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Coast Wholesale Appliances 
Income Fund

Coast Wholesale Appliances Income Fund is an
unincorporated, open-ended limited purpose trust launched
on June 23, 2005 with the completion of an initial public
offering of 6,525,000 trust units. The Fund was created to
acquire and hold a 65% indirect interest in Coast Wholesale
Appliances LP (Coast). The remaining 35% interest has been
retained by the previous ownership. These units were initially
subordinated to those of public unitholders, subject to the Fund
meeting certain EBITA and cash distribution targets, as set out
in our June 15, 2005 prospectus. All of the conditions for
removal of the subordination were met during 2007 and the
subordination was removed in March 2008. 

Cash distributions, currently paid monthly to public
unitholders and the retained interest, are entirely dependent on
the performance of Coast.

Coast Wholesale 
Appliances LP

Coast is a leading independent supplier of major household
appliances to developers and builders of multi-family and
single-family housing, and to retail customers in Western
Canada.

Founded in 1978, Coast originally operated exclusively as a
wholesale supplier to developers and builders, later broadening
our focus to include the retail market. Today, our business
combines contract sales to developer and builder customers
with direct sales to retail customers.

The exceptional stability our business has shown over the past
30 years is due in large part to the essential nature of the major
home appliances we sell. Over the past decade, our industry has
also benefited from strong economic growth fundamentals,
with new product innovations and an increasing focus on
home décor and energy efficiency working to drive up sales. 

Coast currently operates 15 stores and four warehouse
distribution centres across the four western provinces. We offer
our customers the convenience of one-stop shopping for all of
their major household appliance needs across more than 30
major brands.

Our business strategy has three elements. To create value for the
Fund’s unitholders, we plan to:

1. Enter new markets in Western Canada and explore
opportunities to expand into Eastern Canada;

2. Increase sales from our existing stores; and 

3. Continue to enhance our profitability.

Vancouver
1 store
1 distribution warehouse
Burnaby
1 distribution warehouse
Coquitlam
1 store 
Surrey
1 store
Abbotsford
1 store

Victoria
1 store
1 distribution warehouse

Nanaimo
1 store 

Edmonton
2 storesKelowna

1 store

Winnipeg
1 store

Regina
1 store

Saskatoon
1 store 

Red Deer
1 store

Calgary
2 stores
1 distribution 

warehouse
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• Grew third quarter revenues by 2.1% and nine-month revenues by 4.7% year-over-year in a very challenging environment.

• Improved nine-month comparable store sales by 3.6% over 2007.

• Maintained 0.8-turn improvement in inventory turnover for the trailing 12 months to September 30, 2008. 

• Relocated existing Regina store to new, larger premises in a higher traffic area, to be officially opened in the fourth quarter.

• Completed roll-out of new inventory management system. 

• Wrote off accounts receivable of $1.2 million as a result of financial improprieties committed by a former employee.

Subsequent Events
• Reduced per-unit monthly distribution amount from $0.1025 ($1.23 per annum) to $0.0833 ($1.00 per annum) in order to

maintain balance sheet strength and financial flexibility, effective with the October 2008 distribution payment. 

• Reached tentative agreement to acquire independent Ontario appliance dealer Morley’s Appliance Centre, a transaction
expected to be immediately accretive to the Fund’s EBITDA and distributable cash.

Report to Unitholders [2] : Management’s Discussion and Analysis [5]

Consolidated Financial Statements [25] : Notes to the Statements [29]

Unitholder Information [Back Cover]

(in thousands of dollars except 
percentages and per-unit amounts)

2008 2007 2006 2008 2007 2006
Q3 Q3 Q3 YTD YTD YTD

Sales 38,547 37,759 34,674 110,673 105,729 93,193 
Gross margin 9,686 9,496 8,717 27,566 26,455 23,086 
As a percentage of sales 25.1% 25.1% 25.1% 24.9% 25.0% 24.8%

Net income before non-controlling interest 2,352 3,376 3,379 7,034 8,600 7,539 
Basic and diluted net income per unit 0.234 0.337 0.337 0.701 0.857 0.752 

EBITDA (before 2008 accounts receivable write-off) 4,112 4,208 4,342 10,503 10,884 10,339 
EBITDA margin (before 2008 accounts receivable write-off) 10.7% 11.1% 12.5% 9.5% 10.3% 11.1%

