MANAGEMENT'S REPORT AND
INTERIM CONSOLIDATED FINANCIAL STATEMENT
FOR THE THREE AND NINE MONTHS ENDED
DECEMBER 31, 2008 AND 2007

The following management’s discussion and analysis (‘MD&hovides a review of corporate developments, results of
operations and financial position for the three and nioaths ended December 31, 2008 in comparison with those for the
three and nine months ended December 31, 2007. This discisspiepared as of February 5, 2009 and should be read in
conjunction with the interim consolidated financial stadats for the period ended December 31, 2008 and 2007, and the
audited consolidated financial statements for teary ended March 31, 2008 and 2007 and the accompanying notes
contained therein. All dollar amounts are expressed in Canddikars unless otherwise indicated.

FORWARD-LOOKING INFORMATION

Certain statements in this Management’'s Discussionnflysis may contain “forward-looking statements” withie
meaning of applicable securities laws, including thde'$arbour provisions” of the Securities Act (Ontama)h respect

to Andrew Peller Limited (‘APL’ or the ‘Company’) arits subsidiaries. Such statements include, but arénnit¢d to,
statements about the growth of the business in light ofCthapany’s recent acquisitions; its launch of new premium
wines; sales trends in foreign markets; its supply of dtioadly grown grapes; and current economic conditions.s@he
statements are subject to certain risks, assumptions and unertdiat could cause actual results to differ materiedignf
those included in the forward-looking statements. The svdigktlieve”, “plan”, “intend”, “estimate”, “expect” or
“anticipate” and similar expressions, as well as futureonditional verbs such as “will”, “should”, “would” aridould”
often identify forward-looking statements. We haveeblathese forward-looking statements on our current vigits
respect to future events and financial performance.h Végpect to forward-looking statements contained inNHXA,

the Company has made assumptions and applied certairsfagtrding, among other things: future grape, glass bottle
and wine prices; its ability to obtain grapes, imposéake, glass and its ability to obtain other raw malgrifuctuations

in the U.S./Canadian dollar exchange rates; its aldityarket products successfully to its anticipatedorners; the trade
balance within the domestic Canadian wine market; mar&etls; reliance on key personnel; protection of its inteisc
property rights; the economic environment; the regulatory rexpaints regarding producing, marketing, advertising and
labeling of its products; the regulation of liquor distribatiand retailing in Ontario; the application of federal and
provincial environmental laws; and the impact of increasing competition

These forward-looking statements are also subjecetadks and uncertainties discussed in the “Riskdfsitsection and
elsewhere in this MD&A and other risks detailed fromet to time in the publicly filed disclosure documents ha# t
Company which are available at www.sedar.com. Forwarddgastatements are not guarantees of future perfornanc
and involve risks, uncertainties and assumptions which coalge actual results to differ materially from those
conclusions, forecasts or projections anticipated iretffi@svard-looking statements. Because of these riskgriainties
and assumptions, you should not place undue reliance on theseddooking statements. The Company’s forward-
looking statements are made only as of the date of thi&MIAnd except as required by applicable law, Andrew Peller
Limited undertakes no obligation to update or revise thaseafd-looking statements to reflect new information, feitu
events or circumstances.

Overview

Andrew Peller Limited (‘APL’ or the ‘Company’) is a léag producer and marketer of quality wines in Canadath Wi
wineries in British Columbia, Ontario and Nova Scoti®g @ompany markets wines produced from grapes grown in
Ontario’s Niagara Peninsula, British Columbia’s Okanagad Similkameen Valleys and from vineyards around the
world. The Company’s award-winning premium and ultra-prentiuamds include Peller Estates, Trius, Hillebrand, Thirty
Bench, Croc Crossing, XOXO, Sandhill, Copper Moon, Calonay4rds Artist Series VQA wines and Red Rooster.
Complementing these premium brands are a number of poputad goroducts including Hochtaler, Domaine D’Or,
Schloss Laderheim, Royal and Sommet.

With a focus on serving the needs of all wine consumeesCtimpany produces and markets consumer-made wine kit
products through Winexpert, Vineco International Products, Witedtid Heron Bay.



The Company owns and operates Vineyards Estate Wines 48islad WineCountry Vintners, independent wine retailers
in Ontario with more than 100 well-positioned retail looas. The Company markets craft beer under the Granvilledisla
brand. The Company’s products are sold predominantly in Canada.

The Company’s stated mission is to build sales volumes of itsdddepdemium and ultra-premium brands by delivering to
its customers and consumers the highest quality windiseabest possible value. To meet this goal, the Company is
investing in improvements in the quality of grapes andesjiits winemaking capabilities and in its quality managem
programs. Premium wine sales continue to grow in Canadathese products generate higher sales and increased
profitability compared to lower-priced table wines.

APL is focused on initiatives to reduce costs and enhasqgaroduction efficiencies through a continual reviewhsf t
Company’s operations. Most recently, the Company has compla@ehensive review of its operations in Kelowna,
British Columbia which resulted in a 25% increase in proditgtiwhile reducing overall labour costs. The Company
continues to expand and strengthen its distribution throtmtingial liquor boards, the Company’s network of more than
100 Vineyards Estate Wines, Aisle 43 and WineCountry Vistmetail locations, estate wineries, restaurants and othe
licensed establishments. This distribution network is sup@dry enhanced sales, marketing and promotional programs. In
addition, the Company from time to time evaluates therg@l for acquisitions and partnerships, both in Carsadh
internationally, to further complement its product portfolal anarket presence.

On June 13, 2008 the Company acquired 50% of the shares of Ringey Rneyards Inc. (“Rocky Ridge”) of Oliver,
British Columbia for cash consideration of $4.0 million, inahgdacquisition costs. The Company previously owned 50%
of the shares of Rocky Ridge and as a result of thisdrtion Rocky Ridge became a wholly-owned subsidiary ef th
Company.

