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Colabor Income Fund

Consolidated Earnings
(unaudited and in thousands of dollars, except earnings per unit)

2008-09-06 2007-09-08 2008-09-06 2007-09-08

(84 days) (84 days) (250 days) (251 days)

$ $ $ $

Sales 288,446 195,488 747,196 558,365

Earnings before the following items 10,014 6,798 24,797 17,772

Financial expenses 1,813 1,622 4,864 4,712

Amortization of property, plant and equipment 975 858 2,496 2,301

Amortization of intangible assets 1,633 1,634 5,093 4,814

4,421 4,114 12,453 11,827

Earnings before income taxes and non-controlling interest 5,593 2,684 12,344 5,945

Income taxes

Current 1,224 2,543

Future 297 1,490

1,521  4,033  

Earnings before non-controlling interest 4,072 2,684 8,311 5,945

Non-controlling interest 1,761 948 4,262 2,140

Net earnings and comprehensive income 2,311 1,736 4,049 3,805

Basic and diluted net earnings per unit (Note 11) 0,16 $ 0,18 $ 0,33 $ 0,39 $

The accompanying notes are an integral part of the unaudited interim consolidated financial statements.
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Colabor Income Fund

Consolidated Deficit

Consolidated Contributed Surplus
(unaudited and in thousands of dollars)

2008-09-06 2007-09-08 2008-09-06 2007-09-08

(84 days) (84 days) (250 days) (251 days)

$ $ $ $

CONSOLIDATED DEFICIT 

Balance, beginning of period (14,724) (3,330) (11,797) (977)

Net earnings 2,311 1,736 4,049 3,805

(12,413) (1,594) (7,748) 2,828

Adjustment of non-controlling interest due to increase in

the Fund's interest in Colabor LP (Note 2)  616

Distributions declared (3,921) (2,663) (9,202) (7,085)
Balance, end of period (16,334) (4,257) (16,334) (4,257)

CONSOLIDATED CONTRIBUTED SURPLUS 

Balance, beginning of period 127 69 189 128

Compensation cost from long-term incentive plan 96 53 258 144

Acquisition of units by participants of long-term

incentive plan  (224) (150)

223 122 223 122

The accompanying notes are an integral part of the unaudited interim consolidated financial statements.
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Colabor Income Fund

Consolidated Cash Flows
(unaudited and in thousands of dollars)

2008-09-06 2007-09-08 2008-09-06 2007-09-08
(84 days) (84 days) (250 days) (251 days)

$ $ $ $
OPERATING ACTIVITIES

Net earnings 2,311 1,736 4,049 3,805
Non-cash items

Amortization of property, plant and equipment 975 858 2,496 2,301
Amortization of intangible assets 1,633 1,634 5,093 4,814
Amortization of deferred financing expenses 29 19 72 57
Non-controlling interest 1,761 948 4,262 2,140
Future income taxes 297  1,490
Compensation cost from long-term incentive plan 96 53 258 144
Amortization of debenture transaction costs 210 194 624 573

7,312 5,442 18,344 13,834
Changes in operating assets and liabilities (6,429) 5,738 (7,066) 8,621

Cash flows from operating activities 883 11,180 11,278 22,455

INVESTING ACTIVITIES

Business acquisitions (Note 2)   (70,424) (109,048)

Property, plant and equipment (428) (134) (878) (584)

Cash flows from investing activities (428) (134) (71,302) (109,632)

FINANCING ACTIVITIES

Bank loans 4,607 (8,658) 38,591 26,919
Financing expenses  (225)
Distributions paid to unitholders (3,921) (1,775) (8,783) (6,715)
Distributions paid to holders of exchangeable Colabor  
LP units (1,369) (913) (3,651) (3,651)
Repayment of long-term debt (146) (78) (406) (312)
Purchase of units held by the Fund for long-term  
incentive plan  (575) (238)
Issue of debentures  48,000
Issue of trust units (Note 2)  38,022 24,761
Unit and debenture issue expenses (Note 2)  (1,150) (1,404)

Cash flows from financing activities (829) (11,424) 61,823 87,360

Net change in bank overdraft (374) (378) 1,799 183

Bank overdraft, beginning of period (7,600) (2,776) (9,773) (3,337)

Bank overdraft, end of period (7,974) (3,154) (7,974) (3,154)

       

The accompanying notes are an integral part of the unaudited interim consolidated financial statements.
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Colabor Income Fund