EBITDA 2,955 4,208 4,342 9,346 10,884 10,339 
EBITDA margin 7.7% 11.1% 12.5% 8.4% 10.3% 11.1%

Maintenance capital expenditures 175 76 141 741 185 383 
Adjusted distributable cash 2,534 3,895 3,987 7,855 9,993 9,259 
Adjusted distributable cash per unit 0.25 0.39 0.40 0.78 1.00 0.92 
Distribution per unit 0.31 0.30 0.30 0.92 0.90 0.90 
Adjusted distribution ratio 121.8% 77.3% 75.5% 117.9% 90.4% 97.5%

Performance Highlights
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On behalf of the Board of Trustees of Coast Wholesale
Appliances Income Fund, and all of our employees across
Western Canada, we are pleased to report to you on our
performance in the the three and nine months ended
September 30, 2008. The three-month period represents the
third quarter of our 2008 fiscal year.   

Despite a much more challenging business environment, we
have continued to increase our revenues, thanks to strong
contract sales completions with developers, designers and
builders. 

Third quarter operating results

Coast’s revenues of $38.5 million for the three months ended
September 30, 2008 were up by  2.1% from the third quarter of
2007. As in the first half, our business mix was skewed slightly
in favour of contract sales, which grew this year. However, due
to more cautious consumer spending during the quarter, our
retail sales were down marginally.

Although we again achieved a modest year-over-year
improvement in our gross margin on product sales during the
quarter, the gain was offset by a slight decrease in our extended
warranty margin and the impact of higher fuel prices on our
inbound freight costs. As a result, our gross margin of 25.1%
was unchanged from the 2007 level, and in line with our
historical levels. 

During the quarter, the Fund concluded a rigorous internal
investigation of a series of financial improprieties committed by
a former employee at one of our stores. As a result of this
investigation, which determined the source and scope of the
loss, we recorded a write-off of approximately $1.2 million 
of accounts receivable. The financial improprieties were
detected in a corporate review of internal financial controls 
and were restricted to the one store and the one employee. 
New organization-wide internal controls and protocols for
financial monitoring and reporting have been implemented,
and the matter has now been turned over to local police
authorities for their investigation. While we are pursuing all
possible civil remedies, it is uncertain whether any material
amount of the loss will be recovered.

To Our Unitholders

Due mainly to the impact of the accounts receivable write-off
on Coast’s net income before non-controlling interest, our third
quarter EBITDA declined to $3.0 million from $4.2 million in
2007, while our EBITDA margin declined to 7.7% from 11.1%.
Excluding the extraordinary write-off, our EBITDA would
have been $4.1 million and EBITDA margin would have been
10.7%. The balance of the year-over-year difference in EBIDTA
was due to generally increased expenses with the growth of
Coast’s business. Net income before non-controlling interest 
of $2.4 million, or 6.1% of sales, was down from $3.4 million, or
8.9% of sales, in the third quarter of 2007 for the same reasons. 

Nine-month operating results

Revenues for the nine months ended September 30, 2008 were
$110.7 million, up by 4.7% from the first three-quarters of 2007.
At comparable stores, locations open for more than one year,
we increased our sales by $3.8 million, or 3.6%, year-over-year.
Gross margin for the year-to-date was 24.9%, compared to 25%
in 2007. The slight erosion was mainly due to our higher freight
costs. 

Our nine-month EBITDA was $9.3 million, down from $10.9
million in the same period in 2007. EBITDA margin for the first
three-quarters was 8.4%, down from 10.3% in 2007. Excluding
the third-quarter accounts receivable write-off, Coast would
have generated an EBITDA margin of 9.5% on EBITDA of
$10.5 million. The balance of the difference for the year-to-date
was due to Coast’s increased expenses and the modest decrease
in gross margin. The new stores Coast opened in Alberta
during 2007 have contributed positively to our total EBITDA,
but have negatively impacted our EBITDA margin. As volume
grows in these stores, we expect the increase in total gross
margin dollars will result in an increase to our EBITDA margin.
Net income before non-controlling interest was $7.0 million, or
6.4% of sales, down from $8.6 million or 8.1% of sales, in the
first nine months of 2007.

