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The information contained in this Annual Information Form is current to April 20, 2007, unless 
otherwise stated.   
 

FORWARD LOOKING STATEMENTS 
 
Certain statements in this Annual Information Form are forward looking statements which reflect 
management’s expectations regarding the future growth, results of operations, performance and business 
prospects and opportunities of the North West Company Fund (the “Fund” or “NWF”), The North West 
Company Inc. (“NWC”), The North West Company LP (“NWCLP”), and The NWC Trust (“NWCT”), 
(collectively the “Company”).  Such forward-looking statements reflect management’s current beliefs and 
are based on information currently available to management. The Fund’s Summary Annual Report for the 
financial year ended January 31, 2007 including the Management’s Discussion & Analysis and 
Consolidated Financial Statements (MD&A), also contain certain forward-looking statements.  Such 
statements relate to, among other things, sales growth, expansion and growth of the Company’s 
business, future capital expenditures and the Company’s business strategy.  Forward-looking statements 
are subject to inherent uncertainties and risks including but not limited to: proposed treatment of income 
trusts for taxation purposes, general industry and economic conditions, changes in the Company’s 
relationship within the communities it serves and with its suppliers, pricing pressure and other competitive 
factors, the availability and cost of merchandise, fuels and utilities, the results of the Company’s ongoing 
efforts to improve cost effectiveness, the rates of return on the Company’s pension plan assets, changes 
in regulatory requirements affecting the Company’s business, and the availability and terms of financing. 
See “Risk Factors” below. Consequently, actual results and events may vary significantly from those 
included in, contemplated or implied by such statements. 
 

NORTH WEST COMPANY FUND 
 

General 
 

The Fund is an unincorporated, open-ended mutual fund trust established under the laws of the Province 
of Manitoba, on January 31, 1997, pursuant to a Declaration of Trust (the “Declaration of Trust”) dated  
January 31,1997, (as amended on March 2, 1997, June 4, 1998, February 25, 2003 and June 9, 2005). 
The principal head office of the Fund is located at Gibraltar House, 77 Main Street, Winnipeg, Manitoba 
R3C 2R1. 
 

The Fund is a limited purpose trust, the principle activities of which include investing in such securities as 
may be approved from time to time by the Trustees of the Fund (the “Trustees’) including any securities of 
the NWC or its affiliates, and to the extent possible, to make distributions to holders (“unitholders”) of trust 
units of the Fund (the “units”) of distributions or payments made to the Fund. 
 
At January 31, 2007, the Fund held 1,000 Common Shares in the capital stock of NWC (the “Common 
Shares”) representing 100% of the shares of NWC and principal amount of $175,000,000 unsecured, 
subordinated promissory notes of NWC due December 31, 2027 (the “Subordinated Notes”) and 
$30,000,000 in notes receivable of The NWC Trust due December 31, 2031 (the “Notes Receivable”).  
 

The Fund completed the first step of an internal reorganization of the Fund and its affiliates on April 30, 
2006 (which did not require unitholder approval) and at the Annual and Special Meeting held June 8, 
2006, received unitholder approval of the second step in the internal reorganization of the Fund and its 
affiliates, including approval of certain amendments to its Declaration of Trust, subject to, among other 
things, receipt of a favourable advance tax ruling from Canada Revenue Agency.  A tax ruling request has 
been submitted and NWC is still waiting for a ruling.  The Fund has not yet undertaken the second step in 
the internal reorganization and may not ever undertake the second step. 
 

Current Structure of the Fund 
 

The following diagram illustrates the organizational structure (including jurisdiction of organization or 
incorporation as the case may be) and the relationship between the Fund and its subsidiaries and 
affiliates as at January 31, 2007. 
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Reorganization 
 
On June 8, 2006, the unitholders authorized and approved the Fund to undertake the second step of an 
internal reorganization of the Fund and its affiliates and certain related amendments to the Declaration of 
Trust, all as more particularly described in the Fund's Annual Information Form for the year ended 
January 28, 2006 (the "2006 AIF”). The objective of the second step of the internal reorganization is to 
complete the implementation of a structure that (a) is suited to the profitable, expansionary stage that has 
been reached by the business carried on by the Company and other entities in which the Fund holds 
investments, and (b) satisfies unitholder expectations regarding the returns on their investment in the 
Fund. The Fund has applied to the Canada Revenue Agency for an advanced income tax ruling in respect 
of the second step of the reorganization.  The Fund has not yet received the advanced income tax ruling, 
however the Fund and its advisors continue to provide information to and answer further queries of 
Canada Revenue Agency with respect to the advanced income tax ruling application. 
 
Assuming a favourable tax ruling is received and the second step of the reorganization is completed, the 
Fund will have amended the current structure from a "trust on corporation" structure to a "trust on trust on 
partnership" structure.  This effectively will result in distributions received by the Fund not being taxed at 
the corporate level but primarily at the unitholder level. 
 
In its Annual Information Form for the year ended January 31, 2006 (the “2006 AIF”), the Fund stated that 
it would undertake a return of capital in respect of units held by unitholders who are not "designated 
beneficiaries" (as defined in the Tax Act; and which term generally includes non-residents of Canada) by 
distributing one Class A share of a newly formed company under the Canada Business Corporations Act, 
“MFC”, per unit held by each such unitholder.  It has now been determined that non-residents of Canada 
will participate in the second step of the reorganization and, accordingly, will participate in such 
distribution of Class A shares of MFC, will receive further units upon the redemption of such Class A 
shares of MFC and will participate in the consolidation of such units with the currently outstanding units 
(all as generally described in the “2006 AIF”).  The Fund will remit to the Receiver General, on behalf of 
each unitholder that is a non-resident of Canada for the purpose of the Income Tax Act (Canada), an 
amount equal to the amount required by the Tax Act to be withheld on behalf of such unitholder in respect 
of such return of capital and will remit such amount to the Receiver General on behalf of the unitholder.  It 
is anticipated that such withholding tax amounts will not be material and that the tax consequences of the 
second step of the reorganization will also not be material to the unitholders. 
 
Post Reorganization Structure 
 
If the second step of the reorganization of the fund and its affiliates is completed, the organizational 
structure of the Fund will be as follows: 
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Proposed Federal Tax Changes 

On October 31, 2006 the Federal Minister of Finance of the Government of Canada proposed to apply a 
tax at the trust level on distributions of certain income from publicly traded mutual fund trusts at rates of 
tax comparable to the combined federal and provincial corporate tax and to treat such distributions as 
dividends to the unitholders (the "2006 Proposed Tax Changes").  On December 21, 2006 the Federal 
Minister of Finance released draft legislation to implement the 2006 Proposed Tax Changes pursuant to 
which, commencing January 1, 2011 (provided the Fund only experiences "normal growth" and no "undue 
expansion" before then) certain distributions from the Fund which would have otherwise been taxed as 
ordinary income generally will be characterized as dividends in addition to being subject to tax at 
corporate rates at the Fund level.  Assuming the 2006 Proposed Tax Changes are ultimately enacted in 
their form, the implementation of such legislation would be expected to result in adverse tax 
consequences to the Fund and certain unitholders (including most particularly unitholders that are tax 
deferred or non-residents of Canada) and may impact cash distributions from the Fund. 
 
Management believes that the 2006 Proposed Tax Changes may reduce the value of the trust units, 
which would be expected to increase the cost to the Fund of raising capital in the public capital markets.  
In addition management believes that the 2006 Proposed Tax Changes are expected to substantially 
eliminate the competitive advantage that the Fund and other Canadian income trusts enjoy relative to their 
corporate peers in raising capital in a tax-efficient manner. The 2006 Proposed Tax Changes are also 
expected to make the trust units less attractive as an acquisition currency.  As a result, it may become 
more difficult for the Fund to compete effectively for acquisition opportunities.   
 
Further, the 2006 Proposed Tax Changes provide that, while there is no intention to prevent "normal 
growth" during the transitional period, any "undue expansion" could result in the transition period being 
"revisited", presumably with the loss of the benefit to the Fund of that transitional period.  As a result, the 
adverse tax consequences resulting from the proposals could be realized sooner than January 1, 2011.  
On December 15, 2006, the Department of Finance issued guidelines with respect to what is meant by 
"normal growth" in this context.  Specifically, the Department of Finance stated that "normal growth" would 
include equity growth within certain "safe harbour" limits, measured by reference to a "specified 
investment flow-through's" ("SIFT") market capitalization as of the end of trading on October 31, 2006 
(which would include only the market value of the SIFTs issued and outstanding publicly-traded trust 
units, and not any convertible debt, options or other interests convertible into or exchangeable for trust 
units).  Those safe harbour limits are 40% for the period from November 1, 2006 to December 31, 2007, 
and 20% each for calendar 2008, 2009 and 2010.  Moreover, these limits are cumulative, so that any 
unused limit for a period carries over into the subsequent period.  Additional details of the Department of 
Finance's guidelines include the following: 
 
(a) new equity for these purposes includes units and debt that is convertible into units (and may 

include other substitutes for equity if attempts are made to develop those); 

(b) replacing debt that was outstanding as of October 31, 2006 with new equity, whether by a 
conversion into trust units of convertible debentures or otherwise, will not be considered growth 
for these purposes and will therefore not affect the safe harbour; and 

(c) the exchange, for trust units, of exchangeable partnership units or exchangeable shares that were 
outstanding on October 31, 2006 will not be considered growth for those purposes and will 
therefore not affect the safe harbour where the issuance of the trust units is made in satisfaction 
of the exercise of the exchange right by a person other than the SIFT. 

The Fund’s market capitalization as of the close of trading on October 31, 2006, having regard to its 
issued and outstanding publicly-traded trust units and senior debt, was approximately $934 million, which 
means the "safe harbour" equity growth amount for the period ending December 31, 2007 is 
approximately $374 million, and for each of calendar 2008, 2009 and 2010 is approximately an additional 
$187 million (in any case, not including equity, including convertible debentures, issued to replace debt 
that was outstanding on October 31, 2006). 
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While these guidelines are such that it is unlikely they would affect the Fund’s ability to raise the capital 
required to maintain and grow the existing operations in the ordinary course during the transition period, 
they could adversely affect the cost of raising capital and the Fund’s ability to undertake more significant 
acquisitions. 
 
Although the foregoing description is based on the 2006 Proposed Tax Changes and the other material 
released by the Federal Minister of Finance to date, there can be no assurance that the final legislation 
implementing the changes to the tax treatment of SIFTs will be the same as the draft legislation currently 
proposed. It is not known at this time when the 2006 Proposed Tax Changes will be enacted by 
Parliament, if at all. Until the 2006 Proposed Tax Changes are passed into law, the Fund is unable to 
determine with certainty the ultimate impact of the new tax legislation on the operations, cashflows and 
distributions to unitholders. 
 
 

SUMMARY OF THE DECLARATION OF NWF’S TRUST 
 
The following is a summary of certain material attributes and characteristics of the units and 
provisions of the Declaration of Trust, a copy of which is available upon request from the 
Secretary of the Fund.  This summary does not purport to be complete. This summary does not 
include any amendments that may occur from the second step of the internal reorganization of the 
Fund and its affiliates. 
 
Activities of the Fund 
 
The Fund does not conduct an active business but rather distributes to the unitholders the income (net of 
expenses) it receives from NWCT and NWC.  The Declaration of Trust limits the activities of the Fund to: 
 
(a) investing in such securities as may be approved from time to time by the Trustees, including any 

securities of NWCT, or NWC or its affiliates, provided that the Trustees may not invest in any 
security, asset, or investment which is defined as “foreign property” or is a “small business 
security” under the Income Tax Act (Canada) (the “Tax Act”); 

 
(b) disposing of any part of the assets of the Fund; 
 
(c) temporarily holding cash and investments for the purpose of paying the expenses and liabilities of 

the Fund, paying amounts payable by the Fund in connection with the redemption of any units 
and making distributions to unitholders; and 

 
(d) undertaking such other business and activities as shall be approved by the Trustees from time to 

time provided that such business or activity does not result in the Fund not being considered 
either a "unit trust" or a "mutual fund trust" for purposes of the Tax Act. 

 
The Declaration of Trust may be amended or altered from time to time by at least 66 2/3% of the votes 
cast at a meeting of the unitholders called for such purpose.   
 
