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VISION

Together we will be the model for innovative, sustainable, and
responsible service within the Manitoba community and marketplace.

MISSION

To regulate, distribute and sell beverage alcohol, generating revenue
for Manitobans within a framework of social responsibility, customer
service excellence, business effectiveness and workplace quality.

VALUES

Foster a positive work force by
working together as a team towards
our common goals.

Promote the responsible sale and
consumption of beverage alcohol,
promote sustainable development and
demonstrate a commitment to our
community.

Develop respectful and ethical
relationships and be fully accountable
for our actions, decisions and
behaviours.

Provide superior service to our
customers, partners and co-workers.

Encourage our employees to be
innovative.
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The

is the governing body that oversees
the activities of the MLCC. The Board
Chair reports to the minister respon-
sible for The Liquor Control Act, who,
in turn, reports to the Legislative
Assembly. The day-to-day operation of
the MLCC is the responsibility of the
President and Chief Executive Officer
(CEQ), who reports to the Board.

The Board of Commissioners is
comprised of 10 Board Members who
are appointed by the Manitoba Gov-
ernment. One person is appointed

as chair and another as vice-chair.
The Board meets no less than six
times per year and is responsible

for the following general governance
processes:

e adoption of a strategic planning
process, approval of strategic
plans and monitoring perfor-
mance against plans;

e approving annual capital and
operating plans and monitoring
performance against those plans;

e approving policies and processes
to ensure the integrity of the
MLCC'’s internal control and
management information
systems;

e assessing the contribution of
the Board, committees and all
Board Members annually;

e  preparing recommendation(s)
to the minister responsible
respecting the appointment or
termination of the CEQ;

e succession planning,
performance evaluation and
leadership development for the
CEO and senior management;

e approving the standard
compensation structure and
benefits package for all
employees; and

e approving a communications
policy for the MLCC.

The Board is assisted by the work
of several committees. These commit-
tees include:

¢ Governance Committee;

e Strategic Planning and Budgeting
Committee;

¢ Audit Committee; and
¢ Human Resources Committee.

In addition, the Board operates
under a well-articulated Governance
by-law, which includes specific
responsibilities for the Chair and
Board Members, as well as Terms
of Reference for various committees.
A corporate Code of Conduct also
guides the actions of the Board and
all MLCC employees.

considers applications for licences
and determines the appropriate
disciplinary action for breaches of The
Liquor Control Act and Regulations.
These decisions may be appealed to
the Board of Commissioners.

The Licensing Board is comprised
of five persons appointed by the
Lieutenant Governor in Council. The
Board may be called to meet at any
time by the Chair of the Board. All
meetings of the Licensing Board are
open to the public.

The Licensing Board (standing | — r): Dale Neal
(vice-chair); Vic Wonnacott (chair); Les Barrett

(seated | —r): Lorraine Sigurdson;
Cliff Bernhardt



Eugene Kostyra
(seated | —r): Fran Frederickson (vice-chair); Carmen Neufeld (chair); Myrna Phillips
(missing) Maria Moore

ON BEHALF OF THE BOARD OF COMMISSIONERS, | AM PLEASED
TO PRESENT THE 88™ ANNUAL REPORT OF THE MLCC FOR
FISCAL 2011.

F11 was the MLCC’s most successful year to date, returning over $250 million to the
provincial government and the people of Manitoba. This is a remarkable achievement
and credit must be given to the entire management team for increasing net profits while
remaining fiscally responsible.

Under the leadership of President & CEO Ken Hildahl, the MLCC, in conjunction with the
Board, developed a Vision Statement and a new three-year Strategic Plan that set the
course for success in F11 and beyond. The plan incorporates initiatives for both the short-
and long-term future of the MLCC. Many initiatives within the plan involve changes to The
Liquor Control Act, and will also impact Manitoba’s hospitality industry. These proposed
changes will be addressed by government early in F12.

Throughout F11, the Board remained supportive of the MLCC's efforts in all areas of social
responsibility — from refusing service to minors and intoxicated individuals in Liquor Marts,
to enforcement of liquor laws in licensed premises, to the public information programs and
strategies that address specific alcohol related issues. We continue to be proud of nation-
ally and internationally-recognized programs, such as the Be With Child — Without Alcohol
program (FASD), Be Undrunk (binge drinking among young adults) and Be the Influence
(parental influence on children’s attitudes toward alcohol).

We were extremely pleased with the response and participation at the Summit on Youth

& Alcohol; which was hosted by the MLCC in October 2010. The summit brought together
experts and participants from many areas to address the issues surrounding the use of
alcohol by youth. The exchange of ideas and best practices, as well as the participation by
approximately 80 youth, was instrumental in the development of some of the recommenda-
tions under consideration by government as part of the changes to The Liquor Control Act.

F11 was a very challenging year on many fronts for the MLCC; however, the year end
results speak for themselves. Much of the success is due to a team environment that
fosters commitment throughout the organization. Thank you to the members of the
Board of Commissioners, the MLCC executive, management and all employees for
your outstanding team effort this past year.

Aol

CARMEN NEUFELD
Chair, Board of Commissioners

(standing | — r): Les Crisostomo; Garry Hammerback; Janine Ballingall Scotten; Ed Azure; Aidan O’Brien;
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INNOVATION. SUSTAINABILITY. RESPONSIBILITY. THESE THREE
GUIDING PRINCIPLES FORM THE BASIS OF THE MLCC’S NEW
VISION STATEMENT AND A NEW THREE-YEAR STRATEGIC PLAN
FOR F11 — F13.THE FIRST YEAR OF THE PLAN RESULTED IN AN
UNPRECEDENTED RETURN OF $250.5 MILLION TO THE PROVIN-
CIAL GOVERNMENT, A 7% INCREASE OVER LAST YEAR AND THE
LARGEST NET PROFIT IN THE MLCC’S 88-YEAR HISTORY.

