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File no. 82-2954

c8365
r f BC-Molson-new-CFO 04-28 0331
News release via Canada NewsWire, Toronto 416-863-9350 -~ME-

Attention Business Editors:
“Molson Names Robert Coallier Chief Financial Officere@

MONTREAL, April 28 /CNW/ - Molson Inc. anncunced today the appointment of
Robert Coallier as Executive Vice-President and Chief Financial Officer,
effective May 31, 2000.

Mr. Coallier was previously Chief Financial Officer of C-MAC Industries
Inc., a world-class manufacturer of advanced electronic equipment, where he
was responsible for charting financial direction in a highly competitive and
fast-changing industry. While at C-MAC he also led a number of mergers and
acquisitions, and debt and equity financing activities. Previously, he held
successive senior positions over an eight year period at the Caisse de dépét
et placement du Québec including the post of Vice President of cone of the
Company's investment subsidiaries, with the added responsibility of assistant
to the President. He is a graduate of McGill University and holds a Master of
Business Administration (Finance) from Concordia University. He is also a
member of the Board of Directors cf Quebecor Printing.

"Robert is an excellent addition to the Molson management team, " said
James Arnett, President and Chief Executive Officer of Molson. “His hiring
represents another step in our ongoing commitment to attract top talent to our
senior management ranks and to leadership in the brewing industry. We welcome
his experience, his enthusiasm and his entrepreneurial drive as he joins us in
our continuing pursuit of strong earnings growth and the creation of
sustainable shareholder value."

Montreal-based Molson (TSE: MOL.a), founded in 1786, is Canada's pre-
eminent brewcr with more than $2 billion in annual sales. As North America's
oldest beer brand name, Molson has been providing consumers with quality beers
for over 214 years. Molson also owns and operates the Molson Centre and the
Montreal Canadiens hockey club.

$SEDAR: 00001368EB

-0- 04/28/2000

/For further information: John Paul Macdonald, Vice President Corporate
Affairs, (514) 590-6345; ’ .

To request a free copy of this organization's annual report, please go to
www.newswire.ca and click on reports{at)cnw./
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File no. 82-2954

Molson Inc.

Notice of Annual Meeting of Shareholders

Anv sharcholder who will not be attendimg the mecting in The 2000 Annual Meeting of Sharcholders of NMolson Inc.

person s asked to complete, date and sign the enclosed Torm - will commence at 11:00 am. (Montreal time) on Tuesday,

of proxy and retum it Lo the Corporation in the enclosed June 27, 2000 in Le Grand Salon of the Queen Elizabeth

stamped emvclope. Hotel, 900 René-Lévesque Boulevard. Montréal, Québec for
the following purposes:

i1 receiving the financial statements and the Auditors’ report
for the vear ended March 31, 2000;

21 clecting the Directors;

3) appointing Auditors and authorizing the Directors to fix
their remuneration;

44

transacting any other business properly before the meeting.

By order of the Board of Directors,

Marie Giguere
Senior Vice President, -
Chief Legal Officer and Secretary

Mav 4, 2000
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Management Proxy Circular

(Information as of May 4, 2000 unless otherwise indicated)

SOLICITATION OF PROXIES

This Circular is provided in connection with the solicitation of proxies by the management of Molson
Inc. for use at the annual meeting of shareholders or any adjournment of the meeting. The meeting will
be held at 11:00 a.m. on Tuesday, June 27, 2000 for the purposes set out in the attached Notice of Annual
Meeting. The solicitation will be primarily bv mail, but proxies may also be solicited by telephone or other
personal contact by emplovees or agents of the Corporation at nominal cost. Solicitation costs will be
borne by the Corporation.

APPOINTMENT OF PROXY

The persons named in the enclosed proxy form as vour potential proxvholders are directors of the
Corporation. You may appoint a person other than the Corporation’s directors designated in the
enclosed proxy form to attend and act for you at the meeting. To do so, please insert your appointee’s
name in the blank space provided in the proxy form and strike out the other names, or complete
another proper proxy form. CIBC Mellon Trust Company must receive proxies at its Proxy Department,
200 Queen’s Quay East, Unit 6, Toronto, Ontario, M3A 4K9 not later than 5:00 p.m. on the last business
day before the day of the meeting or any adjournment thereof.

REVOGATION OF PROXY

You can revoke vour proxy in any manner permitted by law. This includes depositing a written statement
signed by vou (or by an attornev authorized by you in writing) at CIBC Mellon Trust Company, Proxy
Department, 200 Queen’s Quay East, Unit 6, Toronto, Ontario, M5A 4K9 at any time up to and including
the last business day before the day of the meeting or any adjournment, or with the Chairman of the meeting
on the day of the meeting or any adjournment.

CONFIDENTIAL VOTING

CIBC Mellon Trust Company counts and tabulates proxies in a manner that preserves the confidentiality
of individual shareholder votes. Proxies will not be submitted to management unless: (a) there is a proxy
contest; (b) the proxy contains comments clearly intended for management; or (c) it is necessan to determine
a proxy’s validity or to enable management and/or the board to meet their lega! obligations to shareholders
or to discharge their legal duties to the Corporation.

VOTING SHARES

As at May 4, 2000, there were 47,266,630 Class “A” non-voting shares and 12,053,767 Class "B” com-
mon shares outstanding. The only fully voting shares of the Corporation are the Class *B” common shares.

Each Class “"A” non-voting share registered in vour name in the list of the holders of Class “A™ non-voting
shares entitles you to vote to elect three members of the Board of Directors, voting separately as a class.
Each Class “B” common share registered in your name in the list of holders of Class "B” common shares
entitles you to vote on all matters before the meeting other than the election of the three directors to be
elected by holders of Class "A™ non-voting shares.

Both the list of holders of Class “A” non-voting shares and the list of holders of Class “B” common shares
will be prepared as of the close of business on May 23, 2000. Shares acquired after carry the right to vote at
the meeting if the holder can provide proof of ownership and has notified the Secretan of the Corporation in
writing at the address of the registered office at 1555 Notre-Dame Street East. Montréal, Québec, H2L 2R3
at least ten days before the meeting.

PRINCIPAL SHAREHOLDERS

The only shareholder who, as of May 4, 2000, owned beneficially, or exercised control or direction over
more than 10% of either the total outstanding Class “A” non-voting shares of the Corporation or the tota}
outstanding Class “B” common shares of the Corporation, is E.H. Molson, Chairman of the Board. and
a director of the Corporation, who controls 3,930,000 Class “B” comimon shares or 32,6% of the total
outstanding Class “B” common shares of the Corporation.
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Management Proxe Cirenlar

The Corporation has been advised that certain companies controlled by members of the Molson family
or by estates or trusts, the beneficiaries of which are members of the Molson family, and which control.
directly or indirectly, more than 50% of the Class “B” common shares, are parties to an agreement which
provides that such shareholders will not transfer their Class “B” common shares nor convert them into
Class “A” non-voting shares. Thev have also agreed not to tender their Class "B™ common shares to a
takeover bid and have authorized certain family representatives to deliver notices and to take other actions
necessary in connection with the agreement not to tender such shares to a takeover bid.

HOW YOUR PROXIES WILL BE USED

Shares represented by a proxy in favour of management will be voted or withheld from voting on votes
that take place at the annual meeting, in accordance with the instructions given by the shareholder.

If no instructions are indicated, each Class “A” non-voting share will be voted (a) for the clection
of the three individuals listed under the heading “Nominees for Election by Holders of Class “A™
Non-Voting Shares” on page 3 and (b) at the proxyholder’s discretion in respect of amendments to the
foregoing matter or any other business that may properly be brought before the meeting on which the
holders of Class “A” non-voting shares are entitled to vote.

If no instructions are indicated, each Class “B” common share will be voted: (a) for the election of
the nine directors listed under the heading “Nominees for Election by Holders of Class “B” Common
Shares” on page 4; (b) for the appointment of the auditors PricewaterhouseCoopers LLP; and (c) at
the proxyvholder’s discretion in respect of amendments to any of the foregoing matters or on any other
business that may properly be brought before the meeting.

Election of Directors

Twelve Directors are to be elected to serve until the close of business of the 2001 Annual Mecting or
until they cease to hold office as such. Holders of Class “A” non-voting shares will elect three directors and
holders of Class “B” common shares will elect nine directors.

CLASS “A™ NON-VOTING SHARES

The proxy form for holders of Class “A” non-voting shares provides for instructions from the holder to
withhold from voting for any or all of the three nominees for election as directors. Unless a proxy specifies
that the Class “A” non-voting shares it represents should be withheld from voting in the election of
the three director nominees, the proxyholders named in the accompanying proxy intend to use it to
vote for the election of the three director nominees under the heading “Nominees for Election by
Holders of Class “A” Non-Voting Shares” on page 3.

CLASS “B" COMMON SHARES

The proxy form for holders of Class “B” common shares provides for instructions from the holder to
withhold from voting for any or all of the nine nominecs for election as directors. Unless a proxy speci-
fies that the Class “B” common shares it represents should be withheld from voting in the clection of
the nine director nominees, the proxyholders named in the accompanying proxy intend to use it to
vote for the election of the nine director nominces under the heading “Nomineces for Election by
Holders of Class “B” Common Shares” on page 4.

All of the nominees are now directors and have been since the dates indicated below. The Direciors
expect that each of the nominees will be able to serve as a director. However, if any nominee became
unable to serve as a director {or any reason prior to the meeting, the proxyholders reserve the right to vote
the shares represented by proxy for another nominee at their discretion, unless the proxy specifies that the
shares are to be withheld from voting for all of the director nominees.

t
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Director Profiles
The profiles below provide information on the nominees for election as directors.

Nominees for Election by Class “A” Shareholders (Non-Voting Shares)

DR. LLOYD . BARBER, C.C.
Director since June 22, 1978 ~ Age: 68, Regina Beach, Saskatchewan

Lloyd Barber is President Emeritus of the University of Regina, having had a distinguished academic
career. He serves and has served as a director of many prominent Canadian companies including the Bank of
Nova Scotia, Can\West Global Communications and Com.nco, and on the boards of numerous community
and other organisations including the Canadian Museum of Nature, the Institute for Saskatchewan
Enterprise, the Working Venture Canadian Fund [nc. and the Canadian Polar Commission. Dr. Barber
obtained his M.B.A. from the University of California at Berkelev and his Ph.D. from the Universit
of Washington.

Dr. Barber chairs the Audit and Finance Committee and the Pension Fund Committee. He also serves
as a member of the Environment, Health and Safety Committee.

Shareholdings: Class A: 6,800 Deferred Share Units: 1,330
Class B: none

MATTHEW W, BARRETT, 0.C.
Director since October 14, 1992 — Age: 55, London, England

Matthew Barrett is Group Chief Executive of Barclays ple in London. He served as Chairman and
Chief Executive Officer of the Bank of Montreal from 1989 to 1999 and is a Director of The Scagram
Company Ltd. He is a graduate of the Advanced Management Program at Harvard Business School.

Mr. Barrett chairs the Human Resources and Corporate Governance Committee ("HRCGC™) and
serves as a member of the Executive Committee and the Audit and Finance Committec.

Shareholdings: Class A: 1,244 Deferred Share Units: 6,494
" Class B: none

DANIEL W, COLSON
Director since May 8, 1997 - Age: 53, London, England

Daniel Colson is Deputy Chairman and Chief Executive Officer of Telegraph Group Limited in
London, England, a major publishing company. He is also Vice-Chairman of Hollinger Inc., Hollinger
International Inc., Southam Inc., Hollinger Canadian Publishing Holdings Inc., Interactive Investor
International plc and Chairman of UniMedia Inc. and Hollinger Telegraph New Media Ltd. In addition,
he is a Director of Argus Corporation, The Ravelston Corporation Ltd., Hellespont Shipping Corporation
and The Spectator (1828) Limited. He obtained his B.A. from Lovola College and his LL.L. from Laval
University and is a member of the Canadian Bar Association.

Mr. Colson serves as 2 member of the Audit and Finance Commitice and Human Resources and
Corporate Governance Committee.

Shareholdings: Class A: 2,799 Deferred Share Units: 6,764
Class B: none

(3]
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Director Profiles

Nominees for Election by Class “B” Shareholders (Common Shares)

LtUC BEAUREGARD, C.M.
Director since May 8, 1997 — Age: 58, Montréal. Québec

Luc Beauregard is founding Chairman and Chief Executive Officer of NATTONAL Public Relations,
Canada’s largest public relations firm with offices across the country. He is a Director of the St. Hubert
Group. A Fellow and former President of the Canadian Public Relations Society. he is a governor of the
Conseil du patronat du Québec, a governor of the Conseil patronal de P'environnement da Québec and
past Chairman of “Vie des Arts” magazine.

Mr. Beauregard chairs the Environment, Health and Safety Commmec

Shareholdings: Class A: 380 Deferred Share Units: $.601
Class B: none

JEAN BELIVEAU, C.C.
Director since June 22, 1978 — Age: 68, Longucuil, Québec

Jean Béliveau had a distinguished eighteen-vear career with the Montreal Canadiens. serving as
Captain from 1961-71, during which he was awarded the Ross Trophy. the Hart Trophy and the Conn
Smythe Trophy. Following his hockev career. he served as an executive with Le Club de Hockev
Canadien, Inc. for over twenty vears, retiring in 1993, He also serves as a director of the Acier Lcroux inc.
and Brookfield Properties Corporation.

Mr. Béliveau serves as a member of the Environment. Health and Safetv Committee and the Pension
Fund Committee.

Shareholdings: Class A: 4,771 Deferred Share Units: 1,330
Class B: 750

DR. FRANCESCO BELLINL, 0.C.
Director since May 8, 1997 = Age: 52, Laval. Québec

Francesco Bellini is Chicf Executive Officer and co-founder of BioChem Pharma Inc.. a renowned
biopharmaceutical company. Having graduated with a doctorate from the University of New Brunswick,
Dr. Bellini has authored or co-authored over twenty patents and published numerous articles based on his
research. A pioneer in the Canadian biopharmaceutical industry., he was recently appointed Officer of the
Order of Canada. Last vear, he was honoured with the National Merit Award from the Ottawa Life
Sciences Council, an Honorary Degrec ~ Doctor of University (University of Ottawa) and an Honorary
Degree - Doctor of Sciences.(Universin of New Brunswick). He is a dircctor of several companies including
Industrial-Alliance Life Insurance Company.

Dr. Bellini serves as a member of the Audit and Finance Committee.

Sharcholdings: Class A: 8,034 Deferred Share Units: 4,210
Class B: none
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DONALD G. DRAPKIN
Director since June 30, 1998 ~ Age: 52, Alpine, New Jersey

Donald Drapkin has been Vice Chairman and Director of MacAndrews & Forbes Holdings Inc. and
various of its affiliates since 1987. Prior to joining MacAndrews & Forbes, Mr. Drapkin was a partner in
the law firm of Skadden, Arps, Slate. Meagher & Flom. Mr. Drapkin is Chairman and Chief Financial
Officer of WeddingChannel.com and a Director of Algos Pharmaceutical Corporation. Anthracite
Capital, Inc., BlackRock Asset Investors, Nexell Therapeutics Inc.. Inc.. Plavboy Enterprises. Inc.. Revlon,
Inc., Revlon Consumer Products Corporation and Weider Nutrition International Inc. He is 2 member of
the Boards of numerous community organisations including Special Olvmipics International and Lincoln
Center Theater. Mr. Drapkin holds 2 B.A. from Brandeis Universitv and an LL.B from Columbia
University School of Law.

Mr. Drapkin serves as a member of the Human Resources and Corporate Governance Committee.

Shareholdings: Class A: none Deferred Share Units: 3,452

Class B: none

ERIC H. MOLSON
Director since June 27, 1974 — Age: 62, Montréal, Québec

Eric Molson has served as Chairman of the Board of the Corporation since 1988. He is also Chancellor
of Concordia University and a Director the Montreal General Hospital Foundation and Rescarch
Institute, the Canadian Irish Studies Foundation and Vie des Arts. Mr. Molson received an Arls
Baccalaureate (AB) with Honours in Chemistry from Princeton University. He earned his Master Brewer
Certificate from the United States Brewers Academy and subsequently studied economics at NcGill
Graduate School. .

Mr. Molson also serves as a member of the Executive Committee, the Human Resources and Corporate
Governance Committee, the Pension Fund Committee and the Environment, Health and Safety Commiittee.

Shareholdings: Class A: 112.270 Deferred Share Units: 3.740
Class B: 3,930,000

R. IAN MOLSON
Director since June 25, 1996 - Age: 45, London, England

lan Molson has served as Deputy Chairman of the Board of the Corporation since June 1999, He s a
private investor who, between 1984 and December 1997 was a Nanaging Director of Credit Suisse First
Boston, one of the leading investment banking and securities firms in the world. From 1993 to 1997, he
served as Head of the Investment Banking Department in Europe. a position which encompassed all
corporate finance, corporate advisory, mergers and acquisitions businesses in Europe. Russia, Africa and

.the Middle East. He graduated from Harvard University (AB Honours) in 1977,

Mr. Molson chairs the Executive Committee and serves as a member of the Audit and Finance

Committee and the Human Resources and Corporate Governance Committee,

Shareholdings: Class A: 356 Deferred Share Units: 3,743
Class B: 1.071,710

v
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Director Profiles

STEPHEN T. MOLSON
Director since June 29, 1988 — Age: 60. Montréal. Québec

Stephen Molson is Secretary and a member of the Board of The Molson Foundation. a charitable foun-
dation. He is also a Director of the Atlantic Salmon Federation. the Butters Foundation. the Fondation
Hospitaliere Maisonneuve-Rosemont. The Martlett Foundation and the Quebee-Labrador Foundation Inc.

Mr. Molson serves as a member of the Pension Fund Commiittee and the Environment, Health and
Safety Commiittee.

Shareholdings: Class A: 1,800 Deferred Share Units: 1.330
Class B: 975,000

DANIEL J. O'NEILL
Director since June 29, 1999 - Age: 48, Toronto, Ontario

Danie] O'Neill was, on May 4, 2000, appointed President and Chief Executive Officer of the Corporation
effective on June 27, 2000. Previously. Mr. O'Neill had been appointed Executive Vice-President and
Chief Operating Officer, North American Brewing on March 22, 1999, From January 1998 to March
1999, he was Executive Vice-President at the H.J. Heinz Company of Pittsburgh, 2 manufacturer and

marketer of consumer food products. While at Heinz, he served as President and Chief Exccutive Officer

of Star-Kist Foods and was a member of the Board of Directors of H.]. Heinz Company. From March 1994

to December 1997, he was President of Campbell Soup and a Dircctor of the Campbell Soup Company.

He joined Campbell’s after an international career spanning five countries and three continents working .
with S.C. Johnson. He received his M.B.A. from Queen’s University in 1976.

Shareholdings: Class A: 44,480

Class B: none

H. SANFORD RILEY
Director since June 29, 1999 — Age: 49, Winnipeg, Manitoba

Sanford Rilev is President and Chief Exccutive Officer of Investors Group Inc.. a position he has held
since 1992, Investors Group is one of Canada’s leading personal financial services organisations and the
largest distributor of mutual funds in Canada. He also serves as a director of Investors Group Trust Co.
Ltd., Great-West Life Assurance Company, London Life Insurance Company and James Richardson and
Sens Limited. His community affiliations include serving as Chairman of the recently completed Pan

American Games Society and Vice-Chairman of the Manitoba Business Council. He obtained his B.A.
from Queen's University and LL.B. from Osgoode Hall Law School.
Ar. Rilev serves as a member of the Pension Fund Committee.

Shareholdings: Class A: 1,000 Deferred Share Units: 2.350
Class B: none

Kotes:

« Deferred share units credited uader the Deferred Share Unil Pian for non-employee directors as of March 31, 2000. For a description of deferred share units.
see “Direciors Compensation”.

« Of the 3.330.000 Glass “B™ common shares menlioned contralled by E.K. Moison. he benelicially owns 2,400,000 of such Glass "8~ common shares through his associate.
Lincalnshire Holdings {1d., and controls 1.530.000 of such Glass “B™ comman shares through Pentland Securities (1981) Inc. which is an associalc of both Messes.
£.K.Mofson and 8.7, Molson. Mr. 5.T. Moison beneficially owns 975.000 Ciass "8~ common shares through his associate. Nooya Invesiments itd. The Estate of the late
T.H.P. Moison, 3 family eslate lrusi of which Messrs. EH. Malson and 5.7, Molson are irustees, holds 1,203,600 Class "B” common shares.

¢l
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Appointment of Auditors

At the meeting, the shareholders will be asked to approve the appointment of PricewaterhouseCoopers LLP,
who have been the Corporation’s Auditors for more than five vears, as Auditors of the Corporation for the
next vear and to authorize the Directors to fix their remuncration. Holders of Class “B” common shares
are entitled to vote on this resolution. A majority of the votes cast must be in favour of this resolution in
order for it to be approved. Unless a proxy specifies that the Class "B” commion shares it represents should
be withheld from voting in the appointment of the auditors, the proxvholders named in the accompanving
proxy intend to use it to vote for the appointment of PricewaterhouseCoopers LLP as Auditors of the
Corporation to hold office until the close of the next annual meeting.

Corporate Governance

The Toronto Stock Exchange has issued guidelines for effective corporate governance and requires that
listed companies annually disclose their practices. The guidelines address questions such as the composition
and independence of a company’s board of directors, its role. its committees as well as the cffectiveness
and education of its members.

Molson's Board of Directars considers that good corporate governance practices are essential for the
effective and prudent operation of the Corporation and for achieving its objective. which is the enhancement
of shareholder value. The Board believes that its governance practices generally meet the Toronto Stock
Exchange guidelines.

The Board of Directors

BOARD AND MANAGEMENT ROLES

Board and management roles have been defined in relation to financial management, performance
management, human resource management and external relations to clearly denote areas properly within
the scope of management decision-making and those within the scope of Board governance.

Also, as a result of a comprehensive review of the role of the Board completed in 1998, regular inectings
are now, during fiscal 2000, held between certain senior officers of the Corporation on one hand, and
the Chairman and the Deputy Chairman of the Board on the other hand. These mectings facilitate
comprehensive discussions on the Corporation’s strategic direction and its implementation.

STRATEGIC PLAKNIKG

The Board approves the Corporation’s strategic plan and receives regular updates on progress in the
execution of the plan. Over the past vear, the Board has been activelv involved in the disposal of assets
related to the Corporation’s non-core businesses, has reviewed extensively the domestic and U.S. brewing
strategies as well as the Corporation’s international strategy. During the last fiscal vear. it has also spent
time reviewing the Sports & Entertainment assets of the Corporation, with a view to maximizing share-
holder value. In light of the Corporation’s refocus on brewing. efforts have been deploved during the last
fiscal vear in briefing the Board on the evolution of the brewing business. nationallv and internationally.

RISK MANAGEMERT

The principal risks of various strategic decisions are identified and addressed as part of the strategic
planning process. The Audit and Finance Committee and the Environment. Health and Safety Committee
specificallv address other areas of risk management.
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The Board of Directors

MANAGEMENT DEVELOPMENT, ASSESSMENT AND SUCCESSION PLANNING
The Board's focus in fiscal 2000 has been on assembling a strong team of executives with the skills and
experience required to effectivelv manage the restructured organization. A new President, Le Club dc
Hockey Canadien, Inc. and Centre Molson Inc. was added to the executive team in September 1999 and
vacancies in the senior Legal, Human Resources and Corporate Affairs positions were filled. The Chief
* Financial Officer resigned from the organization in February to pursuc a Toronto-based opportunity and
on April 28, 2000, the Corporation announced the appointment of Robert Coallier as Executive Vice
President and Chief Financial Officer effective Mayv 31, 2000. A performance assessment of the Chicef
Executive Officer is conducted annually. Key objectives for the Chief Executive Officer are set at the start
of each fiscal vear and approved by the Board. At the end of the fiscal vear. the performance of the Chicf
Executive Officer is assessed relative to these objectives by the HRCGC and approved by the Board. The
Chairman of the HRCGC meets with the Chief Executive Officer to review the evaluation with hin.

SHAREHOLDER COMMUNICATION

The Board reviews and approves communications to the sharcholders. such as the Annual Information
Form as well as annual and quarterly financial reports. The Chicf Executive Officer and other representatives
of the Corporation hold quarterly conference calls, conferences and meetings with industry analysts and
shareholders.

COMPOSITION OF THE BOARD

At the end of fiscal 2000, the Board of Directors was composed of thirteen directors. Ten of them were
considered to be “unrelated” directors, comprising the majority of the Board. Two directors were considered
“related” because they were members of management: E.J. Arnett, President and Chief Executive Officer,
and D.J. O'Neill, Executive Vice President and Chief Operating Officer, North American Brewing
Operations. L. Beauregard was considered to be a “related” director because he is an officer of a public
relations firm which provides services to the Corporation. The three directors who are members of the
Molson family are significant shareholders in the Corporation but are considered to be independent of
management and not subject to anv interest that would materially interfere with their ability to act in the
best interests of the Corporation. As such, thev are considered to be “unrelated” directors, within the
meaning of the Toronto Stock Exchange guidelines.

INDEPENDENCE OF THE BOARD

The roles of Chairman of the Board and Chicf Exccutive Officer are scparate. The Chairman of the
Board, E.H. Molson, is the Corporation’s largest individual sharcholder. Although E.H. Molson worked
in a variety of positions within the Corporation throughout his earlier career, he has served solely as
Chairman of the Board for over ten vears.

The Board also preserves its independence by ensuring that members of management do not sit on any
Board committees other than the Executive Committee, which has no scheduled meetings but rather
meets when the need arises. All Board committees are comprised of a majority of “unrelated” directors.

Board comimittees engage independent consultants. as appropriate, to assist them in discharging their
responsibilities. The Audit and Finance Committec imeets annually with the Corporation’s external auditors
at a session where only outside directors are present.

NOMINATION OF DIRECTORS
The HRCGC is responsible for sceking out qualified candidates to be proposed to shareholders as
Board members.
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Board Committees

The Board has appointed five committees which focus on specific areas of responsibility necessan to effec-
tively govern the Corporation. Board committees are comprised entirely of non-emplovee directors, except
for the Executive Committee, and all have a majority of unrelated directors. Committee members for the
2000 fiscal year are shown below, together with a description of each Committee’s area of responsibility.

AUDIT AND FINANCE COMMITTEE

The Audit and Finance Committee reviews the Corporation’s annual consolidated financial statements
and quarterly financial staternents before they are approved by the Board. It works jointly with management
to develop the annual audit plan and thoroughly reviews the auditors’ recommendations on internal controls.
The Committee meets with the Corporation’s Auditors independently of management at least once a vear.
It also reviews the Corporation’s annual and long-term financial plans. proposals for major borrowings and
the issuance of securities, and makes recommendations to the Board with respect to financial strategies and
policies. In addition, the Committee deals with risk prevention and insurance coverage.

Chairman: Dr. L.1. Barber Members: M. AV, Barrett, Dr. F. Bellini, D.W. Colson, R.1. Molson

EXVIRONMENT, HEALTH AND SAFETY COMMITTEE

The Environment, Health and Safety Committee sets environmental and occupational health and safetv
policy standards and accountabilities for the Corporation. The Committee oversees environment and health
and safety issues in relation to three distinct areas: Brewing Operations, Le Club de Hockey Canadien,
Inc. and the Molson Centre Inc., and any retained obligations relating to divestitures. It is also responsible
for ensuring compliance with applicable legislation and programs, including crisis management training
and safety measurement systems. It reviews strategies, goals and programs put into place in these areas. and
recommendations from outside specialists retained as required to reassess specific risks. The Committee
is also briefed on initiatives by operating units of the Corporation, such as simulated incidents, to ensure
response readiness. It regularly reviews data on the frequency and severity of safetv incidents, an arca
where notable and continuous improvement has occurred.

Chairman: L. Beauregard Members: Dr. L.1. Barber, J. Béliveau, E.H. Molson, S.T. Molson

EXECUTIVE COMMITTEE

The Executive Commitiee acts on behalf of the Board, on terms authorized by the Board, in managing
or supervising the management of the Corporation’s business when the full Board is not in session. including
approval of borrowing, acquiring or disposing of businesses and issuing securities.

Chairman: R.1. Molson Members: E.J. Arnett, M. AV, Barrett, E.}H. Molson

HUMAN RESOURCES AND CORPORATE GOVERNANCE COMMITTEE

The HRCGC is responsible for the development and maintenance of the Corporation's corporate
governance practices, including the structures and composition of the Board and Board commitlees;
defining the relationship, roles and authority of the Board and management; identifving and recom-
mending suitable director candidates; setting directors’ compensation, and external reporting of the
Corporation’s approach to corporate governance and executive compensation. In addition, it reviews,
develops and recommends to the Board appropriate management compensation policies, programs and
levels. The Committee reviewed the Corporation’s management compensation strategy and programs to
ensure that thev reflect the Corporation’s strategy and are aligned with shareholders’ interests and corporate
performance. The Committee develops performance objectives in conjunction with the Chief Executive
Officer and assesses the performance of the Chief Executive Officer annually in relation to these objectives.
In addition, the Committee ensures that effective short-term and long-term succession plans are in place
for senior officers of the Corporation.

Chairman: M.\, Barrett Members: D.W. Colson, D.G. Drapkin, E.H. Molson. R.I. Molson

PENSION FUND COMMITTEE

The Pension Fund Committee formulates gencral investment policy, monitors the implementation of that
policy and reports to the Board at least annually on investment results achieved. It also reviews and comments
on the teports of the Corporation’s actuary and their implications, and the level of the Corporation’s
contributions to the pension plans in respect of both current service and unfunded liabilities.

Chairman: Dr. L1. Barber Members: ]. Béliveau, E.H. Molson, S.T. Molson, H.S. Riley
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Directors” Compensation

Directors’ compensation is paid only to outside directors and consists of the following:

Annual Board Retainer: $20,000. at least 30% of which is paid in Deferred Share Units

Board Meeting Fee: $1,000 per meeting

Committee Meeting Fee: $1,000 per meeting

Travel Fee: $1,000 (paid to directors who must travel from Western Canada
or Europe to attend meetings)

Committee Chair Retainer: $3.000

Committee Nember Retainer: $2.500

Related travel and out-of-pocket expenses are also covered.

QOutside directors who are asked to undertake special services by the Board bevond those ordinarilv
required of a director are paid 52,000 per diem for these services to a maximum of $30.000 per vear.

The Chairman of the Board and the Deputy Chairman receive an annual fee of $300.000 and $150.000
respectively in lieu of other compensation paid to the Directors. At the Board's discretion. they may
receive special grants under the Deferred Share Unit Plan. In addition. the Chairman receives a pension
from the Corporation and retiree benefits similar to those accorded to other senior exceutives on retirement.
The Deputy Chairman also received a fee of $100,000 for special consulting services in fiscal 2000.

To ensure that directors’ compensation is aligned with shareholders’ equity:

o At deast 30% of cach dircctor's Annual Board Retainer iy patd in Deferred Share Units 1 DSUs

+ Dircctors have the oplion to receive up to 100% of their dircctors” compensation in the form of DSUs,
A DSUis a unit equivalent i value to one Molson Class "\ non-voting share but is nat paid ont antil
such time ay the director leaves the Board, thereby providing an ongoing cquity stake in the
Corporation throughout the director's period of Board service.

+ Notional dividends are paid on the accumulated DSUs in the form of additional DSUs

DIRECTORS' STOCK OPTION PLAN
Non-emplovee directors are granted options on Molson Class "A™ non-voting shares as follows:

+ 5.000 options in cach of their first two vears of Board service: and

o 1500 options annualh thereafier.

The options are granted at market value and fully vest after three vears.
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Executive Compensation

REPORT ON EXECUTIVE COMPENSATION

The HRCGC sets the compensation of seniar executives of the Corporation, other than the President and
CEQ whose compensation, upon the recomimendation of the HRCGC. is sct by the Board of Directors.
There are currently seven senior executives of the Corporation who are Senior Vice President and above.

During fiscal 2000, the HRCGC, with the assistance of an external consulting firm, completed a
review and redesign of the Corporation’s executive compensation strategy. philosophy snd programs for
fiscal 2001 to support the new business metric system (Economic Value Added - "EVA'") by incenting
and rewarding participants for improving EVA’. The purposc is to integrate the programs of Molson Ine.
and Molson Canada, align such programs with shareholders’ interests and the creation of sharcholder
value and ensure Molson’s competitiveness in the market place. However, some of the existing separate)
compensation strategies and programs remained in place for the Corporate Office (Molson Ine.i and for
the Brewery Operations {Molson Canada) during fiscal 2000, as shown below,

CORPORATE OFFICE (MOLSON INC.)
The compensation of Corporate Office senior executives is determined relative to a selected group of
Canadian public companies. (For a discussion of the compensation of the Chief Exceutive Officer see below,
This compensation is made up of a fixed element and a variable element. The fixed clement of
compensation, i.e. base salary, is positioned to reflect competitive practice. The variable element includes
a shortterm incentive plan (one vear} in addition to a long-term plan based on stock options, the value of
which is directly related to appreciation in share price.

Compensation market surveys are conducted annually by independent consultants to sunvey total
compensation and, specifically, base salaryv and total direct cash, with the comparator group of companics.
Total direct cash is targeted between the median and the 75th percentile of the comparator group.

Actual base salaries for senior executives are positioned between the median and the 75th percentile of
the pav practices of the companies in the comparator group. Senior exceutives are eligible to receive a short-
term incentive, normally targeted between 35% and 50% of basc salary with a maximum of 70% to 100%
of base salarv. This level of target and maximum short-term incentive reflects a practice falling between
the median and the third quartile of the comparator group of companices. The number of stock options
granted to senior executives annually is targeted to reflect their performance and the average size of annual
grant made by companies in the above-mentioned comparator group for various levels of responsibility.

Danicl O'Neill's compensation package was set above the comparator target, to facilitate his reeruitiment
and return to Canada from the highly competitive United States consumer and packaged goods market.

The Molson Emplovee Share Qwnership Plan (MESOP) was redesigned and retaunched during the
last fiscal vear. The new plan is designed to tnerease the emplovees’ focus on improving shareholder value
and enhancing alignment with EVA*. Emplovees may purchase shares through pavroll deduction. and for
_everv three shares purchased (up to 4% of base pav). the Corporation provides a one share mateh.

BREWERY OPERATIONS (MOLSON CANADA)

The compensation of Molson Canada’s senior executives is determined relative to an external compara-
tor group of companics comprised of consumer and packaged goods organizations with sales revenues of
$500 million or more. Using this comparator group of companies allows Molson Canada to establish and
measure its compensation philosophy and plan against a broad base of organizations with similar revenue size.

This compensation is made up of a fixed element and a variable clement. The fixed clement of
compensation, i.c. base salary, is positioned to reflect competitive practice. The variable clement includes
a short-term incentive plan (one vear) in addition to a long-term plan based on stock options, the value of
which is directlv related to appreciation in share price.

The kev compensation components of cash compensation are base salary and short-term incentive. The
short term incentive is designed to provide, if target results are achieved. a level of cash compensation that
is competitive with the comparator group and is designed 1o maximize the return to both Molson and plan
participants. The former long term incentive plan was replaced during the current fiscal vear with the
Molson Inc. Stock Option Plan.

The redesigned MESOP was extended to all Molson Canada emplovees during the last fiscal vear.

Total direct cash is targeted between the median and the 75th percentile of the comparator group.
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Executive Compensation

Molson Canada base salaries are reviewed annually to ensure external competitiveness against comparable
positions, with actual base salaries positioned between the median and the 75th percentile. The annual
incentive plan design has three separate components to reward emplovees for overall business results.
regional business results and individual contributions, as measured against kev performance obijectives.
Short-term incentive targets represent 35% of base salanv. The minimum pavout can be zero and the
maximum pavout can be 70%.

The number of stock options granted to senior executives annually is targeted to reflect their perfor-
mance and the average size of annual grants made by companies in the comparator group at various levels
of responsibility.

Similar to Molson Inc., the short term plan has been totally redesigned and relaunched for fiseal 200
to support the new business metrics svstem (Economic Value Added - "ENAT) by incenting and rewarding
participants for improving EVA™.

COMPENSATION OF THE CHIEF EXECUTIVE OFFICER

The President and Chief Executive Officer’s base salary remained unchanged in fiscal 2000 at $600.000.
This salary falls between the median and the 75th percentile of the selected comparator group of
Canadian public companies with revenues ranging from SI to $5 billion (compensation data is size
adjusted to Molson Inc. revenue size). When this salary is taken together with the President and Chief
Executive Officer's bonus for fiscal 2000 of $450.000, the total actual direct cash amount of $1.050,000
represents approximately the 75th percentile of the comparator group total actual direct cash.

The President and Chief Executive Officer was eligible in fiscal 2000 to receive a bonus having a max-
imum pavout of 100% of salary. On the recommendation of the HRCGC. the Board of Directors approved
a bonus for the President and Chief Executive Officer of 5450.000. The amount of the bonus was based
upon the achievement of annuai business financial targets and individual objectives set in conjunction
with the HRCGC and endorsed by the Board of Directors at the start of the fiscal vear.

Presented by the Human Resources and Corporate Governance Committee of the Board.

M.W. Barrett, Chairman
D.W. Colson

D.G. Drapkin

E.H. Molson

R.1. Molson

PERFORMANCE GRAPHS

The following graph compares the annual change over the Corporation’s last five fiscal vears in the
cumulative total return of S100 invested in the Corporation’s Class "A™ non-voting shares. Class “B” common
shares and The Toronto Stock Exchange 300 Composite Index.

Cumulativé Return of $100 Invested in Moison Inc. Class “A” and Class “B” Shares

Mar. '95 Mar. "85 Marn 'O7 Mar. 38 Mar. 99 Mar. '00
Molson Class “A" 100.00 12463 121.51 13226 19.72 134.19
Melson Class "8 100.00 124.16 124 133.33 122.46 135.28
TSE 300 Total Return Index 100.00 117.68 141.53 18385 492 1 239.94

Comparison of Five-Year Gumuiative Total Return
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SUMMARY COMPENSATION TABLE

The following table sets out for the Corporation’s last three fiscal vears, tatal compensation of the Chicf
Executive Officer, and the Corporation’s four other executive officers who had the highest total annual
compensation (based on total annual salary and bonus) during the fiscal vear ending March 31, 2000 and
who were serving as executive officers at the end of the fiscal vear {collectivelv referred to as “Named
Executive Officers”™) and Patrick G. Crowley who would have been a Named Executive Officer had he
been serving at the end of fiscal 2000.

Annual Compensation Long Term Compensation
Securities
QOther Under
Annual  Options/ All Other
Compen- SARs () Restricted (TP Compen-
Kame and Fiscal Salary Bonus (" sation  Granted  Shares(¥  Payouls sation
Principal Position Year (8) (%) (8) () () (&) (9)
E.dames Arnett
President and Chief 2000 600.000 450,000 1083314 84,000
Executive Officer. 1999 600,000 300,000 70.000
Malson inc. 1998 536,823 300,000 150,000
Daniel J. 0*Neill
Executive Vice President 2000 750000  1,125.000 62.651® 2500 2,000.000 ®
and Chief Operating Officer, 1999 23,0777 0 1,000,000
North American Brewing 1998
Operations, Molson Inc.
Patrick G. Crowley
Executive Vice President 2000 28887119 143479 9,888 4
and Ghief Financial Officer. - 1999 103,308 (%
Molson inc. 1998
Patrick L. Kelley
Senior Vice President, 2000 300,000 45.000 92660V 9,000
international Brewing Strategy, 1998 300,000 0 9958V 12,000
Molson Inc. 1998 300,000 80,000 881107 15,000
Raynald H. Doin
President, 2000 204647 121,973 977042 50.000 21286 (4
Quebec Region, 1999 216.692 118,682 602349 16,608 ()
Molson Canada 19898 212,625 51177 511009 13183 (4
Pierre Boivin o
Executive Vice President, 000 21435879 120000 75,000 133

Molson Inc. and President, 1999
Club de Hockey Canadien, Inc. 1998
and Molson Center Inc.

(1) Short term incentives earned for 3 fiscal year are paid in May of the following year,

(2) 100% of options granted 1o each individual have corresponging SARs.

(3) Represents company payments made to the Molson Empioyee Share Ownership Plan (MESOP) for the period of January 1 to March 31 2000.

(4) Represents imputed interest for share purchase loan. The value of perquisites and other benefits for the Named Executive Office is not greater than the lesser of $50.000
and 10% of lotal annual salary and bonus.

(5) Appointed to position March 20, 1999; and accordingly represents compensation for the eight day period from March 22, 1999, to March 31, 1998,

(6) This amount includes imputed interest for share purchase foan (S10,774) together with perquisites and other benefits. Of these perquisites and other benefiis. the foflawing
items represent more than 25% of the total: retirement planning (814,704). perquisite car ($17.610) and executive long term disability premum (§14,440).

(7) These oplions were granted in fiscal 1999 when D. J. O'Neili was not a Named Executive Officer,

(8} Signing bonus pursuant (o employment agreement. The after tar value of hall of this bonus was tavested in Molson Inc. Ciass A" Non-Voting Shares.

(9} Resigned effective February 7. 2000, and accordingly represents compensation for the ten month period from Aprit 1, 1998, to february 7. 2000.

(10) Hired en December 14. 1998. and. accordingly. represents compensation for the 3.5 month period from December 14, 1996, to March 31, 1999.

(1) Represents imputed benefit from 2 housing loan. The value of perquisites and other benefits for the Named Executive Office is not greater than the lesser of S50.000 and
0% of total annual salary and bonus.

(12) Represents income tax gross-up on benefits allowance and imputed interest for share purchase loan. The value of perquisites and other benefits for the Named Executive
Office is not greater than the lesser of $50.000 and 10% of total annual salary and bonus.

(13) Represents income tax gross-up on benefits aliowance.

(14) Amount contrituted to the Named Exscutive Officer's defined contribution pension plan for the fiscal year.

(15) Appointed to position on September 3. 1999, and, accordingly, represents compensation for the seven-month period from September 3. 1999, to March 31, 2000.
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Lxecutive Compensation

STOCK OPTIONS AND SHARE APPRECIATION RIGHTS (“SARS")

The Corporation establishied a stock option plan in 1958 ithe “Plan”) which provides for the issuance of
options to purchase Class "A” non-voting shares of the Corporation and share appreciation rights (“SARs™)
with respect to each option, and which expires December 31, 2004, unless extended by the Board of
Directors. A SAR is awarded with each option and entities an optionee. in licu of exercising an option, to
surrender an unexercised option and to receive for cach such option Class "A”™ non-voting shares having
an aggregate market value equal to the excess of the market value of a Class "A™ non-veting share on the
date of exercise (based on a five day weighted average) of the SAR over the exercise price of the option.
The number of authorized and unissued shares that may be issued under the Plan may not at any time
exceed 5.533.000 shares. As at March 31, 2000, there were 2,749,188 options outstanding. The following
table sets out grants made to the Named Executive Officers in fiscal 2000.

Option/SAR Grants During Fiscal 2000

Market Value

Percentage of of Shares

- Securities Total Options/ Undertying

Under Options/ SARs Granted Exercise o Options/SARs

SARs Granted to Employees Base Price at Date of Grant
Name {# of Shares)(V (%) (8/Share) (8/Share) Expiration Date
[. James Arneit 84,000 13.76 22.68 22.68 12 May 2009
Patrick L. Kelley 8,000 1.47 25.03 25.03 7 Sept. 2009
Raynald H. Doin 50,000 819 22.55 22,55 11 May 2009
Pierre Boivin 75,000 12.29 25.04 25.04 31 Aug. 2009

(1) Options to purchase Class “A° non-voling shares, 25% of which ves! and become exercisable each year commencing one year after the date of grant.
The following table scts out for the Named Executive Officers, information concerning the exercise of
stock options and SARs during the fiscal vear and the number and value of unexercised options and SARs

held by each of the Named Executive Officers as at March 31, 2000.

Aggregated Option/SAR Exercises During Fiscal 2000 and Option/SAR Values as at March 31, 2000

Unexercised Options/SARs Value of Unexercised
. at 31 Mareh 2000 In-the-Money Options/SARs
(%) ($)
Shares Acquired Aggregate
on Exercise  Value Realized
Name ) #) (8) Exercisable  Unexercisable Exercisable Unexercisable
£, James Arnett Nit Wil 95,500 213,500 8.640 57.840
Daniel J. 0'Neill Nil Hil Nil 1.000.000 Nil 2.110,000
Patrick G. Crowley (& 1.335 32,297 Nif Nit Nit Nil
Patrick L. Kellsy NIl Nil 10,500 28,500 3.225 3.225
Reynald H. Dain Ki il il 50,000 | Nil 37.500
Pierre Boivin Hil Nil Hil 75,000 ! Nit hit

(1) Ciosing Market Price $23.30 as at March 31. 2000 (last traging day).
(2) P. 6. Crowley's unexercised options were cancelied upon termmation of his employment.
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RETIREMENT BENEEITS

Retirement benefits for senior executives are provided by a combination of a registered pension plan
and an unregistered supplementary retirement income agreement. Unless noted otherwise. the registered
pension plan is a defined benefit plan.

E. James Arnett has a retirement income arrangement that will pay him an annual income of 40% of his
best consecutive three year average base salary and short-term incentive at age 65. Based on his 1999/2000
compensation, his retirement income will be approximately $367,000. Retirement benefits are normallv
paid for the lifetime of the Named Executive Officer and for a minimum of five vears. If E.J. Amett has a
spouse at retirement and he dies before that spouse, 55% of his retirement income continues to be paid to
the spouse for the remainder of her lifetime, but in any event for a minimun of five years.

Patrick L. Kellev's and Daniel ]. O'Neill's retirement benefits will normally start at age 65 but benefits
can commence as early as age 55. At normal retirement age, total benefits can be estimated from the
following table. These amounts are not integrated with government benefit plans.

Patrick L. Kelley and Daniel J. 0'Neill

Final Average Years of Pensionable Service
Remuneration

(¢ § 10 15 0 2 30 35
300,000 37.500 75,000 112500 150.000 165,000 180,000 195,000
400,000 50,000 100,000 150,000 200,000 220,000 240,000 260.000
500,000 62.500 125,000 167,500 250,000 275,000 300,000 325.000
600,000 75.000 150,000 225,000 300,000 330,000 360.000 390,000
700,000 87.500 175,000 262,500 350.000 385,000 420,000 455.000
800,000 100,000 200,000 300.000 400.000 443,300 480,000 520,000
900,000 112,500 225,000 337,500 450,000 495,000 540.000 585.000
1,000,000 125,000 250,000 375,000 500.000 550,000 600,000 650.000
1,100.000 137,500 275,000 412,500 550.000 605,000 660.000 715.000
1,200,000 150,000 300,000 450,000 600,000 660,000 720.000 780,000
1,300,000 162,500 325,000 487,500 650,000 715,000 780,000 845,000
1,400,000 175000 350,000 525,000 700,000 770,000 840,000 910.000
1,500,000 187,500 375,000 562.500 750,000 825,000 900,000 975.000

Final Average Remuneration for the Named Executive Officer is the greater of the average of the exccutive's
three consecutive calendar years of highest earnings or the final 36 months of earnings. The approximate
number of pensionable years of service to March 31, 2000, for P. G. Kelley is four years and for D.}. O'Neill
is one year.

Retirement benefits are normally paid for the lifetime of the Named Executive Officer and for a
minimum of five years. If the Named Executive Officer has a spouse at retirement and he dies before that
spouse, 55% of his retirement income continues to be paid to the spouse for the remainder of her lifctime,
but in any event for a minimum of five years.

Patrick G. Crowley terminated his employment on Februarv 7, 2000. He was not “vested” in his
pension entitlements on his termination date and thercfore will not receive retirement benefits from the
pension plan or from his supplementary retirement income agreement.

Raynald H. Doin and Pierre Boivin will receive retirement benefits from a combination of registered
pension plans and supplementary retirement income agreements. Both arrangements are defined contri-
bution in nature. Each year, 6.2% of the Named Executive Officer’s pensionable earnings, comprised of
salary and short-term bonus, will be contributed on his behalf. The amount of pension they will receive
will depend on investment returns, age at retirement and annuity purchase rates should they choose to
annuitize the defined contribution account. This amount has been reported in the Summary
Compensation Table under “All Other Compensation.”
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INDEBTEDNESS OF EXECUTIVE OFFICERS

The required details with regard to Share Purchase Loans given to Executive Officers are shown in the
following table. The aggregate indebtedness of all Executive Officers and emplovees and Formes
Executive Officers and emplovees of Molson Inc. and its Subsidiaries (including the Named Executive
Officers) to Molson Inc. in respect of Share Purchase Loans at Mav 4, 2000, was $1.012.868.

Table of indebtedness of Executive Officers

Financially
Amount Assisted
Qutstanding as Share Purchase
Invalvement at 4 May 200017 During 1999 @ Security for
Name and Position of Molson (8 (# Indebtedness
E. J. Arnett,
President and Chief Executive Bfficer Lender 513,966 20,000 (3)
D. J. 0'Neill,
Executive Vice President and Chief
Operating Officer, korth American Brewing  Lender 498,902 20.649 )]

(1) Al foans were made in 1999, Thay are ten-year loans. The interest, payable quarterly, is equivalent to the divdend on the shares purchased with the loan. No principal
repayment is required before the sizth apniversary of the ioan, at which time it is to be repaid m five annual equal instalimenis. If the offier feaves the Corporation. (he
{oan must be repaid in full no later than 60 days following termination of the employment.

(2) in respect of Ciass 4" non-voting Shares.

(3) Security for the indebtedness is provided for by the deposit of the certificales representing the relevant Shares with CIBC Melion trust Company as a trustee.

TERMINATION OF EMPLOYMENT AND EMPLOYMENT CONTRACTS

The Corporation is obligated to continue E. James Arnett’s salary, incentive bonus (at 50% of salary),
benefits and pension accrual for a peried of time equal to three vears.

In the event of involuntary termination by the Corporation, other than for just cause, the Corporation
is obligated to pay to Daniel O'Neill 24 months of salary. Pension accrual, benefits and perquisites will
continue until the earlier of the end of the notice period, re-emplovment or self-ecmplovment. In the event
of involuntary termination within 24 months of a change of control. the notice period will be extended by
twelve months.

In the event of involuntary termination by the Corporation, other than for just cause. the Corporation
is obligated to pay to Pierre Boivin 18 months of salary, benefits and perquisite continuance. In the event
of involuntary termination during the initial twelve months of emplovment. or as a result of change of
control, an additional six months of compensation will be provided.

In the event of involuntary termination by the Corporation, other than for just cause. the Corporation
is obligated to pav to Patrick L. Kelley three times his existing annual salary and to continue his existing
benefits for three vears but not bevond his 65th birthday. Should he elect to continue to receive his salary.
he will continue to receive credited service for retirement income purposes for three vears.

An emplovment agreement for Ravnald. H. Doin provides that in the event of termination of emplovment
for any reason other than cause, voluntary earlv retirement, normal retirement or death, he will receive a
minimum of 18 months’ notice or pav in lieu of notice.
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Directors” and Officers’ Liability Insurance

The Corporation maintains a combined Directors’ and Officers’ Liability and Corporation Reimbursement
Insurance Policy with a limit of liability of $75,000,000 (U.S.) per policy vear to cover the directors and
officers individually and collectively as a group, and to cover the Corporation for its liability to indemmnifv
the directors and officers pursuant to the Corporation’s By-Laws. The entire premium cost in the aggregate
amount of $180,000 (Canadian) for the 2000 fiscal year was borne by the Corporation. The premium for
this policy was not allocated between directors and officers as separate groups. In respect of the
Corporation reimbursement coverage, the Corporation bears the first $500,000 (U.S.) of any loss.

Availability of Documents

Copies of the Corporation’s latest annual information form, together with any document incorporated
therein by reference, audited financial statements, management's discussion and analysis and management
proxy circular may be obtained on request from the Secretary of the Corporation. The Corporation mav
require the payment of a reasonable charge when the request is made by someone other than a shareholder
unless the Corporation is in the course of a distribution of its securities pursuant to a short form prospectus,
in which case such documents will be provided free of charge.

Directors” Approval

The Directors have approved the contents and sending of this circular to shareholders.

Marie Giguere

Senior Vice President,
Chief Legal Officer and Secretary

May 4, 2000
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Molson Inc.

1555 Notre-Dame Street East, Montréal, Québec Hz2L 2R3
Tel: (514) 521-1786 Fax: (514) 598-696g

www.molson.com
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Annual Information Form

General Statement

This document 1s intended to provide relevant background material essential to & proper understanding
of the nature of the Corporation, its operations and its prospects for the future. The general development
of the Corporation’s business over the last five vears is deseribed below.

Corporate History

Molson Inc. tformerly The Molson Companies Limited traces its brewing heritage to the founding of the
Molson breweryv in Montreal in 1786, While the Corporation’s business has expanded and diversified over
its long history, the Corporation has recently refocused its activities on the brewing and marketing of mall
based beverages. Effective May 21, 1999, the name of Molson Breweries was changed to Molson Canada
and. at the annual shareholders meeting on June 29. 1999, shareholders approved a change of the name
of the Corporation from The Molson Companies Limited to Molson Inc. These changes reflect the
Corporation’s focus on a single core business.

The Corporation’s core business is now Brewing, through its dircct and indirect 100% ownership inter-
est in Molson Canada (the Partnership), its 49.9% owncrship interest in Coors Canada and its 24.95%
ownership interest in Molson USA, LLC (Molson USAL It also has a related Sports and Entertainment
business through its ownership of Club de Hockey Canadien. Inc. (CHC) and the Molson Centre in
Montreal. Each of these businesses is more fullv deseribed below under "General Development of the
Business™ and “Narrative Description of the Business.”

In this Annual Information Form, the term "Corporation” refers 1o Molson Inc. together with Molson
Canada, and their respective subsidiaries, unless the context othenwise requires.

General Development of the Business
Briwing

MOLSON CANADA

Molson Canada’s Brewing operations in North America are carried on through an Ontario general
partnership which is 100% owned by the Corporation and a whollv-owned subsidiarv. The Partnership
was established in 1989 by the Corporation and Foster’s Brewing Group Limited (FBG) of Australia.
It produces. markets, distributes and sells beer and other malt-based heverages.

The Partnership was formed to merge and rationalize the North American brewing operations of the
Corporation, and of FBG's whollv-owned subsidiary, Carling O'Kecefe Breweries of Canada Limited, in
order to create a more efficient brewing operation m Canada. As part of this rationalization, nine of the
original sixteen breweries have been closed since 1989, including the closure of its Winnipeg brewerv in
August 1997, climinating expensive excess capacity. In Qctober 1999, Molson announced the closure of
the Barric, Ontario brewers, effective September 2000,

In April 1993, the Corporation and FBG cutered into a North American brewing alliance with Miller
Brewing Company (Miller). As part of the arrangement, Miller Brewing of Canada Ltd., a whollv-owned
subsidiary of Miller, acquired a 10% interest i the Pariiership from cach of the Corporation and FBG,
and Miller also acquired the Partnership’s US. distribution business and the right o market and distribute
in the United States, the Partnership's brands and the Foster's brand, for whiclh the Partnership has the
North American license.

In fiscal 1996, Molson Canada reorganized its structure to focus resources on improved consumer and
market responsiveness and volume growth. The establishment of three regional business units for Ontario
and Atlantic, Quebec and the West was the key foundation of this organizational structure. Although certain
strategic marketing and operational activities were centralized during fiscal 2000, the regional business
teams continue to have responsibility for execution of the national strategy.

On December 1, 1997, the Corporation and FBG purchased Miller's 20% partnership interest in Molson
Canada, increasing cach partner’s sharc of Molson Canada to 50%. As part of that transaction, the long-term
licensing arrangements between Miller and Molson Canada for Miller brands in Canada were reconfirmed.
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In fiscal 1998. Molson Canada announced a special buvout program for 145 emplovees at the Montreal
brewery on seasonal lavoff who would not be recalled to work. Other cost reduction initiatives were taken
which further reduced the number of employees by 107.

On June 23, 1998, the Corporation. through whollv-owned subsidiaries, acquired FBG's 50% interest
in the Partnership. Following this transaction. the Corporation and a wholhv-owned subsidiary collectively
hold 100% of the partnership interests in Molson Canada.

In fiscal 1999, Molson announced arrangements to improve productivity and customer service in the
province of Quebec. The agreement covers employees at the Montreal brewery and in the distribution
function throughout the province, and has affected approximatelv 400 emplovecs resulting in a reduction
of emplovees and status changes from permanent to transitional.

In fiscal 2000. two significant cost reduction initiatives were announced. In September 1999, following
a comprehensive assessment of its financial and administrative processes and benchmarking itself against
85 other companies, Molson announced initiatives to increase productivity through a combination of cost
reduction and administrative process improvements. In addition, an organizational redesign which included
measures to centralize the development of marketing and operations strategy while maintaming decen-
tralized execution was implemented. The organizational redesign, cost reduction and administrative
improvement initiatives referred to above included an 18 percent reduction in salaried emplovees.

On October 7, 1999, following a review of capacity utilization and overall facility efficiencices. Molson
announced the consolidation of its Ontario brewing operations and the decision to close the Barrie brewery,
effective September 2000. Molson also announced the planned investment of 100 million in the Toronto
brewery over the next five vears to bring it to a world-class standard.

Once fullv inplemented, the above organizational redesign, process improvement and cost reduction
initiatives announced in fiscal 2000, including the closurc of the Barrie brewery in September 2000, are
expected to result in 560 million of annual pretax savings.

On May 24, 2000, Molson Canada announced the consolidation of the regional business units from
three to two; Ontario West and Quebec Atlantic.

COORS CANADA

In December 1997, Coors Brewing Company, the Corporation and FBG formed an'Ontario general part-
nership known as Coors Canada. On June 23, 1998, the Corporation, through a whollv-owned subsidiary,
acquired FBG's 24.95% interest in Coors Canada. As a result. Coors Canada s now owned 30.1% by Coors
Canada Inc., a wholh-owned subsidiarv of Adolph Coors Company {a brewing company based in Golden,
Colorado), and 49.9% by the Corporation and a whollv-owned subsidiarv. Coors Canada s responsible for the
management of the Coors brands in Canada. Pursuant to arrangements between Molson Canada and Coors
Canada, Molson Canada is authorized to brew, distribute and scll Coors brands in Canada. Decisions arc
made by partner consensus and the partnership is structused to be a long-tenm relationship. The Corporation
and Coors Canada Inc. each has the option to terminate the partnership without cause with two vears” notice.

MOLSON USA

Molson USA markets and distributes Molson and Foster's brands in the United States. At the sume time
as their purchase of Miller’s partnership interest in Molson Canada on December 1. 1997, the Corporation
and FBG through direet or indirect subsidiaries cach acquired a 24.93% interest in Molson USA from
Miller which holds the remaining 50.1% interest. Miller acts us manager of Molson USA and provides the
administrative and marketing services required by this organization. Prior to December 1, 1997, the ULS,
distribution business was whollv-owned by Miller,

As part of the formation of Molson USA. the long-term beer supply and licensing arrangements
between Molson Canada and Miller were reconfirmed and. to a large extent, sublicensed by Miller to
Molson USA. Pursuant to these arrangements. Molson continues to brew and sell Molson and Foster’s
brands to Molson USA for distribution and sale in the United States. Under these arrangements, Miller
has retained the right, in certain circumstances and subject to certain minimum purchase requirements
from Molson. to brew and/or package the Malson and/or Foster's brands in the United States.

INTERNATIONAL

Outside of North America, Molson Inc. is pursuing opportunities to expand the Molson owned trademarks
into new markets and to improve the market position of the Molson brands in those countries where
Molson brands are currently available and positioning Molson as a plaver in the consolidating international
beer market. :

i
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SPORTS AND ENTERTAINMENT

The Sports and Entertainment business of the Corporation consists of le Club de Hockev Canadien. a
professional hockey franchise in the National Hockey Leaguce, related merchandising activities and the
operations of the Molson Centre. The Molson Centre is a state-of-the-art sports and entertainment venue
in downtown Montreal which opened in Mareh 1996, (See "Management's Discussion and Analvsis ~
Molson Centre”).

Discoxtinurp OPERATIONS

CHEMICAL SPECIALTIES
The Corporation was previously involved in a worldwide chemical specialties business. through a whalle
owned subsidiary operating under the name of Diversey Corporation (Diversey).

In April 1996 the Corporation sold to Unilever PLC and its affiliates (Unilevery mast of the worldwide
cleaning and sanitizing business of Diversey, with the exception of Diversey's LLS. institutional and com-
mercial laundry business and a number of surplus plants and redundant facilitics. for gross consideration
of 780 million plus 540.5 million of cash on hand. This sale did not include Piversevs metal finishing
treatment business carried on by Novamax Technologics (Novamax). or its water treatment business
carried on by Diversey Waler Technologics.

Diverseyv Water Technologies was sold to Nalco Chemical Company of Naperville, Hinois, for S112 mil-
lion in fune 1996. The Novamayx business was sold to Henkel KGaA of Germany for $255 million (plas
$20 million of cash on hand) in late 1996 and carly 1997,

Also in April 1996, the Corporation sold Diverseyv's ULS. institutional and faundry business to Ameri-
Clean Systems Inc., a company formed by certain members of senior management of the U.S. company,
in exchange for the assumption of habilities, preferred stock, and a minority conimon cquity position. In
addition. the Corporation provided an interest-bearing loan to fund the necessary restructuring of that
business, under whicli, at March 31, 1998, an amount of USSIH.1 million was owing to the Corporation,
The Corporation had also guaranteed a USS20 million warking capital line of credit which was sceured
by accounts receivable and inventories.

On Mav 12, 1998, the Corporation sold its interest in AmeriClean System Ine. to an affiliate of
Unilever. The loan guarantec was discharged. and the proceeds to the Corporation from the sale of its
equity investments in AmeriClean and the repavinent of debt, was approximately $37 million.

RETAILING

On April 30, 1998, the Corporation sold its 25% interest in The Home Depot Canada to a subsidiany of
The Home Depot, Inc. of Atlanta for cash consideration of $375.0 million. The after-tax cash procecds
from this sale were approximately $360 million. Subsequently, on June 30, 1995 the Corporation reached
the decision to discontinue its participation in the retail sector by adopting a formal plan to disposc of the
Beaver Lumber business. its sole remaining retail interest. The Home Depot Canada transaction and the
discontinuance of Beaver Lumber resulted in a net gain of $133.7 million.

On October 23, 1999, the Corporation completed a transaction to sell the business operations of
Beaver Lumber to Home Hardware Stores Limited ("Home Hardware™ of St Jacobs, Ontario for total
proceeds (subject to closing adjustmentst of S68 million. including o $35 million promissory note. 'the
promissory nole pavable by Tlome Hardware is secured by a fixed charge against certain properties and
bears interest at $% per annum, The principal and interest are repavable in installments commencing in
October 2002 with any remaining outstanding principal and acerued interest being pavable in full in
October 2004
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Narrative Description of the Business

The Corporation’s sales and other revenues for each of its business areas for fiscal vears 1999 and 2000
are reported in the Management's Discussion and Analysis.

BrEWING

GENERAL INFORMATION

The Canadian brewing industry, while a mature segment of the economy, has grown slightly in recent
vears and further growth is expected over the next few vears due to demographic factors. The mdustne s
characterized by aggressive competition for volume and market share from small regional brewers, micro
brewers and certain foreign brewers. as well as Molson's domestic competitor. This competition requires
significant annual investment in marketing and selling activitics, and in recent vears has led to increased
price competition and the development of a significant discount beer segment.

Total industry volume in Canada is sensitive to factors such as weather, changes in demographics and
consumer preferences. Consumption of beer in Canada is also seasonal with approximately 40% of industry
sales volume occurring during the four months from May to August. For the vear ended March 31, 2000,
estimated industry sales volume in Canada, including sales of imported beers, increased by 1.0 % to
approximately 20.7 million hectolitres. The domestic brewing industry is composed principally of two
major brewers having a combined markcet share of approximately 88% of beer sold in Canada. In com-
parison, the top four brewers in the United States represent approximately 93% of that market.

Imported beer volume in the Canadian market has almost doubled over the past five vears, achieving
a 5.5% share of the total industry volume during the vear ended March 31, 2000. During the same time
frame, domestically-produced volume has increased by approximately 1%.

Foreign brands licensed for brewing and sale in Canada have plaved a larger role domestically than
have direct imports. The three major U.S. brewers are among the foreign producers which have licensed
Canadian brewers, including Molson, to brew. market and distribute their brands in Canada.

The Ontario and Quebec markets account for approximately 64% of the total beer market in Canada.
The top ten brands in Canada accounted for approximately 53% of the Canadian market in fiscal 2000.

The Canadian industry as a whole has taken a number of initiatives to reducce its costs and improve its
ability to compete. In order to eliminate excess capacity, Molson Canada has closed nine breweries since 1989
and will close its Barrie breweny in September 2000. In Ontario, the distribution and retail system operated
by Brewers Retail Inc. is pursuing epportunities to modernize the retail business to enhance industry sales,
while seeking increased efficiency in the wholesale operation. In the Western region. the distribution
system is operated by Brewers Distributors Ltd. Molson, its main competitor and others utilize a common
bottle in Canada. resulting in significantly reduced distribution. warchousing and sorting costs.

TRADE ISSUES

The Canadian brewing industry is exempt from most of the provisions of the North American Free Trade
Agreement between Canada, the United States and Mexico. However, pressures for unrestricted access lo
the Canadian beer market continue within the framework of the General Agreement on Tariffs and Trade
{1994} under the auspices of the World Trade Organization.

In August 1993, the govermments of Canada and the United States signed a Memorandum of Under-
standing (MOU) which sct out the conditions for access by ULS. brewers to the Canadian market and
resulted in the termination of retaliatory duties that cach country had tmposed on the other's beer shipents
for over a vear. Fundamentals of the Canadian svstem, including the right of provincial governments to
establish the pricing framework in accordance with social policy requirements. were waltered by the
MOU. Some adjustments were made to the format of the Ountario svstem, including the establisliment
of different minimum prices for products of different alcohol levels, and a provision giving the Ontario
government the ability to index minimum prices on an annual basis to the Consumer Price Index.
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In an exchange of letters on April 29, 1994, the Canadian and U.S. governments agreed to add an Annex to
the NMOU to resolve certain outstanding issues with regard to beer imports to Canada. The Annex outlined
the terms for access to the Quebee market. including application for permits, distribution of product and
cost of service charges. This agreement gives LS. brewers equal access to the more than 12,000 points of
sale in that province. Although no specific reference to it is made in the Annes, the Quebee government
maintains a minimuam retail price structure similar to the Ontario model. I the exchiange of letters leading
up to the adoption of the Annex. the U.S. government did not accept Canada’s position that the mininum
price requirements are consistent with Canada’s obligations under international trade law and reserved its
right to challenge these requirements in future.

INTERPROVINCIAL TRADE AGREEMENT

The Canadian Prime Minister and the provincial Premicrs signed a comprehiensive agreement in fulyv 1994
to reduce the barriers to the interprovincial trade of goods and services. The agreement superseded an
earlier pact among the provinees that had alreads removed mast of the historic barriers to trade in beer,
The agreement is now effective in most provinees, and provides a dispute setilement process to resolve
trade disagreements between provinces. 1he effective implementation dates for Newfoundland and some
Maritime provinces have not been determined.

GOVERRMENT REGULATION

General
Beer production in Canada is primarily regulated by the federal government, while marketing, distribution
and pricing of beer is governed at the provincial level. Provincial policies and regulations have been
significant factors in the development of the infrastructure of the Canadian beer industry.

While the beer industry in many countries, including the United States, is subject to government
regulation, Canadian brewers have historically been subject to comparatively more regulation.

Distribution
Provincial governments imposc licensing requirements on the brewing and distribution of beer. These
requirements in Canada have cvolved to refleet the sacial policy objectives of the various provincial
governments. In most cases, this has brought about the cremtion of a restricted number of government-
regulated distribution outlets. In most provinces, the industn engages in some form of joint distribution.
The exceptions are Quebec and Newfoundland. where cach brewer carries out its own distribution. The
distribution systems in cach province generally provide the collection network for returnable bottles and
cans. The standard container for beer brewed in Canada is the returnable bottle, which represented approx-
imately 69% of domestic sales in Canada in fiscal 2000, with cany accounting for 19% and draught for 12%.
In Ontario, all brewers pav a service fee based on their sales volume sold through Brewers Retail Inc.,
-the principal retail distribution organization for beer in that provinee. Molson Canada, together with certain
other brewers, participates in the ownership of Brewers Retail Ine. in propartion to its market share, relative
to the other brewers. In Alberta, the government owned and operated liguor distribution svstem, which
distributed beer, was privatized in fiscal 1994, [n Quebec, beer is distributed directhe by cach brewer or
through independent agents. In Quebee and Newfoundland, retail sales for home consumption are made
through grocens and comvenience stores as well as government operated stores. Beer s also distributed
in Newfoundland through independent agents. In all ather provinees, co-operative systems of distribution
are used. with sales to the home consumer being made through independent Ticensed retail outlets or
government-operated stores.

PRICING

The beer industry in Canada has been subjeet to increasing price competition resulting in e development
of a significant discount price category. In Ontario and Quebec, this segment of the market has grown by
over 30% since 1995, to an estimated 20% of combined packaged sales.

The increasc in the discount segment has taken place within the existing regulatory framework. Legis-
lation in all provinces provides. directly or indirectly, that provincial authoritics may control the pricing of
beer. Same government authorities require retail prices to be uniform throughout the provinee, but the
method of determining prices differs among provinces. In a number of provinces, social-reference pricing
has been established, setting the minimum price at which beer can be sold.

In Canada, taxes on beer represent a significant portion of the retail sales price. The impact of taxes
varies from province to province, but. on average, commodity taxes represent 32% of the retail price of beer.
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Monson Canapa

Molson Canada markets a wide range of brands across Canada designed to appeal to a varicty of consumer
preferences. Molson's major national brands are Movrsox Caxanian, Morsox Export. Movsos
Dry and Rickarp’s Rep. Molson also has a number of significant regional brands, including Movsox
GoupEN, PILSNER, O'KEEFE, LAURENTIDE, CaRLING Brack Lasrr, Oup Viexya, Brack Horse
and the CarLinG family of discount price brands. Molson also distribules licensed brands such as CooRrs
LicHT, Corona, HEINEKEN and MILLER brands.

Molson has the highest market share in each of Newfoundland. Quebec, Ontario, Saskatchewan and
Alberta. In fiscal 2000, Molson had an estimated average market share of 45.1% of all beer sold in Canada,
including imported beer, compared with an average market share of 45.0% in fiscal 1999. The change in
Molson's market share was the result of the continued strong performance of Morsox Dry in Quebee
and Movsox Canapiax in Ontario and the West and the increased sales growth of Coors Licur.
Coroxa and HEINEKEN brands, offset in part bv declines in unsupported brands. Further details refat-
ing to our fiscal 2000 performance are provided in the section titled Sales Revenue, Volume and Market
Share on page 41 of the Annual Report.

The focus for Molson has been on arresting the decline in market share experienced over the last few
vears. In fiscal 2000, efforts to reverse the decline in market share have continued to show results and
Molson market share increased by an estimated 0.1 share points. Molson has focused marketing and
sales spending behind kev brands such as Movrsox Caxaptan, MoLsonx Dry, Movsox Fxronr,
Rickarp's REp, Coors Licut, Corona, HEiNEREN and the AMiLLeR brands as the major compo-
nents of this effort.

In addition, Molson launched several new brands or extended its available portfolio of brands to meet
the changing needs of consumers. For example, in Quebec the above premium priced Torxano Coul
Berry ~ Fruits Sauvages was introduced last summer. This flavour successfully built a fead share position
for the new TorxaDO brand name in the growing flavoured malt-based beverage segment. Torxano
market share finished the vear in excess of 1 full share point in Quebec.

In March 2000 MiLwaUKEE's BEST DRy, aline extension to MiLwauker’'s Best - Quebec’s leading
American stvle popular priced brand of beer, was introduced into the Quebee market, MILWAUKEE'S
BesT Dry is positioned to add a 5.9% alcoholiolume Drv beer to the popular priced segment.

In Ontario, additions to the TorRNADO brand portfolio were introduced during the vear, and in February
2000. CarLinG ExTrRA DRrY was launched.

Molson also produces and sells non-owned trademark brands of beer in Canada. accounting for appros-
imately 19% of Molson’s domestic sales volume. Molson has entered info numerous licensing agreements,
including the following with:

1) Coors Canada, to brew, distribute and sell Coors and Coors Licot and other specific Coors products
in Canada;

2) Miller. to brew and sell MicLer Hicn Lire, MinLer Lite, Minier Gezuise Dravr, MILLER
Genuing Drart Licnr, Mivwavkee's BEST and Minwavker's Best DRy in Canada;

3) Carlton and United Breweries Limited, to brew FosTER's Lacir in Canada for sale in Canada and
the United States, and to brew FosTeR's Srecial Brrrer i Canada for sale in the United States; and

4) Dave Nichol, to brew, distribute, market and sell the Dave Nicnor's Prrsoxan Serrcriox family
of beers.

Molson Canada owns the trademarks for all brands it both produces and sells, other than those produced
under license.

ARRAKGEMENTS WITH COORS CANADA

Molson Canada cxecuted new Jicensing and other arrangements with Coors cffective January 1, 1998,
These provide for Molson to continue to brew, distribute and scll Coors products in Canada under a new
manufacturing, distribution and sales agreement and a new license agreement entered into with Coors
Canada. Thesc agreements may be terminated, without cause, with two vears’ notice by cither party with
the option on the part of Molson to continue the manufacture, distribution and sale of Coors products for
an additional period of up to 12 months. Currently, the Coors LiGHT brand represents approximately
13% of Molson’s total Canadian sales volume.
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OTHER ARRANGEMENTS

In Mayv 1995, Molson Canada and Mooschead Breweries Limited formed The Mooschead Molson
Partnership. This partnership assumed responsibility in the Maritime provinees for the brewing and sale
of MoLsox Caxapiax and Morsox Caxaniax Licnt and the distribution of certain other brands.

Molson Canada has agreements with Heineken NV (Netherlands) whereby the Partnership has been
granted the right to import and sell HEINEREN LAGER. MURPHY's IRt SToUT and MURPHY'S TRISH
AMBER throughout Canada.

Molson Canada also has an agreement with Cenveceria Modelo, S.A. de C N to import and distribute
Coroxa in Ontario, Quebec and the Atlantic provinces.

In 1997, Molson Canada concluded an agreement with Brick Brewing Company (Bricky to sell the
LakeR brands acquired from Lakeport Brewing Corporation to Brick in exchange for a promisson note
and common shares of Brick. Molson Canada currently holds approximately 12% of the outstanding common
shares of Brick.

In July 1997, Brick and Molson Canada signed an exclusive marketing and selling agreement covering
the brands Brick acquired from The Northern Algonguin Brewing Company. Under the terms of the
agreement, Molson Canada provides sales services for the full line of the Algonqguin familv of brands.

In fiscal 1998, Molson Canada entered into an agreement with Asahi Breweries Lid. to brew Asamn
Surer DRy for the U.S. beer market.

SUPPLIERS .

Molson continues to follow a strategy of forging strategic alliances with kev supplicrs of the raw materials
required for production. who offer a competitive advantage in the arcas of quality. innovation and price.
This has resulted in a significant reduction in the number of supplicrs. Molson now single sources cans.
glass bottles, crowns, labels, malted barley and liguid adjunct.

MARKETING
Competition in the beer market in Canada involves a wide range of marketing and sales activitices.
Molson Canada strives to sustain its competitive advantage by attempting to clearly position and promote
its brands in the marketplace. New products are developed to respond to emerging consumer preferences
and are introduced after extensive market rescarch and testing.

Historicallv, brand promotion and advertising have been the principal vehicles of competition in the
Canadian beer industry. Accordingly, intensified competition in recent vears has Ted to a genieral rise in
marketing and sales costs, and cfforts are underway to enhance the effectiveness of this spending. Product

promotion has become highly interlinked with events and entertainment venues. including various major

sporting and entertainment event promotions and local sponsorships.

Molson Canada is committed to hockey in Canada and has agreements with all Canadian NHL
franchises, including agreements which give Molson Canada beer industry sponsorship rights.

In fiscal 1999, Molson opened a 2,500 hectolitre brewen to brew Maolson brands in the Air Canada
Centre, the new home of the Toronto Maple Leafs and the Toronto Raptors.

As part ol its involvement in Canadian hockey, Molson has rencwed its association with the Hockey
Hall of Fame by extending its sponsorship to 2010.

Molson Canada alse has sponsorship agreements with the two Canadian National Basketball Association
teams, the Toronto Raptors and the Vancouver Grizzlics.

Molstar Inc. a subsidiare of Molson Canada organizes and runs two major motorsports events in Canadan
the Molson Indv Toronto and the Molson Indy Vancouver. The two races, part of the Fedex Champi-
onship Auto Racing Team (CAR'T) Series. are broadeast in more than 180 conntries. The 1999 Toronto
Molson Indv Toronto had a record 3 day attendance of more than 168,000 racing fans. In Vancouver, additional
investments to the track were completed in 1999 to celebrate the Molson Indv Vancouver Thh anniversary.

Molson Export enjoved the benefits of its first vear of a multi vear title sponsorship with the revived
Montreal Alouettes franchise of the Canadian Football League plaving in Molson Stadinm. The rising
popularity of the team with vounger fans led to much greater than expected attendance, beer sales and
tclevision ratings performances, all of which have assisted the marketing of Molson Export in the provinee
of Quebee. This sponsorship in Montreal complements existing CFL partnerships which have been in
place with the Calgary Stampeders, Edmonton Eskimos and Saskatchewan Roughriders for muny years.
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House of Blues Concerts Canada (House of Blues), (formerly Universal Concerts Canada) is an equal
partnership between Molson Canada and HOB Concerts Canada Ltd.. and is devoted to the staging.
production and marketing of live entertainment across Canada. House of Blues has positioned itself as the
leading concert promoter in Canada. The Molson Amphitheatre continues to be regarded as one of Canada's
premier outdoor concert venues.

Molstar Sports and Entertainment, (Molstar) an operating division of Molson Canada is also imvolved
in the development and production of sports and entertainment programming for television, as well as the
production of video-cassettes such as "Don Chem's 11th Anniversan™. During fiscal 2000 Nlolstar
produced over 230 regular hockev season games.

EMPLOYEES
Molson had approximately 3,600 full-time emplovees on NMarch 31, 2000 and hires seasonal part-time
emplovees as required.

Workplace change initiatives are continuing at Molson. As a resuldt. joint union and management steering
committees established in most brewerics are focusing on customer service, quality, continuous improvenient,
emplovee training and a high degree of emplovee involvement in all arcas of brewerv operations. Results
to date have been encouraging. Packaging line performance and productivity have improved substantialiy,
both in the smaller facilities such as Edmonton and Regina, as well as in the larger breweries in Ontario
and Quebec. Gainsharing programs, designed to improve brewen: operations, arc in place in sote brewerics
and under preliminary discussion in others. In addition, safety performance continues to improve and
environmental initiatives are being undertaken by emplovee teams at cvery brewery.

Molson has continued to invest in rescarch and development activities and spent approxtmateh
$8.4 million on research and development activities in fiscal 2000.

The chart below summarizes the current major collective bargaining ugreements and their terms.

Location Contract Agreement Expiry

Newfound!and Six-year agreement (7 March 31, 2006

Quebec Four-year agreement Extended to December 31. 2003
Barrie One-year agreement %/ December 31, 2000

Toronto Six-year agreement December 31, 2005

Regina Six-year agreement March 31, 2003

Edmonton Four-year agreement (3/ March 31, 2004

Vancouver Five-year agreement Aprit 20, 2002

(1) New six-year agreement ratified v June 2000

(2) On Decemper 12. 1999 employees at the Barrie brewery voted 91% in favour of an agreement relating to the schedvled clasure of that brewery, ending a three week
occupation of the brewery.

{3) New lour-year agreement ratified in May 2000

PROPERTIES
The following table sets forth the locations and current annual brewing capacity at Marcli 31, 2000 of Molson
Canada’s seven major breweries (does not include the 2,500 hectolitre brewery at the Air Canada Centre).

Location Hectalitres /¥ (000's)
3. John's, Newfoundland 300
Montreal, Quebec 4,300
Toronto, Ontario 4,400
Barrie, Ontario (2) 2,500
Regina. Saskatchewan 600 .
Edmonton, Alberta 1.000
Vancouver. British Columbia 1,300
Total — seven breweries 14,400

(1) One hectolitre is equivalent to 22 imperial gallons
(2) The Barrie brewery will be tlosed in September 2000.

All these locations are owned and are free of any major encumbrances. Molson also leases certain of its
business offices.
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Coors CaNapa

The Corporation and a whollv-owned subsidiary colleetively own a 49.9% interest in the Coors Canada
partnership, which is responsible for the management of the Coors brands in Canada. Molson Canada
currently brews distributes and sells the Coors Licut brand in Canada. During fiscal 2000, both sales
volume of Coors LicnT and Coors Canada carnings were ahead of expectations,

MoLsox USA

Molson USA. which markets and distributes Molson and Foster's brands in the United States. is owned
50.1% by Miller and 24.95% cach by direct or indirect subsidiaries of the Corporation and FBG. Miller
acts as manager of Molson USA and provides the services required by this organization.

The Molson and Foster's brands marketed and distributed through Molson USA accounted for approxi-
matelv 9.4% of the U.S. import beer market i calendar 1999, Two of the top ten imported brands are brands
marketed by Molson USA. including MoLsox Ick which continues to be the number-one imported ice
beer in the United States.

Molson’s beer sales to the United States in fiscal 2000 decrcased by 3.8% from the previons vear to
2.2 million hectolitres. Although Movrsox fck. Molson's largest export brand. remains the number one
imported ice beer in the U.S. market. performance of the entire ice beer categore has declined and as a
result, Molson brands continued to lose ground to other import brands during fiscal 2000, In order to
reverse the relative decline in performance, Molson has been engaged in ongoing analvsis and discussions
with its partners in Molson USA to find wavs to enhance the performance of the Molson brands in the
United States market. Molson continues to monitor the performance of its brands in the U.S. market and
to evaluate its options regarding the U.S. business.

While Molson trademark products are available throughout the United States. including Alaska and
Hawail, the majority of sales are concentrated in the castern region of the United States.

INTERNATIONAL

Outside of North America, Molson is pursuing opportunities to build the Molson brand. Initiatives under
review focus on expanding the Nolson owned trademarks into new markets and 1o improve the market
position in those countrics where Molson brands are currently available and position Nolson as a plaver
in the consolidating International beer market.

SPORTS AND NTERTAINMENT

The Corporation’s Sports and Entertainment business comprises le Club de Hockev Canadien (CHCy,
which owns and operates the Montreal Canadiens hockey tewm in the NTIL, and Molson Centre Inc.,
which owns and opcrates a multi-purposc sports and entertainment venue in Montreal.

IFor a discussion on the Molson Centre see “Management’s Discussion and Analvsis = Molson Centre™.

The major portion of the Sports and Fantertainment revenue is gencrated in the provinee of Quebec
and merchandise marketed by it is generally purchased within that provinee. As the business is primarily
related to hockey, the majority of activities take place during the hockey scason which runs from
September through May of cach vear.

The NHL had previously approved the admission of four new clubs to the League. Nashville,
Tennessee entered the League in 19985, and Atlanta. Georgia commenced operations in 1999, Teams in
St. Paul, Minnesota and Columbus, Ohio will join the League in this calendar vear. Fxpansion procecds
of $4.5 million were received in fiscal 2000 and additional proceeds of USS6.1 million arc expected 1o be
received and recorded in fiscal 2001
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The current NHL Collective Bargaining Agreement between NHL member teams and the NHL Plavers’
Association expires at the conclusion of the 2003-2004 season. Nevertheless, substantial increases in plaver
salaries and current free agency eligibility continue to have a significant negative impact on profitability.
In addition, the fact that plaver salaries are paid in U.S. dollars has had a scrious financial impact
on Canadian clubs, given the relative weakness of the Canadian dollar. In fiscal 2000 management made
great strides in finally reducing the growth of plavers salarics. Through prudent contract management,
plaver salarv levels were reduced by 2% relative to fiscal 1999 levels. Management is committed to
ensuring that the rate of salary growth is contained while striving to significantly improve the team'’s
on-ice performance.

