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Highlights

Fiscal years ended the last Saturday in March

(in millions of dollars and in millions of litres for volume sales)

Operating results
Net sales

Gross margin
Operating expenses?
Net earnings

Financial position

Total assets

Property, plant and equipment
Net working capital

Long-term liabilities
Shareholder’s equity

Net sales by network
Outlets and specialized centres
Wholesale grocers

Total net sales

Net sales by product category
Spirits

Wines

Imported and microbrewery beers, ciders and coolers3
Total net sales

Additional fnancial data

Government revenue from operations
Total net sales to brewers and beer distributors*

1.53-week fscal year.
2. After deduction of other revenue and other income.

SAQ 2008 Annual Report

Percentage

increase

2008 20071 (decrease)
2,293.9 2,173.8 5.5
1,239.1 1,180.8 4.9
478.2 472.8 11
760.9 708.0 7.5
592.5 573.0 3.4
214.4 240.2 (10.7)
(146.2) (171.6) 14.8
251 24.4 2.9
43.1 44.2 (2.5)
2,029.5 1,913.3 6.1
264.4 260.5 15
2,293.9 2,173.8 5.5
512.7 492.4 4.1
194 L 19.0 2.1
1,701.5 1,601.8 6.2
1319 L 126.0 4.7
79.7 79.6 0.1
112 L 11.4 (1.8)
2,293.9 2,173.8 5.5
1625 L 156.4 3.9
1,475.8 1,396.7 5.7
209.3 190.3 10.0

3. Also known as RTDs (ready-to-drinks), FABs (favoured alcoholic beverages) and alcopops.

4. Sales made as an agent; not included in the sales fgures.

Certain comparative fgures have been reclassifed to conform to the current year’s presentation.



SAQ 2008 Annual Report P2

Message
from the Chairman
of the Board of Directors

Hébert Jr.



For the Board of Directors, 2007-2008 was the frst fscal year to
take place under the new governance rules established by the Act
respecting the governance of state-owned enterprises. Although
the company had begun reviewing its governance rules during
the preceding fscal year, the progress toward better governance
practices continued last year.

The goal of this new corporate governance framework is to ensure
that the right decisions are made, that they are appropriately
implemented, that resources are used as optimally as possible,
that the directors, executives and employees comply with strict
rules of ethics and that the organization’s performance is
regularly reviewed.

To better perform its duties, the Board was expanded in 2007—2008
by four new members, bringing to 12 the number of directors and
enabling the four Board committees—the Governance and Ethics
Committee, Audit Committee, Human Resources Committee and
Business Practices Committee—to function optimally. Three of
the four new directors are women. The SAQ is thus approaching
the objective formulated by the Quebec government to achieve
parity between men and women on the boards of directors of
government corporations by 2011.

In carrying out its mandate, the Board of Directors met 14 times
in 2007-2008. Its four committees met a total of 36 times.

Following the departure of Sylvain Toutant in November
2007, the SAQ’s Board of Directors was the frst of Quebec’s
government corporations to take on the duty, prescribed by law,
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of recommending to the government the appointment of a new
President and Chief Executive Offcer. The Board of Directors
accordingly planned and initiated the process required to
fulfll this duty and expects to submit a recommendation to the
government in June 2008.

Prospects

For the Board, fscal 2008-2009 will be partly devoted to the
process of adopting a new three-year strategic plan for the
SAQ. During this process of refection, the company’s main
challenge will remain that of meeting and exceeding consumers’
expectations, which will continue to grow and take new forms.
Worldwide, it is clear that the product offering will not stop
expanding and diversifying even as the dynamics of demand
continue to change, creating new challenges.

Acknowledgements

In concluding, | want to thank my colleagues on the Board of
Directors for their diligent and professional contribution to
our work. | also want to thank Sylvain Toutant, who headed
the company during three years marked by major reform. My
thanks also go out to Philippe Duval for having agreed, following
Mr. Toutant’s departure, to take on overall management of the
company on an acting basis, which he did with great skill. Lastly,
I want to offer my sincere congratulations to all of the company’s
employees for the excellence of their work. The satisfaction of
our customers is proof positive of a group success.

Gl bl

Norman Hébert Jr.
Chairman of the Board of Directors
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Message from the
Acting President and
Chief Executive Offcer

On the Fnancial front, fscal 2007-2008 was marked by yet
another signifcant rise in sales and by an improvement in
the company’s operating ratio for the third year in a row. This
means the SAQ was more effcient and has further optimized
its contribution to the funding of Quebec government services,
thereby meeting a legitimate expectation of our shareholder and
of Quebec’s citizens.

Customer satisfaction and price changes

The customer satisfaction rate remained high at 98%. This is
the most signifcant indicator for the SAQ, which, in most of
the areas in which it can increase its sales, faces competition
from other quarters vying for consumers’ discretionary income.
Quebecers’ healthy passion for wine and alcoholic beverages in
general continues to grow. The quality of our customer service is
one of the major contributors to this development, which is why
it fgures so prominently in our strategies and efforts. One of the
most appreciated changes has undoubtedly been the delivery
of advisory service in outlets. The company has focused much
attention on this service and will continue doing so in order to
meet consumers’ rising expectations in this area.

Another important indicator: the SAQ’s product prices continue
to show great stability. The infation in the retail prices for all
alcoholic beverages sold in stores in the last fve years was 5.2%
in Quebec, compared with 8.9% in Canada as a whole. Two of the
factors that explain this moderate infation rate are certainly
the SAQ's 2005 decision to adopt a more proactive stance when
negotiating wholesale prices with its suppliers as well as the
greater competition among products that the company has
worked to create through various measures, including calls for
tenders for the introduction of new products.

Environment and sustainable development

In January 2008, the company pleasantly surprised observers
with its decision to eliminate single-use plastic and paper bags
in its outlets beginning in December 2008. This decision is one of
many that the company intends to implement in the coming years
under its sustainable development plan. The plan will gradually

be expanded into every facet of the organization. The main thing
to note about this Frst major initiative is that the company wants
to proceed in an orderly manner to ensure success and make
choices that have an optimal impact. Similarly, the SAQ has
increased its efforts to introduce an extensive glass recovery
program among permit holders. While the selective collection
recovery rate for bottles is greater than 74% in the residential
sector, equivalent to that obtained for return-deposit containers,
the rate for permit holders is markedly lower, although this
segment accounts for only 15% of the SAQ's total sales in terms
of number of containers. Signifcant progress remains to be made
in this segment, and in 2007-2008 the company began to devote
more resources and effort to it, a trend that will gain momentum
this year with the rollout of a non-residential recovery program
in which the main players in the various beverage industries
and at the municipal level will take part.

