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Corporate profile

Hiram Walker Resources Ltd. (referred
to as the Company in this report) is a
holding company that owns Hiram
Walker-Gooderham & Worts Limited
(Hiram Walker), Home Oil Company
Limited (Home) and The Consumers’
Gas Company Ltd. (Consumers’) with
assets of $4.9 billion, and revenues of
$2.9 billion. Hiram Walker Resources is
one of the largest publicly traded com-
panies in Canada.

Hiram Walker is one of the world’s
largest distillers with products being
manufactured in Canada, the United
States, Scotland, France, Mexico and
Argentina, and marketed throughout the
world. Some of Hiram Walker's prin-
cipal brand names are Canadian Club
Whisky, Ballantine’s Scotch Whisky,
Kahlua Liqueur and Courvoisier Cognac.
Home is engaged in the exploration for
and production of oil and natural gas
primarily in Canada and the United
States, and also in Australia, Guyana,
and other areas. Consumers’ is a major
Canadian gas distribution utility, serv-
ing approximately 678,000 residential.
commercial and industrial customers in
central and eastern Ontario, western
Quebec and northern New York State.

The common shares of the Company
are listed on major Canadian stock ex-
changes and on the New York Stock Ex-
change. At September 30, 1981, the
Company had 69,207,872 common
shares, and 13,884,351 voting prefer-
ence shares outstanding, held by
61,119 shareholders. The Company,
which is incorporated under the laws of
the Province of Ontario, maintains ex-
ecutive offices in Toronto, Ontario. The
Company employs 11,430 people.
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Annual meeting

The Annual and General Meeting of
Shareholders of Hiram Walker Resources
Ltd. will be held in the Canadian Room
of the Royal York Hotel, 100 Front Street
West, Taronto, Ontario, on Wednesday,
February 3, 1982, at 11 a.m.



The year in brief 5

Financial
1981 1980 1979

eSS S =L ]
(Expressed in millions except per share amounts)
Net income $ 2501 $ 2395 $ 177.2
per commaon share $3.23 $3.18 $2.56
per common share fully diluted $3.02 $3.01 $2.62
Dividends per common share $1.32 $1.32 $0.88
Funds from operations $ 421.6 $ 364.8 $ 2311
Revenue $2,945.3 $2,663.4 $2,144.2
Assets $4,918.2 $3,610.7 $2,447 .4
e e e e e e = S

Operating
T e et e e e

Distilled spirits

Gross revenue less excise taxes and
import duties (millions of dollars) $ 1,068 $ 1,008 $ 905

Natural resources

Crude oil and liquids production

(barrels per day) 32,370 31,053 30,863
Natural gas sales (millions of

cubic feet per day) 165.8 129.9 136.3
Gas utility
Volume of gas sold (billions of

cubic feet) 296.9 286.1 303.6
Number of active customers 678,279 630,747 588,178




To the shareholders

H. Clifford Hatch

The year 1981 was the first full year of
combined operations of the Company.
The year produced satisfactory financial
results, despite depressed economic
conditions in many countries around the
world. Initial steps were taken to expand
the natural resource segment of the
Company’s business, leading to a sub-
stantial acquisition of oil and gas proper-
ties in the United States. During the
year, the Company also streamlined its
corporate structure by creating a holding
company, Hiram Walker Resources Ltd.,
which now owns its three principal
businesses.

Financial

Net income, before provision for pref-
erence share dividends, increased from
$239.5 million in 1980 to $250.1 million
in 1981. The results of 1981 included
a non-recurring tax benefit related to
stock appreciation relief in the United
Kingdom, amounting to $37.0 million,
and a foreign currency translation gain
amounting to $24.5 million. After adjust-
ing for these items, net income would

2

W. P. Wilder

have been $188.6 million in 1987 com-
pared with $244.7 million in 1980. The
major reasons for this result were the
adverse effects of The National Energy
Program in Canada, reduced mining
income due to both lower prices and ore
grades, higher borrowing costs, and the
impact of the acquisition of oil and gas
properties from the Davis Oil Company
which, as stated at last year's annual
meeting, was expected to have a dilutive
impact on income. In the distilled spirits
segment, generally higher selling prices
for principal brands offset a decline in
sales volumes. The gas utility benefited
from customers, a rate In
crease, sather which was slightly
colder than last year, though normal
when compared with historical averages.
Funds from operations in 1987 were
$421.6 million, revenues $2.9 billion and
assets $4.9 billion. Comparable “igures
for 7980 were $364.8 million. $2.6
billion, and $3.6 billion. Earnings for

additional

and w

19817 are notdirectly comparable to those

of 1980 as the results of Home OQil
Company Limited were only consoli-

dated for nine months in 1980. Divi-
dends for the period were $1.32 per
common share, the same level as paid
in 1980.

Energy
Significant steps were taken in 1981 to
redirect the activities of the natural re-
source segment in order to minimize the
negative impact of government policy
on the oil industry in Canada. Exploration
in Canada was curtailed to match the
substantially reduced amount of money
received for oil and gas production from
existing reserves. Activities outside
Canada were accelerated, particularly
in the United States, where the acquisi-
tion of oil and gas properties from
Davis Oil has increased both the pro-
duction base and land holdings to the
point where the Company is now the
largest Canadian holder of United States
exploration and production acreage with
1.8 million net acres. An appreciation
for the magnitude of these initiatives is
revealed by examining the change in the
asset mix of the Company. Of the Com-
pany’s total assets. 43 per cent are now
in natural resources, 31 per
distilled spirits and 26 per cent in gas
utility. A vear earlier, 30 per cent were
in natural cent In
distilled spirits and 30 per cent in gas
utility. The natural resource assets are
about evenly split between Canada and
the United States

Increased efforts on the international
exploration scene during the year re
sulted in an oil discovery in Australia.
Though the size of the reserves dis-
covered can only be determined by ad-
ditional drilling, the Company expects
initial production from the field to begin
in late 1982, or early 1983.

cent In

resources, 40 per

Organization

Following the approval to reorganize the
Company under Hiram Walker Resources
Ltd., Consumers’ will be able to finance
its expansion on an appropriate basis for
a utility. Plans were announced to offer
for sale to the public 10 to 15 per cent of
the common shares of The Consumers’
Gas Company Ltd. The uming of the
financing will depend upon improved



equity markets in Canada. The financing
will enable the public to invest directly
in Consumers’, a company engaged
solely in business as a gas utility.

In securing approval for the reorgani-
zation, the Company and the Govern-
ment of Ontario agreed to the creation of
a Board of Directors for Consumers’
which would have a degree of indepen-
dence from the parent company and
represent the communities served by the
utility. Provision has been made, there-
fore, for a 14-member Board. Of the 14
directors, five will sit on both the Con-
sumers’ and Hiram Walker Resources’
boards, and seven, because of their long
association with Consumers’, have
agreed to act as independent directors.
Two new directors will be added. The
Chairman, Deputy Chairman and Presi-
dent are W. P. Wilder, Noah Torno and
R. W. Martin, respectively,

Financing

During the vyear, the Company was
active in Canadian and European finan-
cial markets, raising the equivalent of
$520 million in Canadian funds through
seven debt issues to September 30,
1981. Proceeds from these funds, which
bear interest at rates ranging from 7%
to 18% per cent, principally with five
yvear terms, were used to reduce loans
under a revolving credit agreement
associated with the oil and gas property
acquisition in the United States and to
reduce bank borrowings in Canada. In
addition to these debt financings, the
Company raised $100 million through
the issue of 9% per cent preference
shares, convertible into common shares
of the Company. Subsequent to Septem-
ber 30, 1981, a further $50 million was
raised through the issue of 14.16 per
cent preference shares and $144 million
through two debt issues. Additional
financings will be undertaken to replace
floating rate debt with fixed rate debt as
market conditions permit.

Outlook

Against an economic environment char-
acterized by high interest rates, inflation
and low real growth, it will be difficult to
attain the income levels achieved in

1981. The year 1982 will reflect the con-
tinuing effect of The National Energy
Program, the impact of a full vear's
operation of the properties acquired
from Davis Qil, the absence of the non-
recurring tax benefit in 1981, as well as
the uncertainty of the effects of foreign
currency translation rates.

Looking beyond 1982 Hiram Walker
is nearing the end of a major capital
spending program that will provide this
segment with modern and efficient plant
and distribution systems to serve all its
principal markets. Continued and steady
progress is forecast with the expecta-
tion of above average performance when
economic conditions improve.

The natural resource segment, in the
face of The National Energy Program,
has expanded outside Canada where
opportunities for substantial growth in
the years ahead are still available.

The gas utility is positioned to serve
the large and growing central Canadian
market and has access to abundant and
secure supplies of natural gas. The
revenue of this segment will increase in
1982 as the result of an interim rate
increase granted by the Ontario Energy
Board on October 7, 1981. Consumers’
had requested an increase in its return on
common equity to 18 per cent from the
present level of 14.25 per cent. In the
interim decision, the Board provided for
a return on common equity of 15 per
cent, with a final decision expected in
December, 1981,

Corporate
At the February 3 annual meeting, share-
holders will be asked to authorize a
reduction in the size of the Company’s
Board of Directors to 18 members from
30 at present.

Four directors, Senator Harry W. Hays,
Joseph Jeffery, Beryl A. Plumptre and

A. Ross Poyntz, are retiring. Senator
Hays, who resides in Calgary, had been
a Director of Home for 10 years where
he served as a member of the audit
committee, and on becoming a Director
of the Company, also served on the
audit committee. Mr. Jeffery, who re-
sides in London, Ontario, has been a
Director of Hiram Walker since 1959,
and served on the Company’s Board as a
member of the audit committee. Mrs.
Plumptre, of Ottawa, served on the pen-
sion committee, and had been a member
of the Consumers’ Board since 1976. Mr.
Poyntz, who resides in Toronto, was
first elected to the Consumers’ Board
in 1953. He served as a member of the
executive and audit committees and, on
becoming a Director of the Company,
served as a member of the audit commit-
tee. In addition to the retiring directors,
Robert J. Tebbs will not stand for re-
election to the Board. Mr. Tebbs retired
during the year as Senior Vice President
of Hiram Walker. The Board is indebted
to these directors for the valuable contri-
bution they have made over the vyears.
Itextends its appreciation for their advice
and counsel.

The Board welcomes Richard F.
Haskayne who will be appointed Presi-
dent and Chief Executive Officer of
Home and Executive Vice President of
the Company effective January 1, 1982,
and nominated to the Board of the Com-
pany. Mr. Haskayne, 46, has spent his
entire career in the energy business,
principally with Hudson’s Bay Qil and
Gas Company Limited of Calgary, where
he has resigned as president to accept
the appointment with Home. Mr.
Haskayne replaces A. M. MclIntosh who
resigned on October 7.

The Board extends its appreciation to
the 11,430 employees who serve the
Company around the world.

Submitted on behalf of the Board of Directors:

Q@W&M Lo et

H. Clifford Hatch
Chairman of the Board

November 18, 1981

W. P. Wilder
President and Chief Executive Officer



Review of operations/Distilled spirits

Hiram Walker markets more than 100 of its own
brands worldwide and acts as marketing agent
for a number of well-known international brands.

Financial highlights
millions of dollars

1981 1880
Operating Revenue $1,4349 51.417.2
Operating Income $ 2631 $ 250.9
Funds From Operations $ 211.5 $ 198.0
Assets $1,640.3 51,4400
Capital Expenditures $..849 S 515

Principal Officers
Hiram Walker-Gooderham & Worts Limited

A. E. Downing. President

H. Clifford Hatch, Jr., Vice President

J. P. Ferguson, Vice President and Treasurer
J. A. Giffen, Vice President

I. M. Wilson-Smith, Vice President

Highlights

Depressed economic conditions in most
major markets served around the world
resulted in a decline in sales volumes in
the distilled spirits segment during
the vear which was offset by generally
higher selling prices for principal brands.
During the past two years, Hiram Walker
has embarked on a substantial capital
spending program to restructure its plant
and distribution facilities. With the com-
pletion of the major portion of this
program in 1982, capital expenditures
will return to more normal levels, and the
distiller will be in an exceptionally strong
position to participate in above average
growth when economic conditions in
world markets improve.

Marketing

Hiram Walker markets more than 100 of
its own brands around the waorld, and
acts as a marketing agent for a number of
well-known international brands. The
United States remains the most impor-
tant market, accounting for about 58 per
cent of sales by volume, butinternational
markets, particularly Europe, are increas-
ing in importance and account for 26 per
cent. Sales in Canada account for the
remaining 16 per cent.

United States

Over the past decade a substantial shift
has taken place in the tastes of drinkers
in the United States. Whisky's share of
the distilled spirits market has decreased
— from 65 to 49 per cent — while non-
whiskies, particularly vodka, rum and
liqueurs, have increased — from 35 to
b1 per cent.

Hiram Walker has been well positioned
to take advantage of this trend. Domes-
tic liqueurs, marketed under the Hiram
Walker name, are the largest selling line
in the United States. Kahlua 1s the largest
selling imported liqueur, with strong
representation also provided by
Drambuie and Tia Maria. As a resultof a
12 per cent investment interest in the
Bacardi group of companies, Hiram
Walker has participated in the growth of
the rum market with the world’s largest
selling brand. Excellent strength is held
in the cognac market with Courvoisier.

Capital expenditures
millions of dollars

90

60

30

1979 1980 1981

The distilled spirits segment is nearing the end
of a major capital spending program that will
provide modern and efficient plant and distri-
bution systems to serve all its principal markets.

Canadian whisky sales in the United
States have not suffered to the same
extent as bourbons and blends and, as a
result, Canadian Club still ranks among
the top five brands of all spirits sold in
that country.

The industry in the United States
expects a continuation of stiff price
competition in lower priced brands,
particularly in the gin, vodka and straight
and blended whisky categories. How-
ever, premium priced products, with a
recognized image such as Hiram
Walker's, should maintain or better their
market share.

Canada

Over the past few years, the distilled
spirits market as a whole has been
stronger in Canada than in the United
States but recently has shown signs of
slowing down. The future is also some-
what uncertain as the Federal govern-
ment moves to increase the excise tax
annually in line with the rate of increase
in the beverage alcohol component of
the Consumer Price Index. Premium
products such as Canadian Club, the
largest selling brand in Canada, should
register modest gains. Ballantine’s is
the second largest selling Scotch and
Kahlua the largest selling liqueur. Hiram
Walker looks for a strong performance
from these brands.



