2009 FIRST QUARTER REPORT TO UNITHOLDERS
Report to Unitholders
The North West Company Fund reports first quarter earnings to April 30, 2009 of $16.1 million, an
increase of 5.9% over last year’s first quarter earnings of $15.2 million. Diluted earnings per unit
improved to $0.33 compared to $0.32 last year.
Sales increased 9.6% to $345.6 million compared to the first quarter last year but were down
0.4% on a same store basis excluding the foreign exchange impact. Food sales were generally
robust, offsetting weaker general merchandise sales, particularly in big-ticket, durable
categories.
The Trustees have approved a quarterly distribution of $0.32 per unit to unitholders of record on
June 30, 2009.
On behalf of the Trustees:

H. Sanford Riley
Chairman

Edward S. Kennedy
President and Chief Executive Officer

Management’s Discussion & Analysis
CONSOLIDATED RESULTS
First quarter consolidated sales increased 9.6% to $345.6 million compared to $315.5 million in 2008
and were up 1.5% excluding the foreign exchange impact. On a same store basis, sales decreased
0.4% excluding the foreign exchange impact. Food sales, excluding the foreign exchange impact,
increased 6.8% and were up 4.3% on a same store basis. General merchandise sales, excluding
the foreign exchange impact, decreased 14.5% and were down 16.5% on a same store basis. The
decrease in general merchandise sales in the quarter was caused by several factors including lower
discretionary income compared to last year’s first quarter, unfavourable weather conditions and
some weaknesses in merchandise programs.
Cost of sales, selling and administrative expenses increased 9.9% to $318.1 million and increased
25 basis points as a percentage to sales compared to the first quarter of 2008. New and noncomparable store expenses accounted for approximately 20% of the dollar increase. Lower staff
productivity, higher energy-related utility costs and higher debt loss in the Canadian operations
contributed to the dollar and percentage to sales increase. The increase in debt loss expense in the
quarter was largely due to lower than normal debt loss in the first quarter last year related to higher
income levels tied to the Indian Residential School Settlement Act (IRSSA) payments.
Trading profit 1 or net earnings before interest, income taxes, depreciation and amortization (EBITDA)
increased 6.3% to $27.5 million compared to $25.9 million in the first quarter last year. Sales growth
and gross profit rate improvements in the International Operations offset a slight decrease in trading
profit in the Canadian Operations.
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Amortization increased 10.2% to $8.6 million largely due to depreciation on new stores and capital
expenditures incurred in the second half of last year. Interest expense decreased 39.3% to
$1.3 million as a result of lower interest rates in the quarter compared to last year. The lower interest
rates offset the impact of higher average debt levels in the quarter compared to last year. Income
taxes increased to $1.5 million from $750,000 last year due to higher earnings in International
Operations.
Net earnings increased $898,000 or 5.9% to $16.1 million. Diluted earnings per unit were up 3.1% to
$0.33 compared to $0.32 last year. The weaker Canadian dollar positively impacted the conversion
of earnings from the International operations by $0.01 per unit on a fully diluted basis.
CANADIAN OPERATIONS
Canadian sales for the quarter increased 0.3% to $211.1 million from $210.5 million last year but
were down 1.5% on a same store basis. Food sales increased 6.4% and were up 3.9% on a same
store basis. Food inflation was approximately 3%. Product cost increases, largely in produce, meat
and other fresh categories were partially offset by lower transportation costs. Food sales improved in
all categories with grocery, tobacco, snack foods, produce and chilled foods contributing the largest
gains. Customers shopping trends continued to shift towards convenience, ready-to-eat and valuepriced private-label products. General merchandise sales were down 14.3% from last year and
decreased 17.3% on a same store basis primarily due to lower discretionary income related to the
unique influence of the IRSSA payments that were still being distributed in northern communities in
the first quarter last year, general economic conditions in southern Canada and lower resource
industry employment in remote markets. The IRRSA factor in particular contributed to a 23.4% drop
in sales of big-ticket categories such as transportation, electronics and home furnishings compared
to a 19.6% increase in last year’s first quarter. This volatility was exaggerated by unseasonably cold
weather conditions and the lack of trend-right merchandise in certain stores and categories.
The table below shows the quarterly sales blend for Canadian Operations for the past two years:

Food
General merchandise
Other*

2009

2008

74.1%
21.1%
4.8%

69.9%
24.7%
5.4%

* Other sales include gas, fur and service charge revenues
Gross profit dollars decreased 1.0% due to the same store sales decrease and a higher blend of
sales in lower margin categories. Operating expenses increased 2.6% and were up 52 basis points
as a percentage to sales largely due to higher staff costs and energy-related utility costs and an
increase in debt loss expense. In markets representing approximately 25% of Canadian sales, utility
and other cost-of-living related fuel costs are based on purchase prices from the summer and fall of
2008 and will not be adjusted until re-supplies are purchased at lower price levels beginning this
summer.
Canadian trading profit decreased 3.5% to $19.7 million and was 9.3% of sales compared to 9.7% of
sales in the first quarter last year.