We are pleased with our continued sales growth across Western
Canada. In the current uncertain economic environment, we
are continuing to benefit from our balanced business model,
which draws revenues from all three of the new home,
renovation and replacement markets, as well as the essential
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nature of the major home appliances we sell. We remain
focussed on enhancing profitability by streamlining our non-
selling functions and working to increase sales from existing
stores. 

As planned, as part of our strategy to drive up comparable store
sales, we relocated our Regina, Saskatchewan store to a new
facility in a higher-traffic area in September 2008. The new
location will mark its official grand opening in the fourth
quarter. In addition, we have now completed the roll-out of our
new inventory management system. The upgraded system is
designed to support the future growth of our business. 

Cash distributions

Distributions in the amount of $0.1025 per unit were paid for
each of July, August and September 2008, representing an
annualized distribution rate of $1.23 per unit. From the Fund’s
inception until the end of the third quarter, we have paid a 
total of 39 consecutive monthly cash distributions to our 
public unitholders, as well as 11 consecutive quarterly cash
distributions and six monthly cash distributions to the non-
controlling interest held by CWAL. Effective with the April
2008 distribution, all cash distributions to both public
unitholders and the non-controlling interest are now paid
monthly.

During the third quarter, the Fund earned $2.5 million, or 
$0.25 per unit, in adjusted distributable cash (before the non-
controlling interest). This was down from $3.9 million, or 
$0.39 per unit, in the same period of 2007. Excluding the
accounts receivable write-off the Fund would have earned 
$3.7 million or $0.37 per unit in adjusted distributable cash.
With the per-unit monthly distribution increase introduced in
October 2007, the amount distributed and accrued for payment
to unitholders and the non-controlling interest increased in
2008 to $3.1 million, or $0.31 per unit, from $3.0 million, or
$0.30 per unit, in 2007. 

For the first nine months, adjusted distributable cash (before
the non-controlling interest) was $7.9 million, or $0.78 per
unit, down from $10.0 million, or $1.00 per unit, in 2007.
Excluding the third quarter accounts receivable write-off, the

Fund’s adjusted distributable cash before the non-controlling
interest would have been $9.0 million or $0.90 per unit. The
amount distributed and accrued for payment to unitholders
and the non-controlling interest increased to $9.3 million, or
$0.92 per unit, from $9.0 million, or $0.90 per unit, in 2007.

The Fund’s adjusted payout ratio for the third quarter was
121.8%, up from 77.3% in 2007. On a 12-month trailing basis
to September 30, 2008, our adjusted payout ratio increased to
120.0% from 89.2% a year ago and 94.9% two years ago. 
The higher payout ratios in 2008 were due to reduced cash flow
from operations, which included the $1.2 million accounts
receivable write-off, before changes in non-cash working
capital, increased maintenance capital expenditures and the
higher monthly distribution amount. Capital expenditures
during the first nine months were primarily for the Abbotsford,
BC and Regina store relocations, necessary building
improvements and other planned expenditures required for
normal operations, as well as to support the future growth of
the business. On a cumulative basis, from the Fund’s inception,
our adjusted payout ratio is 98.4%.

Given the current worldwide economic uncertainty and the
magnitude of our third quarter write-off, the Trustees
determined that a reduction in our monthly distribution was
prudent. As we announced on October 22, 2008, effective with
the October 2008 distribution, the monthly distribution
amount has been reduced by 18.7% to $0.0833 per unit. 
This equates to an annualized distribution rate of $1.00 per
unit. The new distribution level should enable us to maintain
the balance sheet strength and financial flexibility we need to
pursue growth opportunities, while keeping our payout ratio in
an appropriate range. We believe that this level of distributions
will be sustainable going forward, while still giving a significant
return on investment.

Subsequent Event

Following quarter-end, we reached a tentative agreement to
purchase all of the assets and business of independent Ontario
appliance dealer Morley’s Appliance Centre. This transaction is
in keeping with one of the Fund’s key strategic objectives of
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expanding the business of Coast into Eastern Canada. 
In addition to providing us with a well-established foothold in
the Greater Toronto Area, the largest market of Canada, the
acquisition of Morley’s will allow us to generate incremental
sales revenue growth by capitalizing on Coast’s buying power
and the strong operating synergies that exist between the two
businesses. Subject to due diligence and other customary
conditions, we expect to complete the transaction by year-end.
The purchase will be financed by our existing acquisition term
facility. We anticipate that it will to be immediately accretive to
our EBITDA and distributable cash.

