MANAGEMENT’S DISCUSSION & ANALYSIS
For the Three Months and Year Ended March 31, 2008

The following management’s discussion and analysis (‘MD&hovides a review of corporate developments, results of
operations and financial position for the three months aad geeded March 31, 2008 in comparison with those for the
three months and year ended March 31, 2007. This discussioepsrgd as of June 23, 2008 and should be read in
conjunction with the audited consolidated financial stetets for the years ended March 31, 2008 and 2007 and the
accompanying notes contained therein. All dollar amounts are sggdrissCanadian dollars unless otherwise indicated.

FORWARD-LOOKING INFORMATION

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

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

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

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

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

Overview

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

With a focus on serving the needs of all wine consumeesCtimpany produces and markets consumer-made wine kit
products through Winexpert and Vineco International Prodii¢tts. Company also owns and operates Vineyards Estate
Wines and WineCountry Vintners, independent wine retailer©ntario with more than 100 well-positioned retalil
locations. The Company also markets craft beer under thevitgalsland brand. The Company’'s products are sold
predominantly in Canada.



The Company has taken decisive steps to increasecitis fin the premium 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. meliwith this focused strategy, over the last threesyttee Company
completed the acquisition of three premium and ultearium wine producers — Thirty Bench Winery, Cascadia Brands
and Red Rooster Winery. With the acquisition of Cdisgahe Company decided to integrate its Port Moody fadilio
Cascadia’s Kelowna facility. Costs related to thegragon and the closure of the Company’s Port Moody fgddibeing
expensed as incurred.

The Company’s stated mission is to build sales voluméts giremium and ultra-premium brands by delivering to its
customers and consumers the highest quality wines at thpdssi#ihle value. To meet this goal, the Company is inygestin
in improvements in the quality of grapes and wines, its winemaddpgbilities and in its quality management programs.

APL is focused on initiatives to reduce costs and enhasqgaroduction efficiencies through a continual reviewhsf t
Company’s operations. The Company continues to expand andtkea its distribution through provincial liquor boards,
the Company’s network of more than 100 Vineyards Estatee®Vamd WineCountry Vintners retail locations, estate
wineries, restaurants and other licensed establishm&his distribution network is supported by sophisticatddssa
marketing and promotional programs. In addition, the Compammy fime to time evaluates the potential for acquisitio
and partnerships, both in Canada and internationally, teefurtimplement its product portfolio and market presence.

As a result of continued strong performance, the Companyasedeannual common share dividends on September 30,
2006 by 18% to $0.253 per share on Class A shares and to $0.22@ngepistClass B shares. On June 8, 2007 the
Company increased its annual common share dividends hyharfd9% to $0.300 per Class A share and to $0.261 per
Class B share. Subsequent to year end, on June 5, 2008 the Cdngaaged its common share dividends by an
additional 10%. See “Subsequent Events” for more details.

At the Company’s Annual and Special Meeting of Shareholtletd on September 20, 2006, Class B shareholders
approved a three for one split of each of the Classid\@ass B shares effective October 31, 2006. Accordingly, the
Company has retroactively adjusted share capital and @er amounts to reflect the impact of the share split.

The Canadian Wine Market

The market for wine in Canada continues to grow, drivedmarily by an aging population favouring the more
sophisticated experience that wine offers, as welhasaidely reported health benefits of moderate wine consampti
However, imports from major wine-producing countries, pawidyllitaly and Australia, continue to expand their share of
the Canadian market, in many cases supported by exteywieenment subsidy programs that are unmatched in Canada.
Canada remains one of the world’'s largest importer&iog, resulting in significant growth in foreign winelesa in
Canada over the past five years. To ensure that fdiopén trade practices exist in the domestic Canadianmaniet,

the Company is working closely with other Canadian winedpcers and the Canadian government to address this
important issue.

For the year ended March 31, 2008, consumption of wine in Capadimiding Quebec, where the Company does not
participate, and excluding the refreshment wine categosg at approximately 5.3% after increasing by 6.6% in 2007.
Imported wines represented the majority of this growtlepanting for 65.0% of total volume in 2008. Canadian-made
wines experienced a slight decline in market shalldao 35.0% of total Canadian wine sales from 35.4% in 200%
Company’s share of the total Canadian market in 200812#%6 compared to 12.1% in 2007. The Company’s share of
the Canadian domestic market increased from 33.6% in 2007 to 34.2008 primarily due to a return to more normal
supply issues in both Eastern and Western Canada and strong pectfroan recent product introductions.

The Vintners Quality Alliance (‘VQA'), established ih989, has become recognized throughout the world as the
appellation system for Canadian wines that meet stidgtdards of excellence. The Company’s sales of VQAymkzsid
wines increased by 30.3% in 2008 compared to a 1.6% decre2887n A strong 2006 vintage increased sales in fiscal
2008 as grape supply in the Ontario market returned to normal levels.

