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FIRST QUARTER

Message to Shareholders

We are pleased to present the results for the first quarter of fiscal 2009, which ended on June 30, 2008.

Net earnings for the quarter ended June 30, 2008 totalled $83.0 million, an increase of $14.6 million or 21.3% compared to
$68.4 million for the same quarter last fiscal year.

Earnings before interest, income taxes, depreciation and amortization (EBITDA') amounted to $150.3 million, an increase of
$22.8 million or 17.9% in comparison to $127.5 million for the same quarter last fiscal year. The EBITDA of our USA Dairy
Products Sector increased by approximately $12 million in comparison to the same quarter last fiscal year. The contribution
of Alto Dairy Cooperative's activities in the United States (US), acquired on April 1, 2008 {(Alto Acquisition), and a more
favourable relationship between the average block market2 per pound of cheese and the cost of milk as raw material are the
main factors explaining the EBITDA increase, The EBITDA of our Canada, Europe, and Argentina (CEA) Dairy Products Sector
increased by approximately $10 million, which includes a gain of approximately $3 million from the sale of a previously
closed manufacturing facility, in comparison to the same quarter last fiscal year. This increase was also due to the increased
volumes in our Argentinean domestic and export markets and the continued benefits derived from rationalization activities
completed in prior years in our Canadian operations, partially offset by less favourable by-products market conditions. The
EBITDA of our Grocery Products Sector increased by approximately $0.8 million in comparison to the same quarter last fiscal
year. During the quarter, the appreciation of the Canadian dollar eroded approximately $3.5 million to the Company's EBITDA
in comparison to the same guarter last fiscal year.

Revenues for the quarter ended June 30, 2008 amounted to $1.362 hillion, an increase of $135.0 million or 11.0% in
comparison to the $1.227 billion for the corresponding quarter last fiscal year. The increase is due mainly to our USA Dairy
Products Sector, whose revenues increased by approximately $101 million. The Alto Acquisition and a higher average block
market per pound of cheese explain the revenue increase. Revenues from our CEA Dairy Products Sector increased by
approximately $33 million. Higher selling prices in accordance with the increase in the cost of milk as raw material in Canada
and in Argentina, and increased sales volume from our Dairy Products Division (Argentina) are the main factors explaining the
revenue increase. Revenues from our Grocery Products Sector increased by approximately $1 million in comparison to the
same quarter last fiscal year. During the first quarter of fiscal 2009, the appreciation of the Canadian dollar eroded
approximately 344 million in the Company’s revenues compared to the same quarter last fiscal year.

1 Measurement of results not in accordance with generally accepted accounting principles

The Company assesses its financial performance based on its EBITDA, this being earnings before interest, income taxes, depreciation and amortization. EBITDA
is not a measurement of performance as defined by generally accepted accounting principles in Canada, and conseguently may not be comparable to similar
measurements presented by other companies.

“Average block market” is the average daily price of a 40 pound block of Cheddar traded on the Chicago Mercantile Exchange (CME), used as the base price
for the cheese.

1



Outlook3

In the Canadian Dairy Products Division; we continue to focus on being a low cost producer in order to stay competitive in
the Canadian market.' The Government of Canada introduced, in December 2007, amended regulations establishing new
standards for cheese manufactured in.and imported to Canada. The Federal Government has provided a one-year
transition period to allow the industry to he in compliance with these new requirements. Saputo has always met the
Canadian and international standards for its manufactured products and will continue to meet them, including the
requirements of the amended regulations. However, Saputo believes that it has legal grounds to challenge these new
requirements, which constitute barriers to trade, and are technologically regressive and inflationary. In this regard, we
have filed on July 17, 2008, an application under the Agreement on Internal Trade to determine this matter. Regardless of
the outcome, we intend to mitigate the impact that these new standards will’have on our results, while trying-our utmost
to m|n|m|ze the effect Oon our customers. ' o ' )

In our Dairy Products Division (Europe), we are starifng tb”see"more stable milk prices. We continue to integrate these
cperations within Saputo and invest in capital expendltures programs in an-effort to |mprove overall efﬁuencues We have
successfully corripleted the information systems integration in our German operatsons

In our Dairy Products Division (Argentina), we continue to see increases in milk production. We will strive to seek volume
growth both on the domestic and export markets. In addmon we erI focus on echrenues to Improve overali operatlons
. f . v . [N I .

In our Dairy Products Division (USA), we completed the Alto Acquiisition on April 17 2008. During the quarter, the information
systems integration for these new operations:was successfully completed. We'will-continue throughout the remainder of this
fiscal year to work on operational syhergies that should benefit our’Division. With regards to the activities of Land O'Lakes
West Coast industrial cheese business acquired at the beginning of the prior fiscal year (Land O'Lakes West Coast
Acquisition), we will be completing our capital investment program during the -following quarters. The above-méntioned
acquisitions have doubled the size of our USA Dairy Products Sector and have allowed us to strengthen our operational
platform within a dynamic US dalrv mdustry Also;, during thé first quarter of fiscal 2009, the United States Department of
Agriculture® proposed- ‘changes 'to the manufactunng cost allowances used in the Class Il product-price formulas, These
changes will inctease the manufattunng cost aHowarice ard should benefit the USA Dairy Products Sector.” These proposed
changes hr'e"'exo'ected' to become effective’ during ‘our se'c'oﬁd"é|uarte\r of fiscal 2009. In addition, we remain focused on
sustaining the: posmve |mpacts derlved from our marketlng mrhatrves made throughout the prlor flscal year on’ Ieadmg retait
brands L LN St A ST T R

T P UL S T T {

LY vid g C e . . . H

In the Bakery Division, we ‘are focusing on oubrand leaders, wheré we plan to bénefit from production efficiencies and sales
performance. During the quarter, markéting funds Havé’béed transferred for Use by the sales force at the store level. In order
to mitigate ingredient cost increases, while finding ways to improve the quality of our recipes, we have put in place a working
group. Savings are expected to be minimal this year, as the implementation of different measures will take place throughout
the year. We are currently evaluating more co-packing opportunities for the US market as we began, during the quarter,
selling on a small-scale to a new distributor.

