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Dominion Citrus Limited (“Dominion”, the “Company”) is a diversified food company
supplying fresh produce, premium juices and maple syrup to a wide variety of customers in
retail, foodservice and food distribution businesses. The Company provides procurement,
processing, repacking, sorting, grading, warehousing and distribution services to its major
domestic markets being Ontario and Quebec. The Company also supplies products to
customers in the United States and Europe. The website may be accessed at
www.dominioncitrus.com.

The Company operates businesses in two main segments, produce wholesaling and
processing (“Produce™) and other food.

Caution Regarding Forward-Looking Statements

This management’s discussion and analysis (“MD&A”) contains statements, which, to the
extent that they are not a recitation of historical fact, may constitute “forward-looking
statements”. Forward-looking statements may include financial and other projections, as
well as statements regarding our future plans, objectives or performance, or our underlying
assumptions. The words “estimate”, “anticipate”, “believe”, “expect”, “intend” or other
similar expressions of future or conditional verbs such as “will”, “should”, “would” and
“could” are intended to identify forward-looking statements. Persons reading this MD&A are
cautioned that such statements are only expectations, and that our actual results or
performance may be materially different.

Forward-looking information involves certain risks, assumptions, uncertainties and other
factors which may cause actual future results to differ materially from those expressed or
implied in any forward-looking statements.

Readers should not place undue reliance on these forward-looking statements when making
decisions, and should consider the date to which the statements were made. Except as
required by applicable security law, management disclaims any intention or obligation to
publicly update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise.


http://www.dominioncitrus.com/

Summary Annual Statistics

Non-GAAP Measures

Dominion has introduced certain non-GAAP measures to assess performance. Securities
regulators require that companies caution readers that earnings and other measures
adjusted to a basis other than GAAP do not have standardized meanings under GAAP and

are unlikely to be comparable to similar measures used by other companies.

EBITDA is a

non-GAAP measure that describes earnings before interest, income taxes, depreciation and
amortization, gains or losses on the disposal of property plant and equipment and certain
one-time income and expense items such as restructuring charges, insurance proceeds and
portfolio income or losses.

Selected Annual Information

Revenue ($000's)

Earnings before other income (expense) ($000’s)

Net earnings (loss) ($000's)

EBITDA ($000's)

Basic earnings (loss) per share

Fully diluted earnings (loss) per share
Cash dividends per common share

Total assets ($000’s)

Long-term liabilities, capital lease ($000's)
Convertible debenture ($000's)
Participating notes ($000's)

Shares outstanding (Basic Weighted Average)

Summary Quarterly Statistics

Revenue ($000's)
Earnings before
other income
(expense) ($000's)
Net earnings (loss)
($000's)

EBITDA ($000's)
Basic earnings

Fully diluted earnings

2006 2005 2004
117,335 125,246 131,126
2,787 3,451 4,466
(2,399) 2,321 1,188
4,223 4,969 5,885
($0.12) $0.12 $0.06
($0.12) $0.11 $0.06
n/a $0.05 $0.05
34,774 41,229 38,627
2,801 2,937 4,090
4,374 4,813 4,752
19,258 n/a n/a
20,475,845 19,857,571 19,754,788

2007 2006 2005
Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2
30,955 31,817 30,251 29,751 25,516 33,261 30,617 32,814
1,389 1,309 794 419 265 1,115 783 622
495 (2,382) 25 (283) 241 638 448 632
1,718 1,653 1,186 740 658 1,562 1,141 949
$0.02 ($0.12) $0.00 ($0.01) $0.01 $0.03 $0.03 $0.03
$0.02 ($0.12) $0.00 (%$0.01) $0.01 $0.03 $0.02 $0.03



Revenue

Revenue for the first quarter of fiscal 2007 was $30,955,000, up 21.3% from the
$25,516,000 reported for the same period last year.

Revenue in the produce wholesaling and processing business segment (“Produce”)
was $25,587,000 up 18.8%, or $4,043,000 from last year. The key driver was
volume which was up at all divisions with a small offset from price deflation. The
increased volume reflects expanded international programs partly due to adverse
weather conditions in California, the inclusion of Nature’'s Best for three months
versus two in 2006 and improved market penetration in Canada and market
development in the US for carrots and onions.

In the other food business segment, revenue of $5,368,000 was up $1,396,000 or
35.1% from last year with increases at both Delta and Apple Valley. The increase at
Delta is primarily due to increased volumes with existing customers while the
volume at Apple Valley reflects the inclusion of a private label product which was
introduced in Q-2 in 2006.

Gross Margin

Gross margin for the first quarter of $6,730,000 increased by $1,953,000 from last
year due to the higher revenue and also as a percentage of revenue, as margins
increased to 21.7% of revenue from 18.7%.

Margins in the Produce segment increased to 22.3% of revenue from 18.7% of
revenue in 2005 due primarily to improved margin management and some unique
market opportunities.

