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Imasco Limited is a major
Canadian consumer products
and services corporation

with operations in Ganada and
the United States.

Imasco operates through four
main divisions.

Imperial Tobacco, Canada’s
largest tobacco company, manu-
factures and distributes a com-
plete range of tobacco products.

Imasco USA operates and
licenses a system of 2,411 fast
food restaurants, principally
under the name Hardee's, in the
United States.

Shoppers Drug Mart licenses

and operates 447 pharmacies,
principaliy in Canada, specializing
in prescription drugs, over-the-
counter medications, health and
beauty aids, and cosmetics.

Peoples Drug Stores operates a = <
chain of 765 drug stores in 14
states and in Washington, DC.

Other operations include the
Imasco Resources division which
explores investment opportuni-
ties in natural resources and
venture capital fields, and the
cperations of the 455 UCS Group
tobacco and gift shops in Canada.

Annual Meeting of
Shareholders

The Annual Meeting of Share-
holders will be held June 27,
1985 at 10h30 at the Chateau
Champlain Hotel, 1 Place du
Canada, Montreal, Quebec.

Si vous desirez recevoir le ran-
port annuel en francais, veuillez
communiquer avec

Le Secrétaire

Imasco Limitee

4, square Westmount
Montréal, Canada
H3Z 258
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Financial Highlights-
For theryeas ended March 31, 1985
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Fiscal 1985 has been another
year of achievement for your
company. Sales and earnings
increased, the common shares
were split, the quarterly dividend
on common shares was increased
twice, and the drug store chain of

Rea and Derick, Inc. was acquired,

significantly enlarging our drug
store interests in the U.S.A.

During the year consolidated
earnings were $234.1 million, an
increase of 21% over the $194 .2
million earned in fiscal 1984.
Earnings per common share after
adjustment for a two-for-one
common share split in March of
1985 were $2.25 compared with
$1.90 last year. Qur growth in
earnings per share on a fully
diluted basis for fiscal 1985 was
18% and for the five-year pernod
ended in fiscal 1985 represented
a compound annual growth rate
of 21%. Effective for fiscal 1985
was the acquisition of Peoples
Drug Stores, Incorporated of
Alexandna, Virginia. In December
of 1984 Peoples acquired Rea
and Derick, Inc. a Pennsylvania
based drug store chain. Resuits
for Peoples were included as

of April 1,1984 and for Rea and
Derick as of December 1,1984.
System-wide sales for fiscal 1985
were $7.3 billion representing an
increase of 37% over 1984's
$5.4 billion. Revenues increased
52% from $2.9 billion in fiscal
1984 to $4.4 billion in fiscal
1985.

Imperial Tobacco

The year proved to be a most

exciting one for Imperial Tobacco.

What had been identified as the
industry’s major problem, exces-
sive cigarette taxation, was partly
resolved because of a change in
the federal taxation system
brought about mainly by the
concerted efforts of the tobacco
industry as a whole. The govern-
ment now indexes the federal
levies to the Consumer Price
Index rather than to the tobacco
products sub-group, thereby

moderating, at least federally, the
cycle of tax increases spurring
further tax increases. The indus-
try intends to continue discus-
sing taxation with provincial
governments to see if they might
consider taking similar action.

Revenues were $1.5 billion, an
increase of 7%, while operating
earnings were $224 million an
increase of 9% over the prior
year. Imperial Tobacco's share of
the cigarette market increased
for the tenth consecutive year to
51.3%, an increase of 0.4% over
last year. Cigarette unit ship-
ments by Canadian manufactur-
ers decreased by approximately
2.1% in fiscal 1985 while unit
shipments by imperial Tobacco
were down only 1.6%.

The tobacco industry has faced
many challenges in the past
several years and in most recent
periods the challenge of spi-
ralling price increases caused
mainly by large federal and
provincial taxes. The current
situation regarding federal
taxation seems to be one of
moderation; but a major effort
will be required, especially after
the latest Québec budget, to
bring provincial taxation within
the C.P.l.

Capital expenditures during the
year were $20 miilion compared
with $13 miilion in fiscal 1984. The
majority of capital expenditures
continued to be in the area of
manufacturing productivity with
emphasis on packaging and pro-
duction. We expect that capital
expenditures in the next five
years will be much lower than
those of the last five years as the
major part of our plant moderni-
zation programme has been
completed. Imperial Tobacco is
optimistic about the environment
in which the tobacco industry
will operate in the months and
years ahead. The company is
well-positioned to maintain its
leadership within the industry.
Imperial will continue to lead the

tobacco industry in the develop-
ment of new concepts, new
products and in the implementa-
tion of productivity programmes
aimed at maintaining a high leve:
of profitability.

Imasco USA

Imasco USA through its principal
operating subsidiary, Hardee's
Food Systems, Inc., had a some-
what disappointing year. System-
wide sales were $2.9 billion
compared with $2.4 billion in
fiscal 1984, representing an
increase of 21%. Revenues
increased 16% from $1.1 billion in
fiscal 1984 to $1.3 billion in fiscal
1985. Operating earnings were
5108.3 million, a 17% increase
over fiscal 1984's $92.3 million.

Hardee's performance was
below historical trends and this is
attributable to several factors.
The most important of these was
a significant increase in competi-
tion during the course of the
year, particularly in the breakfast
segment. However, during the
year Hardee's extended its prod-
uct line and with strong promo-
tional activities was able to
regain its position of growth and
is now showing improved results
in the breakfast segment.

Fast Food Merchandisers, Inc's
results were affected by the
start-up costs of a new manufac-
turing piant in Monterey, Ten-
nessee. The new plant provides
the increase in capacity needed
to meet the system’s long term
requirements. The plant is now
operating profitably.

Hardee's will aggressively pursue
new advertising and promotions
with principal emphasis on an ad-
vertising campaign in fiscal

1986 with a new agency.

Imasco USA has acquired
Grisanti, Inc. of Louisville,
Kentucky. Grisanti has developed
a family Italian restaurant con-
cept that Imasco USA plans to
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evaluate as a prototype for
broader development.

Imasco USA's total capital
expenditures in fiscal 1985 were
$120 miilion compared with
$72 million last year, represent-
ing a sigmificant increase in the
number of company-owned
store openings over fiscal 1984's
level. Capital expenditures for
fiscal 1986 are expected to be
somewhat below those of fiscal
1985.

Results of Imasco USA in fiscal
1986 shouid improve, particular-
ly in the restaurant division.
Expectations for continued
growth in the fast food industry
remain high. Imasco USA will be
well positioned in fiscai 1986 to
resume Its outstanding growth
record within this industry.

Shoppers Drug Mart

Shoppers Drug Mart experi-
enced excellent growth in fiscal
1985, particularly in light of the
continued changes in the retail
drug store industry in Canada.
Despite increased competition
Shoppers was able to achieve a
12% increase in system-wide
sales from $1.3 billion to $1.5 bil-
lion. Revenues increased 13% to
$68.5 million and operating
earnings increased 17% to $38.3
million in fiscal 1985.

Shoppers Drug Mart faced stiff
competition, primarily in western
Canada, from food and drug
combo stores and off-price drug
retailers. Shoppers is realigning
its marketing strategies and pric-
ing in these markets in order to
effectively meet the competitive
challenge. Store development
during fiscal 1985 continued at
an improved pace over the level
of fiscal 1984 with the opening
of 12 drug stores in Canada. Dur-
ing fiscal 1985 Shoppers also
acquired four drug stores from
independents and six Good
Neighbor drug stores in the
Atlantic Provinces.

Of particular note during the vear
was the continued improvement
in operations in both Florida and
Quebec. Florida reached break
even in operations. This improve-
ment in results was directly attri-
butable to the management in
Fiorida as well as to a reposition-
ing of the drug stores vis-a-vis
their competition in the U.S.
marketplace. In order to continue
the profitable development, the
Florida stores became part of the
Peoples Drug Stores group in
May 1985.

In Quebec, operating losses at
Pharmaprix were reduced as a
result of the closing of some
stores and the improvement of
the Pharmaprix associate con-
cept. Pharmaprix has excellent
growth prospects.

Shoppers Drug Mart continues
to test new marketing ideas.
Howie's in Toronto, Pharmaprix
Carnaval in Montréal, Health
Care Centres, and combined
drug and convenience food
stores are examples of the
group’s interest.

These new concepts are being
developed in order to meet the
changing drug retailing environ-
ment in Canada.

Peoples Drug Stores

Peoples Drug Stores recorded in
fiscal 1985 its highest sales and
earnings in its 79-year history.
Sales were $1.4 billion and oper-
ating earnings $55.3 million.

Peoples’ most strategic growth
accomplishment in fiscal 1985
was the acquisition of Rea and
Derick, a 134-store chain based
primarily in Pennsylvania. The
purchase, along with Peoples’
store openings during fiscal
1985, increased the overall num-
ber of drug stores from 600 last
year ta 765 stores as of March
31, 1985. A major project at
Peoples is the construction of a
new distribution centre in Frede-

ricksburg, Virginia, which will
open during the second quarter
of fiscal 1986.

In addition to market leadership,
Peoples’ strategy emphasizes
professional health care and con-
venience. |t is health orientation
which sets Peoples apart from
maost other U.S. drug retailers.
The image is enhanced by Peo-
ples’ operation of a total of 56
optical centres in its major
markets which are serviced by
two Peoples optical laboratories.

Capital expenditures in fiscal
1985 were $47 million with the
majority of funds being spent on
the new distribution centre as
well as the addition of 36 new
drug stores. Capital expenditures
on store development in fiscal
1986 are expected to be higher
than in fiscal 1985 with particular
emphasis on the remodelling of
the recently acquired Rea and
Derick chain.

Another development during

the course of fiscal 1985 was the
opening of two Hardee's restau-
rants in converted snack bars at
existing Peoples drug stores.
Sales have improved as a result
of this conversion and Peoples
considers this an area of future
growth. Peoples will continue to
emphasize expansion of its exist-
ing store base, particularly in
southeastern markets, and
increased profitability through
productivity programmes.

Other operations

Imasca’s other activities are
centered in two particular areas.

The UCS Group, with 455 retail
outlets in Canada, and Imasco
Resources division which owns a
position in Canada Northwest
Energy Limited and a partnership
agreement with Flame Qil & Gas
Ltd. The UCS Group enjoyed
profitable results during the
course of the year and we expect
further progress in fiscal 1986.






Capitalization

On December 14, 1984, the
Corporation issued 3.4 million
common shares from treasury to
BATUS Investments, Inc., a
whnolly owned subsidiary of B.AT
Industries p.l.c., London, England,
ata pnice of $46.25 a share.

At a special meeting on March 4,
1985, shareholders approved a
two-for-one subdivision of the
common shares, effective March
22,1985. At the same meeting,
shareholders approved an in-
crease in the number of author-
zed common shares from
57,500,000 to 120,000,000,
after the effect of the subdivision
of the common shares.

Dividends

On May 9, 1984, the quarterly
dividend on the common shares
was increased five cents to 31
cents, or $1.24 annually. On
January 30, 1985, the Board of
Directors again increased the
quarterly dividend by five cents,
to 36 cents or $1.44 annually.
After the stock split in March, the
annual dividend is 72 cents a
share.