Healthy consumption

After several consecutive years of growth in overall consumption
(mainly of wine), overall per capita consumption of pure alcohol has
fallen back in line with the Canadian average, a fgure below that
found in the United States, France, Italy or the United Kingdom.
That said, the data indicate that Quebecers’ consumption pattern
remains among the healthiest in the world. Quebecers drink
responsibly: more frequently but in smaller amounts. The SAQ
is nonetheless aware that special problems exist and new ones
may arise. As a result, it is important for the company to remain
involved in prevention. Besides helping to fund the activities of
the Educ’alcool organization for several years now, the company
tracks changes in Quebecers’ consumption pattern by carrying
out a survey every other year. This issue is now an integral
part of the company'’s strategic refections. Also, after noting
certain shortcomings in the application of the law prohibiting
the sale of alcohol to minors, the company tightened the related
procedures in its outlets.
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Conclusion

Fiscal 2007—-2008 was a very good year for the SAQ, as well as
one in which we integrated sustainable development into our
activities. The strong results and changes can be ascribed mainly
to the directions established and projects carried out during the
last four years and now achieving their full effect. That is why
I should mention the favourable conditions that existed when,
last November following the departure of Sylvain Toutant, | was
invited to assume the position of Acting President and Chief
Executive Offcer at a point when the company’s fscal year and
strategic projects were well under way.

D

Duval

In closing, I want to offer my sincere thanks to the members of the
SAQ's Board of Directors, who placed their trust in me, and to my
colleagues on the Management Committee for their unwavering
support in overseeing the company’s business activities.

I also extend my thanks and congratulations to the SAQ’s
employees in every division, who approach their work in the
service of Quebecers with great passion, a fact of which I am
reminded every day. Together, through our efforts, we add to
Quebecers’ enjoyment of life.

YA

Philippe Duval
Acting President
and Chief Executive Offcer
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and Chief Financial Offcer
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and Development

Alain Bolduc
Vice-President —
Public Affairs and
Communications,
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More than
10,000 products
from

countries

Merchants
of Pleasure

The right product, at the right time, in the right place:

that is how the SAQ practises the art of pleasing its customers.
Coming from more than 60 countries, the some 10,250 wines,
beers and spirits sold by the SAQ are all chosen with care.

They are subjected to strict analysis of their quality and ability
to meet Quebec consumers’ requirements. In addition, in recent
months the SAQ has continued to take full advantage of the tools
offered by the Web to increase the effciency of its dealings with
its business partners and Web-savvy customers, to the great
satisfaction of all.

For the second consecutive year, the SAQ has enriched its outlet network with
1,000 new products. Of these, 900 were specialty products that experienced

growth of nearly 10%. This renewed commitment to diversity is based on a

fruitful partnership with industry players—suppliers and agents—that became

even stronger in 2007-2008. Consultation, involvement and cooperation result

in an offering that is better thought-out and ever richer in quality products for
Quebecers.

Last fscal year also confrmed that the SAQ had established a retailing

presence in the Web era. The company undertook a major shift in its

processes with its business partners. Central to this reform was the
desire to simplify, modernize and improve its business relationships
and to offer its customers a larger and more varied selection of
products.

With that in mind, the company overhauled its SAQ.com website
to maximize the shopping experience for Web users. The result? A
streamlined buying process, real-time inventory, simplifed outlet
searches, a descriptive record for every product and useful and
gratifying food-pairing suggestions.

The company also turned to the Web for two major advertising

campaigns. The existing French Wine Fair theme was joined this year

by the Festivino campaign, which featured a microsite on SAQ.com.
The microsite-only Festivino contest received more than 130,000 entries.
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The SAQ supports
international
fnancial reporting
standards

10

Open and Transparent
Merchants

Following the publication and passage of the Regulation Respecting the Distribution
of Information and the Protection of Personal Information, an Access to Information
Committee was formed and given the mandate of updating the company’s practices
in this area in accordance with the reform planned by the Quebec government.

The new measures will give citizens easier access to public documents, most notably
via the Web and without requiring them to submit a request under the Access to
Information Act.

In the area of fnancial resources, management developed an internal control
framework in compliance with the internationally recognized reference model
of the Treadway Commission’s Committee of Sponsoring Organizations (COSO).
This framework will help provide the assurance that the SAQ's fnancial
information is relevant and reliable and that its assets are properly accounted
for and adequately protected.

The same concern for transparency and effectiveness also applies to the
management of the company’s human resources. Millésime, a recognition

program, has been created to pay tribute to the work of employees who, over the
year, have made an exceptional contribution to the SAQ’s success through their
accomplishments, sustained commitment and noteworthy actions. The frst vintage
comprised 58 employees, who received a trophy at an offcial ceremony.

Always seeking to maintain the continuity of its resources in order to meet its
current and future business requirements, the Management Committee carries out
an annual talent review that ensures sound succession management. This year, in
addition to the continuous identifcation of successors for vice-president and outlet
manager positions—a practice begun several years ago—the company expanded the
process to include all senior management positions.

As for the dissemination of information, the company assiduously informed the
public about its price reductions, which refected the surge in the value of the
Canadian dollar during the year. A supplementary price change window, which
brought reductions in the prices of 655 products, was added to the regular schedule,
allowing Quebec consumers to take advantage of their strong currency.



In every respect,

Fscal 2007-2008
was a year not only
of consolidation but
also of exceptional
results.
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Well-Performing
Merchants

In 2007-2008, the company reported consolidated net earnings of $760.9 million,
an increase of nearly $53 million or 7.5% over the preceding fscal year. With
consolidated net sales of nearly $2.3 billion, it generated nearly $1.5 billion in
government revenue drawn from operations, a new record.

