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FOR IMMEDIATE RELEASE November 14, 2005

STERLING SHOES INCOME FUND REPORTS RESULTS FOR ITS INITIAL PERIOD ENDED
SEPTEMBER 30, 2005

VANCOUVER, BC, November 14, 2005 - Sterling Shoes Income Fund (“Sterling Shoes”) (TSX:
SSI.UN), today reported its financial results for its initial 81-day period from July 12, 2005 to
September 30, 2005. The financial results include the results of operations of Sterling Shoes
Limited Partnership (“Sterling Shoes LP”) from acquisition on July 12, 2005.

Results for the Initial Period Ended September 30, 2005

For the 81-day period ended September 30, 2005, Sterling Shoes reported sales of $19.5 million
and earnings before interest, taxes, depreciation and amortization and non-controlling interest
(“Adjusted EBITDA™) of $3.5 million.

During the period, Sterling Shoes LP generated distributable cash of $0.45326 per unit and
distributions of $0.23695 per unit were declared on both the Fund Units and Subordinated
Exchangeable LP Units held by the holder of the 20% retained interest.

Distributions were made on September 15, 2005 and October 15, 2005 to unitholders of record on
August 31, 2005 and September 30, 2005, respectively. Per unit distributions were in accordance
with Sterling Shoes’ targeted monthly distributions.

“This is our first quarterly report as a public entity; we are very pleased with our results. We are
particularly encouraged with our same-store sales growth of 6.6% during this initial 81-day
period, as compared to the period of July 12 to September 30, 2004, said Jeremy Horwitz,
President and CEO of Sterling Shoes.

“Our recent expansion into Ontario is showing early signs of success, with our new Ontario stores
performing at or above plan. Our plans for 2005 remain on target due to solid same-store sales
growth and overall sales growth of 16.2% compared to the same period last year.”

New Store Openings Since July 12, 2005

Sterling Shoes became a publicly traded entity on July 12, 2005 with 100 stores; since that time
Sterling Shoes has opened four stores, a Freedman’s in Richmond Centre Mall in Richmond,
British Columbia, a Shoe Warehouse in Red Deer Centre Mall in Red Deer, Alberta, a Sterling in
Midtown Plaza in Saskatoon, Saskatchewan and a Sterling in Toronto’s Eaton Centre Mall.
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Major Expansion in Ontario

In addition to its existing three stores operating in the Ontario market, Sterling Shoes recently
(October 24, 2005) announced its plans for eight more stores in southern Ontario, where it expects
to have at least 11 stores operating by the end of March 2006. Sterling Shoes’ existing and
expected southern Ontario stores include:

Existing /
Store Location Store Banner Expected
Opening Date

Upper Canada Mall in Newmarket Sterling May 2005
Dixie Outlet Mall in Mississagua Shoe Warehouse May 2005
Eaton Centre Mall in Toronto Sterling August 2005
Cambridge Centre Mall in Cambridge Shoe Warehouse December 2005
Eastgate Mall in Stoney Creek (Hamilton) Shoe Warehouse December 2005
Masonville Place Shopping Centre in London, Sterling March 2006
Fairview Park Mall in Kitchener Sterling March 2006
Lime Ridge Mall in Hamilton, Sterling March 2006
Erin Mills Town Centre Mall in Mississauga Sterling March 2006
Markville Shopping Centre in Markham Sterling March 2006
The Georgian Mall in Barrie Sterling March 2006

These steps are consistent with the expansion plans outlined in Sterling Shoes’ initial public
offering prospectus. Sterling Shoes continues to expand its market presence under the Sterling
banner in some of Ontario’s high profile malls, and to add Shoe Warehouse outlets in Ontario
where suitable locations become available.

“We believe that there is significant potential for growth in eastern Canada using the formats that
have proven successful for us in the past and we continuously evaluate and identify opportunities
to add new stores in regions already served by us.”

