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The decrease in Adjusted EBITDA margins in 2006 reflects lower margins generated by acquired businesses in Vertical 
Media in the first and second quarters of 2006.  The margins in the second half of 2006 have also been impacted by non-
recurring transition expenses of $9.5 million relating to the integration of the acquired businesses. 

Net earnings were affected by purchase accounting and are not comparable quarter over quarter.  

Segmented Information – Directories 

Key Performance Indicators 

Each year, we set targets to advance our goals and drive results. The targets below have been established through our ongoing 
planning process.   

Year-over-Year Performance 
  

2007 Target 
Three-month period ended  

June 30, 2007  
Six-month period ended 

June 30, 2007 

Adjusted Revenue growth –  
On a comparable basis  4% to 5% 5.1% 5.4% 

Adjusted EBITDA growth –  
On a comparable basis  4% to 7% 6.6% 7.2% 

 
Adjusted Revenues on a comparable basis as if YPG had owned the entities from the beginning of each reporting period, grew at a 
level above our 2007 target ranges, at 5.1%. Adjusted EBITDA on a comparable basis grew at 6.6% for the second quarter of 
2007, which is within our target range and grew at a level above our 2007 target range for the six-month period ended June 30, 
2007 at 7.2%. These results reflect a stronger performance in our online revenues as a result of an accelerated adoption of our 
online offerings in Western Canada combined with cost containment efforts and higher synergies being realized from our 
integration of MTS. 

The table below provides supplemental information incorporating the results of MTS and Aliant (the “Acquired Entities”) in 2006 as 
if YPG had owned those entities all year in order to better discuss performance on a comparable basis.  

 
Combined Financial Results of YPG and Acquired Entities –  
Three-month period ended June 30, 2006 
(in thousands of Canadian dollars) 
 YPG Acquired Entities1 Total 

Adjusted Revenues $287,219 $23,899 $311,118 

Adjusted EBITDA $166,743 $14,133 $180,876 

Adjusted EBITDA margin 58.1% 59.1% 58.1% 

 
 

Combined Financial Results of YPG and Acquired Entities –  
Six-month period ended June 30, 2006 
(in thousands of Canadian dollars) 
 YPG Acquired Entities1 Total 

Adjusted Revenues $570,460 $47,673 $618,133 
Adjusted EBITDA $331,712 $27,549 $359,261 

Adjusted EBITDA margin 58.1% 57.8% 58.1% 

 
 
 1  Includes 87.14% of Aliant   
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Operating and Financial Results  

Operating Results1,2 
(in thousands of Canadian dollars) 

 Three-month periods ended June 30, Six-month periods ended June 30, 
 2007 2006 2007 2006 
Revenues $320,421 $287,093 $629,388 $566,759 

Operating costs 130,073 121,201 255,594 237,414 
Income from operations before 

depreciation and amortization (EBITDA) 190,348 165,892 373,794 329,345 

Depreciation and amortization  38,598 35,952 71,552 91,913 

Income from operations  $151,750 $129,940 $302,242 $237,432 

Revenues $320,421 $287,093 $629,388 $566,759 
Elimination of purchase accounting impact 1,691 126 2,578 3,701 

Adjusted Revenues $322,112 $287,219 $631,966 $570,460 

Income from operations before 
depreciation and amortization (EBITDA) $190,348 $165,892 $373,794 $329,345 

Elimination of purchase accounting impact (886) (178) (1,381) 80 

Transition expenses - 1,029 - 2,287 

Adjusted EBITDA $189,462 $166,743 $372,413 $331,712 

 
1  The results of the specialized guides that were previously reported as part of the Vertical Media segment are included in the three-month and six-

month periods ended June 30, 2006 of the Directories segment.  As such, a reclassification of the six-month results has been performed to 
reflect this inclusion in the Directories segment. 

2  See Note 17 - Segmented Information of the interim consolidated financial statements of the Company for the period ended June 30, 2007. 
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Analysis of Operating and Financial Results 

Revenues and Adjusted Revenues 

Revenues increased by $33.3 million to $320.4 million during the second quarter of 2007 and by $62.6 million to reach  
$629.4 million for the six-month period ended June 30, 2007, compared with the same periods last year. For the three-month 
period ended June 30, 2007, $19.4 million is attributable to the contribution of acquired businesses in 2006 and 2007. For the six-
month period ended June 30, 2007, this explanation accounts for $29.9 million. Excluding the effect of purchase accounting, 
Adjusted Revenues increased by $34.9 million to $322.1 million during the second quarter of 2007 and by $61.5 million to  
$632 million for the six-month period ended June 30, 2007, compared with the same periods last year. Organic growth amounted 
to $16 million or 5.1% for the second quarter of 2007, and $33.3 million or 5.4% for the six-month period ended June 30, 2007.  

EBITDA and Adjusted EBITDA 

EBITDA increased by $24.5 million to $190.3 million in the second quarter of 2007 and by $44.4 million to reach $373.8 million for 
the six-month period ended June 30, 2007, compared with the same periods last year. Excluding the effect of purchase accounting 
and non-recurring transition expenses related to the acquisition of ADS, Adjusted EBITDA increased by $22.7 million to  
$189.5 million in the second quarter of 2007 and by $40.7 million to $372.4 million for the six-month period ended June 30, 2007, 
compared with the same periods last year. 

Cost of sales amounted to $70.6 million in the second quarter of 2007 compared with $65.3 million for the same period last year. In 
the first six months of 2007, cost of sales was $137.8 million compared to $125.7 million for the first six months of 2006.  Excluding 
the effect of purchase accounting, cost of sales increased in the second quarter of 2007 to $73.2 million compared with  
$65.9 million for the same period last year and to $141.7 million for the six-month period ended June 30, 2007 compared to  
$129.9 million for the same period last year, mainly due to the acquisitions of MTS and Aliant and higher direct costs related to 
increased revenues.   

Gross profit margin was 78% in the second quarter of 2007 compared to 77.3% for the same period last year and 78.1% for the 
six-month period ended June 30, 2007 compared to 77.8% for the same period last year.  Excluding the effect of purchase 
accounting, gross profit margin was 77.3% in the second quarter of 2007 compared to 77.1% for the same period last year and 
77.6% for the six-month period ended June 30, 2007 compared to 77.2% for the same period last year. 

General and administrative expenses in the second quarter of 2007 increased by $3.6 million to $59.5 million and by $6.2 million to 
$117.8 million for the six-month period ended June 30, 2007, compared with the same periods last year.  The results of 2006 do 
not include MTS, which was acquired in the fourth quarter of 2006, and include only 12.86% of Aliant. 