At Marcli 31, 2000, the Sports and Lintertainment business had approximately 190 full time emplovees
including professional hockey plavers under contract. Labour agreements are currently in place with all
unionized employvces.

LENVIRONMENT

Concern for the environment remains a high priority for the Corporation. To the extent that environmental
requirements can be predicted, the Corporation will continue to attempt to anticipate these requirements
and to address them in a proactive manner. The Corporation recognizes commitment to the environment
as being supportive of shareholder value in several wavs — including more cfficient use of resources.

The Corporation has a comprehensive environmental program which is guided by a committec of the
Board of Dircctors to oversce environmental, crisis management and health and safety policies. The
environmental program has a number of components including: organization, monitoring and verification,
regulatory compliance, reporting, education and training, and corrective action.

The Corporation is currently responsible for a number of sites which require environmental remediation
programs and these programs arc cither under way or arc planned. Most of these sites relate to propertics
previously associated with the Diversey business and the Corporation has established provisions for the
costs of these remediation programs. The Corporation belicves that the amounts anticipated to be
expended by the Corporation in connection with its on-going business activities, are not hikely to be material
to its operations or financial condition. Management is also unaware of any instance of non-compliance
with environmental laws and regulations which is not being responsibly addressed.

Environmental protection requirements have not had a significant effect on camings or the competitive
position of the Corporation’s businesses during fiscal 2000, and management does not currently foresee
any such effect in fiscal 2001.

Management's Discussion and Analvsis
of Results of Operations and Financial Condition

Reference is made to Management's Discussion and Analvsis on pages 37 through 30 of the 2000 Annual
Report. which section is incorporated herein by reference.

Market for the Securities of the Issuer

The Class “A” non-voting shares and the Class “B” common shares of the Corporation are listed and
posted for trading on the Toronto stock exchange under the svmbals Mol A and Mol B. The Corporation
has no issued and outstanding shares of anv other class.

X1
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Selected Consolidated Financial Information

ANNUAL Year Ended March 31
(S Millions excep! per share ampunis) 2000 1999 1998 1997 1996
Sales and other revenues /7 25171 0 2120 10718 9974 9339
1
Earnings from continuing operations before rationalization
and other costs and non-recurring items (7 7.0 499 449 488 435
|
Earnings (loss) from continuing operations (¥ (70.8) @ ( 28,04 391 3.4y (96.9) 7
farnings (loss) from discontinued operations 2/ 2.8 | 1419 720 363 (2793)
Net earnings (loss) (% 44.0) | 1599 mi 385 {305.5)
@
Total assets 3118 34396 2.284.3 21723 2.980.1
Total long-term dept (¥ 1,161.9 1 1.274.7 565.1 5008 8995
Less current portion 0.0 | 3.2 40 148 08
1619 | 17 561.1 4860 898.7
Earnings (loss) per share from 1‘
continuing operations — basic (119 047 0.67 (0.06) (0.45)
Farnings {loss) per share !
Basic ©74 | 288 189 057 617
Fully-diluted 0.74) | 282 185 0.57 (5.20)
i
Dividends per share 62 0.72 0.72 0.72 0.72

(1) Fiscal 2000 includes 100% of Malson Canada. fiscal 1999 includes praportionate constiidation of 50% of Molsen Canada ta June 23. 1938 and 100% thereafler. Fiscal
1998 includes proportional consoiidation of 40% of Molson Canada to November 30. 1997 and 50% thereafier. fiscal 1987 and 1996 include proportionale consohdation of
40% of Mofson fanada.

(2) Fiscal 1996 has been restaled (o reflect Diversey as a discontinued operation and fiscal years prior lo fiscal 1999 have been restaled to reflect the Corporation’s retailing
segmen! s a discontinued operation.

(3) ficsal 2000 includes provisions for rationalization and other costs in Molson Ganada for $224.0 mittion. & S27.5 millon provision for real estate losses offset in part by a
gain of $25.9 mithon relating to the CTV Sports Net transaction and NH{ operation proceeds of $4.5 million

(4) Fiscal 1399 includes & provision for rationalization and other costs in Molson Canada for $58.0 mithon. 2 commodity fax refund and related interest of $16.4 million, WKL
expansion proceeds of $4.4 million and a benelit of $4.2 million relating 1o the reversal of ¢ provision esiabisned fn fiscal 1996.

(5) Fiscal 1998 includes & provision for rationalization ang other £osts i Moison Canada for $9.0 mitiipn,

(8) Fiscal 1997 includes 3 provision for the cosi of the seltiement with Coors of $56.6 million ang & provision for rationalization and other costs in Molson Canadz of $22.7 milhon.

(7) Fiscal 1996 includes a provision for rationalization and other costs for Molson Canada of S24.4 million. @ provisien for real estate losses of $75.6 mitlon, offset by & gamn
of 826.0 million on the sale of an investment.

QUARTERLY Mar. 31 Dec. 31  Sept. 30 Jun. 30 Mar. 31 Dec. 31  Sept. 30 Jun. 30
(§ Millons except per share amaunts) 2000 1999 1999 1999 1999 1498 1998 1998
Sales and other revenues 5212 6234 £92.8 673.7 N 598.1 6439 356.4
Earnings (loss) from continuing

operations before provisions for

for rationalization and other

non-recurring items 143 169 212 186 | 88 8.1 191 158
Earnings (loss) from i

continuing operations 100 08y 38 184D (32 n4@ 289377 188
Earnings (loss) from

discontinued operations 264 0.4 0.2 0.8 (0.5) 1.0 09 140.5
Net earnings (foss) 381 (108.7) 40 228 (2.7 124 308 1594
Earnings (loss) per share from

continuing operations — basic 00 (1.84) 0.06 037 (0.54) 018 0.50 0.32
Earnings (loss) per share

Basic 0.64 (1.84) 0.07 0.38 (0.5%) 0. 0.52 270

Futly-diluted 0.62 (1.88) 0.07 037 (0.55) o 0.51 263

(1) The March 31, 2000 guarter includes a provision for real estale losses of S27.5 mihor, offset in parl by & gain of §25.9 millen for the transaction refating to CTV Sports Nel inc.

(2) The December 31. 1999 quarter includes & provision for rationafization and other costs in Molson Ganada for S186.0 million,

(3) The September 30. 1399 quarter includes g provision for rationalization and other costs in Malson Canada for $36.0 mifion.

(4) The June 3. 1939 quarter includes NHL expansion proceeds of §4.5 million.

{5) The March 31, 1989 quarier includes & provision for ralignalization and other costs in Molson Lanada for $58.0 million and g benefit of $0.9 million relating to the
reversal of & provision established in fiscal 1996,

(6) The December 31, 1998 quarter includes a benefil of $3.3 million relating to the reversal of a provision established in fiscal 1996.

(7} The Seotember 30, 1988 quarter includes $16.4 millon relating to & commodity tax refund and related interest.

(8) The June 30, 1998 quarter includes NHL expansion proceeds of $4.4 miflien.
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Divioexp Poricy

The Corporation has paid dividends everv vear since it became a public company in 1945, The Board of
Directors determines dividend levels on the basis of a number of factors, including current and projected
net earnings, investment spending requirements and the Corporation’s overal] financial position.

In each fiscal vear, the holders of the Class "A”™ non-voting shares arc entitled to reccive non-cumulative
dividends aggregating $0.067 per share before any dividends may be paid on the Class "B” common shares.
No further dividends can be paid to the holders of the Class "A™ non-voting shares until dividends aggregat-
ing $0.067 per share have been declared or paid on the Class "B” common shares, and thereafter the Class
“A" non-voting shares and the Class “B” common shares participate equally as to all dividends declared.

DirRECTORS

Directors and Officers

The names, municipalities of residence and principal occupations of the Corporation’s directors in fiscal
2000, and the period during which each director has served on the board of directors. are as follows:

Name and Municipality of Residence

Principal Occupation

Director Since

£. James Arnett President and Chief Executive Dfficer, 1996
Montreal, Quebec Molson inc.

Dr. L. Barber President Emeritus, 1978
Regina Beach, Saskatchewan University of Regina

MW, Barrett Group Chiel Executive 1992
Landon, England Barclays Pl

Luc Beauregard Chairman and Chief Executive 0fficer, 1997
Montreal, Quebec NATIONAL Public Relations Inc.

Jean Beliveau forporate Director 1978
Longueuil, Quebec

Or. F. Bellini Chief Executive Officer 1997
Mount Royal, Quebsc BioChem Pharma Inc.

D.W. Colson Deputy Chairman and Ghief Executive Officer, 1697
London, England Telegraph Group Limited

D.G. Drapkin Vice Chairman, 1998
Alpine, New Jersey MacAndrews & Forbes Holdings Inc.

£.H. Molson Chairman of the Board, 1974
Westmount, Quebec Malson Inc.

R.I. Molson Deputy Chairman of the Board 1995
London, England Malson Inc.

S.T. Molson Secretary and Member of the Board, 1988
Westmount, Quebec The Molson Foundation

D.J. O'Neill Executive Vice President and Chief Operating Officer, 1999
Toronto, Ontario North American Brewing

H.5. Riley President and Ghief Executive Officer, 1999

Winnipeg, Manitaba

Investors Group Inc.

The term of each director tuns from the time of his election or appointment 1o the nexi succeeding annual meeling of shareholders or until 4 successor is &ppoinied.

Effective February 7, 2000, Patrick G. Crowley resigned from the positions of Exccutive Vice President
and Chief Financial Officer and Director of Molson Inc.

On May 4, 2000, Eric Molson, Chairman of the Board of Directors, announced the appointment of
Daniel J. O'Neill as President and Chief Executive Officer of the Corporation, replacing Mr. 12, James
Arnett who will step down at the Annual General Mecting of Sharcholders on June 27, 2000 after three
years as President and Chiefl Executive Officer.

1
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Non-DirECcTOR SENTOR OFFICERS

The names and nunicipalities of residence of the non-director senior officers of the Corporation, and the
position and principal occupation of cach in the Corporation arc as follows:

Name and Municipality of Residence Principal Occupation

P. Boivin Executive Vice President of the Corporation and President,
Mount Royal. Quebec Glub de Hockey Ganadien, Inc and Molson Centre inc.
J.M. DeYoung Senior Vige President, Taxation

Toronto, Ontario

M. Giguere Senior Vice President, Chief Legal Officer

Montreal, Quebec and Secretary

J.M. Grossett Senior Vice President. Human Resources

Gormley, Ontarip

P.L. Keliey Senior Vice President,

Montreal, Quebec International Brewing Strategy

A.A. de Saldanha Vice President, Controller

Mississauga. Ontario

K.d. Lahti Vice President, Treasurer
Aurora, Ontario

J.P. Macdonald Vice President, Corporate Affairs
St. Hubert, Quebec

On April 28, 2000 the Corporation announced the appointment of Robert Coallier as Exccutive Vice
President and Chief Financial Officer, effective May 29, 2000.

During the past five vears, all the directors and senior officers have been engaged or emploved in the
above capacities or other capacities by the Corporation or the organizations indicated under “Principal
Occupation™ except: E.J. Amett, who, prior to May 1997 was a Partner at Stikeman, Elliott; MW Barrett
who, prior to 1999 was Chairman of Bank of Montreal and prior to February 1999 was Chairman and
Chief Executive Officer of Bank of Montreal; R.1L Molson who, prior to January 1998 was Managing Direc-
tor, Credit Suisse First Boston; D.J. O'Neill who, from January 1998 to March 1999 was Executive Vice
President of H.). Heinz Company, and from 1997 to 1998 was President of Campbell Soup Company. and
from June 1995 to 1996 was President of Campbell Sales Company; P. Boivin who, prior to September 1999
was President and Chief Executive Officer of Bauer Nike Hockey Inc.; P.L. Kellev who, prior to July 1996
was Partner, LT. Practice feader, Ernst and Young: M. Gigucre who. prior to August 1999 was Senior Vice
President, Corporate Affairs and General Seeretary, The Montreal Fxchange and prior to October 1997
was a partner of the law firm Martineau Walker: J.M. Grossett who. prior to Seplember 1999 was Senior
Vice President. Human Resources at Coca-Cola Beverages: and J.P. Macdonald who, prior to October
1999 was Director of Corporate Communications and Iivestor Relations at Quebecor Ine.
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As of May 4, 2000, the directors and senior officers of the Corporation, as a group, owned, directly or
indirectly, or exercised control or direction over approximately 60% of the outstanding 12.053,767 Class “B”
common shares of the Corporation. Included as part of these holdings were 2,400,000 Class "B” common
shares beneficially owned by Mr. E.H. Molson through his associate Lincolnshire Holdings Ltd.:
1,530,000 Class “B” common shares controlled by Mr. E.H. Molson through Pentland Sccurities (1981
Inc., an associate of Messrs. E.H. Molson and S$.T. Molson; 975,000 Class “B” common shares beneficiallv
owned by Mr. S.T. Molson through his associate Noova Investments Ltd., 1,203,600 Class “B” comumon
shares held by the Estate of the late T.H.P. Molson, a family estate trust of which Messrs. E.H. Molson
and S.T. Molson are trustees and 1,071,710 Class “B” common shares owned by Swiftsure Trust, an associate
of Mr. R.1. Molson.

During fiscal 2000, the Corporation had an Exccutive Committee whose members were Messrs.
E.J. Arnett, M. Barrett, E.H. Molson and R.1. Molson. The Corporation alse has an Audit and Finauce
Committee whose members during fiscal 2000 were Dr. L.1. Barber, Dr. F. Bellini and Messrs. Barrett,
Colson and R.1. Molson.

Incorporation

INCORPORATION aAND OQRGANIZATION

Molson Inc. was incorporated under the laws of Canada in 1930 and became a public company in 1943,
The Corporation was continued under the Canada Business Corporations Act in 1979 and was amalgamated
with a wholly-owned subsidiary in 1980.

In 1993 the share provisions relating to the Corporation’s Class “A” non-voting sharcs and Class “B”
common shares were amended to provide a “coattail” for the Class "A™ non-voting shares. In 1997, the
articles of the Corporation were amended to provide the board of dircctors with the flexibility to appoint
additional directors between shareholders’ meetings in a timely manner and without incurring the
expense of a sharcholders” meeting. In 1999, the articles of the Corporation were amended to change the
name from The Molson Companies Limited to Molson Inc.

The address of the registercd and executive offices of the Corporation 1s 1535 Notre Dame Street Bast,
Montreal, Quebec, H2L 2R5.

SUBSIDIARIES AND SICNIFICANT INVESTMENTS

The Corporation and its wholly owned subsidiary, Carling O'Kecfe Breweries of Canada Limited, collectively
have a 100% interest in Molson Canada and a 49.9% interest in Coors Canada both of which are Ontario

partnerships. In addition. the Corporation has a 24.95% interest in Molson USA. LLC which is incorpo-
rated in Delaware in the United States. The Corporation also has the following significant subsidiaries:

Ownership of

Significant Subsidiaries Jurisdiction of incorporation Voling Securities

Moison CGentre Inc. (anada 100%

Club de Hockey Canadien, Inc. Quebec 100%
XV
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Additional Information

Additional information. including dircctors” and officers” remuneration and indebtedness, principal holders
of the Corporation’s securitics and options to purchase securities. and interest of insiders in matenial
transactions where applicable, is contained in the Corporation’s Management Proxy Cirenlar for the vear
ended March 31, 1999, and for the vear ended Mareh 31, 2000 1 respeet of the annual meeting which
will be held on June 27, 2000. Additional information is provided in the Corporation’s 1999 Annual

“Report to shareholders and for the vear ended Mareh 31,2000 in the Corporation’s 2000 Annual Report
to shareholders.

The Corporation will provide to any person, upon request to the Sceretary of the Corporation, 1333
Notre Dame Street East. Montreal. Quebec. HIL 2R3 a copy of this Annual Information Form, together
with a copv of any document, or the pertinent pages of any document, incorporated by reference herein,
a copv of the comparative financial statements of the Corporation for its fiscal vear ended Mareh 31, 2000
together with the accompanving report of the auditors and a copy of any interim financial statements of
the Corporation subsequent to such financial statements and/or copy of the Management Proxy Cireular.
The Corporation mav require the pavment of a reasonuble charge before providing such documents to
a person who is not a sharcholder. If the sceurities of the Corporation are in the course of a distribution
pursuant to a short form prospectus or a preliminan short form prospectus has been filed in respect of a
distribution of the Corporation’s securitics, the Corporation will provide to anyv person (without charge),
upon request to the Sceretary of the Corporation, any of the documents referred to above and/or copy of
any other document not referred to above that is incorporated by reference into the preliminary short form
prospectus or the short form prospectus.
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Management’s Discussion & Analysis

The following comments are intended to provide a review and analysis of the Corporation’s results of operations and financial position
for the year ended March 31, 2000 in comparison with the year ended March 31, 1999, and should be read in conjunction with the
consolidated financial statements and accompanying notes. In this management’s discussion and analysis, the terms “we.” “our,” “us,”

“Corporation” and “Molson” refer to Molson Inc. (formerly The Molson Companies Limited) together with Molson Canada (formeriy
Molson Breweries) and their respective subsidiaries, unless the context otherwise indicates. Unless otherwise noted all amounts are
expressed in Canadian dollars.

OVERVIEW

Fiscal 2000 was a year of immense change for Molson. Following up on our commitment to “reinvent”
Molson, we achieved a number of clearly defined goals with the aim of transforming ourselves into a more
efficient and competitive operating company, while creating sustainable shareholder value in the process.
The foundation of our reinvention remains: aligning the interests of our emplovees with those of our
shareholders; operating strategically; reducing our cost base while improving productivity; and growing
our business globally.

Cash flow from operations, which we consider a key measure of the underlying performance of our
business, increased by 32% to $255.4 million, or $4.31 per share, compared to $3.28 per share last year.

In fiscal 1999 we acquired the remaining 50% interest in the Molson Canada partnership (Molson
Canada) and an additional 24.95% interest in the Coors Canada partnership (Coors Canada). As a result
of these acquisitions on June 23, 1998, the fiscal 1999 reported results are not directly comparable with
those of the current year, which includes 100% ownership of Molson Canada and a 49.9% interest in
Coors Canada for the full year.

To assist the reader, on page 38 we have provided a summary of our consolidated net earnings from
continuing operations on a pro forma recurring basis, and on page 41 we have included our Brewing results
on a pro forma basis reflecting what our comparative results would have been had we owned 100% of
Molson Canada and 49.9% of Coors Canada throughout the previous year.

FINARCIAL HIGHLIGHTS (S milions. except per share information) 20060 1999
Sales and other revenues 2,517.1 21201
Brewing excise and sales Laxes ' 621.3 536.0
1,895.8 15841
Earnings before interest, income taxes, amortization and the undernoted 328.0 2678
Provisions for rationalization (224.0) (58.0)
Gain on sale of investment 25.9 -
Provision for real estate losses (21.5) -
Earnings before interest, income taxes and amortization (/ 102.4 209.6
Amortization of property. plant and equipment . (65.6) (54.3)
Amortization of intangible assets (34.7) (28.5)
Operating profit 2.1 126.8
Net interest expense (71.8) (62.1)
Income tax recovery (expense) 4.9 (36.1)
Earnings (loss) from continuing operations (70.8) 28.0
Earnings from discontinued operations 26.8 1418
Net earnings (loss) (44.0) 169.9
Earnings (loss) per share
Continuing operations (1.19) 047
Discontinued operations 0.45 241
Net earnings (loss) per share ’ (0.74) 2.88
Cash flow from continuing operations 255.4 193.7
Gash flow per share from continuing operations 4.31 328
Dividends per share 0.72 0.72
Dutstanding shares @ (mitions) 59.2 59.0
(i} EBITDA

(i1} Weighted average number of outstanding Glass “A" non-voting shares and Glass “B” common shares
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(2) Fiscal years 1996 and 1997 reflec
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the sales and earnings of Wolson Canads.
fiscal 1998 reflects the propartionate
consohidation of 40% of Moison Canada to
November 30, 1957 ang 50% theresfler.
fiscal 1999 reflects the proportionate
consohdaten of 50% of Molson Canada to
June 23, 1938 and the consoidation of
100% therealler.
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Fiscal 2000 earnings before provisions for rationalization and real estate losses, gain on sale of investment,
amortization, interest and income taxes were $328.0 million, compared with the prior vear's $267.6 million.
Part of the increase reflects the fact that the prior period included our 50% interest in Molson Canada and
our 24.95% interest in Coors Canada only until June 23, 1998, at which time we increased our ownership
interests to 100% of Molson Canada and 49.9% of Coors Canada.

While the provisions for rationalization and real estate losses, offset in part by a gain on the transaction
relating to our investment in CTV Sports Net Inc. {CTV Sports Net), resulted in a loss from continuing
operations of $70.8 million. or $1.19 per share, compared with earnings of $28.0 million or SU.+47 per share
last year, our pro forma results on a recurring basis, as outlined below, show an increasc in net eamings of
52% to $77.0 million or S1.30 per share from $50.8 million or $0.86 per share in fiscal 1999

Net earnings Net earnings per share
for the year ended March 31 for the year ended March 31
(8 millions. except per share information) 2000 1993 2000 1993
Earnings (loss) from continuing
operations as reported (70.8) 280 $ (1.19) S 047
After-tax adjustments to arrive at
peo forma recurring net earnings:
Incremental Brewing operating profit ) - JRE . - 0.23
Incremental net interest expense (¥ - 2.0 - 0.22)
Provisions for rationalization 149.4 40.0 2.52 0.68
Gain on sale of investment (25.9) - (0.44) -
Provision for real estate losses 21.5 - 0.47 -
Commodity tax refund - (5.4) - 0.09
Interest income — commodity tax refund - (6.4 - (0.09)
Montreal Forum Iease settlement - (W) - 0.07
NHL expansion proceeds (3.2) (3.1 (0.06) (0.05)
Earnings from continuing operations -
pro forma, recurring 77.0 30.8 S 130 $ 086
Percentage change 52% 5%

i

(i} Pro forma adjustments assuming we had 100% ownership of Molson Canada and 49.9% ownership of Coors Canada since April 1. 1998

Brewing operating profit for the vear ended March 31. 2000 was 15.1% above last vear on a pro forma basis,
before provisions for rationalization and other items of a non-recurring nature. as noted in the Brewing
section of this report on page 41. This increase reflects higher Brewing revenues resulting from consumer
price increases as well as volume increases, a lower percentage of advertising spending and benefits arising
from restructuring initiatives. offset in part by price promotions in responsc to competitive market conditions.

The increased earnings from our Brewing business were, however, partially offset by a loss in the Sports
and Entertainment segment which reflects the combined impact of the Montreal Canadiens not qualifying
for the plavoffs in the 1998/1999 hockey scason as well as lower ticket sales. and attraction and concession
revenues at the Molson Centre. Further details relating to our Sports and Entertainment segment are
included on page 4+ of this report.

EBITDA for fiscal 2000 was reduced to $102.4 million by pre-tax rationalization costs of $22+.0 million
related 1o the following initiatives:

* Anorganizational redesign announced by Molson Canada in September 1999, which included measures
to centralize the development of marketing and operations strategy while maintaining decentralized
execution. In addition, initiatives to increase productivity through a combination of cost reduction and
administrative improvements were implemented. A charge of $36 million to cover severance and other
costs related to this reorganization was recorded in the second quarter.

* The consolidation of our Ontario brewery operations and the decision to close our Barrie brewery effee-
tive September 2000. A charge of 5188 million to cover the costs of this rationalization. including the
write-down of capital asscts, was recorded in the third quarter of the current fiscal year.
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The net after-tax impact of the current year’s rationalization costs was $149.4 million, or $2.52 per share.
Our previous vear's results were reduced by an after-tax cost of $40 million, or $0.68 per share, for severance
and other costs related to improvements in brewing and distribution svstem productivity and custorner service,
primarily in the province of Quebec.

The gain on sale of investment relates to a transaction concluded in February 2000 whereby, for proceeds
of $28 million, we sold 9.99% of our 20% interest in CTV Sports Net to Rogers Communications Inc.
{Rogers) and granted Rogers an irrevocable option to acquire our remaining interest of 10.01% for nominal
consideration, subject to CRTC approval. This transaction has been accounted for as a disposal of our
entire interest in CTV Sports Net. The decision to sell our interest in this venture is a continuation of our
strategy of divesting non-core assets in order to focus on our Brewing business.

The provision for real estate losses reflects an adjustment to the carrving value of certain non-core real
estate interests in Montreal to anticipated net realizable value, reflecting current market conditions.

Amortization of property, plant and equipment and intangible assets for fiscal 2000 was $100.3 million.
compared with last year’s $82.8 million.

+ The increase was due primarily to the higher amortization generated by our acquisition of additional
interests in Molson Canada during fiscal 1999.

Net interest expense for the year ended March 31, 2000 was $77.8 million, compared with $62.7 million
for the prior fiscal year.

+ The increase was due primarily to our incremental share of interest costs in Molson Canada and the inter-
est on added debt raised to acquire the remaining 50% interest in Molson Canada cffective June 23,
1998, offset in part by the impact of favourable interest rates following the refinancing of certain debt
through the issuance of debentures in May 1999. In addition, last vear’s interest expense was reduced
by interest income of $8.2 million received on a commodity tax refund.

Our cash flow from continuing operations before working capital adjustments for the vear ended March 31,
2000 was $255.4 million, compared with $193.7 million for the previous vear, an increase of $61.7 million
or 32%. Cash flow per share from continuing operations for fiscal 2000 was $4.31, compared with $3.28
for the prior year.

+ The increase was attributable to increased earnings generated by our Brewing business, including our
increased ownership interests in Molson Canada and Coors Canada.

Our effective tax rate for the year ended March 31, 2000 on earnings from continuing operatiors, excluding
provisions for rationalization and real estate losses and the gain on sale of investment, was 46.6%. compared
with a rate of 44.3% in fiscal 1999.

* The increase in our effective tax rate was attributable mainly to the non-deductibility for tax purposes
of a full vear of additional intangible asset amortization resulting from the acquisition of additional
ownership interests in Molson Canada. The above-noted non-recurring items recorded in the current
vear have had the effect of reducing this effective tax rate to a recovery of 6.5%.

+ In the absence of unusual circumstances, our cffective tax rate on eamings from continuing oberations
in fiscal 2001 is expected to be approximatelv 43%. The expected reduction for fiscal 2001 reflects the
implementation of the new incomie tax accounting rules (Canadian Institute of Chartered Accountants
handbook. section 3465) effective April 1. 2000. Further details relating to the effect of these new account-
ing rules are outlined in the section FUTURE IMPACT OF NEW ACCOUNTING PRONOUNCEMENTS
on page 50.
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Management'’s Discussion & Analysis

ReEViEw oF OPERATIONS

The following tables summarize the sales and other revenues, EBITDA and operating profit of our two
business segments - Brewing, and Sports and Entertainment — as well as the net costs of operating the public

company and other items not allocated to the business segments.

Sales and Other Revenues

(8 milions} 2000 1999
Brewing 2,374.9 19590
Excise and sales taxes 6213 536.0
1,753.6 1423.0

Sports and Entertainment 142.1 1573
Other 0.1 38
1,895.8 1.584.1

EBITDA Operating Profit (@

(8 millions) 2000 1999 2000 - 1999
Brewing (00 . 114.2 2135 23.0 1399
Sports and Entertainment (¥ 6.8 136 2.1 48
Other (18.6) (17.9) (18.8) (17.9)
102.4 209.6 2.1 126.8

(i) Brewing results for the year ended March 31, 1999 reflect the Corparation’s 50% proportionate share m Molson Lanada and 24.95% interest in Coors Canada until June 23,

1998 and the consolidation of 100% of Molson Canads and proporticnate consolidation of 49.8% of Coors Canada thereafter,

(ii) Operating profit (loss) is before interest and izsome laxes.

(iii) Fiscal 2000 includes provisions for rationatization of §224.0 million and fiscal 1999 includes provisions for rationalization of $38.0 miliion and $8.2 milien relating to a

commodity tax refund.

{iv} Fiscal years 2000 and 1999 include NHL expansion proceeds of $4.5 miflion and $4.4 million respectively. Fiscal 1999 also includes 2 benefit of $4.2 million relating to the

reversal of a provision established in fiscal 1996.

(¥) Includes the net costs of operating the Corporate office and maintaining 8 public company. Fiscal 2000 also includes a $27.5 million provision for real estate losses, ofTset

in part by a gain of $25.9 million for the transaction relating to CTV Sports Wet.

The results of each of our businesses are reviewed below:

BrREWING

Brewing consists of the owneréhip by Molson of 100% of the partnership interests in Molson Canada, 49.9%
of Coors Canada, which is proportionately consolidated, and 24.95% of Molson USA, LLC (Molson USA),

which is equity accounted.

The following table contains a summary of Brewing financial results for fiscal 2000 with a comparison

to-fiscal 1999.

(& miliions) 2000 1999 (i)
Sales and other revenues 2,374.9 1.969.0
Excise and sales taxes 621.3 536.0
1,753.6 14230
tarnings before interest, income taxes, amortization and the undernoted 338.2 2633
Amortization of property, plant and equipment (57.0) (45.6)
Amortization of intangible assels (34.2) (28.0)
Operating profit before the undernoted 247.0 189.7
Provisions for rationalization (224.0) (58.0)
Gommodity tax refund - 8.2
Operating profit 23.0 139.9

(i) Resulls for the year ended March 31, 1993 reflect the Gorporation's 50% proportionate share in Moison Canada and 24.95% partnership interest in Coors Canade until
June 23, 1998, and the consolidation of 100% of Molson Ganada and proportionate consolidation of 49.9% of Goors Canada thereafter,

(i) Before interest and income taxes
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SALES REVENUE, VOLUME AND MARKEY SHARE

The increase in sales and other revenues reflects higher revenues from consumer price increases and volume
increases, as well as the consolidation of 100% of Molson Canada’s revenues in fiscal 2000 compared with
the proportionate consolidation of 50% of Molson Canada’s revenues from April 1, 1998 to June 23, 1998
and the consolidation of 100% thereafter in fiscal 1999.

Brewing operating profit for the year was $247.0 million compared to $189.7 million last year, an increase
of 30.2% before the current year's provisions for rationalization of $224 million and the prior vear's provisions
for rationalization of $58 million as well as the commodity tax refund of $8.2 million recorded last year.

This higher operating profit as compared to the previous year reflects the favourable impact of benefits
arising from restructuring initiatives and a lower percentage of advertising spending, offset in part by the
unfavourable impact of price and in-case promotions in response to competitive market conditions. In
addition, results for fiscal 1999 included only our 50% interest in Molson Canada and 24.95% interest in
Coors Canada until we increased our ownership of these entities effective June 23, 1998.

The pro forma information below sets forth our Brewing performance assuming we had 100% ownership
of Molson Canada and 49.9% ownership of Coors Canada since April 1, 1998.

Pro Forma
BREWING ~ PRO FORMA FINANCIAL RESULTS (S milions) 2000 1999 Change
Sales and other revenues 2,374.8 22513 5.5%
Excise and sales taxes 621.3 6144 1.1%
1,753.6 1.636.9 1.1%
Earnings before interest, income taxes,
amortization and the undernoted 338.2 301.3 12.3%
Amortization of property, plant and equipment (57.0) (82.5) 8.6%
Amortization of intangible assets (34.2) (342 -
Operating profit before the undernoted 241.0 2146 15.1%
Provisions for rationafization (224.0) (58.0) nm
Commodity tax refund - 8.2 n/m
Operating profit 23.0 164.8 nm

o/m = not meaninglul

On this basis, Brewing operating profit, before provisions for rationalization and other items of a non-
recurring nature, was 15.1% above last year, surpassing our goal of achieving double digit EBIT growth.
This strong earnings performance was achieved in spite of highly competitive market conditions.

Industry Volume and Molson Market Share
The following table sets out industry volume and Molson volume in Canada, as well as Molson volume
shipped to the United States during fiscal 1999 and 2000.

YOLUME (millions of hectolitres) 2000 1999°
Industry 20.7 20.5
Moison (Canada) 9.3 9.2
Molson (United States) 2.2 23

Sources: Brewers Association of Canada, provincial liquor authorities and industey distribution companies.

“Fiscal 1959 has been restated to reflect updated industry informalion.

Estimated industry sales volume in Canada, including sales of imported beer, during the year ended
March 31, 2000 increased by 1.0% compared with fiscal 1999 to approximately 20.7 million hectolitres.
The increase occurred principally in the provinces of Ontario and Quebec. The import segment increased
by 18% compared with the prior year, to 1.1 million hectolitres.
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Management's Discussion & Analysis

For fiscal 2000, Molson Canada had a market share of 45.1% of all beer sold in Canada, including imported
beer, compared with 45.0% for fiscal 1999.

MOLSON CANADA'S AVERAGE MARKET SHARE (%) 2000 Estimated 1999 Actyal®
Including sales of imports:

Canada 451 45.0
Quebec 48.8 483
Ontario 51.1 53
West 41.0 1.2

Sources: Brewers Association of Canada. provincial liguor authorities and indusiry distribution companies.
“Marke! share information for fiscal 1999 has been restated to reflect updated industry volumes. Prior year market share information for Ontario has also been restated to
conform to 2 more accurale basis of calculation, which incorporates LOBD cash register safes data. Previous calculations had incorporated data for shipments to the {CB0.

Molson Canada has the highest market share in Newfoundland, Quebec. Ontario, Saskatchewan and
Alberta. Market conditions remain highly competitive, with intense price competition and significant in-case
and other promotional activities.

Our Quebec region showed strong performance during the vear, with market share up 0.5 share points.
reversing the trend of the past 10 vears. This reflects the continued strong performance of NloLsox Dry
and MoLsoN ExpPoORT as well as increased sales growth of the Coroxna and HEINEKEN brands where
distribution was expanded during the year to include convenience and grocery stores. MoLson DRy market
share in Quebec increased to 13.2 share points during fiscal 2000. In addition, TORNADO, the malt-based
flavoured beverage launched in fiscal 1999, continued to show strong sales growth.

In the Ontario region, Molson'’s core brand performance continues to be strong, led by MoLsox
CanapiaN, Coors LicHT, Corona and HEINEKEN. However, total market share for the year
decreased by 0.2 share points as unsupported brands declined. The Ontario market was characterized by
intense competitive activity during the year.

In the Western region, the continued strong performance of MoLsox Canapian, Coors LIGHT and
HEINEKEN drove a 1.0 share point gain in our core brands. MoLson Canapiax, the leading brand in
Western Canada, recorded its sixth consecutive year of growth in the region. Coors LiGHT also showed
renewed growth in Western Canada due to focussed support programs. Growth in core strategic brands, how-
ever, was more than offset by declines in unsupported brands, resulting in a modest decline in overall share.

Molson Canada’s beer sales to the U.S. market in fiscal 2000, which represented approximately 19% of
our total volume, decreased by 3.8% from the previous year’s volume to 2.2 million hectolitres.

PROVISIONS FOR RATIONALIZATION
On September 8, 1999 we announced an organizational redesign which included measures to:

*+ centralize the development of marketing strategies while keeping the execution of such strategies with
the regional business teams; and to

+ achieve an increase in productivity through a combination of cost reduction and administrative process
improvements.

This initiative began with a comprehensive assessment of the financial and administrative processes at
Molson Canada and the benchmarking of Molson against 85 other companies. As part of the organization
redesign, national shared service centres were established in Toronto for accounting and reporting,
payroll and benefits and accounts payable, and in Montreal for accounts reccivable. In addition, we are
making significant cost improvements in information technology and have reorganized this department so
that infrastructure maintenance is headquartered in Toronto and application development is headquartered
in Montreal.

A charge of $36 million in respect of the costs associated with implementing these organizational
redesign initiatives, including an 18 percent reduction in salaried employees, was recorded in the second
quarter of fiscal 2000.

During the vear, we also compared our brewing capacity utilization to that of major brewers throughout
the world, and concluded that we must improve our capacity utilization and overall facility efficiencies in
order to achieve world-class effectiveness.
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On October 7, 1999, we announced the consolidation of our Ontario brewing operations and the decision
to close our Barrie brewery, effective September 2000. A pre-tax provision of $188 million was recorded
during the third quarter of fiscal 2000 to cover the costs of this rationalization, including the write-down
of capital assets.

We also announced the planned investment of $100 million in our Toronto brewerv over the next five
vears to bring it to a world-class standard. Once fully implemented. the organizational redesign, process
improvemnents and cost reduction initiatives, including the closure of the Barrie brewery, are expected to
result in cost savings of $60 million annually.

In the fourth quarter of fiscal 1999, Molson Canada, in partnership with its unions in the province of
Quebec, announced an agreement on plans to improve brewen and distribution svstem productivity, as well
as customer service. That agreement covers emplovees at the Montreal brewen and in distribution
throughout the province of Quebec. It affected approximately 400 emplovees, included a combination of
job buyout offers and enhanced pension benefits, and resulted in a pre-tax charge of $36.0 million. In fiscal
1999, we also established a provision of $2.0 million related to distribution optimization in Western Canada.

COORS CANADA .
The Coors Canada partnership, which is 49.9% owned by Molson, is responsible for the management of
Coors brands in Canada. Molson Canada brews, distributes and sells the Coors LicHT brand in Canada.
Coors Canada performance in fiscal 2000 exceeded expections. Both sales volume and EBITDA expe-
rienced double digit growth despite an aggressive competitive environment during the vear. The Coors
L1cHT brand remains the undisputed market leader in the light beer category and is now the fourth-largest
brand in Canada. Estimated average national market share in fiscal 2000 exceeded 6.0%, compared with
5.5% in fiscal 1999. This level of performance made CooRrs LiGHT the fastest growing major brand in

Canada during fiscal 2000.

MOLSON USA

Molson USA, which is 24.95% owned by Molson, markets and distributes Molson and Foster's brands in
the United States. These brands are imported into the United States from Molson Canada. The production
of beer sold to Molson USA enables Molson Canada to enjov the benefits flowing from increased
utilization of its brewing capacity. In addition, Molsen also shares in the marketing and distribution profits
through its 24.95% ownership interest in Molson USA. The Molson and Foster's brands collectively
accounted for approximately 9% of the United States imported beer market in calendar 1999.

Over the past vear, the Molson brands in the United States have continued to decline due primarily to
the continued softening of interest in the ice beer category in which MoLsox IcE was the leader. A major
review of the U.S. market initiated in August 1999 identified the strength of the Molson brand name and
high consumer awareness. We continue to monitor the performance of our brands in the U.S. market.

Our equity share of Molson USA’s net earnings in fiscal 2000 was $8.2 million, compared with $9.3 million
in fiscal 1999.

OTHER ..

We anticipate that volume in the Canadian beer industry will grow slightly over the next few years due to
demographic factors. In fiscal 2000, efforts to reverse the decline in market share continued to show results
and, despite intense competitive activity including price reductions and in-case promotions by our major
competitor, our market share increased by 0.] share points to 45.1%. Continuous improvement of our
market will be focused on core strategic brands.

In Ontario, beer for home consumption is sold either through Brewers Retail Inc. (BRI) or the Liquor
Control Board of Ontario (LCBO), which is the government agency responsible for the distribution and
sale of alcoholic beverages (primarily distilled spirits and wine) in the province. Through a limited selection
of brands and package sizes, LCBO sales account for more than 13% of the home consumer beer volume
sold in Ontario, with the BRI svstem responsible for all other home consumer beer sales in that province.
The issue of privatization of the LCBO has been raised in the past and Molson Canada continues to monitor
the distribution system closely to ensure that the efficiency and service provided to our customers is
maintained. This is seen as an ongoing process which involves working closely with BRI's shareholders
and users to ensure that BRI and LCBO complement each other and continue to provide consumers with
an extensive selection of products in a modern retailing environment.
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Management's Discussion & Analysis

In the Western region, Brewers Distributors Ltd. (BDL), the industry-owned distribution entity, continued
its efforts to increase the competitiveness of the distribution svstem. New collective agreements have been
signed in Manitoba, Calgary and a number of locations in British Columbia to allow increased flexibility
while reducing costs and improving competitiveness. BDL is currently imvolved in a labour dispute
in Edmonton and as a result, order make-up, delivery and warehousing are now being executed by an
independent third party.

In addition to savings and initiatives announced in fiscal 2000, we are continuing to actively evaluate
other programs aimed at creating additional value by permanently reducing the cost of doing business. A
significant portion of Molson Canada’s material costs, such as malted barley, processed corn, aluminum
and corrugated paper, are, however, exposed to the price risks characteristic of commodities.

INTERNATIONAL

Outside North America we are pursuing opportunities to build the Molson brand. Initiatives under review
focus on expanding the Molson trademarks into new markets, on improving market position in those coun-
tries where the Molson brands are currently available, and on positioning Molson as a plaver in the
consolidating international beer market.

SPORTS AND ENTERTAINMENT
Sports and Entertainment consists of Club de Hockey Canadien, Inc. (CHC), owner of the Montreal

Canadiens of the National Hockey League (NHL), and Molson Centre Inc., which owns and operates a
multi-purpose sports and entertainment venue in Montreal.

($ millions) 2000 1895
Sales and other revenues 1421 157.3
Earnings before interest, income taxes, amortization and the undernoted 2.3 50
Amortization of property, plant and equipment (8.4) (8.3)
Amortization of intangible assets (0.5) (0.5)
Operating loss from hockey operations and Molson Gentre activities

before the undernoted (6.6) (3.8)
NHL expansion proceeds 4.5 44
Montreal Forum lease settiement - 4.2
Operating profit (loss) 2.1) 48

(i) Before interest and income taxes

Sales and other revenues and operating loss for the current year include expansion proceeds of $4.5 million
related to_the addition of the Atlanta NHL franchise. A similar amount, relating to the addition of the
Nashvilie NHL franchise, was received last year. Additional expansion proceeds totalling US$6.] million
are expected in fiscal 2001 when teams in St. Paul, Minnesota and Columbus, Ohio join the NHL.

The decrease in sales and other revenues and operating loss for the year ended March 31, 2000 reflects
the impact of the Montreal Canadiens not qualifying for the playoffs in the 1998/99 hockey season and
the decrease in regular season ticket sales for the 199972000 hockey season, as well as lower attraction and
concession revenues from other events at the Molson Centre. These decreases are partially offset by the
increase in broadcasting and advertising revenues. Results for the prior period included sales and other
revenue from five playoff games which contributed additional operating profit of $4.6 million. In addition,
operating profit for the prior year included a recovery of $4.2 million relating to an amount provided in
fiscal 1996 in respect of the Montreal Forum lease.

Fiscal 2000 includes $3 million of incremental operating profit in respect of a new five-year agreement
which the NHL negotiated with the ESPN and ABC networks to broadcast nationally televised games in
the U.S. market commencing with the 1999/2000 season.

Unfortunately, despite being in the running until the final game of the 1999/2000 season, the team
which sustained an unprecedented number of injuries during the year, the highest in the NHL, failed to
qualify for the playoffs for the second consecutive season.
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The existing NHL Collective Bargaining Agreement between NHL member teams and the NHL Players
Association concludes at the end of the 2003/2004 season. Substantial increases in plaver salaries, payable
in U.S. dollars, coupled with the relative weakness of the Canadian dollar, continue to have a significant
negative impact on profitability. Notwithstanding the current level of player salaries, management has,
through prudent contract management, succeeded in reducing total current plaver salaries by 2% com-
pared to fiscal 1999. This compares favourably with the 4.5% average player pavroll increase experienced
in the NHL overall during the 1999/2000 season. Management is committed to ensuting that the rate of
player salary growth is contained while striving to significantly improve the team’s on-ice performance.

Municipal realty taxes on the Molson Centre are substantially higher than comparable taxes levied on
any other NHL arena, particularly those in the United States, most of which are subsidized by substantial
public funding. The Molson Centre pays more realty taxes than any other arena in the league. In fact, its
realty taxes are more than double those of all U.S. teams combined. These taxes, which amounted to
$9.6 million in fiscal 2000, are currently under appeal. Appeal hearings, which commenced in March 1999,
are still underway and are expected to continue during fiscal Z001.

A strategic review of our Sports and Entertainment assets to pursue value maximization alternatives
continues.

MOLSON CENTRE

The Molson Centre, a state-of-the-art sports and entertainment facility, is the home of the Montreal Cana-
diens. The Molson Centre has staged approximately 625 events of a varving nature since it opened in
1996, featuring international stars and attracting almost 7 million patrons. The facility is located on leased
land in downtown Montreal. The lease agreement allows us to purchase the property at a fixed price at
any time after October 2003.

The Molson Centre provides seating for 21,273, including 135 private suites on two levels, the remain-
ing lease terms of which range mostly from one to seven vears. The facility also includes 2,600 club seats
providing VIP service to clientele. The facility’s seating can be easily configured to accommodate between
2,000 and 23,000 spectators for concerts, hockey and other sporting events, and conventions.

CorPORATE C0S5Ts AND OTHER ITEMS

The caption “Other” in the tables on page 40 includes the net costs of operating the Corporate office and
maintaining a public company. As previously announced, the executive office in downtown Toronto was
closed in fiscal 2000 and certain staff were relocated to Molson Canada’s North American Brewing Office
on Bloor Street in Toronto. A small nucleus of executive and strategic functions, including those of the Pres-
ident and Chief Executive Officer, the Executive Vice President and Chief Financial Officer and the
Senior Vice President, Chief Legal Officer and Secretary, have been re-established in Montreal, where our
head office has been located since 1786. The Montreal office is also responsible for planning and developing
our international brewing activities outside North America, as well as for Corporate Affairs and Investor
Relations. No part of these costs is allocated to business operations for segmented disclosure purposes.

On May 4, 2000, Eric Molson, Chairman of the Board of Directors, announced the-appointment of
Daniel J. O’Neill as President and Chief Executive Officer of the Corporation, replacing Mr. E. James
Arnett who will step down at the Annual General Meeting of Shareholders on June 27, 2000 after three
years as President and Chief Executive Officer.

DisconTINUED OPERATIONS

On October 25, 1999, we completed the sale of the business operations of Beaver Lumber, our remaining
retail business, to Home Hardware Stores Limited (Home Hardware) of St. Jacobs, Ontario for total
proceeds, subject to closing adjustments, of $68 million including a $35 million promissory note. The
promissory note payable by Home Hardware, which is secured by a first charge against the Beaver Lumber
real estate acquired by Home Hardware and certain other properties, bears interest at 8% per annum. The
principal and interest are repayable in installments commencing in October 2002, with any remaining
outstanding principal and accrued interest being payable in full in October 2004.

In fiscal 2000 management has, based on information and facts currently available, reduced previously
established provisions for environmental remediation costs, closure costs and other claims related to
discontinued operations by $25 million. This amount is reflected in earnings from discontinued operations.
The remaining provisions relating to discontinued operations are included in current and non-current
liabilities of discontinued operations in the consolidated balance sheet.
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Management's Discussion & Analysis

Earnings from discontinued operations for the current vear also reflect a tax benefit of $1.8 million (1999 -
$2.5 million) resulting from previously unrecognized tax loss carn-forwards used in the vear.

Fiscal 1999 earnings from discontinued operations included a net gain of $133.6 million on the disposal
of our 23% interest in The Home Depot Canada and an estimated net loss on the eventual disposal of
Beaver Lumber, together with the after-tax earnings of Beaver Lumber to June 30, 1998, the date we
adopted a formal plan to dispose of that business, and our 25% share of The Home Depot Canada’s earnings
to the date of disposal.

Fixanciar CoxpiTiON AND LiQuipiTY

Our consolidated balance sheet as at March 31, 2000, together with comparative fiscal 1999 figures. is
summarized as follows:

(5 milions) 2000 © 1999
Gurrent assets 452.4 §35.9
Less: Current liabifities (598.71) (656.0)
Working capital (146.3) (120.1)
investments and other assets 283.0 1.8
Property, plant and equipment 1,080.8 1.2120
Intangibte assets 1,275.8 1.310.5
Non-current assets of discontinued operations 19.8 1094
2,513.1 2,783.6
Represented by:
Long-term debt 1,161.9 S X
Deferred gain 56.9 63.0
Deferred liabilities 95.9 1022
Deferred income taxes 1.4 120.0
Non-current ligbilities of discontinued operations 571.3 1188
1,487.4 1.675.5
Shareholders' equity - 1,025.7 11081
2,513.1 27838

In fiscal 2001, working capital requirements will continue to be funded through cash generated from
operations and available credit facilities.

Long-term debt maturities through to fiscal 2003 arc expected to be financed by accumulated cash
provided from operations or by utilization of the existing or renewed term loan facility.

“AtMarch 31, 2000, cur ratio of current assets to current liabilities was 0.8:1, unchanged from last year.

During fiscal 2000, our commercial paper rating was maintained at R-1 (low) with a stable outlook by
Dominion Bond Rating Service (DBRS).

The reduction in the carrying value of property, plant and equipment reflects the provision to write down
capital assets at our Barrie brewenv to estimated net realizable value following the decision to close that

brewery in September 2000,

DISCONTINUED OPERATIONS

The reduction in assets and liabilities of discontinued operations reflects the sale of our Beaver Lumber
business to Home Hardware in October 1999 and the reduction of a portion of the previously established
provisions for remediation, closure and other claims related to discontinued operations.
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FINANCIAL INSTRUMENTS AND LONG-TERM LIABILITIES
Our consolidated long-term debt for the years ended March 31, 2000 and 1999 was as follows:

(8 millions) 2000 1999
Debentures 298.0 -
Term foan (Molson Canada) ) 4.6 2021
Debentures (Molson Ganada) 739.3 7424
Land lease (Molson Centre) 50.0 30.0
Term loan - 280.0
Other - 02

1,161.9 12147
Less: Cureent portion - 32

1,161.9 12715

¢« Our long-term debt decreased by $109.6 million or 8.6% during fiscal 2000, reflecting a current vear
repavment facilitated by cash generated by the Brewing business in excess of current operating require-
ments, as well as proceeds on the sale of Beaver Lumber and the transaction relating to CTV Sports Net.

+ On May 3, 1999, we issued two series of debentures totalling $300 million. The Series A Debentures
for $150 million bear annual interest of 5.40% and are due on Mav 3. 2002, while the Series B Debentures
for $150 million bear annual interest of 5.50% and are due on May 3, 2004. The net proceeds from the
offering were $297.9 million, which were used to repav borrowings of 5280 million under the $350 million
five-year term credit facility, which was cancelled, and for general corporate purposes. The refinancing
eliminated certain restrictive covenants and reduced the annual net interest expense.

The Term loan (Molson Canada) represents borrowings made by Molson Canada under a $300 million
revolving floating rate arrangement, which is unsecured and without recourse to Molson Canada’s partners.
The principal amount is fullv repayable on August 31, 2003. On April 18, 2000, the covenants of this
facility were amended and the terms were adjusted to reflect current market conditions.

Details of the Debentures (Molson Canada) are provided under note 14 of the consolidated financial
statements. During fiscal 2000, we negotiated amendments to the covenants in certain Molson Canada
debentures issued in fiscal 1993, making them consistent with the terms of other debentures issued by
Molson Canada in fiscal 1998.

During fiscal 2000, DBRS and Canadian Bond Rating Service (CBRS) maintained the Molson Ine.
long-term debt rating at A (low) with a stable outlook.

During fiscal 2000, CBRS downgraded Molson Canada’s bond rating to A from A (High), while DBRS
maintained Molson Canada's rating at A with a stable trend.

Interest rates on total long-term debt ranged between 4.7% and 9.1% during fiscal 2000.

At March 31, 2000, our net debt-to-equity ratio was 53:47, unchanged from last year.

We utilize off-balance sheet financial instruments primarily to manage the volatility of borrowing costs
and to hedge the economic risk of U.S. dollar amounts and certain commodity requirements. The instruments
which we use to manage these risks principally consist of interest rate swaps to manage interest rate exposure
on long-term debt, and foreign currency options and forward contracts to manage foreign currency exposure.
We are currently a net buyer of U.S. dollars and have entered into certain foreign exchange contracts.
Molson Canada also hedges some commodity purchases with futures contracts on U.S. commodity

exchanges. At March 31, 2000, Molson Canada had no commodity futures contracts; however, we may

enter into such contracts depending on market analysis.

* We follow a policy of not using financial instruments for speculative purposes, and have procedures in
place to monitor and control the use of financial instruments.
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Management's Discussion & Analysis

CarPiTAL SPENDING

Capital spending for the years ended March 31, 2000 and 1999 was as follows:

(5 millons) 2000 1999
Brewing 53.3 58.5
Sports and Entertainment 1.8 21
Other 0.1 02
Total 55.2 50.8

Molson Canada's capital spending in fiscal 2000 supported the Corporation’s strategic requirements,
including investments in the Montreal and Etobicoke breweries to upgrade capacity and efficiency in
anticipation of the September 2000 closure of the Barrie brewery. Fiscal 2001 capital spending is expected
to be approximately $54 million, including spending for maintenance capital and further investments to
upgrade capacity and efficiency at our Etobicoke and Montreal breweries.

Sports and Entertainment’s capital spending in fiscal 2000 was mainly on the Molson Centre. Fiscal
2001 capital spending is expected to be approximately $1 million.

» Our objective is that capital expenditures not exceed amortization of tangible capital assets. and we
expect to fund fiscal 2001 capital expenditures from our operating cash flow. In addition. all capital
projects are subject to an economic value added (EVA®) analysis to ensure that spending is prioritized in
order to maximize shareholder value.

SHAREHOLDERS  EQuITY

Our capital stock increased during fiscal 2000 by $4.3 million to 5468.6 million at March 31, 2000,
reflecting the issuance of stock dividends and the exercise of stock options.

* Our book value per share decreased to $17.30 at March 31, 2000 from S18.77 at March 31, 1999, reflect-
ing primarily the impact of rationalization provisions recorded during the vear.

« As a result of the implementation of new accounting rules relating to Emplovee Future Benefits and
Income Taxes, we will record significant non-cash accounting charges against retained earnings in
Fiscal 2001. Further details are outlined in the scction FUTURE IMPACT OF NEW ACCOUNTING
PRONOUNCEMENTS on page 50.

DivipENDS

Dividends paid to shareholders totalled $42.7 million in fiscal 2000, compared with $42.5 million in fiscal
1999. Our annual dividend rate was maintained at $0.72 per share during fiscal 2000.
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CHANGES IN FiNanciaL PosiTioN

The decrease in net cash of $17.3 million, together with a comparison for fiscal 1999, is summarized below:

($ mitfons) ’ 2000 1989
Provided from operations 255.4 193.7
Used far working capital (29.7) (43.1)
Rationalization costs (31.0) 8.0
Provided from operating activities 188.7 1428
Uised for investing activities (65.6) (1.151.3)
Provided from (used for) financing activities (148.6) 2211
Decrease in net cash from continuing operations (25.5) (781.6)
Increase in net cash from discontinued operations 8.2 4173
Decrease in net cash (17.3) (364.3)

Cash used for working capital in fiscal 2000 amounted to $29.7 million, due mainly to increased receiv-
ables and inventory in our Brewing business.

Cash used for investing activities of $65.6 million included $55.2 million for the purchase of property,
plant and equipment - mainly for Molson Canada - and $34.7 million related to the funding of pension
arrangements. Cash used for investing activities was partially offset by proceeds from the disposal of invest-
ments and other assets, including the transaction relating to CTV Sports Net. Last year's cash used for
investing activities included $1,074.1 million for the cost of our acquisition of the remaining 50% interest
in Molson Canada and an additional 24.95% investment in Coors Canada. Cash used for financing activities
of $148.6 million reflects the $109.6 million reduction of long-term debt and cash dividends of $39.7 million.
During fiscal 2000, we issued $300 million of debentures and used the proceeds to repay the outstanding
amount of $280 million drawn under the $550 million credit facility, which was then cancelled, and for
general corporate purposes.

The increase in net cash from discontinued operations of $8.2 million reflects the net cash procecds
received from the sale of Beaver Lumber, offset in part by spending relating to retained properties and
other liabilities of our discontinued businesses. Last year's increase in net cash from discontinued opera-
tions included $375 million in proceeds from the sale of our 25% interest in The Home Depot Canada.

CONTINGENT LIABILITIES

We are subject to certain legal claims arising in the normal course of business and as a result of the disposi-
tion of previously held businesses, none of which is expected to materially affect our financial results.
ENVIRONMENT

We have a comprehensive program, guided by a committee of the Board of Directors, to oversee environ-
mental, crisis management, and health and safety matters. Management has concluded, based upon exist-
ing information and applicable laws and regulations, that the amounts expended or anticipated to be
expended by us on these matters, other than as specifically provided for, are not likely to be material to

our operations or financial condition. Management is also unaware of any instance of non-compliance
with environmental laws and regulations which is not being responsibly addressed.
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Management's Discussion & Analysis

YEAR 2000

Following a comprehensive process to address all significant internal and external Year 2000 business and
technology risks, we are pleased to report a smooth transition through January 1, 2000 with no disruptions
to our business activities. )

Total costs related to Year 2000 activities were 515 miltion. Of this amount, $7 million relating to replace-
‘ment systems was capitalized and the remaining costs were expensed as incurred. During the vear ended
March 31, 2000. we expensed $4 million on Year 2000 activities. while 53 million was capitalized.

FuTurRe IMPACT OF NEW ACCOUNTING PRONOUNCEMENTS

Effective with the fiscal year commencing on April 1, 2000 Molson will adopt. on a retroactive basis. with-
out restatement of prior vear's financial statements, the provisions of the new Canadian Institute of Char-
tered Accountants (CICA) handbook, section 3461 “Emplovee Future Benefits” and section 3465
“Income Taxes”.

Implementation of the new accounting rules relating to Emplovee Future Benefits will, in addition to
other prescribed changes, result in a change in our accounting policy for postemployment benefits other
than pensions (i.e., retiree supplemental health care and life insurance), from the existing policy of rec-
ognizing the cost of these benefits on a cash basis as payments are made to an accrual basis covering the
projected future costs for both retired and active service emplovees. In addition, the discount rate used to
determine the accrued pension benefit obligation must be based on market rates for long-term debt instru-
ments, which is lower than the rate currently used by the Corporation. Based on current discount rates
and other estimated assumptions, implementation of these new accounting rules relating to Emplovee
Future Benefits, including our share of the related impact on equitv-accounted entities, will result in a
non-cash one-time after-tax charge against retained earnings of approximately $120 million.

In accordance with the provisions of the new CICA handbook, section 3465 relating to Income Taxes,
future income taxes must be recorded on the differences between the accounting carrving values of bal-
ance sheet assets and labilities and the tax cost bases of these assets and habilities. The impact of this new
pronouncement is particularly significant for Molson since, as a result of recent acquisitions, assets such
as fixed assets and brand names have been written up to fair value for accounting purposes without a cor-
responding increase in their tax cost bases. The required implementation of these new accounting rules
relating to Income Taxes will result in a $123 million increase in the book value of brand names and a fur-
ther non-cash one-time charge against retained earnings of approximately 5200 million.

Implementation of these new accounting rules is expected to result in a change in our debt-to-equity
ratio from 53:47 to 62:38.

The adoption of these new accounting rules is not expected to have a material impact on our future
earnings.
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Responsibilities for Financial Statements

The accompanying consolidated financial statements have been prepared by management and approved
by the Board of Directors of the Corporation. Management is respansible for the information and repre-
sentations contained in these financial statements and other sections of this Annual Report. The financial
statements have been prepared in accordance with accounting principles generally accepted in Canada.
The major accounting policies followed by the Corporation are sct out in note | to the financial statements.

To assist management in discharging these responsibilities, the Corporation maintains an effective svs-
tem of internal control which is designed to provide reasonable assurance that its assets are safeguarded,
that transactions are executed in accordance with management’s authorization. and that the financial
records form a reliable base for the preparation of accurate and timelv financial information.

PricewaterhouseCoopers LLP. Chartered Accountants, are appointed by the shareholders and have
audited the consolidated financial statements in accordance with Canadian generally accepted auditing
standards. Their report outlines the nature of their audit and expresses their opinion on the consolidated
financial statements of the Corporation.

The Board of Directors ensures that management fulfills its responsibilities for financial reporting and
internal control. The Board exercises this responsibility through an Audit and Finance Committee com-
posed of five external directors. The Audit and Finance Committee meets periodically with management
and with the external auditors to review audit recommendations and any matters that the auditors believe
should be brought to the attention of the Board of Directors. The Audit and Finance Committee also
reviews the consolidated financial statements and recommends to the Board of Directors that the state-
ments be approved for issuance to the shareholders.

E. James Amett
President and Chief Executive Officer
May 3, 2000

Auditors’ Report

To the Shareholders of Molson Inc.

We have audited the consolidated balance sheets of Molson Inc. as at March 31, 2000 and 1999 and the
consolidated statements of carnings. retained carnings and cash flows for the vears then ended. These
financial statements are the responsibility of the Corporation’s management. Qur responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An andit includes examining, on a test basis, cvidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management. as well as evaluating the overall
financial statement presentation.

In our opinion. these consolidated financial statements present fairly, in all material respects, the finan-
cial position of the Corporation as at March 31, 2000 and 1999 and the results of its operations and its
cash flows for the vears then ended in accordance with Canadian generally accepted accounting principles.

FPricecativiowse Cropina LLP

Chartered Accountants
Canada, May 3, 2000
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Consolidated Statements of Earnings

Years ended Warch 31, 2000 and 1999 (Doliars in millions. excep! per share amounts) 2000 1999
Sales and other revenues (note 17 (V) $ 2,517.1 $ 21201
Brewing excise and sales taxes 621.3 536.0
1,895.8 ]‘ 1,584.1

Costs and expenses I
Cost of sales, selling and administrative costs 1,567.8 ‘ 13165
Provisions for rationalization (note ¢) 224.0 | 58.0
Gain on sale of investment (aote 5) (25.9) -
Provision for real estate losses 215 -
1,193.4 137145
Earnings before interest, income taxes and amortization 102.4 2096
Amortization of property, plant and equipment 65.6 5.3
Amortization of intangible assets 34.7 285
Operating profit 2.1 1268
Net interest expense (nate §) 7.8 62.7
Earnings (loss) before income taxes (75.7) | 4.1
Income 1ax expense (recovery) (note 7) 4.9) 36.1
Earnings (loss) from continuing operations (70.8) 280
Earnings from discontinued operations ¢z 8/ 26.8 1418
Net earnings (loss) S (44D S 1699

Earnings (loss) per share from continuing operations (note 9)
basic S (1.19) S 047
{ully-diluted § (119 S 047
Earnings (loss) per share (oot 9 .
basic s (0.7 S 288
fully-dilutad S (0.74) $ 282
Consolidated Statements of Retained Earnings

Years ended March 31. 2000 and 1999 (Doliars in millions) 2000 1999
Retained earnings - seginning of year § 643.8 T $ 5164
Net earnings (loss) (44.0) 169.9
599.8 685.3
Dividends — cash 39.7 40.5
Dividends — stock 3.0 20
42.7 425
Retained earnings — end of year § 5571 S 6438

The panying noles to the fidated financia! statements are an ntegral part of these statements.
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Consolidated Balance Sheets

4s at March 31. 2000 and 1999 (Dollars in millions) 2000 1999
Assets
Current assats
(ash and short-term investments $ 636 $ 439
Accounts receivable 176.3 164.0
Inventories (note 10) 133.6 1211
Prepaid expenses 53.7 57.1
Current assets of discontinued operations (note 8) 19.2 143.8
452.4 535.9
Investments and other assets (note 77) 283.0 2718
Property, plant and equipment (rois 12) 1,080.8 121120
Intangible assets (noe i3) 1,275.8 1.310.5
Non-current assets of discontinued operations (more 8 19.8 109.4
$ 3,111.8 $ 34396
Liabilities
Gurrent liabilities
Bank indebtedness S 444 $ 16
Accounts payable and accruals 325.5 326.3
Provision for rationalization costs 97.5 623
Taxes payable 88.3 81.0
Dividends payable 10.7 106
Deferred income taxes 26.2 28.8
Current portion of fong-term debt (ote 19) - 3.2
Current liabilities of discontinued operations (note 8) 6.1 1412
588.7 656.0
Long-term debt (note 14) 1,161.9 1.271.5
Deferred gain (note 15) 56.9 63.0
Deferred liabilities 99.9 102.2
Deferred income taxes 1114 1200
Non-current liabilities of discontinued operations (note 8 51.3 1188
2,086.1 23315
Shareholders’ equity
Capital stock raote 17) 468.6 464.3
Retained earnings 5517.1 643.8
1,025.7 1.108.1
$ 3,118 $ 34336

The accompanying notes to the consolioated financial statements are an inlegral part of these statements.

Signed on behalf of the Board:

lnr

Director

oo ke

Director

(V21
Ve

159



Consolidated Statements of Cash Flows

Years ended March 31, 2000 and 1999 (Doltars in millions) 2000 1899
Operating activities |
Earnings (loss) from continuving operations S (70.8) ' S 280
Provisions for rationalization (aote 4 2240 58.0
Gain on sale of investment (ote 5 (25.9) 1 -
Provision for real estate losses 275 -
Amortization of property, plant and equipment 65.6 ¢ 54.3
Amortization of intangible assets d1 285
Deferred income taxes wn 35.2
Other 100 ¢ (10.3)
Cash provided from operations 2554 193.7
Used for working capital (29.7) | 43.1)
Rationalization costs (37.0) (8.0
Cash provided from operating activities 188.7 1426
Investing activities i
Additions to property, plant and equipment (55.2) (60.8)
Additional investments in Brewing net assets

including costs and bank indebtedness assumed (aore 2) - (1.074.1)
Proceeds from sale of property. plant and equipment 1.0 33
Additions to investments and other assets (44.9) (41.8)
Proceeds from disposal of investments and other assets 33.5 22.1
Cash used for investing activities (65.6) (1.151.3)
Financing activities
fncrease in long-term debt (note 14 297.5 469.9
Reduction in long-term debt (note 1) (407.8) (202.2)
(ash dividends (39.7) (40.9)
Qther 1.4 -
Cash provided from (used for) financing activities (148.6) 2211
Decrease in net cash from continuing cperations (25.5) (181.6)
Increase in net cash from discontinued operations (note 8) 8.2 4173
Decrease in net cash (17.3) (364.3)
Net cash at beginning of year 425 406.8
Net cash at end of year § 25.2 § 425
Net cash consists of:

Cash and cash equivalents S 69.6 s 439

Bank overdraft (44.4) (2.6)

Cash and cash equivalents of discontinued operations - 1.2
Net cash at end of year S 25.2 § 425

The accompanying notes 1o the consolidated financial slatements are an integral par! of lhese stalements.
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Notes to Consolidated Financial Statements
For the years ended March 31, 2000 and 1999 (Doliars in mitlions, except per share amounts)

AccounTting Poricies

CONSOLIDATION
The accounts of all subsidiaries are consolidated.

JOINT VENTURES AND OTHER INVESTMENTS

In fiscal 1999, prior to the acquisition of the final 50% interest in Molson Canada (formerlyv Molson
Breweries), the Corporation’s investment in Molson Canada was proportionately consolidated. Subsequent
to June 23, 1998, the Molson Canada partnership is fully consolidated (sec note 2). The Corporation’s
investment in the Coors Canada partnership is proportionately consolidated at 24.95% to June 23. 1998
and 49.9% thereafter. Investments in entities over which the Corporation exercises significant influence
are accounted for by the equity method. Real estate held for sale is stated at the lower of cost. which
includes carrying and financing costs, and net realizable value. Other investments arc carried at the lower
of cost and net recoverable amount.

USE OF ESTIMATES

The preparation of financial statements in conformity with Canadian generally accepted accounting prin-
ciples requires management to make estimates and assumptions that affect the amounts reported in the
consolidated financial statements and accompanying notes. Although these estimates are based on man-
agement's best knowledge of current events and actions that the Corporation mav undertake in the future,
actual results could differ from the estimates.

INVENTORIES
Inventories other than returnable containers are valued at thic lower of cost and net realizable value. The
cost of returnable containers is amortized over their estimated useful lives.

CAPITAL ASSETS
Property, plant and equipment are stated at cost less accumulated amortization. Amortization is provided
from the date property, plant and equipment are placed into service on the straight-linc method. princi-
pally at annual rates of 2% to 5% for buildings and from 5% to 33% for equipment.
Intangible assets, which include goodwill, brand names and hockey franchises, are carried at cost less
accumulated amortization. Amortization is provided on a straight-line basis, principally over 40 vears.
The Corporation evaluates the potential permanent impairment of goodwill on an ongoing basis. Such
evaluation determines any impairment in value, taking into account the ability to recover the unamortized
portion of goodwill from expected future operating cash flows on an undiscounted basis. The Corporation
also considers projected future operating results, trends and other circumstances in making such evaluations.

INCOME TAXES

The Corporation follows the tax deferral method of accounting for income taxes, whereby earnings are
charged with income taxes relating to reported earnings. Differences between such taxes and taxes currently
pavable are reflected in the accounts and arise because certain items of revenue and expense are reported in
the accounts at different times than they are reported for income tax purposes.

PENSION PLAKS

The Corporation has a number of pension plans, of both a contributony and non-contributory nature, which
cover virtually all emplovees. The majority of plans provide defined benefits. Funding requirements are
based on actuarial determinations. Pension expenses are charged to earnings using an actuarial method
which matches pension plan costs to the vear in which the related emplovee services are rendered. Past ser-
vice costs together with experience gains and losses, and the initial difference between pension plan assets
and the present value of the accrued pension benefits, are amortized over the expected average remaining
service lives of the respective pension plan members.
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Notes to Consolidated Financial Statements

For the vears ended Marck 31, 2000 and 1999 {Dollars in millions. except per share amounts:

POSTEMPLOYMENT BENEFITS

In addition to pension benefits, the Corporation generally provides postemplovment benefits such as sup-
plemental health care and life insurance. Costs of these benefits are charged to earnings as pavments are
made by the Corporation.

STOCK-BASED COMPENSATION PLANS
The Corporation has a stock option plan and may grant options to acquire Class "A” non-voting shares. No
compensation expense is recognized when stock or stock options are issued to employvees. Consideration paid
by emplovees on the exercise of stock options is credited to share capital when the options are exercised.
The Corporation introduced an emplovee share ownership plan to all full-time emplovees during
fiscal 2000. Under this plan. employees are entitled to have a portion of their basc carnings withheld to
purchase the Corporation’s Class "A” non-voting shares, with the Corporation providing funds ta purchase
additional Class "A” shares, to a maximum of 1.33% of base earnings. The Corporation’s contributions are
charged to camings as purchases are made.

INVESTMENT IN BREWING

On June 23, 1998, the Corporation acquired Foster's Brewing Group Limited’s (FBG) 30% interest in the
Molson Canada partnership and its 24.95% interest in the Coors Canada partnership for a cash pavinent
of $1 billion. As a result of this transaction. the Corporation has 100% ownership of the Molsen Canada
partnership. The transaction also increased the Corporation's interest in the Coors Canada partnership
from 2+4.95% to 49.9%. The transaction was financed by proceeds from the realization of short-term invest-
ments and bank debt.

Details of the Corporation’s acquisition are as follows:

1999

Assets acquired and liabilities assumed:
Property, plant and equipment S 4983
Brand names 980.0
Goodwill 944
Working capital deficit . (38.0)
Lang-term debt (444.2)
Deferred income taxes (65.0)
(ther 316
$ 1.0741

Consideration:

Cash (including costs and bank indebtedness assumed) $ 10741
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INVESTMENTS IN JOINT VENTURES

The following information for fiscal 2000 includes the assets, liabilities, revenues and expenses, and cash
flows of the Corporation’s joint venture investment in Coors Canada, which are included in the consoli-
dated financial statements. For fiscal 1999, the following also includes the Corporation’s proportionate
share of Molson Canada’s revenues and expenses and cash flows until June 23, 1998, which are included
in the consolidated financial statements.

2000 1999

Assets ‘

Current . $ 1.8 $ 65

Non-current $ 185 § 197
Liabilities

Gorrent § 14 $ 10
Sales and other revenues $ 108.3 S 3621
Operating costs and other expenses $ 155 $ 3
Net interest ‘ H] - S 69
Qash provided from (used for):

QOperating activities S$ 334 s 535

Investing activities S (0.1) S (90

Financing activities $ - s (0))

Molson Canada's fiscal 1999 revenues, expenses and cash flows are proportionately consolidated at 50%
until June 23, 1998, and at 100% thereafter.

PrROVISIONS FOR RaTioNaLizaTION
2000 1999

Molson Canada $ 224.0 S 50

On September 8, 1999, Molson Canada announced an organizational redesign which included measures
to centralize the development of strategy for marketing and operations, while maintaining decentralized
execution, and to increase productivity through a combination of cost reductions and administrative
process improvements. This resulted in a significant reduction in the number of salaried emplovees across
Canada and a second-quarter pre-tax charge of $36.0 in respect of costs associated with implementing
these initiatives.

On Octaber 7, 1999, Molson Canada announced the closure of its Barrie brewery, effective September
2000. A pre-tax provision of 5188.0 to cover the costs of this rationalization, including the write-down of
capital assets, was recorded in the third quarter of fiscal 2000.

In the fourth quarter of fiscal 1999, Molson Canada announced an agreement with its unions in the
province of Quebec to improve brewing and distribution system productivity and customer service. The
agreement, which covers employees at the Montreal brewery and in distribution throughout the province
of Quebec, affected approximatelv 400 emplovees and included a combination of job buvout offers and
enhanced pension benefits, and resulted in a pre-tax charge of $36.0. Also in fiscal 1999, Molson Canada
established a provision of 52.0 related to distribution optimization plans in the Western region.
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Notes to Consolidated Financia) Statements
For the years ended March 31, 2000 and 1999 (Dollars m millions. except per share amounts)

. GAIN ON SALE OF INVESTMENT

2000 1999
Gain on sale of investment ‘ § 259 l 5§ -

The gain on sale of investment relates to a transaction concluded in February 2000. whereby. for proceeds
of $28.0 the corporation sold 9.99% of its 20% interest in CTV Sports Net Inc. to Rogers Communications
Inc. (Rogers) and granted Rogers an irrevocable option to acquire the remaining interest of 10.01% for
nominal consideration, subject to CRTC approval.

. NET INTEREST EXPENSE

2000 1993

Interest on long-term gebt S 76.% S 758
Other interest 2.9 36
79.8 784

Less: [nterest income 2.0) (6.
S 71.8 S 627

Interest paid in fiscal 2000 was $74.8 (1999 - $85.0).

. IncoME Taxes

The effective income tax rate on earnings from continuing operations is influenced from year to vear by
the business segment mix of the consolidated earnings, as well as various tax incentives introduced by
governments from time to time to encourage investment (such as manufacturing and processing credits).
The following table reconciles income taxes calculated at a combined Canadian federal and provincial
tax rate with the income tax provision in the consolidated financial statements:

2000 1999

Earnings (loss) before income taxes S (75.7) § B4
Income taxes at Canadian statutory rates

(2000 — 42.9%; 1999 — 42.5%) (32.5) 272
Increased (decreased) by the tax effect of:

Non-deductible amortization of intangible assets 14.2 1.5

Large corporations lax 4.9 43

Capital tosses not recognized in the year (net) 4.5 -

Manufacturing and processing credits 2.5 {6.7)

Non-taxable amortization of deferred gain (2.6) 2.6)

Non-deductible and other items 4.1 18
income tax expense (recovery) S 4.9) $ 361
Comprised of:

Current portion $ 4.8 s 09

Deferred portion - $ (8.7) $ 352

The Corporation has significant tax loss carry-forwards arising from the discontinued Diversey businesses.
Certain of these losses expire commencing in 2008. The potential benefit of these tax losses has not been
recognized in the accounts of the Corporation. The future benefit, if realized, will be recognized as
income from discontinued operations.
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8. DisconTINUED OPERATIONS

In fiscal 1996, the Corporation discontinued its participation in Diversey Corporation’s Chemical Spe-
cialties business and, with the exception of a number of redundant plants and other facilities, the three
principal businesses of this segment were disposed of in fiscal 1997.

On April 30, 1998, the Corporation sold its 25% interest in The Home Depot Canada to subsidiaries
of The Home Depot, Inc. of Atlanta for cash consideration of $375.0. Subsequentiv, on June 30, 1998, the
measurement date, the Corporation reached the decision to discontinue its participation in the Retail
sector by adopting a formal plan to dispose of the Beaver Lumber business. The Home Depot Canada
transaction and the estimated loss on the eventual disposal of Beaver Lumber resulted in a net gain of
$133.6, which was recorded in fiscal 1999.

On October 25, 1999, the Corporation concluded a transaction to sell the business opcrations of
Beaver Lumber, the Corporation’s remaining retail business. to Home Hardware Stores Limited (Home
Hardware) of St. Jacobs, Ontario for total proceeds, subject to closing adjustments, of $68.0 in cash and debt.

The estimated losses on the disposals of Diversey and Beaver Lumber were based on management's best
estimate of assumptions with respect to a variety of items. These included the proceeds to be realized on
retained assets, provisions for remediation, closure and other costs related to the disposition of redundant
plants and other facilities previously operated by Diversey and Beaver Lumber and not vet disposed of, and
other actual and contingent liabilities and other possible claims.

For fiscal 2000, management has, based on information and facts currently available, released an
amount of $25.0 from previously established provisions for loss on disposition, remediation, closure and
other claims related to discontinued operations. The remaining balance of the provision for loss is included
in the current and non-current liabilities of discontinued operations in the consolidated balance sheet.

There remains a risk that the assumptions and resulting estimates on which the remaining provisions
are based may change with the passage of time and the availability of additional information. Anv further
change to the provisions will be recognized as a gain or loss from discontinued operations in the period in
which such a change occurs.

2000 1999
Sales and other revenues $ 257.1 § 4aNng
Earnings before income tax - 12
Income tax expense - 14
Net income from operations to measurement date - 58
Net gain on disposal @ - 1336
Reduction in the provision for loss 25.0 -
Tax recovery from tax Joss carry-forwards 1.8 25
Earnings from discontinued operations S 26.8 § 1419

(i) The net gain includes the gain on the sale of The Home Depot Canada together with transaction and
other costs, and the provision for loss on the disposition of the Beaver Lumber business and other actual
and contingent liabilities as well as other possible claims. Also included in the net gain are the estimated
net earnings from discontinued operations between the measurement date and the estimated date of
disposal. The net gain includes a tax recovery of $21.4, as well as $64.4 rclating to the utilization of
previously unrecognized tax losses.

Cash provided from (used for) discontinued operations is as follows:

2000 1999
Operating activities $ 4.9) § 45
Investing activities 22.3 400.6
financing activities (9.2) 12.2
{ash provided from discontinued operations § 8.2 $ 4113

. EarNinGs PER SHARE

Basic earnings per share are calculated based on the weighted average number of shares outstanding during
the year (2000 - 59.216.721 shares; 1999 - 59,014,149 shares).
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11.

Notes to Consolidated Financial Statements
For the vears ended March 31. 2000 and 1999 (Dollars in millsons, except pet share amounts!

INVENTORIES
2000 1999
Finished and in process S 53.6 § 503
Raw materials and supplies 33.1 #7
Returnable containers 46.9 421
$ 1336 | $ 1971
INVESTMENTS AND OTHER ASSETS
2000 1989
investments, at equity (9 S 856 i S B3
Investments, at cost 14.8 | 131
Long-term ceceivables () 54.4 0
Deferred pension assets 82.7 97.8
Deferred charges 12.8 8.7
Real estate held for sale 21 | 329
$ 283.0 | s M8
(i) Includes the Corporation’s interests in Brewers Retail Inc. and Molson USA, LLC (Molson USA). '
(ii) Included in “Sales and other revenues” are equity earnings of 58.2 (1999 — S13.1).
(iii) Includes a $35.0, 8% secured note receivable due from Home Hardware in fiscal 2005, resulting from
the sale of Beaver Lumber.
PrROPERTY. PLANT aAND EQUIPMENT
2000 1998
Accumulated Accumulated
Cost Amortization Net Cost Amortization Net
Land @ S 1084 S - S 1084 S 1144 8 - S 1144
Buildings 854.5 1244 430.1 576.3 1143 4522
Equipment (7 710.1 250.7 519.4 7989 1974 601.5
Assets under construction 22.9 - 22.% 39 - 338
$ 1,455.9 $ 3751 $ 1,080.8 $ 15237 s 37 $ 12120
(i) In;]udes land under capital lease of $30.0 (1999 - $5(.0}.
(i) Includes equipment under capital lease with a cost of $6.8 (1995 ~ $6.8) and accumulated amortiza-
tion of $5.0 (1999 - 32.6).
. INTANGIBLE ASSETS
2000 1999
Goodwil $ 203.6 S 2090
Brand names (/ 1,063.2 1,092.0
Hackey franchises 9.0 85
$ 1,275.8 $ 13105

(i) The cost and accumulated amortization of brand names at March 31, 2000 amounted to $1,128.2
(1999 - $1,128.2) and $65.0 (1999 ~ $36.2), respectively.

(ii) The cost and accumulated amortization of hockey franchises at March 31, 2000 amounted to $12.0
(1999 - $12.0) and $3.0 (1999 ~ 52.5), respectively.
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14. Lonc-TERM DEBT

2000 1999
Term loan (Molson Canada) @@ S 746 S 2021
Debentures () '
$150 — 5.40% due May 3. 2002 148.1 -
$150 — 5.50% due May 3, 2004 148.9 -
Debentures (Moison Canada) (i@
$150 — 8.20% due March 11, 2003 149.9 1499
$100 — 9.10% due March 11, 2013 99.9 999
$150 — 8.40% due December 7, 2018 149.8 149.8
$200 — 6.00% due June 2, 2008 1989.4 199.3
$100 — 6.70% due June 2, 2028 99.4 994
fair valve adjustment at June 23, 1998 (¥ 40.9 443
Land lease obligations ¥ 50.0 500
Term loan (¥ - 280.0
Other - 0.2
1,161.9 12747
Less: Current portion - 32
$ 1,161.9 $ 125

(i) Represents borrowings made by Molson Canada under a $300.0 revelving floating.rate arrangement,
which is unsecured and without recourse to the partners. The principal amount of the facilitv is fullv
repayable on August 31, 2003. Loans under this facility bore interest at rates averaging 5.6% during fiscal
2000 (fiscal 1999 - 5.7%).

{ii) Represents debentures issued by the Corporation on May 3, 1999, The debentures are redeemable at
the option of Molson Inc. at a price equal to the greater of the Canada Yicld Price and 100% of the prin-
cipal amount of the debentures to be redeemed, together in each case with accrued and unpaid interest
up to the date fixed for redemption. The debentures are direct unsecured obligations of the Corporation.
The proceeds were used to repay the term loan and for general corporate purposes (see (vi)).

(iii) Represents debentures issued by Molson Canada. The debentures are redecmable at the option of
Molson Canada at a price equal to the greater of the Canada Yield Price and 100% of the principal amount
of the debentures to be redeemed, together in each case with accrued and unpaid interest up to the date
fixed for redemption. Debenture holders have no recourse against asscts of the Corporation other than
assets distributed by Molson Canada to the Corporation in violation of certain covenants in the trust
indenture, or assets distributed in certain instances when Molson Canada is insolvent and which, in cach
case, are not returned to Molson Canada.

(iv) Represents the adjustment required to arrive at the fair market value of the debentures in (ifi) above
as of June 23, 1998, being the date of the acquisition of the additional 50% interest in Molson Canada. This
amount is being amortized over the remaining terms of the debentures on a weighted average basis which,
at the acquisition date, was approximately 15 years.

(v) Relates to a 99-vear lease arrangement for the land on which the Molson Centre has been constructed.
The lease payments are based on prevailing interest rates and changes in the Consumer Price Index. The
lease payments during the next five vears using the prime interest rate at March 31, 2000 are estimated to
be $3.1, $3.1, $3.1, $3.3 and $3.5. The Corporation has an option to acquire the property for $30.0 at anv
time after October 2003.

