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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL REPORTING

4

The ranagement of Arctic Slacier lncoma Fund is responsible for the preparation and fair presentation of the accompanying
consolidated financial statements and Management's Discussion and Analysis (MDRA'L The consolidsted Binancial staternants
wate prepared in accordance with Canadian genarally accepted acoounting principles, applied on a consistent basis. The significant
accounting poli which management believes are apprapriate far the Fund, are described in note 2 o the consolidated Hnancial
slatements. Firancial inforraation contained elsevdbiere in1he anpual report is consistent with thal shown in the conselidaled
financial staternonts.

The rassoliduted fnancial stalerments and information contained in the MD&A necessarty include amounts based on best estinuates
and careful judgments by management of the expecied effects of current evants and transactions with the apprepriate consideration
to materiality, The MD&A slso includes information regarding the impact of current iransactions and events, seurces of Liguidity and
cupital resoures, eperating brends, risks and uncerainkies, Adual resulls may differ materially from our prosent assessment of
this information hecauss fulure events and circumstances may nof excur o8 expected.

In meating cur responsibility fur the reliability and tmeliness of Brancisl information, management biss established systems of
internal control te properly authorize and record transactions, produce reliable sccounting records for the preparstion of financial
information, snd o provide reasenable assuance that asasts are safeguarded from loss orunanthorized use.

The board of lstees is respors ble for ensuring that managemant fulfills it resporsibilities Tor rancial reporting and inferal
controk. The board of trustees carries cul Hhis rasponsibitity principatly theounh A9 sudit committer, composed entirely of outside
and unrelated trustees. The audi cormmilies meets regulerly with financial managemen of the Fund and with the independent
auditer o discoss internal controls, audit matters, financial reporting issuss and reports fo the board of trustens thereon, The audit
commitize alse reviews the Fund's consolidated financial statements and MOBA befose they are approved by the board of truslees
for inchusion in e annusl report,

The Fund’s independent suditors, KPR LLP, have been sppointed by the unithulders to audil the financial statements ang express
an epinion tharson. The independect auditor has full and fres sccess fo the sudil comedties, and meels with them ot least quartarly
to discuss their sulit sod related matters,

KEITH W MCMAHGH, CA. DBOUGLAS &, BAILEY, A
President and Chist Exacutive Bfficer Ohief Fnancial (Hicer

March 38, 201
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AUDITORS REPORT

IWARE
To the Unitholders of Arctic Glacier Income Fund

We have sudited the accempanying consolidated financiat staterments of Arctic Blacier Tncome Fund which corviprise the consolidated
batanse shiels as ot Decomber 31, 2010 and 2009, the consolidated slaternents of sperations, changes in unitholders” equity,
saraprehensive lnss and cash fows for the years then erded, and notes, comprisieg a suramary of siqnificant accourting policies
and ather explanatory information,

Management's Responsibility for the Financial Statements

Manzagement is responsible for the prepacation and fair presentation of these conselidated Arsrcial slalenrents in accordance with
Canadian generally acceptest socounting principles, and fer such internal control as managament determings is necessary i enabie
the preparation of conselidated financial stalemants that ave free from material misstatement, whether due b0 Fraud of goren,

Auditers’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statemients based en tur audils, We conducied sur sudits
i accordance with Caradian generally actepled awditing standards, Those standards require that wi cormply with ethical requirements
and plan and perform the audit to obiain ressonable assurance whether the consolidated financial statements are frae of material
misstaterment.

An sudit invelves perlormiing procedures to obtain sudit evidance abeut the amounts and disclosures in the conselidated financial
stetements, The pracedures selected depend on our judgraert, including the assessmunt of ta: risk of raterial misstaternent of the
consolidated financial staterents, whether due to fraud ar error. In making those risk assessraents, we consider irdarmal contrels
relevant o the Fund’s preparation and fair presentalion of the conselidated financial slaterunts in srder b dusign audd procedurss
that are appropriale in the circumstances, but not for the purpose of expressing an opinion en the effectiveness of te Fund’s interpal
control, An audit also includes evalisating the appropriatecsss of sccounting policies used snd the regsanablaness of actounting
sstitnates made by maragement, as well as wwstuating the oversll presentation of the consohidated Hinancial statements.

We bolive that the audit svidence we have obtained is sufficienl and sppropriate Lo provide & basis for our sudit opinions,

pinfon

I our Gpinion, te conselidated financial slatements present fairly, in all raterial respects, the conselidated financial position of the
Furd a6 st Deceraber 31, 2010 and 2009 and the results of &5 consolidated apsrations and its conselidated cash flows far the years
ther erded in accordance with Danadian generally accepted accounting prnciples,

KPMB LLP

Charterad Accountants

Winnipeg, Garada
March 30, 2011
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CONSOLIDATED BALANCE SHEETS

£33 Dererbnr 31,25 1 ang 387

[thausands of U S, dollars) Atk 20049
ASBSETE
Current asgets
Casty $ 9,240 § ny
Agrounts raceiable 11,804 R
{rventories [Note 5 10,493 8,488
Prepaid expenses 3,703 4877
35,240 26,003
Future income taxes [Neote 14} ¥.904 -
Propariy, plant and equipment {Note &) 133,229 142,13
tntangible assets [Note 8} 114,873 122 547
Gongwitt {Note 9) 71,762 146,807
% 369,008 $ £37.793

LIABHITIES AND URITHOLDERS EGUITY

Current liabilides

Accouns payable and accrued lishilities $ 23916 $ 23169
Apfitrust relsted btigation settfements [Note 1% 11,393 -
Convertible debentures [Note 11 §%,251
Principal due within sne year on long-term debt (Note 10} 239 1009
124,951 84,268
Lang-term debt [Mote 10) 174,542 181,940
Convertible debentures [Note 111 - 81,515
Future Incoms laxss {Note 16} - 8,485

Unitholders syuity
Hnits {Note 123 325,209 325269
Contritated surplus 2,541 1 848
Warrants [Nole 13} 1484
Eauily portion of corvertible detentures Mote 11 8,358 8358
Baficit {749,726} (155,774)
Accumudated slher comprehensive loss jzz.331 (12,2748
&5,535 1613465
% 343,008 § £31,83

Continganeles {Note 17 and 23)
Subsequent events [Noles 10, 13, 17, 23 and 28]

Ses accampanying notes to consolidated financhl statements.

Approvad on behall of the Trustees by:

JAMES £ CLARK GARY A, FILMON

Toustes Tristee
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CONSOLIDATED STATEMENTS OF OPERATIONS

Yours ended Orovanbir 31, 2012 and 200

thousands of U.5. dollars, sxcapt por it ameunts} 2614 2009
Sales $ 233488 % 2W2TEER
Cost of sales, selling, general and administration expenses 184,618 173,
Earmings before the undermoted 48,876 b4 497
Amortization 32,240 0277
srnpairrient of property, plant and equipment [Note 6} - a0
interest (Mote 14 35410 0533
Loan amendment fees 400 2062
Acguishion integration expenses {Nate 41 - 247
£ 055 on disposals {Note 7 151 505
t.054 lgaind en foreign exchange [Mote 16} 83 {2,358}
Costs of antitrust investigations sed related ligation (Nots 17) 1557 11,253
Boodwill impaimsent [Note 91 75,008 -
Logs befors income taxes 112,193} {8,229
incomne taxes (MNote 16}
Durrent 38 &3
Fusturs (reductiond £18,5491 7189
{18,241} 7462
Loss & {93,552 § {15,874
L85 per unil - bask and diuted Note 18) ¢ {244 5 HER

See sroampanying nates to consotiiated fnantial slatenmmnts.
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CONSOLIDATED STATEMENTS OF CHANGES IN UNITHOLDERS™ EQUITY

-
Bl ang S0

Yeprz ended Dempmber 33

{thousands of U5, dollerst 210 2009
Units

Halance, baginning of year $ 325,209 % 325,207
Enits issued, nel of issue costs (ote 12 - 2
Balance, end of year 325,209 325,202

Contributed surplus

Halance, baginning of year 1,848 1320
Unit-based compensstion expense &93 Ly
Bulance, end of year 2541 1,868
Warrants

Balance, beginning of year - -
Warrants iseued [Mote 131 1,484 -
Halance, end of year 1484 -

Evuity porton of convertible debontures

Balance, beginning and end clyear £,.358 8,358
Deficht

Halance, begirning of year 155,774} {139,200}
Logs {33,982} {15,874
Balance, and of yesr {249,726 {155,774

Accunuitated other comprehensive loss

Halance, beginning of year 18,2741 {893
Other comprehsasive loss 14,085} 110583
Balance, end of year {22,331} {18,276
Total Unitholders’ Equlty $ $5.535 5 161,365

Ses grempenying neles 1o tensolidated fisandial slutemants.
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CONSOLIDATED STATEMENTS OF COMPREMENSIVE LOSS

zepember 33, 3014 and 2R

Youts ends

ssands ot 4.3, datlors] 2014 2009
Loss b3 193,952 5 15,874
(thar comprehunsive loss:

Net ureatized foreign curvency trarslation loss {4,125} {19,153
Amartization of ransitioral adjustreent to loss for the year i 0
Other comprehensive loss {4,055} {10,083
Comprehensive toss for the year ¢ {98,00M $ (25 9573

shalamments,

Sew gezompanying noles to consalidated fivarg
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Gonrs ot (e mber 2V ed 2R
[thausards of U5, dollers] PALEEL 2009