Depreciation and amortization 

Depreciation and amortization increased from $36 million in the second quarter of 2006 to $38.6 million in the second quarter of 
2007.  The increase in the second quarter compared to the same period last year is due to the acquisitions of MTS and Aliant and 
the related increase of intangible assets.  Over the first six months of 2007, when compared to the same period last year, 
depreciation and amortization decreased to $71.6 million from $91.9 million.  The decrease in the six-month period ended  
June 30, 2007 when compared to the same period last year, substantially relates to the acquisition of ADS where the amortization 
of customer contracts amortized over a period not exceeding 11 months ceased in the second quarter of 2006.  Excluding the 
effect of purchase accounting, depreciation and amortization was $9.6 million for the second quarter of 2007, up slightly from  
$9 million for the second quarter of 2006 and $18.9 million for the six-month period ended June 30, 2007 when compared to  
$19.3 million for the same period last year.  
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Segmented Information – Vertical Media 
This segment includes the results of Trader in 2007.  It also includes the results from the new partnership with LesPAC from  
the date of acquisition on April 19, 2007.  For the first six months of 2006, the results include TMC only from the date of acquisition 
on February 14, 2006, and Trader Canada only from its acquisition on June 8, 2006.  As such, comparative figures are  
not meaningful. 

Key Performance Indicators 

Each year, we set targets to advance our goals and drive results. The targets below have been established through our ongoing 
planning process.   

Year-over-Year Performance 
  

2007 Target 
Three-month period ended  

June, 30, 2007  
Six-month period ended 

June 30, 2007 

Revenue growth –  
On a comparable basis  6% to 7% 5.1% 4.7% 

EBITDA growth –  
On a comparable basis  7% to 9% 12.3% 8.8% 

 

Revenues on a comparable basis, as if YPG had owned the entities from the beginning of each reporting period, grew at a level 
below our 2007 target range, at 5.1% for the second quarter of 2007, but higher than the previous quarter of 3.9% which results in 
a lower revenue growth than expected of 4.7% for the six-month period ended June 30,2007.  The focus on change management 
continues to result in short-term negative variances in terms of revenue growth.  EBITDA, however, grew at a level above our  
2007 target range, at 12.3% for the second quarter of 2007 and is in line with expectations for the six-month period ended  
June 30, 2007 at 8.8%.   

The table below provides supplemental information incorporating the results of Trader and LesPAC in 2006 as if YPG had owned 
those entities all year in order to better discuss performance on a comparable basis.  

 
2006 Results of Trader and LesPAC on a stand-alone basis  
(in thousands of Canadian dollars) 
 Q1 Q2 
Revenues $73,210 $86,702 
EBITDA $19,756 $26,883 
EBITDA margin 27% 31% 
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Operating and Financial Results 

Operating Results1, 2 
(in thousands of Canadian dollars) 

 Three-month periods ended June 30, Six-month periods ended June 30, 
 2007 2006 2007 2006 
Revenues $90,689 $53,231 $165,963 $69,335 

Operating costs 60,718 35,916 115,995 47,891 
Income from operations before 

depreciation and amortization 
(EBITDA) 29,971 17,315 49,968 21,444 

Depreciation and amortization  11,384 6,848 22,460 9,599 

Income from operations  $18,587 $10,467 $27,508 $11,845 
 

1  The results of the specialized guides that were previously reported as part of the Vertical Media segment are included in the three-month and six-
month periods ended June 30, 2006 of the Directories segment.  As such, a reclassification of the six-month results has been performed to 
reflect this inclusion in the Directories segment. 

2  See Note 17 – Segmented Information of the interim consolidated financial statements of the Company for the period ended June 30, 2007. 

Analysis of Operating and Financial Results  

Revenues  

Revenues from our Vertical Media segment amounted to $90.7 million in the three-month period ended June 30, 2007 compared 
to $53.2 million for the same period last year, and $166 million for the six-month period ended June 30, 2007 compared to $69.3 
million for the same period last year. The portion attributable to each product vertical is 65% for Automotive, 18% for Real Estate, 
14% for general merchandise and 3% for Employment and Other. 

EBITDA 

EBITDA increased by $12.7 million to $30 million for the three-month period ended June 30, 2007 and increased by $28.5 million 
to $50 million for the six-month period ended June 30, 2007, compared to the same periods last year.  

Cost of sales amounted to $42.4 million for the second quarter of 2007 compared to $24.4 million for the same period last year.  
For the six-month period ended June 30, 2007, cost of sales was $80.8 million compared to $31.8 million for the same period  
last year.  

Gross profit margin was 53.2% for the second quarter of 2007 compared to 54.2% for the same period last year and 51.3% for the 
six-month period ended June 30, 2007 compared to 54.1% for the same period last year. 

General and administrative expenses amounted to $18.3 million in the second quarter of 2007 compared to $11.6 million for the 
same period last year.  For the six-month period ended June 30, 2007, general and administrative expenses were $35.2 million 
compared to $16.1 million for the same period last year.  

Depreciation and amortization  

Depreciation and amortization amounted to $11.4 million in the second quarter of 2007 compared to $6.8 million for the same 
period last year and $22.5 million for the six-month period ended June 30, 2007 compared to $9.6 million for the same period last 
year.  Excluding the effect of purchase accounting, depreciation and amortization was $2.7 million for the second quarter of 2007 
compared to $1 million for the same period in 2006, and $5.1 million for the first six months of 2007 compared to $1.3 million for 
the same period last year. 
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4. Liquidity and Capital Resources 

Financial Position 

Capital Structure 
(in thousands of Canadian dollars) 

 

 As at  
June 30, 2007 

As at  
December 31, 2006 

Cash and cash equivalents $52,411 $57,408 

Medium Term Notes 2,044,474 2,050,000 

Exchangeable Debentures 278,229 288,501 

Commercial Paper facility (drawn amount) 111,000 242,800 

Obligations under capital leases 17,961 11,033 

Long-term debt, including current portion $2,451,664 $2,592,334 

Total net debt (net of cash and cash equivalents)  $2,399,253 $2,534,926 

Preferred shares 486,363 - 
Total net debt and preferred shares (net of cash and cash 

equivalents)  2,885,616 $2,534,926 

Unitholders’ equity 5,798,430 5,831,544 

Total capitalization including preferred shares 8,684,046 $8,366,470 

Net debt to total capitalization 27.6% 30.3% 

Net debt and preferred shares to total capitalization 33.2% 30.3% 
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As at June 30, 2007, YPG had approximately $2.4 billion of debt net of cash and cash equivalents, or $2.9 billion including 
preferred shares issued during the first half of 2007. The net debt and preferred shares position has increased from the end of the 
last quarter mostly due to additional financing related to the acquisition of Aliant and the investment in LesPAC.com. These 
acquisitions were funded with a combination of cash on hand and the issuance of commercial paper on our existing facility. The net 
debt to EBITDA ratio1 as of June 30, 2007 stands at 2.8 times compared to 3.2 times as of December 31, 2006.  The net debt and 
preferred shares to EBITDA ratio1 stands at 3.4 times as of June 30, 2007. The net debt to total capitalization stands at 27.6% 
compared to 30.3% as of December 31, 2006, and the net debt and preferred shares to total capitalization stands at 33.2% as of 
June 30, 2007.  