(vi) Represents borrowings made by the Corporation under a $350.0 revolving credit facility arranged with
a syndicate of banks. The facility comprised a $360.0 tranche to partlv finance the acquisition of 50% of
Molson Canada and a $190.0 revolving operating facilitv. The average interest rate on this facility for the
period ended March 31, 1999 was 5.2%. On May 3, 1999, the facility was repaid with a portion of the
proceeds received from the debenture issuance, and cancelled (see (ir)).

(vii) On May 3, 1999, the Corporation entered into a $50.0, 364-day revolving credit facilit with a svndicate
of banks for general corporate purposes. The Corporation has options to extend the facility, subject to the
approval of the lenders. Effective May 1, 2000, the facilitv was extended for an additional period of 364
days. There have been no drawings on this facility to date.

(viii) The aggregate maturities of long-term debt during the next five vears are estimated to be $—, $ -, $300.0,
$74.6 and 5150.0.
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16.

Notes to Consolidated Financial Statements

For the vears ended March 31. 2000 and 1999 iDollass in militons. except per share emounts i

. DEFERRED GAIN

The deferred gain arose from the non-cash consideration received on the exchange of brewing assets at
the time of the formation of the Molson Canada partnership. Amortization of the balance of the deferred
gain totalling $36.9 (1999 - 563.0) will be brought into earnings in equal installments over the next 9 vears
or earlier if the non-cash assets are realized.

FINANCIAL INSTRUMENTS

The Corporation uses hedging and derivative financial instruments to limit financial risk related to foreign
exchange and interest rates. During fiscal 2000 and fiscal 1999, all derivative financial instruments were
held for hedging purposes.

The Corporation has entered into foreign exchange option contracts with maturitics of less than
12 months. Gains and losses arising from the use of these instruments are recorded as part of the related
transaction. As at March 31, 2000, the Corporation had no outstanding options to acquire U.S. dollars
{1999 — USS13.0 at an exchange rate of Cdn $1.33 with an unrcalized loss from these contracts of S0.3).

The Corporation has also entered into forward foreign exchange contracts. Resulting gains and losses
arising from the use of these forward contracts are recorded upon maturity of the transaction. As at March
31, 2000, the Corporation had outstanding contracts for US$59.5 (1999 - USS38.0}. At March 31, 2000,
the unrealized loss from these contracts was 50.4 (1999 — $0.3).

The Corporation’s estimate of the fair value of other financial instruments, including accounts receivable
and accounts pavable, approximates their carrving value.

The fair value of all debentures, based on rates currently available for long-term debt with similar
terms and maturity dates, is estimated to be $1,033.5 (1999 - $792.2).

. CapritaL STOCK

Authorized
The Corporation is authorized to issue:

{a) an unlimited number of Class “"A” non-voting shares;

(b) an unlimited number of Class “B" common shares; and

(c) an unlimited number of preference shares, which shell rank in prioritv to the Class “A” non-voting
and Class “B” common shares and may be issued from time to time n serics with the designation, rights,
privileges, restrictions and conditions attaching to each series as and in the manner set out in its Articles.

The holders of Class “A” non-voting shares are entitled, voting separately as a class on the basis of one vote
per share, to elect annuallv three members of the Board of Directors of the Corporation. Subject to applic-
able law, the holders of the Class “A” non-voting shares do not othenwisc have a right to vote at meetings of
shareholders but are entitled to notice of and to attend all shareholders’ mectings except class mectings of
the holders of another class of shares. The holders of the Class “B” common shares are entitled to onc vote
per share at all meetings of shareholders except class meetings of the holders of another class of shares.

In each fiscal vear, the holders of the Class "A™ non-voting shares arc entitled to reccive non-cumulative
dividends aggregating 50.067 per share before any dividends may be paid on the Class “B” common shares.
No further dividends can be paid to the holders of the Class “A” non-voting shares until dividends aggregat-
ing $0.067 per share have been declared or paid on the Class “B” common shares, and thercafter the Class
“A" non-voting shares and the Class "B" common shares participate equally as to all dividends declared.
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In the event of the liquidation, dissolution or winding-up of the Corporation, the holders of the Class “A”
non-voting shares and the holders of the Class “B” common shares would be entitled to share equaliy.
share for share, in all distributions of the assets of the Corporation.

A holder of Class "B” common shares shall be entitled at anv time and from time to time to have all or
any portion of such Class “B” common shares converted into Class “A” non-voting shares on the basis of
one Class “A” non-voting share for each Class “B” common share in respect of which the conversion right
is exercised.

If a general takeover bid offer is made to purchase Class “B” common shares, then the holders of Class
“A” non-voting shares may convert all or any of their Class “A” non-voting shares into an equal number of
Class “B” common shares for the purpose of tendering such shares into the offer unless (i) a takeover bid
offer is made to purchase Class "A” non-voting shares on identical terms as the offer for the Class "B” com-
mon shares; or (ii) holders of more than 50% of the then outstanding Class "B" common shares certifv
within a prescribed period of time that thev do not intend to tender anv Class "B” common shares in
acceptance of the offer.

ISSUED AND OUTSTAHDING
At March 31, the following shares were issued and outstanding:

2000 1999
Shares Amount I Shares Amount
Glass “A™ non-vating 47,225,405 $ 462.7 46,942,958 § 4584
(lass "B" common 12,053,767 5.9 12,093,767 59
59,279,172 S 468.6 i 59.036.725 § 4643
During the year the following shares were issued:
2000 1993
Shares Amount Shares Amount
Class “A" non-veting
Stock aptions exercised & 104,636 $ 1.2 16.487 $ -
Stock dividend payments 132,795 3.0 75,167 20
Issued for cash 5,016 0.1 3.213 0.1
242,447 S 43 94,867 VA

(i} Including the exercise of options under the Stock appreciation rights plan

During the year ended March 31, 2000, 40,000 Class “B” common shares (1999 — 424,700) were converted
into Class “A” non-voting shares.
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Notes to Consolidated Financial Statements
For the vears ended March 31. 2000 and 1999 (Dollars 1 millsons, rcept per share amounts)

STOCK OPTIONS

A summary of the status of the Corporation’s stock option plan as at March 31, 2000 and 1999 and
of changes during the vears ending on those dates is presented below:

2000 1999
Weighted Average Weighted Average
Shares Exercise Price Shares Exercise Price
Dutstanding at beginning of year 2,868,163 $ 23.88 1.820.838 S 24.80
Granted 599,125 23.96 1311142 2233
Exercised (518,350) 23.85 (109,275} 2300
Forfeited (199,750) 25.66 (154,542} 23.00
Qutstanding at end of year 2,749,188 $ 23.78 2.868.163 $ 2388

The following table summarizes information on stock options outstanding at March 31. 2000:

Weighted Average

Remaining
Range of QOutstanding at Contractual Life  Weighted Average Exercisable at  Weighted Average
Exercise Prices March 31, 2000 in Years Exercise Price March 31, 2000 Exercise Price
$20.38 — 825.73 2,195,688 8 s 298 497,938 $ 2260
$26.34 — 833.50 553,500 47 s 2972 381.93 § 3089
2,749,188 72 $ 2378 879.873 $ 2620

At March 31, 2000, 2,174,535 Class "A” non-voting shares (1999 = 2,173,196) werc available for granting

further options and 575,88+ Class "A™ non-voting shares (1999 - 213,693 were available for optional stock

dividends.

All options carrv stock appreciation rights whereby the optionec is entitled to receive shares having an
aggregate market valuc equal to the excess of the market valuc of Class "A™ non-voling shares on the date of
exercise over the price of the option, in lieu of exercising the option to acquire the Class “A” non-voting shares.

. ComMITMENTS AND CONTINGENCIES

The following table represents minimum lease pavments for operating lease obligations.

Fiscal Year Minimum Lease Payments
2001 - - s 266
2002 173
2003 120
2004 10.0
2005 85
Thereafter 176
Total $ 0

At March 31, 2000, the Corporation had outstanding letters of credit totalling $37.8 (1999 - $33.6).
The Corporation is subject to certain legal claims arising in the normal course of business, none of
which is expected to materially affect the financial results of the Corporation.

. PExsion Praxs

As of March 31, 2000, the aggregate actuarial present value of accrued pension benefits was $644.2
{1999 - $619.9) and the aggregate market-related value of pension plan assets was $766.9 (1999 — $634.9).
The net pension expense for the year ended March 31, 2000 amounted to $15.6 (1999 - $15.0).
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20.

RELATED PARTY TRANSACTIONS

In the ordinary course of business, Molson Canada enters into transactions with the Corporation and its
affiliates. All related partv transactions are recorded at their exchange amounts,

Effective December 1. 1997, Molson Canada sells products to the United States through Molson USA,
a sales, marketing and distribution business, controlled by Miller Brewing Company, in which the Corp-
oration has a 24.95% interest.

Effective Januany |, 1998, Molson Canada entered into license and manufacturing, distribution and
sales agreements with Coors Canada, a partnership between Coors Canada Inc., the Corporation and
FBG until June 23, 1998, and between Coors Canada Inc. and the Corporation thereafter. Molson
Canada also incurs distribution costs from equity-accounted provincial distribution companies.

Sales to Molson USA in the United States represented approximately 19% of Molson Canada’s sales
volume in fiscal 2000 (1999 - 21%). Included in cost of sales, selling and administrative costs in the
consolidated statements of earnings are distribution and other costs of $196.3 (1999 - 5186.2) charged by
equity-accounted provincial distribution companies and Coors Canada.

Included in accounts receivable as at March 31, 2000 was $16.2 (1999 - S21.4) duc from Molson USA
and $1.5 (1999 - $1.0) due from Coors Canada. Included in accounts pavable and accruals as at March
31, 2000 were amounts of $1.0 (1999 ~ $1.0), 4.6 (1999 - $4.0) and $12.1 (1999 - 53.6) pavable to
Molson USA, Coors Canada and the equity-accounted provincial distribution companies, respectively.

. SEcMENT DISCLOSURES

The Corporation operates in two reportable segments: Brewing, and Sports and Entertainment. Both
teportable segments are strategic business units which offer different products and services. Each business
unit has an independent management group.

The accounting policies of the segments are the same as those described in the summary of significant
accounting policies. Operating profit is recorded before interest and income taxes. The Corporation does not
allocate net interest expense or income taxes to individual segments.

The Brewing segment’s principal business is producing and marketing beer and other malt-based
beverages. As of March 31, 2000, the Brewing segment consisted of the Corporation’s 100% interest in
Molson Canada, a 49.9% interest in Coors Canada, which manages Coors brands in Canada. and a
24.95% interest in Molson USA.

Molson Canada is a significant manufacturer and marketer of a wide range of brands of beer from seven
breweries in six provinces in Canada. Molson Canada produces several brands which are exported to
Molson USA and distributed and marketed by them in the United States.

Sports and Entertainment consists of the Montreal Canadiens hockey club. which participates in the
National Hockev League, and the Molson Centre, a multipurpose sports and entertainment venue in
Montreal. The Molson Centre is the home arena of the Montreal Canadiens.
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Notes to Consolidated Financial Statements
For the vears ended March 31, 2000 and 1999 (Dollars in millions, except per shate amounts]

SEGMENT DISCLOSURES

Brewing 2000 1939
Sales and other revenues (7 23149 | 1959.0
Earnings before interest, income taxes and amortization 114.2 { 135
Amortization of property. plant and equipment (57.0) : (45.6)
Amortization of intangible assets (34.2) | (28.0)
Operating profit 230 ! 1399
Gapital employed 7/ 2,0824 22846
Capital expenditures !

Property, plant and equipment 53.3 585

Brand names - 980.0

Goodwill - 944
Sports and Entertainment
Sales and other revenues 142.1 151.3
Earnings before interest, income taxes and amortization 6.8 136
Amortization of property. plant and equipment (8.4) (8.3)
Amortization of intangible assets (0.5) 0.5
Operating profit (ioss) 2.1 48
Capital employed 326.9 3207
Capital expenditures

Property. plant and equipment 1.8 21
Consolidated
Sales and other revenues 2,517.1 2.120.1
Earnings before interest, income taxes

and amortization from business segments 121.0 211
Corporate items (net) (¥ (18.6) (175
Consolidated earnings before interest,

income taxes and amortization 102.4 2096
Amortization of property, plant and equipment (65.6) (54.3)
Amortization of intangible assets (34.7) (28.5)
Operating profit 2.1 1268
Capital employed of business segments 2,409.3 2605.3

Add back fiabilities which have been deducted

in determining capital employed 533.7 444

Segment total assets 2,943.0 3,049.7

Corporate assets 129.8 136.7

Assets of discontinued operations 39.0 253.2
Total assets per financia! statements e | 3.439.6
Capital expenditures

Property, plant and equipment 55.2 60.6

Brand names - 980.0

Goodwill - 944

(i} Includes equity earnings of $8.2 (1999 — $3.3).
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(ii) Includes equity investments of $84.8 (1939 — 883.6).
{iii} Includes sales to other aperating segment of $1.3 (1999 — $3.3).
(iv) Includes the et cost of operating the Corporate office and maintaining 8 public company. fiscal 2000 also includes a $27.5 provision for real estate losses, offset m part

by & gain of $25.9 for the transaction refating to CTV Sports Net Inc.
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Nine Year Operating and Financial Record

2000 1989 1998 1997 1996 1995 1994 1993 1992
Operations (s mitions)
Sales and other revenues 2,517.1 | 21200 107118 997.4 953.9 908.0 9385 12285 12384
Brewing excise and sales taxes  621.3 536.0 259.8 245 2632 2758 2619 3618 3395
1,895.8 | 1.584.1 812.0 7529 700.7 650.4 676.5 863.7 899.8
EBITDA 102.4 209.6 108.2 47 396 118.0 1428 330.9 183.8
Amortization:
properly, plant and equipment  65.6 54.3 28.8 264 19.9 19.6 179 210 193
intangible assets 34.7 28.5 4.5 28 26 24 27 2.7 27
Net interest expense 71.8 62.7 13.5 184 %5 313 37 383 456
Earnings (loss)
before income taxes (75.7) 64,1 614 (29) (7.8) 4.7 86.5 2689 1165
income tax expense (recovery) 4.9) 36.1 223 0.5 188 147 247 428 333
Earnings (loss) from:
continuing operations (70.8) 280 38.1 34) (26.2) 50.0 61.9 226.1 83.2
discontinued operations 26.8 1419 720 369 (279.3) 368 638 (61.4) 430
Net earnings {loss) (44.0) | 1699 ma 338 (305.9) 86.8 1257 164.7 126.2
Cash provided from operations @ 255.4 1937 84.1 99.4 65.4 53.4 1882 190.1 2091
Financial (s miions) B
Working capital (146.3) | (120.1) 3126 520.7 308 13.0 2830 2293 205.1
Gurrent ratio 0.8:1 081 1.7 191 141 111 141 1.3 1.3:1
Additions to property.
plant and equipment 55.2 60.8 a7 496 186.8 877 93.2 294 36.5
Total assets 3 M1.8 | 34396 22843 21723 29901 30719 27697 27156  2.368.1
Long-term debt 1,161.9 | 12715 561.1 486.0 898.7 530.2 490.0 ayg 4836
Shareholders' equity 1,025.7 | 11081 078.5 07,0 8052 137136 13085 11683 97
Return on sharghoiders’
equity (average) (4.1%) 16.3% 11.9% 36% (24.7%) 6.4% 10.2% 15.7% 14.6%
Net debl:equity ratio 53:47 5347 1486 n/m 49:51 34:66 25:75 33:67 38:62
Net interest coverage ¥/ 0.0:1 207 56 0.9 071 311 321 791 361
Per Share (s
Net earnings (l0ss) 0.74) | . 288 1.89 0.57 627 149 213 216 225
Net earnings (loss) from
continuing operations (1.19) 047 0.67 (0.06) (0.45) 0.86 1.08 3.78 148
Dividends paid 0.72 072 072 0.72 072 0.72 0.72 0.72 0.72
Shareholders' equity 17.30 18.77 16.60 15.48 15.59 23.79 2222 19.68 16.32
Cash provided from cperations 4.31 3.28 143 110 112 0.92 319 318 4.08
Other
Number of shares
outstanding (thousands) 59,279 | 59037 58942 58607 58060 57732 580836 59382 56588
Number of shareholders 4,779 4945 5.042 5,236 5352 5,682 5,948 6,445 6,598
Number of employees () 3,800 4100 4,100 4500 4,200 4,500 4,600 4,700 5,000
(i) Fiscal years 1992 through 1994 have not been resiated 1o exciude discontinued operations
(i} o/m = not meaninglul (cash exceeded total gedi by $145.4 million)
(iif} Excludes discontinued operations
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Supplementary Information

Quarterly Consolidated Financial lnformation

(5 miltions. exces! per share amounts)

FISCAL 2000

June September December March Total
Sales and other revenues 673.7 $ 6928 s 6234 S 5212 $ 25111
Brewing excise and sales laxes 1713 178.6 151.2 120.2 6213
502.4 514.2 4722 407.0 1.895.8
Costs and expenses
Costs of sales. selling and administrative costs 4145 § 4184 § 3930 s 349 $ 15678
Provisions for rationalization - 36.0 188.0 - 224.0
Gain on sale of investment - - - (25.9) (25.9)
Provision for real estate losses - - - 278 215
4143 4544 581.0 3435 17934
Earnings (loss) before interest,
income taxes and amortization 813 59.8 (108.8) 3.5 1024
Amortization of property, plant and equipment (16.6) (17.4) T (15.5) (16.1) (65.6)
Amortization of intangible assets 8.7 8.1 (8.7) 8.6 (3470
Operating profit (loss) 626 33.7 (133.0) 388 21
Net interest expense (20.0) (19.5) (19.7) (18.6) (178
Earnings (loss) before income taxes 4256 142 (1821 20.2 (18.1)
income tax recovery (expense) (20.8) (10.4) 436 (1.5 49
Earnings (loss) from continuing operations 218 38 (109.1) 127 (10.8)
Earnings from discontinued operations 08 0.2 0.4 254 26.8
Net earnings (loss) 226 s 40 $ (108.1) $ 3 S (40
Earnings (loss) per share:
Continuing operations 0.37 s 006 § (184 s 0N s (119)
Discontinved operations om s 00 s 0.00 s 043 S 045
Total (.38 s 00 S (184 S 064 S (0.74)
Outstanding shares (mitions) 58.1 59.2 50.3 583 59.2
Dividends paid 018 s 018 S 018 S D18 s 0n
(ash flow from continuing operations 64.3 § 890 S 548 s 672 S 2854
Gash flow per share from continuing operations 1.09 $ 116 $ 093 $ 113 8 4
Share price
Montreal Exchange
— Righ 21.20 § 2840 § 2730 )
- low 19.85 S 2400 $ 2435 b
— Close 26.50 § 283 $ 26.00 @
Torento Stock Exchange
~ High 21.25 8 28.20 S 2150 $ 26.00
~ Low 19.85 § 2400 S 2450 s 222
— (lose 26.70 s 2536 § 2675 S 2330
Volume of shares traded (ihousands)
Montreal Exchange 2183 1932 957 9
Toronte Stock Exchange 5935 4,612 3.267 8,396

(i) Molson shares ceased to trade on the Montrea! Exchange on December 3. 1999,
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Supplementary Information cominues:

Quarterlv Cunsoliduted Financial Information

($ millions, except per share amounts) FISCAL 1999
June September December March Total
Sales and other revenues § 3564 $ 6438 § 5981 s 7 $ 21201
Brewing excise and sales taxes 928 170.2 1474 1268 5350
263.6 4137 4507 3961 1.584.1
Costs and expenses
Costs of sales, selling and administrative costs § 2160 § 378 s 3805 S 3822 § 13165
Provision for rationalization - - - 58.0 58.0
216.0 3118 380.5 400.2 13145
Earnings (loss) before interest,
income taxes and amortization 476 939 702 @ 209.6
Amortization of property. plant and equipment {8.6) (16.2) (15.9) (136) (54.3)
Amortization of intangible assets (2.5 (8.5) (8.6) (8.8) (28.5)
Operating profit (loss) 36.5 712 457 (26.6) 1268
Net interest expense (45 (14.0) (218) (224) (62.7)
Earnings (loss) before income taxes 320 51.2 239 (480 64.1
Income tax recovery (expense) (13n (21.3) (12.9) 168 (36.1)
Earnings (loss) from continuing operations 18.9 299 114 (32.2) 280
garnings (loss) from discontinued operations 1405 04 14 (0.5) 1418

Net earnings (loss) § 1594 s 308 S 124 s @20 S 169.9

Earnings (loss) per share:

Gontinuing operations s 032 s 050 s 018 S (0.54) s 047
Discontinued operations s 238 s 002 S 002 S (€0 s 24
Total per share § 270 S 052 s 0 § (0.5 S 288
Qutstanding shares (mitions) 59.0 59.0 59.0 599 59.0
Dividends paid § 018 S 018 § 018 S 018 s 0n
Gash flow from continuing operations § 396 s 795 S 410 s 216 s 1937
Cash flow per share from continuing operations s 067 § 13 s 080 S 046 § 328
Share price
Montreal Exchange
— High ' § 2800 § 2115 § 2380 § 2355
— Low s 2380 s 20.00 S 19.80 S 2075
— Close S 26.80 s 2140 § 219 s .10
Toronto Stock Exchange
~ High S 28.00 s 2710 S 23715 S 2385
— Low S 2375 s 1975 S 18.80 S 2065
— Close S 2675 S 214 § 2200 s 2110
Volume of shares traded (thousands)
Montreal Exchange 1122 1418 1119 1477
Toronto Stock Exchange 3624 4,140 4,055 5.267
69
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Corporate Governance

Molson's Board of Directors is responsible for oversecing the direction. affairs and management of the
Corporation. The Board was extremely active in fiscal 2000, during which there were 16 meetings of the
Board and 25 meetings of the various Board committees,

The Toronto Stock Exchange has issued guidelines for effective corporate governance and requires that
listed companies annuallv disclose their practices. The guidelines address questions such as the composition
and independence of a compam’'s board of directors. its role. its committees as well as the effectivencss
and educalion of its members.

Molson's Board of Directors considers that good corporate governance practices are essential for the
effective and prudent operation of the Corporation and for achieving its objective, which is the enhance-
ment of sharcholder value. The Board believes that ity governance practices generally mect the Toronto
Stock Exchange guidelines.

The Board has put into place specific policies and processes relating to:

» Strategic Planning

+ Risk Management

¢« Management Develapment, Assessment and Succession Planning: and
» Shareholder Communications.

Details of these are set out in the 2000 Management Proxy Circular,

To ensure that the Board operates in a manner that is independent of management:

* The roles of Chairman and Chief Executive Officer are separate
» The Board is comprised of a majority of unrelated dircetors; and
+ All Board commuittees are comprised of a majority of unrelated directors.

Over half of the Board is comprised of directors who became Board members in the past four vears.
Directors receive at least 30% of their annual retainer in the form of Deferred Share Units, cach of
which has a value equal to one Molson Class “A” non-voting share. These are retained throughout the
director’s tenure on the Board. Dircctors also participate in a Stock Option Plan. These programs arc
designed to strengthen the alignment of Molson's directors” compensation with the interests of sharcholders.
Molson's corporate governance policies and practices are set out in greater detail in the 2000- N anage-
ment Proxy Circular, a copy of which mav be obtained from the Sceretary of the Corporation.
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Board of Directors’ Committees

The Board of Dircctors maintains five standing committees, all of which were active during fiscal 2000.

AUDIT AND FINANCE COMMITTEE

The Audit and Finance Committee reviews the Corporation’s annual consolidated financial statements
and quarterly financial statements before theyv are approved by the Board. It works jointly with manage-
ment to develop the annual audit plan and thoroughly reviews the Auditors’ recommiendations on interal
controls. The Committee meets with the Corporation’s auditors independently of management at least
once a vear. It also reviews the Corporation’s annual and long-term financial plans, proposals for major
borrowings and the issuance of securities. and makes recommendations to the Board with respect to finan-
cial strategies and policies. In addition, the Committee deals with risk prevention and insurance coverage.

Chairman: Dr. L.1. Barber Members: M.W. Barrett, Dr. F. Bellini, D.W. Colson, R.1. Molson

ENVIRONMENT, HEALTH AND SAFETY, AND CRISIS MANAGEMENT COMMITTEE

The Environment, Health and Safety. and Crisis Management Committee sets environmental and
occupational health and safety policy standards and accountabilities for the Corporation. The Conmittee
oversees environment and health and safety issues in three distinct areas: Brewing Operations, Club de
Hockey Canadien and the Molson Centre, and any retained obligations relating to divestitures. It is also
responsible for ensuring compliance with applicable legislation and programs. including crisis management
training and safety measurement systems. It reviews strategies, goals and programs put into place in these
areas and recommendations from outside specialists retained as required to reassess specific risks. The
Committee is also briefed on initiatives by operating units of the Corporation, such as simulated incidents,
to ensure response readiness. It regularly reviews data on the frequency and severity of safeb incidents, an
area where notable and continuous improvement has occurred.

Chairman: L. Beauregard Members: Dr. L.1. Barber, ]. Béliveau, E.H. Molson, S.T. Molson

EXECUTIVE COMMITTEE

The Executive Committee acts on behalf of the Board, on terms authorized by the Board, in managing or
supervising the management of the Corporation’s business when the full Board is not in session, including
approval of borrowing. acquiring or disposing of businesses and issuing securities.

Chatrman: R.1. Molson Members: £.J. Amett, N.\W. Barrett, [ H. Molson

HUMAN RESOURCES AND CORPORATE GOVERNANCE COMMITTEE

The Human Resources and Corporate Governance Committee is responsible for the development and
maintenance of the Corporation’s corporate governance practices, including the structures and composition
of the Board and Board commiittees; defining the relationship, roles and authority of the Board and man-
agement; identifving and recommending suitable dircctor candidates: sctting directors” compensation and
external reporting of the Corporation’s approach to corporate governance and management compensation,
In addition, it reviews, develops and recommends to the Board appropriate management compensation
policies, programs and levels. The Committee is continuing its extensive review of the Corporation's
management compensation strategy and programs to ensure that they reflect the Corporation’s strategy and
are aligned with sharcholders’ interests and corporate performance. The Committee develops performance
objectives in conjunction with the Chief Exccutive Officer and assesses his performance annually in
relation to these objectives. In addition, the Cominittec ensures that effective short-term and long-term
succession plans are in place for senior officers of the Corporation.

Chairman: MW, Barrett: Members: DAV, Colson, D.G. Drapkin, E.H. Molson, R.I. Molson

PENSION FUND COMMITTEE

The Pension Fund Committee formulates gencral investment policy, menitors the implementation of that
policy and reports to the Board at least annually on investment results achieved. It also reviews and com-
ments on the reports of the Corporation’s actuary and their implications, and the level of the Corporation's
contributions to the pension plans in respect of both current service and unfunded liabilitics.

Chairman: Dr. L1 Barber Members: }. Béliveau, E.H. Molson, S.T. Molson, H.S. Riley
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Directors

£. James Araett, 0.0.  Or L1 Barber Malthew W. Barrett

tut Beauregard

Dr. brancesto el Daniet W, Colson

Donatd G. Drapkin

Eric K. Molson R. lan Moisen

£. JAMES ARNETT, Q.C.

President and Chief Executive Officer. Molson Inc., B.AL,
LL.B. {University of Manitoba), LLAL (Harvard University).
Chairman: Molson Donations Fund. Member: Business Council
on National Issucs, Law Seciety of Upper Canada. Manitoba
Law Societv, Canadian Bar Association, American Societ of
International Law, American Bar Association, District of
Columbia Bar Association.

DR. L.1. BARBER

President Emeritus. Universitv of Regina, B.A.. B. Comm.
{University of Saskatchewan), M.B.A. (University of California
at Berkelev], Ph.D. (University of Washington). Companion of
the Order of Canada, Saskatchewan Order of Merit. Director:
Bank of Nova Scetia, Cominco, CanWest Global, North West
Company Inc. Honorare doctorates: University of Alberta,
Concordia University, University of Regina.

MATTREW W. BARRETT

Group Chicf Excentive, Barclavs PLC. London, UK. Former
Chairman of the Bank of Montreal. Officer of the Order of
Canada. Director: The Scagram Co. Ltd.

LUC BEAUREGARD

Founding Chairman and Chiel Executive Officer. NATIONAL
Public Relations Inc. Member of the Order of Canada. Phirector:
St-Hubert Group, Council for Canadian Unity, Past Chainman:
Vie des arts. Governor: Conseil du patronat du Québhee and
Conscil patronal de lenvironnement du Québee. Philip A
Novikoff Memorial Award. Canadian Public Relations Secicty,
Fellow Canadian Public Relations Socicty.

JEAN BELIVEAY

Former Senior Vice President, Corporate Affairs, Clab de Hockey
Canadien. Inc, Companion of the Order of Canada. Dhirector:
Acier Leroux inc.. Brookfield Propertics Corparation. 1lon-
orary doctorates: University of Moncton, University of Ottawa,
Acadia University. Member: Hockey Hall of Fame, L'Ordre
National du Québee. Lovola Medal, Concordia University,

DR. FRANCESCO BELLIN

Chief Executive Officer, BioChem Pharma Inc., PlD. (Univer-
sity of New Brunswick). Officer of the Order of Canada. Onori-
ficenza di Grande Ufficiale (lalvi. Charrman: IimnnmoSystems
AB Inc. Vice Chairman: North American Vaceine Inc. Dircetor:
BioChem Pharma Inc., Industrielle-Alliance Life Insurance
Company, Italian Chamber of Commerce. Governor: Douglas
Hospital, Canadizn-ltatian Community Foundation, Concordia
University, Montreal Technovision Inc.

Stephen T. Molson

Daniei J. 0'Neill H. Sanford Ruey

DANIEL W. COLSON

Deputy Chairman and Chicf Fxecutive Officer. Felegraph
Croup Limited. London, England. BA. (Lovola College).
LL.L iLaval University). Chairman: UniMedia Inc., Hollinger
Telegraph New Media Ltd. Viee Chainman: Hollinger Inc.,
Hollinger International Inc.. Hollinger Canadian Publishing
Ho]dings Inc., Southam inc. Director: The Spectator (1828
Limited. Argus Corporation. HeHespont Shipping Corporation.
Member of the Canadian Bar Association.

DONALD G. DRAPKIN

Vice Chairman, MacAndrews and Forbes Holdings e, BA.
(Brandcis University), LLB. (Colnmbia University School of
Lawy. Chatrman: WeddingChannel.com. Director: Algos Phar-
maceutical Corporation, American Lawver Media. Ine..
Anthracite Capital. Inc.. BlackRock Asset Investors. Plavboy.com
e, Plavboy Fnterprises. Ine., Revlon Consumier Products
Corporation, Revlon, Inc.. The Wamaco Gronp Ine.. Weider
Nufrition International Ine. Trustee: Brandeis University,
Dwight-Fnglewood School.

ERIC H. MOLSON

Chairman of the Board. Molvon Inc.. AB. Chemistre (Privce-
ton Univensitvr, Chancellor of Concordia University. Director:
The Montreal General Hospital Foundation and Research

Institute, Canadian trish Stadies Foundation, Vie des arts,

R. [AN MOLSON
Deputy Chairman of the Board. Mobon Ine.. AR (Harnvard
University),

STEPHER T. MOLSON

Secrctary and Member of the Board, The Molsan Ponndation,
BoA NGl University o Director or Trnstee: Atlantic Salnon
Federation. Butters Foundution, Fondation Hospitalitre
Maisonneuve-Rosesnont, The Martlett Foundation, Quebee-

Labradar Voundation luc,

DANIEL J. O'NE{LL
Exccutive Viee President and Chicf Operating Officer. North

Amencan Brewing, Mobon bne s NEBAL Queen’s University.

H. SANFORD RILEY

President and Cliel Fxeentive Officer. Investors Group e,
B.A 1Queen’s University i, LLB (Osgoode Hall Law Schooly.
Chairman: Pan American Games Society, Viee-Chainman:
Manitoba Business Couneil. Dircetor: Investors Gronp ‘Trost
Co. Ltd.. Great West Assurance Company, London Life bisur-

ance Company, James Richardson and Sons Linited.

Honorary Directors: R, Barford. Toronto: J.T. Black. Vicloria: W. Chippendale, Mont-Tremblant, J.P. Gordon. Torento: &S, Hara, Vantouver:
D.S. Harvie, Calgary: T.£. Ladner. Vancouver: A.G. McCaughey, Aurora: Hon. H. de M. Molson, Montreal; F.J. Morgan, Chicage: J.E. Newall, Calgary;
Han, G.F. Dshalceston, Londan; C. Pecrault, Monteeal: G. Plaurde. Mantreal: J.F. Rogers. Toronta.
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File no. 82-2954

MOLSON INC.

Delivering on Gommitments

- Report to Sharcholders
for the three months ended June 30, 2000




MoLsoN FirRsT QUARTER HIGHLIGHTS

« Earnings from continuing operations up 49% to $32.5 million

« Earnings per share from continuing operations increases 49% to $0.55 from $0.37
per share _

¢ Revenue for the quarter increases 4% to $697.5 million !

» Brewing operating profit up 15.5%

o Estimated Brewing National Market Share increases 0.2 share points to 45.0%

« Gash flow from continuing operations increases 9% to $70.3 million

o Cash flow per share from continuing operations increases 9% from $1.09 to $1.19

per share
OVERVIEW
(8 millions, except per share information)
Three months ended June 30 2000 1999
Sales and other revenues (7 697.5 673.7
Brewing excise and sales taxes 170.9 M3

526.6 5024

Earnings before interest, income taxes

and amortization (EBITDA) () ' 102.2 879
Amortization of property, plant and equipment 16.5 16.6
Amortization of intangible assets 9.4 8.7 ;
Earnings before interest and income taxes (EBIT) 76.3 62.6 '
Net interest expense 18.3 200 @
Income taxes . : 25.5 20.8 !
Net earnings from continuing operations 32.5 218
Net earnings from discontinued operations - 0.8 1
Net earnings 32.5 226
Basic net earnings per share

Continuing operations 0.55 0.37

Discontinued operations : - 0.01

Total 0.55 0.38
Cash flow from continuing operations 70.3 64.3
Cash flow per share from continuing operations 1.19 1.09
Dividends per share 0.18 018
Outstanding shares () 59.3 53.2
Weighted average outstanding shares () 59.3 59.1
Weighted average fully-diluted outstanding shares (i 62.1 61.9

(i) Includes KHL expansion proceeds of $9.0 million in the current quarter and $4.5 million for the comparable period last year.
(if) Number of outstanding Class "4’ non-voting shares and Giass 'B' common shares (millions).
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Report to Shareholders for the three months ended June 30. 2000

Net earnings from continuing operations for the three months ended June 30, 2000
increased $10.7 million or 49% to $32.5 million, or $0.55 per share, compared
with $21.8 million, or $0.37 per share in the corresponding period last year.
This reflects the combined impact of improved efficiencies in manufacturing
operations, a significant reduction in manufacturing and other overhead costs,
$9.0 million of NHL expansion proceeds this year, lower interest expense and a
lower effective tax rate attributable to implementation of the new CICA handbook
section 3465 relating to income taxes and reduced tax rates. Excluding after tax
NHL expansion proceeds of $6.3 million (1999 - $3.2 million), net earnings from
continuing operations for the quarter increased by 41% or $7.6 million, compared
to the same period last year, to $26.2 million.

Cash flow from continuing operations, for the three months ended June 30,
2000 increased by 9% to $70.3 million, compared to $64.3 million for the same
period last year.

Interest expense for the quarter was $1.7 million lower than the prior year reflect-
ing primarily the reduction in net debt compared to the same period a year ago.

REviIEwW OF OPERATIONS

The following tables summarize the sales and other revenues, EBITDA and EBIT
of the Corporation’s two business segments — Brewing, and Sports and
Entertainment — as well as the net costs of operating the public company and other
items not allocated to the business segments.

(8 millions) Sales and Other Revenues
Three months ended June 30 2000 1999
Brewing - 678.1 661.2
Excise and sales taxes 170.9 171.3

507.2 489.9
Sports and Entertainment - 193 124
Other 0.1 0.1

526.6 5024

———

(i} Includes KHL expansion proceeds of $9.0 miflion (three months ended June 30, 1999 — $4.5 millicn).
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Report to Shareholders for the three months ended June 30. 2000

(8 millions) EBITDA EBIT
Three months ended Jung 30 2000 1999 2000 1999
Brewing 105.6 94.0 82.0 7.0
Sports and Entertainment (V 3.5 (1.8) 1.3 3.7
Other (6.9) (4.6) (71.0) (4.7
102.2 879 76.3 62.6
e m

(i) Includes NHL expansion proceeds of 89.0 million (three months ended June 30, 1999 — 4.5 million).

BrREWING

Brewing consists of the ownership of 100% of Molson Canada, 49.9% of Coors
Canada and 24.95% of Molson USA.

($ millions)

Three months ended June 30> 2000 1899 Change
Sales and other revenues 678.1 661.2 +2.6%
Excise and sales taxes 170.9 173 -0.2%
507.2 489.9 +3.5%
Earnings before interest, income taxes and amortization  105.6 94.0 +12.3%
Amortization of property, plant and equipment 14.3 144 -0.7%
Amortization of intangible assets 9.3 8.6 +8.1%
Earning before interest and income taxes (EBIT) 82.0 7.0 +15.0%

Brewing sales and other revenues increased by 2.6% to $678.1 million despite an
overall decline in industry volume of 1.4%. Brewing EBIT of $82.0 million for the
three months ended June 30, 2000 was 15.5% higher than the same period a year
ago reflecting the combined impact of higher revenues and benefits from previously
announced cost reduction programs.

)
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Report to Shareholders for the three months ended june 30, 2000

INDUSTRY VOLUME AND MOLSON MARKET SHARE

Despite the 1.4% decline in total industry sales volume to 5.7 million hectolitres,
compared to the same period last year, reflecting the relativelv cooler and
inclement weather conditions being experienced across the country this vear,
Molson volume outperformed the categorv bv declining onlyv 1% to 2.6 million
hectolitres during the same period.

MOLSON ESTIMATED MARKET SHARE (%)

(Three months ended June 30) 2000 1998°
Including sales of imports:
Canada 45.0 448
Ontario — West 46.6 46.5
Quebec — Atlantic 42.0 419

* Markel share information for the three months ended June 30. 1999 has been restated to reflect updated industry volumes.
Prior year market share information for Ontario has also been restated to conform to a more accurate basis of calculation,
which incorporates LLBD cash register sales data. Previous caloulations had incorporated data for shipments to the [C80.

Molson’s average estimated market share for all beer sold in Canada during the first
three months of the current fiscal year increased by 0.2 share points to 45.0%
reflecting a 0.7 share point increase in Molson Canadian market share following
the success of the new ] Am Canadian advertising campaign. The increase in core
brand performance was however offset in part by a decline in non core brands.

Effective June 1, 2000 Molson reorganized its Canadian Brewing business along
two operating regions; Ontario West and Quebec Atlantic. This new organizational
structure will allow the Corporation to better execute its core brand strategy and
build sustained share and profit growth nationwide.

On June 22, 2000, Molson announced that, in accordance with its focused brand
strategy and commitment to Canadian growth, it has regained control of the sales of
its brands in the Maritime Provinces. Previously, under the Moosehead Molson part-
nership, Moosehead Breweries was responsible for brewing. sales and distribution for
the Molson Canadian brand in the Maritimes. To date, Molson’s market share in the
Maritimes, at less than 7%, has been well below the Company’s national average.
Under the new agreement, Molson will now be directly responsible for the market-
ing and sales in this region. A new organization has been put in place with the goal of
achieving significant profit and market share growth in the Maritimes. Under the
new agreement, Molson Canadian will be brewed, bottled, and distributed in the
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Report to Shareholders for the three months ended june 30, 2000

Maritime Provinces by Moosehead’s Brewery in Saint John, New Brunswick, while
Molson will control all selling and marketing of its products. With this change,
Molson will significantly increase brand activity throughout the region with a strong
brand portfolio including Molson Canadian, Molson Export, Molson Dry, Coors
Light and Miller as well as leading imports Corona and Heineken.

Molson’s beer sales to the United States during the three month period declined
6.9% compared with last year to 0.6 million hectolitres. Molson is continuing its dis-
cussions with its partners in Molson USA with a view to identifying and implement-
ing the steps required to reverse the decline of the Molson trademark in this market.
We have established a Molson team to develop strategies designed to improve
Molson’s position in the United States on a sustained basis, reverse the loss of the
Molson brand market share and maximize its trademark profitability.

SPORTS AND ENTERTAINMENT

Sports and Entertainment consists of Club de Hockey Canadien, Inc., owner of the
Montreal Canadiens of the National Hockey League (NHL), and Molson Centre Inc.,
which owns and operates a multi-purpose sports and entertainment venue in Montreal.

At the Annual Meeting of Shareholders on June 27, 2000, after a thorough
review of its Sports and Entertainment business, the Company announced its
intention to sell a controlling interest in the Montreal Canadiens hockey club and
the Molson Centre. This decision, which will maximize the value of the hockey
team and the Molson Centre and improve shareholder value, is in keeping with the
strategy of focussing on the Company’s core brewing business and will allow for a
redeployment of capital to the brewing operations. Molson is also committed to
remain the primary corporate partner of the team for a period of at least 20 years, a
commitment in excess of $150 million. The sale process will be a targeted search
to find a purchaser who will provide additional value to the franchise. Although
buyers will be approached globally, a requirement for the team to remain in
Montreal will be a condition of its sale.
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Results of the Sports and Entertainment segment are outlined below:

(& millions)

Three months ended June 30 2000 1999 Change
Sales and other revenues 19.3 124 +55.6%
Loss before interest, income taxes,

amortization and NHL expansion proceeds (5.5) (6.0) -8.3%
Amortization of property, plant and equipment 2.1 2.1 -
Amortization of intangible assets 0.1 0.1 -

Operating loss from hockey operations
and Molson Centre activities

before NHL expansion proceeds (1.7) 8.2 -6.1%
NHL expansion procesds 9.0 4.5 +100.0%
Earnings (loss) before interest and income taxes (EBIT) 1.3 (3.7 n/m

(i) Includes NHL expansion proceeds of $9.0 millior, (84.5 million for the three months ended June 30, 1993).
a/m = not meaningful

Current year sales and other revenues and EBIT include the receipt of expansion
proceeds of $9.0 million related to the addition of the St Paul, Minnesota and
Columbus, Ohio NHL franchises. Fiscal 2000 included $4.5 million relating to the .
addition of the Atlanta NHL franchise. Excluding expansion proceeds, sales and
other revenue increased by $2.4 million or 30% reflecting primarily a $1.8 million
increase in attractions revenue in the current quarter compared to the same period
a year ago.

Operating loss from hockey operations and Molson Centre activities before
expansion proceeds was $7.7 million for the quarter, compared to a loss of $8.2 million
for the same period last vear.
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Report to Shareholders for the three months ended June 30, 2000

OTHER

Effective April 1, 2000 Molson adopted, on a retroactive basis, without restatement
of prior years financial statements, the provisions of the new Canadian Institute of
Chartered Accountants (CICA) handbook section 3461 "Emplovee Future
Benefits” and section 3465 “Income Taxes”.

Implementation of the new accounting rules relating to Emplovee Future

Benefits, including Molson’s share of the related impact on equity accounted enti-
ties, has resulted in a non-cash one-time after-tax charge of $120 million against
retained earnings at April 1, 2000.

Implementation of these new accounting rules relating to Income Taxes has
resulted in a $123 million increase in the book value of brand names and a further
non-cash one-time charge against retained earnings of $200 million.

The non-cash charge against retained earnings relating to implementation of
these new accounting pronouncements has been shown as a reduction to opening
retained earnings for the period.

COMPARATIVE FIGURES

Certain comparative figures have been restated to conform to the current year’s
basis of presentation.

m&g > S:J“\\J

Eric H. Molson Daniel J. O'Neill
Chairman of the Board President and Chief Executive Officer

July 25, 2000
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Consolidated Statements of Earnings - Unaudited

(Dollars in millions, except per share amounts)

Three manths ended June 30 2000 1999
Sales and other revenues $ 697.5 S 673.7
Brewing excise and sales taxes 170.9 171.3

526.6 502.4
Cost of sales, selling and administrative costs 424.4 4.5
Earnings before interest, income taxes and amortization 102.2 87.9
Amortization of property, plant and equipment 16.5 16.6
Amortization of intangible assets 9.4 8.7
Earnings before interest and income taxes 76.3 62.6
Net interest expense 18.3 20.0
Earnings before income taxes 58.0 426
income taxes 25.5 20.8
Net earnings from continuing operations 32.5 21.8
Net earnings from discontinued operations - 0.8
Net earnings §$ 325 § 226
Net earnings per share from continuing operations S 0.5 § 037
Net earnings per share S 0.55 § 0.38

— s—

Consolidated Statements of Retained Earnings — Unaudited

(Dollars in millions)

Three months ended June 30 2000 1999
Retained earnings at end of prior year $ 5571 $ 643.8
Charge against retained earnings as a

result of implementation of new

accounting rules (320.0) -
Retained earnings at beginning of year 237.1 643.8
Net earnings for the current period 32.5 226
Dividends (10.7) (10.7)
Retained earnings at June 30 $ 258.9 $ 656.7
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Consolidated Balance Sheets — Unaudited

(Bollars in millions)

As at June 30 2000 1999
Assets
Current assets
Cash and short-term investments s 308 $ 288
Accounts receivable 218.9 218.0
Inventories 142.3 139.3
Prepaid expenses 43.5 68.6
Current assets of discontinued operations 15.8 162.0
451.3 616.7
Investments and other assets 157.6 2521
Property, plant and equipment 1,070.5 1,201.8
Intangible assets 1,389.2 1,301.8
Non-current assets of discontinued operations 21.7 104.2
$ 3,096.3 $ 3,476.6
Liabilities
Current liabilities
Bank indebtedness S 370 $ 98
Accounts payable and accruals 306.1 283.3
Provision for rationalization costs 91.0 33.9
Taxes payable 128.8 139.7
Dividends payable 10.7 10.7
Deferred income taxes 16.6 35.9
Current liabilities of discontinued operations 5.9 145.1
596.1 660.4
Long-term debt 1,117 1,263.8
Deferred gain 55.4 61.5
Deferred liabilities 136.0 95.7
Deferred income taxes 411.9 1319
Non-current liabilities of discontinued operations 56.8 121.6
2,367.9 2,354.9
Shareholders’ equity
Capital stock 469.5 466.0
Retained earnings 258.9 655.7
128.4 IRVAR
$ 3,096.3 $ 3.476.6
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Consolidated Cash Flow Statements — Unaudited

(Dollars in millions)

PRRNRRRSSRRSRER R S e ]

Three months ended June 30 2000 1999
Operating activities
Net earnings from continuing operations $ 325 S 218
Amortization of property, plant and equipment 16.5 16.6
Amartization of intangible assets 9.4 8.7
Deferred income taxes 15.3 19.7
Other (3.4) (2.5)
Cash provided from operations 10.3 64.3
Used for working capital (24.2) (65.0)
Rationalization costs (6.4) (10.9)
Cash provided from (used for) operating activities S 39.7 $§ (119
Investing activities
Additions to property, plant and equipment (6.2) (6.3)
Additions to investments and other assets (4.6) (3.7)
Proceeds from disposal of investments and other assets 4.2 49
Other (6.2) -
Cash used for investing activities S (12.8) $ (5.1)
Financing activities
Increase in long-term debt - 300.0
Reduction in long-term debt (50.4) (290.9)
(ash dividends paid (9.7) 9.0)
Cash provided from (used for) financing activities (60.1) 0.1
Decrease in net cash from continving operations (33.2) (16.9)
increase (decrease) in net cash from discontinued operations 1.8 5.1)
Decrease in net cash (31.4) (22.0)
Net cash, beginning of period 25.2 42.5
Net cash (bank overdraft), end of period S (6.2 $ 205
Net cash (bank overdraft) consists of:
Cash and cash equivaients $ 30.8 $ 288
Bank overdraft (37.0) (9.8)
Cash and cash equivalents of discontinued operations - 15
Net cash (bank overdraft), end of period S (6.2)

et

10
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Operating Businesses

MOLSON CANADA
175 Bloor Street East, Toronto, Ontario M4W 354

Tel: (416) 975-1786 Fax: (416) 975-4088

SPORTS AND ENTERTAINMENT

Molson Centre
1260 de La Gauchetiere Street West, Montréal, Québec H3B 5ES8

Tel: (514) 932-2582 Fax: (514) 989-2891

INVESTOR RELATIONS
Institutional investors, brokers, security analysts and others
desiring financial information about Molson Inc. should contact:

John Paul Macdonald
Vice President, Corporate Affairs, Molson Inc.
1555 Notre-Dame Street East, Montréal, Québec H2L 2RS

Si vous désirez recevoir ce rapport en frangais,
veuillez vous adresser au Secrétaire,

1555, rue Notre-Dame Est, Montréal (Québec) H2L ZRS

REGISTERED AND EXECUTIVE OFFICE
1555 Notre-Dame Street East, Montréal, Québec HZL ZR5

Tel: (514) 597-1786

REGISTRAR AND TRANSFER AGENT

CIBC Mellon Trust Company,

Halifax, Montreal, Toronto, Winnipeg, Regina, Calgary and Vancouver
Answerline™: 1 800 387-0825

E-mail: enquiries@cibcmellon.ca Website: www.cibcmellon.ca

&

This report was printed on recycled, acid-free paper made from 100% recycled fibre.
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File no. 82-2954
cl970
r £ BC-a-Molson-acg-new-beer 11-07 0602
News release via Canada NewsWire, Montreal 514-878-2520

Attention Business Editors:
Molson Purchases Brazilian Beer Brand - Enhancing the Molson profitable
growth platform

MONTREAL, Nov. 7 /CNW/ - Molson Inc. announced today its entry into the
South American beer market with the signing of a conditional agreement for the
purchase of Bavaria, one of Brazil's leading beer brands, f£rom Companhia de
Bebidas das Américas (AmBev). The sale of the Bavaria brand was directed by
Brazilian regulatory authorities, as a condition for the approved merger of
Brazil's top two brewers, Antarctica and Brahma, to form AmBev, now the fourth
largest brewer in the world.

Under the terms of the agreement, Molson acqQuires the Bavaria brand and
five breweries for an initial purchase price of US $98 million. The Bavaria
brand currently represents 3.7% market share or 3.8 million hectolitres. The
transaction is performance driven with the balance of sale triggered by
increased market share performance. The total incentive payments could reach
215 million Brazilian Reals if the brand market share reaches a level of 6.5%.

As part of the transaction, Molson will gain access to the AmBev distribution
network for a minimum of four years with options to extend the period to ten
years.

"The Bavaria acquisition represents the next major step in the delivery
of shareholder value through annual top-line profitable growth," said Daniel
J. 0'Neill, President and Chief Executive Officer of Molson. "From the outset
this acquisition is expected to be accretive and should enhance Molson's
commitment to annual operating profit growth of 12.3%. Developing an earnings
stream from emerging markets significantly improves the future of Molson."

The transaction is consistent with the newly approved international
strategy of entering into high growth markets by acquiring an existing brand
and piggybacking Molson's brand as distribution is strengthened. The strategy
is consistent with that of several profitable internationally based beer
companies studied over the last twelve months.

After a l1l2-month period of extensive country and competitor analysis,
Molson has identified key success criteria for value creation through
international growth. The deal with AmBev meets these criteria:

Access to an efficient distribution network;

- High calibre local expertise;

A high degree of control over the brand;

Brand focus; and

Strong on-premise and promotional capabilities.

Molson's profitable growth strategy has been extended from the core
strategic brands and limited regional growth in Canada, to the United States
import market, and now to Brazil. The Brazilian beer market is four and a half
times the size of the Canadian market with 88 million hectolitres. Presently
ranked fourth, Brazil is expected to surpass Germany to become the third
largest beer market in the world with an annual growth rate of 4.5%, more than
four times Canada's. The Brazilian beer market is also highly concentrated
with four major competitors, a growing youth adult market and an estimated 26%
increase in per capita beer consumption by 2003.

"Today's decision contributes to our goal of becoming one of the top
performing beer companies in the world,"” Mr. O'Neill concluded. "The Bavaria
acquisition compares very favourably to the prices paid by other international
brewers in the most recent round of acquisitions. It is a stepping stone to
the profitable development of our future."

Molson (TSE: MOL.A) is Canada's pre-eminent brewer with more than $2
billion in annual sales. Founded in 1786, Molson is North America's oldest
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beer brand and a global brand name with products that include Molson Canadian,
Molson Export, Melson Dry and Rickard's Red.

%SEDAR: 00001968EB

~0- 11/07/2000

/For further information: John Paul Macdonald, Vice President, Corporate
Affairs, Molson Inc., (514) 590-6345/

(MOL.A.)

CO: Molson Inc.

ST: Quebec
IN: FOD
SU: TNM

-30~-

CNW 09:0%e 07-NOV-~-00
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File no. 82-2954

~ MOLSON INC.

Delivering on Commitments

Report to Sharcholders )
for the six months ended September 30, 2000




MoLsoN SECOND QUARTER HIGHLIGHTS®

« Earnings from continuing operations up 22% to $33.3 million

« Earnings per share from continuing operations increased 22% to $0.56 from
$0.46 per share

« Brewing operating profit up 14.5%

« Oash flow from continuing operations increased 19% to $81.9 million

« Cash flow per share from continuing operations increased 19% from $1.16 to
$1.38 per share |

* compared with second quarter last year, excluding the after-tax grovision for rationalization of
$23.4 miflion recorded in September 1999
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Report to Shareholders for the six months ended September 30, 2000

OVERVIEW
Three months Six months
ended September 30 ended September 30
(8 millians, except per share information) 2000 1999 2000 1999
Sales and other revenues () 682.5 692.8 1,380.0 1.366.5
Brewing excise and sales taxes 170.4 178.6 341.3 349.9
512.1 514.2 1,038.7 1,016.6
Earnings before provision for
rationalization, interest, income
taxes and amortization (7 101.9 95.8 204.1 183.7 .
Provision for rationalization - 36.0 - 36.0
Earnings before interest, income taxes,
and amortization (EBITDA) 101.9 59.8 204.1 1417
Amortization of property, plant
and equipment 16.0 174 32.5 34.0
Amortization of intangible assets 9.6 8.7 19.0 174
Earnings before interest and income
taxes (EBIT) () 16.3 33.7 152.6 96.3
Net interest expense 16.8 19.5 35.1 39.5
income taxes 26.2 104 - 517 31.2
Net earnings from continuing operations 33.3 3.8 65.8 25.6
Net earnings from discontinued operations - 0.2 - 1.0
Net earnings 33.3 4.0 65.8 26.6
Basic net earnings per share
GContinuing operations 0.56 0.06 1.11 0.43
Discontinued operations - 0.01 - 0.02
Total © 0.56 0.07 1.11 0.45
Cash flow from continuing operations 81.9 69.0 152.2 1333
Cash flow per share from
continuing operations 1.38 1.16 2.56 2.2
Dividends per share 0.18 0.18 0.36 0.36
Outstanding shares () 59.4 53.2 59.4 59.2
Weighted average outstanding shares () 59.4 59.2 59.4 39.2
Weighted average fully-diluted
shares outstanding (0 62.4 62.1 62.2 61.9

(i) Includes NHL expansion proceeds of 89.0 millien far the six months ended September 30, 2000 and 84.5 million for the
comparable period las! year.
(i) Number of outstanding Glass “A" non-voting shares and Glass “B” common shares (milfions).
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Report to Shareholders for the six months ended September 30, 2000

Excluding the after-tax impact of the $36 million provision for rationalization
recorded in the second quarter last year, net earnings from continuing operations
for the three months ended September 30, 2000 increased 22%, to $33.3 million,
or 50.56 per share, compared with $27.2 million, or 50.46 per share in the
corresponding period last vear. This strong performance is the result of Molson's
execution of its brewing strategy and the Company’s focus on cost reduction and
manufacturing efficiencies. Other contributing factors include consumer price
increases, lower interest expense and a lower effective tax rate. Volumes continued
to be affected, however, by cooler temperatures and inclement weather.

On a comparable basis, excluding the after-tax impact of the prior year provision
for rationalization and the after-tax NHL expansion procceds of $6.3 million
(1999 - $3.2 million), net earnings from continuing operations for the six months
increased by 30% or $13.7 million, to $59.5 million.

Cash flow from continuing operations, before working capital adjustments, for
the three months ended September 30, 2000 was $81.9 million or $1.38 per share,
compared to $69.0 million or $1.16 per share for the same period last vear. For the
six months ended September 30, 2000, cash flow from continuing operations,
before working capital adjustments, was $152.2 million, a portion of which was
used to repay $74.5 million of Jong-term debt.

Net interest expense for the three months ended September 30, 2000 was
$16.8 million, $2.7 million lower than the prior vear, reflecting the reduction in
net debt compared to the same period a year ago.

The effective tax rate on earnings from continuing operations for the six months
ended September 30, 2000 was 44.0% compared with 47.2% excluding the
provision for rationalization costs for the same period last vear. The decrease is
attributable to implementation of the new CICA handbook section 3465 relating
to income taxes and reduced tax rates.
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Report ta Shareholders far the six months ended September 30, 2000

REVIEW OF OPERATIONS

BREWING
Three months Six months
ended September 30 ended September 30
(§ millions) 2000 1999 2000 1999
Sales and other revenues 663.8 676.8 1,341.9 1,3368.0
Excise and sales taxes 170.4 178.6 341.3 349.9
493.4 498.2 1,000.6 988.1

Earnings before provision for

rationalization, interest, income taxes,

and amortization 111.9 101.3 217.4 195.3
Amortization of property,

plant and equipment 13.9 15.3 28.2 29.7
Amortization of intangible assets 9.4 8.6 18.7 17.2
Earnings before provision for rationalization,

interest and income taxes 88.6 714 170.5 148.4
Provision for rationalization - 36.0 - 36.0
Earnings before interest and

income taxes (EBIT) 88.6 414 170.5 1124
Percentage change — EBIT before _

provision for rationalization 14.5% 14.9%

Brewing earnings before provision for rationalization, interest and income taxes for
the three months ended September 30, 2000 increased by 14.5% to $88.6 million.

The higher EBIT once again meets Molson’s declared commitment to increase

operating profit in excess of 12.3% annually.
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Report to Shareholders for the six months ended September 30. 2000

INDUSTRY VOLUME AND MOLSON MARKET SHARE
Total industry sales volume in Canada, including sales of imported beer, decreased
by 1.5% to 5.8 million hectolitres, during the three months ended September 30,
2000 compared with the corresponding period last vear. Molson’s total volume in
Canada decreased by 1.9% to 2.6 million hectolitres during this same period.

For the six months ended September 30, 2000, total industry sales volume
decreased by 1.6% to 11.4 million hectolitres, while Molson Canada’s volume
decreased by 1.4% to 5.1 million hectolitres.

MOLSON ESTIMATED MARKET SHARE (%) Three months Six months
ended September 30 ended September 30
2000 1999° 2000 1999°
Including sales of imports
Canada 44.8 45.0 45.0 449
Quebec — Atlantic 41.8 412 42.2 416
Ontaric — West 46.4 410 46.5 46.7

* Market share information for the three and six months ended September 30, 1939 has been restated to reflect updated
industry volumes. Prior year market share information for Ontario has also been restated to conform to @ more accurate
basis of calcufation, which incorporates LGB0 cash register sales data. Previous calculations had incorporated data for
shipments to the [GB0.

For the six months of the current and prior fiscal years, Molson Canada’s average
estimated market share of all beer sold in Canada increased by 0.1 share points to
45.0%. This reflects a 1.0 share point increase in core brand performance offset, in
part, by a decline in non-core brands, and the Corporation’s strategy to diminish its
presence in certain unprofitable draft beer markets.

QOur estimated market share for the three months ended September 30, 2000
declined marginally compared to the same period a year ago. The decline in the
Ontario-West region compares unfavourably with last year's strong second quarter
performance resulting from competitive pricing activities. The strong gains in the
Quebec-Atlantic region for the quarter accurately reflect Molson’s strategy of the
disciplined pursuit of profitable share growth. With the excellent performance of
Molson Canadian and the core brand portfolio, as well as the revitalization of
Molson Export including new advertising and field support, the Ontario-West

region is well-positioned for future growth.
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Report to Shareholders for the six months ended September 30. 2000

Subsequent to the quarter end, Molson announced an agréement in principle with
the Miller Brewing Company and the Foster’s Brewing Group to repurchase 100%
of the Molson brands in the United States, followed by the announcement on
October 26, 2000 of an agreement in principle for a new partnership with the Coors
Brewing Company to market and sell the Molson brands in the United States.

Regaining control of the Molson brands in the United States is a key element of
the Corporation’s strategy for future profitable growth outside of Canada and a
major opportunity for creating shareholder value. Effective immediately, Molson
has assumed control of the marketing, advertising, pricing and promotional activi-
ties of its brands in the United States. Regular distributor communication has been
initiated and a major conference is scheduled for the first week of November.

In addition to regaining ownership of its brands in the United States, Molson
has re-established long-standing relationships with both Miller and Foster’s for
Canada as well as confirmed a long-term production agreement with Foster’s for
export to the United States. With Coors, the new partnership for the marketing,
sales and distribution of the Molson brands in the United States extends to key

strategic elements of the Molson/Coors relationship in Canada including:

« The extension of the existing Molson/Coors manufacturing, distribution
and sales agreement in Canada for an indefinite period, the addition of
performance guarantees to Coors as well as the agreement’s extension to cover
the Maritime Provinces;

» New contract brewing for the Molson production of Coors products in Canada,
for distribution to the United States, of up to 800,000 hectolitres annually, an
increase of almost 8% in Molson’s overall volume;

* The Molson/Coors co-development of the light beer category in Canada; and

» The establishment of procurement synergies.

Coors will pay Molson a total cash consideration of US $65 million for a 49.9%
stake in the new partnership while Molson will retain a 50.1% interest, including
full ownership of the Molson brands in the United States. Both transactions are
expected to close by December 31, 2000.
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Report to Shareholders for the six months ended September 3010 2ot

SPORTS AND ENTERTAINMENT

The previously announced process of selling a controlling interest in the Montreal
Canadiens hockey club and the Molson Centre continues and the Corporation is

currently in discussion with a number of interested parties.

Results of the Sports and Entertainment segment are outlined below:

Three months Six months
ended September 30 ended September 30

(8 millions) 2000 1998 2000 1999
Sales and other revenues 18.0 15.9 31.3 8.3
Loss before interest, income taxes,

amortization and the undernoted (1.5) (1.9) (7.0) (7.9)
Amortization of property, plant

and equipment 2.2 2.1 4.3 4.2
Amortization of intangible assets 0.1 0.1 0.2 0.2
Operating loss from hockey operations

and Molson Centre activities

before the undernoted (3.8) an (11.5) (12.3)
NHL expansion proceeds - - 9.0 4.5
Loss before interest and income taxes (EBIT) (3.8) 4.1) (2.5) (1.8)

(i) Inciudes WHL expansion proceeds of $9.0 million for the six months ended September 30, 2000 and $4.5 million for the
comparable period last year.

-

The loss before interest and income taxes from hockey operations and Molson
Centre activities for the three months ended September 30, 2000 was $3.8 million,
compared to a loss of $4.1 million for the same period last year. This reflects an
increased contribution from attractions at the Molson Centre.

Sales and other revenues and EBIT for the six months ended September 30, 2000
include expansion proceeds of $9.0 million related to the addition of the St. Paul,
Minnesota and Columbus, Ohio NHL franchises. Excluding expansion proceeds,
sales and other revenue increased by $4.5 million or 19% reflecting primarily a

$3.5 million increase in attractions revenue compared to the same period a year ago.

~1
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Report to Sharcholders for the six months ended September 30, 2000

OTHER

Effective April 1, 2000 Molson adopted, on a retroactive basis, without restatement
of prior years financial statements, the provisions of the new Canadian Institute of
Chartered Accountants (CICA) handbook section 3461 “Emplovee Future
Benefits” and section 3465 “Income Taxes”. The non-cash charge against retained
earnings relating to implementation of these new accounting pronouncements has

been shown as a reduction to opening retained earnings for the period.

CoMPARATIVE FIGURES

Certain comparative figures have been restated to conform to the current vear's

basis of presentation.

@P‘Uj@mg CV\Q

Eric H. Molson Daniel ]. O'Neill
Chairman of the Board President and Chief Executive Officer
October 31, 2000

8
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Segmented Information — Unaudited

SALES AND OTHER REVENUES

Three months Six months
ended September 30 ended September 30
(8 millions) 2000 1999 2000 1999
Brewing 663.8 676.8 1,341.9 1,338.0
Brewing excise and sales taxes 170.4 178.6 341.3 349.9
493.4 498.2 1,000.6 988.1
Sports and Entertainment 18.0 15.9 31.30 2830
Dther (i) 0.7 0.1 0.8 0.2
5121 514.2 1,038.7 1,016.6 .
EBITDA
Three months Six months
ended September 30 ended September 30
(8 millions) 2000 1999 2000 1999
Brewing 111.9 6530  217.4 159.3 (i
Sports and Entertainment (1.5) (1.9) 200 (3.4)0
Other (1) (8.5) (3.6) (15.3) 8.2)
101.9 59.8 20441 1477
EBIT
Three months Six months
ended September 30 ended September 30
(8 millions) 2000 1999 2000 1999
Brewing 88.6 4140 170.5 112.4 (i)
Sports and Entertainment (3.8) @.1) 2.5 0 (1.8) W
Dther (i) (8.9) - (3.6) (15.4) (8.3)
16.3 33.7 152.6 96.3

(i) Includes NHL expansion proceeds of 9.0 million (1399 — 8§4.5 million).

(i) The caption “other” in the above tables include the net costs of operating the corporate office and maintaining a
public company.

(iii) After deducting a provision for rationalization of $36.0 million.

206



e |

Consolidated Statements of Earnings — Unaudited

Three months
ended September 30

Six months

ended September 30

(Doliars in millions, except per share amounts) 2000 1999 2000 1999
Sales and other revenues $ 682.5 $692.8 $1,380.0 $1,366.5
Brewing excise and sales taxes 170.4 178.6 3.3 3499
512.1 514.2 1,038.7 1.016.6

Costs and expenses
Cost of sales, selling and

administrative costs 410.2 4184 834.6 8329
Provision for rationalization - 36.0 - 36.0
Earnings before interest, income taxes

and amortization 101.9 59.8 204.1 1477
hmortization of property,

plant and equipment 16.0 174 32.5 34.0
Amortization of intangible assets 9.6 8.7 19.0 174
Earning before interest and income taxes  76.3 33.7 152.6 96.3
Net interest expense 16.8 185 351 39.5
Earnings before income taxes 59.5 142 117.5 56.8
Income taxes 26.2 10.4 51.7 31.2
Net earnings from continuing operations 33.3 3.8 65.8 25.6
Net earnings from

discontinued operations - 0.2 - 10
Net earnings $ 33.3 $ 40 | § 658 $ 266
Net earnings per share from

continuing operations $ 0.56 $ 0.06 s 11 $ 043
Net earnings per share $ 0.56 8 0.07 s 11 $ 045

10
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Consolidated Statements of Retained Earnings -~ Unaudited

(Doliars in millions) 2000 1999
Retained earnings at end of prior year $ 557.1 $643.8
Charge against retained earnings as a

result of implementation of new

accounting rules (320.0) -
Retained earnings at beginning of year S 2371 $ 643.8
Net earnings for the current period 65.8 26.6
Dividends (21.4) (21.3)
Retaiaed earnings at September 30 S 281.5 $649.1

S ———————————————

(i) Includes an after-tax charge of $120 million resulting from implementation of the new accounting rules relating to Employee
Future Benefits, including Moison's share of the refaled impact on equity accounted entities and $200 million resulting from

implementation of new accounting rufes relating to Income Taxes.

11
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Consolidated Balance Sheets — Unaudited

(S millions)

45 at September 30 2000 1949
Assets
Current assets
Cash and short-term investments S 106.8 S 393
Accounts receivable 159.0 1716
Inventories 131.2 135.6
Prepaid expenses 41.6 45.5
Current assets of discontinued operations 15.7 1805
, 454.3 542.5
Investments and other assets 138.7 270.6
Property, plant and equipment 1,063.0 11924
Intangible assets 1,379.7 1,293.1
Non-current assets of discontinued operations 27.0 99.7
$3,062.7 $3,398.3
Liabilities
Current liabilities
Bank indebtedness S 9.3 $ 231
Accounts payable and accruals 342.7 306.3
Provision for rationalization costs 68.4 64.4
Taxes payable 114.3 128.2
Dividends payable 10.7 107
Deferred income taxes 29.6 38.7
Gurrent liabilities of discontinued operations 5.6 127.2
580.6 £699.6
Long-term debt 1,086.3 1.165.4
Deferred gain 53.9 60.0
Deferred liabilities 115.0 98.5
Deferred income taxes 419.7 134.6
Non-current liabilities of discontinued operations 55.2 124.0
2,310.7 2.282.1
Shareholders’ equity 752.0 1.116.2
$3,062.7 $3.398.3

12
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Operating Businesses

MOLSON CANADA
175 Bloor Street East, Toronto, Ontario M4W 354
Tel: (416) 975-1786 Fax: (416) 975-4088

SPORTS AND ENTERTAINMENT

Molson Centre

1260 de La Gauchetiére Street West, Montréal, Québec H3B 5ES8
Tel: (514) 932-2582 Fax: (514) 989-2891

INVESTOR RELATIONS
Institutional investors, brokers, security analysts and others

desiring financial information about Molson Inc. should contact:

John Paul Macdonald
Vice President, Corporate Affairs, Molson Inc.
1555 Notre-Dame Street East, Montréal, Québec H2L 2R5

Si vous désirez recevoir ce rapport en frangais,
veuillez vous adresser au Secrétaire,
1555, rue Notre-Dame Est, Montréal (Québec) H2L 2R5

REGISTERED AND EXECUTIVE OFFICE
1555 Notre-Dame Street East, Montréal, Québec H2L 2R5
Tel: (514) 597-1786

REGISTRAR AND TRANSFER AGENT

CIBC Mellon Trust Company,

Halifax, Montreal, Toronto, Winnipeg, Regina, Calgary and Vancouver
Answerline™: 1 800 387-0825

E-mail: enquiries@cibcmellon.ca Website: www.cibcmellon.ca

O

This report was printed on recycied, acid-free paper made from 100% recycled fibre.
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. MOLSON ING.

Delivering on Commitments

N ‘Report to Sharcholders
for the third quarter ended December 31, 2000




MoLsoN THIRD QUARTER HiGcHLIGHTS ()

(i)

Earnings from continuing operations up 43% to $24.1 million
Earnings per share from continuing operations increased

42% to $0.40 from S0.28 per share

Brewing operating profit up 15.2%

Cash flow from continuing operations increased 8% to $59.5 million
Cash flow per share from continuing operations increased

8% from $0.93 to $1.00 per share

Completed acquisition of the Bavaria brand and brewing

facilities in Brazif ()

Regained 100% ownership of Molson brands in the United States ("
Entered into new U.S. partnership arrangement with

Coors Brewing Company (/

Compared with the third quarter last year. excluding & non-cash $25.5 million reduction in income tax expense recorded in the
current period to reflect changes in enacted future income tax rates and excluding the after-tax provision for rationalization of

$126.0 million recorded in October 1999,

The consolidaled balance shee! at December 31, 2000 includes items relating to these transactions, including incremental debt
incurred. Given the timing of these acquisitions, at the end of the third quarter, no incremental earnings impact arising as a result

of these transactions has been recorded in the financial statements.
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Report to Shareholders for the third quarter ended December 31, 2000

OVERVIEW
Three months Nine months
ended December 31 ended December 31
(§ millions, excep! per share information) 2000 1999 2000 1993
Sales and other revenues 644.3 6234 2,024.3 1.989.9
Brewing excise and sales taxes 149.0 1512 490.3 5011
' 495.3 4729 1,534.0 14888

Earnings before provisions for rationalization,

interest, income taxes and amortization 83.8 79.2 287.9 2629
Provisions for rationalization - 188.0 - 224.0
Earnings (loss) before interest,

income taxes, and amortization (EBITDA) 83.8 (108.8) 287.9 38.9
Amortization of property, plant and equipment  14.1 155 46.6 49.5
Amortization of intangible assets 9.5 8.7 28.5 26.1
Earnings (loss) before interest and

income taxes (EBIT) (@ 60.2 (133.0) 212.8 (36.7)
Net interest expense 17.2 19.7 52.3 53.2
Income tax expense (recovery) (i (6.6) (43.6) 45.1 (12.4)
Net earnings (loss) from continuing operations  49.6 (109.1) 115.4 (83.5)
Net earnings from discontinued operations - 0.4 - 14
Net earnings (loss) 49.6 (108.7) 115.4 (82.1)
Basic net earnings (loss) per share

Continuing operations 0.83 (1.84) 1.94 (1.41)

Discontinued operations - - - 0.02

Total 0.83 (1.84) 1.94 (1.39)
Cash flow from continuing operations §9.5 54.9 211.7 188.2
Cash flow per share from

continuing operations 1.00 0.93 3.56 3.18
Dividends per share 0.18 0.18 0.54 0.54
Outstanding shares (i) 59.7 59.3 59.7 59.3
Weighted average outstanding shares () 59.7 59.3 59.5 59.2
Weighted average fully-diluted

shares outstanding (i) 62.2 62.2 61.9 61.9

(i} Inciudes NHL expansion proceeds of $9.0 million for the nine months ended December 31, 2000 and $4.5 million
for the comparable period fast year.
(i) The three and nine months ended December 31, 2000 include a non-cash reduction of $25.5 million to future
income tax liabilities and income tax expense which reflect changes in enacted future tax rates in accordance with the
provisions of (104 handbook section 3465,
(iii) Number of outstanding Class *A" non-voting shares and Class “B" common shares (millions).

i
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Report to Shareholders for the third quarter ended December 31, 2000

On a comparable basis, net earnings from continuing operations for the three
months ended December 31, 2000 increased 43%, to $24.1 million, or $0.40 per
share, compared with $16.9 million, or $0.28 per share in the corresponding period
last year, excluding the $25.5 million adjustment to income taxes to reflect changes
in enacted tax rates and excluding the after-tax impact of the $188 million
provision for rationalization recorded in the third quarter last vear. This strong
performance reflects the combined impact of Molson's execution of its brewing
strategy, consumer price increases, and production efficiencies. Other contribut-
ing factors include lower net interest expense and a lower effective tax rate.

On a normalized basis, our net earnings from continuing operations for the
nine months ended December 31, 2000 were $83.6 million or $1.41 per share,
an increase of 33% compared to $62.7 million or $1.05 per share for the same
period last year.

The tables below show our net earnings and earnings per share on a normalized

basis for the three and nine months ended December 31, 2000.

Net earnings Net earnings per share
three months ended three months ended
December 31 December 31
(8 millions — except per share information) 2000 1999 2000 16499
Net earnings (loss) from continuing
operations as reported 49.6 (109.1) $0.83 $(1.84)
After-tax adjustments to arrive at
normalized net earnings:
Tax adjustment related to changes in
enacted future tax rates (25.5) - (0.43) -
Provision for rationalization - 126.0 - 2.12
Net earnings from continuing
operations — normalized ' 24.1 168 $0.40 $0.28
Percentage change 43% 42%

———————————————t—
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Report to Shareholders for the third quarter ended December 31, 2000

Net earnings Net earnings per share
nine months ended nine months ended
December 31 December 31
(S millions — except per share information) 2000 1999 2000 1999

Net earnings (loss) from continuing
operations as reported 115.4 (83.9) $1.94 S (1.47)

After-tax adjustments to arrive at
normalized net earnings:

Tax adjustment related to changes in

gnacted future tax rates (25.5) - (0.43) -
Provisions for rationalization - 149.4 - 2.52
NHL expansion proceeds (6.3) 3.2) (0.10) (0.06)
Net earnings from continuing

operations - normalized 83.6 62.7 $ 1.41 $ 1.06
Percentage change 33% 34%

Cash flow from continuing operations, before working capital adjustments, for the
three months ended December 31, 2000 was $59.5 million or $1.00 per share,
compared to $54.9 million or $0.93 per share for the same period last year. For the
nine months ended December 31, 2000, cash flow from continuing operations,
before working capital adjustments, was $211.7 million, a portion of which was
used to repay $74.5 million of long-term debt, and to fund the repurchase of the
Molson brands in the United States.

Net interest expense for the three months ended December 31, 2000 was
$17.2 million, $2.5 million lower than the prior year, reﬂecting the reduction in
average net debt compared to the same period a year ago.

The tax recovery for the third quarter includes a $25.5 million reduction of
future income tax liabilities resulting from enactment of the decrease in future tax
rates announced in the February 2000 Federal Budget and the October Federal
Economic Statement and Budget. As required by the new CICA handbook section
3465, future income taxes must be measured using the income tax rates and
income tax laws that, at the balance sheet date, are expected to apply when the
liability is settled or the asset is realized. For the nine months ended December 31,

2000 the effective tax rate on earnings from continuing operations, excluding the
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Report to Shareholders for the third quarter ended December 31, 2000

impact of the $25.5 million adjustment relating to changes in enacted future tax
rates, was 44% compared with 48.6%, excluding the provision for rationalization
costs for the same period last year. The decrease is largely attributable to imple-
mentation of the new CICA handbook section 3465 and reduced statutory tax rates.

REVIEW OF OPERATIONS

BREWING
Three months Nine months
ended December 31 ended December 31
(8 millions) 2000 1999 2000 1939
Sales and other revenues 588.5 568.2 1,930.4 1,906.2
Excise and sales taxes 149.0 151.2 490.3 501.1
439.5 4170 1,440.1 1,405.1
Earnings before provisions for rationalizatiovn.
interest, income taxes, and amortization 89.1 80.6 306.5 2759
Amortization of property,
plant and equipment 1.9 133 40.1 43.0
Amortization of intangible assets 9.4 8.5 28.1 25.1
Earnings before provisions for rationalization,
interest and income taxes 67.8 58.8 238.3 207.2
Provisions for rationalization - 188.0 - 2240
Earnings (loss) before interest and
income taxes (EBIT) 67.8 (129.2) 238.3 (16.8)
Percentage change — EBIT before
provisions for rationalization 15.2% 15.0%
. — mver—— — m—

Brewing earnings before provisions for rationalization, interest and income taxes
increased by 15.2% to $67.8 million for the three months ended December 31, 2000
and by 15.0% to $238.3 million for the nine months ended December 31, 2000.
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Report to Shareholders for the third quarter ended December 31, 2000

INDUSTRY VOLUME AND MOLSON MARKET SHARE
Total industry sales volume in Canada, including sales of imported beer, increased
by 0.1% to 5.0 million hectolitres, during the three months ended December 31,
2000 compared with the corresponding period last vear. Molson's total volume in
Canada decreased by 1.0% to 2.3 million hectolitres during this same period.

For the nine months ended December 31, 2000, total industry sales volume
decreased by 1.1% to 16.5 million hectolitres, while Molson Canada’s volume
decreased by 1.3% to 7.4 million hectolitres.

MOLSON ESTIMATED MARKET SHARE (%) Three months Nine months
ended December 31 ended December 31
2000 1999° 2000 1999°
Including sales of imports
Canada 45.0 455 45.0 25,1
Quebec — Atlantic 42.7 43.6 42.3 42.2
Ontario — West 46.3 465 46.4 46.7

* Market share information for the three and nine months ended December 31, 1999 has besn restated to reflect updated
industry volumes.

Molson Canada’s average estimated market share of all beer sold in Canada
decreased marginally by 0.1 share points to 45.0% for the nine months ended
December 31, 2000, compared to the same period a year ago. This reflects a
0.9 share point increase in core brand performance offset, by a decline in non-core
brands, and the Corporation’s strategy to diminish its presence in certain unprof-
~ itable draft beer markets.

Our estimated market share for the three months ended December 31, 2000
declined 0.5 share points compared to the same period a year ago. The decline
in the Ontario-West region reflects primarily our decision not to pursue unprof-
itable draft business. The decline in Quebec-Atlantic region for the quarter
reflects a 1.3 share point increase in core brands which was offset by a decline in

non-core brands.
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Report to Shareholders for the third quarter ended December 31, 2000

BRAZIL

On November 7, 2000 Molson announced its entry into the South American
beer market with the signing of a conditional agreement for the purchase of the
Bavaria brand and certain brewing facilities, from Companhia de Bebidas das
Américas (AmBev).

Under the terms of the agreement, which was concluded effective December
21, 2000, Molson acquired Bavaria, SA, whose assets include the Bavaria brand
and five breweries, for an initial payment of US $98 million, with the balance of the
purchase price contingent on increased market share performance. Additional
purchase price installments are dependant on the attainment of certain market
share thresholds and the total purchase price could reach the equivalent of US
$213 million (at December 31, 2000 exchange rates) within five vears if the Bavaria
brand market share reaches a level of 6.5%. As part of the transaction, Molson has
gained access to the AmBev distribution network for a minimum of four vears with
Bavaria, SA having the option to extend the period to ten vears. The Bavaria brand
currently has a market share of approximately 3.4% or 3 million hectolitres.

The Brazilian beer market is four and a half times the size of the Canadian
market with an estimated annual production of 88 million hectolitres. Presently
ranked fourth, Brazil is expected to surpass Germany to become the third
largest beer market in the world with an annual growth rate more than four times
that of Canada.

UNITED STATES
Effective December 29, 2000, Molson completed the previously announced trans-
action with Miller Brewing Company and Foster’s Brewing Group for the repur-
chase of the rights to the Molson brands in the United States for US $133 million.
This was followed by the completion, on January 2, 2001, of the sale of a 49.9%
interest in its U.S. business (Molson 2000 LLC), to Coors Brewing Company for
total cash consideration of US $65 million. Offices for Molson 2000 LLC, the
dedicated business unit with responsibility for Molson brands in the United States,
have been established in Golden, Colorado.

In addition to these transactions involving its brands in the United States,
Molson has re-established license agreements covering both Miller and Foster’s

products in Canada and has also confirmed a long-term production agreement

7

—
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Report to Sharehoelders for the third quarter ended December 31, 2000

with Foster’s for export to the United States. Molson’s new partnership with Coors
for the marketing, sales and distribution of the Molson brands in the United States
extends to kev strategic elements of the Molson/Coors relationship in Canada.
Given the timing of the Brazil and U.S. transactions described above, certain
information necessary to finalize the purchase equations is not currently
available. The purchase equations will be adjusted, as necessarv, as this informa-

tion becommes available.

SPORTS AND ENTERTAINMENT

On January 31, 2001 the Corporation announced a new majority owner for the f
Montreal Canadiens and sale of the Molson Centre. Colorado businessman
George N. Gillett Jr. will purchase an 80.1% controlling interest in the hockey
team and 100% of the Molson Centre in a deal valued at $275 million. The trans-
action is subject to final documentation and regulatory approvals, including that of

the National Hockey League Board of Governors.

Results of the Sports and Entertainment segment are outlined below: I
Three months Nine months
ended December 31 ended December 31

(8 millions) _ 2000 1999 2000 1999
Sales and other revenues 55.8 55.2 93.1 83.5
Earnings (loss) before interest, income taxes,

amortization and the undernoted 2.5 3.3 (4.5) (4.6)
Amortization of property. plant and equipment 2.1 2.1 6.4 6.3
Amortization of intangible assets 0.2 02 0.4 0.4

Operating profit (loss) from hockey operations

and Molson Gentre activities
. before the undernoted 0.2 1.0 (11.3) (11.3)
- NHL expansion proceeds - - 5.0 4.5

Earnings (loss) before interest
and income taxes (EBIT) 0.2 1.0 (2.3) (6.8)

— s —

(i) Includes NHL expansion proceeds of §9.0 million for the nine months ended December 31, 2000 and $4.5 million for the
comparable period last year,
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Report to Shareholders for the third quarter ended December 31, 2000

Operating profit before interest and income taxes from hockev operations and
Molson Centre activities for the three months ended December 31, 2000 was
$0.2 million compared to an operating profit of $1.0 million for the same period
last year. This reflects the impact of costs related to hockey operations personnel
changes and lower ticket sales, offset in part by incremental operating profit arising
from two additional home games and increased profit contributions from
entertainment events and food and beverage sales.