The Trustees may, without the approval of the unitholders, make certain amendments to the Declaration 
of Trust, including amendments: 
 
(a) for the purpose of ensuring continuing compliance with applicable laws, regulations, requirements 

or policies of any governmental or other authority having jurisdiction over the Trustees or over the 
Fund; 

 
(b) which, in the opinion of the Trustees, provide additional protection for the unitholders;  
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(c) to remove any conflicts or inconsistencies in the Declaration of Trust or to make minor corrections 
which are, in the opinion of the Trustees, necessary or desirable and not prejudicial to the 
unitholders; and 

 
(d) which, in the opinion of the Trustees, are necessary or desirable as a result of changes in taxation 

laws.  
 
Description of Units 
 
An unlimited number of units may be created and issued pursuant to the Declaration of Trust.  As of April 
20, 2007 there were 48,378,000 units issued and outstanding including units held by management under 
the Unit Purchase Loan Plan.  Each unit represents an equal fractional undivided beneficial interest in any 
distribution from and in any net assets of the Fund in the event of termination or winding-up of the Fund.  
All units are of the same class with equal rights, privileges and ranking.  Each unit is transferable and 
entitles the holder thereof to participate equally in distributions, including the distributions of net income 
and net realized capital gains of the Fund and distributions on termination or winding-up and the units are 
issued and fully paid and non-assessable. Each unit entitles the holder thereof to one vote at all meetings 
of unitholders for each unit held. 
 
On September 20, 2006, the Fund completed a three-for-one unit split on a push out basis, whereby each 
unitholder received two additional units for each unit held. 
 
Issuance of Units 
 
The Declaration of Trust provides that units or rights, warrants or options to acquire units may be issued 
at the times, to the persons, for the consideration and on the terms and conditions that the Trustees 
determine.  Existing unitholders have no pre-emptive rights to subscribe for or purchase any units.  The 
Declaration of Trust also provides that fractional units shall not be issued except pursuant to a pro rata 
distribution of additional units to all unitholders in satisfaction of any non-cash distribution, following which 
the number of outstanding units will be consolidated such that each unitholder will hold the same number 
of units held before the non-cash distribution.  In such case, each certificate representing a number of 
units prior to the non-cash distribution is deemed to represent the same number of units after the non-
cash distribution and the consolidation. 
 
Unit Recirculation Right 
 
Units may be re-circulated at any time at the option of the holders thereof upon delivery to the Fund of the 
certificate or certificates representing such units, accompanied by a duly completed and properly 
executed direction and power of attorney authorizing the Trustees or the recirculation agent, appointed 
from time to time by the Trustees (the “Recirculation Agent”), to sell such units on the unitholders behalf 
(“Recirculation”) at such price or prices as may be obtained by the Trustees or the Recirculation Agent in 
their absolute discretion. The holder of units tendered for Recirculation shall be entitled to receive 
payment of the gross proceeds received from the Recirculation sale less applicable selling costs including 
brokerage commissions of the Recirculation Agent, such payment to be made by the Fund or the Trustees 
or the Recirculation Agent no later than the 5th business day following the end of the month during which 
the Recirculation sale is effected.   
 
Unit Redemption Rights 
 
Units are redeemable at any time on demand by the holders thereof upon delivery to the Fund of the 
certificate or certificates representing such units, accompanied by a duly completed and properly 
executed notice requesting redemption.  Upon receipt of the redemption request by the Fund, all rights to 
and under the units tendered for redemption shall be surrendered and the holder thereof shall be entitled 
to receive a price per unit (the “Redemption Price”) equal to the lesser of: (i) 85% of the “market price” of 
the units on the principal market on which the units are quoted for trading during the ten trading day 
period commencing immediately after the date on which the units are surrendered for redemption (the 
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“Redemption Date”); and (ii) the “closing market price” on the principal market on which the units are 
quoted for trading on the Redemption Date.    
 
Limitation on Non-Resident Ownership 
 
At no time may non-residents of Canada be the beneficial owners of a majority of the trust units and the 
Trustees shall inform each Transfer Agent of this restriction. The Transfer Agent may require declarations 
as to the jurisdictions in which beneficial owners of trust units are resident.  If the Transfer Agent becomes 
aware. as a result of requiring such declarations as to beneficial ownership, that the beneficial owners of 
49% of the trust units then outstanding are, or may be, non-residents or that such a situation is imminent, 
the Transfer Agent may make a public announcement thereof and shall not accept a subscription for trust 
units from or issue or register a transfer of trust units to a person unless the person provides a declaration 
in form and content satisfactory to the Trustees that the person is not a non-resident. If notwithstanding 
the foregoing, the Transfer Agent determines that a majority of the trust units are held by non-residents, 
the Transfer Agent may send a notice to non-resident holders of trust units, chosen in inverse order to the 
order of acquisition or registration or in such other manner as the Transfer Agent may consider equitable 
and practicable, requiring them to sell their trust units or a portion thereof within a specified period of not 
less than 60 days. If the unitholders receiving such notice have not sold the specified number of trust units 
or provided the Transfer Agent with satisfactory evidence that they are not non-residents within such 
period, the Transfer Agent may on behalf of such unitholders sell such trust units and, in the interim, shall 
suspend the voting and distribution rights attached to such trust units. Upon such sale the affected holders 
shall cease to be holders of trust units and their rights shall be limited to receiving the net proceeds of sale 
upon surrender of the certificates representing such trust units. 
 
The Fund requests a quarterly report showing the ownership ratio of the Fund’s units from the Transfer 
Agent.  
 
The Trustees 
 
There are currently ten Trustees.  Trustees are reappointed or replaced every year as may be determined 
by a majority of the votes cast at an annual meeting of the unitholders. The Declaration of Trust provides 
that, subject to the terms and conditions thereof, the Trustees may, in respect of the Fund assets, 
exercise any and all rights, powers and privileges that could be exercised by a legal and beneficial owner 
thereof and shall supervise the investments and conduct the affairs of the Fund. The Trustees are 
responsible for, among other things: (i) acting for, voting on behalf of and representing the Fund as a 
shareholder and note holder of NWC; (ii) maintaining records and providing reports to unitholders; (iii) 
supervising the activities of the Fund; (iv) managing the affairs of the Fund; (v) ensuring that the 
restrictions in the Declaration of Trust on non-resident ownership are met; and (vi) declaring distributions 
from the Fund to unitholders. 
 
The Declaration of Trust provides for a Board of Trustees consisting of a minimum of seven Trustees and 
a maximum of 11 Trustees.   
 
Meetings of Unitholders 
 
The Declaration of Trust provides that meetings of unitholders must be called and held for, among other 
matters, the election or removal of Trustees, the appointment or removal of the auditors of the Fund, the 
appointment of an inspector to investigate the performance by the Trustees in respect of their 
responsibilities and duties in respect of the Fund, the approval of amendments to the Declaration of Trust, 
the sale of all or substantially all of the assets of the Fund, the termination of the Fund and the direction of 
the Trustees as to the election of the Directors (“the Directors”) of NWC.  Meetings of unitholders will be 
called and held annually for, among other things, the election of the Trustees, the appointment of auditors 
of the Fund and the direction of the Trustees as to the election of the directors of NWC. A resolution 
appointing or removing a Trustee, the auditors of the Fund or the direction of the Trustees as to the 
election of the directors, must be passed by a simple majority of the votes cast by unitholders. The 
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balance of the foregoing matters must be passed by at least 66 2/3% of the votes cast at a meeting of 
unitholders called for such purpose. 
 
A meeting of unitholders may be convened at any time and for any purpose by the Trustees and must be 
convened if requisitioned by the holders of not less than 10% of the units then outstanding by a written 
requisition. A requisition must, among other things, state in reasonable detail the business proposed to be 
transacted at the meeting. 
 
Unitholders may attend and vote at all meetings of unitholders either in person or by proxy and a proxy 
holder need not be a unitholder. Two persons present in person or represented by proxy and representing 
in the aggregate at least 10% of the votes attaching to all outstanding units shall constitute a quorum for 
the transaction of business at all such meetings. 
 

The Declaration of Trust contains provisions as to the notice required and other procedures with respect 
to the calling and holding of meetings of unitholders. 

 
Description of Capital Structure of the Fund 
 

Units 
 
The Fund has a single class of trust units, referred to herein as “units”. For details regarding the rights of 
unitholders, see “Summary of Declaration of Trust” above. 
 
Unitholder Rights Plan 
 
In order to provide unitholders with protection from unfair, abusive or coercive takeover strategies and to 
afford unitholders and the Trustees adequate time to assess an offer made for the units and to pursue, 
explore and develop alternative courses of action in an attempt to maximize unitholder value, a Unitholder 
Rights Plan (the "Unitholder Rights Plan") was approved on March 27, 1997, and amended as of March 
13, 2002, and ratified by the unitholders May 30, 2002 so as to extend the term of the Unitholder Rights 
Plan to June 30, 2005. The Unitholder Rights Plan was again amended and ratified by the unitholders on 
June 9, 2005 and extended to the close of business on June 30, 2008.  
 
The following is a summary of the terms of the Unitholder Rights Plan, which is qualified in its entirety by 
reference to the text thereof. All terms referred to herein, where not specifically defined, have the 
meanings ascribed to them in the Unitholder Rights Plan, a copy of which is available upon request to the 
Secretary of the Fund. 
 
General 
 
The Rights (as defined in the Unitholder Rights Plan) are issued on the basis of one Right in respect of 
each unit, pursuant to the Unitholder Rights Plan agreement entered into between the Fund and (the 
“Rights Agent”).  Each Right entitles the registered holder thereof to purchase from the Fund one unit at a 
price of $50.00 per unit, subject to adjustments.  If a Flip-in Event (as herein defined) occurs, each Right 
will entitle the registered holder to receive, upon payment of the Exercise Price, that number of units that 
have a market value at the date of such occurrence equal to twice the Exercise Price.  The Rights are not 
exercisable until the Separation Time (as herein defined).  The Rights will expire at the close of business 
on June 30, 2008, unless earlier terminated by the Trustees. 
 
Trading of Rights 
 
Until the Separation Time (or the earlier termination or expiration of the Rights), the Rights will be 
transferred with and only with the units.  Each new unit certificate issued after the Record Time (as 
defined in the Unitholder Rights Plan), upon transfer of existing units or the issuance of additional units, 
will contain a notation that the unit certificate also evidences Rights as described in the Unitholder Rights 
Plan. Until the Separation Time (or the earlier termination or expiration of the Rights), the surrender for 
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transfer of any certificates representing units outstanding as of the Record Time will also constitute the 
transfer of the Rights associated with the units represented by such certificate.  
 
Separation Time 
 
The Rights will separate and trade apart from the units and become exercisable from and after the 
Separation Time.  "Separation Time" means the close of business eight trading days following the earlier 
to occur of (i) the date of acknowledgment by the Fund ("Stock Acquisition Date") that a person or group 
or affiliated or associated persons ("Acquiring Persons") has acquired, other than as a result of a 
reduction of the number of units then outstanding, a Permitted Bid as herein defined or Exempt 
Acquisition (as herein defined),  Beneficial Ownership (as defined in the Unitholder Rights Plan) of 20% or 
more of the outstanding units (the calculation of both the 20% figure and the outstanding units include any 
un-issued units Beneficially Owned by such Acquiring Persons) or (ii) the commencement of, or first public 
announcement of the intention of any person (other than the Fund or any subsidiary of the Fund) to 
commence a Takeover Bid as herein defined (other than a Permitted Bid) or such earlier or later time as 
may be determined by the Trustees.  
 
Flip-in Event 
 
Following a transaction in or pursuant to which a person becomes an Acquiring Person (a "Flip-in Event") 
a Right will convert into the right to purchase at a 50% discount, upon exercise, units of the Fund having 
an aggregate acquisition cost equal to the Exercise Price. However, in such event, any Rights Beneficially 
Owned by Acquiring Persons (including such person's associates and affiliates and persons with whom 
he is acting in concert) or by any direct or indirect transfer of such a person will be void.  A Flip-in Event 
would not include Exempt Acquisitions as defined herein or acquisitions pursuant to a Permitted Bid. 
 