Principal Brands

Canada

Canadian Whiskies

Canadian Club

Special Old

Gooderham's Bonded
Stock

Imported Scotch
Whiskies
Ballantine’s
Lauder's
Liqueurs

Hiram Walker's

Imported Liqueurs

Rums
Government House

Imported Wines

J. Moreau et Fils (France)

Langenbach and Company
(Germany,)

Tarride Ledroit & Cie
(France)

United States
Imported Canadian
Whiskies

Canadian Club
Gooderham’s Rich & Rare

Tequila
Two Fingers

London Dry Gin

Hiram Walker's Crystal
Palace
Booth's High & Dry

Vodka

Hiram Walker's Crystal
Palace

Cordials and Fruit

Flavored Brandies

Hiram Walker's

Drambuie
Tia Maria Imported Scotch Cognacs
Kahlua Whiskies Courvaoisier
Venetian {;’ream Ballantine’s Salignac
Cognac Lauder’s Imported Liqueurs
Courvoisier Sl gmungier Drambuie
; Straight Bourbon Tia Maria
London Dry Gins Xl

Hiram Walker's Crystal
Ballantine’s (Imported)

Vodkas

S 'S'O’ Whiskey
Hiram Walker's Crystal :
Imperial

Ten High

American Blended

International

In international markets, two products
with the greatest potential are Scotch
Whisky and Cognac. Hiram Walker is
strongly represented with Ballantine’s
and Courvoisier.

Qutside North America, Ballantine’s is
the number two selling Scotch in the
world. In addition, Ballantine's 12 Years
Old is doing exceptionally well as a
premium brand in European markets.
Gains are also expected in Courvoisier
sales, with added impetus provided by an
improvement in the European economy.

Manufacturing

Hiram Walker carries on its distilling,
maturing, blending, and bottling opera-
tions at fully integrated plants in Canada,
the United Kingdom and Argentina.
The major facilities are located in
Walkerville and Corbyville, both in
Ontario ; Kelowna, British Columbia;
Dumbarton, Scotland and Buenos Aires,
Argentina. The combined daily capacity

Whiskeys
Walker's Del uxe

Venetian Cream

Imported Fine Wines

Those represented by
Frederick Wildman &
Sons, Limited

of Hiram Walker's distilleries in all
countries is approximately 280,000 U.S.
proof gallons. In addition, Hiram Walker
matures, blends and bottles cognac at
Jarnac and Cognac, France, manu-
factures Kahlua at Mexico City and
operates a blending and bottling plant
at Burlingame, California. Total daily
bottling capacity at these facilities is
approximately 117,000 cases.

A significant portion of the capital
spending program was directed to the
United States where Hiram Walker is
completing a major restructuring of its
facilities to respond to the market prefer-
ence for the increased consumption of
white goods and liqueurs, and decreased
consumption of brown goods.

Late in the year, construction was
substantially completed on a plant at
Fort Smith, Arkansas, to blend and bottle
liqueurs. Built at a cost of $70 million,
with a daily capacity of 6,600 cases, the
new plant will enable Hiram Walker to
keep pace with the growing liqueur

market. It will also reduce the unit costs
of bottling and blending products, and
result in the more efficient servicing of
markets.

With the essential completion of the
Fort Smith plant, the liqueur bottling
and blending plant that formed part of
the fully-integrated facility at Peoria,
[llinois, was closed. The distillery portion
of the Peaoria facility was sold in 1980,
with the result that Hiram Walker no
longer distills in the United States but
contracts with independent distillers for
the distillation and aging of whiskies in
accordance with Hiram Walker speci-
fications. Significant cost savings are
being achieved with this new method of
operation.

Substantial capital expenditures are
also being made in Scotland where the
construction of a $90 million bottling
plantat Dumbarton is due for completion
in 1982. The plant will provide Hiram
Walker with the most efficient blend-
ing and bottling facility in the Scotch
whisky industry, with sufficient capacity
to meet projected requirements. The
plant will also reduce dependence on
outside bottlers.

No major capital expenditures for plant
improvement were made in Canada. The
distilleries in Walkerville and Kelowna
are both modern, up-to-date plants with
facilities to meet projected market
growth over the medium term.



he name is

( Amaretto & Cognac.
The taste is something
smsarfonrzﬂ_’yd _[Tek' 3

@ g f’m‘ liqueur.

The Original
Amaretto & Cognac.

Courvoisier...

ThO%-:naL ch way of life.
There’s only one.

COGNAC

COURVOISIER

© Courvommr SA- 198"

The historical roots of Canadian Club are featured in this
advertisement (opposite page) appearing in print publi-
cations in the United States. Canadian Club ranks among
the top five brands of all spirits sold in the United States.
Hiram Walker maintains its position as & leading seller of
ligueurs through the regular introduction of new products
such as Amaretto and Cognac (above left). Kahlua (lower
left) is the largest selling imported liqueur in the United
States and Canada. Exceptional strength is held in the
cognac market worldwide with Courvoisier (above).

KahiGa. Gofles Liqueut irom Sunny Meico. 53 Prool. Maiisione Wing & 5pris inc. 116 N. Robertson Bhd . Los Angeles. CA 80044



Hiram Walker’s unique, light-tasting whisky
earned its reputation as the finest whisky in
exclusive clubs from the time it first appeared.
That’s how it became “Club Whisky.”

In 1891, a new U.S. law required the country
of origin to appear prominently on a product’s
label. Hiram Walker proudly added “Canadian™
to Club Whisky and people just as proudly
began ordering “Canadian Club”

‘Today people enjoy Canadian Club so many
ways: on the rocks, smoothing out sours or
Manhattans and with favorite mixers. Because it’s
lighter than Scotch, smoother than bourbon. And
it’s still “The Best In The House”® in 87 lands.

¥/
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Tia Maria, the delicious
imported In|u at
has the golden color

of a sunset

Smooth and mellow—
your first tast

—FROM A WO WHO KNOWS

*mmmormmnmﬁmlmcmmcvmﬁ
COOL AND EXTREMELY SMOOTH, T 1HAS A MILD ANG PLEASANT TASTE THATS
JUST RCHT S0 NOW ENING LONGER BORED, THANKS TO DRAMBUIE, AND
- ATEWCURES OF ICE 16 YOU RE LODKING FOR AN EXCITING ;

| DIFFERENCE . AS TWas, THIS MY WELL B YOUIR DRINK. -

Ballantine's is the second best selling Scotch in Canada
Ballantine’s Twelve Years Qld (opp_;hlte page) is receiving
increased acceptance as a premium Scotch, particularly in
intarnational markets. Tia Maria (lower left) is one of the
most important brands marketed in Canada and the
United States by Hiram Walker as an ar:sznt for ancther

company. Venetian Cream introduced

in United States and L,nmdmn mark 981. Drambuie
(above) continues as one of the worl [
accepted liqueurs.
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For those moments. .. The Scotch.

A distinctive whisky, aged in oak casks for 12 years.
The Scotch to please the most discriminating taste.

C%MM
TWELVE 7 E YEARS OLD

© George Ballantine & Son Limited - 1980



Review of operations/Natural resources

An expansion of Home's international explora-
tion activities in 1981 led to an oil discovery in
Australia.

Financial highlights
millions of dollars

1981 1980*
Operating Revenue $ 3494 s 2313
Operating Income S 820 5 192
Funds From Operations $ 149.2 $ 1125
Assets $2,076.3 $1,100.4
Capital Expenditures $ 2228 $ 1464

*See note 2, page 28

Principal Officers
Home Qil Company Limited

Richard F. Haskayne, * President and
Chief Executive Officer

W. H. Waddell. Senior Vice President
Exploration and Production

R. L. Billings. Executive Vice President and
Chief Operating Officer, Home Petroleum
Corporation

D. L. Headstream, Executive Vice President
and General Manager, HPC, Inc.

*Effective January 1, 1982
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Highlights

As the result of steps taken during the
year, the natural resource segment has
positioned itself to minimize the adverse
impact of Canada’s National Energy
Program on the Company. This was
achieved by curtailing activities in
Canadatomatch the decreased cash flow
from increased taxes, and by expanding
outside the country, principally in the
United States, and also internationally.

Drilling

During 1981, Home participated in the
drilling of 307 exploratory and develop-
ment wells worldwide, compared with
328 in 1980, which resulted in 48 net ol
wells and 23 net gas wells. Drilling in
Canadadropped to 192 wells, versus 266
a year earlier. Drilling outside Canada
increased substantially, from 60 to 108
wells in the United States, and from two
to seven wells in other countries.

International

A major expansion of exploration and
development activities was initiated
following an oil discovery in the Canning
Basin of Western Australia. (See map
page 11.)

Preliminary test results of the Blina
No. 1 discovery well, drilled on EP-129,
flowed high quality crude oil to the sur-
face from two separate intervals. The
find is significant because it is the first
oil discovery in Australia from rocks of
the Devonian age and likely will generate
increased industry exploration for olil in
similarly aged rock in the Canning Basin
and other areas of the country. Home
has a 27% per cent interest in the dis-
covery permit, which consists of about
700,000 acres, and is acting as the
operator for a group of four companies.

The first of a number of step out wells
to delineate the size of the reserves dis-
covered was drilled just over one-half
mile northwest of the discovery and en-
countered oil in the same two Intervals.
A second step out well began drilling on
November 21. The beginning of the rainy
season in late 1981 will force the
suspension of drilling until March. How-
ever, the rainy season will not hinder
plans to place the lower interval of the

Land holdings
acres (net)

1981

1980
Canada 4,296,114 4,391,289
United States 1,840,239 1,327,516
International 3,369,666 1,435,007
Total 9,506,009 7,153,812

Home holds 9.5 million net acres of exploratory
and development acreage worldwide. A detailed
description of these holdings is provided on
page 44.

discovery well, and possibly the upper
interval of the step out well, on extended
production tests. The oil produced will
be trucked to a refinery at Perth utilizing
an all-weather road.

With the discovery, Home moved
to strengthen its land holdings in the
Canning Basin by taking a 25 per cent
interest, still subject to formal signing,
in WA-117P, a 4,700,000 gross acre
permit which is an offshore extension of
the Canning Basin. Two wells will be
drilled on this permit. This offshore
acreage, coupled with EP-129, increases
net holdings in the Canning Basin to
1,366,417 acres and provides an excep-
tional land position on which to pursue
exploration.

In addition to the Canning Basin,
Home holds a net interest of 80,640
acres on permit NT /P2 situated in waters
off northern Australia. A well could be
drilled on this permitin 1982, the fourth
in which Home has participated since
1978.

Further exploration opportunities in
Australia and southeast Asia are being
actively pursued.

A two per cent interest is held in a
drilling program in the Malacca Strait
offshore Indonesia. During the vyear,
drilling resulted in a second oil discovery
that tested at rates of 12,017 barrels per
day. In addition, two wells were drilled
to delineate a discovery made in 1980.
The 1980 discovery, coupled with the
two delineation wells, tested at a com-
bined flow rate of 28,000 barrels per
day. Further delineation drilling will be



Home holds 1.4 million net acres of exploratory
land in Australia, including EP —128 where the
Blina No. 1 oildiscovery is located. Holdings in

Australia include 1,175,000 net acres subject
to formal signing. A description of landholdings
is provided on page 44.

carried out on both discoveries.

In November, drilling began on the
first of two possible explaratory wells on
a 1.9 million gross acre concession in the
Takutu Basin of Guyana. (See map page
13.) Home is the operator with a 72 per
cent interest.

United States
During the year, Home expanded its
presence in the United States through
growth and acquisition. The acquisition
of properties from Davis Oil, in addition
to increasing production, has made
Home the largest Canadian owner of
exploration and production acreage in
that country with 1.8 million net acres.
The Davis properties, purchased on
March 11, 1981, for approximately $737
million, are located primarily in the states
of Wyoming, Oklahoma, Louisiana and

Texas and consist of approximately
767.000 gross (270,000 net) acres, and
include interests in approximately 830
gross (190 net) oil and gas wells. Gross
proved and probable reserves, before the
deduction of royalty interests, were esti-
mated at the time of the acquisition at
22.1 million barrels of oil and 173.4
billion cubic feet of gas. Since the
acquisition, net daily average production
rates, after royalties, have been 2,768
barrels of oil and 29.1 million cubic feet
of gas. The extra time required to effect
the transfer of the properties has slowed
development drilling. Production levels
are expected to increase as a result of
planned development drilling.

The most significant United States
exploration success of the year was at
the Atchafalaya Bay well in Louisiana.
The well production tested at 1,571 bar-
rels of oil per day and was placed on
production August 17 at a rate of about
1,000 barrels per day, close to the max-
imum allowed. Home has a 100 per cent
interest in this well until drilling costs are
recouped at which point the interest
is reduced to 62.5 per cent.

Production commenced during the
year from the N. E. Chevron and High
Island fields, both of which are located
in the Gulf of Mexico. Production
from the N. E. Chevron field at the end of
the year was running at nine million
cubic feet of gas per day and 250 barrels
of condensate per day. By 1983, produc-
tion rates, net to Home, from the High
Island field are expected to reach four
million cubic feet of gas per day and 200
barrels of oil and condensate per day.

Canada
Although exploratory drilling in Canada
decreased as a result of The National
Energy Program, Home participated in a
number of significant discoveries.
Among them was the Home et al
Sinclair well in northeastern Alberta that
tested gas at the rate of 9.7 million cubic
feet per day. A 25 per cent interest is
held in this well. A 35 per cent interest
is held in the Shell Home Waterton well
in the southern Alberta foothills that is
expected to add to gas reserves from
this area. In west central Alberta, a 16
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per cent interest is held in the Amoco et
al Steep well that flowed gas at the rate
of 24 million cubic feet per day.

Three wells are expected to be drilled
in 1982 on Canadian frontier lands
where Home has interests. One well
could be drilled on the Gander Block off
the eastern coast of Newfoundland
where a five per cent interest is held in
5.5 million acres, and a second on the
Hekja Block, off the east coast of Baffin-
Labrador Island where a 7.5 per cent
interest is held in two million acres. The
third well could be drilled on the Sabine
Peninsula on Melville Island in the Arctic
Islands. It would be the first of a possible
four-well program to be conducted on
the Peninsula over three years. Partic-
ipation in this program is through a five
per cent interest in Panarctic Oils Ltd.
and by way of a direct two per cent
interest in about 760,000 acres on which
the drilling will take place.

Studies continued at vear end to
assess the impact of The National Energy
Program on projects in three areas:
development of substantial interests in
heavy oil deposits; development of an
Athabasca oil sands lease being carried
out by another company ; and initiation
of a tertiary recovery scheme at the
Swan Hills oil field.

Production

Total Canadian and United States pro-
duction for the year ended September
30, 1981, averaged 32,370 barrels of
crude oil and liquids per day, and 165.8
million cubic feet of gas per day. (See
page 45.) These rates include production
from Davis Qil properties since the
acquisition date. Comparable figures for
1980 were 31,0563 barrels of oil per day
and 129.9 million cubic feet of gas per
day. Canadian oil production was re-
duced by 475,000 barrels, the equivalent
of 1,300 barrels per day if averaged
throughout the vear, as a result of pro-
duction cutbacks imposed on the in-
dustry by the Alberta Government in
response to the Federal Government's
National Energy Program. The cutbacks
were lifted on September 1, 1981, when
Alberta reached a pricing accord with
the Federal Government,



Drilling began in November, 1981, on the first
of two possible exploratory wells in Guyana.

