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Financial Highlights

(Dollars in thousands, except per share amounts)

1982 1981

Sales $485,440 $442,541
Earnings before extraordinary items $ 16,721 $ 15,734
Per share $ 0.96 3 091
Net earnings for year $ 31,486 $ 13,750
Pershare $ 1.81 $ 080
Dividends $ 4,023 SOSN8
Per share $ 0.19 $ 0.16
Cash flow from operations $ 48,281 $ 42,183
Per share S 2 $ 2.44
Capital expenditures $ 76,149 $ 86,251
Number of employees 16,900 16,300
Hotel rooms in operation 12,528 12,265
Take-out and other food operating units 317 306
Transportation and warehousing units 2,950 3,030

Une copie de ce rapport en frangais
peut étre obtenue en écrivant au

Secreétaire de la Compagnie.




Report to Shareholders

On behalf of the Board of Directors we are pleased to present
the annual report on operations and the financial statements of
your Company for the year ended April 30, 1982. The following
are the highlights for the period.

* Sales revenue reached $485,440,000, an increase of 9.7% from
the prior year.

Consolidated net earnings (before extraordinary items) increased
by 6.3% to $16,721,000, or 96¢ per share compared with 91¢ per
share last year.

+ Cash flow from operations was $48,281,000 or $2.77 per share

compared with $42,183,000 or $2.44 per share in 1981.

The Company has reassessed its remaining investment in Florida
restaurant properties and in light of present depressed realty values,
has made provision in the accompanying financial statements for
an extraordinary loss of $1,600,000 net of tax to reflect the present
asset carrying value. This was more than offset by gains on the
sale of certain fixed assets during the year and, as a result, extra-
ordinary items for the year resulted in a gain of $14.8 million.

Operations

The Company operated at a very satisfactory level during the
first six months of the 1981-82 financial year recording a 22.5%
increase in earnings. Earnings during the second half of the year,
the low season for the Company's hotel and restaurant divisions,
were off considerably from the last half of the prior year. The decline
in the latter period reflects deepening of the current recession and
the sensitivity of the hotel industry to such conditions.

In June, 1981 the hotel division purchased the hotel at 345 rue
de la Couronne, Quebec City, which it had formerly operated under
a lease. In October, 1981 the division disposed of its investment
in the hotel at 1133 West Hastings Street, Vancouver, British
Columbia. This hotel continues to operate under the name Holiday
Inn Harbourside and is managed by the Company for a fee. The
net proceeds were employed to reduce floating rate bank debt.

In April, 1982 the restaurant division acquired the exclusive
franchise rights together with the operation of all Kentucky Fried
Chicken units in the Thunder Bay and Dryden regions of Ontario.

The transportation division has more than doubled in size during
the last two years with sales revenue rising from $29.7 million in
1980 to $77.5 million in the year just ended. A large part of this
increase is due to the acquisition, during the second guarter of the
1980-81 financial year, of major school bus operations in the United
States. The division successfully completed assimilation of the
acquisition during the year and, where appropriate, implemented
certain of its operating and administrative policies and procedures
into the U.S. operation.

Outlook

As this report is written, there are no indications of improvement
in the Canadian economy and we cannot help but view prospects
for an early recovery with pessimism. A significant and sustained
lowering of inflation and interest rates is required to restore consumer
confidence and, in turn, to stimulate demand for goods and services
of all kinds. Growth in earnings similar to that achieved in the past
several years will be difficult to maintain without an improvement
in the Canadian economy. We believe the transportation and
warehousing division, with its diversified revenue base, will continue
to operate at a very acceptable profit level. The hotel industry and,
to a lesser extent the fast food segment of the restaurant industry,
closely mirror the country’s economic activity and the 1982-83
financial period will present a marked challenge to management
of these two divisions.

BENSON ORENSTEIN

GEORGE R. GARDINER

Dividends

Dividends of 19¢ per share were paid during the year on each
of the issued and outstanding Class C shares and subordinate voting
shares (Common shares) of the Company, an increase of 3¢ per
share from that paid in the prior year. On April 27, the Directors
declared a semi-annual dividend of 12¢ per share payable July 2,
1982 to shareholders of record at the close of business on June
18, 1982.

Directors

On September 27, 1981 we recorded with deep regret the untimely
death of Albert Edwin Shepherd, Q.C. Mr. Shepherd had served
as a director of your Company since October 1980 and as a director
and senior officer of Commonwealth Holiday Inns of Canada Limited
from its incorporation in 1964.