Permitted Bid 
 
A "Permitted Bid" is a Take-over Bid made in compliance with and not on a basis which is exempt from or 
otherwise not subject to the provisions of sections 95 through 100, inclusive, of the Securities Act 
(Ontario) and in compliance with all other applicable securities laws, subject to any exemptions ordered or 
granted for purposes of uniformity, and which also complies with the following additional provisions: 
 
(i) the Take-over Bid is made for all units to all holders of record of units as registered on the books 

of the Fund; 
 
(ii) the person making the Take-over Bid does not at the commencement of, or during the currency 

of, the Take-over Bid Beneficially own more than 10% of the units, unless such person was the 
Beneficial Owner of 10% or more but less than 20% of the outstanding units determined as at the 
Effective Date and did not increase such Beneficial Ownership by an additional 2% of the 
outstanding units determined as at the Effective Date; 

 
(iii) the Take-over Bid contains and the take up and payment for securities tendered or deposited is 

subject to, an irrevocable and unqualified provision that no units will be taken up or paid for 
pursuant to the Take-over Bid prior to the close of business on a date which is not less than 60 
days following the date of the Take-over Bid; 

 
(iv) the Take-over Bid contains irrevocable and unqualified provisions that all units may be deposited 

pursuant to the Take-over Bid at any time prior to the close of business on the date referred to in 
clause (iii) and that all units deposited pursuant to the Take-over Bid may be withdrawn at any 
time prior to the close of business on such date; 

 
(v) the Take-over Bid contains an irrevocable and unqualified condition that not less than 50% of the 

then outstanding units, other than the units Beneficially Owned by the offer or, must be deposited 
to the Take-over Bid and not withdrawn at the close of business on that date referred to in clause 
(iii); and 
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(vi) the Take-over Bid contains an irrevocable and unqualified provision that, should the condition 
referred to in clause (v) be met, the Take-over Bid will be extended on the same terms for a 
period of not less than 10 days from the date referred to in clause (iii). 

 
Exchange Option 
 
If the Trustees determine that conditions exist which would eliminate or otherwise materially diminish in 
any respect the benefits intended to be afforded to the holders of Rights pursuant to the Unitholder Rights 
Plan, the Trustees may at any time after a Flip-in Event, authorize the Fund to issue or deliver, in respect 
of each Right which is not void, either (i) in return for the Exercise Price and the Right, debt or equity 
securities or assets of the Fund (or a combination thereof) having a value equal to twice the Exercise 
Price, or (ii) in return for the Right, subject to any amounts that may be required to be paid under 
applicable law, debt or equity securities or assets of the Fund (or a combination thereof) having a value 
equal to the value of the Right, in full and final settlement of all rights attached to the Right.  In either case, 
the value of such debt or equity securities or assets (or a combination thereof) and in the case of any 
issue of debt or equity securities or assets (or a combination thereof) pursuant to clause (ii), the value of 
the Right shall be determined by the Trustees, who may rely upon the advice of a nationally or 
internationally recognized firm of investment dealers or investment bankers selected by them. 
 
Redemption 
 
At any time prior to a Flip-in Event, the Trustees may redeem the Rights in whole (but not in part) at a 
redemption price of $0.001 per Right, subject to appropriate adjustment in certain events.  In addition, the 
Trustees shall be deemed to have elected to redeem the Rights at such redemption price on the date of 
expiry of a Permitted Bid pursuant to which units have been purchased. 
 
Waiver 
 
The Trustees may until the occurrence of a Flip-in Event, waive the application of the Flip-in Event 
provisions to a transaction (an "Exempt Acquisition") that would otherwise be subject to those provisions. 
The Trustees may also, prior to the Stock Acquisition Date (as defined in the Unitholder Rights Plan), 
waive the application of the Flip-in Event provisions to a Flip-in Event, where the Acquiring Person 
became such by inadvertence and where such Acquiring Person has reduced his Beneficial Ownership of 
units such that at the time of waiver he is no longer an Acquiring Person. 
 
Amendments 
 
Subject to the prior written consent of The Toronto Stock Exchange, in certain situations more particularly 
defined in the Unitholder Rights Plan, the Trustees may from time to time supplement or amend the 
Unitholder Rights Plan agreement without the approval of any holders of Rights to make any changes 
which the Trustees may deem necessary or desirable.  
 
Protection against Dilution 
 
The Exercise Price, the number and kind of securities subject to purchase upon the exercise of each 
Right and the number of Rights outstanding are subject to adjustment in certain situations from time to 
time to prevent dilution.  
 
Rightsholder not a Unitholder 
 
Until a Right is exercised, the holder thereof, as such, will have no rights as a unitholder of the Fund 
including, without limitation, the right to vote or to receive distributions. 
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Declaration as to Non-Canadian Holders 
 
If in the opinion of the Trustees (who may rely upon the advice of counsel) any action or event 
contemplated by the Rights Agreement would require compliance with the laws of a jurisdiction outside of 
Canada, the Trustees acting in good faith may take such actions as they deem appropriate to ensure that 
such compliance is not required. 

 
DISTRIBUTIONS AND DISTRIBUTION POLICY 

 
The Declaration of Trust provides that the Trustees may declare payable to the unitholders, on a quarterly 
basis, all or any part of the net income of the Fund (except net income of the Fund which is determined by 
the Trustees to be required to satisfy any tax liability of the Fund) and net realized capital gains for the 
period, and that, to the extent not previously declared payable by the Trustees, on December 31 of each 
year, an amount equal to the Fund’s net income (except net income of the Fund which is determined by 
the Trustees to be required to satisfy any tax liability of the Fund) and net realized capital gains shall be 
payable automatically. The Fund’s distributions generally must be made in cash, but all or part of a 
distribution may be payable in the form of additional units where: (i) the Fund does not have cash in an 
amount sufficient to pay the full amount of the distribution in cash; (ii) cash distributions are not permitted 
by virtue of subordination agreements and covenants made with senior debt holders; or (iii) cash is 
payable in respect of units tendered for redemption.  
 

Distributions from the Fund may be directly affected by the proposed Federal Tax changes to Income 
Trusts as presented above. 
 

Quarterly cash distributions of $0.22 per unit are expected for 2007 payable to unitholders of record at  
March 31, June 30, September 30 and December 31 and distributable on the fifteenth of the following 
month.  Further increases in distributions are expected based on earnings trends continuing or on the 
completion of the second step of the reorganization.   
 

The Fund’s net income to date has been derived primarily from its holding of the $175 million 
Subordinated Notes of NWC, which have an aggregate principal amount of $175 million and bear interest 
at the rate of 12.5% per year, the $30 million Notes Receivable of NWCT which have an aggregate 
principal amount of $30 million and bear interest at the rate of 13.0% per year, dividends from Common 
Shares of NWC and distributable income of NWCLP.  In 2006, dividends of $2,418,900 were declared by 
NWC to the Fund and distributed to unitholders.  The Fund distributed all of its income net of expenses as 
at December 31, 2006 to the unitholders. 
 

 
THE NORTH WEST COMPANY INC.   

 
NWC is currently a wholly owned subsidiary of the Fund. All of NWC’s Common Shares and $175 million 
Subordinated Notes are held by the Fund.  NWC’s $30 million Notes Receivable are held by NWCLP. 
 

The history of The North West Company dates back to 1670, when the Hudson’s Bay Company received 
its Royal Charter and began establishing fur-trading outlets throughout what is now northern Canada.  In 
1821 Hudson’s Bay Company merged with its rival The North West Company, which federation of 
partners commenced operations in 1779. Over time, the original fur-trading outlets diversified their product 
lines and eventually became the Northern Stores division of the Hudson’s Bay Company (“Northern 
Stores”).  In 1987, Northern Stores was sold to a management and private investor group.  Shares of the 
successor to Northern Stores, The North West Company Inc., were listed for trading on the Toronto Stock 
Exchange in 1990, and a public offering was made in 1992.  Later that year, NWC bought the Alaska 
Commercial Company that traced its roots back to the Russian American Trading Company that 
commenced operations in 1778.  In 1997, The North West Company was reorganized pursuant to a Plan 
of Arrangement and the outstanding shares in The North West Company Inc. were effectively exchanged 
on a one-for-one basis for units of the Fund. On January 27, 2005, The North West Company Inc. 
transferred its interest in Alaska Commercial Company to wholly owned subsidiary NWC (U.S.) Holdings 
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Inc.  On April 30, 2006, NWC transferred its operating assets and the operating assets of its wholly owned 
subsidiary Tora Western Canada Limited to a newly formed limited partnership, The North West Company 
LP (“NWCLP”).  
 
Description of Capital Structure of The North West Company Inc. 
 
NWC is authorized to issue an unlimited number of Common Shares and an unlimited number of 
Preferred Shares. The Fund is the beneficial owner of all of the issued and outstanding Common Shares 
of NWC.  There are no issued and outstanding Preferred Shares. 
 
Common Shares 
 
Each Common Share entitles the holder thereof to receive notice of and to attend all meetings of the 
shareholders of the Company and to one vote at such meetings. The holders of Common Shares are 
entitled to receive any dividends declared by the Board of Directors on the Common Shares.  In the event 
of the liquidation, dissolution, bankruptcy or winding-up of the Company or other distribution of its assets 
among its shareholders, the holders of the Common Shares will be entitled to share equally in all 
remaining assets of the Company.   
 
Preferred Shares 
 
Each Preferred Share entitles the holder thereof to receive non-cumulative cash dividends as and when 
declared by the Board of Directors of NWC, at a rate equal to 10% of the stated issue price per share per 
annum payable semi-annually on March 15 and September 15. 
 
Except as required by applicable law, the holders of the Preferred Shares are not entitled as such to any 
voting rights or to receive notice of or to attend meetings of shareholders of the Company. 
 
In the event of the liquidation, dissolution or winding-up of NWC or other distribution of its assets among 
its shareholders, the holders of the Preferred Shares will be entitled to receive the stated issue price per 
share together with an amount equal to all declared and unpaid dividends thereon to the date of 
commencement of any such liquidation, dissolution, winding-up or distribution. After payment to the 
holders of the Preferred Shares of the amounts payable to them, they shall not be entitled to share in any 
further distribution of the property or assets of NWC. 
 
Subordinated Notes 
 
NWC issued the Subordinated Notes to the Fund on March 27, 1997, and June 4, 1998, pursuant to the 
terms of a note indenture dated March 27, 1997 (the “Note Indenture”).  No additional Subordinated Notes 
may be issued under the terms of the Note Indenture. The Subordinated Notes have an aggregate 
principal amount of $175.0 million; bear interest at 12.5% per annum, payable quarterly on the last day of 
March, June, September and December. 
 
The Subordinated Notes may not be redeemed by NWC or by the Fund prior to maturity on  
December 31, 2027. 
 
Notes Receivable 
 
NWC issued the Notes Receivable to the Fund on December 31, 2001. The Notes Receivable in the 
principal amount of $30.0 million bear interest at 13.0% per annum, payable quarterly on the last day of 
March, June, September and December and mature on December 31, 2031.  On February 15, 2006, the 
Fund assigned its interest in the note to NWCT in exchange for a note of equal value from NWCT.  
 
The Notes Receivable are subordinate to the Subordinated Notes above and may not be redeemed by 
NWC or by NWCT prior to maturity.  
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Senior Notes 
 
In August 2002, NWC issued US$65.0 million of 5.89% senior notes.  Repayments of 20% of the principal 
amount of the Senior Notes are required on June 15, 2007 and June 15, 2008 with the balance due June 
15, 2009.  The Senior Notes are placed with three large U.S.-based life insurance and pension funds.  
The net proceeds of the Senior Notes offering, together with funds drawn from NWC secured credit 
facilities referenced below, were used to retire senior debt of NWC that matured on August 28, 2002.   
 
Other Senior Indebtedness 
 
NWC and its affiliates have $85.0 million in secured operating lines of credit with banks in Canada and 
US$4.0 million in secured operating lines of credit with banks in the United States, of which CDN$29.1 
million was drawn as at March 31, 2007. The operating lines are renewable annually.  
 