Outlook

As we enter the final quarter of 2008, single-family housing
starts and permits in Western Canada are continuing to slow
and we are now seeing a slow down in multi-family starts.
Given the present global economic climate and turmoil in the
credit markets, fluctuating currency and energy pricing, and
the resulting impact on consumer discretionary spending, the
outlook for our business is very cautious. 

We will be relocating our Edmonton north store to a new
facility in a higher traffic area in the third quarter of 2009. 
To support our growth in the Edmonton market, we will also be
opening a small warehouse close to the new Edmonton store in
2009. We are continuing to review opportunities to further
increase our market coverage. We are also continuing to
evaluate the most advantageous course of action for the Fund

and our unitholders in response to the taxation of distributions
at the trust level set to begin in 2011, as well as the timing of any
such action. 

In closing, we extend our thanks to all of our partners in success
– our employees, our suppliers and our customers – and our
appreciation to our unitholders for your continued support of
our business. We remain confident of our ability to manage
through the current market challenges and look forward to
reporting to you on our progress in this regard at the end of the
year.

R. Blain Lawson 
President and CEO, 
Coast Wholesale Appliances LP

C. Kenneth Crump 
Chairman of the Board of Trustees of 
Coast Wholesale Appliances Income Fund 
and Chairman of Coast Wholesale 
Appliances GP Inc. 



Forward-looking Statements

This discussion may contain forward-looking statements that involve known and unknown risks, uncertainties and other factors
that may cause the actual results, performance or achievements of the Fund, or industry results, to be materially different from any
future results, performance or achievements expressed or implied by such forward-looking statements. These statements may relate
to future events or future performance and reflect our expectations regarding growth, results of operations, performance, and
business prospects and opportunities. Such forward-looking statements reflect our current beliefs, are based on information
currently available to the Fund and speak only as of the date of this discussion. They reflect current expectations regarding future
events and operating performance, including, but not limited to: a lower expectation for the western Canadian economy compared
to prior quarters, relatively stable interest rates and a slowing in the issuing of new building permits compared to prior quarters.
Forward-looking statements involve significant risks and uncertainties, should not be read as guarantees of future performance or
results, and will not necessarily be accurate indicators of whether or not such results will be achieved. A number of factors could
cause actual results to differ materially from the results discussed in the forward-looking statements, including, but not limited to:
sensitivity to general economic conditions; maintenance of profitability and management of growth; competition; fluctuations in
fuel and commodity pricing, which may impact freight and other costs; usage of extended warranty programs; changes to planning
and supply chain processes; changes in consumer preferences; mix of product sales; reliance on suppliers; lack of long-term supplier
agreements; reliance on key personnel; foreign exchange rates as they relate to imported products; interest rates; and ability to close
or realize accretive benefits from acquisitions. The Fund cannot assure investors that actual results will be consistent with these
forward-looking statements, and the Fund assumes no obligation to update or revise these forward-looking statements to reflect
new events or circumstances.  
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This management’s discussion and analysis has been prepared as of October 30, 2008. 

It should be read in conjunction with the Fund’s unaudited interim consolidated financial

statements and accompanying notes for the period ended September 30, 2008, which 

appear later in this report, and our audited consolidated financial statements for the year

ended December 31, 2007 (available at www.sedar.com or www.coastincomefund.com). 

These financial statements have been prepared in accordance with Canadian generally

accepted accounting principles (GAAP). 

The Fund commenced operations on June 23, 2005 following the completion of an initial 

public offering of trust units. This report presents our financial results for the period from

January 1, 2008 to September 30, 2008. 

Management’s Discussion and Analysis
of Financial Conditions and Operations
For the period ended September 30, 2008  
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Fund Overview

The Fund is an unincorporated, open-ended, limited-purpose trust created by the Declaration of Trust made on March 24, 2005
and governed under the laws of the Province of Alberta. We commenced operations on June 23, 2005, when we completed an initial
public offering of trust units and acquired a 65.03% indirect interest in a chain of major household appliance stores in British
Columbia, Alberta, Saskatchewan and Manitoba from Coast Wholesale Appliances Ltd, now called CWAL Investments Ltd. 
The Fund holds, indirectly, 65.03% of the outstanding Class A Limited Partnership Units of Coast Wholesale Appliances LP (Coast),
a limited partnership established under the laws of the Province of Manitoba, and our results are entirely dependent on Coast’s
operating results.

