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New York BRAND® Bakery Bake & BreakTM Garlic Bread Loaf - 
Offered in two fl avorful varieties, garlic or garlic with cheese, this 
hearth-baked garlic bread bakes in under 10 minutes for a quick 
and simple addition to your evening meal. The top of the loaf is 
pre-scored to tear at the touch for easy serving and cleanup.

Marzetti® Spicy Avocado Ranch Veggie Dip - A new addition to our 
market-leading veggie dip offerings, the Spicy Avocado Ranch fl avor provides 
a “kick of heat” and is on-trend with today’s consumers that look to avocados 
as an appetizing source of heart-healthy fats.

OUR BRANDS

FINANCIAL HIGHLIGHTS
Years Ended June 30

Net Sales $ 1,191,109  $ 1,104,514

Gross Profi t $ 299,629 $ 257,692

Income Before Income Taxes $ 184,633 $ 154,552

Taxes Based on Income $ 62,869 $ 52,866

Net Income $ 121,764 $ 101,686

Per Common Share:

 Net Income – Diluted $ 4.44 $ 3.72

Cash Dividends – Regular $ 1.96 $ 1.82

      Cash Dividends – Special $ 5.00 $ —

Shareholders’ Equity $ 18.73 $ 21.23

Total Assets $ 634,732 $ 702,156

Shareholders’ Equity $ 513,598 $ 580,918

Weighted Average Common Shares 
Outstanding – Diluted 27,373

(In Thousands, Except Per Share Figures) 2016 2015

The Company’s marquee brands 

include Marzetti ,® New York BRAND
® 

Bakery, Sister Schubert’s® and 

Flatout.® Products sold under the 

long-established Marzetti brand 

include salad dressings, veggie 

dips, fruit dips and croutons. 

New York Bakery is the recognized 

leader in the frozen garlic toast 

and garlic breadstick segments, 

while New York Bakery Texas Toast 

croutons rank among the top 

retail crouton brands in the United 

States. Sister Schubert’s offers 

the top-selling lineup of dinner 

yeast rolls in the supermarket 

frozen section. Flatout is a leading 

fl atbread brand with placement 

in the deli department and 

product offerings that include 

oval-shaped fl atbread wraps, the 

unique Foldit ® line of fl atbreads 

and Artisan Thin pizza crusts. 

(a)

NEW 
PRODUCTS

Sister Schubert’s® ShareableTM Bread - Ready 
in minutes, this unique bread loaf pulls apart to 
make 8 rolls that are easy for sharing with no 
cutting or mess. The loaf is lightly brushed with 
honey and butter for an irresistible fl avor and 
perfectly sized for everyday meals. 

Marzetti® Simply Dressed® Tuscan Italian and Mediterranean Greek Dressings - 
These delicious vinaigrette dressing fl avors contain no preservatives, 

high fructose corn syrup, added MSG or artifi cial fl avors. 
Tuscan Italian brings together traditional Tuscan 
ingredients including garlic, red bell peppers 
and rosemary for a slightly sweet, 
savory dressing. Mediterranean 
Greek provides a tasteful fi nish 

not just for Greek salads, 
but any salad. 

580,918

27,373 27,327

(a) Balance refl ects reclassifi cation in
2016 due to the December 2015 adoption 
of new accounting guidance about the 
presentation of deferred tax assets and 
liabilities. With the adoption, our net 
deferred tax liability has been reclassifi ed 
as noncurrent. For June 30, 2015, $12.8 
million of current deferred tax assets were 
reclassifi ed to the noncurrent deferred 
income taxes liability. 



TO OUR SHAREHOLDERS

Fiscal 2016 was a year of significant steps and strong execution across our organization that resulted in record 

financial performance in net sales, net income and earnings per share, and a strengthened foundation for the 

future at Lancaster Colony. Including the benefit of the Flatout acquisition completed late in the third quarter 

of fiscal 2015, sales increased 8 percent and net income increased 20 percent.

Our retail channel sales mix grew to represent 52 percent of total net sales, benefiting from growth in our 

Marzetti®and Simply Dressed® refrigerated salad dressings, our licensed Olive Garden® shelf stable dressings 

and the addition of the Flatout® flatbread business. Frozen bread sales were a bit soft, but showed improvement 

as the year concluded. Pricing was also favorable as we moved to offset the impact of higher egg costs in  

various products. 

Our foodservice sales team kept busy on several key initiatives, most notably pricing and a focused rationalization 

program. They moved quickly to respond to higher egg costs attributed to the avian influenza outbreak by 

implementing higher pricing. As a result, our selling prices lagged the egg cost impact in the first half of the 

fiscal year, but flipped to favorable in the year’s closing months. In addition, the foodservice team executed 

a customer rationalization plan whereby we exited a small number of operationally complex products with 

shorter production runs that were not a good fit for our dressing and sauce operations. The rationalization 

program will continue to pressure sales into fiscal 2017, but we expect a resulting benefit to our overall supply 

chain efficiency.