Sales and other revenues and EBIT for the nine months ended December 31,
2000 include expansion proceeds of $9.0 million related to the addition of the
St. Paul, Minnesota and Columbus, Ohio NHL franchises. Excluding expansion
proceeds, sales and other revenues increased by $5.1 million or 6% reflecting
primarily a $3.6 million increase in entertainment and food and beverage revenue

as well as two more home games compared to the same period a vear ago.

OTHER

Effective April 1, 2000 Molson adopted, on a retroactive basis, without restatement
of prior years financial statements, the provisions of the new Canadian Institute of
Chartered Accountants (CICA) handbook section 3461 “Emplovee Future
Benefits” and section 3465 “Income Taxes”. The non-cash charge against retained
earnings relating to implementation of these new accounting pronouncements has

been shown as a reduction to opening retained earnings for the period.

COMPARATIVE FIGURES

Certain comparative figures have been restated to conform to the current year’s

basis of presentation.

v -

@ng W\%:R

Eric H. Molson Daniel . O'Neill
Chairman of the Board President and Chief Executive Officer

January 31, 2001
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Segmented Information — Unaudited ]
SALES AND OTHER REVENUES ?J
Three months Nine months '
ended December 31 ended December 31 :
(8 miflions) 2000 1999 2000 1999
Brewing 588.5 568.2 1,930.4 1,906.2
Brewing excise and sales taxes 149.0 151.2 490.3 501.1
439.5 N0 | 14801 14051 ‘
Sports and Entertainment (7 55.8 55.2 93.1 83.5
Other - - 0.8 0.2
495.3 4722 1,534.0 1,488.8
EBITDA
Three months Nine months
ended December 31 ended December 31
(8 millions) 2000 1939 2000 1999
Brewing 89.1 (107.4) @ 306.5 51.9 (i)
Sports and Entertainment () 2.5 33 4.5 0.1)
Other (%) (1.8) 40 (23.1) (12.9)
83.8 (108.8) 287.9 389
EBIT
Three months Nine months
gnded December.Sl ended December 31
(8 millions) 2000 1999 2000 1999
Brewing 67.8 (129.2) @ 238.3 (16.8) @
Sports and Entertainment (¥ 0.2 1.0 (2.3) (6.8)
Other (W) (7.8) (4.8) (23.2) (13.1)
60.2 (133.0) 212.8 (36.7)

————

(i) Nine months ended December 31, 2000 includes NHL expansion proceeds of $9.0 million (1999 — $4.5 million).
(ii) After deducting a provision for rationalization of 8188 million for the three months ended December 31, 1999.
(iif) After deducting provisions for ratignalization totalling 8224 million for the nine months ended December 31, 1998
(iv) The caption “other™ in the above tables include the net costs of operaling the corporate office and maintaining

& public company.

10

222



Three months
ended December 31

Consolidated Statements of Earnings — Unaudited

Nine months
ended December 3t

(Doflars in millions. éxcept per share amounts) 2000 1999 2000 1999
Sales and other revenues S 644.3 $ 6234 [ $2,024.3 $19899
Brewing excise and sales taxes 149.0 1512 490.3 9011
| 495.3 4722 1,534.0 14838

Costs and expenses
Cost of sales, selling

and administrative costs 411.5 393.0 1,246.1 1,2259
Provisions for rationalization - 188.0 - 224.0
Earnings (loss) before interest,

income taxes and amortization 83.8 {108.8) 287.9 38.9
Amortization of property, :

plant and equipment 14.1 159 46.6 49.5
Amortization of intangible assets 9.5 8.7 28.5 26.1
Earning (loss) before interest

and income taxes 60.2 (133.0) 212.8 (36.71)
Net interest expense 11.2 19.7 52.3 59.2
Earnings (loss) before income taxes 43.0 (192.7) 160.5 (95.9)
income tax expense (recovery) (* (6.6) (43.6) 45.1 (12.4)
Net earnings (loss) from

continuing operations 49.5 (108.1) 115.4 {83.5
Net earnings from discontinued

operations - 04 - 14
Net earnings (loss) S 49.6 $(1087) | S 115.4 § (621)
Net earnings (loss) per share from

continuing operations S 0.83 $ { $ 194 $ (141
Net earnings (loss) per share $ 0.83 $ S 194 $ (1.39)

223

(i) The three and nine months ended December 31, 2000 include a non-cash reduction of $25.5 million to refiect changes
in enacted future tax rates in accordance with the provisions of CICA section 3465.




Consolidated Statements of Retained Earnings — Unaudited

{Dollars in millions) 2000 1999
Retained earnings at end of prior year $ 557.1 § 643.8
Charge against retained earnings as a

result of implementation of new

accounting rules (7 (320.0) -
Retained earnings at beginning of year $ 2371 S 6438
Net earnings (loss) for the current period 115.4 (82.1)
Dividends (32.1) (32.0)
Retained earnings at December 31 $ 320.4 § 529.7

(i) Includes an after-tax charge of $120 million resulting from implementation of the new accounting rules relating to Employee
Future Benefits, including Molson's share of the related impact on equity accounted enlities and S200 million resulting from
implementation of new accounting rules relating to Income Taxes.

12
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Consolidated Balance Sheets — Unaudited

(Doiiars in millions)

4s at December 31 2000 1999
Assets
Current assets
(ash and short-term investments § 835 § 227
Accounts receivable 220.4 213.3
Proceeds receivable from the sale of @ 49.9%
interest in Molson 2000 LLO 97.5 -
inventories 140.6 134.8
Prepaid expenses 31.7 38.9
Current assets of discontinued operations 14.7 8.2
594.4 4179
Investments and other assets 95.5 2418
Property, plant-and equipment 1,197.4 1.064.5
Intangible assets 1,524.0 1,284.4
Non-current assets of discontinued operations 21.0 58.7
$3,438.3 $3.0743
Liabilities
Current liabilities
Bank indebtedness $ - $§ 230
Accounts payable and accruals 380.9 201.9
Provision for rationalization costs 58.4 100.5
Taxes payable 129.9 138.7
Dividends payable 10.7 10.7
Future income taxes 37.2 282
Current liabilities of discontinued operations 5.6 5.8
622.7 578.8
Long-term debt 1,404.7 1.164.4
Deferred gain 52.3 58.4
Deferred liabilities 108.0 96.6
Future income taxes 399.9 97.4
Non-current liabilities of discontinued operations 54.2 80.6
2,641.8 2,076.2
Shareholders’ equity 796.5 998.1
$ 3,438.3 $ 3.0743

e e e e o]

Since the purchase price allocation process relating to acquisitions completed toward the end of the third quarter is not
complete, amounts assigned to the assets acquired and liabilities assumed as part of these transactions are subject to revision.

13
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Consolidated Cash Flow Statements — Unaudited

(Doliars in millions)

in Molson 2000, LLC.

14
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() Excluding 897.5 million received from Coors Brewing Company on January 2, 2001 in respect of the sale of 3 49.9% interest

Ning months ended December 31 2000 1999
Operating activities
Net earnings (loss) from continuing operations S 115.4 § (83.9)
Provisions for rationalization - 2240
Amortization of property, plant and equipment 46.6 49.5
Amortization of intangible assets 28.5 26.1
future income taxes 23.9 (21.8)
Other 2.7) (6.1)
Cash provided from operations M7 188.2
Provided from (used for) working capital 42.5 (371.0)
Rationalization costs (39.2) (25.0)
{lash provided from operating activities 215.0 126.2
Investing activities
Additional investments in Brewing net assets (7 (357.6) -
Additions to property, plant and equipment (23.3) (21.6)
Additions to investments and other assets (5.1) (12.8)
Proceeds from disposal of investments and other assets 35.9 3.8
Other (27.3) (14.5)
Cash used for investing activities (377.4) (45.1)
Financing activities
Increase in long-term debt 319.0 300.1
Reduction in long-term debt (74.5) (408.1)
{ash dividends paid (29.9) (29.1)
Other 5.4 13
Gash provided from (used for) financing activities 220.0 (135.8)
Increase (decrease) in net cash from continuing operations 57.6 (64.7)
Increase in net cash from discontinued operations 0.7 11.9
Increase (decrease) in net cash 58.3 {42.8)
Net cash, beginning of period 25.2 425
Net cash (bank overdraft), end of period S 835 $ (03
Net cash (bank overdraft), consists of:
(ash and cash equivalents $ 835 $ 227
Bank overdraft - (23.0)
Net cash (bank overdraft), end of period $ 835 $ (0.3)




Operating Businesses

MOLSON CANADA
175 Bloor Street East, Toronto, Ontario. M4W 354
Tel: (416) 975-1786 Fax: (416) 975-4088

SPORTS AND ENTERTAINMENT

Molson Centre

1260 de La Gauchetiere Street West, Montréal, Québec H3B SES
Tel: (514) 932-2582 Fax: (514) 989-2891

INVESTOR RELATIONS
Institutional investors, brokers, security analvsts and others

desiring financial information about Molson Inc. should contact:

John Paul Macdonald
Vice President, Corporate Affairs, Molson Inc.
1555 Notre-Dame Street East, Montréal, Québec HZL 2R5

Si vous désirez recevoir ce rapport en francais,
veuillez vous adresser au Secrétaire,

1555, rue Notre-Dame Est, Montréal (Québec) H2L 2R5

REGISTERED AND EXECUTIVE OFFICE
1555 Notre-Dame Street East, Montréal, Québec H2L 2R5
Tel: (514) 597-1786

REGISTRAR AND TRANSFER AGENT

CIBC Mellon Trust Company,

Halifax, Montréal, Toronto, Winnipeg, Regina, Calgary and Vancouver
Answerline™: 1 800 387-0825

E-mail: enquiries@cibemellon.ca Website: www.cibemellon.ca

o

This report was printed on recycled, acid-free paper made from 100% recycled fibre.
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File no. 82-2954
c8641

r £ BC-a-Molson-joins-Index 05-28 0251
News release via Canada NewsWire, Montreal 514-878-2520

Attention Business Editors:
Molson Joins S&P/TSE 60 Index

MONTREAL, May 28 /CNW/ - Molson Inc. today confirmed that Standard &
Poor's Canadian Index Operations has announced the addition of Molson to the
S&P/TSE 60 Index. The addition of Molson to this major Canadian portfolio
index is a reflection of the Corporation's successful corporate strategy to
increase shareholder wvalue.

"We are pleased to see Molson in the S&P/TSE 60 Index,"” said Daniel J.
O'Neill, Molson President and Chief Executive Officer. "With a record of
strong profitable growth as illustrated by initiatives such as our focus on
Canadian core brands, the repurchase of our brands in the United States as
well as the opening of a major international growth opportunity in Brazil, we
represent excellent value for those funds that benchmark or track this index.®

In addition to the S&P/TSE 60 Index, Molson has also been added to the
S&P Global 1200 and the S&P/TSE 60 Capped Indices in the Consumer Staples
sector. The S&P/TSE 60 Index is Canada's largest index and contains the most
heavily traded companies.

Molson (TSE: MOL.A) is Canada's pre-eminent brewer with more than
$2.5 billion in annual sales. Founded in 1786, Molson is North America's
oldest beer brand and a global brand name with products that include Molson
Canadian, Molson Export, Molson Dry, Rickard's and the Brazilian beer brand,
Bavaria.

%SEDAR: 00001968EB

-0- 05/28/2001

/For further information: John Paul Macdonald, Vice President, Corporate
Affairs, Molson Inc., (514) 590-6345/

(MOL.A. MOL.B.)

CO: Molson Inc.
ST: Quebec
IN: FOD

-30-

CNW 13:46e 28-MAY-01
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= Annual Meeting and
Management Proxy Circular




NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

Any shareholder who will not be attending the meeting in person is asked to complete, date and sign the
enclosed form of proxy and return it to the Corporation in the enclosed stamped envelope.

The 2001 Annual Meeting of Shareholders of Molson Inc. will commence at |1:00 am. (Montreal time) on
Wednesday, June 27,2001 in the John Moison Room located at 1670 Notre-Dame Street East, Montreal, Quebec
for the following purposes:

receiving the financial statements and the Auditors report for the year ended March 31,2001:
electing the Directors;

appointing Auditors and authorizing the Directors to fix their remuneration:

transacting any other business properly brought befora the meeting.

Howr

BY ORDER of the Board of Directors,

Marie Giguére

Senior Vice President,
Chief Legal Officer and Secretary

May 9, 2001
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MANAGEMENT PROXY CIRCULAR information as ¢f Mazy €0 2001 urless ¢t

%)

R

[EORNTY

Solicitation of Proxies

This Circular is provided in connection with the solicitation of proxies by the management of Molson Inc. (the
“Corporation”) for use at the annual meeting of shareholders or any adjournment of the meeting The meeting will be
held at | 1:00 am. on Wednesday, june 27.2001 for the purposes set out in the attached Notice of Annual Meeting,
The solicitation will be primarily by mail, but proxies may also be solicited by telephone or other personal contact by
employees or agents of the Corporation at nominal cost. Solicitation costs will be bome by the Corporation.

Appointment of Proxy

The persons named in the enclosed proxy form as your potential proxyholders are directors of the Corporation,
You may appoint a person other than the Corporation’s directors designated in the enclosed proxy form to
attend and act for you at the meeting. To do so, please insert your appointee’s name in the blank space pro-
vided in the proxy form and strike out the other names, or complete another proper proxy form.The Corporation
must receive proxies at 1555 Notre-Dame Street East, Montréal, Québec H2L 2R5 not later than 5:00 p.m.on
the last business day before the day of the meeting or any adjournment thereof.

Revocation of Proxy

You can revoke your proxy in any manner permitted by law. This includes depositing a written statement signed by
you {or by an attorney authorized by you in writing) at the registered office of the Corporation at 1555 Notre-Dame
Street East. Montréal, Québec H2L 2RS at any time up to and including the last business day before the day of the
meeting or any adjournment, or with the Chairman of the meeting on the day of the meeting or any adjournment.

Confidential Voting

CIBC Mellon Trust Company counts and tabulates proxies in a manner that preserves the confidentiality of individ-
val shareholder votes. Proxies will not be submitted to management unless: (a) there is a proxy contest; (b) the proxy
contains comments clearly intended for management; or (c) it is necessary to determine a proxy's validity orto enable
management and/or the board to meet their fegal obligations to shareholders or to discharge their legal duties to
the Corporation.

MM CMARL TR,

Voting Shares
As at May 9, 2001, there were 47,792.203 Class "A" non-voting shares and | 1,977,967 Class "B” common shares
outstanding. The only fully voting shares of the Corporation are the Class “B” common shares.

Each Class "A" non-voting share registered in your name in the list of the holders of Class A" non-voting shares
entitles you to vote to elect three members of the Board of Directors, voting separately as a class. Each Ciass "B
common share registered in your name in the list of holders of Class “B” common shares entitles you to vote on
all matters before the meeting other than the election of the three directors to be elected by holders of Class
"A" A" non-voting shares.

Both the list of holders of Class A" non-voting shares and the list of holders of Class “B" common shares will be
prepared as of the close of business on May 23, 2001. Shares acquired after carry the right to vote at the meet-
ing if the holder can provide proof of ownership and has notified the Secretary of the Corporation in writing at
the address of the registered office given above at least ten days before the meeting.
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Principal Shareholders

The only shareholders who, as of May 9, 2001, owned beneficially. or exercised control or direction over more
than 0% of either the total outstanding Class "A’" non-voting shares of the Corporation or the total outstanding
Class "B" common shares of the Corporation, are E.H. Molson®, Chairman of the Board, and a director of the
Corporation, who controis 4,000,000 Class "B"” common shares or 33.39 % of the tota! outstanding Class "B com-
mon shares of the Corporation and the Estate of the late TH.P. Molson, a family estate trust of which Messrs. E. H.
Molson and S.T. Molson are trustees, who holds 1,203,600 Class “B” common shares or {0.05 % % of the total
outstanding Class "B" common shares of the Corporation.

The Corporation has been advised that certain companies controlled by members of the Molson family or by estates
ortrusts”, the beneficiaries of which are members of the Molson family. and which control, directly or indirectly, more
than 50% of the Class “B" common shares, are parties to an agreement which provides that such shareholders will
not transfer their Class “B" commeon shares nor convert them into Class "A’” non-voting shares. They have also agreed
not to tender their Class “B'' common shares to a takeover bid and have authorized certain family representatives to
deliver notices and to take other actions necessary in connection with the agreement not to tender such shares to
a takeover bid. The Corporation has been advised by certain parties to the agreement, holding in excess of 50 % of
the Class "B" Common Shares, that they intend to renew it.

How Your Proxies Will Be Used
Shares represented by a proxy in favour of management will be voted or withheld from voting on votes that take
place at the annual meeting, in accordance with the instructions given by the shareholder.

If no instructions are indicated, each Class “A" non-voting share will be voted (a) for the election of the three
individuals listed under the heading “Nominees for Election by Holders of Class "A” Non-Voting Shares™ on
page 4 and (b) at the proxyholder's discretion in respect of amendments to the foregoing matter or any other
business that may properly be brought before the meeting on which the holders of Class “A” non-voting shares
are entitled to vote.

If no instructions are indicated, each Class "B"” common share will be voted: (a) for the election of the nine direc-
tors listed under the heading “Nominees for Election by Holders of Class “B" Common Shares” on page 5: (b)
for the appointment of the auditors PricewaterhouseCoopers LLP; and (c) at the proxyholder's discretion in
respect of amendments to any of the foregoing matters or on any other business that may properly be brought
before the meeting.

* Of the 4,000,000 Class "B common shares controlled by E. H. Molson. he beneficially owns 2.400.000 of such Class “B" common ‘shares through his
associgte Lincolnshire Holdings Ltd. and controls 1.600,000 of such Class "B cornmon shares through Pentiond Securites (1981 Inc. which 1s an gsso-
ciate of both Messrs. E. H. Molson and 3.T. Molson. Mr. S.T. Malson beneficially owns 1.000.000 Class “B” common shares through his associate, Nooya
Investments Limited. Mr. R 1. Molson beneficially owns 1,136.710 Class “B” common shares through The Swiftsure Setdement.
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Twelve Directors are to be elected to serve until the close of business of the 2002 Annual Meeting or until they cease
10 hold office as such. Holders of Ciass "A" non-voting shares will elect three directors and holders of Class "B” com-
mon shares will elect nine directors.

Class “A’ Non-voting Shares

The proxy form for holders of Class “A" non-voting shares provides for instructions from the holder 1o withhold
from voting for any or all of the three nominees for election as directors. Unless a proxy specifies that the Class
“A” non-voting shares it represents should be withheld from voting in the election of the three director nom-
inees, the proxyholders named in the accompanying proxy intend to use it to vote for the election of the three
director nominees under the heading “Nominees for Election by Holders of Class "A” Non-Voting Shares™ on
page 4. -

Class “B” Common Shares

The proxy form for holders of Class "B” common shares provides for instructions from the holder to withhold
from voting for any or all of the nine nominees for election as directors. Unless a proxy specifies that the Class
“B” common shares it represents should be withheld from voting in the election of the nine director nomi-
nees, the proxyholders named in the accompanying proxy intend to use it to vote for the election of the nine
director nominees under the heading “Nominees for Election by Holders of Class “B” Common Shares” on
page 5.

All of the nominees are now directors and have been since the dates indicated below. The Directors expect that
each of the nominees will be able to serve as a director. However, if any nominee became unable to serve as a
director for any reason prior to the meeting, the proxyholders reserve the right 10 vote the shares represented
by proxy for another nominee at their discretion, unless the proxy specifies that the shares are 1o be withheld from
voting for all of the director nominees.
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DIRECTOR PROFILES

The profiles below provide information on the nominees for election as directors.

Nominees for Election by Class “A’ Shareholders (Non-Voung Shares)

Dr. Lloyd 1. Barber, C.C.
Director since June 22, 1978 ~ Age: 69, Reging Beach. Saskatchewan

Lloyd Barper is President Emeritus of the University of Regina. having had a distinguished academic career. He serves and has
served as a director of many prominent Canadian companies including the Bank of Nova Scotia, CanWest Global Communications
and Cominco, and on the boards of numerous community and other crganisations including the Canadian Museum of Nature,
the Institute for Saskatchewan Enterprise, the Working Venture Canadian Fund inc. and the Canadian Polar Commission.
Dr. Barber obtained his M.B.A. from the University of California at Berkeley and his Ph.D. from the University of Washington.

Dr, Barber chairs the Audit and Finance Commuttee and the Pension Fund Committee. He also serves as a member of the
Environment, Health and Safety Committee.

Shareholdings: Class A: 8,145 Deferred Share Units: 1,671
Class B: none

Matthew W. Barrert, O.C.
Director since October 14, 1992 ~ Age: 56, London, Englond

Matthew Barrett is Group Chief Executive of Barclays in London. He served as Chairman and Chief Executive Ofiicer of the
Bank of Montreal from 1989 to 1999. He is a graduate of the Advanced Management Program at Harvard Business School.

Mr. Barrett chairs the Human Resources and Corporate Governance Committee ("HRCGC") and serves as a member of the
Executive Committee and the Audit and Finance Committee.

Shareholdings: Class A: 1,244 Deferred Share Units: 8216
Class B none

Daniel W. Colson
Director since May 8, 1997 — Age: 54, London, England

Daniel Colson is Vice-Chairman of Hollinger International inc., a global newspaper and magazine publisher. He is also Deputy
Chairman and Chief Executive Officer of Telegraph Group Limited in London, England,Vice-Chairman of Hollinger inc.. Hollinger
Canadian Newspapers G.P Inc., Hollinger Digital Inc.. Interactive Investor International pic and Chairman of Hollinger Telegraph
New Media Ltd. Other directorships include Argus Corporation Ltd. The Ravelston Corporation Ltd. Hellespont Shipping
Corporation and The Spectator (1828) Limited. He obtained his B A. from Loyofa College and his LLL. from Laval University and
is a member of the Canadian Bar Association.

Mr. Colson serves as a member of the Audit and Finance Committee and Human Resources and Corporate Governance
Committee.

Shareholdings: Class A 2,799 Deferred Share Units: 8569
Class B: none




Nominees for Election by Class “B’ Shareholders (Common Shares)

Luc Beauregard, C.M.
Director since May 8. 1997 - Age: 59, Montréai. Québec

Luc Beauregard is founding Chairman and Chief Executive Officer of NATIONAL Public Relations, Canada’s largest public relations
firm with offices across the country. He is a Director of the St Hubert Group and of 3-Soft A member of the Order of Canada, he
is Chairman of the College of Fellows and former President of the Canadian Public Relations Society. He is a governor of the
Conseil du patronat du Québec, and of the Conseil patronal de I'erwironnement du Québec. '

Mr. Beauregard chairs the Environment, Health and Safety Committee.

Shareholdings: Class A: 380 Deferred Share Units: 5939
Class B none

Jean Béliveau, C.C.
Director since june 22, 1978 - Age: 69, Longueuil, Québec

Jean Béliveau had 2 distinguished eighteen-year career with the Montreal Canadiens. serving as Captain from 1961-71, during’

which he was awarded the Art Ross Trophy. the Hart Trophy and the Conn Smythe Trophy. Following his hockey career, he served
as an executive with Le Club de Hockey Canadien, Inc. for over twenty years. retiring in 1993, He also serves as a director of
the Brookfield Properties Corporation.

Mr. Béliveau serves as a member of the Environment, Health and Safety Committee and the Pension Fund Committee.

Shareholdings: Class A: 4771 Deferred Share Units: 1,671
Class B: 750

Dr. Francesco Beliini, O.C.
Director since May 8. 1997 —Age: 53, Laval. Québec

Francesco Beliini is Chairman and Chief Executive Officer as well as co-founder of BioChem Pharma Inc., a renowned biopharma-
ceutical company. Having graduated with a doctorate from the University of New Brunswick. Dr: Bellini has authored or co-authored
over twenty patents and published numerous articles based on his research. A pioneer in the Canadian biopharmaceutical industry,
he was recently appointed Officer of the Order of Canada. Last year, he was honoured with the National Mert Award from the
Ottawa Life Sciences Council.an Honorary Degree — Doctor of University (University of Ottawa) and an Honorary Degree - Docter
of Sciences (University of New Brunswick). He is a director of several companies including Industrial-Alliance Life tnsurance Company.

Dr. Bellini serves as a member of the Audit and Finance Committee.

Shareholdings: Class A: 8034 Deferred Share Units: 5229
Class B: none
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Nominees for Election by Class “B’’ Shareholders (Common Shares} (cont'd)

Donald G. Drapkin
Director since june 30, | 998 ~ Age: 53, Apine, New jersey

Donald Drapkin has been Vice Chairman and Director of MacAndrews & Forbes Hoidings Inc. and various of s affliates since
1987. Prior 10 joining MacAndrews & Forbes, Mr. Drapkin was a partner in the law firm of Skadden, Arps, Slate. Meagher & Flom
for more than five years. Mr. Drapkin is Chairman of WeddingChannel.com and a Director of Anthracite Capital, inc., BlackRock
Asset Investors, Panavision, Inc.. Playboy.com. Inc., Playboy Enterprises. inc.. ProxyMed. Inc.. Revion Consumer Products Corporation.
Revion, Inc.. The Warnaco Group, Inc. and Weider Nutrition Internationat Inc. He is a member of the Boards of numerous com-
munity organisations including Special Olympics Intemnational and Lincoln Center Theater. Mr. Drapkin holds a B.A. from Brandeis
University and a LL.B from Columbia University School of Law.

Mr. Drapkin serves as a member of the Human Resources and Corporate Governance Committee.

Class A Deferred Share Units: 4740

Class 8: none

Shareholdings: none

Eric H. Molson
Director since june 27, 1974 — Age: 63, Mantréal. Québec

Eric Molson has served as Chairman of the Board of the Corporation since 1988. He is also Chancellor of Concordia University and
a Director the Montreal General Hospital Foundation and Research institute, the Canadian Irish Studies Foundation andVie des Arts.
Mir. Molson received an Arts Baccalaureate (A.B.) with Honours in Chemistry from Princeton University. He earned his Master Brewer
Certificate from the United States Brewers Academy and subsequently studied economics at McGill Graduate School.

Mr.Molson also serves as a member of the Executive Committee, the Human Resources and Corporate Governance Committee,
the Pension Fund Committee and the Environment, Health and Safety Committee.

Class A: Deferred Share Units: 7.37%

Class B:

112,270
4.000.000

Shareholdings:

R. lan Molson
Director since june 25, 1996 — Age: 46, London, England

lan Molson has served as Deputy Chairman of the Board of the Corporation since june 1999. Between 1977 and December
1997, he was employed by Credit Suisse First Boston, one of the leading investment banking and securities firms in the world in
various capacities including Managing Director. From 1993 to 1997, he served as Head of the Investment Banking Department
in Europe, a position which encompassed all corporate finance, corporate advisory. mergers and acquisitions businesses in Europe,
Russia, Africa and the Middle East. He graduated from Harvard University (AB Honours) in 1977,

Mr Malson chairs the Executive Committee and serves as 2 member of the Audit and Finance Committee and the Human
Resources and Corporate Governance Committee.
5610

Class A 356 Deferred Share Units:

Class B: 1,136,710

Shareholdings:
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Nominees for Election by Class “B" Shareholders (Common Shares) (cont'd)

Stephen T. Molson
Director since June 29, 1988 ~ Age: 61, Montréal, Québec

Stephen Molson is Secretary and a member of the Board of The Molson Foundation, a charitable foundation. He is also a Director
of the Atlantic Salmon Federation, the Butters Foundation, the Fondation Hospitaliére Maisonneuve-Rosemont, The Martlet
Foundation and the Quebec-Labrador Foundation Inc. He received his B.A. from McGill University in 1963,

Mr. Molson serves as @ member of the Pension Fund Committee and the Environment. Health and Safety Committee.

Shareholdings: Class A: 1.800 Deferred Share Units: 1,671
Class B: 1.000.000

Daniel |. O'Neill
Director since june 29, 1999 — Age: 49, Montreal, Quebec

On May 4. 2000 Daniel ). O'Neill was appointed President and Chief Executive Officer of the Corporation eflective June 27.
2000. Mr. O'Neili joined the organisation as Executive Vice President and Chief Operating Officer, North American Brewing on
March 22, 1999. From January 1998 to March 1999 he was Executive Vice President at HJ. Heinz Company of Pittsburgh, a manu-
facturer and marketer of consumer food products. While at Heinz, he served as President and Chief Executive Officer of Star-Kist
Foods and was a member of the Board of Directors of H.J. Heinz Company. From March 1994 to December 1997, he was President
of Campbell Soup Company and a Director of the Campbell Soup Company. He joined Campbell's after an international career span-
ning five countries and three continents working with S.C. Johnson. He received his M.B.A from Queen’s University in 1976.

Shareholdings: Class A: 45590
Class B:. none

H. Sanford Riley
Drrector since june 29, 1999 - Age: 50. Winnipeg. Manitobo

Sanford Riley s Chairman of Investors Group Inc. Between 1992 and 2001, he served as President and Chief Executive Ofiicer
of this company. Investors Group is one of Canada's leading personal financial services orgarisations and the largest distributor
of mutual funds in Canada. He also serves as a director of Investors Group Trust Co. Ltd. Great-West Life Assurance Company,
London Life Insurance Company and James Richardson and Sons Limited. He was recently appointed Chancelior of the University
of Winnipeg. His community affiliations include serving as Chairman Chairman of the Manitoba Business Council. He obtained
his BA from Queen’s University and LL.B. from Osgoode Hall Law School.

Mr. Riley serves as a member of the Pension Fund Committee.

Shareholdings: Class A: 1.000 Deferred Share Units: 3687
Class B: none
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APPOINTMENT OF AUDITORS

At the meeting, the shareholders will be asked to approve the appointment of PricewaterhouseCoopers LLP as
Auditors of the Corporation for the next year and to authorize the Directors to fix their remuneration. Holders
of Class "B" common shares are entitled to vote on this resolution. A majority of the votes cast must be in favour
of this resolution in order for it to be approved. Unless a proxy specifies that the Class “B” common shares it
represents should be withheld from voting in the appointment of the auditors. the proxyholders named in the
accompanying proxy intend to use it to vote for the appointment of PricewaterhouseCoopers LLP as Auditors
of the Corporation to hold office until the close of the next annual meeting.

CORPORATE GOVERNANCE

The Toronto Stock Exchange has issued guidelines for effective corporate governance and requires that listed com-
panies annually disclose their practices. The guidelines address questions such as the composition and independence
of a company's board of directors, its role, its committees and the effectiveness and education of its members.

Molson's Board of Directors considers that good corporate governance practices are essential for the effective and

prudent operation of the Corporation and for achieving its objective, which is the enhancement of shareholder value.
The Board believes that its governance practices generally meet the Toronto Stock Exchange guidelines.

THE BOARD OF DIRECTORS

Board and Management Roles

Board and management roles have been defined in relation to financial management, performance management,
human resource management and external relations to clearly denote areas properly within the scope of man-
agement decision-making and those within the scope of Board governance.

Regular meetings are now held between certain senior officers of the Corporation on one hand, and the Chairman
and the Deputy Chairman of the Board on the other hand. These meetings facilitate comprehensive discussions
on the Corporation's strategic direction and its implementation.

Strategic Planning

The Board approves the Corporation's strategic plan and receives regular updates on progress in the execution of
the plan. During the 2001 fiscal year, the Board was actively involved in an intensive review of the domestic and US,
brewing strategies as well as the Corporation’s international strategy, which led to the acquisition of the Bavaria brand
in Brazil. Recently, the Corporation took the last step in its mission to divest itself of all major, non-brewing assets and
announced that it has reached an agreement for the sale of the Molson Centre and of the Club de Hockey Canadien.
In light of the Corporation's refocus on brewing, efforts have been deployed during the last few fiscal years in brief-
ing the Board on the evolution of the brewing business, nationally and internationally.
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Risk Management

The principal risks of various strategic decisions are identified and addressed as part of the strategic planning
process. The Audit and Finance Committee and the Environment, Health and Safety Committee specifically address
other areas of risk management.

Management Development, Assessment and Succession Planning

In fiscal 2001, the strong team of executives who have the skills and experience required to effectively manage the
restructured organisation was strengthened. In that connection, the Corporation announced the appointment of
Daniel .. O'Neill, as President and Chief Executive Officer effective June 27,2000 and of Robert Coallier as Executive
Vice President and Chief Financial Officer effective May 31, 2000. Ricardo de A. Mayer was appointed President
of Molson do Brazil. concurrently with the acquistion of Bavaria S.A.

A performance assessment of the Chief Executive Officer is conducted annually. Key objectives for the Chief Executive
Officer are set at the start of each fiscal year and approved by the Board. At the end of the fiscal year, the perfor-
mance of the Chief Executive Officer is assessed relative 1o these objectives by the HRCGC and approved by the
Board. The Chairman of the HRCGC meets with the Chief Executive Officer to review the evaluation with him. In
fiscal 2001, Moison also conducted a company-wide talent assessment of its executives and senior managers. Succession
plans for critical roles ang development plans for all those assessed will be finalized in the next fiscal year:

Shareholder Communication

The Board reviews and approves communications to the shareholders. such as the Annual Information Form as
well as annual and quarterly financial reports. The Chief Executive Officer and other representatives of the Corporation
hold quarterly conference calls, conferences and meetings with industry analysts and shareholders.

Composition of the Board

At the end of fiscal 2001, the Board of Directors was composed of twelve directors. Eleven of them were con-
sidered 1o be "unrelated” directors. Only one director was considered ‘'related” because he was member of man-
agement: D. J. O'Neill, the President and Chief Executive Officer. The three directors who are members of the
Molson family are significant shareholders in the Corporation but are considered to be independent of manage-
ment and not subject to any interest that would materially interfere with their ability to act in the best interests of
the Corporation. As such, they are considered to be "unrelated” directors, within the meaning of the Toronto Stock
Exchange guidelines.

Independence of the Board
The roles of Chairman of the Board and Chief Executive Officer are separate. The Chairman of the Board, EH.
Molson. is the Corporation’s largest individual shareholder.

The Board also preserves its independence by ensuring that members of management de not sit on any Board
committees other than the Executive Committee, which has no scheduled meetings but rather meets when the
need arises. All Board committees are comprised of a majority of “unrelated” directors.
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Board committees engage independent consultants, as appropriate. to assist them in discharging their responsibilities.
The Audit and Finance Committee meets annually with the Corporation’s external auditors at a session where only
outside directors are present.

Nomination of Directors
The HRCGC is responsible for seeking out qualified candidates to be proposed 1o shareholders as Board members.

QSRS T TTEES

The Board has appointed five committees which focus on specific areas of responsibility necessary to effectively
govern the Corporation. Board committees are comprised entirely of non-employee directors, except for the
Executive Committee, and all have a majority of unrelated directors. Committee members for the 2001 fiscal year
are shown below, together with a description of each Committee’s area of responsibility.

Audit and Finance Committee

The Audit and Finance Committee reviews the Corporation’s annual consolidated financial statements and quar-
terly financial statements before they are approved by the Board. it works jointly with management to develop the
annual audit plan and reviews the auditors' recommendations on internal controls. The Committee meets with the
Corporation's auditors independently of management at least once a year. It also reviews the Corporation’s annual
and long-term financial plans, proposals for major borrowings and the issuance of securities, and makes recom-
mendations to the Board with respect to financial strategies and policies. In addition, the Committee deals with
financial risk management.

Chairman: Dr. L. 1. Barber
Members: M.W. Barrett, Dr. F. Bellini, D.W. Colson, R |. Molson

Environment, Health and Safety Committee

The Environment, Health and Safety Committee sets environmental and occupational health and safety policy stan-
dards and accountabilities for the Corporation. The Committee oversees environment and heaith and safety issues in
relation to the varicus areas of the Corporation's business, as applicable. It is also responsible for reviewing compliance
with applicable legislation and programs, including crisis management training and safety measurement systems. It reviews
strategies, goals and programs put intc place in these areas, and recommendations from outside specialists retained as
required to reassess specific nsks. it regularly reviews data on the frequency and severity of safety incidents.

Chairman: L. Beauregard
Members: Dr. L. |. Barber, . Béliveau, £. H. Molson, S.T. Molson
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Executive Committee

The Executive Committee acts on behalf of the Board, according to terms authorized by the Board, in managing
or supervising the management of the Corporation’s business when the {ull Board is not in session. The Executive
Committee did not meet in fiscal 2001.

Chairman: R. 1. Molson
Members: D.J. O'Neill, M.W. Barrett, E. H. Molson

Human Resources and Corporate Governance Committee

The HRCGC is responsible for the development and maintenance of the Corporation’s corporate governance
practices, including the structures and composition of the Board and Board committees: defining the relationship.
roles and authority of the Board and management; identifying and recommending suitable director candidates;
setting directors' compensation, and external reporting of the Corporation's approach to corporate governance
and executive compensation.

In addition, it reviews, develops and recommends to the Board appropriate management compensation policies,
programs and levels. The Committee reviews the Corporation's management compensation strategy and pro-
grams to ensure that they are aligned with shareholders’ interests and corporate performance. The Committee
develops performance objectives in conjunction with the Chief Executive Officer and assesses the performance
of the Chief Executive Officer annually in relation to these objectives. in addition, the Committee is responsible for
reviewing short-term and long-term succession plans for senior officers of the Corporation.

Chairman: M.W. Barrett
Members: D.W. Colson, D. G. Drapkin, E. H. Molson, R. 1. Molson

Pension Fund Committee

The Pension Fund Committee formulates general investment policy, monitors the implementation of that policy
and reports to the Board at least annually on investment results achieved. It also reviews and comments on the
reports of the Corporation’s actuary and their implications, and the level of the Corporation’s contributions to
the pension plans with respect to both current service and unfunded liabilities.

Chairman: Dr L. 1. Barber
Members: ). Béliveau, E. H. Molson. S.T. Molson, H. S. Riley

MOLSON INC.
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DIRECTORS COMPENSATION

Directors’ compensation was reviewed during fiscal 2001. A competitive benchmark analysis on directors’ com-
pensation for companies with greater than $1 billion in revenue was completed using outside consultants.
Compensation for the Corporation’s Directors was found to be below competitive levels in certain areas and
adjustments were made to bring the compensation in line with median levels.

Annual Board Retainer : $25.000 at least 50% of which is paid in Deferred Share Units
Board Meeting Fee: $1.200 per meeting

Committee Meeting Fee: $1.200 per meeting

Travel Fee: $1.000 per meeting

Committee Chair Retainer: $3,000

Committee Member Retainer: $3,000 Related expenses are also covered

The Chairman of the Board and the Deputy Chairman receive an annual fee of $300.000 and $150.000 respec-
tively in lieu of other compensation paid to the Directors. They also receive an annual grant under the Deferred
Share Unit Plan equivalent 1o $100,000 and $50.000 respectively. In addition, the Chairman receives a pension
from the Corporation and retiree benefits similar to these accorded to other senior executives on retirement.
The Deputy Chairman aiso received a fee of $100.000 for special consulting services in fiscal 2001.

To ensure that directors’ compensation is aligned with shareholders’ equity:
»  Atleast 50% of each director's Annual Board Retainer is paid in Deferred Share Units (DSUs).
*  Directors have the option to receive up to t00% of their directors’ compensation in the form of DSUs,

A DSU is a unit equivalent in vaiue to one Molson Class "A" non-voting share but is not paid out untit such time
as the director leaves the Board. thereby providing an ongoing equity stake in the Corporation throughout the
director's period of Board service.

Notional dividends are paid on the accumulated DSUs in the form of additionat DSUs.

Share ownership guidelines for directors recommend that they own five times their annual retainer in shares
or equivalent.

Directors’ Stock Option Plan

Non employee directors are granted options on Molson Class "A" non-voting share as follows:
* 5,000 options in each of their first two years of Board service; and

+ 1,500 options annually thereafter.
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EXECUTIVE COMPENSATION

Report on Executive Compensation

The HRCGC sets the compensation of senior executives of the Corporation, other than the President and CEQ
whose compensation, upon the recommendation of the HRCGC. is set by the Board of Directors. There are cur-
rently nine senior executives of the Corperation who are Senior Vice President and above.

The focus in fiscal 200! was to implement a total remuneration strategy for Molson. in line with the general para-
meters approved at the end of fiscal 2000, which are that actual base salaries for senior executives are positioned at
the median percentile of the pay practices of the companies in the comparator group, while total direct cash is tar-
geted at the third quartile of the comparator group.

The incentive plan design has two separate components to reward employees for overall business results and indi-
vidual contributions, as measured against key performance objectives and improvement of Economic Value Added
(EVA®). EVA® measures the amount by which the Corporation's net operating profits after taxes exceeds the
Corporation’s cost of capital. Short term incentive target bonuses are based on a percentage of base saléry with
the percentage increasing with increasing levels of responsibility. A bonus is declared based on the improvements
in EVA® and key performance objectives rating. A bonus payment is made equal to the target bonus plus
one-third of the excess declared bonus above target bonus, if applicable. The remaining two thirds of such amount
is banked and is subject to adjustment for future business results. There is neither a minimum nor a maximum
bonus declaration. In fact. a negative bonus can be applied against the banked amount.

The number of stock options granted to senior executives annually is targeted 1o reflect their individual performance
and designed to deliver a long term incentive plan that is competitive with plans of companies in the comparator
group at various levels of responsibility.

Compensation of the Chief Executive Officer

The President and Chief Executive Officer's base salary remained unchanged in fiscal 2001 at $750.000, This salary
falls between the median and the 75th percentile of the selected comparator group of Canadian public companies
and a selected group of U.S. consumer products companies with revenues ranging from $1 to $5 billion (compen-
sation data is size adjusted to the Corporation’s revenue size).

The President and Chief Executive Officer was eligible in fiscal 2001 to receive a bonus having a target of (00%
of salary. On the recommendation of the HRCGC, the Board of Directors approved the payment of a bonus for
the President and Chief Executive Officer of $1,406.250. The amount of the bonus was based upon EVA®
improvement as well as exceeding the annual business financial targets and individual objectives set in conjunction
with the HRCGC and endorsed by the Board of Directors at the start of the fiscal year,

Presented by the Human Resources and Corporate Governance Committee of the Board.

M.W. Barrett, Chairman DW. Colson D.G. Drapkin E.H. Molson R.l. Molson

MOLSON INC.
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Performance Graphs

The following graph compares the annual change over the Corporation’s last five fiscal years in the cumuilative total
return of $100 invested in the Corporation's Class“A” non-voting shares, Class B” common shares and The Toronto
Stock Exchange 300 Composite Index.

CUMSLATIVG RETURN OF 5105

invested in Molson Inc. Class “A" and Class “B" Shares

Percentage of
Change from
Mar.'96 Mar.'97 Mar. 98 Mar.'99 Mar. 00 Mar. ‘01 1996 to 2001

Molson Class “A” 100.00 54.59 100.40 87.38 96.19 179.09 79.09 %
Molson Class "B” 100.00 96597 10162 89.89 97.37 179.69 7969 %
TSE 300 Total

Return Index 100.00 120.05 157.64 135.89 203.52 165.64 65.64 %

Comparison of Five-Year Cumulative Total Return

i
| $25000
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, 520000 |
; $150.00
i
| $10000 |
$5000 |
$0.00 1 1 1 i 1 J
Mar. ‘96 Mar. 97 Mar. '98 Mar.'99 Mar.'00 Mar. 0l
® TSE 300 Total Return index
. Molson Class "A™
A Molson Class "B”
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Summary Compensation Table

The following table sets out for the Corporation's last three fiscal years, total compensation of the Chief Executive
Officer, and the Corporation’s four other executive officers who had the highest total annuzl compensation (based
on total annual salary and bonus) during the fiscal year ending March 31,2001 and who were serving as executive
officers at the end of the fiscal year (collectively referred to as “Named Executive Officers™ ("NEC") and E. James
Arnett who served as Chief Executive Officer for a portion of fiscal 2001,

SUMIHARY COMPENSATION TABLE

Annual Compensation Long Term Compensation
Securties
Unger
Options!
Onher Annual SARs.3 Resincted 7P All Onner
Narne and Fiscal Salary Bonus Compensation Granted Shares Payouts Compensation
Prncipal Posttion Year (%) LHIYE) ($) (¥} G)$) % (&)
Daniel |. O'Neill,
'I Presigent and 2001 750000 1,406.250 85,284 (o} 10000
| Chief Executive Officer, 2000 750.000 1,125,000 62651 (%) 2.500 2.000.000 &
i Molsen Inc. 1999 23077 1.000.000
Robert Coallier 2001 295705+ 328125 5842 001 125.000 3500 §18.333¢n
Executive Vice President, 2000
Chief Financial Officer, 1999
Molson Inc.
Pierre Boivin
Executive Vice President, 2001 403935 145.000 8.708 (10y 5.153 25044 (13
Molson Inc. 2000 214359110 120000 75,000 1.333
Presidem. Club de Hockey 1999
Canadien. Inc. and
Molson Center inc. )
o
Patrick L. Kelley 2001 300.000 171.500 16,030 (4 9.000 Z
i Senior Vice President, 2000 300.000 45,000 9266 (15 ©.000 z
: international Brewing 1999 300.000 0 9.959 15 12,000 o]
Strategy. Molson Inc. 2
O
. Raynald Doin P
’ . President 2001 250831 178711 10955 (16 8000 1417 139507 231740D -
i Quebec/Atlantic Region, 2000 224,647 122542 9770 1% 50,000 2128603 'I ‘)
' Molson Canada 1999 216,692 118682 6023 (40 16,608 ¢13) “~
° E.James Arnett
Former President and 2001 150,000 ¢t8r 300.000 7.529 (1% 531.23% tte
Chief Executive Cfiicer. 2000 600.000 450.000 10.833 (26 84.000
Molson inc. 1999  600.000 300.000 70,000
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Short term incentives earned for a fiscal year are paid in Moy of the following year

The omounts shown in the table reflect incentive compensation pard. A descripuon of the pion 1s found on pagelS. A poruen of tne annucl incen-
uve amount accrued is maintained in 0 “bonus bank™ to be used in the calculation of future bonuses. There 15 no gugrontee such amounts wili be
paid os they are subject to future economic results. The amounts banked for nomed executves are 0s foliows: (1) AMr. O'Ne, $1.312.500. (n} M.,
Coallrer, $306.250: (i) Mr. Kelley. 168,438 and () Mr. Doin, §172.922.

100% of opuens granted 1o each individual have corresponding SARs.

Represents the Corporation’s payments made to the Molson Employee Share Ownership Plan (MESOP)

Appointed to the positron March 22, 1999, and accordingly represents compensaton for the eight day penod from Marck 22. 1999 to March 31, 1999,
This amount includes imputed interest for shore purchase foan ($ 1 3.826). income tax gross-up on benefits aliowance (315.471). along with perquisites
and other benefis. Of the perquisites and other benefits. the following temns represent more than 25% of the toiai perquisie car ($29.531) ano
executive long-term disability premium ($14,2085).

This amount includes imputed interest for share purchose loan ($10.744) together witn perquisites and other benefits Of these perquisites and
other benefits. the following items represent more than 25% of the totat: retirement planning ($14.704). perquisie cor (1 7.610). ond executive
long-term disability premium ($14,440).

Hiring ncentive pursuant ta ermployment agreement. The after tax value of holf of this incenuive was invested in the Corporatoa’s Closs "A”
non-voung Shares.

Hired on May 29. 2000. and accordingly represents compensation for the period May 29, 2000 to Merch 31, 2001.

Represents income tax gross-up on benefits allowance. The value of perguisites ang other benefits for the Nomed Executive Officer 1s not greater
than the lesser of $50.000 and 10% of total annual satary and bonus.

Represents hinng incentive pursuont to employment agreement of which the after tax value was invested i the Corporation’s Class “"A” non-voting
Shares: and contributions 1o the Named Executwe Officer’s defined contribution pension plan and notona! suppiementol pension plan.

Appointed 10 position on September 3, 1999, and accordingly represents compensation for the period from September 3. 1999 to March 31, 2000
Amount contributed to the Named Executive Officer’s defined contribution pension plan ond notional supplemental pension plan for the fiscal year.
Represents mputed benefit from a housing loan income tax grass-up on benefits allowance. ond unused benefit doliars paid out under the Corporation’s
flexible benefit program.The value of perquisites and other benefits for the Named Executve Officer 1s not greater than the lesser of $50.000 ond
10% of totoi annual salary and bonus.

Represents imputed benefit from o housing loan. The volue of perquisites and other benefits for the Named Executve Officer is not greater than
the lesser of $50.000 and 10% of otai annual solory ond bonus.

Represents income tax gross-up on benefits allowonce. imputed interest for share purchase loan, ond unused benefit dollors pard out under the
Corporation’s flexible benefits program. The value of perquisites ond other benefits for the Nomed Executive Officer 1s not greater than the lessor of
$50.000 and | 0% of total annual salary and bonus.

Represents income tax gross-up on benefits allowance and imputed interest for share purchase loan. The value of perquisites ond other benefits for
the Named Executive Officer is not greater than the lessor of $50.000 and 10 % of total annual salary ond bonus

Ceased to hold the office on june 27. 2000, and accordingly represents compensaton from the period April . 2000 to June 27, 2000.
Represents income tax gross-up on benefits allowance. imputed interest for share purchose loon, and unused benefit doliars poid out under the com-
pany’s flexible benefits program. The value of perquisites ond other benefits for the Named Executive Officer is not greoter than the lesser of 350,000
ond 0% of otal annual salary and benus.

Represents imputed interest for share purchose loon. The value of perquisites ond other benefits for the Named Executve Officer s not greater than
the lesser of $50.000 ond 0% of total annual safary and banus

Represents salary conunuance for the perod june 27. 2000 to March 31. 2001 ond cash payout of accrued vacauon under the company’s
vacotion policy.
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Stock Options and Share Appreciation Rights (“SARs")

The Corporation established a stock option plan in 1988 (the "Plan™) which provides for the issuance of options
to purchase Class “"A” non-voting shares of the Corporation and share appreciation rights ("SARs") with respect
to each option, and which expires December 31, 2004, unless extended by the Board of Directors. A SAR is
awarded with each option and entities an opticnee, in lieu of exercising an option, to surrender an unexercised
option and 1o receive for each such option Class "A" non-voting shares having an aggregate market value equal to
the excess of the market value of a Class "A™ non-voting share on the date of exercise of the SAR over the exer-
cise price of the option. The number of authorized and unissued shares that may be issued under the Plan may
not at any time exceed 5,553,000 shares. As at March 31, 200!, there were 2.457.750 options outstanding The
following table sets out grants made to the Named Executive Officers in fiscal 2001.

OPTION/SAR GRANTS DURING FISCAL 2001

Market Value of

Percentage of Totat Shares Undertying

Securiues Under Opuons/SARs Options/

Options/SARs Granted 10 Exercise or SARs at Date
Granted Employees Base Price of Gramt Expiration
Name (# of Shares) %) (¥/Share) (¥/Share) Date
Robert Coallier 125,000 20148 24.36 2436 April 19,2010
Patrick L. Kelley 4.000 0.65 2809 28.09 june 26,2010
Raynald M. Doin 8,000 1.29 ' 28.09 2809 june 26,2010

The following table sets out for the Named Executive Officers, infarmation concerning the exercise of stock options
and SARs during the fiscal year and the number and value of unexercised options and SARs held by each of the
Named Executive Officers as at March 31,2001.

ACGGRECATED OPTION/SAR EXERCISES DURING FISCAL 200t AND OPTION/SARVALUES

as at March 31,2001

Shares Acquired Aggregate Unexercised Options/SARs Value of Unexertised In-the-Money

on Exercise Value Realized - at 31 March 2001 (#) Options/SARs (1) (3)

Name (%) ($) Exercisable Unexercisable Exercisable Unexercisable
Daniel }. O'Neill NIt Nl Nt 1,000,000 Nt 22.810.000
Robert Coallier N Nil Nil 125.000 Nil 2:455.000
Pierre Boivin Nil Nif 18750 56.250 355,500 1,066,500
Patrick L. Kelley 2930 101,394 @ 11,250 17.500 194,152 321,752
Raynald H. Doin Nil Nit Nit 58.000 N 1,199,780
E. james Arnett 136,500 1.717.580 35.000 72,500 580.650 1,338,150

(1) Closing Morket Price $44.00 as at March 30. 2001 (last trading day).
(2} Volue of SARs.

MOLSON INC.
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Retirement Plans
Defined Benefit or Actuarial Plan Disclosure

‘Retirement benefits for senior executives are provided by a combination of a registered pension plan and an unreg-

istered supplementary retirement income agreement. Unless noted otherwise, the registered pension plan is a defined

benefit plan.

Daniel | O'Neill's and Patrick L. Kelley's retirement benefits will normally start at age 65 but benefits can commence
as early as age 55.At normal retirement age, t1otal benefits can be estimated from the following table These amounts

are nct integrated with government benefit plans.

S AND PATRICH Ly

Finat

Average Years of Pensionable Service

Remuneration (3) 5 10 IS 20 25 30 5
250,000 31.250 62.500 93.750 125,000 137.500 150.000 162,500
500000 62500 125000 187,500 250,000 275000 300000 325000
750.000 93.750 187.500 281.250 375.000 412.500 450.000 487.500
1.000.000 125,000 250,000 375000 500.000 550000 600.000 650,000
1.250.000 156.250 312500 468.750 625,000 687.500 750000 812,500
1.500.000 187.500 375000 562.500 750,000 825.000 900.000 975000
1.750.000 218750 437.500 656.250 875.000 962.500 1,050,000 1.137.500
2000000 250,000 500.000 750.000 1,000.000 1,100,000 1200000 1,300,000

Final Average Remuneration for the Named Executive Officer is the greater of the average of the executive's three
consecutive calendar years of highest earnings or the final 36 months of earnings. The approximate pensionable
years of service 1o March 31,2001, for D.]. O'Neill is two years and for P L. Kelley is five years.

Retirement benefits are normally paid for the lifetime of the Named Executive Officer and for a minimum of five
years. If he has a spouse at retirement and he dies before that spouse, 55% of his retirement income in respect of
service prior to April 1, 2000 continues to be paid to the spouse for the remainder of her lifetime. but in any event
for a minimum of five years. Consistent with the terms of the registered pension plan arrangements, if the Named
Executive Officer has a spouse at retirement and he dies before that spouse. 66.67% of his retirement income in
respect of service after March 31. 2000 continues to be paid to the spouse for the remainder of her lifetime.
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Pierre Boivin's employment was transferred from the Corporation to Centre Molson/Club de Hockey Canadien
effective January |,2001. Alternatives with respect to his pension entitiements have not as vet been settled.

Robert Coallier and Raynald H. Doin will receive retirement benefits from a combination of registered pension
plans and supplementary retirement income agreements. Both arrangements are defined contribution in nature.
Each year, 6.2% of the Named Executive Officer's pensionable earnings, comprised of salary and short-term bonus,
will be contributed on their behalf. The amount of pension they will receive will depend on investment returns,
age at retirement and annuity purchase rates should they choose to annuitize the defined contribution account.
This amount has been reported in the Summary Compensation Table under “All Other Compensation'.

E. James Arnett has a retirement income arrangement that will pay him an annual income of 40% of his best con-
secutive three year average base salary and short-term incentive at age 65. Based on his 2000/2001 compensa-
tion, his retirement income will be approximately $367,000.

Retirement benefits are normally paid for the lifetime of the Named Executive Officer and for a minimum of five
years. If E. | Arnett has a spouse at retirement and he dies before that spouse. 55% of his retirement income in
respect of service prior to April I, 2000 continues to be paid to the spouse for the remainder of her lifetime. but
in any event for a minimum of five years. Consistent with the terms of the registered pension plan arrangements,
if E.J. Arnett has a spouse at retirement and he dies before that spouse, 66.67% of his retirement income in respect
of service after March 31, 2000 continues to be paid to the spouse for the remainder of her lifetime.
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INDEBTEDINESS OF EXECUTIVE OFFICERS

The required details with regard to Share Purchase Loans given to Executive Officers are shown in the following table.
The aggregate indebtedness of all Executive Officers and employees of Molson Inc. and fts Subsidiaries (including the
Named Executive Officers) to Molson Inc. in respect of Share Purchase Loans at May 9, 2001, was $1.111.332.

TABLE OF INDEBTEDNESS OF EXECUTVE CFHTERS

Financially
Amount Assisted Share
Involvement Outstanding as at Purchase Dunng Securmty for
Name and Posftion of Molson May 9.2001 (1) (§) 2000 (21 (#) ndetiedness
Daniel J. O'Neill
President and Chuef Executive Officer Lender 498,902 20,640 (3
B. Shier
President, Molsan US.A. Lender 200030 8000 (3)
R.Doin
President Quebec/Atlantic Region. Molson Canada Lender 212,400 9.000 (3)
D. Perkins
President Ontario/West, Molson Canada Lender 200,000 8.000 (3)

(1) Allfoans were made in fiscal 2000.They are ten-year loans. The interest payable quarterly. s equwvalent to the dwidend an the shares purchased
with the loan. No principal repoyment fs required before the sixth onmiversary of the loan. ot which ume 1215 1o be repard in five annuol equal install-
ments. If the officer leaves the Corporation. the foan must be repaid in full no fater than 60 days following termunation of the employment.

(2)  Inrespect of closs A’ non-voung Share.

(3)  Securny for the indebtedness is provided for by the deposit of the certificates represenung the relevant Shares with CIBC Melion Trust Company os
a trustee.

Termination of Employment and Employment Contracts

In the event of involuntary termination by the Corporation. other than for just cause, the Corporation is obligated
to pay to Daniel O'Neill 24 months of salary. Pension accrual, benefits and perquisites will continue until the ear-
lier of the end of the notice period, re-employment or self-employment. In the event of involuntary termination
within 24 months of a change of control, the notice period will be extended by twelve months.

In the event of involuntary termination by the Corporation, other than for just cause, disability or voluntary retire-
ment, the Corporation is obligated to pay to Pierre Boivin |8 months of salary. benefits, pension and perquisite
continuance. In the event of involuntary termination as a result of change of control, an additional six months of
compensation will be provided. -

In the event of involuntary termination by the Corporation, other than for just cause, disability or voluntary retirement,
including in the event of involuntary termination as a resuft of change in control, the Corporation is obligated to pay
10 Robert Coallier (8 months of salary, annual bonus, benefits and pension accrual. Insured benefits, pension and
perquisites will continue for the lesser of the severance period and the period until re-employment With respect to
the 125,000 options granted on hire, in the event of involuntary termination between the second and third anniver-
saries of the grant date, one-third of the options would be vested, between the third and fourth anniversaries, two
thirds of the options would be vested and between the fourth and fifth anniversaries, the options would be fully vested.




In the event of involuntary termination by the Corporation. other than for just cause. the Corporation is obligated to
pay to Patrick L Kelley three times his existing annual salary and to continue his existing benefits for three years but
not beyond his 65t birthday. ShoLld he elect to continue to receive his salary he will continue 10 recene credied
service for retirement income purposes for three vears,

An employment agreement for Raynald H. Doin provides that in the event of termination of employment for

any reason other than cause, voluntary early retirement. normal retirement or death, he will receive a minimum
of 18 months' notice or pay in lieu of notice.

DIRECTORS AND OFFICERS LIABILITY INSURANCE

The Corporztion maintains a combined Directors' and Officers’ Liability and Corporation Reimbursement insurance
Policy with a limit of liability of $1 15,000,000 (Canadian) per policy year to cover the directors and officers individu-
ally and collectively as a group, and to cover the Corporation for its liability to indemnify the directors and officers
pursuant to the Corporation's by-laws. The entire premium cost in the aggregate amount of $ 185,000 (Canadian) for
the 2001 fiscal year was borne by the Corporation. The premium for this policy was not allocated between directors
and officers as separate groups. In respect of the Corporation reimbursement coverage, the Corporation bears the
first $750,000 (Canadian) of any loss.

AVAILABILITY OF DOCUMENTS

Copies of the Corporation’s fatest annual information form, together with any document incorporated therein by
reference, audited financial statements, management's discussion and analysis and management proxy circular may
be obtained on request from the Secretary of the Corporation. The Corporation may require the payment of a
reasonable charge when the request is made by someone other than a shareholder unless the Corporation is in
the course of a distribution of its securities pursuant to a short form prospectus, in which case such documents
will be provided free of charge.

DIRECTORS APPROVAL

The Directors have approved the contents and sending of this circular to shareholders.

Marie Giguére

Senior Vice President,

Chief Legal Officer and Secretary
May 9,200

342




MO LSON§&~£§>&&'§ TSC;IZOTTJ;:;-Dame Street East

Montréal, Québec H2L 2RS
Telephone: (514) 597-1786
Fax: (514) 590-6344
www.molson.com

343



Exhibit 12

344



Molson Inc.
Notice

of Special Meetlng of Shareholders



Any shareholder who will not be attending the meeting in person is asked to complete, date and sign the
enclosed form of proxy and return it to Molison Inc. (the “Corporation™) in the enclosed stamped envelope.

The special meeting of shareholders of the Corporation will commence at 3:00 A.M. (Montreal time) on Tuesday.
August 28,2001 in the John Moison Room located at 1670 Notre-Dame Street East, Montreal, Quebec for the
following purposes:

t.  Considering and. if thought fit, passing Special Resolution “A" in the form set forth in Exhibit "A” to the
accompanying Management Proxy Circular to amend the Articles of the Corporation by (i) subdividing the
issued and outstanding Class A" non-voting shares and Class “B” common shares on a two-for-one basis, and
(i) reducing the preferential dividend of 6 2/3 cents per Class "A" non-voting share and Class "B" common
share to 3 1/3 cents per such Class "A" non-voting share and Class "B” common share respectively;

2. Considering and, if thought fit, passing Special Resolution “B" in the form set forth in Exhibit "A” to the
accompanying Management Proxy Circular to amend the Articles of the Corporation to authorize the Board
of Directors of the Corporation to effect in the future subdivisions of shares by way of a dividend payable in
fully paid shares of the Corporation; and

3. Transacting any other business properly brought before the special meeting of shareholders or any
adjournment thereof.

BY ORDER of the Board of Directors.

Marie Giguére

Senior Vice President,
Chief Legal Officer and Secretary

July 24, 2001

346 e



This Circular is provided in connection with the solicitation of proxies by the management of Molson Inc.
(the "Corporation”) for use at the special meeting of shareholders (the "Meeting”) or any adjournment of the
meeting. The Meeting will be held at 9:00 onTuesday, August 28,2001 for the purposes set out in the attached Notice
of Special Meeting of Shareholders. The solicitation will be primarily by mail. but proxies may also be solicited by
telephone or other personal contact by employees or agents of the Corporation at nominal cost. Solicitation costs wilt
be borne by the Corporation.

The persons named in the enclosed proxy form as your potential proxyholders are directors of the Corporation.
You may appoint a person other than the Corporation’s directors designated in the enclosed proxy form to
attend and act for you at the Meeting. To do so, please insert your appointee’s name in the blank space
provided in the proxy form and strike out the other names, or complete another proper proxy form.
The Corporation must receive proxies at 1555 Notre-Dame Street East, Montréal, Québec H2L 2R5 not later
than 5:00 p.m. on the last business day before the day of the Meeting or any adjournment thereof.

You can revoke your proxy in any manner permitted by law. This includes depositing a written statement signed by
you (or by an attorney authorized by you in writing) at the registered office of the Corporation at 1555 Notre-Dame
Street East. Montréal, Québec H2L 2RS5 at any time up to and including the last business day before the day of the
Meeting or any adjournment, or with the Chairman of the Meeting on the day of the Meeting or any adjoumm'ent‘

CIBC Mellon Trust Company counts and tabulates proxies in a manner that preserves the confidentiality of individual
shareholder votes. Proxies will not be submitted to management unless: (2) there is a proxy contest; (b) the proxy
contains comments clearly intended for management; or () it is necessary to determine a proxy's validity or to enable
management and/or the board to meet their legal obligations to shareholders or to discharge their legal duties to the
Corporation.

As at June 30,2001, there were 47,983,392 Class "A" non-voting shares and | 1,816,767 Class "B" common shares
outstanding. The only fully voting shares of the Corporation are the Class "B” common shares.

Each Class "A” non-voting share registered in your name in the list of the holders of Class “"A™ non-voting shares
entitles you to vote in respect of the proposed amendments to the Articles of the Corporation as set out in Exhibit
“A" and Exhibit "B", voting separately as a class. Each Class "B common share registered in your name in the list
of holders of Class "B” common shares entitles you to vote on all matters before the Meeting.

Both the list of holders of Class "A" non-voting shares and the list of holders of Class "B" common shares will be
prepared as of the close of business on July 24, 2001. Shares acquired after carry the right to vote at the Meeting
if the holder can provide proof of ownership and has notified the Secretary of the Corporation in writing at the
address of the registered office given above at least ten days before the Meeting.

MOLSON INC.
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The only shareholders who. as of june 30, 2001, owned beneficially. or exercised control or direction over more
than 10% of either the total outstanding Class "A” non-voting shares of the Corporation or the 1otal outstanding
Class "B" common shares of the Corporation, are EH. Molson, Chairman of the Board. and a director of the
Corporation, who controls 4000000 Class “B" common shares or 33.9 % of the total outstanding Class "B com-
mon shares of the Corporation and the Estate of the late TH.P Molson. a family estate trust of which Messrs. E H.

Molson and S.T. Molson are trustees. who hoids 1.203.600 Class “B” common shares or 10.18% of the total

outstanding Class "B" common shares of the Corporation.

The Corporation has been advised that certain companies controlled by members of the Molson family or by estates
or trusts*, the beneficiaries of which are members of the Molson family, and which control, directly or indirectly, more
than 50% of the Class “B" common shares, are parties to an agreement which provides that such shareholders will
not transfer their Class *B" common shares nor convert them into Class "A” non-voting shares. They have also agreed
not to tender their Class "B” common shares to a takeover bid and have authorized certain family representatives to
deliver notices and to take other actions necessary in connection with the agreement not 10 tender such shares to
a takeover bid. The Corporation has been advised by certain parties to the agreement, holding in excess of 50 % of
the Class “B" Common Shares, that they intend to renew it.

Shares represented by a proxy in favour of management will be voted or withheld from voting on votes that take
place at the Meeting, in accordance with the instructions given by the shareholder.

If no instructions are indicated, each Class “A" non-voting share will be voted (a) for Special Resolution "A™ to
effect the two-for-one subdivision of shares (b) for Special Resolution “B" authorizing the Board of Directors
to effect any future subdivision by the declaration of a dividend payable in Class “A” non-voting shares on the
Class “A” non-voting shares and in Class “B” common shares on the Class *B"” common shares and (c) at the
proxy holder's discretion in respect of amendments to the foregoing matters or any other business that may
properly be brought before the Meeting on which the holders of Class “A” non-voting shares are entitled to
vote.

If no instructions are indicated, each Class “B” common share will be voted (a) for Special Resolution"A” to effect
the two-for-one subdivision of shares (b) for Special Resolution “B" authorizing the Board of Directors to effect
any future subdivision by the declaration of a dividend payable in Class “A" non-voting shares on the Class “A”
non-voting shares and in Class “B” common shares on the Class“B” common shares and (c) at the proxy holder’s
discretion in respect of amendments to the foregoing matters or on any other business that may properly be
brought before the Meeting.

= Of the 4.000.000 Class "B" common shares conuolled by £.H. Malson, he beneficiaily owns 2,400,000 of such Class "B" common shares through his
associate Lincolnshire Holdings Ltd. and controls |,600.000 of such Closs "B" common shares through Pentlond Securities (1981) Inc. which is on asso-
ciate of both Messrs. E.H. Moison and 5.7 Moison. Mr. S.T. Moalson beneficially owns 1,000.000 Class "B" common shares through his associate. Nooya
Investments Limited. Mr. Ri. Molson beneficially owns 1,136,710 Closs "B" common snares through The Swaftsure Settement
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To be effective, the proposed amendments to the Articles of the Corporation must be approved by Special Resolutions
each passed with or without variation by separate votes of the holders of the Class "A"” non-voting shares and Class
"B common shares, in each case by a majority of no less than two-thirds of the votes cast by the shareholders
present or represented at the Meeting who vote in respect thereof. The Board of Directors recommends approval
of both Special Resolutions, and, as mentioned above in this Management Proxy Circular it is the intention of the
persons named in the enclosed form of proxy to so vote unless instructed otherwise by the shareholders.

The holders of the Class “A" non-voting shares and the holders of the Class "B" common shares of the Corporation
have the right to dissent from the Special Resolutions pursuant to Section 190 of the Canada Business Corporations
Act (the “CBCA"). Reference is made to Exhibit “C" hereto with respect to such right of dissent.

Following shareholder approval of the Special Resolutions, the proposed amendments to the Articles of the
Corporation shall become effective after the issuance of a Certificate of Amendment by the Director under
the CBCA.

Amendments to the Articles of the Corporation relating to Subdivision of the Class “"A” Non-Voting Shares
and the Clasgs “B" Common Shares

On June 26,2001, the Board of Directors announced that it authorized proposed amendments to the Articles of
the Corporation to change every one of the issued and outstanding Class “A”™ non-voting shares into two Class
“A” non-voting shares and every one of the issued and outstanding Class "B” common shares into two Class "B”
common shares. Under the terms of the Articles of the Corporation, in the event of a subdivision of either the
Class "A" non-voting shares or the Class "B common shares, an appropriate adiustment is to be made in the rights
attaching to the other class of shares. As a resutt. the Class " A" non-voting shares and the Class “B” common shares
preferential dividend of 6 2/3 cents per share wili be reduced to 3 1/3 cents per share respectively.

As a result of the growth of the Corporation and the current market price of the Class "A” non-voting shares and
Class "B common shares, the Board of Directors has determined that it is in the best interest of the Corporation
and its shareholders to subdivide the Class "A" non-voting shares and Class "B” common shares on a two-for-one
basis. The increased number of Class A" non-voting shares and Class "B common shares available for purchase
and sale at lower prices following the subdivision should enhance the marketability of such shares and will
make the shares accessible to a broader range of investors. The subdivision will not change any shareholder's
proportionate share in the equity of the Corporation or affect the aggregate stated capital of either the Class "A”
non-voting shares or the Class "B" common shares. '
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The authorized capital of the Corporation provides for the issuance of an unlimited number of Class “"A™ non-voting
shares and Class "B" common shares (sometimes collectively referred to as the "Shares”). Based on the number
of Class "A" non-voting shares and Class "B common shares outstanding on June 30. 2001, there would be
95966784 Class "A" non-voting shares and 23,633,534 Class "B” common shares outstanding after the two-for-one
share split in the event the Special Resolution relating to the subdivision is approved and Articles of Amendment
are filed. This change of the issued shares of the Corporation is expected to be effective at the close of business
on or about the 10th business day (the "Record Date™) after the date of the Certificate of Amendment to be
issued under the CBCA.

Upon the above mentioned change of the issued Class “"A™ non-voting shares and the Class "B” common shares
becoming effective, each certificate representing Class "A” non-voting shares and Class "B" common shares of the
Corporation shalf continue to represent the same number of Class “A” non-voting shares and Class “B" common
shares, respectively. Each registered holder of Class A" non-voting shares of the Corporation at the close of busi-
ness on the Record Date shall be entitled to receive a further certificate representing one additional Class “A”
non-voting share for every one Class “A" non-voting share held on the Record Date, with the result that such
holder will hold two Class “A" non-voting shares for every one Class “A” non-voting share held on the Record
Date. Each registered holder of Class "B" common shares of the Corporation at the close of business on the
Record Date shall be entitled to receive a further certificate representing one additional Class 'B" common share
for every one Class "B common share held on the Record Date, with the resuft that such holder will hold two
Ciass "B" common shares for every one Class "B" common share held on the Record Date.

The Corporation will provide for the listing on the Toronto Stock Exchanges (the “TSE™). on which the Class "A”
non-voting shares and Class "B” common shares are listed, of the Class "A” non-voting shares and Class "B
common shares to be outstanding as a result of the aforementioned subdivision. In accordance with the rules of
the TSE. it is expected that trading in the Class A" non-voting shares and Class "B common shares of the Corporation
on a subdivided basis will commence on or about September 6, 2001,

The Corporation has been advised by its counsel that based on the current administrative policy of the Canada
Customs and Revenue Agency. no disposition or acquisition will be considered to have occurred as a result of the
change in the number of Class"A” non-voting shares and the number of Class "B" commoen shares. Consequently
such change will not result in the realisation of a gain or loss by a shareholder under the Income Tax Act (Canada).
In general. the aggregate adjusted cost base to a shareholder of such shareholder’s shares immediately after the
subdivision will be equal to the aggregate adjusted cost base to such shareholder of such shareholder's shares
immediately before the subdivision.
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The Corporation further understands that the subdivision of the Class "A” non-voting shares and the Class "B
common shares will not result in taxable income to shareholders for United States Federal income tax purposes.
In determining gain or loss for United States Federal income tax purposes on the subsequent disposition of such
shares, the cost or other tax basis of Class "A” non-voting shares or Class "B" common shares held as of the Record
Date should be allocated proportionally between the shares held as of that date and the additional shares.

Shareholders are advised to consult their own tax advisors for guidance regarding their personal income tax
positions.

It is proposed that amendments be made *o the Articles of the Corporation to authorize the Board of Directors
10 effect any future subdivision of shares by way of a dividend payable in Class "A" non-voung shares on the Class
“A" non-voting shares and in Class “B" common shares on the Class "B” common shares of the Corporation.

This procedure for effecting subdivisions has been used by other corporations incorporated under the CBCA in
order to effect a share subdivision without the cost and delays of calling a shareholder meeting. The board of
director's approval rather than a special resolution of the shareholders is all that is required. The Articles of the
Corporation currently do not permit the subdivision of shares by way of a dividend payable in shares. Special
ResolutionB" proposes amendments 1o the Articles of the Corporation which would enable the Board of Directors
of the Corporation 1o effect a future subdivision of shares in a more cost and time efficient manner. In order to
preserve the relative rights of the Class “A” non-voting shares and Class "B common shares, the amendments
would also require the directors 10 determine the appropriate monetary amount for the preferential dividend.

The Directors have approved the contents and sending of this circular to shareholders.

Marie Giguére

Senior Vice President,

Chief Legal Officer and Secretary
July 24,2001
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WHEREAS the authorized capital of Molson Inc. (the "Corporation™) in part consists of an unlimited number of
Class "A" non-voting shares and an unlimited number of Class "B" common shares;

WHEREAS 47,893.392 Class "A" non-voting shares and 11,816,767 Class 8" common shares were issued and
outstanding as at the close of business on June 30. 2001,

WHEREAS it is considered desirable and in the interest of the Corporation to subdivide all the issued Class "A”
non-voting shares and Class "B" common shares of the Corporation on a two-for-one basis as hereinafter
provided;

WHEREAS the terms of the Articles of the Corporation require that upon such two-for-one subdivision appropriate
adjustment shall be made in the rights and conditions attaching to the Class "A" non-voting shares and the Class
"B"” common shares so as to preserve the rights of the holders of the shares of each of the two classes and
provides that the holders of Class "A” non-voting shares shall be entitied to receive when and as declared
non-cumulative dividends aggregating six and two-thirds (6 2/3) cents per share on all the Class "A™ non-voting
shares then outstanding before any dividends shall be declared or paid or set aside for payment on the Class “B”
common shares;

WHEREAS the Articles of the Corporation further provide that whenever in any fiscal year of the Corporation a
dividend or dividends aggregating six and two-thirds (6 2/3) cents per share shall have been declared or paid or
set aside for payment on all the Class "B common shares at the time outstanding, any and all further dividends
declared in such vear shall be declared and paid or set aside for payment in equal amounts per share on all the
Class “A" non-voting shares and all the Class 'B” common shares at the time outstanding without preference or
distinction;

© AND WHEREAS it is considered desirable and in the interest of the Corporation that the dividends referred to

above, aggregating six and two-thirds (6-2/3) cents per share on the Class "A" non-voting shares outstanding and
six and two-thirds (6-2/3) cents per share on the Class "B” common shares outstanding, should be proportionally
reduced to three and one-third (3-1/3) cents per share on the Class “A" non-voting shares outstanding and the
Class "B" common shares outstanding in order to preserve the relative rights of the holders of the shares of
the two classes;
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Every one issued Class "A" non-vcting share and every one issued Class 'B” common share of the Corporation
outstanding as at the close of business on the 10th business day foliowing the date of
the Certificate of Amendment (the "Record Date™) issued under the Canada Business Corporations Act (the
"CBCA") be and the same are hereby changed into two Class "A" non-voting and two Class "B” common
shares, respectively.

The preferential dividends referred to above, aggregating six and two-thirds (6-2/3) cents per share on the
Class"A" non-voting shares outstanding and six and two-thirds (6-2/3) cents per share on the Class "B com-
mon shares outstanding, be and are hereby proportionally reduced to three and one-third
(3-1/3) cents per share on the Class "A" non-voting shares outstanding and three and one-third (3-1/3) cents
per share on the Class "B" common shares outstanding.

The Corporation be and is hereby authorized to make all filings necessary for the issuance of a Certificate
of Amendment under the CBCA 1o give effect to this Special Resolution,

The directors and proper officers of the Corporation be and they hereby are authorized and directed to
take such action and to execute and deliver all such documentation as may be necessary or

desirable for the implementation of this Special Resolution.

This Special Resolution shall be subject to approval by a majority of not less than two-thirds of the votes cast

by the holders of the Class "A” non-voting shares present or represented at a meeting called for the purpose .

of passing such Special Resolution, as well as by a majority of not less than two-thirds of the votes cast by the
holders of the Class "B” common shares present or represented at such meeting.

Notwithstanding the provisions hereof, the Directors of the Corporation may revoke this Special Resolution
at any time prior to the issuance of a Certificate of Amendment under the CBCA giving effect hereto with-
out further approval of the shareholders of the Corporation.

MOLSON INC.
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WHEREAS the authorised capital of Molson Inc. (the "Corporation”) in part consists of an unlimited number of
Class "A" non-voting shares and an unlimited number of Class "B cornmon shares;

WHEREAS the terms of the Articles of the Corporation require that upon any subdivision of the Class "A”
non-voting shares and the Class "B” common shares, appropriate adjustment shall be made in the rights and
conditions attaching to the Class "A" non-voting shares and the Class "B” common shares so as to preserve the
rights of the holders of the shares of each of the two classes and provides that the holders of Class "A™ non-voting
shares shall be entitled to receive when and as declared non-cumulative dividends aggregating six and two-thirds
(6 2/3) cents per share (3 1/3 cents per share if Special Resclution "A” is adopted)(the "Preferential Dividend")
and a certificate of amendment to the Articles of the Corporation is issued) on afl the Class " A" non-voting shares
then outstanding before any dividends shall be declared or paid or set aside for payment on the Class "B"”
common shares;

WHEREAS the Articles of the Corporation provide that whenever in any fiscal year of the Corporation the
Preferential Dividend shall have beer declared or paid or set aside for payment on ail the Class"B” common shares
at the time outstanding, any and all further dividends declared in such year shall be declared and paid or set aside
for payment in equal amounts per share on all the Class"A” non-voting shares and afl the Class"B" common shares
at the time outstanding without preference or distinction;

WHEREAS it is considered desirable and in the interest of the Corporation to give the Board of Directors the
authority to determine that future subdivisions of shares may be effected by way of the declaration of a dividend
payable by the issuance of Class "A” non-voting shares on the Class "A” non-voting shares and by the issuance of
Class "B"” common shares on the Class "B” common shares. provided afier giving effect thereto that the relative
rights of the holders of the Class “"A” non-voting shares and the Class "B” common shares are preserved in
accordance with the terms of the Articles of the Corporation;

AND WHEREAS it is considered desirable and in the interest of the Corporation that the Preferential Dividend

referred 10 above, should be proportionally reduced in the event of a future subdivision of shares outstanding in
order to preserve the relative rights of the holders of the shares of the two classes;
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The Board of Directors be and is hereby given the authority to determine that any future subdivision of shares
may be effected by way of a dividend payable in Ciass A" non-voting shares on the Class "A” non-voting
shares and payable in Class “B" common shares on the Class "B" common shares provided that after giving
effect thereto. the relative rights of the holders of the two classes are preserved.

That in the event of such future subdivision, the amount of the Preferential Dividend will be proportionately
reduced to an amount to be fixed by the Board of Directors so as 1o preserve the relative rights of the hold-
ers of the two classes.

The Corporation be and is hereby authorized to make all filings necessary for the issuance of a Certificate
of Amendment under the CBCA to give effect to this Special Resolution.

The directors and proper officers of the Corporation be and they hereby are authorized and directed to
take such action and to execute and deliver all such documentation as may be necessary or
desirable for the implementation of this Special Resolution.

This Special Résolution shall be subject to approval by a majority of not less than two-thirds of the votes cast
by the holders of the Class "A" non-voting shares present or represented at a meeting called for the purpose
of passing such Special Resolution, as well as by a majority of not less than two-thirds of the votes cast by the
holders of the Class "B" common shares present or represented at such meeting.

Notwithstanding the provisions hereof. the Directors of the Corporation may revoke this Special Resolution
"A" at any time prior to the issuance of a Certificate of Amendment under the CBCA
giving effect hereto without further approval of the shareholders of the Corporation.

MOLSON INC.
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The holders ("Shareholders”) of the Class "A” non-voting shares and/or Class "B common shares (sometimes
collectively referred to as the “Shares™) of the Corporation have the right to dissent from the Special Resolutions
(the form of which is set forth in Exhibit "A" and "B to the accompanying Management Proxy Circular) pursuant
to Section 190 of the Canada Business Corporations Act (the “CBCA™). In the event that the actions approved
by the Special Resolutions become effective, any Shareholder who dissents from any one of or both of the Special
Resolutions in accordance with the provisions set out in Section 90 (a “Dissenting Shareholder”") will be entitled
to be paid by the Corporation the fair value of the Class "A" non-voting shares and/or the Class "B” common
shares held by such Shareholder determined as at the close of business on the day before the Special Resolutions
were adopted.

A Dissenting Shareholder may only dissent with respect 1o all of the shares held by such Shareholder on behalf of
any one beneficial owner and registered in such Shareholder's name. In order to dissent, a Shareholder must send
a written objection (a "Notice of Dissent™") to any one of or both of the Special Resolutions to the Corporation
at or before the meeting calied for the purpose of considering such Speciaf Resolutions. The filing of a Notice of
Dissent does not deprive a Shareholder of the right to vote in respect of the Special Resolutions. A vote against
any one of or both of the Special Resolutions in person or by proxy does not by itself constitutes Notice of Dissent
for the purposes of Section 190. A vote in favour of the Special Resolutions in person or by proxy will disentitle
the Shareholder from such Shareholder’s right to dissent.

Within 10 days following the approval of the Special Resolutions, the Corporation is required to notify in writing
each Dissenting Shareholder, inter alia, that the Special Resolutions have been adopted, but such notice
(the "Company Notice") is not required to be sent to any Shareholder who voted in favour of the Special Resolutions
or who has withdrawn his Notice of Dissent. A Dissenting Shareholder must within 20 days after such Shareholder
receives the Company Notice or, if such Shareholder does not receive a Company Notice, within 20 days after
such Shareholder learns that the Special Resolutions have been adopted, send to the Corporation a written notice
(the "Demand for payment™) containing such Shareholder's name and address, the number and class of shares in
respect of which such Shareholder dissents and a demand for payment of the fair value of the Class "A"” non-voting
shares and/or Class"'B" common shares of the Corporation held by such Shareholder. Within 30 days of the sending
of such Shareholder's Demand for Payment, the Dissenting Shareholder must send the certificates representing
the shares to the Dissenting Shareholder. A Dissenting Shareholder who fails to forward his certificates
representing the shares within the time specified above has no right to make a claim to be paid the fair value of
such Shareholder's Class “A” non-voting shares and/or Class “B" common shares.
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On sending a Demand for Payment, a Dissenting Shareholder ceases to have any rights as a Shareholder other
than the right to be paid the fair value of the Class "A" non-voting shares and/or Class "B common shares of the
Corporation held by such Shareholder, unless the Dissenting Shareholder withdraws the Demand for Payment
before the Corporation makes a written offer (the “Offer to Purchase”) to pay for such shares or the Corporation
fails to make an Offer to Purchase and the Dissenting Shareholder withdraws such Demand for Payment or the
Board of Directors revokes the Special Resolutions as provided therein, in which case such Shareholder’s right as
a Shareholder are reinstated as of the date such Shareholder sent the Demand for Payment.

