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The unexpected passing of Sam Steinberg, on May 24, 1978
ended an era which began in 1917 and during which, under his
wise and farsighted leadership, a tiny food store on St.
Lawrence Boulevard in Montreal evolved to become one of
Canada’s largest, diversified retailing enterprises.

Sam was a most unusual man — one who assumed the
management of the family business while still in his teens and
whose natural ability and simple humanity earned him the
respect, admiration and affection of countless friends,
employees, business associates and customers. These
qualities assured him the strong support which made it
possible for him to put into practical application a host of
innovative ideas that have benefitted Canadian consumers
and, in fact, have been widely adopted throughout the world.

During the last year of his life, the Steinberg group of
companies registered sales of more than $1.9 billion, realized
net earnings after taxes of $25,730,000 and provided well-paid
employment to more than 25,000 Canadians.

It was a record year, despite persistent inflation and a high
level of unemployment, both of which influenced the patterns of
consumer spending and affected operating margins.
Consolidated net earnings increased by 17.5% over those of
1977. Earnings per Common and Class “A" share rose from
$3.10 to $3.65 while, on a per dollar of sales basis, net
earnings increased to 1.35 cents from last year’s figure of 1.25
cents.

It was a year in which the Company maintained its position
of leadership in the marketplace. To a considerable extent this
was due to consistent presentation of a low-price, high-quality
image and to increased emphasis on providing timely, helpful
information to consumers through public demonstrations and
imaginative advertising.

Sam Steinberg would have been proud of these
achievements, but not entirely satisfied. In his philosophy,
change was the one sure constant in business life;
complacency was the deadly sin. Sam’s credo, like that of his
mother Ida who founded the business, was that Steinberg's
must always strive to do better, to give greater value to its
customers, to merit in every way the increased confidence of
the public.

Throughout the years the Company's success has been
due, in very large measure, to its faithful adherence to that
basic philosophy. The Directors believe that the search for
constant improvement and the willingness to assume the risks
inherent in innovation must continue as fundamental principles
underlying the planning for the future.

In order to ensure the successful continuity of operations
with a minimum of disruption following the Chairman’s death,
the Directors on June 5, 1978 named Melvyn A. Dobrin to
succeed Sam Steinberg as Chairman and Jack Levine to
succeed Mr. Dobrin as President of the Company. At the same
time, the Executive Committee was reorganized so as to



assume a more active role in the major decisions affecting the
Company's existing operations and in its planning for future
growth. The following persons comprise the Executive
Committee: Melvyn A. Dobrin; Jack Levine; Nathan Steinberg,
Vice-Chairman; Mitzi Dobrin, Group Vice-President, Miracle
Mart; James N. Doyle, Executive Vice-President, Legal &
Corporate Affairs: and H. Arnold Steinberg, Executive
Vice-President, Finance & Development.

The Executive Committee has been meeting on a regular
weekly basis, dealing with important issues of current concern
and devoting considerable time to long range strategic
planning.

Essentially, such planning involves two goals: the ensuring
of the viability of the existing business base and the
determination of the proper direction for future growth. To
achieve these goals, the Executive Committee is endeavouring
to:

1. determine how best to maintain the Steinberg tradition of
entrepreneurial excellence and its concern for people both
at work and in the marketplace;

2. map out areas for major concentration of capital
investment in both existing and new businesses;

3. determine the means of financing likely to be required to
meet projected capital investment needs:

4. determine the organization structure best able to support
the Company's objectives;

5. determine strategies to meet the expected manpower
requirements;

6. establish key ratios for medium and long term growth,
such as:

a) Sales growth rate;

b) Profit growth rate (before and after tax);

c) Earnings per share growth rate;

d) Return on Capital Employed:;

e) Return on Equity;

f)  Rates of Funded Debt to Capital Employed;
g) Interest Coverage.

Such planning, of course, is not an exact science. lts
benefits cannot be accurately predicted. However, the
Directors and the Executive Committee are convinced that this
function is absolutely essential, given the diverse nature of the
Steinberg enterprises, the various geographic and political
regions in which they operate and the constantly evolving
social and economic conditions which affect their performance.

Optimistically, if our planning is well done, it will allow the
decision makers at various levels of the Company to evaluate
proposed decisions against approved goals and strategies, it
will substantially reduce short-range “expediency” planning,
and assure a more orderly, rational growth of the entire
enterprise.

Any business is only as good as the people who are
running it. Our business is committed to healthy growth;
therefore the quality and the depth of its future management

must be assured. Accordingly. the process of identifying
middle and upper level executives who have the potential to
assume greater responsibility has been given high priority and
new opportunities are being provided for such persons to
broaden their managerial knowledge and experience. In this
way we hope to have an adequate group of qualified people
available to administer the various interests of Steinberg Inc.
over the next decade.

The business environment in which we live is unsettling.
Inflation, unemployment, high taxes and excessive government
spending, labour unrest, unsatisfactory productivity and the
threat of political separation are negative factors which
undermine the confidence of businessmen throughout Canada
— and with reason. Yet we must retain a sense of proportion.
As a people we have lived through more difficult times; we
surely have the collective will to survive and to progress in the
face of today's challenges.

At least that is how Sam Steinberg would have viewed it.
He did not hesitate to expand in “the bad old days”; he moved
forward while others nursed their fears.

That attitude is his legacy to those who now direct the
diversified enterprise that bears his name.

j' "
\%’é M\ Chairman of the Board
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="' h s
r= President

November 3, 1978



SAM STEINBERG, O.C.
1905 - 1978

By good conduct is meant
common honesty in business life,
faithfulness to duty,
ambition in business and profession,
filial obligation,
the use of talents,
and always and everywhere,
simple human kindness and love.