Cumulative Redeemable First Preferred Shares, Series 1 

On March 6, 2007, YPG Holdings Inc., a subsidiary of the Fund, issued 12,000,000 cumulative redeemable preferred shares, 
Series 1 (the “Preferred Shares Series 1”) for gross proceeds of $300 million. A dividend of $1.0625 per share per annum is 
payable on the Preferred Shares Series 1, yielding 4.25% per annum, payable quarterly. The Preferred Shares Series 1 are 
redeemable by the issuer at par for cash on or after March 31, 2012, or by the issuance of units of the Fund between March 31, 
2012 and December 31, 2012. The Preferred Shares Series 1 are also retractable for cash at the holder's option on or after 
December 31, 2012 at a price equal to $25.00 per share plus any accrued and unpaid dividends in arrears. Net proceeds from the 
issuance of the Preferred Shares Series 1 were used to repay commercial paper borrowings and for general corporate purposes. 
The Preferred Shares Series 1 were issued under a Short Form Prospectus dated February 28, 2007.  

Cumulative Redeemable First Preferred Shares, Series 2 

On June 8, 2007, YPG Holdings Inc., a subsidiary of the Fund, issued 8,000,000 cumulative redeemable preferred shares, Series 
2 (the “Preferred Shares Series 2”), for gross proceeds of $200 million.  A dividend of $1.25 per share per annum is payable, 
yielding 5.0% per annum, payable quarterly.  The Preferred Shares Series 2 are redeemable by the issuer at a decreasing 
premium for cash on or after June 30, 2012, or by the issuance of units of the Fund between June 30, 2012 and June 30, 2017.  
The Preferred Shares Series 2 are also retractable for cash at the holder’s option on or after June 30, 2017 at a price equal to 
$25.00 per share plus any accrued and unpaid dividends in arrears.  Net proceeds from the issuance of the Preferred Shares 
Series 2 were used to repay commercial paper borrowings.  The Preferred Shares Series 2 were issued under a Short Form 
Prospectus dated June 1, 2007.  An amount of $1.6 million representing the value of the redemption option has been classified as 
a derivative financial instrument on the balance sheet. 

Both the Preferred Shares Series 1 and Preferred Shares Series 2 were assigned a rating of P-3 by Standard and Poor’s and  
Pfd-3 (high) by DBRS. 

Revolving Credit Facilities and Commercial Paper Program 

The Fund currently has in place a $700 million senior unsecured revolving credit facility (the “Revolving Facility”). The Revolving 
Facility which is composed of two tranches was amended on March 6, 2007 to extend the term of its tranches: (i) the $500 million 
364-day revolving tranche with a 2-year term-out option will now mature in May 2010; and (ii) the $200 million 5-year revolving 
tranche will now mature in May 2012. The total amount of the Revolving Facility can be used as back-up for the commercial paper 
program and for general corporate purposes. The 364-day tranche can be extended annually, subject to the Lender’s consent.  If 
not extended, any amount drawn may be converted, at our option, into a 2-year non-revolving term loan. As of June 30, 2007, no 
amount was drawn under the Revolving Facility. 

The Revolving Facility is subject to customary terms and conditions including limits on pledging assets without the consent of 
lenders.  These facilities are also subject to the maintenance of a maximum ratio of funded debt to EBITDA of 4.25 times and a 
minimum ratio of EBITDA to interest expense on total debt of 3.5 times. 

YPG Holdings Inc., a subsidiary of the Fund, maintains a commercial paper program with an authorized limit of $500 million. The 
Revolving Facility serves as a back-up facility for the program. As at June 30, 2007, commercial paper outstanding amounted  
to $111 million.  

YPG Holdings Inc. was in compliance with all of its debt covenants as at June 30, 2007. 

 

 
1 Latest twelve month EBITDA giving effect to the impact of acquisitions.  
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Medium Term Note Program  

YPG Holdings Inc. has a total of $2.1 billion of notes outstanding under its Medium Term Notes program with varying maturity 
dates between 2009 and 2036.  

Exchangeable Unsecured Subordinated Debentures  

YPG Holdings Inc. has a total of $300 million of Exchangeable Unsecured Subordinated Debentures outstanding (the 
“Exchangeable Debentures”). The Exchangeable Debentures have a maturity date of August 1, 2011 and are exchangeable at any 
time, at the option of the holder, for units of the Fund at an exchange price of $20.00 per unit. The Exchangeable Debentures are 
redeemable at par at the option of YPG Holdings Inc. after August 1, 2009, subject to certain restrictions. The Exchangeable 
Debentures also provide YPG Holdings Inc. with the option to repay the principal and interest in units of the Fund. An amount of 
approximately $13 million, representing the value of the exchange option, has been classified as a component of Unitholders’ 
equity on the balance sheet. There has not been any exchange of the Exchangeable Debentures during the quarter. 

Liquidity 

On June 30, 2007, cash and cash equivalents amounted to $52.4 million. In addition to cash and cash equivalents, YPG Holdings 
Inc. may issue additional notes amounting to $389 million under its $500 million commercial paper program and access another 
$200 million under its Revolving Facility which remains undrawn.  

Unit data 

As at August 9, 2007 outstanding unit data was as follows: 

Outstanding Unit Data  
  As at August 9, 2007 As at Dec. 31, 2006 

Units outstanding 533,152,231 532,067,956 

Options outstanding 1,013,940 2,055,300 

Warrants outstanding 12,500,000 12,500,000 

 

The units are voting and participate equally in the income, losses and capital distributions of the Fund.  On February 14, 2006, 
19,000,000 Exchangeable Units of YPG LP exchangeable into units of the Fund were issued as a partial consideration for the 
acquisition of TMC. During the first quarter of 2007, 4,000,000 Exchangeable Units of YPG LP were exchanged for Units of the 
Fund. On July 25, 2007 an additional 1,000,000 Exchangeable Units of YPG LP were exchanged for Units of the Fund. As a result, 
on August 9, 2007, 14,000,000 Exchangeable Units of YPG LP are outstanding. 

No options were granted following the inception of the Fund. 

YPG Holdings Inc. also has a total of $300 million of Exchangeable Debentures which are exchangeable at any time, at the  
option of the holder into units of the Fund at an exchange price of $20.00 per unit.  See above Exchangeable Unsecured 
Subordinated Debentures. 

YPG Holdings Inc. has also issued 12,000,000 Preferred Shares Series 1 for gross proceeds of $300 million and  
8,000,000 Preferred Shares Series 2 for gross proceeds of $200 million.  The Preferred Shares Series 1 and the Preferred  
Shares Series 2 are redeemable by the issuer under certain conditions by the issuance of units of the Fund.  See above 
Cumulative Redeemable First Preferred Shares Series 1 and Cumulative Redeemable First Preferred Shares Series 2. 
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Contractual Obligations and Other Commitments 

Contractual obligations  
(in thousands of Canadian dollars) 

 Payments due for the periods ending December 31 

 Total 6 months 1 – 3 years 4 – 5  years After 5 years 
Long-term debt1,2 $2,461,000 $- $450,000 $561,000 $1,450,000 
Obligations under capital 

leases 18,026 1,937 10,583 3,928 1,578 

Preferred shares2  500,000 - - 300,000 200,000 

Operating leases 192,038 14,160 72,954 34,889 70,035 

Purchase obligations 40,155 12,073 28,082 - - 
Total contractual 

obligations $3,211,219 $28,170 $561,619 $899,817 $1,721,613

1 Including Exchangeable Debentures 
2 Principal amount 

Obligations under capital leases 

We entered into various capital lease agreements for office equipment and software. As of June 30, 2007, minimum payments 
under these capital leases over the next five years and thereafter totalled $18 million. 

