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Financial Highlights
United States currency, except as noted
August 31

1978 1977

(Thousands, except per share amounts)

For the year:
Sales $1,014,390 $875,133
Net income 73,849 59,855

At the year-end:

Shareholders’ equity $ 657,500 $610,000
Inventories 551,040 509,077
Land, buildings and equipment, net 174,856 176,780
Working capital 573,285 560,833
Total assets 1,048,014 959,154

Per share amounts:

Net income $4.29 $3.47
Shareholders’ equity $38.22 $35.42
Dividends per share (Canadian currency)
Class A $1.65 $1.50
Class B $1.65 $1.32%
Ratios:
Return on average shareholders’ equity 11.7% 10.1%

Net income to sales 7.3% 6.8%
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Report of Directors
ks

To the Shareholders:

Your directors are pleased to present this report on
the results of the Company’s operations for the 1978
fiscal year together with the accompanying financial
statements. As in prior years, the consolidated financial
statements and other dollar amounts are expressed in
United States currency unless otherwise noted.

Sales and Earnings

In the past fiscal year your Company reached the
billion dollar sales level for the first time by achieving
sales of $1,014 million, a 15.9% increase over last
year’s sales of $875 million. Net earnings improved to
$73.8 million ($4.29 per share), a gain of 23.4% from
$59.9 million a year ago ($3.47 per share).

In general, higher sales volumes of our more profitable
products coupled with price increases in many markets
were the major factors in the improvement to sales
and earnings. In addition, it is believed that there has
been some build-up in customers’ inventories of cer-
tain products. Higher costs and operating expenses and
adverse foreign currency adjustments served to moder-
ate these gains.

Further discussion of the operating results may he
found in the following pages of this annual report.

Market Comments

In the United States, consumption of distilled spirits
increased moderately over the prior year with premium
brands in most categories enjoying increased popu-
larity. White goods, cordials and specialties again oul-
paced the market while domestic American straight
and blended whiskies remained unchanged after de-
clining for a number of years. Imported Canadian
and premium Scotch whiskies also registered advances
in line with general market trends. The market in
Canada generally mirrored the U.S. trend toward white
goods and liqueurs, while the total market consump-
tion of all distilled spirits remained relatively flat. In
international markets, Scotch whisky sales continued
to improve. For a discussion on how your Company
fared in these markets, please refer to the Comments
on Operations section of this report,

Market conditions in 1979 are generally expected to
be little different from 1978. Our plan is to emphasize
our premium brands and focus our marketing invest-
ments in those segments where growth opportunities
exist.

Dividends (Canadian currency)

In the past fiscal year quarterly dividends of 35 cents
per share plus an extra dividend of 25 cents per share
were paid for a total of $1.65 per share. As you know,
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in September of 1978 your directors increased the
regular quarterly dividend to 40 cents per share and
also declared an extra dividend of 30 cents per share.

Investments
During the year your Company invested $45 million
in acquiring approximately a 12% interest in the

Bacardi group of companies. Bacardi is international
in scope and is a significant factor in the white goods
segment of the market where we do not have strong
representation. Subsequent to the year-end, our partly-
owned subsidiary, Corby Distilleries Limited, made an
offer to acquire Meagher’s Distillery Limited for $13.5
million. Meagher's is a Canadian company particularly
strong in domestic liqueurs, imported wines and spirits.
Your Company continues to evaluate investment op-
portunities both within and outside of the distilling
industry.

Directors and Senior Officers

The year 1978 marked the retirement of two senior
vice presidents, Paul J. G. Kidd, Q.C. and Thomas
Snelham. These two gentlemen distinguished them-
selves during their service of 41 and 31 years, respec-
tively, and played an integral part in the growth of
the Company over those years.

F. Campbell Cope, Q.C., having reached the retirement
age for Board members, retired on August 31, 1978.
Mr. Cope joined the Board in 1969 and has served the
Company and its shareholders well through his dutiful
attention to their affairs. We are grateful for the in-
sights and knowledge he provided and his experience
and wise counsel will be missed.

Edmond G. Odette was appointed by the Board of
Directors at their September 8, 1978 meeting to fill
the vacancy. Mr. Odette is president of Eastern Con-
struction Company Limited and serves on the board
of directors of a number of public companies.

Appreciation

Your directors wish to express their appreciation to
the many customers, shareholders and employees who
played such an important part in making this the most
successful year in the Company's history.