Randolph Bourne




Steinberg Inc. is able to report good overall results for its
operations for the fiscal year ended July 29, 1978. Sales are
now approaching the $2 billion mark and a record level of
overall profitability was achieved. Working capital, total assets
and shareholders’ equity are all at the highest levels ever
achieved. Earnings per dollar of sales and return on
shareholders’ equity both improved in the year.

Sales — $1.9 billion

Consolidated retail and manufacturing sales (excluding internal
sales) totalled $1,903,201,000, an increase of 8.5% or
$149,125,000 above the sales of $1,754,076,000 achieved in
the last fiscal year.

Consolidated sales and operating revenue for the year
totalled $1,917,529,000 in comparison to $1,767,687,000 in
fiscal 1977.

Net Earnings — $25.7 million

Consolidated net earnings showed a major increase of 17.5%
from $21,895,000 o $25,730,000. Earnings per common and
Class “A" share equalled $3.65 compared to $3.10 last year,
while earnings per dollar of sales increased from 1.25 cents to
1.35 cents.

The significant increase in earnings resulted primarily from
improved results of our Quebec retail food operations, good
increases by Miracle Mart and in our real estate operations
coupled with a return to normal profitability by Phenix Flour.
The results from our food processing subsidiary, Steinberg
Foods Limited, were down significantly, while those of Cartier
Sugar, Intercity Food Services and Cardinal Distributors
declined slightly.

Income Taxes

The provision for current and deferred income taxes for the
year amounted to $18,937,000 in comparison with $19,445,000
for the previous year. This reduced tax provision, despite
higher pre-tax earnings, arises principally from the inventory
tax allowance in effect for the full year. The effective tax rate of
41.8% also takes into account the lower tax rate for our
manufacturing subsidiaries, as well as tax adjustments in the
Ivanhoe group of companies to account for equity in
non-consolidated companies.

The legal action taken in 1965 by the Deputy Minister of
Revenue of Quebec claiming $902,000 as income taxes on
profits made through the disposal of capital assets during the
period 1951 to 1963 was rejected by unanimous judgment of
the Quebec Court of Appeal. Judgment had originally been
rendered in the Company’s favour some years ago by the
Quebec Superior Court; the recent judgment is not being
appealed further.

Assets and Liabilities

At the year end, total consolidated assets had increased by
mare than $48 million to $570,455,000. This increase is
accounted for by the level of cash flow generated from our

Financial and
Operating Review

operations and by long term borrowings. This increase in
assets is represented by net additions to developed real estate
and to retail and manufacturing equipment and facilities of
$18.2 million, increased inventories of $10.7 million and an
increase in short term marketable securities of $9.7 million.

Capital expenditures during the fiscal year declined slightly
to approximately $42 million. During the year we opened five
new food supermarkets and one Miracle Mart department
store, as well as carrying out major modernizations and
renovations to 14 food stores. Total fixed assets as carried on
our books at year end amounted to $312,716,000 in
comparison with $293,955,000 last year. Long term debt was
increased during the year by $7.5 million to $206,929,000.

Depreciation and amortization, which is computed on the
straight line method at rates sufficient to amortize the costs of
assets over their estimated useful lives, totalled $23,161,000.

At year end current assets amounted to $225,056,000, an
increase of 526,704,000, while current liabilities had increased
by $19.347,000 to $143,088,000 resulting in a working capital
ratio of 1.57 to 1. Working capital (current assets minus current
liabilities) equalled $81,968,000, up from the amount of
$74,611,000 reported last year.

Dividends and Shareholders’ Equity

Dividends paid by Steinberg during the year to all its
shareholders totalled $5,233.000. Common and Class "A"
shareholders received quarterly dividends aggregating 72
cents per share. Dividends on the Series "A" Preferred shares
amounted to $5.25 per share and to $2.45 per share on the
Subordinated Preferred shares.

A total of 26,450 Class "A" shares were issued during the
year to employees under stock option plans for a total
consideration of $317.400. We redeemed 1530 Series "A”
Preferred shares and 10,200 Subordinated Preferred shares,
as well as purchasing, at a tendered price of $91.9375 per
share, a further 10,200 of the Subordinated Preferred shares.
Supplementary Letters Patent were obtained which reduced
the authorized capital of the Company by the cancellation of
the shares which had been redeemed and purchased during
the year. Subsequent to the year end an additional 10,200 of
the Subordinated shares were redeemed.

At the end of the fiscal year the book value of
shareholders’ equity had increased by 518,784,000 to
$198,485,000 or 527.57 per common and Class “A" share
outstanding. The rate of return on equity improved to 12.96%
from 12.18% reported last year. Retained earnings increased
to $174,226,000.

Capitalization of Surplus

By the adoption (also after the year end) of a By-law which
was later confirmed by Supplementary Letters Patent, the
Company has capitalized $25 million of its surplus.

This action does not change the present capital
structure of the Company nor does it involve any cash
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outflow; however, the amount of paid up capital recorded on
the Company's books as consideration received for shares
issued and outstanding as of September 29, 1978 is
increased by the transfer from surplus of an amount of
$14,323,794 in the case of 4,024,968 Class “A" shares and by
an amount of $10,676,206 in the case of 3,000,000 common
shares. The paid up capital, in each case, is increased by
$3.5587 per share.

The By-law was adopted in order to take advantage of
certain provisions of the federal Income Tax Act and the
Quebec Taxation Act which permit companies to distribute
their 1971 capital surplus on hand (CSOH) in ways
advantageous to their shareholders. This right would
normally expire on December 31, 1978.

Although Steinberg Inc. does not plan any immediate
distribution of surplus, the adoption of the By-law and
appropriate elections made under the federal and Quebec
taxation statutes, conserve the Company's right to distribute
capitalized surplus o its shareholders in future years, up to a
total of $25 million, under the same conditions as exist prior
to December 31, 1978.