7 .
We refer you to the cautionary statement regarding forward-looking information set forth below under Managemem Anatvsrs



Dividends

The Board of Directors revised its policy and raised the Company's. quarterly dividend to $0.14 per. share from $0.12 per
share for a total of $0.56 per share annually, representing a 1 7% increase. This dividend will become effective for the dividend
payment of September 19, 2008 to common shareholders of record on September 8, 2008. - LN
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The goal of the management report |s to analyse the results of and the f“nancnal posmon for the quarter ended June 30 :2008.
It should be read while referring to our consolidated. financial statements and accompanying notes for the three-month
periods ended June 30, 2008, and 2007. The Company’s accounting policies are in accordance with Canadian generally
accepted accounting principles of the Canadian Institute of Chartered Accountants. All dollar amounts are in Canadian dollars
unless otherwise indicated. This report takes into account material elements between June 30, 2008, and August 6, 2008, the
date of this report, on which it was approved by the Board of Directors of. Saputo Inc. (Company or, Saputo). Additional
information about the Company, including the annual report and the annual information form for the year ended-March 31,

2008 can be obtained on Sedar at www.sedar.com.

CAUTION REGARDING FORWARD LOOKING. STATEMENTS; S - )
This report, mcludlng the “Outlook" section, contains forward- tooklng statements within the meaning of securities Iaws
These statements are based, among others, on our current assumptions, expectations, estimates, objectives, plans .and
intentions regarding projected revenues and expenses the economic and industry environments in which we. operate or
which could affect our activities, our ability.to attract and_ret_a_m ;Ilents and consumers as well as our operating costs, raw
materials and energy supplies which are subject to a number. of risks and. uncertainties. Forward-looking statements can
generally be identified by the use of the conditignal tense, the words."may’, "should”, ‘'would’, “believe”, “plan’, “expect”,
“intend”, “anticipate”, "estnmate" “foresee”, “objective” or “continue” or the negative of these terms or variations of them or
words and expressions of similar nature. Actual results could differ materially from the conclusion, forecast or projection
stated in such forward-looking information. As a result, we canknot guarantee that any forward-looking;, Statements. will
materialize. Assumptions, expectations and estimates.made, in the .preparation of forward-looking, statements and risks that
could cause our actual results to differ materially from our current.expectations are, discussed throughout this:MD&A and in
our most recently filed Annual Report .which is avallabie .on: SEDAR at www.sedar.com.. Forward- Iookmg mformatlon
contained in this report, including the “Outlook” section, is based on management’s current estlmates expectatlons and
assumptions, which management believes are reasonable as of the current date. You should not place undue importance on
forward-looking information and should not rely upon this information as of any other date. While we may elect to, we are
under no obligation and do not undertake to update this information at any particular time..- ey e
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4 To reflect the 100% stock dividend declared on November 6, 2007 and paid an December 21, 2007 to shareholders of record as of the close of business on
Decernber 10, 2007, which had the same effect as a two-for-one stock split of the Company's outstanding comman shares, all references to number and prices of
common shares made herein, prior to such payment, have been adjusted.
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Consolidated revenues for the quarter ended June 30, 2008 amounted to $l .362 billion, an increase of $135.0 million or
11.0% in comparison to the $1.227 billion for the corresponding quarter last fiscal year. Revenues from our USA Dairy
Products Sectonrincreased by.approximately 3.01imillion.; The=increase:is: due to the: Alto, Acquisition, -completed at the
beginning of. fiscal 2009; and-a-higher, average block. market per pound, of cheese of US$1.98:compared to.US$1.63 for the
same.quarter:last fiscal year. The revenues from our CEA Dairy Products Sector increased, by approximately. $33 million in
comparison to-the same quarter last_fiscal year. Higher- selling ;prices..in. our; Canadian: and Argentinean operations.in
accordance with the increase in the cost of. milk-as raw material.and increased: sales:.volume from our Argentinean activities
are the main factors explaining the revenue increase.:These- positive.factors were slightly offset by.less favourable by-
products market.conditions. Revenues from our.Grocery-Products. Sector increased by approximately $1 million in comparison

'to the same quarter last fiscal year. During the first quarter of fiscal 2009, the appreciation of the Canadian dollar eroded

approximately $44 million in the Company’s revenues in comparison to the same quarter last fiscal year.
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Consolrdated earnings before interest, income taxes, deprecratlon and amomzatron (EBITDA) ‘for the first quarter of ﬁscal
2009, amounted to $150.3 million, an increase of $22.8 million or 17.9% in comparison to $127.5 million for the same
quarter last fiscal year. The EBITDA.of our USA Dairy Products.Sector-increased:by approximately $12 million compared to.the
same quarter last fiscal year. The contribution of-the Alto-Acquisition.and.a:more favourable relationship:between:the average
block market per pound of cheese and the cost of milk as raw material are the main factors explaining the EBITDA increase.
The EBITDA of our CEA Dairy. Products Sector increased by approximately $10.million in comparison to the same quarter last
fiscal year. This increase was mainly.due to.the;increased,volumes.in our Argentinean domestic and export markets and the
continued benefits derived from rationalization activities completed in prior years in gur Canadian operations, in addition to a
gain of approximately $3 million from -the sale of a' previously closed manufacturing facility. These positive factors were,
partially offset by less favourable by-products market conditions. Our European operations had a minimal effect on EBITDA in
the first quarter of fiscal 2009.. The EBITDA of our .Grocery, Products ;Sector increased by approximately $0.8 million in
comparison. to.the_same quarter last fiscal year: This:is-as ajresult;of the price increase that took effect in.mid-November
2007 partially offset by lower sales volume for the quarter. During the quarter ended June 30, 2008, the appreciation of the
Canadian dollar eroded approximately $3.5 million of the Company’s EBITDA in comparison to the same quarter last fiscal
year. :
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Depreciation, expense-for the flrst quarter of- fiscal 2009xtotalled $22.4 million;an increase of $2.1 m|II|on compared to the
same .quarter.:last fiscal. year..The:increase is-due .mainly..tq the-Alto: Acquisition completed on:-April 1, 2008. Capital
investments-undertaken;by: all:divisions-in-the.prior fiscal year. also.contributed to increase depreciation expense throughout
the current quarter. These factors offset reduced depreciation from our foreign;subsidiaries due to the appreciation of:the
Canadian dollar.
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Net interest expense -increased by 30.2 million to,$6. 8-mi|lion +for, the .guarter ended June 30, 2008 in comparison to the