Sterling Shoes Income Fund Website Launched Today — November 14, 2005

We are also pleased to announce the launch of our ‘corporate’ website today. This website can be
found at www.SterlingShoesincomeFund.com and will provide current corporate and financial
information regarding the Fund. The site will be regularly updated to provide the most up-to-date
information to our unitholders, employees, customers and other interested parties.
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Conference Call 8am PST, (11am EST) November 15, 2005

Mr. Jeremy Horwitz, President and CEO and Mr. Daniel Gumprich, CFO of Sterling Shoes will be
hosting a conference call to review the financial results and corporate developments for the initial
81-day period ended September 30, 2005 at 8:00am PST, (11:00am EST) on Tuesday, November
15, 2005. To participate in this conference call, please dial one of the following numbers
approximately 10 minutes prior to the commencement of the call:

Toll-free: 1.877.667.7774
GTA local and international: 1.416.695.6622

About Sterling Shoes Income Fund

Sterling Shoes Income Fund was established under the laws of the Province of British Columbia
on May 31, 2005 to acquire, indirectly, 80% of the partnership units of Sterling Shoes LP, which
had acquired the retail footwear business of Sterling Shoes Inc. (“Inc”). Inc was a leading
independent shoe retailer offering a broad selection of private label and national brand name shoes
and accessories through four separate retail banners: Sterling, Joneve, Shoe Warehouse and
Freedman’s. Inc retained a 20% interest as partial consideration for the acquisition of the retail
footwear business carried on by Sterling Shoes Inc. Sterling Shoes Income Fund was inactive
until its acquisition of Sterling Shoes LP.

Note: “EBITDA” and “Adjusted EBITDA” are not recognized financial measures recognized by
Canadian generally accepted accounting principals (“GAAP”) and do not have standardized
meanings prescribed by GAAP. Management cautions investors that EBITDA and Adjusted
EBITDA should not replace net income or loss as an indicator of performance, or cash flows from
operating, investing, and financing activities as a measure of the Sterling Shoes’ liquidity and cash
flows. Sterling Shoes’ method of calculating EBITDA and Adjusted EBITDA may differ from the
methods used by other issuers. See “Reconciliation of Net Income to EBITDA and Adjusted
EBITDA” for reconciliation of EBITDA and Adjusted EBITDA to the most directly comparable
measure calculated in accordance with GAAP. See also “Non-GAAP Measures” in the attached
Management’s Discussion and Analysis.

Distributable cash is a non-GAAP measure generally used by Canadian income funds as an indicator
of financial performance. Sterling Shoes defines distributable cash as Adjusted EBITDA less interest
expense and less maintenance capital expenditures. The method of calculating the Sterling Shoes’
distributable cash may differ from similar computations as reported by similar entities and,
accordingly, may not be comparable to distributable cash as reported by such entities.
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mentioned in relation to the acquisition of the Sterling Shoes business from Inc and the Offering) of
$0.7 million related to on-going maintenance capital expenditures and capital expenditures related
to the build-out of new stores.

Distributable Cash and Distributions

In any fiscal year SSLP and the Fund intend to make distributions of its available cash to the
maximum extent possible to the Unitholders and the non-controlling interest. SSLP and the Fund
may make additional distributions in excess of monthly distributions during the year, as the Boards
determine. Distributions to the Fund’s Unitholder’s and the non-controlling interest will be
determined by the Boards, to provide for the stability of distributions over a 12-month period.

At the present time, the Board has not yet felt it prudent to make an extraordinary distribution;
however the Board and management monitor SSLP's cash from operations on a monthly basis.
Before the end of the year, the Board will be reviewing projected net income of SSLP for the fiscal
year, evaluating any cash reserves against available tax shelter and likely slowdowns in cash
generation that typically occur in Sterling Shoes' business in January and February, and determining
whether a special year end distribution is appropriate. Consequently, distributions made may not
equal distributable cash generated in any one period.

Distributions are paid on the 15th of the month that follows the month when the cash was earned.
During the period, the Fund declared its first distribution of $0.14737 per unit (for the 50 day period
ended August 31, 2005), which was paid on September 15, 2005, consistent with the distribution
amount anticipated in the Fund’s initial prospectus. Furthermore, the Fund declared its second
distribution of $0.08958 per unit (for the month ended September 30, 2005), which was paid on
October 15, 2005, consistent with the distribution amount anticipated in the Fund’s initial
prospectus.

In addition, a distribution in an amount equal to $0.23695 per Subordinated Exchangeable LP Unit
was made to Inc as the holder of a 20% retained interest in SSLP for the period from the closing of
the Fund’s initial public offering on July 12, 2005 to September 30, 2005. This distribution was also
in an amount consistent with the Fund’s initial prospectus and was paid on October 15, 2005.
Distributable cash for the period is calculated in the section below.