On June 30, 2008 the Company acquired 100% of the common sharesldf\ianers Inc. (“WVI") a producer and
seller of high quality consumer-made wine kits. WV/I'tesdor its most recently-completed financial year endigly 31,
2007 were approximately $12.0 million. The acquisition brings to the Compdegieated network of 75 franchised wine-
on-premise and retail outlets under the Wine Kitz brandenaVVI also produces the popular Heron Bay brand sold
through independent wine-on-premise and retail outlets a@asada. WVI was acquired for cash consideration of $11.0
million, including acquisition costs. The Company has a@udesignificant synergies in its wine kit operations aesailt

of this acquisition. Management is currently obtaining fair etavklues for the net assets and intangible assets acquired.

On October 8, 2008 the Company acquired 100% of Small Winem@kdlection Inc. (“SWM”) for consideration of
approximately $1.6 million. SWM is a premium wine imporégrd marketing agent for fine wines in the Province of
Ontario. The Company imports wines from major wine regiarsind the world and sells primarily to on-premise
accounts in key markets and through LCBO Vintages stores.

On June 5, 2008 the Company announced that it would increase¢ emmuaon share dividends for shareholders of record
on June 30, 2008. The dividend on Class A shares increased 10% from $0.300 per share to $h&%0 gere dividend
on Class B shares increased 10% from $0.261 per share to $0.288 per share.

Financial Statements and Accounting Policies

The Company prepared its financial statements in Canadbllars in accordance with Canadian generally @ede

accounting principles (GAAP). Changes to the Company’sfisignt accounting policies are summarized in Note héo t
interim consolidated financial statements. The Comgdsty utilizes EBITA (defined as earnings before egérincome

taxes, amortization, other income (losses) and unusual itemm®atsure its financial performance.

EBITA is not a recognized measure under GAAP; however, geanent believes that EBITA is a useful supplemental
measure to net earnings, as it provides readers witlhdaration of earnings available for investment prior to deltice,
capital expenditures and income taxes.

Readers are cautioned that EBITA should not be constauad alternative to net earnings determined in aaoaelwith
GAAP as an indicator of the Company’s performance oash ¢lows from operating, investing and financing activiiigs

a measure of liquidity and cash flows. The Company's metfiaghlculating EBITA may differ from the methods by
which other companies calculate EBITA and, accordinglylTBBmay not be comparable to measures used by other
companies.

Critical Accounting Estimates

During the year, management is required to make estiroatedy on assumptions that are inherently uncertain. These
estimates can vary with respect to the level of judgrirerdived and ultimately the impact that these estimatag have

on the Company's financial statements. Estimates ametbto be critical when a different estimate couddoaably be
used or where changes are reasonably likely to occuhwinalld materially affect the Company’s financial position,
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results in operations. The Company’s significant accountidigig® are discussed in Note 1 of the Notes to the
Consolidated Financial Statements; critical estimates énbhér these accounting policies are set out below.

Inventory Valuation
Inventories are valued at the lower of cost and neizeddé value. The Company determines cost on an averageasist
using separate pools for domestic and imported wines.

All inventories are counted as close as possible togmawithout impacting the operations of the Company. Mamagt
has provided an allowance for slow moving and obsolete inventachghconsidered to be sufficient for potential losses.

On April 1, 2008 the Company adopted the Canadian Institutdaft€ed Accountants (CICA) Handbook Section 3031
“Inventories”. This pronouncement provides guidance on éterhination of cost and its subsequent recognition as an
expense, including any write-down to net realizable valltealso provides guidance on the cost formulas that sed to
assign costs to inventories and is effective for thenamy's fiscal year beginning on April 1, 2008. As required; thi
standard has been adopted prospectively and comparatounts have not been restated. The change in carrying valu
predominately relates to changes in the application afheagls in bulk and finished goods inventory. As a result, on
adoption of this standard, the Company recorded an adjuistmeApril 1, 2008 to reduce inventories by $1,552, reduce
future income taxes by $485, and reduce opening retained earnings by $1,067.

Intangible Assets

Intangible assets primarily relate to customer contrécts)ds and customer based relationships that have beeinea
through recent acquisitions. Management believes that bdandst have a fixed or determinable life and consequently
brands are not amortized but are subject to annual imeairtests based on a comparison of the carrying amount to the
estimated fair market value of the brands. The anaditia periods related to those intangible assets witte fiives are
based on the expected duration of the contracts andorelhips acquired. These intangible assets will be tested f
impairment when events or circumstances arise thatdte$l impairment may exist. Based on the Company’'sweaseat
December 31, 2008, management believes that there has been no lomgp@irmént in the value of intangible assets.

Fair Value of Financial Instruments
Accounts receivable, accounts payable and accrued liab#itidsbank indebtedness are reflected in the consolidated
financial statements at carrying values, which approximatedhie due to the short-term maturity of these instruments.

Employee Future Benefits

The Company provides a defined benefit pension plan toircaftdts employees. The assumptions used to measure the
accrued benefit obligations and benefit costs as at March 31, 2008 werrirdirate 5%, expected long-term rate of return
on plan assets 7% and rate of compensation increase 3%.arnhual pension expense to provide those benefits is
approximately $684. All actuarial losses are amortized over tiectsd remaining service life which is estimated to be 12
years.

Recently Adopted Accounting Pronouncements
On April 1, 2008 the Company adopted the following CICA Handbook Sections:

CICA Handbook Section 1535 “Capital Disclosures” required dispbssim the financial statements of qualitative and
guantitative information that enables users to evaluatetolige, policies and processes for managing capitarekfures.

CICA Handbook Section 3862 “Financial Instruments — DisclaSurequired disclosures in the financial stateméimés
will enable users to evaluate: the significance iofrfcial instruments for the Company’'s financial positiord an
performance; and the nature and extent of risks arisimg financial instruments to which the Company is expakgihg
the period and at the balance sheet date, and how the Company nthoageatks.

CICA Handbook Section 3863 “Financial Instruments — PreSentaestablished standards for presentation of financial
instruments and non-financial derivatives. This section ptgmented the existing CICA Handbook Section 3861
“Financial Instruments — Disclosure and Presentation”.

CICA Handbook Section 3031 “Inventories” provided guidance oneterination of cost and its subsequent recognition
as an expense, including any write-down to net realizable valulso p@ovided guidance on the cost formulas that are
used to assign costs to inventories.