Reserves

Largely as a result of the Davis Oil
property acquisition, total gross proved
reserves, before the deduction of royal-
ties, of crude oil and natural gas liquids,
and natural gas, at September 30, 1981,
increased over the same period a year
earlier. (See page 39.) Crude oil reserves
increased from 119.7 million to 130.6
million barrels, and natural gas reserves
increased from 938 billion to 1.1 trillion
cubic feet.

Mining

Increased attention was focused on
plans to develop extensive metallurgical
and thermal coal properties located in
Canada. The most significant properties
are identified on the map on page 12.
Progress was made on the Grassy Moun-
tain property in the Blairmore area of
Alberta with a view to placing a one
million ton thermal mine in operation by

1984/85. Another promising Blairmore
property lies at Lynx Creek. The results of

20 locations drilled in 1981 indicate
three million tons of mineable thermal
coal with a productive capability of up
to 300,000 tons per year. Significant
deposits of metallurgical and thermal
coal are located in the Elk River area of
British Columbia. This deposit would be
capable of producing at rates up to four
million tons per year.

On May 20, 1981, production at the
silver and gold mine in Nevada was
temporarily suspended pending an im-
provement in the price of silver and gold.
With the sharp decline in the prices of
silver and gold, coupled with high oper-
ating costs, the mine had operated at a
loss for an eight month period preceding
closure. Shaft sinking and development
work continued since the production
shutdown.

13



Review of operations/Gas utility

Households converting from oil contributed to
a record number of customer additions in 1981,

Financial highlights
millions of dollars

1981 1980
Operating Revenue $1.,0939 $ 859.0
Qperating Income $ 1074 5 907
Funds From Operations $ 60.9 $ 543
Assets $1,301.6 $1,070.2
Capital Expenditures 8/ 861 s 1037

Principal Officers

The Consumers’ Gas Company Ltd.

Robert W. Martin, President

J. L. Aiken, Senior Vice President
Accounting and Regulation

R. S. Lougheed. Senior Vice President
Gas Supply and Development

A. R. MacKenzie, Senior Vice President
Administration

C. F. Safrance, Senior Vice President
Operations
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Highlights

The gas utility segment of the Com-
pany’s business, positioned in a growing
market and backed by adequate and
secure supplies of natural gas, continued
to attract record numbers of new
customers in 1981. These new custom-
ers, coupled with the weather, which
was slightly colder than last year, though
normal when compared with historical
averages, more than offset conservation
efforts by all classes of customers and
led to an increase in the volumes of gas
sold. The Company, as part of a corpo-
rate reorganization, structured Con-
sumers’ as a wholly-owned subsidiary
and plans to offer for sale a portion of the
common share equity of the utility
subject to favourable market conditions.

Marketing

Increasing public awareness of natural
gas as a secure and convenient energy
source that is less costly than oil or
electricity has contributed to an un-
precedented demand for natural gas
service. During 1981, arecord number of
service additions brought the total
number of customers served to 678,279.
(See table page15.) Itis anticipated that
this trend will continue for the next few
years.

Total volumes of gas sold during 1981
increased four per cent to 296.9 billion
cubic feet, primarily as a result of the
increase in the number of customers as
well as colder weather. (See tables
page 16.) Total volumes of gas sold by
Consumers’ is still less than the record
318.7 billion cubic feet recorded in
1977. However, if thermal sales were
excluded, gas sales show a steady and
consistent increase in all categories of
customers served.

Consumers’ has sold natural gas to the
R. L. Hearn Generating Station in
Toronto since 1971. After peaking in
1975 at 61 hillion cubic feet, saies
volumes declined each successive year,
reflecting both a drop in electrical
requirements and the low cost of im-
ported coal, an alternate energy source
for this customer. In 1981 sales totalled
387 million cubic feet and are expected
to remain at less than one billion cubic

Customer growth
thousands

700
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600

:

1979 1980 1981

A record number of service additions brought
the total number of customers served to 678,279
in 1981.

feet annually in the future.

Of the residential, commercial and
industrial markets, the residential sector
benefited most by the number of new
customers. The largest number of
customer additions came from house-
holds converting from oil: 31,412
versus 29,650 in 1980. The balance of
19,553 (17,400 last year) resulted from
residential construction where Con-
sumers’ continues to attract 80 per cent
of new residential construction. Sales in
the residential market, which account
for 27 per cent of total sales volumes,
advanced 10 per cent to 81 bhillion
cubic feet.

Sales volumes in the commercial
market, which account for 37 per cent
of total sales, also benefited from the
addition of 5,100 customers.

Sales volumes in the industrial sector,
other than to Hearn, which account for
36 per cent of total sales, increased
slightly over the previous year to 106.1
billion cubic feet, despite a depressed
economy and the continued surplus of
heavy fuel oil.

Supply and Pricing

Substantially all of Consumers’ natural
gas requirements are purchased under
long term contracts with TransCanada
PipeLines Limited which, in turn,
secures its supplies from waestern



Regulation

The rates which Consumers’ charges its
customers in Ontario result from hear-
ings before the Ontario Energy Board
(the Board), which establishes the
utility’s rate base and a fair rate of return
upon this investment.

In 1979 and 1980 Consumers’ did
not earn the 14 per cent rate of return on
common equity approved by the Board
for those years. The deficiency resulted
from the combined effects of regulatory
lag (delay in recovering cost increases),
continuing high levels of inflation and
unexpectedly high interest rates. In an
effort to overcome the effect of these
problems, Consumers’ has taken a
number of steps.

) Quebec _

Ontario

/M Service area
W Offshore exploration
and production acreage

{3 Underground storage

Number of active customers

Canada, mainly in Alberta. As the result
of an agreement signed after The
National Energy Program between the
Government of Alberta and the Federal
Government, the price of gas will rise less
rapidly than oil over the next four years.
In the future, natural gas destined for
domestic markets east of Alberta will be
priced at the Alberta border and this
price, which stood at $1.80 per thousand
cubic feet on September 1, 1981, will be
increased by 25 cents per thousand
cubic feet every six manths beginning
February 1, 1982. Under the agreement,
the wholesale price of natural gas in
Toronto will not exceed 65 per cent of
the average price of oil delivered to
refineries in Toronto. The purpose is to
encourage a shift from the use of oil,
which is in short supply, to the use of
such fuels as natural gas, which are in
abundant supply.

The pricing agreement also provides
for a development fund, the proceeds of
which would be used to encourage
natural gas distributors to serve areas
where it had previously been un-
economic to do so. Consumers’ will also
benefit from the Canada Qil Substitu-
tion Program, a part of The National
Energy Program that provides federal
government grants to homeowners and
businesses covering half the costs, toa
maximum of $800, incurred in convert-
ing heating systems from oil.

To reduce regulatory lag, in June of
1980, Consumers’ submitted fiscal 1981
budgets and forecasts as the basis for
the determination of the rate base and
return. These were accepted by the
Board without significant change and
rates were approved on November 28,
1980, thus reducing the effect of regu-
latory lag from the 12 months expe-
rienced in 1979 and 1980 to only two
months for 1981.

In 1981 Consumers’ incurred interest
and finance costs for short term borrow-
ings and floating rate preference shares
significantly in excess of those provided
for in its rate application previously
accepted by the Board. In its current
rate proceedings, Consumers’ has pro-
posed methods under which it will
recover in rates its full cost of these
financing charges. In addition,
Consumers’ expects to significantly
lower its average level of short term
indebtedness, thus reducing its exposure
to widely fluctuating interest rates.

The current application also uses a
forecast test year. By using a forecast
test year, it is Consumers’ expectation
that the impact of high levels of inflation
on the costs of serving customers will
be recovered in rates approved by the
Board and put in effect at the com-
mencement of each fiscal year.

The rates which Consumers’ currently
charges its customers in Ontario are
designed to produce the gross revenues
allowed by the Board in its November
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28, 1980 decision and in subseqguent
interim decisions. The Board deter-
mined that Consumers’ average rate
base, using the 1987 test year, was
$969.2 million and that a fair and
reasonable rate of return on that rate
base was 10.81 per cent. Based on these
determinations, the Board found that
Consumers’ was entitled to increase its
rates effective December 1, 1980, to
generate additional gross revenue in the
amount of $17.3 million annually. In-
cluded in the 10.81 per cent rate of return
was a provision for earning a 14.25 per
centrate of return ona 33.3 percentcom-
mon shareholders’ equity component of
total capitalization.

The Board has given interim approval
to a rate increase which will allow Con-
sumers’ to recover the increases in
federal excise taxes which became
effective May 1 and July 1, 1981,
levied on volumes of gas received by
Consumers’. Such interim approval also
allows Consumers’ to recover related
increases in costs.

Consumers’ current rate application
requests a $102.1 million annual
revenue increase to recover the antici-
pated cost of service which includes a
component for an 18 per cent rate of
return on common equity. In considera-
tion of this request, the Board granted
Consumers’ interim relief in the amount
of $50.9 million, with a rate of return
on common equity of 15 per cent, ef-
fective October 1, 1981. The final deci-
sion on the current rate application is
expected in December, 1981,

Merchandising

New planning procedures and a revised
management structure contributed to
growth in sales from Consumers’ 25
retail stores. Revenues increased 16 per
cent to $13 million.

Exploration

An active exploration and production
program was maintained during the
year on the 1.1 million net acres of land
held by Consumers’ onshore in south-
western Ontario and offshore in Lake
Erie. In 1981, Consumers’ participated
in the drilling of 48 wells which resulted

in 12 Lake Erie gas wells and one on-
shore oil well. Production from Con-
sumers’ wells in Ontario rose by 63 per
cent to 7.1 billion cubic feet in 1981,
accounting for 2.3 per cent of Con-
sumers’ total annual requirements.

Consulting
As a result of Consumers’ reputation
both domestically and internationally
as a leading authority on utility opera-
tion, continued demands for consulting
assistance have been received from other
gas distribution organizations around the
world. At the present time clients repre-
sent distributors, transmission compan-
ies and governmental agencies in
Denmark, Ireland and Sweden.
Engineering project work continues
as well in Algeria with the state-run
Sonelgaz. Considerable assistance was
provided to domestic utilities in British
Columbia, Ontario and Eastern Canada.

Organization

Following the approval to reorganize
under a holding company, Hiram Walker
Resources Ltd., it was announced that
10 to 15 per cent of the common shares
of Consumers’ would be offered to the
public. The timing of the financing will
depend upon an improved equity market
in Canada. Consumers’ will benefit
from the sale as it will enable expansion
to be financed on a basis appropriate
for a utility.



Management's discussion and analysis of financial condition

and results of operations

The following financial review contains a discussion of the
results of operations and financial position of the Company
for each of the three years ended September 30, 1981, The
comments contained in this section should be read in con-
junction with the Consolidated Financial Statements and
related Notes, Supplementary Information, and the Five Year
Financial Review and Other Data.

Results of Operations

Net income applicable to common shares increased from
$217.9 million in 1980 to $222.3 million in 1981. However,
the results of 1981 included a non-recurring tax benefit
relating to stock appreciation relief ($37.0 million) and a
foreign currency translation gain ($24.5 million). After
adjusting for these items, net income applicable to common

Operating Revenue

shares would have been $160.7 million in 1981 compared
with $223.1 million in 1980. The major reasons for this
result were the effects of the Canadian National Energy
Program, reduced mining income due to both lower prices
and ore grades, higher borrowing costs and the impact of
the acquisition of petroleum and natural gas properties from
Davis Oil Company in March, 1981.

The increase in 1980 net income applicable to common
shares over 1979 levels was principally attributable to the
impact of the consolidation of Home Qil Company Limited
("Home™) for nine months in 1980 as explained in note 2
of the Notes to the Consolidated Financial Statements.

The following table sets forth the operating revenue and
operating income by business segment for each of the three
years ended September 30, 1981.

Operating Income

1981 1980 1979 1981 1980 1979
(millions of dollars)
Distilled spirits $1,434.9 $1.417.2 $1.318.9 $263.1 $250.9 $228.4
Natural resources 349.4 231.3 — 82.9 921 —
Gas utility 1,093.9 859.0 812.9 107.4 90.7 94.4
$2,878.2 $2,607.5 $2,131.8 $453.4 $433.7 $322.8

Note : Operating income represents income before interest, income taxes and other non-operating revenues and expenses.

Distilled Spirits

In 1981, revenue increases caused by higher selling prices
were largely offset by a decline in sales volumes. This decline
reflected a general reduction of business activity, partic-
ularly in the United States and Europe. The favourable
impact on operating income resulting from improved margins
was partly offset by increases in advertising costs and higher
operating costs caused by continuing inflation.

During both 1979 and 1980, revenue and operating income
in the distilled spirits business increased modestly, principally
as a result of higher selling prices for principal brands offset
in part by increases in selling and general expenses reflecting
inflationary pressures and higher translation rates for expenses
of European subsidiaries.

In 1979, other revenue was reduced by a non-recurring
expense of $22.9 million related to the closing of the facilities
at Peoria, lllinois.

Natural Resources

To provide a more meaningful comparison of the results
of operations of the natural resource segment, the 1980
figures have been restated below to reflect a full year's opera-

Identifiable assets
millions of dollars

1,250 2,500 3,750 5,000

1981
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1979

B oistilled Spirits
- Natural Resources
B Gas utility

tions of Home. The accounting for the investment in Home is
described in note 2 of the Notes to the Consolidated Financial
Statements.

Canada United States
1981 1980 1981 1980
(restated) (restated)
(millions of dollars)
Operating revenue $212.1 $199.3 $137.3 $110.0
Operating income (loss) $ 98.1 $ 996 $(15.2) $ 249
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Canada

Revenue increased during 1981 because of higher oil and gas
prices and increased natural gas production, offset in part by
cutbacks in oil production imposed March 1 and June 1, 1981,
by the Alberta government.

While operating revenue increased in 1981, operating
income decreased from that of 1980 primarily as a result of the
imposition of the 8% Petroleum and Gas Revenue Tax,
implemented January 1, 1981, as part of The National Energy
Program. The full impact of this Program on after tax income
in 1981 was a reduction of approximately $19 million.

United States

Revenue in the United States increased significantly in 1981
as a result of the acquisition in March of the Davis Oil
properties offset in part by reduced mining revenue due to
both lower prices and ore grades.

Despite higher revenue, operating income decreased in
1981 primarily as a result of the reduction in mining revenue
described above. Lower than anticipated production caused
by delays in the implementation of the development drilling
program resulted in an operating loss of $3.2 million before
interest and income taxes from the newly acquired Davis
Qil properties.

Capital expenditures
millions of dollars

100 200 300 400
\ | \ |
1981

1980

.