The By-law and the elections referred to have no
immediate tax consequences for the Company’s
shareholders except that the amount of 1971 CSOH which is
available for distribution by companies which themselves are
shareholders of either common or Class “A" shares of
Steinberg Inc. is increased by an amount of $3.5587 per
share held.

Quarterly Performance

Following is a summary of the quarterly sales and earnings of
the Company for the past two fiscal years.

1978
Quarter Sales Earnings
(thousands) (thousands) per share
1st $ 408,005 $ 3,677 $ 52
2nd 466,012 6,901 .98
3rd 427147 3,727 53
4th 602,037 11,425 1.62
Total 51,803,201 $25,730 $3.65
1977
Quarter ~ Sales Earnings
(thousands) (thousands) per share
1st $ 383,017 $ 3.429 $ .49
2nd 437,508 6,251 .89
3rd 394 954 4,106 BT
4th 538,597 8,109 1.15
Total $1.754,076 $21,895 $3.10

The first three quarters in each year include 12 weeks while the
fourth quarter comprises 16 weexs.

Retail Food Operations

Sales of our two retail food divisions increased over the
previous fiscal year by more than 9% to a total of
$1,620,493,000 and accounted for 85% of total sales of the
Company. Gross margins were relatively stable with those of
the previous year. Pre-tax earnings from this area of our
operations were higher.

Average weekly sales per store approximated $150,000
and annual sales per square foot of selling area exceeded
$450 for the year. Our productivity, as measured by these
indices and others, continues to improve — particularly as the
average selling area of our food stares, which now exceeds
17,100 square feet, is increased.

In addition to normal competition, the year was
characterized by the introduction of a variety of new
merchandising concepts designed to attract the customer.
These new concepts included the introduction of generic or
unbranded grocery items sold at lower than normal prices
and the opening of small stores carrying limited lines of
grocery items and offering less service in plainer surroundings.
At the other end of the spectrum, an increasing number of the
very large so-called “superstores” are offering a wider variety
of more specialized foods as well as a large selection of
non-food items.

Steinberg is in the forefront of such new developments. In
the last quarter of the fiscal year, we opened the first of our
food markets of the superstore category, with more than
50,000 square feet of selling area. This store in Rosemere,
Quebec has a number of specialized food counters offering a
wide variety of cheeses, fish and delicatessen products and
also features a large non-food section. Additional stores of this
type are planned for both the Quebec and Ontario markets.
During the year we introduced a line of generic or unbranded
grocery items which sell at substantially lower prices with only
a small sacrifice in the degree of quality provided. These staple
grocery items have proved to be more popular in Ontario than
in Quebec; the number available is being expanded.



Following the year end the Company, through a newly
formed subsidiary, opened in the Metropolitan Toronto region
two small grocery outlets under the name of “Valdi Discount
Foods". These stores carry a limited assortment of national
and private label branded merchandise, provide a minimum of
customer service but offer very substantial price savings on
items which are in high demand. Refrigerated and other
perishable items are not stocked. Three more such stores are
scheduled to open before the end of the current calendar year.

Quebec Division

Sales of Quebec Division increased by more than 8% to
exceed $1.1 billion for the year. Increases in operating
expenses were held to a minimum resulting in increased
pre-tax profits. The overall gross margin achieved by the
division was actually reduced from that of the previous fiscal
year.

A high degree of emphasis continues to be placed on
courtesy and customer service as well as on programs to
improve quality control and sanitation — the whole with the
goal of providing the best possible product at the lowest
possible prices in modern, clean facilities.

The new Rosemere “superstore” is an example of the type
of innovative store layout designed to provide maximum
convenience to our customers. This 60,000 square foot store
provides a number of specialized departments and boutiques,
offering an exceptionally wide choice of food and non-food
items, coupled with a high level of customer service.

The full implementation of Quebec’s language legislation,
Bill 101, has necessitated major changes in our policy
respecting interior and exterior signs for the food stores in the
Province of Quebec. Our previous policy provided for either
fully bilingual or signs alternatively in French and English within
a store. Despite representations made to I'Office de la langue
francaise and to the provincial government, outlining the need
to serve our customers in the language of their choice, we
have been unable to obtain relief from the stringent

requirements of the law. We regard this legislation as
needlessly restrictive. Virtually all store signs have now been
changed to those utilizing pictograms or to unilingual French
signs.

During the year the division opened two food stores,
closed two older stores and effected major expansions or
modernizations to eight. Total capital expenditures exceeded
$18 million. At year end the division was operating 143 stores.
An additional four new stores, three of which are already open,
are scheduled for the current fiscal year.

Ontario Division

This division, which operates 66 food stores under the name
Miracle Food Mart in central and southern Ontario, is able to
report a 11% sales increase for the year. However, reduced
earnings reflect the aggressive competition faced in that
market. During the year the division opened three new food
stores and completed renovations and modernizations to six
existing stores.




Miracle Food Mart was one of the leaders in the
introduction of generic unbranded grocery items. This concept
has been well received in the Ontario market and the number
will be substantially increased from about the thirty being
carried at present.

Serious price competition was also created with the
introduction by competing chains of small stores carrying a
limited line of products, as well as by the opening of a number
of large superstores. Ontario Division has plans to open two
such large stores, each to have a sales area in excess of
40,000 square feet with large general merchandise and
pharmacy sections.

The division has been devoting a great deal of time
working with unions and employees on the introduction of a
Quality of Work Life program which is designed to improve the
work place atmosphere and to give employees a greater say in
the scheduling. supervision and evaluation of their work. This
program, which is in place in four food stores, is still in an
experimental stage — there have been both disappointments
and successes to date.

