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is a distributor of food to Canadians, for consumption at home

and elsewhere. 

As Agora Food Merchants, the Company is Canada’s largest retail

food franchiser, serving ‘IGA’ and other independent grocers in

nine provinces. Its SERCA Foodservice segment caters nationally

to restaurants, hotels and health care institutions.

Our business is food2Year in Review

7Agora Food 

Merchants



Building a national 

company that 

best serves the total

food market

The Oshawa Group Limited

Agora Food Merchants SERCA Foodservice

Retail Grocery Sector Restaurant/Foodservice Sector

Total food market in Canada



Q1

Q2
• National Procurement Department established.

• Agora Retail Brands published its first national

consumer magazine.

• Sales and earnings from continuing operations rose 18% 

and 9% respectively.

Q3• Drug store chain, Pharma Plus sold.

• National Information Technology facility opened in Toronto.

• Sales from continuing operations grew 12% while earnings increased 56%.

Year in Review

• Acquired foodservice distributor, Scott National,

trading in Manitoba, Saskatchewan and Alberta.

• Purchased 6-store Quebec retail food chain.

• Sales from continuing operations advanced 13%,

while earnings declined 35% compared to the same

quarter last year.

Q4
• All grocery divisions combined to become Agora Food Merchants.

• National retail development team opened pilot stores for small and medium-sized formats.

• Agora Retail Brands aired first national TV advertisements.

• Cold storage business and non-strategic real estate sold.

• Sales and earnings from continuing operations both advanced 11%.



3

For the years ended January 24, 1998 1998 1997 % Change
and January 25, 1997
(in millions of dollars except share information)

Operations
Sales and other revenue – continuing operations $ 6,813.1 $ 5,987.6 13.8
Earnings from continuing operations 95.2 90.4 5.3
Earnings from continuing operations, before

unusual items, after tax 50.6 48.2 5.0
Net earnings from continuing operations 40.1 54.6 -26.6
Net earnings 54.0 55.2 -2.2

Capital Expenditures 130.4 134.9 -3.3

Financial Position
Working capital 262.5 291.5 -9.9
Long-term debt 128.6 120.0 7.2
Shareholders’ equity 857.8 821.9 4.4
Total assets 1,505.6 1,435.4 4.9

Per Share
Earnings from continuing operations, before

unusual items, after tax 1.33 1.26 5.6
Net earnings from continuing operations 1.05 1.43 -26.6
Net earnings 1.42 1.45 -2.1
Dividends 0.555 0.535 3.7
Book value 22.47 21.61 4.0

Key Ratios
Return on sales 0.59% 0.91% -
Return on opening equity 6.57% 7.02% -
Current 1.59:1 1.7:1 -
Long-term debt to equity .15:1 .15:1 -

Average number of shares outstanding 38,066,478 38,025,842 0.1

0

20

40

60

80

100

120

9897969594
0

300

600

900

9897969594

Finan c i a l  High l ight s

Shareholders’ Equity

(in millions)

0

1

2

3

4

5

6

7

9897969594

Sales and Other Revenue –

Continuing Operations

(in billions)

Earnings from

Continuing Operations

(in millions)



4

To Our Shareholder s

Fiscal ’98, which ended on 24 January, will be remembered as the year Oshawa returned to its origins as a food company.
During this period, it sold non-core assets and substantially increased its investment in the two sectors which together form
the total food business. These sectors are the grocery channel, or in consumer terms the ‘eat-in market’ and the foodservice
sector, or ‘eat-out market’.

Over the years, Oshawa has expanded, in both food sectors, from internal growth and strategic acquisition. New divisions,
purchased as individual companies, have tended to be maintained as separate business operations. This past year however, major
management effort and investment was devoted to a program to combine all divisions into two national segments for the grocery
channel and foodservice. As part of this large-scale initiative to create fully integrated, national operations, the individual names
of all grocery divisions were replaced with a single title, Agora Food Merchants. Oshawa’s business units are now reduced in
number to simply Agora for the grocery channel and SERCA Foodservice, catering to restaurants, hotels and health care facilities.

Financial Results Because of the significant acquisition/
divestiture activity undertaken during the year, earnings
comparisons can best be made after removal of those
operations which were sold in fiscal ’98. In addition,
comparisons are more meaningful if unusual items such 
as gains from real estate sales and restructuring charges
have been eliminated. Viewing the results in this manner,
earnings after taxes from continuing operations and before
unusual items increased 5.0%, to $50.6 million ($1.33 per
share) in fiscal ’98 from $48.2 million ($1.26 per share) in
fiscal ’97. This per share return advances to $1.42 when com-
bined with unusual items and the net income attributable
to the sale of discontinued operations.

It should also be mentioned that earnings per share of 
$1.33 from continuing operations have been reduced by 
24 cents, incurred as development costs to initiate Agora’s
national program. Without this significant expense, Agora
would join SERCA in producing increased earnings in fiscal
’98. In summary, comparative operating results from the basic
business continue to advance, reflecting the solid, underlying
strength of the Company’s operations.

At the start of the year, $60 million from cash reserves 
and short-term investments was used to purchase a small
retail chain in Quebec and a large foodservice distributor,
operating on the Prairies. Oshawa’s divestiture initiatives
generated $156 million in net cash proceeds before tax,
contributing to lower bank indebtedness and increased
short-term investments. Again this past year, the Company’s
debt to equity ratio remained at a solid .15:1.

The Board of Directors approved a quarterly dividend of 
14 cents per share, payable on June 10, 1998 to shareholders
of record on May 15, 1998.

Strategic Direction Oshawa’s program of refocusing the
Company and combining many divisional functions is being
undertaken to improve the utilization of food operation
assets and enhance shareholder value.

The decision to concentrate on food prompted the sale of
drug store operations, cold storage facilities and in the
previous year, a laundry company. This activity corrected a
structural deficiency where assets were dissipated across
too many unrelated businesses, sometimes failing to achieve
the critical size necessary to produce a satisfactory return on
investment. In place of these non-core assets, two large 
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foodservice wholesalers were added in fiscal ’97 and ’98. The
result in foodservice has been the creation of Canada’s first
national foodservice distributor, which is three times the size
of its next largest competitor.

As a result of these sales and acquisitions, substantially 
all of Oshawa’s capital is employed in two large, national
operations, Agora and SERCA, where sufficient scale has
already been achieved with each to ensure competitive
operational strength.

Similarly, the program to share support functions across 
all Agora divisions will advance the utilization of resources
and enhance the quality of our services. Examples would
include fully integrated national business systems, the cen-
tralized development of store designs and retail brands, an
inter-regional distribution network, and more concentrated,
nationally coordinated product procurement.

The sharing of common divisional tasks will remove duplica-
tion and advance efficiency. In so doing, greater utilization will
be made of all resources, including shareholder investment.

It is recognized that in recent years shareholder returns have
been unsatisfactory. However, during the year, as Oshawa
announced a series of structural moves to reconfigure the
Company, share price advances appeared to recognize the
increased value offered by a larger, more focused, food-only
operation.

The redeployment of assets into two large food operations,
however, is only the first stage of a two-part program
intended to raise shareholder value. The second phase, which
will further advance the development of two national
businesses, competing more aggressively and operating more
efficiently, offers the potential of further improvement in
investor returns. When completed, over the next two to
three years, both Agora and SERCA will assume a notice-
ably different appearance and employ a totally modified
operating base.

A Look at Where We are Going Agora Food Merchants,
when fully developed, will be known for the competitive
success of its franchisees and its principal banners, includ-
ing ‘IGA’, ‘Tradition Market Fresh Foods’ and ‘Price Chopper’.
As part of a renewed retail network, each will focus on 
a different portion of the consumer market, generating 
sales with strong and unique appeals. State-of-the-art
systems support will link all divisions nationally and provide
the basis for numerous applications such as high-speed
distribution, national procurement and enterprise-wide
category management, continuous replenishment and
electronic data interchange with the supply community.
Standardized and centralized administrative functions for
finance will utilize a shared information technology source,
generating more valuable information, all of which will be
fully ‘Year 2000 compliant’.

Similarly, SERCA is developing national, standardized
information systems, mainly to support its country-wide
marketing program. A streamlined national distribution
network will improve client service and lower costs. New
national accounts will be attracted by improved management
data, operational control and rapid, dependable delivery.

In either market, grocery retail or foodservice, Oshawa busi-
nesses will be structured to deliver competitively superior
service to an increasing customer base.

As the Company moves forward in redesigning its struc-
ture and operating methods, it is essential to have senior
management focus on maximizing shareholder value 
over the long-term. Accordingly, in fiscal ’99, a new senior
executive incentive program has been introduced which
recognizes Economic Value Added (EVA) performance.
The new plan, titled Shareholder Wealth Improvement
Model (SWIM), rewards management for improving EVA, by
generating financial returns in excess of Oshawa’s cost of
capital employed.
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In the immediate term, earnings growth can be expected as
aspects of the national development program are introduced.
In addition, fiscal ’99 returns should benefit from SERCA’s
expanded scope, particularly the gains anticipated from the
western operation. Coincidently, continued improvements in
Agora’s Ontario Region should moderate excessive distribu-
tion costs and produce real sales gains. Overall in the year
ahead, earnings improvements are anticipated from both
Agora and SERCA.

Director Information We report with sadness the death of Jack
Wolfe on July 22, 1997. Jack’s distinguished career with Oshawa
extended over 50 years and included service as Group Vice
President and as a member of the Board of Directors. He was
widely known and respected throughout the Company for his
devotion to the firm and its people. He will be greatly missed.

During the year, Philip Connell and Arthur Smith retired as
directors of the Company. In addition to his role as director,

Allister P. Graham (signed)
Chairman and Chief Executive Officer 

Philip served as Oshawa’s Chief Financial Officer from 1976
to 1992. Arthur brought to the board the perspective of a
respected economist, educator and businessman. The Com-
pany is extremely grateful for the valuable contribution which
each made to the board’s deliberations.

Two new outside directors joined the Board of Directors in
fiscal ’98. They are Lawrence Stevenson, President, Chief
Executive Officer and Director, Chapters Inc. and Charles
Winograd, Deputy Chairman and Director, RBC Dominion
Securities Inc.

Acknowledgment Oshawa acknowledges with appreciation
the close business relationship it enjoys with the thousands
of independent grocers and foodservice operators which it
serves across the country. This past year, the Company’s
employees deserve particular recognition and gratitude for
their vital contribution at a time when unceasing change for
many requires extra work time and effort.

Jonathan A. Wolfe (signed)
President and Chief Operating Officer
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Agora Food Merchants

When Canada eats at home
Agora: aggressive, innovative support for the independent grocer



Creating one organization Creating one organization 
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This year, Oshawa took important initial steps toward creating a fully integrated, national food company which will provide
more aggressive and innovative support for independent grocers.

The establishment of a National Procurement Department was completed during the year to aggregate divisional volume and
design enterprise-wide arrangements with suppliers. The department’s ability to offer merchandising relationships with a large
network of independent stores is already proving to be attractive to product vendors.