Red table wines continued to grow in popularity, withlt@anadian volume sales rising 6.2% in 2008 compared to 8.8%
in 2007. Volume sales of the Company’s red wine portfolio increased 8.2008 after a 6.0% increase in 2007. Volume
sales of white table wines in Canada rose 4.8% in 2008 and 53907n while the Company’s sales of white table wines
were up 3.4% in 2008 compared to 1.4% in 2007.



The Company believes that industry sales for wine kit€anada were flat in 2008 after declining by 3.0% in 2007.
Despite the soft consumer-made wine market in Canatizs at Vineco International Products increased sjightt008
while those at Winexpert declined marginally.

Financial Statements and Accounting Policies

The Company prepared its financial statements in Canadbllars in accordance with Canadian generally Fede
accounting principles (GAAP). The Company’s significantoaoting policies are summarized in Note 1 to the
consolidated financial statements. The Company aldae#iEBITA (defined as earnings before interest, inctanes,
amortization, other income (losses) and unusual items) teureds financial performance.

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

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

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

Critical Accounting Estimates

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

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

Inventory Valuation
Inventories are valued at the lower of cost and net realizahle.v@lost is determined on an average cost basis.

The Company utilizes a weighted average cost calculatiatetermine the value of ending inventory (bulk wine and
finished goods). In 2008, management calculated the avepagéoc domestic and import wine separately. In previous
years all domestic and imported wine purchases were adgcetp determine a consolidated average cost. The change
estimate in 2008 was necessitated by the fact that dongeapie production has returned to more normal levelshwvhi
resulted in higher quality grapes, but also at highetsco8s a result, the Company’s purchase and use of iethaines
has been substantially reduced.

The Company has treated the change in estimate orspegtive basis and the impact in 2008 was to increase damyent
and reduce cost of sales by $10.6 million. As a result, enairegtory values now reflect the average costs of the 2007
domestic vintage, which remains in ending inventory asatM31, 2008 and which will be processed and available for
sale in subsequent periods.

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

Goodwill

Goodwill on the purchase of Hillebrand in 1993, Vineco InternatidProducts in 1996, Brew King (now named
Winexpert) in 1997, Distrivin and Winexpert in 2004, Wine No2005 and Cascadia, Thirty Bench and Red Rooster in
2006 represents the excess of purchase price of acquisetbsses over the fair value of the net assets acquided
impairment test was conducted at year end and, based on theotthétsest; the Company determined that Goodwill had
not been impaired.



Intangible assets

Intangible assets primarily relate to customer contracts, $eamtl customer based relationships that have been acquired
through recent acquisitions. Management believed that its brands liaveah fixed or determinable life and consequently
brands are not amortized but are subject to annual impairmenb#sstd on a comparison of the carrying amount to the
estimated fair market value of the brands. The amortizatioodgerelated to those intangible assets with finite lives ar
based on the expected duration of the contracts and relatipagljpired. These intangible assets will be tested for
impairment when events or circumstances arise that indicapasrment may exist.

Recently adopted accounting pronouncements

On April 1, 2007 the Company adopted the Canadian Institutdaft€ed Accountants (CICA) handbook sections 1530
“Comprehensive Income,” 3251 “Equity,” 3855 “Financial Instrument&Rkecognition and Measurement” and 3865
“Hedges.” As required, these standards have been adoptsakgtioely and comparative amounts for the periods have not
been restated.

a) Comprehensive Income

Comprehensive income is comprised of net earnings oala®ther comprehensive income (“OCI”). OCI represents the
change in equity for a period that arises from unredlgains and losses on available-for-sale securitigé€langes in the
fair market value of derivative instruments designatedealges.

b) Equity

This section requires separate presentation of changaguity for the period arising from net income, OCI, contebut
surplus, retained earnings, share capital and reseéxgegmulated OCI is included in the consolidated balafeet as a
separate component of shareholders’ equity. The Company does notlginaige any accumulated OCI.

¢) Financial Instruments

This new standard requires the Company to revaluaioeof its financial assets and liabilities, includingridatives
designated in qualifying hedging relationships and embedded dersvatigertain contracts, at fair value on the initial date
of implementation and at each subsequent financialrtiegadate. This standard also requires the Companyagsity
financial assets and liabilities according to theirrabteristics and management’s choices and intentiortedelaereto for
the purposes of ongoing measurement.
Classification choices for financial assets include:

a) held for trading — measured at fair value with changes in &uiewvecorded in net earnings;

b) held to maturity — recorded at amortized cost wiling and losses recognized in net earnings in the period
that the asset is derecognized or impaired;

c) available for sale — measured at fair value with changdair value recognized in other comprehensive
earnings for the current period until realized through didmrdenpairment; and

d) loans and receivables — recorded at amortized costgains and losses recognized in net earnings in the
period that the asset is derecognized or impaired.