In December last, David R. Beatty was appointed by the Directors
to fill the vacancy on the Board created by Mr. Shepherd’s death.
Mr. Beatty has served as an economic advisor and strategic planning
consultant to industry and to various levels of government in Canada
and abroad. His expertise in these areas provides additional
strength to your Board of Directors.

On behalf of the Directors, we extend sincere appreciation to
the Company's 16,900 employees for their loyalty and service during
the year. Their ability to respond to the constant changes in operating
conditions which prevailed was, to a large degree, responsible for
making the year a financial and operating success for the Company.

47(@%

Chairman

o

President and Chief Executive Officer




% r I] t I,E ?%?Jf({(()’{{ﬂfd

The restaurant division again achieved record sales and earnings
during the 1981-82 financial year. This was accomplished despite
reduced volumes which occurred during the winter and early spring
due to inclement weather and very soft economic conditions in all
market areas. While the outlook is for further decline in the Canadian
economy, we believe our value-oriented product will not be affected
to the same extent as other segments of the restaurant industry.

This past year, the division undertook many activities designed to
strengthen both its marketing and operational positions for the 1980's.
Our marketing group was involved in a wide variety of new concept
and strategy developments over this past year. A Polynesian fast
food concept — Wiki Wiki — has been successfully tested and will
be expanded. Similar conclusions have been drawn on our new
Soup 'n Salad concept. Qur KFC mall unit test (formerly “The
Colonel's Counter”) has been successfully completed and will be
expanded on a selective basis. In confirmation of our continued

interest in the pizza take-out and delivery business, test locations
have been opened in the Toronto area under the Pizza Pizza
(“967-11-11") franchise.

On the operational side of the business, the opening of a new
commissary in the summer of 1982 will improve both efficiency and
product consistency in the Gold Chin product line. Extensive training
programs have been completed at all levels of store and middle
management this year. The real estate function has been reorganized
and now provides the division with fully professional retail develop-
ment services. The appointment of new advertising agencies to
separately serve Ontario and Quebec, was also a significant
marketing development during the year.

The division had an excellent year in developing new locations
and increasing its market penetration in the fast food segment. Six
KFC take-outs were acquired through purchase of existing
franchises along with the opening of a further five new KFC units.

COMMONWEALTH *{O&&ﬂl\ ng\b

OF CANADA LIMITED

Earnings for the hotel division are somewhat lower than those
of the prior year; however, in light of the economy, one cannot help
but view the operating results for the 1981-82 financial year with
a degree of satisfaction

Occupancy levels of Canadian hotels remained firm during the
first half of the year; but, as the recession deepened, volumes began
to erode. This trend continued during the second half and into the
1982-83 financial year. Presently, there are no indications of an
economic recovery in Canada which would return volumes to more
acceptable levels.

Historically, tourism to the United Kingdom has increased
significantly with devaluation of sterling currency. Such was not the
case in the period under review. The modest increase in occupancy
reported in the six-month Interim Report has, however, been
maintained, giving rise to optimism that recovery in this market is
underway.

CHARTERWAYS TRANSPORTATION LIMITED

Charterways recorded a strong performance during the past
fiscal period from both financial and operational perspectives. Earn-
ings for the year were significantly enhanced by the division's U.S.
operations which were acquired in October, 1980. Much was ac-
complished during the year in consolidating certain administrative
and operating systems and procedures of U.S. operations with those
of the corporate office in London. In addition, substantial capital
outlays were made to upgrade the acquired fleet and terminal
facilities. Such outlays will continue into the 1982-83 financial year
as further fleet retirement and facility policies are introduced.

The success of U.S. operations is due, in large part, to its highly
qualified and professional management team which is supported by
a very competent and dedicated employee group. We are very
pleased with their contribution to the overall results of the division,
The prospects for future growth in the U.S. market are excellent.

In both Canada and the U.S. we have continued our diesel
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conversion program in school bus operations. When school reapens
in September over 30% of the operating fleet in the full-size weight
class will be diesel powered. The performance efficiency of these
vehicles continues to meet our projections with respect to reducing
total fuel consumption, maintenance expense and overall operating
costs.

Through continued emphasis on cost control and efficiency we
have, to the extent possible, minimized the impact of the poor
economy and the continued high cost of money. The non-contract
segments of our operations are the most sensitive to these
conditions. These include our airport and charter bus operations,
truck leasing and travel agencies. Our terminal warehousing operation
achieved good results in contrast to the general economic status
of the trucking and freight industries for the period.