Other operations completing national plans and initiating programs include real estate, human resources, finance and national
logistics. In compliance with a national plan for product distribution, two warehouses were closed, with the business transferred
to other facilities.

A central division of Information Technology was established with a staff of 200 to design new, standardized systems for
national application. This major initiative will ultimately transform the type and utilization of all information reporting,
spanning the full range of functions including accounting, retail, distribution, purchasing, human resources and many others.

In essence, the Information Technology vision is to build a state-of-the-art, integrated structure for all aspects of the Company.
The closed-loop system will enable management to make strategic decisions faster as key information and results will be
available online. When all systems are functional, Agora will be a more responsive, more competitive organization with lower
inventory levels and operating cash needs, able to react quickly to changing business environments.

This past year, design of the overall system plan was completed and major software, hardware and database components
were selected. Upon this foundation, implementation of the key business applications is under way. Functional areas such as
logistics, finance, transportation, merchandising and retailing, all have software currently being developed which will improve
operations and facilitate long-term growth.

strengthened by sharing functions

Teams of systems designers implement

national technology strategy.

Combining divisions into one company will generate growth 

and improve operating efficiency. 

unified support services

strengthened by sharing functionsstrengthened by sharing functions



Renewing our retail networkRenewing our retail network



Retail renewal is a required constant for operating a grocery store network. Presently, Oshawa’s Agora segment is beginning an
accelerated renewal program with plans which consider the future of all units. In fiscal ’98, 92 stores were opened, replaced,
expanded or renovated, contributing to a 5% net increase in retail square footage for ‘IGA’ and corporate stores. A national
retail development plan projects a further 7% growth in retail space in fiscal ’99.

Ultimately, all stores within Agora’s renewed retail network will be positioned strategically in various sections of the retail
grocery market. For example, a new banner, ‘Tradition Market Fresh Foods’, will be rolled out from its initial test in Toronto to
be utilized by smaller, neighbourhood grocery stores. Available for larger stores will be many of the merchandising concepts,
newly-developed or assembled together from various parts of the country, within the new ‘IGA Marketplace’ supermarket. This
Ontario pilot unit combines recognizable superiority in freshness and service, with expanded offerings of fresh merchandise
and ready-to-eat meals.

Oshawa’s successful, highly aggressive discount format, ‘Price Chopper’ has extended its store count to 34 with its recent expansion
into the Manitoba market. Long-term plans anticipate increasingly moving this format into other parts of the country.

Pilot stores serve as ‘live laboratories’ for numerous merchandising ideas from across Canada.

retail renewal program

through national teamwork
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through national teamwork



Launched 260 new products nationallyLaunched 260 new products nationally
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Over the past two years, the Company has accelerated its retail brand program on a national basis. The Agora Retail Brands
team includes over 50 specialists in brand management, product development, consumer research, procurement, quality 
control, packaging design, promotion and other related occupations. This past year alone, the department has introduced 
260 new items with more than 500 stockkeeping units (SKUs), boosting the retail brands lineup to over 1,600 SKUs.

From the beginning, Agora has taken a disciplined approach to brand marketing. With every new product introduction, for
example, the department conducts a complete category review, evaluating the full national lineup of products from the
standpoint of consumer interest, competitive marketing opportunities and category profitability.

This year, product launches continued to take the ‘Our Compliments’ line beyond basic household needs, such as breakfast
cereal and paper products, to niche gourmet items. These creations, called ‘destination products’, draw customers, by themselves,
to Agora stores because of their uniqueness and appeal.

Consumers will now find many unusual products, displaying the ‘Our Compliments’ label, which are only available from Agora
stores. They reflect a wide variety of tastes and trends with such items as frozen microwaveable appetizers or entrees such 
as the five-layer Mexican Fiesta Dip, Fettucine Carbonara, Oriental Noodles, Lasagna with Chicken or Kettle Cooked Pork Side
Ribs for the barbeque. Consumers can easily prepare their own recipe dishes with ‘Our Compliments’ Bistro Sauces that include
such versatile flavours as Roasted Garlic and Black Peppercorn and Roasted Red Pepper. Even the latest fashionable coffee house
favourites such as ‘Café Glacé’ can now be found canned, ready-to-drink as ‘Our Compliments’ products.

to build consumer loyalty

bruschetta tiramisu apple crumble pie

Unique products draw customers into Agora stores.

innovative retail brand introductions

New this year for 

‘Our Compliments’ were

national TV advertising 

and the publishing of a

cross-Canada consumer

magazine.

to build consumer loyalty



Community support

Ice Storm in Eastern Canada

‘IGA’ communities in eastern Canada were hit

in January by history’s worst ice storm. Exten-

sive use of electrical generators kept nearly

all of the Company’s stores open throughout,

ensuring a continuous supply of food every-

where. In addition, Oshawa shipped food to

shelters and recently mounted a national

‘IGA’ campaign across Canada to raise funds

for needy victims. To help with immediate

needs, Oshawa began the campaign with a

$100,000 donation.

Manitoba Flood

In the spring, flood waters moving north from the

United States into Manitoba threatened towns along

the Red River in which numerous ‘IGA’ stores are

located. It quickly became apparent that a major

effort, if implemented in advance of the rising water,

might save countless downstream homes. Oshawa

joined other organizations participating in the relief

effort and shipped daily truckloads of food to thou-

sands of workers and flood victims.

Notice in newspaper supplement

regarding breast cancer research

THE TORONTO STAR  Thursday, October 23, 1997 K6

IGA grocers, across Canada salute
the 115,000 participants and appre-
ciate the opportunity of providing
the food to support their efforts,
over the last five years…

– to make the cure a closer reality.

Since 1993, Canadians, from
every province, participating
together in the annual Run For

The Cure, have raised $8.4 million
for Breast Cancer Research.

FOOD FOR THOUGHT

FOOD FOR ACTION

IGA FOOD STORES
PLATINUM SPONSOR • RUN FOR THE CURE
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The Oshawa Group in fiscal ’98 continued to exceed the

standards for donating as set by the Canadian Centre for

Philanthropy (Imagine). Its cash support was allocated among charities and organizations which were classified as community

(70%), health (20%) and culture and education (10%). In addition, the Company supported many public fundraising events with

donations of food and other resources.

Two natural disasters, during the year, devastated ‘IGA’ communities in eastern and western Canada, requiring additional

assistance of food and funding.

Community support



SERCA  Foodservice

The 
Oshawa 
Group 

Limited

When Canada eats away from home
SERCA: Canada’s first national, full-line foodservice wholesaler



Tapping the full potential inTapping the full potential in



SERCA’s last two acquisitions in western Canada doubled its revenue and made it three times the size of its nearest rival.
More importantly, it created a company uniquely capable of addressing an unsatisfied need, voiced by many national food-
service accounts.

National restaurant and hotel chains control costs and food quality by setting country-wide preparation standards. For this 
to be achieved, consistency in quality, formulation and input costs for food supply is essential across the country. In addition,
centrally controlled service levels and comprehensive sales data reports are necessary to guide successful operations. SERCA’s
ability to satisfy these demands, and move further ahead of competition, is now being increased by its program of amalga-
mating a number of regional functions.

In fiscal ’98, SERCA launched numerous products under its own label, after receiving significant input from its customer base.
The application of national marketing programs was expanded to provide consistency across the country and utilize successful
regional programs. Plans for national distribution logistics are being completed, as is a program to provide information tech-
nology services on an enterprise-wide platform.

foodservice with a national operation
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As the only national foodservice wholesaler, 

SERCA offers a unique and vital service to those customers which operate in all provinces. 

full-service foodservice

foodservice with a national operation
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Agora Food Merchants
Agora accounts for 82% of total Company revenues. The
segment operates in all provinces, except British Columbia,
primarily as a supplier of products and marketing programs
to independent grocers such as ‘IGA’, ‘Knechtel’, ‘Omni’,
‘Bonichoix’ and other banners. In addition, Agora owns
supermarkets operating under the ‘IGA’ and ‘Price Chopper’
banners.

Eastern Region
Agora’s Eastern Region is divided into Quebec and Atlantic
divisions with head offices in Montreal and Halifax,
respectively. The Region accounts for 42% of total segment
sales volume.

Central Region
The Central Region is headquartered in Toronto, Ontario and
generates 36% of Agora’s sales. Included in its revenues are
sales from the Company’s dairy facility (Fieldfresh Farms) and
produce company (Ontario Produce). The produce company
operates a vegetable packing business and supplies the
Region’s stores with imported and domestic produce.

Western Region
The Western Region is headquartered in Edmonton, Alberta,
but maintains a Winnipeg office to operate the Manitoba/
Saskatchewan division. The Region produces 22% of total
Agora revenues.

SERCA Foodservice 
SERCA distributes a full line of grocery and perishable food
products to the institutional, health care, hotel and restaurant
trade. This segment operates in every province and accounts
for 18% of total Company volume.

In the East, branches are located in Bedford, Nova Scotia;
Moncton, New Brunswick and Montreal, Quebec. In Ontario,
branches operate in Hamilton, Kitchener/Waterloo, London,
Sturgeon Falls, Thunder Bay, Toronto, Windsor and Dryden.
Branches in western Canada are located in Winnipeg, Regina,
Lethbridge, Saskatoon, Calgary, Grande Prairie, Edmonton
and Vancouver.

Profile: The Oshawa Group Limited

Oshawa distributes food for home consumption through Agora Food Merchants and food for meals, prepared and

eaten elsewhere, through SERCA Foodservice.

42% Eastern Region Sales 

36% Central Region Sales

22% Western Region Sales

10% Eastern Region Sales 

31% Central Region Sales

59% Western Region Sales

Agora Food Merchants 

SERCA Foodservice
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O p e ra t i n g  Ea r n i n g s  H i g h l i g h t s
In fiscal ’98, Oshawa engaged in major restructuring through

internal change, acquisition and divestiture. As a result, a

meaningful assessment of its performance should focus on 

the Company’s earnings from continuing operations, meaning

those operations which were not sold in that year. The financial

information following is presented on this basis, but only after

adjustment for restructuring charges/real estate gains (i.e.

‘Unusual Items’ – see page 29) and income taxes. Viewed this

way, fiscal ’98 earnings increased 5% to $50.6 million ($1.33 per

share) from $48.2 million ($1.26 per share).

Included in these results are pre-tax expenditures of $16.8 mil-

lion (24 cents per share after tax) incurred, within a multi-year

program, to transform Agora from a group of semi-autonomous

operations to a truly national and fully integrated organization.

Such costs include development expenses for new national

departments as described on page 22. Last year, start-up costs

for this initiative were $4.5 million (6 cents per share after 

tax). These costs have been fully allocated to Agora’s operating

earnings and impact year-over-year regional performance. In

fact, this allocation is the reason for the reported downturn 

in operating performance for the Eastern and Central Regions.

Prior to the allocation of these costs, improved operating results

were achieved in all Agora Regions.

In addition, SERCA generated improved earnings in fiscal ’98,

aided by acquisitions.