This is the eleventh consecutive
year that Imasco has increased
its dividends. The Corporation
has paid dividends every year
since its establishment in 1912.

Board of Directors

At the meeting of the Board of
Directors on May 8, 1985, the
number of directors of the Cor-
poration was increased from

13 to 15. We are pleased to
announce that Messrs. Paul E.
Martin, President and Chief
Executive Officer of The CSL
Group Inc., and Daniel E. Somers,
Vice-President, Chief Financial
Officer and Corporate Comptrol-
ler of the Corporation, have been
nominated for election to the
Board at the Annual Meeting of
Shareholders in June.

Management

On July 1,1985, Mr. L. Edmond
Ricard will become Vice-
Chairman of the Corporation,
and Mr. Purdy Crawford will
succeed Mr. Ricard as President
and Chief Operating Officer.

The office of Vice-Chairman

was created in anticipation of Mr.
Ricard's retirement in 1986 and it
will ensure that the Corporation
retains the advantage of his
experience, knowledge and lead-
ership ability. Mr. Ricard will
continue to contribute to the
growth and prosperity of Imasco
and be available to advise

and counsel his successor.

Mr. Crawford is a senior partner
in the law firm of Osler, Hoskin &
Harcourt and has had a distin-
guished legal and business
career. He takes on the role of
President and Chief Operating
Officer with the benefit of an
extensive knowledge of Imasco.
Mr. Crawford has been a mem-
ber of the Board of Directors for
11 years and a member of the
Executive Committee for the past
seven years.

Investment Canada

We are pleased that the federal
government Is taking a more rea-
sonable and realistic view of the
benefits to Canada of investment
in this country. One of the first
priorities of the new administra-
tion was to completely redesign
the process for review of foreign
investment in order to attract and
facilitate investment into Canada.
This new approach is expressed
in the Investment Canada Bill
now before Parliament. If this Bill
becomes law, Imasco wiil be
eligible to apply for recognition
as a "deemed Canadian corpora-
tion". If granted, this status would
place us on the same competitive
footing as other Canadian corpo-
rations for all investments except
those affecting Canada’s cultural
heritage and national identity.

Outlook

Imasco is committed to growth
through the dedication of the
operating divisions to quality —
quality of products, of services t
our customers, of management
of our operating units, and of ou
employees. Our objective is to
foster growth in all areas of ope:
ations. During fiscal 1985, we
achieved that objective through
the combined efforts of our
employees at all levels. We are
pleased to acknowiedge their
contribution to the success of th
Corporation.

We expect the trend set in this
past year to continue in fiscal
1986. While consolidating our
position In our major areas of
business, we shall continue to
look for opportunities.

On behalf of the Board of
Directors

i j

Paul Pare, Chairman
and Chief Executive Officer

i o S

L. Edmond Ricard, President
and Chief Operating Officer

Montréal, May 8, 1985.






Revenues (5000,000.000¢
16
14
10
)8
0.6
04
2.2

2} 1981 1982 883

Operating eamings

250

200

150

100

50 >
0 1981 1982 1983

Imperial Tobacco

The fiscal year just ended proved
to be a most exciting one for
Impenal Tobacco for many rea-
sons.

The industry’s major problem,
excessively high cigarette taxa-
tion, was partly resolved as a
result of a change in the federal
tobacco tax structure.

The company was again able to
increase its share of the Cana-
dian cigarette market, and
launched a number of new prod-
ucts which, after only a short
period, show positive signs of
success.

Substantial changes in the
company’s organization were
completed following the depar-
ture of a number of senior execu-
tives under the company’s volun-
tary early retirement plan.

Industry cigarette sales

Total industry cigarette sales for
the year amounted to 61.3 billion
units, a 2.1% decrease in volume
from 62.6 billion the previous
year. This represented a soften-
ing of the decline in industry
sales volume. The decline in
1984 from the previous year was
4.4%.

It is too early to offer definitive
explanations for the slowing

of the industry’s decline in ciga-
rette sales. However, it is
probably partly attributable to
the change in tobacco taxation
introduced by the federal
government in September 1984,

All segments of the tobacco
industry were concerned about
the effects of the new system of
taxation introduced in 1981 and
made representations to the
federal finance department ac-
cordingly. Similar representations
were made by the beverage
alcohol industry. As a result of
these representations, a joint
industry-government study group
was established to recommend

ways to improve the existing
indexation system of federal
excise duties and taxes on both
tobacco and alcoholic beverages.

Following the study group's
recommendations, the govern-
ment modified its taxation
system and now indexes federal
excise duties and taxes to the
Consumer Price Index rather
than to the sub-group of the
C.P.l for tobacco products.

As a result of this change, federal
taxes on cigarettes went up by
about 5% on September 1,1984,
instead of by 17% as would have
been the case under the previous
system.

This new federal approach has a
further benefit. It reduces auto-
matic provincial tax increases in
those provinces using indexed
cigarette tax systems.

While these developments are
welcome, the tobacco industry
cannot afford to be complacent.
In the past year several provinces
raised tobacco taxes at rates
substantially above the C.P.l. The
Province of Québec, where

more than 18,000 persons are
either directly or indirectly

employed in the tobacco industry,

led all the others with an increase
of 45%, or 28 cents per pack of
25 cigarettes.

Imperial Tobacco sales

For the 12 months ended March
31, unit sales of Imperial Tobacco
totalled 31.4 biilion cigarettes
versus 31.9 billion for the previ-
ous year, a 1.6% decrease in
volume. As a result of this better-
than-industry performance,
Imperial Tobacco's market share
grew from 50.9% in fiscal 84 to
its current position of 51.3%.

Imperial Tobacco's strong market
position is led by Player’s, the
most popular cigarette trade-
mark in Canada. The Player's
family, consisting of Player’s

Plain, Player's Filter, Player's
Light, Player's Extra Light and the
new Player's Special Blend and
Player's Special Blend Light, no-
accounts for 22.5% of all ciga-
rettes sold in Canada. In the
course of the year, the Player’s
family increased its share of the
total market by about 0.2%.

The second most popuiar ciga-
rette on the Canadian market is
Imperial Tobacco's du Maurier,
which represented 17.5% of

all cigarettes sold in fiscal 1985.
The family members of this
growing trademark consist of
du Maurier, du Maurier Light and
du Maurier Special Mild all of
which contributed to a 0.5%
growth in market share.

Other brands marketed by
Impenal Tobacco include
Matinee, Matinée Extra Mild,
Medallion, Peter Jackson and
Peter Jackson Extra Light which
in fiscal 1985, collectively repre-
sented a total market share of
8.5%.

In September 1984, Matinée
Slims was launched in regular,
menthol, king size and 100mm
versions. Response to the “slim”
concept has been positive and
sales are expected to contribute
to continued increases in market
share. As a follow-up to these
positive market responses, a
second slim brand called Avanti
by du Maurier was launched in
several test markets in early
February.

The company's growth in the
marketplace is a result of the
coordinated work of the Market-
ing and Research & Development
divisions in developing new
products designed to meet spe-
cific consumer needs while
ensuring a high level of product
quality and integrity.

In support of its strong market
position, Imperial Tobacco is
involved in a programme of
sponsorship of world class pro-
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fessional sports events - golf,
tennis, equestrian and auto
racing. Its participation 1s on a
scale unmatched by any other
singie enterprise in Canada.

In January 1985. the federal
government announced that in
the future, “All amateur sports
associations receiving tederal
government funding shall be
required to desist from associat-
INg In any new or renewed
sponsorship or financial support
arrangements with the tobacco
products industry for events or
programmes predominantly
involving amateur athletes” This
new policy will have little impact
on Impenal Tobacco since the
company $ major Sponsorships
involve for the most part profes-
sional athletes.

Sales of Impenal Tobacco fine
cut tobacco for roil-your-own
cigarettes in fiscal 1985 totalled
2.6 million kg, an increase of
2.2% over those of last year.
Industry sales of fine cut de-
creased by 4.1%, resulting in a
2.7% growth in the company's
market share to 43.6%.

Cigar and pipe tobacco sales
declined during the year by 12%
and 13% respectively.

Duty free sales

Cigarette sales activities in the
duty free/export area have been
rewarding. Total sales of ciga-
rettes in this area in fiscal 1985
were 331 million units, an in-
crease of 34.6% over last year.
This segment covers sales to
dipiomats, ships stores, airlines,
duty free airport shops and
border stores, and areas where
Canadians congregate while on
vacation, e.g. Florida and Hawaii
in the U.S. These resuits were
achieved even during a period
when the number of Canadian
travellers to the U.S. was
reduced as a result of unfavour-
able exchange rates for the
Canadian dollar.

Human resources

In the course of the year, the
company renewed seven collec-
tive agreements with the Bakery,
Confectionery and Tobacco
Workers International Union,
which included the agreements
at our major manufacturing facil-
ities in Gueliph, Québec City

and Montreal. The new collective
agreements are of 21 months’
duration and expire in April 1986.

Reorganization

Under a plan offered by the
company @ numbper of senior
executives took early retirement
in fiscal 1985. It 1s a measure of
the success of the company's
career planning and executive
succession programme that
these departures took place
without major internal disrup-
tions. The management structure
was reorganized and seven new
division heads were appointed.

Leaf tobacco

The 1984 Canadian flue-cured,
Virginia-type tobacco crop
amounted to approximately
89,000 metric tonnes and
reached the production targets in
the various provinces where the
tobacco is grown. The 1985
crop is expected to be smailer
because of decreased demand
for the export market. The
average price received by the
growers was $3.73 per kg, up
from $3.60 in 1983.

Imperial Leaf Tobacco purchased
approximately 38,000 metric
tonnes of the 1984 crop, of
which 8,000 metric tonnes are
destined for overseas sales.

Canadian growers are seeking to
establish a national marketing
board for flue-cured tobacco.
Some growers view such a board
as the only means by which
Canadian flue-cured tobacco can
maintain its competitive position
on worid markets. However,

before any decision is taken to
establish such a board, 1t would
be advisable to determine what
the long term prospects are for
the export of Canadian leaf
tobacco.

Prospects for the future

Impenal Tobacco's success

in fiscal 1985 and hopes for the
future rest essentially on two
bases. First, a conviction that the
company’'s products are the best
in the industry and that they will
continue to attract an increasing
share of the custom of the seven
million Canadians who enjoy
smoking. The Company is com-
mitted to continued excellence ir
oroduct development, manufac-
turing, packaging, marketing,
advertising and promotion, and
In consumer relations.

Secondly, Imperial Tobacco will
continue to strive to achieve
higher productivity levels. The
combination of efficient produc-
tion planning, modern machinery
and the enthusiastic support of
all employees should assure a
successful future.






na new
Impenai
f the oooular

1. new oresentation

retie

rie. Wilmat Tennvson. C
nael Courtnev. Thomas Le
nn.

& OKIIlEd [(eCNNOIOQISIS prepare riavour
ples for smoking panel tests,

3 Tecnnician selects cigarettes ror qualty
)ntrol tests.

= Mark IX macnine makes 3
Tinute

atinée Siin







System-wide sales® s 5000,000000)
Revenuesil

2.50

2.00
150
1.00
150
) 1981 1982 1983 1984 1985
Operating earnings US $000.000)
100
30
£
io
0 1981 1982 1983 1984 1985

The year 1981 represents the fiscal year
ended October 31, 1980.