The Canadian management group, with its contribution to the
financial success of the past year, has again demonstrated its



Two new Gold Chin locations were opened as well as two new food
service units.

The Florida operation has continued to perform below our
expectations and was not profitable this past year. Accordingly we
shall continue to restructure our representation by divesting or
converting unprofitable stores.

The success of the past year would not have been possible
without the hard work and dedication of an exceptional group of
employees. | wish to extend my heartfelt thanks to them and look
forward, with their continued assistance, to another successful year.

Richard A. Hunter,
President

Caribbean properties also felt the effects of the current recession
with a decline in tourism to Barbados. The Company's hotel in
Grenada was closed throughout the winter season as a result of
extensive fire damage in October. High air fares, a decline in
disposable income in North America and a relative softening of
most currencies on the European continent have precluded any
significant travel growth to either the United Kingdom or the
Caribbean.

In April, 1982 Her Royal Highness, The Princess Margaret,
Countess of Snowdon, assisted in the official opening of our 300-
room hotel in Glasgow, Scotland. Public acceptance of this fine new
hotel has been excellent. Construction of a 130-room addition to the
Holiday Inn Yorkdale (Toronto) is well advanced and scheduled for
completion in late autumn this year. Included in the addition is an
all-weather recreational facility covered by a Holidome atrium.

In the past year, new restaurant and/or lounge concepts were

ability to achieve the corporate objectives of the division. The support
received from all employees during the year is very gratifying and
much credit is due them for our overall performance in a difficult
economic environment.

The current year, with its prospects for further deterioration in the
economy and escalating Canadian fuel costs, will be no less
challenging than last year. The division is well positioned to meet
these challenges.

Geoffrey P. Davies,
President

completed at the Holiday Inns at Toronto International Airport,
Yorkdale (Toronto), and more recently at the Holiday Inn Toronto
Downtown. Each has been favourably received by our guests and
is proving highly successful in its market. This program has a high
priority within the division and additional locations are now being
considered for similar upgrading.

Our management organization at the corporate level has recently
been strengthened in support of the Corporation’s policy of
decentralization. | am particularly pleased with the positive reaction
by staff at all levels to the challenges we faced during the past
year. No doubt the year ahead will be equally difficult; however,
| am confident in the division's ability to successfully meet both
the challenges and opportunities that lie ahead.

Raymond R. Yelle,
President




Scott's Hospitality Inc.

Consolidated balance sheet

April 30, 1982
ASSETS 1982 1981
(in thousands)
Current:
Cash and short term investments $ 32,671 $ 35,879
Accounts receivable 21,328 18,815
Inventories (note 2) 6,640 6,725
Prepaid expenses 3,454 3,766
64,093 65,185
Mortgages and notes receivable 11,427 3,019
Restaurant properties held tor resale (note 3) 7,372 7,166
Land, buildings and equipment — net (note 4) 356,102 325,910
Other assets — less amortization (note 5) 12,583 11,038
$451,577 $412,318

(See accompanying notes)

Approved on behalf of the Board

=

Director

o e

Director




LIABILITIES AND SHAREHOLDERS' EQUITY 1982 1981

(in thousands)

Current:
Accounts payable and-accrued charges § 48,074 $ 47,002
Taxes payable 6,679 5,719
Dividends payable 2,114 1,392
Long term debt payable within one year (note 6) 18,021 16,102
74,888 70,215
Long term debt (note 6) 237,518 236,282
Deferred income 2,326 954
Deferred income taxes 35,246 31,918
Minority interest in subsidiary 1,151 1,281
Shareholders’ equity (note 7) 100,448 71,668
$451,577 $412,318

AUDITORS’' REPORT

To the Shareholders of
Scott's Hospitality Inc.

We have examined the consolidated balance sheet of Scott's Hospitality Inc. as at April 30, 1982 and the consolidated statements of
earnings, retained earnings and changes in financial position for the year then ended. Our examination was made in accordance with generally
accepted auditing standards, and accordingly included such tests and other procedures as we considered necessary in the circumstances.

In our opinion, these consolidated financial statements present fairly the financial position of the company as at April 30, 1982 and the
results of its operations and the changes in its financial position for the year then ended in accordance with generally accepted accounting

principles applied on a basis consistent with that of the preceding year.
Toronto, Canada. %‘éﬂns ;WZ

June 16, 1982. Chartered Accountants.