Consolidated Balance Sheets
(in thousands of dollars)

2008-09-06 2007-09-08 2007-12-31
(unaudited) (unaudited)

$ $ $
ASSETS

Current assets
Accounts receivable 99,217 56,599 52,074
Tax withheld receivable 1,466 1,917
Inventory 63,429 44,080 48,404
Prepaid expenses 3,488 1,821 725

167,600 104,417 101,203

Deferred financing expenses 317 188 164

Property, plant and equipment 14,626 11,060 10,892
Investments (Note 2) 1,642
Intangible assets 111,956 119,228 117,049
Goodwill 105,318 33,610 33,979

401,459 268,503 263,287

LIABILITIES

Current liabilities
Bank overdraft 7,974 3,154 9,773
Accounts payable and accrued liabilities 88,364 60,864 52,026
Balance of purchase price payable 17,424
Income taxes payable 605
Distributions payable to unitholders 1,307 888 888
Distributions payable to holders of exchangeable Colabor LP units 456 456 456
Rebates payable 10,159 9,020 13,453
Deferred revenue 1,901 1,265 459
Instalments on long-term debt 739 468 468

128,324 76,115 78,128

Bank loans 64,448 30,541 23,376

Balance of purchase price payable 3,750

Long-term debt 1,291 1,365 1,209
Debentures 45,439 44,973 45,235
Accrued benefit liability for employee benefits 752 436 752
Future income taxes 7,395 6,290
Non-controlling interest 29,182 28,502 29,187

280,581 181,932 184,177

UNITHOLDERS' EQUITY

Unitholders' capital account 135,549 88,905 88,905
Option to convert debentures 2,315 2,337 2,337
Contributed surplus 223 122 189
Units held for the long-term incentive plan (875) (536) (524)
Deficit (16,334) (4,257) (11,797)

120,878 86,571 79,110

401,459 268,503 263,287

   

The accompanying notes are an integral part of the unaudited interim consolidated financial statements.
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Colabor Income Fund

Notes to Interim Consolidated Financial Statements
September 6, 2008
(unaudited, amounts in the tables are in thousands of dollars, except earnings per unit)

1 - BASIS OF PRESENTATION

These unaudited interim consolidated financial statements are in accordance with Canadian generally accepted accounting
principles for interim financial statements and do not include all the information required for complete financial statements.
They are also consistent with the policies outlined in the Fund’s audited financial statements for the year ended 
December 31, 2007. The interim financial statements should be read in conjunction with the previously mentioned financial
statements. 

2 - PUBLIC OFFERING AND BUSINESS ACQUISITIONS

Bruce Edmeades

On March 17, 2008, through Colabor LP, the Fund acquired substantially all of the net assets of Bruce Edmeades Co., a
company that carries on business in distribution to foodservice enterprises. The results of operation are consolidated in the
statement of earnings since the acquisition date.

The preliminary purchase price allocation, including estimated direct acquisition costs of $3,500,000, was determined as
follows:

$
Accounts receivable 12,369
Inventory 6,360
Other current assets 399
Property, plant and equipment 1,031
Goodwill (1) 3,500
Accounts payable and accrued liabilities (9,489)
Preliminary purchase price 14,170
Balance of purchase price payable (1,386)
Cash consideration paid 12,784

(1) Intangible assets with finite useful lives such as customer relations may be identified, measured and presented
separately from goodwill once the Fund has obtained the necessary information and the purchase price allocation has
been finalized.

Bertrand

On April 28, 2008, through Colabor LP, the Fund purchased the shares of Gestion Bertrand & Frères Inc. ("Bertrand") for
$84,788,000. The preliminary purchase price allocation is presented below and is subject to a number of adjustments in the
future. Bertrand carries on business in distribution to foodservice enterprises. The results of operation are consolidated
in the statement of earnings from the acquisition date. Since the Fund financed Colabor LP to undertake this acquisition, the
Fund's interest in Colabor LP increased from 66% to 74%.