Looking ahead, we continue to see consumer trends favoring fresh and nutritious products, and we are 

targeting product innovation efforts and acquisition searches on branded retail products that align with these 

trends, including product offerings merchandised in the perimeter sections of the grocery store. These efforts 

are reinforced by our strong position in produce departments with our Marzetti and Simply Dressed products 

and a newer presence in popular deli/specialty bakery departments with our Flatout flatbreads. In produce 

departments, we were pleased with the early progress of our new Marzetti Vineyard line of wine-themed 

dressings this past year.  

While frozen foods in general are not on trend today, we see growth potential in the frozen case for our New 

York BRAND® Bakery garlic breads and Sister Schubert’s® dinner rolls. Two of our most recent introductions in this 

space include Bake & Break™ garlic loaves from New York Bakery and Sister Schubert’s Shareable™ dinner rolls. 

Initial retail trade acceptance is meeting our goals for these new products, and we look forward to positive 

consumer response in coming months.

Foodservice products are also changing with consumer preferences and our culinary team is actively working 

with key customers to develop new products that meet their expectations. 

For fiscal 2017, we see ingredient costs favorable to last year, with the benefit declining as the year progresses. 

As egg costs have returned to more typical levels and our foodservice pricing adjusts accordingly, we will 

experience some selling price deflation in the foodservice channel. Operationally, our continuous improvement 
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efforts are moving forward with good success. An estimated investment of $20-22 million in capital projects  

is planned for fiscal 2017, including investments to enhance our productivity, capabilities and capacity.

Fiscal 2016 marked our 53rd consecutive year of annual regular cash dividend increases and, coupled with  

the $5.00 per share special dividend paid in December, we returned over $190 million to shareholders. 

This past year also marked the retirement of Bruce Rosa, our Vice President since 1998 and President of our  

specialty food business for the past 13 years. Bruce’s 41-year career with us contributed greatly to our growth 

and success. We appreciate his loyalty and commitment to build our business for the future.

We welcomed Dave Ciesinski to our executive team in April as President and Chief Operating Officer.  

His many years of food business experience have allowed him to get off to a productive start, and we  

look forward to his contributions for many years to come. 

Thank you for your continued interest and support.
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Business

Available Information

Specialty Foods Segment





Risk Factors

Increases in the costs or limitations to the availability of raw materials we use to produce our products could adversely 
affect our business by increasing our costs to produce goods.



McLane, a foodservice distributor, is our largest customer and an adverse change in the financial condition of its 
business could have a material adverse impact on our results of operations and cash flows. Additionally, the loss of, or a 
significant reduction in, our business with the underlying foodservice customers could cause our sales and net income to 
decrease.

Wal-Mart is our second largest customer and an adverse change in the financial condition of its business could have a 
material adverse impact on our results of operations and cash flows. Additionally, the loss of, or a significant reduction in, 
its business could cause our sales and net income to decrease.

Competitive conditions within our markets could impact our sales volumes and operating profits.

We may be subject to product recalls or other claims for mislabeled, adulterated, contaminated or spoiled food products.



Adverse publicity or consumer concern regarding the safety and quality of food products or health concerns, whether 
with our products or for food products in the same food group as our products, may result in the loss of sales.

We rely on the value of the brands we sell, and the failure to maintain and enhance these brands could adversely affect 
our business.



We rely on the performance of major retailers, wholesalers, food brokers, distributors, foodservice customers and mass 
merchants for the success of our business, and should they perform poorly or give higher priority to other brands or 
products, our business could be adversely affected.

Increases in energy-related costs could negatively affect our business by increasing our costs to produce goods.

Manufacturing capacity constraints may have a material adverse effect on us.

A disruption of production at certain manufacturing facilities could result in an inability to provide adequate levels of 
customer service.

The availability and cost of transportation for our products is vital to our success, and the loss of availability or increase 
in the cost of transportation could have an unfavorable impact on our business and results of operations.



Our inability to successfully renegotiate collective bargaining contracts and any prolonged work stoppages could have an 
adverse effect on our business and results of operations.

Technology failures could disrupt our operations and negatively impact our business.

Cyber attacks or other breaches of network or other information technology security could have an adverse effect on our 
business.

We are subject to federal, state and local government regulations that could adversely affect our business and results of 
operations.



We may incur liabilities related to multiemployer pension plans which could adversely affect our financial results.

We may not be able to successfully consummate proposed acquisitions or divestitures and integrating acquired businesses 
may present financial, managerial and operational challenges.

The loss of the services of one or more members of our senior management team could have a material adverse effect on 
our business, financial condition and results of operations.

Mr. Gerlach, our Chief Executive Officer and Chairman of our Board of Directors, has a significant ownership interest 
in our Company.



