MANAGEMENT’S DISCUSSION AND ANALYSIS (“ MD&A”)
For the Year Ended December 31, 2007

This Management's Discussion and Analysis (“MD&A”") has been prepared as of March 26, 2008. It
should be read in conjunction with Premium Brands Income Fund’'s (the “Fund’s”) 2007 audited
consolidated financial statements and the notes thereto, which are prepared in accordance with
Canadian generally accepted accounting principles (“GAAP”). This document, as well as additional
information on the Fund and its predecessor Premium Brands Inc. (the “Company”), are filed
electronically through the System for Electronic Document Analysis and Retrieval (“SEDAR”) and
available online at www.sedar.com.

All amounts are expressed in Canadian dollars except as noted otherwise.

FUND OVERVIEW

Pursuant to a plan of arrangement (“the income trust conversion”) which became effective on July 27,
2005, the Fund indirectly acquired 100% of the shares of the Company in exchange for units of the
Fund and exchangeable units (which are exchangeable into units of the Fund on a one for one basis)
issued by a subsidiary of the Fund. Prior to the income trust conversion the Company’s common
shares traded on the Toronto Stock Exchange (“TSX") under the symbol “FFF”. Immediately following
the income trust conversion the Fund’s units commenced trading on the TSX under the symbol
“PBI.UN".

For accounting purposes the Fund is considered to be a continuation of the Company. As a result, the
exchange of the Company’s common shares for the Fund’s units was recorded at the carrying values
of the Company’s assets and liabilities on July 27, 2005 in accordance with the continuity of interest
method of accounting, and the Fund's consolidated financial statements are presented as a
continuation of the Company'’s consolidated financial statements.

BUSINESS OVERVIEW

The Fund owns a broad range of businesses that manufacture, market and/or distribute a variety of
branded specialty food products to markets in Western Canada and, to a lesser extent, Central and
Eastern Canada as well as the western United States. It defines “specialty food products” as food
products where the consumer’s purchasing decision is based primarily on factors other than price,
such as quality, convenience, product consistency, health and/or lifestyle. Examples of the Fund's
specialty food products include meat snacks such as pepperoni, beef jerky and kippered beef; snack
foods such as fresh and individually wrapped pastries and cookies; concession products such as
popcorn, hot and frozen beverage supplies and ice cream accessories; fresh and pre—packaged
sandwiches; European—style deli meats; delicatessen items such as cheeses and specialty Mexican
foods; and premium smoked sausages.

A core part of the Fund’s strategy is the diversification of its customer base through the development
of proprietary distribution networks that service a variety of end users including niche food retailers,
convenience stores, delicatessens, restaurants, concession stands and small grocery chains. These
networks provide the Fund’s various specialty food operations with proprietary access to a large and
diverse base of approximately 25,000 customers. In addition, the Fund sells a variety of products
purchased from third party manufacturers through its proprietary distribution networks.

FORWARD LOOKING STATEMENTS

This discussion and analysis includes forward looking statements with respect to the Fund, including
its business operations strategy and financial performance and condition. These statements generally
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can be identified by the use of forward looking words such as “may”, “could”, “should”, “would”, “will”,
“expect”, “intend”, “plan”, “estimate”, “project”, “anticipate”, “believe” or “continue”, or the negative
thereof or similar variations. Although management believes that the expectations reflected in such
forward-looking statements are reasonable and represent the Fund'’s internal expectations and belief
at this time, such statements involve unknown risks and uncertainties which may cause the Fund’s
actual performance and results in future periods to differ materially from any estimates or projections
of future performance or results expressed or implied by such forward-looking statements. Important
factors that could cause actual results to differ materially from the Fund’s expectations include, among
other things: (i) seasonal and/or weather related fluctuations in the Fund's sales; (ii) changes in
Canadian income tax laws; (iii) changes in the cost of raw materials used for the Fund's products; (iv)
changes in the cost of products sourced from third party manufacturers and sold through the Fund’s
proprietary distribution networks; (v) changes in consumer discretionary spending resulting from
changes in economic conditions and/or general consumer confidence levels; (vi) changes in
consumer preferences for food products; (vii) competition from other food manufacturers and
distributors; (viii) new government regulations affecting the Fund's business and operations; and (ix)
other factors as discussed in the Fund’'s Annual Information Form, which is filed electronically through
the System for Electronic Document Analysis and Retrieval (SEDAR) and available online at
www.sedar.com.

The Fund disclaims any intention or obligations to revise forward-looking statements whether as a
result of new information, future developments, or otherwise.

SUPPLEMENTAL DISCLOSURE

EBITDA, distributable cash, net funded debt and RONA are not terms defined under GAAP. As a
result, these terms, as defined by the Fund, may not be comparable to similarly titled measures
presented by other publicly traded entities, nor should they be construed as alternatives to other
earnings measures determined in accordance with GAAP.

The Fund believes that earnings before interest, taxes, depreciation, amortization and unrealized
losses on foreign currency contracts (“EBITDA") is a useful indicator of the amount of cash generated
by the Fund’'s operating businesses prior to financing and income tax related costs. The following
table provides a reconciliation of EBITDA to net earnings from continuing operations before non-
controlling interest:

(in thousands of dollars) 13 weeks 13 weeks Year Year
ended ended ended ended
Dec 31, 2007 Dec 31, 2006 Dec 31, 2007 Dec 31, 2006

Earnings from continuing operations
before non-controlling interest 3,282 2,818 25,895 14,446
Depreciation of capital assets (1) 1,623 1,501 6,164 5,559
Interest and other financing costs (2) 1,792 372 4,932 2,185
Amortization of intangible and other assets (1) 1,205 148 2,030 500
Amortization of financing costs (1) 92 3 97 3

Amortization of puttable interest

in subsidiaries (1) 43 - 43 -

Unrealized loss on foreign currency
contracts (3) 461 - 461 -
Income tax provision (recovery) (2) 402 (31) (6,271) (11)
EBITDA 8.900 4811 33,351 22.682

(1) Amount added back as this is a non-cash expense.

(2) Amount added back as this is a financing or tax related charge.

(3) This amount is a theoretical number representing what it would have cost the Fund, on December 31, 2007, to liquidate its U.S.
dollar forward purchase contracts outstanding at that time. Amount is added back as the Fund does not intend to liquidate
these contracts but rather uses them to stabilize the cost of its U.S. dollar denominated purchases and, in turn, its selling
margins.



The Fund believes that distributable cash is a useful indicator of the amount of cash available for
distribution to its unitholders. The following table provides a reconciliation of distributable cash to cash
flows from continuing operations:

(in thousands of dollars) 13 weeks 13 weeks Year Year
ended ended ended ended
Dec 31, 2007 Dec 31, 2006 Dec 31, 2007 Dec 31, 2006
Cash flows from continuing operations 12,005 3,090 31,830 19,481
Change in non-cash working capital (1) (4,825) 1,363 (3,528) 1,010
Restricted Trust Unit Plan accrual (2) (82) - (82) -
Payments received on notes receivable (3) 132 69 463 432
Maintenance capital expenditures (4) (417) (386) (1,780) (1,887)
Amortization of puttable interest
In subsidiaries (5) (43) - (43) -
Non-controlling interest (6) (110) (61) (407) (253)
Unusual cash income taxes (7) - - 104 -
Distributable cash 6.660 4,075 26.557 18,783

(1) Cash used for increases in the Fund’s non-cash working capital is funded through draws on its bank lines of credit, while cash
resulting from decreases in its non-cash working capital is used to pay down its bank lines of credit. As a result, changes in the
Fund’s non-cash working capital are excluded from the calculation of distributable cash.

