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FORWARD-LOOKING INFORMATION

Certain statements in this Annual Information F@f&IF") may contain “forward-looking statements” ihin the meaning of
applicable securities laws, including the “safebloair” provisions of th&ecurities Ac{Ontario) with respect to Andrew Peller
Limited (“APL” or the “Company”) and its subsidiad. Such statements include, but are not lingiestatements about the growth
of the business in light of the Company’s acquisii its launch of new premium wines; sales trémdsreign markets; trends in
capital expenditures and sales and marketing egpesfsthe Company; its investments in vineyardssitpply of domestically
grown grapes; international grape surplus and phiseounting; consumer demand; and current econoamditions. These
statements are subject to certain risks, assungpéiod uncertainties that could cause actual resuttisfer materially from those
included in the forward-looking statements. Thedsdbelieve”, “plan”, “intend”, “estimate”, “expé&tor “anticipate” and similar
expressions, as well as future or conditional vetxh as “will”, “should”, “would” and “could” andimilar verbs often identify
forward-looking statements. We have based theaafd-looking statements on our current views wépect to future events and
financial performance. With respect to forwarddimg statements contained in this AIF, APL has nmasfimptions and applied
certain factors regarding, among other things:réugirape, glass bottle and wine prices; the Conipatylity to obtain grapes,
imported wine, glass and its ability to obtain ottaav materials; fluctuations in the U.S./Canadiallar exchange rates; its ability
to market products successfully to its anticipatestomers; the trade balance within the domesti@m@ian wine market; market
trends; reliance on key personnel; protection®bmpany’s intellectual property rights; the ecoic environment; the regulatory
requirements regarding producing, marketing, atied and labelling its products; the regulatioficpfor distribution and retailing
in Ontario; and the impact of increasing compatitio

These forward-looking statements are also sulpebietrisks and uncertainties discussed in thé‘Ristors” section and elsewhere
in this AIF and other risks detailed from time ime in the publicly filed disclosure documents d?lAwhich are available at
www.sedar.com Forward-looking statements are not guarantedsitofe performance and involve risks, uncertamtiad
assumptions which could cause actual results fier difaterially from those conclusions, forecastgrojections anticipated in these
forward-looking statements. Because of these rigksertainties and assumptions, you should neepladue reliance on these
forward-looking statements. The Company's forwlaaking statements are made only as of the dat@AIF, and except as
required by applicable law, APL undertakes no d@ilan to update or revise these forward-lookingestents to reflect new
information, future events or circumstances or i, or to explain material differences betwestnal events after the date of this
AIF and such forward-looking statements.

All information contained in this document is gives at March 31, 2008 unless otherwise indicated

CORPORATE STRUCTURE

Incorporation

Andrew Peller Limited was incorporated under tiveslaf Canada by Letters Patent dated the 7th digyrdf 1965 and as amended
from time to time by Supplementary Letters Patdiite Company was continued under a Certificateooftiduance dated the 30th
day of October, 1978, pursuant to Sections 1812&1dof theCanada Business Corporations AcOn June 30, 1994, the
Company amalgamated with Hillebrand Estates Wihenjted under Section 185 of ti@&anada Business Corporations AGn
April 1, 2003 the Company amalgamated with Andrésa&/(B.C.) Ltd. and Andrés Wines Atlantic Ltd. en&ection 185 of the
Canada Business Corporations Ae¢dn April 1, 2006, the Company amalgamated witwiholly-owned subsidiary, Cascadia
Brands Inc. (“Cascadia”), and Cascadia’s wholly-ednsubsidiaries Calona Wines Limited, 3126854 Candd. (formerly,
International Potter Distilling Corporation) and0®%93 Canada Inc. (formerly, Arctica Distilling @oration) under Section 185 of
theCanada Business Corporations Acider the name Andrés Wines Ltd./Les Vins AndréeL®n April 1, 2007, the Company
amalgamated with its wholly-owned subsidiaries, 47 Canada Inc. (formerly, 1639199 Ontario Ir@rpdy Wine Marketing
Inc., and Forbes Fraser Wines Ltd. under Sectidnof heCanada Business Corporations AQn April 1, 2007, Winexpert Inc.,
4384806 Canada Inc. (formerly, Wine Not Inc.) aridé¢o International Products Ltd., amalgamated u8eetion 185 of the
Canada Business Corporations Aectform 4384814 Canada Inc., a new wholly-owndasgliary of the Company.

The Company currently operates under the name AnBedler Limited/Andrew Peller Limitée. The autized capital of the
Company consists of an unlimited number of Pref@&hares, issuable in one or more series, of V@335 are designated as
Preference Shares, Series A, an unlimited numb&iads A shares (non-voting) and an unlimited nunatb&€Class B shares
(voting). The Company's head and registered ofidecated at 697 South Service Road, GrimsbyafmtL3M 4ES.



Subsidiaries
The following are all of APL significant subsidiesi as of the fiscal year ended March 31, 2008f alhich are wholly owned
by the Company.

Jurisdiction of

Company Incorporation
4384814 Canada Inc. Canada
Granville Island Brewing Company Ltd. Canada
Mainland Beverage Distribution Ltd. British Colbia
Canrim Packaging Ltd. Canada
Sandhill Vineyards Ltd. Canada

GENERAL DEVELOPMENT OF THE BUSINESS

The Company is engaged in the production, bottling marketing of wines in Canada. Vineco Inteomati Products and
Winexpert, divisions of 4384814 Canada Inc., acelpcers of wine kits and related accessories &éhtime winemaking market.
Granville Island Brewing Company Ltd. produces tcbafer with products sold predominantly in BritiSblumbia.

Canada has joined other leading wine producingtdesnin the development of a body of regulationd standards for 100%
Canadian content wines known as the Vintners Qualitance (“VQA”) system. The VQA system oversehs regulation of the

premium wine industry in Canada and has becomgnéoed throughout the world as the appellatioresydbr Canadian wines that
meet strict standards of excellence.

Interest and participation in wine culture and wifeecontinues to grow in Canada and around thedvar his growth is driven by
an aging population favouring the more sophistitatgerience that wine offers, as well as by thielyireported health benefits of
moderate wine consumption.

These events have precipitated significant chamgjeei Canadian wine industry. In order to suca@edkis new environment, the
Company has undertaken strategic growth initiatisesmerge as a leading participant in the Canaddia@ market. Over the past
three years, certain events have influenced thergkedevelopment of APL’s business.

On May 2, 2005 the Company acquired certain asééihirty Bench Winery (“Thirty Bench”) of Beamsigl Ontario. Thirty
Bench was a small, ultra-premium wine producertkt®n the Beamsville Bench region of Ontario. &beuisition included
winery buildings, brands and 70 acres of vineyaiid®e purchase gave the Company a solid preseane iof the Niagara Region’s
most sought after viticulture areas, and addedddompany’s premium winery properties in Niagamnatee-Lake.

On May 25, 2005, the Company acquired 100% of lizees of Cascadia Brands Inc. (“Cascadia”), withdpction facilities
located in Vancouver and Kelowna, British Columb@ascadia was one of Canada’s largest produgaersmium wine, craft beer,
and spirits with a portfolio of brands that arelwetognized throughout Western Canada. The atiguisnore than doubled the
Company’s sales in the Western Canadian markathéfudetails on the acquisition were disclosethexCompany’'s Form 51-
102F4 Business Acquisition Report filed on April, 2D05 and available amww.sedar.com

On November 1, 2005, the Company acquired the Redter Winery (“Red Rooster”) located on the Nar@nBench near
Penticton, British Columbia. Red Rooster was d meebgnized producer of premium VQA wines situatethe heart of
Canada’s Okanagan Valley, a region well known femiche premium brands. The purchase enhanceddimpany’s
presence in the growing British Columbia wine irtdpand has added to its sales of premium wines.

