MANAGEMENT'S REPORT AND
INTERIM CONSOLIDATED FINANCIAL
STATEMENT
FOR THE THREE MONTHS ENDED JUNE 30, 2008

The following management’s discussion and analysis (‘MD&g'pvides a review of corporate developments,
results of operations and financial position for the thmeaths ended June 30, 2008 in comparison with those for the
three months ended June 30, 2007. This discussion is preparedAagust 6, 2008 and should be read in
conjunction with the financial statements for the periodeel June 30, 2008 and 2007, and the audited consolidated
financial statements for the years ended March 31, 2008 anchgd@lie accompanying notes contained therein. All
dollar amounts are expressed in Canadian dollars unlessvisiaéndicated.

FORWARD-LOOKING INFORMATION

Certain statements in this Management's Discussion &yAisamay contain “forward-looking statements” withireth
meaning of applicable securities laws, including the “safeduarprovisions” of the Securities Act (Ontario) with
respect to Andrew Peller Limited (‘APL’ or the ‘Compdngnd its subsidiaries. Such statements include, but &re no
limited to, statements about the growth of the businedighih of the Company’s recent acquisitions; its launch of
new premium wines; sales trends in foreign marketsujplg of domestically grown grapes; and current economic
conditions. These statements are subject to certain rsskanptions and uncertainties that could cause actual results
to differ materially from those included in the forwaobking statements. The words “believe”, “plan”, “intend”,
“estimate”, “expect” or “anticipate” and similar expriess, as well as future or conditional verbs such as “will”,
“should”, “would” and “could” often identify forwardboking statements. We have based these forward-looking
statements on our current views with respect to futuesite and financial performance. With respect tovéod-
looking statements contained in this MD&A, the Company hagemassumptions and applied certain factors
regarding, among other things: future grape, glass bottle ar@psices; its ability to obtain grapes, imported wine,
glass and its ability to obtain other raw materials;tihations in the U.S./Canadian dollar exchange rateshiltty to
market products successfully to its anticipated custontbesjrade balance within the domestic Canadian wine
market; market trends; reliance on key personnel; protectioits ointellectual property rights; the economic
environment; the regulatory requirements regarding produaiagketing, advertising and labeling of its products;
the regulation of liquor distribution and retailing in @mo; the application of federal and provincial environmental
laws; and the impact of increasing competition.

These forward-looking statements are also subject toithe and uncertainties discussed in the “Risk Factors”
section and elsewhere in this MD&A and other risks detdiledh time to time in the publicly filed disclosure
documents of the Company which are available at www.sentar. Forward-looking statements are not guarantees of
future performance and involve risks, uncertainties andngsisons which could cause actual results to differ
materially from those conclusions, forecasts or primastanticipated in these forward-looking statements.abse

of these risks, uncertainties and assumptions, you shouldlacé undue reliance on these forward-looking
statements. The Company’s forward-looking statementshade only as of the date of this MD&A, and except as
required by applicable law, Andrew Peller Limited undertai@sbligation to update or revise these forward-looking
statements to reflect new information, future eventsroumstances.

Overview

Andrew Peller Limited (‘APL’ or the ‘Company’) is a léad producer and marketer of quality wines in Canada.
With wineries in British Columbia, Ontario and Nova Scotlee Company markets wines produced from grapes
grown in Ontario’s Niagara Peninsula, British Columbi@kanagan and Similkameen Valleys and from vineyards
around the world. The Company’s award-winning premium and-pfgaium brands include Peller Estates, Trius,
Hillebrand, Thirty Bench, Croc Crossing, XOXO, Sandh@lopper Moon, Calona Vineyards Artist Series VQA
wines and Red Rooster. Complementing these premium bramds rarmber of popular priced products including
Hochtaler, Domaine D’Or, Schloss Laderheim, Royal and Sstmm



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

The Company also owns and operates Vineyards Estate Wida&/ineCountry Vintners, independent wine retailers
in Ontario with more than 100 well-positioned retail kmas. The Company also markets craft beer under the
Granville Island brand. The Company’s products are soldpriggntly in Canada.

The Company has taken decisive steps to increase its foche pretnium and ultra-premium wines in the Canadian
market. Premium wine sales continue to grow in Canadd,these products generate higher sales and increased
profitability compared to lower-priced table wines. In linghwihis focused strategy, over the last three years the
Company completed the acquisition of three premium and primaium wine producers — Thirty Bench Winery,
Cascadia Brands and Red Rooster Winery. With the atgnisf Cascadia, the Company decided to integrate its
Port Moody facility into Cascadia’'s Kelowna facility. @®srelated to the integration and the closure of the
Company’s Port Moody facility is being expensed as incurred.