Economic and Industry Factors

The economic and industry factors impacting our business have changed substantially from those discussed in the Fund’s 2007
Annual Report, dated March 19, 2008 and the Fund’s 2008 Second Quarter Report, dated August 7, 2008  (both available at
www.sedar.com or www.coastincomefund.com). Unprecedented declines in the stock market, volatile currency exchange rates,
fluctuating energy costs and the corresponding tightening of the credit market have all negatively impacted consumer confidence
in the Canadian economy and slower growth is now expected over the short to medium term in all regions. In Western Canada,
housing starts and permits have continued to slow in the single family market and starts in the multi-family market have also begun
to slow down. These factors are all expected to have a negative impact on our business in the coming months.

Seasonality

While we have levelled the Fund’s monthly distributions to provide a steady stream of income to unitholders, sales of our products
are subject to seasonal fluctuations that follow our customers’ building activities. Historically, the first quarter is our slowest,
accounting for 21% to 22% of annual sales, and the third quarter is our strongest, representing 27% to 28% of sales. Historically, the
second and fourth quarters have been approximately equal, accounting for 25% to 26% of sales. In 2007, we saw a change in this
seasonality. The first quarter was still our slowest, remaining at 21% to 22% of annual sales, while the remaining three quarters were
more equal in size, at approximately 26% of annual sales each. In the third quarter of 2008, sales were only marginally greater than
in the second quarter of this year, following the same pattern as 2007. Over the past six months, the seasonality of our business has
been impacted by the general slowing of the Canadian economy. 

Selected Financial Information

The following selected financial information has been derived from Coast’s unaudited interim consolidated financial statements for
the nine months ended September 30, 2008. This material should be read in conjunction with the unaudited interim consolidated
financial statements and the audited annual consolidated financial statements.  
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Operating Results
3 months ended 3 months ended 9 months ended 9 months ended 

September 30 September 30 September 30 September 30
2008 2007 2008 2007

(in thousands of dollars except percentages) $ $ $ $

Sales 38,547 37,759 110,673 105,729 
Cost of sales 28,861 28,263 83,107 79,273 
Gross margin 9,686 9,496 27,566 26,456

As a percentage of sales 25.1% 25.1% 24.9% 25.0% 
Expenses (1) 5,553 5,271 17,000 15,529 
Amortization of leasehold inducements 
(netted with facility expenses) 21 17 63 43 
EBITDA (2) before accounts receivable write-off 4,112 4,208 10,503 10,884

As a percentage of sales 10.7% 11.1% 9.5% 10.3%
Accounts receivable write-off 1,157 1,157 
EBITDA (2)  2,955 4,208 9,346 10,884

As a percentage of sales 7.7% 11.1% 8.4% 10.3%
Interest 230 265 792 734 
Future income taxes (recovery) (225) (3) (304) (131)
Amortization 598 570 1,824 1,681 

Net income before non-controlling interests 2,352 3,376 7,034 8,600
As a percentage of sales 6.1% 8.9% 6.4% 8.1%

Non-controlling interest 823 1,181 2,460 3,007
Net income 1,529 2,195 4,574 5,593

(1) Expenses include selling, general and administrative, facilities and warehousing expenses.

(2) See definition of EBITDA under Non-GAAP Measures. 
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Sales for the three months ended September 30, 2008 were $38.5 million, up by $0.7 million, or 2.1%, from the $37.8 million we
reported in the third quarter of 2007. This increase was on top of the 8.9% increase we achieved in the third quarter of last year. 
Sales were up in both BC and the Prairies, with Manitoba as our slowest market. 

As in the first half of this year, our contract sales were particularly strong as a result of project completions with developers and
builders, and our business mix was again skewed slightly in favour of contract sales. Our retail sales were down slightly from the
third quarter of last year but were approximately equal to the second quarter of the current year. To date, the year-over-year softening
in our retail business has been more than offset by the growth of our contract business. 

During the quarter, we completed the planned relocation of our Regina, Saskatchewan store to a larger, more retail-orientated
location. The official grand opening of the relocated store will take place in the fourth quarter. We expect to capture additional retail
business in this higher traffic location.