Cash fram fused nj:

Uperating activities

Loss $ {93,952) 3 {16874
Adjustments for:
Lnortization 32,240 30,277
Impalmant of property, plant and equipment {Note & " a8
Asiortization of transitional sdjustment o interest rate swap i 70
Amortization of deferved financing 4593 1,421
Accretion of convertible debenture principal 1,962 1431
Aceretion of lang-term debt 757 7h
Accrual of payrent-in-kind interest 1,664
Recogrition of rerts on a straight-tine bagis 715 b
nit-based compensation expanss £93 528
Loss un disposals 151 503
Hnreatived foreign exchange less lgaind on long-term delt 283 {1,938
Unrealized gain on foreign sxchange condracts “ {515
“osts of antitrust investigations and related Ligation (Nete 17 §1,393 6,264
Changes in fair value of interest rate swap 12,340 {114}
Brodwill impairment [Note % 75,008 -
Fishizre incorme taxes {reduction] 118,569 7,189
16,068 29585
Changes s non-cash working capital iterns {Note 19 2,192 (1428
18,240 28,159
Ivesting activities
Additions o property, plant and squipmernd {38,385} 994
Proceads from dispesal of property, plant and equipment 187 209
Procends from disposal of investraents - a3
Additions 1o infangible sssets {250] {23k
Funds returand from escrow [Note 4] 200 -
Aeapsisition of business operations {Note 4] - {228
{18,248) (18,3001
Firancing activites
Procseds from long-term debt 212,598 3751
Principal repayrmends on long-term debt 15,9701 {55,508
Payment of deferrad Anancing chames {Note 101 {18,315} -
tinits issued, net of issue costs - Y3
8,218 {17395
Forelge exchange galn on cash held in forelgn currenty 248 548
Increass In cash 85138 4%
Cash, beginning of year 727 303
Cash, end of year $ 9,240 % 24
Supplementary cash flow infermation
Interest paid $ 6,468 3 19.724
Income Laxes peid 328 443

The riet presentvalue of the partion of the purchage price or additionat considenation on acquistions of busingss operstions satished by
e issusnce o deferred consideration in the amount of $nil {2009 - $2691 has been excluded fram the financing and investing activities.

Seg scromps sates fo consulidated financial statemenss.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

do Usrember 31, 20 ad

s, @dsd por et wmeurdsl

ORGARIZATION

Arctic Blasier Inzome Fund fthe “Fund'} is an unincarporated, open-ended limited purpase reutuat fund trust established under the
faws ol the Provincs of Mberta on January 22, 9892 The Fund, through its subsidiaries, operates in the packa sanufacturing
and disteibution business in Canada and the United States. The Fund also licenses its rade narnes and proprietary tectoology to
independ ently bwned corapaniss in Canade and the United States under franchise and license agrearrents.

SIBMIFICANT ACCOURTING POLICIES

Basis of presentation and consolidation

The consstidated financial staterants ncl
All significant transactions ang

» the aecounts of the Fund ang its subsidiaries, all of which are wholly owned.
hatonces among group entities have been elirain

laventories

at the tower of cost and nat realizable value.

It ories are valied

Property, plant and eqdpment

Propenty, plant ant eruipraent are recarded o3 cost. Areortization is provided on the fillawing hasis and ot the following anemat rates:

Agset Basis Rate
Huildings

Machinery and equiprsent
Mercha
In-store bagging exuipmant
Vohicles

Cammputer and vffice equipment
Leasehald ireprovements Straight-ling Term of lease

b to 10% ared for cortain
36 irs ostimate is ta be applied prospectivitys As a result of this change in estimate, for the year
ation expense has increased approximataly $3.943.

sive January 1, 7010, the Fund revised its depraciation rate for certain types of resrchandisers from 6.
ehicles from 20% to 1%, This ¢
endad Decernber 31, 1), am:

Intangible assets

Srands, trade namas, non-carnpetition agreerents, customer rlationships and other asscts represent intangiile assets acquired
in husiness azyuisitions that meet the spacified eriteria for recognition, These assets are recarded at falr value and ave arcortized on
- ling basis over the estimated uselul lita of the assets with periads ranging from twa (o five years for brands, trade naress

The Arctic Glacier brand and trademark has an indefinite useful life, Accordingly, it s not amortized and is tested for irepairment
anrvally; or more fregusntly it events or chianges in cireurnstances indicate that the asset way be impaired. Any oxcess of the carrying

valus over fair value wall be charged to income I the perind fn which the inpainment is determined.

Boodwill

ricorded in goodwill sre not arortized, hut ats subject 1o a fair value in
the fair valur of goodwill of 3 reporting sk roralas greater than, or eaual to, the
fair value of the reparting unit will be charged fo incorno in the periad in which the impaireent is deferdined.

Impairment of long-lived agsels

The Fund reviews long-lved assets such as praperty, plant and equipment and intargbles for imprirment whenever avents or changes
in circumstances indicate that the carrying ansount may not be recoverable. When indicators of impairment of the cartying value exist,
an impairment loss on the long-tied assets to be held and used is recognized. The amount of the impairment lass is determined as the
oxcrss of the carrying velue of the asset over i fairvelus.
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NOTES '?'O CONSOLIDATED ?iNANQEAL STATEMENTS

Sents pivied

¢ 2 4 i per ot ameantsd

Asset retirement abligations

Linbilities refated ta e legal obligations assacialed vith the retiremant of tangible long-lved assets are ceplialived as part otthe
carrying aranunt of the long-lived asset and arcortized wvar the expected uselul life of the

Fareign currency transiation

consolidated financial statements

The Fund’s functional currency & the Canadian dollar and its reporting currenzy for presentation of it
isthe 1LE, doller

e financial siatornents of LS. subsidiaries, considered self- sustaining, sre translated into Canadtan dotlers in secordance with the
current rate method, under which assets ang Hibilities are translated at the currency exchange rate in effect at the halance sheat date

4 parrings statement torms are transtatad at the average currency exchange tate for the perind. Transtation
curmrzfy exchange rate Huckuations, including thoss related to long-term dubt deosm: inatid i 115, dollors and o
of net investeents in solf-sustaining foreign aperations, are shown in accureulated ather cornpretiensive loss uucu‘un'i‘hbldw ety
i realized, atwhich time they are transferred to income.

(ither reonetary assels and liabilities denominated in 115, dotlars hawe been transtated ints Canadian dallars at the rate of exchangs
2t the halance shest date. Galns and losses from translation ars recognized in income in the period they seeur,

The ssehiange gains aad losses resulting fromtranslating the Fund's conselidated tinancial staterments inCargdian dollars int 1.5,
dallars are recognized i accurnulated ather camprehensive loss under unithol ldors” eouity.
Revenye recognition

Revenue is recognized when packaged ice and other prodiicts are delivered o and sccepled by customers. Thera s ro right of return
with respect to such products,

Revonie resulting from leased equipment is recognized a3 carned under contract terms.
Rayalty fees from franchisees and licensees are recognized when the products are purchased frore: a third party by the franchisee
of distributor.

Uni-based compenzation

The Fund hias an incontive stock optian plan and can provide compensition to cortain rustess, directors, officers and emplayees in the
tarms of options to acquire Fund units. Uption grants are expensed over the vesting period of the aptions using a fir-value-based methad
of secounting with a corresponding radh ta cantribuited surplus.

ncome taxes

Yhe Fund is @ rautual fund trust as gefined under the fngoms Tax Act ard accordingly, is not subict to taxation on its ncame to the extert
that its income is distributed to s unitholders, Substantially all fexalile incarne will be allscated to unitholdars, Accordingly, under
current Caradian incores tax logislation, ne provision for incaine lases s raquived for the Fund.

The Fund’s subsidiaring ars subject to tax and follow the aseat and lahillty method for sccounting for incorne taxes. Lindar this reethod,
futre income tax zssats and liabilities aro recognized for the future tax consequentes attributable to ditterencas betwest the financial
statersent carying arsounts of existing assets and Habilities and thelr respective tax basls. Future incares bax assels and Labilities are
meastred sing enacter of substantivly enacted tax rates expacied to apply lo tasable nzome inthe years in which those tarmporary
differences are pxpected to he recovered or settled. The effest onfuture taxasse 5 of a change in tanrates is recognized
i incomse in the peeiod that includes th date of rnactment or substantive snactreent,

Earnings {loss] perunit

searnings [loss} per unit is corputed by dividing net eemings by thiw ighted average units outstanding during the reporting
perind. Diluted earnings lloss] per unit is calculated based on the weighted avrage nusmher of units outstanding during the p'smd
plus the effect of dlutive unit equivalents such a5 convertible debentures or optines. The dluted per unit arsounts are coloulated
using the freasury stock method, a8 if all the unif equivalents where aversge market price exceeds issue price had bean exercised
at the beginning of the reparting peried, or the perisd of issue, as the tase way ba, aid that the furds oblained therely were used
to purchase units of the Fund at the average trading price of the units during the period.
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NOTES TO CONSOLIDATED FINANCIAL STAT LTV%ETNT

fa

i Uerember 31, %0 and 2807

Comprehensive incoms floss)

Corprebensive incotae floss) is the change i unitholders’ aquity which results from iransactions other than those arising fror
investments by unitholders and distriutions to unitholders, These transaztions and svents include unrealized gains and lusses resulting
frarchanges in fair value of certain financial instruments and forsign currency translation amounts arising frone sett-sustaining foraign
operations. Accurpilated other comprehensive incorse {lossl included in unitholders’ equily represents cumulative changes in other
comprehensive ncoma (lass).