Classification choices for financial liabilities include:
a) held for trading — measured at fair value with changes in &uiewecorded in net earnings; and

b) other — measured at amortized cost with gains arsgt$osecognized in net earnings in the period that the
liability is derecognized.Subsequent measurement foe thesets and liabilities is based on either fair value
or amortized cost using the effective interest methogemiging upon their classification. Fair value is
based upon quoted market pricing from active markets andtlaeenise determined using a variety of
valuation techniques and models. Any financial asset or liabilitypeaassified as held for trading as long
as its fair value is reliably determinable.



In accordance with the new standard, the Company'’s finarssatsaand liabilities are generally classified and measured as
follows:

Assets/liability Measurement
Accounts receivable Loans and receivables Amortized cost
Accounts payable & accrued liabilities Other liabilities Atired cost
Bank indebtedness — operating line Other liabilities Amortizet co
Dividend payable Other liabilities Amortized cost
Interest rate swaps Other liabilities Fair value
Foreign exchange forward contracts Other liabilities Faliney

The Company’s interest rate swaps and foreign exchangecisnare derivatives and are recorded at fair véiwmigh

other income/loss. As a result, on adoption of this stantladCompany recorded a net increase of $216 to prepaid and
other assets, a net increase of $68 to future income, @xes increase of $20 to long-term debt and an opening retained
earnings adjustment of $128.

Embedded derivatives (elements of contracts whose aass fhove independently from the host contract) are required to
be separated and measured at fair values if certaeri@ are met. Under an election permitted by the nendsird,
management reviewed its contracts and determineditha@@dmpany does not currently have any embedded dersrative
these contracts that require separate accounting and disclosure.

d) Hedges

Hedge accounting is optional. When hedge accounting is noedpisie change in the fair value of the hedging instrument
is recorded directly into earnings. The Company has chodeto rdesignate any of its current hedging instruments as
hedges for the purpose of this section and has recdhdethir value adjustments of these instrumentsutiiroother
income.

e) Transaction Costs

Transaction costs related to long-term debt are nettansagiae carrying value of the liability and are then amortiaest
the expected life of the instrument using the effective istanethod. On adoption of this new standard the Company
recorded an adjustment on April 1, 2007 to reduce other assets by $599 andnodebteby $599.

Recently issued accounting pronouncements

The CICA has issued the following accounting standards:

a) CICA Handbook Section 1535 “Capital Disclosures” estaldisstandards for disclosing information about a
Company’s capital and how it is managed to enable usenseofirtancial statements to evaluate the Company’'s
objectives, policies and procedures for managing capitais section is effective for fiscal years beginning oafter
October 1, 2007.

b) CICA Handbook Section 3862 “Financial Instruments — Disckss' requires disclosures in the financial statements
that will enable users to evaluate: the significasicBnancial instruments for the Company’s financial pgositand
performance; and the nature and extent of risks arisorg financial instruments to which the Company is exposed
during the period and at the balance sheet date, and h@oitheany manages those risks. This accounting standard
is effective for fiscal years beginning on or after October 1, 2007.

c) CICA Handbook Section 3863 “Financial Instruments — Ptaten” establishes standards for presentation of
financial instruments and non-financial derivatives. sT¢gction complements the existing CICA Handbook Section
3861 “Financial Instruments — Disclosure and Presentaton’ is effective for fiscal years beginning on or after
October 1, 2007.

d) CICA Handbook Section 3031 “Inventories” provides guidapa the determination of cost and its subsequent
recognition as an expense, including any write-down to néizabke value. It also provides guidance on the cost
formulas that are used to assign costs to inventaridsis effective for fiscal years beginning on or afteuday 1,
2008.

e) In February 2008, the CICA issued Section 3064, “Goodwill atahdible Assets,” which replaces Section 3062,
“Goodwill and Other Intangible Assets.” This new staddarovides guidance on the recognition, measurement,
presentation and disclosure of goodwill and intangibletas3éis accounting standard is effective for annual and
interim periods beginning on or after October 1, 2008.



f) International Financial Reporting Standards (“IFRSI). February 2008, the Canadian Accounting Standards Board
confirmed that the use of IFRS will be required for Canadiarigylsiccountable enterprises for years beginning on or
after January 1, 2011. The Company will be required to report under IFRfBibgdApril 1, 2011.

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

Changes in borrowing and foreign exchange rates can hsigmificant impact on the Company’s overall profitability.
Accordingly, management has utilized interest ratepsvemnd foreign exchange forward contracts to mitigate these
Management has not chosen to apply hedge accounting to thesmémttrand as a result, changes in the fair market value
of these contracts are recorded through other income eack.p/Vhile this accounting policy decision may resukame
future variability in net earnings as a result of merknarket adjustments, management is satisfied Heacontracts
sufficiently reduce the interest rate and foreigrrency risk in the Company’s operations. In addition,gaation costs
related to all financial instruments are netted agdhestcarrying value of the financial instrument andaar®rtized over

the expected life of the instrument using the effective istanethod.