RECONCILIATION OF NET INCOME TO EBITDA AND ADJUSTED EBITDA

It is the policy of the Fund to distribute substantially all of its cash in any fiscal year and,
accordingly, our management believes that EBITDA and Adjusted EBITDA are important
supplemental measures in evaluating the performance of our business and in determining whether to
invest in the Units. However, EBITDA and Adjusted EBITDA are not recognized earnings
measures under GAAP and do not have a standardized meaning prescribed by GAAP. Therefore,
EBITDA and Adjusted EBITDA may not be comparable to similar measures presented by other
issuers. Investors are cautioned that EBITDA and Adjusted EBITDA should not be construed as
alternatives to net income or loss determined in accordance with GAAP as an indicator of our
performance to cash flows from operating, investing and financing activities or as a measure of our
liquidity and cash flows. We define and have computed EBITDA and Adjusted EBITDA as
described under "Non-GAAP Measures". The following table reconciles net income to EBITDA
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and Adjusted EBITDA based on the financial statements of the Fund for the 81-day period ended
September 30, 2005.

We have used net income as the starting point for our determination of distributable cash as
opposed to cash flows from operating activities as it is the underlying performance of our
business that must be maintained in order to continue to fund monthly distributions — as such, our
management consider net income, a performance measure under GAAP, to be more relevant to a
potential investor than cash flows from operations, which is a liquidity measure.

July 12 to
in $000's except per unit amounts Sept 30, 2005
Net income to the Fund $ 2,425

Add: Non-controlling interest 606

Add: Depreciation and amortization on leaseholds and equipment 450

Add: Amortization on deferred financing costs 8

Add: Interest expense 81
EBITDA® 3,570

Less: Amortization of deferred lease inducements @ (56)
Adjusted EBITDA @ 3,514

As a percentage of sales 18.0%

Less: Interest expense (81)

Less: Net maintenance capital expenditures (423)
Distributable cash generated ® © $ 3,011
Distributable cash available for distribution to Fund Unitholders® $ 2,408
Distributable cash available for distribution to non-controlling interest® @ ¢ 602
Distributable cash generated per Fund unit @@ - (5,313,488 units) $ 0.45326
Distributions declared per unit $ 0.23695
Payout ratio 52.28%

Notes:

(1) “EBITDA” and “Adjusted EBITDA” are not recognized measures under GAAP and do not have a standardized
meaning prescribed under GAAP. As a result, our EBITDA and Adjusted EBITDA may not be comparable to
similar measures used by other issuers. See "Non-GAAP Measures".

) Lease inducements are incentive funds received from landlords and rent-free periods. The non-cash
amortization of these amounts is recognized over the life of the lease term as a reduction of rent expense.

?3) The non-controlling interest will be distributed, on a subordinated basis until certain targets have been met, to
Sterling Shoes Inc., which retained a 20% interest in the business of SSLP.

4) In any fiscal year SSLP and the Fund intend to make distributions of its available cash to the maximum extent

possible to the Unitholders and the non-controlling interest. SSLP and the Fund may make additional
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distributions in excess of monthly distributions during the year, as the Boards determine. Distributions to the
Fund’s Unitholder’s and the non-controlling interest will be determined by the Boards, to provide for the
stability of distributions over a 12-month period. At the present time, the Board has not yet felt it prudent to
make an extraordinary distribution; however the Board and management monitor SSLP's cash from operations
on a monthly basis. Before the end of the year, the Board will be reviewing projected net income of SSLP for
the fiscal year, evaluating any cash reserves against available tax shelter and likely slowdowns in cash
generation that typically occur in Sterling Shoes' business in January and February, and determining whether a
special year end distribution is appropriate. Consequently, distributions made may not equal distributable cash
generated in any one period.

SEASONALITY

The Sterling Shoes business has historically followed a seasonal pattern, with first quarter sales
being lower, due to post December spending habits affecting retail sales through January and
February. Sales have historically been relatively consistent for the remaining quarters of the year.
CAPITAL RESOURCES

We have utilized a $5,000,000, three-year committed non-revolving loan with a single lender. We
have a $10,000,000 operating facility, which is available for working capital requirements, capital
expenditures and for general corporate purposes. We have an additional $7,500,000 term facility,

which is available for general future funding of new store facilities. Only the $5,000,000 non-
revolving loan has been drawn upon as at September 30, 2005.