The Company'’s stated mission is to build sales volumes pf@&mium and ultra-premium brands by delivering to its
customers and consumers the highest quality wines at the@dsesble value. To meet this goal, the Company is
investing in improvements in the quality of grapes and wiiteswinemaking capabilities and in its quality
management programs.

APL is focused on initiatives to reduce costs and enhiggpeoduction efficiencies through a continual review &f th
Company’s operations. The Company continues to expand amgjtsten its distribution through provincial liquor
boards, the Company’s network of more than 100 VineyardseBafmes, Aisle 43 and WineCountry Vintners retail
locations, estate wineries, restaurants and otherskckerstablishments. This distribution network is supported by
sophisticated sales, marketing and promotional progranaddition, the Company from time to time evaluates the
potential for acquisitions and partnerships, both in Canadairdgernationally, to further complement its product
portfolio and market presence.

On June 13, 2008 the Company acquired 50% of the shares of Rocky\Rm#yards Inc. (“Rocky Ridge”) of
Oliver, British Columbia for cash consideration of $4.0ioml, including acquisition costs. The Company previously
owned 50% of the shares of Rocky Ridge and as a result dfdhsaction Rocky Ridge became a wholly-owned
subsidiary of the Company.

On June 30, 2008 the Company acquired 100% of the common shareddiMitmers Inc. (“WVI”) a producer and
seller of high quality consumer-made wine kits. WVI's sdt® its most recently-completed financial year endsy J
31, 2007 were approximately $12.0 million. The acquisition bringth¢oCompany a dedicated network of 75
franchised wine-on-premise and retail outlets under the Wizeébrand name. WVI also produces the popular Heron
Bay brand sold through independent wine-on-premise and oettgéts across Canada. WVI was acquired for cash
consideration of $10.9 million, including acquisition costs. Thenpany expects to generate significant synergies in
its wine kit operations as a result of this acquisitidre allocation of purchase price is preliminary aniaised on
management’s estimates of the fair value of the assqgtsrad and liabilities assumed. Management is currently
obtaining fair market values for the net assets andgittée assets acquired.

As a result of continued strong performance, the Compammgased annual common share dividends effective for
shareholders of record on September 30, 2006 by 18% and a flue#ieon June 8, 2007. On June 5, 2008 the
Company announced that it would increase annual common skatends for shareholders of record on June 30,
2008. The dividend on Class A shares increased 10% from $0.388gverto $0.330 per share. The dividend on
Class B shares increased 10% from $0.261 per share to $0.288per 3iis was the third consecutive annual

increase in dividends in three years.

Financial Statements and Accounting Policies

The Company prepared its financial statements in Canadidars in accordance with Canadian generally accepted
accounting principles (GAAP). Changes to the Company’sfiignt accounting policies are summarized in Note 1

to the interim consolidated financial statements. Tleenpany also utilizes EBITA (defined as earnings before
interest, income taxes, amortization, other income ($psa®l unusual items) to measure its financial perfocman



EBITA is not a recognized measure under GAAP; however, managebatieves that EBITA is a useful
supplemental measure to net earnings, as it provides reaitlerawindication of earnings available for investment
prior to debt service, capital expenditures and income taxes.

Readers are cautioned that EBITA should not be construad alternative to net earnings determined in accordance
with GAAP as an indicator of the Company’s performance aagh flows from operating, investing and financing
activities as a measure of liquidity and cash flows. Thegamyis method of calculating EBITA may differ from the
methods by which other companies calculate EBITA and, ditggly, EBITA may not be comparable to measures
used by other companies.

Critical Accounting Estimates

During the year, management is required to make estimatedy on assumptions that are inherently uncertain.
These estimates can vary with respect to the lejaldgiment involved and ultimately the impact that these ettsna
may have on the Company's financial statements. Estimaekemed to be critical when a different estimatedcoul
reasonably be used or where changes are reasonably liketguo which would materially affect the Company’s
financial position, or results in operations. The Comyfgsignificant accounting policies are discussed in Nobé

the Notes to the Consolidated Financial Statementgatrestimates inherent in these accounting policiessat out
below.

Inventory Valuation
Inventories are valued at the lower of cost and neizeddé value. Cost is determined on an average cost basi

All inventories are counted as close as possible to ged without impacting the operations of the Company.
Management has provided an allowance for slow moving and obsoletgory which is considered to be sufficient
for potential losses.

On April 1, 2008 the Company adopted the Canadian Institutdait€ed Accountants (CICA) Handbook Section
3031 “Inventories”. This pronouncement provides guidance on therndeation of cost and its subsequent
recognition as an expense, including any write-down to adizable value. It also provides guidance on the cost
formulas that are used to assign costs to inventoriesagftective for the Company’s fiscal year beginning on April
1, 2008. As required, this standard has been adopted prespeatid comparative amounts have not been restated.
The change in carrying value predominately relates to ckaingde application of overheads in bulk and finished
goods inventory. As a result, on adoption of this standaedCbmpany recorded an adjustment on April 1, 2008 to
reduce inventories by $1,552, reduce future income taxes by $48&dane opening retained earnings by $1,067.