Security for Senior Notes and Other Senior Indebtedness 
 
The Senior Notes and Other Senior Indebtedness (draw on bank lines of credit) are secured by the 
following: (i) a general security interest upon the assets of the Company, including a pledge of shares of 
significant subsidiaries, to secure the payment and performance of the obligations of the Company in 
respect of the facilities; (ii) a guarantee by the Fund of the Company’s obligations in respect of the 
facilities and a pledge of all securities (including the Company’s Common Shares, Preferred Shares. 
Subordinated Notes and Notes Receivable) of the Company owned by the Fund to secure such 
obligations; (iii) a subordination agreement between the Fund and the holders of the facilities prohibiting 
any payments in respect of the Subordinated Notes and Other Senior Indebtedness other than regularly 
scheduled payments of interest (when Senior Notes or Other Senior Indebtedness are not in default and 
such payments are not otherwise required to be suspended in accordance with the terms of such 
subordination agreement or the Note Indenture) until payment in full of the facilities, including prior 
payment in full of Senior Notes and Other Senior Indebtedness in any liquidation, bankruptcy or 
reorganization proceedings; and (iv) guarantees by the Company’s significant subsidiaries and a general 
security agreement upon the assets of such subsidiaries to secure payment and performance of the 
obligations of the Company in respect of the Senior Notes and Other Senior Indebtedness.  The Senior 
Notes and Other Senior Indebtedness are subject to the satisfaction of certain conditions, which are usual 
and customary for loans of this nature.  The holders of the Senior Notes and Other Senior Indebtedness 
have appointed Bank of Montreal as security agent to hold all security jointly.  

 
THE NWC TRUST 

 
NWCT was formed under a Declaration of Trust on Feb 15, 2006.  NWCT is an open end unincorporated 
trust, established for the purposes of: 
 

(a) acquiring, investing in, transferring, disposing of and otherwise dealing with debt and equity 
securities of NWC LP and all businesses (“NWC entities”) and activities ancillary or incidental 
thereto and such other investments as the trustees may determine; 

 
(b) acquiring, investing in, holding, transferring, disposing of and otherwise dealing with securities 

issued by, loans made to or debt obligations (including those evidenced by promissory notes) of 
any of the NWC entities, or any other business entity or other Person in which an NWC entity has 
is currently acquiring an interest; 

 
(c) acquiring or investing in the securities of any other entity, including without limitation bodies 

corporate, partnerships or trusts, through an acquisition of assets or an acquisition of share or 
other for of ownership interest and borrowing funds or otherwise obtaining credit, including the 
granting guarantees, the purpose; 

 
(d) holding cash in interest bearing accounts with Canadian financial institutions or investing in 

Permitted Investments for the purpose of the trusts activities, including making investments or 
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paying expenses of the Trust, paying amount payable by the Trust in connection with the 
redemption of any trust units or other securities, making distributions to unitholders; 

 
(e) disposing of all or part of the Trust Fund (investments, securities and assets); 
 
(f) issuing trust units and rights, warrants, special warrants or other securities to purchase, to convert 

into or exchange into trust units; 
 
(g) issuing debt securities, borrowing and mortgaging, pledging, charging, granting a security interest 

in or otherwise encumbering any of the Trust Fund as security for any obligations, liabilities or 
indebtedness; 

 
(h) guaranteeing (as guarantor, surety or co-principal obligor) the payment of indebtedness, liability 

or obligation of any of the NWC entities, and mortgaging, pledging, charging, granting a security 
interest in or otherwise encumbering all or any part of the Trust Fund, including debt or equity 
securities issued by the NWC entities as security for such guarantee; 

 
(i) investing in securities of other issuers as may be approved by the Trustees of NWCT; 
 

(j) undertaking such other activities (including investing in securities and entering into agreements), 
or taking such other actions as are approved by the Trustees of NWCT from time to time;  

 

(k) paying costs, fees and expenses associated with the foregoing purposes or incidental thereto; 
and; 

 

(l) engaging in activities ancillary or incidental to those activities set forth above. 
 

Description of the Capital Structure of The NWC Trust 
 

All of the outstanding units of NWCT are held by the Fund. 
 

Nature and ranking of Trust Units 
 

The beneficial interest of the Trust will be divided into interest of one class (“trust units”) which will be 
entitled to the rights and subject to the limitations, restrictions, and conditions set forth in the Declaration 
of Trust dated February 15, 2006, and the interest of each unitholder will be determined by the number of 
trust units registered in the name of each unitholder. 

 
Each trust unit will entitle the holder or holders thereof to one vote at any meeting of the unitholders and 
represents an equal fractional undivided beneficial interest in any distribution from the Trust (whether of 
Distributable Cash Flow, Net Realized Capital Gains or other amounts) and in any net assets of the Trust 
in the event of termination or winding up of the Trust.  All units will rank among themselves equally and 
rateably without discrimination, preference or priority. 

 
Authorized Number of Units 

 
The aggregate number of trust units which are authorized and may be issued are unlimited.  

 
Fractional Units 

 
Fractional units will not be issued, except pursuant to distributions of additional trust units to all 
unitholders. 
 
Issue of Trust Units 

 
Trust units may be allotted and issued by the Trust at such times, to such Persons, for such consideration 
and on such terms and conditions as the Trustees may determine. The Trustees may authorize the Trust 
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to pay a reasonable commission to any Person in consideration of such Person purchasing or agreeing to 
purchase trust units from the Trust. 

 
The Trustees may create and issue rights, warrants (including so-call “special warrants” which may be 
exercisable for no additional consideration), convertible securities (including trust units issuable upon the 
exchange of securities of other issuers) or options (including all types of incentive programs) to subscribe 
for trust units, which rights, warrants, convertible securities or options may be exercisable at such 
subscription price or prices and at such time or times and on such terms or conditions as the Trustees 
may determine. A right warrant, convertible security or option will not be a trust unit and the holder thereof 
will not be a unitholder. 

 
No Pre-Emptive Rights 

 
No Person will be entitled, as a matter of right, to subscribe for or purchase any trust unit, unless agreed 
to in writing by the Trust. 

 
Notes Receivable 

 
The NWC Trust has issued on February 15, 2006, Notes Receivable to the Fund due December 31, 2031, 
in the amount of CDN $30 million at an annual interest rate of 13% and interest payable on a quarterly 
basis on March 31, June 30, September 30 and December 31, in exchange for the $30 million Notes 
Receivable transferred from the Fund.  NWCT has in turn transferred the Notes Receivable to NWCLP in 
exchange for Class A partnership units of NWCLP. 

 
 

NWC GP INC. 
 

NWC GP Inc. is incorporated in Canada under the laws the Canada Business Corporations Act (CBCA) 
and is the general partner of NWCLP.  NWC GP Inc., which has a nominal investment in NWCLP, exists 
to administer and operate the business affairs of NWCLP.   

 
Description of Capital Structure of NWC GP Inc. 

 
NWC GP Inc. is authorized to issue an unlimited number of common shares all of which are held by the 
Fund, which will have the following rights privileges and restrictions attached thereto: 

 
(a) The holders of common shares shall be entitled to receive notice and to attend any meetings of 

the shareholders of NWC GP Inc. and shall be entitled to one vote for each common share held 
by them respectively. 

 
(b) The holders of common shares shall be entitled to receive dividends when, as and if declared 

thereon by the Board of Directors of NWC GP Inc. 
 
(c) In the event of the liquidation, dissolution or winding up of NWC GP Inc. or other distribution of 

assets of NWC GP Inc. among shareholders for the purpose of winding up its affairs, the holders 
of the common shares shall be entitled to receive rateably the property and assets of NWC GP 
Inc. 

 

Restrictions on share transfers 
 

No share or shares of NWC GP Inc. shall be transferred without the unanimous consent of the directors 
of NWC GP Inc. expressed either by resolution or by an instrument in writing. 
 
Any invitation to the public to subscribe for the securities of NWC GP Inc. is forbidden. 
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THE NORTH WEST COMPANY LP 

 
NWCLP was formed on April 30, 2006 under the laws of Manitoba through a limited partnership 
agreement among NWC, NWC GP Inc., NWCT and Tora Western Canada Limited for the purpose of 
undertaking business together in a limited partnership. 

 
Description of the Capital Structure of The North West Company LP 

 
NWCLP has issued Class A, Class B and Class C limited partnership units respectively, the “Class A 
Units”, ”Class B Units”, and “Class C Units.” The issued and outstanding units are as follows: 

 

NWC has 320,000 Class A Units, 44,285 Class B Units, and 7,300 Class C Units.  
Tora Western Canada Limited has 23,000 Class A Units, and 3,072 Class B Units.  
NWCT has 3,000,001 Class A Units and NWC GP Inc. has 1 Class A Unit.  

 
Class A Units 

 
In addition to the rights, privileges, restrictions and conditions attaching to the Class A Units as set forth 
elsewhere in the Partnership Agreement executed on April 30, 2006 from which NWCLP was formed, the 
Class A Units will have the following rights, privileges, restrictions and conditions as are set forth below: 

 
Parity 

 
Other than as set forth in the Partnership Agreement, the rights of all holders of Class A Units are equal 
in all respects, without discrimination, preference or priority among them, including with respect to 
matters such as payment of distributions, and the distribution of assets of NWCLP in the event of any 
liquidation, dissolution or winding up NWCLP, or other distribution of assets of NWCLP for the purpose of 
winding up its affairs. 

 
Distributions to Holders of Class A Units 

 
The holders of the Class A Units will be entitled to receive from time to time distributions in respect of 
such Class A Units held thereby in such amount, character and nature as is in accordance with the 
provisions of Article 4 of the Partnership Agreement and such other provisions of the Partnership 
Agreement as may be applicable.  Holders of Class A Units will be entitled to receive non-cumulative 
distributions only if, as and when declared by NWC GP Inc. in accordance with the provisions of Article 4 
of the Partnership Agreement. 

 
Participation Upon Liquidation, Dissolution or Winding Up 

 
In the event of the liquidation, dissolution or winding up of NWCLP or other distribution of assets of 
NWCLP among its Partners for the purpose of winding up its affairs, the holders of the Class A Units will, 
subject to the rights of the holders of any other class of units entitled to receive assets of NWCLP upon 
such a distribution in priority to, or concurrently with, the holders of the Class A Units, be entitled to 
participate in the distribution all in accordance with the Partnership Agreement. Such distribution to which 
the holders of Class A Units are entitled will be made pro rata to the amount of each holder's respective 
net contribution amount determined in accordance with the Partnership Agreement in respect of Class A 
Units. 

 
Class B Units 

 
In addition to the rights, privileges, restrictions and conditions attaching to the Class B Units as set forth 
elsewhere in the Partnership Agreement, the Class B Units will have the following rights, privileges, 
restrictions and conditions as are set forth below: 
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Parity 
 

The rights of all holders of Class B Units are equal in all respects, without discrimination, preference or 
priority among them, including with respect to matters such as payment of distributions, and the 
distribution of assets of NWCLP in the event of any liquidation, dissolution or winding up of NWCLP, or 
other distribution of assets of NWCLP for the purpose of winding up its affairs. 

 
Distributions to Holders of Class B Units 

 
The holders of Class B Units as a class will be entitled to receive, in respect of each distribution period or 
fiscal year of NWCLP, as the case may be, in priority to holders of Class A Units (but subject to the priority 
distributions hereunder to the Class C Units), distributions from NWCLP in an amount equal to the Class 
B Preferred Return or the Annual Class B Preferred Return, as applicable, all in the manner set forth in 
the Partnership Agreement. All Class B Units outstanding from time to time represent a fractional 
undivided beneficial interest in and will be entitled to equal shares in the Class B Preferred Return or the 
Annual Class B Preferred Return, as applicable, in the manner set forth in the Partnership Agreement.  All 
Class B Units will rank among themselves equally and rateably without discrimination, preference or 
priority. 
 
Participation on Liquidation, Dissolution or Winding Up 
 
In the event of the liquidation, dissolution or winding up of NWCLP, or other distribution of assets of 
NWCLP among its Partners for the purpose of winding up the affairs of NWCLP, each holder of Class B 
Units will be entitled to receive from the assets of NWCLP, for each Class B Unit held by such holder, the 
sum of: 

 
(i) such holder's then net contribution amount in respect of Class B Units, plus 

(ii) for each fiscal year (or prorated part thereof, if such liquidation, dissolution or winding up 
does not occur at the end of a fiscal year), such holder's pro rata proportion (based upon 
each holder's then respective net contribution amount in respect of Class B Units) of an 
amount equal to the Class B Preferred Rate, multiplied by the total aggregate Class B 
Subscription Amount minus the aggregate amount of all contributions returned by 
NWCLP in respect of Class B Units prior to such time, to the extent that it has not been 
paid to such holder for each Class B Unit held by it in respect of such fiscal year (or 
prorated part thereof), 

before any amount will be paid to any holder of Class A Units or partnership units of any other class 
ranking junior to the Class B Units.  After payment has been made to the holders of the Class B Units, 
such holders will, as such, have no further entitlement to participate in any further distributions upon any 
such liquidation, dissolution or winding up of the affairs of NWCLP except to the extent that such holders 
of Class B Units are also holders of Class A Units. 

