














Mark has proven his value to High Liner in
the U.S. since joining us in early 2006. The
FPI food service operation continues under
the leadership of Keith Decker in Danvers,
Massachusetts. We are particularly pleased
that Keith Decker, Chief Operating Officer at
FPI'USA, agreed to remain with High Liner
and lead food service.

In 2008, we'll focus on integrating the FPI

and High Liner finance and logistical systems.
Our goal is a seamless transition to one team
working toward a shared vision of being North
America’s leader in value-added seafood. The
success of the integration process will be judged
by our ability to retain customers, generate cash
flow and realize cost savings through synergies.

Size counts

Despite a challenging environment, we
anticipate a strong year in 2008. The acquisition
of the FPI assets will allow us to leverage

our brands, customer relationships, sales

and marketing teams, procurement, logistics
networks, plants and corporate systems. We
achieved cost savings immediately, but the
full benefits will require patience as existing
agreements mature and we can rationalize

or negotiate more favourable terms.

We also expect to strengthen our already
impressive ability to innovate through
cooperation between our product development
capabilities in Canada and the United States.
Finally, we will continue to seek new species
in an effort to expand our product offerings.
Our differentiated product offering will provide
us with pricing power as we continue, where
possible, to take price increases in our retail,
club store and food services customers

in Canada and the United States to cover
escalating costs.

Achieving plan

In our 2006 annual report, | established
two benchmarks for success in our 2007
business plan: 15% return on assets managed
(12% in 2006) and 10% return on equity

Product innovation coupled with

a strong R&D capability is one of the
key drivers of our success in Canada
and the United States.

(8.3% in 2006). I'm pleased to report that
we achieved 15.0% ROAM and a 12.0% ROE,
factoring in the impact of the acquisition.

I renew my commitment to these goals in 2008.
Financially, High Liner is strong. While our
interest bearing debt increased to finance the
acquisition, we intend to restore our leverage
to our target 3.0x for interest bearing debt to
12-month trailing EBITDA as quickly as possible.

In Canada, we introduced a new line
of salmon skewers that experienced
immediate widespread acceptance
followed by solid demand growth.

An acquisition of this size always brings
stress with the excitement. | would like to
recognize and thank all of the High Liner and
FPl employees whose hard work over the year
has made our collective success possible.
We welcome the FPI employees to High Liner
and we look forward to building a stronger
company with their help. | would also like to
acknowledge the loyalty of our customers and
shareholders through changing times. We
look forward to your continued support as
we continue to build on our legacy of quality.

(Signed:)

Henry Demone
President and Chief Executive Officer
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Fishery Pro

FPl is the acknowledged leader

in innovation in the U.S. food
service industry where it has
established a compelling breadth
of relationships in the away-from-
home market in every corner of
the Union.

High Liner Foods Incorporated

High Liner commands a 41.6%
share of the frozen seafood

retail market in Canada, where
generations of families have
enjoyed our traditional fish sticks
for nearly a century and, more
recently, our premium products.




By integrating the two businesses, we will more
than double our food service business, creating
a particularly powerful competitive presence.

Strengths

No matter how you look at it, High Liner's acquisition of FPI's
North American manufacturing and marketing assets just
made sense. The two businesses are entirely complementary.

FPI's dominant strength is in the U.S. food service industry.
Its ability to innovate has allowed it to establish a compelling
breadth of relationships in the away-from-home market from
chain and mom-and-pop restaurants to prisons, schools and
hospitals in every corner of the Union.

High Liner's strength is in Canada where we command a
41.6% share of the retail market for frozen seafood with

a broad product line from our traditional fish sticks to our
premium High Liner Signature™ and QuickSteam™ products.
While FPI will have a modest impact on our retail market share
in Canada, FPI's acknowledged capabilities in research and
development will strengthen our already impressive ability to
develop new products that will convince more Canadians

to eat seafood more often. The consumption of seafood in
Canada is steadily increasing as Canadians seek to improve

the quality of their diets. Seafood is now the second largest
frozen food category in Canada, with consumer sales increasing
by 6% over the previous year. High Liner has provided shoppers
with appetizing options, and our product innovations are
driving growth in the category.

Compounded

High Liner is also the innovation leader in the Canadian food
service industry while FPI has built a comparable share of this
market by focusing on raw shrimp and fillets. By integrating
the two businesses, we will more than double our food service
business, creating a particularly powerful competitive presence.
FPI's expertise in shellfish procurement will fill out High Liner's
seafood offerings to our customers.

Both FPI and High Liner have TR
an important presence in the ] i
Canadian and U.S. club store

market. FPI's relationships

are particularly strong at e
BJ's® and Smart&Final®, g
complementing, rather than
competing with High Liner's -

;;
relationships at SAM's Club® \

and Costco®.

Our expanded reach across
distribution channels - including
our presence in every category of
restaurant - will soften the impact
of a potential economic downturn
in the U.S. Consumers pinched by

»

e
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Strengths Compounded

The combined strengths of High Liner and FPI in
procurement, product development and distribution
will create a significantly stronger presence in every

slowing economic growth will not stop eating
away from home; they will simply opt for

< casual or fast food rather than fine dining -
and continue to find High Liner or FPI products

| @ on the menu.

Improved procurement capabilities

Both FPI and High Liner have solid expertise in
worldwide procurement of seafood. Together
we procure approximately 35 species from
30 countries. There will be immediate benefits
to FPI from High Liner's ability to source low
cost high quality groundfish, such as cod
and haddock, while FPI brings strength - and
more favourable terms - in the procurement
of shellfish, such as shrimp and crab.

During 2008, we will work on adopting the
best practices of each company to build an
even stronger organization. The size of our
procurement operations will also make us a
more important partner to our global suppliers.

Combining our purchasing power
will allow us to capture significant
cost savings in raw materials
and processing through
economies of scale.
Combining our supplier
networks will expand
our ability to procure
new species and products
as well as new suppliers
for existing products.

market in which we sell our products.

The final result will be a more robust,
competitively priced line of products.

Improved culinary expertise

The development of a constantly changing
and expanding menu of prepared foods that
appeals to the palates and pocketbooks

of Canadians and Americans is critical to
the ability of both High Liner and FPI to
establish sustainable growth in an intensely
competitive marketplace. In 2007 High
Liner launched more than 20 new products
including roasted garlic and herb shrimp
skewers, shrimp in a Thai lime cilantro sauce,
and individually quick frozen basa fillets.

In fact, 15% of our sales was from products
introduced to the market in the previous

24 months. FPI's research and development
capability in Danvers, Massachusetts
launched 24 new products in 2007 including
products for the UpperCrust® and Pan-Sear
Selects® lines. Already in 2008 they have
launched 6 new products and have dozens
more in various stages of development,
destined for the food service, retail and club
store markets in Canada and the United
States. Although the development teams
will not be integrated, they will collaborate.

Broader brand awareness

FPlis one of the best known and respected
brands in the U.S. food service industry,
recognized for its culinary skills and diverse



line of innovative products, many of them
packaged under the sub brands Pan-Sear
Selects® and UpperCrust®. High Liner® is

the strongest seafood brand in Canada,
recognized by most Canadians from coast
to coast. This brand awareness gives High
Liner and FPI compelling power to introduce
new products and protect our margins.

In the U.S. retail and club stores, High

Liner and FPI are gradually building brand
awareness. However, we believe we can
more effectively build strength in this
intensely brand-sensitive market by focusing
on the one brand with the greatest long
term potential - High Liner®. The gradual
conversion of FPI's Sea Cuisine® U.S. retail
brand to a High Liner® product - along with

o Capitall

Strategies t

Build on brand awareness.

operations.
The world is realizing that P !

“seafood is smart food"® and

Integrate complementary

our ongoing conversion of our Fisher Boy®
brand - will allow us to more effectively
promote the variety and quality of our

full range of products and leverage our
Canadian brand strength.

In an environment of industry-wide
consolidation, the market is actively
seeking suppliers with category expertise,
full product lines, supply chain support
capabilities, seamless logistics and the
ability to introduce new and differentiated
products. The combined strengths of High
Liner and FPIlin procurement, product
development and distribution will create
a significantly stronger presence in every
market in which we sell our products.

ze on Our StrengthS

Focus Fishery Products
International on the
food service industry

we are convincing consumers

that nobody is smarter - or
knows seafood better - than
Captain High Liner®.

Cost savings were achieved
within weeks of finalizing
the acquisition through the
immediate reorganization
of our businesses and
integration of sales and
marketing teams.

and High Liner U.S.A.
on retail and club stores.

While our divisions will
collaborate where it is
advantageous, focusing

on specific channels will
more effectively leverage
the skills, knowledge and
passion resident within the
management and employees
at each operation.

FPI is one of the best known and
respected brands in the U.S. food
service industry, recognized for
its culinary excellence and variety
of innovative products, many

of them packaged under the

sub brands Pan-Sear Selects®
and UpperCrust®. High Liner®
is the strongest seafood brand
in Canada, recognized by most
Canadians from coast to coast,
and is growing in the U.S.

Re-evaluate supplier
contracts.

We will combine the
requirements of High Liner
and FPIl and seek optimal
contracts for goods that are
used to produce our products
including seafood, ingredients
for batters and breadings,
sauces and cooking oils.

2007 Annual Report



The most significant opportunities for cost savings will
be in procurement as we leverage the favourable supply

terms FPl and High Liner have been able to secure and
command deeper discounts with suppliers eager to meet
our combined supply requirements.

Managing X

Costs

During 2007, higher input costs
reduced High Liner's earnings by more
than $4 million driven by rising prices
for seafood, breading and batters, paper
products, sauces and cooking oils, as
well as the impact of rising fuel costs
on transportation and distribution. Price
increases were implemented in late 2006 and absorbed by
the market by mid 2007, but it is critical that we make every
effort to reduce costs.

During 2008, we will be focused on exploiting synergies
made possible by the acquisition of the FPI assets, lean
manufacturing and our continuing efforts to improve our
performance by eliminating waste, inefficiency and excess
inventories throughout our operations.

Synergies

While many critical integration steps have already been
taken, full integration will be phased in during 2008 and
2009 as existing agreements mature. We expect to achieve
all identified synergies by 2010.

10 High Liner Foods Incorporated

The most significant opportunities for cost savings will be
in procurement as we leverage the favourable supply terms
FPI and High Liner have been able to secure and command
deeper discounts with suppliers eager to meet our combined
supply requirements. High Liner’s purchasing power in
groundfish, particularly wild species, coupled with FPI's

well established network of shrimp suppliers are expected
to generate savings of about $3 million a year. Our much-
increased requirements for non-seafood goods and services
should also generate more favourable pricing.

We will also be able to reduce costs by eliminating duplicate
functions. For example, the consolidation of duplicate sales and
marketing and administrative functions has already realized
savings. There will also be some synergy opportunities within
the plants in Portsmouth and Danvers as we examine the
most cost effective production of our combined product lines.
There will also be opportunities to consolidate logistics.

Over the past two years, FPI has worked aggressively to
cut internal costs by managing inventory levels, reducing
payment collection times, optimizing trade spending,



automating certain functions and streamlining various
processes. This knowledge can be applied to help optimize
operations within High Liner's facilities.

Lean manufacturing

During 2007, High Liner U.S.A. implemented lean
manufacturing throughout its operation. Lean is management
methodology focused on increasing profitability through
continuous improvements. At the core of lean is consistent,
dependable and timely information that aligns management
and employees around a true picture of performance and
informs decisions aimed at optimizing plant floor operations.
To implement lean we have used the defined set of tools and
techniques to evaluate and improve our processes and use of
resources to increase productivity and decrease production
costs while maintaining or improving quality.

During 2008, we will be focused
on adopting the best practices
of both High Liner and FPI to
take advantage of every cost
saving opportunity and create
an even stronger organization.

During late 2006 and 2007, nearly all U.S. employees
were trained in lean principles. As a first step to creating
the information required to drive the lean transformation,
High Liner U.S.A. completed several value stream maps -
a tool that is used to analyze every process or activity in

a manufacturing operation - to identify those activities
that add value and those that do not. As a result of the value
stream mapping, several kaizen were initiated. Kaizen is a
Japanese word that means gradual and orderly; with kaizen
a company implements continuous improvements.

Lean initiatives reduced costs by approximately $1 million
in 2007 alone, benefits that we expect to increase as High
Liner's understanding and implementation of lean principles,
tools and techniques expand.

Both FPI and High Liner
have solid expertise in
worldwide procurement

of seafood, procuring 35
species from 30 countries.
Combining our purchasing
power will allow us to capture
significant cost savings.
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High Liner ensures the safety and quality of our
products through a nine-step Quality Assurance
Program that includes rigorous on-site audits and
supervision, product analysis, continuous monitoring,
traceability, tamper-proof shipping containers and
inspection by third party certified laboratories.

m
Sa,fety

Both High Liner and FPI have rigorous product
quality and safety assurance standards that are
among the most stringent in the industry, often
exceeding those prescribed by the Canadian Food
Inspection Agency and the U.S. Food Safety and
Inspection Service.



Our standards are among the most stringent in
the industry, often exceeding those prescribed by
the Canadian Food Inspection Agency and the

U.S. Food Safety and Inspection Service.

Continuing
Commitment

High Liner has been a respected name in seafood since 1899.
Generations of children have been raised on our seafood by
parents who trust our products. We continued to earn that
trust when we became Canada'’s first seafood company to
eliminate trans fats across our entire line of products. We
took this comprehensive measure to ensure every one of our
products would give our customers a healthier meal choice.

The quality - and the safety - of our seafood are further
secured by applying the same comprehensive standards

to every supplier qualified to deliver seafood to High Liner.
These standards are among the most stringent in the
industry, often exceeding those prescribed by the Canadian
Food Inspection Agency (CFIA) and the U.S. Food Safety and
Inspection Service.

To achieve this, we've implemented a unique web-based
procurement system that ensures traceability and
accountability. Suppliers, customs brokers, the CFIA and
High Liner's quality control professionals - everyone involved
in a transaction - have access to real-time tracking of all

seafood products from their point of origin to their final
destination. This helps guarantee that our standards are
being met throughout the procurement process.

Every facility processing or handling High Liner product
in North America or overseas is HACCP (Hazard Analysis
and Critical Control Point) certified and required to meet
standards of cleanliness and quality control. In 2007, we
undertook independent third party audits of our facilities
to ensure our quality control systems are as effective

as possible, and we are constantly exploring ways to
strengthen our quality control procedures.

Seafood production in Asia

In 2007, important questions were raised about the safety
of seafood products from China, particularly aquaculture -
or farmed - products. As one of North America’s leading
seafood producers, we take these concerns very seriously
and are constantly striving to provide consumers with the
facts they need concerning our products.

2007 Annual Report
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Continuing Commitment to Quality

No matter where they are harvested, all
High Liner products are processed, packed
and inspected according to all legal
requirements in the U.S. and Canada.

China is the world's largest seafood producer,
accounting for more than 35% of global
production. Nearly every major seafood
company in the world conducts business
with Chinese suppliers or processors.

High Liner deals only with a select group of
Chinese suppliers, all of whom understand
and apply our standards to their processing
and handling. We have employees in China
overseeing production to ensure our quality
standards are met. Production facilities
undergo continuous inspections, and all
High Liner products are subject to our
Quality Assurance Program.

While labeling laws require that many of
these products bear China as the country
of origin, seafood grown or harvested
in China actually makes up a very small
percentage of our business in that country.
In fact, only two of our major seafood
products - tilapia and shrimp - originate
in Chinese fish farms. These products
are carefully monitored and tested
to eliminate the threat of toxins
and other harmful chemicals
in our seafood, and are subject
to the same quality assurance
procedures as all other High
Liner products.

Quality Assurance Program

No matter where they are harvested,

all High Liner products are processed,
packed and inspected according to all legal
requirements in the U.S. and Canada. We
ensure the safety and quality of our products
through a nine-step Quality Assurance
Program, each step verified by internal and
third party quality assurance experts:

= Supplier screening: We carefully choose
suppliers with whom we will accept
product. All global suppliers undergo a
rigorous on-site audit before production
begins as well as annual audits to evaluate
management, production facilities, quality
controls and manufacturing practices
to ensure they meet or exceed North
American standards.

* Product specification development:
Before production can begin, High
Liner must approve detailed product
specifications.

« On-site supervision: Our on-site quality
assurance technicians (QATs) train
processors in the product specifications
and internal quality controls required.
High Liner also conducts periodic plant
visits to ensure compliance.

* Product analysis: Product samples are
tested and analyzed by third party certified
laboratories and High Liner QATs, in the
product’s country of origin and in North
America to ensure compliance.

« Continuous monitoring: Results of
monitoring tests at processing plants
are delivered electronically to High Liner
on an ongoing basis. If pre-set control
standards are not met, production is
halted and the product rejected until
the problem is identified and corrected.



Source of seafood: High Liner applies its
quality control standards to all seafood
products, whether they are sourced from
oceans and seas or one of our specially
chosen fish and shellfish farms.

Our success as a company depends on

the trust that our customers place in our
ability to provide diverse, affordable seafood
products of uncompromising quality. High
Liner maintains a high level of transparency
in our quality control procedures to ensure

Traceability: Coded packaging allows
High Liner to trace the exact origins of every
product, as well as when it was received
by our distribution centres. Our practices
meet or exceed regulatory standards.

» Tamper-proof shipping containers:
The finished product is placed in secure,
temperature-controlled containers that
are protected by tamper-proof seals that
meet regulatory standards.

» Final inspection: Products are inspected
again when they arrive in Canada or the
United States by quality assurance experts
in our plants and distribution facilities and
by third party certified laboratories.

Sustainability has become a consumer issue around the world.
People want to know that companies are conducting themselves

in a manner that will not only satisfy current needs, but the needs
of future generations as well. For the seafood industry - and High
Liner in particular - sustainability is critical.

We believe that product safety

and sustainability go hand in hand.
In an effort to preserve wild fish
stocks, we support the development
e i s of aquaculture, but it must be done
responsibly and with the highest
standards of microbiological and
chemical testing, to ensure the
safety of the seafood.

our customers can be confident that no
matter which High Liner product they
choose, every possible step has been taken
to guarantee its freshness, quality and safety.

Coded packaging allows High
Liner to trace the exact origins o

f

every product, as well as when it

was received by our distribution
centres. Our practices meet
or exceed regulatory standards.

We are also actively working with our suppliers to encourage
sustainability certification with organizations such as the
Marine Standards Council (MSC). We believe in the principles
of sustainability and are making every effort to increase the
number of our products that come from sustainable fisheries.

Like High Liner, FPl is among the industry leaders in sustainability.

It is a founding member of the Global Aquaculture Alliance and
the Better Seafood Bureau. These organizations work towards
improving practices and standards in the seafood industry. With
the acquisition of FPI, High Liner has gained key insight and
experience, and will use this knowledge to continue making steps
in the evolving field of sustainability.

2007 Annual Report
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“High Liner is committed to good governance. This commitment
reflects our belief that good corporate governance is critical to
our long-term success in the marketplace and satisfying the

interests of our many stakeholders.”

- David J. Hennigar, Chairman

Corporate

Governance

Our commitment

High Liner's commitment to good governance is imbedded in
a series of formal, written documents that allow us to maintain
a culture imbued with our core value of integrity. We do not
wait for laws to be passed to do the right thing. We continually
review our governance structures and practices to ensure that
we are in compliance with regulatory requirements and best
practices, and we endeavour to anticipate financial reporting
and governance developments.

All of our governance charters and policies - including

our Code of Conduct, Corporate Disclosure, Confidentiality
and Employee Trading Policy, and our Business Integrity,
Confidentiality and Ethics Policy - are available on our
website at www.highlinerfoods.com. You can also read our
Statement of Corporate Governance Practices on page 22
of our most recent Management Information Circular, also
available on our website.




Our governance principles

Our governance policies and practices are imbued with four
guiding principles:

Transparency: High Liner has been recognized by the
Chartered Accountants of Canada for our comprehensive
disclosure, specifically for our disclosure on the activities of
our Board of Directors and the quality of our annual reporting.
We have a formal, written corporate disclosure policy that
governs our communications with analysts and non-insiders.
We broadcast our quarterly earnings calls in an open forum
in which any person can participate.

Independence: The independence of our Board of Directors
is critical to effective governance. With the exception of
Henry Demone, our President and Chief Executive Officer, all
directors are unrelated and independent. All other Directors,
including all Directors who are members of Board Committees,
are independent. Additionally, the roles of Chairman and CEO
at High Liner are separate. The Chairman of the Board, David J.
Hennigar, has never been an employee of our Company.

irectOI’S (left to right)

D

David J. Hennigar

Executive Committee (Chairman)
Bedford, NS

Chairman of the Board

Henry E. Demone
Executive Committee
Lunenburg, NS

Robert E. Shea
Audit Committee
Boston, MA

J. Thomas MacQuarrie, Q.C.
Human Resources &
Corporate Governance Committee

Halifax, NS Frederick B. Ladly

Human Resources &
Corporate Governance Committee
Fallbrook, ON

Fred J. Dickson, Q.C.
Executive Committee
Audit Committee
Truro, NS

Integrity: Our governance policies and practices embrace our
own core values. We strive to apply these values in our daily
work: quality, integrity, innovation and the involvement of our
employees in the improvement of our business. Our Business
Integrity, Confidentiality and Ethics Policy requires honest
and ethical behaviour of all High Liner officers, employees and
directors at all times.

Quality of leadership: High Liner's Board of Directors is
comprised of experienced business professionals with a
diversity of experience and viewpoints, each offering unique
perspectives and insights. We have developed a process for
ensuring that our directors have the desired competencies,
skills, backgrounds and personal qualities and support them
with ongoing continuing education.