Imasco USA

For fiscal 1985 system-wide sales
were 52.9 billion and revenues
were $1.3 billion, representing
increases of 21% and 16%
respectively over fiscal 1984.
Earnings from operations were
$108.3 miilion in fiscal 1985, a
17% increase over fiscal 1984
earnings of $92.3 million. Total
capital spending by Imasco USA
was approximately $120 mullion.

Hardee’'s Food Systems

During fiscal 1986, Hardee's
Food Systems, Inc., the principal
operating subsidiary of Imasco
USA, Inc., will celebrate its 25th
anniversary. This represents two-
and-a-half decades of leadership
in the U.S. fast-service restaurant
industry. Hardee's currently ranks
fourth in revenue among all ham-
burger restaurant chains and fifth
among all fast service chains.

Hardee’'s Food Systems' 2,358
restaurants are located principally
in the southeastern, midwestern,
and mid-Atlantic regions of the
United States and in several
foreign countries. Of these, 866
are company-owned and 1,492
are franchised. The company
continues to maintain a
company-ownership base of
approximately one-third of all
restaurants. In the past year,
Hardee's opened 61 company-
owned restaurants and 227 fran-
chised restaurants, including 28
Burger Chef restaurants that
converted to the Hardee's for-
mat. Hardee's expects to open
28 company-owned and 250
franchised restaurants in fiscal
1986.

Hardee's historical growth in the
highly competitive fast-food
industry has been the result of a
disciplined yet flexible approach
to management, as well as a
continual monitoring and aware-
ness of changes in consumer
preferences and competitive
trends. Hardee's has always
been committed to aggressive
growth, increased market share

10

and greater sales volumes. Timely
oroduct development and ef-
fective marketing, together with
an increase In two-income house-
holds and an increase in dis-
posable income as a resuit of
lower inflation, make prospects
for fiscal 1986 very attractive.

During fiscal 1985, Hardee's
used both network and local
television extensively, promoting
a new theme, “It's All Here At
Hardee's” Special advertising
emphasis was given to Hardee's
biscuit breakfast programme,
with a network campaign remind-
ing customers that Hardee's is
Number One in Breakfast Biscuit
sales, the fastest growing break-
fast item in the industry. The
introduction of new “Canadian
Sunrise” biscuits and “Cinnamon
‘N" Raisin” biscuits has also
added strength to the overall
breakfast product line.

Hardee's menu variety and con-
sistently strong performance in
breakfast sales were the main
contributors to a 4% growth in
average unit volumes in fiscal
1985 to US $802,000 per
restaurant.

The fast-food industry during

the past year was buffeted by an
unusually harsh winter. There
was also intense competition for
the breakfast customer. Since
the introduction of breakfast in
its restaurants in the early ‘80s,
Hardee's has increased its market
share in this important segment.
In the markets in which it ope-
rates, it is now an important
factor in the fast food breakfast
segment. As a result of its strong
market position, Hardee's expe-
rienced increased competition
during fiscal 1985 in this seg-
ment. All competitors introduced
programmes of promotional
activity and new products into
the breakfast segment. Hardee's
will continue to focus its efforts
in fiscal 1986 on improving the
quality of its hamburger products
and on maintaining high levels of

service and cleaniiness in its res-
taurants. To this end, Hardee's
will be embarking on a signifi-
cant capital investment pro-
gramme in new cooking equip-
ment, research and development
efforts to improve hamburger
quality, and to raise the overall
quality of its product line.

Advertising and promotion

An especially successful Christ-
mas children’s promotion, in
conjunction with Coca-Cola*,
featured Walt Disney plush toys
partraying various characters in
the television cartoon feature, “A
Chnistmas Carol”. Forty percent
more of these Disney plush toys
were sold, with the purchase of a
sandwich and a Coke~, than had
been of the “Shirt Tales” plush
animal toys during the extremely
successful promotion of the pre-
vious Christmas. Hardee's is now
planning a major summer pro-
motion in fiscal 1986 featuring
the popular television cartoon
characters, “Alvin and the
Chipmunks”.

To further enhance its marketing
position, Hardee's will introduce
new packaging designs and
bright contemporary uniforms
for all restaurant employees in
fiscal 1986. Testing of several
product innovations will also be
completed by mid-year, with
plans calling for system-wide
roll-out of some of these by the
end of the current fiscal year.

After an extensive review involv-
ing several New York advertising
agencies, on March 15, 1985
Hardee’'s announced that Ogilvy
& Mather had been awarded the
company’s national advertising
account.

Ogilvy & Mather, the fourth
largest advertising agency in the
world, is a full-service interna-
tional agency with 167 offices in
85 cities in 39 countries, includ-
ing associate agencies. The
agency's work for more than
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1,800 client companies includes
the preparation of general
advertising, direct response
advertising, sales promotion,
public relations and media
buying operations.

Hardee’'s has every confidence
that this association will build a
strong image and long term posi-
tioning for the company.

Fast Food Merchandisers

Fast Food Merchandisers, the
manufacturing and distribution
subsidiary of Imasco USA, and
Its second largest division,
opened a new 190,000 square-
foot manufacturing facility in
Monterey, Tennessee in June
1984. Although initially expe-
riencing higher start-up costs
than anticipated, this facility is
now fully on stream and profit-
able. This processing plant
employs state-of-the-art tech-
nology and processes a variety
of beef and poultry products for
both Hardee's restaurants and
Gol-Pak, Fast Food Merchandis-
ers’ private label sales organiza-
tion. The new facility, along with
the manufacturing plants in
Forest City and Rocky Mount,
North Carolina, supplies 78% of
the products needed for Hardee's
menu.

During fiscal 1985, Fast Food
Merchandisers closed its meat
processing facility in Oneida,
New York and divided the prod-
uction from that plant among its
three other modern facilities.

Fast Food Merchandisers also
operates nine distribution centres
which are strategically located to
serve all of Hardee's company-
owned and franchised units in
the United States. With its own
fleet of refrigerated trucks, Fast
Food Merchandisers meets a
demanding schedule of regular
restaurant deliveries to guar-
antee that all products served

at Hardee’'s are in optimum
condition.
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Grisanti

Imasco USA acquired Grisanti,
Inc. of Louisville, Kentucky in
November 1984. Grisanti operates
two nationally recognized restau-
rants, Casa Grisanti and Sixth
Avenue. The company has also
developed the Mamma Grisanti
family restaurants which serve
mid-priced, high-guality Italian
meals. The Grisanti organization
wiil introduce a prototype unit for
development in fiscal 1986. Cur-
rent plans are for the systematic
expansion of this concept in
major U.S. markets.

Hardee’'s and Peoples

Peoples Drug Stores Is the
newest partner in Hardee's unit
development. Operating as a
Hardee's franchisee, Peoples has
converted portions of two of its
stores into Hardee's restaurants.
These two units are located in
the Washington, DC area. Initial
operating results are most
encouraging. Several more such
conversions are planned.

Imasco USA and all of its operat-
ing divisions continue their
commitment to excellence. This
excellence will result in recogni-
tion by the consumer of Hardee's
as the preeminent fast-service,
family restaurant in the U.S. Such
recognition wiil in turn allow the
company to achieve its long term
strategic goal of sustained
average unit volume growth and
restaurant development pro-
grammes to enable it to meet the
competitive challenges.






ector oversees 3 Walt Disney-designed stuffed toys delight
r poung hamburger d children during Hardee s Christmas pro-
t plant motion

puter specialists conter in Rocky

ter ot all ma ement infoarma-

e-througn
Hargee s







System-wide sales

@

-

¥

Operating samings

20
18
i0
5
0 1981 1982

Shoppers Drug Mart, Canada’s
largest drug store group, conti-
nued to build on corporate and
consumer programmes estab-
lished in prior years, resulting in

a strong performance by fiscal
vear end. New programmes were
initiated during the year to com-
plement and reinforce existing
marketing and productivity goals.

At year end, there were 377
Shoppers Drug Mart stores across
Canada, 37 Pharmaprix stores in
the Province of Quebec, 31
Shoppers Drug Mart stores in the
State of Florida and two Howie's
off-price stores in Toronto.

System-wide retail sales were
31.5 billion which, on a compa-
rable store basis, represent an
increase over the prior year of
11%. Average retail saies per
store were $3.3 million and sales
per square foot continued to rise,
topping $542. Both these latter
statistics exceed by far the North
American averages for drug
stores. Operating earnings were
$38.3 miilion, up 17% from 1984,
reflecting the resuits of improve-
ments in productivity of space
utilization, marketing, inventory
management and human
resources.

Consumer-driven cuiture

Among management activities
initiated this year that will have
a long term, beneficial effect on
the division's performance is

a gradual shift of focus toward a
market-driven philosophy in
retailing, as opposed to an
emphasis primarily on merchan-
dising and sales.

The restructured marketing
department is directed to de-
termining and filling consumers’
needs better than any retail orga-
nization in its field. Therefore, the
purchasing function is dictated

by what target/market consumers
wish to buy, rather than what
suppliers are anxious to sell. This
philosophy is permeating corpo-
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rate and regional offices, and

all stores. It i1s becoming a major
factor in the corporate culture
and marketing thrust of
Shoppers Drug Mart.

Shoppers Drug Mart is unique In
the drug store industry in North
America. Its stores are owner-
operated through a type of fran-
chise system that gives the
Pharmacist-Associate the flexi-
bility to meet local competitive
pressures and market demands,
and at the same time to take
advantage of the administrative,
management, marketing and train-
ing services avalilable from the
corporate centre. During the
almost 25 years’ history of
Shoppers Drug Mart, the Asso-
ciate system has heiped the
company to withstand keen
competition, harsh economic
climates and periods of con-
sumer spending restraints.

New retail concepts

With the food and drug retailing
industry undergoing radical
changes at the present time, and
when new retail concepts are
being tested by most major
retailers, Shoppers Drug Mart is
ideally equipped to strengthen
its leadership position by cater-
ing to an important generation of
consumers in the 18 to 49 year
age group.

One such new retail concept
opened last year was “Howie's,
More than a Drug Store”, a deep
discount, large, free standing
store attracting shoppers who
are looking for expanded product
offerings, one-stop shopping and
exceptional vaiue. The product
mix of Howie's, in addition to tra-
ditional drug store items, includes
foods, pet supplies, hardware,
toys, household goods, specialty
items and much more.

The success of the Howie's expe-
riment has led to the develop-
ment of a second Howie's in
Toronto, two similar units, Phar-

maprix Carnaval, in Montreal,
and a combined drug and conve-
nience food store in Halifax
which opened near the end of
fiscal 1985.

Regional operations

Shoppers Drug Mart operates on
a regional basis roughly followinc
geographic lines, that is, Western
Canada, Ontario West, Ontario
East, Pharmaprix Québec, Atlanti
Canada and Southeast U.S.A.

In Western Canada, particularly
in the Edmonton area, competi-
tion Is being overcome by much
more aggressive marketing,
advertising and promotional
activities.

The major markets in Ontario
continue to thrive, with market
share increasing at a steady rate.
Regional heads in Ontario East
and West have instituted excitinc
sales and marketing programmes
which focus on productivity
measures to increase market
share.