INTERNATIONAL OPERATIONS (stated in U.S. dollars)
International sales increased $4.1 million to $108.3 million compared to $104.2 million in the first
quarter last year and were up 2.0% on a same store basis. Food sales increased 7.4% and
were up 4.9% on a same store basis with most categories showing growth. Our strong local
food price and assortment positioning helped drive overall sales performance. Food sales also
benefited from an increase in payments to low-income consumers under the U.S. federal
government’s Supplemental Nutrition Assistance Program (“SNAP”) effective at the beginning of
April. This program positively impacted sales in Alaska, Hawaii and all U.S. territory markets,
which account for approximately 76% of our International Operations sales base. General
merchandise sales decreased 15.4% and were down 13.8% on a same store basis. Weaker
economic conditions were a negative factor, ranging from a decline in tourism in southern,
island markets to a slowdown in natural resource development activity in the north. The carryforward of high energy prices noted earlier in relation to northern Canada also constrained
consumer spending in Alaska.
The table below shows the quarterly sales blend for International Operations for the past two years:

Food
General merchandise
Other*

2009

2008

87.3%
12.0%
0.7%

84.4%
14.8%
0.8%

* Other sales include gas and service charge revenues
Gross profit dollars were up 7.4% driven by sales growth and an 83 basis point increase in the
gross profit rate. Gross profit rates improved in all banners due in part to more efficient
purchasing processes and lower buying costs. Operating expense dollars increased 2.8%
compared to the first quarter last year but decreased 22 basis points as a percent to sales.
Staff productivity gains and a drop in energy-related occupancy costs in southern store
locations, due to lower re-supply costs and investments in energy conservation programs,
contributed to this overall expense improvement.
Trading profit was up 15.3% to $6.4 million compared to $5.5 million last year reflecting higher
sales, the gross profit rate improvement and lower operating expense rates. Trading profit as a
percent to sales was 5.9% compared to 5.3% in the first quarter last year.
FINANCIAL CONDITION
Financial Ratios
The Fund’s debt-to-equity ratio at the end of the quarter was .91:1 compared to .74:1 last year
due in part to the weakening Canadian dollar and the impact on the translation of US
denominated debt. The debt-to-equity ratio at January 31, 2009 was .78:1.
Working capital decreased $13.7 million compared to the first quarter last year due to the increase
in the current portion of long-term debt resulting from the US$39 million of senior notes which
mature June 15, 2009. The Company is in the process of finalizing the issuance of US$70 million
6.55% senior notes which will mature June 15, 2014. The proceeds of the senior note offering,
which is subject to the execution of a definitive agreement, are expected to be received on
June 15, 2009. The proceeds will be used to repay the US$39 million senior notes, to reduce
bank debt and for general corporate purposes. The senior notes are secured by the assets of the
Company.