For the year ended January 25, 1997, earnings from continuing operations,

before unusual items and after tax, decreased to $48.2 million ($1.26 per

share) from $64.5 million ($1.70 per share). The reduction was attribut-

able to market conditions and activities conducted in Agora Central to

strengthen distribution and retail networks.

N e t Ea r n i n g s  H i g h l i g h t s
Net earnings from continuing operations of $40.1 million ($1.05

per share) in fiscal ’98 compared to $54.6 million ($1.43 per share)

in fiscal ’97. The decline in earnings is attributable to a net

restructuring charge of $20.3 million (28 cents per share after 

tax) in the current year, compared to a net real estate gain of

$8.8 million (17 cents per share after tax) in fiscal ’97.

During the year, the Company disposed of two non-core business

operations, Pharma Plus Drugmarts Ltd. and Langs Cold Storage.

The combined net earnings and gains, realized on disposition

from these discontinued operations in fiscal ’98, yielded profits

of $13.9 million after tax (37 cents per share), compared to net

earnings of $0.6 million (2 cents per share) last year.

Combining continuing and discontinued operations, net earnings

were $1.42 per share in fiscal ’98, compared to $1.45 in fiscal ’97.

Fiscal ’97 net earnings from continuing operations of $54.6 million

($1.43 per share) dropped from $68.2 million ($1.80 per share) in fiscal

’96. Included in fiscal ’97 results were net real estate gains of $8.8 mil-

lion compared with a net real estate gain of $3.4 million in fiscal ’96.

Net earnings <loss> from discontinued operations for fiscal 1997 and

1996 were $0.6 million (2 cents per share) and $<3.0> million (8 cent

loss per share), respectively.

Net earnings for fiscal ’97, for the total company, including continuing

and discontinued operations, were $1.45 per share in fiscal ’97 compared

to $1.72 per share in fiscal ’96.

S a l e s  a n d  O t h e r  Re v e n u e  H i g h l i g h t s
Consolidated sales from continuing operations increased 13.8%

to $6,813.1 million from $5,987.6 million in fiscal ’97. Recent

foodservice acquisitions account for about three-quarters of this

growth, with retail and wholesale food operations generating a

5.2% increase in same store sales. Retail square footage increased

5% in the year for all franchised ‘IGA’ stores and Company-owned

operations.

Fiscal ’97 sales and other revenue from continuing operations increased

3.9% to $5,987.6 million. The mid-year acquisition of Neptune Food

Services accounted for about half of the growth. Both same store sales

and net retail square footage for Agora’s franchised and corporate ‘IGA’

stores as well as other Company-owned stores, increased 3% in fiscal ’97.

Management’s  Discuss ion and Analys is

20
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R E S U LTS  O F  O P E R AT I O N S

The following table summarizes segment sales to outside customers and results of operations:

Fiscal Fiscal Fiscal
(in millions of dollars except share information) 1998 1997 1996
Sales and other revenue – continuing operations
Grocery – Agora

Eastern Region $ 2,347.3 $ 2,251.0 $ 2,232.4
Central Region 2,003.3 2,020.5 2,045.8
Western Region 1,214.8 1,065.1 990.5

5,565.4 5,336.6 5,268.7
Foodservice – SERCA 1,247.7 651.0 496.3

$ 6,813.1 $  5,987.6 $ 5,765.0
Segment earnings (loss) – continuing operations
Grocery – Agora

Eastern Region $ 50.4 $ 58.9 $ 57.7
Central Region (2.2) 0.9 33.4
Western Region 36.1 28.6 23.0

84.3 88.4 114.1
Foodservice – SERCA 10.9 2.0 3.3
Earnings from continuing operations 95.2 90.4 117.4
Interest (7.9) (6.5) (5.5)
Unusual items (restructuring costs and real estate gains) (20.3) 8.8 3.4
Earnings before income taxes 67.0 92.7 115.3
Income taxes 26.9 38.1 47.1
Net earnings – continuing operations 40.1 54.6 68.2

Net earnings – discontinued operations
Gain on sale of discontinued operations 12.6 - -
Earnings from discontinued operations 1.3 0.6 (3.0)

13.9 0.6 (3.0)
Net earnings – continuing and discontinued operations $ 54.0 $ 55.2 $ 65.2

Per share
Net earnings – continuing operations $ 1.05 $ 1.43 $ 1.80
Net earnings – discontinued operations 0.37 0.02 (0.08)
Net earnings – continuing and discontinued operations $ 1.42 $ 1.45 $ 1.72

Fiscal ’98 earnings from continuing operations for all Agora Regions include the allocation of costs incurred to transition Agora to a national organization and expenditures
associated with developing national operations. On a comparative basis, sales and earnings of Langs Cold Storage have been removed from the Central Region and included
with discontinued operations. Consistent with prior years, earnings for all Agora Regions and SERCA have been adjusted for the allocation of corporate office expenses.

Earnings from continuing operations, before unusual items, after tax $ 50.6 $ 48.2 $ 64.5
Per share
Net earnings – continuing operations $ 1.05 $ 1.43 $ 1.80
Adjustment for unusual items (restructuring costs and real estate gains) 0.28 (0.17) (0.10)
Earnings from continuing operations, before unusual items, after tax $ 1.33 $ 1.26 $ 1.70
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G R O C E RY S E G M E N T  –  AG O R A

Agora’s fiscal ’98 regional operations are summarized on pages 24 to 26, while

the Company’s strategic plans for Agora can be found on page 27.

A g o ra  N a t i o n a l  O p e ra t i o n s  –  F i s c a l  1 9 9 8

As mentioned, a number of strategic initiatives, begun last year

as part of a national development program to transform Agora

into a more integrated operation, continued in fiscal ’98. These

efforts focused on the creation of a common set of systems and

procedures in the areas of retail support, information technology,

buying and distribution. Each of these initiatives is designed to

utilize Agora’s size and scale more fully as a national company.

Looking ahead, as this program is implemented over a three-

year period, it will promote growth and efficiency throughout

Agora by building on existing regional successes, supported by

stronger, shared support functions.

Ultimately, all of the above initiatives will allow each of Agora’s

national store banner programs to be well positioned and highly

capable of successfully competing in the continually evolving,

challenging retail marketplace. Along with creating superior

support facilities to reduce costs, Agora’s national development

program is designed to address unsatisfactory shareholder returns.

Strategic growth and efficiency achievements during the year

include:

N at i o n a l  Re t a i l  B a n n e r  D ev e l o p m e n t

The ‘IGA’ retail network renewal included the development of 

21 new ‘IGA’ stores, the replacement of 7 and the closure of 

17 smaller locations. The ‘Price Chopper’ program, building on its

Ontario success, opened its first store in the Western Region, with

the Central Region adding 2 new locations. In addition, within

the ‘IGA’ and ‘Price Chopper’ network, 28 stores were expanded

in size and 33 were renovated.

After extensive consumer research and concept development,

two pilot stores were introduced late in the year in Ontario. One of

them, the ‘IGA Marketplace’ concept, is designed for existing stores

15,000 to 40,000 square feet in size, whereas the smaller

‘Tradition Market Fresh Foods’ store format is suitable for units

5,000 to 15,000 square feet. The ongoing development of these

two concepts will be part of Agora’s program to position its

various units into specific ‘consumer-defined’ segments of the

retail market.

I n fo r m at i o n  Te c h n o l o g y

The diversity of existing technology platforms across Agora

necessitates a new enterprise-wide information technology

solution to support new business objectives. There is a need for

common business systems and database infrastructure to link

all systems and provide management with information required

to manage Agora as one national enterprise. Information tech-

nology is a key enabler in realizing Agora’s goal of standardizing

business processes, improving organizational efficiency and

accomplishing strategic change initiatives. By way of example,

standardized systems should facilitate the shipment of any

product, to any store, from any warehouse.

Key accomplishments during the year include:

• Selected ‘leading-edge’ application suites for key operating areas.

• Commenced the development of selected applications for finance

and category management systems.

• Designed new technical infrastructure for data centre processing, and

local and wide area network management. Negotiated with third

party providers to outsource these services.

• Established and staffed new National Information Technology Centre

in Toronto.

• Successfully scaled back all divisional Information Technology groups

and redeployed resources towards new national application portfolios.

• Substantially completed assessment of the Company’s exposure to

the Year 2000 issue with some remediation completed.

Agora is a staunch supporter of Efficient Consumer Response

(ECR), an industry-wide effort by which manufacturers and

distributors adopt new efficiency techniques to enhance pro-

ductivity. Implementation of the Company’s new information

technology strategy has necessitated a temporary slowdown in

the adoption of regional initiatives within the ECR program.
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Completion of the rollout of new enterprise-wide systems,

that integrate ECR practices, will occur over three years. Once

accomplished, further implementation of the ECR program will

be accelerated. Also, when all legacy applications have been

replaced, existing data centre facilities within Agora will cease

operations. Arrangements are being made with the selected

outsourcer to offer comparable employment to all affected data

centre employees.

N at i o n a l  P ro c u r e m e n t

The Company established and staffed a national procurement

group to better leverage Agora’s volume and achieve incremental

procurement and merchandising opportunities for Agora and

its retail Associates. The department creates for the first time,

the opportunity for suppliers to partner with Agora on national

marketing programs. It is anticipated that significant future

opportunities in many food and non-resale categories will be

realized, building upon this past year’s achievements.

Lo g i s t i c s

Analysis was completed on redesigning the merchandise distri-

bution networks based on existing and future store locations 

with a goal of minimizing transportation costs, inventory levels 

and distribution time. With the bulk of Canadian manufacturing 

located in central Canada, the value of an Ontario consolidation

centre is being tested as a reshipment point to western Canada.

In addition, evaluation and testing of alternative product delivery

methods is in progress. One example reduces the number of

deliveries shipped directly from manufacturers to stores by

employing Agora’s facilities to consolidate and transport them.

Re t a i l  B ra n d s

In addition to Agora’s national development initiative, the

Company’s ongoing retail brand program, consisting of ‘Our

Compliments’, ‘Smart Choice’ and ‘IGA’ products, was signifi-

cantly expanded during the year. More than 260 new retail

brand products were launched nationally and an additional

240 were redesigned as part of an ambitious new quality

assurance and packaging/enhancement program. These

introductions, plus increased national marketing support,

helped the retail brand program achieve record sales in every

region. As of January 1998, over 1,600 stockkeeping units were

available to Agora banner customers.

S t o r e  S u m m a r y

The following table outlines the number of stores serviced or owned by the Company at the end of the last three fiscal years:

Eastern Region Central Region Western Region Total

1998 1997 1996 1998 1997 1996 1998 1997 1996 1998 1997 1996

‘IGA’ Food Stores
Franchised 298 294 304 123 139 171 141 155 156 562 588 631
Company-owned 11 9 19 49 41 4 21 17 15 81 67 38

Subtotal 309 303 323 172 180 175 162 172 171 643 655 669

Other Food Stores
Company-owned - - - 39 36 66 3 2 2 42 38 68

Total 309 303 323 211 216 241 165 174 173 685 693 737

Other Food Stores
Franchised* 473 470 454 123 116 113 137 141 141 733 727 708

Cash & Carry 13 15 15 - - - 4 4 4 17 19 19

*Prior years’ figures have been restated to conform with the current year’s presentation.