By Order of the Board of Directors,

A2l HHE

Walkerville, Ontario
October 18, 1978
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United States Market

Hiram Walker Incorporated

Hiram Walker Incorporated, the company responsible
for the marketing of brands manufactured at our
United States and Canadian production facilities, en-
joyed its best sales volume since 1975. Canadian Club,
which was promoted using an intensified “Hide-A-
Case” adventure campaign featuring the selection of
North American sites for the location of hidden cases,
experienced a return to satisfactory growth in sales.

Sales of Hiram Walker cordials reached record levels.
An important factor in this growth was the develop-
ment and introduction of two new cordial flavours—
Amaretto and Strawberry. Our plan is to add new
flavours to our line each year. Two new introductions
are scheduled for the coming vear.

W. A. Taylor & Company

This company, which markets imported specialties,
completed a successful year. Sales of cordials and
specialties, particularly imported liqueurs, continued
to show a growth rate greater than distilled spirits as
a whole. W. A. Taylor took full advantage of this trend
with Drambuie, Tia Maria, Courvoisier Cognac and
other prestigious specialties.

Old Smuggler Scotch (bottled in the United States)
was re-positioned in a lower price category early in
the year. Consumer response has been encouraging.

Maidstone Wine & Spirits Inc.

Maidstone Wine & Spirits Inc. is responsible for mar-
keting a line of imported products consisting of Kahlta
Liqueur, Salignac Cognac, Grand Macnish Scotch and
Arandas Tequila.

Maidstone’s key brand, Kahltda, is imported from
Mexico and has enjoyed substantial sales growth in
virtually all markets for several years. While major
acceptance has been from the 25 - 44 year age group,
generally considered the trendsetters in our industry,
Kahlia has enjoyed tremendous support from all con-
sumers.



International Market

Courvoisier Limited

The largest market for cognac, the United Kingdom,
improved slightly in the past year and Courvoisier’s
share was maintained. The United States, anather very
important market, continued to show good progress
in spite of heavy competition and high prices resulting
from a very high duty structure. Good sales growth
was realized in France and the Far East, but in Canada,
where the Courvoisier brand is well established, there
was a small decline. World-wide sales of cognac are
now at an all-time high.

Hiram Walker (International) S.A.

Hiram Walker (International) S.A. is responsible for
marketing the brands of Hiram Walker-Gooderham &
Worts Limited in over 200 countries throughout the
world. Despite the problems encountered during the
past year, such as world-wide currency fluctuations,
compelitive practices, and import duties and quotas,
Hiram Walker (International) achieved another record
year.

Traditionally, the largest sales volume has been in the
Scotch whisky category where our market share has
shown steady increases. This is especially true for
Ballantine’s Scotch which is among the leaders in al-
most every European country and in other areas of
the world as well. Similarly, Canadian Club has main-
tained its solid acceptlance in the Canadian whisky
category in international markets.

Canadian Market

Hiram Walker & Sons Limited

In Canada we experienced a small decline in the total
sales volume of domestically-produced products, par-
ticularly in our lower- and medium-priced whiskies.

A small increase was again recorded for Canadian Club
which continues as the leader in its category. Imported
brands, such as Ballantine’s Scotch, Kahlta, Drambuie
and Cointreau, have again recorded satisfactory in-
creases. The domestic liqueur line was enlarged with
the addition of Swiss Chocolate Almond which was
well received in the market.

C. |. New, Executive Vice President,
Hiram Walker & Sons Limited
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Summary of Significant Accounting Policies
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The Company’s accounting policies, which conform
with accounting principles generally accepted in
Canada, are summarized below.

Consolidation policy

The consolidated financial statements include the
accounts of all subsidiaries, except for the Argentine
subsidiary which is accounted for as described under
Investments below.

Currency translation

The consolidated financial statements are expressed in
United States currency because the greater part of the
Company’s business is conducted in that currency. In
translating the accounts the following principles have
been applied:

Current assels, except maturing inventories, and
current liabilities at exchange rates on August 31;
maturing inventories and all other assets and liabili-
ties at historical exchange rates.

Income and expenses at average exchange rates for
the year, except for matured whiskies and cognac
entering into cost of products sold and depreciation
which are at historical rates.

The foreign exchange translation gains and losses are
included in income.

Inventories

Inventories are stated at amounts not exceeding manu-
factured or purchased cost. They include substantial
quantities of whiskies and cognac which will remain
in storage over a period of years, but which are classi-
fied as current assets in accordance with the general
practice of the distilling industry.