Consolidated statement of earnings

Year ended April 30, 1982

1982 1981
(in thousands)
Sales:
Hotel division $249,358 $237,654
Restaurant division 158,615 144,938
Transportation and warehousing division 77,467 59,949
485,440 442 541
Cost of sales, operating and administrative expenses 401,835 365,999
Depreciation and amortization 27,043 21,487
Net financial expense 27,991 25,984
456,869 413,450
Earnings before income taxes and extraordinary items 28,571 29,091
Income taxes 11,850 13:357
Earnings before extraordinary items 16,721 15,734
Extraordinary items (note 8) 14,765 (1,984)
Net earnings for year $ 31,486 $ 13,750
Earnings per share:
Earnings before extraordinary items $ 096 $ 091
Net earnings for year $ 1.81 $ 0.80

(See accompanying notes)




Consolidated statement of retained earnings

Year ended April 30, 1882

1982 1981

(in thousands)

Balance beginning of year $63,436 $52,464
Netearnings foryear 31,486 13,750

94,922 66,214
Dividends 4,023 2,778
Balance end of year $90,899 $63,436

(See accompanying notes)




Consolidated statement of changes

in financial position

Year ended April 30, 1982

1982 1981
(in thousands)
Source of working capital:
Operations—
Earnings before extraordinary items $ 16,721 $ 15,734
Add:
Deferred income taxes 327D 5,046
Depreciation and amortization 27,043 21,467
Other 1,242 (64)
Total working capital from operations 48,281 42 183
Long term borrowings 58,607 80,878
Proceeds on sale of fixed assets 30,451 1,964
Proceeds on sale of Florida restaurant properties 2,440 1,221
Issue of shares 1,317 742
141,096 126,988
Application of working capital:
Acquisitions 18,186
Carrying costs of restaurant properties held for resale 910 53
Increase in mortgages and notes receivable 8,408 1,386
Reduction of long term debt 57,371 34,121
Purchase of fixed assets 73,605 654,297
Qutlays for other assets 2,544 2,110
Dividends 4,023 2778
146,861 123,631
Increase (decrease) in working capital $ (5,765) $ 3357

(See accompanying notes)
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Notes to the consolidated financial statements

April 30, 1982
1. Significant accounting policies

Principles of consolidation

The accounts of all subsidiaries are consolidated to the extent that
they are owned by the Company. All material intercompany trans-
actions and balances have been eliminated.

Foreign exchange

The accounts of foreign subsidiaries.and those of the Company to
be settled in foreign.ctfrencies are translated inic Canadian dollars
at current rates of exchange except for non-current assets, long
term debt and depreciation and amortization which are translated at
historical rates of exchange, and sales and expenses (other than
depreciation and amortization) which are translated at average rates
of exchange for the year. Gains or losses on translation are included
in earnings.

Inventories

Inventories are valued at the lower of cost, determined on a first-
in, first-out basis, and replacement cost.

Mortgages and notes receivable

Mortgages and notes receivable are carried at the lower of cost
and estimated fair value.

Land, buildings and equipment

Interest and propertyitaxes relating to owned hotels and costs
incurred relating to leased hotels, which are not paid for by the
owners, are capitalized during the construction period. Additionally,
the Company capitalizes rent, interest, insurance and property taxes
and reduces depreciation and amortization during a period not
exceeding twelve months following the date on which rooms in newly
constructed hotels are first available to be rented for both owned
and leased hotels (subject to predetermined maximum amounts) in
accordance with a scale established by reference to occupancy.

In both cases, expenditures in respect of leased hotels are carried
as leasehold improvements. Amounts capitalized under these
policies totalled $1,364,000 in 1982 ($2,139,000 in 1981).

The cost of major hotel renovation programs, consisting primarily
of replacement of furnishings and eguipment, major maintenance and
the cost of improvements, are capitalized and amortized over a five
year period. Normal repairs and maintenance are charged to expense
as incurred.

Depreciation and amortization

Depreciation and amortization are computed on a straight line basis
(with minor exceptions). Depreciation and amortization rates are based
on the estimated remaining useful life for the particular assets
assuming a total useful life as follows:

Hotels Years
Buildings 40
Leasehold improvements lease term
Furnishings and equipment 11
Franchises (Holiday Inns, Inc.) 20

Restaurants
Buildings 20
Leasehold improvements lease term
Furnishings and equipment 10
Franchises (Colonel Sanders Kentucky
Fried Chicken Ltd.) to 1994
Transportation and warehousing
Buildings 25-40
Equipment Th-12
Operating authorities 40

Opening and development costs of the hotel division are amortized
over the first sixty months of operation whereas similar costs
incurred by the restaurant division are written off as incurred. Costs
incurred in connection with major financing are amortized over the
lesser of the term of borrowing or ten years.