Pharmaprix stores have under-
gone organizational changes in
the past year, with the result that
profitability improvements have
been made. A new type of Asso-
ciate system is being introduced
which promises to receive wide
acceptance. With the opening of
the two Pharmapnx Carnaval
stores, the first new store open-
ings in the Québec region since
1981, the pace of growth and
profitability should quicken in
fiscal 1986.

The Atlantic region continued to
lead all regions in increases in
sales, customer counts and aver-
age sale per customer. During
the year, six Good Neighbor Druc
Stores were acquired, further,
extending the services of Shop-
pers Drug Mart to consumers in
Atlantic Canada.

After a period of consolidation,
the Florida stores showed better
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day-to-day operating resuits.
Performance of the region should
improve at a faster rate because
the remaining core stores have
the best potential. One new store
was opened In Tallahassee.

Home heaith care and
institutions

To take advantage of the favour-
able reputation enjoyed by the
pharmaceutical services of the
business — prescriptions and
over-the-counter medications —
the division has strengthened its
position in the home health care
market and the nursing home/
hospital prescription business.
The fifth Home Health Care Cen-
tre was opened. and additional
contracts have been negotiated
with nursing home operators
for prescription services.

Corporate and generic
brands

The division's corporate brand
names, Life Brand and Shoppers
Drug Mart, have gained increased
recognition among consumers as
representing good quality and
value in unconditionally guar-
anteed products. Life Brand
vitamins are market leaders in
their category.

Red Saver/Econo-Rouge, the
division's generic products, con-
tinue to appeal to a large seg-
ment of the population that is
less brand conscious on every-
day, utility items and more inter-
ested in receiving price benefits.

Beauty care

During the year, the organization
of the Cosmetics Department at
the corporate level was changed
to reflect consumers’ perception
that there's more to looking good
than cosmetics. Therefore, the
product mix was adjusted to put
beauty aids (hair, bath and body
care products) under the super-
vision of the Cosmetics Depart-
ment which has been re-named
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the Beauty Care Department.
Expanded product lines also
include fashion pantyhose,
jewellery and cosmetic acces-
sories such as makeup bags,
brushes and utensils.

Heaith care

Similariy, the Pharmaceutical
Services Department has been
rearganized into the Health Care
Department which, in addition to
pharmacy/prescription services,
now encompasses over-the-
counter medications, home
health care services and the nurs-
ing home prescription business.

The trend toward government
reclassification of selected pre-
scription drugs as non-prescrip-
tion medications, along with a
growing number of older adults
who tend to seif-medicate, is
creating a significant role as
patient counsellors for the Phar-
macist-Associates of Shoppers
Drug Mart.

“Customers Are Really
Everything”

In line with the division’s market-
driven philosophy, its internal
operational theme, Customers
Are Really Everything (C.A.R.E.),
continued to dominate manage-
ment communications and moti-
vational activities throughout the
year. Store employees were
trained in treating the customer
as king.

Aspects of the C.A.R.E. pro-
gramme are evident in staff
courtesy and friendliness, check-
out efficiency and speed, store
housekeeping, in-stock product
availability and variety, and value-
oriented sales and promotions.

Consumer research

Shoppers Drug Mart is dedicated
to the concept of knowing the
wants and needs of the changing
consumer, most especially the
so-called Baby Boomers and

their parents. Both these seg-
ments play significant roles in
the continuing contribution that
Shoppers Drug Mart is able to
make to the health protection
and safety of the communities it
is privileged to serve.

To maintain and strengthen its
contribution as a member of the
health services team, Shoppers
Drug Mart engages in exhaustive
consumer opinion and behaviour
research in all major markets in
which it operates. By knowing
and filling the shopping needs of
all consumers, especially the 18
to 49 age group and senior citi-
zens, Shoppers Drug Mart is
assured of reinforcing its position
of dominance as the preferred
destination for drug store shop-
pers in Canada.

The future

Shoppers Drug Mart believes
that the future's only constant
factor will be change and is rea-
dy to cope with it. The Shoppers
Drug Mart division of Imasco
Limited is equipped to meet and
profit from every change. Retail
positioning will continue to be
the main thrust of the company.
Shoppers Drug Mart, Shoppers
Drug Mart Health Care Centre,
Howie's, and the combined
Shoppers Drug Mart and con-
venience food are all well
positioned to meet consumer
needs for the balance of this
decade.
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Peoples Drug Stores

Peoples Drug Stores, acaquired by
Imasco as of April 1,1984, con-
tinued 1ts progress by recording
the highest sales ana earnings

in 1ts 79-year history. Sales were
$1.4 billion, up 39% from its last
recorded fiscal year which ended
September 24, 1983. Operating
earnings were $55.3 million, up
54% against the same base.
Comparative store sales were up
9.1% and sales per square foot
averagea US $196.

Rea and Derick acquisition

Of major significance to future
growth was the purchase of the
134-store Rea and Derick drug
store chain from American
Stores of Salt Lake City, Utah.
Rea and Derick stores are located
primarily in the state of Pennsyi-
vania and have a sales volume In
excess of US $200 miilion.
These stores are remarkably
similar to Peoples in size, mer-
chandise composition and public
image, and form a logical geo-
graphic extension of the Peoples
chain. The purchase, along with
Peoples store openings during
fiscal 1985, increased the chain’s
size from 600 stores last year to
765 as of March 31,1985.

Peoples took operating control of
Rea and Derick in December
1984. In the past four months
Peoples has implemented a
variety of programmes designed
to Increase sales, Improve gross
profit, reduce expenses, stand-
ardize functions and generally
improve productivity resulting
from economies of scale.

Plans are underway to change all
of the Rea and Derick stores in
the south central sections of
Pennsylvania, as well as two in
northern Maryland, to the
Peoples name. A small number
of Peoples stores coexists with
Rea and Derick in these markets
and economies in advertising
efficiency should result. The
changeover to the Peoples trade
name and detailed merchandis-
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ing structure is expected to be
accomplished by midsummer.

Marketing strategy

Peoples overall marketing strate-
gy 1s based on market domi-
nance, and Peoples Is either first
or second in market share in
almost all of its markets, includ-
ing the six major metropolitan
markets in which Peoples oper-
ates about 50% of all its stores.
These major markets are
Washington, DC; Toledo, Ohio;
Harrisburg/York/Lancaster,
Pennsylvania; and Tidewater,
Norfoik, Newport News, Virginia
where Peoples holds the top
market share, and in Indianapo-
lis, Indiana, and Atlanta, Georgia,
where 1t holds the number two
share.

In addition to market leadership,
Peoples’ business strategy in-
cludes the emphasizing of health
care and convenience. It is the
health orientation which sets it
apart from most other U.S. drug
retailers. This also made the

Rea and Derick acquisition par-
ticularly desirable, since its
perception in its markets is also
highly health-care oriented.

Health care reputation

Peoples not only dispenses pre-
scriptions but provides other
heaith-care services, profession-
al advice and information.
Advertising strategies include
providing customers with con-
sumer product information on
prescription drugs and various
health information pamphlets,
often prepared in conjunction
with U.S. Government agencies
dedicated to health, welfare or
education. All of this activity is
presented to the public with
emphasis on the Peopies’ phar-
macist as a community health
care resource.

This community health image is
reinforced by other related
Peoples retail activities. These

include the operation of “"Home
Health Care Centers”, retail units
providing durable medical equip-
ment and hospital-type supplies
for sale or for rent. These Centers
are positioned to capitalize on a
trend to shortened hospital stays
and improvement in the quality
of home convalescence. Peoples
now operates Home Health Care
Centers in three markets, metro-
politan Washington; Richmond,
Virginia; and Norfolk, Virginia,
and plans to expand to additional
markets during the coming year.

The professional health care
image is given additional stature
by Peoples’ operation of a total
of 56 Optical Centers in its major
markets. These Optical Centers,
some of which are located in
Peoples Drug Stores, and others
which are free-standing, dispense
prescription eyeglasses with a
wide range of designer-frame
choices. They are serviced by
two Peoples optical laboratories
in Alexandria, Virginia, and
Atlanta, Georgia.

Convenience

Peopies stores are designed
for ease of access, nearness of
parking, simplicity and logic of
merchandise adjacencies, and
for quickness of day-to-day
necessity shopping.

In addition to convenience of
location, a factor of its market
leadership concept, Peoples
aims for convenience in many
other aspects of consumer per-
ception. In addition to its main
business of prescriptions and
proprietary drugs, Peoples offers
film, greeting cards, cosmetics,
toiletries, basic food items, home
and office supplies, vitamins,
nutritional products, day-to-day
needs in housewares, hardware
and automotive supplies, and a
wide range of seasonal needs.
These span the buying peaks
from St. Valentine's Day eariy in
the year, with its candy and
greeting cards, to Christmas with
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its tree timmings, outdoor
decorations, gift wrap and other
ornaments and novelties of the
season.

Operations policy

Operationally, Peoples is divided
into six major groups. The larg-
est, with over 350 stores, is the
Peoples Mid-Atlantic Division
headquartered in Alexandria, Vir-
ginia, which operates stores from
south central Pennsylvania along
the Atlantic coast as far as east-
ern North Carolina. The other
drug store operational groups
range from 80 to 120 stores each
and include the Reed Division,
headquartered in Atlanta, Geor-
gia, which operates stores under
the name of Reed Drug in and
around Atlanta and Lee Drug in
and around Columbus, Georgia;
the Lane Drug Division, operating
primarily as Lane in the greater
Toledo, Ohio, market and small
communities in northwestern
Ohio as well as under the Peoples
Drug name in eastern Ohio
around Canton.

Peoples Mid-West Division is
headquartered in Indianapolis,
Indiana, with operations in
Indiana, Kentucky, lllinois and
lowa, predominately in the metro-
politan markets of Indianapolis
and Evansville, Indiana and the
Quad Cities of Davenport, Rock
Island, Moline and Bettendorf on
the Mississippi River between
Illinois and lowa. The new Rea
and Derick Division is head-
quartered in Northumberiand,
Pennsylvania, with operations in
many small towns in central
Pennsylvania and Wilkes Barre/
Scranton, and Allentown/
Bethlehem/Easton in eastern
Pennsylvania.

A sixth operational group,
“Health Mart”, is headquartered
at Uniontown in western Penn-
sylvania and consists of 32
stores, smaller than Peoples Drug
Stores, and located principally in
downtown business areas. These
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Health Marts engage primariiy in
the sale of discounted health and
beauty aids and some general
merchandise and, with four
exceptions, do not contain
pharmacies.

Inventory management
system

During the year Peoples further
advanced i1ts implementation of
AIMS, “Advanced Inventory
Management System”, which is
designed to create new efficien-
cies in buying and selling and in
particular to the turnover of
inventary. This system automates
and simplifies many of the time-
consuming manual buying and
promotional functions, including
the monitoring of product move-
ment performance, cooperative
advertising moneys and histori-
cal seasonal movement patterns.
AIMS now provides Peoples’
buyers with computer-assisted
rebuying as well as much new
information on service levels and
vendor performance.

Fredericksburg distribution
centre

Peoples’ newest distribution cen-
tre, located in Fredericksburg,
Virginia, is planned to be opera-
tional by the end of calendar
1985. Construction on the buiid-
ing shell of this unit has been
completed and interior finishing
and equipment installation are in
progress.