Investments

Investments are stated at cost except for the Argentine
subsidiary and 50% -owned companies. Effective March
1, 1976 the Company ceased to consolidate the opera-
tions of the Argentine subsidiary because of unsettled
economic conditions in that country and is now

W

carrying this investment at $13 million, its equity in
the subsidiary’s net assets at that date; income is
recognized only to the extent of dividends received.

Investments in 50%-owned companies are carried at
the Company’s equity in their net assets and the Com-
pany’s share of their net income, or loss, is included
in income.

Land, buildings and equipment

Land, buildings and equipment are carried at cost. The
Company generally uses the straight-line method to
provide depreciation over the estimated useful lives of
depreciable assets at annual rates of 2 1/2% to 10%
for buildings and 5% to 33 1/3% for equipment.

Other assets

Other assets consist principally of purchased intan-
gibles which are being amortized by systematic charges
to operations over an appropriate number of years.

Pension plans

The Company and its subsidiaries have many pension
plans, most of which are trusteed plans, covering the
majority of their employees. It is the Company’s policy
to fund pension costs accrued. Unamortized prior
service costs are funded by annual contributions over
varying periods ranging from 15 to 30 years for the
different plans.

Income taxes

No provision has been made for taxes on undistributed
earnings of subsidiaries not currently available for
paying dividends inasmuch as such earnings have been
reinvested in the business.

Deferred income taxes are provided for all significant
timing differences in reporting income and expenses
for financial statement and tax purposes. The timing
differences arise principally from differences in ac-
counting and tax depreciation and special tax-deduct-
ible inventory reserves in France and the United
Kingdom.



Consolidated Statement of Income
and Retained Earnings

by

Expressed in thousands of United States dollars

Year ended August 31

1978 1977
Sales $1,014,390 $875,133
Dividends and interest on investments 7,753 8,364
Other income 6,177 5,914
1,028,320 889,411
Cost and Expenses:
Cost of products sold 650,118 565,202
Selling and general expenses 196,431 175,776
Interest on long-term indebtedness 4,624 4,773
Other interest 8,111 9.272
Depreciation 15,554 14,359
874,838 769,382
Income before income taxes, foreign currency
adjustments and minority interest 153,482 120,029
Provision for income taxes:
Current 63,476 57,524
Deferred 13,394 5,062
76,870 62,586
Income before foreign currency adjustments
and minority interest 76,612 57,443
Foreign currency translation gain (loss) (1,055) 4,134
Minority interest in earnings of subsidiaries (1,708) (1,722)
Net Income 73,849 59,855
Retained Earnings:
At beginning of year 596,917 562,829
670,766 622,684
Dividends paid 25,758 25,767
At end of year $ 645,008 $596,917
Earnings and Dividends per share
Net income $4.29 $3.47
Dividends paid (Canadian currency):
Class A $1.65 $1.50
Class B $1.65 $1.3234

The Summary of Significant Accounting Policies and Notes to Financial Statements
are part of these statements.
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Consolidated Balance Sheet
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Expressed in thousands of United States dollars

Assets
1978
Current Assets:
Cash $ 16,830
Short-term investments, at cost
(approximates market value) 49,159
Accounts receivable 156,711
Inventories 551,040
Prepaid expenses 18,962
Total current assets 792,702
Investments 77,629
Land, Buildings and Equipment 361,583
Less depreciation 186,727
174,856
Other Assets 2,827
$1,048,014

August 31

1977
$ 15,738

86,470
127,688
509,077

14,183

753,156

26,146

350,397
173,617
176,780

3,072

$959,154

The Summary of Significant Accounting Policies and Notes to Financial Statements

are part of these statements.
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AND SUBSIDIARIES

Expressed in thousands of United States dollars

Liabilities and Shareholders’ Equity

1978
Current Liabilities:
Loans and notes payable $ 83,640
Federal excise taxes 13,829
Income and other taxes 52,095
Accounts payable and accrued liabilities 69,853
Total current liabilities 219,417
Long-Term Indebtedness 49,524
Deferred Income Taxes 101,529
Minority Interest 20,044
Shareholders’ Equity:
Common shares, without par value 17,330
Retained earnings 645,008
662,338
Deduct: Common shares held by Trustees and
subsidiary company, at cost (1978—174,453 shares;
1977—153,313 shares) 4,838
657,500
$1,048,014