(2) Cash payments under the Fund’s Restricted Trust Unit Plan will be funded from cash generated by operations and therefore
the corresponding expense is deducted in the calculation of distributable cash.

(3) Amount represents principal payments received on notes receivable. This amount is an unallocated cash flow and is therefore
included in the calculation of distributable cash.

(4) Amount represents the portion of the Fund’s capital expenditures that are funded from cash generated by its operations and
therefore is deducted in the calculation of distributable cash. See “Liquidity and Capital Resources” below for details.

(5) Amount represents the accrued value on options held by third parties that entitles them to require the Fund to purchase their
interest in non-wholly owned subsidiaries of the Fund. Payments to these third parties will be funded from cash generated by
operations and therefore the corresponding expense is deducted in the calculation of distributable cash.

(6) Amount represents the portion of the Fund’s cash flows that is attributable to non-controlling interests and is therefore deducted
in the calculation of distributable cash.

(7) Amount is the result of an income tax reassessment for a business that was sold by the Fund in 2003 (the “Sold Business”).
The income tax reassessment related to years in which the Fund owned the Sold Business and for which the Fund had
indemnified the purchaser of the Sold Business. This amount has been funded out of the Fund’s bank lines of credit and is
therefore added back in the calculation of distributable cash.

The Fund believes that net funded debt is a useful indicator of its financial strength. The following
table provides the calculation of net funded debt:

(in thousands of dollars) Dec 31, 2007 Dec 31, 2006
Cheques outstanding 695 756
Bank indebtedness 9,703 5,424
Current portion of long-term debt 148 179
Deferred financing costs (1) 641 206
Long-term debt 96,914 11,670

108,101 18,235
Less cash and cash equivalents 1,116 1,940
Net funded debt 106.985 16,295

(1) As a result of the Fund’s adoption of the Canadian Institute of Chartered Accountants’ new accounting rules for financial
instruments on January 1, 2007, deferred financing costs, which were previously included in other assets, have been
retroactively reclassified as a reduction to long-term debt.



The Fund believes that return on adjusted net assets (“RONA”) is a useful indicator of the
performance of its operations relative to the assets employed. The following table provides the
calculation of RONA:

(in thousands of dollars) Year ended Year ended
Dec 31, 2007 Dec 31, 2006
Return:

EBITDA 33,351 22,682
Capital maintenance expenditures (1,780) (1,887)
31,571 20,795

Adjusted net assets:
Closing net assets (1) 249,669 153,900
Acquisitions timing adjustment (2) (55,174) (3,861)
Adjusted closing net assets 194,495 150,039
Opening net assets (1) 153,900 135,576
Average (3) 174,198 142,807
RONA (4) 18.1% 14.6%
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Calculated as total assets less: future income taxes assets, accounts payable, accrued liabilities and assets of discontinued
operations.

Adjustment normalizes for material acquisitions occurring part way through the year by using the year end net assets for such
acquisitions and weighting this amount for the number of days in the year that the Fund did not own the applicable businesses.
Calculated as the sum of the adjusted closing net assets and the opening net assets divided by two.

Calculated as the return amount divided by average adjusted net assets.



SELECT ANNUAL INFORMATION

The following is a summary of select annual consolidated financial information. All amounts except
EBITDA are derived from the Fund’s audited consolidated financial statements for each of the three
most recently completed financial years and are prepared in accordance with GAAP. See the
Supplemental Disclosure section above for details on the calculation of EBITDA.

(in millions of dollars except per unit/share amounts) Year Year Year
ended ended ended

Dec 31, 2007 Dec 31, 2006 Dec 31, 2005

Revenue 326.4 216.5 206.6
EBITDA 334 22.7 19.4

Earnings from continuing operations before income taxes,

non-controlling interest and trust conversion costs 19.6 14.4 10.9
Earnings from continuing operations 25.5 14.2 5.8
Earnings per unit from continuing operations (1) 1.46 0.91 0.47
Loss from discontinued operations 0.0 (1.4) (9.5)
Earnings (loss) 255 12.8 3.7)
Earnings (loss) per unit (1) 1.46 0.83 (0.29)
Total assets 285.7 174.2 155.7
RONA 18.1% 14.6% 14.9%
Total long-term financial liabilities (2) 97.6 11.9 22.3

Cash distributions declared per unit 1.176 1.176 0.506

(1) Diluted earnings (loss) per unit/share equals earnings (loss) per unit/share.
(2) Excludes deferred costs of financing.

The Fund has consistently grown its revenue, EBITDA and earnings from continuing operations over
the last three years through the successful implementation of its branded specialty food and
distribution strategies and by the acquisition of businesses that complement these core strategies.
The July 2007 acquisition of Centennial Foodservice (“Centennial”) (see Liquidity and Capital
Resources — Cash Flows from Investing Activities below for details) had, in particular, a significant
impact on the Fund’s 2007 revenue and earnings.

The Fund'’s discontinued operations incurred a significant loss in 2005 due primarily to the write-down
of various assets to net realizable value. In 2006 the Fund shut down its remaining discontinued
operation and liquidated most of that operation’s assets.

The three year trend of increasing total assets reflects both the Fund’s continuing investment in its
existing specialty food manufacturing and distribution businesses as well as the acquisition of new
specialty food manufacturing and distribution businesses.

The Fund’'s RONA decreased slightly in 2006 as compared to 2005 due to the Fund’s $7.5 million
investment in a new production facility in 2006 that was in start up mode for a significant portion of the
year. The Fund’'s higher RONA in 2007 relative to 2006 reflects the Fund’'s improved financial
performance as discussed above.

The decrease in the Fund’s long-term financial liabilities from 2005 to 2006 reflects the pay down of
debt resulting from the issuance of the Fund’s units from treasury, which was partially offset by the
issuance of new debt to fund a variety of capital projects as well as several smaller acquisitions. The
increase in the Fund’s long-term financial liabilities from 2006 to 2007 is the result of issuing debt to
fund the $91.8 million spent on acquisitions in 2007.



The increase in the Fund's total cash distributions per unit from 2005 to 2006 was due to 2006 being
the first full year of cash distributions. The Fund’s monthly cash distribution of $0.098 per unit has not
changed since its conversion to an income trust in July 2005.

RESULTS OF OPERATIONS

The Fund’s revenue for 2007 increased by 50.8% or $110.0 million to $326.4 million as compared to
$216.5 million in 2006. Acquisitions accounted for $95.7 million of the increase and organic growth at
a rate of 7.0% for $15.0 million of the increase. Partially offsetting these factors was a $0.8 million
decrease in sales of mainstream processed meats due to the Fund’s decision to exit certain lower
margin product categories part way through the first quarter of 2006.

See Liquidity and Capital Resources — Cash Flows from Investing Activities below for details of the
Fund’'s 2007 acquisitions. The Fund’'s organic growth of 7.0% was driven by a variety of factors
including the continued successful implementation of its core specialty food and distribution strategies
and the strength of Western Canada’s economy.

The Fund’s gross profit margin for 2007 decreased to 29.5% from 33.0% in 2006 due solely to the
acquisition of Centennial, which has historically generated a gross profit margin of 16.5% to 17.0% as
compared to an average of 30% to 33% for the Fund’s remaining businesses. Excluding the recently
acquired Centennial and Stuyver's Bakestudio (“Stuyver’s) businesses, the gross profit margin for the
Fund’s remaining businesses was relatively stable at 33.3% versus 33.0% in 2006.

The Fund's margins can be impacted by cyclical trends in a number of commaodities purchased by its
manufacturing and distribution businesses. For 2007, the Fund was able to mitigate the impact of
increases in the prices of certain commodities such as flour, cheese and fuel through its diversified
product portfolio, which saw decreases in other commodities such as certain cuts of pork and beef,
and through its ability to pass on increased costs by raising selling prices.