Financial instruments ~ recognition and measurement

il firancial instrurents are initlally recorded al Jair velue, Subsequent measurement is determined by the classification of each
financial asaet and liabilty, Financial instruments are classified as ane of the fallowing: hetd-Jar-trading, loans and recenables,
biold-1o-maturiy, avallable-for-sale or other iabilities. Financial ingirureents held-for-trading are reasured at fairvalue with gains

and losses racognized In earnings. Financial instruments hetd-to-maturity, loans and receivables and ather liabilities ars rmeasured at
armptized cost using the nffective intarest rate reethad. Changes in fairvalue are re el in marnings only it realized, or impairment
of the value of an asset occurs. Avatlable-for-sale instrureents are measuresd at fair value w:th ursealized gaing and lossss, netof tax,
roesgnized inather comprehensive income until such time a5 the ssset or liability 1s derecognized or inpaired ot which time the
amounts would be recorcisd in earnings. I it is not possible te obtain fair value information, then available-for-sale instruments ace
EAsures at ost,

s that ara directly attributells to the acquisition or issuance of financial assets and liabittios, other than those classifiz
. are acounted far os part of the respeciive asse v carrying value at iteption and are areortized owr the
Ve of the financial instrureent using the effective interest method.

At derivatives, including ercbedded deriatives that must be separately aceounted for, are retarted 4t falr velue inthe consolidated
balznee sheet,

The Fund has dass

4 fte cash and inferest rate swaps a5 held for-trating; accounts receivable as leans and mcatvellis; accounts
payable and aoorued labd

s, antitrust related ltigation settlerents, long-term debt and convertible debentures are ather liakltities,

153

Derivative finsncial instruments

The Furd wses derbative Hnancial Instruments in its ranagemen? of pxpasute to Hugiuatians in foreig
rates, The Fund's palicy is ot to utilize derhative financial instrurmonts fr trading or speculative purpases.

hange tatis and interast

The Fund uses interest rate swap agreercents 1 manage sxposure 1o flustuations i intere 56 agreements are nit gesignated
a5 cash flow hedyes and are carried af fair value with rasulting gains and losses recorded . Priorts Jamary 1, 2087, the Fung
»ppiéeé hﬁijgﬁ aceounting 16 account for its interast swap ayraements, Paynonts and raceipls under the inferest swap agreaments,
‘]n\zm\. as vﬁw ve hudgus, were recoguized as adjustments to inderest espense on the fong-term debt in the same

&

@

recurded in income\

Use of pstimates

The preparation of financial statements reguires manageraent o make ¢ reptions that affect the rported areolnts
of cortain assets and labiliies and disclosura of conti qentassels ang Habiliies of the date of the Bnancial staternents and the
rapurisd aveonts of certain revenue and sspenses during the port (. Actial resuls coutd difer o those estivates and assurplions.

CHANGES I ADCOUNTING POLICIES

Future clranges in accounting policies

In February 2908, the CICA Accounting Standards Board announced that accounting standands in Canada, as used by public comepardes,
witl ha canverged to Interrational Financial Reporting Standards UHFRS ] over 4 trangition period that will affect fiseal years beginning
onor after January 1, 2011, The Fund wilk comvert to these new standards according to the required timetatle. The Canajfan A»mun‘img
Standards Board had confirmed that publicly sccountable enterprises will convert to RS for annual financial stataments relsting
fiscal years beginning on or after January 1, 2011, Comparative RS infitrnation for the pravinus fiscal year will also have tabe !‘i‘,pﬂﬁﬁd,
Those standards will be affective for the Funds 2011 fiscel yoar.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Gn¥3 S

1 aed 2908 Tumourts 2 thousards o 15, Gftars, sreept pey oot nountd

4, BUSIHESS ACQUISTTIORS

During 2010, the Fund did not complete any business acquisitions. As a result of certain performanice conditions not being achieved,
the Fund received $291 during that year that was held in sserow relating to the acquistion of Hatdhist lee in (f this #mount,
$200) has heen applisd against the nt hook vatue of property, plard end eguipment and intangble aseets acquired, and $91 tas
been rpeorded a5 revenue.

Diuring 2009, the Fund and is subsidiaries acquired the assets of ane packaged fce cotapany for aggragate cash consideration of $434,
ncluting $249 of defarred consideration to b paid over & three year period. In addition, the Fund has incurred acquisition costs of $63
related to professional foes and other costs associzted with the purchase of these assets and operatisns.

These transactions have hean accountad for by the purchase mothod snd the e
frora the dates of zcquisition. Detalls of the acquisitionsfor the year ended B

« of operations arg nchuded in the Fund's acoounts
peerabier 31 are as follows:

2816 2008

Met asgets acquired, st falr vadue:

Current assiny $ - $ 2
Properly, plant and squipment - 32
intangible assets - 463
Soadwill -
- 47
Less cutrerd liabilities -
§ - $ 497
Purchase consideration:
{iash $ - $ 165
Oadorred consideration - 265
Acifuisition costs - 63
% - (3 &7
nsts related tb ingesration of these acquisiions are expensid 25 they are incurred during the yeat
5 IHVENTORIES
The components of ientories are as follows:
i 2009
Faw materiadls 3 4,915 % 5515
f :d qonds 3578 3982
$ 10,493 § 8588

Quring the year ended Decernber 31, 2010, inventories totating $63,747 ware expensed {2009 - $56 350 1o vost of sales, selling, general
and administration expenses.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Years zades Degember 3,

PROPERTY, PLART AW EQUIPRENT

The compunents of property, plant and equipreent are as follows:

2414

Accumulated Nt Book

fost Amortization Yatue

Land $ 8033 $ “ $ 802y
HBuildings 39943 14,488 25435
Machinery and squipment 117,492 PAR I 48,1583
Merchangisers 78,522 FAR 28,533
Vohicles 19,551 14,745 3,208
Garpputer and office aquipment 13,014 248 1,745
|.easehold improvements 5807 3,479 2108

§ 281,435 $ 144,706 $ 137,219

2009

Aceurmulatod Net Boak

Cost Amurtization Yalue

Land % $ - § 7945
Huildings 12342 %498
Constrsiction i progress 3 - 238
Machinery and squipment 6,192 41889 56323
Merchandisers 451 38141 IRXH
Vahicles H4T0 45
Compuiter and oftice equiprant 1898 283
Leasehold impro, £968 2045
$ 261954 $ 119,824 & 142,136

Amortization in respect of proparty, plant and ecuiprsent for the year ended Decersber 31, 2010 ataounted to $24.341 {2007 - $21,149L

Buring 2009, the Fund rcorded an impairment loss of $290 an cartain lend and building assets lcatesd In Michigan thal are not in use
and listes fr sale, Tha impairment is a result of 2 decrease in the net reslizable value slthe assets due b declining real estate values
in the region. In 2010, no mpaivment of property. plant and equipment was identified.

HIVESTMERTS

Buring 2249, the Fund disposed its non-contralling %% interest in a captive reinsurance company, Asa result of this disposal, the Fuspd
ecognized a loss on disposal for the yoar ending December 31, 200% of $85 that is included inloss on disposals.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Yoz envind Gurombir 31, 8010 ag 200 Jamounes in housands of S, Gilws, ezt per voit smoonts]
2. INTAKGIBLE A55ETS

The components of itangible assets are as follows:
2818
Accumutated Net Book
Lost Aanortization Yalue
Trademark $ 1,384 3 - $ 138
MNan-corapetition agreerternts M 1,498 873
Lustomer relatisnuships 146,182 33577 112,585
Dther 254 21 28

% 149,969 § 35,0% $ 114873

2009

Acruraulaied Het Book

Cost Areartization Yalue

Tradernark $ 1312 § - & 1317

Brands and trade narnes with finite lves 550 42 i3

Nan-competéion ments 2,048 1127 v

Lustomer relationships R 26241 120 0455
& 150,377 ] 27830 %

y rnprvm, g';farr'oriiz«munu? brand atul tmdr AT ”11».‘;5;, nor;«.mmp
{2008 - $1.334], custoreer relationahips af $7 365 (205 - $7(3ﬁ’u§and othm A556t8 01&:1 (2969 - $nill.

it agreements of $445

GOODWILL
The changes in the carrying amaurd of goodwill are as follows:

it 2009
Balance, beginning of year k3 144,807 & 144,416
Reduttions j143 on
Goodwill rmpairment {74,508} -
Fareign currency transiation 1126 278
Balance, end of year % 1,542 3 146,007

Beductions of 163 (2009 - $337 represerd a ravision of the sstirated acquistionand restrusturing costs accrued related fo
acquisitions completed in previous years.