 
Right of Redemption at Option of the Holder 

 
Subject to the rights, privileges, restrictions and conditions of any class or series of units ranking in 
preference to, or on a parity with, the Class B Units, each Partner holding Class B Units will be entitled to 
require NWCLP to redeem at any time, or from time to time, at the demand of such Partner all or any part 
of the Class B Units registered in the name of such Partner at the Class B Redemption Price (defined 
below), with respect to each Class B Unit so redeemed, as determined and payable in accordance with 
the terms and conditions hereinafter provided. 

 
Exercise of Redemption Right 

 
To exercise the above-mentioned right to require redemption hereunder, a duly completed and properly 
executed notice requiring NWCLP to redeem the relevant Class B Units, in a form reasonably acceptable 
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to NWC GP Inc., will be sent by the relevant Partner to NWCLP at the head office of NWCLP, together 
with the certificates representing the Class B Units to be redeemed and written instructions as to the 
number of Class B Units to be redeemed.  No form or manner of completion or execution of such notice 
and other documents will be sufficient unless the same is in all respects satisfactory to NWC GP Inc. and 
is accompanied by any further evidence that NWC GP Inc. may reasonably require with respect to the 
identity, capacity or authority of the person giving such notice. 

 
Upon the tender by a Partner of Class B Units for redemption, such Partner will thereafter cease to have 
any rights with respect to the Class B Units tendered for redemption (other than to receive the Class B 
Redemption Price) including the right to receive any distributions thereon which are declared payable to 
the holders of Class B Units of record on a date which is subsequent to the Redemption Date (defined 
below).  Class B Units will be considered to be tendered for redemption on the date (the "Redemption 
Date") and NWCLP has, to the satisfaction of NWC GP Inc., received the notice, certificates representing 
the Class B Units to be redeemed, the written instructions as to the number of Class B Units to be 
redeemed and other required documents or evidence as aforesaid. 

 
Payment of Class B Redemption Price 

 
The Class B Redemption Price payable in respect of the Class B Units tendered or called for redemption 
will be paid in immediately available funds, by cheque, drawn on a Canadian chartered bank or trust 
company in lawful money of Canada, payable to or to the order of the Partner holding the Class B Units to 
be redeemed. 

 
Payments made by NWCLP of the Class B Redemption Price are conclusively deemed to have been 
made upon the mailing of a cheque in a postage pre-paid envelope addressed to the former Partner 
holding Class B Units and/or any party having a security interest therein, unless such cheque is 
dishonored upon presentment. Upon such payment, NWCLP will be discharged from all liability to the 
relevant Partner in respect of the Class B Units so redeemed to the extent of the amount of such cheque. 

 
Class B Redemption Price 

 
For the purposes hereof, the price per Class B Unit payable to the Partner holding Class B Units for each 
Class B Unit tendered for redemption by such Partner (the "Class B Redemption Price") will be equal to 
the sum of: 

 
(i) such Partner's then net contribution amount in respect of Class B Units, plus 

(ii) for each fiscal year (or prorated part thereof, if the Redemption Date does not occur at the 
end of a fiscal year), such Partner's pro rata proportion (based upon each Partner's 
respective net contribution amount in respect of Class B Units) of an amount equal to the 
Class B Preferred Rate, multiplied by the total aggregate Class B subscription amount 
minus the aggregate amount of all contributions returned by the Partnership in respect of 
Class B Units prior to such time, to the extent that it has not been paid to such Partner for 
each Class B Unit held by it in respect of such fiscal year (or prorated part thereof). 

 
Cancellation of Certificates for all Redeemed Class B Units 

 
All certificates representing Class B Units that are redeemed hereunder will be cancelled and such Class 
B Units will no longer be outstanding. 

 
Class C Units 

 
In addition to the rights, privileges, restrictions and conditions attaching to the Class C Units as set forth 
in the Partnership Agreement, the Class C Units will have the following rights, privileges, restrictions and 
conditions as are set forth below: 
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Parity 
 

The rights of all holders of Class C Units are equal in all respects, without discrimination, preference or 
priority among them, including with respect to matters such as payment of distributions, and the 
distribution of assets of NWCLP in the event of any liquidation, dissolution or winding up of NWCLP, or 
other distribution of assets of NWCLP for the purpose of winding up its affairs. 

 
Distributions to Holders of Class C Units 

 
The holders of Class C Units as a class will be entitled to receive, in respect of each distribution period or 
fiscal year, as the case may be, in priority to holders of Class A Units and Class B Units, distributions 
from NWCLP in an amount equal to the Class C preferred return or the annual Class C preferred return, 
as applicable, all in the manner set forth in the Partnership Agreement.  All Class C Units outstanding 
from time to time represent a fractional undivided beneficial interest in and will be entitled to equal shares 
in the Class C preferred return or the Annual Class C preferred return, as applicable, per the Partnership 
Agreement.  All Class C Units will rank among themselves equally and rateably without discrimination, 
preference or priority. 

 
Participation on Liquidation, Dissolution or Winding Up 

 
In the event of the liquidation, dissolution or winding up of NWCLP, or other distribution of assets of 
NWCLP among its Partners for the purpose of winding up the affairs of NWCLP, each holder of Class C 
Units will be entitled to receive from the assets of NWCLP, for each Class C Unit held by such holder, the 
sum of: 

 
(i) such holder's then net contribution amount in respect of Class C Units, plus 

(ii) for each fiscal year (or prorated part thereof, if such liquidation, dissolution or winding up 
 does not occur at the end of a fiscal year), such holder's pro rata proportion (based 
 upon each holder's then respective net contribution amount in respect of Class C  Units) of 
 an amount equal to the Class C preferred rate, multiplied by the total aggregate Class C 
 Subscription Amount minus the aggregate amount of all contributions returned by NWCLP 
 in respect of Class C Units prior to such time, to the extent that it has not been paid to 
 such holder for each Class C Unit held by it in respect of such fiscal year (or prorated part 
 thereof), 

before any amount will be paid to any holder of Class A Units or Class B Units or partnership units of any 
other class ranking junior to the Class C Units.  After payment as provided in this subsection 3 has been 
made to the holders of the Class C Units, such holders will, as such, have no further entitlement to 
participate in any further distributions upon any such liquidation, dissolution or winding up of the affairs of 
NWCLP except to the extent that such holders of Class C Units are also holders of Class A Units or Class 
B Units. 

 
Right of Redemption at Option of the Holder 

 
Subject to the rights, privileges, restrictions and conditions of any class or series of units ranking in 
preference to, or on a parity with, the Class C Units, each Partner holding Class C Units will be entitled to 
require NWCLP to redeem at any time, or from time to time, at the demand of such Partner all or any part 
of the Class C Units registered in the name of such Partner at the Class C Redemption Price (defined 
below), with respect to each Class C Unit so redeemed, as determined and payable in accordance with 
the terms and conditions hereinafter provided. 

 
Exercise of Redemption Right 

 
To exercise the above-mentioned right to require redemption hereunder, a duly completed and properly 
executed notice requiring NWCLP to redeem the relevant Class C Units, in a form reasonably acceptable 
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to NWC GP Inc., will be sent by the relevant Partner to NWCLP at the head office of NWCLP, together 
with the certificates representing the Class C Units to be redeemed and written instructions as to the 
number of Class C Units to be redeemed. No form or manner of completion or execution of such notice 
and other documents will be sufficient unless the same is in all respects satisfactory to NWC GP Inc. and 
is accompanied by any further evidence that NWC GP Inc. may reasonably require with respect to the 
identity, capacity or authority of the person giving such notice. 

 
Upon the tender by a Partner of Class C Units for redemption, such Partner will thereafter cease to have 
any rights with respect to the Class C Units tendered for redemption (other than to receive the Class C 
Redemption Price therefore) including the right to receive any distributions thereon which are declared 
payable to the holders of Class C Units of record on a date which is subsequent to the Redemption Date 
(defined below).  Class C Units will be considered to be tendered for redemption on the date (the 
"Redemption Date”) NWCLP has, to the satisfaction of NWC GP Inc., received the notice, certificates 
representing the Class C Units to be redeemed, the written instructions as to the number of Class C Units 
to be redeemed and other required documents or evidence as aforesaid. 

 

Payment of Class C Redemption Price 
 

The Class C Redemption Price payable in respect of the Class C Units tendered or called for redemption 
will be paid in immediately available funds, by cheque, drawn on a Canadian chartered bank or trust 
company in lawful money of the United States, payable to or to the order of the Partner holding the Class 
C Units to be redeemed. 

 
Payments made by the Partnership of the Class C Redemption Price are conclusively deemed to have 
been made upon the mailing of a cheque in a postage pre-paid envelope addressed to the former Partner 
holding Class C Units and/or any party having a security interest therein, unless such cheque is 
dishonored upon presentment. Upon such payment, NWCLP will be discharged from all liability to the 
relevant Partner in respect of the Class C Units so redeemed to the extent of the amount of such cheque. 

 
Class C Redemption Price 

 
For the purposes hereof, the price per Class C Unit payable to the Partner holding Class C Units for each 
Class C Unit tendered for redemption by such Partner (the "Class C Redemption Price") will be equal to 
the sum of: 

 
(i) such Partner's then net contribution amount in respect of Class C Units, plus 

(ii) for each Fiscal Year (or prorated part thereof, if the Redemption Date does not occur at 
 the end of a fiscal year), such Partner's pro rata proportion (based upon each 
 Partner's respective net contribution amount in respect of Class C Units) of an amount 
 equal to the Class C Preferred Rate, multiplied by the total aggregate Class C 
 Subscription Amount minus the  aggregate amount of all contributions returned by 
 NWCLP in respect of Class C Units prior to such time, to the extent that it has not 
 been paid to such Partner for each Class C Unit held by  it in respect of such fiscal year 
 (or prorated part thereof). 

 
Cancellation of Certificates for all Redeemed Class C Units 

 
All certificates representing Class C Units that are redeemed hereunder will be cancelled and such Class 
C Units will no longer be outstanding. 

 
GENERAL DEVELOPMENT OF THE BUSINESS 

 
The North West Company is a leading retailer of food and everyday products and services to rural 
communities and urban neighbourhoods across Canada and Alaska. The Fund, through its operating 
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entities operates 201 stores across Canada and in the state of Alaska under the banners of Northern, 
NorthMart, Giant Tiger and AC Value Centers. 
 
Three-Year History 
 
Fiscal 2006 
 
In 2006, the Company initiated multiple strategies to further expand its’ merchandise offerings and 
introduce new products. At the start of the year an acquisition of a large in-store pharmacy brought 
knowledge into North West related to remote pharmacy operations, telepharmacy and contract pharmacy 
services to northern hospitals.  An additional in-store pharmacy and one telepharmacy were opened during 
the year.  
 
The private label store brands were re-launched to bring a more coherent message to our customers and 
create a more exclusive brand identity.  The quick-service food business started to be revamped to strike a 
more profitable balance between fresher food and the cost of food preparation.  
 
Gas bars remain a growth opportunity for the Company as six new gas bars were opened providing 
additional traffic within the stores and helping increase food sales. 
 
Taking advantage of the broadband technology installed last year, the Company introduced improved 
store ordering processes through an “advanced order system” providing greater capability to store 
management to localize their assortment to better serve their customers. This new technology will be 
rolled out to all stores throughout 2007. 
 
Nine stores were opened and six stores were renovated. 
 
Fiscal 2005 
 
The Company continued its’ focus on in-store capability during 2005. Best Practice training was provided 
to another twenty-eight managers and another twenty-eight management candidates entered the 
Manager-In-Training program. We continue to redefine the store manager role to ensure that more 
accountability for planning, people and merchandise stays with our store teams.  
 
Leadership programs were introduced for high potential senior managers recognizing the need for more 
accountable, effective and consistent management practices. One of the intents of this program is having 
work being done at the right level, with better decisions being made on a day-to-day basis, as close to our 
customers and communities as possible. 
 
