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Dear Members:

There is a certain feeling of pride in me today as I present this
Forty-Third Annual Report of Agropur, Coopeérative agro-
alimentaire.

The 1980-81 fiscal year represents an important milestone in the
history of our Coopérative. During those past twelve months
Agropur business volume passed the half-billion dollar mark for the
first time.

This achievement is all the more worth stressing because it occurred
during a period of deep economic recession.

In fact, the year was an extremely difficult one from several view-
points. Inflation, higher prices forraw materials and scaring interest
rates hit us hard on all sides. Qur Coopérative nevertheless acquit-
ted itself extremely well, even though overall results were less
spectacular than those of previous vears.

Due to the unfavourable economic situation during the year we did
not undertake any large construction projects. We areinstead work-
ing to consolidate our past eflorts in all fields: cooperation, process-
ing, distribution, finance and others,

The year began ona happy note with the amalgamation of our fluid
milk subsidiary, Québec-Lait, with the parent company: Agropur,
Coopérative agro-alimentaire,

This integration represents another major step for all of us. Among
other things, it will make it possible to centralize operations more,
facilitate communications between managers of the different ser-
vices, cooperate even more with our components and maintain the
purely democratic thrust of our decision-making centre.

Membership Trends

During this past fiscal year 486 producers joined our big Coopér-
ative family, while 580 left, for various reasons: farm sales,
abandonment of production, father-son bequests, consolidation,
formation of companies, and so on.

In addition, the files of 334 inactive members were transferred to the
ad hoc account, since these farmers had not had anv economiclinks
with our Coopérative for at least three years.

While in the realm of figures, it should be mentioned that during the
past year there were 15 meetings of the Board of Directors, five
meetings of the Executive Committee, five meetings of the Solidar-
ity Committee and 10 meetings of the Farm Supply Committee,

Labour Relations

The 1981 fiscal year also saw some movement towards the signing of
a first marketing agreement between the Office des Producteurs de
Lait and the Conseil de la Coopération Laitiere.

However, the two parties were unable to come te an agreement
during the eight negotiating sessions held during the summer
months.

In view of this lack of results, the Office and the Conseil decided to
ask the Farm Marketing Board to intervene as a mediator to help
them come to an agreement.

Following these atternpts, Management took some other active
steps.

Acting in concert with the Directors of member cooperatives of the
Conseil de la Coopeération Laitiére, on the eve of the latter's annual
congress, our officers directed an ultimatum to Coopération
Laitiere representatives on the Conciliation Committee.



This motion called for the representatives to take the necessary
steps, within a three-month period, so that the coopératives could
make milk payments to their own members, in conformity with the
agreements signed on December 21, 1979, and June 6, 1980.

Conseil de la Coopération Laiti¢re

During the year the Agropur Directors attended two meetings with
Cooperative Fédérée de Quebec executives, as well as two meetings
of the member cooperatives of the Conseil de la Coopération
Laitiere. Theme of the latter mceting was “Marketing in the
Coopérative Organization™,

Our President and Marketing Director took part in this symposium
as guest speakers.

Acquisitions )
On December1, 1980, our Coopérative putina successful bid for the
milk volume and trucks of Les Produits Laitiers Sutton inc.

In February 1981, we also acquired all the asscts of Les Fromagerices
d’Oka Inc. As a result, our Coopérative now makes the justly
tamous Oka cheese,

By the beginning of the fiscal year, we had already acquired the milk
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transport operafion of Beaudry & Lacoste inc. in St. Alexandre

d'Therville. This purchase allowed our Coopérative to rationalize our

transportation scrvices better and distribute milk to our various

plants more efficiently.

Granby Feed Mill

During last vear's general meeting we also mentioned that the
Granby feed mill was due to open shortly. Milling operations at this
new plant actually got undenwvay last July, and the official opening
ceremony was held on August 9 with a large crowd attending,

We are extremely proud of this new mill, which substantially in-
creases production of feeds to serve the growing needs of our
tmembers. [t also provides interesting possibilities for improving the
quality of our feed mixes even more, Last but not least, it allowsusto
offer an even greater variety of dairy, hog and poullry feeds.

Social Action
Our Coopérative was especially active in the social relations field
during the past year.

First of all, I am happy to tell you that our General Manager,
Mr. Ravnald Giroux, was named as one of the Honorary Chairmen
for the University of Sherbrooke Hospital Centre financing
campaign. This is a signal honour which all our members can

applaud.

We also revised our donations policy during the vear, following a
thorough analysis by the Solidarity Committec and the Animators
during a series of mectings last spring,

Under this more coherent new policy, budgets are allotted to char-
ttable and promotional purposes. The new and innovative part of
this procedure is that certatn amounts are attributed annually to
regional farm activities, in proportion to the number of members in
each region,

We also continued our annual practice of giving a $100 bursary to
each rural vouth group organizing a dairy heiﬁ:rs show in our
territory.

To encourage further studies in agronomy and agricultural
techniques, we awarded bursaries to two Laval University students,
aswellas to four second-year students at the technological institutes
in 5t. Hyacinthe and Ste. Anne de la Pocaticre. We also gave a
subsidy to the University of Sherbrooke cooperative faculty once
again.

New Product and Intercooperation

Last April 18 we introduced a new product on the market: break-
fast vogurts containing, cercals and citrus fruits. These have
already proved an immense success with consumers, and prove
that our efforts to achieve intercooperation are no idle boast.

One of these breakfast yogurts contains maple syrup. This gives
us the opportunity to work closely with one of the province's
largest cooperatives: the Québec Maple Sugar Producers. This
initiative will be of benefit to both cooperatives by opening up
markets for an increased volume of products under mutually
advantageous conditions,

Milk Payments

For some time now we have been considering the matter of again
changing our payment cheque stub format to meet the needs of
the tvo main categories of milk producers.

The Board of Directors set up a commmittee to study this matter in
depth and make appropriate recommendations.

The new stub, in use since last September, incorporates the
changes made in 1979 at the time of the agreement between the
cooperative movement and the dairy sector farm unions.

