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We are a socially responsible...

retailer, manufacturer,
exporter and employer.



Key Achievements and Priorities

Strategic Objective:
Organizational Effectiveness
To create a progressive and stimu-
lating workplace through an
enhanced employee workforce, staff
training programs, effective commu-
nications processes, and the latest in

available technology.

Priorities and Progress

NLLC is committed to the corpo-
rate goal of developing an
environment that produces produc-
tivity, efficiency and employee
growth. In 2003-2004, we under-
took several initiatives to improve
our ability to efficiently fulfill cur-
rent and future human resource
requirements. We began work to-
wards the development of a
comprehensive Human Resources
Plan. We engaged in a process to
clarify the roles and responsibilities
of a number of positions within the
Corporation, particularly within
Store Operations. New position
descriptions were developed for
virtually all management positions
within that department.The descrip-
tions recognize the tremendous
change in the store manager’s role
in recent years as NLLC has focused
on its goal of becoming a dynamic,
customer service oriented retailer.
The new descriptions were invalu-
able in filling store management

vacancies this past year.

In preparation for filling upcoming
vacancies, NLLC provided a variety of
training opportunities for staff. These
included resume writing, interview
preparation and computer training. In
addition, NLLC provided financial
support to several employees in their
pursuit of part-time university and

college education.

In 2003-2004, the Corporation be-
gan to deliver a comprehensive ori-
entation program for new
management employees. In addition,
several new managers received train-
ing in supervisory skills from the
Centre for Management Develop-
ment. NLLC also reviewed options
for management training specific to
the retail sector and expects to in-
troduce a program for store man-

agement in the next fiscal year.

As high levels of computer knowl-
edge and technical skill are needed
in our clerical and technical posi-
tions, NLLC introduced formal pro-
ficiency testing in office suite
applications and IT-related skills. This
testing has proven successful in re-
cruitment and promotion of employ-
ees whose high levels of technical

skills increase our productivity.

Ensuring the health and safety of
our employees is an ongoing pri-
ority at NLLC. A key initiative this
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Key Achievements and Priorities

Ensuring the health and

safety of our employees is

an ongoing priority at NLLC. A key initiative this past

year was the staging of an Employee Wellness Day in

conjunction with National

Safety Week.

past year was the staging of an
Employee Wellness Day in conjunc-
tion with National Occupational
Health and Safety Week. Approxi-
mately 80 employees participated
in a number of health tests, and
brochures and other information
on health issues were distributed.

2003-2004 was a successful year for
NLLC labour relations as we
engaged in negotiations to renew
our collective agreement with

unionized employees. Discussions
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with the union bargaining team
resulted in a number of mutually
beneficial changes to the agreement.
In particular, we were able to
negotiate flexibility with respect to
hours of work provisions. This will
enable NLLC to make bottling plant
operations more competitive to
meet increased demand for our
products. Despite a positive labour
relations climate, a public service
sector strike is scheduled to begin
April 1, 2004.

Occupational

Health and

NLLC also worked to increase
the visibility of the Corporation
and the brands produced by our
bottling plant through sponsor-
ship of events organized by pro-
fessional and labour organizations
in which our staff are active such
as the Newfoundland and Labra-
dor Association of Public and Pri-
vate Employees, the International
Association of Personnel Manage-
ment, and the Newfoundland and

Labrador Employers’ Council.



Opportunities and Challenges Ahead
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As we look ahead, NLLC faces both
opportunities and challenges, driven

largely by change and growth.

One of the key challenges will be
improving our ability to meet human
resource requirements. Our
workforce is both growing and
changing. Productivity gains, corporate
diversification and new technology all
require us to source skilled staff,
provide ongoing training and plan for
future change. In order to address this,
NLLC began work toward a
comprehensive Human Resources
Plan that will continue in 2004-2005.

The implementation of new
technology presents constant
challenges as we move toward a
complete retail solution. We have
already seen efficiency advantages
produced by POS. The next step in
the process is the implementation of
the Supply Chain Management
System. This system is in its initial
stages and significant progress is
anticipated in the 2004-2005 fiscal
year with full implementation expected
to occur during fiscal 2005-2006.

As we have learned in recent years,
our customer base is rapidly changing.
As customer service is a key part of
our mandate, we are challenged to

OPPORTUNITIES AND CHALLENGES AHEAD

address this change on a continuous
basis. In recent years, this has meant
renovations and new store openings,
improved communications and a shift
to a more interactive corporate
culture. Looking ahead, we are also
challenged to anticipate consumer
trends and to balance meeting
consumer expectations with the goal
of profitability and maximizing the
dividend payment to the Province.

