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CANADIAN FOOD PRODUCTS LIMITED
67 WALKER AVENUE, TORONTO 7, ONT.

November 21st, 1968

To The Shareholders

We present the Annual Report of your Company covering its operations for the fiscal period October 1,
1967 to Septemh’?\‘z& 1968.

Total sales for the year were $21,982,261 and represented an increase of $630,299 or 3% over last
year. However, earnings from operations after taxes of $336,709 were $118,490 or 26% below last
year. As previously advised, sales and profits were adversely affected by a three-week strike earlier
this year. In spite of this setback, through aggressive sales promotion plans, sales recovered to some
extent, but unfortunately the adverse effect on profits was too great to make up.

During the year an amount of $817,118 was spent on capital improvements in the modernizing of the
bakery, improving some existing retail outlets and expanding our retail facilities. A combination unit
consisting of a Honey Dew Restaurant, Woman's Bakery and Ice Cream Parlour was opened in Barrie
as a prototype of one step in the modernizing of our retail outlets. We also opened a new Hunt's Bakery
outlet in the Toronto-Dominion Centre, Toronto, and a new outlet under the famous Fenton's name in
the St. Laurent Shopping Centre, Ottawa, Ontario. These particular units are mentioned because of the
merchandising technique used, or because of their strategic locations. Other units were redesigned
during the year and we propose to continue this program of modernization.

We extend to all employees, shareholders, customers and suppliers our appreciation for their support
and confidence given to us during the year.
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CANADIAN FOOD PRODUCTS LIMITED
AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET AS AT SEPTEMBER 28, 1968

ASSETS 1968 1967
CURRENT $ $

Cash and short-term deposits .......coociiiiiiiiiii e eeaas 1,702,624 1,586,053
ACCOUNTSIECEINADIO! oo i st st e s s A5 08 3 RIS NSRS e 926,699 983,897
Receivable an sale of fiXxed asset ....:voceiviniivmimsas s s 300,000 —
Special refuntdable faX ........i. s e st iy s s 40,252 33,580*
Mortgages receivable — current portion ...........cccceevevviiviiiieniiinneennnnn, 20,509 18,916
INVENTOFIES (NOTE 1) et e e et e e eaeeaans 774,001 811,957
Prepaid 8XpBNSOs: sy 106,710 106,316

3,870,795 3,540,719
OTHER ASSETS

Sundry investments and mortgages receivable, less portion due within
one year includedinfCUrrent a5Sets quvmanimrainmm v s e 256,159 235,963

Deferred charges, less amounts written off ... 80,454 129,528
336,613 365.491

LAND, BUILDINGS, EQUIPMENT AND LEASEHOLD INTERESTS (note 2) 5,216,145 5,473,247

EXCESS OF PURCHASE PRICE OF BUSINESSES ACQUIRED OVER NET
ASSETS .ovveovveervvesesssssessessssseessssensssasessssssssssesesesetesebs s sbsnesnsesenens 363,463 363,463
9,787,016 9,742,920

*Reclassified for comparative purposes

LIABILITIES 1968 1967
CURRENT $ $
Bank OVerdratt ....cc.cceeeveieriiecenieiasersrnmnnrrnnsnsssmssssssnsssnsnasssnsssssnassassnsies — 52,886
Accounts payable and accrued liabilities .............ccciiiiiiiiii s 1,278,782 1,329,814
DUE O PErEIt COMPANY . ecmmuamims it suaiiaes i s s s 89,221 -
BDividendipaVable :oousenmmpmmmss s e sssan s sy veoos 27,342 28,313
Income AN OthEE TAXES .....ounseorrerennmsnmssmsissaiiis i S i 107.312 163,333
DEMANT IDAN: covierermeonssansmnrsmsnmmsnsssnnssss sssosst sseesnnssmtnns ounssns b siiasibsaiaa - 55,000
Current portion of long-term debt ... 8,333 8,333

1,510,990 1,637.679

LONG-TERM DEBT, 7%, payable $8,333 annually 1968 to 1977, less
U BRI DO T I ™ e s srovstnsei et s it s s i S et o A A R B AT PSS 75,000 83,333

1,685,990 1,721,012

SHAREHOLDERS' EQUITY
CAPITAL STOCK

Authorized (note 3)
Issued and fully paid (note 3) —

18,394 first preference shares ........ccceeeevvremiciciiiiiiiiininnnnenneeas 919,700 963,550

18,062 second convertible preference shares ...........coovvvvevveennne. 903,100 924,000

730,828 commOn SHATES: ..o ssnmmsnrrrsssssssssses 1:112,700 1,112,700
2,935,500 3,000,250

CONTRIBUTED SURPLUS. .....ooeesunsssensnnsemeessnssnsssumsnss oot is i S50 sas e i 76,959 75,045
REFAINED EABNINGS iosiiv vyt isoss s tov s vps ssssnnsoas 5,188,567 4,946,613