For Quebec alone, the revenue paid to the government increased 6.2% to
$1.136 billion. A higher dividend of $762 million and increased collection of
consumption taxes related to growth in sales explain these extremely
encouraging results.

The year also saw a signifcant reduction in the company’s short-term indebtedness.
Whereas outstanding borrowings totalled $89.5 million at March 31, 2007, they
were $43 million at the end of fscal 2007-2008, a spectacular reduction of

nearly 52%.

In 2007-2008, the logistics and distribution system, which supplies the 414 outlets,
successfully handled the growth in sales that the SAQ'’s outlet network experienced
across the province. Performance in this area also improved: for the seventh year in
a row, the SAQ increased its productivity in logistics and product distribution.

The fscal year was also characterized by a 3.55% increase from the preceding year
in the volume of cases delivered without incident, while the on-time rate for order
arrivals was up 13%. The cases/hour cost improved 2.5%; over the last six years,
the total rate of improvement has been 33.1%.
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Customer-Oriented
Merchants

The SAQ continued rolling out its new store concept with the opening of four
outlets, including three under the Sélection banner in Longueuil, Boisbriand and
Brossard. The idea is to help customers determine their tastes in wine and learn
more about grape varieties, winegrowing regions and food and wine pairings. That
the new outlet concept has already been crowned with two international awards

Outlet speaks volumes about its relevance and popularity.

certifcation:
a mark Of The fourth outlet, SAQ 22H, opened its doors on Sainte Catherine Street in the

excel |ence heart of downtown Montreal. Flying the Express banner, the outlet’s target market
is customers who are pressed for time or looking to do their shopping outside

in adViSO_ry regular business hours.
service

Generally speaking, customers gave the service and shopping environment in
SAQ outlets an average rating of 88%. In the retail industry, that qualifes
as a remarkable performance, and one that the company intends not only to
maintain but to improve, most notably through intensive implementation of
its Advisory Service Program. The continuity of Advisory Service is ensured

by an innovative certifcation program implemented in several outlets.

In 2007, the three upmarket product services—SAQ Signature, Courrier
vinicole and Cave de garde—were combined into the Signature Services
Department. This consolidation will ensure more integrated management
of these services offered to an important market segment.

The desire to provide outstanding service is deeply ingrained in the SAQ's

culture. The 50,000-plus people who e-mailed information requests in the last
12 months—to ask about opening hours, inquire about product availability or
learn more about private orders—can certainly testify to it.
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While strongly
focused on
fulflling

its business
mission,

the SAQ
strives to
contribute
even more
to Quebec
society.
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Responsible
Merchants

The SAQ was frst retailer in Quebec to announce the elimination of single-use
paper and plastic bags from its entire outlet network. It also introduced the concept
of reusable bags with a lifetime guarantee. For each reusable bag it sells, the SAQ
gives 50 cents to the biodiversity and habit fund of the Fondation de la faune du
Québec. In 2007-2008, donations to the foundation totalled $250,000. In addition,
the introduction of reusable bags has resulted in a savings of ten million paper bags
and fve million plastic bags.

For more than 15 years now, the SAQ has been committed to supporting the various
stages of the glass cycle. Today, some 74% of the bottles sold by the company to the
residential sector are recovered—and in 2007-2008, the rate reached 84% for single-
family dwellings.

Every time it sells a bottle, the SAQ pays two cents to an environmental fund
dedicated to supporting and developing glass recovery, recycling and transformation.
In 2007-2008, the SAQ contributed $3.9 million to the fund.

The SAQ encourages responsible consumption in all aspects of its operations.
Accordingly, in 2007-2008 it raised and donated a total of $2.6 million to
Educalcool, an organization that develops and runs prevention, education
and information programs to help young people and adults make informed
and responsible decisions regarding alcohol consumption.

The SAQ is also deeply involved in the community through its donation and
sponsorship program. During the last fscal year, it provided $5.5 million in support
to some 400 public events and fundraising campaigns for charities.
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A Taste for

Green

Environment Report
May 2008



SAQ 2008 Annual Report i 42

Notes to the Consolidated Financial Statements

March 29, 2008
(tabular amounts in thousands of dollars)

3. Signifcant Accounting Policies (continued)

Operating leases
The SAQ recognizes the rent expense resulting from its operating leases using the straight-line method over the term of
the lease.

Foreign currency translation

Monetary assets and liabilities in foreign currency are translated at the exchange rate in effect at the balance sheet date, whereas
other assets and liabilities are translated at the rate in effect at the transaction date. Revenues and expenses denominated in
foreign currency are translated at the exchange rate in effect at the transaction date. Exchange gains and losses are recognized
in earnings for the year. Exchange losses amounting to $2.2 million and $3.7 million are included in the 2008 and 2007 earnings,
respectively.

Financial instruments
Financial instruments are measured at fair value on initial recognition. Their measurement in subsequent periods and the
recognition of changes in fair value depend on the category in which they are classifed.

The SAQ has used the following classifcation for its fnancial instruments:

= Cash and cash equivalents are classifed as “Assets held for trading.” They are measured at fair value and the gains or losses
arising from their revaluation at the end of each period are recognized in the consolidated statement of earnings.

= Accounts receivable are classifed as “Loans and receivables.” They are initially measured at fair value. Subsequently, they are
recognized at amortized cost using the effective interest rate method. For the SAQ, the measured amount usually corresponds
to cost.

= Loans, accounts payable, and accrued liabilities (except for government taxes and duties payable and the short-term portion
of a capital lease obligation) as well as the dividend payable are classifed as “Other fnancial liabilities.” After their initial fair
value measurement, they are recognized at amortized cost using the effective interest rate method. For the SAQ, the measured
amount usually corresponds to cost. The interest expense relating to the loans is reported in fnancial expenses.

The SAQ partially manages its exchange risk on the expected foreign currency outfows through the use of forward exchange
contracts and other derivative fnancial instruments. However, the SAQ does not document its hedging relationship in accordance
with Canadian generally accepted accounting principles and therefore these derivative fnancial instruments do not meet the
hedge accounting criteria. Consequently, the SAQ recognizes its derivative fnancial instruments at their fair value, and the
resulting gains and losses are included in operating expenses. These fnancial instruments are classifed as assets and liabilities
held for trading. While these derivative fnancial instruments fail to meet hedge accounting criteria, the SAQ believes that, from
the perspective of operations and cash fows, these instruments enable it to reduce the potential negative effects of a drop in the
Canadian dollar on foreign exchange markets. The SAQ does not use derivative fnancial instruments for speculative purposes.