Recently Issued Accounting Pronouncements

The CICA has issued the following accounting standards:

In February 2008, the CICA issued Section 3064, “Goodwill and Intangibkts\sshich replaces Section 3062,
“Goodwill and Other Intangible Assets.” This new standard previlegdance on the recognition, measurement,
presentation and disclosure of goodwill and intangible assets. dduarding standard is effective for annual and interim
periods beginning on or after October 1, 2008.

International Financial Reporting Standards (“IFRS”). In Fakyr@008, the Canadian Accounting Standards Board
confirmed that the use of IFRS will be required for Canadian puylaimtountable enterprises for years beginning on or
after January 1, 2011. The Company will be required to report under IFR®BibgdApril 1, 2011.

The Company is currently evaluating the impact of adopting the almmerinting and reporting standards.

Results of Operations (unaudited)

FOR THE NINE MONTHS ENDED DECEMBER 31, 2008 2007 2006

(in thousands of dollars except per share amounts) $ $ $

Sales 201,866 184,428 177,773
Gross profit 84,121 79,402 74,214
Gross profit (% of sales) 41.7% 43.1% 41.7%
Selling general and administrative expenses 58,207 54,383 50,798
Earnings before interest, taxes, amortization, unrealazsdon

derivative financial instruments and unusual items 25,914 25,019 23,416

Net unrealized loss on derivative financial instrureemtd unusual items  (10,704) (301) (213)

Net and comprehensive earnings 3,124 10,579 9,074
Net earnings excluding other loss and unusual items 10,574 10,780 9,217
Earnings per share — basic and fully diluted - Class A $0.22 $0.73 $0.63
Earnings per share — basic and fully diluted - Class B $0.19 $0.63 $0.54
Dividend per share — Class A (annual) $0.330 $0.300 $0.253
Dividend per share — Class B (annual) $0.288 $0.261 $0.220

Sales increased 9.5% for the nine months ended December 31,a200&ed to the comparable prior year period due to
higher sales of the Company’s premium wines sold through #iieocCompany’s trade channels, the acquisition of WVI,
and new product launches occurring during 2008 and 2007. The &ioguddi WVI contributed sales of $5.8 million
during nine months ended December 31, 2008.

During 2007 and 2008 the Company launched a number of new products thmamwgtcial liquor stores and the
Company’s network of retail stores. The Company has contitaugdest in its sales and marketing efforts with i to
grow sales volumes of its products through new and increasedtiaing and promotional initiatives in all trade channels,
increased sales staff focused on the licensee chanmestment in the new Aisle 43 retail stores, trainingetdil staff,
and additional investments to increase tourism at its estaggi®gn

Gross profit as a percentage of sales was 41.7% in the first ninesnodriiscal 2009 compared to 43.1% and 41.7% in the
prior year periods, respectively. The decrease insgposfit in fiscal 2009 was due to increases in both domgsipe
costs, wine purchased on international markets, theedse in value of the Canadian dollar in the period and higher
packaging costs.

Selling and administrative expenses have increased ovéasthéaree years due primarily to costs related tuiadions,
including WVI, and enhanced sales and marketing effortdliof the Company’s trade channels. As a percenthgales
on a comparable basis, selling and administrative expenses were tressarfiscal 2008.
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As a result of the higher sales, partially offset by logerss profit margins and higher costs, earnings befdeeest,
taxes, amortization, other income (loss) and unusual items T&Btose 3.6% to $25.9 million in the first nine months of
fiscal 2009 compared to $25.0 million and $23.4 million in the comparative péamifidsal 2008 and 2007, respectively.

Amortization expenses increased 5.7% in the first nine maftfiscal 2009 compared with the same period in the prior
year due primarily to acquisitions and the Hillebrand asgfmmn which occurred in fiscal 2008 while interest expense
increased slightly primarily due to higher debt levedsdito finance acquisitions and higher inventory levélhvwere
partially offset by lower rates of interest.

The Company incurred a non-cash loss in fiscal 2009 of appretin®10.1 million related to the unrealized loss on
mark-to-market adjustments on an interest rate swapaeijf exchange contracts. Under CICA accounting standards,
these financial instruments must be reflected in the gamryis financial statements at fair value each repogrpd. In

the comparative period in fiscal 2008 a loss of approxim&@ll million was recognized. In addition, unusual charges of
$0.6 million were recorded in fiscal 2009 resulting from a $0.Miomiwrite-off of deferred financing costs and $0.2
million related to carrying charges for the Companyist®Moody facility. In fiscal 2008, the carrying charges lom Port
Moody facility were $0.2 million. The Company closed its Rddody B.C. winery effective December 31, 2005 and is
holding the facility for sale.

The Company’s effective income tax rate was higher ddisegl 2009 compared to the prior year due to the reduition
future federal income tax rates which were recordethguhe third quarter of fiscal 2008 and amounted to $0.75omilli
Excluding the reduction in future income tax rates during fiscal 200&ffinetive income tax rate is lower in fiscal 2009.

Net and comprehensive earnings, not including the impact otliee losses and unusual items and the impact of future
federal income tax rate reductions, were $10.6 million for theriing months of fiscal 2009 compared to $10.0 million in
fiscal 2008 and $9.1 million in fiscal 2007. Including the impact of the ébkses and unusual items, net earnings and
comprehensive earnings for the nine months ended December 31, 2008 was B8 bm$0.22 per Class A share
compared to $10.6 million or $0.73 per Class A share last year.

As a result of the current economic situation, the Company has exjgeti@lecline in the rate of growth of sales which is
expected to continue into fiscal 2010. The impact of this declimetisxpected to be material. In addition, the decline in
the value of the Canadian dollar has put pressure os grofit. The Company uses foreign exchange contracts to protect
against changes in foreign currency rates. The Company continuenishys its selling and administrative expenses to
reduce costs and improve efficiencies. With the decline in sadedtgand increased costs due to higher priced domestic
grapes and the decline in the value of the Canadian dollar, the Cpwmifidse aggressive in ensuring that selling and
administrative costs are balanced with changes in grofit pfhe general decline in interest rates in Canada is being
offset by increases in credit spreads by Canadian banks.