D. H. L. Buntain

Human Resources &

Corporate Governance Committee
George Town, Grand Cayman,
Cayman Islands, BWI

C. Randolph Bell
Audit Committee
St. John's, NL

J. Robert Winters, Q.C.
Audit Committee

Truro, NS George E. Bishop, F.C.A,

DCL (Acadia)

Human Resources &

Corporate Governance Committee

Hantsport, NS

Robert P. Dexter, Q.C.
Audit Committee (Chairman)
Halifax, NS

Robert L. Pace
Audit Committee
Halifax, NS

David E. Read

Human Resources &

Corporate Governance Committee
(Chairman)

Executive Committee

Halifax, NS
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High Liner is one of the strongest brands in Canada. We enjoy
a legacy that we're determined to enhance through growth
that builds upon our traditional strengths, sound financial
management and progressive disclosure practices.”

- Kelly Nelson FCA, Vice President, Corporate Services & Chief Financial Officer
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Introduction

Management's discussion and analysis (MD&A) provides
management'’s perspective on High Liner, our performance,
and our strategy for the future.

Important Notes

We, Us, Our, Company, High Liner
In this MD&A, these terms all refer to High Liner Foods
Incorporated, and its businesses and subsidiaries.

Review and Approval by the Board of Directors

The Board of Directors, on recommendation of the

Audit Committee, approved the content of this MD&A
on February 18, 2008. This MD&A includes High Liner's
operating and financial results for 2007 and 2006, and
should be read with our Consolidated Financial Statements,
which start on page 46.

Other important documents
High Liner also publishes documents that include additional
information of interest to investors:

* Annual Information Form

* Management Information Circular

* Quarterly reports

These documents are available on SEDAR's website at

www.sedar.com, and in the Investor Information section
of High Liner's website at www.highlinerfoods.com.

Quarterly and Annual Comparisons in this MD&A
Unless otherwise indicated, all comparisons to the fourth

quarter of 2007 are against the fourth quarter of 2006, and

all comparisons to the full year of 2007 are against the full
year of 2006.

Accounting Estimates and Assumptions

The preparation of consolidated financial statements under
Canadian generally accepted accounting principles requires

management estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures
of contingent liabilities at the date of the Consolidated

Financial Statements and the reported amounts of revenue
and expenses during the reporting period. We use accounting
estimates to determine an allowance for doubtful accounts
receivable, estimate amounts owing to customers for various
sales and marketing costs, and other costs to be invoiced to
us after period end but relating to the accounting period in
question. We base our estimates on historical experience,
current trends and various other assumptions that are
believed to be reasonable under the circumstances. If final
amounts differ from estimates, it is expected to have little or
no impact on our financial condition. In our judgment, none
of the estimates discussed in note 1 of the Consolidated
Financial Statements for the period ended December 29, 2007
require High Liner to make assumptions about matters that
are highly uncertain. None of the estimates is considered a
critical accounting estimate.

Forward-Looking Statements

This MD&A includes statements that are forward looking.
Our actual results may be substantially different because of
the risks and uncertainties associated with our business and
the general economic environment. We discuss the principal
risks of our business in Section 7 of this MD&A. We cannot
provide any assurance that forecasted financial or operational
performance in the MD&A will actually be achieved. If it is
achieved, we cannot provide assurance that it will result in

an increase in our share price.

Kelly Nelson FCA
Vice President, Corporate Services
and Chief Financial Officer



Management's Discussion and Analysis

1. Vision, Core Businesses, and Strategy

High Liner has been in business since 1899. Our name has been a fixture in Canadian
grocery retailing for more than eighty years and today Captain High Liner® is one of the
most highly-recognized consumer brand icons in Canada. We are leveraging our Canadian
strength to build upon our established retail presence in the United States and Mexico by
introducing more of North America to the High Liner® brand.

At the end of 2007, High Liner acquired the North American
manufacturing and marketing business of FPI Limited

("M & M Group"), including FPI's prominent food service
business headquartered in Danvers, Massachusetts. (See
Section 5.1 on page 31 and the Business Acquisition Report
filed on SEDAR on March 4, 2008 for more details on this
important acquisition (the “Acquisition”)). Although, our
roots are in the Atlantic Canada fishery, we now purchase
all our seafood raw material and some finished goods from
around the world. From our headquarters in Lunenburg,
Nova Scotia, we have transformed our long and proud
heritage into worldwide seafood expertise. We deliver on
the expectations of the modern consumer by selling food
products that respond to their demands for convenient,
tasty, nutritional food.

1.1 Vision

At High Liner, our reputation for delivering outstanding
seafood products is an advantage in the competitive North
American market. Our vision sets our overall direction:

We will be the leader in value-added frozen seafood
in North America.

We focus on frozen seafood, because we are experts in
this category.
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1.2 Core Businesses

High Liner operates in the North American packaged

foods industry. We process and market frozen seafood
products, and distribute them to retail and food service
customers. We sell our own brands, including High Liner®
and Fisher Boy® and we manufacture private labels. Late in
2007, the Acquisition added the FPI® family of brands to
our portfolio, including FPI®, Sea Cuisine™, Mirabel®, and
Royal Sea®. We own and operate four food-processing plants
in Lunenburg, Nova Scotia; Burin, Newfoundland & Labrador;
Portsmouth, New Hampshire and Danvers, Massachusetts.
The Burin and Danvers plants were part of the Acquisition.
High Liner consists of the following main businesses:

Canadian Operations

Retail

From our sales and marketing headquarters in Toronto,
Ontario, the flagship brand of our business, High Liner®,

is sold to every major Canadian grocery retailer. It is Canada's
leading retail seafood name. The brand includes more than
100 individual products, from our traditional battered and
breaded fish portions to innovative and highly popular
premium products offering a variety of seafood species
that respond to modern tastes. Retail also sells private label
brands to customers. Late in December 2007, Retail also
added FPI® brands and product selections to its line up,
expanding available products and offering unparalleled
variety to Canada's retailers. The FPI acquisition also
strengthens our club store business with its line of
products sold under the Royal Sea® brand.



Food Service

Our Canadian food service business, also headquartered

in Toronto, is growing, due to our increasing ability through
worldwide procurement to provide food service customers
with new products from new species and due to the
Acquisition. Food Service specializes in delivering seafood
and menu expertise to restaurant chains and Canada'’s
leading food service distributors. Food service products are
sold under the High Liner brand and, since the Acquisition,
under the FPI and Mirabel brands. The Acquisition has
created the largest frozen seafood supplier in the food service
channel and has enhanced our ability to provide a wider
selection of products, particularly shellfish. Private labels
are also produced for some of our larger customers.

U.S. Operations

U.S. Retail Brands

From Portsmouth, New Hampshire, our U.S. subsidiary
produces seafood under the Fisher Boy® and High Liner®
brands. Since the Acquisition, the FPI® and Sea Cuisine™
brands, among others, will add to growth in our U.S. retail
business. The business distributes products throughout
the United States and in Mexico. The club store channel
is important to our growth strategy for the U.S. Retail
business, and we sell to all major U.S. club store chains.
We have built business in this channel by introducing
innovative premium products under the High Liner brand,
and the Acquisition has added a solid club store business
under the Sea Cuisine brand.

U.S. Retail Private Label

Our U.S. subsidiary is the largest supplier of retail private
label processed seafood in the United States. We produce
over 50 different labels for U.S. grocery retailers, primarily
breaded and battered fish sticks and portions.

U.S. Food Service

The Acquisition has added the strong and profitable FPI U.S.
food service business to our U.S. operations. The business
will continue to be managed from Danvers, Massachusetts.
Customer channels in this business include food service
operators in multiple restaurant segments, broadline
foodservice distributors, specialty seafood distributors, and
general line food processing companies. FPI is one of the
largest seafood suppliers to this market. Due to the strength
of the FPI brand, this business will continue to be managed
as Fishery Products International, a division of High Liner
Foods. It is particularly recognized for its innovative product

development expertise for the food service channel. As well,

the FPI brand has been in the U.S. market for years and is
highly respected.

1.3 Strategy

Overview
Our overall business is a simple one: we satisfy the seafood

preferences of North American consumers. We realized a few

years ago that we did not have to be a vertically integrated

seafood harvester to achieve this goal. We needed to be, and
already were, seafood experts. We sold our capital-intensive
fishing and primary processing assets in 2003 and 2004 and

our pasta operations in 2006. We now focus exclusively on
creating and marketing top quality frozen seafood.

Our mission statement describes our business:

Our team brings value to our retail, club store, and food service
customers through our commitment to the development and
delivery of high-quality and innovative value-added seafood,
and by providing them with a superior service level.

We increase earnings, and thus shareholder value by:

- Partnering with our customers and suppliers

Developing our brands

- Achieving operational excellence

Providing leadership, development opportunities, and a
safe and pleasant working environment to our employees.

Seafood is a growing category in the food industry. The global

supply of seafood is expanding, and consumer demand is

increasing due to the recognized health benefits and taste of

seafood. Our growth will be based on these trends.

Global Fisheries Production Share

of Capture and Aquaculture

(millions of metrics tonnes)
B Capture B Aquaculture

160 —

140 -
120 -
100 -
80 -

48
0-

60 —
40 -
20 -
91 92 93 94 95 96 97 98 99 00 01 02 03 04 05

Source: FAO FishStat 2007
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Strategic Goals for 2008

Percentage of High Liner Invoice Sales To grow and prosper to become the value-added seafood
from Aquacultured Species category expert in North America, we have established
(%) three key objectives for 2008:

Successful Integration of the Acquisition:

5 - 18.8% Objective 1
16 - Successfully integrating the M & M Group into the High
1‘21 - Liner organization is clearly our number one strategic goal
for 2008. The Acquisition is designed to bring High Liner
much closer to our vision to be the North American leader
06 07

in value-added frozen seafood.

Success will be measured as follows:

* Ensuring that FPI and High Liner people become one
team with shared goals

» Successfully executing our Integration Plan
Growth in the global supply of seafood is due to increased » Growing our business through continuing customer
aquaculture production and the stabilization of wild caught satisfaction with our quality and service
species in most areas of the world. However in recent
years, demand has increased faster than supply, resulting in
significant increases in raw material costs. This increased
demand comes about as a result of increasing interest from
North American consumers as seafood is considered to be a
healthy food choice. In addition, increasing disposable incomes
in countries like Russia and China have increased demand.

* Achieving the identified synergies.

Managing Costs:

Objective 2
Creating efficiencies in our everyday business as part of
our business planning process.

We continue to operate in an environment marked by
inflationary costs of key inputs, including seafood, energy,
and ingredients. This means we must continually seek
improvements in our business processes and procurement
strategies. All parts of the organization will be expected

to contribute cost saving initiatives, while still maintaining
quality and service to our customers. Our shared services
departments that have expanded to accommodate the
requirements of the Acquisition will base their plans on
effectiveness ratios.

As a consumer-driven sales and marketing company, we
focus on matching supply to demand. Procuring seafood

on global markets allows us to provide products based on
consumer preferences. The eating preferences of North
Americans are changing. Value and quality have always been
in demand, but now people want healthier, more convenient
foods. They also want a variety of premium, restaurant quality
food at home. Consumers increasingly choose seafood as

it matches these criteria. These trends will allow us to grow
sales with less capital investment than if we were harvesters
of seafood. Our plants have the production capacity to

L ; Guaranteein ality for Our Customers:
significantly increase volumes. uar ity QU ffor O El §

Objective 3
In addition to organic growth, we continue to consider Ensuring that we have complete trust in the quality and
growth by acquisition as an option. Our acquisition criteria safety of every product we sell.
are strict, however. The target business must be related
to frozen seafood, and must leverage our existing leading Our products use fish and seafood caught and grown around
brands, strong customer relationships, marketing and the world. Many of our products undergo primary processing in
logistics expertise, and product development expertise. Asia. Due to heightened attention in 2007 on product quality
The Acquisition was absolutely aligned to these criteria, from developing countries, we must continue to maintain the
as is fully explained in Section 5.1. trust in High Liner's reputation for quality and safety. WWe must
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make sure that we have complete trust in every product and
ingredient we procure by using best in class traceability and
testing protocols. We must continue to directly supervise our
suppliers and ensure through independent audit that they
are meeting or exceeding all of our quality control standards.
We will communicate our quality assurance standards and
practices to our customers.

Financial Objectives

Our strategy is expected to result in growth in shareholder
value. To measure our performance, we have chosen four key
financial measures to keep our focus on meeting investor
expectations. We have set these measures based on the
performance achieved by comparable food companies in our
peer group in North America.

Benchmark 2007 Actual

Returns
Pre-tax on assets managed 15.0% 15.0%
After tax on equity 10.0% 12.0%
Profitability
Trailing 12-month EBIT as

a percentage of net sales 8.0%" 4.3%
Financial Strength
Interest bearing debt to trailing

12-month EBITDA (not to exceed) 3.0x* 0.9x

* Prior to Acquisition.

Each of these is discussed below.

ROAM is calculated as follows:
Operating EBITDA (as defined on page 35) less depreciation and
amortization = Earnings before interest and taxes (EBIT),

DIVIDED BY

Average assets managed. “Assets managed” include all assets,
excluding employee future benefits, and future income taxes, less
accounts payable. We average the closing assets managed at the
end of each year to determine average assets managed except

for fiscal 2007 where we employed a weighted average for the year.

In 2007 our return on assets managed (ROAM) was 15.0%,
meeting our target.

ROE is calculated as follows:

Net income from continuing operations, excluding after-tax non-
operating transactions and transaction costs (as described in note 10
to the financial statements), less dividends on preference shares

DIVIDED BY

Average common equity. Average equity is calculated as total
shareholders’ equity less preference shares. We average the common
equity at the end of each year to determine our average common
equity, except for fiscal 2007 where we employed a weighted
average for the year.

Our return on equity (ROE) in 2007 was 12.0%, exceeding our
target and our best performance since 2004. We increased
income and leverage and achieved most of our key objectives.

Return on Assets Managed
also known as Return on Capital Employed (%)

Based on EBIT from continuing operations*

03" 04 05 06 07*

0 =

Return on Equity
(%)

Based on net income from continuing operations*

30 —
25 —
20 —
15 —
10 - 12.0%
il
0-
03" 04 05 06 07

* In 2004 and 2003, goodwill has been excluded from assets managed.

1 Includes the operations of the Nova Scotia-based fishing assets sold in May 2003.

1 Monthly weighted average assets was calculated to account for the impact of the
Acquisition. December balances are based on opening balances from the Acquisition
and the Purchase Price Allocations and are subject to change.

* Excluding the after-tax amount for non-operating items and business acquisition costs.
In 2004 and 2003, the book value of goodwill has been deducted from equity.

T Includes the operation of the Nova Scotia-based fishing assets sold in May 2003.

1 Monthly weighted average equity was calculated to account for the impact of the
Acquisition. December balances are based on opening balances from the Acquisition
and the Purchase Price Allocations and are subject to change.
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Trailing 12-month earnings before interest and taxes
as a percentage of net sales is calculated as follows:
All earnings before interest and taxes, excluding non-operating items

DIVIDED BY

Sales, as disclosed on the consolidated statement of income

Our trailing 12-month earnings before interest and taxes
(EBIT) as a percentage of sales is 4.3%. This ratio has
improved towards our target over last year as we continue

to improve performance from continuing operations. We will
be changing this target in 2008 to EBITDA as a percent of
sales and a ratio of 6% to reflect the lower margin businesses
contained within the Acquisition.

Interest bearing debt to trailing 12-month EBITDA
is calculated as follows:

Interest bearing debt, being bank loans, plus current and long term
portions of capital lease obligations and notes payable

DIVIDED BY
Operating EBITDA, which is defined on page 35

Interest bearing debt to trailing 12-month EBITDA is 0.9
times, based on the weighted average interest bearing debt
over 2007. Of course, as explained in Sections 3.1 and 5.1, the
Company has incurred debt to accomplish the Acquisition,
and therefore this extraordinarily low ratio will increase going
forward, and will be particularly high for 2008.

2. Key Performance Drivers

Our performance against our key performance drivers will tell us whether we are
achieving our strategic objectives. We made considerable progress in 2007 by

focusing on these drivers.

2.1 Strengthen Our Brands

Market Share

The retail market shares of our brands speak volumes.

We purchase market share information collected through
third party in-store data collection technologies. WWe measure
share on a rolling four-week, twelve or thirteen-week, and
fifty-two week basis, and can tell quickly whether consumers
are responding to our new product ideas. In Canada, we are
the leader in retail with a market share more than twice the
size of our nearest competitor, and since the Acquisition,
we are also the leader in food service. In the United States,
our Fisher Boy® brand has a strong presence in certain
regions. Market share for our retail brands is discussed in
detail in Section 5.4 of this MD&A. Food Service market
shares are hard to measure, as there is no independent source
that tracks food service sales in a manner comparable to the
retail channel.
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Distribution

We measure retail distribution or “all commodity volume”
(ACV). This is a measure of the volume of the traditional
grocery stores as a percentage of total stores in a market
(Canada or the United States) in which our products are
found. An increase in ACV means that our products are in
more stores and therefore available to more consumers in
more markets. It also means that sales should increase. In
Canada, our ACV approaches 100% as High Liner® products
can be found in virtually all grocery stores. In the U.S. grocery
channel our Fisher Boy® ACV is approximately 24% and

our High Liner® brand ACV is 16%. Since, 2006, ACV for
the Fisher Boy brand has stabilized, and in 2007 the brand
regained its #2 position in the fish stick category. Sales
revenue for Fisher Boy increased over the previous year due
to increased prices and new products. Sales of our High Liner
products in the U.S. have decreased, due to volume decreases
in the traditional grocery store channel and in club stores.

In Mexico, although we do not track ACV, we are a leading
seafood supplier.



While we use ACNielsen® to track our market share and
ACV of our retail brands in traditional grocery stores, this
data excludes club stores and mass merchandisers. Since we
are well represented in these channels our ACV is therefore
actually higher than disclosed by ACNielsen.

Percentage of Overall Sales From Our Brands

Our brands are our core strength. Consequently, most of

our sales are of our branded products. We measure the
percentage of our sales from our brands on a rolling 52 weeks
and strive to keep it at 80%. In 2007, our brand sales were
79% of our total sales. We anticipate this percentage to meet
or exceed our benchmark in 2008.

2.2 Strengthen Our Organization

Productivity

As a result of acquiring two plants as part of the Acquisition,
we now have four manufacturing plants, each with capacity
for growth. We measure throughput, pounds produced

per working hour, and pounds of production on a rolling

12 month basis, to ensure optimum productivity and plant
utilization. We are thoroughly analyzing all of our operations
post-Acquisition with the goal of identifying opportunities for
improvement in productivity and efficiency. We are confident
that our investment in the analysis will contribute to annual
cost savings and improvements in our long-term profitability.

Customer Service

Our strong customer relationships are a competitive strength.
To preserve them, we must consistently strive to exceed
customer expectations. To that end, we measure case fill
rates, our ability to achieve at least 98.5% purchase order
fulfillment to ensure that our customers continue to rely
on High Liner. For 2007, our purchase order fulfillment,
measured on cases of products shipped compared to what
was ordered, was 95.4% in Canada and 98.2% in the U.S.
Problems with the supply of certain species caused the
poorer performance in Canada in 2007.

People

We are building a high-performance organization by investing
in our people. We intend to develop our future leaders from
within, and therefore we are focused on increasing individual
capacity for leadership. We attracted new people in 2007

to fill key positions, including Joanne Brown, Vice President
of Human Resources and Scott Brown, Director of Product
Development. As a result of the Acquisition, Keith Decker,
Chief Operating Officer of Fishery Products International,
our new USA Food Service Division, and Mark Leslie, Vice
President Supply Chain, Fishery Products International, have
joined the senior management team.

2.3 Grow Through Innovation

Overall Sales Increases

Global procurement means that we can access any species
that meets consumer tastes, and therefore we have become
experts in product development. Overall sales increases will
tell us whether our ideas are successful. We aim to achieve
at least a 5% increase in sales year over year. In 2007, our
sales increased 3.1% overall, and 5.2% if the post-Acquisition
sales of FPI are included. However, in Canada, retail sales
increased 8.4% and food service sales increased 6.6%, due
in part to the introduction of new products and species. Sales
decreased slightly in the U.S., as the stronger Canadian dollar
reduced the value of reported U.S. sales by approximately
$3.6 million. When adjusted for the stronger Canadian dollar,
sales for fiscal 2007 increased 4.5% excluding the impact of
the Acquisition.

Sales From New Products

Maintaining our benchmark sales from new products tells

us that we are renewing our product line in a sustainable
way. We measure annual sales and profits from new products
to show us that we are reaching consumers with new and
consistently reliable food choices. In 2007, sales from new
products launched in the previous twenty-four months were
$42.7 million.
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3. Capability: Resources and Core Competencies

High Liner has both the financial and operational resources to achieve our objectives.

3.1 Liquidity and Capital Resources

We ended 2007 in a strong financial position. At year end
and including the financing for the Acquisition:

= Cash of $7 million
= $61.3 million in short term debt

» $52.6 million in long-term obligations, including
current portion

+ Total interest bearing debt is 45% of total capitalization

= $120.0 million in committed lines of credit (22% available
at year end)

Prior to December 20, 2007 and closing the Acquisition, we
had total short term debt of only $10.4 million, 13% of total
capitalization, and virtually no long-term debt.

Debt

To achieve the Acquisition, High Liner entered into new
long-term funded debt of $53.6 million. All real property

and equipment and personal property have been pledged as
security for this new debt. For the first 24 months of the term,
only interest is payable. Repayments are based on a twelve-
year amortization schedule, and the full repayment is due on
December 20, 2012.

Also as part of the Acquisition, the Company secured a new
$120.0 million asset based working capital facility with CIT,
as collateral agent, and RBC as administrative agent for the
operating purposes of the Company. This replaced the
$40.0 million facility in place at the time of the Acquisition.
This new facility provides for the following:

» Canadian dollar Prime Rate loans and U.S. Base Rate loans
in U.S. dollars at Prime or Base Rate plus 0.00% to 0.125%;

» Bankers’ Acceptances (BA) loans at BA rates plus 1.00%
to 1.375%; and

» [IBOR advances at LIBOR plus 1.00% to 1.375%.