Capital leases

Lease agreements which transfer substantially all of the benefits
and risks of ownership of the asset to the Company are accounted
for as capital leases. Accordingly, at the inception of the leases the
assets and related obligations are recorded at an amount equal to
the present value of future lease payments discounted at the interest
rates inherent in the lease contracts.

Deferred income

Gains realized on the sale and |leaseback of real estate are deferred
and transferred to earnings over the term of the applicable leases.

A portion of the gain on sale of real estate is deferred and included
in earnings over the term of investment and hotel management
agreements that provide for a rate of return below current market
levels.

Interest rate futures

Interest rate futures contracts are considered to be commitments only,
and the related asset and liability are not recorded in the accounts
of the Company. Gains or losses arising from these transactions are
included in interest expense.

Earnings per share

Earnings per share have been calculated on the basis of the weighted
average number of shares outstanding during the year. The dilutive
effect of employee options is immaterial.

2. Inventories

1982 1981
(in thousands)
Hotels
Food, beverage and operating supplies $4,138 $4,151
Restaurants
Food and packaging 1,190 1,197
Transportation and warehousing
Operating supplies 1,312 sy
$6,640 $6,725
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3. Restaurant properties held for resale

At April 30, 1981 the Company assessed the history of unsatisfactory

performance of its Florida restaurant properties and determined that
an extraordinary write-down was required in respect of certain of
these locations. During 1982, properties with a carrying value of
$2,373,000 were sold for proceeds of $2,440,000. In addition, certain
other properties with a carrying value of $1,370,000 were transferred
to operating fixed assets as a result of the Company negotiating long
term rental leases at these locations.

The Company has reassessed its current position in the Florida
market, and has determined that an adjustment is now required to
the carrying value of its remaining investment in Florida locations
to reflect their present depressed realty values. Accordingly the
carrying value of such properties is the estimated market value of
$3,949,000 and has been transferred from operating fixed assets
into restaurant properties held for resale. The corresponding write-
down, including a provision for carrying costs projected for 1983,
amounts to $2,850,000 and has been presented in the consolidated
statement of earnings, net of income taxes of $1,250,000, as an
extraordinary loss in the amount of $1,600,000.

4. Land, buildings and equipment

1982 1981

(in thousands)

Land $ 38,438 $ 41,643
Buildings and leasehold improvements 258,095 231,114
Furnishings and equipment 71,995 64,868
Transportation equipment 53,333 40,524
421,861 378,149

Less accumulated depreciation
and amortization 65,759 52,239
$356,102 $325910

5. Other assets

1982 1981

(in thousands)

Opening and development costs $ 2245 $ 1,579
Cost of borrowing 910 682
Franchises 4,159 3,298
Transportation operating authorities 5,269 5479

$12,583 $11,038

Amortization amounted to $999,000 in 1982 ($625,000 in 1981).

6. Long term debt

1982

1981

Payable
within
one year

Total

Total

Term bank loans:

14%% to prime + %%
Repayment terms extending
to 1990

Including payable in

foreign currency

U.S. $16,250 (Cdn. $18,997)

Bank loan and banker’s
acceptances

Real estate mortgages:

8% to 18%%

Maturing on varying dates
to 2006

Including payable in

foreign currency

U.S. $14,747 (Cdn. $17,195)
T.T. $ 3,688 (Cdn.$ 1,818)
U.K. £24,588 (Cdn. $65,391)

Specific charge debt:
9%% to prime + 1%
Maturing on varying dates
to 1990

Including payable in
foreign currency

U.S. $6,400 (Cdn. $7,712)

Secured notes:

6%% to 15%

Maturing on varying dates
to 1989

Including payable in
foreign currency

U.S. $4,763 (Cdn. $5,569)

Other secured debt:

Prime + 1%

Repayment terms extending
to 1986

Including payable in

foreign currency

U.S. $2,400 (Cdn. $2,866)

Unsecured notes:

4% to 9%

Maturing on varying dates
to 1987

Including payable in
foreign currency

U.S. $78 (Cdn. $94)

U.K. £10 (Cdn. $22)