Under Canatian GAAR, goodwill s not amottized but is subject to bepairment testing, At Septercber 3, 2019, the Fund conducted s
goodwil irapairment test and, as 3 reault, ranagement defermined that the recorded wlue of go for the western LLS, reporting
writ exceedod their fairvalue and recorded a goodwitl inspairmsent charge of $76,608, comprising 180% of the goadwill balance forthat
reporting urt. The condributing factors to the impairreent of goodwill ncluded reduced operating margins criven by reduced selling
prices as a result of increased compittive aciity, increased input costs, the owerall waskenaed state of the North American ez Oy
and markets, and 2 resuction in the valuation of pa  on companies. Mo epabrisent to the value of goodwdll in other raporting
units, other intangible assels or property, plant and equipnsent was identified during this fmpairreent testing.
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1, LORG-TERM DERT

The companants of long-terse debt are as follaws:

2414 2009

Torm loan $ 189,609 $ -

Senjorsecured notns - H0.606

Revolving term credit tacdity ~ %.498

Gstorred acguistion cunsideration ~ Unian lee - 314

Beferrad acquistion considaration ~ other 198 283

Othie {Note 18 and 24 44432 4,978

195,649 183,559

Less deferced financing charges 14,786 e
F78913

Lass principal included in current tizbilities 2 §1.00%

$ 196,527 $ 151,96

Gre February 23510, a subsidi
CERAO0L The loan is serured by o secorul charge sn all as: 5 on Fehruary .
The term loan bears inserest at 3 finating rate that is the greater of 11% ar s bas o or LIBOR plus 9%,

plus payment in kind [P interast of 15, Interest is payable guarterly, exceptfor PR Interest, which is accrued and payable at
praturlty. There are stheduled annuat principal repayments of US$1,388 ard C3500 plus an annual payment based oncalcutation

of excess cash fow, with the remainder due at maturity. o connection with 1hi: now loan, the Fuad issurd unlisted warrants to the term
foan lenders to acquire up to 3.4 million undts of the Fund at ary tree prior to February 9, 2014 5t an exerciss price of C3A.00 per unit,

S0 EISH 8419 and

The proc 10 the debt ardd roduce the arsount
outstareing o0 the revalving et cradit facility. The terr foan inclides & variable prepayment option at & prerium. The propayreent
sption represents ab ambedded derkative that ks accounted for separately at fair valie, At Becercbar 31, 2030 the estimated value of

the prepaytsent option is norinal, As a result of the refinancing, the Fund incurred deferred firmncing charges of $17.762 which are
being amortizerd nver the term af the loan using the effective Intarest wethor,

Mso on February 1, 2010 the Fund’s lenders amended the existing revolving terr credit facility to sccommodate the new tarms loan.

The facitity, wh cured by & first charge o all assets of the Fund and its subsidlories, vas reduced i size b USERI000 andd the
maturiy dats snded to February 10, 28 12 Amounts car be drawn in either Caradian or 1.5, dottars, and the facility bears interest
2t a floating rate of prisme, LIBOR or banker's acceptances plusa credi rrargin based on the Furd's quarterly leverage rafis, and does
not resuire scheduled principal repayrments prior to maturiy. The Fund incorred deferred financing charges of $2.087 a5 a result of

this amendrnent, These tosts are being armortized over the trre of the facility,

Subseguent tothe and of the year, on March 86, 2011, the Furd's tere loar lendars amended the tevres of the loan inconjunction with
providing the resuired consent necessary for a subsidiary of i Fund (o anter into 2 class action ligation setthement agreerment, The
lenddars amended the mintmure ERITEA covenant to $45 508 untd April £, #0712, and quarterly te » covenatis 1 4% fo § for the first
guarter of 2611, 525 %0 1 for the second quarter of 2011, 4.8 to Ttor the third and fourth quanters of 2311 and 5.0 ta 1 for the first quarter
of 7812, The terre loan lenders increased the PIR interest tato by 1% for the remainder of the term and the cost of the prepayment option
i 5%, I cannection with this amendreent, the term ban lenders eaguinad the Fund to amend the axercise price of 5 rreillion uististed
watrants that were previnusly issued 1o the term losn landers,

2

Ko on March 20, 911, the Fund's revolving tevra credd facility lenders amendad the terms of the facility, providing consent for the
Fund’s subsidiary to enter inte a class sction setilernent agreement and proviging for similar covenant amendreants.

7

At Becomber 31, 2510, the Fund’s revolving term eredit fasilily consisted of 2 $67.50% comraitraens {2009 - $145. 750 The balance
outstanding on the eredit faciliy at Decamber 81, 221 was $nil (2009 - 95,4581, including Conil [0 - 528900 repayable in
Canadian funds ans $oil {2009 - $589001 repayable in LS. funds. The halanre outstanding carried a welshted average interest rate
of nil ot Decomber 31, 2010 (2009 - B.7%).

At fecamber 31, 2009, the Fund's subsidieries had issued $60.000 of senior sevured five-yiar notes that were denorainated in U.S,
siollars and carriod a fived annual interest rat of 5.35% payable ronthly. The rrincipal was due upon seaturity an March 1, 2830,
On February 14, 2010 these notes were repaid in their entiraty,
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The Fund is in corepliance with all deht covenants as at Decamber 31,2070,

The Fund’s subsidiaries had unsecured notes payable sutstanding of 1,000 at Dacersber 31, 2007 to the solters of Union ice acquirad
in March 2007, Under this terros of the purshase agreenment, the so e adiditonal consideration ttating $5
0 this arnount, $2 550 was peid in April 2008, $1,500 was paid In January 2009 and $1 wag paid in January 2010, The discaunted
fair market vatue of the obligation at date of issue was recordod 21 54,418 and the discount was avereted to interest axpanse over the
duration of the abligation. The aceretion of the discount for the year ended Beceraber 31, 201 tatals Soil 220% - 3731,

The Fund’s subsidiarios have unsecured notes payable sutstanding of $ 198 at Deceraber 31, 204 12069 - $203 that coree due on

& rate of

In Gctober 2009, a subsidiary of the Fund entered info an agreement with the Unfed States Department of Justice F'Re Antitru st
Division to setila all charges agafnst I relsted to the BOJ's antitrust nve an, Under the terms of the agraement,  subsidiary of the
Fund agread to pay afine of 5,000, payable in instellments of $1208 due 30 days after entry of judgment, which accurred on March 4,
250 $ 105 at the one-year sntiversary fiate; $1,500 at each of the two, thren and four-year anniversary dates: and a tinal payreent of
$2,500 at the tiwe-year srnversary date. This abligation has beenrecorde in dther long-fere debl o iscaunted value of 5959
[200% - $6.286} using a discount rate of 120% (2009 - 19 455}, The aceretion of the discount for the year ended Bocember 31, 2010 totals
$655 (2059 - Saitl.

Asubsidiary of the Fund has an unsecured note payable 5f $483 st Dacember 31, 2510 {2009 - $514 ropresenting a retiremant allowance
1o its former Prosident and Chisf Executive Officer that is payable in 2qual quarterly instaliments 1o Dacember 204, This note is nan-interest
tearing znd has been discounted ot & wirighted average rate of 7.4%. The disc over the duration of the olligation.,
The accretion of the discount for the yoar erded December 31, 2040 totals $37 (2008

Principal repayacnis untll maturity arz as follows as ot Decernber 31, 2010

Aoyt

$ 2.3%1
2.59%

3,018

184,412

2526

2016 and therealter 46

$ 195,64%

11, COHVERTIBLE DERENTURES

The Fund has issued CH100,000 of 6 5% comvertible unsestrad subordinated debentures that are due on July 31, 2011, The debentures
pay interast seri-annually in arrears on January 31 and July 31 of each year, and are canvertible at the option af the holders info Fund
units at any Hime prior 1o rmaturity at a conversion price of C$12.60 per unit. The debentures cannot be redearnad by the Fund an or
an o prior to fuly 33, 2010 provided that the market price
3 to 60 days notice. Subject to ragulatory approval,
atisfy its abligation to repay the principal amoung of the deberturas on redemption o at maturity, in whole ot is part,

by delivering the number of Fund units equal to the amount due divided by 95% of the 20 day volime-woighted average irading price

of the trust units at that time, plus 2ecrued and unpaid interestin cash.

The tiabitity camponent of the debentures autstanding at Becarcber 31, 2010 of 489 261 {2009 - B8 1515 ropresents the present value of
the mandatory cash payrments of principal and nterest die under the terms of the debenture discounted at $%, being the rate of interast
that wauld have been applicable to 2 debit only instrument of corparable term and risk. The discount s atereted to inferest expensi
wer the Lerm o the debentures. Since the debentures are due on July 31, 2011, they are classitied as 8 currerd lizbility.

The equity component of the debentures outstanding at ecereber 31, 201 of £8,354 (2009 - $8,558) represents the estimated fair valug
stthe holder's conversion sption or the tlate of issue, and was calculated s the difference brtween the face value of the deboture argt
the Hability compenent at that liree.
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etails of the dehentures are as follows:

Number of

Dehentures Equity Lishility

Falance at Decormber 31, 2008 .4 % 8358 $ 23
Aceretion of disoount - 2486
Farsign currency translation - - 1186
Balance at Docormber 31, 2009 90.6 8358 81515
- - 308

> 4,788

Balance ot Dacember 31, 010 §0.4 % 8858 $ 89,241

related to the cowvertitte debertures. The Fund recls | the unamorized balance

ot diterred financing charges outstanding ot Janwary 1, 2007 of $3 884 agalnst the actual debit for which they wre incurred and il
senrtize that balance hzsed on the sHestive interist reothed. These costs are amortized over the terte of the corvartible debentures
anddor the year ended Decereber 31, 210 tataled $1.046 (2007 - 5358,

The Fund incurrad ssuance costs of §4,76%

There were no convarsiors of convartible debantures during the years ended Detomber 41, 001G or 209,

CAPVAL CONTRIBURONS
Authorized

The Fumi toay izsup an unbim tod number of uniis pursuant to the Seclaration of Trust. Each unit represents an
undiided henefs istributions frote the Fued, and in the net a 11 the svent of teredrstion orwin
All units are of the sare class with equal rights and prodleges.

fractinal
up of the Fund

Fund units are radvercable at any e at the aptian of the helier at a price based on raarket wilue a5 defined in the Declaration of Trust,
sublect fo a maximun of G550 in cash redersptions by the Fund in ang one month, Redmptions in excess of this amount will be paid by
vy of  distribution of & pro rata number of shares and nates of Asetic Glacier Inc. hotit by the Fund.