Approved by the Board
H. Clifford Hatch, Director
A. E. Downing, Director

August 31

1977

$ 86,839
13,305
40,444

51,735

192,323
49,524
88,135

19,172

17,330
596,917

614,247

4,247

610,000
$959,154

13
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Consolidated Statement of Changes
in Financial Position

ks

Expressed in thousands of United States dollars

Year ended August 31

1978
Financial Resources were provided by: o
Net income $ 73,849
Items not requiring outlay of working capital:
Depreciation 15,554
Amortization of cost in excess of net
assets of company acquired (reflected as
reduction of other income) —
Minority interest in earnings of subsidiaries 1,708
Deferred income taxes 13,394
Working capital provided from operations 104,505
Financial Resources were used for:
Payment of dividends 25,758
Expenditures for land, buildings and equipment
less disposals 13,630
Investment in Bacardi companies 45,406
Other investments 6,077
Other items 1,182
92,053
Increase in Working Capital 12,452
Working Capital:
At beginning of year 560,833
At end of year ' $573,285
Changes in Working Capital Components
Increase (decrease) in principal current assets—
Cash and short-term investments $(36,219)
Accounts receivable 29,023
Inventories 41,963
(Increase) decrease in principal current liabilities—
Loans and notes payable 3199
Accounts payable and accrued liabilities (18,118)
Income and other taxes (11,651)
Other items 4,255
Increase in working capital $ 12,452

1977
$ 59,855
14,359
1,050

1,722
5,062

25,767

13,215

46
831

— 95555

42,189

518,644

$560,833

$ 53,930
(17,239)
12,490

11313
(9,987)
(6,769)
(1,549)

$ 42,189

The Summary of Significant Accounting Policies and Notes to Financial Statements

are part of these statements.



Notes to Financial Statements

pakaf

1. Inventories

W

Inventories shown in the accompanying consolidated balance sheet consist of the following:

Raw materials and supplies

Maturing whiskies and cognac

Finished goods

2. Land, Buildings and Equipment

August 31
1978 1977
(Thousands of dollars)
$ 41,177 $ 34,209
428,451 418,438
81,412 56,430
$551,040 $509,077

The amounts shown in the accompanying consolidated balance sheet are detailed below:

August 31, August 31,
1978 1977
Cost Depreciation Net Net
(Thousands of dollars)
Land $ 7,364 $ — $ 7,364 $ 7,359
Buildings 177,425 71,679 105,746 107,779
Equipment 174,527 115,048 59,479 59,273
Construction in progress 2,267 — 2,267 2,369
$361,583 $186,727 $174,856 $176,780

3. Loans and Notes Payable

Loans and notes payable consist of:

August 31
1978 1977
(Thousands of dollars)
Bank loans $ 49,049 $ 35912
Commercial notes 34,591 50,927
$ 83,640 $ 86,839
Average annual borrowings $ 88,026 $106,285

Average annual interest rate 8.8% 8.7%
Maximum amount outstanding

at any month-end $ 92,000 $108,000

At August 31, 1978 the average interest rate on short-
term borrowings was 9.6% (Canada and the United
States—8.9%, other countries—10.5%). Through its

subsidiaries the Company has unsecured lines of credit
totalling $78 million in Canada and the United States
and %97 million in other countries, with interest at
prime or most favourable local rates. At August 31,
1978 the unused portion of these lines was $126 mil-
lion. In addition, the Company has available a $65
million bank line of credit to support its commercial
note borrowings.

The Company has a long-term agreement with a third
party to provide a loan of $25 million to its operating
subsidiary in the United Kingdom, in exchange for a
loan made by the Company elsewhere. Such loans are
considered to be intercompany in nature and, accord-
ingly, are offset in consolidation.

15
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4, Long-Term Indebtedness

Long-term indebtedness consists of unsecured deben-
tures in Canadian currency of $20 million bearing
interest at 97s% per annum, and in United States

5. Stock Option Plan

The present stock option plan approved by the share-
holders in December 1972 provides for the granting
to officers and key employees of options to purchase
an aggregate of 250,000 common shares at 100% of
the quoted market price of the shares on the date
of grant. Options must be granted within ten years
from October 17, 1972 and are generally exercisable
at the end of each of the first four years from the
granting date at the rate of 25% per year. Options
granted to Canadian employees must be exercised
within ten years. Options granted to United States
employees prior to May 21, 1976 must be exercised
within five years and subsequent options before May
21, 1981, as provided by the Tax Reform Act of 1976.