(in thousands)

$ 1,480

5,960

4179

2,531

1,194

1,083

188

$ 20,137

70,750

115,732

21.821

6,746

5.902

347

$ 21,280

60,540

139,561

13,503

6,141

4,887

1,490




Obligations under
capital leases:

8%4% to 12%
Maturing on varying dates
to 2003 1,406 14,104 4,982
Including payable in
foreign currency
US.$ 158(Cdn.$ 185)
U.K. £5,960 (Cdn. $13,919)
$18,021 255,539 252,384
Less payable within onewyear 18,021 16,102
$237,518. 1$236,282

Had the portion of long term debt carried in foreign currencies
been translated at the rates of exchange prevailing at April 30,
1982, long term debt would have decreased by $9,970,000
($1,766,000 in 1981).

Net financial expense consists of the following:

1982

(in thousands)
$29,793 $26,265

1981

Interest on long term debt

Interest on short term debt 889 1,151
Interest income (2,691) (1,432)
$27,991 $25,984

Annual repayment of long term debt (instalments and maturing
balances) for the next five years will be as follows:

MTAiREm Principal
lease imputed Capital
payments * interest leases Debt Total
(in thousands)

1983 $2,394 $ 988 $1,406 $16,615 $18,021
1984 2,612 1,138 1,474 25,287 26,761
1985 2,612 995 1,617 20,636 22,253
1986 2,612 839 1. ¢S 31,004 S2.TT7
1987 2,590 668 1,922 12,848 14,770

Total future minimum lease payments to 2003 amount to
$20,348,000 and based on imputed interest rates varying from 8%%
to 12%, the present value of these minimum lease payments is
$14,104,000.

Particulars with respect to security lodged against the long term
debt are as follows:

Term bank loans:
As security for $16,950,000 (U.S. $14,500,000) the Company has
pledged its shares in its U.S. transportation subsidiaries.

Bank loan and banker's acceptances:

The Company has pledged all of the shares of Commonwealth
Holiday Inns of Canada Limited as security for a bank loan and
banker’s acceptances totalling $53,750,000. At April 30, 1982 the
interest rate on this bank loan was prime plus % of 1% and the
interest rates on the banker’s acceptances averaged 15.8%. The
average interest rate for the year ended April 30, 1982 was 18.4%.

Under the agreement relating to the loan and acceptances,
quarterly repayments of $1,250,000 are required each year with the
balance due February 15, 1991. As well, the agreement relating to
the Company’s bank loan contains certain restrictions relating to

dividends and additional covenants with respect to the debt-equity
ratio of the Company and its designated subsidiaries. The Company
is in compliance with these restrictions and covenants.

The Company has also pledged two hotels as security for a bank
loan in the amount of $17,000,000. At April 30, 1982 the interest
rate on this bank loan was prime plus % of 1%, and the average
interest rate for the year ended April 30, 1982 was 17.1%.

Real estate mortgages:

A major portion of the hotel real estate, furnishings and equip-
ment and transportation equipment is pledged to secure mortgages
and other long term debt. As additional security, the Company has
given a floating charge on its United Kingdom assets. Certain
mortgages contain participation clauses which may increase
interest payable thereon. The restaurant properties are unen-
cumbered.

Specific charge debt:

Specific charge debt on transportation equipment includes
$11,663,000 on which the Company may delay monthly repayments
to a maximum cumulative period of twelve months. In the ac-
companying consolidated financial statements no amount is included
as due within one year in respect of these amounts.

Secured notes:
These notes are secured by mortgages and a first floating charge
on certain properties.

Other secured debt:
The Company has pledged its accounts receivable and lodged as
collateral security floating charge debentures totalling $15,500,000.

7. Shareholders’ equity

1982 1981

(in thousands)

Capital $ 9549 § 8,232
Retained earnings 90,899 63,436
$100,448 $71,668

The Common shares of the Company are referred to as subordinate
voting shares as required by Policy Statement 3-58 of the Ontario
Securities Commission issued on January 22, 1982.
Authorized and issued

Number of shares

Authorized Issued

1982 1981 1982 1981
8% First Preference
shares, $10 par value 80,000
Class C shares,
no par value 8,940,196 8,783,683 8,438,665 8,477,579
Subordinate voting shares,
no par value 30,059,804 30,216,317 9,179,127 8,910,213

The authorized capital of the Company was amended on June 22,
1981 to exclude the 8% First Preference shares and to restate the
Class C and subordinate voting shares at 9,000,000 and 30,000,000
respectively.