The list excludes convenience stores and independent or non-franchised accounts, which in the aggregate produce approximately 8%

of the Company’s food volume in each year.
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Ea s t e r n  Re g i o n
S a l e s

Sales increased 4.3% to $2,347.3 million from $2,251.0 million with

a 3.7% growth in same store sales. A significant expansion of

the ‘IGA’ network in Quebec helped boost this banner’s sales by

more than 10%. Total sales growth in this province was limited

by the planned elimination of marginal wholesale accounts. In

Atlantic Canada, the continued rationalization of other franchised

food stores and the closing of uncompetitive ‘IGA’ stores in the

current and prior year, also decreased sales.

Eighteen new ‘IGA’ stores were opened during fiscal ’98. Six of

these were obtained through the acquisition of a small Montreal

chain operation, 5 were recruited from competitors and 7 new

sites were opened. Seven smaller ‘IGA’s were closed and 5 units

were transferred to other franchised food operations. During the

same period, 15 stores were expanded and 4 stores were replaced

by larger operations. The total net effect was an increase in gross

retail square footage of more than 9%.

Agora’s Internet home shopping ‘IGA Cybermarket’, launched in

August 1996, continues to expand and now includes more than

130 ‘IGA’ stores as delivery points throughout Quebec. The second

phase of this program in 1998 will bring the ‘IGA Cybermarket’

a step closer to becoming a ‘virtual’ store with higher image

definition and improved user interactivity. Although Internet

home shopping is providing only a minimal return at present,

Agora’s development work positions the Company at the fore-

front of this emerging market.

For fiscal ’97, sales increased to $2,251.0 million from $2,232.4 million

due primarily to a 2% growth in same store ‘IGA’ sales. Strong sales

improvement in Quebec was partially offset by the elimination of

marginal accounts and the conversion of corporate stores to franchised

operations in Atlantic Canada. Ten new ‘IGA’ stores were opened along

with 2 replacement stores, while 7 stores were closed and 25 loca-

tions repositioned to alternative banners. Gross retail square footage

increased by 3%.

E a r n i n g s  f ro m  O p e rat i o n s

As mentioned, Agora is undergoing major reconfiguration to

consolidate and share nationally many operational functions.

Prior to allocating the costs associated with this initiative

across all regions, Quebec’s operating results significantly

surpassed fiscal ’97 achievements. However, Atlantic Canada’s

performance in fiscal ’98 substantially offset those gains. Overall,

earnings from operations for the Eastern Region, after allocations,

decreased to $50.4 million in fiscal ’98 from $58.9 million.

In Quebec, emphasis continued on cost control through

initiatives designed to increase distribution network efficiency.

A new meat distribution network was established in September

1997 to handle all fresh meat, deli and some dairy products.

Now, these items are being delivered to Associates, collectively,

through Agora’s distribution network, thus avoiding the ineffi-

ciency of making numerous, small deliveries to each store.

The Rimouski distribution centre was closed mid-year, with all

functions transferred to an enlarged Quebec City warehouse.

Delivering to Quebec’s eastern region from a single warehouse

will reduce distribution and administration costs in fiscal ’99.

It will also facilitate the introduction of new logistic techniques,

which will contribute to long-term efficiency improvements.

In Atlantic Canada, the continued rationalization of marginal

non-franchised accounts, as well as store closures, significantly

lowered earnings from last year. Agora’s focus in Atlantic Canada

will be to support competitively viable retail operations and

reposition stores to alternative banners, enlarging locations

where necessary.

The January 1998 ice storm in the Eastern Region had a minor

impact on operating results.

In fiscal ’97, earnings from operations increased to $58.9 million from

$57.7 million. Earnings improvement in Quebec came primarily from ECR

initiatives that reduced operating costs. Intense competitive market

pressures in Atlantic Canada reduced earnings slightly from the prior

year. In response, an aggressive merchandising program was introduced

that resulted in reduced margins.
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Ce n t ra l  Re g i o n
S a l e s

While same store sales advanced 1.8%, last year’s closure of

uncompetitive stores contributed to a minor reduction in

volume to $2,003.3 million from $2,020.5 million in fiscal ’97.

The revenue relinquished by the sale of non-core real estate,

over the past two years, also reduced the Region’s performance,

relative to fiscal ’97.

During the year, 2 new ‘Price Chopper’ stores were opened, 2

‘IGA’ locations closed and 5 ‘IGA’ units were transferred to other

franchised food operations. In addition, 13 stores were expanded

in size and 29 renovated. Net retail square footage increased

1.6% in the year. Two corporate ‘IGA’ stores were extensively

remodeled and reopened late in the year as prototype ‘IGA

Marketplace’ and ‘Tradition Market Fresh Foods’ supermarkets.

Fiscal ’98’s retail activity moderated the trend in store closings

of the previous two years.

For fiscal ’97, sales of $2,020.5 million decreased 1.2% from $2,045.8 mil-

lion in the preceding year. The benefit of a 1.3% increase in same store

‘IGA’ and ‘Price Chopper’ sales was more than offset by the overall

impact of store closures. In total, 15 under-performing ‘IGA’ or ‘Price

Chopper’ stores were closed while 10 additional stores were converted

to more appropriate banners. Retail square footage decreased

approximately 2% during the year. Six franchised ‘IGA’ stores were

expanded, 19 were renovated while 34 ‘Food City’ and ‘Dutch Boy’

stores were converted to the ‘IGA’ banner.

E a r n i n g s  f ro m  O p e rat i o n s

Although the Region achieved significant operational improvement

over last year, results continue to be unsatisfactory. Benefits

derived from improved corporate store performance and

restructuring initiatives, which reduced administrative expenses,

were offset by the allocation of costs for the national develop-

ment program. The loss of earnings, previously produced by real

estate which was recently sold, also contributed to the decline.

After these items, the Region recorded a $2.2 million loss, com-

pared to earnings of $0.9 million last year.

The Region, together with its third party distribution services

provider, has been making changes to the warehouse and

transportation network, intended to promote distribution

effectiveness. However, despite the closure of an outdated

facility in Kitchener this past year, distribution efficiency and

labour productivity continue to lag acceptable standards.

Improvements are expected in fiscal ’99 as a result of planned

enhancements to warehouse management systems, the

reconfiguration of warehouse space and the more effective

utilization of existing transport capacity.

For the Region’s corporate stores, the aggressive merchandising

program introduced last year stimulated sales growth. In fiscal

’98, upward sales momentum was sustained while retail margins

expanded. Despite additional costs associated with more 

customer service and staff training, total retail expenses were

effectively controlled. This produced a significant improvement

in corporate store earnings.

While the results achieved in corporate stores in fiscal ’98 were

encouraging, additional plans are under way to build on this

performance. This activity, along with an expected increase in

the number of new Associate stores projected for the coming

year, including the rollout of successful elements of the ‘IGA

Marketplace’ and ‘Tradition Market Fresh Foods’ concept stores,

should lead to further enhancements in both Associate and

corporate store profitability.

Earnings from operations for fiscal ’97 decreased to $0.9 million from

$33.4 million in the prior year. Corporate store operating results were

significantly lower in fiscal ’97 compared to fiscal ’96. An aggressive

merchandising program was introduced resulting in reduced retail mar-

gin rates. Retail wages increased due to added emphasis on customer

service, sales growth, and training. Store conversions and renovations

also added to retail expenses. Wholesale margin dollars were also

lower because of the reduction in sales volume and the support of the

retail network’s pricing strategy. A significant increase in distribution

expenses was associated with the opening of a new fresh produce

and meat warehouse, and from operating both new and existing

facilities during the conversion process. Anticipated benefits based on

enhanced product quality and operating efficiency were not realized

as new system development was delayed. During the year this facility

did not operate at capacity.
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We s t e r n  Re g i o n
S a l e s

Fiscal ’98 sales increased 14.1% to $1,214.8 million, due mainly to

same store sales growth of 13%. This was achieved despite

aggressive competition from traditional food stores and non-

traditional retailing located throughout the prairie provinces.

The Region improved the market position of the ‘IGA’ banner by

expanding application of the ‘Garden Market IGA’ format, empha-

sizing departments selling fresh merchandise. Sales growth was

aided by a competitor’s labour strike within the Alberta market

and the subsequent retention of new ‘IGA’ customers.

Six ‘Garden Market IGA’ stores were opened, 3 of which were new

locations, with 3 larger units replacing smaller stores. In addition,

4 stores were renovated, 8 smaller locations closed and 5 trans-

ferred to different franchised banners. The Region also opened

its first ‘Price Chopper’ store in Winnipeg, Manitoba. This activity

resulted in a net square footage increase of 4% for fiscal ’98.

The Region continued to focus on providing its retail customers

with improved product assortment, service and an expanded

range of fresh products. Consumer acceptance has been

favourable to the introduction of a broad line of frozen food

merchandise and ‘ready to eat’ products.

In fiscal ’97, sales of $1,065.1 million increased over the previous year

by 7.5%. The continued maturity of the ‘Garden Market IGA’ stores

sustained revenue growth with same stores sales increasing 7%. The

retail market share was strengthened with the assistance of a 10%

increase in retail square footage, produced by opening 8 new stores,

the closure of 4 smaller units and the transfer of 3 others to different

franchised banners.

E a r n i n g s  f ro m  O p e rat i o n s

Operating earnings increased over 26%, reaching $36.1 million

from $28.6 million in fiscal ’97. Continued focus on expanding

the ‘IGA’ network and each store’s product offerings, including

Agora’s retail brands, boosted sales and profitability. Earnings

growth also benefited from a major competitor’s three-month

labour strike in Alberta.

Last year’s closure of the Regina distribution centre also contrib-

uted to improved operating results through reduced inventory

levels and operating costs.

Additional vendors were added to the Region’s program of

generating product orders in close partnership with suppliers,

called ‘Continuous Replenishment’. More are set to join in 

fiscal ’99, achieving levels comparable to other regions. An

improvement in the fill rate for store item orders has been

apparent as a result of this initiative.

During fiscal ’97, earnings from operations increased 24.3% to $28.6

million due to strong sales, continued expansion of store-prepared

products and a full year of standardized merchandising and advertising

programs throughout all three prairie provinces.
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A g o ra  –  Fu t u re  D i re c t i o n

In fiscal ’99, Agora’s strategic focus will be on developing and

introducing national operational initiatives commenced this past

year, improving earnings in Ontario and maintaining regional

growth momentum in Quebec and the West.

In the Central Region, in particular, sales and market share

improvement should be achieved through aggressive expansion

and renovation of the retail network, using both current and new

banner programs. Distribution network costs will be stabilized

in fiscal ’99.