Our commitment to social
responsibility also requires constant
monitoring. We need to assess our
programs on an ongoing basis,
continue to build our media and
communications expertise, and
expand the audience receiving our
message. We believe that our recent
safe grad program is a positive step
in expanding the audience.

Market expansion and increased
production are providing new
opportunities, with dramatic
increases and market openings in the
past several years. Volume increases
drive both employment and
operational efficiencies. Having
successfully entered new markets, we
must now look to others, creating
the marketing tools and building the
distribution networks that will

maximize our products’ potential.
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Auditor’ Report

AUDITORS’” REPORT

D I 'tt Deloitte & Touche LLP
e OI e 10 Factory Lane
Fort William Building

St. John’s NL A1C 6H5
Canada

Tel: (709) 576-8480
Fax: (709) 576-8460
www.deloitte.ca

To the Board of Directors of
Newfoundland and Labrador Liquor Corporation

We have audited the balance sheet of the Newfoundland and Labrador Liquor
Corporation as at March 31, 2004 and the statements of earnings, retained earn-
ings and cash flows for the year then ended. These financial statements are the
responsibility of the Corporation’s management. Our responsibility is to express

an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing
standards. Those standards require that we plan and perform an audit to obtain
reasonable assurance whether the financial statements are free of material mis-
statement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as

well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the
financial position of the Corporation as at March 31, 2004 and the results of its
operations and its cash flows for the year then ended in accordance with Canadian

generally accepted accounting principles.

ﬁm g Tosecde 100

Chartered Accountants
September 22, 2004



Statement of Earnings

NEWFOUNDLAND AND LABRADOR

STATEMENT OF EARNINGS
YEAR ENDED MARCH 31, 2004
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Statement of Earnings

SALES

(OST OF GOODS SOLD
Inventory, beginning of the year
Purchases

Cost of goods available for sale

Less: Inventory, end of the year

GROSS PROFIT
COMMISSION REVENUE ON SALE OF BEER

OTHER INCOME
Commission on licensee purchases
Interest
Miscellaneous

EARNINGS FROM OPERATIONS

ADMINISTRATIVE AND OPERATING
EXPENSES (Schedule )

NET EARNINGS

LIQUOR CORPORATION

2004
$

131,106,452

24,161,050
53,610,999

11,172,049
2,113,111
55,048,938
16,051,514
50,343,131

1,788,736
642,531
1,044,771

4,476,038
130,876,683

30,838,792
100,037,891

2003
$

118,216,852

123,296,912
50,985,109

14282,021
24,161,050
50,120,971
68,095,881

46,849,362

1,648,988
494,480
868,964

4,012,432

118,957,675

26,686,918

92,210,151
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Statement of Retained Earnings

NEWFOUNDLAND AND LABRADOR LIQUOR CORPORATION
STATEMENT OF RETAINED EARNINGS

YEAR ENDED MARCH 31, 2004

2004 2003

$ $
BALANCE, BEGINNING OF YEAR 36,683,285 37412528
NET EARNINGS 100,037,891 92270757

136,721,176 129,683,285

PAYMENTS TO THE PROVINCE OF NEWFOUNDLAND
AND LABRADOR 93,600,000 93,000,000

BALANCE, END OF YEAR 43,121,176 36,683,285

000,
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Balance Sheet

NEWFOUNDLAND AND LABRADOR LIQUOR CORPORATION
BALANCE SHEET

MARCH 31, 2004

2004 2003
ASSETS $ $
CURRENT
(ash 15,689,094 11,051,136
Accounts receivable 6,107,699 3374836
Beer commissions receivable 4769833 3948512
Inventories, at cost (Note 3) 2,123,111 24,161,050
Prepaid expenses 448,027 480,891
49,131,764 43016425
CAPITAL ASSETS (Note 4) 1,580,949 883,500
LEASED ASSETS (Note 5) 4,941,970 4,084,679
INTANGIBLE ASSETS (Note 6) 101,805 122,004
62,362,488 55,506,608
LIABILITIES
CURRENT
Accounts payable and accrued liabilities 15,743,919 15518879
Accrued vacation pay 1,027,081 882,813
Current portion of long term debt - 100,000
Current portion of obligation under capital lease (Note 7) 49,841 48751
16,820,841 16550453
ACCRUED SEVERANCE PAY 2,407,839 221039
OBLIGATION UNDER CAPITAL LEASE (Note 7) 12,632 62474
19241312 18823323
EQUITY
Retained earnings 43,121,176 36,683,285

62,362,488 55,506,608

0n hehalf of the Board:

,Fi ,{‘-‘»«-—nﬁ .
% (‘va _ l'—/i_‘a

/ /\ Chairman of the Board

Director
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Statement of Cash Flow