Sales for the nine months ended September 30, 2008 were $110.7 million, up by $5.0 million, or 4.7%, from $105.7 million in the
first nine months of 2007. At comparable stores, locations open for more than one year from the end of the period covered by this
report, sales grew by $3.8 million, or 3.6%, year-over-year.

Cost of sales and gross margin

Cost of sales for the three months ended September 30, 2008 was $28.9 million, or 74.9% of sales. This resulted in a gross margin of
$9.7 million, or 25.1% of sales. By comparison, in the third quarter of 2007, cost of sales was $28.3 million, or 74.9% of sales,
providing a gross margin of $9.5 million, also 25.1% of sales. We achieved a slight year-over-year improvement in our gross margin
on product sales; however, this small gain was offset by a slight deterioration in our extended warranty margin and by higher fuel
prices which drove up our costs for both inbound and outbound freight. During the second quarter of 2008, we adjusted our
delivery freight rates and brought our delivery freight margins back in line with historical levels but we continue to suffer some
minor margin impact from the inbound freight costs.

Cost of sales for the nine months ended September 30, 2008 was $83.1 million, or 75.1% of sales. This resulted in a gross margin of
$27.6 million, or 24.9% of sales. For the first nine months of 2007, cost of sales was $79.3 million, or 75.0% of sales, providing a gross
margin of $26.5 million, or 25.0% of sales. The slight year-to-date reduction in margin was due to the impact of higher fuel costs on
our freight costs in the first half of the year.

Sales 
3 months ended 3 months ended 9 months ended 9 months ended 

September 30 September 30 September 30 September 30 
2008 2007 2008 2007 

(in thousands of dollars except percentages) $ $ $ $

Comparable stores (1) 38,547 37,759 109,179 105,384  
% increase 2.1% 3.6%
New stores – 1,494 345 
Total 38,547 37,759 110,673 105,729 
% increase 2.1% 4.7%

(1) Comparable stores are locations open for more than one year from the date of this report.
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Accounts receivable write-off 

During the third quarter 2008, we concluded an internal investigation of a series of financial improprieties committed by a former
employee at one of our stores. The improprieties were detected in a corporate review of internal financial controls and were
restricted to the one store and the one employee. A rigorous investigation was required to determine the scope of the improprieties
and the extent of their impact on our business. We have implemented new, improved organization-wide internal controls and
protocols for financial monitoring and reporting. 

As a result of our recently-completed investigation, we have written off approximately $1.2 million of uncollectible accounts
receivable. We believe this amount represents the full extent of the loss as a result of the financial improprieties. The matter has now
been turned over to the local police authorities for their investigation. While we are pursuing all possible civil remedies, it is
uncertain whether any material amount of the loss will be recovered. The write-off has been included in our third quarter 2008
administrative expenses.  

Expenses 

Selling, warehouse, facility and general and administrative (SG&A) expenses for the three months ended September 30, 2008 were
$5.6 million, or 14.4% of sales (before the accounts receivable write-off discussed above). This was up by $0.3 million from the third
quarter of 2007, when SG&A expenses of $5.3 million equalled 14.0% of sales. The increase in expenses was mainly due to the
following factors:

• Third quarter general and administrative expenses were up by $0.2 million, due mainly to higher administrative costs as a result
of the internal investigation discussed above. In addition, we experienced a swing in our normal bad debt allowance from a
recovery position in 2007 to a cost in 2008.

• Our third quarter facilities costs increased by $0.1 million over 2007. Rental costs were up, due mainly to the relocation of our
Abbotsford store, and property tax and utility costs have increased across all our facilities.

• Warehouse costs for the third quarter were also up by $0.1 million over 2007, due mainly to higher wage and benefit expenditures
in 2008. We have experienced increases to our rates of pay year-over-year. 

• Our sales expenses for the third quarter were equivalent to the prior year’s and represented 6.5% of sales, compared to 6.7% for
the third quarter of 2007. Although our overall wages and benefits increased somewhat, the added costs were offset by a net
reduction in our marketing expenditures. 