N at i o n a l  Re t a i l  B a n n e r  D ev e l o p m e n t

Agora will continue to expand its existing retail network in

fiscal ’99 by opening 17 new ‘IGA’ stores across the country,

some of which will include successful elements of the new ‘IGA

Marketplace’ concept. Twenty-two ‘IGA’ stores will be replaced

with larger units while 20 stores will be expanded and 25 loca-

tions renovated. The ‘Price Chopper’ discount concept will also

be expanded in the West as well as in Ontario, with a total of 

7 new sites, 7 banner conversions along with 3 renovations. In

addition, 54 smaller operations, both ‘IGA’ and other franchised

food markets, will be converted to the ‘Tradition Market Fresh

Foods’ banner.

In summary, Agora’s retail renewal focus is expected to produce

150 development projects, resulting in a 7% increase in net retail

square footage for fiscal ’99.

I n fo r m at i o n  Te c h n o l o g y

Integrated software systems required within the national infor-

mation technology plan will be developed for implementation

in late fiscal ’99. Operational application of these systems 

will commence in all Regions starting with Agora Ontario in

the first quarter of fiscal 2000. Outsourcing of the technical

infrastructure will be executed early in fiscal ’99, while the

testing of legacy software for error-free operation in the year

2000 will be substantially completed by the end of fiscal ’99.

N at i o n a l  P ro c u r e m e n t

A new category management system and merchandise pro-

curement system will be introduced, on both national and

regional levels late in fiscal ’99, using a common database. This

will support the expansion of national procurement initiatives

with vendors and the generation of incremental income.

Lo g i s t i c s

Warehouse space for perishable merchandise in Calgary and

Montreal is being expanded and warehouse management

systems are being introduced within Agora’s many distribution

centre facilities. Optimal location of these facilities across the

country will continue to be assessed. The extended use of

consolidation centres for supplier shipments to the West will

also continue, as will the conversion of a select number of

national vendors from direct-to-store delivery to consolidated

shipping through Agora.

Re t a i l  B ra n d s  

Over 200 new retail brand products will be introduced and a

similar number of items will be redesigned/reformulated. An

expanded multimedia marketing and merchandising campaign

will continue, designed to build ‘Our Compliments’ brand loyalty

and market share.

N at i o n a l  I d e nt i t y  a n d  C u s t o m e r  Ce n t e r e d  Fo c u s

Agora will continue its transition from a group of separate

wholesalers to a consumer-focused, national retail support

company. It is recognized that this transformation will require a

significant cultural shift within Agora, with local divisional

perspectives giving way to a more national focus. Management

considers that successful achievement of this shift is vital 

to the national development program. As a result, separate

detailed communication plans have been developed and are

being implemented with employees, Associates and vendors.
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F O O D S E RV I C E  S E G M E N T  –  S E R C A
S a l e s

Following the acquisition of Alberta-based Scott National in

February 1997, SERCA became Canada’s largest and only national

foodservice distributor with the ability to serve all markets in

Canada. SERCA is three times larger than the next largest

foodservice distributor in Canada. Sales in fiscal ’98 surpassed

the billion dollar mark for the first time in history. By year 

end, sales were $1,247.7 million, up from $651.0 million last

year. This increase can be substantially attributed to the acqui-

sition of Scott National in February and improved sales in the

existing business.

While recognizing the importance of addressing and being

responsive to local needs and differences, SERCA is the only

‘sea to sea’ distributor in Canada capable of fully servicing

national customers such as chain restaurants and contract

caterers. This customer segment has a presence in more than

one province and makes up approximately 40% of SERCA’s

current customer base, and is expected to be the fastest

growing part of the foodservice business in Canada. SERCA’s

unique ability to service this segment through consolidated

customer purchasing reports, one point of contact to discuss

operations and strategies, and consistency of product across

the country, provides positive sales opportunities.

SERCA’s focus is therefore on a national level, with efforts under

way aimed at solidifying its national identity. To ensure

standard levels of service across Canada and to provide value to

national customers, a national sales function was established

along with a uniform national marketing and merchandising

approach. The national marketing and merchandising initiative

has generated extensive support from suppliers and has raised

awareness of SERCA’s capabilities with the national customer

base. To emphasize SERCA’s national character, a standard SERCA

logo and format has been introduced for all communications

across Canada.

In fiscal ’97, sales rose to $651.0 million from $496.3 million as a result of

the mid-year acquisition of Neptune Food Services of British Columbia

and from sales in existing operations. This acquisition accounted for

approximately 20% of SERCA’s total sales in fiscal ’97. SERCA achieved

impressive sales growth with increased market share despite fierce

price competition influenced by operations newly acquired by U.S.-

based distributors.

During fiscal ’99 SERCA will continue to focus on attracting

more national account business by leveraging its geographic

coverage together with its uniform national marketing and

merchandising approaches. Training and resources will be

devoted to strengthen sales force effectiveness across Canada.

Sales are expected to increase by 7% through growth from

existing customers, new account additions already negotiated

and a full year’s effect from the Scott National acquisition, which

SERCA operated for 48 weeks during fiscal ’98.

E a r n i n g s  f ro m  O p e rat i o n s

Operating earnings increased to $10.9 million, up from $2.0 mil-

lion last year due to earnings achievements from fiscal ’98 and

’97 acquisitions. Both operations are generating higher earnings

levels than they experienced prior to SERCA’s ownership, a result

of increased sales and operating synergies. Operating results

from SERCA’s Atlantic and Quebec operations improved over last

year despite heightened competitive pressures. Ontario posted

unacceptable results, with profits down from last year due to

weak results in the first half of the year as it also struggled with

intense price competition. Despite this pricing environment,

Ontario’s third and fourth quarter profit improved over last

year due to efforts in lowering operating costs. Nevertheless,

SERCA’s Ontario businesses are operating at a higher cost level

than is desired.
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Resources have been devoted to category management

initiatives designed to identify and promote the sale of certain

product lines that offer enhanced value to customers and

manage SERCA’s margins more effectively, involving the

support of appropriate national brands and controlled label

products. As part of SERCA’s controlled label program, new

SERCA brand product lines were successfully launched across

all provinces with more than 500 products available at year

end. This included both a ‘Premium’ and ‘Regular’ brand

offering. Customer acceptance has been strong due to the high

standards and value offered by all SERCA brand products.

The January 1998 severe ice storm and flooding did impact local

foodservice operations in Eastern Ontario, Quebec and Atlantic

Canada. However, the storm’s effects did not have a significant

impact on SERCA’s overall operations as the majority of this

segment’s business lies beyond these regions.

Earnings from operations in fiscal ’97 declined to $2.0 million from

$3.3 million a year earlier. The drop in earnings was due to intense

price competition that reduced operating margins in Ontario. Strike

contingency expenditures in Ontario also reduced SERCA’s operating

results. Neptune’s earnings since acquisition in fiscal ’97 partially

mitigated reduced earnings in Ontario.

Fiscal ’99 activities will include reducing SERCA’s operating

costs across the country, with particular emphasis on Ontario.

This will be achieved through the streamlining of functions

and the introduction of best practices. In addition, category

management initiatives will continue with greater focus on 

key national brand suppliers as well as the expansion of SERCA’s

controlled label program.

I N T E R E ST  I N CO M E  A N D  E X P E N S E S

Net interest expense increased to $7.9 million in fiscal ’98 from

$6.5 million due to a decrease in interest income earned. Avail-

able funds were used to finance the Company’s acquisition 

of Scott National early in the year and support the Company’s

ongoing capital expansion program.

U N U S UA L  I T E M S
( Re s t r u c t u r i n g  C h a r g e s  a n d  Re a l  E s t at e  G a i n s)

During the year, restructuring charges totalling $25.6 million 

(37 cents per share after tax) were taken as part of Agora’s 

initiatives to improve efficiency and to write down certain of

Agora’s existing information system assets.

The first component of the charge, reflecting cost reduction

initiatives, includes the closure of two distribution facilities, one

in Ontario and the other in Quebec. In addition, severance and

other related costs were incurred as part of Agora Ontario’s

program to reduce head office administrative expenses through

a detailed activity evaluation process. These initiatives accounted

for a charge of $11.7 million. The second component totalling

$13.9 million, represents a write down to reflect a re-evaluation

of the estimated useful life of certain of Agora’s information

system assets. These assets are incompatible with Agora’s new

technology strategy, and have or will become redundant when

enterprise-wide business applications are installed in each

region over the next three years. Future data centre operations

will be outsourced to a third party provider. Also included in

the charge is a severance provision reflecting the impact on

staffing levels due to the eventual closure of Agora’s existing

regional data centres. Offers of comparable employment will be

provided by the outsourcer to those affected employees. Agora

anticipates minimal job losses.

Offsetting these restructuring charges was $5.3 million (9 cents

per share after tax) in real estate gains realized from the dispo-

sition of 24 non-strategic real estate properties.

In fiscal ’97, eight real estate properties were sold for a gain of $14.3 

million or 25 cents per share after tax. Similarly in fiscal ’96, real 

estate disposition yielded a gain on sale of $14.3 million or 24 cents 

per share after tax. The restructuring charge of $5.5 million (8 cents 

per share after tax) in fiscal ’97 consisted of costs associated with the 

retail conversion of the ‘Food City’ chain to ‘IGA’, the rationalization 

of certain distribution facilities and staff reduction initiatives. Fiscal 

’96 restructuring costs of $10.9 million (15 cents per share after tax) 

related primarily to severance and related expenditures incurred to 

reduce the Company’s operating cost base in its wholesale operations.
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I N CO M E  TA X E S

The effective tax rate for fiscal ’98 decreased slightly to 40.1%

from last year, due primarily to the higher proportion of income

earned in Quebec where statutory rates are lower.

D I S CO N T I N U E D  O P E R AT I O N S

On October 4, 1997, the Company disposed of its drug store

operations, operating under the name of Pharma Plus Drugmarts

Ltd., for net proceeds of $95 million. Later in the year, the

Company sold Langs Cold Storage, a supplier of cold storage

services, for net proceeds of $15 million. These divestitures

continue the Company’s strategy of concentrating its activities

on food operations.

Accordingly, results of these operations for the years presented

have been excluded from earnings from continuing operations.

For fiscal ’98, the sale of discontinued operations generated an

after tax gain of $12.6 million and net earnings of $1.3 million

($0.6 million in fiscal ’97; $3.0 million loss in fiscal ’96).

F I N A N C I A L  P O S I T I O N  A N D  L I Q U I D I T Y

On February 25, 1997, the Company acquired the assets of Scott

National, including goodwill, at a cost of $73 million, satisfied

by the assumption of liabilities of $27 million and a cash pay-

ment of $46 million. The Company also purchased the assets of

six grocery stores located in Quebec for cash consideration of

$14 million early in the year. The Company’s available cash and

short-term investments were used to finance these acquisitions.

The Company’s disposition of non-strategic real estate holdings

late in fiscal ’98 generated net proceeds of $46 million, after

negotiating a $50 million three-year vendor take-back mortgage

bearing interest at 5.25%. Together with the divestiture of the

Company’s discontinued operations, aggregate net proceeds of 

$156 million reduced bank indebtedness and financed the

Company’s capital expenditure program. Excess funds were

temporarily invested in short-term investments. Capital

expenditures of $130 million in fiscal ’98 were substantially for

retail renovation and expansion as well as distribution network

enhancement.