Issued

Fund units are includad in unitholders capital contributions on the consolidated balance sheet as bllows:

Nureher of
Units Amount
Balance st Decpmber 31, 2008 390422 % 325407
Lintts tssued for cash vonsideration urder stovk option pler 12 2
Balance at Drcember 31, 209 and Decerder 31, 2816 JEO8LA % IBHY
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Options

the trustees of the Fund may grant options o acquire Fund units to trustees, officers, cansultarts and employees of the Fund uider
the lerms of the inventive steck optior flan at anexerzise price nit less then the weighted average trading price of the units B the fos

trading days preceding the geant date. The options vest over periods drtermined by the trustens arl pxpire over perisds not to exceed
tort yoars.
Aosureavary of the stock aption plar is as follows:
2310 20409
Welghted Average Plolghted Average
Units  Exercise Price {C4) Units  Brercise Price (03}
Balance, begioning of year Ny ER % 8.5% 38562 $ 11.2%
Granted G0k 2.2 ! 1468
’ - - 143
Expired 122648 10.97 11.43
Balanes, and of yoar 34498 % 584 $ BAy
Exercisable, end of yoar 2,3578 $ 7.3% 75414 § 4.4
Weighted average fair value per unit
of options granted during the year % 3.53 $ (3
{he range of exercise prices for options autstanding at Decerrber 31, 201 is a5 follows:
Options Quistanding Options Exervisable
Waighted Average
Rermalning Welglted Average Welghted Average
fxercise Price [C} Number Contractuailite Exercise Price {C§) Humber  Exercise Price {C5]
§ 16 18 Jbysars $ 1.63 5075 & 143
146 2635 dbyears 166 1757 1.6
183 338 4 Tysars 183 1213 1.83
238 4563 4 8Byears 238 1521 .38
0% 10006 L Oyears 3.0 3 309
1118 $29.5 2.0years 1118 4124 1118
1446 8950 1Byears 1144 8950 1144
3,449.9 1 8years $ £04 2,357.0 & 7.3
fhe compensation expense related to options granted under the stock option plan tialed $6%3 for the year ended Dacercber 31, 2010

{2009 - 5268 The compansation axpense was determined based on the falr value of the oplions at the date of the grant using tha
Black-Schales sption priving madel with the following weighted average assureptions:
2010 2099
Expacted option e Sysars
9%
£3%
Expoctad volatility W%
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Unitholder Rights Plan

The Fund has a Unitholder Rights Plan, the primary objective of which is to provige the trustees of the Fund with sufficient time to
explare nd tevelop Alternatives for rasimizing unitheldor value if any takover bid is reatde for the Fund and (o provide every unithalder
with an aqual apportunity to perticipate In such @ hid. The Unitholgar Rights Plan ercourages a potential acquirer te procesd either by
way of a perraitted hid, which requires & fakeover bid to satisfy cartain reinirau standards designed to proraate faimess, or with the
concurrence of the frustaes.

G WARRANYS

o Febiruary 10, 2010, i contection vith the new term loan, e Tund issued unlisted warrants to the term Loan lenders to aguite up b
3.4 mllion urits of the Fund at any tree prior b February 9, 2314 at an exercise price of £54.08 par unit. No warrards had beon exercised
as of Decerber 31, 210, The fair wilue of the warrante of §1,484 was determined using the Black-Schules option pricing modsl
,.\<nmmq ng expectad dividends, a risk-free interest rate of 2.1% and an expected unit price volatitity of 21.3% for an expected Ha of four
lue of the warrants has been recogrized as 3 compunent of deferred financing charges on the Fund's consolidated

balance Mzm

Subsequent fo the aref of the yeor, oan March 30, 2811, n connection with obtaining the required tansent to enter info a dlass a
itigation settiement agresment, the Fund’s term Loan lenders required the Fund to amend the exercise price af the 3.0 witlion
iintisted warsants that ware praviausly issued to them, The effective date of the amended warrant exerciss price will be 10 business
days fram the date of the amendment. The warrang ex prici has been smended to he the tesser of [ C51E0 per unit and (i an
i ulatied as a D% prormum to the volume-weighted average price of units traded an the Taronts Stack Bxehange "TSX
curmg he m consecutia trading davs ending or she fith trading day following the effective date of the wartart amendment,
ercise price per warrsnt shall not be fess than the velume weight ed average price 2t which the unils have traded
o tiw TS d;xrinc; the five consecutive trading days ending on the date prisr lo Mareh 30, 2011, Al other material terms of the
o warrants rereain the same.

BITERESY
interest expense i curprised of the fallpwing:

Fo1 2009
Lang-term: delst $ 2354 51403
Aecration of long-term debt b 128
Payment-in-kind interest 1,484 -
Areprtizatian of iransitional adjusireent on interest rate swap H il
Gperating Hne of cradit & 80
Corvertible debanturey 5719 5,164
Accrstion of convertible debnture principal 1,962 1631
Awmortization of deferred Hnaning 4,993 1,421
Change in birvalue of inferest rate swap {2,340 {1044}

40 $

055 {GAIHT ON FOREIGH EXCHANGE

sciated with Hluctuatians inthe walue of the Canadian

dollar, its functional curranty, Wlasi«et; the H doﬁi«r i thﬂ nurteal course of husiness, The gain on fornign sxchange contracts for the

yearended Bece ampunt is comprised of o reatized loss of $nil (2009 - $95} on the sxercise
of foroign axchange mmmms, and an umeahzed {;\m oé kiml {2009 - $5158 renulting from non-cash mark-to-marke! adjustments.

The Fund uses foreign e : forwart and opth £0 rarage the risk

Edtoctive January 1, 2007, the Furdl coased applying hedge accounting on the balance of § 13,200 of 118, derominated lang-termdabt
held in s Canagian subsidiary, The Fund recorded an unrealized foreign exchange loss of $263 enthese US. long-term debt holdings
duting the year ended Decerber $1, 2010 {2009 - $1,934 gainl

Foreign exchange losses totaling $131 were realized on foreign currency transactions during the year gnded Beceraber 31, 2010
12065 - $45) and ara included in cost of sales, selling, general and administratie expenses.
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Yh HCOME TAXES

Gn June 12, 2007, Bill C-52 was passed by the House of Commons, and was given Rayal Assenton June 22, 2007, B C-52 includes

new losgisiation relating to the taxation of pubilicly tradisl incorse trusts and tertain ather publicly traded flav-through entities. Ureler the

rew rules cortain distributions from a “spucified inwstment flow-through” st or partnersbip fa “SIFTT wil no longer be deductible in

caraputing a SIFFs taxable incoma, and a SIFT will be subject to taxon such distributions at 3 rate that is substantially equivalent to the

general tax rate applicable to 2 Camadian corporation. Howsver, the Legistation provides that distributions paié by a SIFT as return of
capital should not be subject o the fax.

the Legistation provides that s SIFY thatwas pubicly lsted prior to Novereber 1, 26 {an "Existing Fund "} will becorse subject to the

a1 istributions comimencing with the 2011 tasation yean, Howaver, an Bxisting Fund may become subject ta this Las prior to the 2011
if oquity capital incroases heyand corfain limits measured against its market capitalization at Uctaber 31, 2004 {the “Safe
Harbaur Limits™]

s the Fund has not exceeded #s Safe Harbour Limits, itwill becore subject to tac on cerlaly Canadian sourced incorme com
i 2811 The Fund has accounted for fturs income tax assets and Halilities in respect of accounting sind fax basis differances that are
expacted ta rverse inor after 2011, with s correspending cradit or charge to vonsolidated earnings for the periad.

seneing

Comnponents of lgume tax provision

The provision for income faxes is comprised of the follawing:

2010 2009
Garada:

Current ingom k3 33 $ 4G
Future incorae tax [redustion] {2,409 §95
{2,378} 58

Lirdtod States:
furrent incoime faxes iy 3
Future incorre tax [reductiond 116,140 6,291
115,845 459
Bl & {18841 % 7452

Reconcitiation to statutory rate
The guarall income tex provision differs from the arcaunt that would be sbtained by applying the combined statutory incorns tax rate
to earnings due to the following:

FLatH 009
Net loss before incores tases % 1112,193 $ {go2
Corsbiped Canadian federal and provincial incorme tax rate 28.4% 27.4%
income fax rectvery based an statulory incoree tag rate $§ (29419 $ {2,228
increase [decrease] resulting from:
of changs invatuation allowance 14,710 7948
-gaductible expenses 3849 2788
Capital and state baxes, net of federal tax benefit 193 241
£ 055 v the fund rart subject b tax 438 &4
Efect of changs inenacled taxrates ~ &3
£ffect of non-taxable portion of goodwil impai ment 2588 -
Etfnct of gifference intax rates on US. incams 148,837 {14571
Othar {546} 64
incores tax expanss {reduction] $ g2 $ 7453
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Future income tax Liability