No later than 7 days after the later of the day on which the actions approved by the Special Resolutions is
effective or the day the Corporation receives a Demand for Payment, the Corporation must send to each Dissenting
Sharehclder who has sent a Demand for Payment. an Offer to Purchase the Class "A” non-voting shares and/or
the Class "B common shares of the Dissenting Shareholder in an amount considered by the Board of Directors
of the Corporation to be the fair value of such shares accompanied by a statement showing how the fair value of
such shares was determined. Every Offer to Purchase Class "A” non-voting shares held by Dissenting Shareholder
shall be on the same terms and every Offer to Purchase Class "B common shares held by Dissenting Shareholder
shall be on the same terms. Any Offer to Purchase accepted by a Dissenting Shareholder must be paid by the
Corporation within 10 days of acceptance, but an Offer to Purchase lapses if the Corporation has not received
an acceptance thereof within 30 days after the Offer to Purchase has been made.

If an Offer to Purchase is not made by the Corporation or if a Dissenting Shareholder fails 1o accept an Offer to
Purchase, the Corporation may within 50 days after the actions approved by the Special Resolutions are effective,
or within such further period as the court may allow, apply to the court 1o fix a fair value for the Class "A"
non-voting shares and/or the Class "B" common shares of any Dissenting Shareholder. If the Corporation fails to
so apply to the court, a Dissenting Shareholder may apply to the court for the same purpose within a further
period of 20 days or within such further period as the court may allow.

Upon any application by the Corporation, the Corporation shall notify each affected Dissenting Shareholder of
the date, place and consequences of the application and of such Dissenting Shareholder’s right to appear and be
heard in person or by his counsel. The application referred to above shall be made to a court having jurisdiction
in the place in Canada in which the Corporation has its registered office or in the Province where the Dissenting
Sharehoider resides if the Corporation carries on business in that Province. Alf Dissenting Shareholders whose
‘shares have not been purchased by the Corporation will be joined as parties to the application and will be bound
by the decision of the court. The court may determine whether any person is a Dissenting Shareholder who
should be joined as a party and the court will fix a fair value for the Class "A” non-voting shares and/or Class "B"”
commen shares of all Dissenting Shareholders.

The foregoing is a summary only of the provisions of Section |90 of the CBCA and is qualified in its entirety by

the full text of such section. Any Shareholder desiring to exercise a right to dissent should seek legal advice since
failure to comply strictly with the provisions of that section may prejudice that right.
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Telephone: (514) 597-1786
Fax: (514) 550-6344
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PRINCIPAL SUBSIDIARIES
Moison Inc. traces its browing heriage 1o the iounding of the Molson brewers :n Monwdal i 1780 While the

- Corporation’s business has expanded and c.ersiied o.er its long history, the Corporatidn cedided i 1996 10

refocus its activiies exclusively on brewing and markeung of malt-basea beverages

The Corporation’s business is now exclusively brewing,
“Partnership”) owned with Carling O'Keefe Breenes of Canada Limited. business in Brazil operated through a
wholly-owned subsidiary Bavaria Lidz 30.1% ovenershin interest in Molson USA, LLC (Molson USA) and 49.9%
ownership interest in the Coors Canada Partnershin. Each of these businesses is more fully described below
under "General Development of the Business™. Durning Fiscal 2001, the Corporation announced the sale of Molson
Centre and Club de Hockey Canadiens Inc. This business 1s now treated as a discontinued segment. Please see
“Discontinued Operations - Sporis and Entertanment™. ‘

through its 100% ownership nterest in Mowson Canada (the

In this Annual information Form. the terms "Corporauon’ and “Molson™ refer 1o Malson Inc. together with Molson
Canada. and their respective subsidiarnes, unless the context otherw-se requies.

SLINERAL DEVELOPMEZINT OF TH

Fil
l(v
i
o

N

5U

Overview
Over the last several years, Molson has disposed of s non-core assets and focussed on strengthening its brewing
business in order to be better positioned for the consohdation of the brewing business worldwide.

Molison Canada

Molson's brewing operations are carried on in Canada through an Ontario general partnership that is 100% owned
by the Corporation and a wholly owned-subsidiary. The Partnership was established in 989 to merge and
rationalize the North American brewing operations of the Corporation. and of Foster's Brewing Group Limited's
("FBG") wholly-owned subsidiary, Carling O'Keefe Breweries of Canada Limited. Each partner then owned the
Partnership as to 50%.

On June 23, 1998, the Corporation, through wholly-owned subsidiaries. acquired FBG's 50% interest in the Partnership.
Following this transaction. the Corporation and a wholly-owned subsidiary collectively hold |00% of the partnership
interests in Molson Canada.

In fiscal 1999, Molson announced arrangements to improve productivity and customer service in the province of
Québec. The agreement covered employees at the Montréal brewery and in the distribution function throughout
the province, and affected approximately 400 employees resulting in a reduction of employees and status changes
from permanent to transitional.

362



In fiscal 2000, two significant cost reduction imitiatives were announced. In September 1999, following a
comprehensive assessment of its financial and acminisirative processes and benchmarking 1tself against 85 other
companies. Molson anrounced imtiatives 10 increase preduclivity through @ combpination of cost reduction and
agnunistratae process improvenients. In addtion. an organizational redesign, v/hich included measures 1o centralize
the developmient of marketing and operauons strategy while maintaning decentralized execution, was mplemented.
The organizationa! redesign. cost reduction and adnunistrative Improvement imitialives referred 10 above ncluded an
18 percen: reduclicr i salaried empioyees.

On October 7. 1999, following a rewiew of capacity utiization ang overal! facility eficencies, Molson announced the
consolidavon of its Ontaric brewing operations and the decision 1o close the Barre brewery. eflective September
2000. As a result. Molson plans investments of 3100 million i its Toronto brewery over the next five years.

On May ¢. 2001, Moison announced the closure of its Regina brewery. effective March 2002.
These mitialives are expected to resull in savings of $150 million over z three year period.

Moosehead Transaction

In june 2000, Moison also terminated the Moosehead Molson Partnership created in 1995 and regained
responsidility for the marketing and sales of its products in Nova Scova, New Brunswick and Prince Edward Island
and se1 LD & ne. organizenion for this purpose  Moosehead continues 10 brew and distribute tne A0LSON
CANADIAN brand n those provinges.

Bavaria Ltda

On December 21,2000, the Corporation entered the South American beer market with the purchase of the BAVARIA
brand and five brewing facilities, from Companhia de Bebidas das Américas (AmBev). The sale of the BAVARIA brand
was drected by Brazilian regulatory authorities as a condition for the approved merger of Brazil's top two brewers,
Antarctica and Brahma. which now operates as AmBev.

The Brazihan beer market is four ang a half times the size of the Canadian market with an estimated annual
consumption of 88 million hectolitres.

Under the terms of the agreement, Molson acquired the shares of Bavaria S.A. (now Bavaria Ltda). with assets that
include the BAVARIA brand and five breweries, for an initial payment of US$98 milion - with the balance of the
purchase price contingent on increased market share performance. The initial purchase price was subsequently
reduced by US$3.7 miliion (Brazilian Reat 7.2 mittion) to reflect the lower than anticipated market share at the date
of closing. Additional purchase price instaliments are dependent on the attainment of specific market share
thresholds. The total purchase price could reach the equivalent of USE213 million (at December 31,2000 exchange
rates of US dollars to Brazilian Real) withir five years if the BAVARIA brand market share in Brazil reaches a level of
6.5%. As part of the transaction, Molson has gained access to the AmBev distribution network for a minimum of four
years with Bavaria. SA having the option to extend the period to ten years.

L3 MOLSON INC.
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Molson USA ‘

-fiecuve Decemper 29. 2000, Molson completed a transaction with Miier Brewing Company ("Miller”) and FBG for
the repurchase of the rights 1o the Molson brands in the United States for US $133 milion. As part of the transac-
vor, Molson has executed amended hicense agreements covering both Miller and Foster's procduts n Canada anc
nas aiso reconiirmed 2 iong-term production agreement with Fosters for export 10 the United States. From December
1997 10 December 29, 2000, Moison ang Foster’s brands were marketed and distributed in the United States by an
1y in which Milizrheld a 50.1% interest and the Corporation and FBG. through direct or inarect subsigiaries. each

held a 24.95% interest. Miller acted as manager of that entity and provided the adrministratve and marketing

services required .J WNat organizauon.

This transacuon vas folloved by the completion. on January 2, 2001, of the sale of 49.9% interest n Molson's US.
business (now oparaung as Molson USA, LLC ("Moison USA™). 1o Coors Brewmng Company for total cash
consiceration of US $65 muliion. Offices for Molson USA, the dedicated business unit with responsibility for Molson
brands i the Unied States. have been established in Golden. Colorado. The US. beer market is the largest in the
warld and 1s consicored key by Molson in light of the growth of the import segment in that market This transaciion
wés completed 1o ensure better focus on the Molson brands in the United Siates with a partner with a proven trac
record and 2 commiiment 1o prioritize the Molson brands. Coors provides certain sales. distribution and
agmunisteative services required by this organization. Molson USA markets and distributes the Molson brands i the
United States. inciuaing MOLSON ICE the number-one imported ice beerin the United States. GOLDEN. CANADIAN

and CANAZDIAN LICHT.

Moison's beer shipments 1o the United States in fiscal 2001 decreased by | 1.8% from the prewvious year to
1.9 million hectolitres.

VWhile Molson trademark products are available throughout the United States. including Alaska and Hawan,
the majority of sales are concentrated in the eastern region of the United States.

Coors Canada

Coors Canada. an Ontario partnership, is owned 50.1% by Coors Canada inc., 2 wholly-owned subsidiary of Adolph
Coors Company, and 49.9% by the Corporation. Coors Canada is responsible for the management of the Coors
brands in Canada. During fiscal 200!, both sales volumes of COORS LIGHT and Coors Canada eamings achieved
significant growth. Pursuant to arrangements between Molson and Coors Canada, Molson is authorized to brew.
distribute and sell Coors brands in Canada and currently brews, distributes and sells the COORS LIGHT brand in
Canada. In fiscal 200!, the partnership and hcensing agreements between Molson and Coors were extended for an
indefinite period and inciuded the addition of Molson performance standards for the Coors brand. They also
provide for the possibility for Molson to launch light beer in Canada.

International

Molson’s objective on an international level is to enter two markets within the next five years, where it will exercise
a high degree of control over brand development and have access 10 high quality distribution and resources on the
ground. These were the principles that guided the Bavaria acquisition.
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DISCONTINUED OPERATIONS

Sports and Entertainment

On june 27.2000.the Corporation announced that it intended to seii a cortroling mterest i its S251s and Entertanment
business which consists of Club de Hockey Canadien. a professional hockey franchise i the Nztonal Hocke: League
{"NHL"). related merchandising actnities and the operations of the Molson Cenue. 2
entertainment venue in downtown Montréali which cpened in March 1996, On january 3i. 2001 the Corporauon

ate-of-the-art sports ang

announced a transacuion for the sale of an 80.1% interest in the Montreat Canadiens Hockey Club ang 100% of tie
Molson Centre in 2 transaction valued at $275 milion. The transaction vas approved by the INiSL Board of Governors
on June 19,2001 2nd closed on July 25,2001,

Chemical Specialties

The Corporation was previousty involved in a woridwide chemical specialiues business. inrough a whollv-owned
subsidiary operaung under the name of Diversey Corporauon ("Di.versey”). These businesses were sold during
fiscal 1997.

Retailing
On Aprit 30. 1998 1he Corporaiion sold its 25% interest in The Home Depot Canada 1o 2 suondiary of The Home
Depot, Inc. of Atlania for after-tax cash proceeds of approximately $350 million., '

On October 25. 1999, the Corporation completed a transaction to sell the business operatons of Beaver Lumber
to Home Hardware Stores Limited ("Home Hardware™) of St. Jacobs, Ontario for total proceeds. subject 1o closing
adjustments, of $68 million, including a $35 milkon promissory note. The promissory note 1s secured by a fixed charge
against certain properties and bears interest at 8% per annum. The principal and interest are repayable in instalments
commencing in October 2002 with any remaining outstanding principal and accrued interest being payable in full in
October 2004. During fiscal 2001 Home Hardware sold certain property and. in accordance with the terms of the
note payable. made payments of $0.2 million against the outstanding principal.

The sale of Home Depot Canada and Beaver Lumber resulted in a net gain of $133.7 million.

NARRATIVE DESCRIPTION OF THE BUSINESS

General Information

The Canadian brewing industry is a mature market, with no major growth forecasted over the long term. The market
grew slightly in the calendar years 1997 to 1999. while volume decreased in calendar 2000 partially. as a result
of poor weather in the eastern portion of the country. Slight growth is expected over the next few years due to
demographic factors.

The industry is characterized by aggressive competition for volume and market share from regional brewers,
microbrewers and. to a lesser extent. certain foreign brewers. as well as Molson’s foreign-controlled domestic
competitor. This competition requires significant annual investment in marketing and selling activities.

PR MOISON INC
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The beer industry in Canada has also been’charactenzed over the last few years by growth in the super premium
category. including imports as well as growth in the discount category. The super premium segment currenta
represents 0% of total sales, while the other two segments, the premium and GisCoun™t Category. respecinels rep-
resent 72% and 8% The premium segment includes the hght segment as a subsegment. whie he super
prerium category includes import and certain domestic brands in its subsegments,

Total indusiry volume in Canada is sensitive to factors such as weather changes n gemographics and consumer
preferences. Consumption of beer in Canada is also seasonal with approximately 40% of industry sales volume
occurring during the four months from May to August. For the vear ended March 31,2001, estimated industry sales
volume in Canada, including sales of imported beers. decreased by 0.9%: 10 approximately 20.5 milhion heciolitres

Imported beer volume in the Canadian market has 2lmost doubled over the past five years, achieving & 7% share of
the total industry volume during the year ended March 31. 2001. During the same time frame. domesticaily
produced volume remained stable.

The domestic brewing industry 1s composed principally of two major brev.ers having a combined market share of
approximately 88% of beer sold in Canada. In comparison. the top three prewers in the United Siaies represent
approximately 80% of that market.

Foreign brands licensed for brewing and sale in Canada have played z larger roie Gomestcally than have direct imports.
The three major US. brewers are among the foreign producers. which have licensed Canadian brewers, including
Molson. 1o brew, market and distribute their brands in Canada.

The Ontario and Québec markets account for approximately 63% of the total beer market in Canada. The top ten
brands in Canada accounted for approximately 57% of the Canadian market in fiscal 2001, including MOLSON
CANADIAN which, with 12% market share. is the leading brand in Canada.

The Canadian industry as a whole has taken a number of initiatives to reduce its costs and improve its ability to
compete. In order to eliminate excess capacity. Molson has closed ten breweries since 1989 including the Barne
brewery, which closed in September 2000, and will aiso close its Regina brewery in 2002. In Ontario, the distribution
and retail system operated by Brewers Retail inc. (of which Molson is a shareholder) is pursuing opportunities to
modernize the retail business to enhance industry sales. while seeking increased efficiency in the wholesale operation.
Molson, its man competitor and others utilize a common bottle in Canada. resulting in significantly reduced
distnbution. warehousing and sorting costs.

Marketing
Competition in the beer market involves a wide range of marketing and sales activities. Molson strives to sustain its
competitive advantage by attempting to clearly postion and promote its core brands in the marketplace.

A key element of Molson's marketing strategy is 1o apply rigour to the spending process to increase the effectiveness
of its marketing initiatives. Molson looks to empirical research and consumer insight to ensure it allocates spending
10 those mechanisms that influence brand adoption and drive sales. Rigorous testing of advertisements is done both
qualitatively and quantitatively with consumers and takes place while the advertisements are still in development.
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Molson believes that the long-term success of core brands depends on advertising and promouons that represent
the brands In ways that are relevant and meaningful to key consumers through unigue brand postoming.

The marketing team in Canada 1s responsidie for consumer strategc marketing. inciuding overali sirategy. creative
development and promotions. It works closely with regional sales peopla 10 execute the strategy efiectively (0
leverage local knowledge and relationships with iocal licensees. retaters and other marketing channels.

Moison's strateg:ic markeung efforts in Canada are focussed on the core brand portfolio comprising A4CLSON
CANADIAN, /MOLSON DRY. MOLSON EXPORT. RICKARD'S. COORS LIGHT CORONA and HEINEKEN.

Brands
Molson markets 2 wide range of brands across Canzda designed to appeal 10 a vaniety of consumer preferences.

Molson-Owned Brands

Molson's major owned brands are CANADIAN, EXPORT, A10LSON DRY and RICKARD'S. IMlolson has taken a number
of innizatives over the last two years with respect 10 these brands, ncluding new advertising campaigns for both
CANADIAN and EXPORT and a relaunch of RICKARD'S RED together with a line extension, RICKARD'S GOLD.

CANADIAN, a tager, has for four years been the leading packaged brand in Canada and has experienced growth for
the last three years. In fiscal 2000, the 1 A% CANADIAN siogan was revived 1o connect the brang with consumers.
based on the notion of Canadian pride.The Canadian pride positioning is entering into its second year and is prov-
ing very successiul in growing market share for the brand.

EXPORT 15 an ale, which has been produced by Molson since 1903. It is a leading brand in Québec and has
benefited from a long association with hockey as well as other sports. It was relaunched in the rest of Canada during
the 2001 fiscal year with a new positioning, targeted to the male market segment. After |2 years of decline, EXPORT
15 growing share based on this new campaign.

MOLSON DRY is the largest selling brand in Québec and has been the number one brand in Québec for five years.
The brand is currently completing a major advertising study. to drive new life in this already very successful brand.

RICKARD'S - During fiscal 2001, Molson invested a considerable amount of effort focusing on the domestic
super-premium category. the fastest growing segment in the country. This led to a decision 1o relaunch RICKARD'S
RED together with a line extension RICKARD'S GOLD, with new positioning, supported by an outdoor advertising
campaign encouraging mainstream drinkers to try something A SHADE DIFFERENT.

Molson owns a2 number of significant regional brands. including GOLDEN, PILSNER. O'KEEFE, LAURENTIDE.
CARLING BLACK LABEL, QLD VIENNA, BLACK HORSE and the CARLING family of discount price brands. Efforts
continue on reducing the dependency on the non-core brands to improve efficiencies throughout the organization.

Molson has also launched TORNADE  the leading tine of flavoured malt-based beverages.to meet the changing needs
of consumers and defend its posttion against other alcohol coolers.
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Molson Licensed Brands
Molson also disirisutes tcensed brands such as COORS LIGHT CORONA =IEVIKEN ang tne AVLLER brands as well
as FOSTER'S LAGER

COORS LIGHT s manufaciured by Moison under license from Coors Canaga and 1s ine leaaing gt beer n Canada

with 6.6% average national market snare and 53% share of the light segmentin fiscal 2001, 1t the fourth-largest

seling brand in Canada. The light beer segment represents approximiately 2% of the Canadan markel

CORONA
Moilson distributes CORONA EXTRA 1 Ontario. Québec and the Atlantic Provinces pursuant 10 an agreement with
Cerveceria Modzlo S.A De C V. Itis the number one super premium import in Canada.

HEINEKEN
Molson has ag-eements «with Heineken NV, (Netherlands) where «t has been granted the right 10 import and sell

HEINEKEN LAGER. MURPH1'S 1RiSH STOUT and /AURPHY'S IRISH AMBER throughout Canada. HEINEKEN s the
number two super premiunt mport in Canada

PAILLER

Molson execuiad an amended license agreement with Milier in Decemper 2000 10 brew and sell AULLER HIGH LIFE,
MILLER LITE A4LLER GENUINE DRAFT MILLER CENUINE DRAFT LIGHT MILWAUKEE S BEST DRY ang AILWAUREE”
BEST. the largest seliing racemark i the popular price segment in the Province of Québec. Molson also began
importing MILLER CENUINE DRAFT in a clear bottle in fJanuary 2000.

FOSTER'S

Molson amended and restated its License Agreement with Carlton and United Breweries Limited. a subsidary of
FBG. 1o brew FOSTER'S LAGER in Canada for sate in Canada and the United States. and to brew FOSTER'S SPECIAL
BITTER in Canada for szle in the United States,

Other Arrangements

BRICK

in 1997. Molson concluded an agreement with Brick Brewing Company (“Brick”™) 10 sell the LAKER brands acquired
from Lakepart Brewing Corporation to Brick in exchange for a promissory note and common shares of Brick. Molson
Canada currently holds approximately |2% of the outstanding common shares of Brick.

InJuly 1997. Brick and Molson signed an exciusive marketing and selling agreement covering the brands Brick acquired
fromThe Northern Algonguin Brewing Company. On July 20,2001, Molson purchased the ALGONQUIN brands from
Brick and entered into a production and distribution agreement with Brick whereby Brick will continue to produce
and distribute the ALGONQUIN beer brands for the Ontario market. The marketing and selling agreement has
conseguently been terminated.

DAVE NICHOL'S
Molson brews. distributes and markets the Dave Nichol's Personal Selection variety of beers in Ontario.
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ASAHI .
Molson has an agreement with Asani Brewenes Ltd. 10 brew ASAH! SUPER DRY for the US. beer market.

Market Share

Moison has tn2 nignest market share in each of Newfoundland. Québec, Ontaro, Saskatchewan and Aberta. In fiscal
2001, Moison had an esumated average market share of 45.0% of all beer sold n Canada. including mporied bee:
compared with an average market share of 45.1% in fiscal 2000.This was due to the conunued sirong performance
of 140LSON DRY EXPORT TORNADE anc the MILWAUKEE BEST trademark in Quabec and CANADIAN eisewhere
ard the increasad szles grovth of COORS LIGHT CORONA and HEINEKEN brands. The growth in core brand was
ofiset b dechires
section titled “Sa'es Revenue Volume and Market Share” on page 46 of the Management's Discussion and Analysss.

-unsuppoited brands. Further detatls relating to our fiscal 2001 performance are provided in the

Marketing Assets
Molson's association waith highly visible sports and music events is used to leverage its brands.

Sports

Molson's researcn incicates that hockey 1s extremely relevant and important to consumers. which is why it continues
y 7 )

10 be extensivel. invoted in Canadian hockey: boih at the national and grass-roots levels.

As a mzjor spensar of & sk Canadian NHL teams, Molson 15 continually strengthening its relauonship with
professional hockey. Molson also remains the title beer sponsor of the French national broadcasts of NHL games.

In acdition to its commitment to professional hockey in Canada, Molson continues 1o strengthen its relationship with
jurior hockey. including a strong ailiance with the Canadian Hockey Association. which includes men's national, women's
national and nztional yunior teams

Molson also has 2 sponsorship agreement with the Toronto Raptors of the National Basketball Association.

EXPORT continues 10 enjoy the benefits of a multi-year title sponsorship with the revived Montreal Alouentes fran-
chise of the Canadian Football League {"CFL") playing in Molson Stadium. This sponsorship in Montréal
complements existing CFL partnerships. which have been in place with the Calgary Stampeders. Edmonton Eskimos
and Saskatchewan Roughriders for many years.

On February 16,2001 Molson announced a partnership agreement with the Montreal Expos that makes Molson
the team’s titie sponsor The one-year agreement. includes an option for the 2002 season. Under the terms of this
agreement and using the £EXPORT flagship banner, Molson becomes the team's favoured supplier at the Olympic

tadium. Molson anticipates enhanced visibility as Expos’ games are aired on both TSN and RDS netwerks, and on
the CKAC radio station. :

As a resuft of these associations, EXPORT is now the sponsor of alt Montréal major professional sport teams.
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Music

Molson has made a long-term investment in entertainment propertes, ncluding event proguction and venue
ownership

One example is House of Blues Concerts Canada ("House of Blues™). an equal partnership between Molson Canada
ang HOB Concerts Canada Ltd. devoted to the staging. production and marketing of five entertanment across
Canada. Entertainment marketing teams in each region work closely with House of Biues 10 deveiop nauonal and
reg:onal music events that appeal 1o local fans ang draw those fans to local Molson venues.

Molstar

Morsiar Sports and Entertainment ("Molstar™), an operating division of Molson Canada, whose activities are
futir-mtegrated with the national marketing team, is also involved in the development and production of sports and
“ainment programming for television, as well as the production of video-cassettes. Duning fiscal 2001 Molstar
precaced nearly 900 hours of television programming. including 263 NHL games.

Molsiar Inc..a subsidiary of Molson Canada, organizes and runs two major motorsports events in Canada: the Molson
Ingy Toronto and the Moison Indy Vancouver. Beginning in fiscal 2002. Molstar Inc. wil also be a co-promoter and
sporisor of a new Molson Indy event in Montréal The three races, part of the Fedex Championship Auto Racing Team
(CART) Series, are broadcast in more than 180 countries.

Suppliers

Molson has undergone a strategic review of raw materials and suppliers as part of a global supply chain strategy.
Molson's goal is to use world class procurement practices, methods and technology to result in strategic procurement
of quality materials and services at the lowest prices possible. Molson aiso intends to consolidate purchases within
domestic and international operations and will work with the supplier communtty to select giobal partner’s materials
angd services which best meet these strategic objectives.

Currently. Molson single sources cans, glass bottles, crowns, labels, malted barley and liquid adjunct. Availability of these
products has not been an issue and Molson does not expect any difficutties in accessing any of these products. should
any current source become unavailable.

Trademarks

Motson places a very high value on its trademarks and other intellectual property. fts policy is to pursue registration
of its trademarks whenever appropriate and to vigorously oppose any infringement of its intellectual property rights.
it has sought formal protection for its various trademarks in over 125 countries around the world.

Government Regulation

In Canada, the provincial governments regulate the production, marketing, distribution and pricing of beer and impose
commodity taxes and license fees in relation to the production and sale of beer. In addition, the federal government
regulates the advertising, labeling, quality control, and international trade of beer and also imposes commodity taxes,
consumption taxes, excise taxes and in certain instances, custom duties on imported beer. As well, certain bilateral
and muttlateral treaties that have been entered into by the federal government, provincial governments and certain
foreign governments, especially the government of the United States, affect the Canadian beer industry.
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While the beer industry in many countries, including the United States. s subject to government regulaion, Canadiar
brewers have historically been subject 1o comparauvely more regulation.

Trade Issues

Trade issues at the inter-provincial and nternational levels have a significant impact on the Canadian beer mdustiy
Historically. provincial regutations generally required Canadian brewers 10 operate a brewsery i 3 particular provnee
in order to obtain favourabie pricing and distribution access in such province and this requirement severeiv inuleg
the ability of brewers to distribute their products inter-provinciall, The Ontaro Liquor Control Act was amendea
in 1992 10 authorize Canadian brewers outside Ontario to sell beer in Ontario 10 the Liquor Control Board for sale
through Brewers Retail Inc. if the jurisdiction in which the beer 15 brewed contans @ smilar provision m favour &
Ontario.

As well, in July of 1994, the federal and provincial governments signed a comprehensive agreement to reduce barriers
10 the inter-provincial trade of goods and services. This agreement became effective on July 1. 1995 1n most provinces
with the exception of certain eastern provinces where it will become effective over the next few vears. This
agreement removes the requirement for a brewer 1o brew its beer in a province in order to obtain access 1o
the local distribution network.

International trade can also affect Canadian brewers in relation to the export of ther products into forergn
jurisdictions as well as in relation to competition from foreign brewers, especialy US. brewers, seling thew beer
Canada. In August 1993.1he Canadian and US. governments signed @ Memorandum of Understanding (‘MOU™) that
sets out the conditions for access by US. brewers 1o the Ontario market and resulted in the termination of
retaliatory duties that each country had imposed on the other's beer shipments for over a year: The MOU also
provides for a minimum retail price for beer in Ontario based on alcohol levels. exclusive of the environmental levy
and the applicable container deposit. This minimum price may be adjusted on an annual basis to the Ontario Consumer
Price Index.

Distribution
Provincial governments impose licensing requirements on the brewing and distribution of beer. These requirements

in Canada have evolved 1o reflect the social policy objectives of the various provincial governments. In most cases.

this has brought about the creation of a restricted number of government-regulated distribution outlets. In most
provinces, the industry engages in some form of joint distribution. The exceptions are Québec and Newfoundiand,
where each brewer carries out its own distribution. The distribution systems in each province generally provide
the coliection network for returnable bottles and cans. The standard container for beer brewed in Canada 1s
the returnable bottie, which represented approximately 69% of domestic sales in Canada in fiscal 2001, with cans
accounting for 19% and draught for 12%.

in Ontario, all brewers pay a service fee based on their sales volume sold through Brewers Retail Inc., the principal
retail distribution organization for beer in that province. Molson Canada, together with certain other brewers,
participates in the ownership of Brewers Retail Inc. in proportion to its market share, relative 1o the other brewers.
in Alberta, the government owned and operated liquor distribution system, which distributed beer, was privatized in
fiscal 1994,
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In Québec.beer is distributed directly by each brewer or through independent agents. In Québec and Newfoundiand.
retal sales for home consumption are made through grocery (Québec oniv) and comonence soves as well as
government operatec stores. Beer is also distributed in Newfoundiand through ndepencent agents. In ai other
provinces. co-operative svstems of distribution are used: with szles 1o the home consumer bang made through
independent ficensed retail outlets or government-operated stores. All beer s delvered by Moison by Truda o by rad

Advertising

Since February 1, 1997, Adverusing Standards Canada ("ASC") has handled pre-clearance zpproveals for broagzast
advertising of alcoholic beverages at the federal level. This change occurred following the announcement n August
1996 by the Canadian Racio - Television ard Telecommunications Comnussion ("CRTC™) that. due 1o budget cuts,
the CRTC would no longer pre-clear advertisements. The CRTC stili requires, however that 2! broadcast adverusing
of alcoholic beverages comply with the ASC's Code for Broadcast Advertising. \Without approval numbers,

broadcasters will not air an advertisement. Costs incurred by the ASC for pre-clearance are borne by tne brewers

The provinces also regulate advertising. In recent years, most provinges have moved toward & seli-reguiatory model
and no longer require brevsers 10 submit agvertising for pre-approval.

Pricing
The pricing of beer in Canada is affected by the imposition of provinciai and federal taxes. Commodity and sales
taxes make ud 52% of the average retal price of beer in Canada

Pricing of beer in Canada is usually gone by reference to mainstream or premiwm brands. Domestic super premum
brands are usually sold at a level 10% to 159 higher than premium beers. with imports being priced at a slightly higher
level, while discount beer are sold at prices approximately 10% 10 15% below premium brands.

Pricing legisiation in all provinces provides, directly or indirectly. that provincial authorities may control the pricing of
beer Some government authorities require retall prices to be uniform throughout the province. but the method of
determining prices differs among provinces. In a number of provinces, social-reference pricing has been established.
setting the minimum price at which beer can be sold.

Employees
Molson had approximately 3.800 full-time employees on March 31,2001 and hires seasonal part-time employees as
required.

Workplace change initiatives are continuing at Molson. As a result, joint union and management steering committees
established in most breweries are focusing on customer service. quality, continuous improvement, employee training
and a high degree of employee involvement in all areas of brewery operations. Results 1o date have been encour-
aging. Packaging line performance and productivity have improved substantially. both in the smaller facilities, as
well as in the larger breweries in Ontario and Québec. Gainsharing programs, designed to improve brewery
operations, are in place in some breweries while Economic Value Added incentive plans, linking employee rewards
10 shareholder value, are in place in others. In addttion, safety performance continues 10 improve and environmental
initiatives are being undertaken by employee teams at every brewery.
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The chart below summanzes the current major coliecuve barganng zzreements and thew teIms.

Canada
Location Contract Agreement Expiry
Newfoundianc Six-vear agreement March 31 2006
Québec Four-year agreement December 31,2003
Toronto Six-year agreement December 31,2305
Regina Sx-year agreement Manch 31,2003 "
Edmonton Four-year agreemer March 31,2004
Vancouver Five-vear agreement Aped 20,2002
Trsreaery ot osaten e B P

BRAZIL

Certain employees in the breweries :n Brazil are subjact 1o col'ective bargzmuns agreements that apply to alt

empioyees in a given sector of the economy in each state. These agreements are usuall, vahg for one vear

Properties

Molson owns ang operates sx brewing faciliies in Canada located i each of St John's, Newdcundiand. Montreal,
Québec, Toronto, Ontario, Regina. Saskaichewan. Egmonton. Alberta and Vencouver Britsh Coiumbia vath a total
capacty of approsamately 14.4 million hectolitres. Molson Inc. also owns enc operates five breweries in Brazii
strategically located throughout the country with a total capacity of approximately 7 millior hecioiitres.

All these locations are owned and are free of any major encumbrances. Mo'son also leases certain of its business
offices.

Environment

The Corporation’s Canadian brewing operations are subject to provincial environmental regulations and local
permit requirements regarding, among other things. air emissions, water discharges and waste handhng and disposal.
Management believes the corporation 1s substantially in compliance with such environmental regulations.

The Cerporation has a comprehensive environmental program with a number of components inciuding organiza-
tion. monitoring and verification, regulatory compliance, reporting, education and training, and corrective action.

The Corporation is currently responsible for sites relating to discontinued operations, which require environmental
remediation programs and these programs are either under way or are planned. Most of these sites relate to
properties previously associated with the Diversey business and the Corporation has established provisions for the
costs of these remediation programs.

The Corporation believes that the amounts anticipated to be expended by the Corporation in connection with its
on-going business activities, are not fikely to be material 1o fts operations or financial condition. In connection with
these sites, management is unaware of any instance of non-compliance with environmental laws and regulations, which
is not being responsibly addressed.
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MANAGEMENT'S DiSCUSSON AND ANALYSIS OF RESULTS OF OPERATIONS AND FINANCIAL CONDITION

Reference is made to Management's Discussion and Analysis on pages 42 through 55 of the 2001 Annua! Report,
which section is incorporated heren by reference.

FARKET FORTHE St

SO TR ISSUER

The Class "A" non-voung shares and the Class "B common shares of the Corporation are listed and posted for
trading on the Toronto Stock Exchange under the symbols Mol A and Mo} B. The Corporation has no issued and
outstanding shares cf any other class.

SELECTED CONSOLIDATED FINANCIAL INFORMATION

vacrs ended Alorch 31 (Daodiars m m I ons. evcen’ per shore omounis) 2001 2000 1999 .
Saies and other revenues 24834 23750 1.962.8
Earnings from continuing operations before provisions
for rationalization and non-recurring items 1.7 85.2 611
Earnings (loss) from continuing operations 137.26 (65.8) 3104
Earnings (loss) from discontinued operations (3.3) 21.8 1389
Net earnings (loss) 133.9 (44.0) 169.9
Total assets 3,280.8 3.111.8 34396
Total fong-term debt 1.204.4 s 1.224.7
Less current portion - - 32
1,204.4 IRERN 12215

Earnings (loss) per share from

Continuing operations 2.31 (.11 053
Earnings (loss) per share 2.25 (0.74) 2.88
Dividends per share 0.72 0.72 0.72

(1} Fiscal 1999 includes the proportionate consolidauon of 50% of Moailson Conada and 24.5% of Coors Conado to june 23, 1998 and 1 00% of
Molson Cangdo and 49.9% of Coors Canado thereafter.

(2) Fiscal years prior to fiscal 2001 hove been restated 1o reflect the Corporauon’s Sports and Entertomment segrment as @ discontinued opergtion.

(3) Fiscal 2001 includes @ $25.5 mutlion reducton in future mcome tax habiites resulting from the enacument of future tax rate reducuons.

(4) Fiscol 2000 includes pre-tax prowsions for rotionahzation in Mcison Canada for $224.0 mitken, a $27.5 mithon provision for reo! estate losses
offset in port by @ gor of $25.9 million relaung 10 the CTV Sports Net tronsocuon.

(5) Fiscal 1999 includes o pre-tax provision for rauenalzouon in Molson Canada for $58.0 millien ond o commodity tax refund and related interest
of $16.4 mitlion.
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Dividend Policy

The Corporation has paid dividends every year since it became a public company in 1945. The Board of Directors
determines dividend levels on the basis of a number of facters. including current and projected net earnings,
investment spending requirements and the Corporation’s overall financial position.

In each fiscal year the holders of the Class "A™ non-voting shares are entitled to receive non-cumulative dividends
aggregating $0.067 per share before any dividends may be paid on the Class "B" common shares. No further
dividends can be paid to the holders of the Class "A" non-voting shares until dividends aggregating $0.067 per share
have been declared or paid on the Class"'B" common shares, and thereafter the Class "A” non-voting shares and the
Class "B" common shares participate equally as to all dividends declared. If the stock subdivision is approved at
the special meeting of shareholders on August 28, 2001, such dividends will be reduced to $0.033 per share.
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DIRECTORS AND OFFICERS

MOLSON INC

>

Directors
The ~ames, municipattes of residence and principal occupations of the Corporation’s dreciors = fiscy 2001, ard
e zonod during which each director has served on the board of direcors. are as follows:

idame and Municipaliy

of Res.gence Principal Occupation Directo Since
Dr. L. Barber Corporate Diector 1678
Regina Beach. Saskaichewan

MW Barrett Group Chief Executive 1992
London. England Barclays Pic

Luc Beavregard Chairman and Chief Executive Officen: 1997
Montres’. Québec NATIONAL Public Relations inc.

Jean Béliveau Corporate Director 1978
Longueur. Québec

Dr. E Bellini Chairman 1997
Mount Royal, Québec [mmuno Systems Inc.

D.W. Colson Deputy Chawrman and Chief Executive Officer. 1997
London, England Telegraph Group Limited

D. G. Drapkin Vice Chairman, 1998
Alpine. New jersey MacAndrews & Forbes Holdings inc.

E.H. Molson Chairman of the Board, 1974
Westmount, Québec Molson Inc.

R.l. Molson Deputy Chairman of the Board 1996
London, England Molson Inc.

S.T. Motson Secretary and Member of the Board. 1988
Westmount. Québec The Molson Foundation

D.). O'Neill President and Chief Executive Ofiicer, 1999
Westmount, Québec Molson Inc.

H.S. Riley Chairman, 1999
Winnipeg, Manitoba Investors Group Inc.

The term of each director runs from the time of his election or appointment to the next succeeding annual
meeting of shareholders or until a successor is appointed.
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NON-DIRECTOR SENIOR OFFICERS

The names and municipaiiies of residence of the non-director senier officers of the Corporauer as a1 Maen 31
2001, and the posion and princpal occupation of each n the Corporation are as follows:

Name and Municipality
of Residence

Principal Occupation

P Bowin
Mount Royal, Québec

R Coaluer
St-Lambert, Québec
JM. DeYoung
Weston, Ontario

R Doin

Mount Royal. Quebec
M. Downey

Toronto, Ontario

M. Giguére

Montréal. Québec

J M. Grossett
Gormiey, Omario

PL Keliey
Beaconsfield, Québec

J.P Macdonald
St. Hubert, Québec

D. Perkins
Mississauga. Ontario

B. Shier

Vancouver, British Columbia

G.Wade
Beaconsfield, Québec

Executive Vice President of the
Corporation and President.

Club de Hockey Canadiens. Inc. and
Molson Centre Inc.

Executive Vice President and Chief
Financial Officer

SerorVice President, Taxaton

President. Molson Canada. Québec/
Atlantic Region

SeniorVice President, Global Marketng

SeniorVice President, Chief Legal Officer
and Secretary ‘

SeniorVice President, Human Resources

Senior Vice President,
International Brewing Strategy

Vice President, Corporate Affairs
President, Molson Canada. Ontario/MWest
Regien

President, Moison USA, LLC

Senior Vice President. Quality Brewing
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During the past five years. all the directors and semor officers have pear engaged or emploved in the above capac-
ties or other capaciues by the Corporation or the organizauions inc 2312d under "Principal Occupation” except:
who, prior to 1999 was Charman of Bank of Menuea a=2 omor to February 1999 was Charman and
Crief Execuive Officer of Bans of Montreal: PBonin who. prior 10 Septe~oe- 1993 was President and Chief Executive
Officer of Bauer Nie Hockey Inc R Coalier who prior 1o Mav 22, 2500 was Cheef Financial Officer of C-MAC
Industnes RH Doim who. omor to January 1997 was President and Chef Executnee Officer Cabte Groun, CFCF Inc.;
M. Downey who was Presidernt & COO of Sporisco Internaucnal iromt jome 1999 10 January 2000 and from January
1995 10 June 1995 vias President. Maple Leal Sports & Entertanme=1 M. Giguére who, prior to August 1999 was
SeniorVice President. Corporate Affairs and Genaral Secretary The Mcontreal Exchange and prior to October 1997
vas 3 pariner of the law firm Fasken Martineas Dumoutin| M. Grosse= wwno. prior to September 1999 was Senior
Vice Presigent. Human Resources at Coca-Cola Beverages:| R Macdonz ¢ who. prior to October 1999 was Direcior

of Corporate Communicanions and Investor Relations at Québecor Inc.: & 1. Molson who. prior 10 January 1998 was
Maraging Direcior Credit Swisse First Boston: D) O'Nedll who. from Janiary 1998 1o March 1999 was Executive Vice
President of H. | Heinz Company and from 1987 10 1998 vvas Presigent of Campbeli Soup Company. and from june
1995 10 1994 was President of Campbell Sates Company: G Wade. =0 prior to March 26, 2001, was Corporate
Vice President andVice President R&D/Q4/Engneering/Safety and Purchasig with Viasic Foods International

As of May 9.2001. the directors ang senior oficers of the Corperate~. 2¢ a group, owned. directly or indirectly, or
exercised conural o drection over 61.3% of the outstanaing | 1.977.967 Clzss "B common shares of the Corporation.
included as part of these holdings were 2.400.000 Class "B commonr s~ares bereficially owned by Mr EH. Moison
through his associate Lincolnshire Holdings Lid.: 1,600,000 Ciass “B" common shares controfled by Mr £.H. Molson
through Pentlang Securities (1981) Inc.. an associate of Messrs. EH. Molson and S.T. Molson; 1.000000 Class “B”
common shares beneficially owned by Mr:5.T. Molson through his associate Nooya Investments Ltd., 1,203.600 Class
“B” common shares held by the Estate of the late THP Molson, a family estate trust of which Messrs. EH. Molson
and S.T. Molson are trustees and 1.136710 Class "B” common shares owned by Swiftsure Trust, an associate of
Mr. R1. Molson.

During fiscal 2001, the Corporation had an Executive Committee whose members were Messrs. M. Barrett, EH.
Molson, RI. Molson and BJ O'Neill. The Corporation also has an Audit and Finance Commmee whose members

during fiscal 2001 were Dr. L. Barber, Dr. . Beliini and Messrs. M. Barrett. D. Colson and Rl Molson.

INCORPORATION

Incorporation and Organization

Molson Inc. was incorporated under the laws of Canada in 1930 and became a public company in 1945,
The Corporation was continued under the Canada Business Corporations Act in 1979 and was amalgamated with
a wholly-owned subsidiary in 1980.

In 1993 the share provisions relating to the Corporation’s Class "A” non-voting shares and Class'B” common shares
were amended to provide a “coattall” for the Class “A” non-voting shares. In 1997, the articles of the Corporation
were amended to provide the board of directors with the flexibility to appoint additional directors between
shareholders' meetings in a timely manner and without incurring the expense of a sharehoiders' meeting. In 1999,
the articles of the Corporation were amended to change the name fromThe Molson Companies Limited to Molson
inc. The Corporation has called a special meeting of sharehoiders on August 28, 200! to approve a two-for-one
subdivision of all Class "A" non-voting shares and Class "B shares.
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The address of the registered and executve offices of the Corporauion s 1355 Notre-Dame Street East, Montréal,
Québec. H2L 2R3

Subsidiaries and Significant investments

The Corporation and its wholly-owned sunsidiary, Cariing O'Keefe Breweries of Canada Limntea, coliecuveiy nave a
100% interest in Molson Canada and a 43.9% interest in Coors Canada ot of which are Ont
addition.the Corporauion owns a 100% interest in the Brazilan Compan. Bavan
USA LLC. which is incorporated in Delavare in the United States.

arid partnerships. N

atidaand 350 1% nmterest in Maoison

( Molson Inc. )

|

1 100% 100% | 959+ 50.1%

‘ Bavaria Ltda I Molson Canada I Coors Canada XMolson USA, LLC)
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ADDITIONAL INFORMATION

Additional information, including directors' and officers’ remuneration and indebtedness, principal holders of the
Corporation's securities and options to purchase securities,.and interest of insiders in material transactions where
applicable, is contained in the Corporation’'s Management Proxy Circular for the year ended March 31,2000, and for
the year ended March 31, 2001 in respect of the annual meeting, which was held on june 27, 2001, Additional
information is provided in the Corporation’s 2000 Annual Report to shareholders, and for the year ended March 31,
2001 in the Corporation’s 200! Annual Report to shareholders.

The Corporation will provide to any person, upon request to the Secretary of the Corporation, 1555 Notre-Dame
Street East, Montréal, Québec, H2L 2RS a copy of this Annual Information Form, together with a copy of any
document, or the pertinent pages of any document, incorporated by reference herein, a copy of the comparative
financial statements of the Corporation for its fiscal year ended March 31, 2001 together with the accompanying
report of the auditors and a copy of any interim financial statements of the Corporation subseguent to such
financial statements and/or copy of the Management Proxy Circular. The Corporation may require the payment of
a reasonable charge before providing such documents to a person whom is not a shareholder. If the securities
of the Corporation are in the course of a distribution pursuant to a short form prospectus or a preliminary short
form prospectus has been filed in respect of a distribution of the Corporation’s securities, the Corporation will
provide to any person (without charge), upon request to the Secretary of the Corporation, any of the documents
referred to above and/or copy of any other document not referred to above that is incorporated by reference into
the preliminary short form prospectus or the short form prospectus.

information on the history of Molson, the brewing process in general and Molson’s press releases can be obtained
on the internet at heep:/fwww.molson.com '
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File no. 82-2954

MOLSON4®% Delivering on Commitments

Report to Shareholders
for the first quarter ended June 30,2001
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MESSAGE TO SHAREHOLDERS

Delivering on Commitments

Molson’s performance in the first quarter of fiscal year 2002 reflects the
Corporation’s vision to become one of the top performing beer companies
in the warld. Revenues increased 2% to $759 million compared to $678 mul-
lion for the first quarter of fiscal year 2001 with increases coming from both
Molson's Canadian operaticns and the consolidation of Molson's Braziian oper-
ations with Molson’s 50.1% interest in Moison USA. Comparable net earnings
from continuing operations increased by 34% and cash flow was up by 26%.

Molson’s continued focus on driving cost efficiencies in Canada combined with
the volume growth experienced both in Canada and Brazil have driven profit
levels well above one year ago. Molson's Brazilian operations are profitable
with volume up by 4% and market share for the BAVARIA brand now at 3.9%.
In the United States, a new advertising campaign has been launched to reposi-
ticn Moison brands with American consumers in this growing import market.

For the quarter, Molson's comparabie operating profit increased by 23%,
once again exceeding its growth commitment. The Corporation’s program of
%150 million in annual cost savings is also on track with $45 million in savings
projected for this fiscal year. Core brand portfolio share growth remains strong

with an increase of 0.7% overall reflecting Molson's continued focus on core
strategic brands nationally and on key regional markets with strong growth
potential while lessening dependence on unsupported brands and on certain
unprofitable sectors of the draught beer market.

During the quarter, Molson announced that its Board of Directors had approved
a split of the Corporation’s Class ‘A’ non-voting shares and Class ‘B’ common
shares on a two-for-one basis subject 1o the approval of shareholders at a
meeting to be held on August 28, 2001. The split will make Molson stock more

MOLSON INC.

widely available and attractive to investors who share Moilson's vision of profitable
growth and of remaining one of the best performing beer companies in the world.

With its focus on Canadian core brands, the United States import market and
Brazil, Molson is committed to exceed expectations, uncover further profitable
il growth opportunities and deliver shareholder value.

SR

Eric H. Molson

Chairman of the Board President and Chief Executive Officer

L A
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MANAGEMENT’S DISCUSSION & ANALYSIS

The following comments are intended to provide o review and analysis of the
Corporation’s results of operations and financial position for the three months
ended June 30, 2001 in comparison with the three-month period ended june 30,
2000, and should be read in conjunction with the consolidated financial statements
and accompanying notes. In this management’s discussion and analysis, the terms
“Corporation” and “Molson” refer to Molson Inc. together with Molson Canada
and their respective subsidiaries, unless the context otherwise indicates. Unless
otherwise noted all amounts are expressed in Canadian dollars,

MOLSON FISCALYEAR 2002 FIRST QUARTER FHIGHLIGHTS

* Revenue up 12% to $759 million
* Total volume up 20%; Canadian volume up 2.4%
* Core brands market share up 0.7%
* Comparable operating profit (EBIT) up 23% ()
* Comparable net earnings from continuing cperations
up 34% to $53.6 million (J
+ Comparable net eamnings per share from continuing operations increases
34% to $0.90 from $0.67 per share ()
* Cash flow from continuing operations increases 26% to $81.8 million
* Cash flow per share from continuing operations increases 26%
from $1.09 to $1.37 per share

=
=

Comparable earnings exclude the after-tax rationalization provision of $33.5 million
recorded in May 200! and a non-cash $15.0 million reduction in income tax expense

recorded in the current year to reflect changes in enacted future income tax rates, and =TT

excluding amortization of intangible assets of $7.2 million, net of tax, previously recorded
in the quarter ended June 30, 2000, based on new accounting rules relating to intangible
assets. )
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QVERVIEW
Three months ended june 30
(Dollars in millions, except per share amounts) 2001 2000
Sales and other revenues () 7589 678.1
Brewing excise and sales taxes 193.1 170.8
565.8 507.3

Earnings before provision for rationalization, interest, _

income taxes and amortization 117.8 98.8
Provision for rationalization 50.0 -
Earnings before interest, income taxes and

amortization (EBITDA) () 67.8 98.8
Amortization of property, plant and equipment 14.1 14.4
Amortization of intangible assets - 9.4
Earnings before interest and income taxes (EBIT) 537 750
Net interest expense 8.8 169
Income tax expense (recovery) (0.2) 254
Earnings from continuing operations 35.1 32.7
Loss from discontinued operations - (0.2)
Net earnings 35.1 32.5
Basic net earnings per share

Continuing operations - 059 0.55

Discontinued operations - -
Total 0.59 0.55
Diluted net earnings per share '

Continuing operations 0.58 0.55

Discontinued operations - -
Total 0.58 0.55
Cash flow from continuing operations 81.8 649
Cash flow per share from continuing operations 1.37 [.09
Dividends per share . 0.18 0.18
Qutstanding shares .. 59.8 59.3
Weighted average outstanding shares i 598 59.3
Weighted average - diluted outstanding shares .60.9.. 59.6

 Results for the quarter ended june 30, 2001 include the Corporation’s 50.1% propor-

tionate share in Molson USA, which markets and distributes the Molson brands in the
United States and the results of Molson's Brazilian operations, Bavaria Ltda. The compao-
rable quarter included equity earnings arising from the Corporation’s 24.95% interest in
the US. business (which included both the Molson and Foster’s brands).
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For the first quarter ending June 30, 2001, revenues increased (2% to
$759 million compared to $678 million for the first quarter of fisca! year 2001.

The increase is comprised of a 2.6% revenue increase in Molson's Canadian
operations and the consolidation of Molson's Brazilian operations and its
50.1% interest in Molson USA. Brewing volume increased by 20% to
3.8 million hectolitres with Canadian volume representing 2.4% of this increase.

Earnings from continuing operations were $35.1 million, a 7% increase from
$32.7 million for the same period last year. These earnings include a pre-tax
charge for rationalization of $50.0 million in relation to the previously
announced closure in March 2002 of Molson's Regina brewery as well-as a
non-cash $15.0 million reduction of future tax liabilities resulting from
enactment of future tax rate reductions. As a result. earnings per share from
continuing operations for the first quarter increased 7% to $0.59 per share
from $0.55 per share compared to the same period last year Comparable
net earnings from continuing operations for the quarter, excluding the
$50.0 million charge for rationalization and the $15.0 million tax recovery,
increased by 34% to $53.6 million or $0.50 per share compared to
$3%.9 miltion or $0.67 per share in fiscal 2001.

In determining its results for the quarter ended June 30, 2001, Molson has
adopted the new Canadian Institute of Chartered Accountants ("CICA™)
accounting standard dealing with goodwill and other intangible assets, a stan-
dard in accordance with that of the Financial Accounting Standards Board
("FASB™) in the United States. Under the new accounting standard, which can
only be applied prospectively, goodwill and other intangible assets are not amor-
tized, but are tested for impairment at least annually as well as upon adoption
of the new standard. The effect of this change in the current quarter is an
$8.! million increase in net income, or an increase of $0.14 per share.
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The table below shows Molson's comparable net earnings and earnings per
share for the three months ended june 30, 2001.

Net eamnings
for the three months
ended June 30

Net earnings per share
for the three months
ended june 30

{Dollars in millions, except per share amounts) 2001 2000

2001 2000

Net earnings from continuing
operations including amortization
of intangible assets (former basis) 27.0 327

After-tax adjustments to arrive at

comparable net earnings:
Provision for rationalization 335 -
Adjustment related to changes

in enacted future tax rates (15.0) -

0.45 0.55

0.56 -

(0.25) -

Comparable net earnings from
continuing operations, including
intangible assec amortization 45.5() 327

Addback intangible asset amortization,
net of tax (i) 8.1 7.2

0.766) 055

0.14 0.12

Comparable net earnings from
continuing operations 53.6 39.96)

0.90 0.676)

(i} Represents results for the quarter ended june 30, 2001 had the Corporation continued to
amortize goodwill and intangible assets instead of adopting the new accounting standard

dealing with goodwill and intangible assets.

(i) In determining its resufts for the quarter ended june 30, 2001, the Corporation has adopted
the new accounting standard dealing with goodwill and other intangible assets. Under the
new standard, goodwill and other intangible assets are not amortized, but are tested for

impairment at feast annually as well as on adoption.

(i) Represents results for the quarter ended June 30, 2000 excluding amortization of

intangible assets.

The increased comparabie net earnings also reflects the combined impact of
improved efficiencies in manufacturing operations as well as reductions in

manufacturing and other overhead costs.

The provision for income taxes includes a $15.0 million reduction of future
income tax liabilities resulting from enactment of future tax rate reductions
announced in various provincial budgets. In addition, for the three months
ended June 30,2001, the effective tax rate on eamings from continuing oper-
ations, excluding the impact of the $15.0 million adjustment and the provision
for rationalization, was 37.0% compared with 43.7% last year. The decrease
is largely attributable to reduced statutory tax rates and implementation of
the new accounting standard on goodwill and intangible assets.
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Net interest expense for the quarter was $1.9 million higher than the prior
year reflecting primarily the increase in average net debt during the period
resulting from the investments in Brazil and the United States compared to the
same period a year ago.

Cash fiow from continuing operations, for the three months ended june 30,
2001 increased by 26% to $81.8 million, compared to $64.9 million for the
same period last year.

REVIEW OF QPERATIONS

Molson's business operations consist of the ownership of 100% of Molson
Canada; {00% of Bavaria Ltda, the brewing business in Brazil that was acquired
in December 2000; 49.9% of Coors Canada (results proportionately consol-
idated) and, effective january 2001, a 50.1% interest in Molson USA, which
markets and distributes the Moisen brands in the United States (results also
proportionately consolidated). Results for fiscal 2001 included the Corporation's
24.95% equity share of a business which was responsible for the marketing
and distribution of the Molson and Foster's brand in the United States, and
which until December 29, 2000, was owned by Miller, Foster's and Molson.

Sales Revenue and Operating Profit

Sales and other revenues increased by |2% to $758.9 million reflecting increased
volumes in Canada as well as the contributions in the current quarter from
Bavaria and Molson USA. Operating profit of $103.7 million for the three
months ended June 30, 2001, before the provision for rationalization of
$50.0 million, was 23% higher than the same period a year ago on a compa-
rable basis, reflecting the combined impact of price and volume increases as
well as the benefits from previously announced cost reduction programs.

{ndustry Volume and Molson Market Share

Total industry sales volume in Canada increased 3.1% to 5.8 million hectolitres,
compared to the same period last year, reflecting improved weather condi-
tions across most of the country this quarter Molson's Canadian volume
increased 2.4% to 2.6 million hectolitres during the same period.

389




Molson Canada’s Average Market Share (%)

2001 2000
(Three months ended June 30) Estimated Actual |
including sales of imports:
Canada 449 45.2
Quebed/Atlantic 427 426
Ontario/West 46.1 46.6

Molson's average estimated market share for all beer sold in Canada during
the first three months of the current fiscal year decreased by 0.3 share points
to 44.9%. Core brands continue to perform well in all regions with a share
increase of 0.7% on a national basis. However, in the Ontario/VWest region,
the total share declined as a result of the intense levels of competitive tact-
cal marketing programs in Ontario. The continued strong performance of the
Quebec/Atiantic region reflects Molson's strategy of a disciplined pursuit of
profitable share growth.

On May 9, 2001, the Corporation announced the closure of its Regina brew-
ery, effective March 2002. A pre-tax charge of $50.0 million, representing pri-
marily employee severance costs and the write-down of fixed assets related
1o Regina and other costs were recorded in the first quarter of fiscal 2002.

United States
in the United States, Molson has created Molson USA, a dedicated business
unit focussed on clear operating objectives and a well-defined brand

portfolio — CANADIAN, CANADIAN LIGHT, GOLDEN and MOLSON ICE. .

The Corporation has introduced a new advertising campaign to reposition its
brands with American consumers.

While Moison's brand sales to the United States during the three month period
declined 26.7% compared with the same pericd last year, the Corporation’s
primary objective remains to halt the volume decline and return to a strong
position in the growing U.S. import market.
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Brazil

Effective December 21,2000, Molson entered the South American beer mar-
ket with the purchase of the BAVARIA brand and certain brewing facilities from
Companhia de Bebidas das Américas ("AmBev").

Total sales volume for the three month period ending June 30,2001 was 0.6 mil-
lion hectolitres, an increase of 4% since the acquisition of the BAVARIA brand.
Market share for the month of june 2001 in the 88 million hectolitre beer market
stands at 3.9%.

Discontinued Operations

On July 25, 2001, the Corporation announced that it had completed the
previously announced transaction for the sale of 80.1% of the Montrea!
Canadiens and 100% of the Molson Centre. The Corporation received
$190.0 mitlion in cash less closing adjustments, with the balance of payment
in the form of preferred shares.

Financial Condition and Liquidity

In fiscal 2002, working capital requirements and long-term debt maturing in
the current fiscal year will be funded through cash generated from operations
and available credit facilities.

Impact of new accounting pronouncements

Effective with the fiscal year commencing April 1, 2001, Molson adopted the
new accounting pronouncements of the CICA Handbook section 3500
“Earnings per Share”, section 175! “Interim Reporting” and section 3602

“"Goodwili and Other Intangible Assets”. Further details are provided in

note | to the consolidated financial statements.

Effective with the fiscal year commencing on April |, 2000, Molson adopted,
on a retroactive basis, without restatement of prior years' financial statements,
the provisions of the CICA Handbook, section 3461 “Employee Future Benefits”
and section 3465, "Income Taxes”. Further details are provided in note | to
the consolidated financial statements.
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OTHER

On June 27, 2001, Molson Inc. announced that its Board of Directors has
approved a split of the Corporation’s Class "A” non-voting shares and Class
“B" common shares on a two-for-one basis. This is subject to the approval of
the shareholders at a meeting to be held on August 28, 2001. The split would

result in an increase in the number of shares to approximately 120 million from

60 million.

The Board of Directors declared a dividend of $0.18 per share on the Class
“A" non-voting shares and the Class "B common shares. This dividend is
payable on October |, 200! to shareholders of record at the close of busi-
ness on September 14,2001, This dividend will be adjusted to $0.0% in the
event the split is approved.

COMPARATIVE FIGURES

Certain comparative figures have been restated to conform to the current
year's basis of presentation,

€C MOLSON INC.
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MOLSON INC.

CONSOLIDATED STATEMENTS OF EARNINGS - UNAUDITED

Three months ended june 30

(Doliars in millions. except per share amounts) 2001 § 2000
Sales and other revenues $758.9 $678.1
Brewing excise and sales taxes 193.1 { 1708
565.8 | 5073
Costs and expenses ;
Cost of sales, selling and administrative costs 4480 | 4085
Provision for rationalization (note 2) 50.0 | -
4980 | 4085
Earnings before interest, income taxes and amortization 67.8 | 988
Amortization of property, plant and equipment 14 144
Amortization of intangible assets - 9.4
Earnings before interest and income taxes 537 | 750
Net interest expense 188 | 169
Earnings before income taxes 349 58.1
Income tax expense (recovery) 0.2) ] 25.4
Earnings from continuing operations 3541 327
Loss from discontinued operations (note 5) - (0.2)
Net earnings $ 35.1 $ 325
Net eamings per share from continuing operations (note 3) | |
| Basic $ 059 | $055
|| Diluted $ 058 | $ 0S5
|| Net earnings per share o
; Basic $ 059 | $ 055
Diluted $ 058 $ 055
U
E CONSOLIDATED STATEMENTS OF RETAINED EARNINGS -~ UNAUDITED
8 Three months ended june 30
S ! (Doliars in millions) 2001 2000
b ! Retained earnings — beginning of year $32,B.‘,-.,‘. $ 557.1
. | Charge against retzined earnings as a result of co
I() implementation of new accounting rules (note 1) =1 (3200)
E Retained earnings — beginning of year, as restated 3281 2371
i Net earnings for the current period - 351 325
Dividends (108)| (107
Retained earnings — end of period $3524 | § 2589

The accompanying notes to the consolidated financial statements are an integral part of these statements.




CONSOUDATED SLLANCE SHZETS

June 30 | june 30 March 31
{Dollars in millions) 2001 ¢ 2000 2001
(Unaudited) | (Unaugited)  (Audited)

J

i
|
i

i

f; Assets 1
Current assets : \
: Cash and short-term investments $ 2501% 223 % 701,
1 Accounts receivable 1703 2015 102.3 |
¥ inventories 15581 1405 1389
Prepaid expenses 525, 327 51.8
Current assets of discontinued operations 383 54.2 69.3
44191 4512 - 4324
Investments and other assets 9224 1546 930
Property. plant and equipment 8524 | 7684 9149
Intangible assets 1,518.4 1,380.3 1,5188
Non-current assets of discontinued operations| 3294 | 3417 3217
$3.234.3 1$3.096.2 $3.2808
Liabilities ?
Current liabilities i
1 Bank indebtedness $ -1$ 304 % -
1 Accounts payable and accruals 384.8 2829 365.7
‘ Provision for rationalization costs - 58.3 910 492
Taxes payable 149.9 1323 98.6
Dividends payable 10.8 10.7 10.8
Deferred income taxes 50.5 17.3 49.5
Current liabilities of discontinued operations 8.3 315 44.6
662.6 596.1 6184
Long-term debt L1093 ¢ 10617 12044
Deferred gain 493 55.4 508
Deferred liabilities 76.7 B0.6 74.3
Deferred income taxes ' 360.7 4070 381.1
Non-current liabilities of discontinued :
operations 168.5 167.0 1564
24271 | 23678 24854
Shareholders’ equity I
| Capital stock 478.0 469.5 477.6
‘I Retained earnings 3524 2589 328.1
Unrealized translation adjustments (23.2 - (10.3)
| 8072 7284 7954
i $3.234.3 | $30%96.2 $3280.8

The accompanying notes to the consolidated financial statements are on integral part of these statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS - UNAUDITED

Three months ended June 30

(Doliars in millions, except per share amounts) 2001 | 2000
Operating activities : i
i Net earnings from continuing operations $ 35.1 i $ 327 |
Provision for rationalization (note 2) 50.0 -
: Amortization of property. plant and equipment N 144
Amortization of intangible assets - 94
Deferred income taxes (19.n) 153
Other 1.7 (69)
;| Cash provided from operations 81.8 | 649
Used for working capital (14.5) (16.0)
‘ Rationalization costs (2.8) (6.5)
| Cash provided from operating activities 64.5 | 424
l Investing activities
1 Additions to property, plant and equipment (net) (2.0) (6.2)
: Additions to investments and other assets (1.2) (4.6)
! Proceeds from disposal of investments and other assets 0.3 4.2
[ Cash used for investing activities (2.9) (6.6)
: Financing activities
! Reduction in long-term debt (95.1) (50.4)
|| Cash dividends paid gonl| 7
E Cash used for financing activities (105.8) | (60.1)
l Decrease in net cash from continuing operations (44.2) (24.3)
1 Decrease in net cash from discontinued operations (6.3) (7.1)
‘ i Decrease in net cash S (505)] (31.4)
LZ) 1 Net cash, beginning of period 76.9 25.2
- Il Net cash (bank overdraft), end of period $ 2641 3% (62
g | Net cash (bank overdraft) consists of '
4 Cash and cash equivalents $ 250 | % 223
, g Bank overdraft - (304)
de Cash and cash equivalents of discontinued operations 14 1.9
| 2 Net cash (bank overdraft), end of period $ 264 5 (62
Cash flow per share provided from operations o
Basic $-1.37-1 $ 1.09
Diluted $ 134] 5 109

The accompanying notes to the consolidated financial statements are an integral part of these statements.
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NOTES TO CONSOUDATED FINANCIAL STATEMENTS (UINAUDITED
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Note [. Significant Accounting Policies

These interim consolidated financial statements have been prepared in accor-
dance with Canadian generally accepted accounting principles, using the same
accounting policies as outlined in note | of the consolidated financial state-
ments for the year ended March 31,2001, except as noted below.They do not
conform in all respects with disclosures required for annual financial statements
and should be read in conjunction with the consolidated financial statements
for the year ended March 31,200! of Molson Inc's 2001 Annual Report.

Effective April 1, 2001, the Corporation adopted the Canadian Institute of
Chartered Accountants ("CICA™) Handbook section 3602 “Goodwilt and
Other Intangible Assets”. Under the new standard, which can only be applied
prospectively, goodwill and other intangible assets are not amortized, but
are tested for impairment at least annually as well as on adoption of the new
standard. The effect of this change on net earnings in the current quarter is
$8.1,0r $0.14 per share.

Effective April |, 2001, the Corporation adopted the revised recommenda-
tions of the CICA Handbook section 3500 “Earnings per Share”. The revised
Handbook section requires the use of the treasury stock method to compute
the dilutive effect of stock options as opposed to the previously used imputed
earnings approach.

In the first quarter of fiscal 2002, Molson Inc. also adopted the new recom-
mendations of the CICA Handbook section 1751 “Interim Financial Statements”,
which changes the requirements for the presentation and disclosure of interim
financial statements and the accompanying notes, effective April |, 2000.

Effective with the fiscal year commencing on April 1, 2000, the Corporation
adopted, on a retroactive basis, without restatement of prior years' financial
statements, the provisions of CICA Handbook. section 3461 "Employee
Future Benefits'” and section 3465 “Income Taxes”. Based on prevailing dis-
count rates and other assumptions at the time of implementation, adoption
of the new accounting rules relating to employee future benefits, including
the Corporation's share of the related impact on equity-accounted entities,
resulted in a non-cash, one-time after-tax charge against retained earnings of
$120.0. The required implementation of the accounting rules relating to income
taxes resulted in a $123.0 increase in brand names, a $323.0 increase in future
income taxes, and a further non-cash, one-time charge against retained

earnings of $200.0.
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Note 2. Provision for Rationalization

During the first quarter of fiscal 2002, the Corporation recorded a pre-tax
charge of $50.0 representing primarily the write-down of fixed assets and
employee severance costs relating to the closure of the Regina brewery, which
is scheduled to close in March 2002.

Note 3. Earnings per share

On June 27,2001, the Corporation announced that the Board of Directors
has approved a split of the Molson Inc. Class “A” non-voting shares and Class
“B" common shares on a two-for-one basis. This is subject to the approval of
shareholders at a meeting to be held on August 28, 2001.

The following is a reconciliation of the numerators and the denominators of
the basic and diluted eamings per share computations for earnings from con-

tinuing operations:

2001 2000
Earnings from continuing operations (numerator) 3
Earnings from continuing operations 351 327
Weighted average number of common shares
outstanding {(denominator) (millions)
Weighted average number of common shares outstanding
- basic ~--59.8 - 59.3
Effect of dilutive securities 1.1 03
Weighted-average number of common shares cutstanding
- diluted 60.9 59.6

The dilutive effect of outstanding stock options on earnings per share is based
on the application of the treasury stock method. Under this method, the pro-
ceeds from the potential exercise of such stock options are assumed to be
used to purchase Class A" non-voting shares ("'common shares™). During the
first quarter of 2002 options to purchase 60,000 (523,000 — fiscal 2001) com-
mon shares were not included in the calculation of diluted earnings per share
as the exercise price exceeded the average market price of the shares in the
respective quarter. The effect of potential dilutive stock options on cash flow
from operations and items of a non-recurring nature is calculated on the
same basis.



Note 4. Segment Disclosures

The Corporation’s business is producing and marketing beer and other
malt-based beverages. s business units are located in three main geographic
regions: Canada, the United States and Brazil. Since Canada constitutes a
significant percentage of the total operations, Brazil and the United States have
been combined into one segment entitled international,

The Corporation's Canadian operations experience seasonal fluctuations in
revenues with the first and second quarters being higher and the fourth quar-
ter generally being the lowest. Revenues from the Brazilian operations are also
seasonal, which would partially offset the pattern in Canada.

These segments are managed separately since they all require specific market
strategies. The Corporation assesses the performance of each segment based
on operating income or EBIT.

Accounting policies relating to each segment are identical to those used for
the purposes of the consolidated financial statements. Management of finan-
cial expenses and income tax expense is centralized and, consequently these
expenses are not allocated among operating groups.

Canada International Total

Revenues from external customers

2001 $ 692.1 $ 668 % 7589

2000 678.1 - 6£78.1
Inter-segment revenues

2001 10.3 - 10.3

2000 - - -
EBITDA before provision for rationalization

2001 114.8 3.0 117.8

2000 _ 98.8 - 98.8
Amortization of capital assets

2001 12.4 1.7 14.1

2000 238 - 238
Assets

2001 2,544.9 3217  2,866.6

2000 2,700.4 - 27004

" Additions to capital assets
200! 1.4 0.6 20

2000 6.3 - 63
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Note 5. Discontinued Operations

2001 ] 2000
Sales and other revenues $10.7 $193 |
Loss before income taxes - (0.1 )?
Income tax recovery - (0.1 ‘
Loss from discontinued operations } $ - 3 (0.2}

® Includes NHL expansion proceeds of $9.0 for the three months ended June 30, 2000.

Cash used for discontinued operations of $6.3 ($7.1 in fiscal 2001) was from
operating activities.

Note 6. Comparative Figures
Certain comparative figures have been restated to conform to the current
pericd's basis of presentation.

Note 7. Subsequent Event

On July 25,2001, the Corporation announced that it had completed the sale of
80.1% of the Montreal Canadiens and {00% of the Molson Centre. The Corporation
received $190.0 in cash, less closing adjustments, with the balance of payment in
the form of preferred shares of an entity owning both the team and the enter-
tainment business. Any gain on sale will be recorded in the second quarter of
fiscal 2002.
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Shareholder and Investor Relations
Shareholders, institutional investors, brokers,
security analysts and others desiring financial
information about Molson tnc. should contact:

John Paul Macdonald

Vice President, Corporate Affairs
Molson Inc.

1555 Notre-Dame Street East
Montréal, Québec H2L 2RS

Si vous désirez recevoir un exemplaire
francais de ce rapport, veuillez vous adresser
au Secrétaire,

Molson Inc.

1555, rue Notre-Dame Est

Montréal (Québec) H2L 2R5

Molson Inc.

1555 Notre-Dame Street East
Montréal, Québec H2L 2R5
Telephone: (514) 597-1786
Fax: (514) 590-6344
www.molson.com

Printed in Canada
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File no. 82-2954

MOLSONA®: Delivering on Commitments

Report to Shareholders
for the second quarter ended September 30,2001
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MESSAGE TO SHAREHOLDERS

Molson's ongoing commitment to deliver shareholder value is reflected in
the Corporation’s performance in the second quarter of fiscal year 2002. With
improvements in every area of its business, Molson continues its pursuit of
profitable growth and its vision to remain one of the top performing brewers
in the world.

Despite the significant improvements in Molson's performance, however,
there is still much to achieve. Molson's commitment to reach global cost bench-
marks combined with both volume and market share growth were the major
components of our earnings growth.

Revenues increased 14% to $760 million compared to $665 million for the
second quarter of fiscal year 2001.The increase is made up of a 5% revenue
increase in Molson's operations in Canada and the consolidation of Molson'’s
Brazilian operations and its 50.1% interest in Molson USA. Overall brewing
volume increased by 22% to 3.8 million hectolitres with volume in Canada
representing 2.7% of the increase.

In Canada, Molson outperformed the industry in volume increases for both
the quarter and the year-to-date. Earnings and market share are up and the
Corporation once again exceeded its operating profit commitment with a 28%
increase compared to last year. In Canada. core brands continue to perform
strongly in the quarter with a 1.2% increase nationally while overall market
share increased by 0.4%.In Brazil, volume has reached |.3 million hectolitres after
only six months with second quarter volume exceeding quarter one by 6.2%
while market share continues to reach new levels at 4.2% for the second-quarter.

In the United States, volume deciines are beginning to slow with the most
recent four-week volumes improving significantly and reflecting the impact of
the new direct sales force, the package redesign and stronger focus. in addition,
a new management team is in place and new advertising is on air.

In recognition of the Corporation’s strong results, the Molson Board of Directors
approved a dividend increase of 119%, declaring a dividend of $0.10 per share
; on the Class “A" non-voting shares and the Class "B common shares. The
Board of Directors also authorized a normaj course issuer bid allowing Molson
1o purchase shares at certain times when the Corporation believes circum-
stances and trading price warrant a share purchase as an appropriate use of cor-
porate funds and for the potential benefit of Molson shareholders.

MOLSON INC.

Molson remains committed to the achievement of the critical steps to shareholder
value creation: namely. profitable earnings growth with concurrent increases in
market share and volume in Canada, the United States and internationally,

T Dy S

i .

Eric H. Molson Daniel J.

‘Neill

Chairman of the Board President and Chief Executive Officer
November 7, 2001
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MANAGEMENT'S DISCUSSION & ANALYSIS

The following comments are intended to provide a review and analysis of the Corporation’s
results of operations and financial position for the six months ended September 30,
2001 in comparison with the six months ended September 30, 2000, and should be
read in conjunction with the consolidated financial statements and accompanying notes.
In this management’s discussion and analysis, the terms “Corporation” and “Molson”
refer to Molson Inc. together with Molson Canada and their respective subsidiaries,
unless the context otherwise indicates. Unless otherwise noted all amounts are expressed
in Canadian dollars.

MOLSON FISCALYEAR 2002 SECOND QUARTER HIGHLIGHTS

* Revenues up 4% to $760 million

* Total volume up 22%;Volume in Canada up 2.7%

« Core brands market share up 1.2%

+ National market share up 0.4%

» Comparable operating profit (EBIT) up 28% to $114.8 million ()

+ Comparable net earnings from continuing operations up 43% to
$61.9 million ()

+ Comparable net earnings per share from continuing operations increases
44% to $0.52 from $0.36 per share (i)

+ Cash flow from continuing operations increases 15% to $70.5 million

* Cash flow per share from continuing operations increases | 3% from
$0.52 to $0.59 per share (D

) Comparable earnings exclude amortization of intangible assets of $7.3 million, net of tax,
previously recorded in the quarter ended September 30, 2000, based on new accounting
rules relating to intangible assets.

(i) After a 2-for-1 stock split which took effect in September 2001,
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OVERVIEW
Three months ended Six months ended
September 30 September 30
| (Doliars in milions,
| except per share omounts) 2001 2000 2001 2000
, Sales and other revenues () 760.2 6645 | 1,519.1 | 1.3426
i Brewing excise and sales taxes 196.0 170.5 389.1 341.3

5642 | 4940 | 1,130.0 | 1.0013 |

Earnings before provision
for rationalization, interest,
income taxes and amortization 129.0 103.3 246.8 202.1

Provision for rationalization - - 50.0 -

Earnings before interest, income
taxes and amortization

(EBITDA) (i 129.0 103.3 196.8 § 202.
Amortization of property, plant
and equipment 14.2 139 28.3 28.3
Amortization of intangible assets - 9.3 - 187
Earnings before interest and
income taxes (EBIT) 114.8 80.1 168.5 155.1
Net interest expense 16.5 I5.6 35.3 325
, income tax expense 364 284 36.2 538
~ Earnings from continuing operations 61.9 36.1 97.0 68.8
i Earnings (loss) from discontinued
operations 2.0 (2.8) 20 (3.0)
i Net eamings 63.9 333 99.0 65.8
! Basic net earnings (loss) per share (i
; Continuing operations 0.52 0.30 0.81 0.58
! Discontinued operations 0.02 (0.02) 0.02 (0.03)
i Total 0.54 0.28 0.83 0.55
] Diluted net earnings (loss) per share (i
{ Continuing operations 0.51 030 0.80 0.58 U
Discontinued operations 0.02 (0.02) 0.02 (003) 2
‘_ Total 053] 028} 082] 055| =z
; Cash flow from continuing operations | 70.5 614 1523 1263 o
5 Cash flow per share from 6‘
continuing operations (i) 0.59 052 1.27 1.06 b
i Dividends per share (i) 0.09 0.09 0.18 0.18 P
Outstanding shares (i) 119.7 tigg | 1197 118.8 ‘5
; Weighted average outstanding
j shares (i) 197 | 1188 | 1196) 1187
! Weighted average - diluted
: outstanding shares (i) 1220 § 1200 121.81 1196

() Results for the three and six months ended September 30, 2001 include the Corporation’s
50.1% proportionate share in Molson USA, which markets and distributes the Moison
brands in the United States and the results of Molson's Brazilian operations, Bavario Ltda.
The comparable period included equity earnings arising from the Corporation's 24.95%
interest in the U.S. business (which included both the Molson and Foster’s brands).

(i) After a 2-for-1 stock split which took effect in September 2001.

405




MOLSON INC.

P
gp—

For the second quarter ending September 30, 2001, revenues increased 14%
to $760 million compared to $665 million for the second quarter of fiscal year
2001.The increase is comprised of a 5% revenue increase in Molson's opera-
tions in Canada and the consolidation of Molson's Brazilian operations and its
50.1% interest in Molson USA. Brewing volume increased by 22% to
3.8 million hectolitres with volume in Canada representing 2.7% of this increase.

Earnings from continuing operations for the three months ended September 30,
2001 were $61.9 million,a 71% increase from $36.1 million for the same period
last year.Earmings per share from continuing operations for the three-month period
increased 73% to $0.52 per share from $0.30 per share compared to the same
period last year.

In determining the results of the Corporation’s current fiscal year, Molson
has adopted the new Canadian Institute of Chartered Accountants ("CICA™)
accounting standard dealing with goodwill and other intangible assets. Under
the new accounting standard, which can only be applied prospectively, good-
will and other intangible assets are not amortized, but are tested for impair-
ment at Jeast annually as well as upon adoption of the new standard. The effect
of this change in the current quarter is an $8.1 million increase in net income,
or $0.07 per share and a $16.2 million increase for the six-month period, or
$0.14 per share. Comparable net earnings from continuing operations for the
quarter, excluding amortization in the prior year, increased 43% to $61.9 million
or $0.52 per share compared to $43.4 milion or $0.36 per share in fiscal 2001.

Revenues for the six months ended September 30, 2001 increased 13% to
$1,519 miliion. Brewing volume increased by 21% to 7.6 million hectolitres
with volume in Canada representing 2.6% of that increase. Earnings from con-
tinuing operations for the six-month period increased 41% to $97.0 million
compared to $68 8 million for the same period last yearThese earnings include
a pre-tax charge for rationalization of $50.0 million in relation to the previ-
ously announced closure in March 2002 of Molson's Regina brewery as well
as a non-cash $15.0 million reduction of future tax liabilities resufting from
enactment of future tax rate reductions. Comparable net earnings from con-
tinuing operations for the six-month period were $115.5 million or a 39%
increase from $83.3 million for the same period last year. Eamings per share
from continuing operations increased 39% to $0.97 per share from $0.70 per
share compared to the same period last year

All of the above earnings per share calculations take into account a split of the
Company's Class “A"” non-voting shares and Class “B"” common shares on a

* two-for-one basis which was approved by the shareholders on August 28,200

and took effect in September 2001,
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The tables below show Molson's comparable net earnings and earnings per
share for the three and six months ended September 30, 2001.

Net earnings Net eamings per share

i for the three months for the three months

: ended September 30 ended September 30
(Doliars in mitions, except per share amouns) {2001 2000 2001 2000 |
: Net earnings from continuing

; operations including amortization

of intangible assets (former basis) | 53.8() 36.1 0.456¢ 030
Addback intangible asset

amortization, net of taxfi) 8.| 73 1007 ] 006
Comparable net earnings from

continuing operations 61.9 43.406 0.52 0.36(

Net earmings Net earnings per share
for the six months for the six months
ended September 30 ended September 30

] {Dollars in millions, except per share amounts) | 2001 2000 2001 2000
: Net earnings from continuing

operations including amortization
of intangible assets (former basis) | 80.8() 68.8 0.671) 0.58

After-tax adjustments to arrive at
comparable net earnings:

Provision for rationalization 335 - 0.28 -
Adjustment related to changes
in enacted future tax rates (15.0) - {0.12) ~

Comparable net earnings from
continuing operations, including

intangible asset amortization 993 | ¢88 | 083 058| 3%

Addback intangible asset g

amortization, net of tax (i 162 | 145 )| 014 o0l2] 9

: Comparable net earnings from . g

: continuing operations 1155 | 8336 097 | 0706 o
[ ]

v

() Represents resutts for the three and six months ended September 30, 200! had the Corporation
. continued to amortize goodwill and intangible assets instead of adopting the new accounting
: standard dedling with goodwill and intangible assets.

' i (@ I determining its resuilts for the three and six months ended September 30, 2001, the Corpo-
ration has adopted the new accounting standard dealing with goodwill and other intangible
assets. Under the new stondard, goodwill and other intangible assets are not amortized, but
are tested for impairment at leost annually as well as on adoption,

(i) Represents results for the three and six months ended September 30, 2000 excluding amor-
tization of intangible assets.
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The increased comparable net earnings also reflects the combined impact of
improved efficiencies in manufacturing operations as well as reductions in manu-
facturing and other overhead costs.

The provision for income taxes includes a $15.0 million reduction of future
income tax liabilities resulting from enactment of future tax rate reductions
announced in various provincial budgets. In addition, for the six months ended
September 30, 2001, the effective tax rate on earnings from continuing oper-
ations, excluding the impact of the $15.0 million adjustment and the provision
for rationalization, was 37.0% compared with 43.9% last year The decrease is
largely attributable to reduced statutory tax rates and implementation of the
new accounting standard on goodwill and intangible assets.

Net interest expense for the six months ended September 30, 2001 was
$2.8 million higher than the prior year reflecting primarily the increase in aver-
age net debt during the period resufting from the investments in Brazil and the
United States compared to the same period a year ago.

Cash flow from continuing operations for the six months ended September 30,

200) increased by 21% 10 $152.3 million, compared to $126.3 million for the same
pericd last year.