It provides extremely detailed information, and is a highly effi-
cient management tool for milk producers. In addition, the new
stub permits our Coopérative to make direct payment for both
fluid and industrial milk to all member producer-suppliers.

During the past fiscal vear our Management also decided to invite
members’ sons and daughters to the Animators’ meetings and the
Coopérative’s parish and regional meetings.
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Ihis initiative gives these voung people, whose cventual hcml s to
lake over and run their family enterprises, a chance to gain a bet-
ter knowledge of how the farm cooperative movement works, As
£result of the mutually beneficial dialogue thus opened up. these
voung tarmiers-to-be will be better prepared for their fulure roles
and the Coopérative’s foundations will be strengthened.

Informative Visit

Qur Management people lravelled to Minnesota Jast vear to visit
the Land O'Lakes Inc. farm cooperative, in order to study its
administrative and management methods. '

Land O'Lakes is one of the largest cooperatives in the United
States. I did over $4.4 billion worth of business in 1981 and
cmiploys 8,000 people. It has 9,000 direct members and serves
250.000 farmers through its 900 affiliated covperatives. It produces
muore than 40% of all the butter consumed in the Lnited States.

This cooperative is very active in numerous other arcas in addi-
tion to the dairy sector. It is involved in the raising of turkevs,
veal calves, hogs and poultry; the manufacture of tarm feeds, fer-
tilizers, petroleum products; grain growing, farm supply oper-
ations, agricultural research; marketing of food products, and
much more.

This visit was extremely instructive because it showed us the road
an agri-food industry cooperalive must follow if it wishes to
diversify production to the utmost.

Members’ Capital

During last vear's General Assembly we told vou that the Board
of Rirectors had decided fo alter the members” capital structure of
the Farm Supply Division. The delegates at that fime expressed a
wish for an in-depth analysis of the 1inancial structure of the en-
tire Cooperative, to determine whether the present capital sharing
arrangement reallyv meets present needs.

[n the months since then, several meetings of Selidarity Commit-
lees and Animators, backed up the Treasurny Service, have been
orb.m]/cd to study all aspects of this problem.

Ihe analysis showed that there is a sufticiently high total of sub-
scribed capital. However. it has not been shared in an ideal man-
ner, considering the objectives to be pursued and the Coopéra-
tive’s new needs.

I order to benefit from the most advantageous credit conditions,
1t has become essential to increase the amounts allocated to
permanent capital.

The increase in ordinary or permanent preferred capital will create
a more solid financial base for our Cooperative, which will also
benefit from less rigorous requirements on the part of financial
institutions.

Al members will profitin the final analvsis from these more
mteresting conditions.

Subsidies

It was brought to our attention during the last few nonths of the
tiscal vear that the Canadian Dairv Commission was preparing to
reduce and even eliminate the subsidies now being paid fo milk
producers. We oppose this decision vigorously.

We are trving to make the Canadian Dairy Commission under-
stand that these subsidies to producers have nol been indeved
stnce 1975, Their real value has therefore decreased by 10 to 20
per cenl annually since thal Hime.

This subsidy not onlv provides farmers with a more acceptable
income level, but also directly benefits all Canadian consumers,
Cutting it down or removing it entirely would obviously increase
the prices of dairy products.

The Canadian economy benefits in two wavs trom the subsidy.
and in view of the current cconomic situation this wauld be an
extremely inopportune time to eliminate it.

Societe Coopérative Agricole

des Maitres Producteurs Laitiers du Queébec

During a special general assemibly last July, members of the So-
cieté Cooperative Agncole des Maitres Droducteurs [aitiers du
Quibec (SCAMPLQ), an organization formed by merger of the
Cooperative des Producteurs de Lait de Montreal and the
Conperative La Quebécoise, decided by a strong majority to otfer
their assets to other cooperatives operating in the same territones
as they did.

Maost of the members of this organizatton are already firmly con-
vineed of the advantages offered by a movement such as ours,
Thev are authentic cooperators, so we decided o accept the offer
to purchase their assets. This was done on September | and we
were able to begin managing the aperation in mid-December. We
are now awaiting the date for closing the sale so we can become
the full owners in actual fact.

Conclusion L

[ closing, 1 wish to thank all Agropur ¢executives and statt for
their loval support and cooperation at every stage. We can thank
them for the fact that Last vear's fiscal results were so admirable in
spite of evervthing. and especially the current recession.

Idon’t think it is necessary to emyphasize the fact that we are now
undergoing an cconamic ¢risis of major proportions which
severely affects the Coopérative as a whole, and its business
components in particular.

That our Coopérative was able to obtain such positive results
under these conditions once again demonstrates the movement’s
vitalitv and its astonishing ability to tace untavourable conditions.,
In ditficult times the members support one anather to find wayvs
L0 OVercome economic (rises,

Qur Coopérative is thus a powertul and useful tool for economic
survival.

Never hesitate about letling it serve vou, because that is precisely
what it was created to do.

Michel Lemire

WAl omne

resident
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Consolidated balance sheet
as at October 31, 1981

Assets 1981 1950
Current
Cash and shorl-term investments S 1,701,452 S 5,294,382
Accounts receivable
tincluding members 53,044,603; 1980 — 53,152,690) 27,744,546 24,334,580
CGrants receivable 1,933,400 Yih, 70
hcome tases recoverable 167,222 325,601
Iventores (Note ) 35,120,024 29,127,979
Prepaid expenses 564,400 304,622
73,231,084 ), 588,814
Investments (Note 2) 2,590,140 2,812,467

Grants receivable —

1,933,400

Fixed (Note 3)

Land, buildings, machinery and equipment 106,302,827 u2,62],0806
Accumulated depreciation (48,460,704) (41,837,439
57,642,123 50,783,647

Goodwill and other assets [ess accumulated amortization 7,266,355 (,472,471
$11),929,5862 $122,5390,502