Operating leases 

We rent our premises under various operating leases. As of June 30, 2007, minimum payments under these operating leases over 
the next five years and thereafter totalled $192 million.  

Purchase obligations 

We use the services of outside suppliers to distribute our directories and have entered into long-term agreements with such 
suppliers.  These agreements expire between 2008 and 2009.  As at June 30, 2007, we have an obligation to purchase services 
for $ 40.2 million over the next three years. Cash from operations will be used to satisfy these purchase obligations.  
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Sources and Uses of Cash 
Consistent with the directory and classified publishing industry, the Company has minimal capital spending requirements combined 
with low operating costs.  

Sources and Uses of Cash 
(in thousands of Canadian dollars) 
 Three-month periods ended June 30, Six-month periods ended June 30, 
 2007 2006 2007 2006 
Cash flow from operating activities  
Cash flow from operations $187,575 $163,889 $362,474 $309,756 

Change in operating assets and liabilities (12,313)  1,577 (34,750)  (33,854) 

 $175,262 $165,466 $327,724 $275,902 

Cash flow used in investing activities       
Business acquisitions, net of cash acquired $(341,769) $(768,552) $(341,769) $(899,768) 

Acquisition of capital assets (20,310) (15,299) (38,114) (27,075) 

Proceeds from lease inducements - - 1,826 184 

Acquisition of investment (5,000) - (5,000) - 

Acquisition of intangibles - (2,450) (20) (2,460) 

 $(367,079) $(786,301) $(383,077) $(929,119) 

Cash flow from financing activities       

Issuance of long-term debt $111,000 $635,500 $111,000 $885,169 

Repayment of long-term debt (921) (27,144) (244,427) (209,082) 

Issuance of preferred shares 200,000 - 500,000 - 

Distributions to unitholders (144,488) (130,185) (289,071) (248,266) 

Issuance of units, net - (452) - 241,629 

Other costs (4,456) (4,292) (27,146) (18,184) 

 $161,135 $473,427 $50,356 $651,266 

 
Cash flow from operating activities 

Cash flow from operating activities increased by $9.8 million during the second quarter of 2007 and by $51.8 million for the six-
month period ended June 30, 2007. The changes reflect the additional Adjusted EBITDA contribution of $35.4 million and  
$69.2 million generated during the three-month period and six-month periods ended June 30, 2007, respectively.  This is partly 
offset by increased financial charges associated with new debt instruments and higher tax-related amounts. The variance in 
change in operating assets and liabilities for the quarter is mainly due to the timing of payment of certain accounts payable and 
accrued liabilities related to restructuring and special charges in connection with our business acquisitions. 

The Company generates sufficient cash flow from operations to fund capital expenditures, distributions, working capital 
requirements and to service its debt obligations.  Please refer to Distributable Cash further in this section to understand the impact 
of new tax proposals from the Minister of Finance (Canada) on cash flow from operating activities. 

Cash flow used in investing activities 

Cash used in investing activities decreased from $786.3 million in the second quarter of 2006 to $367.1 million in the second quarter 
of 2007, and to $383.1 million in the six-month period ended June 30, 2007 from $929.1 million in the same period last year.  During 
the second quarter of 2007, we acquired Aliant and LesPAC.  We also made a strategic investment in Call Genie Inc. (“Call Genie”) 
of $5 million representing approximately 4% of their then outstanding common shares.  During the six-month period ended  
June 30, 2006, we acquired TMC and Trader Canada creating our second and complementary platform in the vertical segment. 
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Acquisition of Capital Assets, net of Lease Inducements 
(in thousands of Canadian dollars) 

 Three-month periods ended June 30, Six-month periods ended June 30, 
 2007 2006 2007 2006 
Transition capital $2,302 $3,556 $5,879 $6,448 

Maintenance 5,052 4,770 9,963 8,955 

New initiatives 3,138 3,835 6,259 6,731 
Leasehold improvements, net of lease 

inducements 6,515 1,134 13,792 3,517 

Total $17,007 $13,295 $35,893 $25,651 
Adjustment to reflect expenditures on a cash 

basis 3,303  2,004 395 1,240 
Acquisition of capital assets, net of lease 

inducements $20,310 $15,299 $36,288 $26,891 
 

Transition capital - Pursuant to the acquisitions of TMC and Trader Canada, an amount of $10 million was identified as pre-funded 
capital for purposes of integrating the combined Vertical Media businesses of which $1.8 million was spent during the second 
quarter of 2007 and $4.9 million during the first six months of 2007. 

Maintenance capital expenditures increased from $4.8 million in the second quarter of 2006 to $5.1 million in the second quarter of 
2007 and to $10 million for the six-month period ended June 30, 2007 compared with $9 million for the same period last year.  
Following the recent acquisition of Aliant, total maintenance capital expenditures for the year 2007 are expected to increase to 
approximately $21.5 million. 

Capital spending for new initiatives decreased from $3.8 million in the second quarter of 2006 to $3.1 million in the second quarter 
of 2007 and to $6.3 million for the six-month period ended June 30, 2007 compared with $6.7 million for the same period last year, 
due to timing of various initiatives. 

Leasehold improvements – During the quarter, we incurred $5.8 million related to our new Trader offices in Toronto and Montreal.  
For the six-month period ended June 30, 2007, we have spent approximaly $10.2 million related to these renovations. In addition, 
for the six-month period ended June 30, 2007, an amount of $3.5 million has been spent relating to the renovation of our Directory 
premises in Burnaby. 

Cash flow from financing activities  

The issuance of additional units, combined with an increase in the level of cash distributions per unit, resulted in an increase in 
distributions to unitholders from $130.2 million in the second quarter of 2006 to $144.5 million in the second quarter of 2007 and 
from $248.3 million in the first six months of 2006 to $289.1 million in the first six months of 2007. 
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Distributable Cash 
The Fund’s primary source of cash for distributions is cash flow from operating activities. A reconciliation between cash flow from 
operating activities and distributable cash is provided below: 

Distributable Cash  
(in thousands of Canadian dollars) 

 Three-month periods ended June 30, Six-month periods ended June 30, 
 2007 20061 2007  20061 
Cash flow from operating activities $175,262 $165,466 $327,724 $275,902 
Operating non-cash items2 (5,915) (6,038) (11,151) (10,520) 

Change in operating assets and liabilities3 12,313 (1,577) 34,750 33,854 

Maintenance capital expenditures4 (5,052) (4,770) (9,963) (8,955) 

Other5 700 (3,445) (60) (3,683) 

Distributable cash $177,308 $149,636 $341,300 $286,598 
Weighted average number of units outstanding 530,376,724 505,676,976 530,428,376 496,448,841 

Distributable cash per unit $0.33 $0.30 $0.64 $0.58 

Distributions declared $144,551 $130,225 $289,166 $253,998 

Distributions declared per unit $0.27 $0.26 $0.55 $0.51 

Payout ratio6. 82% 87% 86% 88% 

1   Following the revised Staff Notice 52-306 issued by the Canadian Securities Administrators on distributable cash presentation, we adopted their 
recommendations retroactive to January 1, 2005 in order to disclose comparable results.  As such, adjustments to eliminate the impact of 
purchase accounting and non-recurring transition expenses are no longer made. 