levels of bank Ioans drawn durmg the Frst quarter of t"sgal 2009 ThIS usagﬂ of cash |s explalned mamly by the Alto
Acquisition. Interest on long-term debt decreased due to the apprecratlon of the Canadlan dollar thus reducing the interest

¥ -

expense on our US dollar debt, i
I N Cha

Income taxes for the first quarter of flscal 2009 totalled $38.2 mrllron reflectmg an effectwe tax rate of 31.5%, compared to
31.9% for the same quarter last fiscal year Our income tax rates vary and could increase or decrease based on the amount of
taxable income derived and from which source, any amendments to tax laws and income tax rates and changes in
assumptions and estimates used for tax assets and liabilities by the Company and its affiliates.



Net earnings reached $83.0 million for the quarter ended June 30, 2008 compared to $68.4 million for the same quarter last
fiscal year. These reflect the various factors analyzed above. :
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For the three months: ended june 30, 2008, cash- generated by ‘operating activities® before’ changes in-non= cash worklng
capital items amounted to $110.4 ‘million, an increase. of .317:1 million in.comparison-to~the $93.3:miillion for the
corresponding quarter last fiscal year. Non-cash working capital items used $38.4 million for the first quarter. of fiscal 2009,
compared to using $80.3 million for the first quarter:of fiscal 2008." During the quarter, the. Company made income tax
payments'for amounts due at the.end-of last fiscal year,:in-addition’to.an increase in-inventory in our Dairy Products Division
(Canada), resulting-in a usage of non-cash working' capital Items. Last year’s usage was -attributed to higher-working capital
items-in our US division due to thie .increase’in thie average'block market.per:pound.of cheese during the-first quarter in
comparison to the same quarterofﬁscal 2007, "ot oaews B - o e e A
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Investing activities used $160.6 million for the Alto Acquisition completed on April 1, 2008. The Company added
524 8 million in frxed assets for the quarter endedJune 30,2068 . O
Financing activities for the first quarter of fiseal 2009 consisted of a.decrease in'bank loans of $36.0 million in addition to the
issuance of-shares for a cash ctmsrderatlon of $7.0 million;-as”part of the stock option-plan. ' :
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As at June 30,2008, working capital stood at'$362.2 million, a‘decrease from the $416.3 million as-at March 31, 2008 The
decrease is mainly attributed to the previously available funds:disbursed for'the Alto Acquisition, > - . T :
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As at June 30, 2008, our net interest bearmg debt “to-equity ratio'stood at 0.23, in ¢comparison to 0.17 as-at March 31, 2008.
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The Company currently has available bank credit facilities: of approximately $620 million, $188.1 million of which-are drawn,
essentially for our US and“Argentinean operatiofs. Should the need drise!-the. Company can makenadditional' financing
arrangements to pursue growth through acqursmons L A R TIIN R C R L
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Balance .S'heet

With regards to balance sheet items as at June 30, 2008 that varied compared to those as at March 31, 2008, we should note
that the variation in most items is mainly due to the Alto Acquisition. The continued appreciation’ of the Canadlan dollar
reduced the balance sheet items reported for:out foreign-subsidiaries: Frorh an epérational- perspective, the higher average
block market per pound of cheesé' has caused an increase in our Ddiry*Products Division (USA) working capital-items as at
June 30, 2008 in comparison to March 31, 2008"The Company's tota1' assets stood at $2 813 billion" as atJuner30, 2008

~

compared to $2.733 billion as'at March 31,2008 - v+ 070 falor 1 e T Ih0en e E L i dag

Share Capital Information
Share capital alithorized by the -Company is Comprised- of “in” uiilimited numbér of: common” and' preférred $hares.- The
common shares are voting and participating. The preferred sharés can‘ be 'issued in one or- more seriés, and the'terms and

privrleges of each series must be determmed it'the time f theif création.”  ~ - oot T T R
. X A'utholri=zed' B Is'sued:as at". o . ‘Issued as at i o
June 30, 2008 July 25, 2008
(_Ilorr_tmon shares Unll‘i_rnt‘te-d_' R ?,06‘;43:'(1_:9'.29 7 206,440,017 |
Preferred shares Unlimited : l None__!,._: . . - None
Stock options 9,949,230 9,895,711



In the first quarter of fiscal 2009, no common shares were purchased under the normal course issuer bid which became
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effective’as of November 13, 2007. - R T T T N O T el oo P
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Follow-up on Certain. Specific ltems.of theAnaIys.'S' B P T A TR R R