REVIEW OF OPERATIONS

Molson's business operations consist of the ownership of 100% of Molson
Canada; 100% of Bavaria Lida, the brewing business in Brazil that was acquired
in December 2000; 49.9% of Coors Canada (results proportionately consol-
idated) and, effective January 2001, a 50.1% interest in Molson USA, which
markets and distributes the Molson brands in the United States (resufts also
proportionately consolidated). Resutts for fiscal 2001 included the Corporation’s
24.95% equity share of a business which was responsible for the marketing
and distribution of the Molson and Foster's brands in the United States, and
which until December 29, 2000, was owned by Miller; Foster's and Molson.

Sales Revenue and Operating Profit

Sales and other revenues for the six-month period increased by 13% to
$1,519.1 miliion reflecting increased volumes in Canada as well as the contribu-
tions in the current fiscal year from Bavania and Molson USA. Operating profit of
$218.5 million for the six months ended September 30, 2001, before the provi-
sion for rationalization of $50.0 million, was 26% higher than the same period a
year ago on a comparable basis, reflecting the combined impact of price and vol-
ume increases as well as the benefits from previously announced cost reduction
programs.
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Industry Volume and Molson Market Share

Total industry sales volume in Canada increased | 9% to 5.9 million hectolitres
for the three months ended September 30,2001, compared to the same period
last year, reflecting improved weather conditions across most of the country
this quarter. Molson's volume in Canada increased 2.7% to 2.7 million hec-

tolitres during the same period. For the six-month period, total industry sales
volume increased 2.5% to 1.7 million hectolitres and Molson volume was up
2.6% to 5.3 million hectolitres.

Molson Canada’s Estimated Market Share (%)

Three months ended Six months ended
September 30 September 30
200 Ir 2000 2001 2000
‘Estimated | Actual() | Estmated Actual

Including sales of imports: R R
Canada 452 448| 450, 450
Quebec/Atlantic 422 41917 425 422
Ontario/West 467|463 464 465

) Market share information for the three and six months ended Septernber 30, 2000 has been
restated to reflect updated industry volumes.

Molson's average estimated market share for all beer sold in Canada during
the three months ended September 30, 2001 increased by 0.4 share points
to 45.2%. Core brands continue to perform well in ali regions with a share
increase of 1.2% on a national basis. In the Ontario/West region, the share
improved by 0.4 share points despite the intense levels of competitive tactical
marketing programs in Ontario. The continued strong performance of the
Quebec/Atlantic region reflects Molson's strategy of a disciplined pursuit of
profitable share growth.

On May 9,2001,the Corporation announced the closure of its Regina brewery,
effective March 2002. A pre-tax charge of $50.0 miliion, representing pnmarily
employee severance costs and the write-down of fixed assets related to Regina
and other costs, was recorded in the first quarter of fiscal 2002.

United States

in the United States, Molson has created Molson USA, a dedicated business unit
focussed on clear operating objectives and a well-defined brand portfolio -
Canadian, Canadian Light, Golden and Molson ce. The Corporation has intro-
duced a new advertising campaign to reposition its brands with American
consumers.
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While Molson's brand sales in the United States during the six month period
deciined 18% compared with the same period last year, the Corporation’s pri-
mary objective remains to halt the volume decline and a retumn to a strong
positicn in the growing U.S. import market.

Brazil

On December 21, 2000, Molson entered the South American beer market
with the purchase of the Bavaria brand and certain brewing facilities from
Companhia de Bebidas das Américas (“AmBev'").

Total sales volume for the six-month period ending September 30, 2001 was
1.3 million hectolttres, an increase of $% since the acquisition of the Bavaria brand.
Market share for the quarter ended on September 30, 2001 was at 4.2% com-
pared to 3.3% for the same perod last year.

Discontinued Operations

On July 25,2001, the Corporation announced that it had completed the previ-
ously announced transaction for the sale of its Sports and Entertainment busi-
ness consisting of the Montreal Canadiens and the Molson Centre and recorded
a gain on disposal of $2.0 million.The Corporation received $190.0 million in cash,
less closing adjustments, with the balance of payment in the form of preferred
shares as well as a 19.9% interest in an entity owning both the team and the enter-
tainment business. The preferred shares are redeemable on December 31,2008
for $86.5 million, subject to certain terms and conditions.

Financial Condition and Liquidity

in fiscal 2002, working capital requirements and long-term debt maturing in
the current fiscal year will be funded through cash generated from operations
and available credit facilities. During the year, the Corporation entered into two
separate transactions which converted an aggregate amount of $200 million
in fixed rate debt to variable rates.

impact of new accounting pronouncements

Effective with the fiscal year commencing April |, 2001, Molson adopted the
new accounting pronouncements of the CICA Handbook section 3500 "Earnings
per Share”, section [ 751 “Interim Reporting” and section 3062 “Goodwill and
Other Intangible Assets". Further details are provided in note | to the consoli-
dated financial statements.

OO0 MOLSON INC.

Effective with the fiscal year commencing Aprit 1, 2000, Molson adopted, on a
retroactive basis, without restatement of prior years' financial statements, the
provisions of the CICA Handbook, section 3461, “Employee Future Benefits”
and section 3465, “income Taxes”. Further details are provided in note | to
the consolidated financial statements. '
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OTHER

On August 28,2001, Molson Inc. shareholders approved a split of the Corporation's
Class "A" non-voting shares and Class “B" common shares on a two-for-one
basis. The split, which took effect in September 2001, has resulted in an increase
in the number of shares to approximately 120 million from 60 million.

The Board of Directors declared a dividend of $0.10 per share on the Class
A" non-voting shares and the Class “B" common shares representing an | 1%
increase, or $0.01 per share. This dividend is payable on January |, 2002 to
shareholders of record at the close of business on December 14, 2001.

The Board of Directors also authorized a normal course issuer bid aliowing
Molson to purchase 4,500,000 Class A" non-voting shares and 300,000 Class
“B" common shares. Purchases may be made at certain times over a | 2-month
period through the facilities of the Toronto Stock Exchange when the Corporation
believes circumstances and trading price warrant a share purchase as an appro-
priate use of corporate funds and for the potential benefit of Molson share-
holders.The normal course issuer bid is effective two trading days after acceptance
by the Toronto Stock Exchange of Molson's notice of intention. Molson has
not completed a normal course issuer bid since fiscal 1995.

COMPARATIVE FIGURES

Certain comparative figures have been restated to conform to the current
year's basis of presentation.
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CONSOLIDATED STATEMENTS OF EARNINGS = UNAUDITED

Three months ended

Six months ended

(Dollars in milions, September 30 September 30
excent per share omounts) 2000 | 20001! 2001 2000 |
Sales and other revenues $760.2 | 36645 | B1,519.1 | $1.3426
Brewing excise and sales taxes 196.0 170.5 389.1 3413
564.2 49401 [,130.0 { 10003

Costs and expenses
Cost of sales, selling and

administrative costs 4352 390.7 883.2 799.2
Provision for rationalization {note 2) - - 50.0 -

435.2 3%0.7 933.2 799.2

Earnings before interest, income

taxes and amortization 129.0 103.3 196.8 2021
Amortization of property, plant

and equipment 14.2 {39 283 28.3
Amortization of intangible assets - 9.3 - 18.7
Earnings before interest and

income taxes 114.8 80.1 168.5 155.1
Net interest expense 16.5 15.6 353 32.5
Earnings before income taxes 98.3 64.5 1332 122.6
Income tax expense 36.4 284 36.2 53.8
Earnings from continuing

operations 61.9 36.1 97.0 688
Earnings (loss) from discontinued

operations (note 5) 2.0 (2.8) 2.0 (3.0)]
Net earnings $ 639 ] $333({8 9903 658
Net earings per share from

continuing operations (note 3)

Basic $05 ) $03018 081 % 0538

Diluted $ 0.51 $030|% 080 |3 058
Net earnings per share

Basic $054) $028/8% 083 |% O35

Diluted $053 ] $028{8 08 % 055

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS - UNAUDITED

Six months ended September 30

(Dollars in millions) 2001 2000
Retained earnings — beginning of year $328.1 $557.1
Charge against retained earnings as a resutt of

implementation of new accounting rules (note |) - (320.0)
Retained earnings —~ beginning of year, as restated 328.1 237.1
Net earnings for the current period 99.0 65.8
Dividends _(21.6) (21.49)
Retained earnings ~ end of period $405.5 | $281.5

The accompanying notes to the consolidated financial statements are an integral part of these statements.
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CONSOLIDATED BALANCE SHEETS

September 30 | Septemper 30 March 3t
(Dollars in miflions) 2001 2000 2001
(Unaudited) | (Unaudied)  (Audited)
Assets
Current assets
Cash and short-term investments $ 25941 9% 1031 $ 701
Accounts receivable 105.4 1413 1023
Inventories 131.6 1290 1389
Prepaid expenses 27.1 337 518
Current assets of discontinued operations 10.6 520 693
534.1 459.7 4324
Investments and other assets 143.5 1357 930
Property. plant and equipment 830.6 7627 9149
intangible assets 1,524.5 1,3710 15188
Non-current assets of discontinued operations 320 3360 3217
$3.064.7 | $3,065.1 $32808
Liabilities
Current liabilities
Bank indebtedness $ -1%$ &l % -
Accounts payable and accruals 3442 2832 3657
Provision for rationalization costs 522 68.4 492
Taxes payable 124.6 1191 98.6
Dividends payable 10.8 10.7 108
Future income taxes 62.1 303 495
Current liabilities of discontinued operations 7.7 684 44.6
601.6 586.2 £184
Long-term debt 1,034.0 1,0362 1,204.4
Deferred gain 47.8 539 508
Deferred liabilities 63.4 59.6 74.3
Future income taxes 360.5 416.6 381.1
Non-current liabilities of discontinued
operations 108.7 160.6 156.4
22160 23131 24854
Shareholders’ equity '
Capital stock 479.0 4705 4776
Retained earnings 405.5 281.5 328.1
Unrealized translation adjustments (35.8) - (10.3)
8487 752.0 795.4
$3,064.7 | $3.065.1 $3.2808

The accompanying notes 1o the consolidated financiol statements are an integral part of these statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS - UNAUDITED
Three months ended Six months ended
(Doliars in milions, Seprember 30 September 30
except per share omouns) | 2001 | 20001] 2001 ] 2000
Operating activities
Net earnings from continuing
operations $ 619 $ 361 $970 | 3 488
Provision for rationalization (note 2) - - 500 -
Amortization of property, plant
and equipment 14.2 139 283 28.3
Amortization of intangible assets - 9.3 - 18.7
Deferred income taxes 1.3 233 (7.8) 386
Other (16.9) QLY (15.2) (28.1)
Cash provided from operations 70.5 614 1523 126.3
Provided from (used for)
working capital 7.0 559 (7.5) 399
Rationalization costs (5.5) (22.7) (8.3) (29.2)
Cash provided from operating
activities 72.0 94.6 136.5 137.0
Investing activities
Additions to property, plant .
and equipment (net) (2.3) (8.2) (4.3) (14.4)
Additions to investments and
other assets (1.8) 0.6) (3.0) 52)
Additions to intangible assets (2.0 - (2.0) -
Proceeds from disposal of
investments and other assets 39 16.8 4.2 210
Cash provided from (used for)
investing activities (2.2) 8.0 (5.1 1.4
Financing activities
Reduction in long-term debt {74.2) (241511 (169.3) (74.5)
Securttization of accounts receivable 340 - 34.0 -
Cash dividends paid (10.7) (9.9) (21.4) (19.6)
} Other 1.4 - 14 -
U Cash used for financing activities (49.5) (34.0)[ | (155.3) (94.1)
Z Increase (decrease) in net cash
z from continuing operations 20.3 68.6 (23.9) 443
O Increase in net cash from
v discontinued operations 2127 35.1 206.4 280
O Increase in net cash 233.0 1037 182.5 72.3
z Net cash (bank overdraft),
s beginning of period . 26.4 (6.2) 76.9 252
' ) Net cash, end of period $2594 | $ 975 $2594 | $ 975
— Net cash consists of:
Cash and cash equivalents $259.4 $103.1 $259.4 $103.1
Bank overdraft - (6.1) - (6.1)
Cash and cash equivalents
of discontinued operations - 0.5 - 0.5
Net cash, end of period $259.4 | $ 975 || 92594 | § 975
Cash flow per share provided
from operations
Basic $059 | $052|| %427 | % 106
Diluted $058 | 305 $ 125 | % 1.06
The accompanying notes to the consolidated financial statements are an integral part of these statements.
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
For the six months enges Sepeemper 32 2001 ond 2000
(Dollars in millions. except per share amounts)

Note I. Significant Accounting Policies
These interim consolidated financial statements have been prepared in accor-

dance with Canadian generally accepted accounting principles, using the same
accounting policies as outlined in Note | of the consolidated financial state-
ments for the year ended March 31, 2001, except as noted below. They do
not conform in all respects with disclosures required for annual financial state-
ments and should be read in conjunction with the consolidated financial state-
ments for the year ended March 31,2001 of Molson Inc.s 2001 Annual Report.

Effective April [, 2001, the Corporation adopted the Canadian Institute of
;| Chartered Accountants ("CICA") Handbook section 3062 "Goodwill and
I Other intangible Assets”. Under the new standard, which can only be applied
I prospectively, goodwill and other intangible assets are not amortized, but are
tested for impairment at least annually as well as on adoption of the new standard.
The effect of this change is to increase eamings by $8.1, or $0.07 per share in
the current quarter, and to increase earnings by $16.2, or $0.14 per share for
the six-month period.

Effective April 1, 2001, the Corporation adopted the revised recommenda-
tions of the CICA Handbook section 3500 “Earnings per Share”. The revised
Handbook section requires the use of the treasury stock method to compute
the dilutive effect of stock options as opposed to the previously used imputed
earnings approach.

Effective April 1, 2001, Molson Inc. also adopted the new recommendations
i1 of the CICA Handbook section 1751 “Interim Financial Statements™ which
changes the requirements for the presentation and disclosure of interim finan-
cial statements and the accompanying notes.

Effective with the fiscal year commencing on Aprit 1, 2000, the Corporation
adopted, on a retroactive basis, without restatement of prior year's financial
statements, the provisions of CICA Handbook, section 3461 "Employee Future

o—
» un MOLSON INC.

Benefits'" and section 3465 “income Taxes". Based on prevailing discount rates
and other assumptions at the time of implementation, adoption of the account-
ing rules relating to employee future benefits,including the Corporation's share
of the related impact on equity-accounted entities, resulted in a non-cash, one-
time aftertax charge against retained earnings of $120.0. The required imple-
mentation of the new accounting rules relating to income taxes resulted in a
$123.0 increase in brand names, a $323.0 increase in future income taxes, and
a further non-cash, one-time charge against retained earnings of $200.0.

AR I
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
For the six months ended September 30, 2001 and 2009
(Dollars in millions. except per share amounts)

Note 2. Provision for Rationalization

During the first quarter of fiscal 2002, the Corporation recorded a pre-tax
charge of $50.0 representing primarily the write-down of fixed assets and
employee severance costs relating to the closure of the Regina brewery, which
is scheduled to close in March 2002.

Note 3. Earnings per share

On August 28, 2001, the shareholders of the Corporation approved a stock
split of the Molson inc. Class "A" non-voting shares and Class “B" common
shares on a two-for-one basis.

The following is a reconciliation of the basic and diluted earnings per share
computations for earnings from continuing operations: ‘

2001 2000
Earnings from continuing operations 97.0 68.8
Weighted average number of common shares
outstanding (millions)
Weighted average number of common shares outstanding
- basic 119.6 [18.7
Effect of dilutive securities 22 0.9
Weighted-average number of common shares outstanding
— diluted 121.8 119.6

The dilutive effect of outstanding stock options on earnings per share is based
on the application of the treasury stock method. Under this method, the pro-
ceeds from the potential exercise of such stock options are assumed to be used
to purchase Class"*A” non-voting shares (“'common shares"). During the first six
months of the prior fiscal year, options to purchase 475,000 common shares
were not included in the calculation of diluted earnings per share as the exer-
cise price exceeded the average market price of the shares in the respective
quarter,

The effect of potential dilutive stock options on cash flow per share from opera-
tions and items of a non-recurring nature is calculated on the same basis.
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Note 4. Segment Disclosures

The Corporation's business is producing and marketing beer and other maft-
based beverages. Its business units are located in three main geographic regions:
Canada, the United States and Brazil. Since Canada constitutes a significant per-
centage of the total operations. Brazil and the United States have been com-
bined into one segment entitled International.

The Corporation's operations in Canada experience seasonal fluctuations in
revenues with the first and second quarters being higher and the fourth quar-

ter generally being the lowest. Revenues from the Brazilian operations are also

seasonal, which would partially offset the pattern in Canada.

These segments are managed separately since they all require specific market strate-
gies. The Corporation assesses the performance of each segment based on oper-
ating income or EBIT.

Accounting policies relating to each segment are identical to those used for
the purposes of the consolidated financial statements. Management of finan-
cial expenses and income tax expense is centralized and, consequently these

expenses are not allocated among operating groups.

Canada __Intemational Total
; :|  Revenues from external customers
, ! 2001 $1,387.1  $132.0 $1,519.1
‘ : 2000 1,342.6 - 134926 _
|| Inter-segment revenues 3
; 200/ 16.8 - 16.8 2
: 2000 - - - o
EBITDA before provision for rationalization 5
2001 247, (03) 2468 =
! 2000 202.1 - 202.1 -I b
Amortization of capital assets b
2001 25.0 3.3 283
2000 47.0 - 470
Assets
2001 2,797.8 2243 3,022.1
2000 2,677.1 - 26771
Additions 1o capital assets
2001 7.0 3.0 10.0
2000 14.1 - 14.1

VR
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Note 5. Discontinued Operations

2001 2000
Sales and other revenues $10.7 $37.3
Loss before income taxes - (5.1
Income tax recovery - 2.1
Net loss from operations - (3.0)
Net gain on disposal 2.0 -
Earnings (loss) from discontinued operations $ 20 $(3@]

@) Includes NHL expansion proceeds of $9.0 for the six months ended September 30, 2000.

On july 25, 2001, the Corporation completed the sale of its Sports and
Entertainment business consisting of the Montreal Canadiens and the Molson
Centre. The Corporation received $190.0 in cash, less closing adjustments, with
the balance of payment in the form of preferred shares of an entity owning
both the team and the entertainment business. The preferred shares are
redeemable on December 31, 2008 for $86.5, subject to certain terms and
conditions. The Corporation aiso retains a 19.9% interest in the entity that
owns the team and the entertainment business. The net gain on disposal includes
the net losses from discontinued operations of the Sports and Entertainment
group between January 31, 2001, the measurement date, and the date of dis-
posal, together with tax recoveries of $30.8 and transaction costs.

The Corporation has given certain undertakings to the lenders of the purchaser
such that, in the event that the purchaser is unable to meet its obligations,
Molson would exercise control over the Montreal Canadiens at predetermined
conditions and subject to regulatory approval..

Cash provided from discontinued operations of $206.4 ($28.0 in fiscat 2001)
consisted of $17.8 (328.0 in fiscal 2001) from operating activities and $188.6
(nil in fiscal 2001) from investing activities,

Note 6. Comparative Figures
Certain comparative figures have been restated to conform to the current
period's basis of presentation.
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Shareholder and Investor Relations
Shareholders, institutional investors, brokers,
security analysts and others desiring financial

information about Molson Inc. should contact:

John Paul Macdonald

Vice President, Corporate Affairs
Molson Inc.

1555 Notre-Dame Street East
Montréal, Québec H2L 2R5

Si vous désirez recevoir un exemplaire
frangais de ce rapport, veuillez vous adresser
au Secrétaire,

Molson Inc.

{555, rue Notre-Dame Est

Montréal (Québec) H2L 2R5

MOLSON4®%

Molson Inc.

{555 Notre-Dame Street East
Montréal, Québec H2L 2R5
Telephone: (514) 597-1786
Fax: (514) 590-6344
www.molson.com
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File no. 82-2954

Delivering on Commitments

Report to Shareholders
for the third quarter ended December 3| ,2001
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MESSAGETO SHAREHOLDERS

Molson’s third quarter results for the fiscal year 2002 once again meet the
Corporation's commitments to its shareholders with the delivery of compara-
ble net earnings growtn of 38% compared to the same period fast year. In
addition, with the end of the calendar year, Molson was the top performing
major brewer from a shareholder point of view with a 30% increase in share price.

Molson is committed to remain as one of the best performing brewers in the
world and its strong domestic position in Canada is central to this goal. For
the second consecutive quarter; Molson market share in Canada is up with
regional share increases in both the Quebec/Atlantic region and in the
Ontario/West region. Core brands continue tc rise with a national market
share increase of |.1%.

In the quarter, Molson outperformed the beer industry in Canada in sales
volume increase. Revenues increased 18% to $692 million compared to
$589 million for the third quarter of fiscal year 2001. The increase is made
up of a 6% revenue increase in Molson's operations in Canada and the con-
solidation of Molson's Brazilian operations and its 50.1% interest in Molson
USA. Overall brewing volume increased by 29% to 3.4 million hectolitres
with volume in Canada representing 3.9% of the increase.

Progress continues in both Brazil and the United States. Molson has success-
fully implemented two price increases in Brazil and its Brazilian volume stands
at 1.9 million hectolitres after nine months. In the United States, volume decline
continues to slow reflecting the inroads being made by the dedicated Molson
direct sales force. Their efforts will soon be supported by new advertising
creative and a refined brand positioning, both presently in development,

The Moison Board of Directors approved a quarterly dividend of $0.10 per
share on the Class "A" non-voting shares and the Class "B common shares.
This dividend is payable on April |, 2002 to shareholders of record at the close
of business on March 14,2002,

Molson continues its quest for shareholder value creation through the un-
covering of future earnings streams. Continued success in Canada and steady
growth in both the United States and Brazil will ensure the achievement of
superior shareholder returns.

T

.

Eric H. Molson Daniel ).

Chairman of the Board President and Chief Executive Officer
January 30,2002
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MANAGEMENT’S DISCUSSION & ANALYSIS

The following comments are intended to provide a review and analysis of the
Corporation’s results of operations and financial position for the nine months ended
December 31, 2001 in comparison with the nine months ended December 31,
2000, and should be read in conjunction with the consolidated financial statements
and accompanying notes. In this management's discussion and analysis, the terms
“Corporation” and “Molson” refer to Molson Inc. together with Molson Canada
and their respective subsidiaries, unless the context otherwise indicates. Unless
otherwise noted all amounts are expressed in Canadian dollars.

MOLSON FISCALYEAR 2002 THIRD QUARTER HIGHLIGHTS

* Revenues up 18% to $692 million

*» Total volume up 29%;Volume in Canada up 3.9%

» Core brands market share up 1.1%

+ National market share up 0.2% ‘

» Comparable operating profit (EBIT) up 23% to $85.4 million ()

» Comparable net earnings from continuing operations up 38% to
$45.0 million @)

+ Comparable net earnings per share from continuing operations increases
41% to $0.38 from $0.27 per share ()

* Cash flow from continuing operations increases 27% to $82.3 million

 Cash flow per share from continuing operations increases 28% from
$0.54 to $0.69 per share (i)

()  Comparable earnings exclude amortization of intangible assets of $7.3 millicn, net of tox,
previously recorded in the quarter ended December 31, 2000, based on new accounting
rules relating to intangible assets and o non-cash $25.5 million reduction in income tax
expense recorded in the third quarter of last year to reflect changes in enacted future
income tax rates.

(i) After o 2-for-1 stock split which took effect in September 200!
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OVERVIEW

Three months ended Nine months ended

December 31 December 31
{Dollars in millions,
except per share amounts) 2001 ' 2000 2001 2000
Sales and other revenues () 6924 5885 | 2,211.5 ] 19311
Brewing excise and sales taxes 176.0 149.0 565.1 490.3

516.4 439.5 | 1,646.4 | 14408

Earnings before provision
for rationalization, interest,
income taxes and amortization 98.5 813 3453 2834

Provision for rationalization - - 50.0 -

Earnings before interest, income
taxes and amortization

(EBITDA) @ 98.5 81.3 1 2953 2834
Amortization of property, plant
and equipment 13.1 120 41.4 40.3
Amortization of intangible assets - 5.3 - 280
Earnings before interest and
income taxes (EBIT) 85.4 600 | 2539 2151
Net interest expense 13.9 59 49.2 484
Income tax expense (recovery) 26.5 (6.7) 62.7 47.1
Earmnings from continuing operations | 45.0 508 Y 1420 1196
Earnings (loss) from discontinued
operations - (1.2) 2.0 (4.2)
Net earnings 45.0 49.6 144.0 1154
Basic net earnings (loss) per share (i)
Continuing operations 0.38 0.43 1.18 1.0l
Discontinued operations - Q.01 0.02 (0.04)
Total 0.38 042 1.20 097
Diluted net earnings (loss) per share (i)
Continuing operations 0.37 042 (.16 100 ©
Discontinued operations - (0.0 0.02 0.04) <=
Total 0.37 041 I.18 0.96 z
Cash flow from continuing operations|  82.3 648 1 2346 1911 ¢
Cash flow per share from ¢
continuing operations (i) 0.69 0.54 1.96 |6l s
‘ Dividends per share (i) 0.10 0.09 0.28 027 | g4
Outstanding shares (i) 119.9 1194 119.9 1154 “:
Weighted average outstanding
shares (i) 119.8 1193 119.7 (189
Weighted average - diluted
outstanding shares (i) 1222 121.3 121.9 120.2

() Results for the three and nine months ended December 31, 2001 include the Corporation's
50.1% proportionate share in Molson USA, which markets and distributes the Molson
brands in the United States and the resufts of Molson’s Brazilian operations, Bavaria Ltda.
The comparable period included equity earnings arising from the Corporation's 24.95%
interest in the U.S. business (which included both the Molson and Foster’s brands).

(i) After a 2-for-1 stock split which took effect in September 2001,
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For the third quarter ending December 31, 200!, revenues increased |8% to
$692 million compared to $589 million for the third quarter of fiscal year 2001,
The increase is comprised of a 6% revenue increase in Molson's operations in
Canada and the consolidation of Molson's Brazilian operations and its 50.1% inter-
est in Molson USA. Brewing volume increased by 29% 1o 3.4 million hectolitres
with volume in Canada representing 3.9% of this increase.

Eamings from continuing operations for the three months ended December 31,
2001 were $45.0 million or $0.38 per share, an 1% decrease from
$50.8 million for the same period last year. The prior year's results include the
benefit of a non-cash $25.5 million reduction in future tax liabilities resufting
from the enactment of future tax rate reductions. In addition, in determining
the results of the Corporation’s current fiscal year, Molson has adopted the
new Canadian Institute of Chartered Accountants ("CICA") accounting stan-
dard dealing with goodwill and other intangible assets. Under the new account-
ing standard, which can only be applied prospectively, goodwill and other
intangible assets are not amortized, but are tested for impairment at least annu-
ally as well as upon adoption of the new standard. The effect of this change in
the current quarter is an $8.1 million increase in net income, or $0.07 per
share and a $24.3 million increase for the nine-month period, or $0.20 per
share.As a resut, comparable net earnings from continuing operations for the
quarter, excluding intangible asset amortization and the tax rate reduction in
the prior year, increased 38% to $45.0 million or $0.38 per share compared
to $32.6 million or $0.27 per share in fiscal 2001.

Revenues for the nine months ended December 31, 2001 increased 15% to
$2.212 million. Brewing volume increased by 24% to | 1.0 million hectolitres with
volume in Canada representing 3.0% of that increase. Eamings from continuing
operations for the nine-month period increased 19% to $142.0 million compared
to $119.6 million for the same period last year These eamnings, which include the
effect of adoption of the accounting standard on goodwill and other intangible
assets as noted above, also include a pre-tax charge of $50.0 million in relation
10 the previously announced closure in March 2002 of Molson's Regina brewery.
Also,the current year's resufts include a non-cash $ 1 5.0 million reduction in future
tax liabilities resufting from enactment of future tax rate reductions compared to
the $25.5 million in the prior fiscal year Comparabie net eamings from continu-
ing operations for the nine-month period were $160.5 million or a 38% increase
from $115.9 million for the same period last year. Earnings per share from
continuing cperations increased 38% to $1.34 per share from $0.97 per share
compared to the same period last year.

All of the above earnings per share calculations take into account a split of the
Corporation’s Class “A" non-voting shares and Class “B" common shares on
a two-for-one basis which was approved by the shareholders on August 28,
2001 and tock effect in September 2001,
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The tables below show Molson’s comparable net earnings and earnings per
sharefor the three and nine months ended December 31, 2001.

Net eamings Net eamings per share
for the three months for the three months
ended December 31 ended December 3!

{Dollars in miifions, except per share amounts) | 2001 2000 2001 { . 2000

Net earnings from continuing
operations including amortization
of intangible assets {former basis) | 36.90) 50.8 0316y 043

After-tax adjustment to arrive at
comparable net earnings:

Adjustment related to changes
in enacted future tax rates - (25.5) - (0.22)

Comparable net earnings from
continuing operations, including
intangible asset amortization 369 253 0.31 0.21

Addback intangible asset

amortization, net of tax () 8.1 7.3 0.07 0.06
Comparable net earnings from
continuing operations 45.0 32.6(i 0.38 0.276)
Net earnings Net earnings per share
for the nine months for the nine months
ended December 31 ended December 31

(Doliars in millions, except per share amounts) { 2001 2000 2001 2000

Net earnings from continuing
operations including amortization
of intangible assets (former basis) | 117.7001 119.6 0.98() 1.01

Aftertax adjustments to arrive at
comparable net earnings:

Provision for rationalization 335 - 0.28 - %
Adjustment related to changes .:/_:
in enacted future tax rates (15.0) (25.5) (0.12)] (0.22) 8
Comparable net earnings from 3
continuing operations, including =
. intangible asset amortization 136.2 94.1 1.14 0.79 o
Addback intangible asset v
amortization, net of tax () 243 21.8 0.20 0.18
Comparable net earnings from
continuing operations 160.5 | 15.96 .34 0.976i

()  Represents results for the three and nine months ended December 31, 2001 had the Corporation
continued to amortize goodwill and intangible assets instead of adopting the new accounting
standard dealing with goodwill and intangible assets.

(i) In determining its results for the three and nine months ended December 31, 2001, the
Corporation has adopted the new accounting standard dealing with goodwill and other
intangible assets. Under the new standard, goodwill and other intangible assets are not

i amortized, but are tested for impairment at least annually as well as on adoption.

i (i) Represents comparable results for the three and nine months ended December 31, 2000.
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The increased comparable net earmings reflects the combined impact of improved
‘ efficiencies in manufacturing operations as well as reductions in manufacturing
and other overhead costs, consumer price increases and higher volumes in Canada

The current year's provision for income taxes includes a $15.0 million reduction
of future income tax liabilities which was recorded in the first quarter of this
fiscal year, resulting from enactment of future tax rate reductions announced in
various provincial budgets. The Corporation also recorded a similar adjustment
in the amount of $25.5 million in the third quarter of fast year: In addition, for
the nine months ended December 31, 2001, the effective tax rate on earnings
from continuing operetions, excluding the impact of the $15.0 million adjustment
and the provision for rationalization, was 37.0% compared with 43.6% last year.
The decrease is largely attributable to reduced statutory tax rates and imple-
mentation of the new accounting standard on goodwill and intangible assets.

Net interest expense for the nine months ended December 31, 2001 was
$49.2 million, or $0.8 million higher than the prior year reflecting primarily the
increase in average net debt during the period resuiting from the investments
in Brazil and the United States compared to the same period a year ago.

Cash flow from continuing operations for the nine months ended December 31,

2001 increased by 23% to $234.6 million, compared to $191.1 million for the same
period last year. :

REVIEW OF OPERATIONS

Molson's business operations consist of the ownership of 100% of Molson
Canada; 100% of Bavaria Ltda., the brewing business in Brazil that was acquired
in December 2000; 49.9% of Coors Canada (results proportionately consol-
idated) and, effective January 2001, a 50.1% interest in Molson USA, which
markets and distributes the Malson brands in the United States (resuits also
proportionately consolidated). Results for fiscal 2001 included the Corporation’s
24.95% equity share of a business which was responsible for the marketing
and distribution of the Molson and Foster's brands in the United States, and
which until December 29, 2000, was owned by Milier, Foster's and Molson.

> MOLSON INC.

Sales Revenue and Operating Profit

. Sales and other revenues for the nine-month period increased by 15% to
$2,212 million reflecting increased volumes in Canada as well as the contri-
butions in the current fiscal year from Bavaria and Molson USA. Operating
profit of $303.9 million for the nine months ended December 31,2001, before
the provision for rationalization of $50.0 million, was 25% higherthan the same
period a year ago on a comparable basis, reflecting the combined impact of
consumer price and volume increases as well as the benefits from previously
announced cost reduction programs.

| » B

427




Industry Yolume and Molson Market Share

Total industry sales volume in Canada increased 3.5% to 5.2 million hectolitres
for the three months ended December 31,2001, compared to the same period
last year, reflecting improved weather conditions across most of the country
this fiscal year. Molson's volume in Canada increased 3.9% to 2.3 million hec-
tolitres during the same period. For the nine-month period, total industry sales
volume increased 2.8% to 6.9 million hectolitres and Molson volume was up
3.0% to 7.6 million hectolitres.

Moison Canada’s Estimated Market Share (%)

Three months ended Nine months ended
December 31 December 31
2001 2000 2001 2000
Estimated Actual (] Estimated Actuall.

Including sales of imports:
Canada 45.1 449 45.1 450
Quebec/Atlantic 429 42.6 426 424
Ontario/West 46.4 46.3 46 .4 46.4

()  Market share information for the three and nine months ended December 31, 2000 has
been restated to reflect updated industry volumes.

Molson's average estimated market share for all beer sold in Canada during
the three months ended December 31,2001 increased by 0.2 share points to
45.19%.Core brands continue to perform well in all regions with a share increase
of 1.1% on a national basis. In the Ontario/MVest region, the share improve-
ment was O.] share points despite the intense leveis of competitive tactical
marketing programs in Ontario. The continued strong performance of the
Quebed/Atlantic region reflects Molson's strategy of a disciplined pursuit of
profitable share growth,

United States

In January 2001, Moison entered into a new arrangement with Coors Brewing
Company ("Coors”) for the marketing and distribution of Molson-owned brands
and created Molson USA, a dedicated business unit focussed on clear operating
objectives and a well-defined brand portfolio — Canadian, Canadian Light, Golden
and Molson Ice. The Corporation has introduced new marketing programs to
reposition the Molson brand with American consumers. A renewed sales effort is
underway in partnership with Coors.

While Molson's brand sales in the United States during the nine-month period
declined | 5% compared with the same period last year,the Corporation’s pri-
mary objective remains to reverse this trend and return to a strong position
within the growing import segment in the United States.
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Brazil

On December 21, 2000, Molson entered the South American beer market
with the purchase of the Bavaria brand and certain brewing facilities from
Companhia de Bebidas das Américas ("AmBev™).

Total sales volume for the nine-month period ending December 31,2001 was
1.9 million hectolitres, a decrease of 2.0% compared to the same period a year
ago. Estimated market share for the quarter ended on December 31, 2001
was flat at 3.3%.

Discontinued Operations

On July 25,2001, the Corporation completed the transaction for the sale of
its Sports and Entertainment business consisting of the Montreal Canadiens
and the Molson Centre and recorded a gain on disposal of $2.0 million.
The Corporation received $190.0 million in cash, less closing adjustments, with
the balance of payment in the form of preferred shares as well as a 19.9%
interest in an entity owning both the team and the entertainment business.
The preferred shares are redeemable on December 31, 2008 for $86.5 mil-
lion, subject to certain terms and conditions.

Financial Condition and Liquidity

In fiscal 2002, working capital requirements and long-term debt maturing in
the current fiscal year will be funded through cash generated from operations
and available credit facifities. During the year, the Corporation entered into
two separate transactions which converted an aggregate amount of $200 mil-
lion in fixed rate debt to variable rates. '

In the third quarter of fiscal 2002, the Corporation received $35.5 million from
Home Hardware Stores Limited, reflecting the final repayment of a note receiv-
able relating to the disposal of the Beaver Lumber business. The payment
included $4.3 million of accrued interest.

Impact of new accounting pronouncements

Effective with the fiscal year commencing April 1,2001, Molson adopted the
new accounting pronouncements of the CICA Handbook section 3500 Earnings
per Share", section 1751 “Interim Reporting' and section 3062 “Gondwill and
Cther Intangible Assets’. Further details are provided in note | to the consol-
idated financial statements.

Effective with the fiscal year commencing April |, 2000, Molson adopted, on a
retroactive basis, without restatement of prior years' financial statements, the
provisions of the CICA Handbook, section 3461, "Employee Future Benefits”
and section 3465, “Income Taxes". Further details are provided in note | to
the consolidated financial statements.

;
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OTHER

The Board of Directors declared a quarterly dividend of $0.10 per share on the
Class "A" non-voting shares and the Class “B" common shares. This dividend is
payable on April 1, 2002 to shareholders of record at the close of business on
March 14,2002

On November 7,.2001,the Board of Directors authorized a normal course issuer
bid allowing Molson to purchase 4,500,000 Class “A" non-voting shares and
900,000 Class"B" common shares. Purchases may be made at certain times over
a 12-month period through the facilities of the Toronto Stock Exchange when
the Corporation believes circumstances and trading price warrant a share
purchase as an appropriate use of corpeorate funds and for the potential bene-
fit of Molson shareholders. The normal course issuer bid became effective
December 14, 2001. No shares have been repurchased tc date under the
program.

COMPARATIVE FIGURES

Certain comparative figures have been restated to conform to the current
year's basis of presentation.
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MOLSON INC.

CONSOLIDATED STATEMENTS OF EARNINGS - UNAUDITED

Three months ended

Nine months ended

(Dollars in millions, December 3| December 3
except per share amounts) 2001 2000 2001 2000
Sales and other revenues $ 6924 |% 5885 |1%$2.211.5 131931
Brewing excise and sales taxes 176.0 149.0 565.1 450.3
5164 4395 1,646.4 {,440.8

Costs and expenses
Cost of sales, selting and

administrative costs 417.9 35821 1,301.1 {,157.4
Provision for rationalization (note 2) - - 50.0 -

4179 358211 14,3514 1,157.4

Earnings before interest, income

taxes and amortization 98.5 81.3 295.3 2834
Amortization of property, plant

and equipment 13.1 12,0 41.4 40.3
Amortization of intangible assets - 9.3 - 28.0
Earnings before interest and

income taxes B5.4 60.0 2539 215.1
Net interest expense 13.9 159 492 48 4
Earnings before income taxes 71.8 44. 204.7 166.7
Income tax expense (recovery) 26.5 (6.7) 62.7 47.1
Earnings from continuing

operations 45.0 508 142.0 [19.6
Earnings (loss) from discontinued

operations (note 5) - (1.2) 2.0 (4.2)
Net earnings 45.0 49.6 144.0 1154
Net eamnings per share from

continuing operations (note 3)

Basic $ 038 % 043 (|% 1.18 13 10!

Diluted $ 037 % 04211|% 1.6 |$ 100
Net earnings per share

Basic $ 038 |% 042||$ 120 3% 097

Diluted $ 037 (% 04!1i$ 1.18 {3 096

CONSOUDATED STATEMENTS OF RETAINED EARNINGS - UNAUDITED

=y MOLSON INC.

—
A 4

Nine months ended December 3/

{Dollars in millions) 2001 2000
Retained earnings — beginning of year $ 3281 ;% 5571
Charge against retained earnings as a result of

implementation of new accounting rules (note 1) - (320.0)
Retained earnings - beginning of year, as restated 328.1 237.1
Net earnings for the current period 144.0 1154
Dividends (33.5) (32.1)
Retained earnings — end of period $ 438.6 i 3204

The accompanying notes to the consolidated finoncial statements are an integral port of these statements.

431




CONSOLIDATED BALANCE SHEETS

December 31 { December 31 Marcr 31
(Dollars in millions) 2001 2000 2001
(Unaudited) § (Unaudited)  (Audited)
Assets
Current assets
Cash and short-term investments $ 33631% 902 % 70t
Accounts receivable 156.7 2954 102.3
Inventories 133.0 1384 1389
Prepaid expenses 335 325 51.8
Current assets of discontinued operations 11.5 529 69.3
671.0 609.4 4324
investments and other assets 107.4 925 930
Property, plant and equipment 850.1 898.0 9149
Intangible assets 1,524.2 15154 1.5188
Non-current assets of discontinued operations 32.1 3349 3217
$3.184.8 |3 34502 § 32808
Liabilities
Current liabilities
Accounts payable and accruals $ 3915% 3422 $ 3657
Provision for rationalization costs 520 584 492
Taxes payable 125.6 1336 98.6
Dividends payable 12.0 10.7 10.8
Future income taxes 84.2 378 435
Current liabilities of discontinued operations 7.7 549 44.6
673.0 637.7 6184
Long-term debt 1,033.4 1,354.7 1.204.4
Deferred gain 46.3 523 508
Deferred liabilities 66.2 573 743
Future income taxes 361.8 396.8 3811
Non-current liabilities of discontinued
operations 102.0 1549 1564
2,282.7 1 26537 24854
Shareholders’ equity
Capital stock 480.7 4761 477.6
Retained earnings . 438.6 3204 3281
Unrealized translation adjustments (17.2) - (103
902.1 796.5 7954
$3.1848 1% 34502 $ 32808

The accompanying notes to the consolidated financial statements are on integral port of these statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS ~ UNAUDITED

b T TRARIAL L

Three months ended Nine months ended
(Dolars in millions, December 31 December 31
except per share amounts) 2001 2000 || 200! 2000
Operating activities
Net earnings from continuing
operations $ 450 |% 508 || 1420 | 1196
Provision for rationalization (note 2) - - 50.0 -
Amortization of property, plant
and equipment 3.1 120 41.4 403
Amortization of intangible assets - 93 - 280
Future income taxes 234 (12.2) 15.6 264
Other 0.8 459 (144) {23.2)
Cash provided from operations 823 64.8 234.6 EIN
Provided from (used for)
working caprtal 9.6 (59 2.1 340
Rationalization costs (3.9) (10.0) (12.2) (39.2)
Cash provided from operating
activities 88.0 489 224.5 1859
Investing activities
Business acquisitions (7 - (357.6) - (357.6)
Additions to property, plant ,
and equipment (net) (10.9) (7.4) (15.2) (21.8)
Additions to investments and
other assets - - (3.0) (5.2)
Additions to intangible assets - - (2.0 -
Proceeds from disposal of
investments and other assets 35.5 149 39.7 359
Cash provided from (used for)
investing activities 24.6 (350.1) 19.5 (348.7)
Financing activities
Increase in long-term debt - 3190 - 3190
Reduction in long-term debt - - (169.3) (74.5)
Securttization of accounts receivable | (19.0) - 15.0 -
Cash dividends paid (11.9) (10.3) (33.3) (29.9)
U Other 28 54 4.2 54
P Cash provided from (used for)
> financing activities (28.1) 314.1 (183.4) 2200
o Increase in net cash
n from continuing operations 84.5 129 60.6 57.2
5' Increase (decrease) in net cash
= from discontinued operations (7.6) (26.9) 198.8 .l
Increase (decrease) in net cash 769 (14.0) 2594 583
-I l) Net cash, beginning of period 259.4 975 76.9 252
- Net cash, end of period $ 3363 |$ 8351(% 3363 | 835
Net cash consists of:
Cash and cash eguivalents $ 3363 |$ 9021i% 3363 |$ 902
Cash and cash equivalents
of discontinued operations - (6.7) - (6.7)
Net cash, end of period $ 3363 | 835113 3363 I3 835
Cash flow per share provided
from operations
Basic $ 069 |$ 054i($ 196 |F sl
Diluted $ 067 |3 O53|($ 192 [$ !59

() Excluding $97.5 million received from Coors Brewing Company on january 2, 2001 in respect of a sale
of o 49.9% interest in Molson USA, LLC.

The accompanying notes to the consolidated financial statements are an integral part of these staternents.
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NOTESTO CONSOUDATED FINANCIAL STATEMENTS (UNAUDITED)
For the nine months enced December 31, 2001 and 1030

(Dollars in.millions. excent per share gmounts]

Note !. Significant Accounting Policies

These interim consolidated financial statements have been prepared in accor-
dance with Canadian generally accepted accounting principles, using the same
accounting policies as outlined in Note | of the consclidated financial state-
ments for the year ended March 31,2001, except as noted below. They do not
conform in all respects with disclosures required for annual financial statements
and should be read in conjunction with the consolidated finangcial statements
for the year ended March 31,2001 of Molson inc's 2001 Annual Report.

Effective April |, 2001, the Corporation adopted the Canadian Institute of
Chartered Accountants ("CICA") Handbook section 3062 ‘Goodwill and Other
Intangible Assets”. Under the new standard, which can only be applied prospec-
tively, gooc ~ill and other intangible assets are not amortized, but are tested
for impairment at least annually as well as on adoption of the new standard.
The effect of this change is to increase earnings by $8.1, or $0.07 per share in
the current quarter and to increase earnings by $24.3, or $0.20 per share for
the nine-month period.

Effective April [, 2001, the Corporation adopted the revised recommenda-
tions of the CICA Handbook section 3500 “Earnings per Share”. The revised
Handbook section requires the use of the treasury stock method to compute
the dilutive effect of stock options as opposed to the previously used imputed
earnings approach.

Effective April |, 2001, Molson Inc. also adopted the new recommendations
of the CICA Handbook section 1751 “Interim Financial Statements” which
changes the requirements for the presentation and disclosure of interim finan-
cial statements and the accompanying notes.

Effective with the fiscal year commencing on April |, 2000, the Corporaticn
adopted, on a retroactive basis, without restatement of prior years' financial
statements, the provisions of CICA Handbook, section 3461 “Employee Future
Benefits" and section 3465 “Income Taxes'. Based on prevailing discount rates
and other assumptions at the time of implementation, adoption of the account-
ing rules relating to employee future benefits, including the Corporation’s share
of the related impact on equity-accounted entities, resulted in a non-cash, one-
time after-tax charge against retained earnings of $120.0.The required imple-
mentation of the new accounting rules relating to income taxes resulted in a
$123.0 increase in brand names, a $323.0 increase in future income taxes, and
a further non-cash, one-time charge against retained earnings of $200.0.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
For the mine months ended December 31. 2001 anc 2000
(Dollars in millions. except per share amounts)

N MOLSON INC.

L)
A
—p—

Note 2. Provision for Rationalization
During the first quarter of fiscal 2002, the Corporation recorded @ pre-tax
charge of $50.0 representing primarily the write-down of fixed assets and
employee severance costs relating to the closure of the Regina brewery,
which is scheduled to close in March 2002.

Note 3. Earnings per share

On August 28, 2001, the shareholders of the Corporation approved a stock
split of the Molson Inc. Class “A" non-voting shares and Class “B" common
shares on a two-for-one basis.

The foliowing is a reconciliation of the basic and diluted earnings per share
computations for earnings from continuing operations:

2001 2000
Earnings from continuing operations 142.0 115.6
Weighted average number of common shares
outstanding (millions)
Weighted average number of common shares outstanding
- basic 119.7 1189
Effect of dilutive securities 2.2 1.3
Weighted average number of common shares outstanding
— diluted 121.9 120.2

The dilutive effect of outstanding stock options on earnings per share is based
on the application of the treasury stock method. Under this method, the
proceeds from the potential exercise of such stock options are assumed to be
used to purchase Class "A" non-voting shares ("common shares™). All options
1o purchase common shares were included in the calculation of diluted earnings
per share in the current fiscal year as the average market price of the shares for
the nine-month period exceeded the exercise prices. During the first nine
months of the prior fiscal year, options to purchase 227,000 common shares
were not included in the calculation as the exercise prices exceeded the average
market price of the shares.

The effect of potential dilutive stock options on cash flow per share from operz-
tions and items of a non-recurring nature is calculated on the same basis.
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
For the nine months ended Dacemiber 31, 2001 ¢ne 2000

{Dollars in millions, excent per share amounts)

Note 4. Segment Disclosures

The Corporation’s business is producing and marketing beer and other malt-
based beverages. its business units are located in three main geographic regions:
Canada, the United States and Brazil. Since Canada constitutes a significant
percentage of the total operations, Brazil and the United States have been
combined intc one segment entitled international.

The Corporation's operations in Canada experience seasonal fluctuations in
revenues with the first and second quarters being higher and the fourth
quarter generally being the lowest. Revenues from the Brazilian operations
are alsc seasonal, which would partially offset the pattern in Canada.

These segments are managed separately since they all require specific market
strategies. The Corporation assesses the performance of each segment based on
operating income or EBIT.

Accounting policies relating to each segment are identical to those used for
the purposes of the consolidated financial statements. Management of finan-
cial expenses and income tax expense is centralized and, consequently these
expenses are not allocated among operating groups. '

Canada__International Total
Revenues from external customers
; 2001 $2,007.5 $204.0 $2211.5
| 2000 19311 - 19311 §
:3 Inter-segment revenues >
‘ 2001 26.3 - 263 o)
2000 - - - 3
i EBITDA before provision for rationalization z
2001 348.5 (3.2) 3453 .I ey
2000 2834 ~ 34 )
Amortization of capital assets
2001 369 4.5 41.4
2000 68.3 - 68.3
Assets
2001 2,928.1 2130 3,141.2
2000 30624 - 30624
Additions to caprtal assets
2001 214 32 24.6
2000 219 - 219

- |
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
For the nine months ended December 31, 2001 anc 2000
(Doliars in mithons, except per share amounts}

Note 5. Discontinued Operations

2001 2000
Sales and otner revenues $ 10715 931
Loss before income taxes - (6.2)
Income tax recovery - 20
Net loss from operations - (4.2)
Net gain on disposal 2.0 -
Earnings (loss) from discontinued operations $ 201% (2

 Includes NHL expansion proceeds of $9.0 for the nine months ended December 31, 2000.

On July 25, 2001, the Corporation completed the sale of its Sports and
Entertainment business consisting of the Montreal Canadiens and the Molson
Centre.The Corporation received $190.0 in cash, less closing adjustments, with
the balance of payment in the form of preferred shares of an entity owning
both the team and the entertainment business. The preferred shares are
redeemable on December 31, 2008 for $86.5, subject to certain terms and
conditions. The Corporation also retains a 19.9% interest in the entity that
owns the team and the entertainment business. The net gain on disposal includes
the net losses from discontinued operations of the Sports and Entertainment
group between January 31,2001, the measurement date, and the date of dis-
posal, together with tax recoveries of $30.8 and transaction costs.

The Corporation has given certain undertakings to the lenders of the pur-
chaser such that, in the event that the purchaser is unable to meet its obliga-
tions, Molson would exercise control over the Montreal Canadiens at
predetermined conditions and subject to regulatory approval.

Cash provided from discontinued operations of $198.8 ($1.1 in fiscal 2001)
consisted of $10.2 ($1.1 in fiscal 2001) from operating activities and $188.6
(nilin fiscal 2001} from investing activities.

Note 6. Comparative Figures
Certain comparative figures have been restated to conform to the current
pericd's basis of presentation.
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Shareholder and Investor Relations
Shareholders, institutional investors, brokers,
security analysts and others desiring financial
information about Molson Inc. should contact:

Robert Coallier

Executive Vice President and
Chief Financial Officer

Molson Inc.

1555 Notre-Dame Street East
Montréal, Québec H2L 2R5

Si vous désirez recevoir un exemplaire
francais de ce rapport, veuillez vous adresser
au secrétaire,

Molson inc.

1555, rue Notre-Dame Est

Montréal (Québec) H2L 2RS

Molson inc.

1555 Notre-Dame Street East
Montréal, Québec H2L 2R5
Telephone: (514) 521-1786
Fax: (514) 598-6866
www.molson.com

MOLSON ()

Printed in Canada
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File no. 82-2954

Prospectus Exemption Notice of Relief/Approval
(French language document)

Brief description in lieu of French language document:
Letter from Québec securities commission (Commission des valeurs mobilieres du

Quebec) granting relief from prospectus requirement in connection with issue of
Class “A” non-voting shares in Molson’s acquisition of Cervejanas Kaiser S.A.

NY2:\1251521%01\QT_H011.DOC\63938.0001
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File no. 82-2954

MATERIAL CHANGE REPORT

Section 75 of the Securities Act (Ontario)
Section 67 of the Securities Act (British Columbia)
Section 118 of the Securities Act (Alberta)
Section 84 of the Securities Act, 1988 (Saskatchewan)
Section 73 of the Securities Act (Quebec)
Section 81 of the Securities Act (Nova Scotia)

Section 76 of the Securities Act, 1990 (Newfoundland)

ITEM 1: REPORTING ISSUER
Molson Inc. (“Molson”)
The principal office of Molson is located at: 1555 Notre-Dame Street East, Montreal, Quebec,

H2L 2RS

ITEM 2: DATE OF MATERIAL CHANGE

March 19, 2002

ITEM 3: PRESS RELEASE

A press release was issued by Molson on March 18, 2002, in Montreal, Quebec. A copy of the
press release 1s annexed hereto and forms an integral part hereof.
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ITEM 4: SUMMARY OF MATERIAL CHANGE

Molson acquired Brazilian brewer Cervejarias Kaiser Brazil S.A. (“Kaiser Brazil”), in a
transaction valued at US $765 Million (CA $1.2 Billion). The seller was Cervejarias Kaiser
S.A., itself owned by international brewer Heineken N.V. (“Heineken™), Coca-Cola Inc. and
certain Coca-Cola bottlers in Brazil. As part of the transaction, the sellers acquired a share
interest in Molson. Subsequently Heineken agreed to take a minority position in the new
Brazilian venture in which Molson had combined its existing Brazilian subsidiary, Bavaria S.A.
(“Bavaria”), with the newly acquired Kaiser Brazil. Molson, with an approximate 18% market
share, is now the second largest brewer in Brazil and the thirteenth largest in the world. The
transaction was financed by a combination of cash, debt and debt assumption, and through the
issuance of US $150 million of Molson shares.

ITEM §: FULL DESCRIPTION OF MATERIAL CHANGE

1. On March 19, 2002, Molson executed a Partnership and Investment Agreement with
Cervejarias Kaiser S.A., a Brazilian corporation, MSX S.A. (“MSX”), a newly-formed Brazilian
subsidiary of Molson and Kaiser Brazil, pursuant to which Molson acquired from Cervejarias
Kaiser S.A., a corporation in turn owned by (a) the Brazilian subsidiary of Coca-Cola; (b) certain
franchised Brazilian bottlers of Coca-Cola; and (c) Heineken, one hundred percent (100%) of the
issued and outstanding shares of Kaiser Brazil, an operating brewery.

The Partnership and Investment Agreement provides that Molson will combine in MSX the
newly acquired shares in Kaiser Brazil as well as the shares of Bavaria, another brewing concern
which Molson acquired in December, 2000.

The purchase price for the Kaiser Brazil shares was US $765 million for wﬁich the sellers
received US $615 million in cash and debt assumption and US $150 million in the form of
7,785,878 Class A non-voting shares of Molson.

2. On March 19, 2002, Molson and Cervejarias Kaiser S.A. executed a Subscription
Agreement relating to the sale by Molson to the sellers of 7,785,878 Class A non-voting shares
of Molson, which agreement contains the usual representations and warranties.

3. The sellers have agreed not to dispose of their Molson shares prior to March 19, 2004.

4. Subsequently, Heineken agreed with Molson to subscribe for twenty percent (20%) of the
capital of MSX, the company which holds Molson’s Brazilian operations, for a consideration of
approximately US $220 million. In addition, Heineken has agreed to extend an existing
distribution agreement due to expire in December 2002 under which Molson distributes
Heineken products in Canada, for a period of ten (10) years. Heineken at the same time
extended its existing licensing agreement with Kaiser Brazil for a further term of five (5) years.
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5. The definitive financing by Molson of the cash portion of the acquisition price consists of
Cdn $302 million in available cash and debt of approximately Cdn $607 million. The proceeds
of the Heineken investment in MSX will be used to reduce this debt.

6. Concurrently with the acquisition, Molson entered into a Financing Agreement with a

banking syndicate led by the Bank of Montreal which comprises two unsecured credit facilities
totalling CA $1,125 billion to be used both to fund the acquisition and for general corporate

purposes.

ITEM 6: RELIANCE ON SUBSECTION 75(3) OF THE ONTARIO SECURITIES
ACT OR EQUIVALENT PROVISIONS

Not applicable.

ITEM 7: OMITTED INFORMATION

Not applicable.

ITEM 8: SENIOR OFFICER

For further information, please contact Robert Coallier, Executive Vice-President and Chief
Financial Officer or Marie Gigueére, Senior Vice-President, Chief Legal Officer and Secretary at
(514) 597-1786.

ITEM9: STATEMENT OF SENIOR OFFICER

The foregoing accurately discloses the material change referred to herein.

DATED this 4™ day of April, 2002.

(signed) Marie Giguére
Marie Giguére,
Senior Vice-President, Chief Legal Officer and Secretary
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PRESS RELEASE

MOLSON ACQUIRES KAISER, THE SECOND LARGEST BRAZILIAN BREWER, AND
ENTERS INTO A PARTNERSHIP WITH HEINEKEN

Delivering on the commitment for long term profitable growth

MONTREAL and SAO PAULO, March 18 /CNW/ - Molson Inc. today announced the acquisition of
Kaiser, the second largest brewer in Brazil, with net sales revenue of CAN$515 million. The transaction,
valued at US$765 million, or approximately 12 times EV/EBITDA, will increase Molson's market share
in Brazil from 3.1% to 17.8%, making it the second largest brewer in Brazil and the 13th largest in the
world.

As part of this transaction, Molson will combine Bavaria, its existing operations in Brazil, with Kaiser.
Heineken will acquire 20% of the new combined entity for a consideration of approximately US$220
million. In addition, this partnership agreement with Heineken includes the extension of the Canadian
distribution agreement for a period of 10 years and the extension of the licensing agreement for the
Heineken brand in Brazil.

“This transaction strengthens Molson's continuous commitment to delivering long term shareholder
value," said Dan O'Neill, President and CEO of Molson Inc. "The EV/EBITDA multiple is very
attractive, especially considering the growth potential of the Brazilian market and the potential synergies.
This transaction should be accretive to eamings in year one and EVA positive in year two. We feel the
opportunity is immense, as Kaiser offers many of the same efficiency opportunities that Molson had in
Canada three years ago. In addition, the partnership with Heineken opens up new opportunities for value
creation.”

Brazil is the world's fourth largest beer market, four times the size of the Canadian market and forecasted
to surpass third-place Germany by 2007. Molson first entered the market on December 21, 2000 with the
acquisition of Bavaria and believes more than ever in the growth potential of the Brazilian beer market,
which has an eight-year average growth rate of 6.9% and a three-year average growth rate of 2.9%.

The Kaiser Pilsen brand represents 89% of Kaiser's total sales, making it the 13th largest brand in the
world. Kaiser's total share is 14.7% of the Brazilian beer market. First established in 1982, Kaiser was
primarily owned by Coca-Cola (10.3%), Heineken (14.2%) and the Coca-Cola Bottlers of Brazil (75.5%).

The acquisition will be financed with US$190 million in cash, US$150 million in class A common shares
of Molson Inc. at a share price of CAN$30.59, debt of approximately 1US$205 million and the proceeds of
Heineken's 20% investment. The acquisition will result in Molson issuing approximately 7.85 million
class A common shares, representing 6.1% of outstanding shares after the transaction.

The use of Molson stock in the structure of the transaction will ensure that the interests of Molson,
Kaiser, Coca-Cola and its distributors are strongly aligned. The sellers have committed to hold Molson
stock for a minimum of two years and have been invited to have a representative on the Board of
Directors of Molson Inc. This transaction is one of a very few in Brazil to involve an exchange of shares.

“By closing the market share gap with AmBeyv, the transaction makes Molson a stronger competitor and
creates a more competitive beer market in Brazil, which will clearly benefit the Brazilian consumer,”
added Mr. O'Neill. “We believe that Kaiser's management team and the bottlers will provide considerable
expertise in support of this transaction and contribute to the continued success of Molson's operations in
Brazil.”
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Notice of Annual Meeting of Shareholders

Any shareholder who will not be attending the meeting in person is asked to complete, date and sign the enclosed form
of proxy and return it to the Corporation in the enclosed stamped envelope.

The 2002 Annual Meeting of Shareholders of Molson inc. will commence at | 1:00 an. {eastemn daylight time) on Wednescay,
June 19,2002 in the john Molson Room located at 1670 Notre-Dame Street East, Montréal. Québec for the followang purposes:

Receiving the financial statements and the Auditors’ report for the year ended March 31, 2002:

Electing the Directors:

Appointing Auditors and authorizing the Directors to fix then remuneration;

Approving the amendments 1o By-Law No. | as described in the attached Management Proxy Circutar:
Transacting any other business properly brought before the meeting.

Wk W —

BY ORDER of the Board of Directors.

Marie Giguére

Senior Vice President,
Chief Legal Officer and Secretary

May 2, 2002

Molson Inc. 1
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Management Proxy Circular

(Information as of May 2, 2002 unless otherwise indicated)

Solicitation of Proxies

This Circular is provided in connection with the solicitation of proxies by the management of Molson Inc. (the “Corporation’) for
use at the annual meeting of shareholders or any adjournment of the meeting. The meeting will be held at | 1:00 am. (eastern
daylight time) on Wednesday, june 19, 2002 for the purposes set out in the attached Notice of Annual Meeting. The solicitation
will be primarily by mail, but proxies may also be solicited by telephone or other personal contact by employees or agents of the
Corporation &t nominal cost. Solicitation costs will be borne by the Corporation,

Appointment of Proxy

The persons named in the enclosed proxy form as your potential proxyholders are Directors of the Corporation. You may appoint
2 person other than the Corporation’s directors designated in the enclosed proxy form 1o attend and act for you at the meeting.
To do so, please insert your appointee’s name in the blank space provided in the proxy form and strike out the other names, or
complete another proper proxy form.The Corporation must receive proxies at 1555 Notre-Dame Street East, Montréal, Québec
H2L 2R5 not later than 5:00 p.m. on the last business day before the day of the meeting or any adjournment thereof.

Revocation of Proxy

You can revoke your proxy in any manner permitted by law. This includes depositing a written statement signed by you (or by an
attorney authorized by you in writing) at the registered office of the Corporation at 1555 Notre-Dame Street East, Montréal,
Québec H2L 2R5 at any time up to and including the last business day before the day of the meeting or any adjournment, or with
the Chairman of the meeting on the day of the meeting or any adjournment.

Confidential Voting .

CIBC Melion Trust Company counts and tabulates proxies in a manner that preserves the confidentality of individual shareholder
votes. Proxies will not be submitted to management untess: (2) there is a proxy contest; (b) the proxy contains comments clearly
intended for management; or (¢} it is necessary to determine a proxy's validity or to enable management and/or the Board to meet
their legal obligations to shareholders or to discharge their legal duties to the Corporation.

Voting Shares
As at May 2, 2002 there were 104,749,734 Class“A" non-voting shares and 22,999,434 Class "B” common shares outstanding The
only fully voting shares of the Corporation are the Class "B” commaon shares.

Each Class “A” non-voting share registered in your name in the list of the holders of Class “A”" non-voting shares entities you 10
vote 1o elect three members of the Board of Directors. voting separately as a class. Each Class "B” common share registered in
your name in the list of holders of Class "B" common shares entitles you to vote on all matters before the meeting other than
the election of the three Directors to be efected by holders of Class "A" non-voting shares,

Both the list of holders of Class "A” non-voung shares and the list of holders of Class "B" common shares will be prepared as of
the close of business on May |4, 2002. Shares acquired after such time carry the right to vote at the meeting if the holder can
provide proof of ownership and has notified the Secretary of the Corporation in writing at the address of the registered office
given above at least ten days before the meeting,
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Principal Shareholders

The only shareholders who, as of May 7, 2002, owned beneficially. or exercised control or direction over more than 0% of
either the total outstanding Class "A" non-voting shares of the Corporauion or the total outstanding Class "B” common shares
of the Corporation, are EH. Molson’, Chairman of the Board. and & Director of the Corporation. who controls 8.000,000 Class 8"
common shares or 3478 % of the total outstanding Class "B common shares of the Corporation. R lan Molson, Deputy
Chairman of the Board. who beneficially owes 2,300,000 Class "B" common shares or 10 % of the total outstanding Class "B”
common shares of the Corporation, and the Estate of the late TH.P Molson. & family estate trust of which E. H. Molson and
S.T. Molson are trustees, who holds 2,407.200 Class “B" common shares or 10.46 % of the 1otal outstanding Class "B” common
shares of the Corporation.

The Corporation has been advised that certain companies controlled by members of the Molson family or by estates or trusts’,
the beneficiaries of which are members of the Molson family. and which control. directly or indirectly, more than 50% of the
Class "B" common shares, are parties to an agreement which provides that such shareholders will not transfer their Class "B”
common shares nor convert them into Class "A” non-voting shares. They have also agreed not 1o tender their Class "B" common
shares to a takeover bid and have authorized certain family representatives 10 deliver notices and to take other actions necessary
i connection with the agreement not to tender such shares to a takeover bid.

How Your Proxies Will Be Used
Shares represented by a proxy in favour of management will be voted or withheld from voting on votes that take place at the
annual meeting. in accordance with the instructions given by the shareholder.

if no instructions are indicated, each Class “A” non-voting share will be voted: (a) for the election of the three individuals
listed under the heading “Nominees for Election by Holders of Class *A” Non-Yoting Shares™ on page 6. and (b) at the
proxyholder’s discretion in respect of amendments to the foregoing matter or any other business that may properly be
brought before the meeting on which the holders of Ciass “A” non-voting shares are entitled to vote.

If no instructions are indicated, each Class “B" common share.will be voted: (a) for the election of the eleven Directors listed
under the heading “Nominees for Election by Holders of Class “B" Common Shares™ on page 7; (b) for the appointment of
the auditors PricewaterhouseCoopers LLP; (¢) for the amendments of By-Law No. |; and (d) at the proxyhoider's discretion
in respect of amendments to any of the foregoing matters or on any other business that may properly be brought before the
meeting.

= Cf the 8,000,000 Class "B" common shares controlled by E. H. Molson. he beneficially owns 4.800,000 of such Class “B” common shares through his
associate Lincolnshire Holdings Ltd. and controls 3,200.000 of such Class "B" common shares through Peniland Securiues (1981) Inc. which is on associote
of both E. H. Moison ond S.T. Molson. S.T. Molson beneficially owns 2.000.000 Cigss "B" common shares through his associate, Nooya investments Limined.
R 1. Molson beneficially owns 2,300,000 Closs “B™ common shares through The Swiftsure Settlernent.

Molson Inc. §4
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Election of Directors

Fourteen Directors are 10 be elected to serve until the close of business of the 2003 Annual Meeting or unil they cease to hold
office as such. Holders of Class “A” non-voting shares will elect three Directors and holders of Class “B” common shares will elect
eleven Directors.

Class “A” Non-voting Shares

The proxy form for holders of Class A" non-voting shares provides for instructions from the holder to withhold from voting
for any or all of the three nominees for election as Directors. Unless a proxy specifies that the Class “A” non-voting shares
it represents should be withheld from vorting in the election of the three Director nominees, the proxyholders named in
the accompanying proxy intend to use it to vote for the election of the three Director nominees under the heading
“Nominees for Election by Holders of Class “A™ Non-Voting Shares” on page 6.

Class “B” Common Shares

The proxy form for holders of Class “B” common shares provides for instructions from the holder to withhold from voting for
any ar all of the eleven nominees for election as Directors. Unless a proxy specifies that the Class "B” common shares it
represents should be withheld from voting in the election of the eleven Director nominees, the proxyholders named in
the accompanying proxy intend to use it to vote for the election of the eleven Director nominees under the heading
“Nominees for Election by Holders of Class “B" Common Shares” on page 7.

The majority of nominees are now Directors and have been since the dates indicated below but this year, the shareholders
will be asked to elect three new nominees 1o become Directors. The Directors expect that each of the nominees will be able
1o serve as a Director However, if any nominee became unable 1o serve as a Director for any reason prior 1o the meeting,
the proxyholders reserve the right to vote the shares represented by proxy for another nominee at their discretion, unfess
the proxy specifies that the shares are 10 be withheld from voting for all of the Director nominees.

Molsaon Inc. S
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Director Profiles

The profiles below provide information on the nominees for election as Directors.

Nominees for Election by Class “A" Shareholders (Non-Voting Shares)

Dr. Lloyd . Barber, C.C., 5.0.M,, LLD.
Director since June 22, 1978 - Age: 70, Reging Beach, Saskatchewan

Uoyd | Barber is President Emerttus of the University of Regina, having had a distinguished academic career. He serves and has served
as a director of many prominent Canadian companies including the Scotiabank, CanWest Global Communications and Cominco. and
on the boards of numerous community and other organizations including the Canadian Museum of Nature, the Institute for
A Saskatchewan Enterprise, the Working Venture Canadian Fund Inc. and the Canadian Polar Commission. Dr. Barber holds a MB.A
; : from the University of California at Berkeley and a Ph.D. from the University of Washington.

Dr. Barber chairs the Audit and Finance Committee and the Pension Fund Committee. He also serves as a member of the
Environment, Health and Safety Committee.

Shareholdings: Class "A™ 13,144 Deferred Share Units: 3,850
' : Class "B": none

Matthew W, Barrett, 0.C.
Director since October 14, 1992 — Age: 57, London, England

Matthew W Barrett is Group Chief Executive of Barclays in London. He served as Chairman and Chief Executive Officer of
the Bank of Montreal from 1989 to 1999. He is a graduate of the Advanced Management Program at Harvard Business School.

Mr. Barrett chairs the Human Resources and Corporate Governance Committee and serves as a member of the Executive
Committee and the Audit and Finance Committee.

Shareholdings: Class "A™ 4,488 Deferred Share Units: 18,96
Class "B none

Daniel W. Colson
Director since-May. 8, 1 997 — Age: 55. London, England

Danie! W. Colson is Vice Chairman of Hollinger International Inc., a global newspaper and magazine publisher. He is also Deputy
Chairman and Chief Executive Officer of Telegraph Group Limited in London, England.Vice Chairman of Hoflinger Inc., Hollinger
Canadian Newspapers GP inc. Hollinger Digital Inc. and Chairman of Hollinger Telegraph New Media Ltd. Other directorships
include Argus Corporation Ltd. The Ravelston Corporation Ltd., West Ferry Printers Ltd. and The Spectator (1828) Limited,
He holds a B.A. from Loyola College and an LL.L. degree from Laval University and is 2 member of the Canadian Bar Association.

Mr. Colson serves as a member of the Audit and Finance Commitiee and Human Resources and Corporate Governance Committee.,

Shareholdings: Class "A™: 836 Deferred Share Units: 19,838
Class "B"™: none
Motson ftnc. ' 6
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Nominees for Election by Class "B" Shareholders (Common Shares)

Luc Beauregard, C.M.

Director since May 8. 1997 ~ Age: 60, Montréal, Québec

Luc Beauregard is founding Chairman and Chief Executive Officer of NATIONAL Public Relations. Canada’s largest public
relations firm with offices across the country. He is a Director of the 5t. Hubert Group and of 3-Soft. A member of the Order
of Canada. he is chairman of the College of Fellows and former President of the Canadian Public Relations Society. He is
a governor of the Conseil du patronat du Québec and of the Conseil patronal de I'environnement du Québec, a director of

the Canadian Chamber of Commerce and a member of the Advisory Board of the Montreal Neuroiogical Institute.
Mr. Beauregard chairs the Environment, Health and Safety Committee.

Shareholdings: Class "A™ 760 Deferred Share Units:  13.575
Class “B"™: none

Donald G. .D-répkin

Dr. Francesco Bellini,c.c.
Director since May 8, 1997 — Age: 54, Montréal, Québec

Francesco Bellini is Chairman of Picchio International Inc. Having graduated with a doctorate from the University of New
Brunswick, Dr. Bellini has authored or co-authored over twenty patents and published numerous articles based on his research.
A pioneer in the Canadian biopharmaceutical industry, he was Chairman and Chief Executive Officer as well as co-founder of
BioChem Pharma Inc. (now Shire-BioChem), a renowned biopharmaceutical company. He was appointed Ofiicer of the Order
of Canada. he was also honoured with the National Merit Award from the Ottawa Life Sciences Council. an Honorary Degree
- Doctor of University (University of Ottawa) and an Honorary Degree — Doctor of Sciences (University of New Brunswick).
He is 2 Director of several companies including Shire Pharmaceuticals Group plc and Industrial-Alliance Life insurance Company.

Dr. Bellini serves as a member of the Audit and Finance Committee.

. Shareholdings: Class "A"™ 16,068 Deferred Share Units: 12,134

Class "B™ none

Director since June 30. 1998 — Age: 54, Alpine. New Jersey

Donald G. Drapkin has beenVice Chairman and Director of MacAndrews & Forbes Holdings Inc. and various of its affiliates since 1987,
Prior 1o joinimg MacAndrews 8 Forbes. Mr Drapkin was a partner in the law firm of Skadden. Arps, Slate. Meagher & Flom. Mr. Drapkin
is Chairman of SIGA Technologies. Inc.. WeddingChannelcom and a Director of American Lawyer Media. Anthracite Capital, Inc.,
BlackRock Asset Investors. Panavision, Inc., Playboy Enterprises, Inc., Revion Consumer Products Corporation, Revlon, Inc. and
The Warnaco Group. Inc. He is a member of the Boards of numerous community organisations including Special Olympics International
and Lincoln Center Theater: Mr. Drapkin holds a B.A. from Brandsis University and a LLB from Columbia University School of Law.

Mr. Drapkin serves as a member of the Human Resources and Corporate Governance Committee,

Shareholdings: Class "A'™ none Deferred Share Units: 11,132
Class "B none
Molsaon fnc. 7
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Nominees for Election by Class "B” Shareholders (Common Shares) (cont'd)
Luiz Otavio P. Gongalves
New Nominee — Age: 61, Belo Horizonte, Brazil

Luiz Otavio P Gongalves is the founder of Cervejarias Kaiser SA. and has been its Chief Executive Officer since 1982 and,
since 2000. has been Chief Executive Officer of Empresas Regon. He has been Chief Executive Officer of Comercial lrgon Lida.
since 1967, Chief Executive Officer of Comercial Regon Ltda since 1982, Chief Executive Officer of Amacoco — Agua de Coco da
Amazénia Ltda. since 1994 and Chief Executive Officer of Amacoco ~ Agua de Coco e Fibras do Nordeste since 2001,
Mr. Gongalves is a Director of Lider Taxi Aéreo, Santa Casa de Belo Horzonte (2 hospitzl), the Securities Exchanges of the state of
Minas Gerais, of the state of Espirito Santo and of the Federal District of Brasilia. He 1s President of the Economic Policy Commitiee
of the Industrial Federation of the State of Minas Gerais.

Robert A. Ingram
New nominee — Age: 60. Durhamn, North Carolina

Robert A. Ingram has been. since january 200!, Chief Operating Officer and President, Pharmaceutical Operations of
GlaxoSmithKline plc, a corporation involved in the research, development, manufacture and sale of pharmaceuticals. From
January 1999 to December 2000, he was Chairman of Glaxo Welicome Inc.. a Glaxo Wellcome pic United States subsidiary, and from
October 1997 to December 2000, Mr. Ingram was Chief Executive of Glaxo Welicome plc. From October 1997 to January 1999,
he was Chairman, President and Chief Executive Officer of Glaxo Welicome pic and. prior to that. he had been President and Chief
Executive Officer Mr. Ingram is a director of GlaxoSmithKline plc, Wachonia Corparation, Nortel Networks Corporation. Lowe's
Companies Inc. and Mysis pic. In addition, he 1s a member of numerous civic and professional organizations. M Ingram graduated
from the Eastern llincis University with a bachelor of science degree in Business Administration.

Eric H. Molson
Director since june 27, 974 — Age: 64, Montréal, Québec

Eric H. Molson has served as Chairman of the Board of the Corporation since 1988, He is also Chancellor of Concordia University
and a Director to the Montreal General Hospital Foundation and Research Institute, the Canadian Irish Studies Foundation
and Vie des Arts. Mr. Molson received an Arts Baccalaureate (A.B.) with Honours in Chemistry from Princeton University.
He earned a Master Brewer Certificate from the United States Brewers Academy and subsequently studied economics at
McGill Graduate School.

Mr. Molson also serves as a member of the Executive Committee, the Human Resources and Corporate Governance
Committee. the Pension Fund Committee and the Environment, Health and Safety Committee.

Shareholdings: Class"A™ 224,540 Deferred Share Units: 19,276
Class"B™ 8,000,000

Molsoen Inc. 8
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Nominees for Election by Class “B” Shareholders (Common Shares) (contd)

R.lan Molson
Director since June 25, 1996 —Age: 47, London, England

R lan Molson has served as Deputy Chairman of the Board of the Corporation since June 1999, Between 1977 and December
1997, he was employed by Credit Suisse First Boston. one of the leading investment banking and securities firms in the world in
various capacities including Managing Director: From 1993 to 1997, he served as Head of the Investment Banking Department
in Europe, a position which encompassed all corporate finance. corporate advisory. mergers and acquisitions businesses n
Eurcpe. Russia, Africa and the Middle East. He graduated from Harvard University (A.B. Honours) in 1977.

Mr. Molson chairs the Executive Committee and serves as a member of the Audit and Finance Commitize and the Human
Resources and Corporate Governance Committee.

Shareholdings *: Class "A™ none Deferred Share Units:  13.536
Class "B": 2,300,000

Stephen T. Molson
Director since June 29, 1988 — Age: 62, Montréal, Québec

Stephen T. Molson is President and a member of the Board of The Molson Foundation. a charitable foundation. He is also
a Director of the Adantic Salmon Federation, the Butters Foundation, the Fondation Hospitaliére Maisonneuve-Rosemont. The
Martlet Foundation and the Quebec-Labrador Foundation Inc. He received a B.A. degree from McGill University in 1963,

Mr. Molson serves as @ member of the Pension Fund Committee and the Environment. Health and Safety Committee.

Shareholdings: Class "A™ 3.600 Deferred Share Units: 3,850
Class"B™ 2,000,000

David P. O’Brien, 8.4, B.C.L.
New nominee — Age: 61, Calgary. Alberta

Lavid P O'Brien is Chairman of EnCana Corporation, an oil and gas company. since April 2002, From October 2001 to
April 2002, he was Chairman ang Chief Executive Officer, PanCanadian Energy Corporation and prior thereto he had been
Chairman of Pan Canadian since 1991, From May 1996 to October 2001, Mi. O'Brien was Chairman, President and Chief
Executive Officer of Canadian Pacific Limited (energy, hotels, transportation). He is also a Director of Royal Bank of Canada.
inco Limited, Air Canada. Fairmont Hotels & Resorts and Transcanada Pipelines Limited. In the not-for-profit sector he s
a Director of the C.D. Howe Institute and a member of the Board of Governors of the University of Calgary and Honorary
Chairman of the Canadian Council of Chief Executives.

*As at May 7. 2002.

Molson Inc. 9
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Nominees for Election by Class *B" Shareholders (Common Shares) (contd)

Daniel J. O'Neill
Director since june 29, 1999 — Age: 50, Montréal, Québec

Daniel |. O'Neill has been President and Chief Executive Officer of the Corporation since June. 2000. M= O'Nel joined the
organization as Executive Vice President and Chief Operating Officer North American Srewing on March 22, 1999, From
January 1998 to March 1999, he was Executive Vice President at H. Heinz Company of Pittsburgh, 2 manufzcturer and marketer
of consumer food products. While at Heinz. he served as President and Chief Executive Officer of Star-Kist Foods and was a
member of the Board of Directors of H . Heinz Company. From March 1994 to December 1997, he was President of Campbelt
Soup Company and a Director of the Campbell Soup Company. He joined Campbell's after an international career spanning five
countries and three continents working with 5.C. Johnson. He recewved an MB.A. degree from Queen’s University in 1976,

Shareholdings: Class "A™ 103.050
Class "B" none

H. Sanford Riley
Director since June 29. 1999 ~ Age: 51, Winnipeg, Manitoba

H. Sanford Riley recently retired as Chairman of Investors Group Inc. Between 1992 and 2001, he served as President and Chief
Executive Officer of this company. Investors Group is one of Canada'’s leading personal financial services organizations and the
fargest distributor of mutual funds in Canada. In addition to Investors Group inc., he also serves as a director of Great-West
Life Assurance Company. London Life Insurance Company and James Richardson and Sons Limited. His community affiliations
include serving as Chairman of the Manitoba Business Council. and Chancellor of the University of Winnipeg, He obtained a
B.A. from Queen’s University and a LLB. from Osgoode Hall Law School. ' '

Mr. Riley serves as a member of the Pension Fund Committee.

Shareholdings: Class "A": 2,000 Deferred Share Units: 9.368
Class'B™: none
Molson Inc. 10
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Appointment of Auditors

At the meeting, the shareholders will be asked 1o approve the appointment of PricewaterhouseCoopers LLP as Auditors
of the Corporation for the next year and to authorize the Directors to fix their remuneration. Only holders of Class "B”
common shares are entitled to vote on this resolution. A majority of the votes cast must be in favour of this reso'ution in
order for it to be approved. Unless a proxy specifies that the Class "B common shares it represents should be withheld
from voting on the appointment of the auditors, the proxyholders named in the accompanying proxy intend 1o use 1t 10
vote for the appointment of PricewaterhouseCoopers LLP as Auditors of the Corporation to hold office until the close of
the next annual meeting.

In the fiscal year ended March 31, 2002, fees billed by PricewaterhouseCoopers LLP for the audit of the Corporation's
consolidated financial statements were $786,000. Fees for audit-related services paid in fiscal 2002 which include tax
compliance and advisory advice, as well as advice on accounting standards were $1.646,000. Fees paid for other services,
including financial systems implementation and design. were $2,733.000. Financial systems implementation and design
work was awarded on the basis of open tenders.

Approval Of Amendments To By-Law No. |

At the meeting, the shareholders will be asked 1o adopt a resolution. as set out in Schedule “A” hereto, confirming the amendments -
brought by the Board of Directors 1o By-Law No. | which generally regulates the business and affairs of the Corporation. On May
2,2002. the Board amendad Sections 1.01 (iv), 203, 2.04. 206, 3.01, 304, 3.05 and 501 of By-Law No. | to reflect the recent
amendments to the Canada Business Corporations Act to allow for the use of electronic or other technologically enhanced means
for providing notice and for participating and voting in meetings of Shareholders and Directors. Shareholders will not be required
10 participate or vote electronically as a resuft of these changes.

Corporate Governance

The Toronto Stock Exchange has issued guidelines for effective corporate governance and requires that listed companies annually
disclose their practices in this regard. The guidelines address questions such as the composition and independence of a company’s
Board of Directors, its role, its committees and the effectiveness and education of its members.

Molson's Board of Directors considers that good corporate governance practices are essential for the effective and prudent
operation of the Corporation and for achieving its objective, which is the enhancement of shareholder value. A brief description
of Molson's corporate governance practices is set out. in tabular form, in Schedule "B” to this Circular.

Molson Inc. 11

458



The Board of Directors

Board and Management Roles

Board and management roles have been defined in relation to financial management. performance management, human resource
management and external relations to clearly denote areas properly within the scope of management decision-making and those
within the scope of Board governance.

Regular meetings are held between certain senior cfficers of the Corporation on one hand, and the Chairman and the Deputy
Chairman of the Board on the other hand. These meetings faciitate comprehensive discussions on the Corporation's strategic
direction and its implementation.

Strategic Planning

The Board approves the Corporation’s strategic plan and receives regular updates on progress in the execution of the plan.
During the 2002 fiscal year, the Board was involved in the review of the domestic and US. brewing markets as well as the
Corporation’s international strategy, which fed to the acquisition of Cervejarias Kaiser Brazil S.A.