Results of Operations

FOR THE YEARS ENDED MARCH 31, 2008 2007 2006

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

Sales 237,130 228,192 211,775
Gross profit 102,727 95,108 85,584
Gross profit (% of sales) 43.3% 41.7% 40.4%
Selling general and administrative expenses 73,019 67,443 62,682
Earnings before interest, taxes, amortization, other loss andalnus 29,708 27,665 $22,902
items

Other loss and unusual items (718) (206) (1,960)

Net and comprehensive earnings 11,381 9,472 6,054

Net earnings excluding other income (loss) and unusual items 11,862 9,610 7,352
Earnings per share — basic and fully diluted - Class A $0.78 $0.65 $0.42
Earnings per share — basic and fully diluted - Class B $0.68 $0.57 $0.36
Dividend per share — Class A (annual) $0.300 $0.253 $0.215
Dividend per share — Class B (annual) $0.261 $0.220 $0.186

Sales increased 3.9% for the fiscal year ended March 31, 20G8 digher sales of the Company’s premium wines sold
through all of the Company’s trade channels and the impaeve product launches during 2008 and 2007. The increase
is also the result of higher sales of premium wines dutné return to normal grape supply conditions in Ontand, a
improved supply of wine and beer in Western Canadian nsarkBuring 2007 and 2008 the Company launched a number
of new products through provincial liquor stores and the Compaweywgork of retail stores, including four distinct varietal
blends under the new XOXO brand, Croc Crossing which is a ldkeAustralian and domestic varietal wines, and Peller
Estates’ French Cross, which became Canada’s firststamene available in the popular tetra pak formateSalf VQA

wine in fiscal 2007 were negatively impacted by the short cr@ntario. In 2008, the Company continued to invest in its
sales and marketing efforts with the aim to grow sales vesuof its products through new and increased advertising and
promotional initiatives in all trade channels, increasatbs staff focused on the licensee channel, investriremsw
upscale retail store concepts and layouts, training of retail ataffinvestments to increase tourism at its estate wineries.

Gross profit as a percentage of sales improved to 43.3i%cal 2008 compared to 41.7% and 40.4% respectively in prior
fiscal years. The increases are primarily due to highks volume of premium and ultra-premium wines and theased
value of the Canadian dollar which reduced the cost ¢ wurchased on international markets. Gross profisaafi2006
was impacted by accounting adjustments required to value purdhasatbry from Cascadia at fair market value.



Selling and administrative expenses have increased bedast three years due primarily to the acquisitioinghirty
Bench, Cascadia and Red Rooster and as a result ciisedreosts associated with the product launches of Frensh C
Tetra Pak, Croc Crossing and XOXO. As a percentagdex, selling and administrative expenses increased to 3@18% f
the year ended March 31, 2008 compared to 29.6% in fiscal 2007saadZ006. The Company expects to realize more
economies of scale and cost synergies related to these aogsisitfiscal 2009.

Primarily as a result of the sales growth, earningsrbeiiaterest, taxes, amortization, other loss and unusemisit
(“EBITA") increased 7.4% to $29.7 million in fiscal 2008 compare&2d.7 million in fiscal 2007 and $22.9 million in
fiscal 2006.

Amortization expenses declined 2.3% in fiscal 2008 compaitictie last fiscal year while interest expense haseased
primarily due to higher levels of debt resulting from imged investments in inventory as the grape crop in Ontar
returned to normal levels.

In fiscal 2008, the Company recognized a net loss of $0.4 million relatied toark-to-market adjustments on interest rate

swaps and foreign exchange contracts (see Critical AdoguBstimates). In addition, an unusual charge to earnings of
$0.3 million was recorded primarily due to the integratidnthe Company’s Port Moody operations into Cascadia’s

Kelowna facility. The Company closed its Port Moody B.C. wineffective December 31, 2005 and expects to sell the
facility during 2010.

The Company’s provision for future income taxes were ratlbge$1.3 million during the year due to changes in future
income tax rates that were part of the most recentr&eBadget partially offset by an increase in the miori for income
taxes.

Net and comprehensive earnings increased over the lastytbars primarily due to higher sales levels andawgu gross
profit, the impact of reductions in the rates of corporatmorme taxes partially offset by increases in selling and
administrative expenses. Including the impact of the dtdsses and unusual items and changes in future incomatésx

net earnings and comprehensive earnings for the year &fatett 31, 2008 was $11.4 million or $0.78 per Class A share
compared to $9.5 million or $0.65 per Class A share last year.

