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AGNEW-SURPASS SHOE STORES, LIMITED 

PRESIDENT'S REPORT 
Fiscal 1970 has been the most successful year 

to date for  Agnew-Surpass Shoe Stores, Limited. 
Despite successive annual decreases in sales and 

profits experienced by the manufacturing division of 
our subsidiary company, the retail division of the 
C o m ~ a n v  has continued to attain hieher levels of sales 
and impEoved productivity, resulting-in higher earnings 
per share to a new high this year of $3.02 per share. 

The consolidated sales for  the year are 
$22,377,985 and consolidated net earnings after Pro- 
vision for  taxes on income are $1,215,716. 

Six new stores were opened during the year 

. - .. . -. . . - - 
tore unit was inlreased dnrina the sear  

to the 6iahest on record. - 
Since embarkina on the Dropram of dramatic 

new store design jusc  over t w d  years ago, we have 
found these impressive new concepts in  store environ- 
ment to be highly suecessful. We are continuing to 
develon still more excitina fashion oriented stores as 
demanbed by today's fasGon forces in order to catch 
the ever roving customer's eye of the '70s. 

1970 A N N U A L  REPORT 

The newest of these recently opened in the 
Brampton Shoppers Mall and in late July another will 
open in Midtown Plaza, Saskatoon, Saskatchewan. 
Nearing completion for opening in early August is 
the exciting Fairview Mall, Ontario's f i rs t  two-level 
shopping complex, and early next spring will be the 
much talked about Sherway Gardens a t  the junction 
of Highway 27 and the Queen Ehzaheth Way, both 
in Toronto. 

I t  is noteworthy that  this progress in the 
development of the Company has been achieved in  
spite of the disturbing trends that  have developed in 
our general economy over the past year. 

Our employee profit sharing plan which was 
inaugurated in the retail division of the Company 
15 years ago has again increased and the employees 
will participate in $178,488 of the year's profit, 
compared with $165,103 last year. Provision for this 
has been made in the attached financial statements. 

I wish to express special thanks from manage- 
ment for  the excellent contribution made by all 
employees and for  the loyal support of our customers 
and suppliers in this record breaking year. 

Depreciation and amortization on fixed assets 
have heen charged on the Companies' books on the 
same basis a s  in prior years and the balance sheet 
continues t o  reflect a strong financial position. 

Your management is  continuing the practice of 
retaining the earnings in the business, as  retained 
earnings have provided the capital tha t  has been so 
essential for  the continued expansion of our operations, 
which in  turn  has improved our financial strength. 

The Quebec City plant of your wholly-owned 
subsidiary The John Ritchie Company, Limited was 
sold on June 30, 1970 ,to Chartered Traders Limited. 
Further details of thls transact~on are ~ncluded in 
note 2 in the attached financial statements. 

On May 1,1970 the Company purchased for cash 
a t  their par  value a n  additional 10,000 6% convertible 
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redeemable preference shares of the par  value of 
$100 each in the stock of J. A. Johnston Company 
Limited. Such shares a r e  convertible into common 
shares of the capital stock of J. A. Johnston Company 
Limited a t  any time a t  the option of the holder thereof 
on the basis of four fully-paid common shares for  each 
preference share presented for  conversion. J. A. 
Johnston Company Limited is a wholly-owned sub- 
sidiary of Genesco, Inc. 

and 'their report is  presented herewith 
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AGNEW-SURPASS SHOE STORES, LIMITED 
AND ITS WHOLLY-OWNED SUBSIDIARY 

THE JOHN RlTCHlE COMPANY, LIMITED 

CONSOLIDATED BALANCE SHEET AT MAY 29, 1970 
with comparative figures for 1969 

ASSETS 
Current assets: 

Short term investments, a t  cost ............................... 
Funds held by an affiliate for the benefit of the . . 