Intangible assets

Intangible assets primarily relate to customer contrdwtsnds and customer based relationships that have been
acquired through recent acquisitions. Management belignagtdts brands do not have a fixed or determinable life
and consequently brands are not amortized but are stibjeohual impairment tests based on a comparison of the
carrying amount to the estimated fair market valudeftrands. The amortization periods related to thosegihia
assets with finite lives are based on the expected duttitve contracts and relationships acquired. These ifi@ngi
assets will be tested for impairment when events ougistances arise that indicates impairment may exist.

Fair value of financial instruments

Accounts receivable, accounts payable and accruedtiiebiéind bank indebtedness are reflected in the consolidated
financial statements at carrying values, which apprasnfair value due to the short-term maturity of these
instruments.

Recently adopted accounting pronouncements
On April 1, 2007 the Company adopted the following Canadian Irestfu€hartered Accountants (“CICA”)
Handbook Sections:

CICA Handbook Section 1535 “Capital Disclosures” requiredlostires in the financial statements of qualitative
and quantitative information that enables users to at@lobjectives, policies and processes for managing capital
expenditures.



CICA Handbook Section 3862 “Financial Instruments — Discles’ required disclosures in the financial statements
that will enable users to evaluate: the significancenaicial instruments for the Company’s financial posiand
performance; and the nature and extent of risks arising fir@ncial instruments to which the Company is exposed
during the period and at the balance sheet date, and h@wthgany managed those risks.

CICA Handbook Section 3863 “Financial Instruments — Presentaestablished standards for presentation of
financial instruments and non-financial derivatives. saction complemented the existing CICA Handbook Section
3861 “Financial Instruments — Disclosure and Presentation”.

CICA Handbook Section 3031 “Inventories” provided guidanceherdetermination of cost and its subsequent
recognition as an expense, including any write-down toaadizable value. It also provided 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 arathfrible Assets,” which replaces Section 3062,
“Goodwill and Other Intangible Assets.” This new standaaides guidance on the recognition, measurement,
presentation and disclosure of goodwill and intangible asBeitsaccounting standard is effective for annual and
interim periods beginning on or after October 1, 2008.

International Financial Reporting Standards (“IFRS¥).February 2008, the Canadian Accounting StandardsiBoar
confirmed that the use of IFRS will be required for &tian publicly accountable enterprises for years beginning on
or after January 1, 2011. The Company will be requiredgort under IFRS beginning April 1, 2011.

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

Results of Operations (unaudited)

FOR THE THREE MONTHS ENDED JUNE 30, 2008 2007 2006

(in thousands of dollars except per share amounts) $ $ $
Sales $59,618 $57,140 55,135
Gross profit $24,936 $24,466 22,830
Gross profit (% of sales) 41.8% 42.8% 41.4%
Selling general and administrative expenses $17,752 $ 17,035 16,028
Earnings before interest, taxes, amortization, othemiec(loss) and

unusual items $7,184 $7,431 6,802
Other loss and unusual items $ (219) $314 (34)
Net and comprehensive earnings $ 2,653 $2,914 2,376
Net earnings excluding other income (loss) and unusuag item $2,802 $2,710 2,399
Earnings per share — basic and fully diluted - Class A $0.18 $0.20 $0.16
Earnings per share — basic and fully diluted - Class B $0.16 $0.17 $0.14
Dividend per share — Class A (annual) $0.330 $0.300 $0.215
Dividend per share — Class B (annual) $0.288 $0.261 $0.187

Sales increased 4.3% for the three months ended June 30, 20@Bhugher sales of the Company’s premium wines
sold through all of the Company'’s trade channels and new produnthies during 2008 and 2007. The increase is
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also the result of higher sales of premium wines dubdodturn to normal grape supply conditions in Ontario and
improved supply of wine and beer in Western Canadian markets.

During 2007 and 2008 the Company launched a number of new products tproumgitial liquor stores and the
Company’s network of retail stores. Sales of VQA wimefiscal 2007 were negatively impacted by the short crop in
Ontario. The Company continued to invest in its sales an#teting efforts with the aim to grow sales volumes of its
products through new and increased advertising and promoinatirgtives in all trade channels, increased sales staff
focused on the licensee channel, investment in a new upstalestere concept and layout, training of retail staff,
and investments to increase tourism at its estate weri

Gross profit as a percentage of sales was 41.8% in thgumster of fiscal 2009 compared to 42.8% and 41.4% in the
prior year periods, respectively. The decrease in grodg prdiscal 2009 was due to increases in packaging and
wine costs in the period compared to the prior year, pgrtffiset by higher sales of premium and ultra-premium
wines and the increased value of the Canadian dollar vineigied to reduce the increased cost of wine purchased on
international markets. Gross profit in fiscal 2006 was imgzhdby accounting adjustments required to value
purchased inventory from Cascadia at fair market value.