For an analysis-‘of’off—ba|ance sheet arrangements:-guarantees, tontratiual obligations; refated party transactions, accounting
standards, critical'accoiinting policies and uSe of accounting estimiates as well-as risks and uncértainties; we éncourage you to
consult the comments-provided in the 2008 anrual rejort-on pages 28 to'32 of the management's analysis, since there were
no notable changes during the first quarter of: fis¢al'2009: “Following thé annolincemerit of the GICA- relatlng to Internaticnal
Financial Reporting Standards, the Company is currently preparing a transition’ plan “ : :

internal Controls overﬁnancfalReparrlng B L EASRS BERFENOP

The Chief Executive Officéf anid the Chief ‘Firancial - Offiter; togéther with management, have con¢ludéd after having
conducted an ‘evaluation and-to the' best of their knowledge ‘that;:a3%f June 30! 2008, no change in the ‘Company's interial
coritrol aver financial feporting occurred ‘that couild - have ‘materiatly-affécted or'is reasonably l|ke1y to matenally affect: the
Company's mrernal controi over Fnancnal reportmg L S N R ot v
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For the quarter ended June 30, 2008, revenues from’ the ‘CEA Bairy Products ‘Sector amounted to $755:0 million; an increase
of $33.0'millioA‘in comparison tothe $722.0 millioh fof: the'S3me“quarter Tast fiscal year. Higher sélling prices in both our
Canadian and Argentineiin operations in accordarice withi‘thie iricreasé>in’the cost'of milk as raw material-and ‘increased sales
volime from o0r Argentinean” dctivities dré thé 'main faet8rs expliining thé“fevenue increase. THis increase Gffiéts less
favourable by-product market conditions in the first quartef ‘of fiscdl 2009 as compared to the samie quarter of fiscal 2008.
Revenues from our Dairy Products Division (Europe) showed a negligible decrease in comparison to the same quarter last
fiscal year. During the guarter, the appremauon of the Canadlan dollar eroded approxlmately $4 million of revenues from the
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For the’ quarter endéd June-30,2008, EBITDA"f6r the CEA Daity Products Sector totalled $99.0 hhillion, an increase of $10.0

million- or ¥112% compared fo the $89.0 miliion forithe correspoﬁalng Guarter last fiscal year: The 'EBITDA margm for the
quirterititteaséd t& F3% in comparison-to 12-3% for the'same quarterlast ﬂscal year. -

Our Dairy Products Division (Canada) continued to perform well in the first quarter. The division benefited from a better
product'fnix in-the'fetall §egmént compared to the same period ‘iast fiscal yiear: During thé quarter, the division experienced
unfavoiifibté by-prodict market canditions: decréasing EBITDA By-approximately $7 million. In addition, included in EBITDA
is'a ga“;r’i‘i‘:‘f'approxi‘mateh}"ss' miillion® féoni: the sale ‘&F a’prévibusly -closéd' manifacturing facil'i'ty Finally," we continue to
benefit ffom’ rationalization activities: ‘completed-in’prir- years “as'well as contmuously reviewing processes ‘and ‘automation to

‘\r-—-'

become more efficient. ' ' - T e B Lo T AT
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For the first quarter ended June 30, 2008, our Dairy Products Diyision (Europe) had a minimal effect on EBITDA.

The EBITDA of our Dairy Products Division (Argentina) showed a significant increase in comparison to the same quarter last
fiscal year. This increase is due to higher sales volumes both on the domestic and export market mainly due to the return of
historical milk production volumes which was affected by. floods in the first quarter of fiscal 2008 and continued benefits
from capital investments made in the previous fiscal ye';rs.
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Revenues for the USA Dairy Products Sector totalled $564.5 million for the quarter ended June "30,- 2008, :an. increase of
$101.3 million from the $463.2 million for the corresponding quarter last fiscal year. The Alto Acquisition completed on April
1, 2008 as well as selling price increases contributed approximately $107-million-in. additional revenues.-Af- average block
market per pound of cheese of US$1.,98 for-the current:quarter, US$0.35;higher, than.the average block market per pound of
cheese for the same quarter.last.fiscal year, increased revenues by.apprbggirnately $60 million. .These .factors, offset reduced
revenues due to a less favourable by-product market.in this qdarter‘conjrpared,.“torthe same quarter last, fiscal year. The
appreciation of the Canadian dollar eroded approximately. 340 million jn, revenues, We also continued. to support our retail
brand leaders through various promotional activities, . - - <0 o, . L0 e e

For the quarter ended june 30, 2008, the EBITDA totalled $46.0 million, an increase, of $12 million in comparison to the
$34.0 million for the same quarter last fiscal year. The: average -block market.per pound of cheese increased by US$0.35 for
the first quarter of fiscal 2009 in comparison:to the corresponding Qquarter last fiscal year,,positively affecting the absorption
of -our fixed ;costs. The relationship between- the; average, block- market per.pound of .cheese and the cost of milk as-raw
material was more favourable in the current quarter in comparison to the same-period last f'scal year. The realization on our
inventories was less favourable in the first quarter of fiscal 2009 in comparison to the first quarter of fiscal 2008. This was
due to a higher positive change in the block market per pound of cheese during the first quarter of the prior fiscal year
compared to this quarter. Finally, a less favourable by-product market in comparison to the same quarter last fiscal year also
decreased EBITDA. The average whey market for the quarter was approximately US30.28 compared to U5%0.77 for the same
quarter last fiscal year. These market factors combined had a positive impact of approximately $¥3. million' ot EBITDA: In
addition, the inclusion of the Alto Acquisition increased.our EBITDA;in comparison to, the same quarter last fiscal year. Finally,
initiatives undertaken in the prior and current fiscal years.wuth regards to, improved operatuonal efficiencies. and increased
selling prlcesualso increased EBITDA. These. factors offset. increased operational costs incurred |n_,.the current quarter in
comparison to the same-quarter last fiscal year resulting in-decreased EBITDA by approximately $8 million. The appreciation
of the Canadian.dollar eroded approximately $3 miltion in EBITDA... =~ .. - . .. . ..~ T e
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Revenues for the Grocery Products Sector totalled $42.4 million for the guarter,.a $0. 9 mllllon increase. compared to the same
quarter last fiscal year. This is due to price increases that took effect in mid-November 2007 offsetting lower sales volume,
and from the successful introduction of our. pew:10Q calerigs products family. distributed:in the grocery and,convenience
store channels. Sales volume from.our US co-packing activities decreased slightly compared to the same quarter Jast fiscal
year. Finally, our market share declined sligh_tly,de§pife roulr.e'ffgr't‘s‘:tol-gf,fset{bo_th the.introduction of private labe). products. by
retailers and highly competitive selling prices. l .
‘ B T I T R PR SR A LS SR I  FR TN, a
EBITDA for the Grocery Products Sector. ampunted to §5.3. mL"IOI'J' a $0 8 mllhon mcrease or. 17 8% compared 1o, the .same
quarter last fiscal year. EBITDA margin increased.from.10.8%.in:the first-quarter of, f‘scal 2008 to 12:4% this-quayter.. The
increase in EBITDA was mainly due to Vb_e_nef._l_gs_ derived fram:price increases in addition to the reduction of mque;nng €osts.
This positive effect on EBITDA was partiaily offset by anjincrease in operating.costs of approximately, $1.6 million related to
higher ingredient, packaging, labour and energy costs as compared to the same querter last fiscal year. e i