In fiscal ’97, fixed asset expenditures of $135 million increased 27% over

the prior year.

Cash flow from operations, after working capital components

other than cash, decreased to $101 million in fiscal ’98 from 

$116 million.

Included in the Company’s long-term debt of $129 million 

is $100 million of 8.25% unsecured redeemable Series “A”

debentures due on June 30, 2003. The Company’s debt to equity

ratio remained at .15:1 for fiscal ’98. The Series “A” debentures

continue to be rated A+ by Canadian Bond Rating Service Inc.

and A (Low) by Dominion Bond Rating Service Limited.

As of January 24, 1998, the Company had $176 million of unused

bank lines of credit and $65 million in cash and short-term

investments available.

For fiscal ’97, $145 million of unused bank lines of credit and $20 million

in cash and short-term investments were available.

Capital expenditures of $217 million are planned for fiscal ’99

with emphasis on retail network enlargement, new systems

development and warehouse expansion. This investment

spending will be financed through a combination of operating

cash flow, cash and short-term investments, and bank operating

lines of credit.

D I V I D E N D S

The quarterly dividend rate of 14 cents per share was declared

for payment of dividends on June 10, 1998 to shareholders of

record on May 15, 1998. Dividends have been paid without

interruption since Oshawa became a public company in 1959.
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R I S KS  A N D  U N C E RTA I N T I E S

The principal risk to sales and profit margins for retail food

operations originates in the highly competitive, but low growth,

marketplace. The industry frequently experiences intermittent

periods of intense regional price competition triggered by

instances of rapid development of excess conventional store

capacity. One such situation is anticipated in the future in the

Province of Quebec where two major chain store competitors

are implementing plans to enter the market. Significant work 

is under way, which includes altering Agora’s distribution

network, accelerating retail renewal and extending the retail

brand program, to meet these challenges.

In addition, competition is increasing from non-traditional food

operators which continue to enter local, secondary markets. The

addition of warehouse outlets and aggressive promotional-type

department stores has exacerbated the situation. This exposure,

however, is mitigated by the geographic dispersion of Oshawa’s

food operations across all provinces, with a pronounced rural

strength. With specific reference to the expected Canadian intro-

duction of combination department store/food formats, Agora’s

new retail emphasis on quality of perishables, customer service

and convenience of store size, is designed to meet this threat.

Competitive conditions for individual stores are subject to

change from time to time due to the relatively low cost

of entry into the retail market. The Company aggressively

protects its position in the marketplace with actions that are

appropriate to each regional operating environment. New 

store openings, expansions and replacement stores, along with

aggressive merchandising strategies, as well as Oshawa’s con-

tractual control and acquisition of numerous excellent locations,

strengthen the Company’s competitive position. Other responses

to competition include repositioning of stores to alternative 

banners which are more suitable to local customer needs. In

addition, marginal and unprofitable stores are closed where

deemed necessary, in order to eliminate or limit the Company’s

ongoing financial exposure.

Agora’s national development program, as outlined in the

report, involves major re-engineering of core business processes,

including procurement, distribution logistics, information

technology and financial reporting. To reduce the risks inherent

in such large-scale initiatives, various risk reduction strategies

have been instituted. These include the use of cross-functional

teams, the utilization of proven project management tools and

change management techniques, as well as extensive employee

training and systems testing.

Foodservice is vulnerable to regional economic fluctuations,

as employment and consumer attitudes heavily influence 

food-away-from-home consumption. In addition, the food-

service wholesaling business is subject to the arrival of new

competitors, as the financial barriers to market entry are

comparatively modest. However, the Company’s scale and

geographic breadth of operations offset some of the risks 

and uncertainties through relationships with large multi-unit

national customers and suppliers.

Oshawa’s strategic disposition of its drug store operations in

fiscal ’98 eliminated the unfavourable sales and margin

influences of recent Ontario government action concerning

prescription drug pricing and tobacco distribution.

The Company’s expansion program is based on existing business

growth and acquisition. Risks inherent in making acquisitions

are minimized by Oshawa’s strategic focus that concentrates on

purchasing businesses in which the Company specializes and

already has expertise.

0

0.25

0.50

0.75

1.00

1.25

1.50

1.75

989796
0

30

60

90

120

150

989796

Capital Expenditures 

Depreciation

Capital Expenditures and Depreciation
(in millions)

Total Assets
(in billions)



32

Ye a r  2 0 0 0
The Year 2000 issue represents a challenge to industry and

government to maintain the integrity of all data generated by

their computer systems, when referring to the Year 2000. The

Company’s diverse set of information technology platforms,

systems and business applications at both Agora and SERCA,

increases the Company’s exposure to the Year 2000 issue, to the

extent that a greater number of existing systems may require

program modification. Like most progressive organizations,

the Company is heavily dependent on information technology.

Dependencies also exist with third parties through the electronic

transmission of operational and financial data.

Oshawa has launched a comprehensive Year 2000 initiative

that includes an assessment of all business applications, com-

munications systems, computers, security, distribution centre

operations and interactions with trading partners. A corporate

project office has been established at both Agora and SERCA

that coordinates and reports on all Year 2000 issues, including

remediation and testing. Regular reporting to senior executives

as well as to the Board of Directors is in place.

A g o ra

A Year 2000 impact analysis on Agora’s systems has been

substantially completed. All legacy business applications at

Agora, that will not be incorporated in new enterprise-wide

applications, will be remedied. Significant progress has been

made to date, with substantially all critical business applications

scheduled to be remedied by the fall of 1998. Similarly, testing

will be substantially completed by the end of fiscal ’99 (i.e.

January 23, 1999), with almost all program code certified to be

Year 2000 compliant and running in production at that time.

S E R C A

A Year 2000 impact assessment on primary application systems

has been substantially completed. The majority of program code

at SERCA is either already Year 2000 compliant or is in the

process of being remedied. The remediation of code, testing

and implementation is scheduled to be completed by the end

of fiscal ’99. The remaining systems will either be replaced by

new applications or upgraded to versions that are Year 2000

compliant by the end of fiscal ’99.

In summary for Oshawa, all critical business applications will 

be remedied or replaced before critical Year 2000 system 

failure dates. Costs associated with the Year 2000 issue were 

immaterial in fiscal ’98. The total remaining cost of the Year 

2000 project is estimated to be $12 million. These costs will be

expensed as incurred.

Robert E. Boyd, c.a. (signed)
Executive Vice President Finance and 
Chief Financial Officer
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Respons ib i l ity  for  Financ i al  Report ing

The management of The Oshawa Group Limited is responsible to the Board of Directors for the preparation and integrity of
the consolidated financial statements and related information of the Company. These have been prepared in accordance with
generally accepted accounting principles consistently applied and are based on management’s best information and judgments.

To provide assurance in fulfilling its responsibilities, management maintains appropriate accounting records which incorporate
sound systems of internal control designed to safeguard the Company’s assets and ensure proper accounting of all of its
business transactions.

In support of carrying out these responsibilities, management and the Directors have the assistance of the internal audit
department, the external auditors and the Audit Committee of the Board, all of whom review and report on such matters.

The Company’s external auditors, Arthur Andersen & Co., conduct an independent examination of accounting records, policies,
procedures and internal controls in accordance with generally accepted auditing standards and express their opinion on the
consolidated financial statements.

The Audit Committee of the Board meets with both Arthur Andersen & Co. and the Director of Internal Audit to review their
audit findings. The Committee reviews the audited consolidated financial statements and management’s discussion and
analysis prior to their approval by the Board of Directors.

Allister P. Graham (signed) Robert E. Boyd, c.a. (signed)
Chairman and Chief Executive Officer Executive Vice President Finance and

Chief Financial Officer

Auditors ’  Report  to  the  Shareholders

We have audited the consolidated balance sheets of The Oshawa Group Limited as at January 24, 1998 and January 25, 1997
and the consolidated statements of earnings, retained earnings and changes in financial position for the years then ended.
These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion
on these financial statements based on our audits.

We conducted our audits in accordance with 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 misstatement.
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 consolidated financial statements present fairly, in all material respects, the financial position of the
Company as at January 24, 1998 and January 25, 1997 and the results of its operations and the changes in its financial position
for the years then ended in accordance with generally accepted accounting principles.

Arthur Andersen & Co. (signed)
Chartered Accountants
Toronto, Canada
March 17, 1998
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Consol idated Statements  of  Earnings

For the years ended January 24, 1998 and January 25, 1997 1998 1997
(in millions of dollars except share information)

Sales and other revenue – continuing operations $ 6,813.1 $ 5,987.6 

Cost of sales and expenses 6,651.7 5,837.5
Depreciation and amortization 66.2 59.7

6,717.9 5,897.2 

Earnings from continuing operations 95.2 90.4 

Interest (note 7) (7.9) (6.5)
Unusual items (note 8) (20.3) 8.8 

Earnings before income taxes 67.0 92.7 
Income taxes (note 9) 26.9 38.1 

Net earnings from continuing operations 40.1 54.6 

Discontinued operations (note 2) 13.9 0.6 

Net earnings $ 54.0 $ 55.2 

Per share:
Earnings from continuing operations $ 1.05 $ 1.43 
Earnings from discontinued operations 0.37 0.02 

Net earnings $ 1.42 $ 1.45 

Average number of shares outstanding 38,066,478 38,025,842 

Consolidated Statements  of  Retained Earnings

For the years ended January 24, 1998 and January 25, 1997 1998 1997
(in millions of dollars)

Balance, beginning of year $ 569.0 $ 534.2 

Add: Net earnings 54.0 55.2 

Less: Dividends – Class A shares 20.7 20.0 
– Common shares 0.4 0.4 

21.1 20.4 

Balance, end of year $ 601.9 $ 569.0 

T h e  O s h a w a  G r o u p  L i m i t e d
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Consol idated Balance Sheets

January 24, 1998 and January 25, 1997 1998 1997
(in millions of dollars)

Assets

Current assets
Cash and short-term investments $ 65.0 $ 20.1 
Accounts receivable 318.5 294.8 
Income taxes receivable 5.6 0.8 
Inventories 302.6 274.2 
Prepaid expenses 17.4 16.9 
Net assets of discontinued operations (note 2) - 99.7 

709.1 706.5 

Fixed assets (note 3) 501.8 509.7 
Other assets (note 4) 294.7 219.2 

$ 1,505.6 $ 1,435.4 

Liabilities

Current liabilities
Bank indebtedness $ 17.1 $ 36.0 
Accounts payable and accrued liabilities 429.5 379.0 