2  Represents operating items with no impact on current cash flow such as pension expense and employee-related expenses through restricted unit 
awards. The likelihood of those elements materializing into outflows on a long term basis is such that management believes it should be included 
in the calculation in order to reflect the cash generated from the ongoing operations. 

3  Change in operating assets and liabilities is excluded from the calculation as it would introduce cash flow variability and affect underlying cash 
flow from operating activities.  

4  Maintenance capital expenditures refer to capital expenditures that are necessary to sustain current productive capacity. Management believes 
that maintenance capital expenditures should be funded by cash flow from operating activities. Capital spending for new initiatives are expected 
to improve future distributable cash and as such are not deducted from cash flow from operating activities. Transition capital is provided for as 
part of the financing plan of specific business acquisitions and is therefore not funded from distributable cash. 

5  Includes non-controlling interest related to the LesPAC partnership formed in April 2007, tax related amounts and other amounts that do not 
reflect the ongoing operations of the business. 

6 The level of distributions paid is reviewed periodically to take into account the current and prospective performance of the business and other 
items considered to be prudent.  
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Distributable Cash 
(in thousands of Canadian dollars) 

 Three-month period 
ended June 30, 

Six-month period 
ended June 30, 

Previously completed 
fiscal years 

 2007 2007 2006 2005 
Cash flow from operating activities $175,262 $327,724 $601,363 $497,372 

Net earnings $127,573 $248,524 $431,933 $241,833 

Actual cash distributions declared  $(144,551) $(289,166) $(527,879) $(419,227) 

Excess of cash flows from operating 
activities over cash distributions 
declared $30,711 $38,558 $73,484 $78,145 

Shortfall of net earnings over cash 
distributions declared $(16,978) $(40,642) $(95,946) $(177,394) 

Impact of purchase accounting on net 
earnings $37,767 $70,065 $125,564 $203,311 

Excess of net earnings over cash 
distributions declared excluding impact 
of purchase accounting $20,789 $29,423 $29,618 $25,917 

 
Distributions declared exceeded net earnings for the three-month period by $17 million and for the six-month period by  
$40.6 million.  The Fund does not use net earnings as a basis to calculate distributions as net earnings, in accordance with GAAP, 
includes expenses which do not affect cash such as amortization of intangible assets such as non-compete agreements, customer 
contracts and customer relationships.  As a result of our acquisitions over the past several years, our net earnings has been 
impacted by purchase accounting resulting in an increased amount of amortization related to the acquired intangibles.  The costs 
of these intangible assets are included in the purchase price but there are no future cash outflows associated with maintaining 
these intangible assets.  If we exclude the impact of purchase accounting, net earnings exceeded distributions declared by  
$20.8 million and $29.4 million for the three-month and six-month periods ended June 30, 2007, respectively.   

Cash distributions declared were lower than distributable cash resulting in a payout ratio of 82% for the three-month period ended 
June 30, 2007, and 86% for the six-month period ended June 30, 2007.  The level of distributions declared is reviewed periodically 
to take into account the current and prospective performance of the business and other items considered to be prudent. 
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Distributable cash1 

Distributable cash increased from $149.6 million in the second quarter of 2006 to $177.3 million in the second quarter of 2007 and 
from $286.6 million in the six-month period ended June 30, 2006 to $341.3 million for the same period this year.  The increase for 
the quarter is mainly due to the contribution from acquired businesses.  This contribution was partially offset by higher interest 
expense associated with higher borrowings to finance these acquisitions.   

Distributable cash per unit increased from $0.30 in the second quarter of 2006 to $0.33 for the second quarter of 2007.  For the 
first six months of 2007, it was $0.64 compared to $0.58 for the same period last year.  These increases represent growth of 10% 
for the quarter.  

The Fund’s cumulative distributable cash since its Initial Public Offering in August of 2003 to June 30, 2007 is approximately  
$1.9 billion, or $4.23 per unit.  Total distributions declared during the same period reached approximately $1.7 billion, or $3.79 per 
unit representing a cumulative payout ratio of 90%.  

As we calculate the Fund’s distributable cash, we take into consideration our debt management strategy and our productive 
capacity maintenance strategy. 

As such our long-term debt management strategy is to refinance all funded debt at maturity.  Our funded debt portfolio currently 
has an average term of approximately 10 years.  We are reasonably assured that we will be able to refinance these obligations 
given our demonstrated access to capital markets, our commitment to our investment grade ratings and our strategy to maintain 
the value of our asset base over time through constant investments in our productive capacity.  Such investments, referred to as 
maintenance capital expenditures, are funded from operational cash flows and deducted from our distributable cash calculation. 

Our debt obligations do not currently restrict our ability to pay distributions as long as we are not in default under these 
agreements.  Our revolving credit facility does not provide specific limitations on distributions as long as we maintain our 
investment grade ratings.  If we were to become non-investment grade, distributions paid for any given 12 month period would not 
be allowed to exceed the total distributable cash plus a provision of $100 million, providing significant flexibility to the Fund. 

Furthermore, our Medium Term Note Program and our Exchangeable Unsecured Subordinated Debentures, which represents  
$2.3 billion of our total long-term debt portfolio as of June 30, 2007, do not provide for any contractual limitations on the distribution 
of cash. 

Distributions declared per unit 

Distributions declared per unit increased from $0.51 in 2006 to $0.55 in 2007 as a result of the increase in distributions per unit on 
an annualized basis.   

Impact of changes to the Canadian Federal income tax treatment of income trusts on distributable cash and 
distributions declared per unit 

On October 31, 2006, the Minister of Finance (Canada) announced that income other than taxable dividends earned by existing 
publicly-traded income trusts or other flow-through entities, such as Yellow Pages Income Fund, would be taxed beginning in 2011 
(the “October 31, 2006 Announcement”).  In this respect, Bill C-52 which received Royal Assent on June 22, 2007, contained 
legislation implementing these proposals (the “SIFT Rules”). During the four-year interim period, income trusts will be subject to 
growth guidelines issued by the Department of Finance (Canada) (the “Normal Growth Guidelines”), measured by the amount of 
equity issued by the Fund, to benefit from the deferred application of the new tax regime to 2011. Please refer to Section 7 – Risks 
and Uncertainties: Income Tax Matters for more details on the SIFT Rules.  