To finance this acquisition, on April 23, 2008, the Fund issued 3,830,000 subscription receipts for $10.45 each for a total of
$40,023,000. Each subscription receipt entitled the holder to receive one unit of the Fund. On April 28, 2008, the subscription
receipts were exchanged for units. Moreover, the Fund issued 800,000 units for $10.45 per unit to certain Bertrand
shareholders for a total of $8,360,000.
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Colabor Income Fund

Notes to Interim Consolidated Financial Statements
September 6, 2008
(unaudited, amounts in the tables are in thousands of dollars, except earnings per unit)

2 - PUBLIC OFFERING AND BUSINESS ACQUISITIONS (Continued)

The preliminary purchase price allocation, including estimated direct acquisition costs of $1,000,000, was determined as
follows:

$
Accounts receivable 14,022
Inventory 10,017
Other current assets 1,204
Property, plant and equipment 4,321
Investments in Colabor Investments Inc. 1,642
Goodwill (1) 67,839
Accounts payable and accrued liabilities (9,432)
Other current liabilities (2,481)
Long-term debt (759)
Future income taxes (585)
Preliminary purchase price 85,788
Issue of units to certain Bertrand shareholders (8,360)
Balance of purchase price payable (19,788)
Cash consideration paid 57,640

(1) Intangible assets with finite useful lives such as customer relations may be identified, measured and presented
separately from goodwill once the Fund has obtained the necessary information and the purchase price allocation has
been finalized.

The acquisition is financed as follows:
$

Purchase price 85,788
Estimated unit issue costs (a) 1,150
Financing costs 225

87,163

$
Unit issue (a) 38,022
Issue of units to Bertrand shareholders (b) 8,360
Balance of purchase price payable 19,788
New credit facility (b) 20,993

87,163

(a) The issue costs and the underwriters' remuneration are deducted from the units. Future income taxes of $970,000 are
presented in the unitholders capital account. Moreover, the non-controlling interest and the deficit were adjusted due to the
increase in the Fund's interest in Colabor LP following the unit issue.

(b) The Fund negotiated a new operating credit facility with a banking syndicate in the amount of $100,000,000 for a
three-year term.

3 - CHANGES IN ACCOUNTING POLICIES

On January 1, 2008, the Fund adopted the recommendations of the Canadian Institute of Chartered Accountants Handbook
(the "CICA handbook") of Section 3031, Inventories, which replaces Section 3030 of the same title. The new section provides
guidance on the basis and method for evaluating inventory and allows the reversal of any previous write-down arising from
an increase in value. The Section provides new guidance on disclosure of the methods adopted, carrying amounts, expense
recognized, write-downs, and any reversal of a write-down. The difference in the opening balance of inventories can be
applied to opening inventories for the period with an adjustment to opening retained earnings, without restating prior periods,
or retrospectively with restatement of prior period financial statements.

In addition, on January 1, 2008, the Fund also adopted the CICA Handbook recommendations relating to three sections. They
are Sections 3862, Financial Instruments - Disclosures, 3863, Financial Instruments - Presentation and 1535, Capital
Disclosures.
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Colabor Income Fund

Notes to Interim Consolidated Financial Statements
September 6, 2008
(unaudited, amounts in the tables are in thousands of dollars, except earnings per unit)

3 - CHANGES IN ACCOUNTING POLICIES (Continued)

Section 3862 describes the required disclosures related to the significance of financial instruments on the entity’s financial
position and performance and the nature and extent of risks arising for financial instruments to which the entity is exposed
and how the entity manages those risks. This Section complements the principles of recognition, measurement and
presentation of financial instruments of Section 3855, Financial Instruments – Recognition and Measurement. 

Section 3863 establishes standards for presentation of financial instruments and non-financial derivatives. It complements
the presentation standards of Section 3861, Financial Instruments – Disclosure and Presentation. 

Section 1535 establishes standards for disclosing information about the entity’s capital and how it is managed to enable
users of financial statements to evaluate the entity’s objectives, policies and procedures for managing capital. 

These recommendations do not have any impact on the Fund's consolidated earnings, cash flows and balance sheets.

4 - REBATES FROM SUPPLIERS

In connection with EIC-144, Accounting by a Customer (Including a Reseller) for Certain Consideration Received from a
Vendor, the Fund is required to disclose the amount of any vendor rebate that has been recognized in income but for which
the full requirements for entitlement have not yet been met. For the 250-day period ended September 6, 2008, the Fund
recognized $9,381,000 ($8,091,000 in 2007) which has been estimated on the basis of meeting certain requirements to be
entitled to the rebates.

5 - LONG-TERM INCENTIVE PLAN

On February 27, 2008, under the terms of the long-term incentive plan, 19,704 units were released (which cost $224,000). On
February 27, 2008, the Fund granted $575,000 under the long-term incentive plan and 53,195 units were acquired on the
market for this purpose. For the 250-day period ended September 6, 2008, compensation cost expensed was
$258,000 ($144,000 in 2007).