As a percentage of sales, selling, general and administrative expenses (“SG&A”) for 2007 decreased
to 19.2% from 22.5% in 2006 due primarily to the Centennial acquisition. Excluding 2007 acquisitions,
SG&A, as a percentage of sales for the Fund’s remaining businesses, was relatively stable at 22.0%
versus 22.5% in 2006 with the decrease being primarily due to the Fund’'s higher sales relative to
certain fixed SG&A costs and changes in its sales mix that resulted in lower selling commissions on a
percentage of sales basis.

The Fund’s EBITDA, as a percentage of sales, decreased to 10.2% for 2007 from 10.5% in 2006 due
to its acquisition of Centennial, which has historically had a lower EBITDA margin as compared to the
Fund’s other businesses. Excluding 2007 acquisitions, EBITDA as a percentage of sales for the
Fund'’s remaining businesses increased to 11.3% from 10.5% in 2006.

Depreciation for 2007 increased to $6.2 million from $5.6 million in 2006 primarily due to acquisitions.

Interest and other financing costs for 2007 increased to $4.9 million from $2.2 million in 2006 primarily
due to the Fund’s 2007 acquisitions and the Creekside Custom Foods acquisition at the end of 2006
being financed by debt.

Amortization of intangible and other assets increased from $0.5 million in 2006 to $2.0 million in 2007
due primarily to $0.3 million in new amortization expense relating to businesses acquired in 2007, $0.5
million in additional expense relating to the accelerated amortization of intangible assets, and a $0.4
million charge resulting from the write off of a note receivable from Tapp Technologies Inc. (“Tapp”).
The note receivable from Tapp resulted from the sale of a non-core label printing business to Tapp in
2003.

The Fund recognized in 2007 an unrealized loss on foreign currency contracts of $0.5 million as a
result of new accounting rules (see New Accounting Policies below for details) which require the fair
market valuation of any derivative contracts not accounted for as cash flow hedges. The unrealized



loss of $0.5 million is a theoretical number representing what it would have cost the Fund, on
December 31, 2007, to liquidate its U.S. dollar forward purchase contracts outstanding at that time.
The Fund does not, however, intend to terminate these contracts, but rather uses them to stabilize the
cost of its U.S. dollar denominated purchases and, in turn, its selling margins.

The Fund generated a future income taxes recovery in 2007 of $6.4 million due to the recognition of
$6.8 million in future tax assets resulting from changes in the manner in which publicly traded trusts
such as the Fund will be treated for tax purposes starting on or before January 1, 2011 (see Income
Tax — Recent Changes below for details), partially offset by a $0.4 million provision relating to other
changes in the Fund’s future income tax accounts in 2007.

The Fund shut down its last discontinued operation in July 2006, and over the remainder of 2006
liquidated substantially all of the assets associated with this operation. In conjunction with the shut
down, the Fund incurred a loss from discontinued operations of $1.4 million in 2006.

Segmented Information

The Fund is made up of a variety of specialty food businesses, consisting of both manufacturing and
distribution operations, most of which are highly integrated and are characterized by substantial
cooperation, cost allocation and sharing of assets. As a result, the operating performance and other
financial information presented on the Fund’s two reportable segments, as defined under GAAP, does
not necessarily represent what each of the segments would report if they were operating
independently.

In prior years the Fund reported on two reportable segments: Defined Specialty Foods and Other.
Defined Specialty Foods included the Fund’'s Canadian specialty food manufacturing and distribution
businesses while the Other segment included its concessionary and U.S. specialty food manufacturing
businesses. As a result of the acquisition of Centennial in 2007, and to better align its reportable
segments along common industry trends, risk factors and general business dynamics (such as
customers and competitors), as well as to better reflect how the Fund views its business, it now
reports on the following two reportable segments: Retail and Foodservice.

The Retail segment includes the Fund’'s specialty manufacturing businesses (such as Harvest,
Grimm’s, Hygaard and Quality Fast Foods) and its Direct Plus retail proprietary distribution network.
Substantially all of the Retail segment’s external sales are to retailers, including delicatessens, small
specialty grocery chains, convenience stores, gas bars, large national and regional grocery chains
and warehouse clubs.

The Foodservice segment includes the Fund’'s Centennial, Harlan Fairbanks and Eleven businesses,
all of which are primarily focused on foodservice customers such as restaurants, concessions, bars
caterers, hotels, recreation facilities, schools and hospitals.

The Fund’s revenue and segment earnings by reportable segment are as follows:

(in thousands of dollars) Year ended Year ended
Dec 31, 2007 Dec 31, 2006
Revenue:

Retail 204,480 179,917
Foodservice 121,961 36,548
326.441 216,465

Segment earnings (loss):
Retail 22,863 18,449
Foodservice 8,964 3,738
Corporate costs (6,670) (5,564)
25,157 16.623




The Retail segment’s revenue for 2007 increased by $24.6 million or 13.7% to $204.5 million as
compared to $179.9 million in 2006. Acquisitions accounted for $12.1 million of the increase and
organic growth across the segment’s various specialty product lines for the balance.

The Retail segment’s earnings increased by $4.4 million to $22.9 million from $18.4 million in 2006
due to the segment’s higher sales and to its operating margin (segment earnings divided by segment
sales) increasing to 11.2% from 10.3% in 2006. The segment’s higher operating margin was due to a
variety of factors including its improved sales resulting in operating efficiencies in its plants and its
Direct Plus distribution network and favourable product sales mix changes.

The Foodservice segment’s revenue for 2007 increased by $85.4 million to $122.0 million from $36.5
million in 2006. Acquisitions accounted for $83.6 million of the increase and organic growth across
the segment’s product lines for $2.6 million of the increase. Partially offsetting these factors was a
$0.8 million decrease in sales of mainstream processed meats due to the segment’s decision to exit
certain lower margin product categories part way through the first quarter of 2006.

The Foodservice segment’s earnings increased by $5.2 million to $9.0 million from $3.7 million in
2006 due primarily to its higher sales. The segment’'s operating margin was 7.4% as compared to
10.2% in 2006 primarily due to changes in sales mix resulting from the Centennial acquisition.

SUMMARY OF QUARTERLY RESULTS

The following is a summary of selected quarterly consolidated financial information. All amounts,
except EBITDA, are derived from the Fund’'s unaudited consolidated interim financial statements for
each of the eight most recently completed quarters and are prepared in accordance with GAAP. See
the “Supplemental Disclosure” section above for details on the calculation of EBITDA.

(millions of dollars Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
except per unit amounts) 2006 2006 2006 2006 2007 2007 2007 2007
Revenue 47.2 57.5 58.8 53.0 52.3 63.7 108.6 101.8
EBITDA 4.0 7.3 6.6 4.8 4.6 8.3 11.6 8.9
Earnings before discontinued
operations:
Total 2.1 5.1 4.2 2.8 24 12.7 7.2 3.2
Per unit 0.14 0.34 0.28 0.16 0.14 0.73 0.41 0.18
Loss from discontinued operations (0.3) (0.4) (0.7) 0.0 0.0 0.0 0.0 0.0
Earnings:
Total 1.8 4.7 35 2.8 24 12.7 7.2 3.2
Per unit 0.12 0.31 0.24 0.16 0.14 0.73 0.41 0.18

The Fund’s operations are based primarily in Western Canada and its quarterly results are subject to
fluctuations associated with seasonal changes in consumer demand in this region. In general terms,
results are weaker in the first quarter due to poor weather conditions and reduced consumer spending
in general, peak in the spring and summer months due to favourable weather conditions that result in
increased outdoor activities and travelling and, in turn, higher consumer demand for the Fund’'s
products, and decline in the fourth quarter due to poor weather conditions.