Excluding the current portion of long-term debt, working capital increased $15.4 million or 9.6%
over last year. The increase in inventories is due to new stores and planned higher food inventory
balances to take advantage of lower water and winter road freight rates versus air freight. The
impact of the weakening Canadian dollar on the translation of US denominated inventories was
also a factor. Accounts payable and accrued liabilities increased from the prior year largely due to
the impact of a weakening Canadian dollar on the translation of US denominated accounts
payable.
Outstanding Units
The weighted average basic units outstanding for the quarter were 47,733,000 compared to
47,708,000 last year. The increase is due to a reduction in the number of units held under the
Company’s Unit Purchase Loan Plan. The weighted average fully diluted units outstanding for the
quarter were 48,449,000 compared to 48,422,000 last year. The increase in the fully diluted units
outstanding is due to units granted under the Trustee Deferred Unit Plan.
LIQUIDITY AND CAPITAL RESOURCES
Cash flow from operating activities decreased to $1.1 million from $2.2 million last year. The
decrease in cash flow from operating activities is due to the change in non-cash working capital
largely resulting from an increase in inventories and a decrease in accounts payable. Cash flow
from operations 1 increased $2.3 million or 10.4% to $24.9 million due primarily to the increase in
net earnings.
Cash used for investing activities in the quarter increased to $22.6 million from $9.7 million last
year largely due to the acquisition of the assets of Lakeside Grocery and retail mall (Lakeside) in
Sitka, Alaska on April 6, 2009.
Cash provided from financing activities in the quarter was $20.9 million compared to $7.3 million
last year. The increase in bank advances and short-term notes is largely due to the acquisition of
Lakeside. The Fund paid distributions of $18.9 million in the quarter compared to $21.3 million
last year. The decrease in distributions in the quarter is due to a special distribution of
$3.4 million paid in February 2009 to unitholders of record on December 31, 2008 compared to a
special distribution of $5.8 million paid in February 2008 to unitholders of record on
December 31, 2007.
The Canadian operation has available extendible, committed, revolving loan facilities of $140
million that mature on December 31, 2011. These facilities, which are extendible at the request of
the Company and subject to lender approval, are secured by a floating charge on the assets of
the Company and rank pari passu with the senior note holders. At April 30, 2009, the Company
had drawn $115.6 million on these facilities.
The Company’s International Operation has available extendible, committed, non-revolving loan
facilities of US$52 million that mature on December 31, 2010. These facilities, which are
extendible at the request of the Company and subject to lender approval, are secured by a
floating charge against the assets of the Company and rank pari passu with the senior note
holders. At April 30, 2009, the Company had drawn US$52 million on these facilities. The
International Operation also has available demand revolving loan facilities of US$15 million which
are renewable annually. These loans are secured by a floating charge against certain accounts
receivable and inventories of the International Operations. At April 30, 2009, the Company had
US$12.3 million in bank advances and short-term notes drawn on these facilities.
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The credit facilities and senior notes contain covenants and restrictions including the requirement
to meet certain financial ratios and financial condition tests. The financial covenants include a
fixed charge coverage ratio, minimum current ratio, a leverage test and a minimum net worth test.
At April 30, 2009, the Fund is in compliance with all covenants under these facilities. Current and
forecasted debt levels are regularly monitored for compliance with debt covenants.
Net capital expenditures for 2009 are expected to be in the $55 million range (2008 - $49.4
million) reflecting new stores, store renovation and energy conservation projects, new gas bars,
pharmacy acquisitions and openings, system upgrades, and a major head office renovation
project. Cash flow from operations and funds available on existing credit facilities are expected to
be sufficient to fund operating requirements, sustaining and growth-related capital expenditures,
as well as all distributions for the year.
OTHER HIGHLIGHTS
•
•
•

An AC Value Center was opened in Bethel, Alaska on April 2, 2009 bringing the number of
AC stores in Bethel to three.
On April 6, 2009, the Company acquired the Lakeside Grocery store and retail mall in Sitka,
Alaska, representing 41,000 square feet in gross retail space.
The Company’s first Island Fresh store was opened on May 23, 2009 in Chalan Pago,
Guam. Island Fresh is the Company’s third store in Guam and builds on our Cost-U-Less
banner presence by offering an expanded and more convenience-oriented assortment of
grocery and fresh everyday food items.

UNITHOLDER DISTRIBUTIONS
The Trustees declared a regular quarterly distribution of $0.32 per unit to unitholders of record
on June 30, 2009, distributable by July 15, 2009.
The determination to declare and make payable distributions from the Fund is subject to the
terms of the Fund’s Declaration of Trust and the discretion of the Board of Trustees. The
Fund’s distribution policy is to make distributions to unitholders equal to the taxable income of
the Fund. Historically, distributions from the Fund represented taxable income and did not
include a return of unitholder capital. Management believes distributions in 2009 will continue to
represent taxable income.
In determining the quarterly distributions the Trustees consider, among other factors, the
seasonal variations in earnings inherent in the retail industry in order to maintain stable
distributions throughout the year. On an annual basis, distributions are funded by cash flow
from operations. Due to the seasonal nature of the retail business whereby income and cash
flow is historically lower in the first quarter and higher in the fourth quarter, distributions in a
quarter may exceed cash flow from operations. The taxable income of the Fund is primarily
based on an allocation of the taxable income of The North West Company LP less Fund
expenses.