Quarterly Performance (unaudited)

($000) except per share Q108 Q208 Q308 Q408| Q107 Q207 Q307 Q407
amounts $ $ $ $ $ $ $ $

Sales 57,140 61,236 66,052 52,702 55,135 59,413 63,225 50,419
Gross profit 24,466 26,196 28,740 23,325 22,830 25,044 26,340 20,894
Gross profit (% of sales) 42.8% 42.8% 43.5% 443% 41.4% 422% 41.7% 41.4%
EBITA 7431 7,765 9,823 4,689 6,802 7,328 9,286 4,249
Other income (loss) and

unusual items 314  (394) (221) (417) (34) (164) (15) 7

Net and comprehensive 2914 2,652 5,013 802 2,376 2,556 4,142 398
earnings

EPS — Class A basic & diluted $0.20 $0.18 $0.35 $0.05 0.16 0.18 0.29 0.02
EPS — Class B basic & diluted $0.17 $0.16  $0.30  $0.05 0.14 0.16 0.25 0.02

Sales increased 4.5% during the three months ended March 31, 20ti8tkde strength of premium wines sales caused by
the return to normal grape supply conditions in the Ontasaoket. Gross profit as a percentage of sales irenieas
44.3% of sales during the quarter compared to 41.4% lastlyeaprimarily to the higher sales volumes of premium and
ultra-premium wines and the increased value of the Canatbllar which partially offset higher grape and rawtamal
costs. Sales and marketing expenses have increased gudhter due to sales and marketing costs associittedhe
development of new brands and in response to increased competitiviy.a@ivier loss for the three months ended March
31, 2008 related to mark-to-market adjustments on the Compantgiest rate swaps and outstanding forward foreign
currency contracts. Under the new CICA accounting stdaddhese financial instruments must be reflected in the
Company'’s financial statements at fair value each period.



Unusual charges in the current and prior year prignalate to costs incurred in the rationalization of @@mpany’'s
British Columbia operations. During the quarter, the Camg{s future income tax expense was reduced by $0.50 million
due to changes in future income tax rates that were containediastederal Budget.

The third quarter of each year is historically the strongestring of sales, gross profit and net and comprehensive earnings
due to increased consumer purchasing of the Company’s productg theiholiday season.

Liquidity and Capital Resources

As at March 31, March 31,
($000) 2008 2007

$ $
Current Assets 121,954 107,657
Property Plant & Equipment 94,480 87,143
Goodwill 36,171 36,171
Other Assets 7,139 7,985
Total Assets 259,744 238,956
Current Liabilities 95,345 82,341
Long-Term Debt 46,946 44,423
Employee Future Benefits 3,167 4,007
Future Income Taxes 11,606 12,663
Shareholders’ Equity 102,680 95,522
Total Liabilities & Shareholders’ Equity 259,744 238,956

The changes to the Company’s balance sheet at March 31, 2008 abitapttre prior year-end are primarily due to an
increase in inventories as a result of the returmarsal crop conditions in Ontario and in higher levels afoaots
payable and accrued liabilities due to the timing of paysnensuppliers. In addition, the Company had higher levels of
capital investments in property, plant and equipment during 68 due to the upgrading of the restaurant, tasting room,
and retail store at Hillebrand and the planting of a \angyn British Columbia also affected the balance stegnhg the
year.

During fiscal 2008 the Company generated cash from operatingiest after changes in non-cash working capital items,
of $8.8 million compared to $4.5 million last year. Cash floonfroperating activities increased due to higher neireggn
and a reduction of the increase of non-cash workingalag@ms, principally due to inventory partially off¢st increased
accounts payable and accrued charges.

The Company’s purchases of domestically grown grapesaisedeto $22.6 million for the year, up from $18.5 million last
year. The increase in inventory of wine made from domelstigabwn grapes and corresponding reduction in the use of
imported wine resulted in the change in the estimatealfevof inventory at March 31, 2008. The cost of domestically
grown grapes is significantly higher than wine purchasedhi@nriational markets. Inventory levels are also deperaent
increased use of domestically grown grapes thatsed in premium and ultra-premium wines which are dged much
longer period than imported wine. Typically these winesagesl between one to three years before they are Sdids
aging process is reflected in the amount of inventory held bgohepany.

Investments of $14.3 million in property, plant and equipmemeweade in fiscal 2008 compared to $9.3 million in the
prior year. The increase in fiscal 2008 is primarily eatio a $5.1 million investment in the development of a vineyard
the Okanagan Valley in British Columbia and a $3.5 miliiovestment made in upgrading the restaurant, tasting,room
and retail store at Hillebrand. Excluding these items, capitadepg was $5.7 million for the year ended March 31, 2008.

As at March 31, 2008 total bank indebtedness increased to $111dnrodinpared to $101.8 million at the end of fiscal
2007. The increase was due primarily to increases inntrentory of bulk wine related to the 2007 vintage and by
increased investments in vineyard development and enhancem#reHillebrand winery during fiscal 2008.