F11 has been about building relationships; both internally and externally. Internally, it was
important that our employees not only had an opportunity to contribute to our strategic
plan but that they understood their role in the plan and the reasoning behind the various
objectives and strategies. Executive management spent several weeks in early F11
meeting with employees across the province to share the plan and our vision for the
organization. These efforts have produced tremendous results and | credit our success
this past year to our employees for helping us execute the new plan. Credit must also

be given to support from our external business partners. Over the past year, | spent

a significant amount of time meeting with various industry members and fostering
relationships in support of our new vision and direction.

Throughout all of our activities this past year, our vision principle of Innovation has been
front and centre. To help gather and grow employee ideas, we created an Innovation
Team or iTeam, comprised of employees from all levels of the organization. | would like
to thank the iTeam for their efforts this past year and to all employees for their creative
suggestions. The team acted on many of the ideas that came forward, which contributed
to the success of this past year. | look forward to continuing to work with the committee,
receiving new ideas and using the expertise of our employees to help us continue to
build for the future.

Much time and energy was also put toward identifying changes that would help
modernize the province’s liquor laws and MLCC policies. In discussion with government,
almost 40 changes to legislation, regulation and policy were recommended for change
by late F11.



Sustainability, another principle of our new Vision Statement, is evident by our
commitment to developing a Sustainable Building Strategy. Our intent is to minimize
our impact on the environment and create a healthier retail environment for employees
and our customers. In F11, store renovations included bright colours using low VOC
paint, attractive finishings made from recycled materials, natural daylight and energy
efficient lighting.

While we continued to make improvements in our stores, we have been no less busy
behind the scenes. In F11, the MLCC selected a retail centralized merchandising
software solution that will significantly change the way Liquor Marts manage their
product inventory. We further enhanced our support for business activities with an
upgrade to our computer system and introduced chip card technology within Liquor
Marts to improve security and convenience for customers who pay with credit cards.

Responsibility, our third guiding principle of the new Vision, continues to be intertwined
in all MLCC activities. Licensee education and enforcement efforts continue with the aim
of regulatory compliance, and public information programs continue to be refreshed and
broadened in their appeal. We have also focused efforts on growing our partnerships

in the area of social responsibility. In F11, the MLCC partnered with Manitoba Public
Insurance, MADD Canada and Brandon Police Services on a six-month pilot program

in Brandon called “Call 9-1-1 to Report Impaired Drivers”

The vision that we created for the MLCC is clearly producing results. The innovative
ideas generated this past year are seeds that will continue to germinate and grow over
the next several years and result in significant improvements in the way we sell, regulate
and distribute beverage alcohol products within Manitoba.

| want to thank the Board of Commissioners for their continued support over the past
year. A big thank you to the Executive Management Team who has worked long and hard
to ensure we met our obligations to government under challenging economic conditions.
| also want to thank the entire management team and your staff for your dedication

and ongoing support for the new strategic plan. Lastly, but most importantly, | would

like to thank all the employees of the MLCC who on a day-to-day basis demonstrate
commitment and service excellence to the people of Manitoba.

KEN HILDAHL
President & CEO
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MANITOBA LIQUOR CONTROL COMMISSION

THE VISION

INNOVATIVE
We encourage our employees to
be innovative.

SUSTAINABLE
We promote sustainable development
and are committed to our community.

RESPONSIBLE
We promote the responsible sale
and consumption of beverage alcohol.



SUSTAINABLE

A

BUSINESS PLAN F
REVIEW 1

The MLCC’s Strategic Plan is comprised of five goal areas.
These areas provide the blueprint for incorporating the
Vision, Mission and Values into its daily operational activities.

FINANCIAL ' SOCIAL RESPONSIBILITY = CUSTOMER SERVICE
BUSINESS EFFECTIVENESS | [WORKPLACE QUALITY

The following is an overview of the MLCC’s accomplishments in F11.

. Do
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OBJECTIVE:

FORTHE FIRST TIME IN THE MLCC’S
88 YEAR HISTORY, NET PROFIT
EXCEEDED $250 MILLION!

8 MANITOBA LIQUOR CONTROL COMMISSION ANNUAL REPORT 2011




Be Undrunk — The binge
drinking awareness and educa-
tion program for young adults
18-25 years of age capitalized

on the popularity of the Twilight
book and movie series with an
on-line contest to win tickets to a
preview of the movie Eclipse. To
enter the contest, site visitors had
to take a quiz to test their alcohol
consumption knowledge, or
participate in a survey on drinking
habits and share the web site
with friends. The month-long
promotion saw a 2,000%
increase in visits to the web site
and over 5,500 contest entries.
The Be Undrunk Facebook fan
page drew almost 1,400 mem-
bers with comments and discus-
sion in support of the program
and its message for young adults
on dangers of binge drinking.

Be With Child-Without Alcohol
— The alcohol and pregnancy
program was refreshed with a
new booklet available in English,
French, Cree and Ojibway. The
web site was also refreshed to
complement the booklet and
includes an opportunity to pose
questions to Dr. Sally Longstaffe,
Medical Director at the Manitoba
FASD Centre

Be the Change — Caught Safe
& Sober — To thank sober drivers
during the holiday season, the
MLCC partnered with Operation
Red Nose and both Winnipeg
and Brandon police services

to promote the ‘Caught Safe &
Sober’ campaign. The campaign
provided sober drivers and users
of Operation Red Nose with an
opportunity to win a weekend
getaway. The MLCC also pro-
moted its “I hate impaired driving’
message and web site with
billboards throughout Manitoba
during the busy Christmas
holiday season.

y

Operation Red Nose — The
MLCC is a provincial sponsor of
and participant in the annual safe
ride home program held during
the Christmas holiday season.