The rates change depending on financial leverage ratios.
At the end of 2007, the Company is borrowing at higher
rates due to the Acquisition funding. Full details of the new
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financing arrangements are included in Notes 6 and 7 to the
2007 Financial Statements, commencing on page 51 of this
Annual Report.

Prior to the Acquisition on December 20, 2007, average
short-term borrowings in 2007 were approximately

$8.9 million, compared to $21.1 million in 2006. We had
higher than expected inventory levels during the year due to a
reduction from three production lines in the Lunenburg facility
to two, requiring higher inventory to utilize capacity, and a
change in distribution in Canada to ship only full containers
from suppliers to certain outside warehouses. Both of these
initiatives result in higher inventory but operationally result

in cost savings for the Company. At December 29, 2007,

our bank loan was $61.3 million and our unused available
credit on pre-arranged short-term working capital borrowing
facilities was $26 million, based on margin calculations. We
expect available credit to continue to increase throughout
2008 as we achieve the Integration Plan for the Acquisition.

On December 30, 2006 we had letters of credit outstanding
in the amount of US$3.4 million. These were extinguished
during the year and new letters of credit were created during
the year as required for the procurement of seafood products
from overseas. On December 29, 2007 we had new letters

Net Debt to Capitalization
(in $000's)

45% ratio of net debt to total capitalization

250,000 — — 25,000

EBITDA

200,000 — - 20,000 15,054
Preference Shares

150,000 — - 15,000

100,000 — - 10,000 Common Shares
80,601

50,000 — - 5,000
I I Net Debt*
0— —0 106,787
03 04 05 06 07
B Net Debt m Common Shares Preferred Shares = EBITDA

* Debt reduced by cash balances.



of credit outstanding in the amount of US$6.2 million to
secure obligations for the purchase of seafood, to secure
lease obligations with respect to a leased cold storage facility
acquired as part of the Acquisition, and $3.7 million to secure
certain obligations under the Company's supplemental
executive retirement plan.

Working Capital

Without accounting for the impact of the Acquisition, net
working capital balances are lower than they were a year
ago. Inventory did increase year over year due to the reasons
described above. Accounts receivable are slightly higher,

in line with increased sales. Accounts payable are higher
than last year due to higher inventory levels and a mark

to market valuation of foreign exchange contracts, which
contain unrealized losses of $2.6 million at the end of the
year. See note 1(c) to the Financial Statements with respect
to the accounting policy applicable to financial instruments,
introduced at the beginning of 2007.

As a result of the Acquisition, working capital is markedly
higher at the end of the fiscal year than at the end of 2006.
An income tax receivable of $1.9 million is included in the
working capital acquired in the Acquisition. See note 2 to
the financial statements.

Cash Flow

Cash flow provided by continuing operations before changes
in non-cash working capital items for 2007 increased from
the same period last year, mainly due to improved results
from operations.

Free cash flow' was $5.9 million for the year ended
December 29 2007, compared to $16.9 million for the year
ended December 30, 2006. Cash flow from operations
increased by $1.6 million during the most recent year due

to an increase in operating income as explained in Section
5.3. As well, working capital in 2007 increased due to higher
inventory and receivables, using cash, while in 2006 working
capital decreased by $10.7 million.

The table below reconciles our Free Cash Flow with
measures that are in accordance with generally accepted
accounting principles.

$000's 2007 2006
Cash flow from operations

before changes in non-cash

working capital* $ 1,407 | % 9,784
Gross capital expenditures** (3,890) (3,614)
Changes in non-cash

working capital* (1,612) 10,719
Free cash flow $ 5905 | $ 16,889

* Per Cash Flow Statement.
** Per note 13 to the Consolidated Financial Statements.

Capital Expenditures

Gross capital expenditures for 2007 were $3.9 million
compared to $3.6 million last year. Efforts to improve our
existing facilities and equipment continued in 2007, although
our primary focus was on completing the Acquisition and
therefore some planned projects were deferred.

We plan to invest approximately $10.7 million in capital assets
in 2008. Approximately $0.7 of our capital expenditures in
2008 is for strategic initiatives to integrate the Acquisition.
Cash generated from operations and short-term borrowings
will fund capital additions in 2008.

Capital Structure

Detailed information regarding the designation and number
of each class of shares outstanding and of each class of
security convertible into shares is disclosed in note 8 to

the annual financial statements.

Equity

The book value of our Common shares at the end of 2007
was $6.01 compared to $4.97 at the end of 2006. Until
2007, we implemented normal course issuer bids in each
of the years 2004 to 2006 due to our confidence in the
underlying value of our business. Up to May 4, 2006 we
purchased 422,518 common shares at an average price of
$9.46 for an aggregate consideration of $4.0 million, of

1. Free cash flow is defined as cash from operations, reduced by capital expenditures and adjusting for changes in working capital (excluding
changes in cash, marketable securities, and short-term debt). Management believes this is a useful performance measure as it approximates
cash available to pay interest, income taxes and dividends. As companies are financed differently, free cash flow is useful in comparing
companies. However, free cash flow does not have a standardized meaning prescribed by generally accepted accounting principles and
therefore may not be comparable to similar measures presented by others. Free cash flow has been calculated and presented in a manner

consistent with prior years.
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which 5,000 common shares at an average price of $9.31
were purchased in fiscal 2006. Due to our focus on the
Acquisition, we did not implement an issuer bid after the
most recent bid expired on May 11, 2007.

As part of the Acquisition, the share capital of the Company
was altered. As part of the purchase price, 3,000,000
common shares and 1,200,000 of a new class of Series A
Preference Shares were issued to the Vendor. Subsequent to
year end, the Company called all of its outstanding Second
Preference Shares for mandatory redemption on February 20,
2008. These shares were redeemed at their par value of $100
each plus any accrued and unpaid dividends at the redemption
date equal to $0.83 per share. Further, the majority of the
holders of these shares have subscribed for 798,620 Series A
Preference Shares with a par value each of $25, from treasury,
for total proceeds of $19,965,500. Including the 1,200,000
Series A shares issued in the Acquisition, effective February 20,
2008 there will be 1,998,620 Series A Preference Shares
outstanding for a total par value of $49,965,500. Full details
with respect to changes in the capital structure of the Company
can be found in note 8 to the annual financial statements.

Dividends

Current year dividends on the Second Preference Shares

in the amount of $1.2 million for 2007 were paid in full
during the year. In 2006 we paid dividends of $1.2 million
on these shares. Dividends fluctuate in relationship to prime
bank rates.

In 2006 and 2007 we paid quarterly $0.05 dividends on
our common shares. The dividend policy on common shares
reflects our confidence in our growth strategy.

On February 18, 2008, the Directors approved a quarterly
dividend of $0.05 per share on the Company's common
shares payable on March 15, 2008 to holders of record on
March 1, 2008. It is the Company's intention to declare
quarterly dividends on its common shares in 2008. Further,
on the same date the Directors also approved a quarterly
dividend of $0.125 per share on the new Series A Preference
Shares payable on March 15, 2008 to holders of record on
March 1, 2008. Dividends were paid on the Second
Preference shares accrued to the date of redemption on
February 20, 2008 in the amount of $0.2 million.
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3.2 Operational Resources

Our organic growth plans can be achieved without significant
operational expansion.

Our existing operational resources include:

Plant Capacity

Our four manufacturing facilities have ample production
capacity to meet forecasted demands. Our product
development expertise is not limited to our own production.
We do purchase significant quantities of frozen fillets as
finished goods, and some of our new value-added premium
products are purchased as finished goods.

Distribution Centres

Both our Lunenburg and Portsmouth facilities include
large distribution centres. As part of the Acquisition, we
have acquired a leased U.S. distribution centre in Peabody,
Massachusetts, which is operated for us under contract
by Atlas Cold Storage. We also have Directors of Logistics
in each location to ensure that the warehousing and
transportation of our products is handled in cost-effective and
customer service oriented methods. As noted in Section 1,
our supply chain is under intensive review to achieve
optimization, and we will report on the progress of this
initiative throughout 2008.

Technology

Our business is simplified through an enterprise wide business
management system, using the latest version of Oracle®
software. We have also developed a proprietary Internet-
enabled procurement system that allows us to manage
procurement on-line in real time. Business intelligence software
allows us to manage our information on a real time basis to
help us make business decisions quickly, manage inventory
and provide more informative financial disclosure. We have
ensured that we are equipped to respond to customer demands
for electronic transmission of business documents, including
invoices, purchase orders, and payment confirmations.



3.3 Core Competencies

Our core operational competencies are:

Brand Equity

High Liner® is the leading Canadian seafood brand, with

a 41.6% retail market share on a 52 week basis ending
December 22, 2007. We are the preferred seafood brand,
and the value of our leadership position is not recorded in
our financial statements. The strength of our brand reputation
can be leveraged into growth with new species, in new
channels, and to new customers.

Procurement Expertise

We are seafood experts, and therefore we can procure
seafood on world markets from a position of strength. Our
procurement group's proprietary Internet-based procurement
and inventory management system enables the purchase
of approximately 35 species of seafood from geographically
diverse suppliers in approximately 30 different nations. The
results are lower raw material costs, better predictability of
raw material supply and pricing, high quality, and reduced
risk. Our expertise has also allowed us to competitively
outsource low value-added, labour intensive products to
other processors, freeing capacity in our own plants for
more specialized, and higher value-added products. Lastly,
our procurement knowledge has provided the freedom to
develop products based on changing consumer tastes. We
can be flexible, and now we more nimbly respond to trends
and tastes as they emerge. The Acquisition has provided new
opportunities to leverage our size as a buyer of significance
on world markets.

Customer Relationships

We have been supplying food products to major grocery
retailers for decades. We have developed strong relationships
with our customers through excellent customer service and
brand recognition. We reach our consumers through these
exceptionally strong customer relationships. We sell to most
of the retail chains and to the major club stores in North
America and most food service distributors in Canada and
the U.S. We have ensured that our infrastructure is capable
of meeting the exacting demands of these customers, for
both excellent products and service delivery. As part of the
Acquisition, we acquired a leading supplier position in the
U.S. food service channel and strengthened our club store
position. The FPI business has an equally strong reputation
for customer service and product quality.

Innovative Products

Innovation is one of our core values. During the year we
launched many new products. Our premium products in
Canada have been an excellent example of our innovation
in seafood products in the Canadian marketplace. Increasing
the depth of our product line by adding new species from
aquaculture such as tilapia and basa has allowed us to
develop even more innovative products. The Acquisition
has brought to High Liner additional product development
resources dedicated to the FPI family of brands. A strong
team in Danvers, Massachusetts is focused on the premium
quality segment for the food service channel, and has
delivered award-winning innovation to customers.

Governance

Our 2007 Annual Report, and our 2007 Management
Information Circular include full details of our governance
structures and processes. Our approach to governance
disclosure has been recognized as best in class.

We maintain a set of disclosure controls and procedures
designed to ensure that information required to be disclosed
in filings made pursuant to Multilateral Instrument 52-109
is recorded, processed, summarized and reported within

the time periods specified in the Canadian Securities
Administrators’ rules and forms. Our Chief Executive Officer
and Chief Financial Officer have evaluated the effectiveness
of our disclosure controls and procedures as of December 29,
2007. They have concluded that our current disclosure
controls and procedures provide reasonable assurance that
(i) information required to be disclosed by the Company

in its annual filings or other reports filed or submitted by it
under applicable securities legislation is recorded, processed,
summarized and reported within the prescribed time
periods, and (ii) material information regarding the Company
is accumulated and communicated to the Company’s
management, including its Chief Executive Officer and

Chief Financial Officer in a timely manner.

In addition, our Chief Executive Officer and Chief Financial
Officer have designed or caused to be designed under their
supervision, internal controls over financial reporting to
provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements
for external purposes. There have been no material changes
to the Company's internal controls during the year.

2007 Annual Report 29



Management's Discussion and Analysis

4. Other Items Important to
Understanding Our Results

4.1 Accounting Standards

In 2007 we adopted new required accounting standards as
reflected in the Canadian Institute of Chartered Accountants
(CICA) Handbook Sections 1530 Comprehensive Income,
3855 Financial Instruments -Recognition and Measurement,
3861 Financial Instruments - Disclosure and Presentation,
and 3865 Hedges. Full explanation of the impact of adopting
these new policies can be found in note 1(c) to the annual
financial statements at page 54.

4.2 Transactions with Related Parties

The Company's business is carried on through the parent
company, High Liner Foods Incorporated, and a wholly owned
operating subsidiary, High Liner Foods (USA) Incorporated
(which now includes Fishery Products International as an
operating division). These two companies purchase and/

or sell inventory between them, and do so in the normal
course of operations. As well, the parent company provides
management and IT services to the subsidiary. The

two companies lend and borrow money between them.
Periodically, capital assets are transferred between companies.
On consolidation, revenue, costs, IT services, gains or losses,
and all inter-company balances, are eliminated.

In 2006 we converted US$28.7 million of inter-company
debt to equity. Additional related party transactions, those
with third parties, are described in note 17 of the annual
financial statements.

4.3 Interest

Interest expense in 2007 decreased over 2006 as a result of
lower average short-term bank loans as a result of improved
operating results. We expect our short-term bank loans

in 2008 to be higher than those of 2007 due to increased
working capital requirements arising from the Acquisition.
Interest expense includes 9 days of interest on money
borrowed to finance the Acquisition.
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4.4 Other Expense

Other expense represents costs related to the integration
planning of the Acquisition, primarily consulting fees.

4.5 Income Taxes

High Liner's effective income tax rate from continuing
operations in 2007 is an expense of 34.7%, compared

to 45.6% for 2006. Our statutory rate for 2007 is
approximately 36%. Our effective rate is lower than

the statutory rate, as our U.S. subsidiary’s net future tax
asset was fully allowed. See note 11 to the annual financial
statements for full information with respect to income taxes.

4.6 Discontinued Operations

On July 27, 2006 the Company sold its Italian Foods
division for proceeds of $1.7 million ($1.1 million cash and
$0.6 million note receivable). In addition, the Company
collected $0.8 million of trade receivables and paid

$1.2 million of accounts payable relating to the Italian
Foods operations. Since the sale represented an exit from
the Italian Foods category and cash flows from the business
were eliminated from ongoing operations upon the sale,
results for discontinued operations are presented separately
and comparative figures have been restated. Prior to being
reclassified as discontinued operations, the Italian Foods
business operated as part of the Company’'s USA Operating
entity segment. The sale resulted in no gain or loss, as the
assets of the operations were written down to fair market
value in 2005.

Also in 2006, the Company reversed a payable relating to
the disposal of its Arnold's Cove primary processing plant
on October 8, 2004. The disposal was accounted for as
discontinued operations and the payable reversal of pre-
tax $0.4 million has been included in the non-operating
transaction line along with other discontinued operations
transactions for the period as noted above.



Full details with respect to the accounting for discontinued
operations is included in note 3 to the annual financial
statements.

4.7 Contingencies

Arising out of our sale of our fishing assets in 2003, we

have sued the purchasers of the shore based assets of

Scotia Trawler Equipment Limited to recover $1.0 million of
the purchase price withheld pending resolution of land title
issues. As far as management is concerned, our obligations
under the agreement have been met, and we intend to pursue
the claim to a satisfactory end.

4.8 Contractual Arrangements

As part of the Acquisition the Company entered into an
agreement with the Province of Newfoundland and Labrador
(the Province) with respect to its operations in Burin,
Newfoundland. The Company has agreed to maintain
specified volumes of production in the plant until

December 2012. Failure to maintain these volumes will
result in a payment to the Province of $0.07 per Ib for each
Ib of volume shortfall. In addition, over the period ending in
December 2012 the Company has committed to spend

$3 million, in product development activities in the Province
and new equipment for Burin. Of these expenditures, 60%
must be research and development expenditures.

If the Company ceases permanent operation of the plant in
Burin it must pay the Province $12,500 for each unionized
worker that has been employed at Burin losing employment
in the year of closure to be used as a worker transition fund by
the Province. Based on current employment levels this would
be approximately $2.3 million. The Company has current
operating plans for Burin but may or may not maintain the
agreed upon production levels in each year of the agreement.

The Company has also agreed not to sell its USA operations
during the period ending 2012 without making a payment to
the Province of $5 million. There is no current intention to sell
any assets.

5. Performance

5.1 The Acquisition

On December 20, 2007, High Liner acquired the M & M
Group of Fishery Products International, Limited. Since the
Acquisition was concluded so late in the fiscal year, the
Financial Overview in Section 5.2 discusses the performance
of our business as if the Acquisition had not occurred,
unless otherwise noted. The fiscal year ended December 29,
2007 included only four business days of results including
the Acquisition, and therefore management believes this
approach is necessary to understand operating performance

in 2007. Of course, the audited financial statements reflect
the Acquisition, and this narrative will aim to assist the
reader in understanding both the financial statements and
the underlying operating performance of the business in
2007, together with our views on how the Acquisition will
contribute to High Liner into 2008 and beyond.

The Acquisition is clearly a very significant milestone in
High Liner's history. It has essentially more than doubled
the Company's size, in terms of revenues, assets and
total capitalization. In terms of our vision to be the North
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American leader in frozen value-added seafood, the new High
Liner is now clearly the largest seafood company in Canada,
bringing together two long-standing strong competitors in
the retail, club and food service markets. The Acquisition

has brought to High Liner a complementary food service
business in the U.S., where FPI is one of the top five seafood
suppliers to this channel. The Acquisition will also increase
High Liner's competitive advantage in procuring raw materials
and finished goods, a very important asset in this period of
steadily increasing costs. Because of FPI's particular strengths
in both food service and in seafood categories that have been
less developed at High Liner, particularly shellfish, High Liner
is now able to provide a wider range of products and species
to both new and existing customers.

Industry-wide consolidation continues in the food industry,
and in the seafood sector. Increasingly large customers prefer
suppliers who can provide a full range of products, are category
experts, supply chain experts, and culinary experts. The new
High Liner is all of these. On March 4, 2008, High Liner filed
a Business Acquisition Report that fully discloses the terms of
the transaction, and includes financial statements for the
acquired business. The Report is available at www.sedar.com.

Sales in the four business days of operations were $5.5 million
and Operating EBITDA was $0.5 million. If the Acquisition
had been completed at the beginning of 2007, based on
unaudited numbers for the M&M Group for 2007, High
Liner's 2007 financial highlights would include:

Year ended December 29, 2007 (in millions) M&M®® HLF Consolidated
Sales $ 368.4 $ 275.4 $ 643.8
Operating EBITDA®® 17.2 151 32.3
Depreciation 2.8 3.1 59
Earnings before interest, taxes and other income/expense $ 14.4 $ 12.0 $ 26.4

(1) See Operating EBITDA definition page 35.

(2) No inter-company transactions have been eliminated, although any would have been immaterial.

(3) Unaudited - results to December 20, 2007 were prior to the Acquisition.

(4) EBITDA increased to eliminate one time incentives and stock option expense related to the Acquisition of $1.2 million.

5.2 Financial Overview

Sales as Reported
(in $000's)

300,000 -

OGS = 275,391
200,000 —
150,000 —
100,000 —
50,000 —
o0~
03 04 05 06 07

Sales increased in 2007:
» Strong retail and food service sales in Canada

« Higher sales of Fisher Boy products in U.S.

Decrease from 2003:
» Stronger Canadian dollar reduces the translated
value of U.S. sales

» Sale of Nova Scotia-based fishing assets in
May 2003

W Sales at a constant foreign exchange rate of $1 CAD equal to $1USD,

excluding sales from Nova Scotia-based fishing assets sold in May 2003.

B Impact of change in the USD/CAD exchange rate.
Sales from Nova Scotia-based fishing assets sold in May 2003.
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Operating EBITDA from Continuing Operations
(in $000's)

30,000 —
25,000 -

20,000 —

15,000 — 15 054
10,000 —
5000 — I

Operating EBITDA improved in 2007:

* Input cost increases offset by price increases
* Lower freight and storage costs
* Lower fixed marketing costs

Reduction from 2003:

« Higher input costs
* Loss of distribution in U.S.
» Sale of fishing assets

B Operating EBITDA including the operations of the Nova Scotia-based
fishing assets sold in May 2003.

B Operating EBITDA excluding the operations of the Nova Scotia-based
fishing assets sold in May 2003.

Net Income from Continuing Operations '
(in $000's)

12,000 —

10,000 —
8,000 —
7,525
6,000 —
4,000 -
2,000 -

Net Income increased in 2007:
» Strong performance in Canada

* Improved performance in the U.S.

Reduction from 2003:
* Sale of the Nova Scotia-based fishing operations

* High input costs

T Excluding the after-tax amount for non-operating items and business acquisition transaction costs.

* Includes the operations of the Nova Scotia-based fishing assets sold in May 2003.

EPS Based on Net Income from Continuing Operations
$

100 -

0.80 —
0.60 -
040 -
0.20 - I I

1 Excluding the after-tax amount for non-operating items and business acquisition transaction costs.

* Includes the operations of the Nova Scotia-based fishing assets sold in May 2003.
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5.3 Consolidated Results

Selected Annual Information

The table below summarizes key financial information for our last three fiscal years.

(All amounts in thousands, except per share amounts and exchange rates) 2007* 2006 2005

Sales

Canada $ 169,106 $ 156,144 $ 142,214

United States $ 106,285 $ 105,581 $ 107989

Total $ 275,391 $ 261,725 $ 250,203

Net income from Continuing Operations:

Total $ 6,917 $ 5123 $ 3,854

Basic Earnings per Common Share $ 0.55 $ 0.38 $ 0.26

Diluted Earnings per Common Share $ 0.54 $ 0.38 $ 0.26

Net income:

Total $ 7,289 $ 4,330 $ (40,469)
Basic Earnings per Common Share $ 0.58 $ 0.30 $ (3.93)
Diluted Earnings per Common Share $ 0.57 $ 0.30 $ (3.93)
Total Assets $ 300,454 $ 13,177 $ 127,253

Total Long-term Financial Liabilities $ 51,968 $ 477 $ 633

Cash Dividends Per Share:

Common Shares $ 0.20 $ 0.20 $ 0.20

Second Preference Shares $ 6.05 $ 5.87 $ 5.18

Capital expenditures $ 3,890 $ 3,614 $ 4149

Average Foreign Exchange Rate for the Year (USD/CAD) $ 1.0747 $ 11342 $ 1.2122

* Including the impact of the Acquisition.