Significant componats of the net future ircaree tax liabily are as follows:

200 2009
Future incoms tax assels:
Nor-capital fosses § 554N $  A7ED
Antrust related Higetion settoments 1519 -
Restructuring charges - 44
Giherteraporary diferences 34 548
§7,268 47973
Yaluation allawance {41,982} {z3272
18,284 24,901
Future invome tax labilities:
Property, plant and esuiprant, intangible assets and goodwill 5,382 (B
it future income tax asset (Hability} & 4804 4 1B 485

The tax brashs of the Fund's asse

excoed their carving volue at Deceraber 31, 2010 by 3219 {2009 - $1.604%,

17, GUEYS OF ANTITRUST INVESTIBATIONS ARD RELATED LITIGATIGN

Un Uctoher 13, 2009, 8 subsidiary of the Fund entered into an agreemant with the United States Bepartment of Justice {"B05 Aatirust
£t attling all charges related o allegations that thrae formec employees conspired with @ co-conspirator company frore Janvary
2001 thraugh July 2007 to allocate puckaged ke cusiomers in southsastern Michigan and the Detroit metrapoliten area. Gn February 11,
2810, the plea agreement wasa:copied by the United States District Court for the Sauthern Bistrict of Ohio. Under terres of he agreernent,
the subsidiary agreed 1o plead quilty and to pay a fine of $3,000, payable in installments of $1,000 due 30 days after ety of gu“qm&m
which orcurrad on March 4, 2010 % 1{] 4 atthe she-yoar anniwrsary date; $1,50% at cach of she two, shree and four-year apniwersary
thati; and a Hinal pagreent of $2 50% at the fva-year anniversary date, This obligation has heen recordet inlony-torre debt at its discmurda
presant value of §5,957 (2007 - $6,264) The was also agread to cooparate with the BGIs ongoing irvestigation 5f ather corapanies
ard ingividuals in reletion (o the U5, packaged ice industry. The agreement concludas the DG s ivestigation as I relabes inany way

ta the Fund, its board, management and staff i alt markets.

Subseguent ta the end of the year, on March 30, 2011, a subsidiary of the Fund settled the class action Hled by direct purchasers of
packaged ios in the United States. Under terms of the agreesent, which is subject to approval by US. 1 [sistrict Court, the subsidiary will
poy a settlement of § 12500 i two installirends. The agreernent provides lora frst instaltment of $2.500 10 he payable onthe later of July
1, 2011 or 15 days after the settlement receiws prefiminary court approval and a final instatlment of $H,00D to be payahle onthe later
of Neoversber 1, 2011 or 20 days after the settlement vecelves final court approval. The settiement bas been recorded in current tabilities
at bs discsunted prasent value of $11L.393,

Tatad vosty incurved in connecbior
estimated al $13
the currest valun of thy
[2069 - $4.9691 See s

with the ongoing invastigations and related Btigation for the year ended Decernber 31, 810 are
Far the year anded Becersber 31, 2010, the costs are comprised of fines of $nil, (2008 - $6,26
15, direct purchaser litigation setiferent of $11,398 {2008 - Snill and estimated legal and other cos twfl\u': 3
{50 Note 24.

18, LOSS PER UHIY

The compistation for hasic and dilated loss per undts a5 fallows:

Ml 2009
Loss and dituted loss savailable to unitholders $ [9esH $ gl
Basiz and diluted vaighted swtage number of uaits 398634 U623
fasic and diluted loss per unit % {244} 3 {041
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19, CHANGES 14 NOR-LASH WORKING CAPITAL 1TEMS

Clangss in non-cash worldng capsital Terns are as bllows:

2010

Acrounts receivable

iwentories {1,805} ki1
Prepaid exprnses 1174 {5541
Actounts payable and accrued labilites 2,556 {743

1132 {1424

2 SEGMERTEDR WFORMATION

in ohe busing
waste i Canada ardd the Unted States,

he Fund e determaned that it operates
progiscts. The Fund and its subsidiaries o

he follawing presents key information by gesgraphic segmand:

seqent, the reanufacturing and distribution of packaged ke and other

2

Canada

U5,

Total

fotal sales ] 44,843
Cost of sales, selling, gensral
ang atdpinistration expenses 39,523

148846

145,090

233,489

186,413

@

AP

43,754

488%

RS

{6,514}

Earnings (loss)

{85,438

{73,952

Googdwill

L3

bk eyl

50,788

71,762

hoa

Futal ganets 503,433

308,578

369,008

2009

Canada LS. Total

Total sales $ 38,161 $ 183,427 $ 227588

CGost of sales, sekling, general

and administration ggpenses 32354 HaNEE 173,091
3 #807 5 41,690 & 54497
Earnings loss) $ 1401 % {17 475 $ (16874
Goodwil % 19.85% % 1% 922 $ £ 807
{utal assets % §4,76¢ § 83031 $ K379

4 ARCTIC GLACIER INCOME FUND



#1

28,

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Yeors wadest Depembior 31, 2098 and 3999 fore

ERPLOYEL BEREFIT PLANS

The Fund sponsars avoluntary group registered retirement savings plan and deferred profit sharing plan for certain slighle Canadian
snployees and a voluntary 401K reticement savings plan for certain eligihle emplayeces. The sxpense related t the Fund’s contrbutions
t9 thase plans for the year ended Uecomber 31, 2019 totaled $919 {2009 - $874.

COMMITHENTS

The Fund’s subsidiaries rerd prereises and eguipment under long-term oparating leas

i . The tollowdng is  schedule by yoar of rentat
payments required under operating leases autastanding st Oecerber 31,2010

214 $ 12955
0% 11,147
2012 88%
4 7281
2015 6043
2316 and shereaber 7293
Tatal § 83,403

CONTIHOGENCIES

In March 2068, » subsidiary of the Fund and cortain members of raanagemant receivod subpoenas issued by a federal grand fury in
the Eastern District of Michiyan seeking documents and information in connection with an invesiigation by the Antitrust Division of
the United Siates Dapartment of Justice ["DOS " into possible antitrust vinlations in the LS, packaged i industry. in Gotober 13, 2005,
the subsidiary entered info an agresment with the D0} to conclude the investigation as it relates in any way to the Fund, its board,

reanagement and stalf in all markets fate 17}, The agreement was accepted by the US. Gistrict Courton February £, 2010

The Fund and s suhsidiaries recaived Crvil rvestigative Darnand rotices ["CI] from the Attorneys General for Morida and Arizona
sevking inforsmation in order te determine if state antitrust laws had been violated. The Fund has been informed that 17 cther states
have sinad information sharing agreements with Florida inorder o review and share information. A subsidiary of the Fund received
additional CIY notics froms the Michisan Atlorney Benaral secking docurnents and informatinn in order to detarming whether Michigan's
antitrust laws were violated. O August 31, 201, the subsidiary entered info 20 agreereent with the Michigan Attorney Ganeral to resobve,
without any adrsission of wrongdoing, sllatlegations that it vilated Michigan's antitrust laws, Under terras of the agreernent, the subsidiary
paid the arount of $350 in two installisents in Septeraber and Decersber 2010, The settlomant concludes and resobes all ivestigations,
inquirios, claires and praceedings by the Michigan Attorrzy Genoral related to any allesed violations of applicable state and federal
antitrustlaws, The Fund and s sulisid e cooprrating with authorities inthe course of the other state antirus investigations and
provided 2l rquested information ovar one yaar ags. There bave buen no further requests for information made of the Furd sinea ther,

Following the anneuncement that the DOJ wes undertaking an investigation of the (1.5, pavkaged iee industry, a number of chil actions
worn cormmenced by direct and indiroct purchasers against several packaged ice coroparies in the United States, ncluding subsidiaries
of the Fund, alleging vislations of antitrust laws and seehing dareages. Pursuant to an ordor frove the Judicial Panel an Multidistrict
Litigation {"M0LY, the civil actians pending in federal courts have been transferred and consslidated far pretrial proceedings in the
Unitnd Seates Bisteiet Zourt for the Fastern Sistrict of Mitkigan. On Septamber 15, 2009, the plaintills in these ML actinns tlad
conselidated amended corplaints.

Suhseguent to the pnd of the year, on March 30, 2031, the Furd agreed to settle the MIL direct purchasers” action, Under terres ot the
sgreernent, which remains subject to approval by U5, Qistrict Gourt, @ settlement of $12. 500 wil be paid is two installments. The first
instafiment of $2500 is payabie on the laterof July 15, 2611 or ¥ days afler the seltlment receives preliminary court approval and

& final installreent of 1 payahle on the later of Novembar 1, 2019 or 3G days after the settlerment recives firal cout approval.