On April 12, 2007 the Company obtained additional financing fiteerBank of Montreal in the form of a seven year term
bank loan in the amount of $10.0 million. The term loan is for the pugda®veloping a vineyard on 300 acres of land in
the Okanagan Valley in British Columbia. The land haanleased for a 30 year period which expires on October 31,
2036. As at March 31, 2008, $9.3 million has been drawn on this facility.



On October 2, 2007 the Company obtained additional financing tihenRoyal Bank of Canada in the form of a bulge
demand facility to finance additional working capital regoients. The facility is in the amount of $10 million and is
available during the months of November to January each year aedsesrthe Company’s borrowing limit to $70 million
during this period. On January 28, 2008 the availability isf fdcility was extended to April 30, 2008. As at March 31,
2008, $57.7 million was drawn on this facility.

On May 15, 2008 the Company refinanced its borrowings from the Bank ofdabnfrhe Company’s term credit facilities
were combined into a seven year term bank loan in the ardé@&0 million. The facility requires monthly principal
payments of $0.4 million plus interest and matures on April 30, 2015.

The ratio of debt to equity increased to 1.09:1 at March 31, 200fazethto 1.07:1 at March 31, 2007 and 1.04:1 at
March 31, 2006. At March 31, 2008, the Company had unused debt available in the afri@@r® million on its demand
loan facility. Management is confident it can generaféicsent cash flow from operations to meet its debt ieémg and
principal payment requirements over both the short and the long term

Common share dividends were increased 18% effective i8eete30, 2006 and a further 19% effective June 30, 2007.
The dividend on Class A shares increased 19% from $0.2584uer t® $0.300 per share. The dividend on Class B shares
rose 19% from $0.220 per share to $0.261 per share. Subseqtreneta of the year, on June 5, 2008, the Company
increased annual common share dividends by a further 10%. See “Sub&aaqurts” for more details.

Working capital as at March 31, 2008 was $26.6 million compared to &#ién as at March 31, 2007. Shareholders’
equity as at March 31, 2008 rose to $102.7 million or $6.90 per contmoa som $95.5 million or $6.41 per share as at
March 31, 2007. The increase is due primarily to the strong earningsrpanice in fiscal 2008.

Contractual Obligations
The Company’s major contractual obligations as at March 31, 2008 wislas:

($000) Total 2009 2010 2011 2012 2013  Thereafter
Long-Term Bank Loan 53,722 6,829 15,079 4,516 4,516 18,482 4,300
Operating Leases 8,409 3,630 2,862 1,255 389 191 82
Pension Obligations 4,547 847 847 847 847 847 312

Long-Term Grape Contracts 357,461 25,845 25,587 26,050 26,642 24,537 228,800

Total Contractual Obligations 424,139 37,151 44,375 32,668 32,394 44,057 233,494

Included in operating leases are payments for leases on the @osngmeyards Estate Wines stores in Ontario.

Common Shares Outstanding

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

Shares outstanding June 23, 2008 March 31, 2008 March 31, 2007
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

Related Party Transactions

As at March 31, 2008 the Company has guaranteed debt of up tonfiiof for Rocky Ridge Vineyards Inc., a joint
venture in which the Company has a 50% interest. The jeimiuke grows grapes on a vineyard in the Similkameen
Valley in British Columbia.



Subsequent Events

As a result of continued strong performance, on June 5, 2008, thea@prapnounced that it would increase annual

common share dividends for shareholders of record on June 30, 2008. The dividdlads A shares increased 10% from

$0.300 per share to $0.330 per share. The dividend on Class Bisbegased 10% from $0.261 per share to $0.288 per
share. This was the third consecutive annual increase in digidend

On May 15, 2008, the Company obtained additional financing frenBéimk of Montreal. The four existing term facilities
were replaced with a seven year term facility inah@unt of $80 million and will be amortized over a fiftgear period.

The term loan will require monthly payments of $0.4 milliduspgnterest and matures on April 30, 2015. The proceeds of
the loan will be used to repay operating facilities and peoatitional capital for potential acquisition opportunities.

Subsequent to the repayment of the existing term loans, the Company utihwwandent interest rate swaps related to the
term loans. The Company has entered into a new sttesie swap which effectively fixes the intereserah the $80
million term loan at 5.64% for the term of the debt starting July 2, 2008.

On June 13, 2008, the Company acquired the remaining 50% inteRstky Ridge Vineyards Inc. which was financed

with the new term loan. Concurrent with the acquisition, the Compaoynas the Rocky Ridge vineyard mortgage in the
amount of $0.8 million, repayable at $50,000 per annum plus int@rgstme plus 0.25% and a $0.8 million working

capital facility that bears interest at the Bank of Montreiahg@irate of interest.

