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To date, IT has developed the vision, strategy and
roadmap; gathered business requirements; analyzed
various solutions; and, purchased key software
components. IT will begin implementation in 2013 by
addressing some of the Food Department’s and the
Petroleum Department’s requirements.

PORTFOLIO MERCHANDISE MANAGEMENT
JDA Portfolio Merchandise Management (PMM) has been
selected as the future foundation of retail merchandising
systems at FCL. PMM is a leading supply chain solution
and will be the central hub for the management of items
throughout their life cycles; vendor information and
terms; inbound and outbound orders; costing and pricing;
execution of promotions; and, interaction with point-of-
sale and financial systems. Documentation of the existing
legacy mainframe applications has been completed and
this multi-year, three-phase project will commence at
the start of the 2013 fiscal year. The consolidation of a
number of existing systems into a single, cohesive system
will set the stage for future growth and capability, and
retails will directly benefit from optimized business
processes and enhanced functionality. As a major stride
forward, this initiative will extend the inventory visibility
to the retail store level and greatly improve planning
capabilities throughout the supply chain of the CRS.

BUSINESS PROCESS RE-ENGINEERING

In 2012, IT introduced Business Process Re-engineering
(BPR), which is a structured and collaborative
approach to developing better solutions by analyzing

and optimizing business processes for upcoming IT
projects. BPR takes a business view of the current and
future needs, identifies opportunities to improve and
delivers effective solutions that support IT-enabled
transformation. BPR partners with the business to
analyze Current “As Is” State, visualize Future “To Be”
State and map out a clear path to better processes and
improved performance. The “process maps” produced
by BPR can be leveraged to support IT solution design,
employee education and other efforts at continuous
improvement. Business Process Re-engineering is one
way business and IT are working together to more
effectively serve members and customers.

Analyze

Current

“As Is”
State

Manage

Transition

Define Future
“To Be” State

Business Process Re-engineering (BPR)

2012 Annual Report 21



Operational Support

Eric Lawrenz
Vice-President
Operational Support
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The Operational Support Business Unit encompasses
warehousing and trucking operations as well as Co-op
facility development. The Retail Facilities Department
provides retail co-operatives with planning and
development support for new construction, expansion
and renovation of food stores, home centres, agro
centres and convenience stores. The Petroleum
Facilities Department is involved in both the design
and construction of bulk plants, gas bars and
cardlocks, as well as supplying and servicing retail bulk
petroleum delivery trucks. The Logistics Department
is responsible for the safe and efficient flow of goods
from suppliers to FCL's five distribution centres and
through to retail co-operative stores.

TRUCKING

The highway trucking fleet consists of 230 merchandise trailers and
165 petroleum tankers hauled by 37 company drivers and 230 lease
operators. The merchandise fleet travelled 16.6 million kilometres

and hauled 530,977 tons of product. The petroleum fleet consists of

33 nine-axle tankers and 132 eight-axle tankers. The petroleum fleet

travelled 44.9 million kilometres and hauled 3.1 billion litres of fuel.

WAREHOUSING

Work was completed on the Home & Building Supplies warehouse
expansion in Calgary. 75,000 square feet were added to the warehouse
complex to provide space for new product lines and capacity to meet

future CRS service requirements.

The Saskatoon Food warehouse expansion has progressed well
during the year. The dry grocery expansion of 135,000 square feet
was completed in October along with a new employee entrance, an
employee service area and offices. The project will be completed in
2013 with the addition of 29,000 square feet of freezer capacity and

renovation of storage areas for perishable goods.

The Warehouse Operations Department continued to focus on

productivity, service level and quality.



RETAIL FACILITIES

In addition to facility development expertise, the Retail
Facilities Department also provides retail co-operatives
with land acquisition services and property management

guidance related to landlord/tenant activities.

In 2012, the department continued to improve on energy
efficiency in food stores by adding new and emerging
refrigeration technologies and through increasing the
use of LED lighting in signage, exterior lights and
refrigeration.

Standard floor plans for convenience stores were updated
to ensure the increasing product programs and services
could be accommodated, and to change the structural
and other building specifications with the view to

controlling construction costs.

The department is supporting the new corporate
brand initiative by developing signage concepts
for implementation at new and renovated retail
facility projects.