Subseguent tothe yar, on March 1, 204, the Court partially gronted & motion filesd by the Fund ts disrelss the roreMichigan claires
in the MDL indirect purchasers’ sctivn. The Court disraissed raany of the indirect purchaser’s stafe law claims cting all claims
1o thoge states in which the narsed plaintiffs reside, reducing drareatically the number of claime pending in the action,

On July 28, 2008, an individual, who becarae an erployes of a subsidiary of the Fund for a short period of time In the cou an acguisifion
befare accepting tarms of severance, commenced an action i tha United States Distriet Court for the Eastern Bistrict of Michigan.
The action purparts to bring antitrust claims as well o state law claims in connection with his terreination frare employment with the
subsidiary and his allzgetion that the defendant manulacturers illegally conspired to prevent his future ereployracol in the ke indusiry,
Gn May 29, 2909 the cowrt dismissed the butk of this case, including antitrust o relating to both foderal and state jurisdictions,
The Fund is of the spinion that the claim iswithout merd and wilk vigorously contest the resulting and narrowed action in court,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

56

miber 31, B 0d 208

§ smoontsd

souils i theusends of US dilars, gt po

Tws 36 :
artirust aws and re 2
A e Ef«zznsas statg court dism iﬂged th

inr a nomin *i amountand ﬂw reatier s now Pto sed,

On Novernler 4, 2008, the United States D Chel Division advised Arctic Slarier of nnencernent of 2 cvil investigation of the
packaged ice industry underthe deral Faise Claims Adt to deterredng f the U5, fediral governteend, or s contractors, werw
wercharged in their purchases of packaged ica 25 2 result of the conduct investigated by the DO Antirust Division. Subsequant to

the end of the year, on March 21, 2011, the DO Civl Division advized thet ils investigation with respect to Avctic Glacier wes clased
and no actiorewould be taken agatnst the Fund and it subsidiaries.

On Getabar 24, 2008, the Fund was nareed in 2 class action il lewssit filed in Gntaric Superior Court. The action hos been arsended
apvoral times. The plattitfs propose to represent 2 class of people or entities that acquired units of the Furd between March 13,2602
and September 16, 208 and claim daragas of C5245,004 alleging aysinst the Fund, its trustees, and & subsidiary and its directors
arvh eerlain officers, 26 defendants tat they failed to take full and timely disclosure. & mation by the pleintiffs for certification and
for leave to amend to add 2 statutory cause ol action for secandary market mistepresentation against the existing defendants and 2o
Hidd W fom ar amployees of the subsidiary a5 defendantsto the statutory cause of action was granted by the Court on March 1, 2611
?hﬁ “ured and oth )L‘r(f“fmdant" wi L seak leave e ap )poa thamut’arr;& The Funid denies the sllegetions in the lawsuit and will continue
o ar any potential effect it

AVE 0N the F,.mr* of § t,c,» npezramns,, Thz Rmd hzm m‘:.;% ;

\}n ’shy? 2009, o orvil bowsiitwens filed against a5 xlhfldlﬁl‘j of the Fund in {)mam Suparior Conrt {"the May 2009 Action’} secking
ses of CHTLOM0 on hehalf of a prapased dlase had purchased packaged ice direcly frova the
vy during a proposed class period cnmrvencmg J anuary 1 2501, The plaintdfs to this action have agreed to have R disreissed.

S BBt

On March 1, 2010, a second cladre: was issuead in the Gntario ;upmmr(mnion brmii st one of the e plmnnffw mmthn Ma"
Aetion. This action {the “March 2010 Action”} s brought against a subsidia
ice wompwnymy bcmlfuf a pmpow,_ class n?purc VaSers | rm«g};{,slx,m} i, immh &
allages anticormpetitivs behavior tythf ubﬂtf ry and the
ﬂ,{‘ pL ;3uni§'wr.. ard exemplaty dareanes in the armount of £5 LG plus

aring is pending and could be heard by mid

mtt*o;t and cns,h.f cﬁrm‘ratson oo hv

1 Uit was Hod arainst 5 subsidiary of the Fund in Alberta Superior Court an June 24, 2009 also seeking damages ot
an behalf o & proposed class of customers in Alberta that had purchased packaged ice directly frorn the subs idtary during a

%
proposed class pmm commencing fanuary 1, 001, This action alleges anticompelitive behzvior by the subsidiary and a number of U5,
mranufacturers of packaged ice. No substantive steps have been taben by the plaintiff in this action. This cloim i5 alig ned with the March

7014 Actlan and togethar they shauld be consideresd as one and claim tha same

risliaf,

i a5 they dead with exestly the same allaged activity

fin Aptit 26, 200, an ingirest-purchaser complaint asserting elaims urder Michigan's antitr ust law was filed in the Eastern Bigerict of
Michigan against three farmer emplayees of a subsidiary of the Fund. The complaint asserts thi: same factuad ba 5 thal presenied
in the conselidated inditect purchasers’ action pending against subsidiaries of the Fund, exept thatthe plaintiffs are only seeking
darages relating to conduct in Michigan, The Fund and its subsidiaries were not narned In this action, however ire accordancs with its
bidaws, a subsidiary of the Furd is obligated to pay for the represertation of and o indamnify thi: thres former ernployess inthis actiorn

Subisequent to the ard of the year, on March 4, 2011, a clags action coraplainl was filed In Kansus state court on behalf of indirect
purchasers of packaged ive. The action alleges that the Fund, o subsidiary and three forimer ermployees, amony other defendants,
angaged inconduct similar to that lleged it the Idirect purchaser extions in volation of Kansas statw law, Thit Furaf has not yat

been sorvad in this action.

At this time, the Fund is unable to prediet the timeling o finat ouicorne of the rersaining stata investigatians and litigation matters,
ar eny potential effct they may have on the Fund o its operations, which reay be materiel. Na fnancial provisions have heen made
regarding thest raattars sxcept as roted above,

Certain other litigatinn arising in the nermal course of business is pending against the Fund and ks subsidiaries., White the final outcome
with respect 1 actions outstanding or pending a5 at Dacember 31, 2010 cannot be predicied with certainty, the Fund is of the opinion
that the resstution of such iigation will nat have a significant effect on the consolated Tinancial statements ofthe Fund and its
subsidiaries.
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NOTES TO CONSOUIDATED FINANCIAL STATEMENTS

Yeurs wnded Usnember 31, 2030 ond 2887 fm

FIRANCIAL THS TRUMENTS
Fairvalue

The carrying value and fair value of financial instrursents and non-financial derbeatives at Decersher 31 s as follows:

svids o B8, dellors, wiep per und atranids

204 2009
Carrying Value Falr Value Carrying Volue FairValue
Carried at costfarsartized cost:
Accounts recsivable $  1LE0A S 1M %
Accounts payable and scorued liabilitios {22,320} {22,320
Lang-tare et {173,913 {199,732
Converthle debontures {97,409] {74,4%0)
Carried at falr value:
Cash 4240 4,240 7 727
Interest rate swap Hability {1,594} {1,594 {85915 {3915
Antitrust related litigation settlements {11,390 {11,383) - -

ated amount that the Fund would receive or pay to terminats the instrument af the
s, principal and rermaining maturily

The falr value of a finzncial instrument is the estim
reporting date, based an current tearkels for matruments with similarr

The cartying valug of accounts receivable and acounts payable and sccrued labilities approdimates their fat value since these feras
{all due in the short-term,

The fair valus of the Funds long-term dibl hos bien caleutated using the fulure cash flows (principal and interest] of the setuat
putstanding debt instrurrents, discountad at current roarket rates wailable o the Fund for the same or similar nstruments.

The fair value of the Fund's corvertible debentures is hased onthe curvent market value of the debuntures.

The fair valur of th Interest rate swap agresments s based on the amount at which shiy could he setiled and is recorded in accounts
payatle and acorued Habilities,

The fair value o the antirust related litigaton settierments has been caleuleted using the fture cash flows of the taliity, discaunted
at currant rarket rates available w the Fund.

Fair value hierarchy

The table holow aralyses Hnancial instroments cartiad at fir value, by valuation reethed. The differnnt levels have been defined a5
follows:

Lawel 1 Quoted prices lunadjusted] in artive moarkets for dontical assets or liabilities

Lol 2~ tnputs other than quited prices included within Level Tthat are observeble for the asset or lability, oither direclly fos privist
ar indrectly {derivd frone pricesh,

Levab 3 - Inputs for the asset or Lability that are not based on chiservable market data.

2010
Leveld Level2 Level 3 Total
Ingerest rate swap lability & - $ {1,594 % - $ {1594
207
level ¥ Level 2 Lawied 8 Tatat
Interestrate seap lability 2 - 1Ay § - § o

2010 ANNUAL REPORT




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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Creditrisk

Credit sisk is the riskthat one parly to a financial instrureent will cause a Enancial lss fm tbe oftier party by failing Yo discharge an
9[1{%; ation. Ihc iund i expuwj [ U”C‘"I! ns!f pm,anl; lhmug ) its accounts rer.ozmb 2. L ishon accounts recekable i minimized
: of business, vvatuates the financlal
storenrs, The :?tmd establishes & provision far
historicat trands and other informztion an the seanoric skuation. The Fund belisves

cond ir.ifm of its zustomers on 2 mmimaus ba,c‘f and emminef; wradit histeﬁry for new ey
k