B Distilled Spirits
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Gas Utility

Revenue in the gas utility business increased during the three
year period from $812.9 million in 1979 to $1,093.9 million
in 1981. Rate increases granted by the Ontario Energy Board
1o cover both increases in the cost of natural gas purchased
and operating costs, accounted for most of the revenue
increases. Sales volumes declined in both 1979 and 1980 due
to warmer weather, customer conservation measures and
reduced deliveries to a thermal generating station caused by a
declining demand for electric power and its increased use of
coal. In 1981, sales volumes increased over 1980 levels due
mainly to the colder weather.

Operating income increased in both 1979 and 1981 for the
reasons outlined above. However, operating income de-
creased in 1980 as a result of higher operating costs which
were not recovered on a timely basis in the regulatory process.

Interest

Interest expense has increased significantly from $75.1 mil-
lion in 1979 to $224.8 million in 1981. This substantial
increase in borrowing costs relates to the financing of the
growth in the Company's asset base, particularly the natural
resource segment. During 1981 major borrowings were
incurred when interest rates were at unprecedented levels
for short term debt. A significant portion of this debt was
replaced during the year with fixed rate debt at more
favourable rates of interest. The increases in 1980 and 1979
were due generally to higher interest rates and an increase in
the average level of borrowings plus the inclusion of Home
in 1980.

Income Taxes
Excluding the stock appreciation relief of $37.0 million with
respect to the United Kingdom, which is described in note 13
of the Notes to the Consolidated Financial Statements,
income taxes declined from $130.9 million in 1980 to $98.7
million in 1981. This decrease was primarily the result of
losses in the United States natural resource segment, lower
effective tax rates in foreign jurisdictions and the application
of investment tax credits. The decrease was offset in part by
higher income taxes on the Canadian natural resource seg-
ment arising from The National Energy Program. Legislative
changes pursuant to this Program restrict the deduction of
earned depletion and treat the 8% Petroleum and Gas Revenue
Tax as a non-deductible item for income tax purposes, thereby
significantly increasing income taxes as a percentage of in-
come from the Canadian natural resource segment.

Income taxes, as a percentage of income, remained un-
changed for 1979 and 1980.



Foreign Currency Translation

The foreign currency translation gain in 1981 of $24.5 million
arose principally from translating the financial statements of
foreign subsidiaries into Canadian dollars. During 1981, there
were significant changes in the value of the United States
dollar, the French Franc and the United Kingdom Pound
Sterling relative to the Canadian dollar. The fareign currency
translation loss in 1980 of $5.2 million principally reflects
translation of a $30 million U.S. debenture, due in December,
1980, at current exchange rates which were much higher than
the historical rates. The gain in 1979 reflects the strengthening
of several foreign currencies relative to the Canadian dollar.

Inflation
The continuing high rates of inflation are having a significant
impact on the Company's operations. However, the Com-
pany’s financial statements are based on historical costs which
do not reflect the full impact of the effects of inflation and
changing prices. Although historical cost provides a basic
measure of financial results, the matching of current revenues
with the amortization of the original cost of assets generally
overstates earnings during periods of high inflation.

Each of the Company's business segments is affected dif-
ferently by inflation.

Capital structure
millions of dollars
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In the distilled spirits business, inflation has affected oper-
ating costs and expenses in all areas where the Company’s
business is carried out. However, selling prices have been
adjusted to maintain profit margins and the Company will,
competitive conditions permitting, continue to take similar
actions in the future.

In the Canadian natural resource business, petroleum and
natural gas prices are set by Federal and Provincial govern-
ments and while they have been increasing steadily in recent
years, they are still substantially below world prices.

The gas utility business is primarily regulated by the Ontario
Energy Board and as such the impact of inflation on operating
costs is reflected in the regulatory process. This enables the
Company to react to both inflation and to changing prices on
a timely basis.

Liquidity and Capital Resources

During the past three years, the Company experienced a
rapid growth in total assets from $2.4 billion in 1979 to
$4.9 billion in 1981. This growth was the result of the
acquisition of the balance of the assets of Home ($497.5
million), the acquisition of petroleum and natural gas proper-
ties from Davis Qil ( $737.0 million) and ongoing major capital
expenditure programs ( $808.6 million) in all three business
segments.

The financing of this growth in assets was accomplished
by the use of the funds generated from operations ($1.017.5
million) as well as by the issuance of preference shares
($489.4 million) and long term debt ($1,365.8 million).
The debt to equity ratio has increased from 0.48:1 in 1979
to 0.95:1 in 1981 reflecting a larger percentage of debt
financing.

The funds generated from operations increased from
$231.1 million in 1979 to $421.6 million in 1981 as a result
of improved margins in both the distilled spirits and gas
utility businesses as well as the consolidation of Home in
1980.
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The capital expenditure programs excluding the balance
of the acquisition of Home and the acquisition of petroleum
and natural gas properties from Davis Oil increased from
$103.5 million in 1979 to $403.8 million in 1981. This
reflected the inclusion of Home in 1980, the ongoing program
for exploration and development of petroleum and natural
gas reserves, and the expansion of the gas utility system to
meet demands increased by programs to encourage conver-
sion to natural gas. Also reflected were the construction of a
blending and bottling facility at Fort Smith, Arkansas and a
bottling facility at Dumbarton, Scotland. The completion of
these facilities will conclude the major capital expenditures
program for the distilled spirits segment.

In the natural resource business, the 1982 capital expendi-
tures program will include both the development of the oil
discavery in Western Australia as well as the continued
development of the Davis Qil properties. In Canada, the cash
flow generated by the production of existing reserves does
not provide sufficient funds to finance an aggressive capital
expenditure program. The Company will invest in projects
where there is potential for satisfactory rates of return and
cash flow.

In 1982 the continuing growth of the gas utility business
will be financed independently by The Consumers’ Gas Com-
pany Ltd. through the issue of its own equity and debt
securities. The timing of these financings will be dependent
on favourable market conditions.

During 1981, significant progress was made in raising
fixed rate capital thereby reducing the Company’s exposure
to adverse fluctuations in interest rates. This program will
be continued in 1982 as evidenced by the financings com-
pleted subsequent to the fiscal year end. Apart from the above
program, the Company does not anticipate having to raise
a significant amount of new capital to finance its ongoing
operations.

Qutlook

Management's discussion of the outlook for the Company is
incorporated in the Report to Shareholders on pages 2 and 3
of this report.



Statement of Responsibility and Auditors’ Report

Management’s Responsibility for

Financial Statements

The accompanying consolidated financial statements of the
Company were prepared by management in accordance with
accounting principles generally accepted in Canada con-
sistently applied. The significant accounting policies followed
are described in the accompanying Summary of Significant
Accounting Policies. The financial information contained else-
where in this Annual Report is consistent with that in the
financial statements.

Management is responsible for the integrity and objectivity
of the financial statements. In the preparation of these state-
ments estimates are sometimes necessary when transactions
affecting the current accounting period cannot be finalized
with certainty until future periods. Management believes such
estimates are based on careful judgements and have been
properly reflected in the accompanying consolidated financial
statements. Management has established systems of internal
control which are designed to provide reasonable assurance
that assets are safeguarded from loss or unauthorized use and
to produce reliable accounting records for the preparation of
financial information.

The Board of Directors is responsible for ensuring that
management fulfills its responsibilities for financial reporting
and internal control. The Board exercises its responsibilities
through the Audit Committee of the Board, which is com-
posed of directors who are not employees of the Company.

The committee meets periodically with management, the
internal auditors and the external auditors to satisfy itself that
responsibilities are properly discharged and to review the
financial statements.

The external auditors conduct an independent examination
in accordance with generally accepted auditing standards, and
express their opinion on the financial statements. Their
examination includes a review and evaluation of the Com-
pany’s system of internal control and appropriate tests and
procedures to provide reasonable assurance that the financial
statements are presented fairly. The external auditors have
full and free access to the Audit Committee of the Board.

Management recognizes its responsibility for conducting
the Company's affairs in compliance with established
financial standards and applicable laws and the maintenance
of proper standards of conduct in its activities.

A. R. McCallum
Senior Vice President and
Chief Financial Officer

W. P. Wilder
President and
Chief Executive Officer

Auditors’ Report
To the Shareholders of Hiram Walker Resources Ltd.

We have examined the consolidated balance sheets of Hiram
Walker Resources Ltd. as at September 30, 1981 and 1980
and the consolidated statements of income, retained earnings
and changes in financial position for each of the three years
in the period ended September 30, 1981. Qur 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
September 30, 1981 and 1980 and the results of its operations
and the changes in its financial position for each of the three
years in the period ended September 30, 1981 in accordance
with generally accepted accounting principles applied on a
consistent basis.

Thorne Riddell Price Waterhouse
Chartered Accountants

Toronto, Canada
November 16, 1981
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Summary of Significant Accounting Policies

Hiram Walker Resources Ltd.

The Company's accounting policies, which conform with
accounting principles generally accepted in Canada, are
summarized below :

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 pericd of years, but which are classified as current assets
in accordance with the general practice of the distilling
industry.

Investments
Investments in joint venture companies and companies over
which the Company exercises significant influence are ac-
counted for on the equity method. Other investments are
stated at cost.

Property, Plant and Equipment

Property, plant and eguipment is stated at cost. Normal
retirements of assets are recorded by relieving the asset
account for the cost of the asset and charging this amount,
net of any proceeds, to accumulated depreciation or deple-
tion. Upon retirement or sale of major items of property, the
asset accounts are relieved of the cost of such property
together with accumulated depreciation or depletion. The
difference between the depreciated value of such major items
and the proceeds, if any, is included in income.

Maintenance and repair expenditures are charged to cost of
production or other expense accounts. Costs of improvements
which increase the service capacity or prolong the service life
of the asset are capitalized.

Interest is capitalized on costs of acquiring and evaluating
individually significant unproved properties and major
development projects during the period of exploration and
development and on costs incurred during construction of
major additions to property, plant and equipment.

Depreciable property, plant and equipment (except for
certain petroleum and mining equipment) is depreciated on a
straight line basis at rates varying from 2%% to 5% for
buildings, 1.6% to 6.1% for utility plant and 4% to 33%% for
other equipment. Production equipment used in petroleum
and mining operations is depreciated using the unit of
production method.

The Company follows the full cost method of accounting
for oil and gas operations whereby all costs of exploring for
and developing oil and gas and related reserves are capitalized
and charged against income as set out below. Capitalized
costs include land acquisition costs, geological and geo-
physical expenditures, lease rentals and related charges
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applicable to non-producing property, costs of drilling both
productive and non-productive wells and overhead charges
related to exploration and development activities. Such costs
are limited to the future net revenues from estimated pro-
duction from proved reserves at current prices and the fair
market value of unproved properties. A separate cost centre is
established for each country in which the Company is
engaged in exploration or production activities and for the
Athabasca Oil Sands. Such costs are depleted using the unit
of production method based upon estimated proved reserves,
as determined by company petroleum engineers. Natural gas
reserves and production are converted to equivalent barrels
of crude oil based on the relative energy content. Costs of
acquiring and evaluating significant unproved properties and
costs of major development projects are excluded from the
computation of depletion until such time as additional
reserves are proved, the project is complete or an impairment
in value has accurred.

Mining exploration costs are charged to income as incurred
(included in depletion) until such time as the presence of
economically recoverable reserves is established. Subsequent
expenditures are capitalized and charged to income using the
unit of production method.

Substantially all of the resource related activities of the
Company are conducted jointly with others and accordingly
these financial statements reflect only the Company’s propor-
tionate interest in such activities.

Foreign Currency Translation

The accounts of foreign subsidiaries and transactions of the
Company denominated in foreign currencies are translated
to Canadian dollars on the following basis :

Current assets, except maturing distilled spirits inventories,
and current liabilities are translated using the exchange
rates at the dates of the balance sheets. Maturing distilled
spirits inventories and other assets and liabilities are translated
at the rates in effect at the time the original transaction took
place. Revenue and expense items (excluding matured dis-
tilled spirits inventories charged to cost of sales, depreciation
and depletion, all of which are translated at the rate of ex-
change applicable lo the related asset) are translated using
the average rates of exchange throughout the period. Trans-
lation gains and losses are included in income.

Pension Plans

The Company has various pension plans covering a majority of
its employees. The plans, certain of which require contribu-
tions by participating employees, provide pension benefits
at normal retirement age. Unamortized prior service costs for
these plans are being funded and charged to operations over
periods varying from 15 to 30 years.



Income Taxes
Deferred taxes are provided for all significant timing differ-
ences in reporting revenue and expenses for financial state-
ment and income tax purposes except in regulated gas utility
operations when rate and revenue structures are designed and
approved not to recover deferred taxes in current revenues.
The timing differences arise principally from the excess of
exploration and development expenditures and capital cost
allowances claimed for tax purposes over amounts provided
for depletion and depreciation in the financial statements.
Prior to July, 1981, deferred income taxes were also pro-
vided on timing differences arising from stock appreciation
relief provisions in the United Kingdom. Tax deferred in a

particular year due to an increase in inventories was forgiven
after six years if inventories did not decline in that period. The
Company provided for deferred tax each year after considering
the magnitude of current and prior years’ inventory changes
and the vyears remaining before the related taxes would be
forgiven. However, under the terms of recently enacted
legislation, stock appreciation relief provisions now repre-
sent a permanent tax saving on a going concern basis.

No provision has been made for taxes on undistributed
earnings of foreign subsidiaries not currently available for
paying dividends inasmuch as such earnings have been
reinvested in the businesses.
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Consolidated Statement of Income - Note 2

Hiram Walker Resources Ltd.

Year ended September 30
1981 1980 1979
(Expressed in thousands except per share amounts)
Revenue
Distilled spirits $1,434,952  $1.417,175 $1,318,904
Natural resources 349,386 231,279 —
Gas utility 1,093,862 859,054 812,897
Other _ 67,134 55,941 12.429
7 2,945,334 2,563,449 2,144,230
Costs and expenses
Cost of sales and operations
Distilled spirits 810,817 847,195 806.479
Natural resources 129,913 829156 —
Gas utility 898,083 695,600 656,396
Selling and general 420,038 362.041 300.8565
Depletion and depreciation 165,962 86,050 45,290
Interest on long term debt (note 6) 131,882 66,688 48,020
Other interest 92,873 51,319 27,051
2,649,568 2,191,708 1,884,091
Income before income taxes and undernoted items 295,766 371.741 260,139
Income taxes (note 13) 61,656 130,922 93.366
Income before undernoted items 234,110 240,819 166,773
Foreign currency translation gain (loss) 24,540 (5:195) 3.173
Minarity interest (8.589) (6.012) (3.244)
Equity in earnings of Home Qil Company Limited — 9,910 i &,462
Net income 250,061 239,622 177,164
Dividends on preference shares 27,752 21.597 2,496
Net income applicable to common shares $ 222,309 $ 217,925 $ 174,668
Net income per common share
Basic $ 3.23 $ 3.18 $ 2.56
Fully diluted $ 3.02 $ 3.01 $ 7.5
Weighted average number of common shares outstanding 68,881 68,465 68,205
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Consolidated Balance Sheet - Note 2
Hiram Walker Resources Ltd.