OFF-BALANCE SHEET FINANCING
We have no off balance sheet arrangements.
CONTRACTUAL OBLIGATIONS

The following table outlines our minimum rental commitments for premises and debt obligations as
at September 30, 2005 over the periods noted, in thousands of dollars:

<1year 1-3years 4-5years 5+ years

Minimum rental commitments ) 7,717 12,768 7,135 4,682
Long-term debt 5,000
7,717 17,768 7,135 4,682
Note:
1) Excludes percentage rent adjustments and operating expense adjustments.

LONG-TERM INCENTIVE PLAN

Officers and key employees of Sterling Shoes LP are eligible to participate in Sterling Shoes LP’s
Long-term Incentive Plan (the "LTIP"). The purpose of the LTIP is to provide eligible participants
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with compensation opportunities that will enhance our ability to attract, retain and motivate key
personnel and reward officers and key employees for significant performance and associated growth
in distributions. Pursuant to the LTIP, Sterling Shoes LP sets aside a pool of funds based upon the
amount, if any, by which Sterling Shoes LP's distributable cash exceeds cash distribution thresholds
(as defined in the LTIP plan documents). A trustee then purchases units of the Fund in the market
with this pool of funds and holds these units until such time as ownership vests to each participant.
The LTIP is administered by the Compensation Committee of the Board. .

The Board, or the Compensation Committee has the power to, among other things, determine those
individuals who participate in the LTIP, determine the level of participation of each participant, and
determine the time or times when LTIP awards will vest or be paid to each participant.

As at the balance sheet date, there is no amount to be accrued.

TRANSACTIONS WITH RELATED PARTIES

@ SSLP paid rent to a company in which certain Board members have an interest amounting
to $43,053 for the 81-day period ended September 30, 2005 (three-month period ended
September 30, 2004 — $48,500).

(b) SSLP purchased equipment from a company in which a Board member has an interest, for
$11,288 during the 81-day period ended September 30, 2005 (three-month period ended
September 30, 2004 — $57,753).

(c) As outlined in the Prospectus, the Acquisition and Investment Agreement between the
Fund, SSLP and Inc provided for a working capital adjustment and the reimbursement of
Offering costs and operational items paid on behalf of SSLP by Inc. This entity is related
to the Fund as it has a significant common investment, being SSLP. The balance is due
on demand, is unsecured and does not bear interest.

These transactions arose during the normal course of business and have been recorded at the
exchange amount, which is the amount agreed upon by the parties.

CRITICAL ACCOUNTING ESTIMATES

The preparation of our financial statements requires us to estimate the effect of several variables
that are inherently uncertain. These estimates and assumptions can affect the reported amounts of
assets, liabilities, sales and expenses. Management bases its estimates on historical experience and
other assumptions, which it believes to be reasonable under the circumstances. Management also
evaluates its estimates on an ongoing basis. Our significant accounting policies are described in
Note 2 of the Fund’s unaudited interim consolidated financial statements. Management believes that
the following item represents the Fund's only critical accounting estimate.
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Inventory Valuation

Inventory is valued at the lower of average cost and net realizable value, less a normal profit
margin, using the retail method. The Fund records a provision to reflect management's best estimate
of the net realizable value, less a normal profit margin, of inventory based on current and expected
selling prices, sales patterns for the inventory, recent product introductions and the level of
inventory on hand.

The estimation method has been consistently applied to the Sterling Shoes business over the past
two years. Should actual inventory provisions vary from amounts estimated, this would result in an
increase or decrease to cost of sales on the statement of income and a corresponding increase or
decrease in gross margins.

Intangible assets

Identifiable intangible assets, including store banners and private label brand names, are carried at
cost. These assets have been determined by management to have indefinite lives and are therefore
not being amortized. These assets are reviewed at least annually for impairment or whenever events
or changes in circumstances indicate that the carrying amount of an asset may not be recoverable
from its expected use and eventual disposition.