OUTLOOK
The overall strength of our food business and uncertain outlook for discretionary spending
related to general merchandise sales are expected to prevail through the balance of the year.
Acquisition opportunities will continue to offer growth potential in all regions. Operating
expenses and cost-of-living tied to energy will moderate if mid-summer re-supply costs are
below last year. Margin management and the streamlining of excess inventory should provide
offsets within a constrained same store sales environment.
QUARTERLY RESULTS OF OPERATIONS
In 2009, the quarters have the same number of days of operations as 2008 with the exception of
the first quarter of 2008 which had an extra day resulting from the February 29 leap year. The
following is a summary of selected quarterly financial information.
Operating Results-Consolidated
First Quarter
($ in millions)
Sales

Fourth Quarter

Third Quarter

Second Quarter

89 days

90 days

92 days

92 days

92 days

92 days

92 days

92 days

2009

2008

2008

2007

2008

2007

2008

2007

$345.6

$315.5

$375.7

$318.0

$359.1

$255.7

$342.4

$256.4

Trading profit

27.5

25.9

32.2

31.5

33.5

27.5

30.6

26.0

Net earnings

16.1

15.2

19.6

18.9

22.1

18.5

18.4

14.8

Basic

0.34

0.32

0.41

0.39

0.46

0.39

0.39

0.31

Diluted

0.33

0.32

0.40

0.39

0.46

0.39

0.38

0.30

Net earnings per unit:

Historically, the Company’s first quarter sales are the lowest and the fourth quarter sales are the
highest, reflecting the holiday selling period. Weather conditions are often extreme and can
affect sales in any quarter. Net earnings are historically lower in the first quarter due to lower
sales. Net earnings generally follow higher sales but can be dependent on markdown activity in
key sales periods to reduce excess inventories.
DISCLOSURE CONTROLS and INTERNAL CONTROLS OVER FINANCIAL REPORTING
Management is responsible for establishing and maintaining disclosure controls and procedures
for the Company in order to provide reasonable assurance that material information relating to
the Company is made known to management in a timely manner so that appropriate decisions
can be made regarding public disclosure. Management is also responsible for establishing and
maintaining internal controls over financial reporting to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with Canadian generally accepted accounting principles. All internal
control systems, no matter how well designed, have inherent limitations. Therefore even those
systems determined to be designed effectively can only provide reasonable assurance of
achieving the control objectives. There have been no changes in the internal controls over
financial reporting during the quarter ended April 30, 2009 that have materially affected or are
reasonably likely to materially affect the internal controls over financial reporting.

ACCOUNTING STANDARDS IMPLEMENTED IN 2009
Credit Risk and the Fair Value of Financial Assets and Financial Liabilities
Effective February 1, 2009 the Company adopted EIC 173 “Credit Risk and the Fair Value of
Financial Assets and Financial Liabilities” issued by the Canadian Institute of Chartered
Accountants. This abstract requires entities to consider both its own and counterparty credit risk
in determining the fair value of its financial assets and liabilities, including derivative financial
instruments. The adoption of this abstract has had no material impact on the Company’s
financial statement disclosures, financial position or results from operations.
FUTURE ACCOUNTING STANDARDS TO BE IMPLEMENTED
International Financial Reporting Standards
The Canadian Accounting Standards Board will require all public companies to adopt
International Financial Reporting Standards (IFRS) for interim and annual financial statements
relating to fiscal years beginning on or after January 1, 2011. Companies will be required to
provide IFRS comparative information for the previous fiscal year. The transition from Canadian
Generally Accepted Accounting Principles to IFRS will be applicable for the Company’s first
quarter beginning February 1, 2011 when the Company will prepare comparative financial
statements using IFRS.
The adoption of IFRS will have an impact on the Company’s accounting, financial statements
and disclosures, information systems and internal controls over financial reporting. Most
adjustments required on transition to IFRS will be made retrospectively against opening retained
earnings as of the date of the first comparative balance sheet presented. At this time, the
impact on the Company’s future financial position and results of operations is not reasonably
determinable or estimable.
The Company commenced its IFRS conversion project in 2008. The project plan contains
milestones and timelines to ensure a timely conversion. The IFRS conversion project consists
of four main phases: Phase One - Project plan and scope; Phase Two - Detailed impact
assessment; Phase Three - Conversion plan; and Phase 4 - Policy selection and
implementation. The IFRS project team is led by the Chief Financial Officer supported by a
project manager and a combination of internal and external resources. Progress updates are
provided to the Audit Committee of the Board of Trustees on a quarterly basis.
To date the Company has completed Phase One and substantially completed Phase Two,
comprised of: a diagnostic assessment of the financial statement components that will be
impacted and a priority ranking of those differences identified; a comprehensive analysis of the
major differences between Canadian GAAP and IFRS applicable to the Company; and
identification of accounting policy alternatives. The Company will continue to invest in
resources and training to facilitate a timely conversion. Training for finance personnel consists
of courses provided by external advisors as well as internally led training.
The Company’s IFRS project continues to be on target to meet the changeover date.