Embedded derivatives

Derivatives embedded in fnancial instruments or contracts, other than those held or designated for trading, are separated from
their host contact and accounted for as derivatives when their economic characteristics and risks are not closely related to those
of the host contract.

The SAQ selected March 30, 2003, as the transition date for embedded derivatives, as provided for in the transitional provisions
of CICA Handbook Section 3855. Accordingly, only contracts or fnancial instruments entered into or modifed after that date
have been examined for embedded derivatives. At April 1, 2007, and at March 29, 2008, the SAQ did not have any outstanding
contracts or Fnancial instruments with embedded derivatives that should be separated from the host contract.
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3. Signifcant Accounting Policies (continued)

Income taxes
The SAQ is a public corporation of the Government of Quebec and, as such, is not subject to income taxes.

The income taxes presented in the consolidated fnancial statements at March 31, 2007, are related to the SAQ’s interest, recognized
in accordance with the proportionate consolidation method, in the accounts of Maison des Futailles, S.E.C., a joint venture that
itself owned a share in an incorporated subsidiary subject to income taxes. These income taxes were recognized using the liability
method. Under this method, future income tax assets and liabilities are determined according to differences between the carrying
values and tax bases of the assets and liabilities. They are measured by applying enacted or substantively enacted tax rates and
laws at the date of the fnancial statements for the years in which the temporary differences are expected to reverse.

Cash and cash equivalents
Cash and cash equivalents include cash and short-term investments with maturities of three months or less from the date of
acquisition. At March 29, 2008, and at March 31, 2007, the SAQ had only cash on hand.

Inventories
Inventories are valued at the lower of cost or net realizable value, the cost being established according to the frst in, frst out
method.

Property, plant and equipment
Property, plant and equipment are stated at cost and amortized over their estimated useful life. Amortization is calculated using
the straight-line method. The following annual rates are used:

Buildings 2.5% and 10%
Furniture, equipment and computer hardware Rate varying between 2.8% and 50%
Rolling stock Rate varying between 10% and 30%
Leasehold improvements According to the term of the leases, which vary from 5 to 15 years
Paving and parking 8%

Building under a capital lease
The building under a capital lease is stated at cost, which is the present value of the minimum lease payments stated in the lease.
Amortization on the building is calculated using the straight-line method at an annual rate of 2.5%.

Impairment of long-lived assets

Long-lived assets are tested for recoverability when events or changes in circumstance indicate that their carrying value may not
be recoverable. An impairment loss is recognized when the carrying value exceeds the undiscounted cash fows resulting from
their use and eventual disposal. The impairment loss is measured as the amount by which the asset’s carrying value exceeds its
fair value.

Employee beneft plans

Cumulative sick leave credits

The SAQ administers a defned beneft plan that guarantees most of its employees the payment of sick leave credits. The cost of
the future benefts as a payment of sick leave credits earned by SAQ employees participating in the plan is established by actuarial
calculations using the projected beneft method prorated on the number of years of service, and charged to the statement of
earnings as employees render the service. These actuarial calculations take into account the most likely assumptions established
by management with respect to the compensation increase, the age of retirement and the rate at which sick leave credits are
used.
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Notes to the Consolidated Financial Statements

March 29, 2008
(tabular amounts in thousands of dollars)

3. Signifcant Accounting Policies (continued)

The SAQ amortizes the unrecognized cumulative net actuarial gains and losses that are greater than 10% of the beneft obligation
of cumulative sick leave credits on the average remaining service period of active employees participating in the plan. The average
remaining service period of employees covered by the cumulative sick leave credit plan was 16 years at March 29, 2008, and
March 31, 2007.

Pension plans
The employees of the SAQ participate in pension plans for government employees and public organizations. These plans,

administered by the Commission administrative des régimes de retraite et d'assurances, are defned beneft plans, include
guarantees for the payment of retirement and death benefts and are indexed annually. Defned contribution plan accounting is
applied to these plans because the SAQ does not have enough information to apply defned beneft plan accounting.

The SAQ also administers a supplemental retirement pension plan for senior management. This plan takes into account the
years of service with the SAQ and the average of the three highest annual salaries earned by the employee over the course of
their career. This is a defned beneft pension plan that also includes guarantees for the payment of pension and death benefts
that are indexed annually. The actuarial valuation of the accrued beneft obligation in relation to the retirement benefts is
established using the projected beneft method prorated on the number of years of service. The evaluation was carried out using
management’s best estimate of the future changes in salary levels, retirement age and other actuarial factors.

The excess of net accumulated actuarial gains and losses of greater than 10% of the beneft obligation is amortized over the
average remaining service period of the active employee group covered by the plan. The average remaining service period of active
employees covered by the supplemental retirement plan for senior management was 4.7 years at March 29, 2008, and 5.6 years
at March 31, 2007.

4. Accounting Changes
Fiscal year ended March 29, 2008

Accounting changes

In 2006, the Canadian Institute of Chartered Accountants (CICA) published Section 1506, “Accounting Changes,” of the CICA
Handbook. Applicable to fscal years beginning on or after January 1, 2007, this new section prescribes the accounting treatment
and disclosure of changes in accounting policies, changes in accounting estimates and corrections of errors.

Comprehensive income

In 2005, the CICA published Section 1530, “Comprehensive Income,” of the CICA Handbook. Applicable to Fscal years beginning
on or after October 1, 2006, this new section establishes standards for the reporting and presentation of comprehensive income,
which includes net earnings and all changes in equity during a period that arise from transactions and events from non-share-
holder sources.