Recoverability of assets to be held and used is measured by a comparison of the carrying amount of
an asset to future undiscounted net cash flows expected to be generated by the asset. If such
assets are considered to be impaired, the impairment to be recognized is measured as the amount
by which the carrying amount of the assets exceeds fair value.

Goodwill

Goodwill is recorded at cost and is not amortized. Goodwill is reviewed for impairment at least
annually, or whenever events or changes in circumstances indicate that the carrying amount may be
impaired. If goodwill is considered to be impaired, the impairment to be recognized is measured as
the estimated amount by which the carrying amount of the goodwill exceeds fair value.

RISKS AND UNCERTAINTIES

Competitive and Economic Environment

Retail footwear is a highly competitive global business that is subject to rapidly changing consumer
demands. In addition, several external factors over which we have no influence affect the economic
climate and consumer confidence.

In this competitive environment, the importance of the following cannot be over-emphasized:
implementing efficient and effective marketing programs to build brand awareness; identifying and
responding to changes in trends and customer tastes; providing quality service; and continually
exceeding customer expectations so that we deliver an total customer experience.
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We believe that our strong financial position, targeted marketing, purchasing expertise, strong
sourcing capabilities, cost-effective delivery of merchandise, experienced management, and
dedicated personnel will facilitate our continued success.

Department of Finance (Canada) Consultation Paper

On September 8, 2005, the Department of Finance (Canada) released a consultation paper on tax
and other issues related to publicly listed flow-through entities such as income trusts and limited
partnerships (“‘FTEs’’) and invited interested parties to make submissions prior to December 31,
2005.

The stated focus of the consultation paper is to assess the tax and economic efficiency implications
of FTEs to determine if the current tax system is appropriate or should be modified. Although the
consultation paper does not propose any particular legislative or administrative changes, it identifies
possible policy approaches, including limiting the deduction of interest expenses by operating
entities, taxing FTEs in a manner similar to corporations or better integrating the personal and
corporate income tax systems to make the tax system more neutral between forms of business
organizations.

On September 19, 2005, the Minister of Finance (Canada) announced that he had requested that
CRA postpone providing advance income tax rulings respecting FTE structures pending these
consultations, that the Department of Finance (Canada) is closely monitoring developments in the
FTE market with a view to proposing measures in response to the consultations and that
consideration would be given to what, if any, transitional measures were appropriate. Further
initiatives in this area, if any, including the possible initiatives referred to in the consultation paper,
may be taken following the completion of such consultations.

It is not possible at this time for theFund to determine what impact, if any, this process will have on
the Fund or its Unitholders.

Foreign Exchange

Our foreign exchange risk is primarily limited to currency fluctuations between the Canadian and
U.S. dollar. From time to time we enter into foreign exchange forward contracts that oblige us to
purchase specific amounts of foreign currencies at set future dates at predetermined exchange rates.
The contracts are matched with anticipated foreign currency purchases in U.S. dollars from time to
time. We enter into the foreign exchange forward contracts to provide a hedge against the risk of
losses should the value of the Canadian dollar decline compared to the foreign currency. We do not
enter into foreign exchange contracts for speculative or trading purposes. We do not have any
foreign exchange forward contracts outstanding at September 30, 2005.

Seasonality and Fluctuations in Quarterly Results

Our business is seasonal and generally we experience a decline in sales and operating income
generated in the months of January and February. As the Fund's fiscal year is the calendar year, this
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seasonal decline in sales and operating income will all occur in one quarter, namely the first quarter
of each fiscal year.

Our quarterly results of operations may also fluctuate based upon such factors as delays in the flow
of merchandise, the number and timing of new store openings and related pre-opening expenses, the
amount of net sales contributed by new and existing stores, the mix of products sold, competitive
factors, changes to shipping costs, general economic conditions, labour market fluctuations,
changes in accounting rules and regulations and unseasonable weather conditions.

FINANCIAL INSTRUMENTS AND OTHER INSTRUMENTS

Our business is exposed to financial risks that arise from fluctuations in interest rates (in terms of
our credit facilities) and foreign exchange rates (in terms of our U.S. dollar-denominated purchases)
and the degree of volatility of these rates.

We are subject to risks associated with fluctuating interest rates on our credit facilities, which
contain interest terms which float with movements in prevailing interest rates.