8,201,026 8,021,908
9,787,016 9,742,920

SIGNED ON BEHALF OF THE BOARD
S. Fingold, Director

R. C. Beeson, Director



CANADIAN FOOD PRODUCTS LIMITED
AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 28, 1968

INVENTORIES 1968 1967

Inventories are valued at the lower of cost and net realizable value and consist of: $ $
Ingredients and SUPPIIES v it i it inr s s34 hnmns ad s s smeiinssngessaiinnrsnsssasssnnns 368,884 390,514
Products — in process and finiShed ............cooooiiiiiiiiiiiie e 405,117 421,443

774,001 811,957

FIXED ASSETS

Land, buildings, equipment and leasehold interests and their related accumulated depreciation or amortization are
classified as follows:
1968 1967

Accumulated
depreciation

Cost or amortization Net Net
$ $ $ $
LARE <.nommansmmmmss s i R 544 903 - 544,903 625,581
Buildings .... 2,081,109 703,673 1,377,436 1,616,448
EquUipment. ...coviiasesvins 7,508,555 4,655,657 2,852,898 2,804,496
Leasehold interests ...........cc.cccevivneeciennn..n. 2,119,262 1,678,354 _ 440,908 426,722
2,253,825 7,037,684 5,216,145 5,473,247
CAPITAL STOCK
Changes in capital stock for the ye follows: . Atnhorizd tspuod
FRETMETS as e Number of Par Number of Par or
First preference shares shares value shares stated value
($50 par value) — $ $
September 30, 1967 ... 19,271 963,550 19,271 963,550
Purchased for cancellation during year 877 _ 43,850 877 43,850
September 28, 1968 ...........cccoooimovviieeren, 18,394 919,700 18,394 919,700
Second convertible preference shares
($50 par value) —
September 30; TO67 wuiusniisiiie it mmnnnmnes 18,480 924,000 18,480 924,000
Purchased for cancellation during vear ................ 418 20,900 418 20,900
September 28, 1968 ...........c.cccovoveeeereeeernn, ~ 18,062 903,100 18,062 903,100
Common shares
(N0 Par VAW ) i st 555 nn st s ama s sasmsn s pos s 1,006,678 730,828 1.112,700

The first preference shares carry a cumulative annual dividend of 6% and are redeemable at a premium of 20% plus
accrued dividends. The second convertible preference shares carry a 6% cumulative dividend, are redeemable
(subject to certain restrictions) at a premium of 20% plus accrued dividends and are each convertible at any time into
6 common shares. The company is required (i) to apply 15% (10% after aggregate par value of first preference and
second convertible preference shares is less than $1,500,000) of consolidated net earnings of the preceding year after
preferential dividends to the purchase for cancellation or redemption of the first preference shares and second
convertible preference shares, and (ii) to purchase for cancellation or redeem at least 500 first preference shares and
second convertible preference shares in the aggregate in each year, subject to certain conditions. At September 28,
1968, $229,159 has been applied in excess of requirement (i) above and 8,431 preference shares have been
purchased for cancellation in excess of requirement (ii) above, which excess can in each case be used to reduce the
redemption or purchase for cancellation requirements of future years.

Subsequent to September 28, 1968, the company purchased sufficient first preference shares and second convertible
preference shares to reduce the aggregate par value of all such preference shares to less than $1,800,000.
Accordingly, the restrictions on the payment of dividends on the common shares no longer apply. The first preference
shares and the second convertible preference shares are entitled to one vote per share at all meetings of the share-
holders of the company.

INCOME TAXES

Income taxes have been calculated after claiming maximum capital cost allowance, which is less than depreciation
recorded in the accounts by $30,000. As a result the total taxes otherwise payable for the year have been increased
by $16,000 while the net accumulated reductions to date amount to $543,000.

Income taxes for 1968 have been reduced by $38,000 on application of prior years’ losses of subsidiaries against
their 1968 earnings.

LEASES

Minimum rentals under lease agreements, principally for retail outlets on a percentage of sales basis, which extend
for more than five years from September 28, 1968 aggregate approximately:

1969 - 1973 $2,366,000
1974 - 1978 s 1,629,000
1979 - 1983 600,000
1984 - 1988 44,000

REMUNERATION OF DIRECTORS AND SENIOR OFFICERS

The aggregate direct remuneration paid or payable by the company and its subsidiaries to the directors and senior
officers amounts to $152,681.