The proper use of the Co-op Shield and Wordmark are

also being incorporated into all exterior signage to

ensure standardization across the system.

PETROLEUM FACILITIES

The Petroleum Facilities Department continued to
construct modern and efficient petroleum facilities

for both retail co-operatives and FCL corporate sites.
These sites have proven to be extremely functional and
continue to enhance the image of local retails in their
communities and grow their petroleum businesses.

The department worked on 331 automotive (gas bar,
cardlock, convenience store and car wash) construction
projects and 31 bulk plant construction projects during
the year. In addition, retail co-operatives purchased

43 new petroleum delivery units (3 single-axle, 23
tandem-axle and 17 tridem-axle) through the

preferred truck supplier program.
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Retail Operations & Market Development
Business Unit

The Retail Operations & Market Development Business
Unit works directly with retail co-operatives to enhance
financial results and maximize Lifetime Membership
Benefits. The business unit provides marketing,
merchandising, financial, human resource and operational
services to retail co-operatives from region offices in
Edmonton, Calgary, Regina, Saskatoon and Winnipeg.
Retail viability, profitability and market growth continue to be the

fundamental focuses of the business unit. To help ensure that these areas
receive increased attention, a new Director of Retail Operations & Market

Development position was created and filled during the year. In addition,

Gerard Muyres the Retail Accounting function moved from the Treasury Business Unit
Vice-President to the Retail Operations & Market Development Business Unit. This
Retail Operations & reorganization helps ensure a stronger working relationship between
Market Development Retail Operations and Retail Accounting functions for the

betterment of retail co-operatives.

2012 was the second full year of operations for the Loss Prevention
Department. Retail co-operatives have endorsed the work of this
department by strongly supporting the purchase of system-recommended
surveillance equipment, security systems and other related electronic
tools. As well, the Loss Prevention Bulletin and Tip of the Week have seen
good acceptance and usage.

In the past year, 16 retail co-operatives have made solid business decisions
to form eight new co-operatives as a way to reduce costs and, more

. . importantly, increase the services their members receive from larger,
Reglon and Retail more diversified businesses that are better positioned to take on new
Operations Directors: challenges. The Retail Operations & Market Development Business

Trevor Livingstone Barry Manovich Doug Wiebe Dean McKim Barry McPhail
Edmonton Calgary Regina Saskatoon Winnipeg
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Unit continues to work with retail co-operatives who want

to work together to create efficiencies, reduce costs and
increase member services wherever possible. The sharing of
fuel deliveries, bulk plants, accounting, management services,
building estimates, accounts receivable, bin hauling and
security services by retail co-operatives are other examples of
initiatives that have resulted in cost reductions, larger profits
and ultimately larger patronage refunds returned to individual

co-op members.

Having quality, well-trained people to manage retail
co-operatives has always been one of the key components of a
successful co-op. For this reason, there has been an increased
effort to ensure that retails are making full use of the training
programs which will enhance the service experience customers
receive at their local co-op. Working closely with retail
co-operative general managers, the business unit has placed
greater emphasis on identifying people with the competencies
and desire to take on leadership roles at retails and then
ensuring there is a personalized training plan suited for each
individual. These initiatives will ensure there are capable

people ready to lead retail co-ops into the future.

During the year, the business unit assisted retail co-operatives

with identifying and evaluating 46 major projects that have

resulted in new or modernized facilities. In addition, retails
also received the same assistance on 133 smaller-scale
projects (i.e. under $1 million). This commitment by retails
to grow and maintain modern facilities has once again
supported record sales achievements.

Executive Management Committee

The Executive Management Committee (EMC) is comprised
of retail co-operative general managers elected by their
peers to represent each region, as well as the CEO of Calgary
Co-op who is appointed to the committee by FCL's CEO.

The EMC advises FCL's CEO and Senior Leadership Team on
CRS marketing, operations and administrative initiatives. A
sincere thank you is extended to the members of the EMC
for their participation and contribution to this committee.