Strategic Outlook and Direction

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

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

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

The Company expects to continue to launch new premium ardpo#mium brands in fiscal 2009. The acquisitions of
Thirty Bench, Cascadia and Red Rooster are expectedntinge to contribute to increase sales and to enhance the
Company’s presence in the sale of ultra-premium winegSainada. Marketing and sales support will be focused on key
brands sold across the country, and management expestasdlenarketing expenses for fiscal 2009 to rise modgratel
The Company expects to invest in capital expenditures t@dufpongoing commitment to producing the highest-quality
wines.

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

Following the acquisition of Cascadia, management begamrieess of rationalizing and integrating its two British
Columbia facilities to capture production and overheaerges. Management expects the integration to be camplet
during fiscal 2009.

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

Risks and Uncertainties
The Company’s sales of wine are affected by general edonmnditions such as changes in discretionary consumer

spending and consumer confidence in future economic conditensaws and the prices of its products. A steep and
sustained decline in economic growth may cause a lower defmatihe Company’s products.
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Such general economic conditions could impact the Companys shtough the Company’'s estate wineries and
restaurants, direct sales through licensed establishmedtexport sales through duty free shops. The Company believes
that these effects would likely be temporary and would not have aicigmifmpact on financial performance.

The Canadian wine market continues to be the targebwvefpticed imported wines from regions and countries that
subsidize wine production and grape growing as well agiging sizeable export subsidies. In addition, many of these
countries and regions prohibit or restrict the sale of itegowine in their own domestic markets. The Company, along
with other members of the Canadian wine industry, ikimgrwith the Canadian government to rectify these unfadetr
balances.

The Company operates in a highly competitive industry aaddtilar amount and unit volume of its sales could be
negatively affected by its inability to maintain or increpsgees, changes in geographic or product mix, a general decline in
beverage alcohol consumption or the decision of retailers nguoters to purchase competitive products instead of the
Company'’s products.

Retailer and consumer purchasing decisions are influelngedmong other things, the perceived absolute or relative
overall value of the Company’s products, including their qualitypricing, compared to competitive products. Unit
volume and dollar sales could also be affected by purchdgiagcing, operational, advertising or promotional decisions
made by provincial agencies and retailers which couldasiepply of or consumer demand for, the Company’s products.
The Company could also experience higher than expected sajlemgral and administrative expenses if it finds it
necessary to increase the number of its personnel, advertisimgprootional expenditures to maintain its competitive
position.

The Company expects to increase its share of the preminenbwisiness in Canada, principally through the sale of VQA
wines, and as a result is more dependent on the qualityuppty ©f domestically grown premium quality grapes. If any
of APL’s vineyards experience certain weather variationatural disasters, pestilence, other severe envirorimenta
problems or other occurrences, APL may not be able toesecsufficient supply of grapes and there could beedserin

our production of certain products from those regions aratidncrease in costs. The inability to secure prenguaiity
grapes could impair the ability of the Company to supplyewito our customers. The Company has initiated prog@ams
ensure a consistent access to domestically grown premialityggrapes through the development of additional vineyards,
the contracting of additional sources of supply and theirmlof additional levels of inventory. APL’s arrangemenithw
independent growers are based on long-term contracts up tio yhars. The price of grapes is determined through
negotiations with the Ontario Grape Growers MarketB@ard in Ontario and with independent growers in British
Columbia.

The Company purchases glass, bag-in-the-box, barrels ptdtsa kegs, and other components used in the bottling and
packaging of wine. The largest component in the packagfngine is glass, of which there are few domestic or
international suppliers. There is currently only one coroiaksupplier of glass in Canada and any interruptiosuipply
could have an adverse impact on the Company's abilitgufmply the markets. APL has taken steps to reduce its
dependence on domestic suppliers through the development afrreletis with several international producers of glass
and through carrying increased inventories of selected fottle

The Company has worked to improve production efficiendekgctively increased pricing to increase gross tpeofd
implemented a higher level of promotion and advertisingifcto combat these initiatives. APL and other wine itigus
participants also generally compete with other alcohwodiverages like beer and spirits for consumer acceptaryedty!
and shelf space. No assurance can be given that candeamand for wine, and premium wine products, will contirtue a
current levels in the future.

The Company operates in a highly regulated industry, withirements regarding the production, distribution, marketing
advertising and labelling of wine. These regulatory requérésmamay inhibit or restrict the Company’s ability to maiimt

or increase strong consumer support for and recognitiais bfands and may adversely affect APL’s business steategi
and results of operations. Privatization of liquor distidruaind retailing has been implemented in varying degreessac
the country. The possibility of privatization in Ontar@mains a risk to the Company through its impact ofCrapany’s
retail operations. The provincial government has stated #ietuld it consider privatization, it would engage in a
consultation process and would acknowledge the special role afi@stvine industry.
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The wine industry and the domestic and international markethich the Company operates, are consolidating. fdss
resulted in fewer, but larger, competitors who increhse& resources and scale. The increased competition frese t
larger market participants may affect the Company'sinistrategies and create margin pressures, resintjgentially
lower revenues. Competition also exerts pressure on existgigneer relationships, which may affect APL’s ability to
retain existing customers and increase the number of new customer