Youth & Alcohol Summit —

A summit on youth and alcohol
was held on October 20, 2010 in
Winnipeg. The summit brought
together stakeholders to share
ideas and make recommenda-
tions to government on delay-
ing or preventing alcohol use

by youth. Participation included
representatives from various
government departments,
health and addictions agencies,
social interest groups, law
enforcement, the beverage
alcohol and hospitality industries,
as well as youth representing
Grades 9 to 12. Recommenda-
tions from the summit were
presented to government for
consideration under changes to
The Liquor Control Act and its
regulations contemplated for F12.

CFL legend Michael “Pinball” Clemons
shares his inspirational message with
youth attending the Youth & Alcohol
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SOCIAL RESPONSIBILITY

The MLCC balances education and
enforcement of licensed premises
and occasional permit functions to
ensure compliance with The Liquor
Control Act. Inspection Services uses
a risk-based inspection program
dependent upon the type of licence
held and the previous history of oper-
ation. Establishments where liquor

is the primary component of the
operation, such as a beverage room,
cabaret, beer vendor, and cocktail
lounge, are inspected more frequently
than those where food is the primary
component of the operation.

Progressive disciplinary action is
recommended for those licensees,
permittees and banquet hall op-
erators who continue to breach The
Liquor Control Act and Regulations.

NUMBER OF INSPECTIONS:

Target: 25,500
Actual: 22,874

Target: 20%
Actual: 23.1%

Target: 97%
Actual: 96.6%

*Note — Vacancies in Inspections
Services resulted in the variance in
inspections numbers.

NUMBER OF EDUCATIONAL
SEMINARS:

Target: 125

Actual: 195

Target: 75

Actual: 83

Une carte-photo d'identité valide peut étre exigée

To help counter underage drinking,
Liquor Mart employees ask for proof
of age from customers who look
under 25 years of age. Liquor Marts
are expected to ask for photo-id
100% of the time and to ensure this
is occurring, the MLCC uses profes-
sional shoppers to shop its stores. If a
Liquor Mart does not achieve a 100%
score, remedial action involving staff
training will occur.

Target: 100% rating per store

Actual: 91% overall

LEGISLATIVE CHANGES
REGULATIONS:

To uphold laws under The Liquor
Control Act and in keeping with its
commitment to social responsibil-

ity, Liquor Mart employees request
proof of age identification from young
adults and refuse service to minors
and impaired customers.

PROOF OF AGE REQUESTS
F11 362,690
F10 311,143

MINORS REFUSED

F11 12,210
F10 14,430
IMPAIRED REFUSED
F11 13,274
F10 11,939

An amendment of 177/94 Liquor Licensing Regulation by M/R 10/2011 became
law on April 1, 2011. The amendment requires managers, servers, bartenders,
and security staff in licensed premises to be certified in a responsible service and
safety course upon entry into the industry. The amendment included clarification
on persons required to be at licensed premises while open to the public.



The MLCC is committed to the
integration of sustainable develop-
ment into all of its business decisions,
actions and operations.

MLCC is continuing its commitment
to develop a Sustainable Building
Strategy to minimize its impact on
the environment, create a healthier
retail environment for employees and
patrons, and to meeting the intent

of the Province of Manitoba’s Green
Building Policy.

Some of the initiatives implemented
while renovating Liquor Marts in
F11 include:

e using natural daylight and energy
efficient lighting;

e installing water efficient fixtures;
* managing construction waste;

* installing bike racks at select
Liquor Marts for staff and
patron use;

e improving air quality by using
low VOC paints, adhesives and
sealants and managing indoor air
quality during construction and
renovations; and

e using post-consumer recycled
glass from recycled wine and
beer bottles in the countertops at
the St Vital Square Liquor Mart.

A biennial waste audit in F11 dem-
onstrated that the waste diversion
strategy implemented at MLCC’s
Head Office in 2008 has success-
fully diverted 65-70% of waste from
the landfill. This was done through a
composting and recycling program at
Head Office, as well as its recycling
program at all Winnipeg and Brandon
Liquor Marts and in rural Liquor Marts
where recycling is available.

In F11, the MLCC officially became a
partner with Lake Friendly by making
a commitment to using Eco Logo
certified cleaning products. In
addition, goods and services RFPs
included criteria such as reduced/
reusable packaging, sustainable
transportation initiatives and
purchase of commodities where
efficiency, recycled content,
verifiable certifications, and product
composition are considerations.

Throughout F11, the MLCC par-
ticipated in a number of events and
initiatives to promote environmental
awareness both internally and exter-
nally. Activities included:

e participation in the AIR MILES
My Planet program

e participation in the Commuter
Challenge

e tree planting with Diageo, and

¢ hosting Earth Day activities for
employees.

The MLCC continues to maintain
a page on its internal web site
with information about corporate
sustainability initiatives, as well as
tips on green living for employees.

Fair Trade is an international system
of doing business based on dialogue,
transparency and respect. It contrib-
utes to sustainable development by
offering better trading conditions for
producers and workers in developing
countries. MLCC supports Fair Trade
by offering Liquor Mart customers

26 fair trade products.

The MLCC also offers some 46
organic beverage alcohol products
for its customers. Organic beverage
alcohol products are made from
grapes and grains grown in accor-
dance with the principles of organic
farming, which generally excludes
the use of artificial chemicals such
as fertilizers, pesticides, fungicides
and herbicides.

The MLCC monitors greenhouse gas
emissions on an ongoing basis and
has compiled a Greenhouse Gas
Emissions Inventory to evaluate our
performance.