On a comparative quarter-to-quarter basis, the Fund’'s sales and EBITDA have shown consistent
improvement reflecting the successful implementation of its core specialty food and distribution
strategies and the completion of several acquisitions.

In the second quarter of 2007 the Fund recorded a $6.8 million future income tax recovery due to
changes in the manner in which publicly traded trusts, such as the Fund, will be treated for tax
purposes starting on or before January 1, 2011. See Income Tax — Recent Changes below for details.



The Fund incurred losses from its discontinued operation until its shut down in the third quarter of
2006.

LIQUIDITY AND CAPITAL RESOURCES
The Fund’s primary uses of cash, and how these uses are funded, are as follows:

Cash distributions to unitholders. Cash distributions are financed primarily through operations.
However, as an income trust, a key objective of the Fund is to maintain a steady cash distribution to
its unitholders, which is achieved by basing its monthly cash distributions on an annual rate divided
into twelve equal monthly payments. As a result, it is possible that in some months its cash
distribution to unitholders may exceed the distributable cash generated by its operations due to the
seasonality of its business, or unexpected short term shocks to one or more of its operations. Under
these circumstances the Fund’s bank lines of credit can be used to balance its cash needs.

Acquisition of businesses that complement the Fund’s specialty food and distribution based strategies.
The source of financing for an acquisition depends primarily on the size of the transaction. Smaller
acquisitions are generally financed through the Fund’'s existing credit facilities, while larger
acquisitions can be financed through a variety of financing sources including existing credit facilities
and the issuance of new debt and/or equity.

Capital expenditures. The Fund’s capital expenditures can be categorized into two types: project
capital expenditures and maintenance capital expenditures. Project capital expenditures are capital
expenditures that are expected to generate a minimum return on investment of 15% through
increased production capacity and/or improved operating efficiencies.  Maintenance capital
expenditures include all capital expenditures that do not qualify as a project capital expenditure, and
consist mainly of expenditures necessary for maintaining the Fund’'s existing level of production
capacity and operating efficiency.

Maintenance capital expenditures are financed primarily through operations while project capital
expenditures are generally funded through the Fund’s credit facilities, however, larger expenditures,
such as the building of a new plant or a major expansion of an existing plant, may also be funded
through the issuance of new debt and/or equity.

Maintenance of the Fund's truck fleet. The Fund currently operates a fleet of approximately 170
trucks which service customers across Western Canada. Primarily all of the trucks utilized in this fleet
are leased under a full maintenance operating lease program and, as a result, primarily all of the cost
of maintaining the Fund’s fleet is funded through operations and expensed in the calculation of the
Fund’'s EBITDA.

Working capital. The Fund generally funds increases in its accounts receivable and inventory
balances through draws on its bank lines of credit and terms on its trade purchases (i.e. accounts
payable). The Fund’'s working capital needs generally peak in the spring and summer months and
around festive holiday seasons (e.g. Easter, Thanksgiving and Christmas) as inventories and
accounts receivable are built up in anticipation of increased consumer demand.

Repayment of long-term debt. The majority of the Fund’s long-term debts, subject to meeting certain
conditions, has no scheduled principal payments prior to their maturity dates. The Fund intends to
fund long-term debt that is due through the issuance of new long-term debt and/or equity. In addition,
it intends to use any excess cash flow from its operations to pay down revolving credit facilities that
can then be drawn on at a later date to fund project capital expenditures and/or acquisitions (see
Liguidity and Capital Resources — Credit Capacity).




Credit Capacity

At December 31, 2007 the Fund had the following unutilized credit capacity:

(in thousands of dollars) Credit Net Unutilized
Facilities Funded Credit
Debt Capacity
Revolving senior credit facilities (1) (2) 23,500 8,587 14,913
Revolving senior credit facility (3) 40,000 27,000 13,000
Non-revolving senior credit facility (4) 64,000 64,000 -
Industrial Development Revenue Bond (5) 5,993 5,993 -
Cheques outstanding - 695 (695)
Other 710 710 -
134,203 106.985 27.218

(1) Facility utilization is net of cash and cash equivalents.
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Amount is made up of two credit facilities: a $22.0 million bank line of credit that matures in July 2010, and a US$1.5 million
bank line of credit that matures in July 2008. Both of these facilities can be used to fund the Fund's working capital and
general operating needs and neither has any principal payments due prior to their maturity dates.

Credit facility matures in July 2010, can be used to fund capital projects and acquisitions, and has no principal payments due
prior to its maturity date.

Credit facility matures in July 2010 and has no principal payments due prior to its maturity date as long as the Fund’s debt to
EBITDA ratio does not exceed 3.0:1 for two consecutive quarters. In the event that the Fund’s debt to EBITDA ratio does
exceed 3.0:1 for two consecutive quarters, then the Fund will have to make monthly principal payments of $0.3 million if its debt
to EBITDA ratio is below 3.25:1 and $0.7 million if its debt to EBITDA ratio is above 3.25:1. The principal payments will cease if
subsequently the Fund’s debt to EBITDA ratio falls below 3.0:1 for two consecutive quarters.

Credit facility relates to the Fund’s U.S. subsidiary, Hempler Foods Group LLC, is denominated in U.S. dollars (US$6.1 million),

matures in 2036 and has no principal payments due prior to its maturity date.

The financial covenants associated with the Fund’s senior credit facilities are as follows:

Covenant
Requirements

Net funded debt to EBITDA ratio (1) =<3.5:1.0
Current ratio (2) >1.3:1.0
Interest coverage ratio >4.0:10

(1) Covenant decreases to 3.25:1 in the fourth quarter of 2008 and 3.0:1 in the first quarter of 2009. These reductions, however,
are subject to a 0.25:1 add-on for a period of two consecutive quarters in the event of an acquisition.
(2) Covenantincreases to 1.5:1 in the first quarter of 2009.

During 2007, the Fund changed its long-term targeted net funded debt to EBITDA ratio to a range of
2.0:1to 2.5:1 from its previous long-term target of 1.5:1 based on the following considerations:

a.

Changes in the tax laws governing the Fund (see Income Tax — Recent Changes below
for details) which will likely result in the Fund converting back to a corporate ownership
structure at the end of 2010;

Looking forward to when the Fund is subject to entity level taxation, the tax efficiency
associated with financing its operations with debt since interest is generally deductible in
the calculation of taxable income; and

The targeted net funded debt to EBITDA ratio range reflects a balance of the debt levels
justified by the consistency and sustainability of the Fund’s cash flows and the portion of
its cash flows that it intends to distribute to its unitholders (see Distributable Cash —
Payout Ratio below for details).

Currently the Fund's net funded debt to EBITDA ratio, after including four quarters of trailing EBITDA
for its recent acquisitions, is 2.7:1.
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Cash Flows from Operating Activities

For 2007 the Fund generated $28.3 million from operations and $3.5 million from a reduction in its net
working capital. The Fund’s lower net working capital was due primarily to a higher accounts payable
balance which was, in turn, the result of the timing of payments for a variety of items including
customer volume rebates, capital equipment purchases and general trade payables.

Cash Flows from Financing Activities

For 2007 the Fund'’s financing activities generated a net cash flow of $66.6 million. This consisted of
$91.8 million in debt raised for acquisitions partially offset by the payment of $20.5 million in
distributions to unitholders and the repayment of $4.7 million of debt.