6 - EMPLOYEE FUTURE BENEFITS

For the 250-day period ended September 6, 2008, total expenses for defined benefit pension plans amounted
to $197,000 ($108,000 in 2007).

7 - DEBENTURE CONVERSION

On March 25, 2008, debentures with a par value of $458,000 were converted into 44,682 units in accordance with current
conversion rules. The $420,000 carrying amount of these debentures and the related $22,000 conversion option were
recognized in the unitholders' capital account.

8 - CAPITAL MANAGEMENT

The Fund's objective when managing its capital is to safeguard the Fund's assets and its ability to continue as a going
concern, while maximising its growth and providing a return to unitholders. The Fund's capital is composed of unitholders'
equity and debentures. In addition to its conservative approach to safeguarding the balance sheet,  the Fund achieves this
objective through the prudent management of internally-generated capital, by optimizing the use of capital at a lower cost and
using capital to finance growth initiatives.

While the Fund is not subject to externally imposed capital requirements, its credit facilities are subject to a number of
covenants, including a total interest-bearing debt (excluding the debentures) to earnings before financial expenses,
amortization and income taxes ("EBITDA") and an interest coverage ratio.
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Colabor Income Fund

Notes to Interim Consolidated Financial Statements
September 6, 2008
(unaudited, amounts in the tables are in thousands of dollars, except earnings per unit)

8 - CAPITAL MANAGEMENT (Continued)

The financial institutions' requirements regarding credit facilities include the following:

Requirements 2008-09-06 2007-12-31

Total interest bearing debt (excluding debentures)/ Maximum
EBITDA (1) of 3.00:1.00 1.56 0.89

EBITDA/financial expenses  (1) Minimum
of 3.50:1.00 5.07 4.54

(1) These ratios are calculated over 12 consecutive months.

The Fund intends to maintain a flexible capital structure that is consistent with the above objectives and make adjustments to
it in the light of changes in economic conditions and the risk characteristics of the underlying assets. In order to maintain or
adjust the capital structure, the Fund may acquire units for cancellation in connection with a normal course issuer bid, issue
new units, raise capital through debt instruments (secured, unsecured, convertible or other) or refinance current debt
through instruments with different characteristics.

9 - FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Financial risk management objectives and policies

The Fund is exposed to various financial risks resulting from both its operations and its investments activities. The Fund's
management manages financial risks. The Fund does not enter into financial instrument agreements including derivative
financial instruments for speculative purposes.

Financial risks

The Fund's main financial risk exposure and its financial risk management policies are as follows.

Interest rate risk

The debentures bear interest at a fixed rate and the Fund is, therefore, exposed to the risk of changes in fair value resulting
from interest rate fluctuations. The bank overdraft, bank loan and long-term debt bear interest at variable rates and the Fund
is, therefore, exposed to the cash flow risks resulting from interest rate fluctuations. The Fund's other financial assets and
liabilities do not comprise any interest rate risk since they do not bear interest. The Fund does not use derivative financial
instruments to reduce its interest rate risk exposure.

The sensitivity analysis includes items bearing interest at variable rates and indicates that a 1% fluctuation in the bank prime
rate would have a $271,000 impact on net earnings for the 250-day period ended September 6, 2008.

Credit risk

Generally, the carrying amount on the balance sheet of the Fund's financial assets exposed to credit risk, net of any
applicable provisions for losses, represents the maximum amount exposed to credit risk.

The Fund's credit risk is primarily attributable to its trade accounts receivable. The credit risk related to trade accounts
receivable is generally diversified with the exception of one customer which accounts for 20% of trade accounts receivable
as at September 6, 2008. The Fund requires a guarantee from some of its customers. As at September 6, 2008, the Fund
has guarantees for 26% of its trade accounts. The Fund's policy is to have each customer undergo a credit check.

The Fund examined its accounts receivable to detect any indications of impairment. It was determined that some accounts
receivable were impaired and, accordingly, a $646,000 allowance was recognized. Customers whose accounts are
impaired are experiencing financial difficulties.