See accompanving, noles o consohdated finanaal shitements

On behalf of the Board

W W .
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Liabilities

Jast

Currenl

Bank loan, secured

5 SIS 000

Accounts pavable

(including members So,674,241; 19580 — $1,971,908) 36,901,495 29 441,185
Current portion ot long-term debt 4,227,431 2.9,"1(:,:‘\‘;;
come Laxes payable — £25,004
41,393,851 33,18 170
Long-term debt {Note 4] 29,803,168 29, [, 749
Deferred income taxes 1,440,211 1,332,333
72,637,260 (13,637,238

Members” Equity
Members” capital (Note 3) 58,503,007 49,602, 767
Excess of appraised value of fived agsets over cost — 274,085
Lnappropriated camings 3,538,551 {3, 604,000
Ceneral resenve 6,219,014 2407002
68,292 602 58,433,544
S140,929, 862 S122,390 802

T SIS o

See aeeompanving noles to vonsalidated hnanciol statements



Consolidated statement of earnings
for the year ended October 31, 1981

1981 19850

Sales and other operating income $526,934,546 S453,280,173
Cosl of goods sold 466,099,261 A00,06-L, 001 3
Ciross margin 60,835,282 53,216,160
Selling expense 26,212,192 2789 K
Administrative expense B,916,441 TG, 249
laterest on long-term debt 5,742,719 3429,912
Interest income and olther income, net (1,708,992) (1,711.228)
39,162,360 W)L I7RNDT

Farnings trom operations 21,672,922 22 440,333
Gain on disposal of fived assets 60,912 281,798
Amortization of goadwill {754,515) (603 004)
Farnings before following stems 20,979,319 22,119,127
Price complements (o members 16,392,343 16, 138 320
Earnings before income tases 4,586,976 5,980, 807
Income taxes of substdiaries 1,018,714 | 3,714

Nel varnings for the vear

$ 3,568,262

S 4,61 ] 08N

Ser e panving notes te consalid ited noancal statenwents



Consolidated statement of unappropriated earnings
for the year ended October 31, 1981

INLE et
Balanee al bewimping of vear : - o - S .h,h(H,l)illrlr - 777-._5_'1 Sl I._T\
et earnmes fal e sear T -w“\,_-:»fs?a‘,lbz EN R TR
Franster ot the oxcess o1 appraised \\J]HTUI Tved el oy er cosl - 279,;#5 . “l!:
10,451,947 L TR A
Mdjustinent of prior vears” mosme tses — LR
Franster to venerdl teserve ol Privr vear s unappropriated
Caramgs of the Coobteratn.e 3,379,199 AR
Fransfer te seneral reserve of Lm(w:—;:lzkiiznimxni o -
uebec-] ot e, i Note @) 3,534, 167
6,913,306 R TV T
Balanwe al end of vear S 3,538,581 ~ ool ks
SO dece P g Tetes o ondated anoal siateients
Statement of general reserve
for the year ended October 31, 1981
1431 TN
Franster of prio s u\itl"w::w.:l;‘}:tv“'r[\Tl-.vill'd tu_lrhr:lilhni( ;1(.1.;‘1:“1“‘\ o 8 3,379 gy 7_'\“-‘\._—1_‘; Sid
Datonsse wtond~ (3,111,992) 1A0S] s8T)
267,207 MY
fncome tases - S B 40,548 i42.83]
Sel transier o ;u'nt'ml Pt s 307,755 A0, S
Praisler ol unapproprated comings of Quebec-Lait ing. 3,534,167 -
Ii'l.lrljmgv .n_iw;_',nmin_q ulm\‘u-.n' - - 2,407,002 [ RILARS B
Balangce ot end ol vear $ 6,249,014 S 2407082

Secompanying metes looconsofrdated Tinanoal <tatements,



Consolidated statement of changes in financial position
for the year ended October 31, 1981

1981

1980

Source of funds

Operations
Net earnings for the yvear

$ 3,568,262

S 4,611,088

ltems not involving funds

Depreciation of {ised assets 6,295,458 5,505,338
Amortization of other assets 804,953 619,075
Deferred income taxes 74,984 319,653
Gain on disposal of fixed assets {60,912) (281,799
10,682,745 10,773,333
Net increase in capital stock 8,842,240 7,101,419
Long-term debt 350,230 5,942,658
Mrocecds of disposal of fixed assets 328,719 408,065
Investiments 222,338 197,189
Cirants 1,933,400 —
22,359,672 24,382,686
Application of funds
Fixed ansets 12,516,800 3,950,971
Patronage refunds 3,111,992 3,081,597
Grants receivable — 1,933,400
Coodwill and other assets 694,856 [.051,544
[ncome taxes — 32,918
Ivestment in a subsidiary (Note 7)
Acquisition cost £1, 600, (K%
Waorking capital deficiency (9,490 1,669,499
17,993,147 10,070,730
Working capital
Increase during, the year 4,366,525 14,311,956
Balance at beginning of year 27,470,638 13,158,682
Bulance af end o] vear 31,837,163 S27 470,63

o

See gecompanying notes to consalidaled fnandial stalements



Notes to consolidated financial statements
October 31, 1981

Summary of significont accounting policies

Consolidation
The vonsolidated financial statements include the accounts of Agropur, Cooperative agro-alimentaire and its
sulsidiaries.

Inventories
Inventories are recorded al the lower of cost and net realizable value.

Fixed assets

Fixed assets are recorded at cost net ot applicable government grants and investment tax credit related to fixed
assets of the Coopérative. Depreciation is caleulated on the diminishing balance method over the estimated useful
life of the assets concerned except for the building and production equipment of the new plant in Granby and
the production equipment of the new feed mill in Granby onwhich depreciation is calculated using the straight-line
method.

Goodwill

Goodwill inchudes the excess of cost of investment in subsidiaries aver their fair value at dates of acquisition as well
as purchased goodwill which is amuortized on a straight-line basis over a ten vear period. It also includes the cost

of dairy rounds which is amortized on the diminishing balance method at the rate of 10% applied to the cost

price less a 50% residual value.