On November 10, 2005, the Company sold the assdtisrands related to the Cascadia spirits divisioapproximately $6.0
million.

On April 1, 2006, the Company amalgamated with @dis;c Calona Wines Limited, 3126854 Canada Ltdngdy, International
Potter Distilling Corporation) and 4309693 Canaua (formerly, Arctica Distilling Corporation).



On April 1, 2007, the Company amalgamated with Z324Canada Inc. (formerly, 1639199 Ontario Incrady Wine Marketing
Inc. and Forbes Fraser Wines Ltd. Also, on Apr2Q07, Winexpert Inc., Vineco International Pradudd., and 4384806 Canada
Inc. (formerly, Wine Not Inc.) were amalgamateddion 4384814 Canada Inc.

The Company continuously reviews its premium atidtpremium portfolio of wines to ensure its braadswell positioned
for growth in the growing Canadian wine industnamideting and sales support will be focused on kapds sold across the
country and management expects sales and markatiegses for fiscal 2009 to rise moderately. Thagamy will continue
to increase its capital expenditure programs t@srtpts ongoing commitment to producing the higrepsality wines. The
Company will continue to evaluate investment opyrdties, including acquisitions, which supportstgategic direction.

In recent years craft beer has increased its siidahe highly competitive Canadian beer market.

NARRATIVE DESCRIPTION OF THE BUSINESS

General

As at March 31, 2008, the Company is Canada’s selemgest producer and marketer of wines, withilgatrands in all
segments of the market in Canada. The Companwinasies in British Columbia, Ontario and Nova $a@nd markets
wines produced from grapes grown in the NiagaranBata in Ontario, the Okanagan Valley and SimilkamValley in
British Columbia, and other countries around theldvo The Company’s award winning premium brandduide Peller
Estates, Hillebrand, TriusThirty Bench Croc CrossingXOXO,Sandhill Copper MoonandCalona Vineyards Artist
Seriesas well aiked Roostewines. Complementing these premium brands averdoer of popular priced wines including
Hochtaler, Domaine DOr , Schloss Laderheim, Raadl Sommetwhich are sold primarily through government liquo
distribution systems and the Companyigseyards Estate WinemdWineCountry Vintnershain of 102 retail stores in
Ontario. Two of the Company’s premium produgtsdrew PelleiSignature SerieandPrivate Reserveines, pay tribute to
the Company’s founder’s ambition and dream to meikes that are the best in Canada. Primarily premiied varietals,
these unfiltered, barrel aged wines are the pierafavhat is the best in the country. The Compamnghe kit brands such as
Selection, Vintners Reserve, Kenridgel California Connoisseuare sold to private retailers and “ferment on pserhi
operators throughout Canada. The Company alsacsaftdeer under th@ranville Islandbrand includingCypress Honey
Lager, English Pale Alandlsland Lager

Thirty Bench Vineyard and Winery is a small estaieery that produces VQA wines under 8enchmarlandReserve
brands.

Red Rooster winery is a small estate winery thatipces brands under tRed Roostelabel.

Business Strategy

The Company is committed to a strategy of growdth tbcuses on expanding its core business as ageodnd marketer of
quality wines and craft beer through the develogroéstrong brands that continually meet the neéits customers. This
strategy is supported by sophisticated sales, miagkgromotional and distribution programs as wesllby an on-going
review of opportunities in the market to launch rands that meet the needs of customers. The &upmgll continue to
explore opportunities in international markets tstribute its wines. In addition, the Company amms to seek out
acquisition opportunities that support its stratefifection and meet its growth and investmentrnetuiteria.



Sales
The Company’s net sales for the year ended Mar¢t2@a8 were $237.1 million. Net sales and pergentd sales by
geographic region were as follows:

2008 2007
Geographic Region $ millions % $ millions %
Western Canada 90.5 38 87.1 38
Ontario 114.8 48 109.8 48
Québec 6.0 3 6.2 3
Atlantic Canada 13.0 6 12.9 6
Export 12.8 _5 12.2 5
Total 237.1 100 228.2 100

The Company’s net sales volume is seasonal wittelsigvolumes in the third quarter. Net sales andgntage of sales by
quarter were as follows:

2008 2007
Quarter $ millions % $ millions %
First 57.1 24 55.1 24
Second 61.2 26 59.5 26
Third 66.1 28 63.2 28
Fourth 52.7 22 50.4 22
Total 237.1 100 228.2 100

Principal Products

As consumer tastes and demographics have chahge@ipmpany has grown from its historical positisiCanada’s leading
supplier of value-priced table and sparkling witebecome one of the leading suppliers of premianetal wines, while
maintaining its strength in the popular, value-gdicategory. The Company’s award-winning premiuamts, marketed
under thePeller Estates, Hillebrand, Trius, Croc Crossing)XO, Sandhill, Thirty Bencand Red Roostelabels are
increasing their share in many Canadian markets.

In fiscal 2008, the Company broadened its offedhgparkling wines with the launch 8parkling Rieslingndice Cuvee
Roseand the extension dfrius Whiteinto its retail store system.

In fiscal 2008, the Company was honoured with a bemof prestigious awards at domestic and intesnati wine
competitionsPeller Estateseceived approximately 84 medals during the yehile Hillebrand and Trius were awarded
approximately 66 medals as@ndhillwon 49 medals. Among the most prominent of thedsvavas a Gold Medal/Best in
Class presented fandrew Peller Signature Series Vidal Icewine 280the International Wine and Spirits Competiiion
London, England and double gold Reller Estates Private Reserve Cabernet Franc 2808e All Canadian Wine
Championships. Silver medals were worPeyler Estates Private Reserve Chardong896at the Chardonnay du Monde
andPeller Estates Private Reserve Riesling 280the Riesling du Monde. At the All Canadian W@iempionshipsrius
Red 2005andTrius Grand Red 20020on Double Gold and Gold respectivet Cuvee 2008Thirty Bench Small Lot
Riesling Triangle Vineyard 2008on Best Riesling an8mall Lot Red 200&0n Best Red WineAt the Okanagan Wine
Festival,Calona Artist Series Unoaked Chardonnay 20 Best in Class Highly Recommended @addhill Pinot Blanc
2006won Best of Class, whilBandhill Cabernet Franc 200kas Highly Recommended.

The Company has maintained its strength in the lpopealue-priced categornyHochtalerandDomaine D'Orcontinue to
hold their position as two of the top selling brai Canada.

The Company has also developed a strong portfblis own imported wines from such leading wineearcing countries and
regions as California and Australia. Sold undeRtanciscan Gold Coastnd other brands, these imported products have
been building a reputation across the country foviging premium quality at an affordable price fser twenty years.
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The Company also sells strong regional brands asEhoprietors Reserveéschlosd aderheimRoyalandSommet

Sales of Canadian-made ice wine are permitted mitie European Union, and the Company anticipaissophisticated
market will continue to respond well to its indyskeadingHillebrand andPeller Estateproducts. Growth in the Pacific Rim
has also been very encouraging for the Company.’sAiines are presently sold in over 17 countriesiad the world.

The Company’s sparkling wine portfolio has posiéidteading brands at all price points, coveringsgiectrum from value-
priced sparkling wines such as thedrés Dry CanadiatChampagnérand to the premium, bottle fermented (méthode
champenoise€)rius BrutandPeller Cuvée Niagara Brut

The Company also sells craft beer underGhanville Islandbrand includingCypress Honey Lager, English Pale Atel
Island Lager

The Company continues to focus on consumer tastdsbeand development. APL’s strong brand nameslepth
understanding of the consumer and extensive digitoito network enables the Company to respond quiskh new and
innovative offerings to an ever-changing marketplac

The production process involves the preparatigraduct, packaging and shipping to customers. nélere of the process
and the production inputs required vary by brartte Tequired production inputs include grape comaést grape juice,
purchased grapes and grapes produced from APL owneglards and bulk wine purchased in Canada aedhiational
markets. The mix of required product inputs depemihe brand being produced. The finished produyzackaged in glass
bottles, bag-in-a-box, tetra paks and kegs. Aggiratted purchasing team is responsible for theimoent of ingredients for
the entire APL brand portfolio.