446.6 415.0 

Long-term debt (note 5) 128.6 120.0 

Deferred income taxes 36.2 53.9

Unearned revenue 36.4 24.6 

Shareholders’ equity

Capital stock (note 6) 255.9 252.9
Retained earnings 601.9 569.0 

857.8 821.9 

$ 1,505.6 $ 1,435.4

Approved on behalf of the Board

Allister P. Graham (signed) Peter C. Maurice (signed)
Director Director

T h e  O s h a w a  G r o u p  L i m i t e d
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Consol idated Statements  of  Changes in  Financial  Posit ion

For the years ended January 24, 1998 and January 25, 1997 1998 1997
(in millions of dollars)

Cash provided from:

Operating activities:
Net earnings from continuing operations $ 40.1 $ 54.6 
Charges to earnings not affecting cash:

Depreciation and amortization 66.2 59.7 
Restructuring charges 17.5 -
Amortization of unearned revenue (6.5) (4.9)
Gain on sale of real estate (5.3) (14.3)
Deferred income taxes (17.7) 8.1 

94.3 103.2 
Changes in working capital components other than cash (5.9) 5.2 

88.4 108.4 
Discontinued operations 12.9 7.3 

Cash flow from operations 101.3 115.7

Investing activities:
Purchase of fixed assets (130.4) (134.9)
Cost of acquisitions (note 10) (60.0) (30.4)
Loans and mortgages receivable 7.2 (12.7)
Deferred pension costs (4.2) (4.0)
Proceeds from sale of discontinued operations (note 2) 110.4 -
Net proceeds from sale of real estate (note 4) 46.1 54.8 
Disposal of fixed assets 5.9 13.2 
Other 6.3 (2.7)

(18.7) (116.7)
Discontinued operations (9.7) (13.3)

(28.4) (130.0)

Financing activities:
Long-term debt 9.0 (2.8)
Issue of Class A shares 3.0 0.7 

12.0 (2.1)

Dividends (21.1) (20.4)

Increase (decrease) in cash 63.8 (36.8)
Cash (bank indebtedness), beginning of year (15.9) 20.9 

Cash (bank indebtedness), end of year $ 47.9 $ (15.9)

Represented by:
Cash and short-term investments $  65.0 $ 20.1 
Bank indebtedness (17.1) (36.0)

$ 47.9 $ (15.9)

T h e  O s h a w a  G r o u p  L i m i t e d
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SUMMARY OF S IGN I F ICANT ACCO U NTI NG POLIC I ES

Pr inc ip les  of  Consol idat ion
The consolidated financial statements include the accounts of the
Company and its subsidiaries.

Inventor ies
Warehouse inventories are valued at the lower of cost and net
realizable value with cost being determined on a first-in, first-out
basis. Retail inventories are valued at the lower of cost and net
realizable value less normal profit margins as determined by the
retail method of inventory valuation.

Development and Store  Opening Expenses
Development and opening expenses of new stores and store 
conversions are written off during the first year of operation.

Fixed Assets  and Deprec iat ion
Major enlargements, remodelings and improvements are charged
to the appropriate fixed asset accounts. The cost of maintenance
and repairs which does not extend the life of an asset is charged
against earnings.

Fixed assets are recorded at cost, which in the case of land and
buildings includes carrying costs incurred during development,
construction and the initial leasing period, and are depreciated on
a straight-line basis at rates sufficient to amortize the cost of the
assets over their estimated useful lives as follows:

Classification Estimated Useful Life

Buildings 20 to 40 years
Equipment 3 to 10 years
Leasehold improvements term of lease plus first option

to a maximum of 20 years

Goodwil l
Goodwill, which is the excess of the cost of acquisitions over the
fair value of the net assets acquired, is amortized over its estimated
useful life, not exceeding 40 years, using the straight-line method.
Goodwill is written down when there has been permanent impair-
ment in its unamortized value. A permanent impairment in goodwill
is determined by comparison of the carrying value of unamortized
goodwill with the future earnings of the related business.

Unearned Revenue
Unearned revenue consists of rental revenue arising on the sale 
of a subsidiary in a prior year and a portion of the gain arising
from the sale of certain real estate properties in sale and leaseback
arrangements.

Unearned revenue is being taken into income over the terms of 
the leases.

Fiscal  Year
The fiscal year of the Company ends on the fourth Saturday 
in January.

DISCONTI N U ED OPERATIONS

During the year, the Company disposed of Pharma Plus Drugmarts
Ltd., its retail pharmacy operations, and Langs Cold Storage, its cold
storage facilities, for cash proceeds of $110.4. The results of opera-
tions and the net assets of these business units have been reported
as discontinued operations in these financial statements and the
comparative figures for the previous year reclassified.

1998 1997

Revenues from discontinued operations $ 291.8 $ 395.9

Earnings from discontinued operations 
(net of income taxes of $1.0; 1997 – $0.5) $ 1.3 $ 0.6

Gain on disposals of discontinued operations
(net of income taxes of $7.0; 1997 – Nil) 12.6 -

$ 13.9 $ 0.6

1

2

T h e  O s h a w a  G r o u p  L i m i t e d

Notes  to Consol idated Financial  Statements
For the years ended January 24, 1998 and January 25, 1997 
(in millions of dollars)
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FIXED ASSETS

1998

Accumulated
Cost Depreciation Net

Land $ 60.6 $ - $ 60.6
Buildings 197.3 38.5 158.8
Equipment 516.3 312.0 204.3
Leasehold improvements 143.8 65.7 78.1

$ 918.0 $ 416.2 $ 501.8

1997 

Accumulated
Cost Depreciation Net

Land $ 70.4 $ - $ 70.4
Buildings 214.7 40.1 174.6
Equipment 454.3 263.7 190.6
Leasehold improvements 129.9 55.8 74.1

$ 869.3 $ 359.6 $ 509.7

OTH ER ASSETS

1998 1997

Loans receivable $ 81.1 $ 69.8
Mortgages receivable 55.9 3.6
Goodwill, net of accumulated

amortization of $20.3 (1997 – $15.0) 79.5 70.9
Deferred pension costs 34.6 30.4
Other 43.6 44.5

$ 294.7 $ 219.2

Loans  Receivable
Loans receivable represent long-term financing to certain retail
Associates. These loans are primarily secured by inventory, fix-
tures and equipment, bear interest at rates which fluctuate with
prime and have repayment terms of up to ten years. The carrying
amount of the loans receivable approximates fair value based on
the variable interest rates charged on the loans and the operating
relationship of the Associates with the Company.

Mor tgages  Receivable
During the year, the Company sold 24 retail properties for proceeds
of $96.4 including vendor take-back mortgages of $50.3 for a 
term of 3 years bearing interest at 5.25%. Principal repayment is
due on maturity.

The loans and mortgages receivable are net of a current portion of
$14.9 (1997 – $34.7).

LONG-TERM DEBT

1998 1997

Series “A” debentures $ 100.0 $ 100.0
Mortgages and loans payable 29.6 20.6

129.6 120.6
Less current portion 1.0 0.6

$ 128.6 $ 120.0

The unsecured Series “A” debentures due June 30, 2003 bear inter-
est at a rate of 8.25% per annum and are redeemable in whole or
in part, at any time, at the greater of par and a formula price based
upon yields at the time of redemption.

The mortgages and loans payable bear interest at an average rate
of 6.26% per annum with repayments of less than $1.4 in each of
the four years commencing in fiscal 2000.

As at January 24, 1998 and January 25, 1997, the estimated fair value
of the long-term debt including current maturities, exceeded carrying
value by $12.7 and $8.5 respectively.

5
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Notes  to  Consol id ated Financ i al  Statements
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CAPITAL  STOC K

1998 1997

Authorized
Unlimited number of Class A 

and Common shares

Issued
37,491,629 Class A shares (1997 – 37,345,569) $ 255.8 $ 252.8

685,504 Common shares (1997 – 685,504) 0.1 0.1

$ 255.9 $ 252.9

The Class A shares are non-voting, participating and are entitled to
a non-cumulative annual dividend of 10 cents per share in priority
to the payment of dividends on the Common shares.

The Company has reserved 3,315,541 Class A shares for issuance
under the Stock Option Plan for Officers and Key Executives, 1982.
During the year 146,060 (1997 – 33,509) Class A shares were issued
for cash consideration of $3.0 (1997 – $0.7) as a result of the exer-
cise of certain of these options. As at January 24, 1998 options for
1,940,237 Class A shares are outstanding under this plan exercisable
until 2008, at prices between $17.75 and $34.50 per share. The 
exercise of these options would have no material dilutive effect on
earnings per share.

I NTE R EST 

1998 1997

Interest on long-term debt $ 9.3 $ 9.3
Other interest - 0.1

9.3 9.4
Less investment income 1.4 2.9

$ 7.9 $ 6.5

U N USUAL ITEMS 

1998 1997

Restructuring costs $ (25.6) $ (5.5)
Gain on sale of real estate 5.3 14.3 

$ (20.3) $ 8.8 

The fiscal 1998 restructuring charges include costs of $11.7 for the
closure of two distribution facilities in Quebec and Ontario and for
other administrative cost reduction initiatives, mainly severance,
together with a charge of $13.9 to write down divisional informa-
tion systems. The Company’s estimated useful life of existing 
systems has been revised in recognition of the Company’s planned
implementation of new enterprise-wide business applications, and
the outsourcing of certain information technology services.

The gain on sale of real estate is net of a deferred gain of $18.3 (1997
– $10.7) arising from certain sale and leaseback arrangements.

In fiscal 1997, restructuring costs related primarily to the retail 
conversion of the ‘Food City’ chain to ‘IGA’ and the rationalization of
certain distribution facilities, as well as staff reduction initiatives.

EFFECTIVE  I N COME TAX RATE

1998 1997

Combined basic Canadian 
and Ontario income tax rate 44.6% 44.6%

Tax reductions due to 
lower rates in other provinces (6.3) (4.5)

Tax reductions arising from the non-taxable 
component of real estate gains (1.3) (1.8)

Other items 3.1 2.8

40.1% 41.1%

9
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Notes  to  Consol id ated Financ i al  Statements
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ACQU ISITIONS

Early in the year, the Company purchased the assets of Scott National,
a foodservice distributor operating in Alberta, Saskatchewan,
Manitoba and northwestern Ontario. Total assets, including good-
will, were acquired at a cost of $72.5, which was satisfied by the
assumption of liabilities of $26.9 and a cash payment of $45.6. In
addition, for aggregate cash consideration of $14.4, the Company
acquired the assets of six grocery stores located in the Greater
Montreal area.

In the prior year, the Company acquired substantially all of the assets
of Neptune Food Services, a British Columbia foodservice distributor.
Total assets, including goodwill, were acquired at a cost of $52.6,
which was satisfied by the assumption of liabilities of $22.2 and a
cash payment of $30.4.

LEASES

As at January 24, 1998, minimum lease payments for store locations,
office and warehouse facilities and equipment (exclusive of addi-
tional amounts based on percentage of sales, taxes, insurance, and
other occupancy charges) are as follows:

1999 $ 99.4
2000 91.0
2001 82.9
2002 75.6
2003 66.3
After 2003 362.5

$ 777.7

It is expected that rental revenue of $34.0 will be received in the 
fiscal year ending January 23, 1999, from locations which have 
been sublet.