Quarterly Performance (unaudited)

($000) except per share amounts Q309 Q209 Q109 Q408 Q308 Q208 Q108 Q4 07 Q3 07

$ $ $ $ $ $ $ $ $
Sales 72,892 69,356 59,618 52,702 66,052 61,236 57,140 50,4163,225
Gross profit 30,083 29,102 24,936 23,325 28,740 26,196 24,466 20,8926,340
Gross profit (% of sales) 41.3% 42.0% 41.8% 44.3% 43.5% 42.8% 42.8% 41.4%41.7%
EBITA 10,436 8,294 7,184 4,689 9,823 7,765 7,431 4,249 9,286
Net unrealized loss on derivative (9,412) (1,073) (219) (417) (221) (394) 314 7 (15)
financial instruments and unusual items
Net and comprehensive earnings (1,973) 2,444 2,653 802 5,013 2,652 2,914 398 4,142
EPS — Class A basic & diluted ($0.13) $0.17 $0.18 $0.05 $0.35 $0.18 $0.20 0.02 0.29
EPS - Class B basic & diluted ($0.12) $0.15 $0.16 $0.05 $0.30 $0.16 $0.17 0.02 0.25

The third quarter of each year is historically the strongesting of sales, gross profit and net and comprehensive earnings
due to increased consumer purchasing of the Company’s producis ithér holiday season. Sales for the quarter increased
by 10.4% to $72.9 million due to strong sales of blended varietalwabés and the impact of acquisitions. Gross profit
declined to 43.1% due to the lower value of the Canadian dailldrirecreased costs for domestic grapes and wine
purchased on international markets. Net and comprefee@ainings in the third quarter of fiscal 2009 were impklate
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the $9.4 million non-cash loss recorded related to the mealired loss on mark-to-market adjustments on a@mest rate
swap and on foreign exchange contracts as discussed aboemd\simprehensive earnings, not including the impact of
the other losses and unusual items and the impactwkftederal income tax rate reductions, were $4.6 milliortHfer
third quarter of fiscal 2009 compared to $4.3 million in fiscal 2008.

Liquidity and Capital Resources (unaudited)

As at December 31, March 31,
($000) 2008 2008
$ $

Current Assets 145,090 121,954
Property, Plant & Equipment 101,860 94,480
Goodwill 45,684 36,171
Other Assets 7,121 7,139
Total Assets 299,755 259,744
Current Liabilities 108,789 95,345
Long-Term Debt 72,911 46,412
Long term Derivative Financial Instruments 5,857 534

Employee Future Benefits 2,950 3,167
Future Income Taxes 8,102 11,606
Shareholders’ Equity 101,146 102,680
Total Liabilities & Shareholders’ Equity 299,755 259,744

The changes to the Company’s balance sheet at Dec8hb2008 compared to March 31, 2008 are primarily due to the
acquisitions of Rocky Ridge, WVI and SWM, the adoption of £ldandbook Section 3031 “Inventories”, and a
refinancing of the Company’s debt. The Company invested apprietyn®l1.0 million in the acquisition of WVI, $4.0
million in the purchase of the remaining 50% interedRatky Ridge, and $1.6 million in the acquisition of SWM during
the first nine months of fiscal 2009.

As at December 31, 2008 total bank indebtedness increased to #iia® compared to $111.9 million at the end of
fiscal 2008. The increase was due primarily to the adtpris of WVI, Rocky Ridge and SWM during 2009, an increase
in levels of inventories and by investments in property, plant anigregnt during the period.

On May 15, 2008 the Company refinanced its borrowings from the Bank of @bnifhe Company’s term credit facilities
were combined into a seven year term bank loan in the ard®80.0 million. The facility requires monthly principal
payments of $0.4 million plus interest and matures on April2BA5. The proceeds of the loan were used to repay
operating facilities and provide additional capital for acqoisit

Inventory increased by $14.3 million principally due to thesésir of the 2008 grape crop which increased inventories by
$25.5 million, purchases of wine on international marketsmtially offset by increased sales. Inventory alsoeased

by $1.3 million as at December 31, 2008 due to the impact ofcipgisition of WVI. Inventory is dependent on the
increased use of domestically grown grapes which areinsbe sale of premium and ultra-premiums wines which are
aged for a longer period than imported wine. These grapetypically aged for one to three years before éineysold.

The cost of domestically grown grapes is also significanitier than wine purchased on international markets.

Accounts receivable are predominantly with provincial ligboards and to a lesser extent licensed establishments and
independent retailers of consumer made wine kits. Accoeotsvable increased during the period by $6.2 million due to
the acquisition of WVI and SWM and higher sales through aktichannels. The Company has $14.7 million dollars of
accounts receivable with provincial liquor boards for Wwhim allowance is required. The balance of $14.6 million
represents amounts due from licensees, export customgrsx@ependent retailers of consumer made wine kits. The
amount of the accounts receivable that is beyond 60 days is $2.7 millioms®feise amounts, an allowance for doubtful
accounts of $0.5 million has been provided which the Companydi@smined to represent a reasonable estimate of
amounts that may not be collectible.



The following table outlines the Company’s contractual obligatimatuding long-term debt, operating leases, and
commitments on short-term forward foreign exchange contractdasedige the currency risk on US dollar purchases.

<1 2-3 4-5 >5
As at December 31, 2008 ($,OOC) Total year years years years
Long-Term Bank Loan 79,345 6,158 11,492 10,667 51,028
Operating Leases 19,061 4,439 5,728 1,749 7,145
Pension Obligations 5,707 847 2,541 1,694 625
Long-Term Grape Contracts 357,461 25,845 51,637 51,179 228,800
Total Long-Term Obligations 461,574 37,289 71,398 65,289 287,598

The ratio of debt to equity excluding the impact of the interéstswap and foreign exchange contracts increased to 1.36:1
at December 31, 2008 compared to 1.07:1 at December 31, 2007 and 1.09:1 at March 31, 2008. At December@1, 2008, 1
Company had unused debt available in the amount of $11.2 million on ilsdédoan facility.