10

Colabor Income Fund

Notes to Interim Consolidated Financial Statements
September 6, 2008
(unaudited, amounts in the tables are in thousands of dollars, except earnings per unit)

9 - FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (Continued)

Liquidity risk

Liquidity risk management serves to maintain a sufficient amount of cash and to ensure that the Fund has financing sources
such as bank loans for a sufficient authorized amount. The Fund establishes budget and cash estimates to ensure it has the
necessary funds to fulfil its obligations. In light of the cash sources available to the Fund, management believes that the
liquidity risk is not very high.

The Fund's liabilities expire as follows

Less than Maturing in
 12 months 1 to 5 years

Bank overdraft 7,974
Accounts payable and accrued liabilities 88,364
Balance of purchase price payable 17,424 3,750
Distributions payable 1,763
Rebates payable 10,159
Long-term debt 739 1,291
Bank loans 64,448
Debentures (par value) 49,070

126,423 118,559

10 - SEGMENT DISCLOSURES

The Fund has two reportable segments: distribution to food distributors (Wholesale Segment) and distribution to foodservice
enterprises (Distribution Segment). Head office costs are not allocated.

The accounting policies that apply to the reportable segments are the same as those described in the Fund's audited
financial statements for the year ended December 31, 2007. The Fund evaluates performance according to earnings before
financial expenses, income taxes and non-controlling interest. 

2008-09-06 (84 days)
Wholesale Distribution Head

Segment Segment Office Total

$ $ $ $
Segment sales 108,308 196,290   304,598
Inter-segment sales (16,152)    (16,152)
Sales 92,156 196,290  288,446

Earnings (loss) before financial expenses, amortization,
income taxes and non-controlling interest 4,978 5,719  (683) 10,014

Total assets 135,611 265,848 401,459

Acquisitions of property, plant and equipment 16  412   428
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Colabor Income Fund

Notes to Interim Consolidated Financial Statements
September 6, 2008
(unaudited, amounts in the tables are in thousands of dollars, except earnings per unit)

10 - SEGMENT DISCLOSURES (Continued)

2007-09-08 (84 days)
Wholesale Distribution Head

Segment Segment Office Total

$ $ $
Segment sales 99,292 96,490   195,782
Inter-segment sales (294)    (294)
Sales 98,998 96,490  195,488

Earnings (loss) before financial expenses, amortization,
income taxes and non-controlling interest 4,105 3,466  (773) 6,798

Total assets 136,133 132,370 268,503

Acquisitions of property, plant and equipment 6  128    134

2008-09-06 (250 days)
Wholesale Distribution Head

Segment Segment Office Total

$ $ $ $
Segment sales 304,805 469,574 774,379
Inter-segment sales (27,183) (27,183)
Sales 277,622 469,574  747,196

Earnings (loss) before financial expenses, amortization,
income taxes and non-controlling interest 13,887 12,946 (2,036) 24,797

Total assets 145,236 257,913 403,149

Acquisitions
Property, plant and equipment 186 6,044 6,230
Goodwill 71,339 71,339

2007-09-08 (251 days)
Wholesale Distribution Head

Segment Segment Office Total

$ $ $
Segment sales 279,035 279,689 558,724
Inter-segment sales (359) (359)
Sales 278,676 279,689  558,365

Earnings (loss) before financial expenses, amortization,
income taxes and non-controlling interest 10,413 9,037 (1,678) 17,772

Total assets 164,630 119,924 284,554

Acquisitions
Property, plant and equipment 244 9,251 9,495
Intangible assets 57,219 57,219
Goodwill 20,520 20,520
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Colabor Income Fund

Notes to Interim Consolidated Financial Statements
September 6, 2008
(unaudited, amounts in the tables are in thousands of dollars, except earnings per unit)

11 - EARNINGS PER UNIT

The following tables present basic and diluted earnings per unit:

2008-09-06 2007-09-08
(84 days) (84 days)

Weighted Weighted

average Net earnings average Net earnings

Net earnings number of units per unit Net earnings number of units per unit

$ $ $ $
2,311 14,490,072 0,16 1,736 9,895,793 0,18

2008-09-06 2007-09-08
(250 days) (251 days)

Weighted Weighted

average Net earnings average Net earnings

Net earnings number of units per unit Net earnings number of units per unit

$ $ $ $
4,049 12,297,469 0,33 3,805 9,714,557 0,39

The units hypothetically issued following the exchange of exchangeable Colabor LP units and the conversion of convertible
debentures have not been included in the calculation of diluted net earnings per unit because the impact is anti-dilutive. 

The weighted average number of units does not include the units acquired by the Fund for the long-term incentive plan.