Each Class C share entitles the owner to one hundred votes whereas
each subordinate voting share entitles the owner to one vote. The
subordinate voting and Class C shares participate equally as to cash
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dividends. Class C shares may be converted at any time into subor-
dinate voting shares on the basis of one subordinate voting share
for each Class C share.

During the year 197,500 subordinate voting shares and 32,500
Class C shares were issued for a total consideration of $1,317,375.
Also, 11,610 Class C shares were converted to subordinate voting
shares up to June 22, 1981 and 59,804 were converted subsequent
to that date.

Stock options
The Company has an employee stock option plan and during the
year
i) an additional 258,000 subordinate voting shares were reserved
ii) options to purchase 165,000 subordinate voting shares at $6.075
were granted to certain senior officers of the Company and its
subsidiaries
iii) options on 197,500 subordinate voting shares and 32,500 Class C
shares were exercised for a total consideration of $1,317,375.

At April 30, 1982 there were 135,000 subordinate voting shares
reserved for issuance under the employee stock option plan and
options to purchase 152,500 subordinate voting shares and 122,500
Class C shares were outstanding and exercisable to 1990 at prices
ranging from $3.60 per share to $5.625 per share.

8. Extraordinary items

1982 1981
(in thousands)
Write-down of Florida
properties (note 3) $(1,600) $(1,984)
Gain on disposal of fixed assets 16,365
$14765 $(1,884)

During the year ended April 30, 1982, the Company disposed of
certain fixed assets for total proceeds of $27,680,000. The resulting
gain has been presented in the consolidated statement of earnings,
net of applicable income taxes of $3,626,000, as an extraordinary
item.

9. Contingent liabilities and commitments

(a) The Company is subject from time to time to various claims
and disputes. As at April 30, 1982, there are no unsettled claims or
disputes of a material nature against the Company which have not
been provided for or which, in the opinion of management, will result
in material cost to the Company.

(b) The $8,000,000 action previously raised by KFC Corporation
was settled during the year at no cost to the Company.

(c) Contingent liabilities with respect to guarantees amount to
approximately $2,000,000 at April 30, 1982.

(d) The Company has commitments for fixed asset additions
amounting to approximately $15,763,000 as at April 30, 1982. No
portion of this amount is reflected in the accompanying consolidated
financial statements. The Company has arranged for financing in
respect of these commitments.

(e) As at April 30, 1982 the Company has commitments for the deli-
very of Government of Canada Treasury Bills under three consecu-
tive interest rate futures contracts in the amount of $15,000,000
each. The Company entered into these commitments in order to

stabilize interest costs on $15,000,000 of floating rate long term
bank debt. These interest rate futures contracts expire in March,
1983.

(fy The Company has an unfunded pension liability of approximately
$735,000 which is being reduced annually by payments recom-
mended by the Company’s actuaries.

10. Long term leases

Operating leases

At April 30, 1982, the Company was committed to annual operating
lease obligations of approximately $14,234,000 for each of the next
five years. Total minimum lease payments for the remaining term of
the operating leases aggregate approximately $233,939,000. Rentals
that are determined as a percentage of revenues with no minimum
amounts are excluded from these figures.

Hotels

Hotel leases, generally, are for original periods varying from ten
to thirty years with renewal options extending from five to twenty-
five years (land leases in the United Kingdom are for longer periods)
at rentals determined as a percentage of revenue subject to mini-
mum stated amounts.

Restaurants
Ground leases for restaurant sites generally do not exceed twenty
years, including renewal options.

Transportation and warehousing
Leases for transportation terminals generally do not exceed ten
years.

Capital leases

Certain of the leases entered into by the Company prior to
January 1, 1979 qualify as capital leases under recommendations
of the Canadian Institute of Chartered Accountants which came into
effect on that date. If these leases had been recorded in the consoli-
dated financial statements as capital leases, the following adjust-
ments would have been required:

1982 1981

(in thousands)
Assets:

Hotel buildings and furnishings under
capital leases (net of accumulated
depreciation of $12,641,000 in 1982

and $8,334,000 in 1981) $62,135 $66,442

Liabilities and shareholders’ equity:

Current lease obligation $ 3,008 $ 3,121

Non-current lease obligation 65,014 67,384
Deferred income taxes (3,168) (2,160)
Reduction of retained earnings (2,809) (1,903)