Equity

The SAQ has adopted the recommendations of CICA Handbook Section 3251, “Equity,” published by the CICA in 2005. Applicable
to fscal years beginning on or after October 1, 2006, this new section establishes standards for the presentation of equity and
changes in equity as a result of the new requirements in Section 1530.
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Notes to the Consolidated Financial Statements

March 29, 2008
(tabular amounts in thousands of dollars)

4. Accounting Changes (continued)

Recognition of liabilities resulting from employee social beneft plans

The SAQ has recognized liabilities resulting from the employer’s contributions to the employee social beneft plans relating to vacations
and certain other cumulative leave credits payable as well as other liabilities. It has also recognized obligations related to certain cumu-
lative leave credits. These employee benefts are now recognized in the year in which the employees earn them. They were previously
recognized in the earnings of the year in which the sums concerned were disbursed.

The accounting treatment applied retrospectively had the effect of increasing (decreasing) the following fnancial statement items:

2007
Earnings
Compensation and employee social benefts
(under the heading “Selling and marketing, distribution and administrative expenses”) $ 1,303
Net earnings $(1,303)
Balance sheet
Compensation and employee social benefts payable
(under the heading “Accounts Payable and Accrued Liabilities”) $ 9,230
Retained earnings, beginning of year $(7,927)
Retained earnings, end of year $(9,230)

Future fscal years

Capital disclosures

In 2006, the CICA issued Section 1535, “Capital Disclosures,” of the CICA Handbook This new section establishes disclosure
standards regarding a entity’s capital and how it is managed. The new standard is applicable to Fscal years beginning on or after
October 1, 2007.

Inventories

In 2007, the CICA issued Section 3031, “Inventories” of the CICA Handbook. This new section provides guidance on determining
the cost of inventories, including the charging of overhead and other costs to inventories, and requires a reversal of previous write-
downs when there is a subsequent increase in the value of inventories. More detailed information about inventories and the cost
of goods sold must also be provided. This new standard is applicable to fscal years beginning on or after January 1, 2008.

Financial instruments

In 2006, the CICA issued new recommendations regarding fnancial instruments in Section 3862, “Financial Instruments —
Disclosures,” and Section 3863, “Financial Instruments — Presentation,” in the CICA Handbook. These new sections replace
Section 3861 “Financial Instruments — Disclosure and Presentation,” and are applicable to fscal years beginning on or after
October 1, 2007.

Section 3862 imposes on companies the requirement to provide more information about the risks arising from fnancial instruments
and non-Fnancial derivatives, such as credit risk, liquidity risk and market risk, as well as the methods used to detect, monitor
and manage these risks. Section 3863 incorporates the Section 3861 standards regarding the presentation of fnancial instruments
and non-fnancial derivatives and provides additional guidance about the classifcation of fnancial instruments.
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4. Accounting Changes (continued)

Goodwill and intangible assets

In 2008, the CICA issued Section 3064, “Goodwill and Intangible Assets,” that replaces Section 3062, “Goodwill and Other
Intangible Assets,” and Section 3450, “Research and Development Costs.” The new section establishes new recognition,
measurement, presentation and disclosure standards applicable to goodwill and intangible assets, including intangible assets
developed internally. This section is applicable to fscal years beginning on or after October 1, 2008.

The accounting standards of Sections 1535, 3031, 3862 and 3863 will apply to the SAQ’s interim and annual consolidated fnancial
statements for fscal years beginning on or after March 30, 2008, and, for fscal years beginning on or after March 29, 2009, for
Section 3064. The SAQ does not expect that adopting these new sections will have a material impact on its earnings, fnancial
position or future cash fows.

5. Net Sales, Cost Of Sales and Gross Margin

2008 2007
Outlets and Outlets and
specialized Wholesale specialized  Wholesale
centres grocers Total centres grocers Total
Net sales $2,029,458 $ 264,450 $2,293,908 $1,913,274 $ 260,490 $ 2,173,764
Cost of sales 921,776 133,023 1,054,799 863,739 129,264 993,003
Gross margin $1,107,682 $ 131,427 $1,239,109 $ 1,049,535 $ 131,226 $ 1,180,761

The SAQ’s net sales do not include beer sales made to holders of a brewer’s permit or to holders of a beer distributor’s permit. The
brewers and beer distributors sell and deliver, in the province of Quebec, beers produced in other Canadian provinces or abroad,
either by themselves or by affliated companies. These products must be bought exclusively from the SAQ, which acts as an agent
between the suppliers and the brewers and beer distributors. These sales transactions do not generate any gross margins for
the SAQ. The SAQ does, however, collect service fees for them. The net sales and cost of sales arising from these transactions
increased to $209.3 million in Fscal 2008 ($190.3 million in Fscal 2007).

6. Selling and Marketing, Distribution and Administrative Expenses

2008 2007
Compensation and employee social benefts $316,876 $ 308,392
Building occupancy expenses 63,744 62,016
Equipment use and supply expenses 22,341 21,590
Freight out and communications 11,379 12,156
Other operating expenses 61,116 60,328

$475,456 $ 464,482
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March 29, 2008
(tabular amounts in thousands of dollars)

Interest on loans made to a company under common control

Other interest on short-term loans
Interest on debentures payable

Interest relating to a capital lease obligation

Less: Interest on investments, term deposits and others

8. Accounts Receivable

Wholesale grocers

Licensed establishments, institutions and other commercial accounts

9. Inventories

Bottled beverages
Miscellaneous supplies

10. Property, plant and equipment

Land

Buildings

Furniture, equipment
and computer hardware
Rolling stock

Leasehold improvements
Paving and parking

Building under a capital lease

2008 2007
$ 1,596 $ 1,716
2,438 5,499
- 67
716 831
4,750 8,113
(1,847) (1,685)
$ 2,903 $ 6,428
2008 2007
$11,824 $14,955
34,854 30,033
$46,678 $44,988
2008 2007
$274,712 $235,776
2,494 2,238
$277,206 $238,014
2008 2007
Accumulated Accumulated
Cost amortization Net value Cost amortization Net value
$ 10,775 $ = $ 10,775 $ 10,775 $ - $ 10,775
126,306 32,217 94,089 120,410 28,763 91,647
327,763 244,697 83,066 320,341 212,274 108,067
14,894 10,031 4,863 14,828 9,100 5,728
46,156 29,336 16,820 45,102 26,308 18,794
3,881 2,790 1,091 3,746 2,642 1,104
529,775 319,071 210,704 515,202 279,087 236,115
16,280 12,617 3,663 16,280 12,210 4,070
$546,055 $331,688 $214,367 $531,482 $291,297 $240,185
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11. Loans

2008 2007

Loans $42,989 $89,500

The SAQ is authorized by the Government of Quebec and by the SAQ’s Board of Directors to contract short-term loans up
to a maximum amount outstanding of $400 million. At March 29, 2008, the loans consisted of two short-term loans totalling
$43.0 million, including one $19.5 million loan from a company under common control (four loans at March 31, 2007, totalling
$89.5 million, of which two loans totalling $24.5 million were from a company under common control). These loans bear interest
at a rate of 3.54% and 3.56% (4.29% in 2007) and mature in four days or less (fve days or less in 2007).