Seasonality

Quarterly operating results fluctuate throughout the year.
Summary information for each of the eight most recently
completed quarters is presented on page 78 in this
Annual Report.

Operating results in the first quarter are historically strongest
as retailers promote seafood during the Lenten period. The
fourth quarter is historically the second strongest quarter as
several festive occasions occur during this time that increase
demand for our products. The second and third quarters are
more challenging. Consumers spend more time outdoors
during the warmer months and use ovens less often,
decreasing demand for our products.

As a retail-oriented business, we spend significant amounts
on consumer advertising and new product launches.
Although the related activities benefit more than one
period, the related costs must be expensed when the initial
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promotional activity takes place. The accounting periods
during which we choose to make these expenditures may
change from year to year, and, therefore, there may be
fluctuations in income related to these activities.

Due to the strong sales performance in the first quarter,
inventory levels are also seasonally high at the end of the
year and throughout the first quarter. This coupled with the
seasonal closure of plants in Asia during the Lunar New Year
period, results in significantly higher inventories in January,
February and March than during the rest of the year.

Going forward, we expect seasonality to be similar to
past trends.

Sales

Total sales for 2007 increased compared to last year.

Price increases implemented increased sales in dollars by
$6 million. These price increases have the effect of reducing



volumes for a period after they become effective. Pounds
sold in 2007 increased 0.1% from 2006. The increase in
sales dollars results from price increases and strong sales in
Canada, both retail and food service, and from improved sales
of Fisher Boy in the United States.

Foreign Exchange

The Canadian dollar strengthened in 2007, which was up
5.25% over 2006 (based on the average daily exchange

rate of $1.0747 in 2007 compared to $1.1342 in 2006).
Because we report financial results in Canadian dollars, a
strengthening Canadian dollar has the effect of reducing the
Canadian dollar value of U.S. dollar denominated sales, which,
prior to the Acquisition, comprise approximately 39% of
total sales. The stronger Canadian dollar reduced the value of
sales in 2007 by approximately $3.6 million. Based on sales
in 2007, we estimate a $0.01 change in the US/Cdn dollar
exchange rate will impact sales by approximately $1.0 million.
The addition of FPI means that in 2008 approximately 50%
of our sales will be in the USA and we estimate that on the
combined business a $0.01 change in the US/Cdn dollar
exchange rate would affect pretax income by approximately
$3.0 million.

A strengthening Canadian dollar has a positive impact on
earnings. Because the majority of U.S. dollar denominated
sales also have U.S. dollar denominated input costs, only

the profit on these sales is subject to foreign exchange risk.
However, most raw materials for Canadian dollar sales are
purchased in U.S. dollars. A strengthening Canadian dollar,
therefore, reduces the cost of raw materials for products
sold in the Canadian market. During the year, we had hedged
the majority of our purchases, which resulted in an average
exchange rate of 11098, compared with an actual average
floating exchange rate of 1.0747. Based on current operations,
including the Acquisition, we estimate a $0.01 change in the
US/Cdn dollar exchange rate, before hedging and changing
seafood market conditions, will impact after-tax income by
approximately $1.2 million. The Company buys raw materials
and finished goods on the global seafood market and

increases in exchange rates or in the underlying U.S. dollar
seafood costs will affect competitive market conditions with
the company's customers.

EBITDA

Our consolidated Operating EBITDA from continuing
operations in 2007 increased from fiscal 2006 due to price
increases, which offset the increased seafood raw material
and other costs that we experienced in 2006 and 2007,

as well as increased sales value in Canada and volume from
new products.

The table below reconciles our Operating EBITDA with
measures that are in accordance with generally accepted
accounting principles.

$000's 2007 2006
Gross profit, per

financial statements $ 54189 | $ 49,311
Commission income 33 =
Selling, general and

administrative expenses,

per financial statements (38,998) (36,170)
Foreign exchange,

per financial statements (170) 427
Operating EBITDA $ 15,054 | % 13,568

We discuss Operating EBITDA, sometimes referred to
simply as EBITDA, and both terms are used interchangeably
in various places in this document. We also refer to
Operating EBITDA of our Canadian operations and of our
U.S. operations. These are calculated in the same fashion

as described above and can be reconciled to our segment
disclosure note 13 to the consolidated financial statements.

The reason for the increase in Operating EBITDA from 2006
is discussed by business in section 5.4 on the next page.

Operating EBITDA

is earnings before interest, taxes, depreciation and amortization, other expense, business acquisition transaction costs, and non-operating
transactions as disclosed on the consolidated statements of income. Management believes that this is a useful performance measure as
it approximates cash generated from operations, before capital expenditures and changes in working capital and excludes non-operating
items. Operating EBITDA also assists comparison among companies as it eliminates the differences in earnings due to how a company
is financed. However, Operating EBITDA does not have a standardized meaning prescribed by generally accepted accounting principles
and therefore may not be comparable to similar measures presented by others. Operating EBITDA has been calculated and presented in

a manner consistent with prior years.
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5.4 Performance by Business

Canadian Operations

Operating EBITDA"in Canada for the year increased 12%
compared to last year, due to Canadian retail price increases
and new product launches. Likewise, Canadian food service
increased prices on processed products, and lower freight and
storage costs and new products improved Operating EBITDA.
The strengthening Canadian dollar mitigated seafood cost
increases in the Canadian marketplace.

Overall Canadian operations performance improved in
2007, increasing sales by 7.3% due to strong sales in both
retail and food service. Higher selling prices are allowing

us to recover part of the incremental input cost increases
from prior years when input costs were increasing at a faster
rate than selling prices. The launch of new products has also
contributed to improvements.

Our Canadian operations are healthy. Due to our strong
market position and the Acquisition, we anticipate income
next year to increase over 2007.

Canadian Retail

Sales of our High Liner® retail business in Canada increased
8.4% in 2007 compared to last year due in part to the effect
of price increases introduced in 2006. Sales in pounds were
up 1.2%. Our retail business increased as a result of strong
sales of raw fillets and introduction of new products. This
increase was the result of continued success of wild salmon
and tilapia products, both of which were introduced in late
2004 as part of our strategy to expand our presence in
supermarkets. We continue to develop new products for
this department, as our success demonstrates that we are
addressing the preferences of our customers and consumers
who shop in this department.

High Liner's Canadian overall seafood market share? for the
fifty-two week period ended December 22, 2007 was 41.6%,
down from 43.0% for the comparable period last year.

1. Operating EBITDA is defined on page 35.

Canadian Food Service

Canadian food service sales in 2007 increased by 6.6%,
1.2% in pounds sold. The business performed well in all
respects: sales for most species and to most customers
were up from last year. The growth was driven by the
introduction of new products and new species.

U.S. Operations

Sales for our United States operations increased by 1.6% in
U.S. dollars due to improved performance of the Fisher Boy
brand. Sales are increasing due to new products launched
during the year, as current customers expanded the Fisher
Boy line with more variety.

Overall, operating EBITDA' for our United States operations
in 2007 was up from last year despite lower sales volume,
and increased costs for seafood raw material. Higher selling
prices are allowing us to recover incremental input cost
increases from prior years when input costs were increasing
at a faster rate than selling prices.

U.S. Retail
High Liner®
The performance of the High Liner brand in the U.S. was
disappointing in 2007. In traditional grocery stores, sales
volume decreased by 5.9% based on volume, due to lost
distribution. In the club store channel, High Liner volume
decreased due to a reduction in cod sales, resulting from
price increases early in 2007, supply constraints, and
loss of distribution. However, the price increases have
improved profitability in this channel, and in U.S. dollars
sales of High Liner are equal to 2006.

Sales volume for our High Liner® brand in U.S. club
stores decreased 13.2%?2 due to a reduction in cod sales,
which declined due to price increases early in 2007 as
noted above. This was partially offset by higher tilapia
sales. Price increases in this channel have improved
profitability. In U.S. dollars, our High Liner brand in

U.S. club stores was flat as we changed our product mix
at club stores to higher value items and implemented
price increases.

2. Market share is estimated by ACNielsen® which tracks all Canadian basic grocery banner stores, excluding club stores/warehouses, and is measured in pounds.
The category reported here is total frozen fish, which excludes all shellfish and entrees.

3. Measured by volume, in pounds sold.
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Fisher Boy®

Fisher Boy® brand sales have increased throughout
2007, due to introducing new products and increasing
volume with existing customers. The breaded seafood
category increased in both volume (5.0%) and in
dollars (7.4%) over the previous year, driven by strong
promotional activity.

Fisher Boy sales volume increased 7.5%? up from

a decrease of 8.9% in 2006. This is in line with an
increase in the fish stick segment of 7.4%, as fish sticks
are the majority of the Fisher Boy product line. Fisher
Boy's value pricing, and strong promotions in the Lenten
period contributed to growth for the first time in five
years, and the brand has regained the #2 position in the
fish stick category.

As part of our strategy to improve the competitive
position of our Fisher Boy products, the transition

of all Fisher Boy products to the High Liner brand is
continuing. Fisher Boy packaging featuring the High
Liner logo alongside the current Fisher Boy logo was
introduced for the 2007 Lenten period and will be
gradually modified to complete the transition to the
Company's core brand. This will make our marketing
spending more efficient as we focus it on one brand, and
displays at retail will be much more visible to consumers
as we will display a wider selection of seafood choices
all under the one umbrella brand.

U.S. Private Label

Our private label business consists of sales of products
produced for a variety of retail grocery chains under the
customer’s logo or label to their specifications, rather than
under our own brand.

During 2007, our U.S. private label seafood sales volume
decreased 3.1%3, primarily due to price increases and to
strong promotions from our competitors’ branded products.

We are a large producer of private label frozen seafood
products for U.S. customers. We continue to have strong
relationships with our private label customers and we did not
lose any customers in 2006 or 2007.

Corporate

In addition to our Canadian and U.S. operations, we also report
in our segmented information note to our consolidated financial
statements that we have unallocated costs. These are corporate
costs that we chose not to allocate to our two main operations,
and include such items as production, and administrative
incentives and costs relating to shareholder matters.

Unallocated costs are higher in 2007 as they include higher
stock option and incentive expenses and the one-time costs
of approximately $1.3 million in connection with the Acquisition.
We incurred additional consulting costs of approximately
$0.3 million in 2006 for accounting and tax consultations
regarding possible acquisitions and capital restructuring, and
due diligence on a potential acquisition.

Outlook

For 2008, Canadian retail will focus on integrating the FPI
brands into its business, growing and supporting recently
launched products, and continuing to develop and launch new
products. Canadian food service will also be focusing on the
integration of the FPI business and will continue to focus on
growing national and regional chain business, and expanding
product offerings, particularly as a result of the Acquisition.
The business is now well positioned to provide customers
with all of their seafood requirements.

Inthe U.S., we will continue to work on growing the High Liner
brand in 2008 by expanding distribution for existing products
and by launching new products. We also believe we will build
on the turnaround for Fisher Boy established in 2007 by
launching new products, continuing the transition of Fisher
Boy to the High Liner brand, and taking advantage of seasonal
promotional opportunities. The Acquisition has also increased
the portfolio of retail brands in the U.S., and the Sea Cuisine™
brand will allow a wider range of offerings to our customers
and will introduce us to new customers. Overall performance
in the U.S. will be significantly enhanced due to acquiring the
FPI Food Service business as part of the Acquisition.

We expect the strong Canadian results experienced in 2007
to continue in 2008, particularly due to the Acquisition.
Commodity pricing on seafood, packaging, product coatings
and cooking oils will continue to put upward pressure

on costs, although we have been partially successful in
increasing prices to offset these increases.
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6. Summary of Results for the
Fourth Quarter Ended December 29, 2007

Without taking into account the Acquisition, revenues during the quarter decreased

from the same period in fiscal 2006.

Canadian food service sales volume measured in pounds for
the fourth quarter of fiscal 2007 decreased 6.7% compared
to the corresponding quarter last year. The decrease is
primarily attributable to a slowdown in the overall channel
during the quarter. Sales in dollars decreased by only 2.1%
due to stronger sales prices on commodity products.

Retail sales volume in Canada for the fourth quarter of
fiscal 2007 increased 1.5%? in pounds compared to the
corresponding quarter last year, and increased in dollars by
8.4% due to price increases and the mix of products sold.

In the U.S., sales volume for our High Liner brand decreased
by 37.8% as a result of price increases earlier in the year, a
reduction in cod sales, and lost distribution. In dollars, sales
decreased by 26.9% as a result of a change in the product
mix particularly in club stores, including tilapia loins, to higher
value items and price increases.

1. Operating EBITDA is defined on page 35.
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Fisher Boy sales volume for the fourth quarter of fiscal 2007
increased 8.1% compared to the corresponding quarter last
year. This reflects the fifth consecutive quarter of growth for the
brand and a renewed interest in the overall breaded category.

U.S. private label seafood sales volume decreased 0.7% in
the same period, which is in line with the decrease in the
category for the period.

Operating EBITDA' from continuing operations for the
fourth quarter, not including the Acquisition, decreased the
result of several factors, including higher input costs and
higher incentives.

Our effective tax rate for the fourth quarter of 2007 is 9.9%,
which is lower than our statutory rate, as income in our
U.S. subsidiary was not subject to income taxes due to a
reversal of an income tax valuation allowance. The higher
effective income tax rate in 2006 was due to 1) U.S. state
taxes paid that are not based on income, and 2) future
income taxes were not recorded on the loss resulting in our
U.S. subsidiary due to the lack of certainty in utilizing such
losses before they expire.



7. Risk Management

High Liner has adopted a strategic approach to risk management. To achieve a superior
return on investment, we have designed an enterprise wide approach, from the top down,
to ensure we can identify, prioritize, and manage risk effectively and consistently across

the organization.

7.1 Board Accountability

The Board of Directors oversees risk management at

High Liner, and has delegated to the Audit Committee the
task of providing reasonable assurance that we appropriately
identify and manage risks. The Audit Committee reviews at
least annually the Company's Business Risk Management
Policies, particularly the Price Risk Management Policy, and
reviews and approves the disclosure of risk factors in this
MDG&A and in other public documents issued by High Liner.
A price risk report is reviewed at each Audit Committee
meeting. The Audit Committee also reviews the Company’s
insurance program.

We have identified seven principal risks that could have a
significant, adverse impact on our performance, reputation

or ability to service our customers and have, in the absence
of controls, a reasonable probability of occurring. Every
principal risk is assigned to at least one member of our senior
management team or to a board or management committee
who has reporting, oversight and operational accountability
for the risk. These risks are regularly reviewed by our senior
management team, and by one or more internal committees
or Board committees, which have governance and oversight
accountability for the risk. This commentary is from a high
level perspective on the nature of each risk and describes the
main practices in place to manage these risks. A more detailed
discussion of these risks is included in our 2007 Annual
Information Form, available at www.highlinerfoods.com or

at www.sedar.com.

7.2 Procurement

Senior management accountability:
Paul Snow Vice President, Procurement

Board oversight accountability: Audit Committee

We are dependent upon the procurement of frozen raw
seafood materials and finished goods on world markets.
The Canadian operation, including the acquired FPI business,
buys as much as $200 million and the U.S. operation buys
approximately $120 million of this product annually. Prices
can fluctuate and there is no formal commercial mechanism
for hedging either sales or purchases. Purchases of seafood
on global markets are principally in U.S. dollars. We hedge
exposures to currency values, and we enter into longer term
(usually one year or less) supply contracts when possible.
All hedging activities are carried out in accordance with our
formal Price Risk Management Policy, under the oversight
of the Audit Committee.

Our strategy is to always have at least two suppliers of
seafood products when we can, and in some cases we have
three or four.

A strong Canadian dollar does offset increases in the U.S.
dollar cost of raw materials, and conversely when the dollar
weakens, it increases our costs.

After substantial increases in 2006, the trend for most
seafood prices is more stable, but we continued to experience
increases throughout 2007, particularly for cod and haddock.
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We expect prices to continue at a higher level than we
have seen in the past few years. This higher cost, spurred by
strong demand for seafood and an increase in cost due to
high world oil prices, is expected to continue into 2008 and
beyond. Price increases implemented in 2007 and further
increases planned in 2008 will offset these higher costs.
The stronger Canadian dollar could potentially mitigate the
impact of cost increases. Our forecasted exchange rate for
2008 of $1.000 Canadian for each US$1.00, compared to
our average purchases for 2007 that were at an average
exchange rate of 1.0794.

As we purchase all seafood that we sell, we have developed
close relationships with key suppliers. These suppliers obtain
seafood from around the world. We currently purchase
significant quantities of frozen raw material and finished
goods originating from Russia, Asia, South America, North
America and Europe. Our supplier base is diverse to ensure
no over-reliance on any source. We also maintain strict
Supplier Approval and Audit Standards. Through audit
procedures, all food suppliers are required to meet our quality
control and safety standards, which in many instances are
higher than regulatory standards. All raw materials are
inspected, to assure consumers that High Liner quality is
consistent, regardless of source or origin.

7.3 Customer Risk

We sell the vast majority of our products to large food retailers,
Supercenters, club stores and food service distributors in North
America. The food distribution industry is consolidating. Our
customers are getting larger, more sophisticated and want to
conduct business with sophisticated, reliable suppliers. We
are an important supplier to our customers because we can
transact business on their terms. We must continue to grow
and stay ahead of customer expectations in order to continue
to be important to them. We currently have one customer
that represents approximately 12% of our sales. We focus on
ensuring that our supply chain management and technology
infrastructure keep pace with the service delivery expectations
of our customers.

7.4 Foreign Currency

Senior management accountability:
Kelly Nelson Vice President, Corporate Services
and Chief Financial Officer

Board oversight accountability: Audit Committee

Senior management accountability:
Mario Marino Vice President and
Chief Operating Officer,
Canadian Operations;

Mark Lamothe President and
Chief Operating Officer,

High Liner Foods (USA);

President and
Chief Operating Officer,
Fishery Products International.

Keith Decker

Board oversight accountability: Board of Directors
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Overview

High Liner Foods' income statement and balance sheet are
both affected by foreign currency fluctuations in a number
of ways. Generally, a stronger Canadian dollar is beneficial
to earnings but can reduce shareholders' equity as discussed
below. Conversely, a weakening Canadian dollar increases
costs and decreases sales and related profit.

Income Statement Effects of Foreign Currency

The average Canadian dollar in 2007 (at an exchange rate
of $1.0747 for each U.S. dollar) has strengthened by 5.25%
over the average of 2006. Fluctuations in exchange rates
impact the translated value of sales, costs and expenses.
Secondly, most of the items we sell in Canada have U.S.
dollar denominated raw material costs as we procure these
on world markets in U.S. dollars. Thirdly, items we produce
in Canada and sell in the U.S. are sold in U.S. dollars and are
affected by exchange fluctuations.



High Liner Foods operates a self-sustaining subsidiary in
the U.S.A. Its domestic currency is U.S. dollars. In addition,
some sales of the Canadian company are transacted in
U.S. dollars. Because we report our financial results in
Canadian dollars, a strengthening Canadian dollar has the
immediate effect of reducing the Canadian dollar value of
U.S. dollar denominated sales, costs and expenses. In 2007,
U.S. dollar denominated sales comprised approximately
39% of our total ongoing sales. In 2008, our U.S. dollar
denominated sales are expected to approximate 54%

of our total sales due to the Acquisition.

The majority of sales in U.S. dollars, being those of our
U.S. subsidiary, have U.S. dollar denominated input costs,
and therefore changes in exchange rate only affect the
conversion to Canadian dollars of profit earned by them.
For products produced in Lunenburg and Burin, destined
for the U.S. market, raw material is also purchased in

U.S. dollars. However, labour, packaging and overheads
for these products are purchased in Canadian dollars and
therefore a strengthening Canadian dollar increases these
costs in U.S. dollar terms and reduces the related profit.
Conversely, a weakening Canadian dollar decreases these
costs in U.S. dollar terms and increases the related profit.

The raw material for products sold in Canadian dollars for

the Canadian market is purchased substantially in U.S. dollars.

A strengthening Canadian dollar reduces the cost of these
raw materials. We do not benefit from the total change in the
Canadian dollar when competitive factors come into play, as
they do in our Canadian food service business. Our Canadian
food service competitors use the lower Canadian dollar costs
of imported products to reduce prices to compete with us,
and we must therefore pass on some of the cost reductions
to retain market share.

Taking into account the Acquisition, approximately
US$200.0 million of purchases of raw material and finished
goods for the Canadian operation will be acquired with U.S.
funds. This exposure is reduced to US$185.0 million after
taking into account the conversion of U.S. subsidiary income

to Canadian dollars, inter-company charges, and the U.S.
dollar sales of product of the Canadian company. Based on
this, the net effect of a one-cent change in the U.S. dollar
exchange rate for the Canadian dollar, prior to hedging
activities and changes in the marketplace is a change in
after-tax income of approximately $1.2 million.

Our Treasury Team, under the direction of Chief Financial
Officer, Kelly Nelson, and with oversight from the Audit
Committee, manages foreign exchange risk. The Team meets
weekly to assess the Company's current cash and exposure
positions. In accordance with the Price Risk Management
Policy, we undertake hedging activities using various
derivative products. To reduce our exposure to the U.S. dollar,
the Policy allows us to hedge forward a maximum of fifteen
months; at 80-90% of exposure for the first 3 months,
60-85% for the next 3 months, 30-75% for the next 3,
10-60% for the next three, and 0-60% for the last three.
The lower end of these ranges is required to be hedged

by the policy with the upper ranges allowed if management
feels the situation warrants a higher level of purchases

to be hedged.