Liro Saputo C ' Lino'A: Saputo, jr.
Chairman of the Board President and- te o

Chief Executive Officer
August 6, 2008



NOTICE ST T e
The consolidated financial statements of Saputo Inc. for the three-month periods

ended June 30, 2008 and 2007 have not been reviewed by an external auditor.
CONSOLIDATED STATEMENTS OF EARNINGS

(in thousands of doliars, exceptper share amounts)

N

(unaudired) - . ;4. . R - . F -
. . - For the three-month periods
, endednjur.fe .30
) 2008 " 2007
Revenues . .. . S : e e e . $ 1,361,910 | § 1,226,735 ¢
Cost of sales, selling and administrative expenses 1,211,593 1,099,220
Earnings before interest, depreciation
and income taxes TR AE L 50,307 127,615 - e
Depreciation of fixed assets 22,395 Ve 20,268 " L
Operating income 127,922 107,247 -
Interest on long-term debt 4,597 5,040
Other interest, net 2,188 1,549
Earnings, b”e:\fore income taxes . 121,137 100,658
Income taxes : o -7 T e e e 38,174 32,271 i
Net earnings. .. . P o i s 82,963 | $ 68,447
LR s '_ -
Earnings per share (Noﬁg__s), T ; . .
Net earnings . et C e e, -
Bagip — T Tho v mmm mepmemarrmeeememee — Il ool T ggg | g - - 033 .
) 040 | % 0.33

Diluted ) - . - o . atwer [N




CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in thousands of dollars) . e e
(unaudited) - I R AN .
For the three-month periods
oL -~ - s endgd june 30
2008 *°M™ 2007
Net earnings =~ T s $ 82,963 | § 68,447
Net change in unrealized losses on transiation of
financial statements of self-sustaining'operations 3,060 (44,979)
Comprehensive income ., $ 86,023 | § 23,468
i . £ . ) e
. : 4 . c LT et
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS e
(in thousands of dollars}  + 1 .
{unaudited) ) - , o o oo P
'; For the three-month periods
ended June 30
“t . - e - - .
: 2008 [ Y 2007:
- . — i = - - Ly - LI - - - - . 4 !
Retained earnings, beginning of period , o e e - e IR A 1,206,568 | 3 1,085,081,
Net earnings ’ 82,963 68,447
Dividends (24,772 © 7V (20:469)
Excess of purchase price of share capital over carrying value - {72,258}
Retained earnings, end of period s S 1,264,759 | $ 1,060,801




AY

SEGMENTED INFORMATION e Lot
(in thousands of dollars)

(unaudited)

For the three-month periods

' ; ‘ ) ended June 30
2008 2007
Revenues ) :
Dairy Products
CEA (1) { ; L 755,004 | 3 722,023
USA . . 564,511 ] . 463,105
: 1,319,515 1,185,188
Grocery Products - ) 42,395 41,547
‘ ) 3 1,361,910 [ % 1,220,735
Earnings before interest, depréciation = Cos
and income taxes BT : U
Dairy Products 2T Y R P
CEA - ' $ 99,044 | $ 88,999 .
USA . L. 46,014 34,020
T 145,058 123,019
Grocery Products - - ) . T Y F 5,259 .- 4,496
T 3 150,317 | % 127,515
Depreciatidﬁ‘-gf-_fi;ed as_;ets . ) ) - ,-
Dairy Products .
CEA ) $ 9365 | % 9,329
USA . P e e : 1963 | . 9130 ..
. : 20,528 8459, ...
Grocery Products ' 1,867 1,809
' R 3 22,395 | % 20,268
i e e i . : e - .
Operating incorfe_-_ BT i )
Dairy Products : '
CEA : : $ 89,679 | $ 79,670 T
USA S gl : U e : 34.85] 24.890 R
- T X 124,530 104,560, )
Grocery Products | ; ) . 3,392 2,687
T I S S ——— . S 7 4173 I SRR L Y L YA
Interest i : 6,785 6,589
[CENEETE el : . R .
Earnings before income taxe:s: " sing. i o 121,137 ~ 100,658 | Cat
income taxes « -.” e g mees tmee ceme e eee3gaza | 32200 .
Net earnings : : $ 82,963 | s 68,447
{1) Canada, Europe, and Argentina
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CONSOLIDATED STATEMENTS OF CASH FLOWS
{in thousands of dollars)
(unaudited)