September 30

1981

1980

Assets

Current assets

(Expressed in thousands)

Cash and short term investments $ 111,562 $ 86,149
Income taxes recoverable 38,191 —
Accounts receivable 443,760 363,281
Inventories (note 4) 1,137,393 978.241
Prepaid expenses 51,627 34,618
o 1,782,533 1,452,289
"~ Investments (note 5) 130,204 134,113
Property, plant and equipment (note 6) 2,952,406 1,976,867
Other éssets and deferred charges 53,095 47,391
| $4,918.238  $3,610,660
Liabilities and Shareholders’ Equity
Current liabilities
Loans and notes payable (note 7) $ 418,631 $ 450,122
Income and other taxes 84,636 45,011
Accounts payable and accruals 367,896 321,369
Dividends payable 29,772 29,742
Current portion oi long term debt 15,736 ZaliE]E2
916,671 917,366
_Deferred production revenue 18,962 10,129
Long term debt (note 8) 1,737,634 671,354
* Deferred income taxes (note 13) 287,565 290,049
Minority interest 42,543 35,949
Preference shares of subsidiary companies (note 9) 93,092 96,904
Sh;riéholders‘ equity
Capital stock (notes 10 and 11)
Preference shares 459,471 361,688
Common shares 157,979 161,132
Retained earnings 1,206,338 1,079,975
1,823,788 1,692,695
Deduct common shares held by Trustees at cost (note 11) 2,017 3,776
- 1,821,771 1,588,919
o $4,918,238  $3,610,660
—

Approved by the Board:
W. P. Wilder, Director
Gordon C. Gray, Director
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Consolidated Statement of Changes in Financial Position - Note 2

Hiram Walker Resources Ltd.

Year ended September 30

1981 1980 1979
Funds were obtained from (Expressed in thousands)
Operations
Net income $ 250,061 § 239,522 $ 177,164
Charges (credits) not affecting funds
Depletion and depreciation 165,962 86,050 45,290
Deferred income taxes (1.175) 40,399 9,998
Minority interest 8,589 6:012 3.244
Other (1.845) (7.228) (4,551)
421,592 364,765 231,145
Funds were used for
Dividends 118,655 11.1.853 62,815
Reduction in long term debt 123,005 102,225 23.235
241,660 214,078 86,050
Funds remaining for investment 179,932 150,677 145,095
Investment
Acquisition of natural resource properties from Davis Oil Company 736,987 - —
Acquisition of Home Oil Company Limited — 438,688 —
Investment in Home Qil Company Limited — — 58,790
Property, plant and eguipment 403,798 301.316 103,627
Increase in other items, net 2,592 17.307 35.31.0
1,143,377 757311 197,627
Deficiency of funds before financing 963,445 606,634 52532
Financing
Issue of long term debt on acquisition of natural resource properties from
Davis Qil Company 758,834 — =
Issue of other long term debt 430,810 81,123 95,058
Issue of preference shares of subsidiary companies — — 40,000
Issue of preference and common shares 104,730 347,018 _ 172
) 1,294,374 428,141 135,230
Increase (decrease) in funds $ 330,929 $(178.493) $ 82,698
Changes in funds
Cash and short term investments $ 25,413 $ (10,868) $ 16,430
Income taxes recoverable 38,191 — —
Accounts receivable 90,479 77,537 30,245
Inventories 159,152 142,394 105,638
Prepaid expenses 17,009 10,068 (827)
Loans and notes payable 31,491 (215,192) (48,745)
Income and other taxes (39.625) 8,070 34,087
Accounts payable and accruals (46,527) (107.702) (45,873)
Dividends payable (30) (22,221) (922)
Current portion of long term debt 55,37(_5_ (_60,579} (7.3358)
Increase (decrease) in funds $ 330,929 $(178,493) $ 82,698
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Consolidated Statement of Retained Earnings - Note 2

Hiram Walker Resources Ltd.

Year ended September 30

1981

1980

1979

(Expressed in thousands)

Balance at beginning of year $1,079,975 $ 957,536 $ 843,069
Net income 250,061 239,622 177,164
Other 130 110 328
1,330,166 1,197,168 1,020,661
Deduct

Dividends
Preference shares 27,752 21,597 2.496
Common shares 90,903 90,256 60,319
Share issue expenses, net of income taxes 5,173 5,340 210
123,828 117-193 63.025
Balance at end of year $1,206,338 $1,079.975 $ 957,636

=
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Notes to Consolidated Financial Statements

Hiram Walker Resources Ltd.

(Tabular amounts expressed in thousands except shares and per share amounts)

1. Accounting Policies
The Summary of Significant Accounting Policies set out on

pages 22 and 23 forms an integral part of these financial
statements.

2. Basis of Financial Statement Presentation
Pursuant to an Arrangement, which became effective June 1,
1981, Hiram Walker Resources Ltd. (the Company), previ-
ously a subsidiary of Hiram Walker-Consumers Home Ltd.
(renamed The Consumers’ Gas Company Ltd.) became the
parent of Consumers’ by acquiring all of its common and con-
vertible preference shares and options thereon for similar
shares and options of the Company.

None of the Group 1 Preference Shares, which are non-
voting and non-convertible and none of the debt securities of
The Consumers” Gas Company Ltd. were exchanged for
securities of the Company.

As part of the Arrangement the Company acquired all of the
shares of Walker-Home Qil Ltd. (previously a subsidiary of
Consumers') which owns all the shares of Hiram Walker-
Gooderham & Worts Limited and Home Oil Company Limited.

These financial statements have been prepared as though
the Arrangement had been in effect throughout the three years
ended September 30, 1981,

These financial statements consolidate the accounts of
Walker-Home Qil Ltd. reflecting its investments on the
following basis :

(a) the accounts of Hiram Walker-Gooderham & Worts
Limited are consolidated under the pooling of interests method
of accounting ;

(b) the investment in Home Qil Company Limited is ac-
counted for on the equity method of accounting to December
31,1979 and

(c) the accounts of Home Qil Company Limited are con-
solidated from January 1, 1980, under the purchase method
of accounting.

These financial statements consolidate the accounts of The
Consumers’ Gas Company Ltd. on the pooling of interests
method of accounting.
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3. Home Oil Company Limited
Effective December 31, 1979, Home Qil Company Limited
became a wholly-owned subsidiary when the remaining
shares, not already owned, were acquired. The acquisition
has been accounted for as a purchase.

The net assets acquired and consideration given as at
Decamber 31, 1979, are summarized below :

Total assets $999,683
Less:
Total liabilities 372,502
kMinority interest B 8,192
618,889
Net assets acquired prior to December 31,1979 210,220
Net assets acquired as at December 31, 1979 $408,669
Consideration
Cash $ 6b.177
7%% Convertible Voting Preference Shares,
par value $25.00 (13,739,667 shares) 343,492
$408,669

Had Home been wholly-owned since October 1, 1978, the
Company's results of operations would have been as follows :
Year ended September 30

(unaudited)

1980 1979
Revenue $2,648,452 $2,390,67O_8_
Net income o $ 250,656 $ 189,941

Basic net income per common

share $ 3.25 $ 2:37

4. Inventories
September 30

1981 1980
Finished goods $ 123,040 $ 130,100
Natural gas in storage 254,897 180,518
Maturing whiskies and cognac 625,400 565,026
Raw materials and supplies 134,056 102,697
$1,137,393 $ 978,241

5. Investments
September 30

1981 1980
Investments accounted for on
the equity method $ 44,936 $ 38,576
Other investments — at cost 85,268 95,637
$ 130,204 $ 134,113

Other investments include $561,000,000 representing approxi-
mately a 12% interest in the Bacardi group of companies.



6. Property, Plant and Equipment

September 30

1981 1980
Accumulated Accumulated
Depreciation Depreciation
and and
Cost Depletion Net ~ Cost Depletion Net
Business segments
Distilled spirits $ 489,163 $ 202,444 $ 286,719 $ 406,438 $ 183.507 § 222,931
Natural resources 1,979,518 147,365 1,832,153 1,020,510 36.393 984,117
Gas utility 1,044,058 210,524 833,534 955,362 185,543 769,819
$3,512,739 $ 560,333 $2,952,406 $2,382,310 $ 405,443 $1,976.867

The cost of acquiring and evaluating significant unproved
properties and costs of major development projects totalling
$449,457,000 at September 30, 19871 ($173.674,000 at
September 30, 1980) are excluded from the amounts being
depleted, as described in the Summary of Significant Account-
ing Policies on page 22. The recovery of such investment in
future periods i1s dependent on successful exploitation of the
properties or in some cases successful implementation of
secondary recovery operations.

During 1881, the Company acquired certain proved and
unproved petroleum and natural gas properties located
primarily in the states of Wyoming, Oklahoma, Louisiana and
Texas for a consideration of $736,987.000. Based on reports
by company petroleum engineers, $303,740,000 of the cost
of these properties was allocated to the unproved category.,
which is excluded from capitalized costs being depleted.
These properties are currently under various stages of
exploration and development, and it is anticipated that the
cost of all significant unproved properties will be included
in the depletion computation by September 30, 1986.

During 1980, the Company acquired Home Qil Company
Limited. At September 30, 1980 natural resource properties
included $173,674,000 relating to unproved properties which
were excluded from capitalized costs being depleted. It is
anticipated that these costs will be included in the depletion
computation over the next five years.

Interest capitalized during the year ended September 30,
1981 amounted to $11,033,000. Interest capitalized prior to
October 1, 1980, was not significant.

7. Loans and Notes Payable
September 30

1981 1980
Bank loans $ 224,168 $ 112,482
Commercial paper 189,265 326,036
Other 5198 11.604
$ 418,631 $ 450,122

The Company has unused lines of credit of $791,387.000 at
September 30, 1981 ($257.000,000 at September 30, 1980).
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8. Long Term Debt

Weighted Average September 30

Interest Rate Maturity 1981 1980
Walker-Home Qil Ltd. and its subsidiaries
Canadian dollars
Secured
Bonds(1) 10.36% 1983-1986 $ 9,125 5 11,625
Revolving bank term loan(2) (2) 1989 66,350 70,675
Unsecured
Debentures 9.875 1980 - 20,000
Debentures 13.34 1986-1998 195,311 71,267
Other 313 5,722
United States dollars, unsecured
Debentures 9.50 1980 — 34,707
Debentures 1412 1986 84,639 25,644
Revolving bank credit agreement (33 1984 551,264 —
Other 24,352 20,332
British Pounds, unsecured
Debentures 14.25 1986 67,009 —
Notes 14.50 1986 22,916 —
Revolving credit facility (4) 1985 109,306 -
Bank loans 12.25 1982-1988 44,657 10,306
Swiss Francs, unsecured
Notes 7.75 1986 57.475 -
Other 457 500
The Consumers’ Gas Company Ltd. and its subsidiaries(5)
Canadian dollars
Secured bonds(6) 9.58 1983-1996 185,788 192,413
Unsecured
Debentures 7.00 1981 — 5,600
Debentures 1i1:55 1982-1999 309,733 243,689
Other 107 219
United States dollars, secured bonds(6) 6.68 1985-1993 24,568 29,767
1,753,370 742,466
Less amounts due within one year 15,736 71112
$1,737.634 $671,354

(1) Secured by mortgages on various producing properties
and by term deposits.

(2) Secured by accounts receivable, inventory and certain oil
and gas properties. The rate of interest is based on Canadian
prime commercial lending rates. The weighted average
interest rate during 1981 was 18.18% and the interest rate at
September 30, 1981, was 21.256%.

(3) The rate of interest under this facility is based upon rates
prevailing from time to time in the United States and/or the
London inter-bank offered rate (Libor). The weighted average
interest rate was 18.34% during 1981 and 19.47% at
September 30, 1981.

(4) The rate of interest under this facility, which was drawn
down in September, 1981, is a variable rate based upon Libor.
The weighted average interest rate was 15.46% at September
30, 1981.
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(5) The Company is obligated to ensure that all amounts due
on the Consumers’ First Mortgage Sinking Fund Bonds and
Sinking Fund Debentures are paid to holders of these
securities. The Company’s obligation to the holders of Con-
sumers’ First Mortgage Sinking Fund Bonds is secured by the
shares of Walker-Home Oil Ltd.

(8) The First Mortgage Sinking Fund Bonds rank pari passu
and are secured by a first fixed and specific mortgage. pledge
and charge on gas utility assets.

The estimated amount of long term debt maturities and sinking
fund requirements for the five years subsequent to September
30. 1981, expressed in thousands, are as follows: 1982,
$15.736:1983, $38,650; 1984, $695,925;1985, $165,749 ;
1986, $269,825.

Long term debt payable in foreign currency, if converted into
Canadian dollars on the basis of the exchange rates prevailing
at September 30, 1981, would decrease by $15,758,000.



9. Preference Shares of Subsidiary Companies(1)
September 30

1981 1980
The Consumers’ Gas Company Ltd. and a subsidiary
Group 1 Redeemable Preference
Shares, par value $100 each,
comprised of 5%% Cumulative
Preference Shares Series A and
Series B and 5% Cumulative
Preference Shares Series C(2) $12,292 $12,604
Cumulative Redeemable First
Preference Shares, without nominal
or par value(3) 44,000 46,000
Cumulative Redeemable Second
Preference Shares, without nominal
or par value(4) 36,800 38,400
$93,092 $96.904

(1) The Group 1 Preference Shares which were not ex-
changed for securities of the Company. pursuant 10 the
Arrangement described in note 2, are now classified as Prefer-
ence Shares of subsidiary companies. The 1980 comparative
figures have been reclassified to conform to this presentation.

(2) The Company is obligated to ensure that all amounts due
on the Consumers’ Group 1 Preference Shares are paid to
holders of these securities.

(3) Dividends are payable at an annual rate of one-half of the
published prime lending rate plus 1.25%. Annual redemption
requirements are $2,000,000in 1982, $6,000,000t01 985 and
$8,000,000 to 1988.

(4) Dividends are payable at an annual rate of one-half of the
published prime lending rate plus 1%. Annual redemption
requirements are $1,600,000in 1982, $4,800,000t0 1985 and
$6,400,000 to 1988.