The APL brand portfolio is distributed mainly thghuretailers of wine, beer and wine related pragluntorder to maximize
market penetration for the Company’s brand poufalifferent trade channels are used to distribites to consumers. APL
has sales representatives who specialize in seliimgthrough our Vineyards Estate Wines and Wingthy Vintners retail
stores, selling wine and beer to licensed restasiremvarious liquor boards and to private wirterddailers.

Trademarks

The Company uses a number of significant trademahish are owned by the Company or its subsidiariefgnificant
trademarks of the Company inclutledrés Winedeller Estates, Peller Estates Ice Cuvee, Hillebrafochtaler, Domaine
D'Or, Oakridge, French Cross, XOXO, Stone Road, Trius, Croc Crossing, Gold Coast, Franciscan, Vineyards Estate Wines,
Roundpetal Wines, Calona, Sandhill, Copper Moon, Artist Series, Schloss Laderheim, Sommet, Granville Island, Thirty
Bench, Red Rooster, Selection, Vintners Reserve, California Connoisseur, European Select, Bin 49, Winexpert andWine
Not. Trademarks are important in the marketing ahel slawine and it is the Company’s policy to vigosty protect its
trademarks. Trademarks are registered for pedbdp to fifteen years.

Other Intangible Properties
The Company has approximately 200 authorized eetafjreements in place relating to the distributidmome winemaking
products across Canada.



Properties
The following table sets forth information regaiglthe Company’s principal properties and winerigeataMarch 31, 2008.

Production Nature of
Location Size Use Interest Capacity?
Port Moody, British Columbi& 81,700 sq. ft Winery & Offices ownéb® 75,000
Port Coquitiam, British Columbia 20,000 sq. ft Wiiie Production Owned 42,000
Port Coquitlam, British Columbia 25,925 sq. ft Weoese, Office Leased N/A
Port Coquitlam, British Columbia 16,802 sq. ft Waeoese, Office Leased N/A
Vancouver, British Columbia 6,700 sq. ft. Office ased N/A
Vancouver, British Columbia 3,000 sq. ft. Warehouse Leased N/A
(Granville Island) 6,800 sq. ft. Brewery Retail 1§to Leased 2,000
Delta, British Columbia 12,000 sq. ft. Warehoudgistribution Leased N/A
Annacis Island, British Columbia 12,000 sq. ft. rewuse — Distribution Leased N/A
Oliver, British Columbia 100 acres Vineyard OwriBd N/A
Oliver, British Columbia 72 acres Vineyard Leased /AN
Kelowna, British Columbia 160,000 sq.ft. Winery &fice Owned? 168,000
Kelowna, British Columbia 58,000 sq. ft. Warehouse Leased N/A
Penticton, British Columbia 9,000 sq. ft. Winery oed® 500
Cawston, British Columbia 75 acres Vineyard 50%ned® N/A
Oliver, British Columbia 317 acres Vineyard Lea%ed N/A
Stoney Creek, Ontario 111,852 sq. ft. Warehouse sdcka N/A
Stoney Creek, Ontario 10,626 sq. ft. Office, Wared®o Leased N/A
Grimsby, Ontario 141,000 sq. ft. Winery & Offices wled® 137,000

on 26 acres
Ontario - 102 retail stores, each retail store Reta Leased N/A
various locations ranges from 180 sq. ft.

to 1,000 sq. ft.
Beamsville, Ontario 4,996 sq. ft. Winery, Retail Owned® 550

70 acres Vineyard
St. Catharines, Ontario 28,000 sq. ft. Wine KitdRrction Owned” 24,000
St. Catharines, Ontario 2,825 sq. ft. WarehousegRition Leased N/A
Niagara-on-the-Lake, Ontario 40,000 sq. ft. Winafipeyard, owned” 8,000
(Peller Estates) on 40 acres Tour Centre, Retfiited
Niagara-on-the-Lake, Ontario 53,000 sq. ft. Winafipeyard, owned” 8,000
(Hillebrand Estates) on 34 acres Tour Centre, R&#ices
Niagara-on-the-Lake, Ontario 70 acres Vineyard e N/A
Niagara-on-the-Lake, Ontario 100 acres Vineyard next’) N/A
Niagara-on-the-Lake, Ontario 40 acres Vineyard e N/A
Longueuil, Québec 19,543 sq. ft. Warehouse, Office Leased N/A
Truro, Nova Scotia 49,500 sq. ft. Winery and Office owned? 36,000

()]
@
®
@

Company owned properties have been provided asityefor the Company’s loan facilities.

All production capacities reflect hectolitres.

The Port Moody location was closed during Jan@8@6 and is being held for redevelopment whichxEeeted to occur in 2010.
The planting of the vineyard is occurring durir@Z and 2008.



Raw Materials
The Company purchases its raw materials, inclugiiages, wine, juice, malt, barley, hops, glasdém#nd other packaging
materials, from a wide range of suppliers throughbe world.

In Ontario and British Columbia, grapes are pureddsom a number of growers under supply contraittethe Company,
which range in length from one year to thirty years Ontario, the Company is required to purclgape tonnage to meet
minimum legal requirements. In Ontario, grapeg®iare negotiated annually between Ontario basddgers and the Grape
Growers’ Marketing Board, while in British Columbigrape prices are negotiated annually betweerCtdmepany and
individual growers. Grapes purchased in Ontarid British Columbia are used primarily for the Omdaand British
Columbia markets, respectively.

In November 1997, the Company purchased 210 atsnee grape-growing land in Niagara-on-the-Lakatthas been
developed with premium classical European (“vigifgigrape varieties such as Merlot, Cabernet Saovigand Cabernet
Franc. In 2000, the Company developed a 75 aneyard in Cawston, B.C. in which it has a 50% gquterest. On June
13, 2008, the Company purchased the remaining B@est in the vineyard. The Company’s acquisitibfihirty Bench
winery included 70 acres of some of the most higbdjarded vineyards on the Beamsville Bench ardsedfliagara region.
The acquisition of Cascadia included 172 acresngfyards in the Okanagan Valley area of Britishu@ia. The Company's
investment in vineyards will help to ensure theéhbigt quality and consistent supply of domestigaibyvn grapes. Niagara-
on-the-Lake, the Beamsville Bench and the OkanaganSimilkameen Valleys in British Columbia arerfofi the best
locations in the world for the production of premiwinifera grapes.

In November 2006, the Company leased 307 acrasmégrape growing land in the Okanagan Valleyiitigh Columbia.
The lease has a term of 30 years, expiring on @ct®b, 2036. Site preparation began during 2086 planting occurring
during 2007 and 2008. The Company has enteredhinmiamber of contracts with over 75 grape growei®itario and
British Columbia to ensure the continuing supplgamestically grown grapes. The contracts arergénéor a term of ten
years and mature at varying times to 2015. Thengtments to purchase domestically grown grapesaqapates $21
million per year.

To complement its grape purchases in Ontario afittsBiColumbia, and to meet consumer demand iregibns of the
country, the Company purchases wine, juice andesurete from suppliers throughout the world, pritgain Chile,
California, Australia, Italy and France. The Comphas entered into contracts with Ciatti Canadadnd Joseph W. Ciatti
Co., LLC, and other foreign suppliers of wine. Toatracts set out the terms and conditions anatitjga of wine sold to the
Company for delivery of wine in 2008 to 2010.