For the three-month periods

ended June 30

2007

2008
Cash flows related to the'following activities:" E
Operating e - )
Net earnings - $- 82963 | 3 68,447
Items not affecting cash o o™ - = o -
Stock based compensation ‘ o 1.831 | . 2,082
Depreciation of fixed assets I 22,395 . 20,268
(Gain) loss on disposal of fixed aisets (3,058) - 4
Future income taxes " 4 6,445 2,338
Deferred share units O 360 _ 308 ]
Funding of employee plans in excess of costs ; (503) (172)
- . Corm ot - e - 110,433 - 93,275
Changes in non-cash operating working capital itefns™ -~~~ -~ > (38,447) (80;297y -~
71,986 = . 12,978,
Investing b
Business acquisitions (Note 11) -_ ) 5‘ _ —— - .- (160,603) {253,188)
Additions to fixed assets ; ' : (24,802) (17,691
Proceeds on disposals qf fixed assets N - S e 4,129 199
Other assets e A st e o e = (1089 0 v 2,288 o
¢ (182,365) (268,392),
Financing ,
Bank loans . e e - (35,992) (5.123) .
Issuance of share capital Ce * ; ' 6,972 9,748
Repurchase of share capital e U -}~ - (36608 .7

1 - (29,020)

v (31,981 % e

Decrease in cash and cash equivalents

: T 139,399 T (287,395

Effect of exchange rate changes on cash and cash equivalents 1,010 |-+ ;- 38,3220 0 0
Cash and cash equivalents, beginning of period 165,710 276,894
Cash and cash equivalents (bank indebtedness), end of period ~ _ . ... . S . 27321 s agaryee T

- { N RTINS EPILA
Supplemental information Trom e
Interest paid $ 10,590 | II.,079
Income taxes paid $ 53,342 3 39,289




CONSOQLIDATED BALANCE SHEETS
(in thousands of dollars)

PN

(unavdited)

" June 30,2008  March 31, 2008

ASSETS
“Current assets™ "7 -
-Cash and casH équivalents- +*< . % winl » o0
Receivables . -
Inventories (Note-4)
. Income taxes.- . .. | T e T L
.ft_,lture in;orr_;e‘,ta,xes‘ T A _...18910
Prepaid expenses and other assets

VA M e 17
RN Fac P R

S e

RN

$

s 8812

26,869

E

50439121 L o
L 5057609936,

. 5
- 1

(audited)

roLafit i LR N "y : o

+ 165,710. :,

408,973 .

_ 533,686 e
10252, ..
17050 .
43,729

1,120,569
41,343
944,853
585,356

Portfolio investment

Fixed assets {Note 5)

Goodwill i

Trademarks -and other intangibles - ° ’ Tk ke
-Other assets (Noté-6y- --* """ =+ Co :

T

e ‘--.fl:",f.3.71'678=“.: i
v . oy T RIGE 76,063‘ . ;.'|;
Future income.taxes .- -~ " Tt nT e e e 6 638 0

1,179,500 =
41,343

871,739

522,546 -
38,043

79,257 :
5,048 =

i BRGNS T PR L $. ...72:812,500 % 2,733,476
A P T S E AR T LU Vo R SO ‘
LIABILITIES -, . el e mates B re 5
Current '!-ab-i"'tjes'r B . WAl . A 2 LC e e T P T B AP PO R 4 T 3! ! I v
Bank loans ) $ 188,127 % 222,584
Accounts Qayable and accrueFI ligbilities_ i y 433,352 ) 409_,3’2_3' . .

Dividend payable T 2472

s 5. o, T

Income’taxes Kl C e T D iR N DIVLA gy 3330 L

Futureinéome taxes® /- . TT e - LTSN b a0 124,799

111,511 '
19,7901 v -

saxnag s 758,383

224,334
23,640
116,543

Long-term debt
Other liabilities ~, <=1 o2 v
Future income-taxes

- 763,208
225,830
13,972
111,306

$ 1,122,900

$

1,114,316

- T Min
SHAREHOLDERS' EQUITY
Share capital (Note 9) .1 ) 545,063

23,1327
1,264,759
{143,354}

Contributed Sufpius {Noté 10)’
Retained earnings
Accumulated other comprehensive loss (Note 3}

536,921 N . .
22,085

. 1,206,568

(146,414)

1,689,600

1,619,160

[

Bt $ 2,812,500

$

2,733,476

.
(% -
"
. . - .
- . e e

12
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS ST e AR
(tabular amounts are in rhousands of dallars except mformanon on options and shares) co
(unaudited)

1 — Accounting Policies

The unaudited consolidated financial statements have been prepared in accordance with Canadian generally accepted
accounting principles and applied .in-the same manner:as the most recently audited financial statements. During the quarter,
the Company adopted Section 30310of the CICA Handbook, Inventories. The adoption of this section has no impact on the
consolidated financial statements. The unaudited ‘consolidated financial statements do not include all the information and
notes required according to genera!ly accepted accountmg principles for annual financial statements, and should therefore be
read in conjunction with the auduted consolidated ﬂnanual statements and the notes mcIuded m the Company 5 annual report
for the year ended March 31, 2008 '_- - : .o s | R

r
T
-

e AL SRR

R

. . M.