$62,135 $66,442

Reduction of net earnings for year $ 006 & 97

Leases entered into in 1979 and subsequent years which have
the characteristics of capital leases have been recorded as such in
the accounts of the Company. At April 30, 1982, the value of assets
under capital leases and included in land, buildings and equipment
amounts to $14,719,000 net of accumulated depreciation of
$678,000.
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11. Segmented information (in thousands)

Industry
Transportation
and
Hotels Restaurants warehousing Consolidated
. 1982 1981 1982 1981 1982 1981 1982 1981
Sales $249,358 $237654 $158,615 $144938 §$ 77,467 § 59949 $485440 5442541
Segmented operating earings $ 21,497 $ 27277 $ 20,349 S5 16446 $ 14716 $ 11,352 § 56,562 $ 55,075
Net financial.expense (27,991) (25,984)
Incgme taxes (11,850) (13,357)
Earnings before extraordinary items $ 16,721 $ 15,734
Fixed assets $253,839 $231,783 § 49,934 $ 51907 § 52,329 § 42220 $356,102 $325910
Other assets 22,403 21,833 6,938 4,582 14,664 13,930 44,005 40,345
Total identifiable assets $276,242 $253616 § 56,872 $ 56489 § 66,993 $ 56,150 400,107 366,255
Corporate assets 51,470 46,063
Total assets $451,577 $412,318
Capital expenditures $ 47,236 $ 47235 § 8,173 $ 7,055 $ 20,740 $ 31,961 § 76,149 $ 86,251
Depreciation and amortization $ 15187 $ 11,717 & 4513 $ 4507 $ 7,363 §$ 5243 $ 27,043 $ 21,467
Geographic
United Kingdom
and
Canada United States Caribbean Consolidated
1982 1981 1982 1981 1982 1981 1982 1981
Sales $376,541 $339058 § 46,702 S 37,417 §$ 62,197 $ 66,066 $485440 $442541
Segmented operating earnings $ 45751 $ 39802 § 7811 $ 5333 § 3000 $ 9940 § 56,562 $ 55,075
Net financial expense (27,991) (25,984)
Income taxes (11,850) (13,357)
Earnings before extraordinary items $ 16,721 §$ 15734
Fixed assets $198,228 $183,933 § 27,478 $ 25,368 $130,396 $116,609 $356,102 $325910
Other assets 29,695 26,362 5,232 5,622 9,078 8,461 44,005 40,345
Total identifiable assets $227,923 $210295 § 32,710 $ 30,890 $139474 $125,070 400,107 366,255
Corporate assets 51,470 46,063
Total assets $451,577 $412,318

15



Financial and statistical review

(Dollars in thousands, except per share amounts)

Seventeen Fiscal Year Fiscal Year
Fiscal Year Fiscal Year Fiscal Year Weeksto December 31, January 1,
April 30,1982  April 26, 1981  April 27, 1980 April 29, 1979 1978 1978
Sales $485,440 $442 541 $375,874 $ 38,167 $111,401 $100,905
Earnings before extraordinary items $ 16,721 $ 15,734 $ 12,428 $ 885 $ 8,328 $ 8,426
Per share $ 096 $ 091 $§ 072 $ 0.05 $ 049 $ 050
Net earnings $ 31,486 $ 13,750 $ 12,428 $ 835 $ 8,328 $ 8,426
Per share $ 181 $ 080 $ 072 $ 005 $ 049 $ 050
Dividends per share $ 019 $ 0.16 $ 0.16 $ 008 $-015 $ 014
Cash flow from operations $ 48,281 $ 42183 $ 32,828 $ 3,397 $ 12,215 $ 11,094
Per share $ 277 $ 244 $ 191 $ 0.20 $ 073 $§ 066
Capital expenditures $ 76,149 $ 86,251 $ 44221 $ 2,387 $ 18,901 $ 8,709
Total assets $451,577 $412,318 $337,940 $300,898 $ 66,020 $ 51,400
Shareholders’ equity $100,448 $ 71,668 $ 59954 $ 49,769 $ 50,227 $ 43,181
Number of employees 16,900 16,300 15,500 3,800 3,600 3,380
Take-out and other food operating units a7 306 315 295 294 257
Hotel rooms in operation 12,528 12,265 11,934
Transportation and warehousing units 2,950 3,030 1,287
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Five year review
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and Mr. George R. Gardiner, Chairman of the Board, officiating at the opening
of the Holiday Inn, Glasgow, Scotland, April, 1982.

19