Business Combinations
In January 2009, the CICA issued CICA HB 1582 – Business Combinations together with CICA
HB 1601 – Consolidated Financial Statements and CICA HB 1602 – Non-Controlling Interests.
These new standards will be effective for the Company on a prospective basis for business
combinations occurring on or after February 1, 2011. The new standards will align Canadian
GAAP for business combinations and consolidated financial statements with IFRS. Early
adoption is permitted and would facilitate the harmonization of the accounting treatment of
business combinations for the year-ended January 31, 2011 under both Canadian GAAP and
IFRS.
NON-GAAP MEASURES
(1) Trading Profit (EBITDA) is not a recognized measure under Canadian generally accepted
accounting principles (GAAP). Management believes that in addition to net earnings, trading
profit is a useful supplemental measure as it provides investors with an indication of the
Company’s operational performance before allocating the cost of interest, income taxes and
capital investments. Investors should be cautioned, however, that trading profit should not be
construed as an alternative to net earnings determined in accordance with GAAP as an
indicator of NWF’s performance. NWF’s method of calculating trading profit may differ from
other companies and, accordingly, trading profit may not be comparable to measures used by
other companies.
A reconciliation of consolidated net earnings to trading profit or EBITDA is provided below:
($ in thousands)

First Quarter
2009
2008

Net earnings
Add: Amortization
Interest expense
Income taxes

$ 16,133
8,583
1,304
1,528

$ 15,235
7,789
2,148
750

Trading profit

$ 27,548

$ 25,922

For trading profit information by business segment, refer to Note 11 Segmented Information in
the Notes to the unaudited interim period Consolidated Financial Statements.
(2) Cash Flow from Operations is not a recognized measure under Canadian GAAP.
Management believes that, in addition to cash flow from operating activities, cash flow from
operations is a useful supplemental measure as it provides investors with an indication of the
Company’s ability to generate cash flows to fund its cash requirements, including distributions
and capital investments. Investors should be cautioned, however, that cash flow from
operations should not be construed as an alternative to cash flow from operating activities or net
earnings as a measure of profitability. NWF’s method of calculating cash flow from operations
may differ from other companies and may not be comparable to measures used by other
companies.

A reconciliation of consolidated cash flow from operating activities to cash flow from operations
is provided below:
First Quarter
2009
2008

($ in thousands)
Cash flow from operating activities
Non-cash items:
Change in other non-cash items
Change in non-cash working
Capital
Cash flow from operations

$ 1,145

$ 2,207

(370)

(143)

24,165

20,528

$ 24,940

$ 22,592

*********************************************************************

Unless otherwise stated, this Management’s Discussion & Analysis (MD&A) is based on the
financial information included in the unaudited interim period Consolidated Financial Statements
and Notes to the unaudited interim period Consolidated Financial Statements which have been
prepared in accordance with Canadian generally accepted accounting principles (GAAP) and is
in Canadian dollars. The information contained in this MD&A is current to June 11, 2009.
Forward-Looking Statements
This Quarterly Report, including Management’s Discussion & Analysis (MD&A), contains
forward-looking statements about the North West Company Fund (Fund), including its business
operations, strategy and expected financial performance and condition. Forward-looking
statements include statements that are predictive in nature, depend upon or refer to future
events or conditions, or include words such as “expects”, “anticipates”, “plans”, “believes”,
“estimates”, “intends”, “targets”, “projects”, “forecasts” or negative versions thereof and other
similar expressions, or future or conditional future financial performance (including sales,
earnings or growth rates), ongoing business strategies or prospects, and possible future Fund
action, are also forward-looking statements. Forward-looking statements are based on current
expectations and projections about future events and are inherently subject to, among other
things, risks, uncertainties and assumptions about the Fund, economic factors and the retail
industry generally. They are not guarantees of future performance, and actual events and
results could differ materially from those expressed or implied by forward-looking statements
made by the Fund due to, but not limited to, important factors such as general economic,
political and market factors in North America and internationally, interest and foreign exchange
rates, changes in accounting policies and methods used to report financial condition, including
uncertainties associated with critical accounting assumptions and estimates, the effect of
applying future accounting changes, business competition, technological change, changes in
government regulations and legislation, changes in tax laws, unexpected judicial or regulatory
proceedings, catastrophic events, the Fund’s ability to complete strategic transactions and
integrate acquisitions and the Company’s success in anticipating and managing the foregoing
risks. The reader is cautioned that the foregoing list of important factors is not exhaustive.
Other risks are outlined in the Risk Management section of the MD&A included in the Fund’s
2008 Management’s Discussion & Analysis and Consolidated Financial Statements report
available on SEDAR at www.sedar.com. The reader is also cautioned to consider these and
other factors carefully and not place undue reliance on forward-looking statements. Other than
as specifically required by applicable law, the Company has no specific intention to update any
forward-looking statements whether as a result of new information, future events or otherwise.