The distribution centre has
350,000 square feet of storage
on a main floor with 40 feet of
stack height, as weill as 150,000
square feet of mezzanine. It has
24 receiving doors and 36 ship-
ping doors and its own rail siding
with seven rail doors. Shortly to
be installed is the latest in auto-
mated sortation systems, capable
of sorting over 200 cases a
minute. The new centre gives
marked expansion capabilities to
Peoples Mid-Atlantic Division
and replaces two Peoples distri-

bution centres. The distribution
system wiil be under computer
control.

Specialty retailing
experiments

Peoples is also conducting
various experiments in specialty
retailing, including card and gift
shops, deep discount drug stores
and fast food adjuncts.

Two card and gift shops, under
the name Smiles, were launched
in Ohio in 1983. Two more were
aopened in fiscal '85.

Peoples’ first experimental deep
discount unit was opened in
November 1984 in Greenbelt,
Maryland, under the name
“BUD’S”. BUD'S is based on the
mass merchandising of high
volume health and beauty prod-
ucts as well as some items that
are more familiar to supermar-
kets. This high volume price-
emphasis business is backed up
by a price-oriented pharmacy.
BUD'S is a totally self-contained
operation with its own buying
staff and an optical scanning
checkout system. An additional
number of experimental BUD'S
stores with some variations in
operational system are planned
for other markets during this
coming year.

As a unique example of coopera-
tive enterprise, Peoples opened
its first Hardee's franchise in the
Washington area in February ‘85,
close to the University of Mary-
land. After two months of opera-
tions, sales are remarkably strong
A second Peoples-operated
Hardee's franchise was opened
in March 1985 in Washington's
Virginia suburbs. This innovation
provides Hardee's with an oppor-
tunity to substantially increase
their market share in Washington
and provides Peoples with a high
profit potential alternative to
some of the older soda fountain
units where sales and profit
performance have been static.






1 One
cquired by Peoples is this unitin the
usaquenanna Valley Mall, Selinsgrove,
I -3nnswvan|a.

2 peoples Drug Stores operates 56 Optical
Centres in I1S Major markets.

3 peoples Home Health Care Centers provide
ale, rental, delivery and set up cf durable
meaical equipment.

management meeting: Robert M. Arens-
mevyer, Sheldon W. Fantle. Chairman,
President, Chief Executive Officer, Nicholas
Simon, Jeffray M. Fantie, Davia H. Eisen-
berg, Joseph A. Pollard.

Aenal view of completed exterior of
Peopies new Fredericksburg, Virgimia,
distribution center.

Vrug and

Hardee's with local civic officials at ribban-

cutting opening the first Peoples-operated
Hardee's francnise in College Park,
Maryland.







Restaurants, Drug Stores
and other retail locations

1araee s rooa Systems

Hardee's Food Systems operates

and licenses a system of 2,358

fast food restaurants in 40 states e
in the U.S. and in ten foreign - =
countries, in the Middle East,

Central America and the Orient.

Shoppers Drug Mart/
Pharmaprix

Shoppers Drug Mart (Pharma-
prnix in Quebec) licenses and
operates 447 pharmacies in all
Canaaian provinces and the
Yukon. Shoppers specializes

in prescription drugs, over-the-
counter medications, health
and beauty aids and cosmetics.

Peoples Drug Stores

Peoples Drug operates a chain
of 765 drug stores in 14 states
and 1n Washington, DC special-
izing in prescriptions, health
care, and a broad range of day-
to-day consumer products.

The UCS Group

UCS operates 455 retail tobacco
and gift shops in all Canadian
provinces and in the Yukon.
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Other operations

The UCS Group

The UCS Group is Canada’s lead-
ing tobacconist and the largest
retailer of non-food convenience
items such as cigarettes, news-
papers and magazines, china and
giftware, confectionery and
snack items. During this past
year, the company opened 17
units and closed or sold 19 stores
which include the divestiture of
the six Cavalier China and Gift
Shops in Calgary.

Two retail divisions, Speciaity
and Convenience, were merged
into one, thereby effecting signif-
icant operating efficiencies. At
year end, there were 158 Smoke
Shop departments in Woolco or
FW. Woolworth stores across
Canada, 164 convenience item
stores in shopping centres and
other high traffic locations, 38
Den for Men/Au Masculin stores
and 95 stores in airport terminals
and hoteis, for a total of 455
retail locations. The company
plans to open 22 new locations
in the caming year, while pos-
sibly disposing of a few older
stores that have become unprof-
itable.

The care business of The UCS
Group is tobacco-related. Its
small, conveniently located out-
lets give consumers an oppor-
tunity to make purchases without
going out of their way. Tobacco
products account for a large per-
centage of sales, although the
merchandise mix is changing as
new products include more non-
tobacco items.

Over the past few years, manage-
ment's efforts to improve overall
productivity have resulted in a
consumer-conscious, efficient
operation that places great
emphasis on developing the
company’s human resources at
all levels. A large majority of the
2,400 employees across Canada
has been exposed to in-house
training programmes and other
incentives for career enrichment.
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Imasco Resources

Canada Northwest Energy
Limited, a Calgary-based public
company engaged in oil and

gas exploration and production
in Canada, the United States,
Europe and Australia is Imasco
Resources’ principal investment.
Imasco holds 2,010,960 com-
mon shares, or 12.2%, and

$8 miiliort of 61/2% convertible
preferred shares. The book value
of the investment as at March 31,
1985 was $16.6 million.

In September 1982, Imasco
entered into a partnership agree-
ment with Flame Qil & Gas Ltd., a
Calgary-based private company,
under which Imasco committed
approximately $5 miilion to an oil
and gas exploration programme.
The majority of funds in this
partnership has been invested in
Canadian exploration with the
balance invested in the United
States.

In October 1983, Imasco entered
into a second partnership agree-
ment with Flame Oil & Gas. Pur-
suant to this second agreement
Imasco has to date committed
$10 million in oil and gas explora-
tion in western Canada. Early
indications from this programme
are encouraging.

Several major issues confront the
oil and gas industry, particularly
in Canada. Worid oil prices and
the effects of the recently revised
Canadian energy policy are but
two of these issues. Imasco
Resources is following develop-
ments in this area closely.
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Involvement in the
Community

These are reportedly difficult
times for charitable and benevo-
lent organizations. High unem-
ployment has snrunk the base of
wage and salary earners who are
counted upon to contribute to
community funas. High govern-
ment deficits have tightened

the strings on the public purse
that previously was open to
many penevolient causes. As a
result, there 1s more pressure
than ever on corporations to sup-
port eleemosynary activities.
There are some 50,000 regis-
tered charitable organizations in
Canada. Some of these are small
and were established to achieve
a short term end and then dis-
solve. Others are the size of large
ZOrporations and a major pres-
2nce I1n their communities and
require continuing support.

Corporate Donations
Committee

Virtually all requests for financial
assistance addressed to the
Corporation are referred to the
Corporate Donations Committee.
This Committee was established
by the Board in 1969 and con-
sists of seven members drawn
from all divisions in Canada. The
Committee operates under
guidelines and a policy approved
by the Board of Directors and its
budget 1s reviewed and approved
annually by the Board. Contribu-
tions over a certain amount are
individually considered by the
Board.

Grants are made for public wel-
fare, aid to the disadvantaged,
public health, education, cultural,
recreational and youth activities.
If the Committee discovers that
some communities are not being
represented in the donations
programme, it may seek out
worthy causes to support in such
areas.

In fiscal 1985, the Donations
Committee considered 675 re-
quests for assistance and contri-
buted to 364 organizations. Total

corporate donations in Canada
were $1.7 million. In addition
moneys pledged to campaigns
extending over several years
amounted to another $1.7
million.

The Committee also recom-
mends grants in special circum-
stances. such as those special
“Years” named by the United
Nations to call attention to some
particularly needy or neglected
group. For example, in 1981
Imasco established a fund of
5100,000 to aid disabled stu-
dents in response to the United
Nations declaration of the Inter-
national Year of the Disabled.
Another $50,000 was added to
the Imasco Scholarsnip Fund for
Disabled Students in 1982,
Since 1ts inception the fund has
awarded 27 scholarships to 18
students.

Sponsorships

Corporate sponsorships of sports
events and the arts in Canada
provide an essential level of sup-
port to these activities. Through
this support many fledgling per-
formers are given the help and
encouragement without which
they might never reach their
goals of professionalism and
artistic excellence.

Impenal Tobacco has a long his-
tory of providing this kind of sup-
port. Grand Prix motor car racing
and World Cup skiing competi-
tion were brought to Canada by
Player's and du Maurier. The
Canadian Open Golf Champion-
ship, now supported by du Mau-
rier, has been a major, world
class event since Imperial spon-
sored it in 1971. Imperial Tobacco
also put Canada on the interna-
tional circuit for tennis with the
inauguration of the Player's Inter-
national in 1979. The caiendar

of golf, tennis and equestrian
events continues this year begin-
ning with, in golf, the Canadian
Open July 1-7, at the Glen Abbey
Golf Club, Oakville, Ontario. This
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will be followed by the du Mau-
rier Classic for women golfers,
July 22-28, at Beaconsfield Golf
Club, Pointe-Claire, Quebec. The
du Maurier Champions for senior
golfers will be held August 13-18
at the Vancouver Golf Club,
Coquitlam, British Columbia.
Tennis events begin with the
Player's Challenge for women,
August 3-11 at the National Ten-
nis Centre, Toronto. The Player's
International for men will take
place August 10-18, at Jarry
Tennis Stadium. The du Maurier
International “Masters” eques-
trian competition will be held
again this year at Spruce Mea-
dows, Calgary, September 14-15.

The du Maurier Council

The du Maurier Council for the
Performing Arts, established in
1970, has distributed over $4
miilion to performing arts groups
across Canada. Grants were
made to organizations involved
in theatre, dance and music. In
addition the Councii sponsored
for seven years the Search for
Stars programme in association
with the Canadian Broadcasting
Corporation. During these years
the Council made grants totalling
$560,000 to 240 young per-
formers and groups and, perhaps
more importantly, provided
opportunities for aspiring young
performers to appear on a na-
tional television network.

Shoppers Drug Mart

Other companies in the Imasco
group also participate in com-
munity activities in their own
particular ways. Shoppers Drug
Mart in Canada supports youth
amateur sports at the community
level. Some 1200 neighbourhood
teams in hockey, baseball and
soccer are assisted by their local
Shoppers Drug Mart stores. This
support is reinforced at the cor-
porate level by special events,
regional and national tourna-
ments and sparts schools.
Shoppers Drug Mart also sup-

ports Canada’s Olympic athletes
and enjoyed “official supplier”
status for the 1984 Summer
Olympics in Los Angeles.

Imasco USA

Imasco USA, in fiscal 1985, con-
tributed over US $200,000 to
civic, educational and cultural
causes and has pledges out-
standing for over US $100,000.
The company also continued its
long time support of the Special
Olympic Programme for the
handicapped including support
for the International Speciai
Olympic Games in Salt Lake City,
Utah.

Hardee's Food Systems conti-
nued its support of numerous
regional and local charities in the
communities in which it operates.