Option information for the two years ended August
31, 1978 is shown below:

Number of shares

1978 1977
Options granted = 141,600
Options exercised 2,960 —
Options lapsed 41,800 5,640

6. Common Shares

Authorized capital of the Company consists of 42,-
000,000 Class A shares and 21,000,000 Class B shares.
The shares are inter-convertible on a share-for-share
basis and the rights of each class are identical. Divi-
dends on the Class B shares are the same as on Class
A shares and are currently paid out of the Company’s
1971 capital surplus on hand as defined by the Income
Tax Act (Canada). Prior to July 15, 1977 Class B divi-
dends were reduced by a 15% tax paid by the Com-
pany. The right to distribute tax-deferred dividends on
the Class B shares terminates at the end of calendar
year 1978.

currency of $30 million bearing interest at 9%2% per
annum. Both series of debentures mature on Decem-
ber 15, 1980.

Options outstanding at August 31, 1978 were as
follows:

Officers and
Option price employee

Date of grant per share directors Total
April 1972 $43.69* 5,200 11,950
February 1973 51.94* 21,000 30,000
January 1977 26,13 4,800 46,400
January 1977 26.50* 24,800 82,440

55,800 170,790

*Canadian currency

The cost of shares acquired by trustees for the options
granted and the cost of those held by a subsidiary
have been deducted from Shareholders’ Equity in the
consolidated balance sheet.

Changes in the share capital of the Company for the
two vears ended August 31, 1978 were as follows:

Class A Class B

Shares issued and outstanding at
August 31, 1976 16,088,149 1,287,947
Conversions (net) (108,514) 108,514
Shares issued and outstanding at
August 31, 1977 15,979,635 1,396,461
Conversions (net) 138,159 (138,159)
Shares issued and outstanding at
August 31, 1978

16,117,794 1,258,302




7. Remuneration of Directors and Officers

Remuneration paid by the Company or its subsidiaries
to its twelve directors and nine officers is set out

Paid by

below. Three of the directors are also officers of. the
Company.
1978 1977

" (Thousands
of dollars)

Hiram Walker-Gooderham & Worts Limited

As directors
Corby Distilleries Limited
As directors of Corby

Other subsidiaries (none of which are incorporated
under the Canada Corporations Act)

As directors
As officers

In addition, supplemental retirement allowances aggre-
gating $210,000 are being paid to two directors who
retired as senior officers during the year. Of this
amount, $122,500 was paid during the year with the
balance payable next year.

Employment agreements with three directors, one of
whom is an officer and two of whom retired as officers

% 72 $ 75
11 12
40 43

814 855

$937 $985

during the year, provide that, subject to certain restric-
tions, each of the three directors will receive $25,000
annually beginning with his sixty-fifth birthday through-
out his life, or for ten years, whichever is longer. The
cost of annuities purchased to meet these obligations
was $33,000 (1977—$64,000).

8. Pensions

Pension expense was $11,663,000 in 1978 and
$8,417,000 in 1977. Recent valuations of the Company’s
plans by independent actuaries indicated aggregate

unamortized prior service costs of approximately $14
million after deducting a special payment of $1,642,000
made in 1978,

9. Geographical Information

Information for the year ended August 31, 1978 is shown below:

Canada and Other
United (principally
States Europe) Eliminations Consolidated
(Thousands of dollars)
Net sales
Unaffiliated customers $810,207 $204,183 $ — $1,014,390
Intercompany between
geographical areas 1,855 44,668 (46,523) —
$812,062 $248,851 $(46,523) $1,014,390
Net income $ 52,506 $ 22,490 $ (1,147) $ 73,849
Identifiable assets $612,293 $491,549 $(55,828) $1,048,014

Intercompany transfers between geographical areas are at approximate market prices.

17
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Auditors’ Report

To the Shareholders of
Hiram Walker-Gooderham & Worls Limited:

We have examined the consolidated balance sheets of Hiram Walker-Gooderham
& Worts Limited and its subsidiaries as at August 31, 1978 and 1977 and the con-
solidated statements of income and retained earnings and of changes in financial
position for the years then ended. Our examinations were 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 August 31, 1978 and 1977 and the results of its opera-
tions and the changes in its financial position for the years then ended in accordance
with generally accepted accounting principles consistently applied.