L10Z 1HOd3ad TVNNNY
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SOCIAL RESPONSIBILITY
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WINNIPEG HARVEST HUNGER FOR HOPE

Thirteen thousand dallars

SPONSORSHIPS

m
— 15 13.000.00 ’ _

The MLCC supports community and charitable organizations throughout the year through sponsorships, silent auction
donations and in-store fundraising activities such as coin boxes and customer-ask programs. F11 sponsorship and event

support included:

ALS Society

Alzheimer Society

Brandon Folk Festival

Brandon Wheat Kings
Canadian Tour Players Cup
Cancer Care Manitoba
Capturing Opportunities (Brandon)
Child Find Manitoba

Children’s Rehabilitation Centre
CNIB Eye on the Arts
Concordia Hospital Foundation
Crohn’s & Colitis Foundation
Dauphin Countryfest

Dauphin Ride Program

WINE FESTIVALS

Festival du Voyageur
Folklorama
Grace Hospital Foundation

Health Sciences Centre Laureate
Awards

Hemophilia Society
Juvenile Diabetes
LPGA-CN Canadian Open
ManitoAhbee

Manitoba Museum
Manitoba Opera

Memorial Cup

Mike Weir Golf Tournament
Misericordia Foundation

MTC Fringe Festival

Manitoba Moose

Neepawa Lily Festival
Operation Red Nose

Rainbow Stage

Riverview Health Centre

SCE Lifeworks

Seven Oaks Hospital Foundation
Special Olympics Manitoba
United Way

Winnipeg Blue Bombers
Winnipeg Folk Festival
Winnipeg Goldeyes

Winnipeg Symphony Orchestra

Manitoba Liquor Marts also assist urban and rural communities with hosting wine festivals as fundraising events for
community and charitable organizations. These events also provide the MLCC with opportunities to enhance product
knowledge. The largest of these events is the Winnipeg Wine Festival in support of Special Olympics Manitoba.

MANITOBA LIQUOR CONTROL COMMISSION ANNUAL REPORT 2011

12

Community Charity/Recipient $ Raised
Brandon (Westman Wine Festival) Brandon Rotary Club — Elspeth Reid Family Resource Centre $9,455
Dauphin Dauphin Rotary Club $7,654
Neepawa Viscount Cultural Centre $2,453
Pine Falls Pine Falls Arena/Curling Club Renovation Project $3,200
Russell Russell Recreation Commission — Russell Regional Multiplex Project ~ $4,186
The Pas The Pas Health Complex Foundation, Inc $4,750
Thompson Thompson Community Foundation $4,644
Winnipeg (Winnipeg Wine Festival) Special Olympics Manitoba $293,000
Winnipeg (Flatlander’s Beer Festival) Manitoba Moose Yearling Foundation $51,039



GOAL: OBJECTIVE:

MLCC PRODUCT LISTINGS

LIQUOR MART DEVELOPMENT
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MLCC Product Ambassadors
conducted approximately 130 public
and private product tasting and
education sessions to more than
3,800 attendees during F11. These
courses include food and product
pairing sessions, wine appreciation
sessions, and scotch seminars. In
Winnipeg, courses are generally
conducted in the Education Cen-
tres at the Grant Park and Madison
Square Liquor Marts in Winnipeg or
in the MLCC'’s Head Office Tasting
Room. Rural courses are held at
various locations.

The MLCC is also committed to
ensuring Liquor Mart staff are
knowledgeable in all product areas
and provided 48 training seminars
and education sessions throughout
the year for Liquor Mart product
consultants and MLCC staff. These
include the Basic Product Knowledge
Course and a Higher Certificate
Course.

Product Ambassadors also participate
in radio and television media oppor-
tunities to promote new and seasonal
products.

Manitoba Liquor Marts continued to
sponsor and support Great Tastes

of Manitoba, the longest running

and top-rated cooking show in
Manitoba, including all food programs
running on the Food Network. Alun
Bowness, MLCC'’s Specialty Purchas-
ing Manager is the resident beverage
consultant, recommending wine and
spirits that will match the dishes pre-
pared by the cooks on the show.

To improve customer service
on-line, the MLCC's retail web site,
www.liguormartsonline.com, was
updated to allow customers to pur-
chase Liquor Mart Gift Cards and to
pay more securely using Paypal.

A Twitter account was also estab-
lished to allow for the tweeting of
product and business information.

A new standard agreement for
liquor vendors was finalized and
agreements were signed with all
176 liquor vendors.

In F11, the MLCC increased the num-
ber of Licensing & Permit Advisors
from one to four to improve service
and support for businesses seeking a
liquor licence.

In consultation with the provincial
government, the MLCC undertook a
review of its policies, and proposed

a number of changes to The Liquor
Control Act and its regulations

with the aim of reducing red tape,
improving commercial customer
service and providing new opportuni-
ties for the hospitality industry. The
recommendations were developed in
F11 for review and consideration by
government in early F12.

A new organizational structure was
implemented in F11 to improve
efficiencies, better align business
functions and foster communication
between departments.



GOAL: OBJECTIVE:

DISTRIBUTION CENTRE CONTINGENCY PLANNING
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OBJECTIVE:

INNOVATION TEAM (iTEAM) DIVERSITY

MEASURE

SUCCESSION PLANNING

COMMUNICATING THE
STRATEGIC PLAN F11- F13
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A revised Advanced Program in Man-
agement Leadership and Strategy for
middle-management was developed
in partnership with other Crown
Corporations and the Asper School
of Business. Topics included: Gov-
ernance, Strategic Planning, Use of
Financial Information, Enterprise Risk
Management, Diversity Awareness,
Organizational Brand and Emerging
Business Trends. Four managers
completed the two-week course.

MLCC continues to focus on training to
ensure employees have the skills and
experience required to meet customer
expectations, as well as changes in job
responsibilities. To assist with training
delivery, an on-line Learning Manage-
ment System called Training Partner
was launched in January 2011.

The following training courses were
held throughout the year:

* Business Writing

* Higher Certificate and Basic
Product Knowledge courses
for Head Office and Liquor
Mart employees

¢ Non-violent Crisis Intervention,
including Play It Safe

* Backsafe

*  Fight or Flight (fire extinguisher)
* First Aid/CPR

*  Forklift Operation and High-Lift

* Higher Certificate and Basic
Wine courses for Head Office
and Retail employees

F11 Awards of Distinction were presented by President & CEO Ken Hildahl to MLCC
employees Lori Kreutzer (Community Service Award), and Art Arpin, (second consecutive
Customer Service Excellence Award).