Risk Management
The principal risks of various strategic decisions are identified and addressed as part of the strategic planning process. The Audit
and Finance Committee and the Environment, Health and Safety Committee specifically address other areas of risk management.

Management Development. Assessment and Succession Planning

In fiscal 2002, the senior management team continued 10 be strengthened. Gregory L. Wade was appointed Senior Vice President,
Quality Brewing, Michael S. Downey was given the position of President, Ontaric/West Region while David Perkins was appointed
President. Molson USA, and Bernard Cormier was appointed Senior Vice President, Human Resources.

A key element of strategy of competitive advantage through people is ensuring a strong succession planning and talent assessment
process. A new company-wide Molson Performance Management ("MPM™) program has been launched together with an
enhanced succession planning and talent development process. These initiatives will enable stronger people assessment and
development relative to achieving personal objectives, competencies and potential as well as succession plans for critical roles.

A performance assessment of the Chief Executive Officer is conducted annually. Key objectives for the Chief Executive Officer
are set at the start of each fiscal year and approved by the Board. At the end of the fiscal year, the performance of the Chief
Executive Officer is assessed relative 1o these objectives by the Human Resources and Corporate Governance Committee
(the “HRCGC"} and approved by the Board The Chairman of the HRCGC meets with the Chief Executive Officer to review
the evaluation with him.

Shareholder Communication

The Board reviews and approves communications 1o the shareholders, such as the Annual Information Form as well as annual and
quarterly financial reparts. The Chiel Executive Officer and other representatives of the Corporation hold quarterly conference
calls, conferences and meetings with industry analysts and shareholders.

Molson Inc. . 12
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Composition of the Board
At the end of fiscal 2002, the Board of Directors was composed of twelve Directors. Eleven of them were considered 1o be
“unrelated” Directors. One Director was considered "related”; D. . O'Neill, the President and Chief Executive Officer, because
he was member of management. The three Directors who are members of the Moison family are significant shareholders in
the Corporation but are considered to be independent of management and not subject to any interest that would materiafly
interfere with their ability 1o act in the best interests of the Corporation. As such. they are considered to be “unrelated”
Directors, within the meaning of the Toronto Stock Exchange guidelines.

Independence of the Board
The roles of Chairman of the Board and Chief Executive COfficer are separate. The Chairman of the Board. E. H. Molson. is the
Corporation's fargest individual shareholder.

The Board also preserves its independence by ensuring that members of management do not sit on any Board commitiees other
than the Executive Committee, which has no scheduled meetings but rather meets when the need arises. All Board committees
are comprised of & majority of "unrelated” Directors.

Board committees engage independent consuftants, as appropriate, to assist them in discharging their responsibilities. The Audit and
Finance Committee meets annually with the Corporation’s external auditors at a session where only cutside Directors are present.

Nomination of Directors
The HRCGC is responsible for seeking out qualified candidates to be proposed to shareholders as Board members.

Board Committees

The Board has appointed five committees which focus on specific areas of responsibility necessary 10 effectively govern the
Corporation. Board committees are comprised entirely of non-employee Directors. except for the Executive Committee, and
all have a majority of "unrelated” Directors. Committee members for the 2002 fiscal year are shown below. together with a
description of each Committee’s area of responsibility.

Audit and Finance Committee

The Audit and Finance Committee reviews the Corporation's annual consclidated financial statements and quarterly financial
statements before they are submitted to the Board. It works jointly with management to develop the annual audit plan and
reviews the auditors' recommendations on internal controls. The Committee meets with the Corporation’s auditors independently
of management at least once a year It also reviews the Corporation’s annual and long-term financial plans, proposats for major
borrowings and the issuance of securities, 2nd makes recommendations 1o the Board with respect 10 financial strategies and policies.
In addition. the Committee deals with financial risk management.

Chairman: Dr. L I Barber
Members: M. W, Barrett, Dr. F. Bellini, D.W. Colson. R I. Molson
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Environment, Health and Safety Committee

The Environment, Health and Safety Committee sets environmental and occupational health and safety policy siandards and
accountabilities for the Corporation. The Committee oversees environment and health and safety issues in relation to the various
areas of the Corporation’s business, as applicable. It is also responsible for reviewing compliance with applicable legislaticn and
programs, including crisis management training and safety measurement systems, It reviews strategies. goals and programs put into
place in these areas. and recommendations from outside specialists retained as required 1o reassess specific risks. It regutarly
reviews data on the frequency and severity of safety incidents

Chairman: L. Beauregard
Members: Dr. L 1. Barber, |. Béliveau ¥, E. H. Molson, S.T. Molson

Executive Committee
The Executive Committee acts on behalf of the Board, according to terms authorized by the Board. in managing or supervising
the management of the Corporation’s business when the full Board is not in session.

Chairman: R 1. Molson
Members: D. . O'Neill, M. W, Barrett, E. H. Molson

Human Resources and Corporate Governance Committee

The HRCGC s responsible for the development and maintenance of the Corporation’s corporate governance practices,
including the structures and composition of the Board and Board committees: defining the relztionship. roles and authority of
the Board and management; identifying and recommending suitable Director candidates; setting Directors’ compensation, and
external reporting of the Corporation’s approach to corporate governance and executive compensation,

In addition. it reviews, develops and recommends to the Board appropriate management compensation policies. programs and
levels. The Committee reviews the Corporation’s management compensation strategy and programs to ensure that they are aligned
with shareholders’ interests and corporate performance. The Committee develops performance objectives in conjunction with the
Chief Executive Officer and assesses the performance of the Chief Executive Officer annually in relation 1o these objectives. In addition,
the Committee is responsible for reviewing short-term and long-term succession plans for senior officers of the Corporation.

Chairman: M. W. Barrett
Members: D.W. Colson, D. G. Drapkin, E. H. Molson, R, . Molson

Pension Fund Committee

The Pension Fund Committee formulates general investment policy. monitors the implementation of that policy and reports 10
the Board at least annually on investment results achieved, It also reviews and comments on the reports of the Corporation’s
actuary and their implications, and the level of the Corporation's contributions to the pension plans with respect 10 both current
service and unfunded liabilities.

Chairman:  Dr L L Barber
Members: |} Béliveau, E. H. Molson, S.T. Molson. H. S. Riley

* Mr. Béliveau retires from the Board of Directors on june 19, 2002.

Molson {nc. 14
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Directors’ Compensation

The Drirectors’ compensation remained unchanged in 2002 following a benchmark analysis and reviews compieied in the Drevicus yeas
Annual Board Retainer: $25.000 at least 50% of which is paid in Deferred Share Units

Board Meeting Fee: $1.200 per meeting

Committee Meeting Fee: $1.200 per meeting

Travel Fee: $1.000 per meeting

Committee Chair Retaner: $3.000

Committee Member Retainer:  $3.000 — Related expenses are also covered.

The Chairman of the Board and the Deputy Chairman receive an anrual fee of $300.000 and $150.000 respectively in lieu of other
compensation paid to the Directors. They also receive an annual grant under the Deferred Share Unit Pian egquivalent to $100.000
and $50,000 respectively. in addition, the Chairman receives a pension from the Corporation and retiree benefits similar 1o thase
accorded to other senior executives on retirement. The Deputy Chairman also received a fee of $100.000 for special consutung
services in fiscal 2002,

To ensure that directors’ compensation is aligned with shareholders’ equity.
+  Atleast 50% of each Director's Annual Board Retainer is paid in Deferred Share Units ("DSUs™).

«  Directors have the option to receive up to 100% of their directors’ compensation in the form of DSUs.

A DSU is a unit equivalent in value to one Molson Class "A” non-voting share but is not paid out until such time as the Director leaves
the Board, thereby providing an ongoing equity stake in the Corporation throughout the Director's period of Board service.

Notional dividends are paid on the accumulated DSUs in the form of additional DSUs.

Share ownership guidelines for Directors recommend that they own five times their annual retainer i shaves or the equivalent,
such as DSUs.

Directors’ Stock Option Plan
Non-employee Directors are granted options on Molson Class "A” non-voting share as follows:
» 5000 options in each of their first two years of Board service: and

+ 1,500 options annually thereafter.

The options are granted at market value and fully vest after five years.

Molson Inc. 15
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Executive Compensation

Report on Executive Compensation

The HRCGC sets the compensation of senior executives of the Corporation, other than the President and Chief Executve Officer
whose compensation, upon the recommendation of the HRCGC. is set by the Boarg of Directors. There are currently ten semior
executives of the Corporation who are Senior Vice Presidents. and above.

As was the case in the previous fiscal year. the focus in fiscal 2002 was 1o continue to manage the 1o1al remuneration strategy for
Molson, which is that actual base salanes for senior executives are positioned at the median percentile of the pay pracuces of the
companies in the comparator group while total direct cash is targeted at the third quartile of the comparator group.

The incentive plan design has two separate components to reward employees for overall business results and individual
contributions, as measured against key performance objectives and improvement of Economic Value Added (EVA™Y. Short
term incentive target bonuses are based on a percentage of base salary with the percentage increasing with increasing ievels
of responsibility. A bonus is declared based on the improvements in EVAT and key performance rating. A bonus payment
is made equal to the target bonus plus one-third of the excess declared bonus above target bonus. The remaining two thirds
of such amount is banked and is subject to adjustment for future business results. There is neither a minimum nor a Maximum
bonus declaration. In fact, a negative bonus can be applied against the banked amount.

The number of stock options granted 1o senior executives annually is targeted to reflect their individual performance and
designed to deliver a fong term incentive plan that is competitive with plans of companies in the comparator group at various
levels of responsibility.

Compensation of the Chief Executive Officer

The President and Chief Executive Officer’s base salary was increased in june 2002 to $900.000. This salary falls between
the median and the 75th percentile of the selected comparator group of Canadian public companies and a selected group
of US. consumer products companies with revenues ranging from $1 to $5 bition (compensation data is size adjusted to
the Corporation's revenue size).

The President and Chief Executive Officer was eligible in fiscal 2002 to receive a target bonus equal to 100% of his salary.
On the recommendation of the HRCGC, the Board of Directors approved a bonus for the President and Chief Executive
Officer of $2.361.250. The amount of the bonus was based upon EVAT improvemens as well as exceeding the annual busi-
ness financial 1argets and individual objectives set in conjunction with the HRCGC and endorsed by the Board of Directors
at the start of the fiscal year

Presented by the Human Resources and Corporate Governance Committee of the Board.

MW Barrett, Chairman DW. Colson D.G. Drapkin EH. Molson Rl Molson

Moison tnc. - 18
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Performance Graphs

The following graph compares the annual change over the Corporation’s last five fiscal years in the cumulative total return
of $100 invested in the Corporation’s Class “A” non-voting shares, Class "B" common shares and The Toronto Stock Exchange

300 Composite Index.

Cumulative Return of $100
invested in Molson Inc. Class "A" and Class "B shares

Percentage of
change from
Mar. '97 Mar. '98 Mar. '99 Mar. ‘00 Mar. ‘0! Mar 02 1997 10 2002

Molson Class "A" $100.00 $10948 $ 98.10 $I11.68 $214.34 $34392 244%
Molson Class "B" $100.00 $108.04 $ 98.39 $110.145 $209.55 $340.36 240%
TSE 300 Total Return Index $100.00 $131.31 $11653 $169.53 $137.98 $144.70 45%

Comparison of Five-Year Cumulative Total Return

$350 -
300 —
250
200
150~
100 [~
50 i ! | | i
Mar. 97 Mar. '98 Mar. 99 Mar. 00 Mar. 0l Mar 02
¢ TSE 300 Total Return lndex
W Molson Class "A”
A Molson Class "B”
Molson Inc. 17

464



Summary Compensation Table

The following table sets out for the Corporation’s fast three fiscal years, total compensation of the Chief Executive Officer; and
the Corporation’s four other executive officers who had the highest total annual compensation (based on total annual salary
and bonus) during the fiscal year ending March 31, 2002 and who were serving as executive officers at the end of the fiscal
year (collectively referred 10 as “Named Executive Officers” ("NEO's").

Summary Compensation Table

Annual Long Term Al Onner

i o _Compensavon ~  Compenimion ~ Compensauon
Securtties
Under
Cther Annual - Options - Restacted  LTIP

Name and Fiscal Salary Bonus Compensation  Granted Shares © Payouts
Principal Position Year (%) $) (%) #) ® (%) %
Daniel J. O'Neill
President and 2002 875.000 2.361,250 92.809 400.000 11667
Chief Executive Ofiicer. 2004 750,000 1,406.250 85.264 - 10.000
Motson Inc. 2000 750,000 1,125,000 62651 - 2,500 2.000.000
Robert Coallier
Executive Vice President and 2002 370833 502,865 8902 - 74.000 4944 41,854
Chief Financial Officer, 2001 295708 ¢ 328125 5.842 - 250,000 3500 818,334
Molson Inc. 2000
David Perkins 2002 356550 - 370528 - 9.788 36.000 4,581 158054
President, 2001 251631 164.090 14598 ¢ 16,000 3483 140836
Molson USA, t.C 2000 224,167 103542 9378 - 100.000 515 127.268
Michael S. Downey
President, 2002 285833 287,356 14,262 40.000 26692
Ontario/MWest Region. 2001 248333 166.250 71.000 16760
Motson Canada 2000 51019 22,000 30,000 S2.171
Raynald H.'Doin -~ .
President. 2002 275833 296,292 11,824 50.000 3677 152785 26,689
Québec/Atiantic Region. 2001 250.831 175711 10959 - 16.000 1417 139,507 23,174

Molson Canada 2000 224,447 122942 3770 100.000 21,286
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(i3 Short term incentves earned for ¢ fiscai year are paid in May of the following year. The amounts shown in

A description of the plon s jound in the poragraph enutied "Report on Executive Compensction” A portior ¢ thg annua! «

maintained in ¢ "bonus bank” to be used i the calculation of future bonuses. There 15 No guorontes such Gmounts vwi. & )

future economic resuits. The amounts banked for Named Execuves Officers are as folions: ) D f O'Nert £2922.500: {u} R Coziver §630728, (i} :

D, Perkins: $40%5.47 3 (w) MS. Downey: $342.711: (4) RN, Doin: $368.523.
() This table 1okes into account the stock subdwision (tso-for-one) effectze on Sepiember 6. 2001. 5
(3 Represents the Corporguon’s payments made to the Moison Employee Share O.vnership Plan (MESOP).

(<) This armoun: ncludes imputed interest for share purchase loan (816,674). mcome tx gross-up on benefits oo,

other benefits. Of the perquisites and otner benefits, the following items represent more than 25% of ife tial perquisite cor (3220 55) and execvnne iong Z
term disability premium (319.940) :
(3)  This amount inciudes imputed interest for share purchase foan {$13.826). income tax gross-up on bengfis aliowance (

other benefits. Of the perquisites and other benefits. the fellowing iterns represent more than 25% of the totol pergussite ¢
term disability premium ($14,205)

(6)  This amount includes imputed interest for share purchase loan (310.744) together with perquisites und other benefiis. O] tnese perquisites ond cther
benefits. the foilowing items represent more than 25% of the towal reurement plonning ($14.70-). perquisize car (317.610). cng executwe long-term
disabihty premium ($14.440).

(7} Hinng incenuve pursuant to employment agreement. The after tox value of half of this incentive vvas invested in the Corporatcn's Class "A” non-votng shares. :

(8 Hired on May 29, 2000. and accordingly represents compensaton for the period May 29. 2000 to March 31. 2001.

(%) Represents income tax gross-up on benefits allowance. The value of perquisites and oiner benefits fo. the Nomed Execuive Officer 1s not greater than
the fesser of $50.000 and 10% of total annual salary and bonus. :

(i0) Represents contributions to the Named Execuuve Officer’s defined contribution pension plan and notongi suppiemental pension plan.

(11) Represents hiring incentive pursuant to employment ogreement of which the ofier tax valiue wos invested i the Corporguions Class “"A” non-vourg

sheres and contributions o the Nomed Execuuve Officers dsfined cominbution pension plan and nouond' supplemeniol pension pian.
{12y US. earnings were converted to Canadion dollars using an exchange rcte of 1 US = §1.57 CDN.

(13 Represents imputed inierest on share purchase loan and income 1ox gross-up on benefits dliowonce. The vaive of perawsiies and other benefits for the

Named Executve Officer is not greater than the fesser of $50.050 and 0% of total annuai salary and bonus.

(i=) Represenis mputed nterest on share purchese loan, iIncome (ax £ross-ud on beneijits al!

vance and unused bensf doliars poid out unger the Corporaion's

flexible benefit program. The value of perguisites and other benefis for the Nomed Exacutve Officer 1s not greaier thun tne iesser of $50.000 ang 10%
of total annual sclary and bonus

113y Fhred on Jonuery 4. 2000, and occordingly represents compensouon for the penod Jonuary 4, 2000 1o Murch 512000 :

(ié; Represents hinng incentive pursuant to empioymeni ggreement and contributons to e Named Executn

s defined contribution pension plan

and novond! supplemental pension pion
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Stock Options

The Corporation established a stock option plan in 1988 (the "Plan”) which provides for the issuance of options to purchase
Class "A” non-voting shares of the Corporation which expires December 31. 2004, unless extended or replaced by the Board of
Directors. The number of authorized and unissued shares that may be issued under the Plan may not at any time exceed
11,106,000 shares. As at March 31, 2002, there were 5586.8%2 opuions outstanding. The following table sets out grams made 10
the Named Executive Officers in fiscal 2002,

Optuion Grants during Fiscal 2002

Percertage of Market Vatue of
Securtiies Total Options i Shares Underlying
Under Options Granted 1o Exercise or Opuoms at Date
Granted Employees Base Price of Grant Expraucn
Name (# of Shares) (%) (% Share) {$/Share) Dae
Danie! J. O'Neill 400,000 24.21 3068 3065 March 12,2012
Robert Coalilier 74,000 4.48 2250 2250 May 17. 2014
David Perkins 36,000 2.18 2250 2250 May 17.2011
Michael S. Downey 40.000 242 22.50 2250 May 17,2011

Raynald H. Doin 50.000 303 2250 2250 May 17,2011

(1) Trus ioble tokes 1m0 cccount the sidck subdivision (two-for-one) efecive on September 6. 2001

The following table sets out for the Named Executive Officers, information concerning the exercise of stock options during the
fiscal year and the number and value of unexercised options held by each of the Named Executive Officers as at March 31, 2002.

Aggregated Option Exercises during Fiscal 2002 and Option Value
as at March 31. 2002

Shares Acquired Aggregate Unexercised Options Value of Unexercised
or: Exercise Value Realized at March 31,2002 in-the-Money Opuons
#) (

Name {¥) % Exercisable Unexercisatie Exercisable  Unexercisable
Daniel j. O'Neill Nil Nl 500.000 1.800.000 12,162,500 38.191.500
Robert Coallier ~~~ - - Nil Nil Nil 324.000 Nil 6.604.080
David Perkins INY I\ N 152.000 Nt 3.145620
Michael S. Downey Nif Nii Nl 141,000 NIl 2594375

Raynald H. Doin Nil Nl NIl 166.000 Nl 3.319.500
(1) This table takes into account the stock subdwision (tvo-for-one} effective on September 6. 2001
(2} Closing Marke: Price: £54.92 as at March 29, 2002 (las: wreding doy)

Molson inc. 20

467



Retirement Plans
Defined Benefit or Actuarial Plan Disclosure

Retirement benefits for Named Executive Officers are provided by a combination of a registered pension plan and an unregistered

supplementary retirement income agreement.

Named Executive Officers’ retirement benefits will normally start at age 65 but benefits can commence as early as age 55.
At normal retirement age, total benefits can be estimated from the following tables. These amounts are not integrated with

government benefit plans.

L2
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Daniel J. O'Neill
Final
Average e e e e Y87 O PensiOnaAble Service L }
Remweraton ®) MO B 5 30 3
250.000 31.250 62,500 93.750 125.000 137,500 150000 162.500
500000 62.500 125,000 187,500 250000 275000 300000 325,000
750.000 93750 187.500 281,250 375.000 412,500 450.000 487.500
1,000.000 125000 250,000 375000 500.000 550,000 500.000 650,000
1.250.000 156.250 312500 468750 £25.000 687,500 750.000 812,500
1.500.000 187500 375000 362,500 750000 825000 900000 375000
1,750,000 218750 437,500 $56.250 875,000 962500 1.050.00C 1,137,500
2.000.000 250,000 500000 750000 1.000.000 |.100.000 1200000 1,300,000
2,250,000 281.250 562.500 843,750 1.125.000 1.237.500 1.350.000 1462500
2.500.000 312500 625000 937500 1,250,000 1375000 }.500.000 1625000
Robert Coallier; David Perkins, Michael S. Downey and Raynald H. Domn.
Final
Average  ears of Pensionable Service™ T :
Rerruneration () S oy 10 15 20 25 30 N
200.000 20.000 40.000 60.000 80.000 100.000 110.000 120.000
300.000 30,000 60.000 90.000 120.000 150.000 165,000 180,000
400.000 40.000 80.000 120,000 160.000 200.000 220.000 240.000
500.000 50.000 100.000 150.000 200.000 250,000 275.000 300.000
600.000 60.000 120,000 180.000 240.000 300,000 330.000 360,000
700.000 70.0C0 140.000 210,000 280.000 350.000 385.000 420,000
800.000 80.000 160.000 240,000 320.000 400,000 440.000 480,000
$00.000 $0.000 180.000 270.000 360.000 450.000 495.000 540,000
1.000.000 100.000 200.000 300.000 400.000 500.000 550,000 600.000
* Service since June |, 1999 )
i
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Final Average Remuneration for the Named Executive Officers I1s the greater of the average of the executive’s three comsacuiive
calendar years of highest earnings or the final 36 months of earnings (base salary and bonus). The approximaie pe~sionadie years
of service 10 March 31,2002 under this program are the following: three years for Messrs. O'Nelll, Perkins 2and Doin and two vears
for Messrs. Coallier and Downey.

For D.}. O'Nell, retirement benefits are normally paid for the lifetime of the Named Executve Oficer and for a minimunm of five vears.
If he has a spouse at retirement and he dies before that spouse. 55% of his retirement income in respect of service pricr 1o Aprii 1.
2000 continues to be paid 10 the spouse for the remainder of her lifetime, but in any event for @ minimum of five years. Consistent with
the terms of the registered pension plan arrangements. if the Named Executive Officer has a spouse at retrement and he Gies beicre
that spouse. 66.67% of his retirement income in respect of service after March 31, 2000 continues to be paid 10 the spouse for the
remainder of her lifstime.

For R Coallier, D. Perkins, M. S. Downey and R. H. Doin, retirement benefits are normally paid for the lifeume of the senior exezutive
for a minimum of fifieen years. If he hes 2 spouse at retirement and he dies before that spouse. £5.7% of his retrement income continues
1o be paid to the spouse for the remainder of her lifetime.

For service prior 1o June 1999, R H. Doin was participating in a cefined contribution arrangement and Davig Perkins was partcipating
in defined benefit arrangement. both provided under a combination of registered pension plan and supplementary retrement income
agreement.

Indebtedness of Executive Officers

The reaquired details with regarg to Share Purchase Loans given to Executive Officers are shown in the {ollowing table. The
aggregate indebtedness of all Executive Officers and employees of Molson Inc. and its Subsidiaries (including the Named
Executive Officers) 1o Molson Inc. in respect of Share Purchase Loans at March 31, 2002, was $3.654.926.

The Board of Directors has approved a policy whereby the President of the Corporation is required within four years of joining
the Corporation 1o own shares with z value equal to at least three umes his salary, while the Executive Vice President and the
SeniorVice Presidents are required 1o own shares with a value equal 1o twice their szlary. Current information concerning share
ownership by these individuals 1s also shown on the table below.

Moison Inc. 22
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Table of Indebtedness of Executive Officers

Financially
Armount Assisted Share Number

Involvernent Outstanding as a1~ Purchase Duning Secunty for of Shares
Name and Position of Molson March 31,2002 ($) 2002 (#)  Indebtedness Owned
Daniel J. O'Neill
President and Chief Executive Officer Lender 753502 - 10.000 {4 103.050
Robert Coallier
Executive Vice President and Chief Financial Officer Nil Nil Nil Nil 28772
Raynald H. Doin
President, Québec/Atlantic Region, Molson Canada Lender 212400 © Nil (<) 2427%
Michael S. Downey '
President. Ontario/West Region. Molson Canada Lender 554580 21.600 (<) 21,600
Ricardo de A. Mayer
President, Bavaria S.A. Lender 706.769 24,474 4) 27474
David Perkins
President, Molson USA, LLC Lender 359930 ~ £.600 (4) 24227
Marie Giguére
Senior Vice President, Chief Legal Officer and Secretary Lender 199.899 7980 (4) 15965
Patrick L. Kelley
Senior Vice President, International Brewing Strategy Lender 598.155 23,600 (4) 23.600
Gregory L. Wade
Senior Vice President. Quality Brewing Lender 269290 11,240 (4) 11,683

(1} The loans are made for ten years. The interest payable quarterly. is equivalent 1o the Giidend on the shares purchased with the loan. No principcl repoy-
ment is required before the sixth anniversary of the loan. at which ume it s 1o be repad in five annual equal insialimenits. I the oicer leaves the Corporauon.
the loan must be repaid in full no later than 60 days foliowing termination of the employment

(2)  Inrespect of Class "A” non-voting shares. This table takes into account the stock subdwision (two-for-one) effective on September 6, 2001.

(3) The loans were made in 2000 ang in 2002,

(4)  Security for the indebtedness is provided for by the deposit of the certificates representing the refevant shares with CIBC Aellon Trust Comipary as ¢ trustee

(5) Incluges Cigss “"A" non-voung shares ecquired through MESOP as at March 31, 2002.

(6)  The logn was made in 2000 for the purchase of 16,000 Class "A” nor-voting shares.

Termination of Employment and Employment Contracts

In the event of involuntary termination by the Corporation of the employment of Daniel |. O'Neill, other than for just cause,
the Corporation is obligated to pay him 24 months of salary. Pension accrual benefits and perquisites will continue until the
earlier of the end of the notice period. re-employment or self-employment. In the event of involuntary termination within
24 months of a change of control, the notice period will be extended by |2 months.

in the event of involuntary termination by the Corporation of the empioyment of Robert Coallier, other than for just cause,
disability or voluntary retirement, including in the event of involuntary termination as a result of change in control of the com-
pany, the Corporation is obligated to pay him |8 months of salary, annual bonus, benefits and pension accrual. Insured bene-
fits, pension and perquisites will continue for the lesser of the severance period and the period until re-employment. With
respect to the 125,000 options granted on hire, in the event of involuntary termination between the second and third anniver-
saries of the grant date, one-third of the options would be vested, between the third and fourth anniversaries, two thirds of
the options would be vested and between the fourth and fifih anniversaries, the options would be fully vested.

Molison Inc. %23
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In the event of involuntary termination by the Corporation of the empioyment of David Perkins, other than for just cause, the
Corporation is obliged 10 pay him 24 months of salary,

An employment agreement for Raynald H. Doin provides that in the event of termination of his employment for any reason other
than cause, voluniary early retirement. normal retirement or death, he will receive a minimum of 18 months notice or pay in lieu of
notice.

In the event of involuntary termination by the Corporation of the employment of Michael S. Downey, other than for cause, the
Corporation is obligated to pay him the greater of either |2 months’ salary or the Corparation’s normal severance calculation.

Directors’ and Officers’ Liability Insurance

The Corporation maintains a combined Directors' and Officers’ Liability and Corporation Reimbursement Insurance Policy with
a limit of liability of $115.000.000 (Canadian) per policy vear to cover the Directors and Officers individually and collectively as
a group. and to cover the Corporation for its liability to indemnify the Directors and Officers pursuant to the Corporation’s
by-laws. The entire premium cost in the aggregate amount of $172,000 (Canadian) for the 2002 fiscal year was borne by the
Corporation. The premium for this policy was not aliocated between Directors and Officers as separate groups. In respect of
the Corporation reimbursement coverage. the Corporation bears the first $750000 (Canadian) of any loss.

Availability of Documents

Copies of the Corporation’s latest annual information form, together with any document incorporated therein by reference.
audited financial siatements. management’s discussion and analysis and management proxy circular may be obtained on request
from the Secretary of the Corporation. The Corporation may require the payment of a reasonable charge when the request is
made by scmeone other than a shareholder unless the Corporation is in the course of a distribution of its securities pursuant

to a short form prospectus. in which case such documents will be provided free of charge.

Directors’ Approval

The Directors have approved the contents and sending of this circular to shareholders.

Marie Giguere
Senior Vice President. Chief Legal Officer and Secretary
May 2. 2002
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Schedule A

(Changes are marked in bold)

Confirmation of Amendments to By-Law No. |

THAT the amendments approved by the Board of Directors to By-Law No. | replacing Sections 101 — Defintions (iv). 203 - Notice

of meetings, 2.04 — Persons enttled to be present. 2.06 —~ Voting, 301 — Number and Qualfication of Direciors, 3.0+ - Calling of
meetings, 3.05 — Notice and Execution of Documents, Section 501 in their entirety with the following be hereby confirmed:

SECTION 1.01 - Definitions. In this by-faw and all other by-laws and resofutions of the Corporation, unless the context
otherwise requires:
(3) The following terms shall have the meaning specified:
() "Act” means the Canada Business Corporations Act, or any statute which may be substituted therefor, as amended
from time to time; ‘
(i) “Articles” means the Articles of Continuance of the Corporation as amended or restated from time to time;
(i) "Board” means the Board of Directors of the Corporation;
{iv) "Corporation” means Molson Inc.;
(v) "Director” means a member of the Board: and
(vi) "Meeting of shareholders” means an annual meeting of shareholders, or a speciat meeting of shareholders, or both
and includes a meeting of any class or series of any class of shareholders;
{b) Terms that are also used in the Act shall have the meanings given to those terms in the Act and
() Words importing the singular number shall include the plural number and vice versa. words importing the masculine
gender shall include the feminine and neutral genders and words importing perscns shall include individuals. bodies
corporate, partnerships, trusts and unincorporated organizations.

SECTION 2.03 — Notice of Meetings. Notice of each meeting of shareholders shall be given not less than 21 days or more than
50 days before the meeting to each sharehoider entitled to vote at the meeting. to each Director and to the audiors of the
Cerporation. Any notice, communication or document to be given by the Corporation pursuant to the Act, the Articles, the
By-Laws or otherwise, to a shareholder, Director or auditor shall be sufficiently given if delivered personally to the person to
whom it is to be given, or if delivered to his recorded address, or if mailed by prepaid mail addressed to him at this recorded
address. In addition, any such notice, communication or document required to be given may instead be delivered by the
Corporation in an electronic or other technologically enhanced format, provided that the requirements of the applicable law in
respect of such delivery have been complied with in all respects, including, where required, receipt by the Corporation of the
prior consent of the recipient to the delivery of such notice, communication or document in electronic or other technologically
enhanced format and the designation by the recipient of the information system for receipt thereof.

SECTION 2.04 - Persons entitled to be Present. The only persons entitled to attend a meeting of the shareholders shali be those
persons entitled to vote thereat, the Directors. the auditors of the Corporation and any other persons who, although not entitled
to vote at the meeting, are entitled or required under any provision of the Act, the Articles or any by-law of the Corporation to

attend the meeting. Any other persons may be admitted to the meeting only on the invitation of the Charman of the meeting or

with the consent of the meeting. Any person entitled to attend a meeting of the shareholders may participate in the meeting by
means of a telephonic, electronic or other communication facility which may be made available by the Corporation, provided
that the Chairman is satisfied that all participants will be able to communicate adequately with each other during the meeting.
A meeting of shareholders may be held by means of a telephonic, electronic or other communication facility which may be made
available by the Corporation, unless the Directors otherwise determine and provided that the Chairman is satisfied that all
participants will be able to communicate adequately with each other during the meeting.
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SECTION 2.06 — Voting. Voting at any meeting of the shareholders shall be by a show of hands except where. either before or
after a show of hands, a ballot is required by the Chairman of the meeting or is demanded by any person present and entitled to
vote at the meeting, but such requirement or demand may be withdrawn at any time prior 1o the taking of the baliot. On a show
of hands, each person present and entitled to vote at the meeting shall have one vote. On a ballot, each shareholder present in
person or represented by proxy at the meeting and entitled to vote thereat shall. subject 1o the Act and the Articlas. have one
vote for each share entitled to be voted that is registered in his name. A ballot so required or demanded shall be taken in such
manner as the Chairman of the meeting directs. Any vote may be held, if the Chairman so decides, in accordance with the laws
and regulations governing the Corporation, by means of a telephonic, electronic or other communication facility, provided that
the Corporation makes available such a communication facility.

SECTION 301 - Number and Qualification of Directors. The number of Directors of the Corporation shall be a minimum of
10 and a maximum of 20 and the number within such range shall be determined by the Board from time to time. Whenever the
Board has fewer than the maximum number of Directors permitied by the Articles. the Board may appoint a qualified person or
persons to the Board to hold office for a term expiring at the close of the next annual meeting of the shareholders, Whenever a
vacancy shall occur on the Board which results in the Board not having quorum, the remaining Directors shall forthwith call a special
meeting of shareholders to fill the vacancy. If the remaining Directors fail to call such meeting or if there are no Directors then in
office, any shareholder may call the meeting. Where the minimum number of Directors required by the Articles is increased, any
vacancy resulting from such increase shall be filled by election at 2 special meeting of shareholders. Twenty-five per cent (25%)
of the members of the Board shall be resident Canadians. A Director need not hold shares issued by the Corporation.

SECTION 3.04 - Calling of Meetings. A meeting of the Board may be held at any time upon call by any two Directors. the
Chairman of the Board, the President. or any other officer designated by the Board. Each meeting of the Board shall be held at
such place as may be determined by the person or persons calling the meeting. Subject to the laws governing the Corporation,
any Director may, if all of the Directors consent, participate in any meeting of Directors or committee of Directors by means of
a telephonic, electronic or other communication facility that permits all participants to communicate with each other during the
meeting. In the case of any such participation at any such meeting, each such Director so participating shall be deemed to be
present at such meeting.

SECTION 3.05 — Notice. Subject 1o the provisions of the Act, no notice need be given of the first meeting of the Board subsequent
10 a meeting of shareholders at which Directors are elected if such Board meeting is held immediately following the meeting of
shareholders. Subject to the foregoing, notice of every meeting of the Board shall be delivered to each Director or left at his
usual residence or usual place of business, or shall be mailed, sent by telefax or in any electronic or other technologically
enhanced formart at least 48 hours prior to the meeting, The accidental failure to give notice of a meeting of the Board of Directors
or any error in such notice not affecting the substance thereof shall not invalidate any action at the meeting.

EXECUTION OF DOCUMENTS - SECTION 501 - The Board may from time to time determine the officers or other persons
by whom certificates, contracts or other documents of the Corporation hall be executed and the manner of execution thereof,
including the use of printed. facsimile or electronic reproductions of any or all signature and the use of a corporate seal or a printed,
facsimile or electronic reproduction thereof.
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Schedule B

Corporate Governance Compliance Table
Guidelines Compliance

I. The Board should explicitly assume
responsibilicy for the stewardship
of the Corporation, including:

a) adoption of strategic planning process: Yes

b) identification of the principal risks of Yes
Molson's business and ensuring the
implementation of appropriate systems
to manage these risks:

¢} succession planning, including appointing, Yes
training and monitoring senior management;

d) Molson's communication policy; Yes

e) integrity of Molson’s internal control and Yes
management information systems.

2. The Board should be constituted of Yes
a majerity of unrelated Directors.

3. The basis of the analysis of which member Yes
of the Board is considered “related” and
the significant sharehoiders.

4. Appointment by the Board of a committee
of Directors composed:

a) exclusively of outside Directors, Yes
i.e. non-management, Directors, a majority
of whom are unrelated:

b) with the responsibility:for: propesing to the Yes
full Board new nominees and for assessing
Directors on an ongoing basis.

5. Implementation by the Board of a process No
to be carried out by the nominating
committee or other appropriate committee
for assessing the effectiveness of the Board
as a whole, the committees of the Board and
the contribution of individual Directors.

6. Orientation and education program Yes
for new recruits to the Board.

Comme

Board and Management roles have been defined in refation to financial management.
performance management, human rescurce management and external relations to
clearly denote areas properly within the scope of management decision-making and
those within the scope of the Board.

The Board approves the Corporation’s strategic plan and receives regular updates

on progress in the execution of the plan,

The principal risks of various strategic decisions are identified and addressed as part
of the strategic planning process. The Audit and Finance Committee deals with financial
risk management and the Environment, Health and Safety Committee specifically
addresses other areas of risk management.

The Human Resources and Corporate Governance Committee is responsible

for reviewing short-term and jong-term succession plans for senior officers of

the Corporation.

The Board reviews and approves communications to the shareholders, such as the
Annual Information Form as well as annual and quarterly reports.

The Audit and Finance Committee reviews the Corporation's annual consolidated
financial statements and quarterly financia! statements before they are approved by the
Board. It works jointly with management to develop the annual audit plan and reviews
the auditors’ recommendations on internal controls. The Committee meets the
Auditors independently from management at least once a year.

At the end of fiscal 2002, the Board was composed of twelve Directors. Eleven of them
were considered to be "unrelated” Directors.

Only one Director was considered “related” because he was member of management:
D. ). O'Neill. the President and Chief Executive Officer. The three Directors who are
members of the Molson family are significant shareholders in the Corporation but are
considered to be independent of management and not subject to any interest that
would materially interfere with their ability to act in the best interests of the
Corporation. As such, they are considered to be “unrelated” Directors.

The Human Resources and Corporate Governance Committee is comprised of five
outside Directors, all of whom are unrelated.

The Committee is responsible for the structures and composition of the Board and
Board committees, defining the relationship. roles and authority of the Board and
management, identifying and recommending suitable Director candidates. The Committee
has not yet established a formal process for assessing the Directors on an ongoing basis.

There is currently no formal process in that regard.

When joining the Board, each new Director is handed extensive documentation and
meetings are arranged on the request of the nominee.
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Guideines Compiance

2)

b)

<)

d)

Size of the board and impact of the number Yes
of Directors upon the effectiveness of the Board.

Adequacy and form of the compensation of the Yes
Directors that realistically reflect the responsibilities
and risk in being an effective Directors.

Committees of the Board should generally Yes
be composed of outside Directors, a majority

of whom are unrelated, although some Board
committees, such as the Executive Committee,

may inciude one or more nside Director.

. Responsibility of the Board, or of a committee Yes

of the Board, for developing Molson’s approach
1O Corporate governance issues.

. The Board has developed:

position descriptions for the Board and for the Yes
CEO involving the definition of the mits

to management’s responsibilities: and

corporate objectives which the CEQ Yes
is responsible for meeting,

. Appropriate structures and procedures are Yes

in place to ensure that the Board can function
independently of management.

The Audit Committee should be composed Yes
only of outside Directors:
the roles and responsibilities of the Audit Yes

Committee should be specifically defined so

as to providé appropriate guidance to the members

as to their duties:

the Audit Committee should have direct Yes
communication channels with the internal and

external auditors to discuss and review specific

issues as appropriate;

the Audit Committee duties should include Yes
oversight responsibility for management reporting

on internal control and should ensure that management
has designed and implemented an effective system

of internal control.

. The Board should implement a system which Yes

enables an individual Director to engage an
outside adviser at the expense of the Corparation

in appropriate circumstances.

Comments

Because of the acquisition of Cervejarias Kaiser Brazi! S.A.. and a strong desire to
become a global brewer. the Board. now comprised of twelve Directors. has determined
that its size could be advantageousiy increased to {14 members] to better serve the
needs of the Corporation without any negative impact on its effectiveness. This will
allow to make committee assignments easier,

The Human Resources and Corporate Governance Committee reviews the Directors’
compensation regularly which leads to adjustments 1o bring the compensation in hne
with median levels.

The majority of the Board committees are ccmposed of outside and unrelated
Directors with the exception of the Executive Committee where the Chief Executive
Officer is a member.

The Human Resources and Corporate Governance Committee is responsible for the
development and maintenance of the Corporation’s corporate governance practices,
including the structures and composition of the Board and Board commuttees.

A matrix was developed to define (imits to management discretion and to ensure
strategic issues are brought to the Board.

The Human Resources and Corporate Governance Committee develops performance
objectives with the Chief Executive Officer and assesses his performance annually in
relation to these objectives.

The roles of Chairman of the Board and Chief Executive Officer are separate.The
Board also preserves its independence by ensuring that members of management do
not sit on any Board commuttees other than the Executive Commuttee. Board committees
engage independent consultants, a5 appropriate, to assist them in discharging their respon-
sibilities. The Audit and Finance Committee meets annually with the Corporation’s external
auditors at 3 session where only outside Directors are present.

The Audit and Finance Committee is composed of five outside Directors,
Clear terms of reference for the Audit and Finance Committee have been set by the

Board of Directors.

The Audit and Finance Commuttee meets with the Corporation’s Auditors
independently of management at least once a year.

The Audit and Finance Committee reviews the auditors’ recommendations on internal

controls.

Board commirttees engage independent consultants, as appropriate, to assist them
in discharging their responsibilities.

Molson Inc.
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Forward-looking statements

This anpual information form contains certain statements reflecting management’s current expectations which are
only predictions and therefore involve a number of risks and uncertainties. The actual events or results may differ
materially, as a result of many factors including but not limited to the beer industry competitive and pricing
environment, the economic and politic environments, the foreign exchange and interest rates (see “Risk Factors™).
The Corporation undertakes no obligation to update or revise any forward-looking statements publicly.
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ANNUAL INFORMATION FORM

CORPORATE STRUCTURE

Incorporation and Organization

Molson Inc. was incorporated under the laws of Canada in 1930 and became a public
corporation in 1945. The Corporation was continued under the Canada Business Corporations
Act in 1979 and was amalgamated with a wholly-owned subsidiary in 1980. In 1993 the share
provisions relating to the Corporation’s Class “A” non-voting shares and Class “B” common
shares were amended to provide a “coattail” for the Class “A” non-voting shares. In 1997, the
articles of the Corporation were amended to provide the board of directors with the flexibility
to appoint additional directors between shareholders’ meetings in a timely manner and
without incurring the expense of a shareholders’ meeting. In 1999, the articles of the
Corporation were amended to change the name from The Molson Companies Limited to
Molson Inc. On August 28, 2001 a two-for-one subdivision of all Class “A” non-voting
shares and Class “B” shares of the Corporation was approved in a special meeting of the
shareholders and became effective on the Toronto Stock Exchange on September 6, 2001.
The address of the registered and executive offices of the Corporation is 1555 Notre-Dame
Street East, Montreal, Quebec, HZL 2RS. In this Annual Information Form, the terms
“Corporation” and “Molson” refer to Molson Inc. and its respective subsidiaries, unless the

context otherwise requires.
Subsidiaries and Significant Investments
The following chart details the name, percentage of interest and jurisdiction of incorporation

of the Corporation’s main operating subsidiaries which are either consolidated or
proportionately consolidated.

565



MOLSON INC.
(Canada)

80% 50.1%

Cervejarias Kaiser

Brasil S.A. Molson Canada Coors Canada Molson USA, LLC
®Br azﬂ) {Ontarie) (Ontario) (Delaware)
100%
Bavaria S.A.
(Brazil)

The Corporation and its wholly-owned subsidiary, Carling O’Keefe Breweries of Canada
Limited, collectively have a 100% interest in Molson Canada and a 49.9% interest in Coors
Canada both of which are Ontario partnerships. In addition, the Corporation owns an 80%
interest in Cervejarias Kaiser Brasil S.A. which owns a 100% interest in Bavaria S.A. both of
which are incorporated under the laws of Brazil, and a 50.1% interest in Molson USA LLC,
which is incorporated in Delaware in the United States.

DEVELOPMENT OF THE BUSINESS

Overview

Molson Inc. is the largest brewer in Canada and the twelfth largest brewer in the world.
Molson’s business traces its brewing heritage to the founding of the Molson brewery in
Montreal in 1786. While the Corporation’s business has expanded and diversified over its
long history, the Corporation decided in 1996 to refocus its activities exclusively on brewing,
marketing and distribution of alcoholic beverages in order to be better positioned for the
consolidation of the brewing business worldwide.

The implementation of this strategy led to a reorganization of the Corporation’s business in

Canada, an effort to strengthen the Corporation’s brands in the United States and the
acquisition of Bavaria S.A. in fiscal 2001 and Cervejarias Kaiser Brasil S.A. in fiscal 2002.
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Developments in Canada
Molson Canada

Molson’s brewing operations are carried on in Canada through an Ontario general

partnership that is owned by the Corporation and Carling O’Keefe Breweries of Canada
Limited, a wholly-owned subsidiary.

As part of the Corporation’s efforts to increase efficiencies, two significant cost reduction
initiatives were launched since fiscal 2000.

The first was announced in September 1999, following a comprehensive assessment of its
financial and administrative processes and benchmarking itself against 85 other
companies. This $100 million cost reduction program consisted of initiatives to increase
productivity through a combination of cost reductions including an 18 percent reduction
in salaried employees and administrative process improvements including centralization
of marketing and operations strategy development while maintaining decentralized
execution. As well, on October 7, 1999, following a review of capacity utilization and
overall facility efficiencies, Molson announced the consolidation of its Ontario brewing
operations and the decision to close the Barmrie brewery, effective September 2000. As a
result, Molson announced on February 12, 2002 a $34.8 million capital investment in its
Toronto brewery, with total investments of $100 million planned over the next five years.
Furthermore, on May 9, 2001, Molson announced the closure of its Regina brewery,
during the spring of 2002. On March 1, 2000, the Corporation announced that the
expected cost reductions of this first initiative were increased from $100 million to $150
million.

The second cost reduction initiative was announced on March 1, 2002, by the
Corporation with $100 million expected in additional savings over the next three years.
This furtber initiative is expected to deliver cost reductions principally in 5 areas: in the
area of capacity utilization by eliminating excess production capacity and improving
brewery asset utilization; in the area of procurement by lowering material costs and
aligning material specifications with market demand; in the area of distribution by
increasing distribution assets utilization and productivity and integrating supply chains to
leverage volume; in the area of organization renewal by aligning information technology
costs with industry standards and restructuring the business to meet Molson’s business
needs; and in the area of marketing and sales by focussing marketing expenses on the
core brands and enhancing the merchandising effectiveness.

On April 1, 2001 the Corporation launched a new information technology project. The
project will provide immediate, integrated data to all employees regarding company
activities, allowing the employees to make more informed decisions. The approach
chosen for the implementation consists of a phasing strategy whereby Phase 1 addresses
the financial processes and gives employees access to a new Business Data Warehouse.
Phase 2 will address the following functional areas: supply chain and the sales and

6
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distribution business processes. Phase 2 will be implemented across the country in a
sequential roll-out by plant.

Moosehead Transaction

In June 2000, Molson terminated the Moosehead Molson Partnership created in 1995 and
regained responsibility for the marketing and sales of its products in Nova Scotia, New
Brunswick and Prince Edward Island and set up a new sales organization for this
purpose. Moosehead Breweries Limited continues to brew the Molson Canadian brand

in those provinces.

Coors Canada

Coors Canada, an Ontario partnership, is owned 50.1% by Coors Canada Inc., a wholly-
owned subsidiary of Adolph Coors Company, and 49.9% by the Corporation. Coors
Canada is responsible for the management of the Coors brands in Canada. Pursuant to
agreements between Molson and Coors Canada, Molson is authorized to brew, distnibute
and sell Coors brands in Canada and currently brews, distributes and sells the COORS
LIGHT brand in Canada. In fiscal 2001, the partnership and licensing agreements
between Molson and Coors were extended for an indefinite period and included the
addition of Molson performance standards for the Coors brand. These agreements also
provide for the possibility for Molson to test market light beers in Canada. During fiscal
2002, both sales volumes of COORS LIGHT and Coors Canada earnings achieved
significant growth despite an aggressive competitive environment.

Developments in Brazil

Bavaria S.A.

On December 21, 2000, the Corporation entered the South American beer market with
the purchase of the Bavaria brand and five brewing facilities, from Companhia de
Bebidas das Américas (“AmBev”). The sale of the BAVARIA brand was directed by
Brazilian regulatory authorities as a condition for the approved merger of Brazil’s top
two brewers, Antarctica and Brahma, which now operate as AmBev.

The Brazilian beer market is approximately four times the size of the Canadian market
with an annual consumption estimated at 85.4 million hectolitres for 2002 by the
Brazilian association of beers producers (“Sindicerv”).

Under the terms of the agreement, Molson acquired the shares of Bavaria S.A. with assets
that include the Bavaria brand and five breweries for US$94.3 million — with additional
amounts payable contingent on the attainment of certain market share thresholds. No
additional amounts were payable as at March 31, 2002. As a result of the Kaiser
acquisition, AmBev and Molson are in the process of renegotiating certain terms of the
Bavaria purchase and sale agreement.
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Cervejarias Kaiser Brasil S.A.

On March 18, 2002, the Corporation purchased 100% of the shares of Cervejarias Kaiser
Brasil S.A. (“Kaiser”), the second largest brewer in Brazil, based on an enterprise value
of US$765 million. The acquisition included the Kaiser brands and, eight brewing
facilities in Brazil. The acquisition was financed with US$182 million in cash, US$150
million in Molson Inc. Class “A” shares and debt of approximately US$395 million,
including cash acquired and before transaction costs. As part of the transaction, Kaiser
will continue to have access to the Coca-Cola distribution system in Brazil. The
acquisition is subject to the approval of the Brazilian competition authorities.

On April 17, 2002, Heineken acquired 20% of Molson’s operations in Brazil for a
purchase price of approximately US$218 million. As part of the transaction, the
Corporation and Heineken signed a new licensing agreement for the Heineken brands in

Brazil and extended the Canadian distribution agreement of Heineken products for 10
years.

With the Kaiser acquisition, Molson’s market share in Brazil has increased from
approximately 3.1% to approximately 17.8%, making it the second largest brewer in
Brazil and the twelfth largest brewer in the world. On June 20, 2002, following an
assessment of its cost structure and geographic considerations, the Corporation
announced the closing of its Brazilian breweries located in Divinopolis, Camagari and
Getlilio Vargas and that its plant located in Ribeirio Preto would specialize in the
production of cans. ’

Developments in the United States

Molson USA

Effective December 29, 2000, Molson completed a transaction with Miller Brewing
Company (“Miller”) and Fosters Brewing Group (“FBG”) for the repurchase of the rights
to the Molson brands in the United States for US$133 million. As part of the transaction,
Molson executed amended license agreements covering both Miller and Foster’s products
in Canada and reconfirmed a long-term production agreement with Foster’s for export to
the United States. From December 1997 to December 29, 2000, Molson and Foster's
brands were marketed and distributed in the United States by an entity in which Miller
held a 50.1% interest and the Corporation and FBG, through direct or indirect
subsidiaries, each held a 24.95% interest. Miller acted as manager of that entity and
provided the administrative, selling and marketing services required by that organization.

“This transaction was followed by the completion, on January 2, 2001, of the sale of
49.9% interest in Molson’s U.S. business (operating as Molson USA, LLC ("Molson
USA™) to Coors Brewing Company for total cash consideration of US$65 million.
Offices for Molson USA, the dedicated business unit with responsibility for Molson
brands in the United States, have been established in Golden, Colorado. The repurchase
of the Molson brands in the United States and the new partnership with Coors allow
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Molson to take control of a growth opportunity to rebuild the Molson brand in the United
States ~ the largest and fastest growing import market in the world. Coors provides
certain sales, distribution and administrative services required by this organization.
Molson USA markets and distributes Molson owned brands including MOLSON
CANADIAN, CANADIAN LIGHT, MOLSON ICE, and MOLSON GOLDEN in the United
States. '

While Molson trademark products are available throughout the United States, including
Alaska and Hawaii, the majority of sales are concentrated in the eastern region of the
United States. Molson’s volume in the Unites States declined 12% during the year
compared with last year, however, trends improved in the fourth quarter of fiscal 2002
resulting in an increase in volume of 1.3% versus the same quarter last year.

Business strategy

The Corporation's business strategy focuses on 5 main objectives: operating profit growth,
market share growth, volume growth, organizational renewal and quality. The Corporation
intends to -achieve its objectives of operating profit growth through further cost savings in
Canada (Project 150), synergies from the merger of Bavaria and Kaiser in Brazil, improving
performance in the United States and a continued company wide focus upon Molson's
Economic Value Added program (EVA®).

To achieve market share growth, the Corporation will focus on targeted regional markets in
Canada, growing core brands, developing new products and growing market shares in the
United States and Brazil. To achieve volume growth, the Corporation will target regional
growth in Canada (Manitoba, Maritimes and Ottawa) and through acquisitions consistent with
the international strategy.

Organizational renewal consists of building a world class human resources team, driving
leadership talent development, improving employee involvement, implementing cost effective
compensation and benefits and establishing positive union relations. Quality improvements
include quality and comsistency of incoming new materials, targeting consistent
manufacturing, maintaining customer satisfaction, and the development of world class
technical teams and improving the innovation process.

International Trends

In various international beer markets, the on-going consolidation process will continue to
reduce the number of participants. According to Plato Logic, an international supplier of beer
global data, the top 20 brewers have a combined 63% share of global consumption as of June
2002, versus 46% in 1992. Of these 20 brewers, 14 have either maintained or increased their
. share of the global market. For the same period of time, the top 20 brands have remained at a
combined 28% share of the global consumption. As consolidation continues, many of the top

20 brands will capture a greater share of the market through the acquired distnbution of the
respective brand owners.
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Molson now is the twelfth largest brewer in the world with 26.3 million hectolitres (versus
twenty-second prior to acquisitions in Brazil), with Kaiser as the fourteenth ranked global
brand. In the quest to generate greater shareholder value, Molson will continue to access
opportunities and take action in the on-going consolidation of the global beer market.

DESCRIPTION OF THE BUSINESS
General Description

The Corporation, with 15 breweries in Canada and Brazil, brews, bottles, packages, markets
and distributes over 85 owned or licensed brands of beer in Canada, Brazil and the United
States. '

Main Markets

Canada

The Canadian brewing industry is a mature market, with no major growth forecasted over
the long term. It is characterized by aggressive competition for volume and market share
from regional brewers, microbrewers and, to a lesser extent, certain foreign brewers, as
well as Molson’s foreign-controlled domestic competitor. These competitive pressures
require significant annual investment from the Corporation in marketing and selling
activities.

There are three major beer categories: the super premium, which is the upscale category
including imports and represents 13% of total sales, the premium, which includes the
majority of domestic brands and the light subcategory and represents 70% of total sales,
and the discount category which represents 17% of total sales.

Total industry volume in Canada is sensitive to factors such as weather, changes in
demographics and consumer preferences. Consumption of beer in Canada is also
seasonal with approximately 40% of industry sales volume occurring during the four
months from May to August. For the year ended March 31, 2002, estimated industry
sales volume in Canada, including sales of imported beers, increased by 2.6% to
approximately 21 million hectolitres.

Imported beer volume in the Canadian market has increased by 65% over the past five
years, achieving almost an 8% share of the total industry volume during the year ended
March 31, 2002. During this same timeframe, domestically produced volume remained
fairly stable.

The domestic brewing industry is composed principally of two major brewers having a

combined market share of approximately 89% of beer sold in Canada. In comparison,
the top three brewers in the United States represent approximately 80% of that market.

Foreign brands licensed for brewing and sale in Canada have played a larger role
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domestically than have direct imports. The three major U.S. brewers are among the
foreign producers, which have licensed Canadian brewers, including Molson, to brew,
market and distribute their brands in Canada.

The Ontario and Quebec markets account for approximately 63% of the total beer market
in Capada. The top ten brands in Canada accounted for approximately 59% of the
Canadian packaged market in fiscal 2002, including MOLSON CANADIAN which, with
approximately 12.4% market share, remained the leading brand in Canada.

The Canadian industry as a-whole has taken a number of initiatives to reduce its costs and
improve its ability to compete. In order to eliminate excess capacity, Molson has closed
ten breweries since 1989 including the Barrie brewery, which closed in September 2000,
and the Regina brewery, which is in the process of closing. In Ontario, the distribution
and retail system operated by Brewers Retail Inc. (of which Molson is a shareholder) is
pursuing opportunities to modemnize the retail business to enhance mdustry sales, while
seeking increased efficiencies in the wholesale operation.

Molson and the majority of Canadian brewers utilize a common refillable bottle in

Canada, resulting in environmental benefits and significantly reduced distribution,
warehousing and sorting costs.

Brazil

Brazil with its approximate consumption of 85.4 million hectolitres of beer annually is
the world’s fourth largest beer market, four times the size of the Canadian market and
forecasted to surpass third-place Germany by 2007. According to Sindicerv, the
Brazilian beer market has a three-year average growth rate of 2.9%. In addition, the
Brazilian beer market is highly concentrated with three major competitors and a growing
young adult market. The per capita consumption of beer in Brazil was approximately 49
litres in 2001. With the acquisition of Bavaria and Kaiser, Molson has positioned itself
as the second largest brewer in Brazil with a combined volume of over 15 million
hectolitres of annual beer production. Approximately 60% of Kaiser’s sales in Brazil are
concentrated in the south region and in the Sdo Paulo region (South East).

Marketing

Competition in the beer market involves a wide range of marketing and sales activities.
Molson strives to sustain its competitive advantage by attempting to clcarly position and
promote its core brands in the marketplace.

A key element of Molson’s marketing strategy in Canada 1s to increase the effectiveness of its
marketing initiatives by tailoring them to reach key consumers. Molson looks to empirical
research and consumer insight to ensure it allocates spending to those mechanisms that
influence brand adoption and drive sales. Rigorous testing of advertisements is done both
qualitatively and quantitatively with consumers during the development stage. Molson
believes that the long-term success of core brands depends on advertising and promotions that

11

572



represent the brands in ways that are relevant and meaningful to key consumers through
unique brand positioning. ‘

The marketing team in Canada is responsible for consumer. strategic marketing, including
overall strategy, creative development and promotions. It works closely with regional sales
people to execute the strategy effectively to leverage local knowledge and relationships with
local lizznsees, retailers and other marketing channels. During fiscal 2002, the Corporation
creziz< & zew position of Vice-President Global Business Development whose responsibilities
inciude the development of a stream of new products innovations for existing markets and
strategies to expand into international markets.

Molson’s strategic marketing efforts are focussed on the core brand portfolio comprising
CANADIAN, MOLSON DRY, EXPORT, RICKARD'S, COORS LIGHT, CORONA and
HEINEKEN and certain regional brands in Canada and on the KAISER PILSEN and BAVARIA
brands in Brazil. .

Brands

Molson markets a wide range of brands designed to appeal to a variety of consumer
preferences.

Molson Owned Brands

Molson’s major owned brands in Canada are CANADIAN, EXPORT, MOLSON DRY and
RICKARD'S. Molson has taken a number of initiatives over the last 3 years with respect
to these brands, including new advertising campaigns for both CANADIAN and EXPORT
and a relaunch of RICKARD'’S RED together with the line extensions, RICKARD'S
GOLD and RICKARD'S PALE.

CANADIAN, a lager, has for 5 years been the leading packaged brand in Canada. In
fiscal 2000, the 7 AM CANADIAN slogan was revived to connect the brand with
consumers, based on the notion of Canadian pride. In fiscal 2002, the theme of Canadian
pride was built on with the launch of the successful “Anthem” spots, Myles advertising,
and the successful Team Canada Gold Medals Programs. Although MOLSON
CANADIANs market share decreased 0.5% in fiscal 2002 as a result of a decline in the
premium segment, management is confident that this flagship brand can regain lost
market share with a new advertising campaign focusing on the three elements of the
brand’s strength: ubiquity, sociability and quality.

EXPORT, an ale, has been produced by Molson since 1903. It is a leading brand in
Quebec and has benefited from a long association with hockey as well as other sports
including a new association with National Lacrosse League teams and the World
Wrestling Federation. It was relaunched in Ontario during fiscal 2001 with a new
positioning, targeted to the male market segment.
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MOLSON DRY is the largest selling brand in Quebec and has been the number one
Molson brand in Quebec for 6 years. MOLSON DRY is an easy to drink beer targeting
open-minded, energic young males. In fiscal 2002, the brand completed a major

advertising review, to drive new life in this already very successful and never ordinary
brand. ‘

RICKARD’S is a super-premium beer for drinkers who want beers with exceptional
flavour. During fiscal 2002, Molson continued its efforts in the super premium category,

the fastest growing segment in the country, with the addition of RICKARD'S PALE to the
Rickard’s family composed of RICKARD'S RED and RICKARD'S GOLD.

Molson owns a number of significant regional brands, including GOLDEN, PILSNER,
O'KEEFE, LAURENTIDE, CARLING BLACK LABEL, OLD VIENNA, BLACK HORSE
and the CARLING family of discount price brands. Efforts continue on reducing the
dependency on the non-core brands to improve efficiencies throughout the organization.
Molson also owns TORNADE, the leading line of flavoured malt-based beverages.

The cgrporation’s significant brands in Brazil are K4ISER PILSEN and BAVARIA.
KAISER PILSEN represents 89% of Kaiser total sales. Kaiser’s other brands include
SANTA CERVA, KAISER SUMMER DRAFT, XINGU and KAISER BOCK.

Molson Licensed Brands

Molson also distributes licensed brands such as COORS LIGHT, CORONA, HEINEKEN
and the MILLER brands as well as FOSTER'S LAGER.

COORS LIGHT is manufactured by Molson under license from Coors Canada and is the
leading light beer in Canada with over 7% national market share and 56% share of the
light segment in fiscal 2002. It is the fourth-largest selling brand in Canada. The light
beer segment represents approximately 13% of the Canadian market.

CORONA - Molson distributes CORONA EXTRA in Ontario, Quebec and the Atlantic
Provinces pursuant to a new five year agreement with Cerveceria Modelo S.A. de C.V. It
is the number one super premium import in Canada.

HEINEKEN - Molson has agreements with Heineken N.V. (Netherlands) in which it has
been granted the right to import and sell HEINEKEN LAGER, MURPHY'S IRISH
STOUT, MURPHY'S IRISH AMBER and AMSTEL LIGHT throughout Canada.
HEINEKEN is the number two super premium import in Canada. As part of the Kaiser
transaction in Brazil, Molson extended its Heineken distribution agreement for a period
of ten years in Canada and entered into a new five year licensing agreement for Brazil.

MILLER - Molson executed an amended license agreement with Miller in December
2000 to brew and sell MILLER HIGH LIFE, MILLER LITE, MILLER GENUINE DRAFT,
MILLER GENUINE DRAFT LIGHT, MILWAUKEE'S BEST DRY and MILWAUKEE'S
BEST, the largest selling trademark in the popular price segment in the province of
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Quebec. Molson also began unpomng MILLER GENUINE DRAFT i in a clear bottle in
January 2000.

FOSTER’S - In 2001, Molson amended and restated its License Agreement with Carlton
and United Breweries Limited, a subsidiary of FBG, to brew FOSTER'S LAGER in Canada
for sale in Canada and the United States, and to brew FOSTER'S SPECIAL BITTER in
Canada for sale in the United States.

Market Share

Molson has the highest market share in each of Newfoundland, Quebec, Ontario,
Saskatchewan and Alberta. In fiscal 2002, Molson had an estimated average market share of
45.1% of all beer sold in Canada, including imported beer, compared with.an average market
share of 45.0% in fiscal 2001. This increase was due to the continued strong performance of
certain core brands including MOLSON DRY, RICKARD'S and EXPORT, COORS LIGHT,
CORONA and HEINEKEN as well as MILWAUKEE’S BEST. Further details relating to the
Corporation’s fiscal 2002 performance are provided in the sections titled Sales Revenue and
Operating Profit as well as Industry Volume and Market Share on page 38 of the fiscal 2002
Annual Report.

Marketing Assets

Molson’s association with highly visible sports and music events is used to leverage its
brands.

Sports

Molson’s research indicates that hockey is extremely relevant and important to
consumers, which is why it continues to be extensively involved in Canadian hockey,
both at the national and grass-roots levels.

As the exclusive brewery sponsor of all six Canadian NHL teams, Molson maintains its

strong relationship with professional hockey. Molson also remains the title beer sponsor
of the French national broadcasts of NHL games.

In addition to its commitment to professional hockey in Canada, Molson continues to
strengthen its relationship with junior hockey, including an alliance with the Canadian
Hockey Association, which includes men’s national, women’s national and national
junior teams. In fiscal 2002, Molson built on this commitment with its Molson million
for gold campaign, through which Molson donated $500,000 to each of the men’s and
women’s national Olympic hockey teams for bringing home the gold medals from the
Salt Lake City Olympic winter games. In fiscal 2002, Molson renewed its sponsorship of
the Canadian Hockey Association (CHA) for 4 years. '

Molson also has exclusive promotional agreements in basketball with league sponsorship

of the National Basketball Association (“NBA™) as well as local sponsorship of the
Toronto Raptors.
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EXPORT continues to enjoy the benefits of a multi-year title sponsorship with the
Montreal Alouettes franchise of the Canadian Football League ("CFL") playing in
Molson Stadium. This sponsorship in Montreal complements existing CFL partnerships,
which have been in place with the Calgary Stampeders, Edmonton Eskimos and
"Saskatchewan Roughriders for many years. ~

On February 16, 2001 Molson announced a partnership agreement with the Montreal
Expos that makes Molson the team’s title sponsor. The one-year agreement included an
- option for the 2002 season, which has been exercised in part. As a result of these
associations, EXPORT is now the sponsor of all Montreal major professional sport teams.

In fiscal 2002, Molson also became official sponsor of the National Lacrosse League and
the World Wrestling Federation.

Music

Molson-has made a long-term investment in entertainment properties, including event
production and venue ownership.

One example is House of Blues Concerts Canada (House of Blues), an equal partnership
between Molson Canada and HOB Concerts Canada Ltd., devoted to the staging,
production and marketing of live entertainment across Canada. Entertainment marketing
teams in each region work closely with House of Blues to develop national and regional
music events that appeal to local fans and draw those fans to local Molson venues.

Molson Sports and Entertainment

Molson Sports and Entertainment (MSE) is an operating division of Molson Canada,
whose activities are fully-integrated with the national marketing team. MSE is also
involved in the development and production of sports and entertainment programming for
television and video-cassettes, as well as production of live promotional events. In fiscal
2002, MSE became more integrated with the brewery so that its activities add value to

the Molson brand portfolio. MSE produced over 1000 hours of television programrmng,
including 263 NHL games in fiscal 2002.

Molson Sports & Entertainment Inc., a subsidiary of Molson Canada, organizes and runs
two major motor sports events in Canada: the Molson Indy Toronto and the Molson Indy
Vancouver, and is the rights holder, co-promoter and sponsor of a new Molson Indy
event in Montreal. The three races, part of the Fedex Championship Auto Racing Team
(CART) Series, are broadcast in more than 180 countries. Molson Sports &

Entertainment Inc. also produces Molson Canadian Snow Jam, the company’s Extreme
Sport Series, held in eight cities across North America.

Suppliers

Molson has undergone a strategic review of raw materials and suppliers as part of a global
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supply chain strétegy. Molson’s goal 1s to use world class procurement practices, methods
and technology to result in strategic procurement of quality materials and services at the
lowest prices possible. Molson also intends to consolidate purchases within domestic and
international operations and will work with the supplier community to select global partner
materials and services which best meet these strategic objectives.

In Canada, Molson currently single sources cans, glass bottles, crowns, labels, malted barley
and liquid adjunct. Availability of these products has not been an issue and Molson does not
expect any difficulties in accessing any of these products. However, the risk of glass bottle
supply disruptions has increased with the reduction of local supply alternatives due to a recent
consolidation of the glass bottle industry in North America.

In Brazil, the Corporation has both local and global suppliers, driven by ‘market conditions
and the competitive environment. The Kaiser operation single sources all materials, with the
exception of cans, which are procured through a Brazilian buying consortium with the Coca-
Cola bottlers. The Corporation does not expect any difficulties in accessing the materials.

Trademarks

Molson places a very high value on its trademarks and other intellectual property. Its policy
is to pursue registration of its trademarks whenever appropriate and to vigorously oppose any
infringement of its intellectual property rights. It has sought formal protection for its various
trademarks in over 125 countries around the world.

Government Regulation

General

In Canada, the provincial governments regulate the production, marketing, distribution
and pricing of beer and impose commodity taxes and license fees in relation to the
production and sale of beer. In addition, the federal government regulates the
advertising, labelling, quality control, and international trade of beer, and also imposes
commodity taxes, consumption taxes, excise taxes and in certain instances, custom duties
.on imported beer. As well, certain bilateral and multilateral treaties that have been
entered into by the federal government, provincial governments and certain foreign
governments, especially the government of the United States, affect the Canadian beer
industry. While the beer industry in many countries, including the United States, is
subject to government regulation, Canadian brewers have historically been subject to
comparatively more regulation.

Brazil does not heavily regulate the production and marketing of alcoholic beverages.
There are no significant regulations, other than compliance with standards imposed by
food and health regulatory agencies in Brazil. In addition, there are no licensing
requirements for points of sale to sell beer. The Federal government imposes excise
taxes and custom duties on imported beer and state governments regulate taxes on the
distribution of goods and services.
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Trade Issues

Trade issues at the inter-provincial and international levels have a significant impact on
the Canadian beer industry. Historically, provincial regulations generally required
Canadian brewers to operate a brewery in a particular province in order to obtain
favourable pricing and distribution access in such province and this requirement severely
limited the ability of brewers to distribute their products inter-provincially. The Ontario
Liquor Control Act was amended in 1992 to authorize Canadian brewers outside Ontario
to sell beer in Ontario to the Liquor Control Board for sale through Brewers Retail Inc. if
the jurisdiction in which the beer is brewed contains a similar provision in favour of
Ontario.

As well, in July of 1994, the federal and provincial governments signed a comprehensive
agreement to reduce barriers to the inter-provincial trade of goods and services. This
agreement became effective on July 1, 1995 in most provinces with the exception of
certain eastern provinces where it will become effective over the next few years. This
agreement removes the requirement for a brewer to brew its beer in a province in order to
obtain access to the local distribution network.

International trade can also affect Canadian brewers in relation to the export of their
products into foreign jurisdictions as well as in relation to competition from foreign
brewers, especially U.S. brewers, selling their beer in Canada. In August 1993, the
Canadian and U.S. governments signed a Memorandum of Understanding (“MOU”) that
resulted in the termination of retaliatory duties that each country had imposed on the
other’s beer shipments for over a year.

Distribution

Provincial governments impose licensing requirements on the brewing and distribution of
beer. These requirements in Canada have evolved to reflect the social policy objectives
of the various provincial governments. In most cases, this has brought about the creation
of a restricted number of government-regulated distribution outlets. In most provinces,
the industry engages in some form of joint distribution. The exceptions are Quebec and
Newfoundland, where each brewer carries out its own distribution. The distribution
systems in each province generally provide the collection network for returnable bottles
and cans. The standard container for beer brewed in Canada is the returnable bottle,
which represented approximately 69% of domestic sales in Canada in fiscal 2002, with
cans accounting for 20% and draught for 11%.

In all provinces except Quebec and Newfoundland, co-operative systems of distribution
are used and sales to the home consumer are made through independent licensed retail
outlets or government-operated stores. The beer is delivered by Molson by truck or by
rail. '

In Ontario, all brewers pay a service fee based on their sales volume sold through
Brewers Retail Inc., the principal retail distribution organization for beer in that province.

17

578



Molson, together with certain other brewers, participates in the ownership of Brewers
Retail Inc. in proportion to its market share, relative to the other brewers. In Alberta, the
government owned and operated liquor distribution system distributed beer until fiscal
1994. Beer is now distributed by independent licensed stores. The governments of
British Columbia and Ontario are also contemplating the possibility of allowing
independent licensed retailers to sell beer.

In Quebec, beer is distributed directly by each brewer or through independent agents. In
Quebec and Newfoundland, retail sales for home consumption are made through grocery
(Quebec only) and convenience stores as well as. government operated stores. Beer is
also distributed in Newfoundland through independent agents.

In Brazil, there are a large number of small to medium size retailers throughout the
territory. As a result of the Kaiser acquisition, the Corporation’s products are distributed
by Coca-Cola bottlers who provide joint distribution of soft drink beverages and beer to
the majority of small to medium size retailers. In some regions, the Coca-Cola producers
use co-operative systems of distribution to consolidate small shipments. The Corporation
mainly distributes directly to the larger retailers. The Brazilian beer market is
characterized by diverse regional consumption patterns and a high proportion of on-
premise consumption (restaurants and bars) relative to off-premise consumption (at -
home). The distribution systems in each state generally provide the collection network
for returnable bottles and cans. The standard container for beer brewed in Brazil is the
returnable bottle, shipped in returnable plastic crates, which represented approximately
54% of the Corporation’s domestic sales in Brazil in fiscal 2002, with cans accounting
for approximately 41%, non-returnable bottles for 3% and draught for 2%.

Advertising

Advertising Standards Canada (“ASC”) handles pre-clearance approvals for broadcast
advertising of alcoholic beverages at the federal level. The Canadian Radio — Television
and Telecommunications Commission (“CRTC”) requires, however, that all broadcast
advertising of alcoholic beverages comply with the ASC’s Code for Broadcast
-Advertising. Without approval numbers, broadcasters will not air an advertlsement
Costs incurred by the ASC for pre-clearance are borne by the brewers.

The provinces also regulate advertising. In recent years, most provinces have moved

toward a self-regulatory model and no longer require brewers to submit advertising for

pre-approval. Ontario has announced that they will move to a self-regulatory model

which is estimated to come into effect in or around the fall of 2002. Saskatchewan still
_requires pre-approval from the provincial regulatory authorities.

In Brazil, the advertising of beer is regulated by Self Regulation Rules including
warnings on the labels about consequences of over consuming and prohibition for
retailers to sell to customers under 18 years old.
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Pricing

The pricing of beer in Canada is affected by the imposition of provincial and federal
taxes. Commodity and sales taxes make up 52% of the average retail price of beer in
Canada.

Pricing of beer in Canada is usually done by reference to mainstream or premium brands.
Domestic super premium brands are usually sold at a level 10% to 15% higher than
premium beers, with imports being priced at a slightly higher level, while discount beer
are sold at prices approximately 10% to 15% below premium brands.

Pricing legislation in all provinces provides, directly or indirectly, that provincial
authorities may control the pricing of beer. Some government authorities require retail
prices to be uniform throughout the province, but the method of determining prices
differs among provinces. In a number of provinces, social-reference pricing has been
established, setting the minimum price at which beer can be sold.

Wholesale and retail prices of beer have not been regulated in Brazil since July 1990,

when formal governmental price controls were lifted. Pncmg of beer in Brazil is affected
by federal and state taxes.

Employees

Molson had approximately 3,314 full-time employees in Canada, 11 in the United States and
2,212 in Brazil for a total of approximately 5,537 full-time employees on June 30, 2002 and
hires seasonal part-time employees as required. In the United Sates, Coors provides certain
sales, distribution and administrative services required by Molson USA.

Workplace change initiatives are continuing at Molson in Canada. As a result, joint union and
management steering committees established in most breweries are focusing on customer
service, quality, continuous improvement, employee training and a high degree of employee
involvement in all areas of brewery operations. This resulted in substantial improvements in
_ packaging line performance and productivity both in the smaller facilities, as well as in the
larger breweries in Ontario and Quebec. Gainsharing programs, designed to improve brewery
operations, are in place in some breweries while Economic Value Added incentive plans,
linking employee rewards to shareholder value, are in place in others. In addition, safety

performance continues to improve and environmental initiatives are being undertaken by
employee teams at every brewery.

The chart below summarizes the current major collective bargaining agreements and their
terms.
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Canada

Location Contract Agreement Expiry
Newfoundland Six-year agreement March 31, 2006
Quebec Four-year agreement December 31, 2003
Toronto Six-year agreement December 31, 2005
Edmonton Four-year agreement March 31, 2004
Vancouver Five-year agreement April 20, 2006
Brazil

There is a collective bargaining agreement signed between the Corporation and the
employees’ trade union for one year periods in each of the plants. The collective
agreements must respect minimum requirements established by law.

Properties ..

The Corporation owns and operates 5 breweries in Canada and 10 breweries in Brazil
strategically located throughout the two countries with total capacities of 13.5 and 30.8
million hectolitres respectively as detailed in the chart below.

Breweries Hectolitres (millions)
Canada
St-John'’s (Newfoundland) 03
Montreal (Quebec) 5.0
Toronto (Ontario) 5.0
Edmonton (Alberta ) 1.2
Vancouver (British Columbia) 2.0
Total in Canada 135
Brazil
Pacatuba (Ceard) 1.5
Feira de Santana (Bahia) 2.2
Queimados (Rio de Janeiro) 3.7
Jacarei (S3o Paulo 8.0
Araraquara (S@o Paulo) 29
Ponta Grossa (Parand) : 29
Gravatai (Rio Grande do Sul) 1.6
Manaus (Amazonas) 0.4
Cuiaba (Mato Grosso) 0.7
Ribeirio Preto (Sio Paulo) 24
Total in Brazil ' 30.8
Total Molson capacity 443
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All these locations are owned and are free of any major encumbrances except for certain
breweries in Brazil which are subject to charges in favour of the Brazilian National
Development Bank and FINAME (an agency of the BNDB) to secure loans. Molson also
leases certain of its business offices.

Environment

The Corporation’s Canadian brewing operations are subject to provincial environmental
regulations and local permit requirements and the Corporation’s Brazilian brewing operations
are subject to federal, state and municipal environmental regulations regarding, among other
things, air emissions, water discharges and waste handling and disposal.

The Corporation has comprehensive environmental programs in Canada and Brazil with a
number of components including organization, monitoring and verification, regulatory
compliance, reporting, education and training, and corrective action.

The Corporation remains responsible for sites relating to discontinued operations, which
require environmental remediation programs and these programs are either under way or are
planned. Most of these sites relate to properties associated with previously owned business of
chemicals and the Corporation has established provisions for the costs of these remediation
programs. '

The amounts anticipated to be expended by the Corporation in connection with the above are
not likely to materially affect the financial results of the Corporation. Management is

unaware of any instance of non-compliance with environmental laws and regulations, which
is not being responsibly addressed.

Risk Factors

Foreign Exchange Risk

With the acquisitions of Bavaria and Kaiser, Molson is exposed to fluctuations in foreign
exchange rate movements as its revenues in Brazil are in Reais. Also, a significant
portion of Molson’s operating expenses, in particular those related to hops, malt and
aluminum, are denominated in or linked to U.S. dollars. Molson enters into derivative
financial instruments to manage and reduce the impact of changes in foreign currency
exchange rates. As of March 31, 2002, derivative activities consisted of foreign

exchange contracts and foreign currency swaps including marketable securities indexed
to U.S. dollars.

Competition

The markets for the Corporation’s products are competitive. In Brazil, AmBev which is
the leader in the beer industry with a market share of approximately 68%, benefits from
greater economies of scale. To maintain and increase its market share, Kaiser must spend
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more per hectolitre in certain areas of its business due to its smaller scale. Both in
Canada and Brazil, aggressive marketing strategies by the Corporation’s main
competitors could affect the Corporation’s financial results. In the United States, the

Corporation participates in the growing, yet extremely competitive, irmport segment of
the market _ :

Commodity Risk

Molson uses a large volume of agricultural materials to produce its products, including
malt and hops. The Corporation purchases a significant portion of malt and all of its hops
outside Brazil and Canada, as well as substantial quantities of aluminum cans. In Brazil,.
all the hops purchased in the international markets outside South America are paid in
U.S. dollars. In addition, although aluminum cans are purchased in Brazil, the price paid
is directly influenced by the fluctuation of the U.S. dollar against the Real. The
Corporation currently does not hedge the commodity risk to which it is exposed but does
negotiate fixed prices for a majority of commodities directly with suppliers for periods
generally less than one year. The Corporation is in the process of implementing a
commodity hedging program.

In Canada, the Corporation purchases its cans, glass bottles, crowns, labels, malted barley
and liquid adjunct from single sources. The risk of supply disruptions resulting from a
single source strategy is minimal as most materials are produced at multiple supplier sites
and altermative local sources of supply are readily available. However, recent
consolidation of the glass bottle industry in North America has reduced local supply
alternatives and increased risks of glass bottles supply disruptions.

Tax Matters

Kaiser is a party to a number of claims from the Brazilian tax authorities. The
Corporation has either paid, or alternatively made provisions for the amounts it believes
may be ultimately due pursuant to these claims. These legal tax proceedings include

claims—for incometaxes; ~valueradded—tax (ICMS)—and—revenue—taxes—(PISAederal———
unemployment insurance contribution), and COFINS (Federal social security tax).

Foreign investments and operations

The Corporation conducts activities in Canada, the United States and Brazil. The
Corporation’s investments are subject to the risks normally associated with any conduct
of business in foreign countries including: uncertain political and economic
environments; changes in laws or policies of particular countries; foreign taxation; delays
in obtaining or the inability to obtain necessary governmental permits; limitations on the
repatriation of earnings; and increased financing costs.
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Licenses

Molson enjoys good relationships with all of its licensors and does not believe there is
any cause for terminating any of these agreements; however, there is no guarantee that
any or all of these agreements will remain in place indefinitely.

Contingent Liabilities
Molson is subject to certain legal claims arising in the normal course of business and as a
result of the disposition of previously held and discontinued businesses, none of which is

expected to materially affect the financial results of the Corporation.

MANAGEMENT’S DISCUSSION AND ANALYSIS

Reference is made to Management’s Discussion and Analysis on pages 34 through 47 of the
Fiscal 2002 Annual Report, which section is incorporated herein by reference.

MARKET FOR THE SECURITIES OF THE ISSUER

The Class “A” non-voting shares and the Class “B” common shares of the Corporation are listed
and posted for trading on the Toronto Stock Exchange under the symbols Mol A and Mol B.
The Corporation has no issued and outstanding shares of any other class.
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SELEC 72D CONSOLIDATED FINANCIAL INFORMATION

Annuai:

(Dollars in millions, except per share amounts) YEARS ENDED
MARCH 31 2002 2001 2000 @
Sales ang other revenues 2,830.8 24834 2,375.0
Earnings -om continuing aperations before provisions for

rationaiization and non-recurring items ' _ 193.0 117 85.2
Earning (loss) from continuing operations 17459 13729 (65.8)
Earning (loss) from discontinued operations ‘ 2.0 (3.3) 21.8
Net earnings (loss) : 176.5 13389 (44.0)
Total assets 4,520.5 3,280.8 3,111.8
Total long-term debt 1,687.2 1.204.4 1,119
Less current portion ' 58.9 - -

1,628.3 12044 | 1,119
Earnings (loss) per share from continuing operations © 1.45 1.15 (6.56)
Eamings (loss) per share © 1.47 1.13 (0.37)
Dividends per share ® 0.38 0.36 0.36

m

(2

(3

4

5

(6

Effective April 1, 2001, the Corporation adopted the Canadian Institute of Chartered Accountants
Handbook section 3062 "Goodwill and Other Intangible Assets”. Under the new standard, which can
only be applied prospectively, goodwill and other intangible assets are not amortized but are tested
for impairment at least annually as well as on an adoption of the new standard. The effect of this
change is to increase earnings by $32.4 million or $0.27 per share for the twelve month period.

Fiscal 2000 has been restated to reflect the Corporation's Sports and Entertainment segment as a
discontinued operation.

~Fiscal 2002 includes a $15.0 million reduction in future income tax liabilities resulting from the

enactment of future tax rate reductions, and a pre-tax provision for rationalization in Moison Canada
for $50.0 million.

Fiscal 2001 includes a $25.5 million reduction in future income tax liabilities.

Fiscal 2000 includes pre-tax provisions for rationalization in Moison Canada for $224.0 million, a
$27.5 million provision for real estate losses offset in part by a gain of $25.9 million relating to the
CTV Sports Net transaction.

After a 2-for-1 stock split which took effect in September 2001.
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Dividend Policy

The Corporation has paid dividends every year since it became a public company in 1945.
The Board of Directors determines dividend levels on the basis of a number of factors,

including current and projected net earnings, investment spending requirements and the
Corporation’s overall financial position.