The Company has experienced significant increases in enesfgy, and energy costs may continue to rise, which would
result in higher transportation, freight and other operating co$is.Coémpany’s future operating expenses and margins are
dependent on its ability to manage the impact of cost@sgs. The Company cannot guarantee that it will be apbs$so
along increased energy costs to its customers through increasesd p

Foreign exchange risk exists on the purchases by the Coraphoik wine and concentrate that are made in Uriiteades
dollars. The Company does not enter into foreign exchangeactmfor trading or speculative purposes. The Company’s
strategy is to hedge approximately 50% - 80% of its forexphange requirements prior to the beginning of eadalfi
year. The Company has entered into a series of forgigfrarge contracts as a hedge against movements in U.$. dolla
exchange rates. These contracts are reviewed perigdiEalth one cent change in the value of the U.S. dollamhas
$100,000 impact on the Company’s net earnings.

Canada imposes excise and other taxes on beverage abrotatts in varying amounts which have been subject to
change. Significant increases in excise and other taxes oraewacohol products could materially and adversely affect
the Company'’s financial condition or results of operatiohs.addition, federal and provincial governmental agencies
extensively regulate the beverage alcohol products indosticerning such matters as licensing, trade pracpesmitted

and required labelling, advertising and relations with comes's and retailers. Certain federal and provinciglilegions
also require warning labels and signage. New or revisgdlations or increased licensing fees, requirementaxast
could also have a material adverse effect on the Company’s fihaokdition or results of operations.

The Company’s future operating results also depend emliity of its officers and other key employees to it to
implement and improve its operating and financial systamd manage the Company’s significant relationships itgith
suppliers and customers. The Company is also dependent upperfirenance of its key senior management personnel.
The Company’s success is linked to its ability to identifire, train, motivate, promote and retain highly qualified
management. Competition for such employees is intenstharelcan be no assurances that the Company will beécable
retain current key employees or attract new key employees.

The competitive nature of the wine industry internatignbls resulted in the discounting of retail pricesvofe in key
markets such as the United States and the United Kingdgpart due to an international grape surplus. Thermattional
grape surplus, principally in Australia, Chile and Artiyeen and high inventories of French wine, could serve toirnost

the discounting of wine in international markets. The Camgphas responded by increased promotional and advertising
spending to strengthen the performance of its brandsCohwany does not believe that significant price discountirlg wil
occur in Canada beyond current levels.

The Company considers its trademarks, particularly iodotand names and product packaging, advertising and promotion
design and artwork to be of significant importance tbitsiness and ascribes a significant value to thésegible assets.
The Company relies on trademark laws and other arramgsro protect its proprietary rights. There can bassorance

that the steps taken by APL to protect its intellectual prpprtits will preclude competitors from developing confusingly
similar brand names or promotional materials. The Gomwbelieves that its proprietary rights do not infringe ughen
proprietary rights of third parties, but there can be no assuirattiis regard.

As an owner and lessor of property, the Company is subject to ¥deeral and provincial laws relating to environmental
matters. Such laws provide that the Company could beliable for the cost of removal and remediation of hdaas
substances on its properties. The failure to remedy any situadiomitdiht arise could lead to claims against the Company.
These risks are believed to be limited.

The success of the Company's brands depends upon the gasitage that consumers have of those brands.
Contamination of APL’s products, whether arising accidgnta through deliberate third-party action, or otherregehat
harm the integrity or consumer support for those brandsd ealdersely affect their sales. Contaminants in rateniads
purchased from third parties and used in the producfitineoCompany’s products or defects in the fermentationgss
could lead to low product quality as well as illness amanginjury to, consumers of the products and may result in
reduced sales of the affected brand or all of the Company’s brands.
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Evaluation of Disclosure Controls and Procedures and Internal Controbver Financial Reporting.

Disclosure Controls and Procedures

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

can be made regarding the Company’s disclosure to thécpuBls at June 23, 2008, the CEO and the CFO of the
Company have evaluated the system of disclosure controfgracedures in the Company and its consolidated subsidiaries
as set out by Canadian Securities Laws. Based omvhhiation, the CEO and CFO have concluded that thioslise
controls and procedures were effective in providingaealsle assurance that information required to be disdlin the
Company’s annual and interim filings and other reporedfibr submitted under Canadian securities laws isrded,
processed, summarized and reported within the time &apecified by those laws and that material informai
accumulated and communicated to management of the Compelngirig the CEO and CFO, as appropriate to ensure the
timely disclosure of that information.

Internal Controls over Financial Reporting

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

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

During the year ended March 31, 2008, there have been no mateiaes in the Company’s internal control over
financial reporting that materially affected or were likehaffect, the Company’s internal control systems.
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