Selling and administrative expenses have increased over shdhtae years due primarily to increased costs
associated with the launch of new products, including FremrcssCTetra Pak, Croc Crossing and XOXO and
enhanced sales and marketing efforts in all of the Comparmads thannels in response to increased competitive
activity. As a percentage of sales, selling and admatigér expenses were 29.8% for the three months ended June
30, 2008 and June 30, 2007 and 29.1% in the first quarter of fiscal 2007.

As a result of the lower gross profit margins and highetsc@arnings before interest, taxes, amortization,r othe
income (loss) and unusual items (“EBITA”) decreased to 8#llbn in the first quarter of fiscal 2009 compared to
$7.4 million and $6.8 million in the comparative periods in fi418 and 2007, respectively.

Amortization expenses declined 4.7% in the first quartdisol 2009 compared with the same period in the last
fiscal year while interest expense decreased slighiitygoily due to lower rates of interest on short and {targn
debt.

The Company incurred a loss in fiscal 2009 of approximately i®@lidn related to the mark-to-market adjustments
on interest rate swaps and foreign exchange contractsr Gh0A accounting standards, these financial instrusent
must be reflected in the Company’s financial statemerfesratalue each period. In the comparative period irafisc

2008 a gain of approximately $0.4 million was recognized. In addiioasual charges to earnings of $0.1 million
were recorded in fiscal 2009 and 2008 resulting from carryinggebdor the Company’s Port Moody facility. The
Company closed its Port Moody B.C. winery effective Decen3de 2005 and expects to sell the facility during
2010.

The Company’s effective income tax rate was lower during teeduarter of fiscal 2009 compared to the prior year
due to a lower federal income tax rate.

Net and comprehensive earnings, not including the impabeadther losses and unusual items, were $2.8 million for
the first quarter of fiscal 2009 compared to $2.7 milliorigodl 2008 and $2.4 million in fiscal 2007. Including the
impact of the other losses and unusual items, net earnidgoaiprehensive earnings for the three months ended
June 30, 2008 were $2.7 million or $0.18 per Class A share contpaB2® million or $0.20 per Class A share last
year.



Quarterly Performance (unaudited)

($000) except per share amount$ Q1 09 Q108 Q208 Q308 Q408 Q107 Q207 Q307

$ $ $ $ $ $ $ $
Sales 59,618 57,140 61,236 66,052 52,702 55,13%9,413 63,225
Gross profit 24,936 24,466 26,196 28,740 23,325 22,83@5,044 26,340
Gross profit (% of sales) 41.8% 42.8% 42.8% 43.5% 44.3% 41.4%42.2% 41.7%
EBITA 7,184 7,431 7,765 9,823 4,689 6,802 7,328 9,286
Other income (loss) and
unusual items (219) 314  (394)  (221)  (417) (34  (164) (15)
Net and comprehensive earnings| 2,653 2,914 2,652 5,013 802 2,376 2,556 4,142
EPS — Class A basic & diluted $0.18 $0.20 $0.18 $0.35 $0.05 0.16 0.18 029
EPS — Class B basic & diluted $0.16 $0.17 $0.16 $0.30 $0.05 0.14 0.15 0pR5

The third quarter of each year is historically the strangeterms of sales, gross profit and net and comprehensive
earnings due to increased consumer purchasing of the Comgaaglucts during the holiday season.

Liquidity and Capital Resources (unaudited)

As at June 30, March 31,
($000) 2008 2008

$ $
Current Assets 124,388 121,954
Property Plant & Equipment 100,474 94,480
Goodwiill 44,499 36,171
Other Assets 7,457 7,139
Total Assets 276,818 259,744
Current Liabilities 84,300 95,345
Long-Term Debt 75,205 46,946
Employee Future Benefits 3,118 3,167
Future Income Taxes 11,126 11,606
Shareholders’ Equity 103,069 102,680
Total Liabilities & Shareholders’ Equity 276,818 259,744

The changes to the Company’s balance sheet at June 30, 2008 campdaech 31, 2008 are primarily due to the
acquisitions of Rocky Ridge Vineyards Inc. (“Rocky Ridge”) &drld Vintners Inc. (“WVI”) and a refinancing of
the Company’s debt. The Company invested approximately $10.9 milltoe acquisition of WVI and $4.0 million
in the purchase of the remaining 50% interest in Rocky Ridgagithe first quarter of fiscal 2009.