At March 29, 2008, the SAQ had bank credit facilities totalling $10.0 million maturing on August 31, 2008. The amounts borrowed

through these facilities bear interest at the prime rate, which was 5.25% at March 29, 2008 (6.00% at March 31, 2007). At that
date, the bank credit facilities had not been drawn (draw of $0.5 million at March 31, 2007).

12. Accounts Payable and Accrued Liabilities

2008 2007
Accounts payable and accrued liabilities $136,040 $127,653
Government taxes and duties payable 81,945 52,181
Compensation and employee social benefts payable 83,122 74,995
Short-term portion of a capital lease obligation 1,231 1,104

$302,338 $ 255,933

The SAQ has undertaken to contribute to the funding of various programs aimed at protecting and improving the environment.
To accomplish this, it devotes a portion of its sales to this purpose. The resulting liability is equal to the excess of the accrued
deductions from sales over the charges incurred. This liability is included in accounts payable and accrued liabilities,
and totalled $9.0 million at March 29, 2008 ($9.8 million at March 31, 2007).

13. Capital Lease Obligation

2008 2007
Obligation under a capital lease resulting from the rental of a building, repayable
through April 11, 2012, in monthly instalments of $0.15 million including interest
calculated at an annual rate of 11%, capitalized semi-annually. $ 5,903 $ 7,007
Less: Portion of the liability due within one year (1,231) (2,104)
$ 4,672 $5,903
Principal Interest Total
Payments in future years:
2009 $1,231 $ 589 $1,820
2010 1,374 446 1,820
2011 1,533 287 1,820
2012 1,711 109 1,820
2013 54 1 55

$5,903 $ 1,432 $ 7,335
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March 29, 2008
(tabular amounts in thousands of dollars)

14. Interests in Joint Ventures

The SAQ holds a 50% interest in Société d'investissement M.-S., S.E.C. It also held a 50% interest in Maison des Futailles, S.E.C.
until August 26, 2006, the date on which it disposed of that interest. The main elements originating from joint ventures and
included in the consolidated fnancial statements are presented below.

2008 2007

Earnings
Net sales $ - $14,939
Cost of sales - 9,923
Gross margin - 5,016
Operating expenses 569 5,667
Financial expenses 4 45
Amortization 158 623

723 6,335
Other revenue 586 549
Loss before income taxes 137 770
Income taxes - (29)
Net loss $137 $ 741
Balance sheet
Current assets $256 $ 210
Long-term assets 99 256

$355 $ 466

Current liabilities $295 $ 269
Shareholder’s equity 60 197
$355 $ 466

Cash fows

Cash fows from operating activities $ 27 $ 724
Cash fows from fnancing activities $ - $ (500)
Cash fows from investing activities $ - $ (521)

15. Employee Future Benefts

Defned beneft plans

The SAQ’s employees participate in the Régime de retraite des employés du gouvernement et des organismes publics (RREGOP),
the Régime de retraite des fonctionnaires (RRF) or the Régime de retraite du personnel d’'encadrement (RRPE). These are defned
beneft pension plans that include guarantees upon retirement and death. The SAQ’s obligations toward these government plans
are limited to its contributions as an employer. At January 1, 2008, the contribution rate to the RREGOP went from 7.06% to
8.19% of the contributory payroll and that of the RRPE went from 7.78% to 10.54%. The RRF contribution rate remained at
7.25%.
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15. Employee Future Benefts (continued)

For accounting purposes, the SAQ measures its accrued beneft obligations on December 31 of each year for the cumulative
sick leave credit plan and at the end of each fscal year for the supplemental retirement plan for senior management. The most
recent actuarial valuation for funding purposes of the cumulative sick leave credit plan was carried out on December 31, 2007
and the next valuation must be completed by December 31, 2010. The most recent actuarial valuation for funding purposes of
the supplemental retirement plan for senior management was carried out on March 29, 2008, and the next valuation must be
completed by March 26, 2011.

Total cash payment

The total cash payment for employee future benefts for 2008, consisting of the SAQ’s contributions to the government employee
pension plans and the amounts paid directly to the benefciaries of the supplemental retirement plan for senior management and
of the cumulative sick leave credit plan, amounted to $13.4 million ($12.0 million in 2007).

Reconciliation of the funded status of the employee beneft plans to the amounts recorded in the fnancial statements

Supplemental

Cumulative sick leave retirement plan for
credit plan senior management
2008 2007 2008 2007
Accrued beneft obligations and funded status — defcit $26,520 $25,509 $ 3,858 $2,540
Balance of unamortized amounts (8,522) (8,685) (1,466) (896)
Accrued beneft liabilities appearing on the SAQ’s balance sheet $17,998 $16,824 $ 2,392 $1,644
Cost of employee future benefts recognized during the fscal year
Cumulative sick leave Retirement
credit plan plans
2008 2007 2008 2007
Defned beneft plans $3,443 $3,417 $ 764 $ 407
Government employees’ pension plans $ = $ - $11,073 $9,891

Benefts paid
Benefts paid by the cumulative sick leave credits plan totalled $2.3 million in 2008 ($2.1 million in 2007), while those paid by the
supplemental retirement plan for senior managenemt amounted to $0.02 million (no benefts were paid in 2007).
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(tabular amounts in thousands of dollars)

19. Financial Instruments

Fair value of fnancial instruments

2008 2007
Fair Book Fair Book
value value value value
Capital lease obligation $6,622 $5,903 $ 7,890 $ 7,007

The fair value of the capital lease obligation represents the present value of future monthly payments under current fnancing
agreements, at interest rates offered on the market to the SAQ for loans with similar conditions and maturity dates, capitalized
semi-annually and maturing in 2012. That rate is 5.29% in 2008 (6.19% in 2007).