10. Capital Stock

Preference Shares

Authorized (issuable in series)

Class A — 10,000,000 shares of $25.00 each
Class B — 10,000,000 shares of $25.00 each
Class C—19,974,845 shares of $20.00 each
Class D— 19,933,967 shares of $25.00 each

September 30

1981 1980

QOutstanding

Shares Amount Shares Amount

Class B
914% cumulative, First Series, convertible into common
shares at $31.50 per share up to September 30, 1988,
redeemable at $25.00 per share(1)

Class C
9% cumulative, First Series, convertible into common shares
at $15.00 per share up to November 1, 1984,
redeemable at varying premiums reducing from $1.00

Class D
7% cumulative, voting, First Series, convertible into
common shares at $28.00 per share up to December 31,
1989, redeemable at varying premiums reducing from $1.875

4,000,000 $100,000

618,088 12,362 733,358 14,667

13,884,351 347,109 13,876.829 346,921

18,502,439 $459,471 14,610,187 $361,688

(1) On September 30, 1981, the Company issued 4,000,000
9%% Convertible Preference Shares. These shares carry the
right to receive Common Share Purchase Warrants on the
basis of one warrant for each two preference shares held. Each

warrantentitles the holder to buy one common share at $31.50
on or before September 30, 1986. On September 30, 1981,
2.000,000 Common Share Purchase Warrants were issued.
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Common Shares

September 30

. 1981 1980
Authorized 100,092,474 100,000,000
Qutstanding (including shares held by Trustees) 69,207,872 68,899,823

Changes in Capital Stock

Preference Shares Common Shares

Shares Amount Shares Amount
Balance October 1, 1978 1,105,750 $ 22,647 68,453,348 $142.821
Caonversion of preference to common (183,525) (4,203) 315,619 4,203
Issued on conversion of debentures 5,283 il 45
miued on exercise of stock options, for cash 13,407 172
Balance September 30, 1979 922,225 18,444 68,787,657 147.311
Issued on acquisition of Home Qil Company Limited 13,739,667 343,492
Conversion of preference to common (195.612) (3.945) 257,808 3,945
Shares held by a subsidiary company and fractional shares

cancelled on combination with Hiram Walker-

Gooderham & Worts Limited (154,802) (234)
Issued on exercise of stock options, for cash 143,907 3.5697 9.160 110
Balance September 30, 1980 14,610,187 361,588 68,899,823 161,132
Issued for cash 4,000,000 100,000
Conversion of preference to common (200,433) (4,433) 229,669 4,433
Issued on exerci_s_e of stock options, for cash B 92.6856 2316 78,380 2.414
Balance September 30, 1981 18.502,439 $459,471 69,207,872 $157.979

Sah 2

11. Stock Options

Under the terms of a Share Option Plan, adopted on October
1, 1980, 4,136,850 common shares have been reserved for
issuance to certain key employees. At September 30, 1981,
3.191,350 common shares remain available to be granted
under the plan. During the year ended September 30, 1981,
options were granted for 1,043,500 shares under the plan at
prices varying from $21.60 per share to $36.27 per share. Of
the options granted, 65,000 shares were issued and options
for 98,000 shares were cancelled. At September 30, 1981,
options were outstanding for 880,500 shares.

Hiram Walker-Gooderham & Worts Limited has a stock
option plan for certain key employees. Shares of the Company
are purchased by Trustees on the open market to satisfy the
outstanding options. Options outstanding are exercisable at
various dates to 1989 at prices ranging from $9.64 to $18.89
per share. At September 30, 1981, options were outstanding
for 224,943 shares. During the year ended September 30,
1981, options for 196,257 shares were exercised and options
for 6,023 shares were cancelled. The cost of shares held by the
Trustees has been deducted from Shareholders’ Equity in the
consolidated balance sheet. Shares held by the Trustees at
September 30, 1981 and 1980 amounted to 113,723 shares
and 253.855 shares respectively.

At September 30, 1981, the Company is obligated to issue
up to 160,410 of its 7%% Preference Shares in satisfaction of
Home employees’ stock options exercisable until 1988 at an
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average price of $14.44 per share. During the year ended
September 30, 1981, 110,850 options were exercised for
which the Company issued 91,169 shares and paid $492,025
in cash. Options for 26,671 shares were cancelled during
the year.

The Consumers’ Gas Company Ltd. has a stock option plan
for certain key employees, expiring July b, 1982. At
September 30, 1981, options were outstanding on 15,810
common shares of the Company at $12.00 per share. During
the vear ended September 30, 1981, 13,380 shares were
Issued.

The following is a summary of changes in options out-
standing for the above plans during the year ended September
30, 1981 :

7 %%
Comman Preference
Shares Shares
Shares under option at October 1,

1980 456,413 297.931
Options granted 1,043,500 —
Options exercised (274.637) (110.860)
Options cancelled (104,023) (26,671)
Shares under option September

30, 1981 1,121,263 160,410




12. Pension Plans
Pension expense during the three years ended September 30,
amounted to $20,141,000in 1981, $19,611,000 in 1980 and

13. Income Taxes

$15,769,000 in 1979. Unfunded prior years’ service costs are
not significant.

The components of income before income taxes and other items are as follows:

Year ended September 30

1981 1980 1979
Income before income taxes and other items
Canada $144,643 $143,622 $ 96,122
United States 48,423 130,731 69,189
Other (principally Europe) 102,700 97,388 94,828
$295,766 $371.741 $260,139
Current income taxes
Canada $ 33,744 $ 23,897 $ 28,186
United States (4,078) 57,739 40,050
Other (principally Europe) 33,165 8.887 15132
62,831 90,5623 83,368
Deferred income taxes
Canada 23,834 20,333 1,541
United States 25,362 4,084 (114)
United Kingdom — stock appreciation relief (37,042) —- -
Other (principally Europe) (13.329) 15,982 8.571
(1,175) 40,399 9,998
Total income tax expense $ 61,656 $130,922 $ 93,366

Deferred income taxes result from timing differences in
the recognition of revenues and expenses for financial

statement and income tax purposes. The source of these
differences and the tax effect of each are as follows:

Year ended September 30

1981 1980 1979

Exploration and development expenditures deducted for income tax

purposes in excess of depletion $36,116 $ 21,016 $ 4,061
Capital cost allowances deducted for income tax purposes

in excess of depreciation 12,097 11,383 1,460
Stock appreciation relief — United Kingdom

— pre 1981 legislative change (6,158) 7,751 5,016

— post 1981 legislative change (37.042) — —
Interest capitalized in accounts, expensed for tax purposes 5,077 - —
Other (11,265) 249 (639)

$ (1,175) s 40,399 $ 9,998

Excluded from the above amounts are deferred income taxes
of $13,000.000 in 1981, $13.700.000 in 1980 and
$9,200,000 in 1979 and an accumulated amount of
$149,000,000 at September 30, 1981, applicable to the gas
utility operations, which are not recorded in the accounts
for reasons described in the Summary of Significant Account-
ing Policies on page 23. These deferred income taxes are
primarily based on timing differences between capital cost
allowance and depreciation.

Under the terms of legislation enacted in the United King-
dom in July, 1981, deferred income taxes previously provided
in respect of stock appreciation relief no longer represent a
potential liability on a going concern basis. Accordingly, an
amount of $37,042,000, which represented the balance of
such deferred income taxes accrued at June 30, 1981
($43,200,000 at September 30, 1980) was credited to income
in the third quarter of this year.
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Income tax expense differs from the amounts which would income tax rate to income before income taxes and other

be obtained by applying the Canadian statutory federal items. These differences result from the following:
Year ended September 30
1981 1980 1979

Income before income taxes and other items $295,766 $371.741 $260,139
Canadian expected income tax rate 46.0% 46.0% 46.0%
Computed income tax expense $136,052 $171,000 $119.664
Release of prior years’ deferred income taxes relating to United Kingdom stock

appreciation relief

— pre 1981 legislative change (6,158) (7.751) (5,016)
— post 1981 legislative change (37.042) — —

Royalties and other similar payments to provincial governments

not deductible for tax purposes 38,884 28,717 —
Petroleum and Gas Revenue Tax not deductible for tax purposes 6,603 — —
Federal resource allowance (27,546) (19,974) =
Depletion allowances on Canadian oil and gas production income (9.771) (13.862) —
Non-deductible depletion 6,350 31181 —
ltems capitalized in gas utility accounts expensed for tax purpases for

which no deferred taxes are provided (11,984) (12.326) (8,691)
Difference in effective tax rates for foreign subsidiaries (18,156) (8,195) (5,307)
Investment tax credits (6,957) (1.950) -
Other 7 (8.619) (7.868) (7.284)
Actual income tax expense $ 61,656 $130.922 $ 93,366
Actual income tax expense as a percentage of income

before income taxes and other items 20.8% 35.2% 35.8%

— excluding 1981 stock appreciation relief ($37,042,000) 33.4% 3b.2% 35.8%
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14. Business Segments

The operations of the Company consist of three business
segments : distilled spirits, natural resources and gas utility,
Information for the natural resources segment is shown for
the full year in 1981 and for nine months in 1980, Previously
this segment was accounted for on an equity basis and was

included in the identifiable assets of the gas utility segment.
Presented below are financial data by business segments
and geographic areas for each of the three years ended Sep-

tember 30, 1981.

Year ended September 30

Business Segments 1981 1980 1979
Operating revenue

Distilled spirits $1,434,952 $1.417.176 $1,318,904

Natural resources 349,386 231,279 —

Gas utility 1,093,862 859,054 812,897

$2,878,200 $2,507,508 $2,131.801
Operating income

Distilled spirits $ 263,101 $ 250,927 $ 228,435

Natural resources 82,898 92.074 —

Gas utility 107,388 90,706 94.34§
Total before undernoted items 453,387 433,707 322,781
Interest (224,755) (117,907) (75.071)
Income taxes (61,656) (130.922) (93,366)
Equity and other income 67,134 65,851 22,891
Foreign currency translation gain (loss) 24,540 (5.195) 373
Minority interest (8.589) (6.012) (3,244)
Net income $ 250,061 $ 239,622 $ 177164
Identifiable assets

Distilled spirits $1.540,283 $1.440,034 $1,296,861

Natural resources 2,076,345 1,100,380 —

_ Gas utility 1,301,610 1,070,246 1,150,586
$4,918,238 $3,610,660 $2,447,447
Capital expenditures

Distilled spirits $ 84,901 $ 51,498 $ 32,021

Natural resources 222,766(1) 146,137 —

Gas u_tility 96,131 103.681 71,506_

$ 403,798 $ 301,316 $ 103,527
Depletion and depreciation

Distilled spirits $ 21,158 $ 21,360 $ 20957

Natural resources 112,388 37.4286 —

_ Gas utility 32,416 27.264 24,333
$ 165,962 $ 86.050 $ 45,290

(1) Excludes the acquisition of natural resource properties from Davis Qil Company in the amount of $736,987,000.
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Geographic areas

Year ended September 30

1981

. 1980 1979
Operating revenue
Car_wada $1,524,003 51,226,641  $1,018.277
United States 1,139,998 1,076,904 913,831
Other (principally Europe) 400,897 377,667 337,272
) Eliminations(1) (186,698) (173.604) (137.5679)
$2,878,200 $2,607,5608 $2,131,801
Operating income
Canada $ 254,217 $ 212,438 s 125,282
United States 104,146 132,614 103,073
Other (principally Europe) 100,011 94,775 92,044
Eliminations (4,987) (6.120) 23%
$ 453,387 $ 433,707 $ 322,781
Identifiable assets
Canada $2,540,925 $2,289,181 $1,500,811
United States 1,578,916 627.091 340,644
Other (principally Europe) 811,711 705,276 614,232
B Eliminations (13,314) (10,888) (8.140)
$4,918,238 $3,610,660 $2,447,447
Capital expenditures
Canada $ 179,160 $ 190,769 $ 84,07
United States 178,473 84,560 6.456
Other (principally Europe) 46,165 25,987 13,000
$ 403,798 $ 301,316 $ 103.527
Depletion and depreciation
Canada $ 83,570 $ 63,108 & 31,797
United States 74,467 14,648 7.806
Other (principally Europe) 7,925 8,294 5,687
$ 165,962 $ 86,050 s 45,290

(1) Inter-company sales between geographic areas are at approximate market prices.
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15. 0il and Gas Exploration and Production Activities
The Company’s oil and gas exploration activities are carried
out principally in Canada and the United States and inter-
nationally in Australia, Guyana and other areas while
producing activities are currently concentrated in Western
Canada and the United States.

Information is shown for the full year in 1881 and for nine
months in 1980. Previously these activities were accounted
for on the equity basis as described in note 2.

(a) Capitalized costs 1981 1980
Petroleum and natural gas properties
Canada $ 846,053 $767.277
United States 1,003,013 164,943
Other 21,994 5513
B 1,871,060 927,733
Accumulated depletion and depreciation
Canada 66,571 25,701
United States 67,970 6.852
Other 130 151
134,671 32,704
Net book value
Canada 779,482 741,576
United States 935,043 148,091
Other 21,864 5,362
$1,736,389 $895,029
(b) Costs incurred 1981 1980

Acquisition of proved properties

United States $ 437,538 s —

Acquisition of unproved properties
Canada $
United States

5246 $ 9,201
318,826 2,964

$ 324,072 $ 12,166

Exploration costs

Canada $ 28,920 $ 39,221
United States 41,841 9,221
" Other 16,471 4,615

$ 87.232 $ 53,057

Development costs

Canada $ 46,292 $ 41,572
United States 52,165 35,900
Other 11 —

s 98,468 S 77.472

Production (lifting) costs
Canada $
United States

33.774 $ 18,886
12,629 2,981

$ 46,403 $ 21,867

Exploration and development costs are shown net of appli-
cable government grants amounting to $16,205,000 for the

year ended September 30, 1981 ($1.770,000 for the nine
months ended September 30, 1980).

(c) Net revenues from production of oil and gas

1981 1980
Gross revenues, net of royalties
Canada $192,361 $130.989
United States 74,201 17.041
266,562 148,030
Production (lifting) costs
Canada 33,774 18.886
United States 12,629 2,981
46,403 21,867
Petroleum and Gas Revenue
 Tax— Canada . 13.460 =
Net revenues from oil and gas
producing activities
Canada 145,127 112,103
United States 61,572 14,060
$206,699 $126,163
(d) Depletion and depreciation
1981 1980
Depletion and depreciation expense
Canada $ 41,061 $ 26,047
United States 60,867 6,852
$101,928 $ 32,899
Average depletion and depreci-
ation rate per equivalent
barrel of oil produced
Canada $ ] 2.46 $ 1.95
United States $ 17.82 $ 6.11

16. Subsequent Events

(a) A subsidiary of Walker-Home Oil Ltd., issued subsequent
to its year end $65,000,000 U.S. ($78.116,000 Cdn.)
principal amount of 15%% Guaranteed Notes maturing
September 17, 1984,

(b) The Company issued on October 26, 1981, 2,000,000
14.16% Retractable Preference Shares at $25 per share.

(c) A subsidiary of the Company, The Consumers’ Gas Com-
pany Ltd., has agreed to issue on November 30, 1981,
$65,000,000 principal amount of 17%% Sinking Fund
Debentures.