Income taxes

Income taxes of the Coapérative cannot be finally determined belore approval of the palronage refunds at the
annual general meeting of members. Therefore, income taxes on the unappropriated earnings of the Coupdrative are
accounted for after the approval of the palronage refunds and reported in the statemenl of general reserve.

Income taxes are recorded on the tax allocation basis. Peferred income taxes arise principaliy from the fact that
depreciation claimed for tax purposes exceeds that recorded in the accounts. Income taxes are recorded net ot
realized investment tax credit related to fixed assels of subsidiaries,

Other notes to consolidated financial statements

1. Inventories 1981 toaRa

Pairy products

Raw matertals and products in process $ 5,505,991 LIE SIS
Finished produocts 26,125,175 20 R
31,631,166 R R

Farm equipment and 5L1pphe- 5,149,252 R
Maintenance supplies and uthcr iny cnl:nca - 1,339,600 AR

538,120,024 529,120 W0




2. Investmenls 1981 INhTH
Conperative assocalion - ) - -
Iy estments Al cost
Couvperatine I.(_‘li('l'l_'l_‘ de Qb 2,364,220 N 2 IRss
Conlies Avricoles du Quebec ine, - 35,000 ERN UL
2,399 220 LIRANTS
Orher imvestiments at <ol
Dvaml; with rastees tor rud\-mpllnninl
bond- and debentures 200,000 [ARSIRTAN
Mortgape, 107 maturing Angust [ 1456 108,432 124 dal
B q_r(,{ffwl o 7 110,959 o 124 8p)
479,391 G542
Portion matusmg within one vem T {288,471 (2748249
190,920 [ARSTEL B
y 2,590,110 S 22 de7
3, Tixed assets 1981 [vsy)
o - Book Accumulated B Buock Acctimiiated
,ﬁ,___[\JilL ""'ﬂ‘f_._, Depreciation Value Depreaation
| and - S 2,840,514 b — S 24350 S
Huilglmg_;: ' 3 33757‘3,687 9,016,]2] RESREL NIRS! ToATe A
‘ Production R LA B 7
Cyuipiient 20 33,930,543 32,130,028 47808402 28408 50
;']]l.\ N ,, o : o
et 20 2,050,287 1,230,484 26,441 I o417
_immpw'mlinn B o o
cqupment W 8,370,833 3,108,409 f, 26N 250 R0
Othee turnitug N - o -
and cquipment 20 1,357,975 969,662 [.271 425 it o
Work m progress - 4,172,988 — - 3451205 —
$100,302,827 $48 460,704 LU0 02086 SRR AR




4. Long-term delt 1981 1980

Agropur, Coopérative agro-alimentaire
Bank loans secured (A), at prime rate or prime rate

plus ¥, repavable in annual instalments until [49] £26,350,000 $24, 810,000
Senal debentures, 8% and 845 %, maturing from 1981 to 1988 2,259,000 2,796,000
First mortgage bond, Series "B, 8% %, maturing in 1451 473,000 923,000
Mortgage without interest, maturing in 1981 —~— 225,100

Notes pavable, unsecured, Yo or prime bank rate plus [,
maturing until TY86 1,042,943 717,500

Balance on purchases of shares of subsidiaries,
Yzt and prime bank rate less 21 %, repavable

until 1496 2,224,007 I, 132,000
Other loans, K% to 16%, repavable until (491 1,015,264 ug] 325
Carried forward 33,364,214 31,619,425

Maturities

Subsidiaries

Bank loans, secured, prime rate [9NR 277,302 -

Muartgage bund, Series “A”, 12.636% [us7 301,125 350,025

Other loans, 8% to 164 1441 87,958 133,086
34,030,599 A2,103, 6460

Portion matuaring within one vear 4,227,431 2,930,897
$29,803,168 S29, 160,749

T

(A1 Bank loans include an amoeunt of $17 000,000 which s secured by firsUissue of 129 first mortgage Domds,
Sertes “C7, of a principal amount of $30,000,000 secured by a floating charge on all the assets of the
Coopérative.

Repavments of principal:

982 — 54,227 431, 1985 — 54,498,721, 1984 - &4 388,565
T9BS — 33,745, 194; 1986 —- $3,677,U66; subsequently - 513,493 622

5. Members’ capital
Che members” capital of the Cooperative i= variable and unlimiled as to the amonnt which may be assaed

Voting right< are vestricted e holders of ordimary capital and soch nghts are iminted By one vole per member.

the erdinare capital and the preterred capital Series “B7 are ot redeemable bul are convertible into prelerred
capttai which may be redeemed under certain conditiens. The preterred capital Series “A™ i redeemable by
resolution e the Board of Dircetors and the preterred capital Series 7C s redeeniable no later than 10 vears after
NS C.

Atvear-end, the members” capital ssued and felly pasd was as follows:

1981 1988

Ordinary capital $ 2,616,943 $ 2,80K,060
Preterred capital = Seres ©“A” 50,114,067 41,424,114
Preterred capital — Series B 4,662,553 4,466,497
Proferred capital - Series C” 1,111,444 964, 10B
$58,505,007 SAY L6 T0T

s __ m———r— -




6. Amalgamation of Québec-Lait inc.
Agropur, Coopertalive agro-alimentaire and Quebec-Lait inc ., its whollv-owned subscdion, amalgamated on
November I 1980 0 contormmity with a private Wil enacted by the Assemblee pationale duouebec The capital
vl the new cooperative corresponds to the capilal ol Agropur. Cooperative agro-alimentare as it eisted belore
the amalgamation.