Serving it Safe (formerly It’s
Good Business)

Performance Management

Quality Control

Robbery Prevention

*  Supplier Seminars for Liquor Mart
staff and Product Ambassadors

e Training Partner Learner and
Manager Online Training

e  WCB Incident Reporting
*  Working Smaart

The Awards of Distinction recognize
employees who make superb contribu-
tions to the MLCC and the community
in the areas of Community Service,
Business Innovation, Leadership,

and Customer Service Excellence. A
Crowning Achievement category is also
included to recognize professional and
personal accomplishments. In F11, the
MLCC recognized two employees for
their community work and customer
service achievements.

The MLCC Scholarship Program
provides financial assistance to the
children of MLCC employees who are
pursuing post-secondary education

at the university or college level. Up

to six scholarships are available (four
$1,000 university scholarships and two
$500 college/vocational trade school).
Four university scholarships were
awarded in F11.

For the fifth consecutive year, the
MLCC was recognized as one of the
Top 25 Employers in Manitoba as
part of the Top 100 Employers in
Canada competition.
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MLCC continued to recognize

the importance and benefits of a

healthy lifestyle through the following

initiatives:

e Athird annual Wellness Day was
held featuring healthy lifestyle
and community displays and
a blood typing clinic. The day
included healthy food and
snack options.

e Ergonomic information sessions
were held in each Head Office
department to ensure employees
“sit safe”

e A flu shot clinic was held for
Head Office and Winnipeg Liquor
Mart employees to prepare for
the upcoming flu season.

e Other wellness initiatives
included “The Biggest Loser”
weight loss challenge, and
the development of an alcohol
awareness program in
partnership with the Addictions
Foundation of Manitoba.

The MLCC undertook a pilot program
in F11 to install five AEDs; three at
Head Office and at two Liquor Marts
for the safety of employees and
customers. The program was
approved for full roll out to all

Liquor Marts with installation to

be completed early in F12.

A new employee pride wear program
was launched with limited selection
items for purchase. ltems will be
updated on a semi-annual basis.

Safety and health continued to be a
priority at MLCC through the following
initiatives:
e ongoing quarterly inspections

in all Liquor Marts;

e completion of safe work
procedures for the Maintenance
department;

e hearing tests for Head Office
employees; and

¢ installation of bollards in front of
all Liquor Marts considered at
risk for vehicle collision.

In addition, Safety Committee
members conducted safety audits
at 28 Liquor Marts, while Safety
Inspectors from Workplace, Safety
and Health Division inspected 10
Liquor Marts. As a result of the
inspections, eye wash stations were
added to Liquor Marts in Brandon
and a power jack was purchased for
the Swan River Liquor Mart.

Improvements were made to a
number of Liquor Marts to provide
space for online training as well as
more warehouse space. The MLCC
also reviewed its space requirements
at its Head Office with an eye to
current and future business growth.
This included a review of the exterior
envelope of the almost 50-year old
building due to safety concerns.
Negotiations were initiated to lease
space in a building adjacent to Head
Office to manage office space needs
while plans for work on the exterior of
the building will commence in F12.

There are no disclosures to report
in F11.



FINANCIAL

STATEMENTS
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INDEPENDENT AUDITOR’S REPORT

To the Board of Commissioners of
The Liquor Control Commission

We have audited the accompanying financial statements of The Liquor Control
Commission, which comprise the balance sheet as at March 31, 2011 and the statements
of income and cash flows for the year then ended, and a summary of significant accounting
policies and other explanatory information.

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of these financial

statements in accordance with Canadian generally accepted accounting principles, and for
such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity’s preparation and fair presentation of the finan-
cial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained in our audit is sufficient and appropriate
to provide a basis for our audit opinion.

OPINION

In our opinion, the financial statements present fairly, in all material respects, the financial
position of The Liquor Control Commission as at March 31, 2011 and the results of its
operations and its cash flows for the year then ended in accordance with Canadian generally
accepted accounting principles.

&u.a: o ?4&»7 AP
CHARTERED ACCOUNTANTS

Winnipeg, Canada
May 25, 2011.
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STATEMENT OF INCOME
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SCHEDULE OF SALES, COST OF SALES
AND GROSS PROFIT
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MARCH 31, 2011

1.

[a]

[b]

[c]

(d]

(e]

[f]

(9]

(h]

U]

NATURE OF ORGANIZATION

The Liquor Control Commission [the “MLCC”] was formed in 1923 as an agency
of the Government of the Province of Manitoba under The Liquor Control Act.
The MLCC’s mandate is to purchase, sell and regulate alcoholic beverages; to
determine locations for retail liquor outlets; to licence and regulate facilities used
by the consuming pubilic; to provide revenue to the Province of Manitoba from the
activities of the MLCC; and to do all such things necessary to effect the provisions
of The Liquor Control Act.

SIGNIFICANT ACCOUNTING POLICIES

Cash and cash equivalents include cash on hand, balances with banks and
outstanding electronic fund transactions forwarded to banks.

Cash and cash equivalents [restricted] consist of cash balances held in a trust
account which has been advanced by the Province of Manitoba to fund the employee
pension and retiring allowances benefits.

Accounts receivable include electronic fund transactions to be forwarded to banks
after March 31.

Inventories of goods for resale are valued at the lower of average cost and net
realizable value.

Revenue is recognized at the time the product is shipped, title passes, the sales
price is fixed and determinable, and collectibility is reasonably assured.

Property and equipment are recorded at cost less accumulated depreciation.
Depreciation is provided on the declining balance basis at the following annual rates:

Leasehold improvements are depreciated on a straight-line basis over the remaining
term of the lease or a minimum of five years.

Buildings are depreciated on a straight-line basis over 40 years.