Peoples Drug Stores

Peoples Drug Stores contributed
over US $340,000 to charitable
causes and has pledged some
US $330,000. Peoples also con-
tributed merchandise and serv-
ices to the value of US $53,000.

Political contributions

The Corporation has a long-
standing poiicy of support for the
democratic political process in
Canada. Accordingly, in fiscal
1985, Imasco contributed
$100,000 to the support of
recognized federal and provincial
political parties and causes
which stand for democratic
government and a strong private
business sector.

Employee participation

The Corporation encourages
employees to participate in com-
munity activities, whether it be
through charitable work or poli-
tical involvement. Where possible
the Corporation has favoured
donations to organizations in
which employees are personaily
involved.
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Imasco Limited

Management’s Responsibility for Consolidated Financial Statements

The accompanying consolidated financial statements of imasco Limited and its subsidiaries and all
information in the annual report are the responsibility of management and have been approved by the
Board of Directors. The financial statements necessarily include some amounts that are based

on management’s best estimates and judgments.

The financial statements have been prepared by management in accordance with accounting principles
generaily accepted in Canada. Financial and operating data used elsewhere in the annual report are-
consistent with those contained in the financial statements.

Management of Imasco and its subsidiaries in fulfilling its responsibilities has developed and maintains
a system of internal accounting controls designed to provide reasonable assurance that assets are safe-
guarded from loss or unauthorized use and that the financial records are reliable for preparing the
financial statements.

The Board of Directors carries out its responsibility for the financial statements in this annual report
principally through its Audit Committee, consisting solely of outside directors. The Audit Committee
meets periodically with management as well as with the internal and external auditors to discuss the
results of audit examinations with respect to the adequacy of internal accounting controls and to review
and discuss financial reporting matters. The shareholders’ auditors have full access to the Audit Com-
mittee, with and without management being present.

These financial statements have been examined by the shareholders’ auditors, Deloitte Haskins & Sells,
Chartered Accountants, and their report is presented below.

R T PP

L. Edmond Ricard
President and Chief Operating Officer

Yo

Daniel E. Somers
Vice-President, Chief Financial Officer and Corporate Comptroller

Auditors’ Report

To the Shareholders
of Imasco Limited

We have examined the consolidated balance sheet of Imasco Limited as at March 31, 1985 and the
consolidated statements of earnings, retained earnings and changes in financial position for the year
then ended. Our examination was made in accordance with generally accepted auditing standarnds; and
accordingly included such tests and other procedures as we considered necessary in the circumstances.

In our opinion, these consolidated financial statements present fairly the financial position of the Cor-
poration as at March 31, 1985 and the results of its operations and the changes in its financial position
for the year then ended in accordance with generally accepted accounting principies applied on a basis
consistent with that of the preceding year.

Deloitte Haskins & Sells
Chartered Accountants
Montréal, Canada

May 7,1985
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Summary of Accounting Policies~

Basis of consolidation

Foreign exchange

Inventories

Investments and receivables

Fixed assets

Deferred charges

‘Fi nancmg axpense-—temrof theissue to which they relate= = =

The consolidated financial statements have been prepared in accordance with accoummg ;
generally accepted in Canada and reflect the following policies: 1

The consolidated financial statements include the accounts of all subsidiaries. Acquisitionsa
ed for as purchases and the results of operations of acquired businesses are included from
effective dates of acquisition. Goodwill and related costs arising from acquisitions of subsid
capitalized and amo:ﬁzed ona. strarght—lma basis, over their estimated useful lives not exce
40 years: g

The assets and liabilities of the Canadian operations denominated in foreign currencies are
the exchange rate in effect at the balance sheet date. Currency gains and losses are reflec
eamnings for the year. Unrealized foreign currency gains and losses on long term monetarg
liabilities are deferred and amortized to earnings over the remaining lives of the related
straight-line basis. 5
Unrealized foreign currency gains and losses on long term monetary liabilities ef‘fect:vely :
investments in foreign controlled operations are included in a separate component of sha
equity. b
The assets and liabilities denominated in a foreign currency of self-sustaining foreign opere
translated at exchange rates in effect at the balance sheet date. Revenue and expense items are

mulated in a separate component of shareholders’ equity.

Inventories are valued at the Iower of cost and net realizable value. Cost is determined s
as follows:
Tobacco: average cost
Drug Store - Peoples Drug Stores: first-in, first-out

- Shoppers Drug Mart: retaﬂ mventory method
Restaurant: first-in, first-out -~ - ¢
Other - retail stores: retail |nventory method

Investments and recewables are 3né;hl:n.'wn at cost.. o
ik .

Fixed assets are accounted for at cost. Deprecnatlon is mlcuiated on the straight-line basisgves
estimated useful lives of the assets. The estimated useful lives of the principal classes of agsets’
from 14 to 40 years for buildings and from five to 20 years for equipment. py e
Leasehold improvements are amortized on a straight-line basss over the lesser of the astlmatad ﬁ;,
lives of the assets or the term-of the respective lease:-- .- -
Leaseswhncht'ansfatsa.lbstarmaﬂvall of the benefits and nsks of ownership to the C ¢
accounted iorasmpmwmm as lfﬂleCorpa'atron had acquired t
; Leasedproperty’

Deferred chargos arestated at amortization accumulated on a straight-line b
The amortization periods for the principal-elements of deferred charges are:

Drug Marﬁaﬂ\m&m nommencmg int ' =

IS ,_-_

Restaurant, other drug stora and retaul store openmg costs -ﬁrst year of operation;
Restaurant and retail leases acquired — term of the lease;
Other deferred charges - one to 20 years.

o B ﬁa}z’_ SEleesm







Imasco Limited
For the year ended March 31, 1985 esen -

Consolidated Statement of Earnings

Revenues
Sales and excise taxes

Operating costs

Operating earnings
Corporate expenses
Interest— net

Earnings before income taxes
Income taxes

Earnings before extraordinary item
Extraordinary item

Net earnings

Earnings per common share, after giving retroactive effect
to the 2:1 common share split on March 22, 1985
Before extraordinary item
basic
fully diluted
After extraordinary item
basic
fully diluted

Consolidated Statement of Retained Earnings:

Retained earnings, beginning of year
Net earnings
Dividends

Retained earnings, end of year
The accompanying accounting policies and notes are an integral part of the consolidated financial statements.
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imasco umitea
March 31,1985 e

Consolidated Balance Sheet 1985 1984-
Thousands of dollars
Current assets Cash and term deposits 270,741 224321
Accounts and notes receivable 282,750 143,756
Inventories 909,704 - 534,261
Prepaid expenses 16,603 -15,025.
Total current assets 1,479,798 917,363
Current liabilities Bank and other short term loans 334,932 192568+«
Accounts payable and accrued liabilities 368,239+ 2247779
Income, excise and other taxes 50,541: 69,546 -
Current portion of long term debt and capital leases 17,882: - 10,884:
Total current liabilities 771,594 497,777
Working capital 708,204- 419,586
Other assets Investment in Peoples Drug Stores, Incorporated - 363,202 -
Investments and receivables 96,087 107,213
Fixed assets 867,618" 552,045
Deferred charges 48,301 21,740
Goodwill 249,768 68,334
Total other assets 1,261,774 1,112,534 -
Excess of assets over current liabilities 1,969,978 - 1,532,120
Other iiabilities LOﬂg term debt sw.ws e m'470
Long term obligations under capital leases 30,544~ 28,552
Deferred income taxes 53,645- 35,077
Total other liabilities 644,197 544.099 -
Excess of assets over liabilities 1,325,781~ 988,021
Sharehoiders’ equity Capital stock ‘ 453,445, 296,482
Unrealized gain on foreign currency translation 27,834 = 13,724
Retained eamings 844,602:. 7677815

Total shareholders' equity 1,325,78%1--. ..988,021
The accompanying accounting policies and notes are an integral part of the consolidated financial statements. TR

Approved by the Board

|
/ G d_ Cla ™

Paul Pare, Director

Vo

Peter Kilburn, Director
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Imasco Limited
For the year ended March 31,1985

Consolidated Statement of Changes in Financial Position

Operating activities Earnings before extraordinary item
Items not affecting working capital

Working capital provided from operations
Increase in non-cash operating working capital
Deferred charges

Unrealized foreign exchange gains

Total cash from operating activities

Financing activities Issue of common shares

Issue of long term debt

Repayment of long term debt

Dividends paid

Payments under capital leases

Treasury shares issued in excess of (less than)
common shares purchased for cancellation

Redemption of preference shares

Total cash from financing activities 128,139 186,796
nvesting activities Business acquisitions (173, 735) . (363:202)

Extraordinary item — proceeds from sale of business operations 710,755

Purchases of fixed assets (202,0781 E ,04,074)

Proceeds from disposal of fixed assets 28,3507 395

Disposal of investments and receivables collected 28,824 . 1 649

Increase in investments and receivables (13,033} . mﬂd. B882)

Total cash used for investing activities (331‘,,572F§,1356.359}
Cash and cash equivalents Increase (decrease) for year '

Beginning of year

End of year

The accompanying accounting policies and notes are an integral part of the consolidated financial statements.
The Corporation has adopted the cash basis presentation of the consolidated statement of changes in financial position. Th

prese
the prior year figures has been changed to conform with that of the current year. Cash and cash equivalents include cash and term apoms.
net of bank and other short term loans. i
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Imasco Limited
For the year ended March 31,1985~
All tabuiar figures are in thousands of dollars

Notes to the Consolidated Financial Statements

1. Significant events

convertible subordinated debentures of Peoples Drug Stores, Incorporated and subsidiaries
cash consideration of $398,387,000. The accounts of Peoples Drug Stores, lnccrporamd
consolidated as of April 1,1984. :

Details of the Peoples Drug Stores acquisition are as follows:

Cash and cash equivalents (14,335)
Non-cash working capital 115,088
Fixed assets 143,431
Other assets 22,016
266,200
Non-current liabilities 10,064
Net assets acquired 256,136
Goodwill 142,251
Total consideration in cash 398,387
Consideration reported as at March 31,1984 363,202
Additional cash consideration paid
in fiscai 1985 35,185

As at December 1, 1984, the Corporation acquired through its wholly owned subsidiary; Pwphs f_ 5
Stores, Incorporated all of the outstanding shares of Rea and Derick, Inc., a U.S. drug smdnmwr
total cash consideration of $114,200,000. The accounts of Rea and Derick, Inc. have beeneonsollda‘hadﬂ
as of December 1,1984.