Following e amalgamaton, the nnappropriated ecarmings of Quebec-Lait me delernimed as tellow - were
ftans=ferred o e general reserve on November 1019810

L napproprialed camings since the acquisition by Agropur, ('-nnir.'-cir.)li\ e agro-alimentane PR USRI
Cantribuled smplus ) |81 N85
Excoss ot appraised value of Tived assels gaer cost 27U NA

$3.534, 167

7. Investment in a subsidiary
Ihe Conperative acquired, etlective [anuary [ 198], all the shares of Beaudrye & Tacosie ing Iorv o considerabion
uf S.at e

Phis acquistiion, wbuch can be sununarized as iollow s, has bren accounted tor on the prrchase method:

[ived asseis S04, 44

CHher assels 7 REANLIE
1,697,855

Waorking capilal detficviency S 4

l.ong-term debt - B 286, 1=y

Delerred mcanie lases 53,714

400 345

1,285,462

Gocdwill fron acguisibion KA

S1,60H 008

ACQuIsition cost

I*aid cash 400 (K12

tong-lerm debt Foao0 o)

$1,600,009

Operating results are included i the consolidated financdial staterments sinee the eflective dale of acquisition,

8. Contractual commitments and cantingency
Fease commutments avaresated $1728 905 4l October 31 T9ST 0980 617535000 The dease capense sorn the
vear endimg Octoeber 31 1982 vl Deapiproximately 8o, 117

de o sante et de

U August 240 BN Agropar, Cooperalive agro-alimenbare rocesved trom te Comsis:
Lo Securite du Trav ol do s Quebes an assesspunt kon e sears 19780 1970 g Taso m The aoneant of =50, 240
Anappeal fothe notiee ol assessmenst was addressed o dhe Direcnon des service= tinancices ol thie Cantmission,
N provsion Das been made in the Hanoial latements tor this dsaessient

9, Investment lax credil
Phe Cooperative s chyible faran investment s creditor approamaiei »2 Dn 200 bicican e osed onlil 1986

10, I'osl balance sheet event
Seiopur L ooperative aero-alimentane, gomtly wath Faiterie Toval ees aveepled on Drecember 14
the =ale otter, sl sobaied on Y=t 710 1980 made by societe Cooperative Aupcofe des Mantres
Producienrs Tartrors do guebec Fardone des Dreductears de Joliedde (19700 Tec arleie SE-Cooorne Itee annd

I arterie O hes-Nous oo,

Tasy],
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Auditors” Report

[he Members
Acropur, Cooperabive agte-alimentare.
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Mr. President, Members of the Board of Directors,
Fellow Members and Associates,

As vou all know, 1981 was an extremely testing year from the
economic viewpoint,

Interest rates soared to previously unimaginable peaks. Energy
prices rose spectacularly. The recession aftected all sectors of
society, and consumers in particular. All these factors combined to
slow our growth noticeably in 1981.

Despite the difficult economic situation, I nevertheless am pleased
to tell you that your consolidated financial results were actually
excellent during this past fiscal year. Even if not too spectacular,
some real progress has been made. This strikingly demonstrates
the strength of your Coopérative, as well as its great capacity to
move forward despite most unfavourable conditions.

The business volume of some services, of course, dropped during
the vear, and results in other cases were negative.

But the overall balance sheet is favourable. In the current
ceonomic climate many enterprises would have been more than
happy to post such encouraging results as those we submit to you
here today.

During the 1980-81 fiscal year consolidated sales reached a total of
$526,934,546, an increase of $73 million or 16.1% over the
previous 12 months.

Your total assets also grew by $18 million during the year and
now stand at almost $141 million.

Earmnings before price complements to members and income taxes
were down slightly, last year, by about 5%. The 1981 figure was
$20,979,000, compared with $22,119,000 for the previous year.

This decrease was due to several factors, with exorbitant costs for
borrowing money certainly ranking first.

As an example, when that impertant project we now know as the
Fromagerie de Granby was first being studied in 1977, your
Coopérative was able to borrow money at interest rates of less
than 10%. Today, it's 18%.

Next, we could obviously speak about price increases for ail forms
of energy. These have repercussions in numerous areas: packag-
ing, transportation, manufacturing costs, and so on.

Finally, it should be mentioned that new indirect taxes have been
brought into effect, further reducing our operating income. For
example, unemployment insurance premium payments have in-
creased total wage and salary expenses by 1/2%. This increase alone
represents additional annual expenditures of $500,000 for your
Coopérative.

Without these unexpected and unforeseeable increases, earnings
would have been the highest in the entire history of your
organization!

Notable Events

Among, the most notable events of the year we would certainly
have to single out the renewal in March of the agreement under
which your Coopérative supplies Kraft Limited with cheese,
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This new apreement is for a tive-year period, representing the
second sepment of a 15-year contract we signed with this manu-
facturer in 1975,

Finally, we should not overlook the expansion of vour Ceopera-
tive’s Head Office in Granby. Our present needs made this addi-
tion essential. Amung other things, it cnables us to centralize our
services to better effect and facilitate communications between
INanagers,

Industrial Milk Division

This Division’s sales rose to $363 million during the vear just ended,
representing an increase of S50 million or 16.5% compared with
the preceding vear,

Milk callections totalled 866,000,000 litres, a 5.4% increase over
the 1980 volume. Agropur milk collection volume now stands ot
about the 1976 Tevel, before the catastrophic reduction in markot
quuolas.

Milk collections from our members increased by 4.7%. By com-
parison, milk purchases climbed by 28% and now total 39,000,000
litres.

Cheddar and other firm cheeses, our principal production in
termes of volume, were down by about 19 this vear. This slight
decrease was the result of decisions by our customers to slow
down purchases or reduce inventories, because of high borrowing,
costs.
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Soft cheeses, Bric and Camembert amoeny them, produced much

moere positive results, with volume increasing by 17,370 ever Lhe

Previous vear.

Production of evaporated milk for export alse grew quite satisfac-
torily, reaching 1,840,000 cases. This was anincrease of 127 over
the vear before.

Butter and skim milk powder production alse increased substan-
tiallv. Butler output rose to 13 million kiloprams, from the previ-
ous vear’s 10,3 million kilos, and skim milk powdoer preduction
climbed from 20 million to 25 million kilograms. These increases
resulted from higher milk collection volumes, reduced demand
tor firm cheeses and lower fresh milk sales.

Due to the nature of its operations, the Industrial Milk Division
was particularly affected by the unprecedented increases in
enerpy costs during the vear, Those were up by 35"s over the
previous vear, o almost 7 million annually for enerpy costs
alone.