The roll out of the in-store point-of-sale systems was completed. The Company also installed a broadband 
communication network in all of the northern Canadian stores. This is an essential platform for bridging the 
distance between our vast geography of store locations. The benefits were improved customer service by 
providing faster check-out lanes and cost savings from disconnecting hundreds of land phone lines. The 
network also enables the Company to introduce improved work methods and processes in the upcoming 
years. 
 
The Company opened seven stores and renovated eight stores.  
 
Fiscal 2004 
 
In 2004, the Company’s strategy was to grow same store food sales while adjusting the general 
merchandise offerings to meet local market requirements and improve inventory productivity. Our 
productivity focus is on continuing to improve our store capability through investments in store technology, 
improvements in work methods and processes and upgrading the skills of our store managers. 
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The Company began the roll out of a common in-store point of sale system during 2004. Combined with 
this initiative a store management training program was developed to upgrade store management skills to 
better meet customer expectations and improve in store productivity. A “Best Practice” training program 
was initiated and sixty store managers completed the program.  As well, a Manager-In-Training program 
was launched to further strengthen the ranks of our store management teams. This in-depth six to twelve 
month program ensures that management candidates have the skills and knowledge to lead a store from 
the beginning of their first assignment.  Twenty individuals were recruited under this program.  
 
The Company introduced new product offerings such as motor vehicle sales in select markets. Gas bars 
were tested in three road locations and we increased our private label food assortment by 10%.  
 
During the year, the Company opened three Giant Tiger stores in urban neighborhoods and renovated eight  
stores.  

 
DESCRIPTION OF THE BUSINESS 

 

General 
 
The main operating entities of the North West Company Fund are NWCLP and Alaska Commercial 
Company (“AC”). References to the “Company” include the retail operations in Canada and Alaska. 
 
Both are leading retailers and distributors of everyday consumer goods and services to remote 
communities, rural towns and urban neighborhoods across northern Canada, rural Alaska and western 
Canada. They operate a network of 201 retail stores, which offer a diverse range of merchandise catering 
to the northern customer, the urban customer at several locations in southern Canada, as well as a 
catalogue shopping business. They also operate complementary businesses, including fur and Inuit art 
marketing businesses, which utilize their unique heritage and knowledge of the north. 
 
For the fiscal year ended January 31, 2007, total revenues were $944.9 million, of which Canadian 
operations accounted for approximately 81% and Alaskan operations accounted for the balance or 19%. 
For the fiscal year ended January 28, 2006, total revenues were $849.7 million.  At January 31, 2007, 
6,639 people were employed including 806 people in Alaska.  
 
Canadian Operations 
 
The Canadian retailing operations consist of 129 Northern stores, six NorthMart stores, 10 stand-alone 
Quickstop convenience stores and 20 Giant Tiger Stores.  These outlets are located in 148 communities 
across the Canadian north and in urban centers across western Canada.  The communities range in size 
from small, remote settlements with populations as few as 300 people to larger, regional centers with 
populations of up to 15,000 people, to urban centers situated across western Canada.  The average store 
size has approximately 7,500 square feet of selling space and features a broad assortment of food, 
general merchandise and services.  Food offerings consist of perishable and non-perishable products 
including groceries, dairy products, meat, produce and convenience/fast-food services. General 
merchandise consists of family apparel, house wares, health and beauty aids, sporting goods, toys, 
hardware, furniture, appliances and home entertainment products, boats, outboard motors, canoes, all-
terrain vehicles and snowmobiles. Services include cheque cashing, tax services, ATM’s, money 
transfers, bill payment, and catalogue ordering and gasoline sales.  Stores may also feature a post office, 
fast food franchise or a pharmacy.  Store offerings are supported by an established catalogue business, 
Selections (www.selections.northwest.ca), which is distributed throughout northern Canada.  
 
The Company is pursuing a strategy of entering into alliances with leading specialty retailers, distributors 
and service providers to broaden its product and service offering while leveraging its convenient locations. 
To date, the Company has established alliances with Dufresne Furniture and Appliances, TruServ 
Canada Inc. (in the hardware category), Sobey’s (food distribution in eastern Canada), and H&R Block 
Canada (in the tax services category.) Management believes that these alliances have been positive in 
delivering stronger product and service offerings to customers at lower costs.  
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In 2002, the Company signed a 30-year Master Franchise Agreement with Giant Tiger Stores Limited, 
based in Ottawa, Ontario which grants the Company the exclusive right to open Giant Tiger stores in 
western Canada. Under the agreement, Giant Tiger Stores Limited provides product sourcing, 
merchandising, systems and administration support to the Company’s Giant Tiger stores in return for a 
royalty based on sales.  The Company is responsible for opening, owning, operating and providing 
distribution services to the stores. The Company’s exclusivity right requires that a minimum number of 
Giant Tiger stores be opened each year, based on an expected roll-out of 72 stores over the term of the 
agreement.  As at April 20, 2007 the Company has opened 20 Giant Tiger stores and is in compliance with 
the terms of the agreement. 
 
In addition to its retail operations, the Company operates complementary businesses that apply its unique 
heritage and knowledge of the north.  These include: (i) the Fur Marketing Division, which purchases furs 
from trappers and sells aboriginal crafts and outerwear to the local and tourist retail market from three 
trading posts; (ii) the Inuit Art Marketing Service, which procures and markets carvings from Native 
artisans and is the largest Inuit art marketing service in Canada; (iii) Crescent Multi Foods, which is a full-
line produce and fresh meat distributor, serving the Company’s stores and third-party customers in 
Manitoba and northwestern Ontario; and (iv) The Odd Lots Discount Centre, which is used by the 
Company to dispose of surplus catalogue and store merchandise.   
 
Alaskan Operations 
 
Alaskan operations are conducted through Alaska Commercial Company (“AC”) a wholly owned 
subsidiary of The North West Company Inc’s wholly owned subsidiary NWC (U.S.) Holdings Inc. AC 
operates 29 AC Value Center stores and three AC Quickstop convenience stores.  These store formats 
are similar to the Canadian stores.  The Alaskan operations also include Frontier Expeditors, which 
provides wholesale services to small independent retailers in Alaska. 
 
Distribution and Infrastructure 
 
NWCLP operates one distribution centre in Winnipeg, Manitoba and AC operates another in Anchorage, 
Alaska.  These distribution centres are used for both food and general merchandise distribution.  Due to 
the vast geography of the store network, transportation is an important element of operations. One 
hundred and eighteen (118) stores are inaccessible by all-weather roads and another 58 stores are 
relatively distant from major transportation corridors.  As a result, stores are serviced by all available 
modes of transportation including sealift, barge, trucks including via winter roads, rail and air. NWC owns 
a 50% interest in Transport Nanuk Inc., a shipping company servicing the eastern Arctic.  
 
In both Canada and Alaska, the majority of stores are owned, in addition to employee residences and staff 
houses, which are typically located adjacent to the store in more remote store locations. 
 
In Canada, NWCLP sources both food and general merchandise through its head office in Winnipeg, 
Manitoba, a buying office for fashion in Montreal, Quebec and through its corporate alliances.  In Alaska, 
AC sources food and general merchandise from local distributors and manufacturers as well as from the 
lower 48 states through a buying office in Anchorage. 
 
Financial Services 
 
Customers are offered convenient, local access to a wide variety of financial services. Northern, 
NorthMart and AC Value Center stores each offer a revolving credit card for day-to-day purchases, similar 
to those offered by major department store chains.  An extended payment program is also available to 
finance large dollar purchases (big-ticket purchases) at the stores.  As there are relatively few bank 
branches in remote markets that the Company serves, ATM’s, cheque cashing, debit card cash 
withdrawal, cash transfer, bill payment, currency exchange, money order and CashLink and gift card 
services are also offered at its stores. 
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Most of the day-to-day credit decisions are centralized freeing up the store manager’s time for the 
marketing of products and services.  The store manager’s knowledge of the local economic conditions 
and their personal acquaintances with their customers continues to provide valuable input into the credit 
decision process. Credit provided on the extended payment program for big-ticket purchases are 
approved at the Company’s head office. A central credit management system allows continuous 
monitoring of account activity and balances at the head office so that credit specialists can provide advice 
to the store managers.  The allowance for doubtful accounts is adjusted monthly to reflect the changes in 
the currency of outstanding balances.  
 

Markets 
 

The Company operates 135 stores in smaller, remote communities inhabited principally by First Nations, 
Métis and Inuit.  These markets range in population from 300 to 3,700 people and are generally not 
accessible by all-weather roads. These communities generally have a stable income base, which is 
dependent on government spending through social assistance and public sector employment in schools, 
health services, local government and public works projects. Income levels are also influenced by 
activities such as fishing, resource exploration, pipeline construction, hydro electricity development and 
related construction activity.  
 

There are 65 stores in less remote, regional communities that are generally accessible by all-weather 
roads. These markets range in population from 1,000 to large urban centres. The economies of these 
communities are more diverse and income levels are higher than those of the more remote locations. 
Major sources of employment are in manufacturing, government services, transportation, health care, 
tourism and natural resources and of its total number of regional locations, 25 communities are largely 
dependent on natural resource industries.   
 

Operations  
 

Net earnings for the fiscal year ended January 31, 2007, were $53.7 million or $1.12 per unit on a diluted 
basis compared to net earnings for the fiscal year ended January 28, 2006, of $42.9 million or $0.89 per 
unit and net earnings of $37.3 million or $0.77 per unit for the fiscal year ended January 29, 2005.  
Earnings per unit for the fiscal years ended January 28, 2006 and January 29, 2005 have been restated to 
reflect the three-for-one unit split on September 20, 2006.  
 

Revenues increased 11.2% to $944.9 for the fiscal year ended January 31, 2007.  Consolidated Canadian 
operations experienced an 11.7% increase in revenues while the Alaskan operations recorded a 16.0% 
increase in revenues to US$154.2 million from US$133.0 million in the prior year.  
 

Earnings before interest and taxes were $70.2 million or 7.4% of sales for the year ended January 31, 
2007 compared to $60.5 million or 7.1% of sales for the fiscal year ended January 28, 2006.  
Consolidated Canadian earnings before interest and taxes of $59.5 million or 7.7% of revenues increased 
from $49.5 million or 7.2% of revenues for the prior fiscal year ended January 28, 2006. The Alaskan 
operations generated earnings before interest and taxes of US$9.4 million or 6.1% of revenues for the 
fiscal year ended January 31, 2007, compared to US$9.2 million or 6.9% of revenues for the prior fiscal 
year.  Interest expense for the fiscal year ended January 31, 2007 was $6.8 million, up from $6.1 million 
for the prior fiscal year. 
 

At January 31, 2007, total assets were $441.9 million, up 4.3% from $423.8 million in the prior year.  Net 
working capital at January 31, 2007 was $103.4 million, representing a decrease of $19.9 million or 16.1% 
from $123.3 million at January 28, 2006 due to an increase in the current portion of long term debt of 
$20.2 million relating to a principal repayment due June 15, 2007.   
 

Cash generated from operating activities for the year ended January 31, 2007 was $81.5 million 
compared to $75.3 million last year.  Cash used in investing activities increased $11.5 million to $35.5 
million.  Cash used in financing activities during the year ended January 31, 2007 was $45.8 million 
compared to $40.9 million last year.  
 

Further financial information on the Company’s operations is available in the 2006 Summary Annual Report  
and the 2006 Management’s Discussion & Analysis and Consolidated Financial Statements report filed on  
SEDAR at www.sedar.com and on the Company’s website at www.northwest.ca. 
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Stores and Other Facilities 
 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(1)
 Of these stores, 50 are located on leased land pursuant to ground leases. 

 
The following table summarizes the number of stores and selling square footage under the retail formats 
as at January 31, 2007. 

 
 
 
 
 
 
 
 
 
 

 
Subsequent to January 31, 2007, one Northern store was re-opened under the NorthMart banner which 
reduced the number of stores under the Northern banner to 129 and increased the number of stores 
under the NorthMart banner to six.  A store was opened under the Giant Tiger banner in Edmonton, 
Alberta on February 24, 2007 bringing the total number of stores under the Giant Tiger banner to 20.  
 
Selling areas of stores in remote communities range in size from 1,000 sq. ft. to 10,000 sq. ft.  In 
regional and urban communities, selling areas range from 3,000 sq. ft. to 36,000 sq. ft. The Company 
owns employee residences and staff houses, which are typically located adjacent to the more remote 
store locations. 
 