.................................................................. subsidiary 
Accounts receivable, less allowance for doubtful 

. . . . . . . . . . . . . . . .  accounts, 1970, $23,862 ; 1969, $23,291 
Inventories, a t  the lower of cost or net realizable 

value (note 1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Prepaid expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Special refundable tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Investment in preference shares of an affiliated 

company, a t  cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
Fixed assets, less depreciation and amortization 

(note 2) : 
Buildings, machinery, furniture, fixtures and 

. . . . . . . . . . . . . . . . . . . .  improvements to leased properties 
Less accumulated depreciation and amortization 

Land 

Increase 
1970 1969 (Decrease) 

$13,984,731 13,152,934 831,797 

LIABILITIES AND SHAREHOLDERS' EQUITY 

Current liabilities: 

Accounts payable and accrued expenses . . . . . . . .  $ 1,072,853 1,188,621 (115,768) 
Accounts payable, parent and affiliated companies 306,793 685,533 (378,740) 

. . . . . . .  Income taxes payable . . . . . . . . . . . . . . . . . . . .  194.979 11 1.899 82 0x0 --,--" 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Other taxes payable 180i536 i6$2i7 11,309 
Total current liabilities . . . . . . . . . . . . . . .  1,755,161 2.155.280 (400.119) 

Deferred taxes on income 
Shareholders' eauitv: 

5%% cumul&e preferred shares of $10 each, 
redeemable a t  par. Authorized 10,984 shares. 

Common shares of no par value. Authorized 600.000 
.. . . . . . . .  shares; issued 402,944 shares 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Retained earnings 

Commitments and contingent liabilities 

See accompanying notes to consolidated 

. . 
(note 3) 

$13,984,731 13,152,934 831,797 

financial statements. 
On behalf of the Board: 
R. F. WHITBY, Director 
D. W. GREGORY, Director 



AGNEW-SURPASS SHOE STORES, LIMITED 
AND ITS WHOLLY-OWNED SUBSIDIARY 

THE JOHN RlTCHlE COMPANY, LIMITED 

CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 

Fiscal year ended May 29, 1970 
with comparative figures for 1969 

NET SALES 

Increase 
1970 1969 (Decrease) 

$22,377,985 22,905,371 (527,386) 

Deduct: 
Cost of goods sold, selling, warehousing, general 

and administrative expenses .................................. 20,005,880 20,669,248 (663,368) 
Direct remuneration of directors and senior officers 

of which $179,370 (1969 - $167,727) was received 
. . . . . . . . . . . . .  by directors who are also senior officers . . 210,823 199,851 10,972 

Depreciation ................................................................... 216,166 249,733 (33,567) 
Amortization of improvements to leased properties 25,836 

20,458,705 
Earnings from operations 1,919,280 

Other income (net) : 
Interest earned (net) : 

From affiliated company . . . . . . . . . . . . . . . . . . . . . . . . . .  97,170 
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  143,269 

240,439 
. . . . . . . . . .  Less paid to affiliated company 72,408 

168,031 
Dividends from affiliated company . . . . . . . . . . . . . . .  210,000 
Discounts earned 

Earnings before taxes on income . . . .  2,327,983 2,043,642 284,341 
Taxes on income . . . . . . . .  . . . . . . . . . . . . . . . . .  1,112,267 987,694 124,573 

Net earnings ... . . . . . . .  . . . . .  1,215,716 1,055,948 159,768 
Retained earnings at beginning of fiscal year . . . . . . . . .  9,922,098 8,866,150 1,055,948 

Retained earnings at  end of fiscal year . $11,137,814 9,922,098 1,215,716 
Earnings per share . . . . .  . . . . . . . . . . . . . . . .  3.02 2.62 .40 $ 

See accompanying notes to consolidated financial statements. 

to the shareholders AUDITORS' REPORT AGNEW-SURPASS SHOE STORES, LIMITED 

We have examined the consolidated balance sheet of Agnew-Surpass Shoe Stores, Limited and its 
wholly-owned subsidiary, The John Ritchie Company, Limited a s  of May 29, 1970 and the consolidated state- 
ments of earnings and retained earnings and source and application of funds for  the fiscal year then ended. 
Our examination included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence a s  we considered necessary in the circumstances. 