Maintenance costs also reached a new plateau, cimbing 1o mere
than $2.3 million for the vear, an increase af 310 over the
previous fiscal vear.

[hose fow figures are enoush to demonstrate how inflation and
pulitical decisions have affected our manufacturing costs and, as a
result, selling prices of vur products.

Numerous alterations and renovations were made to the IFluid
Milk Division's existing plants during the vear. Amoeny the more
netable mprovements were:

® Expansion of the De Beavjeu plaot to increase production of
Bric and Camembert cheeses by more than 604,

e Renovation of the old Granby plant te modemize the vogunt
processing equipment and increase storage capacity.

® Addition of a tourth receiving bav at the Bon-Canseil plant.

® Construction of a new warehoeuse for storing evaporated milk at
La Pérade, as well as a new svstem for inspecting milk cans
before they are packed in cartons,

® Renovation of the milk collection depot at the De Beaujeu plant.
This facility is now large ernough to handle milk collectivns that
previously had to be sent to the Huntingdon plant, which was
sold dunng the vear as an cconomy measure,

Throughout the vear, Agropuor engineers devoted enormous
amounts of time and energy to alter our plants so they can con-
form with Québec environmental protection service requirements,

For example, o pH correction basin and new waste swater treat-
ment and cantrol svstems were installed at the Fromagerie de
Granby. Still larger amounts of meney must be mvested in the
future for works of this kind.

Amony those planned for the nest 12 months are construction ot
a waste water purification plant using the anacrobic process,
along with an acrobic treatment sestem. This will permit the re-
cupuration of methane pas to be ased as a back-up fuel for steam
builers.

Waste water puarification processes in some of our plants must
also e analvzed and altered extensivelv, All these expenditures
will obviousiv increase our operating costs.



Our Fedomcdl Sercrce devoled special attention to various muatters
during the past vear.

Among them we could mention:
o quality cantrol of milk collected trom farmes;

® varinus lests made at the Plesstsville plant and the Fromagerice
de Granby to find o new method tor manutacturing skim milk
powder containing partially hydrobeed lactose:

® rescarciy in cooperation with the Schenley distillery to pertect a
new cream-whiskey liqueuas, based on g special milk ntisture
prepared at our Lebeau Street plant in Montreal;

o preparation of plans for a new laboratory to look for new wavs
to add eatra values to milk products and put the brakes on
steadily increasing conventional processing costs, Constradtion
should begin during the winter,

Asvew are aware, Lhe Siles Sormias was mmpluid\ restructured
L'llrlne_“ 19580, and these changes began to bear fruit dusing the
19851 tiscal VOAT, Sales of anlaﬂ '\o:Hurl mcreased b\ 2-‘.3"n in )
terms of volume. This was a very impressive record, movies o
the fact that there was no overall growth i vogurt consumption
in Canada as a whole during the vear.

Agropur launched a new variety of breakfast-vogurt on the mar-
ketin March 1981, This new product has already won a good
Share of the market and we are very optimistic at this stage.

In June 1981 a new 220 butterfat evaporated milk was introduced
untder the Crino fabel, as well as a new one kilogram size of in-
stant skim milk powder.

In October, this Service offered consumers a new one kilogram
package of Camoembert cheese under the Marquis de Vaudreuil
label.

Wo are now ina position to analvse consumer reactions to these
new products during the coming vear.



Fellowing several months of studies and inter-coaperative discus-
sions during the vear, the Sales Service decided o market-test a
new prestipe butter product under the Savourin label in the Sher-
brooke region. Preliminanc results are highly encouraging,

Fluid Milk Division

Fhe vear just ended was one of the most difficull Tor this Divisien
since vour Couperative entered the tluid milk market. Consoli-
dated earnings betore taxes were only $1LE50, 875, compared with
$2,001,587 during the previous vear, Numerous factors contri-
buted to this:

® extremely lively competition in the Montréal market;

® energy costs, which increased much more rapidly than selling
prices;

& increased packaging costs, which represented an additional
S330.00K) in expenditures for this Division alone;

® the price increase decrecd by the Farm Marketing Board was
! sufficient to compensate entirely for higher manufaciunng
casts in 1981,

Net comsolidated sales of the Division totalled $145,950,000, up by
[9% over the previous vear's 5122,658, 758, Fluid milk coilections
increased by 4.9% to a total of 180,439,819 litres. These results en-
vanirage us to be optimistic, in view of the fact that the Quebec
market as a whole prew by only 2% during the same period.

Production of hard 1ce cream was up by 5.5%, the best increase
since the 1973-74 fiscal vear. This per!n:nmnu 1w all the more re-
markable considering that the market for this product has been
shrinking steadilv, with the largest drop in a decade reported last
vear, Production of soft ice creams and trozen treats held steady
al 25,042 537 litres,

e Marketing Service dropped the “Cremerie Union™ brand dur-
ing the vear in tavour of the Québon brand.

This changeover was made with greal flair. Making good wse ot
modern communications, the Service organized a press confer-
ence, staged an advertising campaipn on radio, in newspapers
and with billboards in the Mauricie region.

I'he Service also decided to launch several new products, Among,
them werer a new ice cream flavour, spumuani, offered in 1 litre
and 1136 litres sizes; two new flavours of trozen pudding pops;
a new chocolate coated orange sherbet (Space Bar); a new 500 g
size of 2% cottage cheese; and a new 230 g size of pineapple
cottage cheese,

[t should also ke pointed out that the Marketing Service conducts
an enormoeus amount of rescarch to diversify the Division’s pro-
ducthion and ofler consumers omginal and unusual products,

Thanks to Provigo’'s acquisition of Dominion Stores, our dairy
products and Québon e cream are now available ta consumers
in all those supermarkets which were previouslv owned by the
large Ontario distributor.