Details of the Rea and Derick acquisition are as follows:

Cash and cash equivalents (742)
Non-cash working capital 32,415
Fixed assets 46,908
Other assets 1,943

80,524
Non-current liabilities 2,548
Net assets acquired 77,976
Goodwill 36,224
Total consideration in cash 114,200

In addition, the Restaurant segment acquired a busmess in ﬁscal 1985 fora total :

2. Interest expense — net

"~ Gain on securities transactions-

MA213000 s gos o e . e merase s
interest on Iong term debt :
Interest on capital leases-

Other interest expense {income}— netw
Income from other i investments.__,

Interest on promissory notes classified as term loans (Note 6} is included in other.i

3. Effective income tax rate

The effective income tax rate differs from the aggregate statutorwncome tax rate in
The principal factors causing this difference are as follows=

Combined basic federal and provincial income tax rate
Income tax allowances:
manufacturing and processing
lnventory allowance
investment tax credits
Foreign income taxed at Iower rates.
Otheritems-- = - - e e i B RS 1 TR

Effective income tax rate







Imasco Limited

For the year ended March 31, 1985~
All tabular figures are in thousands of dollars

Notes to the Consolidated Financial Statements 1985 1984

4. Investments and receivables

Canada Northwest Energy Limited:
Common shares (approximate market value: 1985 -$50,023,000;

1984 - $69,400,000) 8,632 8,632

61/2% preference shares 8,000 8,000
Scientific research contract amortized against guaranteed royalty

income to be received through 1987 6,291 10,444
BAC Cosmetiques Inc. (a related company) variable rate second

preference shares - 20,000
Notes receivable 56,228 51,410
Other investments and receivables 16,936 8,727

96,087 107,213

Notes receivable include $24,624,000 (1984 -526,203,000) due from drug store associates
which are non-interest bearing with no fixed maturity.

5. Fixed assets Land 90,257 64,815
Buildings 254,709 175,835
Equipment 542,574 370,487
Leasehold improvements 314,214 195,258

1,201,754 806,395

Accumulated depreciation and amortization 353,340 272,438
848414 533,957

Leased property under capital leases 41,610 37,765
Accumulated amortization 22,406 19,677
19,204 18,088

Net fixed assets 867,618 552,045

6. Long term debt Debentures — 15 2% due January 1989* 68,180 63,805

Sinking fund debentures
8142% Series A due March 1991 20,300 21,350
10748% Series B due August 1995 21,000 21,900
104% Series C due October 1990°* 15,690 17,865
9% due July 1992 5,186 5,186
62,176 66,301
Notes payable
10%4% payable in annual instalments to September 1994° 54,544 51,044
9%4% payable in annual instaiments to October 1993* 12,272 12,761
66,816 63,805
Term loans® . 2 : A 325,991. 267,119
Other long term obllgatlons 54,898 32,636
578,061 493, 666
Less: g
Sinking fund debentures held in treasury (2,718) ~ _(4 546}
Payments due within one year (15,335) 7(8,650)

560,008 480,470

“All or partly payable in US dollars. The aggregate principal amount of long term debt payable in us
dollars at March 31,1985 was $517,714,000 (US $384,015,000) and at March 31, 1984 was
$441,067,000 (US $346,164,000). '
Required principal payments and sinking fund provisions during the next five years, excluding ten'n
loans, are: 1986, $15,335,000; 1987, $18,856,000; 1988, $17,450,000; 1989, $89,519,000; 1990,
$11,360,000. The net book value of properties securing mortgage and other debt obligations at

March 31,1985 was approximately $41,553,000 (March 31,1984, $25,800,000).

Term loans consist of unsecured promissory notes maturing within one year and are supported by non-
cancellable bank term credit facilities of $436,352,000 to 1994. Promissory notes outstanding at
March 31, 1985 amounted to $660,923,000 with an average rate of interest of 9.2% (1984 — 9.9%) and
have been classified as short termrloans—$334,932,000, and long term loans - $325,991,000 .~ -
(March 31,1984 $192,568,000 and $267,119,000 respectively) based on repayments expected within
the year.
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Iimasco Limited

For the year ended March 3T, 1985
All tabular figures are in thousands of dollars

Notes to the Consolidated Financial Statements 1985 1984

7. Capital lease commitments

The Corporation has commitments with respect to property in the Restaurant and Drug Store segments
recorded under capital leases expiring on various dates through the year 2004.
The minimum annual commitments under such leases are approximately as follows:

1986 7,332
1987 7.180
1988 6,873
1989 6,643
1990 6,299
1991 and thereafter 25,351
Total minimum commitments 59,678
Less:
Imputed interest at 11.9% 26,587
Payments due within one year 2,547
Long term obligations under
capital leases 30,544
8. Capital stock Authorized:

a) 1,650,000 6% cumulative preference shares.
b) An unlimited number of first and second preference shares, issuable in series.
c) 120,000,000 common shares.

Issued and outstanding:

(after giving retroactive effect to the two-for-one common share split of March 22, 1985).

1,191,888 6% preference shares 5,800 5,800
108,898,364 common shares (1984 —102,108,696) 447 645 290,682

453,445 296,482

Weighted average numbers of shares outstanding used in the determination of earnings per
common share are:

1985 1984
Basic 104,095,256 91,799,680
Fully diluted 104,095,256 102,108,740

During the year 6,800,000 common shares were issued to Batus Investments Inc. (a related company)
for a total cash consideration of $157,250,000 ($23.125 per share) and 157,534 common shares were
issued in payment of quarterly dividends under the Shareholders' Stock Dividend Plans, at an average
stated value per share of $22.76.

Each year the Corporation makes an offer of unissued common shares to certain employees to enable
them to benefit from the tax legislation of the Province of Québec. A total of 43,890 shares was issued
under this offering at a price per share of $26.81.

During the year 211,756 common shares were purchased for cancellation at an average cost of $22.90.

9. Dividends

6% preference shares== 348 - 348
Series B preference shares (alt converted or redeemed) - 7,884
Common shares 67,073 45,895

67,421 54,127

Dividends for the year ended March- 31, 1985 consisted of cash payments of $63,836,000 and of
157,534 common shares with an aggregate stated value of $3,585,000. These shares were issued
under the Shareholders’ Stock Dividend Plans which entitle holders of both classes of shares to receive
common shares in lieu of cash dividends.

The trust agreements relating to the Series A, B and C sinking fund debentures contain restrictions
regarding the payment of dividends on common shares. At March 31, 1985, all of the Corporation’s
retained eamnings were free from such restrictions.







Imasco Limited

For the year ended March 31,1985~
Al tabular figures are in thousands of dollars

Notes to the Consolidated Financial Statements 1985 1984

10. Operating lease commitments The Corporation has commitments with respect to real estate operating leases, most of which are for

terms of three to 20 years. The minimum annual commitments under such leases are approximately-
as follows:

Rental Assumed by Net rental

commitment franchisees commitment

1986 91,157 33,266 57,891
1987 87,169 31,959 55,210
1988 80,613 30,697 49,916
1989 73,461 28,338 45,123
1990 64,710 24,006 40,704

The minimum annual rental commitments as listed above do not give effect to escalation and
percentage-of-sales clauses in certain of the leases. Net rentals under leases, including escalation
and percentage-of-sales payments, amounted to $77,302,000 in 1985 and $30,237,000 in 1984.
In addition, the Corporation has operating lease commitments for equipment which are for terms of
one to six years, with an annual rental of approximately $19,400,000.

11. Extraordinary item

Gain on disposal of business units net of tax recovery of $11,826,000 - 10,808

12. Other information

a) The current service costs of various pension and retirement plans are charged to earnings as they
accrue. There was no unfunded liability for past service benefits as at March 31, 1985.

b) Research and development costs charged to earnings during the year amounted to approximately
$5,019,000 (1984-54,815,000).

c) The Corporation has provided guarantees to various banks in respect of borrowing by retail fran-
chisees, associates and licensees. The total of these guarantees at March 31, 1985 was
$41,834,000 (1984-541,428,000); the outstanding indebtedness of the franchisees was
$24,441,000 (1984-522,801,000).

d) B.AT Industries p.l.c., through the ownership of shares of the Corporation, is defined as a
related party. Transactions with B.AAT Industries p.l.c. and/or its subsidiaries were as follows:

i) Payment of fees for research and development, marketing and

manufacturing services 1,330 1,323
ii) Export sales of leaf tobacco 7,202 14,256
iii) Dividend income from BAC Cosmetiques Inc. 122 1,473
iv) Purchases of materials 11,051 7.374
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= Fixed assets - o i 9,070 47,664 39,967
%% Capital leases - 5 - "2,154 2,041
- Goodwill s - 1,251 3917
Deferred charges 1,016 2,305 1,997
: .—:-10,086- 53,374 47,922

Capltal expendltl.lres B P L S 119,613 72,077

- %
Co:porats current habikhasa

Excass of assets ovar curram:-’
|l8bl|d:l08 TR
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Drug Store Drug Store Other Divested operatior
Peopies Drug Stores* Shoppers Drug Mart
1985 1984 1985 1984 1985 1984 1985 - 19¢
1,356,915 - - - 197,632 193,477 - 170,9¢
- - 68,492 60,707 1,706 2,047 -
1,356,915 - 68,492 60,707 199,338 195,524 - 170,9¢
55,307 - 38,283 32,632 6,129 5,272 - 4,27
478,844 - 74,829 71,276 74,043 72,299 -
174,617 - 31,981 32,863 - - -
653,461 - 106,810 104,139 74,043 72,299 -
373,138 - 2,602 2,200 38,226 37,101 - LA
373,138 - 2,602 2,200 38,226 37,101 -
225,109 = 48,896 48,389 16,751 17,821 -
22,639 - 8,994 8,342 3,032 2,248 - 3
133 - - - - - -
4,009 - 1,492 1,385 - - - 2,4¢
4,445 - 1,280 1,026 143 63 - 1€
31,226 - 11,766 10,753 3,175 2,311 - .. 58C
46,978 - 10,868 11,456 - 4,719 5,542 - 2,01

! As at March 31, 1985; other than the Restaurant and the Peoples Drug Smmssegmams,
. ==—-s- - Operations-outside-of Canada:are not significant as a whole. 3 b
" TIntersegmental transactions consist of sales from imperial Tobacco to ThiDCS'GFuT:ﬁ‘af
- normal wholesale selling prices.
- Caprtal employed consists of directly |dlnt:ﬁable assets at net book vall.le; less the eumm
~ liabilities of each segment exclusive of corporate assets and corporatsmntllabﬂica.

$ Peoples Drug Stonss became a whollyowned subsidiary April 1,1984. - .

e :’;gg-ﬁwf% m‘amo. B A e T







Imasco Limited--

Statistical Highlights

Five year review for years ended March 31

1985 :-

1984.