In the other food business segment, gross margins declined slightly to 18.9% from
19.1% in 2006. This decline reflects a shift in product mix.

Expenses

Total expenses for the first quarter of 2006 increased by $829,000 to $5,341,000;
however as a percentage of revenue decreased to 17.3% from 17.7%.

Warehouse and delivery expenses of $3,462,000 increased by $464,000 over last
year due mainly to increased costs associated with the higher volumes in areas such
as wages, benefits and fleet costs. Other increases included repairs and
maintenance and property taxes.

Selling expenses for the first quarter of 2006 decreased $33,000 from the $676,000
reported in 2006, primarily due to lower sales personnel costs and reduced
advertising, sales promotion and commission expenses.

General and administrative expenses of $1,236,000 increased by $398,000 from the
first quarter of 2006. This increase reflects higher incentive costs partly due to

3



improved profitability. 2006 expenses were lower due to the reversal of an incentive
accrual that did not recur in 2007. Other increases included programmed spending
on information systems initiatives, consulting and professional fees.

Other Income (Expense)

Foreign exchange trading gains of $68,000 were down $65,000 from 2006 as there
were fewer trading opportunities and a reduced forward contract program in the
first quarter of 2007.

Net third party interest expense for the first quarter of 2007 includes a $9,000
charge arising from the adoption of the new accounting standards, however, still
declined by $48,000 due primarily to lower year over year levels of term and
convertible debenture debt.

The Company incurred $569,000 of interest expense on the participating notes held
by the parent, Dominion Citrus Income Fund. There is no charge for deferred costs
as the underlying amounts were charged to the opening deficit as part of the
transitional adjustments.

Income Taxes

The income tax provision reflects the application of loss carry forwards and also that
the $350,000 in option proceeds are treated as a capital gain and only half the
amount is taxable.

Fully Diluted Net Earnings

Net earnings for the first quarter of 2007 were $495,000, a 105% increase from the
$241,000 earned in 2006. Earnings per share (“EPS”) of $0.02 compared to the
$0.01 reported in 2006.

Liquidity and Capital Resources

The Company has a revolving credit facility of $5,000,000 with an additional
$3,000,000 available for seasonal requirements, for maple syrup procurement, from
April 1% to September 30" each year. The revolving facility contains certain
restrictions and requires the achievement of certain financial ratios and other
covenants.

The Company had cash of $3,211,000 as at March 24, 2007, an increase of
$1,486,000 from year-end. The Company also has a non-revolving, interest only
term credit facility which was $800,000, down from $1,150,000 at year end.

The Company is in compliance with all its banking covenants as at March 24, 2007.



Operating Activities

Cash provided by operating activities for the first quarter of 2007 was $2,068,000, a
decline of $933,000 versus the first quarter of 2006 as the improvements in
accounts receivable and inventory were less than those achieved in the prior year.

Financing Activities

During the quarter the Company repaid $906,000 of its long-term debt, including
$500,000 of the 8.5% convertible debentures, $350,000 of term debt and $56,000
of capital leases and mortgages.

The Company received $350,000 from the sale of its option to purchase the Kelfield
warehouse which will be amortized into earnings over the remaining term of the
lease and recorded as a reduction to rent expense. During the quarter, $4,000 was
included in warehouse and delivery expense as a reduction to rent expense.

Investing Activities
Capital expenditures totaled $29,000 during the quarter.
Debt

As part of the implementation of the income trust structure Dominion issued
$19,258,000 of participating notes to the Fund.

The other debt of the Company as at March 24, 2007 was $8,628,000, a reduction
of $844,000 from year-end. The 2007 balance is composed of a current portion of
long-term liabilities of $737,000, $3,346,000 in convertible debenture financing,
$800,000 in a non-revolving term credit facility, $354,000 of mortgages, $1,094,000
of capital lease obligations and $2,297,000 of preference share liabilities

New Accounting Standards

Effective January 1, 2007, the Company adopted the recommendations of the
following Sections of the Canadian Institute of Chartered Accountants Handbook:
Section 1506, Accounting Changes; Section 1530, Comprehensive Income; Section
3251, Equity; Section 3855, Financial Instruments — Recognition and Measurement,
and Section 3861, Financial Instruments — Disclosure and Presentation. These
standards set out, among other items, the point at which a financial instrument
must be recognized in the balance sheet and in what amount. They also specify the
basis of presentation for the gains and losses on the financial instruments. Based
on their classification in the balance sheet, the gains and losses on the financial
instruments are recognized in the statement of income or in the newly introduced
financial statement, the statement of comprehensive income.

The adoption of these new standards translated into the following changes as at
January 1, 2007: a decrease to the opening deficit of $52,000 to adjust the
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convertible debenture discount to fair value and a corresponding decrease in the
carrying amount of the convertible debenture liability; a charge to the opening deficit
of $120,000 for deferred financing costs, net of related income taxes, resulting in a
net reduction to other assets of $186,000.