While credit markets continue to tighten in recent montlaagement has successfully refinanced its long-tebnvaden

the Bank of Montreal on May 15, 2008. The long-term debt matures on April 30, 20E5Coftpany’s operating facility

is on a demand basis with the Royal Bank of Canada. ®lial Bank of Canada has indicated that it is preparedate

the operating facility a one year committed facility atighér interest rate. The Company is currently reviewing its
options.

Management expects to generate sufficient cash flow &perations to meet its debt servicing, principal paymedt an
working capital requirements over both the short andahg term through increased profitability and strong management
of working capital and capital expenditures. In additiorstated above, the Company closed its Port Moody B.C. winery
effective December 31, 2005 and is holding the facilitystle. The proceeds from the sale will be used to redutde ba
indebtedness.

During the first nine months of fiscal 2009, the Company gestredish from operating activities, after changes in non-
cash working capital items, of $1.0 million compared to $5.6 millioihé same period last year. Cash flow from operating
activities decreased due to negative changes in nonweadting capital items, specifically to increases ttaunts

receivable and inventories partially offset by an in@eaism accounts payable and accrued liabilities.

Investing activities of approximately $24.3 million were maulé¢hie first nine months of fiscal 2009 compared to $11.7
million in the prior year. The increase during the fitste months of fiscal 2009 is primarily related to the $12ilbom
acquisition of WVI, a $4.0 million investment in acquiring the remaining 50%®ocky Ridge, and $1.6 million invested in
the acquisition of SWM. Excluding these items, capital spending was $lichrfor the nine months ended December 31,
2008 compared to $11.7 million last year. There were no investinectsnpleting acquisitions through the nine months
ended December 31, 2007.

Working capital as at December 31, 2008 was $36.3 million coahpar®24.4 million as at December 31, 2007 and $26.6
million at March 31, 2008. Shareholders’ equity as at December 31,vZ98101.1 million or $6.79 per common share
compared to $102.7 million or $6.89 per common share at March 31, 2008.@3® million or $6.91 per share as at
December 31, 2007. Excluding the after-tax impact of the nmankatrket adjustments on interest rate swaps anifore
exchange contracts, shareholders’ equity at December 31, 2008 avoaltht to $108.2 million or $7.27 per common
share.

The dividend on Class A shares increased 10% from $0.30§haez to $0.330 per share effective June 30, 2008. The
dividend on Class B shares increased 10% from $0.261 per share to $0.288gper shar

Common Shares Outstanding

The Company is authorized to issue an unlimited numb€lass A and Class B common shares. Class A shaewar
voting and are entitled to a dividend in an amount equal $86 of any dividend paid or declared on Class B shatass C
B shares are voting and convertible into Class A shares on a eoeeftrasis.

Shares outstanding Feb 5, 2008 Dec 31, 2008 March 31, 2008
Class A shares 11,888,241 11,888,241 11,888,241
Class B shares 3,004,041 3,004,041 3,004,041
Total 14,892,282 14,892,282 14,892,282




Strategic Outlook and Direction

Andrew Peller Limited is committed to a strategy of growth theuses on the expansion of its core business as a producer
and marketer of quality wines and craft beer throughdimeelopment of leading brands that meet the needs of our
consumers and customers.

The Canadian wine market has grown over the past thegs glae primarily to positive demographic trends andhife s

in consumer preference to premium wines. However, thee sifathe market held by domestic producers has declined
moderately. Imports of premium and ultra-premium wines haseased as consumers favoured higher-priced varietal
wines over lower-priced blended table wines. Andrew Peli@ited has increased its product development and sales and
marketing initiatives aimed at capitalizing on this growing trend

During the third quarter of fiscal 2009 the Company beganxperence slight weakness in certain trade channels,
specifically its consumer made wine business, estaterwiand restaurant sales due to the recent economiergesd
being experienced across North America and its impacbosumer spending. In addition, the Company is experiencing
revenue growth in increased sales of blended varieta tibkes which produce lower margins than ultra-premiines.

The Company will continue to closely monitor its costs aildreact if there is any further significant detedtion in its
trade channels.

Marketing and sales support will be focused on key brandsasotss the country, and management expects sales and
marketing expenses for 2010 to be similar to those in 2009. dhed&hy expects to invest in capital expenditures to
support its ongoing commitment to producing the highest-quality wines.

Investments made over the past few years are expectamhtinue to result in increased sales and improvedtadviity
going forward. In addition, recent initiatives have ledtoincrease in export sales of the Company’s premndrubra-
premium wines, particularly icewine.

Following the acquisition of Cascadia, management begamprieess of rationalizing and integrating its two British
Columbia facilities to capture production and overhead siggrlylanagement expects the integration to be completed by
April 30, 2009.

From time to time the Company evaluates investment oppesinincluding acquisitions, which could support its
strategic direction.

Despite the recent economic slowdown in Canada, the Congpgoegts it will maintain or modestly grow its sales whil
gross profits are expected to remain stable at cutesais. The Company's product portfolio covers the complete
spectrum of price levels within the Canadian wine masket expects that while there may be a modest reduiction
purchases of ultra-premium wine; this is expected to higatéd by an increase in sales of non-VQA varietalesi In
addition, the Company will be accelerating its effoaggénerate production efficiencies and reducing overhead costs t
enhance its overall profitability.

Risks and Uncertainties
The Company is subject to a number of risks and uncertintiined in the Company’s 2008 Annual Report and other
securities filings.

Evaluation of Disclosure Controls and Procedures and Intmal Control over Financial Reporting

Disclosure Controls and Procedures

Disclosure controls and procedures are designed to provistnedae assurance that all relevant information relating to the
operation of the Company and its consolidated subsidiarigathered and provided to senior management, including th
President and Chief Executive Officer (“CEQ”) and Chtafancial Officer (“CFQO”), on a timely basis so thatdens

can be made regarding the Company’s disclosure toubkcp As at February 5, 2009, the CEO and the CFO of the
Company have evaluated the system of disclosure controfgracedures in the Company and its consolidated subsidiaries
as set out by Canadian Securities Laws. Based omvhhiation, the CEO and CFO have concluded that thioslise
controls and procedures were effective in providingaealsle assurance that information required to be disdlin the
Company’s annual and interim filings and other reporedfibr submitted under Canadian securities laws isrded,
processed, summarized and reported within the time &apecified by those laws and that material informai
accumulated and communicated to management of the Compelngirig the CEO and CFO, as appropriate to ensure the
timely disclosure of that information.