You will alse coertainly be interested to know that Agropur prod-
uets are now distributed in 73% of all potential sales marketsin
our territory.
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Furning now o praduction tacilities, the computerized pasteuri-
cation and homogenization svstem at our Ville 5t Laurent plant
is now working satisfactoriiv. The plant can now process up to
650 000 [itres of milk a day.

Toimprove quality even more, vour Cooperative decided during
the vear to hire a technician whose sole duty is fo visit producers’
farms and make necessary recommendations to ensure that milk
callected meets the highest possibie standards.

While on the subject of quality improvement and control. 1 am
happy to report that the ice cream upgrading programme which
we began in 1979-80 has now achicved all our vbjectives. The
marvellous taste of our ice cream won us another “Lvs 'O, an
hartaur irtwhich we can all kike pride. '

During coming vears substantial invesiments must be made to in-
crease production capacities at eur Ville 5t Laurent and Montreai
North plants to satisty the growing necds we now taresec,

Despite the appreciable expenditures which will be required,
Agropur is conbdent that the IFlaid Mifk Division will attain its ab-
jectives during the coming vear. Management and hnancial con-
trol methods implemented during the past 12 months will be of
great help in reaching those objectives.

Farm Supply Division

This IJivision's results closely reflect the econontic recession we
are now enduring. Soaring interest rates and production costs
have not been totally offset by increased selling prices for our
products.

Fven though the Divisions busmess volume increased by 4.8%
during the vear, compared with 1979-80, expenses increased more
rapidiv than gross margins, ~o that results were on the negative
side for the vear.

Feed and Certihzer Service results were satisfactory, on the whole

Feed mill volume was unchanged from the previous vear, with
increased prices largely ta blame for this stagnant periomuance.
Awa result, feed deliveries o our members dzuppod by [4%
during the past twelve months, Volume now stands at 538,300
melric tons.

Seed pramn sales increased 43% in volume, to a total of 490 metric
(s,

Fertilizer sales were much improved during the vear. Volume in-
creased by 21%, with mare than 8,900 metnc tons of fertilizers of
all kinds wold to our members during the fiscal vear. Half of th|~.
volume was delivered during the months of April and May,

geod indication of our arganization’s capacity to satisty demand
during peak periods. Volume of bulk fertilizers excecded that of
bagped praducts for the first thue this vear, accounting tar 35%. of
the total.

Velertiary wnd {ioestock Serone volume was up by 105%0 Thisin-
crease was due largely to the merger during the vear ot the
Poretiry wnd {oestock Sevvice with the Velerpny Sercwee, as well as o
the fact that animal health care products are now sold inour
branches.



The veterinary pharmacy in Granby was moved to.a new loca-
tion, next to the farm accessorics store. The pharmacy is now bet-
ter stocked, and can offer an improved quality of service to mem-
ber Tt is worth noting here that having a veterinary within the
Cooperative has some dcflmtu advantages that cannot always be
translated in accounting terms.

The Hog Rinsing Service marketed 18,691 hogs during the fiscal
year, a drop of 22% from the vear before. Although results were
excellent on the teehmical level, this Service also made a negative
contribution.

How prices increased by 307 during the 12-muonth perod, but
this wasn't cnough to compensate for higher feed prices and
other costs hop raisers had to face.

The Farm Accessories Service (formerly Hardicdare) saw its business
volume drop by 3% from the previous vear.

This slight decrease was largely the result of the Granby store dis-
continuing distribution of such products as butter, cheese, dog
feod and rabbit feed. The latter two products are now distributed
by the Feed and Fertilizer Service.

The Farm Macliinery Service was the most severely affected by the
present econemic context, with tractor deliveries to members
down to the lowest level in eight vears.

Sales of replacemient parts increased by 59%, however, and de-
mand tor specialized labour was up by 55%:. Both factors helped
the Service increase business valume by 10% over the previous
fiscal year.

The Memdwership Relabons Service was kept busy last vear puatting,
into practice lho conclusions arrived at by the [950 d.\lr\' coopera-
tives (nnbrms on the theme: “Mediation in the (_nnpumll\ <
Movement”

Management was especially interested in the two facters that
furm the basic framework of the farm cooperative movement: the
member and his family.

The Service has torged closer links with the membership and in-
creased its exchanges with the agricultural team.

The Compcations Service, forits part, put a tremendous amount
of enerpy into eftorts to breathe new life into the cooperative
movement by highlighting some perfect examples of individual
and collective cooperative action as found on the parish Tevel,

As a result, the regional assemblics took an a new look during the
vear. Tastings of dairy products were organized, serving as a pre-
toxt for getling members together for more serious meetings in-
tended to promote dialogue at all levels.,

The Animators also went back to the grassroots of the cooperative
movement during the past vear, Urgam/m}_, more intimate mect-
ings. In order to slnml}alc participation, members sat at tables ar-
ranged ina U pattern. and microphones were banned.

Other Animators directed their energies inte discovening the real
needs of their membership, Working, with the help of cooperative
advisors, they made inventories of the human resources in

vach pansh.

Thev alse held numerous information sessions t learn more
about the members’ hopes and needs,

In order te lmpruu vour Cnnpcmll\ ¢ s efficieney even more, the
Milk Collection Service acquired seven now routes, in addition to
those already operated by the members. Four other routes oper-
ated under contract were also consolidated in order to rationalize
the collection service.

Last but not least, milk pickup frequencies were increased during,
periads of under-production to satisfy the rigorous needs of tluid
milk producers and to raise the peneral quahty of industnal milk
collections.

The Duiry Egrapment Sereree eut back by installing fewer new bulk
storage lanks than in the previous vear, and made a much larger
number of repairs. In addition, it sold 49 used storage tanks to
various members,

The calibrations of 718 bulk tanks were alse checked, to ensure
that cach member receives fair compensation for production.

The mwobile units operated by this Service prove more and more
indispensable every dav, it should be noted.

The Hueman Resonrces Service continued its training programme for
executive personnel.

It alzo set up a welcoming sermvce to ensure more rapid integra-
tion of new executives by supplying them with necessary data to
pive them a better knowledge of Cooperative procedures.