Intangible assets are recorded at cost less accumulated depreciation. Depreciation
is provided on the declining balance basis at the following annual rate:

Systems deVEIOPMENT........c..eiiiiiecieet e 30%

Substantially all of the employees of the MLCC are eligible for pension benefits
based on length of service and average annualized earnings calculated on the

best five years prior to retirement, termination, or death that provides the highest
earnings. Pension costs, included in salaries, benefits and pension costs, consist

of the employer’s share of pension benefits paid to retired employees, as well as

the increase in unfunded pension liabilities during the fiscal year. This liability is
determined actuarially every three years with the balances for the intervening years
being determined by formula provided by the actuary as detailed in note 11. Actuarial
gains and losses are recognized in income immediately as detailed in note 11.

In preparing the MLCC'’s financial statements, management is required to make
estimates and assumptions that affect the reported amounts of assets and

liabilities, the disclosure of contingent assets and liabilities at the date of the financial
statements and reported amounts of revenue and expenses during the period.
Actual results could differ from these estimates.



(]

The MLCC has classified all financial instruments into one of the following five categories:
held for trading, held to maturity investments, available for sale financial assets, loans
and receivables and other financial liabilities. All financial instruments are included on

the balance sheet and are measured at fair value with the exception of loans and
receivables, held to maturity investments and other financial liabilities, which are
measured at amortized cost. Subsequent measurement and recognition of changes in
fair value of financial instruments depend on their initial classification. Held for trading
financial instruments are measured at fair value and all gains and losses are included

in income in the period in which they arise. Available for sale financial instruments are
measured at fair value with revaluation gains and losses included in other comprehensive
income until the asset or liability is removed from the balance sheet.

FUTURE ACCOUNTING CHANGES

INTERNATIONAL FINANCIAL REPORTING STANDARDS [“IFRS”’]

In February 2008, the Canadian Accounting Standards Board confirmed that publicly
accountable enterprises will be required to adopt IFRS in place of Canadian generally
accepted accounting principles [‘GAAP”] for fiscal years beginning on or after January 1,
2011. In October 2009, the Public Sector Accounting Board confirmed that public

sector enterprises such as MLCC will be required to follow IFRS for periods beginning
January 1, 2011. MLCC will be required to prepare financial statements in accordance
with IFRS effective for its 2011-12 fiscal year with comparative information presented for
the 2010-11 fiscal year.

Although IFRS and Canadian GAAP are premised on a similar conceptual framework,
there are a number of differences with respect to recognition, measurement and dis-
closure. MLCC has completed an assessment of adopting IFRS, and has identified the
areas with the highest potential to impact MLCC. Those areas include property, plant
and equipment, leases, employee benefits and the transitional requirements upon the
adoption of IFRS under the provisions of IFRS 1, First-Time Adoption of IFRS.

FINANCIAL INSTRUMENTS

CREDIT RISK

Accounts receivable are all current at year end and were fully collected subsequent to
year end. Therefore no allowance for uncollectible amounts was accrued by manage-
ment. Accounts receivable are written-off when management determines that they
cannot be collected or they have been outstanding for greater than 120 days.

LIQUIDITY RISK

Liquidity risk is mitigated by collection terms on accounts receivable being set at less
than or equal to the payment terms of accounts payable. All accounts payable are
due within 30 days of year end. See note 13 for details of other contractual obligations
and their maturities.

FOREIGN CURRENCY RISK

The MLCC is exposed to currency risk through inventory purchase transactions that
require settlement in foreign currencies. Exposure to fluctuations in exchange rates
is mitigated by the policy of adjusting purchase or selling prices to maintain the profit
margin approved by the Board of Commissioners.

FAIR VALUE

The fair value of the MLCC'’s financial instruments on initial recognition is the transac-
tion price, which is the value of the consideration given or received. At March 31, 2011,
the MLCC’s only financial asset or financial liability measured at fair value on a recurring
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basis was cash totalling $8,399. The MLCC has made the following classifications
of its financial instruments:

Cash and cash equivalents are classified as held for trading and measured at fair
value. The gains or losses arising on the revaluation to fair value at the end of the
period are included in net income.

Accounts receivable are classified as loans and receivables and recorded at cost,
which upon initial recognition is equal to their fair value. Subsequent measurements
are recorded at amortized cost using the effective interest rate method.

Accounts payable, net profit payable to the Province of Manitoba and other taxes
payable are classified as other financial liabilities and are initially measured at their
fair value. Subsequent measurements are recorded at amortized cost using the
effective interest rate method.

It is management’s opinion that the MLCC is not exposed to significant interest rate,
currency, liquidity, or credit risks arising from these financial instruments. The fair
values of the MLCC'’s financial instruments approximate their carrying value unless
otherwise stated due to the short period between initial recognition and subsequent
settlement.

CAPITAL MANAGEMENT

The MLCC defines its capital as cash and cash equivalents available for operations.
The MLCC'’s objectives are to have cash resources available for operations, to
provide flexibility to take advantage of opportunities that will advance its purposes
and to meet its obligation to transfer its net profit to the Province of Manitoba
annually. The need for cash is considered in the preparation of an annual budget
and in the monitoring of cash flows and actual operating results compared to budget.
As at March 31, 2011, the MLCC has met its objective of having sufficient cash
resources to meet its current obligations.

INVENTORY
Inventory consists of the following:
2011 2010
$ $
Warehouse 26,029 23,802
Stores 12,282 11,888
38,311 35,690

The amount of unpaid and unrecorded Customs and Excise duties on owned
merchandise held in bond is approximately $3,806 at March 31, 2011 [2010 - $3,948].