Details on the hedges in place on December 29, 2007 are
included in note 19 to the financial statements.

Balance Sheet Effects of Foreign Currency

As we have operations in the United States, and monetary
assets and liabilities in Canada that are denominated in

U.S. dollars, assets and liabilities of the consolidated company
change as exchange rates fluctuate. At December 29, 2007
the Canadian dollar is relatively unchanged from its value

at December 30, 2006. However, over a longer term, the
strengthening Canadian dollar has decreased the carrying
value of items such as accounts receivable, inventory, fixed
assets, and accounts payable. The net offset of those changes
that relate to our self-sustaining U.S. subsidiary flows through
Other Comprehensive Income in shareholders’ equity on the
balance sheet. Changes in monetary assets and liabilities in
Canada that are denominated in U.S. dollars flow through the
income statement.
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7.5 Other Commodities

7.6 Food Safety

Senior management accountability:

Mario Marino Vice President and
Chief Operating Officer,
Canadian Operations;

Mark Lamothe President and

Chief Operating Officer;
Vice President Supply Chain,
Fishery Products International.

Mark Leslie

Board oversight accountability: Audit Committee

Our operating costs are affected by changes in crude oil
prices, which particularly influence the costs of our outgoing
freight. As a result of higher crude oil prices from 2005 to
2007, freight costs have increased and our freight suppliers
add fuel surcharges.

Commodities, whose fluctuating market prices may affect
our financial results, are diesel fuel, flour, paper products
and frying oils. The company'’s Price Risk Policy dictates that
we use fixed pricing with suppliers whenever possible but
allows the use of hedging with costless tunnels or swaps if
deemed prudent. During 2006 and 2007 we have been able
to deal with this risk to management’s satisfaction using
contracts with our suppliers and we will continue in the
same way for 2008.
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Senior management accountability:
Mario Marino Vice President and
Chief Operating Officer,
Canadian Operations;

Mark Lamothe President and
Chief Operating Officer,

High Liner Foods (USA);

Keith Decker President and
Chief Operating Officer,

FPI (USA)

Board oversight accountability: Board of Directors

Our brand equity and reputation are inextricably linked to
the quality and safety of our food products. We must be
vigilant in ensuring our products are safe and comply with
all applicable laws and regulations. Consumers are also
increasingly better informed about conscientious

food choices.

At High Liner, food safety is our top priority. All of our
processing plants have the proper State or Provincial and
Federal licenses to operate. The United States requires its
seafood processing plants to adopt a quality management
plan known as HACCP (Hazard Analysis of Critical Control
Points). Our plants in Portsmouth, New Hampshire and
Danvers, Massachusetts are regularly inspected and meet
or exceed all HACCP requirements.

In Canada all seafood-processing plants are required to adopt
a QMP (Quality Management Plan) covering the regulatory
and safety aspects of food processing. High Liner's QMP has
been approved by the Canadian Food Inspection Agency

and is in good standing since inception of this requirement.
Canada’'s QMP is an accepted standard under the U.S.
HACCP system.



Plants outside of North America must also pass HACCP
audits to be able to export products to the U.S. All of the
Company's non-North American suppliers are HACCP
approved plants. The Canadian Food Inspection Agency
(CFIA) must inspect food that is procured outside of Canada.
The Food and Drug Administration (FDA) inspects food

that enters the United States. In addition, all purchases are
subject to quality inspection by the Company’s own quality
inspectors. We have strict specifications for suppliers of both
raw material and finished goods to ensure that procured
goods are of the same quality as products made in our

own plants, contained in our Supplier Standards and

Audit Manual.

We employ several experts in this area, including food
scientists, quality technicians, raw material inspectors,
labelling and nutritional consultants. We also have a supplier
code of conduct and retain independent auditors to monitor
compliance.

7.7 Technology

including a comprehensive technology business recovery
plan, and offsite backup technology centres. We also use a
minimal number of technology platforms. Our leading edge
enterprise-wide computer software systems (principally
Oracle ® and Lotus Notes®), and our investment in Internet-
enabling connectivity with suppliers and customers, means
that we are able to control our business processes.

7.8 Acquisitions

Senior management accountability:
Henry Demone President and
Chief Executive Officer

Board oversight accountability: Board of Directors

Senior management accountability:
Kelly Nelson Vice President, Corporate Services
and Chief Financial Officer

Board oversight accountability:  Audit Committee

Our technology infrastructure is critical to the daily
requirements of our business and finance operations.

The integrity and availability of information stored on that
infrastructure must be assured. The inability to process
customer orders, and receive and make payments, manage
our supply chain, and operate manufacturing equipment
due to loss of technology could shut down operations and
impact our ability to deliver products to market. Numerous
controls have been implemented to manage technology risk,

Our ability to successfully integrate acquisitions into our
existing operations could affect our financial results. We may
seek to expand our business through acquisitions and may
divest underperforming or non-core businesses. Our success
depends, in part, upon our ability to identify such acquisition
and divestiture opportunities and to negotiate favourable
contractual terms. The failure to obtain proper regulatory
approvals could adversely affect our results.

With respect to the Acquisition, we retained an outside
consultant, KPMG LLP, to assist us in developing a
comprehensive Integration Plan, to cover both the Day 1
implications of closing the transaction and the first 100
days of the integration process. Every operational area of
the company and shared services functions were involved in
the development of the Integration Plan. To date, execution
of the Plan is on target, and it has provided the required
discipline and focus to employees accountable for ensuring
the objectives of the Acquisition are realized.
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Auditors’ Report

To the Shareholders of High Liner Foods Incorporated

We have audited the consolidated balance sheets of High Liner Foods Incorporated as at December 29, 2007
and December 30, 2006 and the consolidated statements of income, shareholders' equity, cash flows and
comprehensive income for the periods then ended. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial statements based

on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reasonable assurance whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial
position of the Company as at December 29, 2007 and December 30, 2006 and the results of its operations and
its cash flows for the periods then ended in accordance with Canadian generally accepted accounting principles.

(Signed:)

Ernst & Young LLP
Chartered Accountants

Halifax, Canada

February 1, 2008
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Management’s Responsibility for Financial Reporting

The Management of High Liner Foods Incorporated includes corporate executives, operating and financial
managers and other personnel working full-time on Company business. The statements have been prepared
in accordance with generally accepted accounting principles consistently applied, using Management's best
estimates and judgments, where appropriate. The financial information elsewhere in this report is consistent
with the statements.

Management has established a system of internal control that it believes provides a reasonable assurance that,
in all material respects, assets are maintained and accounted for in accordance with Management's authorization
and transactions are recorded accurately on the Company's books and records. The Company's internal audit
program is designed for constant evaluation of the adequacy and effectiveness of the internal controls. Audits
measure adherence to established policies and procedures.

The Audit Committee of the Board of Directors is composed of five outside directors. The Committee meets
periodically with management, the internal auditor and independent chartered accountants to review the
work of each and to satisfy itself that the respective parties are properly discharging their responsibilities. The
independent chartered accountants and the internal auditor have full and free access to the Audit Committee
at any time. In addition, the Audit Committee reports its findings to the Board of Directors which reviews and
approves the consolidated financial statements.

(Signed:)

K. L. Nelson, FCA
Vice President Corporate Services and Chief Financial Officer
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Consolidated Balance Sheets

(in thousands of Canadian dollars) Dec. 29, 2007 Dec. 30, 2006

Assets (notes2, 6and7)

Current:
Cash $ 7,064 $ 240
Accounts receivable (note 4) 68,662 31,221
Income tax receivable 2,414 161
Inventories (note 4) 107,589 41,278
Prepaid expenses 4,644 3,495
Future income taxes (note 11) 1,302 295
Total current assets 191,675 76,690
Property, plant and equipment (note 5) 57,515 26,038
Other:
Future income taxes (note 11) 1,677 3,005
Other receivables and sundry investments 66 1,084
Employee future benefits (note 14) 6,759 6,360
Intangible assets and goodwill (note 2) 42,762 -

51,264 10,449

$ 300454 $ 13177

Liabilities and Shareholders’ Equity (note2)

Current:
Bank loans (note 6) $ 61,280 $ 10,115
Accounts payable and accrued liabilities (note 6) 51,068 27,087
Income taxes payable 437 -
Current portion of capital lease obligations (note 7) 603 560
Total current liabilities 113,388 37,762
Long-term debt (note 7) 51,709 =
Long-term capital lease obligations (note 7) 259 477
Employee future benefits (note 14) 4,227 3,702
Shareholders’ Equity (see Statement of Changes in Shareholders’ Equity)
Preference shares (note 8) 50,270 20,000
Common shares (note 8) 58,800 28,106
Contributed surplus 490 503
Retained earnings 40112 36,204
Accumulated other comprehensive loss (18,801) (13,577)

130,871 71,236

$ 300454 $ 13177

Subsequent events (note 8)

See accompanying notes to the financial statements.

On behalf of the Board:

(Signed:) (Signed:)

Henry E. Demone, Director David J. Hennigar, Director
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Consolidated Statements of Income

For the fifty-two weeks ended December 29, 2007 (with comparative figures for the fifty-two weeks ended December 30, 2006)

(in thousands of Canadian dollars, except per share information) Fiscal 2007 Fiscal 2006
Sales 275,391 $ 261,725
Cost of sales 221,202 212,414
Gross profit 54,189 49,31
Commission income 33 -
Selling, general and administrative expenses (38,998) (36,170)
Foreign exchange (loss) gain (170) 427
Business acquisition transaction costs (note 2) (1,286) -
Depreciation and amortization (3,087) (3,017)
Interest expense:

Short-term (165) (834)

Long-term (212) (73)
Other expense (51) (48)
Non-operating transactions (note 10) 333 176)
Income before income taxes 10,586 9,420
Income taxes (note 11)

Current (2,505) (2,482)

Future (1164) (1,815)
Total income taxes (3,669) (4,297)
Income from continuing operations 6,917 5123
Gain (loss) from discontinued operations; net of income tax (note 3) 372 (793)
Net income 7,289 $ 4,330
Per share earnings
Earnings per common share (note 12)

Basic from continuing operations 0.55 $ 0.38

Basic from discontinued operations 0.03 (0.08)

Basic 0.58 0.30

Diluted from continuing operations 0.54 0.38

Diluted from discontinued operations 0.03 (0.08)

Diluted 0.57 $ 0.30
Weighted average common shares outstanding (note 12)

Basic 10,443,281 10,306,009

Diluted 10,591,693 10,370,974

See accompanying notes to the financial statements.
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Consolidated Statement of Comprehensive Income

For the fifty-two weeks ended December 29, 2007

(in thousands of Canadian dollars) Fiscal 2007

Net income for the period $ 7,289

Other comprehensive income, net of future income taxes
Unrealized foreign exchange losses on translation of self-sustaining foreign operations

(net of nil income taxes) (3,512)
Net loss on derivative financial instruments designated as cash flow hedges
(net of $1.6 million income tax recovery) (3,245)
Net loss on derivatives designated as cash flow hedges in prior periods transferred
to net income in the current period (net of $0.6 million income tax recovery) 1,085
Change in gains and losses on derivatives designated as cash flow hedges (2,160)
Other comprehensive income (5,672)
Comprehensive income $ 1,617

See accompanying notes to the financial statements.
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Consolidated Statements of Changes
in Shareholders’ Equity

For the fifty-two weeks ended December 29, 2007 (with comparative figures for the fifty-two weeks ended December 30, 2006)

Accumulated

Issued Shares Other
Series A 2nd Contributed Retained Compre-
(in thousands of Canadian dollars) Preference $ Preference $ Common $ Surplus Earnings  hensive Loss Total
At January 1, 2006 $ - $ 20,000 $ 27963 % 494 $ 35075 $ (14950) $ 68,582
Stock options exercised - - 192 - - - 192
Shares repurchased - - (73) - - - (73)
Stock options expense reclassified - - 24 24) - - -
Stock options expense credited - - - 33 - - 33

Unrealized foreign exchange

losses on translation of

self-sustaining foreign

operations, net of future

income taxes - - = = = (119) 119)
Income tax recovery on conversion

of the U.S. subsidiary debt to

equity (note 9) = = = = - 1,492 1,492
Net income - - - - 4,330 - 4,330
Common dividends - - - - (2,027) - (2,027)
Preference dividends - - - = 1174) = (1,174)
At December 30, 2006 $ - $ 20,000 $ 28106 % 503 $ 36,204 $ (@13,577) $ 71,236
Issue of shares (note 2) 30,270 - 30,270 - - - 60,540
Stock options exercised - - 419 - - - 419
Stock options expense credited - = = (® = = €©))
Stock options expense reclassified - - 5 5) = - -

Adjustments on adoption of

financial instruments, net of

future income taxes (note 1c) = = = = (98) 448 350
Unrealized foreign exchange

losses on translation of

self-sustaining foreign

operations, net of future

income taxes - - = = = (3,512) (3,512)
Net loss on derivative financial

instruments designated as

cash flow hedges, net of

future income taxes - - - - - (3,245) (3,245)
Net loss on derivatives designated

as cash flow hedges in prior

periods transferred to net

income, net of future

income taxes - - - - - 1,085 1,085
Net income - - - - 7,289 - 7,289
Common dividends - - - = (2,073) = (2,073)
Preference dividends - - - - (1,210) - (1,210)
At December 29, 2007 $ 30270 $ 20000 $ 58800 $ 490 $ 40112 $ (18,801) $ 130,871

See accompanying notes to the financial statements.
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Consolidated Statements of Cash Flows

For the fifty-two weeks ended December 29, 2007 (with comparative figures for the fifty-two weeks ended December 30, 2006)

(in thousands of Canadian dollars) Fiscal 2007 Fiscal 2006
Cash provided by (used in) operations:
Net income from continuing operations for the year $ 6,917 $ 5123
Charges (credits) to income not involving cash from operations:
Depreciation and amortization 3,087 3,017
Stock compensation expense 135 33
Loss on asset disposals 85 259
Payments of employee future benefits in excess of expense 19 (463)
Future income taxes 1164 1,815
Cash flow from continuing operations before changes
in non-cash working capital: 11,407 9,784
Net change in non-cash working capital balances (note 15) (1,612) 10,719
Cash flows from operating activities of discontinued operations 375 162)
10,170 20,341
Cash provided by (used in) financing activities:
Change in current bank loans 54,181 (14,693)
Issuance of long term debt related to acquisition (notes 2 and 7) 53,625 -
Repayments of capital lease obligations (418) (444)
Dividends paid:
Preference (1,210) 1174)
Common (2,073) (2,027)
Repurchase of capital stock (note 8) - (73)
Issue of equity shares (note 8) 419 192
104,524 (18,219)
Cash provided by (used in) investing activities:
Purchase of property, plant and equipment (2,956) (2,466)
Net expenditures on disposal of assets (49) (1,740)
Use of investment tax credits 1,516 667
Acquisition of business (net of acquired cash of $1.0 million (note 2)) (100,479) -
Business acquisition costs (note 2) (4,229) -
Decrease in other receivables (D) 73
Investing activities of discontinued operations (note 15) 333 1172
(105,925) (2,294)
Translation adjustment (1,945) (168)
Change in cash during the year 6,824 (340)
Cash, beginning of year 240 580
Cash, end of year $ 7,064 $ 240

Supplemental cash flow information (note 15)

See accompanying notes to the financial statements.
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Notes to

Consolidated Financial Statements

December 29, 2007

Significant Accounting Policies

The accompanying consolidated financial statements
have been prepared in accordance with Canadian generally
accepted accounting principles.

1a) Basis of Presentation

Basis of Consolidation

The accompanying financial statements consolidate the
accounts of the Company and all its subsidiary companies.
All significant intercompany balances and transactions have
been eliminated in consolidation.

Year End

The Company'’s fiscal year end is on the Saturday closest to
December 31. This results in a 53-week fiscal year every five
to seven years. However, both 2007 and 2006 fiscal years
are 52 weeks.

Currency

Unless otherwise noted, all amounts in these financial
statements are in Canadian dollars. The Company conducts
its business in Canadian and US dollars. The average U.S. to
Canadian dollar exchange rate throughout 2007 was 1.0747
(2006; 11342). The year-end exchange rate was 0.9785
(2006; 11653).

1b) Summary of Significant Accounting Policies

Cash and cash equivalents

Cash and cash equivalents are cash on hand, demand
deposits or short-term, highly liquid investments that are
readily convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value. Cash and
cash equivalents do not include any restricted cash. As at the
end of December 29, 2007 and December 30, 2006 cash
and cash equivalents included cash on hand and that is what
is used for purposes of the consolidated cash flow statement.

Inventory Valuation

Manufactured finished goods inventories are valued at the
lower of cost (includes raw materials, direct labour and
overhead) and net realizable value, with cost determined on a
first-in, first-out basis. Procured finished goods inventory and
unprocessed raw material inventory is valued at the lower of
weighted average cost and net realizable value. Net realizable
value is determined by reducing the most recent sales value by
an estimate of the selling costs and the remaining production
costs to bring products to saleable form.

Cost of inventories includes the transfer from accumulated
other comprehensive income of gains and losses on qualifying
cash flow hedges in respect of the purchases of procured raw
materials and finished goods.

Foreign Currency

Assets and liabilities of the U.S. subsidiary operation, which
is financially and operationally independent of the parent,
are translated at exchange rates prevailing at the balance
sheet date. The revenues and expenses are translated at
average exchange rates prevailing during the year. The
gains and losses on translation are deferred and recorded
as accumulated other comprehensive income or loss until
there is a realized reduction in the net investment of the
U.S. subsidiary when an appropriate amount would be
transferred to income.

Foreign currency denominated assets and liabilities of other
operations are translated at exchange rates prevailing at the
balance sheet date for monetary items and at exchange rates
prevailing at the transaction date for non-monetary items as
well as revenues and expenses. Gains or losses on translation
are included in income.
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Property, Plant and Equipment

Property, plant and equipment are carried at cost, net of
accumulated depreciation. Depreciation is provided on the
straight-line basis over the remaining useful lives or at the
following rates per annum:

Buildings Useful life

Burin, NL facility Purchased in December 2007
and valued at cost, remaining
estimated life to be determined
as part of the final purchase

price allocation in 2008 (note 2).

Purchased in December 2007
and valued at cost, remaining
estimated life to be determined
as part of the final purchase
price allocation in 2008 (note 2).

Danvers, MA facility

Lunenburg, NS facility Originally constructed in 1963,
improvements since then have

extended the useful life to 2024.

Originally constructed in 1967,
improvements since then have
extended the useful life to 2028.

Computers and electronic equipment ~ 25%
62/3%

Lease term

Portsmouth, NH facility

Machinery and equipment, other

Equipment under capital lease

Long-Lived Asset Impairment

Long-lived assets, including property, plant and equipment
and purchased intangible assets subject to amortization,

are reviewed for impairment whenever events or changes

in circumstances indicate that the carrying amount of an
asset may not be recoverable. Recoverability of assets to be
held and used is measured by a comparison of the carrying
amount of an asset to estimated undiscounted future cash
flows expected to be generated by the asset. If the carrying
amount of an asset exceeds its estimated future cash flows,
an impairment charge is recognized by the amount by which
the carrying amount of the asset exceeds the fair value of the
asset. Assets to be disposed of are separately presented in
the balance sheet and reported at the lower of the carrying
amount or fair value less costs to sell, and are no longer
depreciated. The asset and liabilities of a disposed group
held for sale are presented separately in the appropriate
asset and liability sections of the balance sheet.

Investment Tax Credits

Investment tax credits (ITCs) earned as a result of purchasing
capital assets are recorded as a reduction to property, plant
and equipment. ITCs are amortized at the same rates as the
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related capital assets and the amortization of ITCs is
recorded as a reduction of the amortization of the related
capital assets.

Investment tax credits also arise as a result of the Company
incurring eligible research and development expenses and
these credits are recorded as a reduction to related expenses.

Stock-Based Compensation

The Company has a stock-based compensation plan, which is
described in note 8 and recognizes compensation expense for
option awards using the fair value method of accounting.

In January 2004, the Company amended its stock option
plan to add tandem share appreciation rights (SARs) to
option grants, which allow the employee to either exercise
the stock option for shares, or to exercise the tandem SARs
and thereby receive the value of the stock option in cash. The
Company accrues compensation expense on a graded vesting
basis in the amount by which the quoted market value of the
common shares exceeds the option price. The counterpart

of the expense relating to options is recorded as a liability.
Changes, either increases or decreases, in the quoted market
value of the common shares between the date of grant and
the reporting period date result in a change in the measure of
compensation expense for the option award.

When employees exercise their stock options for shares,
thereby cancelling the tandem SARs, share capital is increased
by the sum of the consideration paid by the employee and the
liability reversed, with any difference being recorded in income.

Goodwill

Goodwill is the residual amount that results when the
purchase price of an acquired business exceeds the sum of
the amounts allocated to the assets acquired, less liabilities
assumed, based on fair value. Goodwill is allocated, as of the
date of the business combination, to the Company's reporting
units that are expected to benefit from the synergies of the
business combination.

Goodwill is not amortized and is tested for impairment
annually, or when an event or circumstance occurs that more
likely than not reduces the fair value of the reporting unit
below its carrying amount. The impairment test is carried

out in two steps. In the first step, the carrying amount of

the reporting unit is compared with its fair value. When the
fair value of a reporting unit exceeds its carrying amount,
goodwill of the reporting unit is considered not to be impaired
and the second step of the impairment test is unnecessary.



The second step is carried out when the carrying amount

of a reporting unit exceeds its fair value, in which case, the
implied fair value of the reporting unit's goodwill is compared
with its carrying amount to measure the amount of the
impairment loss, if any. The implied fair value of goodwill is
determined in a similar manner as it would be determined

in a business combination described above, using the fair
value of the reporting unit as if it was the purchase price.
When the carrying amount of reporting unit goodwill exceeds
the implied fair value of the goodwill, an impairment loss is
recognized in an amount equal to the excess and is presented
as a separate line item in the consolidated statement of
earnings before extraordinary items and discontinued
operations. However, if assets other than goodwill valued as
part of step two, have increased, a greater impairment loss of
goodwill may result, and the increase in the value of the other
assets are not recorded.