On May 15, 2008 the Company refinanced its borrowings from tin BEMontreal. The Company’s term credit
facilities were combined into a seven year term bankilo#ime amount of $80 million. The facility requires monthly
principal payments of $0.4 million plus interest and maturespoii 30, 2015. The proceeds of the loan were used to
repay operating facilities and provide additional capitabfuisitions.

During the first quarter of fiscal 2009 the Company generatskl fram operating activities, after changes in non-
cash working capital items, of $1.4 million compared toeafst1.9 million in the same period last year. Cash flow
from operating activities increased due to positive chaitgeon-cash working capital items.

The Company’s purchases of domestically grown grapes indréast22.6 million from $18.5 million compared
with the same period last year.



The cost of domestically grown grapes is significanthhbrghan wine purchased on international markets. Inventory
levels are also dependent on increased use of domestoaiiy+ grapes that are used in premium and ultra-premium
wines which are aged for a much longer period than impaeviee. Typically these wines are aged between one to
three years before they are sold. This aging procesHasted in the amount of inventory held by the Company.

Investing activities of approximately $17.5 million were manlehie first quarter of fiscal 2009 compared to $3.8
million in the prior year. The increase in the first qaanf fiscal 2009 is primarily related to the $10.9 million
acquisition of WVI and a $4.0 million investment in acqugrthe remaining 50% of Rocky Ridge, both in June 2008.
Excluding these items, capital spending was $2.5 million fothtee® months ended June 30, 2008 compared to $3.8
million last year.

As at June 30, 2008 total bank indebtedness increased to $128.6 milliparednio $111.5 million at the end of
fiscal 2008. The increase was due primarily to the adauis of WVI and Rocky Ridge during June 2008 and by
investments in property, plant and equipment during theg.eri

The ratio of debt to equity increased to 1.25:1 at June 30, 2008acednto 1.10:1 at June 30, 2007 and1.09:1 at
March 31, 2008. At June 30, 2008, the Company had unused debt aviailti#eamount of $12.8 million on its
demand loan facility. Management is confident it can garesufficient cash flow from operations to meet its debt
servicing and principal payment requirements over both thé ghdrthe long term.

The dividend on Class A shares increased 10% from $0.300 pertshs®.330 per share effective June 30, 2008.
The dividend on Class B shares increased 10% from $0.261 pertsh®de288 per share. This was the third
consecutive annual increase in dividends in three years.

Working capital as at June 30, 2008 was $40.1 million compar8@3® million as at June 30, 2007 and $26.6
million at March 31, 2008. Shareholders’ equity as at June 30,288&103.1 million or $6.92 per common share
compared to $97.5 million or $6.55 per common share at June 30, 2062@27 million or $6.90 per share as at
March 31, 2008.

Common Shares Outstanding

The Company is authorized to issue an unlimited numb@&ilass A and Class B common shares. Class A shares are
non-voting and are entitled to a dividend in an amount equal to bi%My dividend paid or declared on Class B
shares. Class B shares are voting and convertibl€iags A shares on a one-for-one basis.

Shares outstanding August 6, 2008 June 30, 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 giowiat focuses on the expansion of its core business as a
producer and marketer of quality wines and craft beer ¢frdlne development of leading brands that meet the needs
of our consumers and customers.

The Canadian wine market has grown over the past threedrearzimarily to positive demographic trends and the
shift in consumer preference to premium wines. Howevershiaee of the market held by domestic producers has
declined moderately. Imports of premium and ultra-premium winga® increased as consumers favoured higher-
priced varietal wines over lower-priced blended table wines.résmdPeller Limited has increased its product
development and sales and marketing initiatives aimeapétdéizing on this growing trend.

The Company expects to continue to launch new premium kadpuemium brands in 2009. The acquisitions of
Thirty Bench, Cascadia and Red Rooster are expeztsmhtinue to contribute to increased sales in 2009 aswwéll
an enhanced presence in the sale of ultra-premium wir@snada.



Marketing and sales support will be focused on key brandsasotss the country, and management expects sales
and marketing expenses for 2009 to rise moderately. The Congxgegts to invest in capital expenditures to
support its ongoing commitment to producing the highest-quality wines

Investments made over the past few years are expected toueoimd result in increased sales and improved
profitability going forward. In addition, recent initiativémve led to an increase in export sales of the Company’s
premium and ultra-premium wines, particularly icewine.

Following the acquisition of Cascadia, management b#gaprocess of rationalizing and integrating its twoisrit
Columbia facilities to capture production and overhead syreergi®anagement expects the integration to be
completed during 2009.