Following the October 31, 2006 Announcement, we reiterated that these measures will not affect the Fund’s business model and 
its operating plans. We are confident that our ability to generate cash flow from operations in excess of cash distributions and 
capital expenditures will provide the necessary flexibility to fund cash income taxes following the interim period. We will also 
monitor closely the Fund’s payout ratio over the interim period to take into account future expected cash income taxes.  

 

 
1  The adjustment made to the 2005 and 2006 results as mentioned in note 1 of the Distributable cash table has impacted Distributable cash for the 

second quarter of 2006 and the six-month period ended June 30, 2006.  Distributable cash initially amounted to $150.5 million and $289 million, 
respectively or $0.30 and $0.58 per unit, respectively. 
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Off-Balance Sheet Arrangements  

(See Notes 19 and 23 of the Consolidated Financial Statements of the Company for the year ended December 31, 2006). 

Operating leases 

The Company has $192 million in outstanding commitments under various leases for premises and equipment over the next five 
years and thereafter.  

Guarantees 

In the normal course of operations, the company has entered into agreements that contain certain features which meet the 
definition of a guarantee under the guidance provided by CICA Accounting Guideline 14, Disclosure of Guarantees and which are 
customary in the industry. 

The company has entered into agreements which contain indemnification of its trustees and officers to indemnify them against 
expenses (including legal fees), judgments, fines and any amount actually and reasonably incurred by them in connection with any 
action, suit or proceeding in which the trustees and/or officers are sued as a result of their service, if they acted honestly and in 
good faith with a view to the best interests of the Fund.  The company benefits from directors’ and officers’ liability insurance which 
is purchased by the Fund. No amount has been accrued in the interim consolidated balance sheet as of June 30, 2007 with 
respect to this indemnity. 

Pursuant to the acquisitions of ADS, TMC, Trader Canada, MTS, Aliant and LesPAC, the company has entered into many 
agreements whereby the company agrees to indemnify and hold harmless the vendors from and against any and all claims, 
liabilities, costs and expenses arising out of, based upon or related to (i) any breach by the company in the performance of its 
obligations under these agreements and (ii) any breach of a representation contained therein. Furthermore, agreements entered 
into by TMC and Trader Canada, prior to the acquisitions contain indemnifications similar to the ones just described. No amount 
has been accrued in the interim consolidated balance sheet as of June 30, 2007, with respect to these indemnities. 

The nature of these guarantees prevents the company from making a reasonable estimate of the maximum potential amount it 
could be required to pay to counterparties. 

Financial and Other Instruments  
(See Note 21 of the Consolidated Financial Statements of the Company for the year ended December 31, 2006). 

The Company’s financial instruments consist of cash and short-term investments, accounts receivable, accounts payable, 
distributions payable, short-term debt, long-term debt, exchangeable debentures, preferred shares and interest rate derivatives. 

Derivative instruments 

The Company uses various derivative financial instruments to manage its exposure to interest rate risks on debt financing.  YPG 
does not hold or use any derivative instruments for speculative trading purposes. We formally assess, both at the hedge’s 
inception and on an ongoing basis, whether the derivatives that are used in our hedging transactions are highly effective in 
offsetting changes in fair values or cash flows of hedged items. 

We manage interest rate exposure by having a balanced schedule of debt maturities, as well as a combination of fixed and floating 
interest rate obligations and have entered into interest rate derivatives to manage this exposure.  

Taking into consideration the debt instruments outstanding, the preferred shares, the cash and the above-mentioned derivative 
instruments, our fixed-to-floating ratio was 93% fixed rate as at June 30, 2007. There were no derivative transactions during  
the quarter. 

The Fund has currently outstanding two interest rate swap agreements for a nominal amount of $75 million each totalling  
$150 million to hedge the Series 6 Medium Term Notes. The Fund receives interest on these swaps at 4.65% and pays a floating 
rate equal to the Banker’s Acceptance plus a spread of 0.28% on average. The swaps mature on February 28, 2011 matching the 
maturity date of the underlying debt. As at June 30, 2007, the interest rate swaps met the criteria for hedge accounting. 

While the counterparties of these agreements expose YPG to credit losses in the event of non-performance, we believe that the 
possibility of incurring such a loss is remote due to the creditworthiness of the counterparties, all of whom are highly-rated financial 
institutions that have strong credit ratings. 
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The redeemable preferred shares Series 1 and 2 contain options for redemption.  These options meet the definition of an 
embedded derivative and are recorded at their fair value on the consolidated balance sheet with changes in fair value recognized 
in earnings. 

The net carrying value of all outstanding derivative instruments was ($1.5) million on June 30, 2007. The carrying value is 
calculated as is customary in the industry using discounted cash flows with quarter-end market rates.  For the quarter ended  
June 30, 2007, we reported no charges on interest rate derivatives (2006 – unrealized loss of $5.1 million). 

Short-term investments  

Credit risk associated with short-term investments is minimized substantially by ensuring that these financial assets are placed with 
creditworthy counterparties. An ongoing review is performed to evaluate changes in the status of counterparties. 

Accounts receivable 

YPG is exposed to credit risk with respect to accounts receivable from customers. Pursuant to billing and collection services 
agreements, Bell Canada, TELUS, MTS Allstream Inc. and Bell Aliant receive money from customers on behalf of YPG. There are 
no individual customers that account for 1% or more of revenues and there are no accounts receivable from any one individual 
customer that exceed 1% of the total balance at any point in time during the year. Included in trade accounts receivable of  
$210.9 million at June 30, 2007 is $49 million (2006 - $46.5 million) to be remitted by Bell Canada, $27.6 million (2006 –  
$23.9 million) to be remitted by TELUS and $7.6 million (2006 - $4.4 million) to be remitted by MTS Allstream Inc. and Bell Aliant 
under their respective billing and collection services agreements. 

5. Critical Assumptions 

Critical Accounting Estimates 
Our critical accounting estimates have not changed since the release of our MD&A for the year ended December 31, 2006.  In 
order to review critical accounting estimates, please refer to the corresponding section in our MD&A for the year ended  
December 31, 2006. 

Change in Accounting Policies 

a) Section 3855, Financial Instruments – Recognition and Measurement.  This section describes the standards for recognizing and 
measuring financial instruments in the balance sheet and the standards for reporting gains and losses in the financial statements. 
Under the new standard, financial assets and liabilities are initially recorded at fair value.  Subsequently, financial instruments 
classified as financial assets available for sale, held for trading and derivative financial instruments, part of a hedging relationship 
or not, have to be measured at fair value on the balance sheet at each reporting date whereas other financial instruments are 
measured at amortized cost using the effective interest method.  

The Fund has made the following classifications: 

 Cash and cash equivalents are classified as financial assets held for trading and are measured at fair value.  Changes in 
fair value are recorded in net earnings. 

 Accounts receivable are classified as loans and receivables and are recorded at amortized cost. 