NEWFOUNDLAND AND LABRADOR LIQUOR CORPORATION
STATEMENT OF CASH FLOWS

YEAR ENDED MARCH 31, 2004

2004 2003
$ $

OPERATING ACTIVITIES
Net earnings 100,037,891 92,270,757

Adjustments for:
Amortization 1,983,840 1,550,941
Loss (gain) on disposal of capital assets (16,181) 6,270
Accrual for vacation pay 144,258 27412
Accrual for severance pay 197,443 168,212
Net change in non-cash operating working capital (1,858,341) 1,922,639
100,488,910 96,136,241

INVESTING ACTIVITIES
Proceeds on disposal of capital assets 48,338 162
Purchase of capital assets (2,150,538)  (6,258,803)
(2.102,200)  (6,258,641)
FINANCING ACTIVITIES

Payments to the Province of Newfoundland and Labrador (93,600,000) (93,000,000)
Repayment of long term debt (100,000)  (100,000)
Repayment of obligation under capital lease (48,752) (35,859)
(93,748,752) (93,135,859)
NET (DECREASE) INCREASE IN CASH 4,631,958 (3,258,259
CASH, BEGINNING OF YEAR 11,051,136 14309,395
CASH, END OF YEAR 15,689,094 11,051,136

000
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Notes to the Financial Statements

NEWFOUNDLAND AND LABRADOR LIQUOR CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

MARCH 31, 2004

Annual RCPO['I Z 004

Description of Business

The Newfoundland and Labrador Liquor Corporation (the
“Corporation”) is a provincial crown corporation responsible for
managing the importation, sale and distribution of beverage alcohol
throughout Newfoundland and Labrador.

Accounting Policies

The financial statements have been prepared in accordance with
Canadian generally accepted accounting principles and reflect the

following accounting policies:

¢ Revenue recognition
Revenue is recognized when goods have been sold and all contrac-

tual obligations have been met and collection is reasonably assured.

+ Inventories
During the year, the Corporation changed its method of recording
inventory from using the lower of cost and net realizable value to
the weighted average cost method. No retroactive adjustment has
been made to these statements as it has been determined that the

impact of this change is not material.

¢ Capital assets
Capital assets are recorded at cost. Amortization is recorded over the
expected useful life of the asset on a straight line basis as follows:

Buildings 20 years

Store equipment and fixtures 5 years

Motor vehicles 3 years

Office furniture and equipment 5 years and 10 years
Plant and warehouse equipment 5 years

¢ leased assets
Leased assets are recorded at cost. Amortization is recorded over

the terms of the leases on a straight line basis as follows:

Leasehold improvements | to 20 years
Leased land 30 years
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Notes to the Financial Statements

NEWFOUNDLAND AND LABRADOR LIQUOR CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

MARCH 31, 2004

2. Accounting Policies (Continued)

¢ Intangible assets
Intangible assets consist of a trademark which is recorded at cost

and amortized on a straight line basis over a ten-year period.

* Severance pay
A liability for severance pay is recorded in the accounts for all em-
ployees who have a vested right to receive such payment. No provi-
sion for severance pay liability is made for employees who have less

than nine years of continual service.

¢ Use of estimates
The preparation of the Corporation’s financial statements in confor-
mity with Canadian generally accepted accounting principles requires
management to make estimates and assumptions that affect the re-
ported amounts of assets and liabilities and disclosure of contingent
assets and liabilities as at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting

period. Actual results could differ from those estimates.

3. Inventories
2004 2003
$ $
Head office 10,660,874 9,899,759
Branch stores 1910863 6,896,501
Stock in transit 3,126,573 6,105,643
Raw materials 938,281 1,240,133
Work in progress 86,520 18414

2,123,111 24,161,050

000
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Notes to the Financial Statements

NEWFOUNDLAND AND LABRADOR LIQUOR CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

MARCH 31, 2004

4 Capital Assets

2004 2003
Accumulated  Net Book  Net Book

Cost Amortization Value Value

$ ) $ $

Land 1,122,840 - 1,122,840  1,128841
Buildings 1,138,764 4,172,676 1,966,088 3236837
Store equipment and fixtures 2,162,624 1,275,488 887,136 1,093,094
Motor vehicles 154,626 123,614 31,012 467193

Office furniture and equipment 4,276,051 2,179,125 2,096,926 2,239,961
Plant and warehouse equipment 3,134,785 2,651,838 416,941 531974

17,989,690 10,408,741 1,580,949 8,283,500

5. Leased Assets

2004 2003
Accumulated  Net Book Net Book
Cost Amortization Value Value
$ $ $ $
Leasehold improvements 10,372,221 5,582,641 4,789,580 3894449
Leased land 248,925 192,037 56,888 65,252
Leased equipment 147,084 51,582 95,502 124978