OTHER INCOME

Other income consists of the following:

2011 2010

$ $

Annual licence fees and licence application fees 1,091 1,104
Occasional permit fees 640 329
Occasional permit additional fees — 471
Licensee monetary penalties 97 8
1,828 1,912



NOTES TO
FINANCIAL STATEMENTS
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11. PROVISION FOR EMPLOYEE PENSION BENEFITS

The MLCC maintains a defined benefit pension plan in accordance with the provisions of
The Civil Service Superannuation Act administered by the Civil Service Superannuation
Board. An actuarial valuation of the provision for employee pension benefits was con-
ducted by Ellement & Ellement Ltd. Consulting Actuaries as of December 31, 2009. The
projected unit credit method was used and the liabilities have been extrapolated to March
31, 2011 using a formula provided by the actuary.

2011 2010

$ $

Accrued benefit liability, beginning of year 53,318 51,213
Loss based on 2009 actuarial report 4,094 —
Benefits accrued 1,804 1,736
Interest accrued on benefits 3,729 3,597
Benefits paid (2,920) (2,762)
Matching pension contributions (560) (466)
Accrued benefit liability, end of year 59,465 53,318
Pension expense 5,533 5,333
Employee contributions 1,710 1,667
Employer contributions 2,920 2,762

The pension expense consists of benefits accrued of $1,804 [2010 - $1,736] and interest
accrued on benefits of $3,729 [2010 - $3,597].

The accrued benefit liability is comprised of:

2011 2010

$ $

Defined benefit obligation 59,465 53,318
Fair value of plan assets 53,938 —
Accrued benefit liability (5,527) (53,318)

Changes in the fair value of the plan assets are as follows (in actual dollars):

2011 2010

$ $

Fair value of plan assets, beginning of year — —
Transfer of restricted cash 46,408,293 —
Expected return 5,713,939 —
Contributions by employer 560,020 —
Matching contributions 1,255,433 —
Fair value of plan assets, end of year 53,937,685 —

The major categories of plan assets as a percentage of the fair value of total plan assets
are as follows:

2011 2010

% %

Cash and cash equivalents 5.3 —
Canadian equities 94.7 —
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12.

13.

(a]

[b]

14.

The overall expected rate of return on assets is determined based on the market
expectations prevailing on that date, applicable to the period over which the obligation
is to be settled. These are reflected in the principal assumptions below.

The key actuarial assumptions used in determining the MLCC’s provision for
employee pension benefits were at the following weighted average rates:

As at March 31 2011 2010

% %
Discount rate 6.00 6.50
Expected long-term rate of return 6.00 6.50
Inflation 2.00 2.50
Rate of future compensation increases 3.75 4.25

In addition, post-retirement indexing is at 1.33%.

The amount of the long-term provision for employee pension benefits of $46,360 as at
March 31, 2010 has been funded by the cash advanced by the Province of Manitoba.
The funds are held in a trust account and are recorded as restricted cash [note 2].

PROVISION FOR RETIREMENT ALLOWANCES

Effective April 1, 1998, the MLCC commenced recording accumulated retirement
allowances for its employees. Eligible employees are entitled to receive a retirement
allowance equal to one week’s pay to a maximum of 25 weeks for each year of
continuous employment based on the current salary at date of retirement. The
provision recorded has been extrapolated to March 31, 2011 using a formula
provided by the actuary.

COMMITMENTS
The MLCC leases 45 buildings. Leases have expiry dates ranging from 2012 to 2029.

The future minimum annual lease payments for each of the next five years and
thereafter are as follows:

Year ending March 31 $
2012 4,967
2013 4,717
2014 4,684
2015 4,453
2016 4,034
Thereafter 25,355

48,210
The MLCC leases computer equipment. Leases on computer equipment have expiry

dates ranging from 2012 to 2013.

The future minimum lease payments for each of the years to the expiry of the lease
contracts are as follows:

Year ending March 31 $
2012 81
2013 57

138
COMPARATIVE FIGURES

The comparative financial statements have been reclassified from statements
previously presented to conform to the presentation of the current year’s financial
statements.



PROFIT AND EXPENSE RATIOS [IN THOUSANDS]

FISCAL YEARS ENDING MARCH 31

2007 2008 2009 2010 2011
Sales 521,380 554,769 583,763 610,515 621,880
Gross Profit 259,822 275,226 288,241 299,599 314,118
Net Profit 207,944 219,210 229,164 233,677 250,496
General and Administrative
Expenses 53,934 58,328 60,355 66,913 64,718
Depreciation 2,583 2,666 3,313 3,761 3,849
Gross Profit as % of Sales 49.8% 49.6% 49.4% 49.1% 50.5%
Net Profit as % of Sales 39.9% 39.5% 39.3% 38.3% 40.3%
General and Administrative
Expenses as % of Sales 10.3% 10.5% 10.3% 11.0% 10.4%

WHERE DOES THE MONEY GO?

$250.5 MILLION
FOR MANITOBANS

[ Merchandise - $253.9 40%
[ Other Expenses - $68.6  11%
[ Prov. Gov't - $250.5 40%

M Fed. Gov't-$53.9 9%

ADDITIONAL PAYMENTS TO
THE PROVINCE [IN MILLIONS]

Retail Sales Tax — $21.4

Environmental Protection Tax — $2.0

ADDITIONAL PAYMENTS TO
THE FEDERAL GOVERNMENT
[IN MILLIONS]

Goods and Services Tax — $32.0

RETAIL OUTLETS - 2011

[ Private Liquor Vendors/
duty free stores — 180
M MLCC Liquor Marts - 50

|| Private Beer Vendors - 271
M Specialty Wine Stores - 8
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BEER SALES BY COUNTRY
FISCAL 2007 AND FISCAL 2011
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WINE SALES BY COUNTRY
FISCAL 2007 AND FISCAL 2011
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VOLUME SALES [MILLIONS OF LITRES]

2007
2008
2009
2010
2011

Beer

78.0
79.0
80.4
82.0
81.0

PRODUCT $ SALES [IN MILLIONS]

2007
2008
2009
2010
2011

Beer
229
242
255
271
275

Spirits
6.5
6.7
6.9
6.9
6.9

Spirits
179
190
198
203
206

PER CAPITA CONSUMPTION [IN LITRES]

2007
2008
2009
2010
2011

Beer

871
875
88.0
88.3
85.9

Spirits
7.3
74
75
74
7.3
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SPIRIT SALES BY TYPE
FISCAL 2007 AND FISCAL 2011
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Wine Coolers/Ciders
8.2 2.6
8.7 2.7
9.0 2.8
9.3 29
9.7 2.7
Wine Coolers/Ciders
97 16
106 17
112 19
117 20
122 19
Wine Coolers/Ciders
9.2 29
9.6 3.0
9.8 3.1
10.0 3.1
10.2 2.9

Source: Manitoba Health Population Report based on population over the age of 17 as of June 1 of each year.