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

Risks and Uncertainties
The Company is subject to a number of risks and unoggsioutlined 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 provide abtsassurance that all relevant information relating
to the operation of the Company and its consolidated subsgligrigathered and provided to senior management,
including the President and Chief Executive Officer (“CE@&rid Chief Financial Officer (“CFQ”), on a timely $ia

so that decisions can be made regarding the Company’ssiliselm the public. As at August 6, 2008, the CEO and
the CFO of the Company have evaluated the system of disclosotr®ls and procedures in the Company and its
consolidated subsidiaries as set out by Canadian Secluaties Based on that evaluation, the CEO and CFO have
concluded that the disclosure controls and procedures weeetieff in providing reasonable assurance that
information required to be disclosed in the Company’s dramghinterim filings and other reports filed or subsdtt
under Canadian securities laws is recorded, processethasized and reported within the time frames specified b
those laws and that material information is accumulaed communicated to management of the Company,
including the CEO and CFO, as appropriate to ensuréntledytdisclosure of that information.

Internal Controls over Financial Reporting

Internal controls over financial reporting are procedureggded to provide reasonable assurance that transactions
are properly authorized, assets are safeguarded agamgharized or improper use, and transactions are properly
recorded and reported. A control system, no matter hellvdesigned and operated, can provide only reasonable,
not absolute, assurance with respect to reliabilifynaincial reporting and financial statement preparation

The Company’s CEO and CFO have concluded that internajot®ltver financial reporting are designed to provide
reasonable assurance regarding the reliability of fiehneporting and the preparation of the financial statesnent
accordance with Canadian generally accepted accountingicipges as of June 30, 2008.

During the three months ended June 30, 2008, there have been rial mhaages in the Company’s internal control
over financial reporting that materially affected arevlikely to affect, the Company’s internal control syste



ANDREW PELLER LIMITED

CONSOLIDATED BALANCE SHEETS (Unaudited)

These interim consolidated financial statements have not been reviewed by our auditors.

(expressed in thousands of Canadian dollars) June 30 March 31
2008 2008
$ $
Assets
Current Assets
Accounts receivable 24,212 23,072
Inventories 93,333 93,817
Prepaid expenses and other assets 4,663 4,242
Income taxes recoverable 2,180 823
124,388 121,954
Property, plant and equipment 100,474 94,480
Goodwill (note 3) 44,499 36,171
Other assets 7,457 7,139
276,318 259,744
Liabilities
Current Liabilities
Bank indebtedness 47,164 57,722
Accounts payable and accrued liabilities 29,755 29,705
Dividends payable 1,197 1,088
Current portion of long-term debt (note 4) 6,184 6,830
84,300 95,345
Long-term debt (note 4) 75,205 46,946
Employee future benefits 3,118 3,167
Future income taxes 11,126 11,606
173,749 157,064
Shareholders' Equity
Capital stock 7,375 7,375
Retained earnings 95,694 95,305
103,069 102,680
276,818 259,744

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




ANDREW PELLER LIMITED

Consolidated Statements of Earnings, Comprehensive Earnings and Retained Earnings

For the three months ended June 30, 2008 and 2007 (Unaudited)

These interim consolidated financial statements have not been reviewed by our auditors. 2008 2007
(expressed in thousands of Canadian dollars) $ $
Sales 59,618 57,140
Cost of goods sold, excluding amortization 34,682 32,674
Gross profit 24,936 24,466
Selling and administration 17,752 17,035
Earnings before interest and amortization 7,184 7,431
Interest 1,402 1,425
Amortization 1,810 1,900
Earnings before other items 3,972 4,106
Other (loss) income (161) 369
Unusual items (58) (55)
Earnings before income taxes 3,753 4,420
Provision for income taxes
Current 1,095 1,316
Future 5 190
1,100 1,506

Net and comprehensive earnings for the period 2,653 2,914
Retained earnings- Beginning of period 95,305 88,147
Impact of adopting accounting pronouncements on April 1, 2007 - 128
Impact of adopting accounting pronouncement on April 1, 2008 (1,067) -
Retained earnings- Beginning of period as restated 94,238 88,275
Dividends:
Class A and Class B (1,197) (1,088)
Retained earnings - End of period 95,694 90,101
Net earnings per share
Basic and diluted

Class A shares 0.18 0.20

Class B shares 0.16 0.17

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
For the three months ending June 30, 2008 and 2007 (Unaudited)

These interim consolidated financial statements have not been reviewed by our auditors

(expressed in thousands of Canadian dollars)