Internal Controls over Financial Reporting

Internal controls over financial reporting are procedutesigned to provide reasonable assurance that transaatmns
properly authorized, assets are safeguarded against urnzedhor improper use, and transactions are properly recorded
and reported. A control system, no matter how wellgiesl and operated, can provide only reasonable, not absolute,
assurance with respect to reliability of financial repaytind financial statement preparation.

The Company’s CEO and CFO have concluded that internatot®river financial reporting are designed to provide
reasonable assurance regarding the reliability ofnfiiz reporting and the preparation of the financiatesnents in
accordance with Canadian generally accepted accountprgnciples as of December 31, 2008.

During the nine months ended December 31, 2008, there have bawtar@l changes in the Company’s internal control
over financial reporting that materially affected or wekelij to affect, the Company’s internal control systems.



ANDREW PELLER LIMITED
CONSOLIDATED BALANCE SHEETS

These financial statements have not been reviewed by our auditors December 31 March 31
2008 2008
(expressed in thousands of Canadian dollars) $ $
Assets
Current Assets
Accounts receivable 29,276 23,072
Inventories 108,083 93,817
Prepaid expenses and other assets 5,114 4,242
Income taxes recoverable 2,617 823
145,090 121,954
Property, plant and equipment 101,860 94,480
Goodwill (note 3) 45,684 36,171
Other assets 7,121 7,139
299,755 259,744
Liabilities
Current Liabilities
Bank indebtedness 58,836 57,722
Accounts payable and accrued liabilities 37,860 29,272
Dividends payable 1,197 1,088
Current derivative financial instruments (note 4) 4,738 432
Current portion of long - term debt (note 4) 6,158 6,831
108,789 95,345
Long-term debt (note 4) 72,911 46,412
Long-term derivative financial instruments (note 4) 5,857 534
Employee future benefits 2,950 3,167
Future income taxes 8,102 11,606
198,609 157,064
Shareholders' Equity
Capital Stock 7,375 7,375
Retained Earnings 93,771 95,305
101,146 102,680
299,755 259,744

The accompanying notes are an integral part of these interim consolidated financial statements



ANDREW PELLER LIMITED

Consolidated Statements of (Loss) Earnings, Comprehensive (Loss) Earnings and Retained Earnings
These financial statements have not been reviewed by our auditors

(expressed in thousands of Canadian dollars) For the Three Months Ended For the Nine Months Ended
December 31 December 31
2008 2007 2008 2007
$ $ $ $
Sales 72,892 66,052 201,866 184,428
Cost of goods sold, excluding amortization 42,809 37,312 117,745 105,026
Gross profit 30,083 28,740 84,121 79,402
Selling and administration 19,647 18,917 58,207 54,383
Earnings before interest and amortization 10,436 9,823 25,914 25,019
Interest 1,828 1,519 4,735 4,383
Amortization of plant, equipment and intangibles 2,049 1,847 5,985 5,665
Earnings before other items 6,559 6,457 15,194 14,971
Net unrealized loss on derivative financial intruments (8,969) (118) (10,147) (74)
Unusual items (443) (103) (557) (227)
Earnings (loss) before income taxes (2,853) 6,236 4,490 14,670
Provision for income taxes
Current 1,810 1,945 4,385 4,670
Future (2,690) (722) (3,019) (579)
(880) 1,223 1,366 4,091

Net and comprehensive (loss) earnings for the period (1,973) 5,013 3,124 10,579
Retained earnings- Beginning of period 96,941 91,666 95,305 88,147
Impact of adopting accounting pronouncements on April 1, 2007 - - - 128
Impact of adopting accounting pronouncement on April 1, 2008 (note 1) - - (1,067) -
Retained earnings- Beginning of period as restated 96,941 91,666 94,238 88,275
Dividends:
Class A and Class B (1,197) (1,088) (3,591) (3,263)
Retained earnings - End of period 93,771 95,591 93,771 95,591
Net (loss) earnings per share
Basic and diluted

Class A shares (0.13) 0.35 0.22 0.73

Class B shares (0.12) 0.30 0.19 0.63

The accompanying notes are an integral part of these interim consolidated financial statements
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ANDREW PELLER LIMITED

Consolidated Statements of Cash Flows

These financial statements have not been reviewed by our auditors For the Three Months Ended For the Nine Months Ended
(expressed in thousands of Canadian dollars) December 31 December 31
2008 2007 2008 2007
$ $ $ $

Cash provided by (used in)

Operating activities

Net (loss) earnings for the period (1,973) 5,013 3,124 10,579
Iltems not affecting cash:
Amortization of plant, equipment and intangibles 2,049 1,847 5,985 5,665
Employee future benefits (14) (627) (217) (814)
Net unrealized loss on derivative financial instruments 8,969 118 10,147 74
Future income taxes (2,690) (722) (3,019) (579)
Write-off of deferred financing costs 366 - 366 -
Amortization of deferred financing costs 51 39 144 112
6,758 5,668 16,530 15,037
Changes in non-cash working capital items related to operations (note 5) (8,131) (11,856) (15,208) (9,435)
(1,373) (6,188) 1,322 5,602

Investing activities

Acquisition of businesses (note 3) (1,610) - (16,582) -
Purchase of property and equipment (2,258) (2,640) (7,689) (11,732)
(3,868) (2,640) (24,271) (11,732)

Financing activities

Increase in deferred financing costs (17) - (304) -
Increase in bank indebtedness 7,789 11,392 1,113 10,180
Increase in long-term debt (note 4) - - 29,036 3,470
Repayment of long-term debt (1,334) (1,477) (3,414) (4,428)
Dividends paid (1,197) (1,087) (3,482) (3,092)