Anti-takeover provisions could make it more difficult for a third party to acquire us.

Unresolved Staff Comments

Properties



Legal Proceedings

Mine Safety Disclosures



Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Issuer Purchases of Equity Securities





Selected Financial Data



Management’s Discussion and Analysis of Financial Condition and Results of Operations

Our fiscal year begins on July 1 and ends on June 30. Unless otherwise noted, references to “year” pertain to our fiscal 
year; for example, 2016 refers to fiscal 2016, which is the period from July 1, 2015 to June 30, 2016.

The following discussion should be read in conjunction with the “Selected Financial Data” in Item 6 and our 
consolidated financial statements and the notes thereto in Item 8 of this Annual Report on Form 10-K. The forward-looking 
statements in this section and other parts of this report involve risks, uncertainties and other factors, including statements 
regarding our plans, objectives, goals, strategies, and financial performance. Our actual results could differ materially from 
the results anticipated in these forward-looking statements as a result of factors set forth under the caption “Forward-Looking 
Statements” and those set forth in Item 1A.

Business Overview

Summary of 2016 Results



Looking Forward

Net Sales and Gross Profit

2016 to 2015 



2015 to 2014 

Selling, General and Administrative Expenses

Operating Income



Income From Continuing Operations Before Income Taxes

Taxes Based on Income

Income From Continuing Operations

Discontinued Operations

Net Income

Liquidity and Capital Resources



Cash Flows





Revenue Recognition

Receivables and Related Allowances

Goodwill and Other Intangible Assets

Accrued Distribution

Accruals for Self-Insurance



Quantitative and Qualitative Disclosures About Market Risk

Financial Statements and Supplementary Data



Internal 
Control - Integrated Framework (2013)













Principles of Consolidation

Discontinued Operations

Use of Estimates

Cash and Equivalents

Receivables and Related Allowances

Credit Risk

Inventories



Property, Plant and Equipment

Long-Lived Assets

Goodwill and Other Intangible Assets

Accrued Distribution

Accruals for Self-Insurance

Shareholders’ Equity

Revenue Recognition



Advertising Expense

Distribution Costs

Stock-Based Employee Compensation Plans

Income Taxes

Earnings Per Share



Comprehensive Income and Accumulated Other Comprehensive Income (Loss)

Recently Issued Accounting Standards



Recently Adopted Accounting Standards

















Stock-Settled Stock Appreciation Rights



Restricted Stock



Defined Benefit Pension Plans







Postretirement Medical and Life Insurance Benefit Plans



Defined Contribution Plans

Multiemployer Plans



Deferred Compensation Plan



 Changes in and Disagreements With Accountants on Accounting and Financial Disclosure 

Controls and Procedures

Internal Control – Integrated Framework



Internal Control - Integrated Framework (2013)

Internal Control - Integrated Framework (2013)



Other Information

Directors, Executive Officers and Corporate Governance

Executive Compensation

Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Certain Relationships and Related Transactions, and Director Independence

Principal Accounting Fees and Services



Exhibits, Financial Statement Schedules

Financial Statements

Financial Statement Schedules.

Exhibits Required by Item 601 of Regulation S-K and Item 15(b



Chairman, Chief Executive Officer
and Director
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New York BRAND® Bakery Bake & BreakTM Garlic Bread Loaf -  
Offered in two flavorful varieties, garlic or garlic with cheese, this  
hearth-baked garlic bread bakes in under 10 minutes for a quick  
and simple addition to your evening meal. The top of the loaf is  
pre-scored to tear at the touch for easy serving and cleanup.

Marzetti® Spicy Avocado Ranch Veggie Dip - A new addition to our  
market-leading veggie dip offerings, the Spicy Avocado Ranch flavor provides  
a “kick of heat” and is on-trend with today’s consumers that look to avocados  
as an appetizing source of heart-healthy fats.

NEW  
PRODUCTS

Sister Schubert’s® ShareableTM Bread - Ready 
in minutes, this unique bread loaf pulls apart to 
make 8 rolls that are easy for sharing with no 
cutting or mess. The loaf is lightly brushed with 
honey and butter for an irresistible flavor and 
perfectly sized for everyday meals. 

Marzetti® Simply Dressed® Tuscan Italian and Mediterranean Greek Dressings - 
These delicious vinaigrette dressing flavors contain no preservatives,  

high fructose corn syrup, added MSG or artificial flavors.  
Tuscan Italian brings together traditional Tuscan  
ingredients including garlic, red bell peppers  
and rosemary for a slightly sweet,  
savory dressing. Mediterranean  
Greek provides a tasteful finish  

not just for Greek salads,  
but any salad. 



®

®

®

O U R  FA M I LY  O F  B R A N D S

Lancaster Colony 
37 West Broad Street, Columbus, Ohio  43215

www.lancastercolony.com