Cash Flows from Investing Activities

For 2007 the Fund used $99.2 million for investing activities consisting primarily of $91.8 million for
acquisitions and $7.7 million for capital expenditures. The $91.8 million used for acquisitions funded
the following two transactions:

a. In July 2007 the Fund acquired Centennial Foodservice. With annual sales of
approximately $160 million, Centennial is Western Canada'’s leading specialty distributor
of high quality “center-of-the-plate” protein products to the foodservice industry.

b. In August 2007 the Fund acquired an 80% interest in Stuyver’'s Bakestudio, a Western
Canada based specialty bakery with annual sales of approximately $6 million. As part of
the transaction, the Fund received an option to purchase the remaining 20% interest in
Stuyver's at a formula price at any time after August 2010 and gave the third party
owning the 20% interest an option that entitles them to require the Fund to purchase their
interest at any time after August 2010 at a formula based price.

The $7.7 million spent on capital expenditures consisted of $1.8 million for maintenance capital
expenditures and $5.9 million for a variety of project capital expenditures. Included in the project
capital expenditures were: $1.7 million for equipment and leasehold improvements associated with the
expansion of Centennial's Calgary and Edmonton operations, $1.4 million for additional baking
capacity at Stuyver's Burnaby plant, and $0.9 million for equipment and leasehold improvements at
the Fund’s new beef jerky production facility located in Langley, B.C.
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Financial Position

The following table shows the impact of the Fund’'s 2007 acquisitions on its December 31, 2007
balance sheet:

(in thousands of dollars) Dec 31, 2007 Dec 31, 2007 Dec 31, 2006
Adjusted
(1)
Assets:
Current assets 74,341 43,943 43,883
Future income taxes - 6,893 524
Capital assets 59,931 50,565 53,119
Intangible assets 41,384 5,980 7,116
Goodwill 107,716 66,058 65,040
Other assets 2,282 2,207 4,517
285.654 175.646 174,199
Liabilities and Unitholders’ Equity:
Current liabilities 48,170 31,460 27,540
Puttable interest in subsidiaries 3,575 1,788 -
Future income taxes 423 - -
Long-term debt 96,914 11,374 11,670
Non-controlling interest 1,158 830 2,373
Unitholders’ equity 135,414 130,194 132,616
285.654 175.646 174,199

(1) Adjusted balance sheet is based on the Fund’s December 31, 2007 balance before including the December 31,
2007 balance sheets of the Fund’'s recent Centennial and Stuyver’s acquisitions (see Liquidity and Capital
Resources — Cash Flows from Investing Activities above for details).

The following analysis compares the Fund’s adjusted December 31, 2007 balance as shown above to
its December 31, 2006 balance sheet.

Long-term future income tax assets increased from $0.5 million on December 31, 2006 to $6.9 million
on December 31, 2007 due to the recognition of $6.8 million in future tax benefits associated with
temporary differences in the value of the Fund’s net assets for tax purposes relative to their value for
accounting purposes (see Income Tax — Recent Changes below for details), partially offset by a $0.4
million provision relating to other changes in the Fund'’s future income tax accounts in 2007.

Capital assets decreased from $53.1 million on December 31, 2006 to $50.6 million on December 31,
2007 due to $5.7 million in depreciation and $1.3 million in foreign currency translation adjustments
partially offset by $4.5 million in capital expenditures.

Intangibles decreased from $7.1 million on December 31, 2006 to $6.0 million on December 31, 2007
due to $0.6 million in amortization and $0.5 million in foreign currency translation adjustments.

Goodwill increased from $65.0 million on December 31, 2006 to $66.1 million on December 31, 2007
due to the recognition of a puttable interest in the Fund's 60% owned subsidiary Hempler Foods
Group LLC (“Hempler’s) which, in turn, resulted in a $1.3 million increase in goodwill. The recognition
of the puttable interest in Hempler's was the result of the Fund’'s adoption of the Canadian Institute of
Chartered Accountants’ Handbook Section 3855 “Financial Instruments — Recognition and
Measurement” (see New Accounting Policies below for details). The $1.3 million increase was
partially offset by $0.2 million in foreign currency translation adjustments.

Other assets as at December 31, 2007 decreased to $2.2 million from $4.5 million as at December 31,
2006 due to a $0.9 million reduction in certain receivables resulting from the Fund’s adoption of the
Canadian Institute of Chartered Accountants’ Handbook Section 1530 “Comprehensive Income” (see
New Accounting Policies below for details), $0.6 million in long-term notes receivable and unit
purchase loan collections, $0.4 million in amortization, the write off of a note receivable with a book
value of $0.4 million (see Results of Operations above for details) and $0.1 million in foreign currency
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translation adjustments. Partially offsetting these items was a $0.1 million increase in unit purchase
loans (see Transactions With Related Parties section below for details).

Current liabilities increased from $27.5 million as at December 31, 2006 to $31.5 million as at
December 31, 2007 due to an increase in accounts payable and accrued liabilities resulting from the
timing of payment for a variety of items including customer volume rebates, capital equipment
purchases and general trade payables.

DISTRIBUTABLE CASH

The Fund’s distributable cash for 2007 as compared to 2006 increased by $7.8 million to $26.6 million
due to the Centennial and Stuyver's acquisitions in the third quarter of 2007 and the continued
improvement in the operating results of the Fund’s other businesses (see Results of Operations above
for details).

Declared cash distributions for 2007 increased to $20.5 million as compared to $18.4 million for 2006
due to the issuance of 2,444,280 units in October 2006. The Fund’'s monthly distribution has
remained constant at $0.098 per unit since its conversion to an income trust structure in July 2005.

The Fund’s 2007 distributable cash of $26.6 million exceeded its net earnings before future income
taxes of $19.1 million by $7.5 million primarily due to:

a. 2007 depreciation of capital assets expense of $6.2 million being $4.4 million higher than
the corresponding item used in the calculation of distributable cash, namely maintenance
capital expenditures of $1.8 million. This difference is mostly the result of a portion of the
costs associated with maintaining the Fund’'s capital assets being funded through
operating expenses, such as repairs and maintenance, and through project capital
expenditures;

b. 2007 amortization of intangible and other assets expense of $2.0 million being excluded
from the calculation of distributable cash. This is on the basis that most of this expense
relates to costs that are either non-recurring, such as plant start up costs, or that relate to
an intangible asset that is being maintained through operating expenses, such as the
maintenance of the Fund’s customer lists;

C. 2007 collections of $0.5 million on long-term notes receivable resulting from the sale of
non-core assets and businesses being included in the calculation of distributable cash but
not net earnings; and

d. 2007 unrealized loss on foreign currency contracts of $0.5 million. This is a theoretical
number representing what it would have cost the Fund, on December 31, 2007, to
liquidate its U.S. dollar forward purchase contracts outstanding at that time. The Fund
does not, however, intend to terminate these contracts, but rather uses them to stabilize
the cost of its U.S. dollar denominated purchases and, in turn, its selling margins.

From the Fund'’s inception in July 2005 to December 31, 2007, the Fund has generated distributable
cash of $53.4 million and declared cash distributions of $46.5 million.

Payout Ratio

For 2007 the Fund’s payout ratio (defined as cash distributions divided by distributable cash) was
77.2% based on distributable cash of $26.6 million and declared cash distributions of $20.5 million.
This compares to a payout ratio of 97.7% for 2006 and 100% when the Fund was created in July
2005. The significant decrease in the Fund's payout ratio was due solely to the growth of its
distributable cash (see Distributable Cash above for details) as its monthly distribution has remained
constant at $0.098 per unit.
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The Fund’s acquisitions in the third quarter of 2007 had, in particular, a significant impact on its payout
ratio. Prior to making these investments the Fund’s distributable cash per unit and its payout ratio
were being negatively impacted by an equity offering completed in the fourth quarter of 2006, the
proceeds of which were substantially un-invested, i.e. the Fund was paying out a distribution on the
2,444,280 units issued in the fourth quarter of 2006 but not yet receiving an adequate return on the
proceeds of the offering.