5,241 8,828 22,949 6,130

Cash at beginning and end of period - - - -

Supplemental disclosure of cash flow information

Cash paid during the period for
Interest 2,190 1,380 4,846 4,067

Income taxes 2,199 960 4,558 4,254

The accompanying notes are an integral part of these interim consolidated financial statements

Notes to the Interim Consolidated Financial Statements
December 31, 2008 and 2007
(in thousands of dollars, except per share amounts)

UNAUDITED
1. Summary of Significant Accounting Policies

The interim consolidated financial statements have been prejaaccordance with accounting principles generally accept@dniada. The
note disclosure for these interim consolidated financiamstents only presents material changes to the disclosumel in the Company’s
audited consolidated financial statements for the years endedh@1, 2008 and 2007. These interim consolidated finandiaingats should
be read in conjunction with those consolidated financial staisnend follow the same accounting policies as the auditesblidated
financial statements except as disclosed below. In pih@on of management, the accompanying unaudited interim lodeisal financial
statements contain all adjustments necessary to presgntifeall material respects the financial positionttoé Company as at December 31,
2008 and for the three and nine-month period then ended.

Recently adopted accounting pronouncements

On April 1, 2008 the Company adopted the Canadian Instit@aaftered Accountants (CICA) handbook Sections 3031 “Inventories,”
Section 3862 “Financial Instruments - Disclosures,” Se@®@63 “Financial Instruments — Presentation” and Section 1538itaC
Disclosures.”
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a) Inventories

On April 1, 2008 the Company adopted the CICA Handbook Section 3@8&ntbries”. This pronouncement provides guidance on the
determination of cost and its subsequent recognition as angxgncluding any write-down to net realizable valuealstt provides guidance

on the cost formulas that are used to assign costsé¢atories and is effective for the Company’s fiscatydreginning on April 1, 2008. As
required, this standard has been adopted prospectively eqpduaiive amounts have not been restated. The change pregomielates to
changes in the application of overhead cost allocations|koama finished goods inventory. As a result, on adoptiorhisfdtandard, the
Company recorded an adjustment on April 1, 2008 to reduce imestoyi$1,552, reduce future income taxes by $485, and reduce opening
retained earnings by $1,067.

b) Financial Instruments Presentation and Disclosures, an@apital Disclosures

On April 1, 2008 the Company adopted CICA handbook Section 3862 “kahéimstruments - Disclosures,” section 3863 “Financial
Instruments — Presentation” and section 1535 “Capital Dig@es These sections require additional disclosuresisuling the Company’s
financial instruments and capital. The following discloswee required under the new pronouncement:

Interest Rate Risk

The Company’s interest rate risk arises mainly fronirtezest rate impact on our cash, floating rate detbtiasterest rate swap. Our interest
rate management policy is to borrow at fixed ratesatcimthe duration of long lived assets. Floating naneling is used for short term
borrowing.

The Company has fixed interest on long-term debt at 5.64%Apnil 30, 2015 by entering into an interest rate swape Tompany's short-
term borrowings are funded using a floating interestamateas such are sensitive to interest rate movemestat Pecember 31, 2008, with
other variables unchanged, a 1% change in interest rates iwmaldt the Company’s net earnings by approximately $350, exelasthe
mark to market adjustments on the interest rate swap.

Credit Risk

The Company’s exposure to credit risk is very limiteded@risk for trade receivables is monitored throughbdistzed credit monitoring
activities. Over 50% of the Company’s accounts recedvablance relates to amounts owing from Canadian praVirguior boards.
Excluding accounts receivable from Canadian provincial liquarcbamounts, the Company does not have a significant conamtfatredit
risk with any single counterparty or group of counterparfigse maximum exposure to credit risk is equal to the cagryalue of the financial
assets.

Amounts owing from Canadian provincial liquor boards regené $14,740 of the $29,276 in total accounts receivablegfoh no allowance
is required. Of the remaining non provincial liquor boardrxa@a, $2,734 had aged over sixty days as of December 31, 20G@8lowance
for doubtful accounts of $504 has been provided against these acceneivable amounts which the Company has determinepréseat a
reasonable estimate of amounts that may be uncollectible.

Liquidity Risk

The Company manages liquidity risk by maintaining adequatearad cash equivalent balances and by appropriately utilizitige of credit.
Company management continuously monitors and reviews bothl actd forecasted cash flows and matches the matuofile of financial
assets and financial liabilities. Accounts payable arergéiy due within 30 days and long-term debt payment reongnts are disclosed in
note 4.

The following table outlines the Company’s contractualgattions, including long-term debt, operating leases, and tamemts on short-term
forward foreign exchange contracts used to hedge the cumiskhon U.S. dollar purchases as at December 31, 2008.

<1 2-3 4-5 >5
Total Year Years Years Years

Long-term debt 79,345 6,158 11,492 10,66%1,028
Operating leases 19,061 4,439 5,728 1,749 7,145
Pension obligations 5,707 847 2,541 1,694 625
Long-term grape contracts 357,461 25,845 51,637 51,179 228,800
Total contractual obligations 461,584,289 71,398 65,289 287,598

Foreign Exchange Risk

The Company'’s foreign exchange risk arises on the purchasgkokine and concentrate which are made in U.S. dollar&ames. The
Company’s strategy is to hedge approximately 50% - 809% @driéign exchange requirements prior to the beginningaf éscal year. The
Company has entered into a series of foreign exchangectsndis a hedge against movements in U.S. dollar ancekthiange rates. These
contracts are reviewed regularly. A one percent chantieivalue of the U.S. dollar and Euro would impact the Cogpaet earnings by
approximately $100 and $30 respectively.
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Capital Disclosures

The Company’s objective when managing capital is to safeighe Company’s ability as a going concern, to prasidadequate return to
shareholders and to meet external capital requirementsrafeot and credit facilities. Unfunded capital expenditaredimited to $10,000 on
an annual basis and this is reviewed quarterly.