 Accounts payable and accrued liabilities, distributions payable, long-term debt, exchangeable debentures, and preferred 
shares are classified as other liabilities and measured at amortized cost. 
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Transaction costs 

Transaction costs are comprised primarily of legal, accounting, underwriters’ fees and other costs directly attributable to the 
issuance of the respective financial assets and liabilities.  Transaction costs are capitalized to the cost of financial assets and 
liabilities classified as other than held for trading.  As a result of this new policy, such costs previously reported as deferred 
financing costs have been reclassified against long-term debt and Exchangeable Debentures and adjusted by a credit of  
$0.7 million, net of related income taxes, to the deficit to reflect the utilization of the effective interest method instead of the straight-
line method previously applied. 

Non-financial and embedded derivatives 

In addition, in order to comply with Section 3855, the Fund reviewed all contracts in place to identify non-financial derivatives and 
embedded derivatives.  The Fund has chosen January 1, 2003 as its transition date for embedded derivatives, as permitted by the 
standard. This had no impact on the consolidated financial statements.  

Hedging 

The Fund uses interest rate swaps and bond forward agreements to manage the combination of fixed to floating interest rates on 
its long-term debt. 

 Fair value hedge 

The carrying value of the hedged item is adjusted based on the gains or losses attributable to the hedged risk with a 
corresponding amount in net earnings.  The hedging derivative is carried at fair value on the balance sheet with changes 
in fair value recorded in net earnings.  
  

 Cash flow hedge 

The effective portion of the changes in fair value of the hedging item is recognized in “Accumulated Other Comprehensive 
Income”, whereas the ineffective portion is recognized in “Other income”.  The amounts recognized in “Accumulated 
Other Comprehensive Income”, with respect to cash flow hedges, are reclassified in net earnings in the period or periods 
during which the hedged item affects net earnings. 

The December 31, 2006 amount of the deferred gains on discontinued hedging activities relating to fair value hedges has been 
reclassified against the related debt, whereas the amount relating to cash flow hedges has been reclassified to Accumulated Other 
Comprehensive Income and adjusted by a debit of $0.2 million, net of related income taxes, to the deficit to reflect the utilization of 
the effective interest method instead of the straight-line method previously applied. 

b) Section 1530, Comprehensive Income. This section describes reporting and disclosure recommendations with respect to 
comprehensive income and its components.  Comprehensive income is the change in Unitholders’ equity which results from 
transactions other than those resulting from investments by Unitholders and distributions to Unitholders.  These transactions and 
events include unrealized gains and losses resulting from changes in the fair value of certain financial instruments.  

c) Section 3865, Hedges. The recommendations expand the guidelines outlined in Accounting Guideline 13 (“AcG-13”), Hedging 
Relationships.  This Section describes when and how hedge accounting can be applied, as well as the disclosure requirements.  
Hedge accounting enables the recording of gains, losses, revenues and expenses from the derivative financial instruments in the 
same period as for those related to the hedged item. On transition, in accordance with Section 3865, the net deferred gain on 
hedging activities has been reclassified against the carrying amount of the related debt or Accumulated Other Comprehensive 
Income (net of tax) as appropriate. 

d) Section 3251, Equity, replaced Section 3250, Surplus. It describes standards for the presentation of equity and changes in 
equity for reporting period as a result of the application of Section 1530, Comprehensive Income. 

e) Section 1506, Accounting changes. This Section established criteria to be met in order to change, together with the accounting 
treatment and disclosure required when there is a change in accounting policies, estimates and correction of errors. The adoption 
of this Section had no impact on the consolidated financial statements. 
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6. Outlook 
Our corporate strategy, operating plans and business initiatives are guided by our vision of "Connecting Buyers and Sellers”. We 
are confident this consistent approach will help us generate strong stable revenue growth and sustainable growth in Distributable 
Cash, and lead to continuous improvement or positive operating leverage in our two core businesses.  

Each year, we establish targets to advance our goals and drive results through execution of initiatives to maximize revenue growth 
and cash flow generation in both of our platforms. These targets have been established and are periodically reviewed through our 
ongoing business planning process. For fiscal year 2008, we are providing guidance on key performance indicators such as growth 
in Revenues, EBITDA and Distributable Cash per unit, and we will continue to measure our performance against these targets on a 
quarterly basis.  

Directories – Key Performance Indicators 

Year-over-Year Performance – Directories    

 2007 Target Six-month period  
ended June 30, 2007 2008 Target 

Adjusted Revenue growth - On a comparable basis 4% to 5% 5.4% 4% to 5% 

Adjusted EBITDA growth - On a comparable basis 4% to 7% 7.2% 4% to 7% 

 
The financial performance delivered by the Directories segment for the six-month period ended June 30, 2007 reflects operating 
cost savings and synergies generally associated with the creation of our national platform in the Directories segment approximately 
15 months ago. Following the acquisitions of MTS in October 2006 and Aliant in April 2007, we continue to develop and are 
executing additional integration and productivity initiatives which should result in further accretion to both EBITDA margins and 
contribution from the Directories segment to Distributable Cash. We also expect the fiscal year 2008 to be another strong year for 
the Directories segment resulting from the full integration of our recently acquired business units in Manitoba and Atlantic Canada 
as well as the funding and execution of other initiatives to sustain strong revenue growth for both print and online.  

For fiscal year 2008, in our Directories segment, our guidance is 4% to 5% for growth in Adjusted Revenues and 4% to 7% for 
growth in Adjusted EBITDA, adjusted for comparability purposes by taking into account the results of the acquired businesses in 
the prior period.  

Vertical Media – Key Performance Indicators 

Year-over-Year Performance – Vertical Media   

 2007 Target Six-month period 
ended June 30, 2007 2008 Target 

Revenue growth - On a comparable basis 6% to 7% 4.7% 5% to 7% 

EBITDA growth - On a comparable basis 7% to 9% 8.8% 7% to 9% 

 
Our second and complementary platform was created through the formation of Trader Corporation in June 2006. Our current 
efforts in the Vertical Media segment largely consist of laying the technological and operational foundations for future growth. This 
integration involves significant investment to automate the sales force and publishing operations while creating centers of 
excellence in selected geographical locations for telephonic sales and other core business processes. In addition, we are actively 
pursuing new revenue opportunities. These include increasing the average spend of existing national advertisers, securing new 
national accounts and implementing initiatives for Trader Corporation to take full advantage of potential revenue synergies with the 
Directory segment. In summary, we have positioned the year 2007 at Trader as a year of investment in people and technology 
while we harmonize business processes to maximize operating efficiencies. This focus on change management is expected to 
result in short-term negative variances in terms of revenue growth and profitability compared with our long-term revenue growth 
objectives. We expect Trader to progressively realize potential benefits from these investments as the year 2008 progresses.  