The book value of the other fnancial instruments maturing in the short term is presumed to correspond to their fair value. These
fnancial instruments include cash; accounts receivable; loans; accounts payable and accrued liabilities (excluding government
taxes and duties payable and the short-term portion of a capital lease obligation) as well as the dividend payable.

20. Risk Management

Financial risk management objectives and policies

The SAQ is exposed to various fnancial risks arising from its operating, investing and fnancing activities. The SAQ’s manage-
ment manages these risks.

The SAQ does not enter into Fnancial instrument contracts or agreements, including fnancial derivatives, for speculative purposes.
Financial risks

Interest rate risk

The SAQ fnances its activities on a daily basis through short-term loans and is therefore exposed to the cash fow risks resulting
from interest rate fuctuations. The SAQ establishes budget and cash estimates to ensure it has the necessary funds to meet

its obligations.

The capital lease obligation bears a fxed interest rate and exposes the SAQ to the risk that market interest rates will be lower
than the interest rates linked to these liability. The effective interest rate for this obligation is 11.3%.

As they do not bear interest, the SAQ’s other fnancial assets and liabilities do not present any interest rate risk.

The SAQ does not use derivative fnancial instruments to reduce its exposure to interest rate risk.
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20. Risk Management (continued)

Foreign exchange risk

The SAQ is exposed to foreign exchange risk due to certain accounts payable in foreign currencies. At March 29, 2008, these
accounts payable totalled €8.1 million and US$1.0 million (€8.3 million and US$0.8 million at March 31, 2007).

The SAQ negotiates forward exchange contracts intended to partially cover the foreign exchange risk to which it is exposed.
Under these contracts, it is required to buy specifc amounts of currencies, mainly in euros and U.S. dollars, at exchange rates
set in advance.

At March 29, 2008, the SAQ had no outstanding forward exchange contracts.

At March 31, 2007, the SAQ held a zero-cost tunnel contract negotiated in euros and ending in April 2007:

Nominal Contract
Currency exchange rate amount
Floor Ceiling
Euro $1.5450 $1.5625 3,000

The recorded negative fair value of these derivative fnancial instruments was $0.02 million.

Credit risk

The book value of the accounts receivable presented on the SAQ's balance sheet is the maximum amount exposed to credit risk.
The SAQ requires an accessory guarantee from some of its clients. The SAQ’s policy is to have certain clients undergo a credit
check. Moreover, the accounts receivable balance is managed and analyzed on a continuous basis and, consequently, the SAQ’s
exposure to bad debts is not signifcant.

21. Related Party Transactions

In addition to the related party transactions already disclosed in the fnancial statements and recorded at exchange value, the
SAQ is related to all Government of Quebec ministries and special funds, as well as all agencies and enterprises directly or
indirectly controlled by the Government of Quebec or subject to either joint control or signifcant joint infuence on the part of the
Government of Quebec. The exchange value corresponds to the amount established and agreed to by the parties. The SAQ has not
concluded any business transactions with these related parties other than within the normal course of business and under usual
commercial terms. These transactions have not been disclosed separately in the fnancial statements.

22. Comparative Figures
Certain comparative fgures have been reclassifed to conform to the current year’s presentation.
The Fscal 2007 fgures are taken from fnancial statements audited by the frm Raymond Chabot Grant Thornton (LLP), chartered

accountants. The Auditor General of Quebec and Raymond Chabot Grant Thornton (LLp) were appointed co-auditors of the SAQ’s
fnancial statements for fscal 2008 by Order in Council No. 462-2007 of June 20, 2007.
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20071

Fiscal year Q4 Q3 Q2 Q1
Number of weeks 53 13 16 12 12
Financial results
(in millions of dollars)
Net sales 2,173.8 452.9 803.0 476.2 441.7
Gross margin 1,180.8 244.6 434.3 261.7 240.2
Net operating expenses? 472.8 126.2 143.1 98.7 104.8
Net earnings 708.0 118.4 291.2 163.0 135.4
Dividend paid 674.0 215.0 182.0 119.0 158.0
Net sales by network
(in millions of dollars)
Outlets and specialized centres 1,913.3 403.7 702.0 419.5 388.1
Wholesale grocers 260.5 49.2 101.0 56.7 53.6
Total 2,173.8 452.9 803.0 476.2 441.7
Sales volume by network
(in millions of litres)
Outlets and specialized centres 123.6 25.6 42.7 29.0 26.3
Wholesale grocers 32.8 6.3 12.6 7.0 6.9
Total 156.4 31.9 55.3 36.0 33.2
Sales volume by product category
(in millions of litres)
Spirits 19.0 3.9 7.0 4.2 3.9
Wines 126.0 26.3 45.4 28.0 26.3
Imported and microbrewery beers, ciders and coolers 114 1.7 2.9 3.8 3.0
Total 156.4 31.9 55.3 36.0 33.2
Other fnancial data
Net sales to brewers and beer distributors?
(in millions of dollars) 190.3 36.3 50.5 52.2 51.3

Beer sold to brewers and beer distributors?
(in millions of litres) 132.4 26.3 35.7 36.0 34.4
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Ten-Year Historical
Review

Fiscal years ended the last Saturday in March
(unaudited data)

2008 20071 2006
Operating results
(in millions of dollars)
Net sales 2,293.9 2,173.8 2,013.6
Gross margin 1,239.1 1,180.8 1,114.2
Net operating expenses3 478.2 472.8 457.3
Net earnings 760.9 708.0 656.9
Financial position
(in millions of dollars)
Total assets 592.5 573.0 658.8
Property, plant and equipment 214.4 240.2 272.4
Working capital (146.2) (171.6) (203.6)
Long-term liabilities 25.1 24.4 46.4
Shareholder’s equity 43.1 44.2 35.6
Cash fows
(in millions of dollars)
Cash fows from operating activities 816.5 769.0 679.5
Acquisition of property, plant and equipment 21.1 19.0 24.9
Dividend paid 742.0 674.0 598.0

1. 53-week fscal year.