Two-year collective agreements were recently negotiated
covering food store employees and the division is currently
negotiating with the union representing its warehouse
employees.

General Merchandise Retailing

Total sales generated by the two general merchandise areas of
the organization, Miracle Mart and Cardinal Distributors,
remained virtually unchanged from last year. Pre-tax earnings
from the Miracle Mart Division increased. Cardinal suffered a
small loss on its retailing operations.

Miracle Mart Division

Sales of Miracle Mart declined marginally during the year, but
earnings before taxes showed a major improvement.

Better merchandise selection in key departments, wider
ranges in prices and styles, as well as improved store layout
and fixtures combined with better trained and mativated
employees have contributed to the improved results. New
departments have been added to the stores in recent months
and should add to the improving profitability.

During the year Miracle Mart opened a new 100,000
square foot store in the Montreal suburb of Brossard. and
subsequent to the year end added another in Les Promenades
St. Bruno shopping centre, the largest in the Montreal region.
The division's 34th store was later opened in the Quebec City
region.

The division has now moved into a new distribution centre
in western Montreal of more than 300,000 square feet. This
warehouse, which also houses the administrative and buying

offices and quality control laboratory of Miracle Mart. has
excellent access to major highways connecting to all regions
served by the division. While not categorized as a fully
automated warehouse, the facility is equipped with a variety of
up-to-date labour saving equipment and devices.

Cardinal Distributors Limited

Sales of this subsidiary continue to show a steady
improvement and in fiscal 1978 increased by 14% to surpass
the $40 million level. However, certain operational difficulties
and intense price competition resulted in a loss for the year.

During the year three stores were opened and one closed,
with 39 units in operation at year end. Three stores have been
opened to date in the current fiscal year.

In order to improve both customer service and inventory
control, Cardinal is introducing a point of sale Inventory
Management System which will be installed in all outlets by
early spring 1979. This system has been successfully
implemented in large catalogue operations in the United
States.



Manufacturing Operations

Through three subsidiary companies, Steinberg Foods Limited,
Cartier Sugar Ltd. and Phénix Flour Limited, we are involved in
the manufacturing and processing of a variety of food and food
products. Total sales of these subsidiaries equalled
$90,776,000, of which $28,333,000 or 31% were to external
customers and the balance were inter-company sales.

Steinberg Foods Limited

Steinberg Foods Limited, our food processing subsidiary,
together with its subsidiary Multimarques Inc., was not able to
achieve the same level of profits as had been earned in the
previous fiscal year. The outlook for the current and future
years is good.

The development and introduction of a variety of
innovative products under the Multimarques label has
progressed satisfactorily and will continue in the new year.
“Pain Quotidien/Daily Bread” and “Bon Matin” breads, the
“Maestro” family of frozen products as well as natural snack
foods are examples of the emphasis being placed on
nutritionally sound products that fill a prime need of a growing
market segment.

During the year the main thrust was towards the
development of a larger outside sales market to complement
sales to the retail divisions of Steinberg Inc. The results of this
concentration have been encouraging and should be more
pronounced in the current fiscal year, resulting in increased
sales and profits. In addition to sales to Canadian retailers,
sales are now being made to markets in the northern United
States. This trend is expected to accelerate.

In order to keep in step with advances in technology and
to ensure efficient operations capital expenditures in excess of
$1 million were made to plant and equipment. These are
expected to contribute to increased productivity and improved
product quality.

Le Pain Quotidien/Daily Bread

Le Pain Quotidien, a new, natural white bread which matches
the nutritional value of whole wheat bread, is the latest in a
family of natural breads developed by the research and
development facilities of Multimarques Inc. Others include a
six-grain bread, a wheat germ and honey loaf, a double bran
bread and Canadian oatmeal bread. Free of preservatives, Le
Pain Quotidien — known as Daily Bread in Ontario —
combines the natural bulk value of whole wheat bread with the
appeal of white bread.

Working closely with Macdonald College, the research
group at Multimarques, over a two-year period, investigated a
number of sources of natural fibre to determine the
physiological effects on digestion. This research led to a major
conclusion: the hulls of yellow field peas are equivalent in
physiological bulk value and food balance to wheat bran, but
possess certain attributes more compatible with contemporary
consumption patterns. A formula or récipe for a bread with

exceptional taste appeal, appropriate texture and good color
was subsequently created.

This “white bread with a difference”, introduced to the
Quebec market in May and subsequently in Toronto, has been
made available to major chain stores and independents,
through the facilities of Multimargques and other bakeries
manufacturing under license. To date it has achieved a good
share of market and introduction to the rest of Canada and
some parts of the United States is scheduled for January 1979.

Cartier Sugar Ltd.

A decline in raw sugar prices on the international markets was
passed on to consumers and industrial customers of Cartier in
the form of lower prices for refined sugar. Sales, expressed in
dollars, declined somewhat, but production continued at an
average of better than 95% of capacity. Cartier exceeded its
budgeted profit objectives.

Cartier plans a major renovation and modernization
program for its refinery in order to increase its productive
capacity and improve the standard of quality and purity of its
product.

Phénix Flour Limited

Fiscal 1978 proved to be a normal year for both sales and
earnings for this subsidiary — in comparison with the results of
the previous year which were affected by the six-month
industry-wide strike.

During the year new storage silos at the Montreal mill were
completed which facilitate the supply to maritime
transportation. New equipment was added to minimize flour
dust within the mill. Phénix has the most modern, automated
flour mill in Canada.

In addition to its regular domestic sales, the Company
participates in a federal government sponsored assistance
program under which flour is exported to a number of
third-world and underdeveloped countries.



Other Retailing
Intercity Food Services Inc.