Based on the above-mentioned factors and adjusted for comparability purposes, the Vertical Media segment revenue target growth 
will be 5% to 7% while we maintain targeted growth of 7% to 9% for EBITDA.  
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Consolidated – Key Performance Indicators 

Year-over-Year Performance – Consolidated   

 2007 Target Six-month period 
ended June 30, 2007 2008 Target 

Online Revenues App. 30% 43% App. 30% 

Cash Distributions per unit 6% 5.8% n/a 

Distributable Cash per unit n/a 10.3% 8% to 10% 

 
As online advertising continues to evolve and takes a growing share of our media mix with advertisers, we have placed more 
emphasis on this side of the business.  In addition to the contribution from the formation of Trader Corporation in June 2006 and 
the formation of our partnership with LesPAC in April 2007, this strong growth reflects our efforts to increase the number of YPG's 
customers choosing to advertise online as well. At June 30, 2006, that number had reached more than 45% across Canada, 
underlining progress made so far but considerable potential for future growth. On a consolidated basis, we expected annualized 
online revenues for both Directories and Vertical Media to reach approximately $175 million as we exit 2007. We further expect 
online revenues from Directories and Vertical Media combined to grow by approximately 30% on a comparable basis in 2008. 

Since the initial public offering of the Fund in August 2003, we have maintained our objective of growing the Fund's cash 
distributions per unit by approximately 4% annually for the period from August 2003 to December 2005 and approximately 6% for 
the period 2006-2007. The higher targeted growth in the Fund's cash distributions of 6% in the last two years reflected expected 
realized benefits associated with the creation of a national platform in Directories in May 2005 and the formation of a second and 
complementary national platform in Vertical Media in June 2006.  

Since the October 31, 2006 Announcement, we have also indicated that we would monitor the Fund's distribution policy and 
payout ratio to ensure that we are positioned for an orderly and successful transition from a trust to a traditional corporate structure 
following the interim period. Following the enactment of the SIFT Rules which considers the Fund as a publicly-traded income-
trust, a “specified investment flow-through trust” (a “SIFT Trust”), we are adopting a more prudent approach to cash distributions 
which should result in a lower cash payout ratio over time. In that context, we also believe it is more appropriate during the interim 
period for the Fund to provide guidance and report on annual expected growth in distributable cash per unit rather than provide 
guidance on paid cash distributions. We maintain our intent to periodically review cash distributions taking into account our current 
and prospective performance. Some of the factors considered in making decisions related to cash distributions to unitholders will 
continue to include cash amounts to service debt obligations, maintenance capital expenditures, taxes and other items considered 
to be prudent.  

Consequently, our objective of growing the Fund's cash distributions per unit by 6% will remain in 2007, which has already been 
achieved with the increase in distributions effective January 15, 2007. Following this change in our approach to guide and report 
on distributable cash rather than cash distributions, our objective for 2008 is to grow Distributable cash per unit at a rate between 
8% and 10% per unit.  

Yellow Pages Group Committed to a Successful Transition  
We are committed to a successful transition from a trust to a taxable entity on January 1, 2011. To that end, we are currently 
adhering to the following guiding principles:  

 
 Our corporate strategy and operating plans remain unchanged.  

 We believe that our business model (low capital intensity resulting in high conversion of EBITDA into cash flow available 
to service debt and returns to unitholders) and strong performance combined with investor demand for high yielding equity 
instruments, should continue to result in strong fundamentals for our equity.  

 The Normal Growth Guidelines along with a strong balance sheet position should enable us to continue to develop and 
execute our external growth strategy built on a strong foundation of operational excellence.  

 We are intent on establishing as soon as practical for the benefit of the Fund’s unitholders and other stakeholders a clear 
path to conversion from a SIFT Trust to a taxable entity not subject to the SIFT Rules.  
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We have stated our position that there are no apparent and current economic benefits associated with an early conversion from a 
SIFT Trust to a taxable entity not subject to the SIFT Rules. There is meaningful value in the interim period and we therefore have 
no current intent to make significant changes to our structure during this period without compelling reasons to do otherwise. The 
federal government has stated that it will permit the conversion from a SIFT Trust to a taxable entity not subject to the SIFT Rules 
without any adverse material consequences for the SIFT Trust and its investors. We will continue to monitor developments and we 
expect to make further decisions over time to maximize the performance of the Fund including what we determine will be the 
optimal structure post-2010.  

7. Risks and Uncertainties  
Understanding and managing risks are important parts of YPG’s strategic planning. The Board requires that the Company’s senior 
management identifies the principal risks related to the Company’s business operations and properly manages such risks. To 
understand and manage risks at YPG, the Company’s Board and senior management analyze risks in three major categories: 
strategic, financial and operational. Strategic risks are for the most part external to the business. Financial risks generally relate to 
matters addressed in the Financial Risk Management Policy and in the Pension Statement of Investment Policy and Procedures. 
Operational risks relate principally to risks under the control of management across key functional areas in the organization. The 
Company has put in place certain guidelines in order to manage the risks to which it may be exposed. Other than those described 
below, our risks and uncertainties have not changed since the release of our MD&A for the year ended December 31, 2006.  For 
more information, please refer to the corresponding section in our MD&A for the year ended December 31, 2006 and for a 
complete description of risk factors that could materially affect YPG’s business, please refer to our Annual Information Form for the 
year ended December 31, 2006. 

Income Tax Matters  
On June 22, 2007, Bill C-52 received Royal Assent.  The SIFT Rules contained in Bill C-52 are not expected to apply to the Fund 
until 2011 as the government has provided a transition for publicly-traded trusts that existed prior to November 1, 2006. To qualify 
for the interim period, the Fund must continue to comply with the Normal Growth Guidelines regarding equity capital as outlined by 
the government. The Normal Growth Guidelines provide for a safe harbour amount equal to 40% of the October 31, 2006 Market 
Capitalization for the period from November 1, 2006 to the end of 2007, and 20% for each of the 2008 to 2010 calendar years. 
These amounts of safe harbour are cumulative during the interim period. The Fund's October 31, 2006 Market Capitalization was 
approximately $7.8 billion It is therefore assumed, for the purposes of this summary that the Fund will not be subject to the SIFT 
Rules until January 1, 2011. YPG intends to fully comply with such guidelines. However there can be no assurance that the Fund 
will be able to retain the benefit of the deferred application of the SIFT Rules until 2011. If the Fund is deemed to have undergone 
undue expansion during the period from November 1, 2006 to December 31, 2010, as described in the Normal Growth Guidelines, 
the SIFT Rules would become effective on a date earlier than January 1, 2011.  

On June 26, 2007, the Ministère des Finances (Québec) (The “MFQ”) published Information Bulletin 2007-5 which confirms the 
MFQ's previously announced intention to harmonize Québec's tax legislation with the SIFT Rules through the implementation of a 
separate tax regime. More specifically, the MFQ has announced that a SIFT Trust with an establishment in Québec at any time in a 
taxation year would be subject to a tax at a rate generally equal to the Québec tax rate applicable to corporations. The Department 
of Finance (Canada) has not yet indicated if the SIFT Rules will be amended to take into account the proposed Québec  
tax regime. 

8. Controls and Procedures 
Management including the President and Chief Executive Officer and the Executive Vice President – Corporate Services and Chief 
Financial Officer have evaluated that there were no changes to the internal control over financial reporting during the quarter 
ended June 30, 2007 that would have materially affected, or are reasonably likely to materially affect, its internal control over 
financial reporting.  

 

 