Intangible Assets

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired

in a business combination is fair value as at the date of
acquisition. Following initial recognition, intangible assets
are carried at cost less any accumulated amortization and
any accumulated impairment losses.

The useful life of an intangible asset is assessed to be
either finite or indefinite. Intangible assets with finite lives
are amortized over the useful economic life and assessed
for impairment whenever there is an indication that the
intangible asset may be impaired. The amortization period
and the amortization method for an intangible asset with a
finite useful life are reviewed at least at each financial year
end. Changes in the expected useful life or the expected
pattern of consumption of future economic benefits
embodied in the asset are accounted for by changing the
amortization period or method, as appropriate, and are
treated as changes in accounting estimates. The amortization
expense on intangible assets with finite lives is recognized
in profit or loss in the expense category consistent with the
function of the intangible asset.

Intangible assets with finite useful lives are amortized on

a straight-line basis over their useful lives. As part of the
purchase price equation (note 2), the Company will be
determining the useful lives of the intangibles that arose

on the 2007 acquisition of FPI Limited North American
marketing and manufacturing business. Since the transaction
closed near the end of the Company's fiscal year, the value

currently recorded on the balance sheets as intangible
assets and goodwill is preliminary and is likely to change
when the Company completes its purchase price equation
analysis in 2008.

Intangible assets with indefinite useful lives are tested

for impairment annually either individually or at the cash
generating unit level. Such intangibles are not amortized.
The useful life of an intangible asset with an indefinite life
is reviewed annually to determine whether indefinite life
assessment continues to be supportable. If not, the change
in the useful life assessment from indefinite to finite is
made on a prospective basis.

Gains or losses arising from derecognition of an intangible
asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and
are recognized in earnings when the asset is derecognized.

Employee Benefit Plans

The Company accrues its obligations under employee benefit
plans, net of plan assets. The cost of the Company'’s defined
benefit pensions and other retirement benefits earned by
employees is actuarially determined using the projected
benefit method prorated on service and management's best
estimate of expected plan investment performance, salary
escalation and retirement ages of employees. For the purpose
of calculating the expected return on plan assets, those
assets are valued at fair value. Past service costs from plan
amendments are amortized on a straight-line basis over the
average remaining service period of employees active at the
date of amendment. The excess of the net actuarial gain (loss)
over 10% of the greater of the benefit obligation and the fair
value of plan assets is amortized over the average remaining
service period of the active employees. The average remaining
service period of the active employees covered by the pension
planis 15.3 years. The average remaining service period of the
active employees covered by the other benefits plan is 7 years.
The cost of the Company's defined contribution plans is the
amount of contributions the Company is required to pay for
services rendered by its employees.

Financial Instruments

The Company, in accordance with a written policy to manage
its foreign currency, commodity and interest rate exposures,
utilizes derivative financial instruments. The policy prohibits
the use of derivative financial instruments for trading or
speculative purposes.
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The Company formally documents all relationships between
hedging instruments and hedged items, as well as its risk
management objective and strategy for undertaking various
hedge transactions. This process includes linking all derivatives
to specific assets and liabilities on the balance sheet or to
specific firm commitments or forecasted transactions. The
Company also formally assesses, both at the hedge's inception
and on an ongoing basis, whether the derivatives that are used
in hedging transactions are effective in offsetting changes in
fair values or cash flows of hedged items.

The Company uses hedge accounting for each type of derivative
financial instrument used to manage its foreign exchange

risk. Realized and unrealized gains or losses associated with
derivative instruments which have been terminated or cease
to be effective prior to maturity are recognized in income, in
the same period as the corresponding gains/losses, revenues
or expenses associated with the hedged items.

The Company systematically enters into foreign exchange
forward contracts to hedge future cash flows. The contracts
are valued at rates prevailing at the balance sheet date and
gains and losses are recorded in other comprehensive income
until they are realized when they are transferred to income.

Income Taxes

The Company follows the asset and liability method of
accounting for income taxes, whereby future income tax
assets and liabilities are determined based on the differences
between the financial reporting and tax bases of assets and
liabilities and are measured using enacted or substantively
enacted tax rates and laws that are anticipated when these
temporary differences are expected to reverse. The effect of
a change in income tax rates on future income tax assets and
liabilities is recognized in income in the period that includes
the date of enactment or substantive enactment. Valuation
allowances are also recorded to reduce income tax assets to
amounts expected to be realized.

Use of Accounting Estimates and Measurement Uncertainty
The preparation of financial statements in conformity

with Canadian Generally Accepted Accounting Principles
requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts
of revenues and expenses during the reporting periods.
Significant items requiring the use of management
estimates include the carrying amount of property, plant
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and equipment, goodwill and intangibles, valuation
allowances for receivables, inventories, future income tax
assets, marketing accruals, fair values of financial instruments
and depreciation of property, plant and equipment. Actual
results could differ from those estimates.

Revenue Recognition

Sales are recognized in income when the related products have
been shipped to customers using third party carriers, as this
is when an invoice is issued at a fixed or determinable selling
price. Based on experience, the Company is reasonably assured
that the customer will accept the products. The Company
experiences very few product returns and collectibility of its
invoices is consistently high.

The Company offers various marketing programs to customers
and consumers including volume rebates, cooperative
advertising and various other trade marketing costs, and
consumer discount coupons. Sales are recorded net of these
estimated sales and marketing costs, which are recognized
as incurred at the time of sale. Certain customers require
the payment of one-time listing allowances (slotting fees) in
order to obtain space for a new product on its shelves. These
fees are recognized as reductions of revenue at the earlier
of the date the fees are paid in cash or on which a liability

to the customer is created (usually on shipment of the new
product). Coupon redemption costs are also recognized
when issued as reductions of sales.

1c) Changes in Accounting Policies During the Year:

Financial Instruments

The Company adopted the Canadian Institute of Chartered
Accountants (CICA) Handbook Sections 1530 “Comprehensive
Income”; 3855 “Financial Instruments - Recognition and
Measurement”; 3861 Financial Instruments - Disclosure and
Presentation”; and 3865 “Hedges” on the first day of fiscal
2007. The adoption of these new standards resulted in changes
in the accounting for financial instruments and hedges, as well
as the recognition of certain transition adjustments, which have
been recorded in opening accumulated comprehensive income
and retained earnings as described below. These new standards
have been adopted on a prospective basis with no restatement
of prior period financial statements. The principal changes in
the accounting for financial instruments and hedges due to the
adoption of these accounting standards and the reclassification
of translation losses on self-sustaining foreign operations are
described on the following page.



Comprehensive Income

Comprehensive income includes the Company's net income
and other comprehensive income. Other comprehensive
income includes unrealized exchange gains and losses on
translation of self-sustaining foreign operations and changes
in the fair market value of derivative instruments designated
as cash flow hedges, net of applicable income taxes. The
components of comprehensive income are disclosed in the
consolidated statement of comprehensive income and the
consolidated statements of changes in equity.

Financial Assets and Financial Liabilities

Under the standards, all financial instruments are classified
into one of the following five categories: held for trading,
held-to-maturity investments, loans and receivables,
available-for-sale financial assets or other financial liabilities.
All financial instruments and derivatives are initially recorded
in the balance sheet at fair value. In subsequent periods,
loans and receivables, held-to-maturity investments and
other financial liabilities are measured at amortized cost using
the effective interest rate method; held-for-trading financial
assets and liabilities are measured at fair value and changes
in fair value are recognized in net income, and available-for-
sale financial instruments are measured at fair value with
changes in fair value recorded in other comprehensive income
until the instrument is derecognized or impaired.

As a result of the adoption of these standards, the Company
has classified its cash as held-for-trading, accounts receivable
are classified as loans and receivables, bank loans, accounts
payable and accrued liabilities, long-term debt, and capital
lease obligations have been classified as other financial
liabilities, all of which are measured at amortized cost. The
Company does not have any financial instruments that are
classified as available-for-sale or held-to-maturity.

For financial assets or financial liabilities classified as held for
trading, all transaction costs must be recognized in net income.
For financial assets or financial liabilities not classified as held
for trading, the Company has elected to add the transaction

costs to the value of the associated financial asset or liability.

Upon adoption of this section, other assets of $0.1 million
have been reclassified to retained earnings.

Derivatives and Hedge Accounting

Derivatives

All derivative instruments, including embedded derivatives,
are recorded in the balance sheet at fair value unless
exempted from derivative treatment as a normal purchase
and sale. All changes in their fair value are recorded in income
unless cash flow hedge accounting is used, in which case
changes in fair value are recorded in other comprehensive
income. The Company has chosen to apply this accounting
treatment for all embedded derivatives in host contracts
entered into on or after January 1, 2003. The impact of

the change in the accounting policy related to embedded
derivatives was not material.

Hedge Accounting

At the inception of a hedging relationship, the Company
documents the relationship between the hedging instrument
and the hedged item, as well as the risk management
objectives and strategy for undertaking various hedge
transactions. This process includes linking all derivatives
to specific assets and liabilities on the consolidated balance
sheets or to specific firm commitments or forecasted
transactions. The Company also assesses, both at the
inception of the hedge and on an ongoing basis, whether
the derivatives that are used are effective in offsetting
changes in fair values or cash flows of hedged items.

Under the previous standards, derivatives that met the
requirements for hedge accounting were accounted for
in accordance with AcG-13. Under the new standards,
all derivatives are recorded at fair value.

All gains and losses from changes in the fair value of
derivatives not designated as a part of a hedging relationship
are recognized in the statement of income. These gains and
losses are reported in other income (expense).

When derivatives are designated as hedges, the Company
classifies them either as: (i) hedges in the change in fair
value of recognized assets or liabilities or firm commitments
(fair value hedges); (ii) hedges of the variability in highly
probable future cash flows attributable to a recognized asset
or liability, or a forecasted transaction (cash flow hedges);
or (iii) hedges of net investments in a foreign operation
(net investment hedges).
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Cash Flow Hedges

The Company operates globally, which gives rise to the
risk that its earnings and cash flows may be adversely
affected by fluctuations in foreign exchange rates. The

Company enters into foreign currency forward contracts

and foreign currency option contracts to hedge foreign
exchange exposures on anticipated purchases.

The effective portion of changes in the fair value of
derivatives that are designated and qualify as cash flow
hedges is recognized in other comprehensive income.
Any gain or loss in fair value relating to the ineffective
portion is recognized immediately in the statement of
income in other income (expense).

Amounts accumulated in other comprehensive income

are reclassified to the statement of income in the period

in which the hedged item affects income. When a
hedging instrument expires or is sold, or when a hedge
no longer meets the criteria for hedge accounting, any
cumulative gain or loss existing in other comprehensive
income at that time remains in other comprehensive
income as long as the forecasted transaction is still
likely to occur and would be recognized in the statement
of income in the period the hedged transaction impacts
income. When a forecasted transaction is no longer
expected to occur, the cumulative gain or loss that was
reported in other comprehensive income is transferred
to the statement of income. Upon adoption of the new
standards, the Company recorded a net increase in
derivative assets included on the balance sheet of
$0.6 million designated as cash flow hedges, a decrease
in future income tax assets of $0.2 million and an
increase of $0.4 million after-tax in accumulated other
comprehensive income.

Translation Losses on Self-Sustaining Foreign Operations
Recorded translation losses on the conversion of the
Company's self-sustaining foreign operations, previously
disclosed on the consolidated balance sheets as “foreign
currency translation account”, is now presented in
accumulated other comprehensive income.

Future Changes in Accounting Policy
Standards issued but not yet effective.

Adoption of International Financial Reporting Standards
In January 2006 and confirmed in February 2008, the
Accounting Standards Board announced its decision to
require all Publicly Accountable Enterprises to report
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under International Financial Reporting Standards (IFRS) for
years beginning on or after January 1, 2011. This will include
listed companies like High Liner Foods Incorporated. These
changes reflect a global shift to IFRS and they are intended
to facilitate capital flows and bring greater clarity and
consistency to financial reporting in the global marketplace.

The Company is preparing a detailed plan in 2008, under the
supervision of its Audit Committee, to manage the transition
from Canadian Generally Accepted Accounting Principles

to IFRS before the end of 2009 to ensure comparative
information will be available for financing purposes in 2011.

A number of Canadian generally accepted accounting
principles will converge with IFRS starting in 2008, such as
the following provisions to be adopted by the Company for
its interim financial statements for the first quarter of 2008.

Inventories

CICA Handbook Section 3031, Inventories, applies to interim
and annual financial statements for fiscal years beginning

on or after January 1, 2008. The major areas of change
require that more guidance be provided with respect to the
valuation of inventories, especially with respect to overhead
costs, and more required disclosure. The Company is reviewing
its methods of overhead application to inventory but expects
only immaterial changes to inventory values as a result. The
provisions can be applied retrospectively with or without
restatement of prior periods. The changes to the Company's
balance sheet and income statement are estimated by
management to be immaterial. Additional disclosures and
revised presentation will be required. The Company will adopt
the provisions retrospectively without restatement of prior
periods by adjusting opening inventory as at the beginning of
the 2008 fiscal year and adjusting opening retained earnings.

Capital Management, Financial Instruments - Disclosure,
Financial Instruments - Presentation

CICA Handbook Section 1535, 3862 and 3863 apply to
interim and annual financial statements relating to fiscal
years beginning on or after October 1, 2007. Early adoption
is encouraged. This new standard requires disclosure of the
Company's objectives, policies, and processes for managing
capital; quantitative data about what the Company regards as
capital; whether the Company has complied with and capital
requirements; and, if the Company has not complied, the
conseqguences of such non-compliance. The new accounting
standard covers disclosure only and will have no effect on the
financial results of the Company.



Financial Instruments - Disclosures, and Financial
Instruments - Presentation

These new standards replace accounting standard 3861
Financial Instruments - Disclosure and Presentation.
Presentation requirements have not changed. Enhanced
disclosure is required to assist users of the financial
statements in evaluating the significance of financial
instruments on the Company's financial position and
performance, including qualitative and quantitative
information about the Company's exposure to risks

arising from financial instruments. The new accounting
standards cover disclosure only and will have no effect
on the financial results of the Company.

Going Concern

Amendments to CICA Handbook Section 1400 apply to
interim and annual financial statements relating to fiscal
years beginning on or after January 1, 2008. The Company
has reviewed these amended provisions and no changes
in presentation or disclosure are required.

Business Acquisition

Effective December 21, 2007 the Company acquired the
North American marketing and manufacturing business

of FPI Limited. The total purchase price is estimated (subject
to working capital and transaction cost adjustments) to be
$162.7 million, including transaction costs. The consideration
for the transaction consists of $98.7 million in cash, the
issuance of 3 million common shares of the Company, and
the issuance of 1.2 million Series A Preference shares. The
Preference shares will be convertible to 3 million non-voting
equity shares to be created at the Company’s 2008 annual
meeting. Transaction costs and transition severance and
retention costs of $3.5 million are included in the purchase
price. Other transition costs have been expensed and
shown separately in the income statement in the amount
of $1.3 million.

The Company accounted for this acquisition using the
purchase method and the results of the acquired business
have been consolidated with those of the Company from
the date of acquisition.

The following table sets forth a preliminary allocation of

the purchase cost to assets and liabilities acquired, based
on preliminary estimates of fair value. Final valuations of
goodwill, intangible assets, contingencies and future income
tax assets/liabilities are not yet complete due to the inherent
complexity associated with the valuations and the lateness

in the year of the closing of the transaction. In addition,
working capital estimates at closing will be adjusted for

the actual working capital acquired based on the purchase
and sale agreement for these assets. These allocations and
adjustments will be completed in 2008. Consequently these
adjustments may change the purchase price equation and
result in different values for the acquired cash, accounts

receivable, inventory, prepaids, property, plant and equipment,
intangible assets, goodwill, accounts payable, employee future
benefits and future income taxes. Therefore the purchase
price allocation is preliminary and subject to adjustment over
the course of 2008 on completion of the valuation process
and analysis of resulting tax effects.

$000's

Preliminary purchase price allocation:
Cash $ 1,030

Other working capital, net 84,404
Property, plant and equipment 33,639
Intangible assets and goodwill 43,842
Future employee benefits (168)
Net assets acquired, at fair value 162,747

Consideration:
Cash 98,671

Common shares 30,270
Series A preference shares 30,270
Estimated transaction costs 3,536
Total consideration provided 162,747

The value of the common shares issued as consideration for
the business acquisition was $10.09 per share, which was
determined using the Company's average closing share price
on the TSX over a reasonable period before and after the
date on which the terms of the purchase consideration were
agreed to and announced.

The value assigned to the Series A preference shares issued
as consideration was deemed to be the same value assigned
to the common shares as these new Series A shares are
convertible into non-voting common shares.
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Discontinued Operations

After several years of poor results, due in part to a reduction
in market demand for pasta products in general, in 2005 the
Company wrote down the assets related to its Italian Foods
division, including goodwill, to net realizable value. On July 27,
2006 the Company sold this division for proceeds of $1.7 million
($1.1 million cash and $0.6 million note receivable). In
addition, the Company collected $0.8 million of trade
receivables and paid $1.2 million of accounts payable relating
to the Italian Foods operations. Since the sale represented

an exit from the Italian Foods category and cash flows from
the business were eliminated from ongoing operations upon
the sale, results for discontinued operations are presented
separately and comparative figures have been restated. Prior
to being reclassified as discontinued operations, the Italian
Foods business operated as part of the Company’'s USA
operating entity segment. The sale resulted in no gain or
loss, as the assets of the operations were written down

to fair market value in 2005.

Also in 2006, the Company reversed a payable relating to
the disposal of its Arnold's Cove primary processing plant
on October 8, 2004. The disposal was accounted for as

discontinued operations and the payable reversal of pre-
tax $0.4 million has been included in the non-operating
transaction line along with other discontinued operations
transactions for the period as noted below.

Information relating to the discontinued operations is
summarized as follows:

Summary of Discontinued Operations

(in thousands of Canadian dollars) Fiscal 2007 Fiscal 2006
Sales $ 66 | $ 4,296
Gain (loss) before the following: 68 (1,052)
Depreciation - )
Other income/

non-operating transactions 304 393
Discontinued operations

before taxes 372 (666)
Income tax expense - Qa27)
Net income (loss) from

discontinued operations $ 372 % (793)

Current Assets

4a) Accounts Receivable

Accounts receivable bear normal commercial credit terms,

usually 30 days or less, and are non-interest bearing. Credit
losses are minimal as the Company has done business

with its customers for many years and closely follows their

credit history. Amounts are net of an allowance for doubtful
accounts of $1.4 million (2006; $0.5 million).

Other receivables include $1.0 million in 2007 and 2006
(note 21) relating to the sale of the Company's Nova Scotia
fishing assets in 2003. Arising out of this sale, the Company
has sued the purchasers of the assets to recover $1.0 million
of the purchase price withheld pending resolution of land title
issues. As far as the Company's management is concerned,
its obligations under the agreement have been met, and the
Company intends to pursue the claim to a satisfactory end.

Dec. 29, Dec. 30,

$000 2007 2006
Trade accounts receivable $ 60,403 | % 27648
Other accounts receivable 8,259 3,573
$ 68,662 | $ 31,221
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Inventories
Dec. 29, Dec. 30,
$000 2007 2006
Finished goods 74,482 | $ 26,432
Raw and
semi-finished material 26,681 1,029
Supplies, repair parts and other 6,426 3,817
107589 | % 41,278




Property, Plant and Equipment

Dec. 29, Dec. 30,
$000 2007 2006
Land 2,193 $ 229
Buildings 38,471 23,923
Computers and electronic equipment 7194 6,263
Machinery and equipment, other 55,073 41,714
Equipment under capital lease 2,542 2,595
105,473 74,724
Less accumulated depreciation:
Buildings 13,641 14,208
Computer and electronic equipment 4,620 4,677
Machinery and equipment, other 26,432 26,772
Equipment under capital lease 1,180 1,127
45,873 46,784
Investment tax credits (2,085) (1,902)
57,515 $ 26,038
Current Liabilities
6a) Bank Loans
Dec. 29, Dec. 30,
$000 2007 2006
Bank loans, denominated in Canadian dollars, interest rate currently not exceeding prime
(average variable rate for amounts at 2007 year end was 6.933%) 34,291 $ -
Bank loans, denominated in U.S. dollars, interest rate currently not exceeding U.S. base rate
(average variable rate for amounts at 2007 year end was 7.37%; 6.10% for 2006 year
end amounts) (2007; USD$28,461, 2006; USD$8,680) 27,849 10,115
Less financing costs (860) -
61,280 $ 10,115
On December 20, 2007, as part of the Business Acquisition The new facility allows the Company to borrow Canadian
(see note 2), the Company entered into a new three year dollar Prime Rate loans and U.S. Base Rate loans in US

committed $120 million revolving asset based working
capital facility due for renewal in December 2010. The

dollars at Prime or Base Rate plus 0.00% to 0.125%; Bankers'
Acceptances (BA) loans at BA rates plus 1.00% to 1.375%;

Company has pledged as collateral for this facility a general and LIBOR advances at LIBOR plus 1.00% to 1.375%. The
security agreement creating a first-ranking charge (subject Company will, to the extent feasible, borrow using the lowest
to permitted encumbrances) over all of its personal property, cost instruments, typically LIBOR loans or BAs. The rate

including all of its intellectual property.

of interest charged on borrowings depends on a financial
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leverage ratio. At this time, the Company borrows at the higher
end of these ranges due to the recent Business Acquisition.
Capital distributions, such as the payment of dividends or
the repurchase of shares under a Normal Course Issuer Bid,
are subject to a fixed charge coverage test. Other terms and
conditions are typical to an asset-based financing structure.