For the nine months ended September 30, 2008, SG&A expenses were $17.0 million, or 15.4% of sales (before the accounts
receivable write-off discussed above). This was up by $1.5 million from the first nine months of 2007, when SG&A expenses of 
$15.5 million equalled 14.7% of sales. The increase in expenses was mainly due to the following factors:

• Sales expenses for the year-to-date were up by $0.4 million over 2007 as a result of higher wage and benefit costs. These expenses
equalled 7.1% of sales in 2008, compared to 7.0% of sales in 2007. Approximately half of the increase was due to this year’s higher
sales volumes. The balance related to staffing levels and adjustments to pay scales.

• Nine-month general and administrative expenses were also up by $0.4 million over 2007, due mainly to increased administrative
staff and wages. The swing in our normal bad debt allowance from a recovery position to a cost, and costs related to the internal
investigation discussed above, also contributed to the higher general and administrative expenses.

• Facilities costs for the first nine months of 2008 were up by $0.3 million over 2007, due in part to our increased rental costs in
Abbotsford. In addition, we incurred full rental costs for the two new Alberta stores opened in the first quarter of last year,
compared to partial rental costs during the 2007 start-up periods. Finally, property tax and utility costs have increased across all
our facilities.

• Warehouse costs for the nine-month period were up by $0.3 million over 2007, due mainly to higher wage and benefit
expenditures in 2008. 



[ 10 ]
COAST  WHOLESALE  APPL IANCES  INCOME  FUND

MANAGEMENT ’S  D ISCUSS ION  AND  ANALYS IS

2008  Q3  REPORT  TO  UN I THOLDERS  

EBITDA

EBITDA and EBITDA margin are not recognized measures under GAAP and do not have standardized meanings prescribed by
GAAP (see Non-GAAP Measures). 

A reconciliation of net income to EBITDA is as follows:

3 months ended 3 months ended 9 months ended 9 months ended 
September 30 September 30 September 30 September 30 

2008 2007 2008 2007 
(in thousands of dollars except percentages) $ $ $ $ 

Net income 1,529 2,195 4,574 5,593
Non-controlling interest 823 1,181 2,460 3,007
Interest 230 265 792 734  
Future income taxes (recovery) (225) (3) (304) (131)
Amortization 598 570 1,824 1,681 

EBITDA (1) 2,955 4,208 9,346 10,884
EBITDA margin (1) 7.7% 11.1% 8.4% 10.3%

(1) See definition of EBITDA and EBITDA margin under Non-GAAP Measures. 

EBITDA for the three months ended September 30, 2008 was $3.0 million, down from $4.2 million in the third quarter of 2007.
Excluding the accounts receivable write-off made in the third quarter, our EBITDA was $4.1 million, just short of the 2007 level. 
Our EBITDA margin of 7.7% for the three months was down from 11.1% in the third quarter of 2007. This was a result of the
increased expenses in the quarter, as discussed above. Without the accounts receivable write-off, EBITDA margin for third quarter
would have been 10.7%.

For the nine-months ended September 30, 2008, EBITDA was $9.3 million, down from $10.9 million in the same period in 2007.
Excluding the third-quarter write-off, our EBITDA of $10.5 million was in line with the prior year level. Our year-to-date EBITDA
margin was 8.4%, or 9.5% excluding the accounts receivable write-off, down from 10.3% in 2007. The reduction was mainly due to
our increased expenses and the modest decrease in gross margin, as discussed above. The new stores we opened in Alberta in 2007,
although contributing positively to total EBITDA, have negatively impacted our EBITDA margin.  As volume grows in these stores,
we expect the increase in total gross margin dollars will result in an increase to their EBITDA margin.

Interest

Interest expense in the third quarter was down marginally from the same period in 2007. Our term loan interest was approximately
equal to the prior year. Higher interest on our operating loan, due to increased utilization of the operating line compared to the prior
year, was more than offset by the amortization of the deferred liability recorded when our swap arrangement became ineffective in
the second quarter of 2007. Our net cash interest expense in the third quarter was up slightly over the third quarter of 2007.

For the nine-month period, interest expense increased by $0.1 million over the prior year. In the first quarter of 2008, interest
expense was impacted by the accounting treatment of financial instruments. In fiscal 2007, our interest rate swap became ineffective
for accounting purposes when we extended the maturity date of our term loan (see Financial Instruments). As a result, we recorded
a financial instrument on our balance sheet. Its amortization over the nine-month period resulted in a minor increase to our interest
expense. Our net cash interest showed a small increase over the first nine months of 2007, due to the increased utilization of our
operating line in 2008.