10,768,230 5,826,260 4941970 4,084,679

6. Intangible Assets
2004 2003
Accumulated  Net Book  Net Book
Cost Amortization Value Value
$ ) $ $
Trademark 202,800 100,995 101,805 122,004
7 Obligation Under Capital Lease
$
IBM Canada Limited, capital equipment lease repayable
in monthly instalments of $5,226 to June 30, 2006 18390
Less: Interest on obligation 15917
62473
Less: Current portion 49841
12,632
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Notes to the Financial Statements

NEWFOUNDLAND AND LABRADOR LIQUOR CORPORATION
NOTES TO THE FINANCIAL STATEMENTS

MARCH 31, 2004

8.  Financial Instruments
The Corporation’s financial instruments included in current assets
and current liabilities approximate fair value due to their short
term to maturity. The Corporation intends to hold its long-term
debt instruments to maturity and therefore does not expect any
differences between carrying value and fair market value will be

recorded in the accounts.

9. Lease Commitments

The Corporation has entered into rental leases covering retail outlets.

Annual lease obligations for the next five years are as follows:

$
2005 1,317,882
2006 1,120,730
2007 162,348
2008 584,840
2009 267910
4,053,710

10. Related Party Transactions
The Corporation is leasing office and warehouse space in St. John’s
from the Department of Works, Services and Transportation. These
leases are rent free; however, all operating and maintenance costs
related to the buildings are the responsibility of the Corporation.

Il.  Pensions

The Corporation and its employees are subject to the Public Service
Pensions Act effective June 26, 1973. Pension contributions deducted
from employees’ salaries are matched by the Corporation and then
remitted to the Province of Newfoundland and Labrador Pooled Pen-
sion Fund from which pensions will be paid to employees when they
retire. The Corporation’s share of pension expense for the year is
$775,133 (2003 - $695,175).

000
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Schedule of Administrative and Operating Expenses

NEWFOUNDLAND AND LABRADOR LIQUOR CORPORATION
SCHEDULE OF ADMINISTRATIVE AND OPERATING EXPENSES

YEAR ENDED MARCH 31, 2004

Schedule |
2004 2003
$ $

Salaries and employee benefits 15,927,319 13,769,656
Agency store commission and expenses 4118124  3,666972
Marketing 1,398,622 986,863
Rent 131,793 133252
Amortization on capital assets 1,180,159 171,440
Repairs and maintenance 889,948 560410
Interest and bank charges 122,183 607,064
Professional fees 130,502 843,909
Amortization on leased assets 693,397 667,685
Heat and light 419,945 418,123
Freight to stores 341,693 316,154
Stationery and office supplies 330,006 305,625
Miscellaneous 315,623 269,199
(leaning 288,259 255,341
Communications 259,823 254,886
Bad debt expense 229,951 100,684
Consulting fees 221,254 51,395
Store supplies and wrapping 220,508 207,655
Travel 178,416 173,847
Staff training 154,312 363,329
Insurance 149,134 58,511
Security 143,031 115471
Municipal taxes 136,938 124,725
Uniforms 131,807 71,658
Directors’ fees and expenses 80,597 58,602
Postage 62,749 60,796
Inventory breakage and storage 51,876 109,630
Advertising 43,080 35452
Staff recruitment 43,005 40,049
Dues and subscriptions 42,968 36,433
Motor vehicle expense 23,281 21,861
Interest on long term debt 8,604 22,765
Loss (gain) on disposal of capital assets (16,181) 6,270

30,838,792 26,686,918

Annual RCPO[T 2 004
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NLLC Corporate Stores Revenue

NLLC CORPORATE STORES REVENUE

Sales by Location 2003-2004

Location Net Sales

Elizabeth Avenue $ 10,434,616
Murray Premises 2,836,384
Kenmount Road 2,762,428
Corner Brook Plaza 2,264,128
Port Aux Basques 1,933,994
Stephenville 3,585,276
Gander 3,518,685
Grand Falls 5,195,106
Labrador City 2,591,708
Harbour Grace 4,631,853
Churchill Square 2,911,486
Deer Lake 9,551,198
Clarenville 14,156,571
Marystown 4)183,754
Licensee Store 1521,138
Millbrook Mall 5339718
Mount Pearl 4532,167
Placentia 2524412
Happy Valley 2,726,300
Topsail Road 6,851,217
Bay Roberts 4,162,937
Stavanger Drive 5,581,533
Pearlgate 4,738,051
Agency Store 17,066,645
Avalon Mall 2,688,174
Village Mall 1,525,713
Wine Show West 8,551
Wine Show 282,693
TOTAL $ 131,106,452
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