NUMBER OF HOTEL REGISTRATIONS & LICENCES

Class of Licence 2007 2008 2009 2010 2011
Hotel Registration 312 300 301 302 300
Retail 289 275 277 273 275
Beverage Room 262 252 249 249 246
Dining Room 1,143 1,132 1,116 1,125 1,135
Transportation 9 8 8 7 6
Cocktail Lounge 471 483 412 403 398
Cabaret 26 29 30 29 25
Spectator Activities 42 44 45 45 50 ¢ O
Private Club 260 252 252 249 247 "? %
Canteen 15 15 15 13 13 % T
Sports Facility 147 151 142 144 137 T —
Manufacturer’'s 22 22 20 17 17 » U)
Totals 2,998 2,963 2,867 2,856 2,832

OCCASIONAL PERMITS ISSUED

2007 2008 2009 2010 2011
Liquor Sold 7,020 6,796 6,607 6,473 6,000
Liquor Complimentary 4,316 4,443 4,290 4,289 4,175
Total 11,336 11,239 10,897 10,762 10,175

INSPECTIONS, INVESTIGATIONS AND EDUCATIONAL SEMINARS

2007 2008 2009 2010 2011

Licensed Premises
Licensee visits 25,097 26,110 27112 25,867 22,784
Licensee requests

for service 1,171 997 1,069 1,144 1,294
Final Inspections 246 259 256 224 186
Application for licence 143 153 109 126 122
Licensee education

sessions 146 100 174 180 195
Total 26,803 27619 28,720 27541 24,581
Occasional Permits
Inspections while in progress 1,783 1,582 1,501 1,471 1,394
Investigations prior to issue 1,844 1,838 2,111 2,626 2,900
Education of hall owners/

permittees/public 73 56 76 69 82
Inspection of new

banquet halls 241 236 233 287 146
Total 3,941 3,712 3,921 4,453 4,522
Public Investigations
Photo ID 593 880 1,151 277* 0
Public Complaints 309 384 313 360 387
Total 902 1,264 1,464 637* 387

*The MLCC Photo ID program was discontinued June 29, 2009.
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RECOMMENDED DISCIPLINARY ACTION

2007 2008 2009 2010 2011
Licensees:
Administrative
- warning letters 259 248 273 250 261
- meetings with Manager,
Inspection Services 4 40 44 4 56
Total 300 288 317 291 317
U) 7 Board
|_ T - disciplinary hearings 49 29 29 44 62
m & - appeal hearings 1 1 5 9 7
< [ Board Action
T (L] - warnings 3 3 5 7 5
O ol - suspensions 42 25 21 34 38
- cancellations 1 0 1 1 0
- monetary penalty 2 7 29
- other 4 2 0* 1 1
Total 50 30 29 50 73
Total suspension
days issued 106 70 38 91 70
Total monetary
penalties issued $7500* $11,150 $89,550

Note: Board actions may not equal number of hearings due to appeals carried forward to next
fiscal year, or more than one action taken at a hearing.

Permittees/Hall Owners:
Administrative

- warnings 6 6 4 5 8
- suspension of privileges 1 1 8 7 6
Total 7 7 12 12 14

Breaches of The Liquor Control Act are dealt with through a process of progressive discipline.

e Cautions — Usually given where there is no previous record (which include educating
licenses regarding breach)

* Warning Letter — Usually given where there is a record of operation and the breach is
of a less serious nature

* Meeting with Manager, Inspection Services — To discuss solutions to the problem
* Licensing Board Hearing — Usually for breaches of a more serious nature
Appeals are heard by Board of Commissioners.

These disciplinary actions form part of a licensee’s record of operation.

Breaches of The Liquor Control Act by banquet hall operators and occasional permit holders
are normally handled by administration of the commission.

*two items have been moved from ‘Other’ to new category ‘Monetary Penalty’ and amount has been noted




THE MLCC OPERATES 50 LIQUOR MARTS THROUGHOUT MANITOBA

WINNIPEG
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MANITOBA LIQUOR CONTROL COMMISSION

LIQUOR VENDORS ARE PARTNERS WITH THE MLCC. BY COMBINING LIQUOR
SALES WITH THEIR EXISTING BUSINESS, THESE LOCAL ENTREPRENEURS
HELP TO ENSURE THEIR VIABILITY. IN F11, THERE WERE176 LIQUOR VENDORS
OPERATING THROUGHOUT MANITOBA.
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MANITOBA LIQUOR CONTROL COMMISSION
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MANITOBA LIQUOR CONTROL COMMISSION

LIQUOR
VENDORS
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TO BETTER SERVE THE PEOPLE OF MANITOBA AND TO BROADEN THE

SELECTION OF WINE AVAILABLE, THE MLCC HAS AGREEMENTS WITH EIGHT
PRIVATELY-OWNED AND OPERATED SPECIALTY WINE STORES. SIX OPERATE
AS STAND-ALONE STORES AND TWO OPERATE AS FOOD AND WINE STORES.






Box 1023 (1555 Buffalo Place)
Winnipeg, Manitoba R3C 2X1
Telephone: 204-284-2501

www.mlcc.mb.ca