Competition 
 

In the vast majority of the northern and remote communities that it serves, the Company’s stores are the 
dominant providers of food, every day and seasonal general merchandise and command the largest 
market share.  Local competition consists of stores operated by independent store owners and local co-
operatives, some of which are associated with regional or national buying groups. Many of the Company 
stores enjoy strong local loyalties through established customer relationships. The strength of 
independent store competition varies considerably depending on the management skills, financial strength 
and scale of local operators. Additionally, the commitment of local staff to the store and to customer 
relationships and the ability to maintain consistent standards are other key factors that influence their 

The following table sets forth the number of 
stores, the location of the stores by region 
and whether the stores are owned or leased 
as at January 31, 2007 

Number 
of Stores 
 

Owned
(1) 

Leased 

Alberta 9 4 5 
British Columbia 3 2 1 

Labrador/NFLD 5 5 0 
Manitoba 40 22 18 
Nunavut 27 23 4 
NWT 19 17 2 

Ontario 27 15 12 
Quebec 16 15 1 

Saskatchewan 21 15 6 
Yukon 1 0 1 

   Canadian Stores 168 118 50 

Alaska Commercial Co. 32 15 17 
TOTAL STORES 200 133 67 

 Number of stores          Selling Square Footage          

      2006 2005 2006 2005 

Northern       130    131 763,294 771,265 
NorthMart          5       5 125,084 125,084 
Quickstop        13     12   21,651   16,753 
Giant Tiger        19     14 303,103 225,962 
AC Value Centres        29     25 300,876 267,304 
Other formats          4       4   22,558   22,558 
Total at end of year      200   191        1,536,566       1,428,926 
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success. In Canada, all of the communities in which the Company operates have access to mail order 
catalogue and direct mail services such as those provided by Sears Canada Inc., Wal-Mart and smaller 
regional and specialized competitors.  In Alaska, this type of competition is more intense and includes 
catalogues directed solely at the rural Alaska market by Anchorage retailers such as Safeway, Wal-Mart 
and Sears. 
 
The stores also face competition (in varying degrees based upon the specific market location) from non-
independent stores, including traditional department stores, big box retailers, discount department stores 
and specialty stores. AC competes directly with Safeway or its subsidiaries in three markets and Wal-Mart 
in one market.  Furthermore, 41 of the store locations are within three hours driving distance of small to 
medium-sized urban centres offering a variety of shopping alternatives. The Giant Tiger stores are located 
in larger rural and urban markets and compete against major discount chains, food stores and department 
store formats. 
 

Investing Activities 
 

For the fiscal year ended January 31, 2007 total investing activities amounted to $35.5 million, which 
includes $5.6 million in business acquisitions, compared to $24.0 million for the fiscal year ended January 
28, 2006. Net capital expenditures for the fiscal year ending January 31, 2008, are expected to be in the 
range of $39 million to $43 million and will be financed out of cash flow from operations and from 
unutilized credit available on existing bank operating facilities.  Further financial information on the 
Company’s capital expenditures is included in the 2006 Management’s Discussion & Analysis and 
Consolidated Financial Statements report filed on SEDAR at www.sedar.com and on the Company’s 
website at www.northwest.ca. 
 

Management of Sales and Operations 
 

In Canada, each store employs a full-time manager who has the primary responsibility to monitor daily 
operations, maximize selling opportunities and safeguard the Company assets.  
 

Northern, NorthMart, and Quickstop banners are managed within four regions, each of which is managed 
by a General Manager under the leadership of a Vice-President.  Two regions are led by a General 
Manager and a specialist support team. The remaining two regions are divided into nine districts, with 
each district led by a District Manager and a support team reporting to a General Manager. 
 

The General Managers are responsible for the store level execution of corporate strategies, policies and 
programs.  The regional General Managers contribute to the development of these initiatives by providing 
front line feedback from daily contact with staff, customers and communities.  
 

The 20 Giant Tiger stores are managed by the Vice-President and General Manager Giant Tiger West 
along with a specialist support team and assistance from Giant Tiger Stores Limited. 
 

In Alaska, Sales & Operations report to a Vice-President, Sales & Operations and a Director of Store 
Operations.  Support for Sales & Operations is provided directly by AC’s Accounting, Human Resources 
and Marketing departments in Anchorage and with selected additional support from Winnipeg based 
service departments. 
 

Employees 
 

At January 31, 2007, the Company employed 6,639 people, including 806 in Alaska. Of these, 
approximately 1,700 are aboriginal and of the aboriginal employees, 232 hold managerial positions.  The 
Company is active in the recruitment of aboriginal people for positions in stores, corporate and distribution 
centers.  
 

Training and development of employees is also a major focus across the Company.  Particular attention is 
being paid toward enhancing food expertise within store operations and with those who have category 
management responsibilities.  As part of a “Best Practice” training initiative new operational processes 
have been identified and documented. The Sales and Operations teams for Canada and Alaska are 
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responsible to train the store managers and their teams to comply with required operational standards. In 
Alaska, the focus is on industry-sponsored training materials. Canada and Alaska are also recruiting more 
senior people for store operations positions through the Manager-In-Training and the Department 
Manager in Training programs. This provides training to experienced store managers and department 
managers as to operating processes prior to managing a store or a department within a store. 
 
Customers 
 

The primary customer group consists of lower-income shoppers residing in remote and urban 
neighborhood communities across Canada and Alaska.  This typical customer’s income depends on wage 
income, direct and non-discretionary government transfer payments or regional government program 
funding.  In smaller, more remote communities, this group’s spending is also influenced by the availability 
of seasonal employment opportunities, which are typically created by government-funded construction 
and infrastructure projects.  The shopping needs of this customer group mainly consists of necessity food 
and everyday basic general merchandise and are influenced by the challenging climate and logistics 
conditions that exist in these communities. The urban Giant Tiger customers are somewhat less 
dependent upon government funding but still exhibit similar shopping needs. 
 

Secondary target customers also include quality and selection-driven shoppers and younger, “trend-driven 
shoppers”.  Food and general merchandise assortments aimed at these shoppers consist of fashion and 
lifestyle products similar to those offered by retailers in urban markets. 
 

Environment 
 

The Company is subject to environmental regulations pursuant to federal, provincial and state legislation.  
Environmental legislation provides for restrictions and prohibitions on releases or emissions of various 
substances handled.  A breach of such legislation may result in the imposition of fines and penalties.  To 
ensure that compliance is in accordance with applicable environmental laws, the Director, Real Estate and 
Store Planning has been appointed as Environmental Officer and reports quarterly to the Board of 
Directors.   
 

The Company is committed to meeting its responsibilities to protect the environment wherever it operates 
and annually budgets expenditures of both a capital and expense nature to meet the increasingly stringent 
laws relating to the protection of the environment.  The Company believes it is in substantial compliance 
with applicable environmental laws and regulations and does not believe the expenditures will have a 
material effect on earnings. 

 
RISK FACTORS 

 

Risks affecting business and the units of the Fund include but are not limited to the following: 
 

Risks Relating to the Units 
 

Proposed Federal Tax Changes 
 

On October 31, 2006, the Minister of Finance of the Government of Canada announced changes to the 
tax treatment of specified investment flow-through entities ("SIFTs"), including publicly traded income 
trusts and their unitholders.  Draft amendments to the Tax Act were released on December 21, 2006 to 
implement these changes (the "2006 Proposed Tax Changes").  No legislation has been enacted to date, 
and significant issues outlined in the 2006 Proposed Tax Changes and various news releases from the 
Minister of Finance have yet to be reflected in the draft legislation.  It is not known at this time when the 
2006 Proposed Tax Changes will be enacted by Parliament, if at all.  Until the 2006 Proposed Tax 
Changes are passed into law, the Fund is unable to determine with certainty the ultimate impact of the 
new tax legislation on the operations, cashflows and distributions to unitholders.  Further information on 
the 2006 Proposed Tax Changes is included on page 6 of this report.   
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Income Tax Matters 
 

There can be no assurance that Canadian federal income tax laws respecting the treatment of mutual 
fund trusts will not be changed in a manner that adversely affects the holders of units.  
 

The Fund is an inter vivos trust for income tax purposes.  All income of the Fund is distributed to 
unitholders and, as such, no income tax is payable by the Fund. 
 

Income taxes are accounted for by using the liability method of tax allocation.  Under the liability method, 
future income tax assets and liabilities are determined based on the differences between the financial 
reporting and tax bases of assets and liabilities and are measured using substantively enacted tax rates 
and laws that are expected to be in effect in the periods in which the future income tax assets or liabilities 
are expected to be realized or settled.  The provision for income taxes is recorded at applicable statutory 
rates. 
 
In the ordinary course of business, the Company is subject to ongoing audits by tax authorities.  While the 
Company believes that its tax filing positions are appropriate and supportable, the possibility exists that 
certain matters may be reviewed and challenged by the tax authorities. The Company regularly reviews 
the potential for adverse outcomes and the adequacy of its tax provisions. The Company believes that it 
has adequately provided for these matters.  If the final outcome differs materially from the provisions, the 
Company’s income tax expense and its earnings could be affected positively or negatively in the period in 
which the matters are resolved.   
 
Nature of Units 
 

The units do not represent a direct investment in the operations and should not be viewed by investors as 
shares in the operating entities.  Holders of units will not have the statutory rights normally associated with 
ownership of common shares of a corporation including, for example, the right to bring "oppression" or 
"derivative" actions.  The units represent a fractional interest in the Fund.  The Fund's primary assets are 
equity securities and debt instruments of NWC and NWC Trust.  The market price per unit is expected to 
be a function of the Fund’s anticipated distributable income and the growth in earnings per unit generated 
by operations and general investment market conditions. 
 
Redemption Right 
 
It is anticipated that the redemption right will not be the primary mechanism for holders of units to liquidate 
their investments. Subordinated Notes or notes, which may be distributed to holders of units in connection 
with a redemption (“Redemption Notes”), will not be listed on any stock exchange and no established 
market is expected to develop for such securities. In addition, Subordinated Notes and Redemption Notes 
received as a result of a redemption of units will not be qualified investments for registered retirement 
savings plans, deferred profit sharing plans, registered retirement income funds and registered education 
savings plans.  Cash redemptions are subject to limitations. 
 
Distribution of Shares and Notes on Termination of the Fund 
 
Upon termination of the Fund, the Trustees may distribute the assets of the Fund directly to the holders of 
units, subject to obtaining all required regulatory approvals.  The primary assets of the Fund prior to the 
proposed reorganization are common shares and subordinated notes of NWC, which are not freely 
tradable and are not currently listed on any stock exchange. In addition, the common shares and 
subordinated notes of NWC and NWCT are not qualified investments for registered retirement savings 
plans, deferred profit sharing plans, registered retirement income funds or registered education savings 
plans. 
 
Cash Distributions Are Not Guaranteed and May Fluctuate with the Company's Performance 
 
Although the Fund must distribute its net income to unitholders (except net income which is determined by 
the Trustees to be required to satisfy any tax liability of the Fund), there can be no assurance regarding 
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the amounts of income generated by the Fund or its affiliates, or that such distributions will be payable in 
cash.  The Fund depends on interest and other payments from NWC, NWCT Trust and NWCLP to make 
its cash distributions.  NWC’s ability to service its debt and make other payments to the Fund will depend 
upon numerous factors, including profitability, third party debt service payments, fluctuations in working 
capital, interest rates, foreign currency exchange rates, capital expenditures and other factors beyond the 
control of the Fund, its subsidiaries and affiliates.  Cash distributions are not guaranteed and may 
fluctuate with earnings performance. 
 
Risks Relating to the Business 
 
Government Spending 
 
Financial performance is partly dependent upon the prosperity of communities in northern Canada and 
Alaska. The economy in northern Canada is highly dependent on government spending through social 
benefits programs, health care, education and public works. The Alaskan economy also benefits from 
annual payments to residents from a permanent fund created from oil revenues.  
 
Retail Industry and Economic Downturns 
 
For the year ended January 31, 2007, approximately 25% of sales are in the general merchandise 
category.  Although the core customer is a lower income shopper with relatively stable income sources, 
the general merchandise category is sensitive to general economic conditions, consumer confidence and 
weather fluctuations.  External factors which affect customer demand, and over which the Company 
exercises no influence, include general economic growth, interest rates, personal debt levels, 
unemployment rates and levels of personal disposable income. In an economic downturn, discounting by 
major retailers may affect the pricing levels achievable in respect of general merchandise products.  A 
recession or significant and prolonged decline in consumer spending could have a material adverse effect 
on business, financial condition and results of operations.  
 