The Company utilizes various packaging materiatduding glass bottles, bag-in-the-box, barrelsatpaks, kegs, corks,
capsules, labels and cartons, in the bottling aamkaging of its wines and beer. Glass bottlesesgmt a significant
component of the total cost of goods sold. Thereurrently only one commercial supplier of glas€anada and any
interruption in supply could have an adverse impadhe Company’s ability to supply the markete Tompany has entered
into an agreement with O-1 Canada Corp. March BD,72to purchase the majority of its glass requinaist The contract
commits APL to purchase certain minimum quantitied types of glass. The contract is for a perfothee years and
expires on March 31, 2010. APL has taken stepedace its dependence on this supplier through ekielapment of
relationships with international producers of glasd through the carrying of increased inventafeselected bottles.

On the whole the Company considers its sourcespylg to be adequate.

Other Principal Contracts

RBC Credit Facilities

The Company has obtained a demand loan that hasaning limit of $60 million from the Royal Bank €anada (“‘RBC”)
that incurs interest at the RBC prime rate. Ort&aper 30, 2007, the Company obtained additionahfting from RBC in
the form of a bulge facility to finance additiomadrking capital requirements. The facility is iretamount of $10 million and
is available during the months of November to Janeach year and increases the Company’s borrdimiitgo $70 million
during this period. On January 28, 2008 the alvditta of this facility was extended to April 300P8.



BMO Credit Facilities

On May 15, 2008, the Company obtained additiomalrftings from the Bank of Montreal (“BMO”). Theausfaexisting term
facilities were replaced with a seven year terniifa the amount of $80 million and will be antimed over a fifteen year
period. The term loan will require monthly paymeoit$0.4 million plus interest and matures on A8 2015. Subsequent
to the repayment of the existing term loans, thex@any unwound the current interest rate swapsecttatthe term loans.
The Company has entered into a new interest ratp siluich effectively fixes the interest rate on$86 million term loan at
5.64% for the term of the debt starting July 2,200

Foreign Exchange Contracts

As at March 31, 2008, the Company held $10.0 millioUS dollar denominated foreign exchange forveamtracts at an
average rate of $0.9981 expiring at various datesglfiscal 2009. The Company also h&Bd0 million euro denominated
foreign exchange forward contracts at an averageofeeuro€1.4704 expiring at various dates during fiscal 2009

Retail Store Leases
The Company has operating leases in place foettsark of 102Vineyards Estate WinesdwWineCountry Vintnergetail
store locations. These leases have terms thag femg one year to ten years in length.

Granville Island Lease
The Company has an operating lease on Granviiadsfor the operation of a craft brewery and rettitre that has a
remaining term of 31 years.

Okanagan Valley Lease
On November 1, 2006, The Company entered into ge@0 lease with Covert Farms Ltd. for 307.1 acfdarw in the
Okanagan Valley in British Columbia. The leaseiegon October 31, 2036.

Employees

As at March 31, 2008 the Company had a total df8 ginployees, of whom 107 full and part-time empésywere covered
by union contracts and 477 were full or part-timptyees oVineyards Estate WinesidWineCountry Vintnershain of
retail stores.

The Company has 98 employees covered by unionamsatin Kelowna, British Columbia and 9 by a undmmtract in
Vancouver, British Columbia. Both locations argered by a contract with the Brewery, Winery andtidery Workers,
Local 300. The Kelowna contract expires on May&108 and the Vancouver contract expires on May809. The
Company anticipates it will be able to successfidigotiate new contracts upon their expiry.

Competition

The wine industry in Canada is intensely competitiased on quality, price, brand recognition astribution, and the
Company competes with a large number of domestiérdarnational wine producers. The Company’s aetitqgrs range in
size from large, well established national and rmational corporations to small “farm gate” wireithat are limited to
selling only wine produced from vineyards ownedcontrolled by the winery. The Company competeshenbasis of
providing value through a balance of quality andggrbrand recognition, and distribution.

The Company is the second largest winery in Candttiea market share of wine sales in Canada, ekxgusine coolers and
ciders, of 12.0% as at March 31, 2008. The Comipasignificant domestic competitors in Canada airedt Canada (a
division of Constellation Brands), and Mission Hill

Regulation

The business of the Company is extensively regiilayeprovincial legislation which governs the maafire and sale of
beverage alcohol. Provincial liquor authoritiesuis licences for the manufacture and sale of bggrateohol in each province.
In addition, provincial regulations govern thecprg, packaging, labelling, advertising, producton distribution of products
manufactured by licensed wineries, breweries astildiies. The Company is in compliance in altten&l respects with
provincial legislation that regulates the manufeeand sale of beverage alcohol. The Compansasraimaterial compliance

with all provincial and federal legislation relagito environmental regulations.
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Risk Factors

The Company’s sales of wine are affected by geeemiomic conditions such as changes in discreficoasumer spending
and consumer confidence in future economic condititax laws and the prices of its products. Astnd sustained decline
in economic growth may cause a lower demand foCtivapany’s products.

Such general economic conditions could impact @any’s sales through the Company’s estate winarid restaurants,
direct sales through licensed establishments gooregales through duty free shops. The Compdieybgthat these effects
would likely be temporary and would not have a iggnt impact on financial performance.

The Canadian wine market continues to be the tafdetv-priced imported wines from regions and doigs that subsidize
wine production and grape growing as well as piiogidizeable export subsidies. In addition, manthege countries and
regions prohibit or restrict the sale of importedenn their own domestic markets. The Company@leith other members
of the Canadian wine industry, is working with tb@nadian government to rectify these unfair traadarizes.

The Company operates in a highly competitive inguestd the dollar amount and unit volume of itesalould be negatively
affected by its inability to maintain or increagéps, changes in geographic or product mix, amgéecline in beverage
alcohol consumption or the decision of retailerge@msumers to purchase competitive products insitttte Company’s

products.

Retailer and consumer purchasing decisions argeinded by, among other things, the perceived atesotuelative overall
value of the Company’s products, including theialgy or pricing, compared to competitive produdtiit volume and dollar
sales could also be affected by purchasing, fimgnadperational, advertising or promotional decisimade by provincial
agencies and retailers which could affect supplyr@onsumer demand for, the Company’s produg@tise Company could
also experience higher than expected selling, géard administrative expenses if it finds it neeegto increase the number
of its personnel, advertising or promotional expeemds to maintain its competitive position.

The Company expects to increase its share of #r@ipm wine business in Canada, principally throtighsale of VQA
wines, and as a result is more dependent on tHigyoarad supply of domestically grown premium gtiairapes. If any of
APL'’s vineyards experience certain weather vanetjmatural disasters, pestilence, other severmemental problems or
other occurrences, APL may not be able to secsuéfiaient supply of grapes and there could besgdesr in our production of
certain products from those regions and/or an &se&én costs. The inability to secure premium tyugdapes could impair the
ability of the Company to supply wines to our cus¢éns. The Company has initiated programs to easteBsistent access to
domestically grown premium quality grapes throug development of additional vineyards, the cotitrygof additional
sources of supply and the holding of additionaglswf inventory. APL'’s arrangements with independeowers are based on
long-term contracts up to thirty years. The potgrapes is determined through negotiations WigtQntario Grape Growers
Marketing Board in Ontario and with independentggrs in British Columbia.

The Company purchases glass, bag-in-the-box, batetta paks, kegs, and other components usde ibdttling and
packaging of wine. The largest component in thé@giag of wine is glass, of which there are few dstit or international
suppliers. There is currently only one commerdadgdier of glass in Canada and any interruptiosupply could have an
adverse impact on the Company’s ability to suplpdyrnarkets. APL has taken steps to reduce itsxdepee on domestic
suppliers through the development of relationshiitis several international producers of glass araligh carrying increased
inventories of selected bottles.

The Company has worked to improve production efficies, selectively increased pricing to increassgprofit and
implemented a higher level of promotion and adsanj activity to combat these initiatives. APL aitter wine industry
participants also generally compete with othertadtio beverages like beer and spirits for conswaneeptance, loyalty and
shelf space. No assurance can be given that censiemand for wine, and premium wine products,asiitinue at current
levels in the future.