The holders of the Class “A” non-voting shares are entitled to receive non-cumulative
dividends aggregating $0.033 per share before any dividends may be paid on the Class “B”
. common shares. No further dividends can be paid to the holders of the Class “A” non-voting
shares until dividends aggregating $0.033 per share have been declared or paid on the Class
“B” common shares, and thereafter the Class “A” non-voting shares and the Class “B”

common shares participate equally as to all dividends declared. Dividends paid to
shareholders totalled $45.4 million in fiscal 2002.
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DIRECTORS AND OFFICERS

Directors

The names, municipalities of residence and principal occupations of the Corporation’s directors in fiscal 2002, and the

period during which each director has served on the board of directors, are as follows:

Name and Municipality
of Residence

Principal Occupation

Nature of Activities

Dr. L.I. Barber
Regina Beach, Saskatchewan

M.W. Barrett
London, England

L. Beauregard
Montreal, Quebec

J. Beliveau
Longueuil, Quebec

Dr. F. Bellini
Mount Royal, Quebec

D.W. Colsoﬁ
London, England

D. G. Drapkin
Alpine, New Jersey

E.H. Molson
Westmount, Quebec

R.1. Molson
London, England

S.T. Molson
Westmount, Quebec

D.J. O'Neill
Westmount, Quebec

H. S. Riley
Winnipeg, Manitoba

The term of each director runs from the time of his election or appoiniment to the next succeeding annual meeting of shareholders or until a

successor is appointed.

Corporate Director
Group Chief Executive
Barclays

Chairman and Chief Executive Officer,
NATIONAL Public Relations Inc.

Corporate Director
Chairman
Picchio International

Vice Chairman
Hollinger International Inc.

Vice Chairman,
MacAndrews & Forbes Holdings Inc.

Chairman of the Board,
Molson Inc.

Deputy Chairman of the Board
Molson Inc.

President and Member of the Board,
The Molson Foundation

President and Chief Executive Officer,
Moison Inc.

Director,
Investors Group Inc.
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Corporate Director
Banking

Public Relations
Corporate Director
Biotechnology
Newspaper &
Magazine Publisher
Div‘ersiﬁed Holding
Brewing

Brewing
Foundation
Brewing

Financial Institution

Director Since

1978
1992
1897
1978
1997
1997
1998
1974
1996
1988
1999
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Non-Director Senior Officers

The names and municipalities of residence of the non-director semior officers of the
Corporation as at March 31, 2002, and the position and principal occupation of each in the
Corporation are as follows:

Name and Municipality )

of Residence Principal Occupation

R. Coallier Executive Vice President and Chief
St-Lambert, Quebec Financial Officer

B. Cormier ‘ Senior Vice President, Human Resources

Nun’s Island, Quebec

R. Doin President, Molson Canada, Quebec /

Mount Royal, Quebec Atlantic Region

M. Downey : President, Molson Canada, Ontario/West Region
Toronto, Ontario

M. Giguere . Senior Vice President, Chief Legal Officer
Montreal, Quebec and Secretary

P.L. Kelley Senior Vice President,

Beaconsfield, Quebec International Brewing Strategy

D.J. O'Neill ’ President and Chief Executive Officer

Westmount, Quebec

D. Perkins President, Molson USA
Littleton, Colorado

G. Wade Senior Vice President, Quality Brewing
Beaconsfield, Quebec
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During the past five years, all the directors and senior officers have been engaged or
employed in the above capacities or other capacities by the Corporation or the
organizations indicated under “Principal Occupation” except: M. W. Barrett who, prior to
1999 was Chairman of Bank of Montreal and prior to February 1999 was Chairman and
Chief Executive Officer of Bank of Montreal; R Coallier who prior to May 29, 2000 was
Chief Financial Officer of C-MAC Industries; B. Cormier who prior to November 19,
2001 was Vice President, Human Resources with Bombardier Aerospace, de Havilland
Division; M. Downey, who was President & COO of Skydome from June 1999 to
January 2000 and from January 1995 to June 1999 was Vice President Sales and
Marketing, Maple Leaf Sports & Entertainment; M. Giguere who, prior to August 1999
was Senior Vice President, Corporate Affairs and General Secretary, The Montreal
" Exchange and prior to October 1997 was a partner of the- law firm Fasken Martineau
Dumoulin; R. I. Molson who, prior to January 1998 was Managing Director, Credit
Suisse First Boston; D. J. O’Neill who, from January 1998 to March 1999 was Executive
Vice President of H. J. Heinz Company, and from 1997 to 1998 was President of
Campbell Soup Company; G. Wade, who prior to March 26, 2001, was Corporate Vice
President and Vice President R&D/QA/Engineering/Safety and Purchasing with Vlasic
Foods International; F. Bellini who, prior to May 2001 was Chairman & CEO as well as
co-founder of BioChem Pharma Inc.; H.S. Riley who, prior to May 2001 was President
and CEO of Investors Group Inc.

As of May 7, 2002, the directors and senior officers of the Corporation, as a group,
owned, directly or indirectly, or exercised control or direction over 63.94% of the
outstanding 22,999,434 Class “B” common shares of the Corporation. Included as part
of these holdings were 4,800,000 Class “B” common shares beneficially owned by Mr.
E.H. Molson through his associate Lincolnshire Holdings Ltd.; 3,200,000 Class “B™
common shares controlled by Mr. E.H. Molson through Pentland Securities (1981) Inc.,
an associate of Messrs. E.H. Molson and S.T. Moison; 2,000,000 Class “B” common
shares beneficially owned by Mr. S.T. Molson through his associate Nooya Investments
Ltd.; 2,407,200 Class “B” common shares held by the Estate of the late T.H.P. Molson, a
family estate trust of which Messrs. E.H. Molson and S.T. Molson are trustees; and
2,300,000 Class “B” common shares beneficially owned by a corporation controlled by
R. Ian Molson, through his associate The Swiftsure Trust.

29

590



During fiscal 2002, the Corporation had an Executive Committee whose members were
Messrs. M. Barrett, E.H. Molson, R.I. Molsonand D.J O'WNeill. The Corporation also has
an Audit and Finance Committee whose members during fiscal 2002 were Dr. LI
Barber, Dr. F. Bellini and Messrs. M. Barrett, D. Colson and R.1. Molson.

DISCONTINUED OPERATIONS
Sports and Entertainment

On July 25, 2001, the Corporation completed the sale of its Sports and Entertainment business
consisting of the Montreal Canadians and the Molson Centre. The Corporation received $190
million in cash, less closing adjustments, with the balance of payment in the form of preferred
shares of an entity owning both the team and the entertainment business. The preferred shares
are redeemable on December 31, 2008 for $86.5 million, subject to certain terms and

conditions. The Corporation also retains a 19.9% interest in the entity that owns the team and
the entertainment business.

Retail

On October 25, 1999, the Corporation completed a transaction to sell the business operations
of Beaver Lumber to Home Hardware Stores Limited (“Home Hardware™) of St. Jacobs,
Ontario for total proceeds, subject to closing adjustments, of $68 million in cash and debt. In
December 2001, Home Hardware repaid the outstanding note receivable of $34.8 million,
together with accrued interest of $4.3 million, for total proceeds of $39.1 million in the year.

ADDITIONAL INFORMATION

Additional information, including directors’ and officers’ remuneration and indebtedness,
principal holders of the Corporation’s securities and options to purchase securities, and interest
of insiders in material transactions where applicable, is contained in the Corporation’s
Management Proxy Circular for the year ended March 31, 2001, and for the year ended March
31, 2002 in respect of the annual meeting held on June 19, 2002,
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Additional information is provided in the Corporation’s 2001 Annual Report to shareholders,
and for the year ended March 31, 2002 in the Corporation’s 2002 Annual Report to shareholders.

The Corporation will provide to any person, upon request to the Secretary of the Corporation,
1555 Notre-Dame Street East, Montreal, Quebec, H2L 2RS a copy of this Annual Information
Form, together with a copy of any document, or the pertinent pages of any document,
incorporated by reference herein, a copy of the comparative financial statements of the
Corporation for its fiscal year ended March 31, 2002 together with the accompanying report of
the auditors and a copy of any interim financial statements of the Corporation subsequent to such
~ financial statements and/or copy of the Management Proxy Circular. The Corporation may
require the payment of a reasonable charge before providing such documents to a person whom
is not a shareholder. If the securities of the Corporation are in the course of a distribution
pursuant to a short form prospectus or a preliminary short form prospectus has been filed in
respect of a distribution of the Corporation’s securities, the Corporation will provide to any
person (without charge), upon request to the Secretary of the Corporation, any of the documents
referred to above and/or copy of any other document not referred to above that is incorporated by
reference into the preliminary short form prospectus or the short form prospectus.

Information on the history of Molson, the brewing process in general and Molson’s press
releases can be obtained on the Internet at http://www.molson.com.
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File no. 82-2954

...........................

Delivering on Commitments

Report to Shareholders
for the first quarter ended June 30, 2002

Message to Shareholders

Molson's performance in the first quarter of Fiscal 2003 refiects its ongoing commitment to delivering profitable
growth, increased market share in core brands and enhanced operational performance. Delivering on these
commitments will further substantiate the Corporation’s position as one of the top performing beer companies
in the world.

For the first quarter of Fiscal 2003, net sales revenue totalled $687 million, 21% higher than the previous fiscal
year, despite softer beer markets in Canada and Brazil. Both greater revenue from Molson's operations in
Canada and the consolidation of Kaiser contributed to this performance. More specifically, net sales revenue
from Brazil reached $119 million, up more than five-fold over the same period last year.

Molson exceeded its first quarter operating profit target, delivering 25% quarterly growth versus last year as a
result of its sustained efforts in driving cost efficiencies throughout operations. This growth stemmed from the
consolidation of the Kaiser operations in Brazil, cost improvements in Canada under Project 150, as well as
price increases that were taken over the last 12 months.

Net earnings for the quarter reached $102 million or $0.80 per share, up substantially from the same period last
year. These earnings included a gain on the sale of 20% of Molson’s Brazilian operations to Heineken and a
provision for rationalization costs related to plant closures in Brazil. Excluding such non-recurring items,
comparable net earnings for the quarter totalled $71 million or $0.56 per share, a 32% increase over the same
period last year.

Total beer volume increased by 54% to 5.8 million hectelitres, whereas volume in Canada decreased by 2.8%,
reflecting the overall category decline and a slight drop in market share. However, when compared to the first
quarter of last year, Molson's core brands gained 1.5% market share in Canada.

The Board of Directors approved a quarterly dividend of $0.10 per share on the Class “A” non-voting shares

and the Class “B” common shares. This dividend is payable on October 1, 2002 to shareholders of record at
the close of business on September 13, 2002, ’ :

Faced with the prospect of continued currency and market volatility over the coming months, the Corporation’s

continued focus on operational and financial performance will be key in its ability to deliver sustainable long
term return to shareholders.

Tt e

Eric H. Molson Daniel J. O'Neill
Chairman of the Board President and Chief Executive Officer
July 24,2002
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The following comments are intended to provide a review and analysis of the
Corporation’s results of operations and financial position for the three months ended
June 30, 2002 in comparison with the three month period ended June 30, 2001, and
should be read in conjunction with the consolidated financial statements and
accompanying notes. Unless otherwise indicated all amounts are expressed in Canadian
dollars.

Molson Fiscal Year 2003 First Quarter Highlights

vV V V V V ¥V V V V¥V VY

(i)

Net sales revenue up 21% to $687.0 million

Total beer volume up 54% with volume in Canada down 2.8%

Core brand market share in Canada up 1.5%

Net earnings increased from $35.1 million to $101.5 million

Net earnings per share increased from $0.29 per share to $0.80 per share
Comparable operating profit (EBIT) up 25% to $129.7 million @

Comparable net earnings up 32% to $70.8 million @

Comparable net earnings per share up 24% to $0.56 from $0.45 per share @
Cash flow from operations increased 13% to $92.3 million

Cash flow per share from operations increased 6% to $0.72 per share

Comparable net earnings exclude the gain on sale of 20% of Molson’s operations in Brazil, the after-tax rationalization
provision of $41.9 million recorded in fiscal 2003 relating primarily to Brazil plant closures, the $33.5 million provision for the
Regina plant closure recorded in the first quarter of fiscal 2002 and a non-cash $15.0 million reduction in income tax expense
recorded in the prior year to reflect changes in enacted future income tax rates.

Comparable net earnings is not a recognized measure under Canadian generally accepted accounting principles (GAAP).
However, in addition to net earnings, comparable net eamings is a useful supplemental measure as it provides investors with a
measure of the Corporation’s eamnings excluding the impact of non-recurring and unusual items. Comparable net earnings
excludes the impact of items such as gains and losses on sales of businesses and rationalization provisions, which are not
considered by management to be indicative of sustainable eamings. Investors are cautioned, however, that comparable net
eamings should not be construed as an alternative to net earnings determined in accordance with GAAP as an indicator of the
Corporation's performance. Also, the Corporation’s method of calculating comparable net eamings may not be comparable to
measures used by others. . .

595



OVERVIEW

Three months ended June 30, 2002 and 2001

(Dollars in millions, except per share information) 2002 2001
Sales and other revenues 968.5 758.9
Brewing excise and sales taxes 281.7 193.1
686.8 565.8
Earnings before interest, income taxes and
amortization (EBITDA) and the under-noted 148.6 117.8
Gain on sale of 20% of operations in Brazil (64.2) -
Provisions for rationalization 63.5 50.0
EBITDA ¥ 149.3 67.8
Amortization of property, plant and equipment 18.9 14.1
Earnings before interest and income taxes (EBIT) 130.4 53.7
Net interest expense 243 18.8
Income tax expense {recovery) 12.7 0.2)
Net earnings before minority interest 934 356.1
Minority interest 8.1) -
Net earnings 101.5 35.1
Basic net earnings per share 0.80 0.29
Dituted net earnings per share 0.78 0.29
Cash flow from operations 92.3 81.8
Cash flow per share from operations
Basic 0.72 0.68
Diluted 0.71 0.67
Dividends per share 0.10 0.08
Outstanding shares 127.0 118.6
Weighted average outstanding shares
Basic 127.5 119.6
Diluted 130.2 121.8

{) Results for the quarter ended June 30, 2002 include 100% of the results of the Corporation's Brazilian operations to Apnil 17,
2002, and the minority interest account reflects 20% of the net earnings of the Brazilian operations thereafter. Results for the
quarter ended June 30, 2001 inciude 100% of the results of Bavaria S.A. in Brazil.
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For the first quarter ending June 30, 2002, net sales revenues increased 21% to $686.8 million
compared to $565.8 million for the same period last year. The increase is comprised primarily
of a 5% revenue increase in Molson's operations in Canada and the consolidation of Kaiser in
fiscal 2003. Brewing volume increased by 54% to 5.8 million hectolitres with the volume from
Kaiser's operations offsetting the lower volumes in Canada in the current quarter.

Net earnings for the three months ended June 30, 2002 were $101.5 million compared to $35.1
million for the three months ended June 30, 2001. The current year's earnings include a gain
on sale of 20% of Molson’s operations in Brazil of $64.2 million, a pre-tax charge for the
previously announced plant closures and other costs relating to Bavaria in Brazil in the amount
of $63.5 million. The prior year's quarter includes rationalization costs in relation to the plant
closure in March 2002 of Molson's Regina brewery as well as a non-cash $15.0 million
reduction of future tax liabilities resulting from enactment of future tax rate reductions. As a
result, earnings per share for the first quarter increased to $0.80 per share from $0.29 per share
compared to the same period last year.

Comparable net earnings for the quarter, excluding the gain on sale of $64.2 million, the charge
for rationalization costs in both quarters and the $15.0 million tax recovery recorded in fiscal
2002, increased by 32% to $70.8 million or $0.56 per share compared to $53.6 million or $0.45
per share in fiscal 2002.

The table below shows Molson's comparable net earnings and earnings per share for the three
months encec June 30, 2002 and 2001.

Net earnings for the Net earnings per share
three months ended for the three months
June 30 ended June 30
(Dollars in millions, except per share information) 2002 2001 2002 2001
Net earnings 101.5 35.1 0.80 029
After-tax adjustments to arrive at comparable
net earnings:
Gain on sale of 20% of operations in Brazil (64.2) - (0.50) -
Provisions for rationalization 41.9 33.5 0.33 0.28
Minority interest impact on Brazil rationalization
provision (8.4) - (0.07) -
Tax adjustment related to changes in enacted
future tax rates - (15.0) - (0.12)
Comparable net earnings _ 70.8 53.6 0.56 0.45
The provisior: (27 “come taxes for the three months ended June 30, 2001 includes a $15.0
million reduction =7 7.wire income tax liabilities resuiting from enactment of future tax rate

reductions announced in various provincial budgets. In addition, for the three months ended
June 30, 2002, the effective tax rate on comparable net earnings, excluding the tax recoveries
of $21.6 million and $16.5 million relating to the provisions for rationalization in fiscal 2003 and
2002 respectively, was 32.5% compared with 36.9% last year. The decrease is largely
attributable to the mix of earnings primarily between Canada and Brazil and reduced statutory
tax rates in Canada.

Net interest expense for the quarter was $24.3 million which was $5.5 million higher than the
same period last year reflecting the increase in net debt resuiting from the Kaiser acquisition in
Erzzil compared to the same period a year ago.
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Cash flow from operations, for the three months ended June 30, 2002 increased by 13% to
$92.3 million, compared to $81.8 million for the same period last year. Cash used for working
capital in the current quarter relates to higher accounts receivable amounts in Canada and
Brazil, lower accounts payable due to the timing of payments, and an increase in funding in the
current fiscal year of Canadian income taxes on higher brewing earnings when compared to last
year which was partially reduced by the utilization of tax losses last year from the Corporation’s
former business segment - Sports and Entertainment.

REVIEW OF OPERATIONS

Molson's business operations consist of the ownership of 100% of Molson Canada; 100% of
both Cervejarias Kaiser Brazil, S.A. (“Kaiser”), which was acquired on March 18, 2002 and of
Bavaria S.A until April 17, 2002 and 80% of both thereafter reflecting the sale of 20% of
Molson's Brazilian operations to Heineken N.V.; 49.9% of Coors Canada (results proportionately
consolidated) and, effective January 2001, a 50.1% interest in Molson USA, which markets and
distributes the Molson brands in the United States (results also proportionately consoilidated).

Sales Revenue and Operating Profit

Net sales revenues increased by 21% to $686.8 million reflecting increased sales revenues in
Canada as well as the contributions in the current quarter from Molson’s operations in Brazil.
Operating profit of $129.7 million for the three months ended June 30, 2002, before the gain on
sale of 20% of Molson's Brazilian operations to Heineken N.V. and the provisions for
rationalization in both quarters, was 25% higher than the same period a year ago on a
comparable basis. This increase is attributable to the combined impact of consumer price
increases in Canada, the impact of the Kaiser operations operating profit as well as the benefits
from previously announced cost reduction programs.

The following table details certain financial information by business unit:

Sales and Other Net Sales
Revenues Revenues EBITDA EBIT

Three months ended June 30
(Dollars in millions) 2002 2001 2002 2001 | 2002 2001 2002 2001
Canada 717.8 6921 5469 5229 136.8 1148 | 1239 1024
Brazil @ 2259 429 | 119.0 234 | 124 2.3 6.4 06
United States 24.8 23.9 20.9 19.5 {0.6) 0.7 (0.6) 0.7
Totals before non-recurring

items 968.5 7589 | 686.8 5658 | 1486 117.8 | 129.7 1037
Gain on sale of 20% of '

Brazilian operations - - - -1 64.2 - 64.2 -
Provisions for rationalization - - - -1 (63.5) (50.0) | (63.5) (50.0)
Consolidated 968.5 7589 686.8 5658 | 148.3 67.8 | 130.4 53.7

()  Results for the quarter ended June 30, 2002 inciude 100% of the Corporation’s Brazilian operations to April 17, 2002, and the
minority interest account reflects 20% of the net eamings of the Brazilian operations thereafter. Results for the quarter ended
June 30, 2001 include 100% of the results of Bavaria S.A. in Brazil.
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Industry Volume and Molson Market Share

The following table sets out industry volume and Moison volume in Canada, Molson volume
shipped to the United States as well as Molson’s volume in Brazil during the three months
ended June 30, 2002 and 2001.

2002 2001
Volume (Hectolitres in millions) Estimated Actual
industry volume in Canada 5.7 5.8
Molson (Canada) 2.5 26
Motson production for shipment to the United States 0.5 0.6
Brazil 2.8 0.6
Total Molson volume 5.8 3.8

Sources: Brewers Associations of Canada, provincial liquor authorities and industry distribution companies.

Estimated industry sales volume in Canada, including sales of imported beer, during the quarter
ended June 30, 2002 decreased by 2.7% compared to the same period last year to
approximately 5.7 million hectolitres. Molson’s volume in Canada has correspondingly
decreased 2.8% to 2.5 million hectolitres during the same period. The decreases occurred
primarily in the provinces of Québec and Ontario and primarily reflect inclement weather
conditions when compared to the prior year. ‘

Canada

Net sales and other revenues increased by 5% to $546.9 million despite the overall volume
declines reflecting increased selling prices. Operating profit increased 21% to $123.9 million for
the three months ended June 30, 2002 before last year's provision for the Regina plant closure.
This increase is attributable to the combined impact of consumer price increases and the
benefits from certain cost reduction initiatives.

Molson Canada's Estimated Market Share (%)

_ 2002 2001
Three months ended June 30 Estimated Actual
Including sales of imports:
Canada 44.8 449
Québec/Atlantic 42.4 42.8
Ontario/West 46.1 46.1

Sources: Brewers Associations of Canada, provincial liquor authorities and industry distribution companies.

Molson's average estimated market share for all beer sold in Canada during the first three
months of the current fiscal year declined marginally to 44.8%. Core brands continue to perform
well with a share increase of 1.5% on a national basis. However, in the Québec/Atlantic region,
the total share declined as a result of the intense levels of competitive tactical marketing and
trade programs in the Québec super premium and discount beer segments. The Ontario/West
region remained flat at 46.1% market share reflecting Molson's strategy of a disciplined pursuit
of profitable share growth despite strong competitor programs. In addition, a realignment of
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assets in Western Canada lead to beer supply issues which are being addressed by a
dedicated team and progress has been made.

Brazil

On March 18, 2002, Molson acquired 100% of the outstanding shares of Kaiser, whose assets
include the Kaiser brands and eight brewing facilities in Brazil, for $1,136.3 which includes
transaction costs and net of cash acquired. In a separate transaction that closed on April 17,
2002, Molson sold 20% of its Brazilian operations, which included 20% of both Kaiser and
Bavaria, to Heineken N.V. for proceeds of $333.9 million. This resulted in a gain of $64.2
million, which was recorded in the current three-month period ended June 30, 2002. The
transactions are subject to approval by the Brazilian competition authorities.

Although Bavaria experienced a decrease in volume due to the transition to the Coca-Cola
distribution network, tota! sales volume for the three-month period was 2.8 million hectolitres
compared to 0.6 million hectolitres for the same period last year reflecting the Kaiser acquisition.

The following table summarizes the operating results of Molson’s Brazilian business in Brazilian
Reias and the equivalent in Canadian dollar amounts:

Brazil 2002 2001

Three months ended June 30

(Dollars in millions) BRL CAD BRL CAD
Sales and Other Revenues 360.0 2259 63.8 42.9
Net Sales Revenues 180.0 119.0 34.8 23.4
EBITDA® 20.7 12.4 3.7 2.3
EBIT 1.4 6.4 0.9 0.6

()  Results for the three months ended June 30, 2002 are before the gain on sale of 20% of Molson'’s Brazilian operations of $64.2
million and the rationalization provision of $63.5 million.

On June 20, 2002, Molson announced certain initiatives to achieve its comittment to deliver
synergies and cost reductions over the next three years in Brazil. These intiatives included the
closure of two Bavaria plants and one Kaiser plant due to strategic geographic considerations
as well as modifications of the Ribeirao Preto plant to specialize in the production of beer in
cans. Both the Bavaria and Kaiser brands are now being produced throughout the complete
production network. As a result, Molson recorded a rationalization provision relating to the
Bavaria costs of $63.5 million which includes primarily fixed asset write-downs, employee
severance costs and an accrual for the termination of the distribution arrangement with
Companhia de Bebidas das Américas-AmBev.

United States

Molson USA, which is owned 50.1% by Molson and 49.9% by the Coors Brewing Company
(“Coors”), is a dedicated business unit in the United Sates focused on clear operating objectives
and a well-defined brand portfolio — Canadian, Canadian Light, Golden and Molson Ice. Molson
USA is responsible for the marketing and distribution of these brands with Coors providing the
sales, distribution and administrative support.

Molson's volume in the United States during the three month period ended June 30, 2002
declined 4% compared with a decline of 21% in the same period last year. Although noticeable
progress has been achieved, the Corporation’s primary objective remains to halt the volume

-7-
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decline and to return Molson to a strong position in the growing U.S. import market.
Accordingly, Molson USA has introduced new advertising campaigns to reposition its brands
with American consumers with positive trends being realized specifically with volume growth of
31% for the CANADIAN trademark in the period when compared to the same period last year.

The following table summarizes the operating results of Molson’s business in the United States
in U.S. dollars and the equivalent Canadian dollar amounts:

United States 2002 2001
Molson Moison

Three months ended June 30 50.1% Share 50.1% Share
(Dollars in millions) usbh CAD CAD UsD CAD CAD
Sales and Other Revenues  31.9 49.5 248 31.0 47.7 23.9

Net Sales Revenues 26.9 41.8 20.9 254 38.9 19.5
EBITDA (0.8) (1.2) (0.6) 0.9 14 0.7
EBIT (0.8) (1.2) (0.6) 0.9 14 0.7

Financial Condition and Liquidity

During the quarter, the Corporation received $333.9 million of net proceeds from Heineken N.V.
for the sale of 20% of its Brazilian operations. Under the terms of the Corporation’s credit
agreement, $200.0 million of the proceeds were used to permanently reduce the 18-month
bridge loan to $300.0 million on June 21, 2002. The remainder of the proceeds were used to
reduce a portion of the Corporation’s borrowings on the three-year revolving facility, under
which borrowings cannot exceed $625.0 million. At the end of the quarter, $140.0 million was
drawn on this facility.

The Corporation will, where possible, reduce borrowings on the revolving facility throughout the
year and fund working capital requirements with cash generated from operations. The $150.0
million debenture due on March 11, 2003 will be refinanced with existing credit facilities or
external debt market capital.

On June 7, 2002, Dominion Bond Rating Service confirmed Molson Inc. and Molson Canada’s
ratings at A (low) and A respectively, both with a stable trend.

Impact of New Accounting Pronouncements

Effective with the current fiscal year commencing April 1, 2002, Molson has adopted the new
accounting pronouncements of the C/CA Handbook section 3870 “Stock-Based Compensation
and Other Stock-Based Payments”. Further details are provided in notes 1.and 4 to the
consolidated financial statements.

Effective with the fiscal year commencing April 1, 2001, Molson adopted the new accounting
pronouncements of the CICA Handbook section 3500 “Earnings per Share”, section 1751
“Interim Reporting” and section 3062 “Goodwill and Other Intangible Assets”. Further details
are provided in note 1 to the consolidated financial statements.
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OTHER

As part of the Corporation’s previously announced normal course issuer bid, Molson
repurchased 1,100,000 Class “A” shares and 100,000 Class “B”" shares in the months of May
and June, 2002, at prices ranging between $34.55 and $38.16 per share. The aggregate
shares that were repurchased represented approximately 0.8% of the total outstanding shares.
The total number of Class “A” and Class “B" shares outstanding at June 30, 2002 were
126,979,091. The share buy-back is consistent with the Corporation’s objective to negate the
dilution impact from the granting of stock options.

The Board of Directors declared a quarterly dividend of $0.10 per share on the Class “A” non-
voting shares and the Class “B” common shares. This dividend is payable on October 1, 2002 to
shareholders of record at the close of business on September 13, 2002.

COMPARATIVE FIGURES

Certain compafative figures have been restated to conform to the current year's basis of
presentation.
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MOLSON INC.

CONSOLIDATED STATEMENTS OF EARNINGS — UNAUDITED

Three months ended June 30, 2002 and 2001

(Dollars in millions, except per share amounts) 2002 2001
Sales and other revenues $ 968.5 $ 7589
Brewing excise and sales taxes 281.7 183.1
686.8 565.8
Costs and expenses
Cost of sales, selling and administrative costs 538.2 448.0
Gain on sale of 20% of operations in Brazil (64.2) -
Provisions for rationalization (note 2) 63.5 50.0
537.5 498.0

Earnings before interest, income taxes and amortization 149.3 67.8
Amortization of property, plant and equipment 18.9 14 1
Earnings before interest and income taxes 130.4 53.7
Net interest expense 24.3 18.8
Earnings before income taxes 106.1 349
Income tax expense (recovery) 12.7 (0.2)
Net earnings before minority interest 93.4 35.1
Minority interest (8.1) -
Net earnings $ 1015 $ 351
Net earnings per share

Basic $ 0380 $ 0.29

Diluted $ 078 $ 0.29

CONSOLIDATED STATEMENTS CF RETAINED EARNINGS - UNAUDITED

Three months ended June 30, 2002 and 2001

(Dollars in millions) 2002 2001 -
Retained earnings — beginning of year $ 460.3 ¥ 3281
Net earnings for the current period 101.5 381
Dividends (12.8) (10.8)
Excess of share repurchase price over weighted-average

stated capital (note 6) (37.7) -
Retained earnings — end of period $ 5113 $ 3524

The accompanying notes to the consolidated financial statements are an integral part of these statements.

-10-
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MOLSON INC.

CONSOLIDATED BALANCE SHEETS

June 30 June 30 March 31
(Dollars in millions) 2002 2001 2002
{(Unaudited) (Unaudited) (Audited)
Assets
Current assets
Cash and short-term investments 35.3 25.0 71.0
Accounts receivable 246.9 170.3 192.1
Inventories 179.3 155.8 183.5
Prepaid expenses 52.8 52.5 55.2
Current assets of discontinued operations 5.2 38.3 8.4
519.5 441.9 510.2
Investments and other assets 1104 92.2 122.5
Property, plant and equipment 1,045.1 852.4 1,186.5
Intangible assets (note 5) 2,427.6 1,518.4 2,671.7
Non-current assets of discontinued operations - 30.1 3284 30.1
- $ 4,132.7 $ 3,2343 $ 45210
Liabilities
Current liabilities -
Accounts payable and accruals $470.1 $384.8 $ 508.7
Provision for rationalization costs 61.5 58.3 46.3
Taxes payable 167.5 149.9 1583.9
Dividends payable 12.8 10.8 12.0
Deferred income taxes 106.3 50.5 91.9
Current portion of long-term debt 44.9 - 58.9
Current liabilities of discontinued operations 8.4 8.3 3.8
871.5 662.6 875.5
Long-term debt 1,353.0 1,109.3 1,687.2
Deferred gain 43.2 49.3 447
Deferred liabilities 2251 76.7 288.0
Deferred income taxes 3355 380.7 348.4
Minority interest 185.1 - -
Non-current liabilities of discontinued operations 102.1 168.5 103.3
3,115.5 2,427.1 3,347 .1
Shareholders' equity
Capital stock 713.6 478.0 719.4
Retained earnings 511.3 352.4 460.3
Unrealized transiation adjustments {207.7) (23.2) (5.8)
1,017.2 807.2 1,173.9
$ 4,132.7 $ 3,2343 $ 45210

The accompanying notes to the consolidated financial statements are an integral part of these statements.

-1 -
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MOLSON INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS — UNAUDITED

Three months ended June 30, 2002 and 2001

(Dollars in millions, except per share amounts) 2002 2001
Operating activities
Net earnings $ 1015 $ 351
Gain on sale of 20% of operations in Brazil (64.2) -
Provisions for rationalization (note 2) 63.5 50.0
Amortization of property, plant and equipment 18.9 14.1
Deferred income taxes 0.7 (19.1)
Minority interest (8.1) -
Other (20.0) 1.7
Cash provided from operations 92.3 81.8
Used for working capital (96.3) (14.5)
Rationalization costs (9.7) (2.8)
Cash provided from (used for) operating activities (13.7) 64.5
Investing activities
Proceeds from sale of 20% of operations in Brazil 333.9 -
Additions to property, plant and equipment (8.6) (2.0)
Additions to investments and other assets {0.6) (1.2)
Proceeds from disposal of investments and other assets 9.8 0.3
Cash provided from (used for) investing activities 334.5 (2.9)
Financing activities
Reduction in long-term debt (327.2) (95.1)
Securitization of accounts receivable 28.0 -
Shares repurchased (note 6) (44.5) : -
Cash dividends paid {12.0) (10.7)
Cash used for financing activities (355.7) (105.8)
Decrease in net cash from continuing operations (34.9) (44.2)
Increase (decrease) in net cash from discontinued operations 6.5 (6.3)
Decrease in net cash (28.4) (50.5)
Effect of exchange rate changes on cash (7.3) -
Net cash, beginning of period 71.0 76.9
Net cash, end of period $ 353 $ 264
Net cash consists of: :
Cash and cash equivalents $ 353 $ 25.0
Cash and cash equivalents of discontinued operations - 14
Net cash, end of period $ 353 $ 264
Cash flow per share provided from operations
Basic $ 0.72 $ 068
Diluted $ 0.7 $ 0.67

The accompanying notes to the consolidated financial statements are an integral part of these statements.

-12-
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MOLSON INC.

'NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
For the three months ended June 30, 2002 and 2001
(Dollars in millions, except per share amounts)

Note 1. Significant Accounting Policies

These interim consolidated financial statements have been prepared in accordance with
Canadian generally accepted accounting principles, using the same accounting policies as
outlined in Note 1 of the consolidated financial statements for the year ended March 31, 2002,
except as noted below. They do not conform in all respects with disclosures required for annual
financial statements and should be read in conjunction with the consolidated financial
statements for the year ended March 31, 2002 of Molson Inc.’s 2002 Annual Report.

Effective April 1, 2002, the Corporation adopted, on a prospective basis, the Canadian Institute
of Chartered Accountants (“CICA") Handbook section 3870 "Stock-Based Compensation and
Other Stock-Based Payments". Under the new standard, the Corporation continues to account
for stock options granted to employees and non-employee directors whereby the difference
between the exercise price and the market price of the stock at the time of the grant is charged
to earnings over the vesting period. Accordingly, the Corporation is also required, under the new
standard, to disclose pro forma net income and pro forma earnings per share as if the fair value
based method of accounting had been used to account for stock options granted to employees.
This method of accounting uses an option pricing model to determine the fair value of stock
options granted and the amount is amortized over the period the employee services are
rendered. Further details are contained in note 4.

Effective April 1, 2001, the Corporation adopted the C/ICA Handbook section 3062 "Goodwill
and Other Intangible Assets". Under the new standard, which can only be applied
prospectively, goodwill and other intangible assets are not amortized, but are tested for
impairment at least annually as well as on adoption of the new standard.

Effective April 1, 2001, the Corporation adopted the revised recommendations of the CICA
Handbook section 3500 “Earnings per Share”. The revised Handbook section requires the use
of the treasury stock method to compute the dilutive effect of stock options as opposed to the
previously used imputed earnings approach.

In the first quarter of 2002, Molson Inc. also adopted the new recommendations of the CI/ICA
Handbook section 1751 “Interim Financial Statements” which changes the requirements for the
presentation and disclosure of interim financial statements and the accompanying notes.

Note 2. Provisions for Rationalization

During the first quarter of fiscal 2003, the Corporation recorded a pre-tax charge of $63.5
relating to two plant closures of the Bavaria business as well as the termination costs relating to
the former Bavaria distribution network. The charge represents primarily the write-down of fixed
assets and employee severance costs as well as the distribution termination costs.

During the first quarter of fiscal 2002, the Corporation recorded a pre-tax charge of $50.0

representing primarily the write-down of fixed assets and employee severance costs relating to
the closure of the Regina brewery in March 2002.

-13-
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MOLSON INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
For the three months ended June 30, 2002 and 2001
(Dollars in millions, except per share amounts)

Note 3. Earnings per Share

The following is a reconciliation of the basic and diluted earnings per share computations for net
earnings:

Three months ended June 30 2002 2001
Net earnings $ 1015 §$ 351
Weighted average number of common shares outstanding — (millions)
Weighted average number of common shares outstanding — basic 127.5 119.6
Effect of dilutive securities 2.7 2.2
Weighted-average number of commen shares outstanding - diluted 130.2 121.8

The dilutive effect of outstanding stock options on earnings per share is based on the
application of the treasury stock method. Under this method, the proceeds from the potential
exercise of such stock options are assumed to be used to purchase Class A non-voting shares
(*common shares”). During the first quarter of fiscal 2003 options to purchase 686,000 (120,000
— fiscal 2002) common shares were not included in the calculation of diluted earnings per share
as the exercise price exceeded the average market price of the shares in the respective quarter.

Note 4. Stock-Based Compensation

The Corporation has a stock option plan for eligible employees and non-employee directors of
the Corporation, under which Class “A” non-voting shares of the Corporation may be purchased
at a price equal to the market price of the common shares at the date of granting of the option.
Effective June 30, 2002, the plan was amended to terminate the stock appreciation rights
associated with the plan so that each outstanding award consists solely of an employee stock
option. The options generally vest over a period of three, four or five years and are exercisable
for a period not to exceed ten years from the date of the grant. At June 30, 2002, there were
5,659,884 options outstanding and 2,601,070 options available for future grants. During the first
quarter, the Corporation granted 746,200 stock options at exercise pnces ranging between
$33.82 and $36.78.

The Corporation accounts for these awards whereby the difference between the exercise price
and the market price of the stock at the time of grant is charged to earnings. Accordingly, no
compensation cost has been recognized for its stock option pian. If the Corporation had
determined compensation cost related to its stock option plan based on the fair value at the
grant dates for awards granted for the three month period ended June 30, 2002, the
Corporation’s net income and earnings per share would have been reduced to the pro forma
amounts indicated below. The pro forma effect of awards granted prior to April 1, 2002 has not
been included.

.14 -
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MOLSON INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
For the three months ended June 30, 2002 and 2001
(Doliars in millions, except per share amounts)

Note 4. Stock-Based Compensation (cont’'d)

Three months ended June 30, 2002

(Dollars in millions, except per share amounts) 2002
Net earnings as reported $ 1015
Net earnings - pro forma $ 100.7
Net earnings per share as reported $ 0.80
Basic earnings per share — pro forma $ 079
Diluted earnings per share $ 0.78

Dituted earnings per share—preforma $ 0.77

The fair value of each option grant is estimated on the date of grant using the Black-Scholes
option pricing mode! with the following weighted average assumptions used for grants during
the quarter: dividend yield of 2.0 percent; expected volatility of 24.0 percent, risk-free interest
rate of 5.1 percent; and an expected life of 6.0 years. The weighted average fair value of options
granted in the current quarter is $9.87 per share and would be amortized over the vesting
period.

Additional information on the Corporation’s stock option plan is included in note 17 of the
Corporation’s 2002 Annual Report.

The Corporation also has an employee share ownership plan (“MESOP”) for all full-time
employees in Canada. Under this plan, employees are entitied to have a portion of their base
earnings withheld to purchase the Corporation’'s Class “A” non-voting shares with the
Corporation providing funds to purchase additional Class “A” shares, to a maximum of 1.33% of
base earnings. The Corporation’s contributions are charged to earnings and $0.1 was charged
to earnings in the three month period ended June 30, 2002.

The Corporation has a deferred share unit plan for the members of the Board of Directors.
Under the terms of this plan, a portion of the director's fees are paid to them in the form of
deferred share units ("DSU"). Each DSU is equivalent in value to a Class “A" non-voting share
of the Corporation and is notionally credited with dividends when shareholders receive
dividends from the Corporation. A DSU is paid to a Board member after termination of service or
retirement and is payable in cash. As of June 30, 2002, 134,629 DSU’s are outstanding. The
cost of the DSU’s are charged to earnings in the period earned and marked to market on a
quarterly basis. For the three months ended June 30, 2002, $0.2 was charged to earnings.

-15-
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MOLSON INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
For the three months ended June 30, 2002 and 2001
(Doltars in millions, except per share amounts)

Note 5. Intangible Assets
Included in intangible assets is goodwill of $198.0 and brand names of $2,229.6.

Allocation of the purchase price relating to the acquisition of Cervejarias Kaiser Brazil S.A.
(“Kaiser”), which was acquired by Molson on March 18, 2002, involves a number of estimates
as well zs gathering information over a number of months following the date of acquisition.
Given the :iming of the Kaiser acquisition, the purchase allocation is preliminary. The estimation
process will be completed in the fiscal year ending March 31, 2003 and accordingly there may
be changes to the assigned values.

Note 6. Capital Stock

During the three month period ended June 30, 2002, the Corporation repurchased 1,100,000
Class “A” shares and 100,000 Class “B" shares at prices ranging between $34.55 and $38.16
per share as part of its previously announced normal course issuer bid. The total number of
Ciass “A” and Class “B" shares outstanding at June 30, 2002 was 126,879,091. Of the total
amount of $44.5 repurchased, $6.8 was charged to capital stock based on the weighted-
average stated capital with the excess of $37.7 being charged to retained earnings.

Note 7. Segment Disclosures

The Corporation’s business is producing and marketing beer and other malt-based beverages.
Its business units are located in three main geographic regions: Canada, Brazil and the United
States.

The Corporation’s operations in Canada experience seasonal fluctuations in revenues with the
first and second quarters being higher and the fourth gquarter generally being the lowest.
Revenues from the Brazilian operations are also seasonal, which could partially offset the
pattern in Canada.

These segments are managed separately since they all require specific market strategies. The
Corporation zsz=zs2< the performance of each segment based on operating income or EBIT.
Accounting cciicics rz:ating to each segment are identical to those used for the purposes of the
consolidated financial statements. Management of financial expense and income tax expense
are centralized and, consequently, these expenses are not allocated among operating groups.

Canada Brazil United States Consolidated

Three months ended June 30 2002 2001 2002 2001 2002 2001 2002 2001

Revenues from external customers 717.8 692.1 225.9 429 24.8 23.9 968.5 758.9
Inter-segment revenues 11.8 10.3 - - - - 11.8 10.3
EBIT 123.9 52.4% 7.4 0.6 (0.6) 0.7 130.4 53.7
Assets 2,535.7 2,544.9 1,394.8 153.7 166.9 168.0  4,097.4 2,866.6
Amortization of capital assets 12.9 12.4 6.0 1.7 - - 18.9 14.1
Additions to capital assets 1.7 14 6.9 0.5 - 0.1 8.6 2.0

() Includes a provision for rationalization of $50.0.
(i) Includes the gain on sale of 20% of Molson's Brazilian operations of $64.2 and a provision for rationalization of $63.5.

-16 -
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MOLSON INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
For the three months ended June 30, 2002 and 2001

(Dollars in millions, except per share amounts)

Note 8. Discontinued Operations

Sales and other revenues for the three months ended June 30, 2001 were $10.7 million. The
net losses of the Sports and Entertainment business for the three month period were included in
the gain on disposal which was recorded in the second quarter of fiscal 2002. Cash provided
from discontinued operations of $6.5 ($6.3 use of cash in fiscal 2002) was from operating
activities. ‘

Note 9. Comparative Figures

Certain comparative figures have been restated to conform to the current period's basis of
presentation.

-17 -
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File no. 82-2954

Delivering on Commitments

Report to Shareholders
for the second quarter ended September 30, 2002

Message to Shareholders

Molson delivered 26% quarterly EBIT growth versus last year, achieving $145.0 million, its highest
guarterly level in history. The consolidation of Kaiser operations in Brazil, the continued focus on
Project 150 in Canada, volume growth in Canada, as well as a favourabie pricing enwronment in the
last 12 months were drivers of this quarterly performance.

Total net sales revenue for the quarter ended September 30, 2002 rose by 22% to $685.6 million, as a
result of a higher revenue in Canada and the consolidation of Kaiser. Total Molson volume increased
by 52%, to 5.8 million hectolitres, buoyed by a threefold volume lift from Brazil and a 2.4% jump in
Canada over last year. Molson’s core brands continued to perform well, gaining 0.7% market share on
a national basis, while its total market share in Canada slipped to 44.6%, down 0.5% over the
corresponding period last year.

Faced with an increasingly challenging Brazilian economic environment, the Corporation developed
initiatives to insulate operations against adverse currency fluctuations such as a U.S. currency
hedging program. Consequently, the Corporation has a fully hedged position to the end of January
2003 and a heavily hedged position {o March 2003 at an average rate slightly above 3 Real to the U.S.
dollar.

Quarterly net earnings from continuing operations reached $83.3 million, 35% higher than the previous
year. Earnings per share increased 27% to $0.66 per share.

The Corporation reduced its long term debt by $136 million; this was made possible by a strong 45%
growth in cash flow from operations, before changes in working capital and rationalization spending.

The Board of Directors approved a 10% increase in quarterly dividend. The new $0.11 per share
dividend will be paid on January 1, 2003 to Class “A” non-voting and Class “B” common shareholders
of record at the close of business on December 13, 2002.

As the Corporation heads into the second half of its fiscal year, it will continue to focus on financial and
operational performance and increasingly turn its sights on further building core market share in all
units as a means of delivering sustainable long term return to shareholiders.

Gl R

Eric H. Molson Daniel J. O'Neill
Chairman of the Board President and Chief Executive Cfficer

November 6, 2002
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The following comments are intended to provide a review and analysis of the
Corporation’s results of operations and financial position for the three and six months
ended September 30, 2002 in comparison with the equivalent periods ended
September 30, 2001, and should be read in conjunction with the consolidated financial
statements and accompanying notes. Unless otherwise indicated all amounts are
expressed in Canadian dollars.

Molson Fiscal Year 2003 Second Quarter Highlights

vV V V VvV V V V¥

Net sales revenue up 22% to $686 million

Total beer volume up 52% with volume in Canada up 2%

Core brand market share in Canada up 0.7%

Operating proﬁ{ (EBIT) up 26% to $145 million

Net eérnings increased 35% from $62 million to $83 million

Net earnings per share increased 27% from $0.52 per share to $0.66 per share

Cash flow from operations before working capital adjustments and rationalization spending
increased 45% to $102 million

Cash flow per share from operations before working capital adjustments and rationalization
spending increased 36% to $0.80 per share

Quarterly dividend increased 10% from $0.10 per share to $0.11 per share with effect on
dividend payable January 1, 2003 .

-1-
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OVERVIEW

Three months Six months
ended September 30 ended September 30

(Dollars in miliions, except per share information) 2002 2001 2002 2001
Sales and other revenues 953.3 760.2 1,921.8 1,519.1
Brewing excise and sales taxes 267.7 186.0 549.4 389.1
Net sales revenues 685.6 564.2 1,372.4 1,130.0
Earnings before interest, income taxes and

amortization (EBITDA) and the under-noted 160.8 129.0 309.4 2468
Gain on sale of 20% of operations in Brazil - - (64.2) -
Provisions for rationalization - - 63.5 50.0
EBITDA 160.8 129.0 310.1 198.8
Amortization of property, plant and equipment 15.8 14.2 34.7 28.3
Earnings before interest and income taxes

(EBIT) 145.0 114.8 275.4 168.5
Net interest expense 21.4 16.5 45.7 353
Income tax expense 40.2 36.4 529 36.2
Net earnings before minority interest 83.4 61.9 176.8 97.0
Minority interest 0.1 - (8.0) -
Earnings from continuing operations 83.3 61.9 184.8 97.0
Earnings from discontinued operations - 20 - 2.0
Net earnings 83.3 63.9 184.8 99.0
Basic net earnings per share v )

Continuing operations 0.66 0.52 1.45 0.81

Discontinued operations - 0.02 - 0.02
Total 0.66 0.54 1.45 0.83
Diluted earnings per share

Continuing operations 0.64 0.51 1.42 0.80

Discontinued operations - 0.02 - 0.02
Total 0.64 0.53 1.42 0.82
Cash flow from continuing operations 101.9 70.5 194.2 152.3
Cash flow per share from continuing operations 0.80 0.59 1.53 1.27
Dividends per share 0.10 0.09 0.20 0.18
Weighted average outstanding shares

Basic 1271 119.7 127.3 119.6

Diluted 1294 122.0 129.7 121.8

? Results for the three and six months ended September 30, 2002 inciude 100% of the results of the Corporation's Brazilian
operations to April 17, 2002, and the minority interest account reflects 20% of the net earnings of the Brazilian operations
thereafter. Results for the three and six months ended September 30, 2001 include 100% of the results of Bavana S.A. in Brazil.

2
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For the second quarter ended September 30, 2002, net sales revenues increased 22% to
$685.6 million compared to $564.2 million for the same period last year. The increase is
comprised primarily of a 9% revenue increase in Moison's operations in Canada and the
consolidation of Kaiser in fiscal 2003. Brewing voiume increased by 52% to 5.8 million
hectolitres with the volume from Kaiser’s operations combining with higher volumes in Canada
in the current quarter.

Net earnings for the three months ended September 30, 2002 were $83.3 million compared to
$63.9 million for the same period last year. Net earnings from continuing operations for the three
months ended September 30, 2002 increased 35% to $83.3 million compared to $61.9 million
for the three months ended September 30, 2001. Earnings per share from continuing operations
increased 27% to $0.66 per share from $0.52 per share compared to the same period last year.

Net sales revenues for the six months ended September 30, 2002 increased 22% to
$1,372.4 million. Brewing volume increased by 53% to 11.6 million hectolitres with volume in
Brazil offsetting the marginally lower volume in Canada.

Net earnings for the six months ended September 30, 2002 were $184.8 million compared to
$99.0 million for the same period last year. The current year's earnings included a gain of
$64.2 million on the sale of 20% of Molson’s operations in Brazil and a pre-tax charge for the
previously announced plant closures and other costs relating to Bavaria in Brazil in the amount
of $63.5 million. The prior year included rationalization costs relating to the Regina plant closure
of $50.0 million, a non-cash $15.0 million reduction of future tax liabilities resulting from the
enactment of future tax rate reductions as well as the gain on sale of the Corporation’s
discontinued Sports and Entertainment business in the amount of $2.0 million.

Comparable net earnings” from continuing operations for the six-month period, excluding the
gain on sale of $64.2 million, the charge for rationalization costs in both six-month periods and
the $15.0 million tax recovery recorded in fiscal 2002, were $154.1 or a 33% increase from
$115.5 for the same period last year. \

The table below shows Molson’s comparable net earnings from continuing operations®” and
earnings per share from continuing operations for the six months ended September 30, 2002
and 2001.

Net eamings for the six | Net earnings per share

months ended for the six months

September 30 ended September 30
(Dollars in millions, except per share information) 2002 2001 2002 2001
Net earnings from continuing operations 184.8 97.0 1.45 0.81
After-tax adjustments to arrive at comparable net earnings:
Gain on sale of 20% of operations in Brazil (64.2) - (0.50) -
Provisions for rationalization ' 41.9 33.5 033" 0.28
Minority interest impact on Brazil rationalization provision (8.4) - (0.07) -
Tax adjustment related to changes in enacted future tax rates - (15.0) - (0.12)
Comparable net earnings from continuing operations ? 154.1 115.5 1.21 0.97

? Comparable net eamings is not a recognized measure under Canadian generally accepted accounting principles (*GAAP?).
However, in addition to net earnings, comparable net earnings is a useful supplemental measure as it provides investors with a
measure of the Corporation's earmings excluding the impact of non-recurring and unusual items. Comparable net eamings
excludes the impact of items such as gains and losses on sales of businesses and rationalization provisions, which are not
considered by management to be indicative of sustainable eamings. Investors are cautioned, however, that comparable net
eamings should not be construed as an altemative to net eamings determined in accordance with GAAP as an indicator of the

Corporation’s performance. Also, the Corporation's method of calculating comparable net earnings may not be comparable to
measures used by others.
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The effective tax rate for the three months ended September 30, 2002 was 32.5% compared to
37.0% last year. The decrease is largely attributable to reduced statutory tax rates in Canada
and the mix of earnings primarily between Canada and Brazil. The provision for income taxes
for the six months ended September 30, 2001 included a $15.0 million reduction of future
income tax liabilities resulting from enactment of future tax rate reductions announced in various
provincial budgets. The six month effective tax rate on comparable net earnings, excluding the
$15.0 million tax rate reduction and the tax recoveries of $21.6 million and $16.5 million relating

to the provisions for rationalization in fiscal 2003 and 2002 respectively, was also 32.5%
compared with 37.0% last year.

Net interest expense for the quarter was $21.4 million which was $4.9 million higher than the
same period last year reflecting the increase in net debt resulting from the Kaiser acquisition in
Brazil. For the six months, interest expense was $45.7 million or $10.4 million higher than the
same period last year.

Cash flow from operations before changes in working capital and rationalization spending for
the three months ended September 30, 2002 increased by 45% to $101.9 million, compared to
$70.5 million for the same period last year reflecting higher net earnings from continuing
operations.

REVIEW OF OPERATIONS

Molson's business operations consist of the ownership of 100% of Molson Canada; 80% of
Cervejarias Kaiser Brazil, S.A. (“Kaiser"); 48.9% of Coors Canada (results proportionately
consolidated) and a 50.1% interest in Molson USA, which markets and distributes the Molson
brands in the United States (results also proportionately consolidated).

Sales Revenue and Operating Profit

Net sales revenues increased by 22% to $685.6 million in the current quarter reflecting the
contributions from Molson’s operations in Brazil as well as increased sales revenues in Canada.
Operating profit of $145.0 million for the three months ended September 30, 2002, was 26%
higher than the same period last year. This increase is attributable to the combined impact of
consumer price and volume increases in Canada, the acquisition of Kaiser and inclusion of its

operating profit as well as the benefits from previously announced cost reduction programs in
Canada.

The following tables detail certain financial information by business unit:

Sales and Other Revenues Net Sales Revenues
Three months ended Six months ended Three months ended Six months ended

(Dollars in miflions) September 30 September 30 September 30 September 30

' 2002 2001 2002 2001 2002 2001 2002 2001
Canada 752.4 685.0 1,470.2 1,387.1 570.6 5232 | 1,117.5 1,046.1
Brazil 178.3 43.8 404.2 86.7 96.0 232 | 215.0 46.6
United States 228 21.4 47.4 453 19.0 17.8 39.9 37.3
Consolidated 953.3 760.2 | 1,921.8 1,519.1 €85.6 564.2 | 1,372.4 1,130.0

? Results for the three and six months ended September 30, 2002 include 100% of the Corporation’s Brazilian operations to
April 17, 2002, and the minority interest account reflects 20% of the net earnings of the Brazilian operations thereafter. Results for
the three and six months ended September 30, 2001 include 100% of the results of Bavaria S.A. in Brazil.
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EBITDA EBIT
Three months ended Six months ended Three months ended Six months ended
(Doliars in millions) September 30 September 30 September 30 September 30
2002 2001 | 2002 2001 2002 2001 2002 2001
Canada 154.5 132.3 | 2913 2471 143.0 1196 266.9 2220
Brazil @ 8.2 (1.1)] 20.6 1.2 3.9 (26)| 103 (2.0
United States (1.9) (22)| (2.5) (1.5) (1.8) (22 (2.5) (1.5
Totals before non-
recurring items 160.8 128.0 { 3084 2468 | 1450 1148 2747 2185
Gain on sale of 20% of
Brazilian operations - - 64.2 - - - 64.2 -
Provisions for rationalization - - | (63.5) (50.0) - - (63.5) (50.0)
Consolidated 160.8 129.0 | 3101 196.8 1450 1148 275.4 1685

®  Results for the three and six months ended September 30, 2002 include 100% of the Corporation's Brazilian operations to
April 17, 2002, and the minority interest account refiects 20% of the net eamings of the Brazilian operations thereafter. Resuits
for the three and six months ended September 30, 2001 include 100% of the results of Bavaria S.A. in Brazil.

Industry Volume and Molson Market Share

The following table sets out industry volume and Molson volume in Canada, Molson volume
shipped to the United States as well as Molson's volume in Brazil during the three and six
months ended September 30, 2002 and 2001.

Three months ended September 30 Six months ended September 30
_ 2002 2001 2002 2001

Volume (Hectolitres in millions) Estimated Actua! Estimated Actual
Industry volume in Canada 6.1 5.9 11.8 117
Molson (Canada) 2.8 27 5.3 5.3
Molson production for

shipment to the United States 0.5 0.4 1.0 1.0
Brazil 2.5 0.7 5.3 1.3
Total Molson voiume 5.8 3.8 . 1.6 7.6

Sources: Brewers Associations of Canada, provincial liquor autharities and industry distribution companies.

Total estimated industry sales volume in Canada increased 3.7% to 6.1 million hectolitres for
the three months ended September 30, 2002, compared to the same period last year. Molson's
volume in Canada increased 2.4% to 2.8 million hectolitres during the same period with
increases primarily in the provinces of Québec, Ontario and Newfoundland. For the six month
period, total industry sales volume increased 0.7% to 11.8 million hectolitres while Molson's
volume declined 0.2% due primarily to lower volumes in Québec and Western Canada.

Canada

Net sales and other revenues increased by 9% to $571.0 million in the quarter reflecting overall
volume gains as well as increased selling prices when compared to the same period last year.
Operating profit increased 20% to $143.0 million for the three months ended September 30,
2002 reflecting the combined impact of selling price increases and the benefits from previously
announced cost reduction initiatives.
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Molson Canada's Estimated Market Share (%)

Three months ended September 30 Six months ended September 30
2002 2001 2002 2001
Estimated Actual Estimated Actual
Including sales of imports:
Canada 44.6 45.1 447 45.0
Québec/Atlantic 42.6 42.2 42.4 425
Ontario/West 45.7 46.7 458 46.4.

Sources: Brewers Associations of Canada, provincial liquor authorities and industry distribution companies.

Molson’s average estimated market share for all beer sold in Canada during the three months
ended September 30, 2002, declined to 44.6% from 45.1% compared to the same period last
year. However, core brands continue to perform well with a share increase of 0.7% on a
national basis. The Québec/Atlantic region increased share by 0.4%, including a 3.0% increase
in core brands, despite the intense levels of competitive tactical marketing and trade programs
in the Québec super premium and discount beer segments. The Ontario/West region’s market
share declined from 46.7% to 45.7% in the quarter reflecting strong competitor discount pricing
activity across the region and Molson’s exit from in-case promotions in Ontario. In addition, a
realignment of brewing capacity in Western Canada led to beer supply issues which are being
addressed. However, core brand market share for the Ontario/West region for the six month
period increased 0.1% reflecting share gains in the super premium and light beer categories.

Brazil

On March 18, 2002, Molson acquired 100% of the outstanding shares of Kaiser, whose assets
include the Kaiser brands and eight brewing facilities in Brazil, for $1,136.3 million which
included transaction costs and net of cash acquired. In a separate transaction that closed on
April 17, 2002, Molson soid 20% of its Brazilian operations, which included 20% of both Kaiser
and Bavaria, to Heineken N.V. for proceeds of $333.9 million. This resulted in a gain of
$64.2 million, which was recorded in the three-month period ended June 30, 2002. The
Corporation received unconditional approval of its acquisition of Kaiser from the Brazilian
competition authorities in September 2002.

The following table summarizes the operating results of Molson's Brazilian business in Brazilian
reais and the equivaient in Canadian dollar amounts:

Brazil

Three months ended September 30 Six months ended September 30
{Doliars/reais in millions) BRL CAD BRL CAD
2002 2001 2002 2001 2002 2001 2002 2001

Sales and Other

Revenues 357.2 72.4 | 178.3 438 | 717.2 1362 | 404.2 86.7
Net Sales Revenues | 192.0 38.4 96.0 232 | 382.0 732 | 215.0 46.6
EBITDA 17.9 (1.8) 8.2 (1.1) 38.6 1.9 20.6 1.2
EBIT? 9.5 (4.2) 3.9 (2.6) 20.6 (3.3) 10.3 (2.0)

? Results for the six months ended September 30, 2002 are before the gain on sale of 20% of Molson's Brazilian operations of
$64.2 million and the rationalization provision of $63.5 miliion.
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in July 2002, Kaiser increased its selling prices of products in returnable and non-returnable
containers ranging between 5% and 10% at the gross sales level in order to improve the
positioning of its brands against its major competitor. As a result, both Kaiser and Bavaria
experienced decreases in volume with Bavaria volume also being negatively impacted due to
the transition out of the Companhia de Bebidas das Américas -~ AmBev (‘AmBev”) distribution
network. However, total sales volume for the three-month period was 2.5 million hectolitres
compared to 0.7 million hectolitres for the same period last year reflecting the Kaiser acquisition.

Certain raw materials are purchased in the international markets outside South America and are
paid for in U.S. dollars. Also, although aluminum cans are purchased in Brazil, the price paid is
directly influenced by the fluctuation of the U.S. dollar against the real. As a result, Molson, in
response to the fluctuation in the Brazilian real, announced in September 2002 that it had
implemented a series of initiatives to reduce the exposure to its local operating. results against
adverse currency fluctuations in Brazil. Among these initiatives are a currency hedging program
which resulted in the fixing of U.S. dollar costs to the end of January 2003 and a partially
hedged position to March 2003 at an average rate slightly above 3 Reals to the U.S. doliar; beer
price increases as discussed above; accelerated operating cost reductions and tight capital
expenditure controls as well as efforts to realign product mix to optimize profitability under
exisiting currency conditions.

Previously, in the first quarter of fiscal 2003, Molson announced specific actions taken to deliver
on synergy and cost reduction commitments over the next three years in Brazil. These actions
included the closure of two Bavaria plants and one Kaiser plant for strategic geographic reasons
as well as modifications to the Ribeirao Preto plant to specialize in the production of beer in
cans. Both the Bavaria and Kaiser brands are now being produced throughout the production
network. As a result of these actions, Molson recorded a rationalization provision (relating to the
Bavaria costs) of $63.5 million which included primarily fixed asset write-downs, employee
severance costs and an accrual for the termination of the distribution arrangement with AmBev.

United States

Molson USA, which is owned 50.1% by Molson and 49.9% by the Coors Brewing Company
(“Coors”), is a dedicated business unit in the United States focused on repositioning the brand
portfolio around Canadian and Canadian Light, and de-emphasizing Molson Golden and Molson
Ilce. Molson USA is responsible for the marketing and distribution of these brands with Coors
providing the sales, distribution and administrative support.

Molson’s volume in the United States during the three month period ended September 30, 2002
increased 4% compared with a decline of 16% in the same period last year. Molson USA has
introduced new advertising campaigns and packaging initiatives to reposition brands with
American consumers, Positive trends continue to be realized specifically with volume growth of
44% for the Canadian trademark in the period when compared to the same period last year.
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The following tables summarize the operating results of Molson’s business in the United States
in U.S. dollars and the equivalent Canadian dollar amounts:

United States

Three months ended September 30
(Dollars in milions) USD CAD Molson g(k?)% Share
2002 2001 2002 2001 2002 2001
Sales and Other Revenues 28.9 27.7 45.0 427 22.6 214
Net Sales Revenues 24.3 22.9 37.9 3586 19.0 17.8
EBITDA (2.3) (2.6) (3.8) {4.4) {1.9) (2.2)
EBIT (2.4) (2.7) {(3.9) (4.4) (1.9) (2.2)
Six months ended September 301
(Dollars in millions) UsSD CAD Molson ngg.’ Share
_ 2002 2001 2002 2001 2002 2001
Sales and Other Revenues 60.8 58.7 94.5 90.4 47 .4 453
Net Sales Revenues 51.2 48.3 79.7 74.5 39.9 373
EBITDA (3.1) (1.7) (5.0) (3.0) (2.5) (1.5)
EBIT (3.2) (1.8) (5.1) (3.0) {2.5) (1.5)

Financial Condition and Liquidity

in the previous quarter, the Corporation received $333.9 million of net proceeds from Heineken
N.V. for the sale of 20% of its Brazilian operations. Under the terms of the Corporation’s credit
agreement, $200.0 million of the proceeds were used to permanently reduce the 18-month
bridge loan to $300.0 million on June 21, 2002. The remainder of the proceeds was used to
reduce a portion of the Corporation’s borrowings on the three-year revolving facility, under
which borrowings cannot exceed $625.0 million. At the end of the previous quarter,
$140.0 million was drawn on this facility. The Corporation fully repaid this amount during the
quarter ended September 30, 2002, and currently has no borrowings under the revolving facility.

The repayment of the $150.0 million debenture due on March 11, 2003 will be funded by any
future excess cash as well as with existing credit facilities or external debt market capital.

Molson's fiscal 2003 capital investments were concentrated in the Toronto brewery as well as
investments in the Kaiser facilities and were financed from operating cash flow.

On June 7, 2002, Dominion Bond Rating Service confirmed Molson Inc. and Molson Canada's
ratings at A (low) and A respectively, both with a stable trend.

Impact of New Accounting Pronouncements

Effective with the current fiscal year commencing April 1, 2002, Molson has adopted the new
accounting pronouncements of the C/ICA Handbook section 3870 “Stock-Based Compensation

and Other Stock-Based Payments’. Further details are provided in notes 1 and 4 to the
consolidated financial statements.
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Effective with the fiscal year commencing April 1, 2001, Molson adopted the new accounting
pronouncements of the CICA Handbook section 3500 “Earnings per Share’, section 1751
“Interim Reporting” and section 3062 “Goodwill and Other Intangible Assets”. Further details are
provided in note 1 to the consolidated financial statements.

OTHER

As part of the Corporation's previously announced normal course issuer bid, Molson
repurchased 1,100,000 Class “A” shares and 100,000 Class “B” shares in the months of May
and June, 2002, at prices ranging between $34.55 and $38.16 per share. No shares were
repurchased in the second quarter of fiscal 2003. The share buy-back is consistent with the
Corporation’s objective to offset the dilution impact from the granting of stock options.

The Board of Directors declared a quarterly dividend of $0.11 per share on the Class "A” non-
voting shares and the Class “B” common shares representing a 10% increase, or $0.01 per
share. This dividend is payable on January 1, 2003 to shareholders of record at the close of
business on December 13, 2002.

COMPARATIVE FIGURES

Certain comparative figures have been restated to conform to the current year's basis of
presentation.

This Management's Discussion and Analysis contains forward-looking statements reflecting management's current expectations
regarding future operating results, economic performance, financial condition and achievements of the Corporation. Forward-looking
statements are subject to certain risks and uncertainties and actual results may differ materially. These risks and uncertainties are
detailed in Moison filings with the appropriate securities commissions and include risks refated to foreign exchange, commodity
prices, tax matters, foreign investment and operations as well as contingent liabilities. The Corporation undertakes no obl:gatlon fo
update or revise any forward-looking statements publicly.



MOLSON INC.

CONSOLIDATED STATEMENTS OF EARNINGS - UNAUDITED

Three months
ended September 30

Six months
ended September 30

(Doliars in millions, except per share amounts) 2002 2001 2002 2001
Sales and other revenues $ 9533 § 7602 $1,921.8 $1,519.1
Brewing excise and sales taxes 267.7 196.0 549.4 388.1
Net sales revenues 685.6 564.2 1,372.4 1,130.0
Cost and expenses
Cost of sales, selling and administrative costs 524.8 435.2 1,063.0 883.2
Gain on sale of 20% of operations in Brazil - - (64.2) -
Provisions for rationalization (note 2) - - 63.5 50.0
524.8 435.2 1,062.3 933.2

Earnings before interest, income taxes and

amortization 160.8 129.0 310.1 196.8
Amortization of property, plant and equipment 15.8 14.2 34.7 28.3
Earnings before interest and income taxes 145.0 114.8 275.4 168.5
Net interest expense 214 18.5 45.7 35.3
Earnings before income taxes 123.6 98.3 229.7 133.2
income tax expense 40.2 36.4 52.9 36.2
Net earnings before minority interest 83.4 61.9 176.8 97.0
Minority interest 0.1 - (8.0) -
Earnings from continuing operations 83.3 €61.9 184.8 97.0
Earnings from discontinued operations (note 5) - 2.0 - 2.0
Net earnings $§ 833 $§ 639 §$ 1848 §$ 990
Net earnings per share from continuing operations

Basic $ 066 $ 052 $ 145 0.81

Diluted $ 0864 § 051 $§ 142 % 0.80
Net earnings per share (note 3)

Basic $ 066 $ 0.54 $ 145 § 0.83

Diluted $ 064 5 053 $ 142 § 0.82

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS - UNAUDITED

Six months ended September 30, 2002 and 2001
(Doliars in mifiions) 2002 2001
Retained earnings — beginning of year $ 460.3 $ 328.1
Net earnings for the current period 184.8 - 98.0
Dividends (25.5) (21.6)
Excess of share repurchase price over weighted-average

stated capital (note €) (37.7) -
Retained earnings — end of period $ 581.9 $ 4055

The accompanying notes to the consolidated financial statements are an integral part of these statements.
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MOLSON INC.

CONSOLIDATED BALANCE SHEETS

September 30

September 30 March 31
{Doliars in miilions} 2002 2001 2002
(Unaudited). (Unaudited) (Audited)
Assets
Current assets
Cash and short-term investments $ 3.6 $ 2594 3 71.0
Accounts receivable 172.0 105.4 192.1
Inventories 157.5 131.6 183.5
Prepaid expenses 33.8 271 55.2
Current assets of discontinued operations 51 10.6 8.4
372.0 534 .1 510.2
Investments and other assets 110.4 143.5 122.5
Property, plant and equipment 986.2 830.6 1,186.5
Intangible assets (note 5) 2,240.5 1,524.5 - 2,671.7
Non-current assets of discontinued operations 28.0 32.0 30.1
$ 3,737.1 $ 3,064.7 $ 4,521.0
Liabilities
Current liabilities
Accounts payable and accruals $ 5157 $ 4212 $. 5964
Provision for rationalization costs 36.8 522 46.3
Income taxes payable 70.4 476 66.2
Dividends payable 12.7 10.8 12.0
Future income taxes 123.1 62.1 91.9
Current portion of long-term debt 41.5 - 58.9
Current liabilities of discontinued operations 7.4 7.7 3.8
807.3 601.6 875.5
Long-term debt 1,202.9 1,034.0 1,687.2
Deferred gain 417 47.8 447
Deferred liabilities 181.3 63.4 288.0
Future income taxes 333.4 360.5 348.4
Minority interest _ 146.7 - -
Non-current liabilities of discontinued operations 88.2 108.7 103.3
2,811.5 2,216.0 3,347 1
Shareholders’ equity
Capital stock 715.2 479.0 719.4
Retained earnings 581.9 405.5 460.3
Unrealized translation adjustments (371.5) {35.8) (5.8)
925.6 848.7 1,173.9
$ 3,737.1 $ 3,064.7 $ 4,521.0

The accompanying notes to the consolidated financial statements are an integral part of these statements.
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MOLSON INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS - UNAUDITED

Three months ended September 30

Six months ended September 30

(Doliars in millions, except per share amounts) 2002 2001 2002 2001
Operating activities
Earnings from continuing operations $ 833 $ 618 $ 1848 $ 970
Gain on sale of 20% of operations in Brazil - - (64.2) -
Provisions for rationalization (note 2) - - 63.5 50.0
Amortization of property, plant and equipment 15.8 14.2 34.7 28.3
Future income taxes 14.9 113 15.6 (7.8)
Minority interest 0.1 - (8.0) -
Other (12.2) (16.9) (32.2) (15.2)
Cash provided from operations 101.9 70.5 194.2 152.3
Provided from (used for) working capital 444 7.0 (51.9) (7.5)
Rationalization costs (19.7) (5.5) (28.4) (8.3)
Cash provided from operating activities 126.6 72.0 112.9 136.5
Investing activities
Proceeds from sale of 20% of operations in
Brazil .- - 333.9 -
Additions to propertv, plant and equipment {20.3) (8.0) (29.1) (10.0)
Additions to investments and other assets (3.5) (1.8) (4.1) (3.0)
Additions to intangible assets - (2.0 - (2.0
Proceeds from disposal of property plant and .
equipment 0.1 5.7 0.3 57
Proceeds from disposal of investments and
other assets - 3.9 9.8 4.2
Cash provided from (used for) investing activities (23.7) (2.2) 310.8 (5.1)
Financing activities
Reduction in long-term debt (136.4) (74.2) (463.6) (169.3)
Securitization of accounts receivable 17.0 34.0 45.0 34.0
Shares repurchased (note 6) - - (44.5) -
Cash dividends paid (11.9) (10.7) (23.9) (21.4)
Other 1.7 1.4 1.7 1.4
Cash used for financing activities (129.6) (49.5) (485.3) (155.3)
Increase (decrease) in net cash from
continuing operations (26.7) 20.3 (61.6) (23.9)
Increase (decrease) in net cash from
discontinued operations (2.6) 2127 3.9 206.4
Increase (decrease) in net cash (29.3) 233.0 (57.7) 182.5
Effect of exchange rate changes on cash (2.4) - (9.7) -
Net cash, beginning of period 35.3 264 71.0 76.9
Net cash, end of period $ 3.6 $ 2594 $ 36 $ 2594
Cash flow per share provided from operations '
Basic $ 0.80 $ 058 $ 153 $ 127
Diluted $ 0.79 $ 058 $ 1.50 $ 125

The accompanying notes to the consolidated financial statements are an integral part of these statements.
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MOLSON INC. :

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
For the six months ended September 30, 2002 and 2001
(Dollars in millions, except per share amounts)

Note 1. Significant Accounting Policies

These interim consolidated financial statements have been prepared in accordance with
Canadian generally accepted accounting principles, using the same accounting policies as
outlined in note 1 of the consolidated financial statements for the year ended March 31, 2002,
except as noted below. They do not conform in all respects with disclosures required for annual
financial statements and should be read in conjunction with the consolidated financial
statements for the year ended March 31, 2002 of Molson In¢.'s 2002 Annual Report.

Effective April 1, 2002, the Corporation adopted, on a prospective basis, the Canadian Institute
of Chartered Accountants (“CICA”) Handbook section 3870 "Stock-Based Compensation and
Other Stock-Based Payments". Under the new standard, the Corporation continues to account
for stock options granted to employees and non-employee directors whereby the difference
between the exercise price and the market price of the stock at the time of the grant is charged
to earnings over the vesting period. Accordingly, the Corporation is also required, under the new
standard, to disclose pro forma net income and pro forma earnings per share as if the fair value
based method of accounting had been used to account for stock options granted to employees.
This method of accounting uses an option pricing model to determine the fair value of stock
options granted and the amount is amortized over the period in which the related employee
services are rendered. Further details are contained in note 4. '

Effective April 1, 2001, the Corporation adopted the CICA Handbook section 3062 "Goodwill
and Other Intangible Assets". Under the new standard, which can only be applied prospectively,
goodwill and other intangible assets are not amortized, but are tested for impairment at least
annually as well as on adoption of the new standard.

Effective April 1, 2001, the Corporation adcpted the revised recommendations of the CI/ICA
Handbook section 3500 “Earnings per Share”. The revised Handbook section requires the use
of the treasury stock method to compute the dilutive effect of stock options as opposed to the
previously used imputed earnings approach.

In the first quarter of 2002, Molson Inc. also adopted the new recommendations of the C/CA
Handbook section 1751 “Interim Financial Statements” which changes the requirements for the
presentation and disclosure of interim financial statements and the accompanying notes.

Note 2. Provisions for Rationalization

During the first quarter of fiscal 2003, the Corporation recorded a pre-tax charge of $63.5
relating to two plant closures of the Bavaria business as well as the termination costs relating to
the former Bavaria distribution network. The charge represents primarily the write-down of fixed
assets and employee severance costs as well as the distribution termination costs.

During the first quarter of fiscal 2002, the Corporation recorded a pre-tax charge of $50.0

representing primarily the write-down of fixed assets and employee severance costs relating to
the closure of the Regina brewery in March 2002.

-13-
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MOLSON INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
For the six months ended September 30, 2002 and 2001
(Dollars in millions, except per share amounts)

Note 3. Earnings per Share

The following is a reconciliation of the basic and diluted earnings per share computations for net
earnings.

Six months ended Seotember 30 2002 2001
Net earnings $ 1848 $ 99.0
Weighted average number of common shares outstanding ~ (millions)
Weighted average number of common shares cutstanding — basic 127.3 119.6
Effect of dilutive securities 24 2.2
Weighted-average number of common shares outstanding - diluted 129.7 121.8

The dilutive effect of outstanding stock options on earnings per share is based on the
application of the treasury stock method. Under this method, the proceeds from the potential
exercise of such stock options are assumed to be used to purchase Class "A” non-voling shares
(“common chzres”). During the first six months of fiscal 2003, options to purchase 740,700
(475,000 - 7:z=z' 2002) common shares were not included in the calculation of diluted earnings
per share as the exercise price exceeded the average market price of the shares in the
respective six-month period.

Note 4. Stock-Based Compensation

The Corporation has a stock option plan for eligible employees and non-employee directors of
the Corporation, under which Class “A” non-voting shares of the Corporation may be purchased
at a price =72 *v ‘ng market price of the common shares at the date of granting of the option.
Effective .. == Z702, the plan was amended to terminate the stock appreciation rights
associated witn the plan so that each outstanding award consists solely of an employee stock
option. The options vest over a period of two, three, four or five years and are exercisable for a
period not to exceed ten years from the date of the grant. At September 30, 2002, there were
5,643,634 stock options outstanding and 2,516,320 stock options available for future grants.
During the first six months of fiscal 2003, the Corporation granted 865,700 stock options at
exercise prices ranging between $28.43 and $36.79.

The Corporation accounts for these awards whereby the difference between the exercise price
and the market price of the stock at the time of grant is charged to earnings. Accordingly, no
compensation cost has been recognized for its stock option plan. If the Corporation had
determined compensation cost related to its stock option plan based on the fair value at the
grant dates for awards granted for the six month period ended September 30, 2002, the
Corporation's net income and earnings per share would have been reduced to the pro forma
amounts inc:2:°=d below. The pro forma effect of awards granted prior to April 1, 2002 has not
been includec.

-14-
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MOLSON INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
For the six months ended September 30, 2002 and 2001
(Dollars in millions, except per share amounts)

Note 4. Stock-Based Compensation (cont’d)

Six months ended September 30, 2002

(Dollars in millions, except per share amounts) 2002
Net earnings as reported $ 18438
Net earnings — pro forma $ 183.0
Net earnings per share as reported $ 145
Basic earnings per share - pro forma $ 144
Diluted earnings per share $ 142
Diluted earnings per share — pro forma. $ 14

The fair value of each option grant is estimated on the date of grant using the Black-Scholes
option pricing model with the following weighted average assumptions used for grants during
the six-month period: dividend yield of 2.0%; expected volatility of 24.1%, risk-free interest rate
of 5.0%; and an expected life of 6.0 years. The weighted average fair value of options granted in
the six-month period is $9.58 per share and would be amortized over the period in which the
related employee services are rendered.

Additional information on the Corporation’s stock option plan is included in note 17 of the
Corporation’s 2002 Annual Report.

The Corporation also has an employee share ownership plan (“MESOP”) for all full-time
employees primarily in Canada. Under this plan, employees are entitled to have a portion of
their base earnings withheld to purchase the Corporation’s Class “A” non-voting shares with the
Corporation providing funds to purchase additional Class “A” shares, to a maximum of 1.33% of
base earnings. The Corporation's contributions are charged to earnings and $0.7 was charged
to earnings in the six-month period ended September 30, 2002.

The Corporation has a deferred share unit plan for the members of the Board of Directors.
Under the terms of this plan, a portion of the director's fees are paid to them in the form of
deferred share units (‘DSU"). Each DSU is equivalent in value to a Class “A” non-voting share
of the Corporation and is notionally credited with dividends when shareholders receive
dividends from the Corporation. A DSU is paid to a Board member after termination of service or
retirement and is payable in cash. As of September 30, 2002, 139,847 DSU'’s are outstanding.
The cost of the DSU's are charged to earnings in the period earned and marked to market on a
quarterly basis. For the six months ended September 30, 2002, $0.3 was charged to earnings
representing the accrual for services provided in the period which were paid with the issuance of
DSU’s.

-15-
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MOLSON INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

For the six months ended September 30, 2002 and 2001
(Dollars in millions, except per share amounts)

Note 5. Intangible Assets
Included in intangible assets is goodwill of $198.0 and brand names of $2,042.5.

Allocation of the purchase price relating to the acquisition of Cervejarias Kaiser Brazil, S.A.
(“Kaiser”), which was acquired by Molson on March 18, 2002, involves a number of estimates
as well as gathering information over a number of months following the date of acquisition.
Given the timing of the Kaiser acquisition, the purchase allocation is preliminary. The estimation
process will be completed in the fiscal year ending March 31, 2003 and accordingly there may
be changes to the assigned values.

Note 6. Capital Stock

During the six month period ended September 30, 2002, the Corporation repurchased
1,100,000 Class “A” shares and 100,000 Class “B” shares at prices ranging between $34.55
and $38.16 per share as part of its previously announced normal course. issuer bid. The total
number of Class “A” and Class “B” shares outstanding at September 30, 2002 was
127,085,803. Of the total amount of $44.5 repurchased, $6.8 was charged to capital stock
based on the weighted-average stated capital with the excess of $37.7 being charged to
retained earnings.

Note 7. Segment Disclosures

The Corporation’s business is producing and marketing beer and other malt-based beverages.
Its business units are located in three main geographic regions: Canada, Brazil and the United
States.

The Corporation’s operations in Canada experience seasonal fluctuations in revenues with the
first and second quarters being higher and the fourth quarter generally being the lowest.
Revenues from the Brazilian operations are also seasonal, which could partially offset the
pattern in Canada.

These segments are managed separately since they all require specific market strategies. The
Corporation assesses the performance of each segment based on operating income or EBIT.
Accounting policies relating to each segment are identical to those used for the purposes of the
consolidated financial statements. Management of interest expense and income tax expense
are centralized and, consequently, these expenses are not allocated among operating groups.

Canada Brazil United States Consolidated

Six months ended September 30 2002 2001 2002 2001 2002 2001 2002 2001
(Dollars in millions)

Revenues from external customers 1,470.2 1,387.1 404.2 86.7 474 453 1,89218 1,519.1
Inter-segment revenues 22.5 16.8 - - - - 225 16.8
EBIT . 2669 17207 11.0% (2.0) (2.5) (1.5) 275.4 168.5
Assets 2,438.0 27108 1,104.1 145.8 161.9 165.5 3,704.0 3,022.1
Amortization of capital assets 244 25.0 10.3 3.3 - - 347 28.3
Additions to capital assets 14.9 7.0 14.1 27 0.1 0.3 291 10.0

® Includes a provision for rationalization of $50.0. .
@ Includes the gain on sale of 20% of Molson's Brazilian operations of $64.2 and a provision for rationalization of $63.5.
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MOLSON INC. :

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
For the six months ended September 30, 2002 and 2001
(Dollars in millions, except per share amounts)

Note 8. Discontinued Operations

2002 2001
Sales and other revenues : $ - $ 107
Net gain on disposal $ - $ 20
Earnings from discontinued operations $ - $ 20

On July 25, 2001, the Corporation completed the sale of its Sports and Entertainment business
consisting of the Montréal Canadiens and the Molson Centre. The Corporation received $190 in
cash, less closing adjustments, with the balance of payment in the form of preferred shares of
an entity owning both the team and the entertainment business. The preferred shares are
redeemable on December 31, 2008 for $86.5, subject to certain terms and conditions. The
Corporation also retains a 19.9% interest in the business that owns the team and the
entertainment business. The net gain on disposal includes the net losses from discontinued
operations of the Sports and Entertainment group between January 31, 2001, the measurement
date, and the date of disposal, together with tax recoveries of $30.8 and transaction costs.

Cash provided from discontinued operations of $3.9 ($206.4 source of cash in fiscal 2002)
consisted of $3.9 ($17.8 in fiscal 2002) from operating activities and $nil ($188.6 in fiscal 2002)
from investing activities.

Note 9. Comparative Figures

Certain comparative figures have been restated to conform to the current period’s basis of
presentation.

17~
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Molson Inc.

1555 Notre-Dame Street East,
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