The previous $40.0 million facility in place at the end of
2006, and replaced by the above facility, provided Canadian
dollar Prime Rate loans and U.S. Base Rate loans in US

dollars at Prime or Base Rate plus 0.00% to 0.25%.; Bankers'
Acceptances (BA) loans at BA rates plus 1.00% to 1.50%; and
LIBOR advances at LIBOR plus 0.75% to 1.50%. The rate of
interest charged on borrowings depended on a financial ratio.
Prior to December 20, 2007, the Company borrowed at the
lower of this range as determined by the ratio.

6b) Accounts Payable and Accrued Liabilities

Dec. 29, Dec. 30,
$000 2007 2006
Trade accounts payable $ 48335 § 26,601
Mark to market on
cash flow hedged 2,643
Other 90 486
$ 51,068 | % 27,087

Accounts payable bear normal commercial credit terms,
usually 30 days, and are non-interest bearing.

Long Term Debt and Capital Lease Obligations

Long Term Debt

Capital Lease Obligations

Dec. 29, Dec. 29, Dec. 30,
$000 2007 $000 2007 2006
Notes payable, Capital leases at 5.56% to
due 2009 to 2012 11.66% due 2008 to 2010 $ 862 | § 1,037
Series A at 6.31% $ 17,250 Less current installments 603 560
Series B at 6.012%
259 477
(USD$31,058) 30,390 d $
Series C at LIBOR plus
2.00% (USD$4,950) 4843 As part of the Business Acquisition (see note 2), the Company

Cross currency swap mark
to market m2)

Less financing charges (662)
$ 51,709
Less current installments -
$ 51,709
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entered into new long term funded debt of $52.5 million, as
outlined above. All real property and equipment in its four
production facilities and personal property including intellectual
property are pledged as security. For the first 24 months of the
term, only interest on the loans is payable. Repayments are
based on a twelve-year amortization period, with the repaid
balance due in full on December 20, 2012. The agreements
include typical financial covenants for debt of this nature
including debt coverage, defined cash flow to debt and debt to
capitalization ratios. The Series C tranche of debt shown above
will be repaid if the Company sells one of its US plants.

On December 20, 2007 the Company entered into a cross
currency swap for the Series A note related to its U.S. operating
entities to effectively convert both interest and principal
payments to US dollars. The effective interest rate on the
Series A loan after taking into account the swap was 6.26%.
The Company is using hedge accounting for this swap.



The principal payments required, in Canadian dollars, on long-term debt and capital leases in each of the next five fiscal periods

are as follows:

Cdn $000 Notes Payable Capital Leases
2008 $ - % 603
2009 - 153
2010 4,378 106
2011 4,378 -
2012 43,727 -
Share Capital
The share capital of the Company is as follows:
Dec. 29, Dec. 30,
2007 2006
Authorized
Cumulative redeemable second preference shares of the par value of $100 each 200,000 200,000
Preference shares of the par value of $25 each, issuable in series 5,999,994 9,099,944
Series A preference shares of the par value of $25 each 4,000,000 -
Subordinated redeemable preference shares of the par value of $1 each, redeemable at par 1,025,542 1,025,542
Common shares, without par value 200,000,000 | 200,000,000

December 29, 2007

December 30, 2006

Shares ($000) Shares ($000)
Issued
Preference
Second preference shares 200,000 $ 20,000 200,000 $ 20,000
Series A preference shares 1,200,000 30,270 - -
Common
Common shares 13,380,709 $ 58,800 10,314,662 $ 28,106

Common shares issued are shown net of 1,047,118 shares
(2006; 1,047,118 shares) in the amount of $11,121,920 (2006;
$11121,920), which are owned by a subsidiary company.

The Second Preference Shares are redeemable by the
Company at their par value plus accrued and unpaid
dividends. Cumulative dividends are payable quarterly at one-
half a chartered bank’s prime lending rate plus 3 percent.

Subsequent to year end the Company called all of its
outstanding Second Preference Shares for mandatory
redemption on February 20, 2008. The outstanding second
preference shares will be redeemed at their Par Value plus
any accrued and unpaid dividends to the redemption date.

The Company also announced that the majority of the

holders of the Second Preference shares subscribed for

798,620 Series A Preference Shares, with a par value each
of $25, from the Company's treasury for total proceeds of
$19,965,500. Including the 1,200,000 Series A Preference
shares issued in the Business Acquisition (note 2), there will
be 1,998,620 Series A Preference shares outstanding for a
total value of $50,235,500.

The Series A Preference shares are entitled to a quarterly per
share dividend equal to 2.5 times dividends declared on the

Company's common shares.
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The Series A Preference Shares will be convertible into Non-
Voting Common Shares at a rate of one Series A Preference
Share for 2.5 Non-Voting Common Shares subsequent

to the creation of the Non-Voting Commmon Shares at the
Company's Annual Meeting in May 2008. The conversion
would result in 4,996,550 Non-Voting Common shares
outstanding. The Non-Voting shares are intended to be listed
on the Toronto Stock Exchange shortly thereafter. If for some
reason the Non-Voting Commmon Shares are not created
and listed within 90 days of the 2008 Annual Meeting, the
Series A Preference Shares will, at the Company's option, be
either converted to Common Shares or redeemed for cash.
The Series A Preference Shares cannot be redeemed for
cash without the approval of the Company'’s lenders.

Common Share Transactions

In 2007, the Company did not purchase shares of the Company.
In 2006, the Company purchased an aggregate of 8,000 shares
at an average cost of $9.08 including commissions. The value of
common shares increased in 2007 by $424,000 due to the
exercise of stock options (2006; $216,000).

Share Option Plan

The Company has a common share option plan for designated
directors, officers and certain managers of the Company and
of subsidiary companies, with total options granted not to
exceed 10 percent of the issued Common Shares. Stock options
issued in 2004 and subsequent years were awarded with
Tandem Stock Appreciation Rights (“SARs"). The SARs have
the same vesting, expiry and exercise terms and conditions
as the underlying options. The option holder has the choice
to either exercise the option or forfeit the option and receive a
cash payment equal to the difference between the market value
of the shares on the date of exercise and the exercise price. The
Company recognizes compensation expense for those options
that have been awarded with Tandem SARs based on the
excess of the market value at the balance sheet date over
the exercise price.
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Stock-based compensation cost charged against income in
2007 was $135,000 (2006; $33,000) with the offsetting
amount recorded as a liability. Any consideration paid by
employees on exercise of stock options is credited to share
capital. All stock options exercised during the year that were
originally credited to contributed surplus, are reclassified to
capital stock.

Under the terms of the plan:

The Company's Human Resource and Corporate Governance

Committee of the Board designates from time to time eligible
participants to whom options will be granted, and the number
of shares to be optioned to each;

a) Eligible participants are persons who are directors,
members of management committee and senior managers
of the Company and of subsidiary companies;

b) Shares to be optioned shall not exceed the aggregate
number of 1,500,000; the number of Common Shares
issuable to insiders, at any time, shall not exceed 10% of
the issued and outstanding Common Shares; the number
of Common Shares issued to insiders, within a one year
period shall not exceed 10% of the issued and outstanding
Common Shares;

c) The aggregate annual number of options granted to
all Company directors in total cannot exceed 75,000.
There are a remaining total of 1,081,662 common shares
reserved for issuance under the plan;

d) The option price for the shares is determined by the
Committee at the time of granting of the option but
cannot be less than the fair market value of the shares at
the time the option is granted;

e) The term during which any option granted may be exercised
is determined by the Committee at the time the option is
granted but may not exceed the maximum period permitted
from time to time by The Toronto Stock Exchange;

f) The common share options vest after a one-year period;

g) The purchase price is payable in full at the time the option
is exercised.



A summary of option activities is as follows:

Fiscal 2007 Fiscal 2006

Weighted Weighted

Average Average

Options Exercise Price Options Exercise Price

Beginning of year 561,025 $ 8.41 485,825 $ 819
Granted 75,500 9.64 171,625 8.65
Expired/cancelled - - (3,150) 7.79
Forfeited (10,775) 8.90 (54,350) 9.77
Exercised (66,050) 6.35 (38,925) 492
End of year 559,700 $ 8.81 561,025 $ 8.41

All options outstanding were granted with the exercise price equaling the market price on the grant date. The following options

were outstanding at year-end.

Exercise Price Contractual Life
$ In Years Expiry December 29, 2007
4.75-515 0.25 2008 56,250
7.70 1.25 2009 69,025
7.75-8.25 0.25 2008 25,300
8.65 518 2012-2016 159,625
9.75 3.25 20M 85,500
10.99 -11.10 2.25 2010 88,500
9.64 6.00 2013 75,500
559,700

Included in the above figures are options of 135,500 at an average exercise price of $6.33 that were not exercisable on
December 29, 2007, as they had not vested (December 30, 2006, 162,625 options at an average exercise price of $8.65).
All other options outstanding on December 29, 2007 and December 30, 2006 were exercisable. Options with an expiry

date of 2011 or later have Tandem Stock Appreciation Rights.

Accumulated Other Comprehensive Income

($000's) December 29, 2007
Adjustments on adoption of financial instruments, net of future income taxes (note 1c)
Unrealized foreign exchange losses on translation of self-sustaining foreign operations
net of nil income tax $ (13,577)
Unrealized net gains on derivative financial instruments designated as cash flow hedges,
net of $0.2 million of future income taxes 448
(13,129)
Unrealized foreign exchange losses on translation of self-sustaining foreign operations,
net of nil future income taxes (3,512)
Unrealized net losses on derivative financial instruments designated as cash flow hedges,
net of $1.0 million of future income tax recovery (2,160)
Total $ (18,801
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Non-Operating Transactions

Non-operating transactions in 2007 and 2006 represent net costs/recoveries related to the disposal of the Company'’s

Nova Scotia groundfish and scallop harvesting business.

Income Taxes

Temporary differences and loss carry forwards which give rise
to future income tax assets and liabilities are as follows:

Dec. 29, Dec. 30,
$000 2007 2006
Future income tax assets
Property, plant
and equipment $ 2778 | % 4,076
Tax loss carry forwards 13,506 16,462
Deferred charges and other 1148 1,494
Unrealized foreign
exchange losses 757 -
18,189 22,032
Future income tax liabilities
Property, plant
and equipment (5,945) (1,209)
Goodwill (354) =
Investment tax credits (205) (382)
(6,504) (1,591
Net tax assets before
valuation allowance 11,685 20,441
Valuation allowance (8,706) 17141)
Net future income tax assets $ 2979 | % 3,300
Less: current portion - asset 1,302 295
Less: long-term
portion - asset 1,677 3,005
Long-term portion - liability $ - 9 -

The Company has investment tax credit carry forwards
recorded in the accounts of approximately $1.0 million
(December 30, 2006; $2.4 million), available to reduce
Canadian federal income taxes and expiring from 2008
through 2017. The Company also has unrecorded provincial
investment tax credits carry forwards of approximately
$0.5 million (December 30, 2006; $1.0 million). These are
available to reduce provincial income tax, and expire from
2008 to 2010.
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The Company has recorded future tax assets of $3.0 million
after a valuation allowance of $8.7 million is taken into
consideration. The valuation allowance is primarily for
accumulated tax losses and the benefit of the write-down
of goodwill in its U.S. subsidiary operation due to the
uncertainty of fully utilizing these losses. Tax loss carry
forwards for the U.S. subsidiary expire from 2008 to 2025.

In 2007, the Company recorded $0.4 million in investment
tax credits ($0.5 million in 2006), as a reduction to property,
plant and equipment. In 2006, the Company recorded

$0.2 million as a reduction to expenses for investment tax
credits earned on eligible research and development costs.

The Company’'s 2007 effective tax rate is lower than the
statutory rate, as its US subsidiary’s net future tax asset was
fully allowed for and as a consequence no future income tax
expense has been recorded against its current year's profits.
In 2006, the Company’s US subsidiary incurred a net loss,
which due to the full valuation allowance, resulted in the
Company's effective rate being higher than the statutory rate.

The reconciliation of the Company'’s effective income tax rate
is as follows:

Fiscal 2007 Fiscal 2006
% %
Income tax statutory rate 35.7 35.8
Rate differences in
foreign subsidiary 0.5 (0.6)
Adjustment on filing
of tax return - 21
Non taxable portion of
capital (gains) losses (0.5) 3.0
Non-deductible items 1.2 04
Valuation allowance (3.4) 47
Other 1.2 0.2
34.7 45.6




Per Share Earnings

The following is the reconciliation of the numerators and the denominators of basic and diluted earnings per share computations.

Based on Net Income

Fiscal 2007 Fiscal 2006
Per Share Per Share
Income Shares Amount Income Shares Amount
($000) (000) $ ($000) (000) $
Net income 7,289 - - 4,330 - =
Preference share dividends (1,210) - - Q174) - -
Basic earnings per share:
Income available to
common shareholders 6,079 10,443 0.58 3,156 10,306 0.30
Diluted earnings per share:
Effect of dilutive securities:
Stock options - 74 - - 65 -
Series A preference shares - 74 - - - -
Income available to
common shareholders
and assumed conversions 6,079 10,591 0.57 3,156 10,371 0.30

Options to purchase 90,738 common shares at an average
price of $11.06 per share (2006; 205,577 common shares
at $10.40 per share) were outstanding and exercisable at
year end but were not included in the compilation of diluted
earnings per share because the options' exercise price was
greater than the average market price of the common shares

for the year.

As part of the Business Acquisition (note 2) the Company

Shares on February 20, 2008, the holders of substantially

all of the shares subscribed for 798,620 Series A Preference
Shares. Until these Series A Preference Shares are converted
to Non Voting Common Shares (see note 8) they will receive
a dividend equal to 2.5 times dividends on the common
shares. No dividend entitlement was earned on these shares

in 2007. Dividends on these shares, declared prior to their
conversion to Non Voting Common Shares, will be deducted

issued 1,200,000 Series A Preference Shares to the vendor.
In connection with the redemption of the Second Preference

from income in calculating earnings per share.
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Segmented Information

The Company operates in one dominant industry segment, the manufacturing and marketing of prepared and packaged frozen
seafood. The Company evaluates performance of the reportable segments on a geographical basis using income before taxes
from continuing operations. Operations and identifiable assets by reporting segment are as follows:

Fiscal 2007 Fiscal 2006
Operating Entities Operating Entities
(All amounts in thousands) Canada USA Total Canada USA Total
Sales to geographic
segments:
Canada 167,859 $ 1,514 $ 169,373 $ 154,421 $ 1,801 156,222
Inter-segment® - 1,514) 1,514) - (1,801 (1,801)
167,859 - 167,859 154,421 - 154,421
United States 11,201 102,527 113,728 16,020 102,288 118,308
Inter-segment® (9,994) - (9,994) (14,382) = (14,382)
1,207 102,527 103,734 1,638 102,288 103,926
Other 40 3,758 3,798 85 3,293 3,378
Net sales to
external customers 169,106 $ 106,285 $ 275391 $ 156,144 $ 105,581 261,725
(i) Inter-segment sales are at market.
Segment contribution to income before taxes from continuing operations:
Fiscal 2007 Fiscal 2006
Canada USA Corporate Total Canada USA Corporate Total
Income before the following:  $ 16,611 $ 2520 $ (4077) $ 15054 |$ 14779 $ 1030 $ (2,241 $ 13,568
Depreciation and amortization (1,697) (975) (415) (3,087) (1,698) (959) (360) (3,017)
Interest expense - - (377) (377) - - (907) (907)
Other (loss) income /
non-operating transactions - - (1,004) (1,004) - - (224) (224)
Income from continuing
operations before
income tax 14,914 1,545 (5,873) 10,586 13,081 71 (3,732) 9,420
Capital Expenditures
Gross capital expenditures 2,889 1,001 - 3,890 2,697 917 3,614
Investment tax credits 431) - - 431) (520) = (520)
Net capital expenditures $ 2458 $ 1001 $ - $ 3459 |¢& 2177 % 917 % $ 3,094

(i) Capital expenditures include additions financed through capital leases of $0.5 million in 2007 ($0.6 million in 2006).

66 High Liner Foods Incorporated



Dec. 29, Dec. 30,

Segmented Assets $000 2007 2006
Canada $ 130,520 $ 73,003
USA 117129 36,634
247,649 109,637

Corporate 52,805 3,540
$ 300,454 $ N3177

Intangible assets and goodwill acquired (note 2) are included in corporate assets in the above table. Subsequent to the completion
of the purchase price allocation these assets will be reallocated to the Company’s two operating segments.

Employee Future Benefits

Description of Pension and Non-Pension Benefit Plans

In Canada, the Company maintains a number of defined
contribution plans and defined benefit pension plans covering
all Canadian employees. With respect to United States
employees, the Company's subsidiary maintains two defined
contribution plans (401k) that cover all U.S. employees.
These U.S. plans will be merged in 2008.

The Company sponsors four funded and one non-funded
defined benefit pension plans. The funded defined pension
benefit plan for the Nova Scotia union employees is a flat-
dollar plan with negotiated increases. The funded defined
benefit plan for Canadian salaried employees is based on
average career earnings. This plan is in the process of being
wound up in 2008 and amounts will be either transferred
to the Company's Defined Contribution Plan for salaried
employees or annuities will be purchased for employees
who do not elect a transfer. The Company has a senior
officer retirement program (SORP) in the U.S. for selected
employees. This plan ceased to accrue benefits to employees
as of September 30, 2006. The non-funded supplemental
executive retirement plan (SERP) and the funded defined
benefit plan for management employees are both based on
the employee’s final average earnings. No Company pension
plans provide indexation in retirement.

The Company sponsors a non-pension benefit plan for
employees hired before May 19, 1993. This benefit is a
paid-up life insurance policy or a lump sum payment based
on the employee’s final earnings at retirement.

Total Cash Payments for Pension Plans

The total cash payments for all defined benefit pension
plans during 2007 by the Company was $0.4 million
(2006; $1.3 million), which consisted of contributions,
required to fund the defined benefit pension plans. The
total cost for the Company's defined contribution pension
plans was $0.6 million (2006; $0.6 million).

Measurement Dates

The Company measures the fair value of assets and the
accrued benefit obligations as at December 29, 2007.

The most recent accounting extrapolation on all pension and
non-pension plans was completed as of December 29, 2007.
The most recent funding valuations for the Company'’s
defined benefit plans were completed as at May 31, 2006
for management and salaried employees, and December 31,
2004 for Nova Scotia union employees. A funding valuation
for the SORP was in progress at December 29, 2007.
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Reconciliation of the accrued benefit obligations and fair value of plan assets is below, segmented by plans with surplus and
those with deficit:

2007 2006
Pension Benefit Pension Benefit
Plans with Plans with Other Plans with Plans with Other
$000 Surplus Deficits Benefit Plan Surplus Deficits Benefit Plan®
Accrued benefit obligation
Balance at the beginning
of the year $ 21,756 $ 5,393 $ 516 $ 22,761 $ 5,385 $ 510
Current service cost
(employer) 466 152 20 564 172 20
[nterest cost 1,160 273 32 1143 281 32
Exchange - (68) - - - -
Employee contributions 135 - - 128 - -
Benefits paid 967) (138) (35) (1,936) (252) (46)
Plan amendments 221 - - 386 = =
Actuarial (gain) loss (329) (109) - (1,290) (193) -
Obligations assumed (note 2) - 340 - = = =
Balance of end of year 22,442 5,843 533 21,756 5,393 516
Plan assets
Fair value at the beginning
of the year, estimated 25,514 1,440 - 24,307 1,444 -
Adjustment to actual assets
at beginning of year (49) (34) - 161 2 -
Actual return on plan assets 1,220 49 - 1922 58 -
Employer contributions 228 54 - 1,073 144 -
Employees’ contributions 135 - - 128 - -
Benefits paid (967) 99) - (1,936) 1) =
Fees and expenses (157) a7n - a4m 3 -
Assets assumed (note 2) - 170 - - - -
Fair value at end of year 25,924 1,563 - 25,514 1,440 -
Funded status - plans® 3,482 (4,280) (533) 3,758 (3,953) (516)
Unamortized net
actuarial loss 2,313 566 - 2,490 22 -
Unamortized past
service costs 964 20 - 12 745 -
Accrued benefit asset/
(liability) 6,759 (3,694) (533) 6,360 (3,186) (516)
Total accrued
benefit assets $ 6,759 $ 6,360
Total accrued
benefit liability® $ (4,227) $ (3,702)

(i) The non-funded pension plans are a supplemental executive retirement plan (SERP), which accounts for $4.1 million (2006; $3.3 million) of the non-funded
amount, and the Salaried Plan that accounts for the remainder. The Company has a letter of credit outstanding as at December 29, 2007 relating to the
securitization of the Company's SERP benefit plan in the amount of $3.7 million.

(i) The other benefit plan is non-funded.
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Plan Assets consist of:

Breakdown of Plan Assets

Percentage of Plan Assets Dec. 29, 2007 Dec. 30, 2006
Equity securities - including income trusts @ 93% 91%
Debt securities 5% 9%
Cash and equivalents 2% 0%
Total 100% 100%

(iii) The plan assets include common shares in the Company at market value of $1.0 million (2006; $0.9 million).