11



The Company operates in a highly regulated indusfith requirements regarding the production, distion, marketing,
advertising and labelling of wine. These regulateuirements may inhibit or restrict the Compamgsity to maintain or
increase strong consumer support for and recogrifidts brands and may adversely affect APL’s bes$ strategies and
results of operations. Privatization of liquortdisution and retailing has been implemented iryivey degrees across the
country. The possibility of privatization in Ontariemains a risk to the Company through its impadhe Company’s retail
operations. The provincial government has statat] #hould it consider privatization, it would eggan a consultation
process and would acknowledge the special rolentéi@'’s wine industry.

The wine industry and the domestic and internatioraket, in which the Company operates, are catetohg. This has
resulted in fewer, but larger, competitors whoeage their resources and scale. The increasecktiborpfrom these larger
market participants may affect the Company’s pgdatrategies and create margin pressures, resintpatentially lower
revenues. Competition also exerts pressure otirgxisustomer relationships, which may affect APalslity to retain
existing customers and increase the number of netmers.

The Company has experienced significant incre@sesdrgy costs, and energy costs may continusgpwhich would result
in higher transportation, freight and other opettosts. The Company's future operating expeasdsmargins are
dependent on its ability to manage the impact ef owreases. The Company cannot guarantee thiitlie able to pass
along increased energy costs to its customersdhrimereased prices.

Foreign exchange risk exists on the purchaseseb@tmpany of bulk wine and concentrate that areermatinited States
dollars. The Company does not enter into foreigtharge contracts for trading or speculative purpoBbe Company’'s
strategy is to hedge approximately 50% - 80% dbitsign exchange requirements prior to the begupof each fiscal year.
The Company has entered into a series of foreighamge contracts as a hedge against movementS.igldllar exchange
rates. These contracts are reviewed periodicadigh®ne cent change in the value of the U.S. dasra $100,000 impact on
the Company’s net earnings.

Canada imposes excise and other taxes on bevécabelgroducts in varying amounts which have méject to change.
Significant increases in excise and other taxebe@rerage alcohol products could materially and e affect the
Company'’s financial condition or results of opesasi. In addition, federal and provincial governtakagencies extensively
regulate the beverage alcohol products industrgermimg such matters as licensing, trade practiegsjitted and required
labelling, advertising and relations with consurmensl retailers. Certain federal and provinciautagions also require
warning labels and signage. New or revised reigmgator increased licensing fees, requirementayad could also have a
material adverse effect on the Company’s finarmaldition or results of operations.

The Company’s future operating results also dementhe ability of its officers and other key empeg to continue to
implement and improve its operating and financjatams and manage the Company’s significant relships with its
suppliers and customers. The Company is also depenpon the performance of its key senior managepersonnel. The
Company'’s success is linked to its ability to idgnhire, train, motivate, promote and retain Hjghualified management.
Competition for such employees is intense and ttemde no assurances that the Company will be@béd¢ain current key
employees or attract new key employees.

The competitive nature of the wine industry intéiorzally has resulted in the discounting of refaices of wine in key
markets such as the United States and the Unitegdiéim, in part due to an international grape ssrplihis international
grape surplus, principally in Australia, Chile aadgjentina and high inventories of French wine, daérve to continue the
discounting of wine in international markets. T@mpany has responded by increased promotionaluettising spending
to strengthen the performance of its brands. Thapgamy does not believe that significant price distimg will occur in
Canada beyond current levels.

The Company considers its trademarks, particutatiain brand names and product packaging, adwerasid promotion
design and artwork to be of significant importataés business and ascribes a significant valdledse intangible assets.
The Company relies on trademark laws and othengeraents to protect its proprietary rights. Tharebe no assurance that
the steps taken by APL to protect its intellechraberty rights will preclude competitors from deping confusingly similar
brand names or promotional materials. The Compatgves that its proprietary rights do not infengpon the proprietary
rights of third parties, but there can be no asm@én this regard.

12



As an owner and lessor of property, the Compasuligect to various federal and provincial lawstieato environmental
matters. Such laws provide that the Company cbaltield liable for the cost of removal and reméaliadf hazardous
substances on its properties. The failure to rgraag situation that might arise could lead toroagainst the Company.
These risks are believed to be limited.

The success of the Company’s brands depends up@odiitive image that consumers have of those drawohtamination of

APL'’s products, whether arising accidentally ootigh deliberate third-party action, or other evéimas harm the integrity or

consumer support for those brands, could advesdfeygt their sales. Contaminants in raw matepalshased from third

parties and used in the production of the Compamyducts or defects in the fermentation proceaildead to low product

quality as well as illness among, or injury to, ®amers of the products and may result in redudesi skthe affected brand or
all of the Company’s brands.

DIVIDEND POLICY

The Company’s Class A shares (non-voting) (“Clashares”) are entitled to a dividend in an amogogéto 115% of any
dividends paid or declared on Class B shares @pffiClass B shares”). The present quarterly dimtirates of 8.250 cents
per Class A share and 7.200 cents per Class Bwskagapproved by the Board on June 5, 2008 amqukgeble on July 10,
2008.

The previous rate of 7.500 cents per Class A stuade6.525 cents per Class B share were establitiethe quarterly
dividend payable on July 11, 2007. The rate 0856.2ents per Class A share and 5.5 cents per Blakare were paid
quarterly from October 11, 2006. Prior to that datequarterly dividend rates were 5.4 cents pas€A share and 4.7 cents
per Class B share. The Company’s dividend paymamseviewed annually by the board of directorderé are no
restrictions preventing the Company from payingddinds.

DESCRIPTION OF CAPITAL STRUCTURE

The authorized share capital of the Company canefsan unlimited number of Preference Sharesalsistin one or more
series, of which 33,315 are designated as Prefesdrares, Series A, an unlimited number of Clasisakes and an unlimited
number of Class B shares. The only classes oésliAPL that are issued and outstanding are @ladsres and Class B
shares. The only shares of the Company which aiteedrto vote on matters set out in the notiomeéting of security holders
are the Class B shares. On March 31, 2008 the @ayripad outstanding 3,004,041 Class B shares wittwominal or par
value, each carrying the right to one vote pereshaard 11,888,241 Class A shares. Neither the Blakares nor the Class B
shares may be subdivided, consolidated, reclagsifietherwise changed unless contemporaneousuttiethe other class
of shares is subdivided, consolidated, reclassifieatherwise changed in the same manner and sathe proportion. Inthe
event of liquidation, dissolution or a winding-upthe Company, all of the Company’s property arsets available for
distribution to the holders of Class A shares alas£B shares shall be paid or distributed equstiigre for share, to the
holders of Class A shares and Class B sharesatesge In the event a takeover bid is made f@s8 B shares, the holders
of Class A shares have no right to participateumh $akeover bid.

As described above, Class A shares are non-vatmgisies and are entitled to a dividend in an amhequal to 115% of any

dividend paid or declared on Class B shares. @adwares are voting securities and convertibte@tass A shares on a one-
for-one basis.
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MARKET FOR SECURITIES

The Class A shares (stock symbol “ADW.A") and ClBsshares (stock symbol “ADW.B") are listed andtgdgor trading
on the Toronto Stock Exchange.

The monthly volume of trading and price rangehefC@lass A shares and Class B shares on the T&madoExchange over
fiscal 2008 are as follows:

Class A shares (non-voting) Class B shares (voting)

Period High Low Volume Period High Low Volume
2007 $ $ 2007 $ $

April 11.29 10.30 105,572 April 12.00 11.25 258
May 11.50 10.50 123,802 May 0 0 0
June 11.90 10.60 111,663 June 12.50 12.50 0 30
July 11.50 10.85 98,322 July 14.00 14.00 ®,30
August 11.24 10.01 91,630 August 13.00 a1.3 2,700
September  10.73 10.00 91,323 September 12.00 .0012 765
October 10.60 9.68 57,196 October 12.00 11.55 400
November  10.35 9.21 102,149 November 12.50 aL0.5 2,500
December 10.45 9.27 70,001 December 0 0 0
2008 2008

January 9.90 8.25 103,818 January 11.00 011.0 301
February 9.90 8.75 110,517 February 12.00 a1.3 500
March 9.80 8.95 87,057 March 12.50 11.50 425

Note: All of the above numbers reflect appropred@ustment to account for the 3:1 share split wioctk place on October 31, 2006.