2. The fscal year was disrupted by a labour dispute.
3. After deduction of other revenue and other income.

Certain comparative fgures have been reclassifed to conform to the current year’s presentation.
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20052 2004 2003 2002 20011 2000 1999

1,805.3 1,831.6 1,719.9 1,570.8 1,443.7 1,307.5 1,186.2
995.5 1,016.9 934.3 845.4 786.0 713.8 635.6
449.7 446.1 393.9 356.7 314.7 272.3 227.6
545.8 570.8 540.4 488.7 471.3 4415 408.0
682.8 7426 651.6 575.8 492.9 372.5 310.6
295.4 313.7 297.4 214.6 163.5 103.2 825
(227.5) (242.8) (230.7) (148.8) (99.2) (33.9) (9.3)
475 52.2 53.4 54.5 53.0 37.7 26.7
35.6 34.9 34.1 33.7 32.0 46.9 46.4
7275 523.3 580.5 544.4 417.9 433.7 391.9
32.2 57.4 110.7 72.0 743 34.0 16.5
558.0 606.0 509.0 441.0 529.0 421.0 385.0
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Ten-Year Historical Review

Fiscal years ended the last Saturday in March

(unaudited data)

2008 20071 2006
Net sales by network
(in millions of dollars and in millions of litres)
Outlets and specialized centres 2,029.5 1,913.3 1,753.2
127.9 123.6 114.9
Wholesale grocers 264.4 260.5 260.4
34.6 32.8 31.9
Total 2,293.9 2,173.8 2,013.6
162.5 156.4 146.8
Net sales by product category
(in millions of dollars and in millions of litres)
Spirits 512.7 492.4 460.0
19.4 19.0 18.2
Wines 1,701.5 1,601.8 1,470.3
131.9 126.0 116.7
Imported and microbrewery beers, ciders and coolers 79.7 79.6 83.3
11.2 114 11.9
Total 2,293.9 2,173.8 2,013.6
162.5 156.4 146.8
Other fnancial data
(in millions of dollars and in millions of litres)
Net sales to brewers and beer distributors3 209.3 190.3 159.5
Beer sold to brewers and beer distributors? 147.7 132.4 122.8

1. 53-week fscal year.
2. The Fscal year was disrupted by a labour dispute.
3. Sales made as an agent; not included in the sales fgures.

Certain comparative fgures have been reclassifed to conform to the current year’s presentation.
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20052 2004 2003 2002 20011 2000 1999

1,506.0 1,581.7 1,487.6 1,349.9 1,222.5 1,095.8 991.8
101.2 108.2 105.3 97.7 89.0 79.0 76.4
299.3 249.9 232.3 220.9 221.2 211.7 194.4
34.9 29.4 28.9 29.2 30.4 32.0 30.8
1,805.3 1,831.6 1,719.9 1,570.8 1,443.7 1,307.5 1,186.2
136.1 137.6 134.2 126.9 1194 111.0 107.2
405.0 427.5 414.2 400.7 385.3 357.1 342.8
16.1 17.3 16.9 16.7 16.5 15.2 14.5
1,312.0 1,322.4 1,221.9 1,104.6 1,015.9 909.6 785.9
107.6 109.0 105.3 100.9 97.1 89.9 82.7
88.3 81.7 83.8 65.5 42.5 40.8 57.5
12.4 11.3 12.0 9.3 5.8 5.9 10.0
1,805.3 1,831.6 1,719.9 1,570.8 1,443.7 1,307.5 1,186.2
136.1 137.6 134.2 126.9 119.4 111.0 107.2
181.6 238.5 150.1 121.2 102.5 97.0 68.8

131.7 203.6 110.1 84.4 83.8 76.6 62.9
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Net operating expenses?
(in millions of dollars)

Compensation and employee social benefts
Building occupancy expenses*

Equipment use and supply expenses?*
Freight out and communications

Other operating expenses?

Exceptional items

Total

Operating ratios
(as a percentage of net sales)

Gross margin
Net earnings
Net operating expenses?®

Other data

(at fscal year-end)

Number of employees®

Number of outlets

Number of agencies

Number of products offered for sale

Surface area of business premises

(in millions of square feet)

Outlets
Distribution centres

1. 53-week Fscal year.

2. The Fscal year was disrupted by a labour dispute.
3. After deduction of other revenue and other income.
4. Including amortization expense.
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Ten-Year Historical Review

Fiscal years ended the last Saturday in March

(unaudited data)

5. The number of employees is expressed on a full-time equivalence (persons/year) basis.

Certain comparative fgures have been reclassifed to conform to the current year’s presentation.

2008 2007 2006

316.9 308.4 280.0
73.6 72.5 71.2
59.8 57.8 57.9
11.4 12.2 13.3
16.5 219 34.9
478.2 472.8 457.3
54.0 54.3 55.3
33.2 32.6 32.6
20.8 21.7 22.7
5,337 5,264 5,235
414 414 408
397 395 400
8,231 7,532 7,243
1,703.8 1,687.1 1,660.9
1,215.4 1,166.9 1,166.9
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20052 2004 2003 2002 20011 2000 1999
254.3 275.8 252.3 224.6 202.2 196.1 161.3
66.6 64.7 57.4 47.8 40.8 34.5 32.9
60.8 54.2 42.9 34.6 27.1 21.6 19.1
12.3 12.6 12.2 10.5 7.8 5.5 5.0
55.7 38.8 29.1 39.2 36.8 20.7 9.3
- — _ - _ (6.1) —
449.7 446.1 393.9 356.7 314.7 272.3 227.6
55.1 55.5 54.3 53.8 54.4 54.6 53.6
30.2 31.2 31.4 31.1 32.6 33.8 34.4
24.9 24.3 22.9 22.7 21.8 20.8 19.2
4,494 4,803 4,511 4,242 4,078 3,406 3,131
403 398 398 380 370 341 341
403 403 401 399 252 153 154
7,633 7,148 6,755 7,250 7,386 6,575 5,299
1,633.1 1,595.7 1,542.9 1,306.3 1,404.0 1,157.6 1,147.0

1,152.6 1,127.6 983.0 877.9 848.1 758.8 658.8