The adoption of these new standards for the three month period ended March 24,
2007 resulted in charges of $9,000 related to the debenture discount and this amount
has been included in ‘Interest expense — long-term’.

The adoption of this new standard has no impact on the Company’s cash flows.

Readers are referred to note 1 to the Consolidated Financial Statements for the first
guarter, ended March 24, 2007, for further details regarding the adoption of these
standards.

Controls and Procedures

In conformance with the Canadian Securities Administrators Multilateral Instrument
52 — 09, the Company has filed certificates signed by the President and Chief
Executive Officer and the Chief Financial Officer that, among other things, report on
the design of disclosure controls and procedures and the design of internal control
over financial reporting (“ICFR”).

IFCR is designed to provide reasonable assurance regarding the reliability of the
Company'’s financial reporting and its compliance with Canadian GAAP in its financial
statements. The President and Chief Executive Officer and the Chief Financial
Officer of the Company have evaluated whether there were changes to its IFCR
during the three-month period ended March 24, 2007 that have materially affected,
or are reasonably likely to materially affect, the ICFR. No such significant changes
were identified through their evaluation.

Fiscal 2007 Outlook

Management believes the segments of the food industry in which the Company
participates will remain highly competitive and result in continuing volume and margin
pressures.

The Company is modifying its organizational structure to drive revenue increases and
better meet customer needs, expand product and process development, increase its
supplier base and continue to make selective investments in its processing facilities.
In addition, the Company will continue to pursue acquisitions and alliances to advance
its strategy of expanding as a diversified food supplier in the food industry.






DOMINION CITRUS LIMITED

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS
THREE MONTHS ENDED MARCH 24, 2007 AND MARCH 25, 2006

(Unaudited)

2007 2006
RETAINED EARNINGS (DEFICIT) - BEGINNING
OF QUARTER $(10,554,000) $5,174,000
Transitional adjustment — new accounting
standard (Note 1) (68,000) -
Retained earnings (deficit) — as restated (10,622,000) 5,174,000
Net earnings for the quarter 495,000 241,000
Amalgamation adjustment - (13,329,000)
DEFICIT - END OF QUARTER $(10,127,000) $(7,914,000)

CONSOLIDATED STATEMENTS OF COMPREHENSIVE EARNINGS
THREE MONTHS ENDED MARCH 24, 2007 AND MARCH 25, 2006

(Unaudited)

2007 2006
NET EARNINGS $ 495,000 $ 241,000
Other comprehensive earnings - -
COMPREHENSIVE EARNINGS FOR THE QUARTER $ 495,000 $ 241,000




DOMINION CITRUS LIMITED
CONSOLIDATED STATEMENTS OF CASH FLOWS

THREE MONTHS ENDED MARCH 24, 2007 AND MARCH 25, 2006

(Unaudited)

2007 2006
CASH PROVIDED BY (USED IN)
OPERATING ACTIVITIES
Net earnings for the quarter $ 495,000 $ 241,000
Items not involving current cash flows -
Amortization of property, plant and equipment 247,000 235,000
Amortization of deferred costs - 39,000
Amortization of debenture discount 24,000 15,000
Amortization of other assets 2,000 -
Amortization of conversion costs - 37,000
Stock option expense 3,000 2,000
Deferred income taxes 158,000
Loss on disposal of property, plant & equipment 9,000 -
Other (4,000) -
934,000 569,000
Net change in non-cash working capital -
Accounts receivable 786,000 5,675,000
Inventories 2,005,000 2,996,000
Prepaid expenses & deposits 75,000 (292,000)
Cheques in transit (1,112,000) (1,762,000)
Accounts payable, accrued liabilities and deferrals (636,000) (4,254,000)
Interest payable (92,000) (72,000)
Income taxes payable 108,000 141,000
2,068,000 3,001,000
FINANCING ACTIVITIES
Other assets - 197,000
Proceeds from sale of option 350,000 -
Repayment of long-term liabilities (906,000) (1,012,000)
(556,000) (815,000)
INVESTING ACTIVITIES
Acquisition of property, plant and equipment (29,000) (110,000)
Proceeds on disposal of property, plant & equipment 3,000 -
Acquisition of Nature’s Best (Note 2) - (194,000)
(26,000) (304,000)
CHANGE IN CASH & CASH EQUIVALENTS 1,486,000 1,882,000
CASH & CASH EQUIVALENTS - BEGINNING OF
QUARTER 1,725,000 3,034,000
CASH & CASH EQUIVALENTS - END OF QUARTER $3,211,000 $4,916,000




DOMINION CITRUS LIMITED
CONSOLIDATED STATEMENTS OF CASH FLOWS
THREE MONTHS ENDED MARCH 24, 2007 AND MARCH 25, 2006
(Unaudited)

2007 2006
SUPPLEMENTAL CASH FLOW INFORMATION
Interest paid $ 741,000 $ 155,000
Income taxes paid $ - $ -

Included in property, plant and equipment at March 24, 2007 is $90,000 of equipment financed by way of a
capital lease.