Price Waterhouse & Co.
Toronto, October 11, 1978 Chartered Accountants
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Management’s Discussion and Analysis of
Consolidated Summary of Operations

1978 Compared to 1977

Dollar sales increased 15.9% for the year. This increase
was attributable mainly to gains in volume of the
Company’s principal brands, Ballantine’s Scotch, Can-
adian Club, Courvoisier Cognac, and its general line
of imported liqueurs and domestic cordials. Volume
increases were achieved in moslt countries, except
Canada, under generally improved market conditions.
In addition, it is believed that there has been some
build-up in customers’ inventories of certain products.
Operating margins improved to 35.9% from 35.4%,
reflecting a better sales mix and the effect of price
increases implemented during the year for the main
products. The strengthening of the pound sterling also
had a favourable impact on margins. These factors
were offset in part by generally higher product costs.
Selling and operating expenses increased 11.8% due
to the higher level of business, inflationary pressures
and, to a lesser extent, the net effect of changes in
foreign currency translation rates from the prior year.
Interest expense declined primarily as a result of the
reduced levels of borrowings. The decline in the effec-
tive income tax rate to 50.1% from 52.1% in 1977 was
caused by translation related factors and the 3%
inventory credit available in Canada this year. The
currency translation losses for the year were due to
the impact of a stronger French franc partially offset
by the gain resulting from a weaker Canadian dollar.
Net income improved by 23.4% as a result of these
factors.

1977 Compared to 1976

The decline in exchange rates relative to United States
currency and the removal from consolidation of the
Argentine subsidiary as of February 29, 1976 affects to
some extent the comparability of individual income
statement items in the two years.

Both dollar and unit sales were relatively unchanged
from the prior year. The positive effect on sales dollars
of the increased volume of premium priced products
was negated by the higher quantities of products sold
exclusive of excise taxes. Operating margins increased
from 35.0% to 35.4%, primarily as a result of this
change in sales mix. Increased operating costs, which
were only partly offset by price increases in some
markets, served to moderate the margin improvement.
Selling and general expenses were up 5.7%, reflecting
a general increase in the cost of doing business in all

Sales
Millions % 1'014
890 864 875 875
1974 1975 1976 1977 1978

Net Income

Millions 74
66
60
55
51
Net Income
T 26 26 26
----...--I-------- Emmm
1974 1975 1976 1977 1978
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the countries in which the Company operates. Invest-
ment income increased and other interest expense
declined mainly because more funds were available
for short-term investments in 1977, particularly in the
United States and Scotland, and borrowing levels were
reduced elsewhere. Lower interest rates in most coun-
tries also contributed to the reduction in interest ex-
pense. A reduced charge for the amortization of
goodwill was the major factor in the increase of other
income in 1977. The effective income tax rate in-
creased to 52.1% this year from 50.0% in 1976 due
to translation related factors. After gains from foreign
currency adjustments (primarily due to the changes in
the value of the Canadian dollar in 1976 and 1977)
and amounts related to minority interest, net income
improved by 8.3%.

Working Capital

Approximately $105 million in funds was generated
from operations in 1978 representing net income plus
depreciation, deferred income tax increases and mi-
nority interest in earnings of subsidiaries. These funds,
together with a reduction of about $37 million in
short-term investments, were used to finance increased
accounts receivable ($29 million) and inventories ($42
million), reflecting the higher level of business activity.
These funds were also used to pay for the $45 million
investment in the Bacardi group of companies, to make
capital expenditures of $14 million, and to pay divi-
dends of $26 million.

Shareholders’ Equity

Shareholders’ equity amounted to $658 million at
August 31, 1978 or $38.22 per share, an increase of
7.9% from August 31, 1977 ($670 million or $35.42
per share). There were approximately 27,000 share-
holders of the Company at the year-end, of which
86% were Canadian and the balance were residents
of the United States and other countries.

Replacement Cost

The Company’s operations have been subject to vary-
ing degrees of inflation in Canada and in other coun-
tries in which it conducts its business. Replacement of
buildings and equipment at current prices would re-
quire a substantially greater investment than was
required at the time the assets were purchased and
depreciation charges on such replacement values
would be greater than reported. Inventories and cost
of products sold would be similarly affected because
of the long periods that whiskies and cognac must
remain in storage before being bottled and sold. The
Company has attempted over the years to adjust sell-
ing prices to maintain profit margins and, competitive
conditions permitting, will continue to do so in the
future,

Further details of the impact of inflation on replace-
ment cost of inventories and buildings and equipment
are included in the Company’s Annual Report to the
Securities and Exchange Commission on Form 10-K.