Total sales of our restaurant division increased by more than
27% to $25.3 million, while profits were reduced marginally.
Results for the year include those of Host House Foods Limited
since its acquisition in December, 1977. The restaurant and
snack bar outlets included in this acquisition, on the whole, are
very similar to the existing operations of Intercity. The name of
Host House has recently been changed to Multi Restaurants
Inc.

In addition to the units acquired during the yeara further
sixteen units were opened and five closed for a total of 164 in
operation at the end of the fiscal year. The Company plans to
open shortly its first barbecue chicken and ribs restaurant in
Montreal, under the name “La Rétisserie du Village™. An
aggressive expansion policy, which includes possible
acquisitions, as well as the development of new restaurant
concepts, continues to be pursued. We believe that the fast
food industry offers excellent opportunities for profitable
growth.

Pharmaprix Limited

Total sales of the units operated by Pharmaprix subscribers
increased 25% in the year — indicating the good public
acceptance of these modern, large, self-service outlets.

Three additional stores were opened, bringing the total
number in operation at year end to 29. Seven more are
planned for the current year, of which two are already
operating.

A private label line of products, bearing the name
“Pharmavie”, has recently been introduced. These products,
with high standards of quality, dependability and value, will play
an impaortant role in promoting and maintaining customer
loyalty.

During the year a centralized computer system was made
available to all subscribers. This system, which permits the
pharmacist-subscribers to maintain accurate records on
customers’ prescriptions, will help in providing dependable
service to the public.

Net income of Pharmaprix Limited for the year 1978
declined. Because it is jointly owned with Koffler Stores Limited
its results are accounted for on the equity method.

Employee Relations

Salaries, wages and employee benefits paid to our more than
25,000 full and part time employees exceeded $280 million —
an increase of more than $19 million or some 7% over the
previous year. Salaries, wages and benefits accounted for
approximately 14.7% of sales.

In late 1977, while under Anti-Inflation Board controls,
major collective agreements were signed with unions
representing virtually all unionized employees in Quebec.
These agreements had provision to reopen negotiations for
wages in the current year; such discussions are presently in
progress.

During the year a satisfactory two-year collective
agreement was negotiated for food store employees in Ontario.

§ Some 80 children of

i Steinberg employees from
Quebec and Ontario met
with the Hon. Renaude
Lapointe, Speaker of the
Senate, during a tour of the
National Capital Region on
the weekend of July 1st.



Consolidated statements
of earnings
and retained earnings

Steinberg Inc. and Subsidiary Companies
For the year ended July 29, 1978
(expressed in thousands of dollars)

1978
$

1,917,529

1,530,280
278,692
1,949
24,155
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699

(3,886)
862

(
14075
-
18037

i §

1978

$
163,729
25,730

179,459
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6,110
37,931
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156,863
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225,056
13,209

24,431

153,083
177,514

3,548
103,458

107,006

28,196
135,202

570,455




Consolidated
balance
sheet

Steinberg Inc. and Subsidiary Companies
As at July 29, 1978
(expressed in thousands of dollars)

]

10,111
130,572
33
2,323
49

143,088

134,757
72,172

206,929
19,003

371,970

13,517
10,742
174,226

570,455




Consolidated statement
of changes
in financial position

Steinberg Inc. and Subsidiary Companies
For the year ended July 29, 1978
(expressed in thousands of dollars)




Notes to consolidated
financial statements

Steinberg Inc. and Subsidiary Companies
For the year ended July 29, 1978
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Capital Stock

Supplementary letters patent were granted July 17, 1978
reducing the authorized capital of the company by cancelling
1,530 Series “A" preferred shares and 20,400 subordinated
preferred shares.

During the year 1,530 Series “A" preferred shares were
redeemed.

The subordinated preferred shares are subject to the restriction
that the company may redeem such shares to a maximum of
$1,000,000 and may purchase by tender additional shares to a
maximum of $1,000,000 in each year. During the year, the com-
pany redeemed 10,200 shares at par for a consideration of

As at July 29, 1978 the company had reserved 226,907 Class

()

“A" shares as follows:

Options to senior employees

Exaroisable fo November 30: 1978 1.1 - S g el by gr St ) e gl s

Exercisable from December 1, 1978 to November 30, 1981 ..ot vaeanenns

(d)

$999,600 and purchased by tender an additional 10,200 shares
at a price of $91.9375 per share for a total consideration of
$937,763. Subsequent to July 29, 1978, the company redeemed
a further 10,200 shares at par for a consideration of $999,600.

Subsequent to July 29, 1978 the company capitalized
$25,000,000 of its existing surplus by transfer to its authorized
and issued capital stock of $14,323,794 in the case of the
Class “A" shares and $10,676,206 in the case of the common
shares. This was confirmed by Supplementary Letters Patent
dated October 17, 1978.

Reserved for future allocation of options at a price to be determined by the Board of Directors but not

less than 90% of the market value at the time of allocation ..............ccoiiriniiiiieiininininnnn.

“The exercise of all the outstanding options would dilute earnings per Class “A" and common share by

3 cents (1977 — 4 cents).

issued to employees for cash of $317,400 (1977 — $32,400).

During the year 26,450 (1977 — 2,700) Class “A" shares were

5. Contributed Surplus

The contributed surplus as at July 29, 1978 consists of a premium

on issue and conversion of shares and gains on redemption of

Series “A" preferred shares amounting to $10,620,000 with respect

to prior years and gains on redemption of Series “A" preferred
shares and purchase by tender of subordinated preferred shares
amounting to $59,695 and $61,837 respectively in 1978.

6. Retirement Plans

There are obligations for past service pension benefits amounting
to $1,871,000 according to actuarial estimates. These obligations
will be satisfied by annual payments of $172,000 to 1990 and
$45,900 in 1991 and 1992, During the year ended July 29, 1978,
$495,000 in respect of past service pension benefits was charged
to operations.