R E L ATED PARTY TR ANSACTIONS

The Company rented a warehouse and two retail outlets from a
company owned by certain Officers, Directors and their families.
Rental payments for the year ended January 24, 1998 amounted 
to $1.4 (1997 – $1.4). The consideration paid is on similar terms as
those to unrelated parties.

PENSION PL ANS

At January 1, 1998, pension fund assets of $150.9 (1997 – $137.7),
computed using the moving average market value, were available
to satisfy actuarial estimates of pension benefits of $140.2 (1997 –
$129.6) accrued at that date.

SU BSEQU ENT EVENT

The Company expects to outsource certain information tech-
nology services, including local area network and wide area 
network services, to a third party provider. As new business and
systems applications are developed by the Company, the related
data centre and distributive processing services will be provided 
by the third party.

COMPARATIVE  F IGU R ES

The comparative figures have been reclassified to conform to the
current year’s presentation.

Notes  to  Consol id ated Financ i al  Statements
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SEGMENTED I N FORM ATION

Grocery – Agora Foodservice – SERCA Consolidated

1998 1997 1998 1997 1998 1997

Sales and other revenue – continuing operations
Outside $ 5,565.4 $ 5,336.6 $ 1,247.7 $ 651.0 $ 6,813.1 $ 5,987.6 

Inter-segment 2.0 5.6 - -

$ 5,567.4 $ 5,342.2 $ 1,247.7 $ 651.0 

Earnings from continuing operations $ 84.3 $    88.4 $ 10.9 $    2.0 $ 95.2 $ 90.4 

Interest (7.9) (6.5)
Unusual items (20.3) 8.8 
Income taxes (26.9) (38.1)
Discontinued operations (net of tax) 13.9 0.6 

Net earnings $ 54.0 $    55.2 

Assets
Segment $ 1,090.9 $ 1,097.4 $  248.6 $ 172.4 $ 1,339.5 $ 1,269.8 

Net assets of discontinued operations - 99.7 
Corporate 166.1 65.9 

Total $ 1,505.6 $ 1,435.4 

Capital expenditures
Segment $ 121.8 $ 126.2 $ 3.9 $ 4.4 $ 125.7 $ 130.6

Corporate 4.7 4.3

Total $ 130.4 $ 134.9

Depreciation and amortization
Segment $ 56.1 $ 52.5 $ 8.2 $ 4.7 $ 64.3 $ 57.2

Corporate 1.9 2.5

Total $ 66.2 $ 59.7

16

Notes  to  Consol id ated Financ i al  Statements
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Ten-Year  Review

1998 1997 1996
January 24 January 25 January 27

(in millions of dollars except share information)

Income Statement Sales and other revenue $ 6,813 $ 5,988 $ 5,765
Salaries, wages, benefits 462 409 388
Depreciation and amortization 66 60 57
Interest (8) (7) (6)
Income taxes 27 38 47
Earnings from continuing operations (a) 95 90 117
Net earnings (b) 54 55 65

Balance Sheet Total assets 1,506 1,435 1,259
Current assets 709 707 570
Current liabilities 447 415 377
Working capital 262 292 193

Financing Shareholders’ equity 858 822 786
Long-term debt 129 120 121

Cash Flow Cash flow from operations 101 116 162
Capital expenditures 130 135 106
Dividends paid 21 20 20

Key Financial Ratios Current 1.59:1 1.70:1 1.51:1
Return on opening equity 6.57 7.00 8.77
Earnings from continuing operations as % of sales 1.39 1.50 2.03
Long-term debt to equity .15:1 .15:1 .15:1

Per Share Data Net earnings (b), (c) 1.42 1.45 1.72
Dividends paid 0.555 0.535 0.515
Shareholders’ equity (c) 22.47 21.61 20.70
High-low stock price 26.25 - 19.25 23.88 - 18.50 24.13 - 18.00
Average number of shares (d) 38,066,478 38,025,842 37,994,375
Number of shares at year end (d) 38,177,133 38,031,073 37,997,564

Number of full and part-time employees at year end 16,050 14,419 14,400

(a) Earnings from continuing operations exclude the results of Towers department stores
which were sold in fiscal 1991 and Pharma Plus Drugmarts Ltd. and Langs Cold Storage
which were sold in fiscal 1998.

(b) Net earnings and earnings per share have been restated for prior period adjustments
made to fiscal years 1989 to 1994.

(c) Earnings per share have been calculated on the average number of shares outstanding
during the year. Shareholders’ equity per share has been calculated on the shares
outstanding at the end of the year.

(d) Combined Class A and Common
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1995 1994 1993 1992 1991 1990 1989
January 28 January 22 January 23 January 25 January 26 January 27 January 28
(53 weeks) (53 weeks)

$ 5,650 $ 5,305 $ 4,591 $ 4,205 $ 4,285 $ 4,092 $ 3,740
428 416 379 344 351 324 306

55 50 40 34 31 27 24
(8) (7) 0 6 0 (9) (4)

30 32 24 19 42 41 37
83 77 58 57 105 109 95
53 46 40 34 59 69 56

1,191 1,139 1,033 917 899 827 716
568 542 475 499 539 503 443
345 341 373 258 278 278 320
223 201 102 241 261 225 123

741 697 658 628 603 550 388
124 124 24 23 25 31 38

86 89 114 74 48 80 48
60 59 49 38 65 64 72
19 18 17 17 16 13 11

1.65:1 1.59:1 1.27:1 1.93:1 1.94:1 1.81:1 1.38:1
7.60 6.99 6.37 5.64 10.73 17.78 16.42
1.47 1.45 1.26 1.36 2.45 2.66 2.54
.17:1 .18:1 .04:1 .04:1 .04:1 .06:1 .10:1

1.40 1.24 1.09 0.93 1.64 2.10 1.75
0.495 0.475 0.46 0.455 0.43 0.39 0.35
19.49 18.58 17.78 17.14 16.60 15.35 12.09

24.25 - 17.13 25.25 - 20.13 24.13 - 17.00 35.63 - 19.25 33.75 - 27.25 33.88 - 23.13 25.25 - 19.00
37,761,124 37,234,796 36,800,013 36,499,331 36,028,663 32,915,183 32,036,957
37,993,124 37,510,499 36,986,556 36,618,253 36,346,299 35,844,222 32,113,828

14,628 14,243 14,445 13,481 14,407 14,074 13,603
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Recent Appointments to the 
Board of Directors

Stanley Hartt o.c., q.c., Chairman, Salomon Smith
Barney Canada Inc. is also a Managing Director of
Salomon Barney. His additional directorships include
O&Y Corporation, Gulf Canada Resources Limited and
Sun Life Assurance Company of Canada.

Lawrence Stevenson
is President, Chief Executive Officer and a Director of
Chapters, Inc. He also serves as a director of CAE Inc.
and was Managing Director of the management
consulting firm, Bain and Company.

Peter Maurice is Vice Chairman of CT Financial
Services Inc. which is the parent company of the
Canada Trust group of companies. He is also a direc-
tor of Dofasco Inc. and other Canadian companies.

Charles Winograd 
is Deputy Chairman and a Director of RBC Dominion
Securities Inc. In addition, he is a director of Algoma
Steel Inc., Harrowston Inc. and Hartley Poynton
Limited.

Directors

Donald Carr, q.c.†‡

Allister P. Graham 

Stanley H. Hartt, o.c., q.c.†‡

Peter C. Maurice*†

Charles Perrault, c.m., m.eng.*•

Lawrence Stevenson*•

Charles Winograd†‡

Harold J. Wolfe*‡

Harvey S. Wolfe* 

Jonathan A. Wolfe

Myron J. Wolfe•

Richard J. Wolfe•

* Audit Committee

† Management Resources and Compensation Committee

‡ Nominating Committee

•Pension Fund Committee

Officers

Allister P. Graham
Chairman and Chief Executive Officer

Jonathan A. Wolfe
President and Chief Operating Officer

Robert E. Boyd, c.a.
Executive Vice President Finance and 

Chief Financial Officer

Leonard Eisen, f.c.a.
Vice President and Treasurer

Darrell Ewert
General Counsel and Corporate Secretary

Corporate Management

Pierre Croteau
Vice President

Agora Eastern Region

Wayne A. Wagner
Vice President

Agora Western Region

Bruce West
Vice President

Agora Central Region

Myron J. Wolfe
Group Vice President

Foodservice and Produce Companies

Corporate Management (cont’d)

Jay Peters
President

Agora Retail Brands

Gilles Turgeon, c.m.a.
Vice President and Corporate Controller

Tim Carter
Vice President

Public Affairs

Stephen Flatt
Vice President

Strategic Development

David Hallett
Vice President and Chief Information Officer

Michael Moffat
Vice President

Business Planning

Aliana Rozenek
Vice President

Human Resources

Ed Treacy
Vice President

National Logistics

Harold J. Wolfe
Vice President

Real Estate

Corporate  Informat ion

Appointments for 1997 – (fiscal year) Appointments for 1998 – (fiscal year)



Registrar and Transfer Agent

Class A Shares

Montreal Trust

Toronto, Montreal, Calgary,

Regina and Vancouver

Auditors

Arthur Andersen & Co.,

Toronto

Bankers

Bank of Montreal

Bank of Nova Scotia

Canadian Imperial Bank of Commerce

Hongkong Bank of Canada

National Bank of Canada

Royal Bank of Canada

Toronto Dominion Bank

Listed on

Toronto Stock Exchange

Montreal Exchange

Stock Symbol: OSH.A

Investor Information

Robert E. Boyd, c.a.

Head Office

302 The East Mall,

Etobicoke, Ontario

Canada M9B 6B8

Tel: (416) 236-1971

Fax: (416) 236-2071

Annual Meeting

The annual meeting of shareholders 

will take place at 10:30 a.m.,

Thursday, June 18th, 1998 in the 

Glenn Gould Studio 

Canadian Broadcasting Centre 

250 Front Street West

Toronto

Printed in Canada 

Corporate  Data

Grocery Segment – Agora

Eastern Region

Marchands en alimentation Agora inc.

Montreal, Quebec

Pierre Croteau
President and General Manager

Agora Food Merchants

Halifax, Nova Scotia

Denis Lemay
President and General Manager

Western Region

Agora Food Merchants

Edmonton, Alberta

Wayne Wagner
President

Agora Food Merchants

Winnipeg, Manitoba

Richard Wolfe
President

Central Region

Agora Food Merchants

Toronto, Ontario

Bruce West
President and General Manager

Fieldfresh Farms Inc.

Oakville, Ontario

Peter Warmels
General Manager, Dairy

The Ontario Produce Company

Toronto, Ontario

Bradford, Ontario

James Diodati
Vice President and General Manager

Marketing Services and 
Retail Brands Development
Agora Food Merchants, Retail Brands

Toronto, Ontario

Jay Peters
President

Foodservice Segment – SERCA
SERCA Foodservice Inc.

Toronto, Ontario

Gary Seaman
President and General Manager
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The Oshawa Group Limited