2 — Foreign Currency Translatlon L

The balance sheet accounts of the self—sustammg compames operating outside Canada are translated into Canadian dollars
using the exchange rates at the balance sheet dates:- Statement of earnings accounts are translated into Canadian dollars
using the average monthly exchange rates in effect during the periods. The unrealized losses on translation. of the financial
statements of self-sustaining “operations account presented in accumulated other comprehenswe Ioss _represents
accumulated foreign currency losses on the Companvs net mvestments in companies operatlng outsude Canada The change
in the unrealized losses on translation of the financial statements of self-sustaining operations account for the period
resuilted mainly from the change in value of the Canadran dollar as compared to the currencies of our foreign subsrdlarres

-

I S

. AT R B P A T TR
Foreign currency accounts of the Company and its subsidiaries are translated using the exchange rates at the balance sheet
date for monetary assets and liabilities and the prevailing exchange rates at the time of transactions for income and
expenses. Non-monetary items:are translated at the historical exchange rates. Galns or losses resultmg from thls transiatlon

are included in the cost of sales; sellmg and admmlstratlve expenses.

or N
‘. W .. g

W For the three month per[ods
: - ended June 30

© - L e S L S - - Croa T

2008 2007
Foreign exchange gain ' T $ 352' . 5 s . 402
S e . S Tate R 3L o P
Ve al f anbites b
3 — Accumulated Other Comprehensive Loss e, . D oo P
. . PRI Lo Rl TIO T e et o WEIRLGTY o

o " " “Year ended
] ““June 30, 2008  March 31,2008

Accumulated other comprehensive loss, beginning of period S (146,414} § {82,664)
Other comprehensive gain (loss) 3,060 {63,750)
Accumulated other comprehensive loss, end of period I (143,354) $ (146,414)

13
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4 — Inventories 0 "
The following table presents the components of the inventories:
_ June 30, 2008 March 31, 2008
Finished goods _&+¢ - e $ 388,562 $ 322,550 -
Raw materials, work in'process and supplies L 221,374 211,136
$ 609,936 3§ 533,686
5 m»l:‘ixed'A-sEef__s N -
| o - June 30, 2008 March 31, 2008
b Accumulated Net book Accumulated Net book
Cost .. depreciation .. value, ... . .Cost depreciation value
Land o Y Ui S$.. 34406 8. . .- .$..34406 .5 . 34117 $ - ¢ $ 3417
Buildings 355,513 76,592 278,921 337,789 74,679 263,110
Furniture, machinery - ' - N
and equipment~, - . . ,. 1,073,582 449,189 624,393 997,317 431,054 566,263
Rolling stock L 12,4%6 . o 7,‘61_? o 4,807 ) . 12,478 ) 7,662 4,816
Held for sale IR 2,326 - 2,326 3,433 .= . .. 3,433

$ 1,478253 ' $ 533,400 § " 944,853 3 1,385,134 § 513395 5 871,739

et 3

Fixed assets held for'sale represent mainly machinery, equipment and buildings in Canada and the United States that 'will be
disposed of as a result of certain plant closures. During the period, a galn of $3,077,000 was recognized on the sale of fixed

assets held forsale. = .~ e SOOGS0 I mnreny L4 Y H SRR

LSRN IS T L T

The net book value of fixed assets under construction, that are not being amortuzed amounts to $59 294 000 as at
June 30,:2008 ($46,593,000 as at March 31,.2008), and consists mainly-of machinery and equipment.

SAENED e R E ot Y (U LI S T P I T LR PO et
6 — Other Assets
June 30, 2008 March 31, 2008
Net accrued pension.planassets ., . ool s . r oo meanal g b eean o L3 o, 37,901 $ 56,239
Taxesrecejvable, ...v .. | . s e oo S0 maTe e, L 9,778. 10,822,
Other ) SRR 8,384, - .,B,196
b S, $ 76,063  § 75,257

7 — Employee Pension and Other Benefit Plans

The Company provides benefit and defined contribution pensmn plans as well -as other benefit plans such as health
msurance “life insurance and dental plans to eligible employees and retired employees Pension and other benefit plan
obligations are affected by factors such as.interest rates, adjustments arising frorn plan amendments, changes in
assumptions and experience gains or losses. The costs are based ona measurement of the pension and other benefit plan
obligations and the pension fund assets. - o C

Total Benefit costs‘ for the three-month periods ended June 30 are as follows:

14
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For the three-month periods
3 ... -, ended June 30
2008 2007
Pension plans ) : T ’ T s 5177778 4,869
QOther benefits plans - 326 . ... .359
DU v 8 4 55038 ..5,228

8 — Earnings per Share

Earnings per share for the period ended June 30, 2007 were restated to reflect the 100% stock dividend (see note 9).
For the three-month periods

- T e T D ) - ended June 30
aif ¢ L 2008 2007
Net earnings . . : soer s : S . 82,963 $ 68,447
Weighted average number of common shares st
~ outstanding: - : P T : 206,253,867 - - 207,006,656
-~ Dilutive options s o — 2,959,978 > 21,869,704
*  Dilutive number of common shares outstanding e e e e 2o 209,213,845 . 208,876,360
Basic earnings per share $ 0 40 S 0,33
Diluted earnings pér share "~ : ‘ et T $ 0408 0,33
: - Leoe Do LI IO s ARG iy L B el T L T

When calculatlng dilutive earnings per share, 1,625,752 options (1,765,008 in 2007) were excluded from-the calculatlon
because thelr exercise prlce was higher than the average market value.

' . M T eI L G PN LI, T e w0 DB o ch e i
Shares purchased during’the thrée~month 'pe'riod§ endedjiine 3022007, under-the normal course issuef bid, wére-excluded
from the calculation of earnings per share as of the date of purchase (none in 2008).

9 — Share Capital

Authorized
The authorized share capltal “of the Company consists of an unlimited number of common and preferred-shares: “The:common
shares are voting and pamupatmg The preferred shares may be issued in one or more series, the terms and’ privileges of
each series to be determined at the time of their creation. . . . . .. . . ‘ - - - —-

B e June 30, 2008 March 31, 2008

Issued e

PP N i b 5 . RN

206,431,929 common shares (205,962,964'at March 31,2008) > "~ - .. § - 545063 ° § - 536,921

ot e L Ry
On November 6, 2007, the C.bmpail'r'iy‘def:laréd' a 100% Et‘dE!( dividénd, whereby the shareholders of the Company received an
additional share for every share held. The stock dividénd was‘applicable to shareholders of record as of the close of business
on December 10, 2007, which had the same effect as a two-for-one stock split of the Company’s outstanding commeén
shares. All references made to prior fiscal year's number and prices of common shares have been adJusted to reﬂect thrs
stock dividend.