2008 2007
$ $
Cash provided by (used in)
Operating activities
Net earnings for the period 2,653 2,914
Items not affecting cash:
Amortization of plant, equipment and intangibles 1,810 1,900
Employee future benefits (49) (25)
Net unrealized loss (gain) on foreign exchange contracts and
interest rate swaps 161 (369)
Future income taxes 5 190
Amortization of deferred financing costs 38 36
4,618 4,646
Changes in non-cash working capital items related to operations (Note 5) (3,174) (6,547)
1,444 (1,901)
Investing activities
Acquisition of World Vintners Inc. (Note 3) (10,940) -
Acquisition of Rocky Ridge Vineyards Inc. (Note 3) (4,016) -
Purchase of property and equipment (2,498) (3,816)
(17,454) (3,816)
Financing activities
Increase in deferred financing costs (214) -
(Decrease) increase in bank indebtedness (10,558) 8,109
Increase in long-term debt (Note 4) 29,036 -
Repayment of long-term debt (1,166) (1,475)
Dividends paid (1,088) (917)
16,010 5717
Cash at beginning and end of period - -
Supplemental disclosure of cash flow information
Cash paid during the period for
Interest 1,062 1,315
Income taxes 827 1,059

The accompanying notes are an integral part of these interim consolidated financial statements.
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Notes to the Interim Consolidated Financial Statements

June 30, 2008 and 2007
(in thousands of dollars, except per share amounts)

UNAUDITED
1. Summary of Significant Accounting Policies

The interim consolidated financial statements haen lprepared in accordance with accounting principles dggnacaepted in
Canada. The note disclosure for these interim catedeli financial statements only presents material chagée disclosure
found in the Company's audited consolidated financial rsaés for the years ended March 31, 2008 and 2007. Thesenin
consolidated financial statements should be read in coiiganwith those consolidated financial statements atiowW the same
accounting policies as the audited consolidated finaniEtdments except as disclosed below. In the opinion ohgesnent,
the accompanying unaudited interim consolidated finaistédiements contain all adjustments necessary to priagdytin all
material respects the financial position of the Camyps at June 30, 2008 and for the three-month period tidled.en

Recently adopted accounting pronouncements

On April 1, 2008 the Company adopted the Canadian Instifu@hartered Accountants (CICA) handbook sections
3031 “Inventories,” section 3862 “Financial Instruments -closures,” section 3863 “Financial Instruments —
Presentation” and section 1535 “Capital Disclosures.”

a) Inventories
On April 1, 2008 the Company adopted the Canadian Instifufdartered Accountants (CICA) Handbook Section
3031 “Inventories”. This pronouncement provides guidancahendetermination of cost and its subsequent
recognition as an expense, including any write-down toewdizable value. It also provides guidance on the cos
formulas that are used to assign costs to inventoriessagffiective for the Company’s fiscal years beginning on
April 1, 2008. As required, this standard has been adopted ptiospeand comparative amounts have not been
restated. The change predominately relates to chandgke application of overhead cost allocations to balk a
finished goods inventory. As a result, on adoption af standard, the Company recorded an adjustment on April 1
2008 to reduce inventories by $1,552, reduce future income taxes byaddi3®duce 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 38®@ri€ial Instruments - Disclosures,”
section 3863 “Financial Instruments — Presentation” and setti85 “Capital Disclosures.” These sections require
additional disclosures surrounding the Company’s finamtstfuments and capital. The following disclosures are
required under the new pronouncement:

Interest raterisk

The Company’s interest rate risk arises mainly from interest rate impact on our cash, floating rate debt
interest rate swaps. Our interest rate managemeimty pslto borrow at fixed rates to match the duratiofonfy
lived assets. Floating rate funding is used for dieont borrowing.

As at June 30, 2008, with other variables unchanged, a 1%gehainterest rates would impact the Company’s net
earnings by approximately $320,000.

Credit Risk

The Company’s exposure to credit risk is very limitéver 50% of the Company’s accounts receivable balance
relates to amounts owing from Canadian provincial liquardt® Credit risk for trade receivables is monitored
through established credit monitoring activities. Outsid€anadian provincial liquor board amounts,the Company
does not have a significant concentration of crésktwith any single counterparty or group of counterpartifise
maximum exposure to credit risk is equal to the carryalge of the financial assets.

Liquidity Risk
The Company manages liquidity risk by maintaining adequash emd cash equivalent balances, and by
appropriately utilizing its line of credit. Company mgament continuously monitors and reviews both actual and
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forecasted cash flows and matches the maturity profilBnancial assets and liabilities. Accounts pagadbte
generally due within 30 days and long-term debt paymentresgants are disclosed in note 4.

Foreign exchange risk

The Company’s foreign exchange risk arises on the purafabalk wine and concentrate which are made in
United States dollars and Euros. The Company's stragegy hedge approximately 50% - 80% of its foreign
exchange requirements prior to the beginning of each fyjgeal The Company has entered into a series of foreign
exchange contracts as a hedge against movements irddlls8. and Euro exchange rates. These contracts are
reviewed regularly. A one percent change in the valtleeot).S. dollar and Euro would impact the Company’s net
earnings by approximately $100,000 and $30,000 respectively.