DIRECTORS AND OFFICERS

The names, provinces of residence and principaigaton of the directors of the Company and thegdeturing which each
director has served on the Board of Directors arf®lows:

Name and Province of Residence Principal Occupation Director Since
MARK W. COSENS® @) Managing Director 2001
Ontario, Canada Kilbride Capital Partners

Kilbride Capital Partners is a private managemedvisory firm.

LORI COVERT V.P. Marketing, Communications 1993
Nova Scotia, Canada & Information Technology

Ocean Nutrition Canada Limited
Ocean Nutrition Canada Limited is a supplier of inarbased natural ingredients to the global dietampplements and functional food markets.

C. WILLIAM DANIEL, O.C. @® Corporate Director 1991
Ontario, Canada

RICHARD D. HOSSACK, PH.D® @ President 2004
Ontario, Canada Oliver Wyman Delta Canada

Oliver Wyman - Delta Organization & Leadership is @arganizational consulting firm.

A. ANGUS PELLER, M.D. Director of Medcan WellnessoBram, 1991
Ontario, Canada Senior Medical Consultant

Medcan Health Management Inc.
Medcan Health Management Inc. is a health managéeomnpany.

JOSEPH A. PELLER, M.D., F.R.C.P.(C) Chairman ofBeard 1966
Ontario, Canada Andrew Peller Limited
JOHN E. PELLER President and Chief Executive Office 1989
Ontario, Canada Andrew Peller Limited
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JOHN F. PETCH, Q.Y @® Vice Chairman of the Board 1998
Ontario, Canada Andrew Peller Limited

Chair, University of Toronto

Counsel, Osler, Hoskin & Harcourt LLP
Osler, Hoskin & Harcourt LLP is a law firm.

BRIAN J. SHORT® Sr. Vice President and CFO 2003
Ontario, Canada Dover Industries Limited
Dover Industries Limited is a producer of flour thie food products industry and manufacturer ofgrggoducts.

@ Member of Audit, Finance and Risk Committee
@ Member of Human Resources and Governance Committee
® Member of Pension Committee

The term of office of each director expires atrikgt annual meeting or when their successors acteel

Officers Who Are Not Directors

The names and provinces of residence of the exeontiicers of the Company who are not directord #e position and
principal occupation of each of them with the Compare as follows:

Name and Province of Residence Principal Occupation

GREGORY J. BERTI Vice President, Estate Wines @astanada) and Global Markets
Ontario, Canada

ANTHONY M. BRISTOW Chief Operating Officer

Ontario, Canada

SCOTT D. FRASER Vice President, Estate Wines (Western Canada)
British Columbia, Canada

SHARI A. NILES Executive Vice President, Marketing

Ontario, Canada

PETER B. PATCHET Chief Financial Officer and

Ontario, Canada Executive Vice President, Human Resources
MARIO A. RODI Vice President, Sales and Marketing

British Columbia, Canada Winexpert and Vineco Iméional Products
ROBERT P. VAN WELY President, Winexpert and

Ontario, Canada Vineco International Products

BRENDAN P. WALL Executive Vice President, Operaton

Ontario, Canada

J. CHRISTOPHER ZARAFONITIS Executive Vice Presidesules
Ontario, Canada

There are no existing or potential conflicts o&ieist between any director or officer of the Corgipmatits subsidiaries and the
Company and its subsidiaries. There are no ceade orders (or similar orders) involving any dweor officer and there are
no other penalties, sanctions, insolvency or batksuproceedings outstanding. During the past year's, each of the
officers of the Company has had the same or simifacipal occupation with the Company or the oigation indicated,
except: Mr. Zarafonitis who, prior to February 2082s Global Director, Export of the Company; M#eBlwho, prior to
January 2003, was Director of Marketing at Quakats{Division of Pepsico; Mr. Berti who, prior tané2003, was Director
of Estate Wines of the Compamyr. Fraser who, prior to May, 2005 was Marketingegtor at Grady Wine Marketing Inc.
for Cascadia Brands Inc.; and Mr. Wall who, pripMay, 2007 was Vice President of Operations adddtrial Sales at Gay
Lea Foods.
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The directors and executive officers of APL asaugrbeneficially own, or control or direct, dirgatlr indirectly, 1,999,434
Class B shares, being approximately 66df%the issued and outstanding Class B shares @ahgpany.

TRANSFER AGENT AND REGISTRAR

The transfer agent and registrar for the Compadlgss A shares (non-voting) and Class B sharem@)d Computershare
Trust Company of Canada with its head office inohbo where the registers of transfers for the Cowyiigasecurities are
located.

INTERESTS OF EXPERTS

The audited financial statements of the Companyhferyear ended March 31, 2008 filed with the Caradecurities
administrators are audited by PricewaterhouseCsdgd?, Chartered Accountants. PricewaterhouseGedgd® has
reported that they are independent of the Compaagdordance with the rules of professional condtitite Institute of
Chartered Accountants of Ontario.

REPORT OF THE AUDIT COMMITTEE

The text of the Audit, Finance and Risk committesiarter is attached as Schedule “A” to this AlF.

The Audit, Finance and Risk Committee (the “Audin@nittee”) is composed entirely of independentdaors. The three
members of the Audit Committee are Brian J. SHohajrman), Mark W. Cosens and John F. Petchmaihbers of the
Audit Committee are considered by the Board toistially literate by way of their business expede and educational
background. The following is a brief summary of #ducation and experience that is relevant tpén®rmance of their
responsibilities as Audit Committee members:

Audit Committee Member Relevant Education and Eperience

Brian J. Short Mr. Short is the Senior Vice-Prenichnd Chief Financial Officer of Dover Industiigsited, a
public company whose shares are traded on the o&ock Exchange. Mr. Short holds a
Bachelor of Arts degree from Waterloo Lutheran @nsity.

Mark W. Cosens Mr. Cosens is a Managing Directdiilatride Capital Partners and a former Managing€ior
of Korn/Ferry International, specializing in indtat, energy and financial services. Prior to
joining Korn/Ferry International, Mr. Cosens heleveral positions in the investment and
commercial banking industry. Mr. Cosens holdsaah#lor of Arts in Economics from the
University of Western Ontario and an LLB from OsdedHall Law School.

John F. Petch Mr. Petch is Vice-Chairman of therBand is counsel to the law firm Osler, Hoskin &
Harcourt LLP. Prior to this, Mr. Petch was vice-ictend a senior partner at the firm. His
experience includes serving as a director of Camadad Company; as a director and as a
member of the Governance Committee for ShawCor; lasl.Vice-Chair of the Governing
Council of the University of Toronto; and former&hof the Board and Member of the Business
Services Committee, St. Michael's Hospital. Mr.dhewvas responsible for managing budgets of
significant amounts in his roles at St. Michael'ssdital and the University of Toronto. Mr.
Petch graduated from the University of Western G@miaith a Bachelor of Arts in Economics,
University of Toronto with a J.D. degree and frosgOode Hall Law School with a Masters of
Law degree.