I n  our opinion, these consolidated financial statements present fairly the financial position of the 
company and i t s  subsidiary a t  May 29, 1970 and the results of their operations and the source and application 
of their funds for  the fiscal year then ended, in accordance with generally accepted accounting principles 
applied on a basis consistent with tha t  of the preceding year. 

Hamilton, Ontario 
July 10, 1970 

PEAT, MARWICK, MITCHELL & CO. 
Chartered Accountants 



AGNEW-SURPASS SHOE STORES, LIMITED 
A N 0  ITS WHOLLY-OWNED SUBSIDIARY 

THE JOHN RlTCHlE COMPANY, LIMITED 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

May 29, 1970 

1. Inventories: 

The inventories are made up as follows: 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Finished goods 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Work in process 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Raw materials 

2. Fixed assets: 

The fixed assets are stated as follows: 
At cost: 

At cost, less proceeds of disposals: 
Furniture and fixtures 

At depreciated values as 
Company, Limited in 1928 with subsequent additions 
a t  eost: 
Buildings 
Plant and machinery 
Furniture and fixtures ...................................................... 

Lasts, dies and patterns, a t  nominal value . . . . . . . . . . . . . . . . . . .  

Land : 
At cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

As appraised by Canadian Appraisal Company, Limited 
in 1928 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

The subsidiary company sold its manufacturing plant and facilities on June 30, 1970. 
The approximate loss on the sale is $120,000, net of applicable deferred taxes on income 
amounting to $25,000. 

3. Commitments and contingent liabilities: 
The companies operate a t  a number of retail store locations under long-term leasing 
arrangements. Certain of the leases provide for payment of real estate taxes, other expenses 
and additional rental based upon a percentage of sales in excess of stipulated minimums. 
The minimum annual rentals on all real property now leased for terms expiring more 
than five years from May 29, 1970 are approximately $625,000 maturing on various 
dates to September 30, 1989. 

The liability for past service costs under the company's pension plan remaining to be 
accrued is approximately $282,000 a t  May 29, 1970 based on an actuarial study made as 
a t  August 1, 1969 when the pension plan commenced. This amount is being amortized in 
the amount of $22,468, including interest, annually to August 1, 1989. 

The company is a co-defendant in various lawsuits, for property damages arising out of 
a fire, which are being defended by the company's insurers. The main action for 
$2,500,000 has been under reserve judgment for over one year and i t  is expected the 
other actions, which are for unstated damages, will be stayed pending its outcome. I t  is 
the opinion of counsel and company officials that no personal liability will devolve upon 
the company. 



AGNEW-SURPASS SHOE STORES, LIMITED 
AND ITS WHOLLY-OWNED SUBSIDIARY 

THE JOHN RlTCHlE COMPANY, LIMITED 

CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 

Fiscal year ended May 29, 1970 
with comparative figures for 1969 

Increase 
1970 1969 (Decrease) 

Source of funds: 
From operations : 

Net earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1,215,716 1,055,948 159,768 
Add charges not requiring an outlay of cash: 

Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . .  242,002 274,519 (32,517) 
Deferred taxes on income . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16,200 61,100 (44,900) 

Funds provided from operations . . . . . . . . . .  1,473,918 1,391,567 82,351 
Special refundable tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  17,609 28,888 (11,279) 

. . . . . . . . . . . . . . . . . . . . . .  Total funds provided 1,491,527 1,420,455 71,072 

Application of funds: 
Investment in preference shares of an affiliated 

company ................................................................... 1,000,000 3,500,000 (2,500,000) 
Purchase of fixed assets less proceeds of disposals 280,486 317,975 (37,489) 

1,280,486 3,817,975 '(2,537,489) 
Increase (decrease) in working capital . . 211,041 (2,397,520) 2,608,561 

Working capital a t  beginning of year . . . . . . . . . . .  6,132,407 8,529,927 (2,397,520) 
Working capital a t  end of year . $ 6,343,448 6,132,407 211,041 

See accompanying notes to consolidated financial statements. 