17. Supplementary Information

The Company has security holders resident in the United
States and uses capital markets in that country. Supplementary
information that is in conformity with the reporting practices
of companies in the United States is included on pages
38 to 42.
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Supplementary Information

United States Accounting Principles
The financial statements of the Company have been prepared
in accordance with accounting principles generally accepted
in Canada. These principles differ in some respects from those
applicable in the United States. These differences are as
follows:
(a) Basic net income per common share

The calculation of basic net income per share under
United States generally accepted accounting principles would

include the common stock equivalent of the 712% Convertible
Voting Preference Shares and any outstanding stock options
granted where the average price for the year exceeds the
option price. Since the 9%% Convertible Preference Shares
and Common Share Purchase Warrants were not issued until
September 30, 1981, their common stock equivalents had no
impact on the 1987 calculation.

Year ended September 30

1981 1980 1979

Basic net income per common share
Canadian basis ) $3.23 $3.18 $2.66
United States basis $3.05 $3.04 $2.56

(b) Fareign currency translation

The Company follows the practice of translating long term
debt obligations, net of current maturities fixed in foreign
currencies, at exchange rates applicable when the original
obligations were assumed. Under accounting principals gen-
erally accepted in the United States such obligations would
be translated into Canadian dollars at rates in effect at the

balance sheet dates and the resultant gain or loss would
be included in the determination of net income. If United
States generally accepted accounting principles were fol-
lowed by the Company in respect of long term debt obliga-
tions, net income and basic and fully diluted net income per
share would be as follows:

Year ended September 30

1981 1980 1979
Net income as reported $250,061 $§239.522 $177.164
Foreign currency translation 19,391 3.715 748
Net income on a United States basis $269,452 $243,237 $177.912
Net income per common share
Basic
Canadian basis $ 3.23 $ 3.18 $ 2.56
United States basis $ 3.51 $ 3.24 ¥ 257
Fully diluted
Canadian basis . $ 3.02 $ 3.01 $ 2.:52
United States basis $ 3.25 $ 3.05 $ 2.53

In addition, reported retained earnings would increase by $15,758,000 to $1,222,096,000 at September 30, 1981 and de-
crease by $3.633,000 to $1,076,342,000 at September 30, 1980.

(c) Pension plans

Under United States generally accepted accounting princi-
ples, additional information, as set out below, available only
in respect of the Company's United States pension plans,
would be disclosed. The data is based upon reports of

independent consulting actuaries, as of the most recent
valuation dates (generally January 1 of each year). on the
Company's United States pension plans which cover substan-
tially all of the employees in the United States.

1981 1980
Actuarial present value of accumulated plan benefits
of which $76,047,000 (1980 $77.516,000) are vested $ 81,100 $ 83,731
Net assets available for benefits ) $138,040 $113,627
Assumed weighted average interest rate used in calculating plan benefits 9.0% 8.0%

(d) Preference shares

Under United States generally accepted accounting princi-
ples preference shares subject to mandatory redemption re-
quirements would be reported under a separate caption
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0il and Gas Exploration and Production Activities (unaudited)

(a) Crude oil and natural gas reserves

Year ended September 30, 1981

Canada United States Total
Oil(1)  Gas(2) Qil(1) Gas(2) Qil(1) Gas(2)
Proved reserves
Beginning of year 118,516 896 1.142 42 119,658 938
Revisions of previous estimates and improved recovery 7,940 56 677 9 8,617 65
Purchase of minerals in place — — 10,780 116 10,780 116
Discoveries and extensions 1,021 36 1,718 7 2,739 43
Production (10,186)  (39) (990) (15 (11,176) (54)
End of year 117.291 949 13,3277 159 130,618 1.108
Proved developed reserves at end of year 117,291 949 12,6567 140 129,848 1,089
Average royalty rates applicable to production 34.1% 27.8% 14.0% 15.2%

Nine months ended September 30, 1980
=

Canada United States Total
i Qil(1)  Gas(2) Qil(1)  Gas(2) Qil(1) Gas(2)

Proved reserves

Beginning of period 121,867 902 719 38 122,586 940

Revisions of previous estimates and improved recovery 4,803 12 491 5 5,294 117

Purchase of minerals in place — — - — — -

Discoveries and extensions 8 12 127 5 135 17

Production (8,162)  (30) (125) (6) (8.357) (36)

End of period 118,516 896 1,142 42 119,658 938
Proved developed reserves at end of period 117,845 617 1,087 40 118,932 657
Average royalty rates applicable to production 35.9% 29.3% 17.9% 16.1%

(1) Oil includes condensate and natural gas liquids and is stated in thousands of barrels.

(2) Gasis stated in billions of cubic feet.

Proved oil and gas reserves are the estimated quantities of
crude oil, natural gas and natural gas liquids which geological
and engineering data demonstrate with reasonable certainty
to be recoverable in future years from known reservoirs
under economic and operating conditions at September 30
of each period end.

Proved developed oil and gas reserves are reserves that
can be expected to be recovered through existing wells
with existing equipment and operating methods.

The calculation of reserves of crude oil, natural gas and
natural gas liquids is based on the Company’s share of gross
proved and proved developed reserves, before the deduction
of royalties and minority interests, as estimated by company
engineers.

(b) Estimated future net revenues

Estimated future net revenues are computed by applying the
vear end prices except for fixed and determinable escalation
provisions in contracts of crude oil, including condensate
and natural gas liquids, and natural gas to the estimated future

production of proved oil and gas reserves less the estimated
future expenditures based on current costs to be incurred in
developing and producing the proved reserves. In respect of
Canadian proved oil and gas reserves, the estimated future
net revenues are computed net of the Petroleum and Gas
Revenue Tax introduced by the Federal government, effective
January 1, 1981.

The Company cautions that the calculation of the present
value of future net revenues from estimated production of
proved reserves does not represent the fair market value of
oil and gas properties nar future cash flows expected to be
generated from such properties. The computation does not
include the fair market value of exploratory oil and gas prop-
erties and probable oil and gas reserves. Neither does it
include anticipated future price increases of oil and natural
gas and anticipated increases in future development and
production costs. The computation excludes values attribu-
table to the Company’s marketing, storage, pipeline and other
activities related to oil and gas production operations.
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Proved reserves

Proved developed reserves

United United
) Canada States Total Canada States Total

Estimated future net revenues for
the years ended September 30
1982 $ 137,899 $ 111,970 $ 249,869 $ 137.899 $ 109,701 ¢ 247.600
1983 114,377 95,089 209,466 114:3%7 90,516 204,893
1984 100,808 73,620 174,428 100,808 70,403 171211
Remainder ) 168@,1 37 380,602 2,068,7?9 1,688,137 352,800 2,040,937

$2,041,221 $ 661,281 $2,702,602 $2,041,221 $ 623,420 $2.664.641
Present value of estimated future
net revenues discounted at 10%
As of September 30, 1981 $ 882,295 $ 421,225 $1,303,620 $ 882,295 $ 399,060 51,281,345
As of September 30, 1980 $1,063,435 s 87,945 $1,151,380 $ 915,086 $ 83716 $ 998,802

(c) Summary of changes in present value of estimated future
net revenues and related reserve recognition accounting

The tables below show a Summary of Oil and Gas Producing
Activities on the Basis of Reserve Recognition Accounting
(RRA) and a Statement of Changes in Present Value of
Estimated Future Net Revenues from Proved Oil and Gas
Reserves. RRA presents a significant departure from the con-
ventional historical accounting principles generally accepted
in Canada and the United States. Under RRA, a dollar valu-
ation of proved oil and gas reserves is computed as described
under “Estimated future net revenues’. The RRA Summary
of Oil and Gas Producing Activities is intended to present
the results of such activities on the basis of new discoveries,
revisions to prior years estimates of proved reserves and
certain other items. The statement of changes seeks to reflect
changes in present value of estimated future net revenues
from proved oil and gas reserves. The Company does not
believe that RRA statements accurately reflect the economic
value of oil and gas reserves or the income to be derived
therefrom.

The present value of additions to estimated proved reserves
reflects the additions to proved reserves from development
and exploratory drilling and through improved recovery tech-
niques valued under the procedures described above. Changes
in prices resulted in a reduction in value of those proved
reserves under RRA by $19 million for the year ended Sep-
tember 30, 1981, mainly resulting from the reduction in net
prices for natural gas and higher lifting costs. Increases in
crude oil and natural gas prices resulted in an increase in
value of those proved reserves under RRA by $260 million
for the nine months ended September 30, 1980.

Other revisions to present value of estimated proved re-
serves arise mainly from changes in estimates of future de-
velopment costs, changes in the timing of estimated future
production and revisions to quantities of proved reserves
determined in prior years. The use of discounting in arriving
at present values of reserves results in an increase in the value
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of proved oil and gas reserves by $130 million and $70
million during the year ended September 30, 1981 and nine
months ended September 30, 1980, respectively. The intro-
duction of the Petroleum and Gas Revenue Tax. effective
January 1, 1981, by the Canadian Federal Government as
part of The National Energy Program has reduced the present
value of proved reserves determined in prior years by approxi-
mately $185 million,

The deduction for costs incurred, including costs of acquir-
ing unproved properties, costs of drilling exploratory and
development wells, geological and geophysical costs, and
costs of carrying and retaining undeveloped properties, ex-
clude certain costs which are deferred pending evaluation.
Also excluded are development costs which were pre-
viously considered in the RRA valuation. Such deferred costs
totalled $569 million and $233 million at September 30, 1981
and 1980 respectively and principally represent property
acquisition costs of $491 million and $167 million of which
$324 million and $12 million were added during the year
ended September 30, 1981 and nine months ended Septem-
ber 30, 1980, respectively. At September 30, 1981, a valua-
tion allowance of $52 million had been recorded against
these costs of which $30 million and $22 million were added
during the year ended September 30, 1981 and nine months
ended September 30, 1980, respectively.

The bulk of the increase in the deferred property acquisition
cost during 1981 reflects the acquisition of properties from
Davis Oil Company completed in March, 1981. Additional
deferred costs of $78 million and $66 million at September
30, 1981, and 1980, respectively pertain to costs of uncom-
pleted wells pending evaluation.

The accounting rules of the United States Securities and
Exchange Commission (the “SEC™) contain a capitalized
cost limitation for each cost centre (the “cost centre ceiling’)
in which, among other things, capitalized costs associated
with proved oil and gas reserves are limited to the present
value of future net revenues from estimated production of



such reserves computed pursuant to SEC rules. The acqui-
sition of oil and gas properties in the United States during
March, 1981, from Davis Qil involved the purchase of proved
oil and gas reserves at a price which exceeded the present
value of estimated future net revenues computed as
described above under "“Estimated future net revenues’
by $147 million which has been deferred at September 30,
1981. This excess would have caused the capitalized costs
associated with the Company's United States full-cost pool
at September 30, 1981, to exceed the SEC's cost centre
ceiling by approximately $125 million, requiring a charge
to income in that amount for United States reporting
purposes. Howaever, pursuant to an exemption procedure es-
tablished by the SEC for major transactions such as the
acquisition of the Davis properties, the Company applied
for and was granted an exemption from the application of
the cost centre ceiling for the year ended September 30,
1981 and for subsequent interim periods ending through
June, 1982, assuming there is no indication of impairment
of value during such period.

Summary of oil and gas producing activities

In accordance with this exemption, the amount of the
excess over the SEC cost centre ceiling described above
has been capitalized. The continued existence of any such
excess after June 30, 1982, will require a further exemption
from the SEC. In the event such a further exemption cannoct be
obtained, or in the event that the Company determines that
an impairment of value has occurred, any excess of capitalized
costs over the SEC cost centre ceiling then existing would
be required to be charged against income for United States
reporting purposes.

The provision for income taxes has been computed apply-
ing current statutory tax rates to the future taxable income to
be generated from proved reserves after making provision
for the tax basis of the oil and gas properties and after giving
effect to the applicable tax credits and rebates, deductions
forresource and depletion allowances and provisions for non-
allowable crown royalties and other permanent differences.

prepared on the basis of reserve recognition accounting (RRA) (unaudited)

Year ended Nine months ended
September 30, 1981 September 30, 1980

Additions and revisions to estimated proved reserves

Present value of additions to estimated proved reserves $ 57,853 $ 17,506
Present value of revisions to estimated reserves proved in prior years
Changes in prices, net of changes in lifting costs (19.,455) 260,149
Petroleum and Gas Revenue Tax (184,945) -
Other changes 58,294 (39,422)
Accretion of discount 129,651 70,061
41,398 308,294
Deductions for costs incurred 176,585 95,396
RRA income (loss) before income taxes (135,187) 212,898
Income taxes 42,992 100,126
Net income (loss) from oil and gas producing activities on the basis of RRA $ (178,179) $ 102772
Pre-tax operating income (excluding interest) from operations for oil and gas
activities on the basis reported in the primary financial statements $ 85,377 $ 76,805

Summary of changes in present value of estimated future net revenues from proved oil and gas reserves (unaudited)

Year ended Nine months ended

September 30, 1981 September 30, 1980
Balance at beginning of period $1,151,380 $ 934,151
Additions and revisions 41,398 308,294
Purchase of minerals in place 290,230 —
Projected development costs incurred 27,211 35,098
Production, net of lifting costs and Petroleum and Gas Revenue Tax (206,699) (126.163)
Balance at end of period $1,303,520 $1,151.380

e atecy
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Quarterly Financial Information (unaudited)

Year ended September 30

1981 1980
Quarter
First Second Third Fourth First Second Thin;d Fourth
Revenue $807,748 $851,110 $692,605 $593,971 $661.001 $756,802 $6156,701 $529,945
Gross margin 279,278 265,982 249,927 244,200 212,419 248,676 218,476 202,227
Net income 93,643 68,969 67,847 19,602 67,899 63,980 57,405 50,238
Net income per common
share
Basic $ 126 $ 09 $ 088 $ 019 s 099 s 083 s 073 s 063
Fully diluted 1.13 0.83 0.82 0.19 0.95 0.77 0.69 0.60

Market Price of Common Shares and Related Security Holder Matters

The common shares of the Company are listed on the
Toronto, New York, Montreal, Alberta and Vancouver stock
exchanges. The following table sets forth the reported high

and low sales prices of the common shares of the Company
on the Toronto and New York stock exchanges:

Year ended September 30

1981 1980
R Quarter B
First Second Third Fourth First Second Third Fourth
Toronto Stock Exchange -
(Canadian currency)
High $35% $31% $35% $35% 4 4 $29%  $34%
Low 297% 26 24% 20% . * 23% 26%
New York Stock Exchange
(United States currency)
High 30% 26% 29% 29% * 28% 29%
Low 25 22 20% 17% 1 £ 19% 22%

*Share price information prior to April 30, 1980, is not com-
parable to that of subsequent periods because that informa-
tion predates the combination of the resources of Hiram
Walker-Gooderham & Worts Limited and The Consumers’
Gas Company and its subsidiary Home Oil Company Limited.

Quarterly dividends of $0.33 per common share were paid
in 1981 and 1980.

At September 30, 1981, there were 52,253 registered
holders of common shares.

There are no restrictions on the export or import of capital
which affect the remittance of dividends, interest or other pay-
ments to non-resident holders of the Company’s securities.