The members of the Executive Management Committee are:

Carol Rollheiser Camrose, AB

Ted Rodych Medicine Hat, AB
Deane Collinson Calgary, AB

Ken Bahuaud Assiniboia, SK
Ray Bourgeois Wadena, SK

Les Howard Beausejour, MB
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1CaA

International
Co-operative
Alliance
Statement on

the Co-operative
Identity

Definition

A co-operative is an autonomous association of persons
united voluntarily to meet their common economic,
social, and cultural needs and aspirations through a

jointly-owned and democratically-controlled enterprise.

Values

Co-operatives are based on the values of self-help,
self-responsibility, democracy, equality, equity and solidarity.

In the tradition of their founders, co-operative members believe
in the ethical values of honesty, openness, social responsibility
and caring for others.

Principles

The co-operative principles are guidelines by which

co-operatives put their values into practice.

1. Voluntary and Open Membership

Co-operatives are voluntary organizations, open to all
persons able to use their services and willing to accept
the responsibilities of membership, without gender,
social, racial, political or religious discrimination.

2. Democratic Member Control

Co-operatives are democratic organizations controlled

by their members, who actively participate in setting their
policies and making decisions. Men and women serving

as elected representatives are accountable to the membership.
In primary co-operatives members have equal voting rights
(one member, one vote) and co-operatives at other levels are

also organized in a democratic manner.

3. Member Economic Participation

Members contribute equitably to, and democratically
control, the capital of their co-operative. At least part

of that capital is usually the common property of

the co-operative. Members usually receive limited
compensation, if any, on capital subscribed as a condition
of membership. Members allocate surpluses for any or all
of the following purposes: developing their co-operative,
possibly by setting up reserves, part of which at least would
be indivisible; benefiting members in proportion to their
transactions with the co-operative; and supporting other
activities approved by the membership.

4. Autonomy and Independence

Co-operatives are autonomous, self-help organizations
controlled by their members. If they enter into agreements with
other organizations, including governments, or raise capital
from external sources, they do so on terms that ensure
democratic control by their members and maintain their
co-operative autonomy.

5. Education, Training and Information

Co-operatives provide education and training for their
members, elected representatives, managers, and employees
so they can contribute effectively to the development of their
co-operatives. They inform the general public - particularly
young people and opinion leaders - about the nature and

benefits of co-operation.

6. Co-operation Among Co-operatives

Co-operatives serve their members most effectively and
strengthen the co-operative movement by working
together through local, national, regional and
international structures.

7. Concern for Community

Co-operatives work for the sustainable development
of their communities through policies approved by
their members.

Manchester, United Kingdom, September 23, 1995
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Codeof ETHICAL STANDARDS

FOR CO-OPERATIVES

We recognize that this consumer-owned co-operative has a responsibility to respect, to promote, and to protect the

rights of consumers, and that these rights include:
* The right to safety « The right to be informed « The right to choose « The right to be heard

In support of its responsibility to appreciate the rights of consumers, this co-operative shall aim to observe and apply in
all of its activities, the following:

Ethical Standards 5. Comparison of co-operative merchandising, products,
1. All claims, statements, information, advice, and services, philosophy, principles, or practices, to those
proposals shall be honest and factual. of others shall only be made honestly and fairly, and

- . . . . without intent to harmfully disparage.
2. Sufficient disclosure of pertinent facts and information

shall be made to enable others to adequately judge the 6. The interests of the membership as a whole shall be
offered product, service, or proposal, and its suitability paramount to the interests of the institution.
for the purpose to be served. 7. The co-operative shall aim to be equitable in the
3. Due regard shall be given to public decency and treatment of its members.
good taste. 8. Knowingly advising or persuading individuals to take
4. Unfair exploitation in any form shall be avoided. action that may not be in their best interests shall
be avoided.

Application of the Code
Having acknowledged that the consumer has certain rights, and being resolved to conduct our activities in the interests
of the consumer, we shall, at all times, when applying this code or interpreting its intent, emphasize ethical human

relations and values rather than technicalities or legalisms.

Our test for compliance to this Code of Ethical Standards shall be the effect of a communication or action on the
ordinary or trusting mind. We recognize that it is not sufficient that a discerning, knowledgeable, or analytical person

may derive a correct interpretation if others may be misled.

The Code of Ethical Standards is adopted by the Board of Directors as an official policy of Federated Co-operatives

Limited, and is recommended for adoption by all retail co-operatives served by FCL.
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