Aninternal newspaper for Agropur personnel and their families
was also produced, with the aim of stimulating connmunications
botween employees.
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Cla Vo Lictee” was chosen as the name tor this newsletter in a
cantest organized among emplovees. The tirst issoe af this
Bimonthly publication appeared in October 1981

It should also be noted that we got through 981 with no major
labour conflicts. Several collective agreements were renewed
without any work stoppages by the unions concerned.,

During 1981 the Mrovinee of Quebec Chambre de Commerce or-
s o
panized a large contest, the “Mercuriades”, to reward the excel-
lence of Quebec entorprises in various sectors of achivities.
Among the 434 enterprises that took part, T am pleased to sav that
Agropur received a “Mercure” trophy for its achicvements in
respecting environmental quality.
Organizers of the competition also wvarded vour Cooperative a

& b
mention for quality of lite within the nrgam/allnn This was a

welcome reward tor Agropur’s eftarts in the health and waork
safety tields.

While on this subject, Tam happy to tell vou that during the vear
the Preveition, Healthe ond Tyggene service reached a number of
agreements with different medical chinics to provide emploveesm
ourvanous plants with even more complete healtl and work
safetyv protection,

Finally, and thanks to the close conperabion between our

emp]u\ ees and their representatives, satety committees have been
setupin all eur plants. These comnultees have made a greal con-
tribution towards improving work safety measures and reducing
the number of accidents.

Before ending this “grand tour’” of vour Cooperative’s activities
over the past fiscal vear, T would like to tell vou something about
our Treastrny Serice.

In view ot the current economic stagnation, it became imperative
that extremely rigorous control measures be put inte effect to re-
duce operating costs to the utmast possible extent.,

[he Treasury Service was completely restructured during the vear
tor this purpose, and several other arrangements were also made,
with the overall aim of reducing general costs even meore.

Spedial vigilance is being excercised at all adnmianistrative levels
Inventaries are being kept as low as possible. Pressures have been
applied to collect accounts receivable withi the shortest possible
time.

At the request of the Board of Directors, the Treasume Service also
studicd the possibibty of abtaining preater flesibility ot action
within the standards set by the lendimg institutions, When ag-
cepted, the new procedures will make it possible to obtain loans
on better terms,

e Service is now exploring nesw fmancing methods such as
bhanhers” acceplances, investments, short-term loans,

Several meetings were held during the vear for the purpose o
establishing a new capital structure. Various hypotheses were
analvred and some were studied turther by members at ditferent
meetings organized bv the Animators.
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Conclusion

[ would not like Lo finish my remarks svithout giving vou my
thoughts on the ditficult perind we are now undergoing. Those
whoTook at things through dark glasses see future prospects as
rather sombre.

Lihe any manutacturing operation. ours is 4 major user ot raw
materials and energy. Obviouslv then, mflation and high interest
rates have o strong impact on us,

F'o ths muost be added anather Llactor divectly related to our situa-
tivn as a supplicr ol foad products.

We are now secing  ~trong concentration ol foed relailing chains
in Quebec Provinee. In order to nepotiate sith these anan equal
foating and o protect vour interests, we must be strong and skill-
tul.

Along with these concentrated retailing ettorts, nunmerous con-
sumer groups muost be taken into account i our planmimg. Moti-
valed by trondy ideas, the latter proups are becoming increasingly
achive and demanding, Unhappily, they tend to forget that
consumers in ;;cnvml will one dav have to foet the Bill for all
these demands.



Caught in the middle between the contradictory demands of
these two pressure groups, it is no surprise that vour Cooperative
sees s maneuvernng room — and its operating margins - be-
coming ever more restricted

Axif these problems weren't enough, the Federal dairy policy
adds another dose of uncertainty to an already extrermelv unstable
situation.

Nevertheless, if we look at the stuabon as a whole, the current
economic stagnation should stimulate rather than discourage us.
Paradoxical as it may seem, the present conditions clearly reaffirm
the vital role cooperatives have to play in the Quebec and Cana-
dian economies. This is especiaily true for Agropur.

Regardless of today’s cconomic conditions, and no matter how
grave the ¢risis mav be, we are in a much better position than
other enterprizes W continue our growlth and progress. The
reason is that, as a cooperdti\'u, our goal i= not solely profits. Qur
primary role is to offer consumers the besl }"(M\I\Jlt-‘ prndmh on
the best possible terms, while obtaining maximum benefits for
the members.

I we examine the past tiscal vear's figures, we note thal there has
been a decrease in carnings distributed to members. However,
due to the wider range of pradacts we are offering cansumers,
and the extremelv interesting market opportunities that we ofter
our distributors, our business volume rose substantiallyv during,
the vear.

Isaid it before and will sav it again: many companices would be
estremely proud il thev could report results as encouraging as
ours were during this past fiscal vear.

There 15 no doubt whatever in my mind that in the vears ahead
cooperatives will become even maore impaortant for our farmer
producers than they are al present.

As time goes by, they will be confirmed even maore clearly in their
role as the only instrument capable of ensuring members markets
tor their production and availability of farm supplies on the best
possible terms.

In closing, Iwant to thank the Board of Directors, along with all
aur members, executives and staff for their commitment to this
great collective social and economic activity that we know as
Agropur, Coopérative agro-alimentaire.

RAYNALDY GIROUX, Agronomist

PN

General Manager



“More and more,
the consumer’s food basket
must guide our tractors”

The farmer’s vital role in society is to feed
the people.

In addition to producing basic foodstuffs,
the farmer also entrusts his cooperatives
with the tasks of processing and dis-
tributing his production. By so doing he
has closer contact with the public and
plays a doubly useful role for consumers.
The tarmer’s marketing cooperative is
the tool which helps the producer to
control his destiny better.

We live in a swiftly evolving society with
extremely rapid communications. The
survival and growth of our agricultural
industrics are ever more closelv linked
with our ability to listen to consumers’
wants and provide their needs.

It is truly a fact that, more and more,
the consumer’s food basket must puide
our tractors.
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