Summary of the weighted average significant actuarial assumptions used in measuring the Company's accrued benefit obligations:

Pension Benefit Other Benefit Pension Benefit Other Benefit
Plans 2007 Plans 2007 Plans 2006 Plans 2006
Benefit cost for the year ended:
Discount rate 519% 6.00% 4.97% 6.00%
Expected long-term rate on plan assets 7.37% n/a 7.37% n/a
Rate of compensation increase 2.86% 3.00% 2.85% 3.00%
Accrued benefit obligation as of year end:
Discount rate 5.41% 6.00% 519% 6.00%
Rate of compensation increase 2.86% 3.00% 2.85% 3.00%
Components of defined costs recognized during the year:
Pension Benefit Other Benefit Pension Benefit Other Benefit
$000 Plans 2007 Plans 2007 Plans 2006 Plans 2006
Current service cost $ 618 $ 20 $ 736 $ 20
Interest cost 1,433 32 1,424 32
Actual return on plan assets (1,047) - (2,007) -
Plan amendments 221 - 386 -
Amortization of net actuarial (gain) loss (447) - (1,483) -
Costs arising in this period 778 52 (944) 52
Differences between costs arising in the period
and costs recognized in the period in respect of:
- Return on plan assets (915) - 141 -
- Actuarial gain 547 - 1,900 -
- Plan amendments (126) - (308) =
Defined benefit cost recognized $ 284 $ 52 $ 789 $ 52
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Supplemental Cash Flow Information

Cash interest and cash taxes paid in 2007 and 2006 are
as follows:

$000 Fiscal 2007 Fiscal 2006
Interest $ 178 | $ 994
Income and capital taxes $ 491 | % 538
Change in Non-Cash Working Capital Balances
$000 Fiscal 2007 Fiscal 2006
Receivables $ (530)| % (3,906)
Inventory (2,467) 13,611
Prepaid expenses 753 (149)
Payables and accruals 632 (329)
(1,612) 9,227
Tax recovery on the
conversion of the
U.S. subsidiary
intercompany loans
from debt to equity (note 9) - 1,492
$ (1,612) 10,719

Investing activities relating to discontinued operations
in 2006 represent the cash proceeds on the sale of the
Company's Italian Foods operations (note 3).

The Company has entered into non-monetary transactions
with a media company whereby the Company receives
advertising services from the media company in exchange
for barter credits that it earned in previous years on the sale
of inventory. The Company records such transactions at
the fair value of the advertising credits received in prepaid
expenses. The fair value of the exchange is $0.2 million
(2006; $0.2 million).

Commitments

Operating lease commitments are less than $3.0 million
for each of the next five years. They result principally from
leases for office equipment, premises and production
equipment. The Company has letters of credit outstanding
as at December 29, 2007, relating to the procurement of
inventories of $6.0 million (2006; $4.0 million) that are
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denominated in U.S. dollars (translated at the balance
sheet date rate). The Company also had a letter of credit
outstanding as at December 29, 2007 relating to the
securitization of the Company's SERP benefit plan (note 14)
in the amount of $3.7 million (2006; $0.7 million).



Related Party Transactions

The Company has entered into certain transactions and
agreements in the normal course of business with certain
related parties. These transactions are measured at the
exchange amount, which is the amount of consideration
established and agreed to by the related parties.

During the year, the Company purchased $3.5 million (2006 -
$3.6 million) of corrugated packaging from a related company
at negotiated market prices. The Company uses corrugated

packaging to ship its products to its customers. This related

party is controlled by a company that owns a significant,
non-controlling amount of the Company common stock.

As part of the Company'’s share repurchase plan, the
Company paid immaterial commissions in 2006 to a
company in which a director of the Company has an
ownership interest.

At December 29, 2007, there were no material payables
owed to related parties.

Financial Risk Management Objectives and Policies

The Company'’s principal financial liabilities, other than
derivatives, comprise bank loans and overdrafts, letters of
credit, notes payable, finance leases, and trade payables. The
main purpose of these financial liabilities is to finance the
Company's operations. The Company has various financial
assets such as trade receivables, cash and short-term deposits,
which arise directly from its operations. The Company also
enters into derivative transactions, primarily interest rate
swap and forward currency contracts. The purpose is to
manage the interest rate and currency risks arising from
the Company'’s operations and its sources of finance.

It is, and has been throughout 2007 and 2006, the Company's
policy that no trading in derivatives shall be undertaken. The

main risks arising from the Company'’s financial instruments are

cash flow interest rate risk, liquidity risk, foreign currency risk

and credit risk. The Audit Committee of the Board of Directors
reviews and approves policies for managing each of these risks,

which are summarized below.

Interest Rate Risk

The Company'’s exposure to the risk of changes in market
interest rates arises out of the Company's short-term debt
obligations with floating interest rates. The Company’s policy
is to manage its interest cost using a mix of fixed and variable
rate debts. The Company's policy is to keep between 35% and
55% of its borrowings at fixed rates of interest. To manage
this, the Company enters into interest rate swaps, in which
the Company agrees to exchange, at specified intervals, the
difference between fixed and variable rate interest amounts

calculated by reference to an agreed upon notional principal
amount. These swaps are designated to hedge underlying
debt obligations.

Foreign Currency Risk

As a result of significant investment operations in the
United States, the Company’s balance sheet can be affected
significantly by movements in the US$/C$ exchange rates.
The Company seeks to mitigate the effect of its structural
currency exposure by borrowing in US$. In January 2008,
the Company designated $15.0 million of its US dollar
denominated current bank debt in order to hedge 35%

of this exposure.

The Company also has transactional currency exposures.
Such exposure arises from sales or purchases by an operating
unit in currencies other than the unit's functional currency.
Taking into account the acquisition (note 2), approximately
40% of the Company's cost of sales are denominated in
currencies other than the functional currency of the operating
unit making the sale, whilst almost 100% of sales are
denominated in the unit's functional currency.

The Company uses forward currency contracts to eliminate
the currency exposures on any individual transactions in
excess of US$100,000 for which payment is anticipated more
than one month after the Company has entered into a firm
commitment for a sale. The forward currency contracts must
be in the same currency as the hedged item. The Company
also hedges forecasted cash flows from the sale of products
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where the selling price is substantially known in advance.
The policy dictates that cash flows out 15 months are hedged
between a minimum and maximum percent that declines by
quarter the further in the future the cash flows. The Company
does not hedge cash flows related to true commodity
products as their ultimate selling prices move depending in

part on exchange rates. It is the Company’s policy to negotiate

the terms of the hedge derivatives to match the terms of the
hedged item to maximize hedge effectiveness. The Company
also has foreign exchange risk related to the input costs of
commodities related to freight surcharges on transportation
costs, paper products in packaging, grain products in its
breading and batters, and cooking oils. The Company does
not actively hedge these inputs relying instead on fixed price
contracts with suppliers with terms from 3 to 12 months.

At December 29, 2007, the Company had hedged 66%

of its targeted foreign currency purchases for its Canadian
Operations, extending to December 2008. The Company
does not include certain commodity products in its hedging
program due to the commodity nature of the marketplace.

Credit Risk

The Company trades only with recognized, creditworthy
third parties. It is the Company'’s policy that all customers
who wish to trade on credit terms are subject to credit
verification procedures. In addition, receivable balances

are managed and monitored at the corporate level on an
ongoing basis with the result that the Company's exposure
to bad debts is not significant. The maximum exposure is
the carrying amount as disclosed in note 4. The Company's
top ten customers account for 54% of the trade receivables
at year end with the largest customer accounting for 11%.
Eight out of ten of the customers are investment grade with
two being substantial private enterprises.

With respect to credit risk arising from the other financial
assets of the Company, which comprise cash and cash
equivalents and certain derivative instruments, the
Company's exposure to credit risk arises from default of
the counterparty, with a maximum exposure equal to the
carrying amount of these instruments.

Liquidity Risk

The Company monitors its risk to a shortage of funds using
a detailed budgeting process that identifies financing needs
for the next 12 months. Working capital requirements are
monitored daily and a sophisticated procurement system
provides information on commitments. This process projects
cash flows from operations. The Company's objective is

to maintain a balance between continuity of funding and
flexibility through the use of bank overdrafts, letters of credit,
bank loans, notes payable, and finance leases.

Financial Instruments

Forward Range Contracts

At year-end, the Company had the following foreign exchange “average rate range forwards” purchase contracts outstanding,

all with maturities of less than one year:

December 29, 2007

December 30, 2007

Weighted Weighted Weighted Weighted
Average Average Total Average Average Total
Forward range contracts Put Rate Call Rate USD Value Put Rate Call Rate USD Value
Average rate range 1.0048 1.0610 $ 50,449,500 1.0932 11497 $ 33,100,000
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Average rate range forward purchase contracts

Where the average noon-day exchange rate during the
contract term falls between the benefit and protection rates,
no cash settlements are exchanged between the Company
and the intermediary. If the average noon-day exchange rate
during the contract term is less than the benefit rate, then
on the contract settlement date, the Company would pay
the intermediary the difference in the rate times the notional
dollar value hedged. If the average noon-day exchange rate
during the contract term is greater than the protection rate,
then on the contract settlement date, the intermediary would
pay the Company the difference in the rate times the notional
dollar value hedged.

Fair value hedge

At December 29, 2007, the Company had an interest

rate swap agreement in place with a notional amount of
US$15,250,000 whereby it receives a US$ fixed rate of
interest of 6.31% and pays a fixed C$ rate equal to 6.26%
on the notional amount. This swap will convert principal
payments from Canadian to US$ for a five-year period ending
in 2012. The swap is being used to hedge the exposure to
changes in the fair value of its 6.31% Series A note. The note
and interest rate swap have the same critical terms. The swap
is valued at rates prevailing at the balance sheet date. Gains
and losses on the swap will be included in comprehensive
income and will be transferred to income to offset gains and
losses on the debt when realized. The offsetting entry is a
reduction or increase in long term debt.

Other than described in the previous paragraph, the Company's
net investment in its U.S. subsidiary was not hedged at
December 29, 2007. The value of this net investment was
US$43.1 million (December 30, 2006; US$16.8 million).
Subsequent to year end the Company designated US$15.0
million of its US dollar debt as a hedge for the value of the net
investment. Gains and losses on this debt will be recorded in
other comprehensive income as an offset to changes in the
value of the net investment.

Estimated fair value of financial instruments

The estimated fair value of financial instruments as at
December 29, 2007 and December 30, 2006 are based
on relevant market prices and information at that time.
The fair-value estimate is not necessarily indicative of the
amounts that the Company might receive or pay in actual
market transactions. The total fair value of all of the foreign
exchange future contracts as at December 29, 2007 was
a net liability of $2.3 million (December 30, 2006; asset
of $0.7 million). The fair value of the interest and principal
cross currency swap was $0.1 million. The fair value of the
foreign exchange contracts has been determined directly,
by reference to published price quotations in an active
market, and did not use a valuation technique.

The Company'’s remaining financial instruments consist

of cash, receivables, current liabilities, long term debt and
capital lease obligations. The difference between the carrying
values and the fair market values of the primary financial
instruments is not significant given the short-term maturities
and, or the credit terms of those instruments and the fact that
the long term debt was contracted shortly before period end.
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Contractual Agreements

As part of its Business Acquisition (note 2) the Company
entered into an agreement with the Province of Newfoundland
and Labrador (the Province) with respect to its operations in
Burin, Newfoundland. The Company has agreed to maintain
specified volumes of production in the plant until December
2012. Failure to maintain these volumes will result in a
payment to the Province of $0.07 per Ib for each Ib of volume
shortfall. In addition, over the period ending in December 2012
the Company has committed to spend $3 million, in product
development activities in the Province and new equipment
for Burin. Of these expenditures, 60% must be product
development expenditures. As at December 29, 2007, the
Company had spent $nil on these activities.

If the Company ceases permanent operation of the plant in
Burin it must pay the Province $12,500 for each unionized
worker that has been employed at Burin losing employment
in the year of closure to be used as a worker transition

fund by the Province. Based on current employment levels
this would be approximately $2.3 million. The Company
has current operating plans for Burin but may or may not
maintain the agreed upon production levels in each year of
the agreement.

The Company has also agreed not to sell its USA operations
during the period ending 2012 without making a payment to
the Province of $5 million.

Contingencies

The Company may, from time to time, be involved in legal proceedings, claims and litigations that arise in the ordinary course
of business which the Company believes would not reasonably be expected to have a material adverse effect on the financial

statements of the Company.

Comparative Figures

Certain comparative financial information has been reclassified to conform to the presentation adopted in 2006 relating to
discontinued operations and other balance sheet and cash flow reclassifications.
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Historical Financial Data

($000's, except per share amounts) 2007 2006 2005® 2004 ® 2003® 2002®
Sales $ 275,391 $ 261,725 $ 250,203 $ 259,267 $ 280,639 $ 282,364
Gross profit 54189 49,31 48,237 55,817 63,685 64,608
Commission income 33 = = = = =
Other selling, general and

administrative expenses (38,998) (36,170) (38,175) (36,721) (41,578) (38,773)
Foreign exchange gain (loss) (170) 427 7) (22) 58 32
Operating EBITDA® 15,054 13,568 10,035 19,074 22,165 25,867
Depreciation and amortization (3,087) (3,017) (3,061 (3,108) (3,372) (4,782)
Interest expense 377) (907) 419) (352) (1,658) (4,459)
Other expense (51) 48) (123) 6 122 199
Income before taxes, business acquisition

costs and non-operating items 11,539 9,596 6,432 15,620 17,257 16,825
Business acquisition costs (1,286) = = - - -
Non-operating items 333 176) 510 895 38,566 157
Income before income taxes 10,586 9,420 6,942 16,515 55,823 16,982
Income tax expense
Current (2,505) (2,482) (1,042) (723) (599) (1,404)
Future (1164) (1,815) (2,046) (3,526) (2,914) (3,385)
Total income taxes (3,669) (4,297) (3,088) (4,249) (3,513) (4,789)
Net income from continuing operations

for the period 6,917 5123 3,854 12,266 52,310 12,193
Net loss from discontinued operations,

net of income taxes 372 (793) (44,323) (4,04) (6,506) (2,204)
Net income (loss) for the period $ 7289 | % 4330 $ (40469 % 8162 $ 45804 % 9,989

Income before taxes, business acquisition

costs and non-operating items from above $ 1,539 | $ 9596 % 6432 ¢ 15620 % 17257 % 16,825
Income taxes on the above $ 4,014) % 4,301 % (1994) $ (3956) % (6,363) % (6,787)
After-tax income before business acquisition

costs and non-operating items $ 7525 | % 5295 % 4438 $ 11664 $ 10,894 $ 10,038
Book value per common share at year end 6.01 497 472 9.24 9.31 6.79
Basic info per common share
Based on net income 0.58 0.30 (3.93) 0.66 4.49 0.90
Based on income from continuing operations 0.55 0.38 0.26 1.04 5,15 113
Based on after-tax operating income from

continuing operations® 0.61 0.40 0.32 0.98 0.98 0.91
Diluted earnings per common share

based on net income 0.57 0.30 (3.93) 0.65 410 0.84
Common shares
Outstanding at year end 13,381 10,315 10,284 10,710 10,794 9,836
Average outstanding for the year 10,443 10,306 10,567 10,863 9,945 0,822
Second preference shares
Dividends declared and paid

Current 1,210 1174 1,036 992 1,078 1,017

Arrears - - - - 6,260 1,362
Dividends paid per share 6.05 5.87 518 5.02 36.65 11.90
Common shares
Dividends declared and paid 2,073 2,027 2147 2176 537 -
Dividend per share 0.20 0.20 0.20 0.20 0.05 =
C&D preference shares
Dividends declared and paid N/A N/A N/A N/A 65 72
Dividend per share N/A N/A N/A N/A 0.264 0.275
Gross capital expenditures from

continuing operations $ 3890 | ¢ 3614 % 4149 % 5298 % 6,698 % 4126

(1) 2002 to 2005 are restated to reclassify discontinued operations to a separate income statement line, included in 2003 are results relating to the Nova Scotia-based fishing
assets that were sold in May, 2003.

(2) See definition on page 35.
(3) After-tax income before business acquisition costs and non-operating items is net income from continuing operations, excluding business acquisition costs
and non-operating items.
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Historical Financial Data

($000's) 2007 2006 2005® 2004 ® 2003® 2002®
Cash $ 7064 | % 240 % 580 % 506 % 926 % 1,088
Accounts receivable 68,662 31,221 28,095 28,167 31,840 35,001
Income tax receivable 2,414 161 11 - - -
Inventories 107,589 41,278 52,670 44,901 49,870 50,053
Prepaid expenses 4,644 3,495 7,246 1,062 1,502 1,600
Future income taxes 1,302 295 546 7,383 7,525 6,991
Total current assets 191,675 76,690 89,148 82,019 91,663 94,733
Property, plant & equipment 57,515 26,038 26,952 27176 27,492 44,303
Deferred charges/ Intangible assets 3,536 - - 314 8 931
Goodwill 39,226 = = 42,714 45,781 55,661
Future income taxes 1,677 3,005 4,642 6,654 7,632 5,387
Other assets 66 1,084 1179 7,952 5,513 6,702
Employee future benefits 6,759 6,360 5,332 3,342 1,701 2,188
Total assets $300454 | $ NM3177 $ 127253 $ 170,171 $ 179,790  $ 209,905
Bank loans 61,280 10,115 24,808 7,321 10,252 5,960
Accounts payable and accrued liabilities 51,068 27,087 29,407 32,583 38,668 43,792
Income taxes payable 437 - 159 - - -
Current portion of long-term liabilities 603 560 526 444 328 15,919
Total current liabilities 113,388 37,762 54,900 40,348 49,248 65,671
Long-term debt 51,709 - - - - -
Long-term capital lease obligations 259 477 633 781 845 49,395
Employee future benefits 4,227 3,702 3,138 2,826 2,844 2,759
Future income taxes - - - 7,267 6,351 4,004
Shareholders' equity:

Preference shareholders 50,270 20,000 20,000 20,000 20,000 21,246

Common shareholders 80,601 51,236 48,582 98,949 100,502 66,330
Total liabilities and shareholders' equity $300,454 | $ 13177 % 127253 $ 170171 $ 179,790  $ 209,905

(1) Restated.
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Financial Highlights

($000's, except per share amounts) 2007 2006® % change
Sales $ 275391  $ 261,725 52%
Operating EBITDA @ 15,054 13,568 11.0%
After-tax income before business acquisition costs and non-operating items 7,525 5,295 421%
Basic earnings per Common Share 0.61 0.40 52.5%
Diluted earnings per Common Share 0.61 0.40 52.5%
Net income from continuing operations 6,917 5123 35.0%
Basic earnings per Common Share 0.55 0.38 44.7%
Diluted earnings per Common Share 0.54 0.38 421%
Net income for the period 7,289 4,330 68.3%
Basic earnings per Common Share 0.58 0.30 93.3%
Diluted earnings per Common Share 0.57 0.30 90.0%
Total assets 300,454 Nn3177 165.5%
Book value per common share 6.01 497 20.9%
Shareholders’ equity $ 130,871  $ 71,236 83.7%
Operating Highlights
($000's, except per share amounts) 2007 2006® % change
Product sales volumes (in metric tonnes )
Produced in High Liner facilities 32,146 32,572 -1.3%
Procured 12,727 12,261 3.8%
44,873 44,833 0.1%
Number of employees 1176 628 87.3%
Gross capital expenditures from continuing operations ($000) 3,890 3,614 7.6%

(1) Fiscal 2007 year-end is 52 weeks ended December 29, 2007 and fiscal 2006 year-end is 52 weeks ended December 30, 2006.

(2) See definition on page 35.

(3) After-tax income before business acquisition costs and non-operating items is net income from continuing operations, excluding business acquisition

costs and non-operating items.
(4) One metric tonne = 2,204.6 Ibs.
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Quarterly Financial Data

Fiscal 2007

First Second Third Fourth Full
($000's, except per share amounts) Quarter Quarter Quarter Quarter Year
Sales $ 81,335 $ 62202 $ 63642 $ 68212 $ 275,391
Operating EBITDA® 5,346 2,403 3,853 3,452 15,054
Net income from continuing operations 3,017 485 1,835 1,580 6,917
Net income (loss) from discontinued operations a7 307 82 - 372
Net income 3,000 792 1917 1,580 7,289
After-tax income before business acquisition
costs and non-operating items® 3,017 485 2,096 1,927 7,525
Earnings per Common Share from continuing operations
Basic earnings per Common Share ® 0.26 0.02 0.15 0.12 0.55
Diluted earnings per Common Share @ 0.26 0.02 0.15 0.12 0.54
Earnings per Common Share based on net income
Basic earnings per Common Share 0.26 0.05 0.16 0.12 0.58
Diluted earnings per Common Share 0.26 0.05 0.16 0.12 0.57
Earnings per Common Share, after-tax income before
business acquisition costs and non-operating items ©®
Basic earnings per Common Share @ 0.26 0.02 0.18 0.15 0.61
Diluted earnings per Common Share @ $ 026 % 002 $% 018 % 015 % 0.61
Fiscal 2006
First Second Third Fourth Full
($000's, except per share amounts) Quarter Quarter Quarter Quarter Year
Sales $ 77692 $ 57633 $ 60,743 $ 65657 $ 261,725
Operating EBITDA® 5,600 2,025 2,454 3,489 13,568
Net income from continuing operations 3,082 176 624 1,241 5123
Net income (loss) from discontinued operations (504) (581 224 68 (793)
Net income 2,578 (405) 848 1,309 4,330
After-tax income before business acquisition
costs and non-operating items 3,080 80 609 1,526 5,295
Earnings per Common Share from continuing operations
Basic earnings per Common Share @ 0.27 (0.01) 0.03 0.09 0.38
Diluted earnings per Common Share @ 0.27 (0.01) 0.03 0.09 0.38
Earnings per Common Share based on net income
Basic earnings per Common Share® 0.22 (0.07) 0.05 010 0.30
Diluted earnings per Common Share @ 0.22 (0.07) 0.05 010 0.30
Earnings per Common Share, after-tax income before
business acquisition costs and non-operating items
Basic earnings per Common Share 0.27 (0.02) 0.03 012 0.40
Diluted earnings per Common Share $ 027 $ (002 % 003 % 012 % 0.40

(1) See definition on page 35.
(2) Total for the year does not add to the sum of the quarters due to the nature of the calculations and rounding.

(3) After-tax income before business acquisition costs and non-operating items is net income from continuing operations, excluding business
acquisition costs and non-operating items.
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HIGH LINER FOODS

INCORPORATED

High Liner is committed to providing seafood products of outstanding
quality. Our quality control measures are comprehensive and continuous
through every step of processing and distribution. We know you place
your confidence in us to deliver great-tasting, high-quality seafood
products. Providing you with superior products is the cornerstone of
High Liner's philosophy and heritage, and it's our commitment to you.

www.highlinerfoods.com