Looking forward, the Fund expects to see continued improvement in its payout ratio on the basis of:

a. The continued contribution to its distributable cash from recent acquisitions as 2007
includes only approximately two quarters’ results from these businesses;

b. The continued growth of its other specialty food and distribution businesses; and

C. Subiject to ensuring that the taxable income allocated to unitholders by the Fund does not
exceed its cash distributions to unitholders (see Income Taxes below for details), the
Fund does not intend to increase its monthly distribution at this time, but instead plans to
use any additional distributable cash to reduce its debt, fund project capital expenditures
and/or make acquisitions.

Maintenance Capital Expenditures

The capital expenditures used in the calculation of distributable cash generally represent the
expenditures incurred during the applicable period to maintain the Fund’s production capacity (see
Liquidity and Capital Resources - Capital Expenditures above for details). Capital maintenance
expenditures for 2007 of $1.8 million were consistent with the $1.9 million spent in 2006 and in line
with the Fund’s four year rolling average of $1.6 million.

The Fund’'s 2007 acquisitions had minimal impact on its capital maintenance expenditures for the year
due to a significant portion of the assets used in the acquired businesses being leased, the
acquisitions occurring in the latter half of 2007, and general timing issues associated with these types
of expenditures.

INCOME TAX

The Fund, subject to certain conditions, currently does not pay income tax but rather allocates its
taxable income to its unitholders. Historically, due to the Fund having significant tax assets, it has
been able to keep the taxable income allocated to its unitholders significantly lower than its cash
distributions. This, in turn, has resulted in a portion of the Fund’s cash distributions being classified for
tax purposes as a return of capital as opposed to a return on capital.

In 2006, 60% of the Fund’s cash distributions were classified for tax purposes as a return on capital
and 40% as a return of capital. For 2007, the portion of the Fund’s cash distributions classified for tax
purposes as a return on capital increased to 85% due to the Fund's lower payout ratio (see
Distributable Cash — Payout Ratio above for details) and to the preservation of the Fund’s available
tax assets to shelter future taxable income.

Looking forward, the Fund expects the portion of its cash distributions that is considered to be a return
on capital to continue to increase due to its intention to reduce its payout ratio (see Distributable Cash
— Payout Ratio above for details) and to the tax value of assets acquired as part of the Centennial
acquisition being relatively small.

As at December 31, 2007, the Fund's Canadian tax assets included approximately $42.8 million in

cumulative eligible capital expenditures (deductible at a rate of 7% per year for tax purposes) and
$50.1 million in un-depreciated capital costs.
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Recent Tax Changes

In 2007, amendments were made to the manner in which publicly traded income trusts such as the
Fund are taxed. Under the new tax provisions starting on or before January 1, 2011 the Fund will be
subject to entity level taxation that will reduce the amount of cash available for distribution to its
unitholders. More specifically, the Fund will be taxed on income (other than taxable dividends)
distributed by the Fund to its unitholders at a rate that approximates the tax rate applicable to income
earned by Canadian public corporations. The applicable rate in 2011 will be based on tax rates at that
time, which, based on information released by the Department of Finance, will be 29.5% but is subject
to change.

Corresponding with the above changes, income distributions received by the Fund’s unitholders
beginning January 1, 2011 will be characterized as eligible dividends received from a Canadian public
corporation. Generally, individual unitholders resident in Canada will be subject to tax based on the
enhanced gross-up and dividend tax credit applicable to eligible dividends and, assuming such
unitholders are subject to the highest marginal rate of tax, will receive an after-tax return from their
now reduced distribution of income approximately equal to the after-tax return if the pre-tax income of
the Fund had been distributed directly to and taxed in the hands of the unitholders. However, reduced
distributions will be an absolute cost to other types of unitholders including pension funds, registered
retirement savings plans and non-residents who will not benefit from characterization of the
distributions as dividends.

The ability of the Fund to defer the new tax provisions outlined above to 2011 (“the grandfathered
period”) is subject to the Fund not exceeding certain growth guidelines as set out by the Department
of Finance. Under these guidelines a trust is only able to defer the new tax provisions to 2011 as long
as it limits its issuance of new equity prior to 2011 to the greater of $50 million per year and the “safe
harbour” amount, where the safe harbour amount for a particular trust is 40% of its market
capitalization on October 31, 2006 for 2007 and 20% of its market capitalization on October 31, 2006
for each of 2008, 2009 and 2010.

The Fund’s market capitalization on October 31, 2006 was approximately $188.0 million resulting in a
safe harbour amount of approximately $75 million in 2007 and $50 million in each of 2008, 2009 and
2010. Presently the Fund does not expect to exceed the normal growth guidelines during the
grandfathered period, however, there is always the possibility that a change in circumstances may
result in the Fund losing its grandfathered status and, as a result, no assurance can be given that the
Fund will be able to maintain its grandfathered status through to January 1, 2011. Loss of this status
may result in material adverse tax consequences for the Fund and/or its unitholders.

The normal growth guidelines also provide an exception for certain exchange rights pursuant to which
the issue of new equity during the grandfathered period will not be considered growth to the extent
that the issuance is made in satisfaction of the exercise of a right in place on October 31, 2006 to
exchange an interest in a partnership or a share of a corporation into that new equity. As a result, the
issuance of the Fund’s units in exchange for 600,000 exchangeable units issued by the Fund’s
subsidiary, Premium Brands Holdings Limited Partnership, will not be considered growth under the
proposed tax changes.

As a result of the expected change in the Fund’s tax status in 2011, the Fund recorded in the second
quarter of 2007 a $6.8 million future income tax asset on its balance sheet and a corresponding future
income tax recovery in its statement of operations. In general terms, this amount equals the
temporary differences between the value of the Fund’s net assets for tax purposes and their value for
accounting purposes that will reverse after December 31, 2010, multiplied by the applicable future tax
rate (currently projected at 29.5% for 2011 then reducing to 28% in 2012).

OUTLOOK
The information contained in this Outlook section is forward-looking information. See Forward

Looking Statements above for a discussion of the risks and uncertainties associated with forward
looking information.
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For 2008 the Fund expects to continue growing its core specialty food sales at an organic rate
consistent with its historic organic growth rate of 6% to 8% based on its three key growth initiatives:
the development of new specialty food products, the introduction of new products sourced from other
suppliers into the Fund’s distribution networks and geographical expansion into the U.S. Pacific
Northwest and Central Canada.

The Fund also intends to continue to pursue its acquisition strategy, which focuses on businesses that
complement its existing manufacturing and/or distribution businesses, or expand its distribution
capabilities.

OFF BALANCE SHEET ARRANGEMENTS

The Fund does not have any off balance sheet arrangements.

Contractual Obligations

The Fund’s significant contractual obligations at December 31, 2007 were as follows:

There-
(in millions of dollars) Total 2008 2009 2010 2011 2012 after
Long-term debt 97,680 143 306 91,238 - - 5,993
Capital leases 23 5 6 5 5 2 -
Operating leases 31,379 5,460 5,375 4,647 3,727 2,800 9,370
Total 129.082 5.608 5.687 95.890 3.732 2.802 15.363

TRANSACTIONS WITH RELATED PARTIES

During 2007, pursuant to a long-term supply agreement, the Fund purchased approximately $1.0
million of labels from Tapp Technologies Inc. (Tapp), a company in which the Fund holds a note
receivable with a carrying value of nil (see Results of Operations above for details) and certain officers
and directors of the Fund hold a minority interest. All such transactions were in the normal course of
business and completed on market terms.