7. Long-Term Leases

The aggregate minimum rentals, exclusive of additional amounts
based on percentages of sales, taxes, insurance and other
occupancy charges under long-term leases in effect at July 29,
1978 for each of the periods shown are as follows:

Withinitivaivenrs: . co0n 0 Odtsias T oo i R s S S Sl e B T e e L o
AN RRINEXITIVELYORrS .« .t aihhi i e iia ba et s s i i e e R SRR e S
IR REeXt Tive Vears: .. fx lnsls i A e e e e A e e e e e B
WYREINT RSIOXE VO VRIS . it s i f v o T s s B s ol e R e s
Withinthetremainder of the term . o 2 e e

Number Price
of per
shares share
30,850 $12.00
1,800 $18.00
5,000 $19.00
61,080 $20.00
98,730*
68,500 $16.00
_ 59677
226,907
Payable to
Ivanhoe Inc. Payable to
and subsidiaries others

{thousands of dollars)

44,064 104,288
38,088 94,339
30,417 79,352
10,536 50,931

8,696 47,367

131,801 376,277










Ten year
statistical review

(thousands of dollars except where noted)
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Consolidated revenues and net earnings of lvanhoe Inc. and its
subsidiary companies increased substantially during the fiscal
year. Rental income increased to $27 million, or 15% over
$23.5 million reported for the previous fiscal year. Gains on the
disposal of vacant land decreased from $1.1 million to
$254.,000. Earnings before taxes showed an increase from
$6.3 million to $7.3 million. while net earnings for the year
increased more than 35% to $4.25 million from $3.13 million.

Cash flow from operations equalled $9.5 million, an
increase of approximately $1.5 million over the figure reported
for the previous year. Fixed assets are carried on the books of
the Company at $181.4 million, an increase of $7.7 million from
$173.8 million in 1977. Long term debt increased by $11 million
to $136 million. Total assets exceeded $198 million at year
end.

During the year Ivanhoe issued a series of 10'/4-10'/2% First
Mortgage Sinking Fund Bonds in the amount of $30 million.
This issue was well received by the financial community. With
the issue of these Bonds, fully independent of any guarantees
from its parent company, lvanhoe has become essentially a
self-financing organization, and has consolidated its position
amongst the ranks of the major Canadian real estate
development and operating companies.

The reduction of new shopping centre construction
in its usual geographic areas of activity has set into
motion two major responses on the part of the Company.
Firstly, it has accorded the opportunity to concentrate on
activities related to the day-to-day operations of existing
shopping centres. Stress is being placed on renovations and
mocernizations of properties as well as the improvement of
tenant mix. An example is the expansion of Place Bourassa, a
successful community shopping centre in the north of Montreal.
Major renovations to St. Martin and Cote St. Luc Shopping
Centres have been completed. Substantial changes in the
tenant mix have taken place and are planned for Place Ste.
Foy. Emphasis is being placed on the formulation of
appropriate strategies to maximize the potential of each centre
managed by the Company.

At the same time, efforts have commenced to carry
lvanhoe's program of expansion beyond its traditional markets
and beyond any connection with Steinberg retail facilities. In
this regard. the Company has been examining the acquisition
of property outside Quebec and Ontario and expects to
announce results relating to this program in the current year.

lvanhoe
and
Subsidiaries




Consolidated statements
of earnings
and retained earnings

Ivanhoe Inc. and Subsidiary Companies
For the year ended July 29, 1978
(expressed in thousands of dollars)

Statement of Earnings

Revenue
Rentals — Steinberg Inc. and subsidiaries

Expenses

Operating and administrative
Wages and employee benefits
Depreciation

Earnings from Operations

Financial (Income) and Other Expenses
Interest and amortization of discount on long-term debt
(S(=] T o= o [ e SRS e S e

Interest earned and gain on redemption of long-term debt
Income from 50% owned and affiliated companies

Earnings before Income Taxes and Minority Interest

Income Taxes
Current

Earnings before Minority Interest
Minority Interest
Net Earnings for the Year

Statement of Retained Earnings

Balance — Beginning of Year
Net earnings for the year

Dividends on preferred shares

Balance — End of Year




Assets

Property Interests
Income producing properties
Accumulated depreciation

Land held for future development

Other Assets

Accounts receivable (note 2)

Prepaid expenses

Investments (note 3)

Unamortized discount on long-term debt

Liabilities
Long-Term Debt and Other Obligations (note 4)

Other Liabilities
Bank advances

Deferred Income Taxes

Minority Interest (including $581,200 of preferred shares
of a subsidiary held by Steinberg Inc.)

Shareholders’ Equity
Capital Stock (note 6)

Retained Earnings

Signed on Behalf of the Board
H. Arnold Steinberg, Director
Mel Dobrin, Director

Consolidated
balance
sheet

Ivanhoe Inc. and Subsidiary Companies
As at July 29, 1978
(expressed in thousands of dollars)

147,796
25971

173.767

8.346
2,345
2,985

877

188,320

125582

1,528
8,453

153,407




Net Earnings for the Year
ltems not requiring cash
Depreciation
Deferred income taxes

Cash Flow from Operations

Financing
Additional long-term debt
Repayment of long-term debt

Additions to (repayments of) advances from Steinberg Inc.

Issuance of capital stock
Issuance of shares of a subsidiary to Steinberg Inc.

Consolidated statement
of cash flow and changes
in financial position

Ivanhoe Inc. and Subsidiary Companies
For the year ended July 29, 1978
(thousands of dollars)

19,993
(5,064)
(16,420)

320

582

Redemption of shares of a subsidiary held by Steinberg Inc. ......................