Pre-approval policies

The Audit Committee has adopted the following peiand procedures for the engagement of non-semdiices. The Audit
Committee will pre-approve all audit and non-aseitvices provided by the auditors. This is acc@hed through the Audit
Committee’s recommendation to the holders of CBashares on the approval of the appointment oftrditors at the
Company’s annual meeting and through the Audit Citteals review of the auditors’ annual audit pldPeriodically, the
Audit Committee will update an agreed list of ppeoved services that are recurring or otherwigsaeably expected to be
provided. Any additional requests for pre-appravidllbe addressed on a case-by-case basis toutié @ommittee. The
engagement may commence upon approval by a qudrtima full Audit Committee. 16



External Auditor Service Fees

The table below provides disclosure of the serviiresided and fees earned by the Company’s extawmditor over the
Company’s two most recently completed fiscal years:

Type of Services Fees — Fiscal 2008 Fees — Fig7
Audit fees $248,000 $243,500

Audit-related fees $21,700 $26,400

Sub-total $269,700 $269,900

Tax fees $40,500 $56,000

Total $310,200 $325,900

All recommendations of the Audit Committee to comgege the external auditor in fiscal 2008 and fi2687 have been
adopted.

Audit Fees

Audit fees were paid for professional services esad by the auditors for the audit of the Compaiyiaual financial
statements as well as services provided in coromeatith statutory and regulatory filings.

Audit-related Fees

Audit related services were paid for assurance@ated services that were reasonably relatecetpeéiformance of the audit
or review of the annual financial statements amdret reported under the audit services categayeabThese services
consist of audit of pension plans and quarterlytmge with management.

Tax Fees

Tax fees were paid for tax compliance, tax adviee &x planning professional services. These ceswonsisted of
reviewing tax returns and assisting in responsgevernment tax authorities.

ADDITIONAL INFORMATION

Additional information, including directors' andicérs' remuneration and principal holders of tlwnpany’s securities is
contained in the Company's Management Informatiocu@r dated July 31, 2008. None of the directofficers, 10% (or
more) shareholders of the Company, or any of tiesipective associates or affiliates, have hadjmitte past three most
recently completed financial years, or during tineent fiscal year, a material interest, diredhdirect, in any transaction that
has materially affected or is reasonably expededkterially affect the Company. Additional finehaformation, including
audited comparative consolidated financial statésnéor the year ended March 31, 2008 and relateddgement’s
Discussion and Analysis (“MD&A") is provided in thenual Report to Shareholders. This and otherimétion related to
the Company can be accessed through SEDAR at wdav.sem.
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SCHEDULE “A”

CHARTER OF THE AUDIT, FINANCE AND RISK COMMITTEE
OF THE BOARD OF DIRECTORS OF
ANDREW PELLER LIMITED

Purpose

The primary purpose of the audit committee (thedih@Committee”) of the board of directors (the “Bdg of Andrew Peller
Limited (the “Corporation”) is to assist the BoarfDirectors in fulfilling its oversight responsitties for the Corporation’s
internal control and management information systemgiewing the quarterly financial statements ananagements’
discussion and analysis prior to their releaser@ooimmend their approval to the Board; reviewirggtimual audited financial
statements and managements’ discussion and anph@isto their release and recommend their appriavéhe Board,;
reviewing accounting and auditing developmentsraadting with both financial and accounting persband the external
auditors on issues relevant to the Corporationerang the Corporation’s policies and practiceathad) to insurance coverage,
foreign exchange and interest rate hedging angswing and assessing the qualifications, indeperedand performance of the
Corporation’s auditors.

Consistent with this function, the Audit Commitsreuld encourage continuous improvement of, andldifioster adherence
to, the Corporation’s policies, procedures and fares.

Approval of Charter

This Audit Committee charter requires approvalig/Board.

Future changes to this charter require approvéh®pBoard based on the recommendation of the Adatitmittee.
Structure and Composition

The Audit Committee shall consist of no fewer thfaree members from among the Board.

Each member of the Audit Committee shall be fremfany relationship that, in the opinion of the Bhavould interfere with
the exercise of his or her independent judgemert m®mber of the Audit Committee; and meet thegeddence and
experience requirements of the Toronto Stock Exghand all applicable rules and regulations in @anglating to corporate
governance and audit committee matters, includingilétteral Instrument 52-110 (the “Regulations”).

All members of the Audit Committee must be “finaailyi literate” as such term is defined by the Ratjahs. The Board shall
make determinations as to whether each membee #fitlit Committee satisfies this requirement. fitenbers of the Audit
Committee shall be appointed by the Board annwailfhe recommendations of the Human Resource andr@mce
Committee or until successors are duly appointed.

The Board shall normally designate the Chair ofAhdit Committee. In the event that a Board deggigm is not made, the
members of the Audit Committee shall elect a tempoChair for such meeting by majority vote of thembers in attendance

at the meeting.

Once appointed, Audit Committee members shall cease a member of the Audit Committee only upon:

() resignation from the Board

(i) death

(iii) disability

(iv) not being re-appointed pursuant to the appointpeatess described above.
Meetings

The Audit Committee shall meet at least quartenty more frequently as circumstances dictate.

A majority of Audit Committee members are requifedmeeting quorum. In the event that the numihéwualit Committee
members is an even number, one half of the nunfoeembers shall constitute a quorum.



2

The Audit committee shall meet at least annualiyhvmanagement, and the Corporation’s auditor iraisp committee
sessions.

The Audit Committee may request any officer or esppé of the Corporation or the Corporation’s o@siunsel or
independent auditor to attend a meeting of the tXCdinmittee or to meet or provide consultationth&Audit Committee or
any member thereof.

The CEO, and the CFO and Executive Vice-Presidemhah Resources of the Corporation and represesdatif/the
independent auditors shall normally attend meetiigee Audit Committee. Others may also attenétings as the Audit
Committee may request. Notice of all meetingsiefaudit Committee shall be sent to the Auditorselsas Audit Committee
members.

Resolutions

Resolutions of the Audit Committee shall requirerapal by a simple majority of members voting ontstesolution. The
Chair of the Audit Committee shall not have a diejodiote in the case of a tie.

Responsibilities and Duties
i) Minutes and Reporting to the Board

The Audit Committee shall prepare written minuteslianeetings. In addition, the Chair of the Coittee or designate shalll
report to the Board of Directors after each medtiggsignificant matters addressed by the Commattsech meeting and a
copy of the minutes shall be made available tmalhbers of the Board. The Audit Committee shallemegular reports to the
Board, but not less frequently than quarterly.

ii) Independent Auditor

With respect to the Corporation’s independent audite Audit Committee shall:

e be directly responsible for overseeing the worthefexternal auditor engaged for the purpose qfgrieg or
issuing an auditor’s report or performing other iguetview or attest services for the issuer, idoig the
resolution of disagreements between financial mamegt and the external auditor regarding finamejabrting

¢ have sole authority to recommend to the Board pip@iatment or replacement of the independent auditbject

to shareholder approval)

recommend to the Board the compensation of thepetdent auditor

have the independent auditor report directly toethait Committee

determine the extent of involvement of the indegemduditor in reviewing unaudited quarterly finahcesults

meet with the independent auditor prior to the ahaudit to discuss the planning, scope and sgedfithe audit

approve the selection of the senior audit parthaving primary responsibility for the audit and ¢halit partner

responsible for reviewing the audit

¢ atleast on an annual basis, evaluate the quélifite performance and independence of the inderetiadiditor
and the senior audit partner having primary resipditg for the audit

¢ obtain and review a report from the independenitaudt least annually regarding:

() the independent auditor’s internal quality-conpdcedures,

(i) any material issues raised by the most recentiakeuality control review, or peer review, of the
firm, or raised by any inquiry or investigation ggvernment or professional authorities within the
preceding five years respecting one or more inddg@traudits carried out by the firm,

(iii) any steps taken to deal with any issues, and

(iv)  all relationships between the independent auditdrthe Corporation

e review and approve the Corporation’s hiring polciegarding partners, employees and former pararats
employees of the present and former independeitbaud

e pre-approve all auditing services and permitted-auathit services (including fees and terms therenfpe
performed for the Corporation or its subsidiarigété¥ independent auditor.