As part of the Fund’s strategies to further align the interests of management with those of the its
unitholders, the Fund has provided certain members of management with non-interest bearing
recourse loans, the proceeds of which were used to purchase the Fund’s units in the open market on
behalf of these individuals. These unit purchase loans have monthly principal payments equal to 55%
of the monthly distribution received on the purchased units, are secured by the purchased units and
are due upon the termination of the individual’'s employment or if the individual sells the units. $0.1
million of unit purchase loans were issued in 2007 and the balance outstanding as at December 31,
2007 was $1.5 million. The book value of the outstanding unit purchase loans as at December 31,
2007 was $1.2 million due to the discounting of these loans under CICA Handbook Section 3855 to
reflect a fair market rate of interest.
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FOURTH QUARTER

A summary of the Fund'’s operating results for the fourth quarters of 2007 and 2006 is as follows:

(in thousands of dollars) 13 weeks ended 13 weeks ended
Dec 31, 2007 Dec 31, 2006

Revenue 101,765 53,037
Gross profit 27,440 16,821
Selling general and administrative expenses 18,540 12,010
8,900 4,811

Depreciation of capital assets 1,623 1,501
Interest and other financing costs 1,792 372
Amortization of intangible and other assets 1,205 148
Amortization of financing costs 92 3
Amortization of puttable interest in subsidiaries 43 -
Unrealized loss on foreign currency contracts 461 -
3,684 2,787

Income tax provision (recovery) 402 (31)

Earnings from continuing operations before non-

controlling interest 3,282 2,818
Non-controlling interest — net of income taxes 110 61
Net earnings 3172 2.757

Revenue for the fourth quarter of 2007 was up $48.7 million or 91.9% to $101.8 million as compared
to the fourth quarter of 2006. $44.8 million of this increase was due to acquisitions and $3.9 million
due to organic growth of approximately 7.2% from the Fund'’s other businesses.

The Fund’s gross profit margin for the quarter decreased to 27.0% from 31.7% in the fourth quarter of
2006 due solely to the acquisition of Centennial, which has historically generated a gross profit margin
of 16.5% to 17.0%, as compared to an average of 30% to 33% for the Fund’s remaining businesses.
Excluding the recently acquired Centennial and Stuyver’'s businesses, the gross profit margin for the
Fund’s remaining businesses was relatively stable at 32.5% versus 31.7% in 2006.

As a percentage of sales, selling, general and administrative expenses (“SG&A") for the quarter
decreased to 18.2% from 22.6% in the fourth quarter of 2006 due primarily to the Centennial
acquisition. Excluding 2007 acquisitions, SG&A as a percentage of sales for the Fund’s remaining
businesses was relatively stable at 22.9% as compared to 22.6% in 2006.

The Fund’'s EBITDA, as a percentage of sales, decreased to 8.7% for the fourth quarter of 2007 from
9.1% in the fourth quarter of 2006 due to its acquisition of Centennial, which has historically had a
lower EBITDA margin as compared to the Fund's other businesses. Excluding 2007 acquisitions,
EBITDA as a percentage of sales for the Fund’s remaining businesses increased to 9.7% for the
guarter from 9.1% in the fourth quarter of 2006.

Interest and other financing costs for the fourth quarter of 2007 increased to $1.8 million from $0.4
million in the fourth quarter of 2006 primarily due to higher debt levels resulting from the Centennial
and Stuyver’s acquisitions in mid-2007 and the Creekside acquisition at the end of 2006.

Amortization of intangible and other assets for the quarter increased from $0.2 million in 2006 to $1.2
million in 2007 due primarily to $0.4 million in new amortization expense relating to businesses
acquired in 2007, $0.2 million in additional expense relating to the accelerated amortization of
intangible assets, and a $0.4 million charge resulting from the write off of a note receivable from Tapp.

The Fund recognized in the fourth quarter an unrealized loss on foreign currency contracts of $0.5

million as a result of new accounting rules (see New Accounting Policies below for details) which
require the fair market valuation of any derivative contracts not accounted for as cash flow hedges.

17



The unrealized loss of $0.5 million is a theoretical number representing what it would have cost the
Fund, on December 31, 2007, to liquidate its U.S. dollar forward purchase contracts outstanding at
that time. The Fund does not, however, intend to terminate these contracts, but rather uses them to
stabilize the cost of its U.S. dollar denominated purchases and, in turn, its selling margins.

For the first three quarters of 2007 the Fund accounted for its foreign currency contracts as cash flow
hedges and recorded changes in the fair value of these contracts in its consolidated statement of
comprehensive earnings. During the fourth quarter, the Fund determined that these contracts no
longer met the requirements necessary for hedge accounting and, as a result, recognized the
unrealized loss in its consolidated statement of operations.

PROPOSED TRANSACTIONS

There have been no significant business developments to date in 2008.

RISKS AND UNCERTAINTIES

The Fund is subject to a number of risks and uncertainties related to both its business and its legal
structure that may have adverse effects on its results of operations and financial position and, in turn,
its ability to make cash distributions. These risks and uncertainties include: (i) seasonal and/or
weather related fluctuations in the Fund's sales; (ii) changes in Canadian income tax laws; (iii)
changes in the cost of raw materials used for the Fund's products; (iv) changes in the cost of products
sourced from third party manufacturers and sold through the Fund’s proprietary distribution networks;
(v) changes in consumer discretionary spending resulting from changes in economic conditions and/or
general consumer confidence levels; (vi) changes in consumer preferences for food products; (vii)
competition from other food manufacturers and distributors; (viii) new government regulations affecting
the Fund's business and operations; and (ix) other factors as discussed in the Fund’'s Annual
Information Form, which is filed electronically through SEDAR and available online at www.sedar.com.

CRITICAL ACCOUNTING ESTIMATES

The preparation of the Fund’s consolidated financial statements requires management to make certain
estimates and assumptions, which are based on the Fund's experience and management’s
understanding of current facts and circumstances. These estimates affect the reported amounts of
assets, liabilities, contingencies, revenues and expenses included in the Fund’s consolidated financial
statements and may differ materially from actual results. Significant areas requiring the use of
management estimates include:

Inventories. Inventories are valued at the lower of cost and net realizable value, where cost includes
raw materials, manufacturing labour and overhead. Inherent in the determination of the cost of
inventories are certain management judgments and estimates.

Intangible assets and goodwill. The Fund assesses the impairment of goodwill and intangible assets
with an indefinite life on an annual basis and finite life intangible assets whenever events or changes
in circumstances indicate that the carrying value may not be recoverable. Factors which the Fund
considers could trigger an impairment review include significant underperformance relative to plan, a
change in the Fund'’s business strategy, or significant negative industry or economic trends.

Capital assets. Capital assets are recorded at cost then depreciated over their estimated useful life.
Redundant assets are recorded at the lesser of cost less accumulated depreciation and estimated fair
market value. A significant amount of judgment is required to estimate the useful life of an asset as
well as the fair market value of a redundant asset. Changes in the life of an asset are reflected
prospectively through changes in future depreciation rates, while decreases in the fair market value of
redundant assets are expensed when the decline in value occurs.
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Income tax provision. As a result of the changes in the way publically traded trusts such as the Fund
are taxed (see Income Tax — Recent Tax Changes above for details) the Fund now records projected
temporary differences between the value of its net assets for tax purposes and their value for
accounting purposes that are expected to reverse after the date on which the Fund is expected to
become subject to entity level taxation (currently January 1, 2011). In determining these temporary
differences certain management judgements and estimates are required. Furthermore, future income
tax assets are recognized only to the extent that management determines that it is more than likely
than not that the future income tax assets will be realized.