Funds obtained from (used for) other assets and liabilities

Payment of Dividends on Preferred Shares

Funds Available for Investment




Notes to consolidated
financial statements

Ivanhoe Inc. and Subsidiary Companies
For the year ended July 29, 1978
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1. Accounting Policies

(a) Principles of consolidation —
The consolidated financial statements include the
accounts of all companies in which Ivanhoe Inc. holds an
interest in excess of 50%. The investments in 50% owned
and affiliated companies are accounted for on the equity
basis.

(b) Property interests —

Depreciation is recorded on income producing properties
on the straight line method at the following rates which are
sufficient to amortize the cost over their estimated useful
lives:

Buildings 40 years
Parking Areas 25 years
Equipment 10 years

Income producing properties are carried at cost (including
development expenses). Land held for future development
is carried at cost plus direct carrying charges such as
interest and realty taxes on land up to the appraised value
of the land and on canstruction in progress until the official
opening date of the project or a satisfactory level of
ocecupancy is achieved. Capitalization in respect of all
projects is subject to a reasonable maximum period of
time.

2. Accounts Receivable

1978 1977
(thousands of dollars)
DUEHTONTEBIANS 5 saw srvsvis 10 sois nmm @ S enemns Ss PRmpbeais B (a1 e 1,726 1,637
Amounts recoverable from land transactions, funds on deposit, and otheritems .................. 5,802 6,709

Incarne:taxas rerOVEtABIB., . ... cou s —od skt o5 TG SEERANE B0 VENT S IR T O DR T 460
7,988 8346
3. Investments 1978 1977
50% owned companies (thousands of dollars)
Shares —at equity . ........ A R S e Sse e e S R WA S.GBE BE SSTeRE NE 290 127
AV AN S ottt e e e e e e 415 - 415
705 00 %42

Affiliated companies

Sharese—at Uy e o simm den svemuans o SEIT0 s a0 EEEEIETE BN TR SR SR SR o e 2,559 2,018
ACOVANGES . . v 1orievim imer mmin maminatss sisie ssncn momimmce soacs socs Sinetilh 555 BRI 00 PO PR 7% S0 SRR BER e 426 427
2985 2,443
3,690 2,985

4. Long-term Debt and Other Obligations

First mortgage sinking fund bonds —

Principal outstanding
1978 1977
(thousands of dollars)

Ivanhoe Inc.
77 2% SEHEs AU TG oo soe wvsss 090 Ses poees 595 Sewdent P% FRACETIE RIS DRSS I e 3,850 4,355
7 % Series B, due 1991 repayable in U.S. currency $1,746,000 (1977 — $1,832,000) . 553 1,913 2,009
101/4- WUhp% Series 1978 due 1998 (or 1988 at option of holder) .............. 30,000
Steinberg's Properties Limited
A1/% Series A, due 1980 ... .. 444 561
6 % Series "B",“C"and "D" due 1982-84 .. ................. P 2,954 3,496
Steinberg’s Shopping Centres Limited
T USorios A, AU TOB5 s rouwms s sutvvonms 5ol STmte SE dEE WIS SR S s S SR o 3,339 3,765
Bls%:8erias B die 1994 | oo iun viesn onn s ViR G0 SRS ST SE SIAISNONS PUR IR i 3,761 3,905
Steinberg Realty Limited
81/2% Series A, due 19971 .. . P oG TRG BTN SOl SRR W 13,752 14,224
B7/5% Series B, dUue 1903 . . 20,989 21,347
81,002 53,662

Sinking fund requirements for the above bonds for the five ensuing years are as follows:
1979 — $2,366,000; 1980 — $2,427,000; 1981 — $2,568,000; 1982 — $2,436.000;

1983 — $2,611,000

The excess of bonds redeemed and cancelled to date over the cumulative sinking fund
requirements at July 29, 1978, amounting to $3,118,000 may be applied against these

requirements.



Note 4 — (continued) Principal outstanding
1978 1977
(thousands of dollars)

Mortgage loans and balances payable on land purchases —

T%e-10% balances: payable on |and DUTCHASES ... u.r s s smnisie s dat s sty et o o 1,639 2,123
51/2%-71/2% mortgage loans, repayable in varying monthly instalmentsto 1985 . ................ 2,823 6,622
10'/2% mortgage loan repayable in monthly instalmentsto 1996 .. .......... ... .. ... ... ..., 866 883
10%/g% mortgage loan repayable in varying monthly instalments to 1993 ........................ 500
111/2% mortgage loans repayable in varying monthly instalments to 1992 . ...................... 2,092 2,121
113/4% mortgage loans repayable in varying monthly instalments to 1995 ....................... 8,143 8,214

16,063 19,963

Other obligations —

Nomiintefast bearingadVante ruuwe s v o Soamess Soimns 55 a0 ST e e 34 35
6% notes due ON dBMANG .. .. ou vttt it et e e e e e 780 780
Unsecured term loan due May 19, 1982 with interest at /> of 1% to 1% above prime ............. 4,200 4,200
7% demand note due to Steinberg INC. ... ... . i 1,844
Secured term loan due July 31, 1980 with interest at 11/4% above prime .........c.ooovvveeen... 15,500
Secured term loan due June 15, 1982 with interest at 17/s% above prime............covviivennnn 15,000 15,000
Secured term loan due on September 1, 1980 with interest at 11/s% above prime ................ 17,678 16,442
39,536 §1,957

136,601 125,582

5. Accounts Payable and Accrued Liabilities

1978 1977
(thousands of dollars)
Staihbargilnc And SUDSEHARES swxmsarorn e eyt i s s e el T S TS 4,396
DRI o Ryl S e e e e S e s Saon o SEiee B G R S G B 4,432 3,683
INCOTNE faXES e nen mramnse e so 0 S0 L o aiaaa et s e et 374