Distribution of 1978 Sales Dollar

Excise taxes and import duties

Income and other taxes

Materials and supplies

Wages and salaries

Selling and operating expenses

Dividends paid
Reinvested in business

D

Shareholders’ Equity per Share

33.7%

9.5

24.7

12.3

12.6

25
4.7

100.0%

Dollars
38.22
35.42
33.43
30.45 31.73
1974 1975 1976 1977 1978



Quarterly Results, Dividends Per Share and

Common Share Prices

(Unaudited)

Quarter Ended

November 30 February 28 May 31 August 31
(Thousands, except per share amounts)
Year ended August 31, 1978
Sales $321,798 $212,556 $257,337 $222,699
Gross profit 102,266 85,645 85,987 90,374
Net income 25,844 13,026 16,086 18,893
Net income per share $1.50 $0.76 $0.93 $1.10
Dividends per share * (1) $0.60 $0.35 $0.35 $0.35
Share price ranges * (2) $29% to $31% to $34 to $363% to
$26"s $281% $30%s $31%
Year ended August 31, 1977
Sales $283,878 $180,402 $216,221 $194,632
Gross profit 91,650 70,282 74,006 73,993
Net income 2277 10,647 13,439 13,058
Net income per share $1.32 $0.61 $0.78 $0.76
Dividends per share * (1) $0.45 50.35 $0.35 $0.35
Share price ranges * (2) $30%2 to $29%s to $29% to $27% to
$25 $25 $241s $24

* Canadian currency

(1) In 1978 dividends paid were identical on Class A and Class B shares, while in 1977 the dividends on Class B shares

were less applicable taxes.

(2) Toronto Stock Exchange prices for Class A shares. Class B shares trade infrequently but market prices were similar to

those for Class A shares.

Business of the Company

Hiram Walker-Gooderham & Worts Limited is a hold-
ing company incorporated in Canada and having its
executive offices in Walkerville, Ontario. Through its
various subsidiaries it is primarily engaged in the
manufacture and sale of only one class of product,
distilled spirits. No other class of product contributes
10% or more to total sales. The following product
groups, listed in order of importance, accounted for
over 90% of the Company’s sales in the fiscal year
ended August 31, 1978: Canadian whiskies, Scotch
whiskies, liqueurs and cognac, American blended and
bourbon whiskies, and gin, rum and vodka.

Most of the products sold by the Company are manu-
factured by various subsidiaries in Canada, the United
States, Scotland, France and the Argentine. In addi-
tion, the Company markets in both Canada and the
United States brands produced by non-affiliated com-
panies located principally in Europe. In fiscal 1978,

58% of the Company’s products were sold in the
United States, 15% in Canada and the remaining
27% in Europe and elsewhere. Products of the Ar-
gentine company are sold primarily in that country.

The Company’s principal operating subsidiaries are
as follows:

Hiram Walker & Sons Limited

Corby Distilleries Limited

Hiram Walker & Sons (Scotland) Limited*

Hiram Walker & Sons, Inc.

Hiram Walker Incorporated

W. A, Taylor & Company

Maidstone Wine & Spirits, Inc.

Courvoisier Limited *

* Fiscal year-end of July 31 to allow timely reporting
for consolidating purposes.



Five Year Review
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Fiscal years ended August 31 1978 1977 1976 1975 1974

(Expressed in thousands of United States
dollars, except per share amounts)

Consolidated Summary of Operations

Sales $1,014,390 $875,133  $874,955  $864,105 $889,672
Cost of products sold 650,118 565,202 569,055 567,192 576,868
Selling and general expenses 196,431 175,776 166,255 166,575 161,177
Interest on long-term indebtedness 4,624 4,773 4,508 - —
Other interest 8,111 9,272 12,015 211107 15,204
Dividends and interest on investments 7,753 8,364 3,922 3,703 3,124
Other income 6,177 5,914 2,812 5,356 1,948
Provision for income taxes 76,870 62,586 57,591 48,640 671,464
Foreign currency gains (losses) (1,055) 4,134 (651) (3,169) 1,735
Net income 73,849 59,855 55,283 50,647 66,244
Average common shares outstanding

(thousands)* 17,209 17,231 17,233 17,234 17,241
Earnings per share $4.29 $3.47 $3.21 $2.94 $3.84
Dividends paid 25,758 25,767 25,953 28,278 28,954

Dividends paid per Class A share
(Canadian currency)** 1.65 1.50 1.50 1.65 1.65

Other Financial Data

Inventories $ 551,040 $509,077  $496,587  $519,896  $487,337
Working capital 573,285 560,833 518,644 425,194 386,608
Land, buildings and equipment, net 174,856 176,780 177,924 184,375 178,454
Total assets 1,048,014 959,154 912,388 913,166 863,465
Shareholders’ equity 657,500 610,000 576,165 546,835 524,869
Shareholders’ equity per share 38.22 35.42 33.43 31.73 30.45

Return on average shareholders’ equity 11.7% 10.1% 9.8% 9.5% 13.1%
Net income as a per cent of sales 7.3% 6.8% 6.3% 5.9% 7.4%

Estimated federal excise taxes and
import duties included in cost
of products sold 342,000 319,000 331,000 347,000 382,000

* Excludes common shares held by Trustees and subsidiary company.
** Similar dividends were paid on Class B shares less applicable taxes.