NEW ACCOUNTING POLICIES
New Accounting Pronouncements Effective 2007

Effective January 1, 2007, the Fund adopted the CICA Handbook Section 1530 “Comprehensive
Income”. Under this new accounting standard, other comprehensive earnings (loss) is used to record
revenues and expenses that are not required to be included in earnings, such as changes in the fair
value of hedges where hedge accounting is not applied and exchange gains and losses on the
translation of self-sustaining foreign operations. In accordance with the new standard, $2.9 million
relating to unrealized losses resulting from the translation of self-sustaining operations which had
previously been classified as unrealized foreign currency translation adjustment within unitholders’
equity is now presented within accumulated other comprehensive loss.

Also effective January 1, 2007, the Fund adopted the CICA Handbook Section 3855 “Financial
Instruments - Recognition and Measurement”. Under this new accounting standard, financial assets
classified as receivables and loans are measured at amortized cost using the effective interest method
with any resulting gains or losses being recognized in earnings. In addition, financing costs that are
directly attributable to the issuance of long-term debt are classified as a reduction of long-term debt.
In accordance with this new standard, the Fund reduced the value of certain financial assets by a total
of $0.9 million with the offsetting amount being charged to opening accumulated earnings; and its
December 31, 2006 balance sheet was adjusted to reflect the reclassification of $0.2 million in
deferred financing costs from other assets to long-term debt.

As part of the adoption of this new accounting standard, the Fund also recognized a liability for an
option (the puttable interest) held by a third party that entitles them to require the Fund to purchase
their 40% interest in Hempler's at any time after December 2009 at a formula based price. Under the
new accounting standard, a liability for the puttable interest is recognized at the time of acquisition
based on the acquisition price. The Fund then recognizes the difference between the initial puttable
interest liability and the estimated future cash payments associated with the puttable interest using the
effective interest method. As a result of the adoption of this new accounting standard, as at January 1,
2007 non-controlling interest has been reduced by $1.4 million, a puttable interest in subsidiary of $1.8
million has been recognized, goodwill has been increased by $1.3 million and accumulated earnings
has been increased by $0.9 million. In accordance with the effective interest method, the carrying
amount of the puttable interest is reviewed each reporting period and any adjustments based on
revised estimates of the future cash payments associated with the puttable interest are recognized in
earnings

Also effective January 1, 2007, the Fund adopted the CICA Handbook Section 3865 “Hedges”. Under
this new accounting standard the Fund’s hedging relationships as at January 1, 2007 qualified for
hedge accounting as they were considered to be cash flow hedges. Changes in the fair value of these
hedging relationships, to the extent they are effective, are recorded in other comprehensive earnings
(loss) and are only recognized in earnings when the hedged item is realized. Any ineffectiveness in
the hedging relationship is recognized in earnings immediately. The Fund’'s opening accumulated
other comprehensive loss was reduced by $0.4 million to reflect the fair value of the Fund's
outstanding foreign currency contracts as at January 1, 2007.
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New Accounting Pronouncements Effective 2008

In December 2006, the CICA issued Handbook Section 1535 “Capital Disclosure”. This new standard
requires disclosure of qualitative and quantitative information that will enable users of financial
statements to evaluate the Fund’s objectives, policies and processes for managing capital. These
recommendations are effective for annual reporting periods beginning on or after January 1, 2008.

Also in December 2006, the CICA issued Handbook Sections 3862, Financial Instrument - Disclosure,
and 3863, Financial Instrument - Presentation, which will replace Section 3861, Financial Instrument -
Disclosure and Presentation. These new disclosure standards increase the emphasis on the risks
associated with both recognized and unrecognized financial instruments and how those risks are
managed. The new presentation standards carry forward the former presentation requirements and
are effective for annual reporting periods beginning on or after January 1, 2008.

In May 2007, the CICA issued Handbook Section 3031 “Inventories”. This standard introduces
changes to the measurement and disclosure of inventory and converges with international accounting
standards. It is effective for interim and annual periods beginning on or after January 1, 2008.

New Accounting Pronouncements Effective 2009

In February 2008, the CICA issued Handbook Section 3064 “Goodwill and Intangible Assets” which
replaces Handbook Section 3062 “Goodwill and Intangible Assets” and Section 3450 “Research and
Development Costs”. This standard establishes standards for the recognition, measurement and
disclosure of goodwill and intangible assets as well as the treatment of pre-production and start-up
costs and is effective for interim and annual periods beginning on or after January 1, 2009.

The Fund is assessing the impact on its financial statements of the new standards effective for fiscal
years starting on January 1, 2008 and January 1, 2009.

FINANCIAL INSTRUMENTS

The Fund has exposure to U.S. dollar currency exchange risk due to annual inventory purchases of
approximately US$20.0 million from U.S. based suppliers and is therefore exposed to fluctuations in
the Canadian dollar relative to the U.S. dollar. In order to reduce the risk associated with currency
fluctuations the Fund had, as at December 31, 2007 entered into forward foreign currency contracts
that covered approximately US$3.6 million of its U.S. dollar requirements over the next 12 months at
an average exchange rate of 1.1075 Canadian dollars per U.S. dollar.

Subsequent to December 31, 2007 the Fund entered into foreign currency contracts that will cover an
additional US$16.5 million of its U.S. dollar requirements over the next 18 months at an average
exchange rate of 0.9874 Canadian dollars per U.S. dollar.

The Fund has also entered into interest rate swaps that fix the interest rate on $32.0 million of its long-
term debt for the three years ending July 2010 at an effective rate of 5.05% plus 1.0% to 2.75%
depending on the Fund’s ratio of debt to cash flow calculated quarterly. The Fund has designated this
swap as a cash flow hedge and, correspondingly, an unrealized loss of $0.6 million at December 31,
2007 has been recognized in the consolidated statement of accumulated other comprehensive loss
and the consolidated statement of comprehensive earnings for the year ended December 31, 2007.

OTHER
Outstanding Units

The total units and exchangeable units outstanding as of March 26, 2008 were 17,443,906 consisting
of 16,843,906 units and 600,000 exchangeable units.
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Disclosure Controls and Procedures

The Fund has established and maintains disclosure controls and procedures (“DCP”), as defined
under the rules adopted by the Canadian Securities Administrators in multilateral instrument 52-109,
over financial reporting. Management has evaluated the effectiveness of the Fund’'s DCP as at
December 31, 2007 and has concluded that such procedures are adequate and effective to provide
reasonable assurance that any material information relating to the Fund and its consolidated
subsidiaries would be made known to them in a timely manner so that information required to be
disclosed by the Fund under securities legislation is reported within the required time periods.

Management is also responsible for establishing and maintaining internal controls over financial
reporting (“ICFR”) of the Fund. Based on its evaluation of the Fund’s ICFR, management believes
these controls are adequately designed to provide reasonable assurance regarding the reliability of
the Fund’s financial reporting and the preparation of the Fund’s financial statements in accordance
with Canadian GAAP for external reporting purposes. However, ICFR, no matter how well designed
does have inherent limitations. Therefore, ICFR can provide only reasonable assurance with respect
to financial statement preparation and may not prevent or detect all misstatements.

Management has also determined that there were no changes to the Fund’s ICFR for the quarter
ended December 31, 2007 that have materially affected, or are reasonably likely to materially affect,
the Fund’'s ICFR.

Responsibilities of Management and Board of Directors

Management is responsible for the reliability and timeliness of content disclosed in the Management's
Discussion & Analysis (“MD&A"), which is current as of March 26, 2008. It is the responsibility of the
Audit Committee to provide oversight in reviewing the MD&A and the Board of Trustees to approve the
MD&A. The Board of Trustees and the Audit Committee review all material matters relating to the
necessary systems, controls and procedures in place to ensure the appropriateness and timeliness of
MD&A disclosures.

Additional Information
Additional information, including the Fund’'s Annual Information Form, has been filed electronically

through the System for Electronic Document Analysis and Retrieval (SEDAR) and is available online
at www.sedar.com.

Dated: March 26, 2008.
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