The Foreign Investment Review Act requires prior ap-
proval by the Government of Canada of the acquisition
by, or transfer to, non-residents of Canada of direct or in-
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direct control of a Canadian business entity, such as the
Company. The Act does not apply to the purchase of shares
or securities of a corporation where such purchases would
not give the purchasers effective contral of the corporation.

Cash dividends paid to shareholders resident in the United
States, the United Kingdom and most Western European
countries are generally subject to Canadian withholding tax
at a rate of 16%. Cash dividends paid to other non-residents
of Canada will also generally be subject to Canadian with-
holding tax at a maximum rate of 26%, depending upon
applicable tax treaties. Interest payable on the Company's
debt securities held by non-Canadian persons may also be
subject to Canadian withholding tax depending upon the
terms and provisions of such securities. Stock dividends paid
to non-Canadian residents are generally not subject to
Canadian withholding tax.



Five year financial review and other data

Financial
1981 1980 1979 1978 1977
(Expressed in thousands except per share amounts)
Revenue

Distilled spirits $1,434,952 $1.417,175 $1.318.,904 $1.129,107 $ 898.402

Natural resources 349,386 231279 — — —

Gas utility 1,093,862 859.054 812,897 737.400 644,764

Other 67,134 55,941 12,429 25,714 13.560

$2,945,334 $2,563.449 $2,144,230 $1,892,221 $1,656,726
Operating income

Distilled spirits $ 263,101 $ 250,927 $ 228,435 $ 179,394 $ 126.946

Natural resources 82,898 92,074 — — =

Gas utility 107,388 90,706 94,346 89,066 85,027

$ 453,387 $ 433,707 $ 322,781 $ 268,460 $ 211.943
Income before income taxes and other items $ 295,766 $ 371.741 $ 260,139 $ 235,258 s 7781
Income taxes (61,656) (130,922) (93,366) (99,206) (80,133)
Other items, net 15,951 (1,297) 10,391 18,326 22,782
Net income $ 250,061 $ 239,622 $ 177,164 $ 15b4,378 $ 114,410
Net income per commaon share

Basic $ 3.23 $ 3.18 $ 2.66 $ 2.2:3 $ 1.64

Fully diluted $ 3.02 $ 3.01 $ 2.52 $ 2.19 $ 1.62
Dividends declared per common share $ 1.32 $ 1.82 $ 0.88 $ 0.76 $ 0.71
Identifiable assets

Distilled spirits $1,540,283 $1,440,034 $1.296.861 $1,130,161 $ 995,548

Natural resources 2,076,345 1.100,380 — — -

Gas utility 1,301,610 1,070,246 1.150,5686 1.013.099 915,157
Total assets $4,918,238 $3.610.660 $2,447,447 $2.143,260 $1,910.706
Long term debt (including current portion) $1,753,370 $ 742,466 $ bb6,636 $ 477.478 $ 496,610
Shareholders’” equity

Preference $ 459,471 $ 361.588 $ 18,444 $ 22,647 $ 22,653

Common 1,362,300 1.227.331 1,098,978 985,890 886,257

$1,821,771 $1,588.919 $1,117,422 $1.008,537 $ 908,910
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Distilled Spirits

Gross revenue less excise taxes and import duties
(millions of dollars)

Natural Resources

Crude oil and natural gas liquids production*
(barrels_ per day)

Natural gas sales™
(millions of cubic feet per day)
Sulphur sales

(long tons)

1981 1980 1979 1978 1977
$1,068  $1008 5 905  $ 764 $ 586
32,370 31,053  30.863 31,312 34,033
165.8 129.9 136.3 118.3 117.7
71100 85922 70485 56,877 60,066

* Includes production from properties acquired from Davis Qil since date of acquisition on March 11, 1881
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Land Holdings

The following table sets forth the acreage in which Home
held petroleum and natural gas interests at September 30,
1981. Gross acres refers to the total acreage in which an
interest is held or may be earned under farmin agreements.
Net acres refers to the total acreage in each parcel in which
only a working interest is held, or can be earned, multiplied
by the percentage working interest owned or to be owned.

Gross Net

Canada

Alberta 5,312,438 1,759,151
British Columbia 1,746,676 412,684
Newfoundland 5,646,178 283,990
Saskatchewan 850,546 763,002
Arctic Islands 6,009,906 489,358
East Coast Offshore 2,010,081 150,756
Other 1.797.230 437173

23,373,055  4.296.114

United States

Alaska 138,239 113,268
Arizona 170,964 170,964
Montana 922,563 532,700
North Dakota 496,069 219,546
Texas 232,109 92,702
Wyoming 116727 366,826
Other 580.022 344,233

3,656,693 1,840,239
Australia’ 6,292,063 1,447,057
Guyana 1,971,200 1,419,264
Indonesia 3,930,880 76,652
Philippines 1,541,937 385,484
Other 448,057 41,199
Total 41,213,885 9.506,009

1. Includes farmin on permit WA-117P representing 4,700,000 gross
(1,175,000 net) acres offshore Australia to which partners have agreed
in principle. At September 30, 1981, a formal agreement had yet to be
signed.



Working Interest Wells

The following table sets forth the gross and net exploratory
and development wells in which Home participated and
completed during the year ended September 30, 1981.
Gross wells refers to the number of wells in which Home
has an interest. Net wells refers to the aggregate of the
amounts for each gross well multiplied by the percentage
of Home's working interest. Wells in which Home does not
have a working interest are excluded.

Production of Crude Oil and Liquids, Natural Gas
and Sulphur

The following table sets forth Home's total and daily average
gross production of crude oil and natural gas liquids and
gross sales of natural gas and sulphur for the year ended
September 30, 1981. Gross production or gross sales include
all production or sales attributable to Home's interests before
royalties and minority interests in subsidiaries. Daily average
for the United States includes production from properties
acquired from Davis Oil since the date of acquisition on

Canada United States International  March 11, 1981.
Go5s it Gross fsy SSfoss ST Crude oil (thousands of barrels)
E)fploratory Canads
Qil 2 .76 5 3.50 2 .29
Alberta 6,997
gas 1:3 3'21 ¢ g = e British Columbia 1,368
£ = L s . = Saskatchewan 767
21 7.62 23 9.88 7 .96 Other 47
Development United States 731
Oil 76 24.84 40 18.60 — — Tatal 9.910
(D3as ‘23 ;gg? gg gig il - Daily average (barrels)
k4 ' : A Canada 25,153
171 5891 85 3429 — @ — United States 3,689
Total 192 66.53 108 4417 7 .96 Total 28 8472
Natural gas liquids (thousands of barrels)
Canada
Alberta 999
Other 8
United States 259
Total 1.266
Daily average (barrels)
Canada 2755
United States 773
Total 3,528
Natural gas (millions of cubic feet)
Canada
Alberta 36,467
British Columbia 2,246
QOther 160
United States 14,560
Total 53.433
Daily average (thousands of cubic feet)
Canada 106,517
United States 59,280
Total 165,797
Sulphur (long tons) 71,100
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Gas utility

1981 1880 1979 1978 1977
Revenue (thousands of dollars)
Gas sales
Residential $ 342,618 $261,112 $234,422 $212,663 $180.373
Commercial 370,601 283,408 260,264 232,797 200,603
Industrial 342,399 269,015 245,110 214,233 171,533
Thermal generation 1,214 14,412 46,702 55,649 74,167
Total gas sales 1,056,832 827,947 786,498 715,242 626,676
*Other revenue 48,553 37.928 34,803 29,245 24.774_
Total revenue $1,105,385 $865,875 $821,301 $744,487 $651,450
Gas cost $ 851,025 $654,8456 $622,439 $558,506 $479.646
Gas sales (millions of cubic feet)
Sales to customers
Residential 81.121 73.756 73,619 74,174 73.265
Commercial 109,205 101,663 101,156 101,431 101,407
Industrial 106,148 105,077 107,665 104,330 98,098
Thermal generation 387 5.660 21.356 29,640 45,894
Total sales 296,861 286,056 303,596 309,575 318,664
Number of active customers (year end)
Residential 611,823 568,984 530,636 504,725 483,143
Commercial 60,041 55,590 51,5556 48,139 45,951
Industrial and other 6,415 6,173 5,987 5,734 6,734
Total active customers 678,279 630,747 588,178 558,698 534,828
Average use per residential customer
(thousands of cubic feet) 134.1 130.4 137.8 145.4 150.3
Degree day deficiency (1) 4,202 4,040 4,246 4,434 4,365

Note:

(1) Degree day deficiency figures given, expressed in Celsius, are those for the Toronto Area. The deficiency is a measure of coldness during the heating
season and is calculated by adding together the total numhber of degrees by which the daily mean temperature fell below 18° Celsius (65°F.).
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Directors
Dr. G. C. A. Cook

Economic Consultant

Richard E. Cross(®
Counsel
Cross, Wrock, Miller & Vieson

A. E. Downing()

Executive Vice President of the Company
President

Hiram Walker-Gooderham & Worts Limited

Charles T. Fisher [11(1)
President
National Bank of Detroit

Jon K. Grant(3)
President and Chief Executive Officer
The Quaker Oats Company of Canada Limited

Gordon C. Gray(2
Chairman and Chief Executive Officer

A. E. LePage Limited
Anthony G. S. Griffin

Corporate Director

H. Clifford Hatch(
Chairman of the Company

H. Clifford Hatch, Jr.(1)

Executive Vice President of the Company
Vice President

Hiram Walker-Gooderham & Warts Limited

Senator Harry W. Hays, P.C.
Member of the Senate of Canada

Robert S. Hurlbut(™
Chairman and President
General Foods, Inc.

Henry N. R. Jackman®
Chairman
The Empire Life Insurance Co.

G. Ernest Jackson
Senior Vice President
Reed Stenhouse Limited

Joseph Jeffery, Q.C.(2)
Partner
Jeffery and Jeffery

Paul J. G. Kidd, Q.C.4»

Retired

Formerly Senior Vice President

Hiram Walker-Gooderham & Worts Limited

Allen T. Lambert(1(4)
Director and former Chairman
and Chief Executive Officer
The Toronta-Dominion Bank

Orian E. B. Low, Q.C.

Private Investor

Peter L. P. Macdonnell, Q.C.(3}(%

Partner
Milner & Steer

Robert W. Martin(

Executive Vice President of the Company
President

The Consumers’ Gas Company Ltd.

Frederick H. Newman
Chairman
Newman Bros. Limited

Edmond G. Odette(?
President
Eastern Construction Company Limited

Stanley G. Olson(1){3)
Corporate Director

Beryl A. Plumptre(4)
Corporate Director

A. Ross Poyntz(2)

Director and former Chairman

The Imperial Life Assurance Company of
Canada

John T. Sapienza
Partner
Covington & Burling

Robert C. Scrivener(1}(3)
Corporate Director

Robert J. Tebbs

Retired

Formerly Senior Vice President

Hiram Walker-Gooderham & Worts Limited

Noah Torno(1(3)
Corporate Director

W. P. Wilder(
President and Chief Executive Officer
of the Company

. Executive Committee

. Audit Committee

. Management Resources Committee
. Pension Committze
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Principal officers

H. Clifford Hatch, Chairman of the Board

W. P. Wilder, President and Chief
Executive Officer

A. E. Downing. Executive Vice President

H. Clifford Hatch, Jr.,
Executive Vice President

Richard F. Haskayne*,
Executive Vice President

Robert W. Martin,
Executive Vice President

A. R. McCallum, Senior Vice President
and Chief Financial Officer

B. F. MacNeill, Vice President and
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E. W. H. Tremain, Vice President and
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*Effective January 1, 1982
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Corporate information

Executive office

Suite 4200, 1 First Canadian Place
P.O. Box 90, Toronto, Ontario M5X 1C5H
Telephone (416) 492-5900

Auditors

Price Waterhouse
Thorne Riddell

Stock exchange listings and
symbol

Common Shares — Toronto, Montreal,
Alberta, Vancouver, New York

The listing symbol for Hiram Walker
Resources Ltd. common shares on all
stock exchanges is HWR and is
reported in the newspapers by
Canadian exchanges under the W's as
Walker R, and by United States ex-
changes under the W's as WkHRs.

Metric conversion factors

1 mile = 1.609 kilometres

1 foot = (0.305 metres

1 cubic foot = 0.028 cubic metres
(natural gas)

1 barrel = 0.159 cubic metres
(petroleum liquids)

1 acre = (0.405 hectares

Form 10-K

The Company files a Form 10-K
Annual Report with the United States
Securities and Exchange Commission.
A copy of this report will be made
available, without charge, to interested
shareholders upon written request to
The Secretary, Hiram Walker Resources
Ltd., Suite 4200, 1 First Canadian
Place, P.O. Box 90, Toronto, Ontario,
M5&X 1C5.
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Registrar and transfer agents
Common Shares

Canada Permanent Trust Company
20 Eglinton Avenue West, Toronto
M4R 2E2 and in Halifax, Montreal,
Calgary and Vancouver

Morgan Guaranty Trust Company
New Yark

14.16% Retractable Class A Preference
Shares

National Trust Company, Limited

21 King Street East, Toronto M5C 1B3
and in Montreal, Winnipeg, Calgary
and Vancouver or its agent

The Raoyal Trust Company, in Halifax
and Regina

9%% Convertible Class B Preference
Shares

Canada Permanent Trust Company
20 Eglinton Avenue West, Toronto
M4R 2E2 and in Halifax, Montreal,
Winnipeg, Regina, Calgary and
Vancouver

9% Convertible Class C Preference
Shares

The Canada Trust Company

110 Yonge Street, Toronto M5C 1T4
and in Halifax, Montreal, Calgary
and Vancouver

7% Convertible Class D Preference
Shares

Canada Permanent Trust Company
20 Eglinton Avenue West, Toronto
M4R 2E2 and in Halifax, Montreal,
Winnipeg, Calgary and Vancouver

Principal subsidiaries

Hiram Walker-Gooderham & Worts Limited
Hiram Walker & Sons Limited
Corby Distilleries Limited (52.8% owned)
Maidstone Essex Limitad
Courvoisier S A.
Kahlua S.A.
Hiram Walker Holdings N.V.
Walker Home Petroleum Inc.
Maidstone Wine & Spirits, Inc.
HPC., Inc.
Home Petroleum Corporation
Hiram Walker & Sons, Inc.
Hiram Walker Incorporated
W.A. Taylor & Company
Hiram Walker & Sons (Scotland) Limited
Home Oil Company Limited
Home Exploration Limited
Home Qil Australia Limited
Home Qil (U.K.) Limited
Scurry-Rainbowv Qil Limited (88.5% owned)
Federated Pipe Lines Ltd. (50% owned)

The Consumers’ Gas Company Ltd.

Niagara Gas Transmission Limited

St. Lawrence Gas Company, Inc.

Gazifere Inc.

Tecumseh Gas Storage Limited (50% owned)
Underwater Gas Developers Limited
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