Capital Disclosures

The Company’s objective when managing capital is to safeghard€Company’s ability as a going concern, to
provide an adequate return to shareholders and to meehaxtapital requirements on our debt and credit
facilities. Unfunded capital expenditures are limite§16,000 on an annual basis and this is reviewed quarterly.
As part of the existing debt agreement, three key fimhromvenants are monitored on an ongoing basis by
management to ensure compliance with the agreemenitasst

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 requeets, the Company prepares annual budgets that are updated
as necessary depending on various factors including genéustiy conditions. The annual budget is approved by
the Board of Directors.

Recently issued accounting pronouncements

International Financial Reporting Sandards

In February 2008, the Canadian Accounting Standards Boardroedfithat the use of International Financial Reporting
Standards (“IFRS”) will be required for Canadian pulgliatcountable companies for fiscal years beginning offter a
January 1, 2011. The Company is currently evaluating thecinopadopting IFRS.

Goodwill and intangible assets

In February 2008, The Canadian Institute of Chartered Ataotsissued Section 3064, “Goodwill and Intangible
Assets” which replaces Section 3062, “Goodwill and Othemigible Assets”. The new standard provides guidance on
the recognition, measurement and disclosure of goodnitl intangible assets and is effective for annual periods
beginning on or after October 1, 2008. The Company igwtlyrevaluating the impact of adopting this standard.

Seasonality

The third quarter of each year is historically thersgrest in terms of sales, gross profit and net earning®duoeréased
consumer purchasing of the Company’s products during thealyaeason.

Acquisitions

On June 30, 2008 the Company’s wholly-owned subsidiary, 1773008 @imaracquired 100% of the common shares
of World Vintners Inc. for consideration of $10,940, includaguisition costs. The allocation of purchase price is
preliminary and is based on management’s estimates dathgalue of the assets acquired and liabilities asdume
Management is currently obtaining fair market values ferribt assets and intangible assets acquired, including the
estimated remaining useful lives. Details of net asaetmired based on preliminary allocations are as follows:
receivable amounts - $1,170; inventories - $1,269; indaxes recoverable - $1,625; property, plant and equipment -
$844; intangible assets - $380; goodwill - $8,109; other assets adjnts payable and accrued liabilities — ($2,529).
This transaction was accounted for using the purchaskothe The results of operations will be included in the
consolidated financial statements of the Compangctte July 1, 2008.

On June 13, 2008 the Company acquired 50% of the shares of Rioldey Vineyards Inc. (“Rocky Ridge”) of Oliver,
British Columbia for consideration of $4,016, including adatjois costs. The Company previously owned 50% of the
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shares of Rocky Ridge and as a result of this transaBaxky Ridge becomes a wholly-owned subsidiary of the
Company. The allocation of purchase price is prelingimard is based on management’s estimates of thedfiie wf

the assets acquired and liabilities assumed. Managementrently obtaining fair market values for the neetsss
acquired, including the estimated remaining useful liveetails of net assets acquired are as follows: vineyards
$4,400; goodwill - $219; bank indebtedness — ($603). This transagtis accounted for using the purchase method.
The results of operations have been fully consolidaigdthose of the Company’s effective June 14, 2008.

The value assigned to goodwill in both acquisitions isdeductible for tax purposes.

Long-term debt

On May 15, 2008, the Company’s four existing term loans weplaced with one seven year variable rate term tiacili

in the amount of $80,000. The new term loan is repayablaanthly principal payments of $444 plus interest and
matures on April 30, 2015. Subsequent to the repaymehé alld term loans, the Company unwound the three interest
rate swaps related to the term loans. The Companpiiared into a new interest rate swap which effggtifixes the
interest rate on the $80,000 term loan at 5.64% for thedéthe debt starting July 2, 2008.

As part of the acquisition of Rocky Ridge, on June 13, 286@8Company issued a promissory note to the seller of
Rocky Ridge in the amount of $1,650. The note incursasteat 6% compounded annually and is to be paid in two
equal annual installments of principal and interest oe 1) 2009 and June 13, 2010.

Changes in non-cash working capital items

The change in non-cash working capital items is congbog¢he change in the following items:

For the Three Months
Ended June 30,

2008 2007

$ $
Accounts receivable 30 (443)
Inventories 201 1,492
Prepaid expenses and other assets (658) (1,032)
Accounts payable and accrued liabilities (3,015) (6,821)
Income taxes recoverable 268 257

(3,174)  (6,547)

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 Vice-Presitdelnman Resources

Tel: 905-643-4131 Ext. 2210

“Joseph A. Pellel
Joseph A. Peller

Chairman
August 6, 2008
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