The aging of accounts receiable at Decersher ¥t s as follnws:
2018 2009
Accounts receivable, gross
{urrent % 8023 $ 8529
Past due, oser 30 days 4418 4,138
12,439 12,467
less attowanes for doubtu) accounts 1435} (5583
Accounts receivable $ 14,804 $ 2ot

interest rate risk

interest rate risk is the risk that the fair valur of future cash flows of o financial instrurent will flustuate as a result of thanges i
rearket interest rates, The Furd ang its subsidiaries have cortain floating rate debt and may he negatiely impacted by increases in
inferust rates, the effect of which would insreass inferast expanse. To the contrary, i interest rates decling, inferest expense would

bey

The Fund uses interest rate swap agresnents in order to fix interast rates on 5 portion of long-term debt, The interest rale swap
agrogment entitles a subsidiaty to receie mtoreat atfly Hm rates anl pay imere*‘l ata ﬁxnd rate. The Fund entered into the following
i ratis swap arer iring on May 31,2013, wathan efmtm}
vate of §. é% r{w &5 t herge.a 3 the ?\md of ajm. plus applsaab @ mzfm reargin; [l notinal ateaunt of $20000
: E srges o the Fund of 4,13 plus applicable credit
31,2017, with an effecties intorest rate of 4.1% resulting in interest

margin. The non-cash unrealized gain un the interest ratie swisp agreement for the
~$inu

At Decomber 31, 4 1g-term delst fatating $189.009 (2009 - $35.993) was subject 1 floating rates and $6,640 {2009 - $127.57%]
had fired rates. As o rowlx 4 nne-parcentage point increase In average interest ratis wauld bave oreased internst expense for the
voar by approxireately $131 (2809 - $5824,

-.hmgcs to the hmd u§ _fs,mp us 4 'p.(cab e
weor ending Decerabre 31,2010 totaled $2.380 [

Foraign oxchange risk

Forsign rxchorge risk s th risk that the fair value of recognized assets and Liabd Zies or future cash flows will fluctuate as a resull of
changes in foreign sxchange rates. The Fund and s subsidiarios are subject to luctuations in the wlue of the Conadian dollar relative
fo the LS. doflar in the normal course of busingss. A substantial portion of cash flows are realized in U8, dollars. Fluctuations inthe

enchange rate between the Canadian dotlar and the USS, dotlar reay have an adverse effoct on financial results.

es have hedged their debl capability by establishing teir debt on a multi-currency basis and funding
US, acquistions with debt denareinated in US, dollars, thereby allowing it to be serviced and repaid directly from US. cosh flows.
{ Brcerabir 31, 20H), the Fund recorded an unreatized gain of $nit {09 - $515] resulting fror the mark-tn-markel
adjustioents of foreign exchange contracts at the end of the period and cash Losses of $nit {2109 - 595} realized o the mercise of
cirrency option contracts that matured during the period,

cember 31, 2018, the agm("atv amount of forsign exchange forward contracts outstanding was Sndl {2007 - $niland the aggregate
{ amount of opfion contracts was $odl (2609 - Snill,

A5, sirengthening in tha valuz of tha Ganadian doliar in relation ta the 1.5, dollar would hawe increased
{2089 - decreased loss $ 14k

55 far the year by $84
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

fears waded Uorember 31, 2010 ond

Liquidity risk

Liguiddy risk is the risk that the Fund wilt rot be able to meet b financial obligations 25 they fll due. The Fund's approach to n*anaqmg
iquidiy rizk & to snaure thay, urder both norreat and stressid ronditions, ¥ abways has sufficiont cashand credit facilities to mont it
pbligations when due, without incurting unacceptalile losses ar datags to the Fund’s reputation. Typically, the Fund ensures that yt
has sufficient cash ar available roote on ifs revalving teem cradit facility to rort expected operationat experses, excluding the potential
irepact of extrerae circumstances that cannat reasonably be predictod,

The Firnd hag CH0,600 of corvertible debertures that reature on July 31, 2011, Inconnes tior with this, the Fund has engaged a financial
advisar to conduct a coreprehensive review of financing and stralegic alternatives, seeh submission of proposals fror interested parfies
and exacute a financing ar strategic transaction. The Fund is working towards completing such & financing or strategic transaction,
L2011, However, at the present tiree it canndt be certain if the Fund will be successhulin
eciting a transaction prior 1o this date. In the svent thal the Fund is unable to complete a financing ar strategi tian that allows
it to refinancs the tebentires at ot prior to rmaturity, the Fund has the uption, on not lzss than 3 days prior notice and subjectte
applicable regulatory approval, to satisly its obligations refated to the debenture by issuing Fund units fo the debentura holders,

The following ars the contractual maturities of the Fund's financial Uskiliies of Decernber 31, 2510 excluding interest payteents:

Payments Bue by Period

huszds of 5. delfars, atcegd por unk 37

Tatal Within ? year - 3years A~Byears  Alter Syears
Nan-derivative Hnancial Habilities
Accpunds payable and acorued lisbitties  $ 2238 $ § % $
Antirust related litigation setilements 11,393 . -
Long-termfebt 195,649 b 187,148 9k
{ e - -
{}przm!mg s B3.40% 2,055 13,294 KK
Purchase obligations 2647
436,704 14250 2607 0 438 3738%
Berivative financial liabis
Interest rate swap 1,59 1,596 - - -
Total § A630 LI i AV 4 20043% § 3

. RELATED PARTIES

A subsidiary ofthe Fund leases a production faciity tocatad in Adizana frar a carapany indirectly owned and controlled by 2 trustee o { the
Furd. The lease tern is until May 2015, The loase includes an option to purchase the facility during the term on comrazrcially reasonable
terms. Lease prymends for the yoar ended Docember 21, 2030 tutated 1,295 200% - $1,1991 In addition accaunts recelab cludes
3012009 - $218 due frorn o trustee of the Fund and $78 (2009 - $nil} due frorr a company subject to signdicant Influence by a trustee

of the Fund.

A suhsidiary of the Fund has o retirerent agreement with a tnustes o the Fund, who i the forter President and Shisf Bocutive Officer,
to provide & retirernant allowarice in the amaunt of G100 to be paidin e wal quarterly instaliments over a poriod of 1 years ending

in 216, Ag at Bocercber 31, 2010 the discounted fair vatua of the obigation was $483 (2009 - $514 and &s reflected intong-term debi.
Tie discount is accreted 1o Mterest aver the duration of the obligation.

2010 ANNUAL REPDRYT
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26, CAPUAL

The Fund views it caphal 25 the combination of its debt and
determined inthe cantext of ity tinancizl objertives and steateg
The Fung typically carries & modest level of cashon hand or bank indeblutiness, mtﬂr\u;d to prwz‘e 3dz/{uﬁre hqum tyf:xr pnndmg
obligations and shart-term changes n non-cash working capital balance

The: Fusned determings thi appropriots Jevel of debt in the context ot its cash flow ant overall business risks. Tha Fund dz fines net debt
cash. Tha Fund iypleally reaintaing 2 level of nel m that pravides adeguate
{ flexibility 1o racet operating and working capital requirersents, Additionally, the Fund has histarically generated cash flow in

; and has used a portion of the excess funds to pay down net dobit. In September 2008, the Fund
suspended distributions and the trustees of the Fund do not anticiate paying distributions for the forasecable future as the now loan
agresment enterad into i Februery 2040 s vely preverts payment of distrhutions thraugh Februzey 2014,

The Eung's debt s subiect to a mursber of ovenants and resirictions including the mquirement tu meet sersaln financal ratios and
financial condition 10sis 2t 3 subsidiary kb, The primary ratie is the leverage ratio, defined in the Fund's craflit 4 ;
tatrailing 12-month EBIEDA. Subsequent 1 the end of the year, the Fund's credt agreernents wers arcended, The leverags ratis for the
12 month tratling period ending Becornber 3%, 2010 asdefined in the revolving term cradit heility agrearient and69 1o 112009 296 1}
'ampaw‘ 1o the parmitted meximuee of 3,75 and as defined in the terr: Loan agreerent was 3.74 campared 1o the permitiad maxirmurm
i 400 d.1n addition, the Fung’s credit agraements resuire the Fund to reaintain s 12 month traling EBIDA S $45.00% frome:
January ?,2?31& 1o April 1, 2012, znd $46,000 thereafter, The Fund's EBITOA for the 12 manth traifing period anding Gecember 31, 2010
an defined inthe credit agreement was $48.874 2009 - 454 477 5. The Fund s in compliance with all debt covenants al Decermber '”1 214

«

ent operations and the Fund’s strategic plan,
w cash distributions paid to unithelders, | cally,
Le Pun{i woitil mn\eira;m ac*ma(mnswﬁh add ﬁnai Ltzu(ty hewwer 2h;‘ iy to do this at the present time has\}em dversely
affected by the current financial markets ang the lack of certainty sver the tireing or cutceme of the entitrust investigations and related
ls'x gation.

The Fund has 590,63 of ranvartible d

31,2011 Inconnaction with this, the Fund has engaged o finarcid
ar to conduct a mmprz%hmr o revigw of Hnancing and strategic alternative imission of proposals frove interasted parties
and expoute a financing or stategic transaction. The Fund is working lowards complating such a financing or sirafegit fransaction,
wdieh is schaduted In be completed by June 30, 2011, However, at the present tree £ cannot be certain § the Fund wall he suceesofut

iy procuting @ bransaction priny to this date. &y the event that the fund i umable 1o somplete a financing or strategic ransaction that
allss it 1o refinance the debentures ator prior to reaturily, the: Funid hias the option, an ot Jess than 30 days prior natice and subject
ta applicabile regulatory approval, to satisfy fts obligations related to the dehardure by issuing Fund units to the debenture holders,

shontures that reaturs na July

e

47, COMPARATIVE FIGURES

Gertain itams in the comparative conselidated financial stalements have been reclassified frore the statemants previously presented
ta confarta to the presertation of the 2010 consolidated finarcial staterrents.
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