As part of the existing debt agreement, three key finanoisnants are monitored on an ongoing basis by managenessiure compliance
with the agreement as follows:

e Funded debt to a rolling twelve month EBITDA
e Working capital ratio
e Fixed charge coverage ratio

In order to facilitate management of its capital requests, the Company prepares annual budgets that are updatedsssuryedepending on
various factors including general industry conditions. The drugiget is approved by the Board of Directors. As aebder 31, 2008, the
Company has remained in compliance with all externalrgralgreement covenants.

Recently Issued Accounting Pronouncements

International Financial Reporting Sandards

In February 2008, the Canadian Accounting Standards Board comfin@iethe use of International Financial Reporting StanddfRS”)

will be required for Canadian publicly accountable compaiiefisical years beginning on or after January 1, 2011. Thep&oay is currently
evaluating the impact of adopting IFRS.

Goodwill and Intangible Assets

In February 2008, The Canadian Institute of Chartered Accourganed Section 3064, “Goodwill and Intangible Assets” whiplaoes
Section 3062, “Goodwill and Other Intangible Assets”. The stawdard provides guidance on the recognition, measurameisclosure of
goodwill and intangible assets and is effective for anpeabds beginning on or after October 1, 2008. The Compamnyrisntly evaluating
the impact of adopting this standard.

2. Seasonality

The third quarter of each year is historically the steshgn terms of sales, gross profit and net earningsodnereased consumer purchasing
of the Company’s products during the holiday season.

3. Acquisitions

On June 13, 2008 the Company acquired 50% of the shares of Rdgey\Rneyards Inc. (“Rocky Ridge”) of Oliver, Britistolimbia for
consideration of $4,016, including acquisition costs. The Compawously owned 50% of the shares of Rocky Ridge andesul of this
transaction Rocky Ridge becomes a wholly-owned subsididhedCompany. The allocation of purchase price is prelnyiaad is based on
management'’s estimates of the fair value of the aasqtsred and liabilities assumed. Management is currelnitiyning fair market values
for the net assets acquired, including the estimated remgaiseful lives. Details of net assets acquired af@lawss: vineyards - $4,400;
goodwill - $219; bank indebtedness — ($603). This transaction wasraed for using the purchase method. The results of aper&iave
been fully consolidated with those of the Company’s dffeciune 14, 2008.

On June 30, 2008 the Company’'s wholly-owned subsidiary, 1773008 @iniaracquired 100% of the common shares of World Vintmers |
for consideration of $10,956, including acquisition costs. Tbeadion of purchase price is preliminary and is based aragenent’s
estimates of the fair value of the assets acquirediaitities assumed. Management is currently obtainagniarket values for the net assets
and intangible assets acquired, including the estimated riewpaiseful lives. Details of net assets acquired basguieiminary allocations

are as follows: accounts receivable - $1,170; invento84s269; income taxes recoverable - $1,625; property, plant afghent - $844;
intangible assets - $380; goodwill - $8,125; other assets a$¢@unts payable and accrued liabilities — ($2,529). Tdmsdction was
accounted for using the purchase method. The results otioperaave been included in the consolidated financial stateroktie

Company, effective July 1, 2008.

On October 8, 2008 the Company acquired 100% of the outstasitings of The Small Winemakers Collection Inc. of ToraDtdario for
consideration of $1,610 including acquisition costs. The altwcaf purchase price is preliminary and is based on managsrestimates of
the fair value of the assets acquired and liabilitiesrass. Management is currently obtaining fair marketasfor the net assets and
intangible assets acquired, including the estimated remaisifyl lives. Details of net assets acquired basedetimprary allocations are as
follows: accounts receivables - $632; property, plant angswant - $34; other assets - $36; goodwill - $1,169; accounts pagadblaccrued
liabilities - $261. This transaction was accounted fanguthie purchase method. The results of operations havéncketed in the
consolidated financial statements of the Company, éfé=@ctober 9, 2008.

The value assigned to goodwill in all three acquisitiomoisdeductible for tax purposes.
4. Long-term Debt and Derivative Financial Instruments
On May 15, 2008, the Company’s four existing term loans wetaaed with one seven year variable rate term fadilithe amount of

$80,000. The new term loan is repayable in monthly principahpats of $444 plus interest and matures on April 30, 20Lbseguent to the
repayment of the old term loans, the Company unwound the theeesintate swaps related to the term loans. The Conepéengd into a new
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interest rate swap which effectively fixes the interagt on the $80,000 term loan at 5.64% for the term afebeeffective July 2, 2008.

However, the Company does not apply hedge accounting to thesest rate swaps. Accordingly mark-to- market loes88,929 and

$9,629, for the three and nine month periods were recordmeythearnings respectively.

As part of the acquisition of Rocky Ridge, on June 13, 200€bmpany issued a promissory note to the seller of RRicige in the amount
of $1,650. The note incurs interest at 6% compounded annually emeigaid in two equal annual installments of principaliarelest on

June 13, 2009 and June 13, 2010.
5. Changes in Non-Cash Working Capital Items
The change in non-cash working capital items is comprisdueafttange in the following items:

For the Three Months
Ended December 31,

For the Nine Months
Ended December 31,

2008 2007 2008 2007
$ $ $ $
Accounts receivable 1,077 (339) (4,402) (4,422)
Inventories (13,368) (8,824)  (14,549) (8,165)
Prepaid expenses and other assets 498 201 (1,283) (70)
Accounts payable and accrued liabilities 4,052 2,06 5,200 2,806
Income taxes recoverable (390) 1,712 (174) 416

(8,131) (11,856)

6. Comparative Figures

(15,208)  (9,435)

Certain of the prior year balances have been restatmshtorm with the current year’s presentation.

Corporate Office:Andrew Peller Limited
697 South Service Road
Grimsby, Ontario L3M 4E8
Tel: (905) 643-4131 Fax: (905) 643-4944

For further information, contact:

Peter B. Patchet

Chief Financial Officer and Executive ViPeesident Human Resources
Tel: 905-643-4131 Ext. 2210

“Joseph A. Pellel

Joseph A. Peller
Chairman
February 5, 2009
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As tiny and delicate as these bubbles are, there 1s something quite extra-
ordinary about each and every one of them. Every bubble is caressed with

our finest Icewine, creating a sparkling wine that is luxuriously inviting.
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