Company’ Record /1934 -1978

(Thousands, except per share amounts)

FISCAL | NET INCOME DIVIDENDS
S | sALes awowt | ren | enseenence | couson | eemSuame | EAmvNCe AT
CURRENCY)
[ 1934 § 21,071 $ 3,366 $ 19 $461 g5 $ $ 559
[ 1935 45,353 3,166 47 461 i B 8,244
1936 54,729 4,796 28 461 990 07 10,581
1937 63,970 6,464 35 461 1,443 09 15,140
1938 67,201 6285 34 461 2,896 T 8,577
3939 68,326 5,296 28 534 2,896 A7 10,687
1940 78,679 6,066 32 561 2,896 a7 13,296
[ 1941 102,156 6,922 37 561 2,896 a7 16,761
1942 150,492 7,124 38 561 2,894 a7 19,994 |
1943 142,018 9,245 50 561 2,886 a7 25,793
1944 167,051 7,637 41 561 2,886 a7 29,813
1945 254,618 9,411 5 561 2,886 a7 35,777
1946 266,846 15,785 88 533 2,886 a7 48,143
1947 294,577 18,880 1.09 i 3,463 20 | 63,559
1948 310,253 24,871 1.44 7 5,412 32 83,018
1949 294,113 23,644 1.37 — 5,772 .34 100,890
1950 343,123 27,926 1.62 = 6,927 40 121,889
1951 328,285 20,872 1.21 = 11,545 67 131,217
1952 306998 | 15674 91 £ 11,478 67 133,024
1953 337,305 19,003 1.1 o 8,849 50 143,268
1954 339,286 20,252 147 i 11,094 63 152,427
[ 1955 341,273 19,327 112 - 11,822 67 159,933
1956 370,928 21,079 1.22 iF 11,637 67 169,376
| 1957 396,182 22,478 1.31 e 12,031 67 179,822
1958 384,028 21,845 127 = 14,507 82 187,161
1959 412,122 23,694 1.38 L 15,598 88 195,258
1960 440,180 25,050 1.46 2 15,685 88 ' 204,650
1961 449,889 26363 153 == 16,031 93 214981 |
1962 469,287 27,706 1.61 L 16,347 1.00 226,340
1963 478,788 29,644 1.73 FL. 15,946 100 | 240038
1964 498,174 32173 1.87 == 17,506 1.10 248,353
[ 1965 529,615 34,568 2.01 et 19,152 1.20 263,769
[ 1966 565,317 38,022 2.21 = 19,194 1.20 282,596
[ 1967 590,350 40,800 2.37 & 20,708 130 302,689
1968 634,299 44267 557 = 20,722 1.30 318,167
1969 690,419 47,928 278 a5 23,235 1.45 351,685
1970 715,379 48,693 2.82 = 23,492 1.45 376,886
[ 1971 713,606 48,434t 281t i 24,762 1.45 400,558
1972 805,106 54,0931 31314 i 25,183 1.45 436,466
| 1973 839,270 63,405 3.67 = 26,030 1.50 473,840
1974 889,672 66,244 3.84 = 28,954 1.65 511,129
1975 864,105 50,647 2.94 = 28,278 1.65 533,499
1976 874,955 55,283 3.21 = 25,953 1.50 562,829
1977 875,133 59,855 3.47 = 95767 1.50 596,917
1978 1,014,390 73,849 4.29 7 25,758 1.65 645,008
* Adjusted for stock splits of four-for-one in 1947, three-for-one in 1958 and two-for-one in 1964. Beginning in 1974 per share amounts are
for Class A shares, and dividends on Class B shares are the same as for Class A, less applicable tax.
t After deducting extraordinary foreign exchange adjustments of $2,617 or $0.15 per share in 1971 and $2,230 or $0.13 per share in 1972,

¢ Commencing in 1972, includes all subsidiaries and the Company’s share of the earnings, or losses, of 50%-owned companies