iii) Financial Reporting
With respect to the Corporation’s reporting of udited quarterly financial results, the Audit Conterdt shall:

e Prior to their public release and filing with seties regulatory agencies, review and discussméthagement and the
independent auditor the:

press release

consolidated financial statements and notes thereto

management’s discussion and analysis

results of any independent auditor’s review receafapproved by the committee

review the Corporation’s unaudited quarterly finahcesults

recommend to the Board whether the unaudited quiafiteancial statements of the Corporation shdaéd
approved by the Board

O O0OO0OO0OO0OOo

iv) Year-End Audit
With respect to the Corporation’s annual audit,Albeit Committee shall:

e Prior to their public release and filing with seties regulatory agencies, review and discussméthagement and the
independent auditor the:

financial statements and notes thereto for cors@itland separate entities
management’s discussion and analysis

results of the independent auditor’s audit

notice of annual meeting of Shareholders

annual information form

O O O0OO0oOo

e The review of the Corporation’s audited financegults, shall include:

o any significant judgements (e.g. estimates andvesgmade in the preparation of financial statdmen

o any significant disagreements among managementhenthdependent auditors in connection with the
preparation of financial statements

o the extent to which changes or improvements imfifed or accounting practices, as approved by thaitA
Committee, have been implemented

o significant financial reporting issues and judgeteemade in connection with the preparation of the
Corporation’s financial statements, including aigngicant changes in the Corporation’s selection o
application of accounting principles, any majoues as to the adequacy if the Corporation’s interna
controls and special steps adopted in light of nalteontrol deficiencies

o the Corporation’s use of “pro forma” or “adjuste@in-GAAP information

critical accounting policies and practices

o review of alternative treatments of financial imfation in all cases, ramifications of the use afhsu
alternative disclosures and treatments, and tiagntent preferred by the independent auditor

0 any written communications between the independeditor and management (e.g. management letters,
schedule of unadjusted differences)

o the effect of regulatory and accounting initiatiesswvell as off-balance sheet structures on thedCation’s
financial statements

0 management certifications of reports filed by tleeg@ration pursuant to the Regulations

0 integrity of the Corporation’s financial reportipgocesses

o any correspondence with regulators or governmeani@gs and any published reports which raise rahteri
issues regarding the Corporation’s financial statenor accounting policies

o results of the independent auditor’s audit

o discussions with the independent auditor regarsiggificant adjustments, management judgements and
accounting estimates, significant new accountirigies, any difficulties encountered in the coun§the
audit work, any restrictions on the scope of atitigior access to requested information, and gnjfisant
disagreements with management
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o averbal and/or written report, as appropriatenftbe independent auditors describing
() all critical accounting policies and practices &used
(i)  allalternative treatments of financial informatieithin generally accepted accounting principles
that have been discussed with management, rantfisabf the use of such alternative
disclosures and treatments, and the treatmentrprdfby the independent auditors and
(i)  other material communications between the indeparadelitors and management, such as the
annual management letter or schedule of unadjaiffedences

e Recommend to the Board whether the audited cordetidinancial statements of the Corporation shueilabproved
by the Board

V) Annual Proxy Statement and Regulatory Filings

The Audit Committee shall:

e issue any reports required of the Audit Committeké included in the Corporation’s annual proxyesteent
e review and recommend to the Board the approvdl ofaterial documents filed with securities regatstagencies
including:
0 Consolidated Year-end Financial Statements
o Annual Information Form
o satisfyitself that the adequate procedures gotaie for the review of the Corporation’s publisaffhsure of financial
information extracted or derived from the Corpama# financial statements, other than the documefésred to
above, and periodically assess the adequacy & thresedures

vi) Related Party Transactions and Off-Balance Sheet &tcture

The Audit Committee shall:

e Review all related-party transactions includingstadetween the Corporation and its officers orctlrs and, if
deemed appropriate, recommend approval of anycplatitransaction to the Board.

¢ Review any material off-balance sheet structuréscinthe Corporation is a party to.

e Review the audited financial statements for thgp@ration’s pension plans and the costs and oldigatf such plans
annually.

vii) Internal Controls, Risk Management and Legal Matteis

The Audit Committee shall:

e consider the effectiveness of the Corporation’sriml controls over financial reporting and relatgdrmation
technology security and control including the pssces communicate such controls and roles and negplities.

e satisfy itself that adequate procedures are inepfac the review of the issuer’s public disclosofdinancial
information extracted or derived from the Corparals financial statements, other than the pubgicldsure referred
to above, and will periodically assess the adequaéttyose procedures.

e discuss with management the Corporation’s majanfifal risk exposures and the steps managemetdakersto
monitor and control such exposures, including tloepGration’s risk assessment and risk manageméicigso
including the use of derivative financial instrurtserAreas to be considered in this respect include:

0 insurance coverage
o foreign exchange exposure
0 interest rate exposure

e review with management, and if necessary, the Gatjpn’s counsel on a quarterly basis:
o anylegal matter which could reasonably be expdothdve a material impact on the Corporationaiuial
statements or accounting policies, and
o0 the status of all material law suits



viii) Capital Structure, Investment and Cash Management #licies, Disclosure Policy
The Audit Committee shall:

e review and recommend to the Board whether any @sategthe Corporation’s capital structure shouldpgroved
e review and approve the Corporation’s investmentcasth management policy
e review and approve the Corporation’s disclosurécpol

iX) “Whistle Blower” and Related Procedures

e The Audit Committee shall oversee the establishmémirocedures for the receipt, retention and tneat of
complaints received by the Corporation regardirgganting, internal accounting controls or auditimgfters and for
the confidential and/or anonymous submission byleyeps of the Corporation of concerns regardingtioeable
accounting or auditing matters. The identity of gerson making a submission on a confidentialsbsisall be
revealed, at a minimum, to the Chair of the Audib@nittee. The identity of any such person, howeviiotherwise
be treated as confidential. The Committee shedl bé provided with such evidence as it requestsrifirm that no
disciplinary action has been taken against suckoper

¢ Management shall report to the Audit Committee dimeely basis all discovered incidents of fraudhivitthe
Corporation, regardless of monetary value.

X) Review of Charter and Self Assessment
The Audit Committee shall:

e Review and reassess annually the adequacy of tiziges.
¢ Review annually the Audit Committee’s own performan

Xi) Corporate Knowledge and Other Activities
The Audit Committee shall:

e Strive to expand continually its knowledge of ther@ration’s activities.
e Carry out such other activities consistent witls @@harter, the Corporation’s by-laws and govertémng that the
Audit Committee or the Board deem necessary oragpjate.

Other Advisors

The Audit Committee shall have the authority taireindependent legal, accounting or other advieohsding consulting with
the national office of the independent auditor.e Torporation shall provide for appropriate fundiag determined by the
Audit Committee, for payment of compensation toitlteependent auditor for the purpose of renderiigsaing an audit report
and to any advisors employed by the Audit Committee

Limitations on Committee’s Duties

While the Audit Committee has the responsibiliiesl power set forth in this Charter, it is notdigy of the Audit Committee
to plan or conduct audits or to determine thaCtbgporation’s financial statements and disclosaresomplete and accurate
and are in accordance with generally accepted atioguprinciples and applicable rules and regufetio These are the
responsibilities of either management and/or tdependent auditor.

In discharging its duties, each member of the AQditnmittee shall be obliged only to exercise ttre adiligence and skill that
a reasonably prudent person would exercise in caabpacircumstances. Nothing in this Charter udirig designating any
member of the Committee as an “audit committeenfited expert” is intended, or should be determiteeonpose on any
member of the Committee a standard of care oretlitg that is in any way more onerous or extenkize the standard to
which all members of the Board are subject.

The essence of the Committee’s responsibilitie® imonitor and review the activities describedtiis tCharter to gain
reasonable assurance (but not to ensure) thaestiehies are being conducted properly and effetyiby the Corporation.