15



9 — Share Capital (cont'd)

468,965 common shares (859,882 in 2007) for an amount of $6,972,000 ($9,748,000 in 2007) were issued during the
three-month period ended June 30, 2008, pursuant to the share option plan. For share options granted since April 1, 2002,
the amount previously accounted for as‘@n increase to contributed surplus was also transferred to share capital upon the
exercise of options. For the three-month period ended june 30,: 2008 the amount transferred from contributed surplus was
$1,170,000 ($1,918,000 in 2007). "> _jsvos TSN

Pursuant to the normal course issuer bid, which began on November .13, 2007, the Company may. purchase for cancellation
up to 10,272,848 common shares until;November 12, 2008.: During the three-month period ended June 30, 2008, the
Company did not purchase any common_shares relating to this-normal course issuer bid.

Fe T - R Y
. [ e

‘-
LY
s . F ‘ . e t i
r -

.. a e Tall .. oa e F LW LTe LD - . ~

Share option plan

The Company, estabhshed a share opnon plan_to allow for the purchase of gommon shares by key employees, ofﬂcers and
directors of the Company. The total number of common shares Wthh may be |ssued pursuant to this plan, cannot exceed
28,000,000, Options granted prior to July 31, 2007 may be exerased 3t a pnce equal to the closmg quoted value of the
shares on the day precedmg the grant date Optlons granted thereafter may, be.¢xercised at a price not less than the weighted
average market price for the Fve tradmg days |mmed|ately precedmg the date of grant. The OptIOHS vest at, 20% peyr. year and
expire ten years from the grant date.

Options issiied-and outstanding as at the-period end are as follows:

Nema 1

June 30, 2008 March 31, 2008

Cranting Exercise Number of Weighted average Number of Weighted average
~period i price options exarcise price options exercise price
1999 from $8.06 to $9.37 - - 20,480 $9.22
2000 7T T4 fthie AR 39850 et 1061801 e Ui -n'fsg 85 ¢ %..111,404 - - $9.85
F2001  Taee smow ol L YRS T ura 213,8365 mert by mss.zs St 217,836 0 e o 36:75
2002 from $9.50 to $11.50 396,898 $9:52 409,246 i $9.52
2003 $15.18 645,284 $15.18 745912 $15.18
2004 $11.25 1,075,354 $11.25 1,203,594 §11.25
2005 $16.53 1,061,788 $16.53 1,138,316 $16.53
2006 (” . . %1808 1,308,538 $18.08 1,383,476 $18.08
2007 e PRRT 0D 61635 . - 1,843,526-- ~ . .-$1635 . . 1,933,324 $16.35.
2008 o $23.09 1,672,074 $23.09 1,729,840 . 523.09
Current ‘ $27.81 1,625,752 $27.81 - A
' - 9,949,230 . .$16.59 8,893,428 $16.52
Optlons exercisableat 4,839,037 $14.65 3535818 T §13.56
the end of the period ) s e N : ' -
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9 — Share Capital (cont'd) RIS
Changes in the number of options are as follows:
. T June 30 2008 . SR ' Lo, L
St a R Tl SRS - Weighted LTI o
' :Nurriberfof=- Wt s a0 AVerage. v e .os b oann ol
options exercise price R ',
Balance at beginnirg of penod © 8,893,428 - .. . $7v 1652 )
Options granted = . Do 1,634,393 74 -127.81 - ey
Options exercised T R T (468.965) ~$ - 14877 - ° o o
Options cancelled {109,626) $ 18.69
Balance at end of period 9,949,230 $ 16.59

Theé exercise" prlce of the optlons granted in flscal 2009 is 527 81 WhICh corresponds to the welghted average "market price
for the flve tradlng days |mmed|ately precedlng the grant date ' . o

v,
H.

The fair value of options granted in fiscal 2009 was estlmated at $4.98° per optlon usmg the Black Scholes optlon prlcmg
model with the following assumptions: T e ) i

ot
H

June 30, 2008 March 31, 2008

Risk-free interest rate: N 3.0% 4.0%
' Expecfed life of options: ' L . l‘— L - h . 5 years 5 years
Volatility:- -+~ Sl ComwAscdtiaor o aawtTe o 0 b o 19% 0 25%
Dividend rate: 1.7% 2.1%

A compensation expense of $1,831,000 (31;600,000 after income_ taxes) relating-to share options was recorded in.the
statement of earnings for the three-month period ended june 39,2008, and $2,082,000 (31,848,000 after income taxes) was
recorded for the three-month period ended June 30, 2007. Tr TR T PO A P :
rpogyt DRIED A =L
1 0 — Contributed Surplus

- LA

Year ended

L L .. June30,2008  March 31,2008
) . oo Cr .

Contributed surplus, beginning of period : H _ - _ [; 22,085 $ 18 864
Stock based compensation ' '“_ T 1,831 o "“8 279
Excess tax benefit that results from the excess of the deduct:ble amount ‘over v - o Tt e e
the compensation cost recognized o . 386 974
Amount transferred to share c_épital o - {1,170). - -(‘6,0‘3!2)
Contributed surplus, end of period $ 23132 § 22,085

11 — Businass Acquisition _

On April 1, 2008 the Company acquired the activities of Alto Dairy Cooperative in the United States for a cash consideration
of $160,603,000. The fair values attributed to the assets acquired were $26,885,000 to working capital, $70,840,000 to
fixed assets and $62,878,000 to goodwill. The final allocation of the purchase price will be completed in this fiscal year.

END ’