1983

1982 = 1981

Thousands of dollars, except “Per common share” statistics

Operations System-wide sales: 7,346472 5,382,021 4,953519 3853785 2,264,940
Revenues 4,353,254 2873151 2713801 2190756 1,423,707
Depreciation expense 95,448 64,818 58,456 45412 19,739
Operating earnings- 432,032 339,608 300,347 246,974 - 159,643
Corporate expenses- 17,308 16,040 13,179 10,8864 9,634
Interest: 49300° 21,082 41,804  35.800- ?"is,tzs
Equity income - - - - - . %%.9,290
Income taxes 131,316 108,314 88,601 76,313 - 51,521
Eamings, o £
before extraordinary items - 234,108 194,172 156,763 124176 +. -
Net eamings, T
after extraordinary items 234,108 205,080 161,594 119,513
Earnings per common share Cogris
before extraordinary items - b e
basic 2.25 2.03 1.73 1.39 - A
fully diluted 2.25 1.0 1.62 1.32
Dividend record On preference shares 348 8,232 8,970 9,008
On common shares- 67,073 45,895 33,930 28,985
Per common share - 0.645 0.50 0.40 0.35:
Working capital provided From operations- - 359484 .- 264,212 232,658 191,527
Capital expenditures On fixed assets 202,078 104,074 114,675 106,705 53,686
Financial position Current assets 1,479,798 917,363 802,020 622,008 537,229
Current liabilities - 771,594 497,777 407,263 367,317 . 364,880
Working capital 708,204 419586 - 394,757 254,891 i ,—172,349
Fixed assets, 3
before depreciation 1,243,364 - 844,160 818,729
__Fixed assets, i
... less depreciation: 867,618 552,045 541,213 :
.Total assets~ = ... 2,741,672 2,029,897 1,530,063 1,315117 ~
Long term debt~-- - 560,008 480470 225,353 2784127 1 53 936
Excess of assetsover liabilities: 1,325,781 988,021 823,161 593,870° 512,348
Shareholders’ equity Preference sharehoidars 5,800 5,800 109,304 110,326 ° 110,325
Common shamholdusn 1,292,147 968,497 713,857 483,645:- - 402,023
Per commorrsham?; 11,870 - 949 7.85 5.84-4--"%"'4 88
. -x‘-« + ; ‘-::;i\ ‘;’!Z' ) ‘.—‘A_-:_?_.".‘_ i -
gl a‘ﬁ-wv::ﬁ%f AR -
Divisional Statistical Highlightssy:~~ - "= ~1ﬂmnﬁ - f
Five year review for mmmm *W Hirlea 1983
Tobacco - Imperial Tobaceo:-_, L maoa.\%asa;saaa,t.uzsss :
i "727.281°% 592,435
224,024 . 205,209“ .. 182,268
‘443,769 >  “44Z770" 404,937
101,995 93,230 90,190
+-10832°. . -9070:. . 8545
12,989 - 26,778

519,900

g el

R R L S







Divisional Statistical Highlights

Five year review for years ended March 31 1985 1984 - 1983:.
Thousands of US dollars, exceptfﬂmﬂ
= sstaurant - Imasco USA! System-wide sales 2,197,895 1,917,231 1,718419
Revenues
Sales
Company-owned restaurants 599,404 579,156 544625 - - -
Other 365,717 304,413 232,627
Service and licence fees 37,058 31,685 29,565
Operating earnings 82,991 75,269 60,289
Inventories 38,112 36,980 33,864
Fixed assets — net 343,852 302,966 285,436
Depreciation expense 37,755 33,887 30,051- . FiZR
Capital expenditures 90,650 58,114 56,581
Number of restaurants
Company-owned 870 825 840
Licensed 1,541 1,404 1,314
2411 2,229 2,154 2.7]85 b
Thousands of US dollars, exceptt‘ﬂurnbuofwﬂe
Jrug Store - Sales 1,026,964 791,147
Peoples Drug Stores? Operating earmnings 47,706 29,344
Inventories 273,642 153,697
Fixed assets — net 165,084 51,013
Depreciation expense 17,239 6,697
Capital expenditures 35423 15,183
Number of outlets 765 575
Thousands of dollars, exce
Drug Store - System-wide sales 1,451,373 1,290,688 1,142,906 - -
. Shoppers Drug Mart Revenues: sales - - 16,319
franchise fees 68,492 60,707 52,976
Operating earnings 38,283 32,632 28,437 .
Inventories 2,602 2,200 2,987
Fixed assets — net 48,896 48,389 45,857
Depreciation expense 8,994 8,342 7,207
Capital expenditures 10,868 11,456 9,023 -
) Number of outlets 447 . 435
Other System-wide sales 230,801 232,271
i - —Revenues: sales. - .197,632....193477 " __1i
s S franchisefees ~ —— — ~1708— —2047
Operating earnings 6,129 5,272
Inventories 38,226 37,101
Fixed assets — net 16,751 17,821
Depreciation expense e - -3,032 ...2,248 - |
Capital expenditures 4,719 : 5,642 . ..t~
Number of outiets :
Tobacco, sundry and gift 651 651 674
Divested operations Sales - 170,992 271,103 :
Operating earnings - 4,236 13,102
Inventories - - 54,495
Fixed assets — net - - 38,529
Depreciation expense - 3,150 4,643
Capital expenditures - 2,010 3,598:

' Represents Hardee's Food Systems, Inc. which became a wholly owned s:
Statistical Highlights for 1981 are for the year ended October 31 1980
2 Peoples Drug Stores; incorporated became-a:whollyg owned s
lights prior to the year ended March 31, 1985 mforthcyaanr ded

;,#- &5
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Imasco Limited

Officers and Divisionai Information

Officers

Paul Pare, 0.C.
Chairman and
Chief Executive Officer
L. Edmond Ricard
President and
Chief Operating Officer
Roderick C. Foster, CA.
Executive Vice-President
Roger S. Ackman
Vice-President and
General Counsel
Robert C. Bégin, CA.
Vice-President and Treasurer
William J. Harris
Vice-President,
Administration
Noél Pérusse
Vice-President,
Industry Relations
Paul K. Ryan, FC.1.S.
Vice-President and Secretary
Roy R. Schwartz
Vice-President,
Corporate Development
Daniel E. Somers
Vice-President,
Chief Financial Officer and
Corporate Comptroller
Torrance J. Wylie
Vice-President, Public Affairs
Pierre Duhamel, C.A.
Assistant Treasurer
G. Michael Martin, C.A.
Assistant Comptroller

Imperial Tobacco

3810 St. Antoine Street West
Montreéal, Québec
H4C 1BS

Manufactures and distributes
cigarettes, fine cut tobaccos,
pipe tobaccos, chewing
tobaccos, and markets snuff.

L. Edmond Ricard
Chairman of the Board

Jean-Louis Mercier,
President and Chief
Executive Officer

Wilmat Tennyson
Executive Vice-President,
Marketing

Clifford Warren
Executive Vice-President,
Operations

Michael A. Courtney
Vice-President, Finance

Marius Dagneau
Vice-President,
Human Resources

Patrick J. Dunn
Vice-President,
Research and Development

André Laporte
Vice-President,
Manufacturing

ThomasF. Lee
Vice-President,
Materials Management

Roland Bouchard
Secretary

Edouard Darche, C.A.
Comptroller

General Cigar Company -
Montréal, Québec

Manufactures and distributes
cigars.

Imperiai Leaf Tobacco

John Street North

Ayimer, Ontario

N5H 2R8

Purchases and processes leaf

tobacco for Imperial Tobacco
and for export.

42

Imasco USA, Inc.

1233 North Church Street
Rocky Mount, North Carolina
27801, US.A.

Operates and licenses 2,411 fast
service restaurants principally in
the U.S. and operates manufac-
turing and distribution facilities.

Jack A. Laughery
Chairman, President and
Chief Executive Officer
Ralph E. Peterson-
Executive Vice-President and
Chief Financial Officer
Breen O. Condon
Senior Vice-President,
General Counsel and
Secretary
Thomas H. Sparks
Senior Vice-President,
Personnel
Jesse M. Harrington |l
Vice-President and Treasurer
John D. Merritt
Vice-President,
Government and Public Affairs
John F. Schmutz -
Vice-President, Legal

Hardee'’s Food Systems, Inc.

Spruill G. Bunn
President and Chief
Operating Officer

Ronald J. Wertheim
Executive Vice-President,
Marketing

Gerald L Richards

_ Executive Vice-President, -

Restaurant Operations

Fast Food Merchandisers, Inc.

Hugh Todd, Jr. ;
President and Chief
Operating Officer

F. Winslow Goins
Executive Vice-President,
Distribution Services

Grisanti, Inc.

1000 East Liberty Street--+
Louisville, Kentucky; 40204
U.S.A. .

Michael J. Grisantit- 3%
President and Chief: >
Operating Offices=-- -

Vincenzo Gabrieles.-

Executive Vice-Presidam;:

3500 DePauw Bival.. -

Indianapoiis, Indiana, 46268

USA.

Robert E. Haberkamp-~ =~
President and :

Chief Operating Officer







Shoppers Drug Mart

225 Yorkland Blvd.
Tecronto, Ontario
n2J aY7

Top Drug Mart
Toronto, Ontario
Pharmaprix
Montréal, Québec

A group of 447 licensed and
company-owned drug stores

operating in Canada and the U.S.

Murray B. Koffler, c.m.
Chairman

David R. Bloom
President and Chief
Executive Officer
.ing Bain
Executive Vice-President,
Marketing

Marvin A. Goldberg
Executive Vice-President,
Legal and Corporate Affairs

Malcolm G. Swartz, CA.
Executive Vice-President,
Administration

Raymond E. Guyatt, CA.
Executive Vice-President,
Finance and Planning and
Chief Financial Officer

David H. MacDonald
President,
Shoppers Drug Mart (West)

serbert R. Binder
Executive Vice-President
(Central West)

Albert Krakauer
Executive Vice-President
(Central East)

Michel Lesieur
Executive Vice-President
(Pharmaprix)

Dale Daley
Executive Vice-President
(Atlantic)

Fred Van Laare
Executive Vice-President
(SEUSA)

Herbert Albrecht
Vice-President, Store Planning

Earl Biderman, CA.
Vice-President, Management
Information Systems and
Productivity

Melvin Kochberg, c.A.
Vice-President
Operations Finance

Roman Niemy
President, Corporate Brands

Garry Mulholland
Vice-President, Purchasing

Gordon Stromberg
Vice-President, Advertising

Howard Trifler
Vice-President,

Retail Development

Dalton Van Cleave
Vice-President, Marketing

Victornia Williams
Vice-President, Cosmetics

Peoples Drug Stores;:
Incorporated--

6315 Bren Mar Drive
Alexandria, Virginia, 22312
U.S.A.

A chain of 765 drug stores
situated in six major metropol-
itan markets: Washington, DC;
Atlanta, Georgia; Indianapolis,
Indiana; Tidewater, Virginia;
Toledo, Ohio and Harrisburg,
Pennsyivania.

Sheldon W. Fantle
Chairman, President and
Chief Executive Officer
Robert M. Arensmeyer
Executive Vice-President
and Treasurer
David H. Eisenberg
Senior Vice-President,
Marketing
Nicholas J. Simon
Senior Vice-President,
Operations
David C. Forman
Vice-President,
Human Resources
Robert Crichlow
Vice-President, Distribution
Joseph A. Pollard
Vice-President, Advertising
and Public Relations
James N. Schwarz
Vice-President, Corporate -
Secretary and General Counsel
Glen Tarsha
Vice-President,
Data Processing

. Jerer Wilson---

~Vice-President; Security—
Robert A. Seubert
Corporate Comptroller

Other operations=-
The UCS Group-

50 Overiea Bivd.
Toronto, Ontario
M4H 1B9

and gift shops.

Norman Latowsky
President

David S. Cole A
Executive Vice-President -

Imasco Resources

4 Westmount Square - :
Montreéal, Québec
H3Z 2S8

Develops and monitors invest-
ments in natural resources and in
the venture capital field.

Roderick C. Foster, CA.
President

Roy R. Schwartz
Vice-President

Imasco B.V.

J.J. Viottastraat 50,
Amsterdam,
1071JT

The Netherlands

Finances associated bmmem

Matthews Glezos=+ - &
President

Fribourg Branch--- -4

30 St. Pierre Street= = 38¢