CANADIAN FOOD PRODUCTS LIMITED
AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF SOURCE AND USE OF FUNDS
FOR THE YEAR ENDED SEPTEMBER 28, 1968

1968 1967

$ $
SOURCE OF FUNDS

Net earnings for the Year .........cooiiiiiiiii e 352,229 1,940,774
Add: Charges not requiring cash outlay —

Depreciation and amortization
(including $40,343 re closing of properties) ......c...ccccoeeeeen 676,123 625,863

Net loss (profit) on disposal of fixed assets ...........cocevivieenns 13,716 (23.712)
1,042,068 2,642,925

Sale of [nVestmenits (GOst) e v s R e — 300,000
Reductioniol MOIRGAGOS: | weswssssisssmmsnmmsnsssnsssiossinm s s o — 165,226
Proceeds on disposal of fixed assets usnmimunmmasssannses 384,381 102,832
Issue of common stock for shares of a subsidiary ....ccccooiviiiiiiiiis —_ 323,050
Decrease (increase) in deferred charges ..........ccoevviiiviiiiiieiiiinciieinnn 49,074 (29,267)

1,475,523 3,404,766

USE OF FUNDS

Additions to fixed assets and leasehold interests .........cccoooooiiieiinnnnn. 817,118 982,861
BDIVIHONS ..o cirn e s s s s e e S R e S R e s B 110,275 121,384
Purchase for cancellation of first and second preference shares .......... 62,836 180,242
Sundry investments and mortgages acquired ...........ccoccoiiiiiniiieeaanns 20,196 108,266
Excess of purchase price of businesses acquired over net assets ........ — 363.463
Decrease in long-term debt ..o e 8,333 51,621
1,018,758 1,807,837

INCREASE IN WORKING CAPITAL ....cooovveoooooeeoeoeeeoeeeeeeeeeeeeee 456,765 1,596,929

AUDITORS® REPORT TO THE SHAREHOLDERS

We have examined the consolidated balance sheet of Canadian Food Products Limited and subsidiaries as at September 28, 1968 and the
consolidated statements of earnings, retained earnings, contributed surplus and source and use of funds for the year then ended. Our
examination of the financial statements of Canadian Food Products Limited and the subsidiaries of which we are the auditors included a general
review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered necessary in the
circumstances. We have relied on the report of the auditors who have examined the financial statements of the other subsidiaries.

In our opinion these consolidated financial statements present fairly the financial position of the companies as at September 28, 1968 and the
results of their operations and the source and use of their funds for the year then ended, in accordance with generally accepted accounting
principles applied on a basis consistent with that of the preceding year.

McDONALD, CURRIE & CO.
November 15, 1968 Chartered Accountan:s



CANADIAN FOOD PRODUCTS LIMITED
AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS
FOR THE YEAR ENDED SEPTEMBER 28, 1968

1968 1967
$ $
BALANCE AT BEGINNING OF YEAR . oottt 75.045 74,587
Net discount on preference shares purchased for cancellation ............ 1.914 458
BALANCE AT END OF YEAR ....ooooiooooovoeeeeeeoeeeensees oo 76,95 75,045

CONSOLIDATED STATEMENT OF RETAINED EARNINGS
FOR THE YEAR ENDED SEPTEMBER 28, 1968

1968 1967
$ $
BALANCE AT BEGINNING QF YEAR .cvssnmmssmnvimmaisvessisimiatiges 4,946,613 3,127,223
Net earnings for the Year .........coovviiii e 352,229 1,940,774

5,298,842 5,067,997

Dividends —

FirsSt preferenica SNarBs v e msss s sy s s i s s s s 55,627 65,944
Second convertible preference shares .........ccocooiiiiviiieieeenn, 54,648 55,440
110275 121,384

BALANCE AT END OF YEAR ...ocovvoioveoeeeeeeeoeoeeoeeeeseeee oo eeeessoe e 5,188,567 4,946,613

CONSOLIDATED STATEMENT OF EARNINGS
FOR THE YEAR ENDED SEPTEMBER 28, 1968

1968 1967
$ §
SALES im0 21,982,261 21,351,962
EARNINGS FROM OPERATIONS BEFORE THE UNDERNOTED ITEMS .. 1,241,916  1,327.964
Interest on short-term notes and deposits ..........ccovcviiiiiiiiiiiiiiiicineennn. 92,250 35.896
Fire insurance Claim ..., — 27,955

1,334,166 1,391,815

Deduct: Provision for depreciation and amortization .............cccvuvevneee. N 6@80 578,7’?
Closet] Shop BXPONSES . omumsasiminsassie sy iy S vV T 111,047 91,029

Interest on long-term debt ... 5,963 9,682

D OGtOrS TEE5 i s R s S D e e SR 4,667 6,150

767,457 685,616

EARNINGS FROM OPERATIONS BEFORE INCOME TAXES  ovoovvo.o... 576,709 706,199
INCOME TAXES (NOE 4) vveveveeee e itoeeeeeeeeee st oo eeeeess e eeeeeee s 240,000 251,000
EARNINGS FROM OPERATIONS ......ooooovooeeee oo 336,709 455,199
NET GAIN ON DISPOSAL OF INVESTMENTS ... 15,520 1,485,575
NET EARNINGS FOR THE YEAR ... ovooovooeeeeeeeeeeee e 352,229 1,940,774
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