4,432 8,453

6. Capital Stock 1978 1977
(thousands of dollars)

Authorized
155,000 5% non-cumulative preferred shares
redeemable at their par value of $100 each
70,000 8% cumulative preferred shares
redeemable at their par value of $100 each
200,000 Class “A” non-voting shares of the par value of $1 each
50,000 common shares of the par value of $1 each

Issued and fully paid

153200 5% preferied SNAres:: noermme e contvse o srmme st sinr 2ot i B B G 15,320 15,320
64,088 8% preferred Shares . .. ... ... 6,408
90,000 Class “A” Shares . . . ... 20 90
10,000 COMMON ShAES . . . .o\ttt et e e e e e e e e e e e 10 10

21,828 15,420

During the year the company increased its authorized capital by 70,000, 8% cumulative preferred shares redeemable at their par value
of $100 each, of which 64,088 were issued for cash.

Contingent Liabilities

Guarantees
Ivanhoe Inc. has guaranteed bank loans amounting to $5,607,750 of companies in which it has ownership interests.

Comparative Figures
Certain comparative figures for 1977 have been restated to conform with the current year's presentation.

Auditors’ Report to the Shareholders

We have examined the consolidated balance In our opinion these consolidated financial
sheet of Ivanhoe Inc. as at July 29, 1978 and the statements present fairly the financial position of the
consolidated statements of earnings, retained earnings company as at July 29, 1978 and the results of its
and cash flow and changes in financial position for operations and the changes in its financial position for
the year then ended. Our examination was made in the year then ended in accordance with generally
accordance with generally accepted auditing accepted accounting principles applied on a basis
standards, and accordingly included such tests and consistent with that of the preceding year.
other procedures as we considered necessary in the
circumstances. g

Montreal, Quebec ahes

October 18, 1978 Chartered Accountants

25
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From its very beginning, Steinberg’s has enjoyed a special
relationship with its customers. The constant effort to provide
better value and service has been reciprocated by steady
patronage based on confidence and trust.

As stores have grown larger, the variety of goods offered
for sale has increased rapidly. At the same time numerous
external factors affecting supply, quality and price have tended
to make rational shopping decisions more difficult for
consumers.

Over the years Steinberg’s has organized hundreds of
consumer meetings, some demonstrating the economical
selection and proper use of food products such as meat and
produce, others dealing with quality control, nutrition, sanitation
and environmental concerns.

In addition, the Company has participated in major
exhibitions such as The Toronto Home Spring Show, Le Salon

Keeping Consumers
Informed

de la Femme and the International Salon of Food and
Agriculture, with live demonstrations on various matters of
interest to consumers.

During the past year, the Company stepped up its
consumer information program with a series of two-page
newspaper advertisements aimed at helping customers
understand, and do something about rising food prices.

One ad explained the reasons for the spectacular rise in
beef prices and suggested how consumers could meet their
budgets by buying substitutes such as fish, pork, etc. Another
told how equal quality at lower prices is available through
purchase of Steinberg brand products. A third, headed
“Inflation”, offered a five point program to help consumers
combat the erosion of their purchasing power.

These are part of a continuing program to keep consumers
informed.

Beet Prices!

Steinberg thinks its time
someone talked to you about them.

Why has t-bone almost doubled
in price since January?

As you are no doubt aware, beel prices have been
consistently low for the past several years. And we've all
been benefiting.

All of us except the farmer, that is

On the one hand, his feed grain and labour costs
have risen tremendously. On the other, the price he was
getting for his beel was sheinking.
ry and pay his bills, was
forced into bringing mast of his herd ta the
slaughterhouse. This created a surplus on the market,
whetted our appetite for heef even mare, and drove prices
still lower.

So, the farmer. just to

Today, this surplus has become a shonage because
farmers just haven't beef 1o sell

But we've still gat aur appetite.

And when you've got a lot of peopie looking for a
little beef, the price of that beef rises. As do many other
meats.

Is it the same story with the high
cost of fruit and vegetables?

Thank goodness, no. While beef prices are expected
to remain high for some time, the fruil and vegetable
situation is prabably shart term

Early frasts and natural disasters in key grawing
arcas have damaged, cven wiped-out. whole crops.
Creating shortages and high prices

Hopefully, with good harvests this year. we should
begin to see a fall in prices towards Fall

What is Steinberg doing to help?

At first thought, you might say “Steinberg. why not
give us weekly beef salesT™ We could.

And some supermarkets probably will

But they'd likely be selling you beef below their cost
and, as good business dictates, would have to pick up the
difference on other erticles.

More important, however, all that this would
accomplish is to create a greater demand for what Little
beef is available, raising prices even higher.

Steinberg thinks there are better ways.

Specifically: we've asked our buyers to da
cverything they can to negotiate the absolute lowest
prices for the kind of quality Steinberg beel you're
accustomed to. Our buyers understand. They lave their
beef as much as you do

We're also going to be cutting prices immediately
an some great alternatives. Like lean hamburger. Pork.
Fish, Delicatessen meats. And more. They're nutritious
Delicious. And we think your family will love them.

Steinberg is on your side with these delicions “Besi Buys™,
B07 Buy TEM [

Finally, we'll be instigating a *Best Buy' program.
These products will cither be at a reduced price like the
meats mentioned above. Or extremely good valucs, Like
turkey. And canned salman. And seasonal products as
they're available. They've been chosen for quality. Taste
And of course, price. And they'll be marked with our
‘Best Buy' sticker

So watch for them in our regular Wednesday
newspaper ads. And look for them right on the package
in our Steinberg stores

This is our way of telling you, “Look! The price of
beel is beyond our control, bul rest assured, Steinberg is
on your side.”
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