OUTLOOK

Management believes that operations will continue to improve in the coming year through:

e Same-store sales growth,

e Increased contribution from new stores opened in the past 12 months, which will generate
store income for a full-year period, and

e Contributions from new stores to be opened over the next 12 months.
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NON-GAAP MEASURES

References to "EBITDA" are to earnings before interest, income taxes, depreciation and
amortization and references to "Adjusted EBITDA" are to EBITDA after adjusting for various other
items which are detailed under "Reconciliation of Net Income to EBITDA and Adjusted EBITDA".
EBITDA is a measure used by many investors to compare issues on the basis of ability to generate
cash flows from operations. Adjusted EBITDA is a measure our management believes facilitates
the comparability the analysis of our financial performance. EBITDA and Adjusted EBITDA are
not earnings measures recognized by generally accepted accounting principles in Canada ("GAAP")
and do not have standardized meanings prescribed by GAAP. Our management believes that
EBITDA and Adjusted EBITDA are the appropriate measures from which to make adjustments to
determine our Distributable Cash. We intend to distribute substantially all of our cash on an on-
going basis (after providing for certain amounts described elsewhere in this MD&A) and,
accordingly, our management believes that EBITDA and Adjusted EBITDA are important
supplemental measures in evaluating our performance and in determining whether to invest in
Units.

You are cautioned that EBITDA and Adjusted EBITDA should not be construed as an alternative to
net income or loss determined in accordance with GAAP as indicators of our performance or to
cash flows from operating, investing and financing activities as measures of our liquidity and cash
flows. Our methods of calculating EBITDA and Adjusted EBITDA may differ from methods used
by other issuers and, accordingly, our EBITDA and Adjusted EBITDA may not be comparable to
similar measures presented by other issuers. For a reconciliation of EBITDA and Adjusted
EBITDA to net income, based on the historical financial statements contained elsewhere in this
MD&A presented in accordance with GAAP, see "Reconciliation of Net Income to EBITDA and
Adjusted EBITDA".

References in this MD&A to "Distributable Cash" are to cash available for distribution to the
Unitholders by the Fund. Distributable Cash is not a recognized measure under GAAP. Canadian
open-ended income trusts, such as the Fund, use distributable cash as an indicator of financial
performance. Our Distributable Cash may differ from similar computations as reported by other
entities and, accordingly, may not be comparable to distributable cash as reported by such entities.
Our management believes that in addition to net income, Distributable Cash is a useful
supplemental measure that may assist investors in assessing the return on their investment in Units.
See "Reconciliation of Net Income to EBITDA and Adjusted EBITDA".
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FORWARD-LOOKING STATEMENTS

Certain statements in this Management’s Discussion and Analysis may constitute “forward-looking"
statements that involve known and unknown risks, uncertainties and other factors that may cause
our actual results, performance or achievements or industry results, to be materially different from
any future results, performance or achievements expressed or implied by such forward-looking
statements. When used in this MD&A, such statements often use such words as "may", "will",
"expect”, "should", "believe", "intend", "plan", "anticipate”, "potential”, and other similar
terminology. These statements reflect current expectations of management regarding future events
and operating performance and speak only as of the date of this MD&A. 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 indications 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, the factors
discussed under "Risks and Uncertainties . Although the forward-looking statements contained in
this MD&A are based upon what our management believes to be reasonable assumptions, we
cannot assure investors that actual results will be consistent with these forward-looking statements.
These forward-looking statements are made as of the date of this MD&A and we assume no
obligation to update or revise them to reflect new events or circumstances.

ADDITIONAL INFORMATION

Additional information relating to the Fund, including all public filings, is available on SEDAR
(www.sedar.com).

INVESTOR RELATIONS

Daniel S. Gumprich

Chief Financial Officer

2580 Viscount Way

Richmond, BC V6V 1N1

Phone: (640) 270-6114

E-mail: dgumprich@sterlingshoes.com
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For further information, please contact:

Jeremy Horwitz Daniel S. Gumprich
President and Chief Executive Officer Chief Financial Officer
(604) 270-6114 (604) 270-6114

Additional information about Sterling Shoes Income Fund can be found in the disclosure documents filed by
Sterling Shoes Income Fund with the securities regulatory authorities, available at www.sedar.com.
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