In addition, approximately 13% of the stores are located in communities, which are dependent on a single 
industry, such as fishing, mining or oil and gas extraction.  A decline in the fortunes of the relevant 
industry would have a material adverse effect on the communities in which those stores are located and, 
in the aggregate, could have a material adverse effect on business, financial condition and results of 
operations. 
 
Aboriginal Consumer Environment 
 
About 29% of sales are derived from communities and regions that restrict commercial land ownership 
and usage by non Aboriginal-owned businesses or which have enacted policies and regulations to 
support Aboriginal-owned businesses.  The Company successfully operates within these environments 
through initiatives that promote positive community and customer relations. These include joint venture 
and store lease arrangements with community-based development organizations, affirmative steps taken 
to recruit local residents into management positions, increased Aboriginal participation at the Board level 
and direct investment in the Fund by Aboriginal-owned entities. 
 
Competitive Environment 
 
Despite the remoteness of its markets, there is significant competition. The Company’s stores compete 
with stores operated by local village corporations, independent store owners and co-operatives, some of 
which are associated with regional or national buying groups. These independent merchants maintain 
market share due to strong local loyalties and established customer relationships. All of the communities 
in which there are Company stores have access to mail order catalogue, direct mail and internet services 
such as those provided by Sears Canada Inc. and Wal-Mart.  In the larger communities the Company 
stores compete directly with other national or regional retailers such as True Value, Fields, and 
I.G.A./Sobeys. Moreover, approximately 21% of the stores are located within three hours driving distance 
of small and medium sized urban centers that offer expanded shopping alternatives. Financial 
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performance and results from operations are dependant on the ability to continue to develop and 
implement strategies to compete with other retailers and to anticipate and respond to changing consumer 
preferences and merchandising trends in a timely manner. 
 
Dependence on Key Personnel 
 
Success depends to a significant degree on the ability of the Company to attract and retain employees.  
Due to the vast geography and remoteness of the Company’s markets, there is significant competition 
and limited numbers of experienced personnel, particularly at the store management level.  At the store 
level, as with many other retailers, there is the challenge of high employee turnover. The ability to 
minimize employee turnover is an important competitive factor and directly relates to the effectiveness of 
store operations.  Failure to attract, motivate and retain qualified personnel could have a material adverse 
effect on business, financial condition and results of operations. 
 
In addition, the Company is dependent upon its officers and the loss of services of any number of officers 
could have a material adverse effect on the business, financial condition and results of operations. 
 
New Business Strategies 
 
The success of same and new store growth is dependent on a number of factors, including the availability 
of suitable store locations or acquisition opportunities, the successful negotiation of acceptable leases or 
acquisitions, the ability to manage the expansion of the store base, the ability to successfully develop new 
products and services, the ability to source inventory which meets the needs of the new stores, the 
development of adequate management information systems, the ability to recruit and train new managers 
and employees, the availability of capital and general economic and business conditions. The success of 
the alliance strategy described under Canadian Operations above is dependent on a number of factors, 
such as the ability of the alliance partners to source suitable merchandise, obtain volume discounts, 
manage inventory and deliver products in a timely manner and on the relationship between the Company 
and its alliance partners. 
 
There can be no assurance that new business strategies will be successfully implemented, or that, if 
implemented, the strategies will increase profitability.  
 
Financial Services Business 
 
The financial services operations are an important part of the business. There is a risk of customer 
defaults on credit accounts, particularly following deterioration in the economy.  The credit card industry is 
highly competitive and other credit card issuers may seek to expand or to enter the markets. New federal, 
provincial and state laws and amendments to existing laws may be enacted to further regulate the credit 
card industry or to reduce finance charges or other fees or charges applicable to credit card accounts. 
Deterioration in the financial services business could have an adverse effect on business, financial 
condition and results of operations. 
 
Supplier Arrangements 
 
There is a dependency on third parties for the manufacturing and supply of the products for sale.  All 
orders for merchandise and food products are placed by purchase order or personal data terminal and 
there are no long-term agreements with any manufacturer or supplier. Failure to maintain favourable 
relationships with manufacturers or suppliers could have an adverse effect on business, financial 
condition and results of operations. 
 
Under the alliance initiative, major buying and distribution activities are outsourced through partnerships 
with non-competing retailers and distributors. The benefit is lower product sourcing costs, improved 
product sourcing knowledge, a reduction in our inventory investment, sales growth and, over the long 
term, lower overhead expenses.  For each alliance entered into it is important that an effective connection 
be established with the other organization.  The cultural, technology and strategic fit with each partner and 
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the disruption created by the transition to each alliance are risks of this initiative.  Increased risks are 
assumed as volume of business increases with alliance partners with less direct control over assurance of 
their performance than internally controlled processes.  
 

Interest Rate and Currency Fluctuations  
 

There is an exposure to fluctuations in interest rates and currency exchange rates under its borrowings. 
Through the use of certain financial instruments during the financial year ended January 31, 2007, US$36 
million of the US$65 million Senior Notes were effectively converted from fixed interest rate debt to 
floating interest rate debt and US$43 million of the Senior Notes were maintained in US dollar obligations 
to hedge NWC’s investment in AC. Increases in interest rates would increase the cost of borrowing. 
Interest rate and exchange rate fluctuations are beyond the Company’s control and there can be no 
assurance that such fluctuations will not have a material effect on business, financial condition and results 
of operations. 
 

Income Taxes 
 

The Fund and its subsidiaries and affiliates have complex corporate structures and financing 
arrangements.  Provisions for income taxes and filings are based on assumptions that management and 
its tax advisors believe are appropriate but can be subject to review and challenge by tax authorities in 
Canada and the United States.  Tax audits can be completed for periods of up to six years after the filing 
of returns. The tax provisions and assumptions may not be adequate if the tax authorities disagree with 
the positions taken by the Fund and subsidiaries and affiliates and could result in reassessments of prior 
years which could have a material adverse effect on the business and consequently the Fund’s, financial 
condition and results of operations.  Also see “Risks Relating to the Units – Income Tax Matters” above. 
 

Risks of Refinancing 
 

The Senior Notes, have been issued in an aggregate principal amount of US$65 million, with 20% 
repayable June 15, 2007 and June 15, 2008 and the balance due on June 15, 2009.  In addition, the 
operating lines of credit are renewed annually.  There can be no assurance that the NWC will be able to 
refinance such borrowings on favourable terms or at all. Cash flow from operations and unutilized credit 
available on existing credit facilities are expected to be sufficient to fund operating requirements, 
sustaining and growth-related capital expenditures, a long-term debt repayment due June 15, 2007 as 
well as all distributions for the year.  To the extent that NWC is not able refinance its borrowings, it may 
impact our ability to fund operating requirements, make capital expenditures and pay distributions.   
 

Management of Inventory 
 

Success in the retail industry is dependent upon the ability to manage inventories of merchandise in 
proportion to the demand for such merchandise.  A miscalculation of consumer demand for its products 
could result in having excess inventory for some products and missed sales opportunities for others. 
Weak sales and resulting markdowns and/or write-offs could impair profitability and have a material 
adverse effect on the business, financial condition and results of operations. 

 
Information Systems 
 
Information systems play an important role in the support of the core business processes, including 
merchandising, marketing and advertising, logistics, store operations, finance, human resources and store 
planning.  Significant investments have been made to implement a new point-of-sale computer system 
and enhancements to existing management information systems are being implemented. The ability to 
maintain and upgrade information systems capabilities and to maximize the benefits from corresponding 
process changes will be important to future business, financial condition and results of operations. 
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Dependence on Key Facilities 
 
There are two major distribution centres, one in Winnipeg and one in Anchorage.  A serious disruption at 
either of these facilities or those of any of the corporate alliance partners due to fire, tornado or otherwise 
could have a material adverse effect on business, financial condition and results of operations. 

 
Leases 
 
NWCLP and AC own, directly or indirectly, the land and buildings associated with 133 stores. The 
remaining stores are generally held under long-term leases.  The long-term nature of the leases may limit 
the ability to respond in a timely manner to changes in the demographic or retail environment at any 
location.   

 
Crude Oil and Other Energy Prices 
 

Due to the vast geography of the store network, transportation is an important element of operations.  The 
majority of stores are inaccessible by all-weather roads and the balance is relatively distant from major 
transportation corridors.  As a result, stores are serviced by all available modes of transportation including 
sealift, barge, trucks including via winter roads, rail and air. In addition, heating costs comprise a relatively 
significant portion of the general overhead costs.  An increase in the price of crude oil and other energy 
prices would increase the cost of supplying and heating the stores.  If these increased costs cannot be 
passed along to customers, such increases may have an adverse effect on business, financial condition 
and results of operations. 

 
 

MARKET FOR SECURITIES 
 
 

On September 20, 2006, the Fund’s units were split on a three-for-one basis whereby unitholders 
received two additional units for each unit held on the record date.   
 
Units of the Fund are listed on The Toronto Stock Exchange, under the trading symbol NWF.UN. The 
following table shows the trading prices and the trading volume of units by month for the year. All trading 
price values have been adjusted to reflect the three-for-one unit split. Volumes are the actual volumes of 
units traded. 
 
 

2006 Trading Price and Volume 
MONTH HIGH LOW VOLUME 

Feb-06 12.74 10.64 452,133 

Mar-06 13.57 12.00 717,534 

Apr-06 14.17 13.08 373,633 

May-06 13.91 12.65 443,186 

Jun-06 15.38 12.75             1,084,308 

Jul-06 15.96 14.79 833,051 

Aug-06 15.82 14.74 219,528 

Sep-06 18.50 14.82             1,578,237 

Oct-06 18.47 16.70             1,308,146 

Nov-06 16.85 12.25             2,584,469 

Dec-06 17.19 15.53             1,238,775 

Jan-07 16.75 14.08             2,333,699 
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TRUSTEES OF THE FUND 
 
The name, municipality of residence, position and principal occupation of the Trustees and officers of the 
Fund are as follows: 
 
 

Name and Municipality 
of Residence 

Trustee Since Position Held Principal Occupation 

Ian Sutherland 
Oro Medonte, Ontario 

1997 Trustee 
Chairman, The North West Company 
Inc. 

David G. Broadhurst 
(1)
 

Toronto, Ontario 
1997 Trustee 

President, Poynton Investments 
Limited 

Frank J. Coleman 
Corner Brook, 
Newfoundland and Labrador 

2005 Trustee 
President & Chief Executive Officer, 
Coleman Group of Companies 

Wendy F. Evans 
(1)
 

Toronto, Ontario 
2005 Trustee 

President, Evans and Company 
Consultants Inc. 

R.J. (Bob) Kennedy 
Winnipeg, Manitoba 

2005 Trustee 
Chief Executive Officer, 
WiBand Communications Corp. 

Gary J. Lukassen 
(1)
 

Mississauga, Ontario 
2005 Trustee Corporate Director 

Keith G. Martell 
(1) 

Saskatoon, Saskatchewan 
2005 Trustee 

Chairman, First Nations Bank of 
Canada 

James G. Oborne 
(1)
 

Winnipeg, Manitoba 

2005 Trustee Chairman, Westgate Capital 
Management Corp. 

H. Sanford (Sandy) Riley 
Winnipeg, Manitoba 

2005 Trustee 
President & Chief Executive Officer, 
Richardson Financial Group Limited 

Edward S. Kennedy 
Winnipeg, Manitoba 

2005 Trustee  
President & Chief Executive Officer of 
the Company 

 
(1)
 Member of Audit Committee 

 
 
DIRECTORS AND OFFICERS OF THE NORTH WEST COMPANY INC. 
 
The name, municipality of residence, position and principal occupation of each of the Directors and 
officers of NWC as at April 20, 2007 are as follows:  
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Directors 
 

Name and Principal Occupation  Committees 
Municipality 
of Residence 

       Director 
      Since 

David G. Broadhurst 
President, Poynton Investments Limited 

      3 Toronto, Ontario 2005 

Frank J. Coleman 
President & Chief Executive Officer, 
Coleman Group of Companies  

      2,3 
Corner Brook, 
Newfoundland 

1999 

Wendy F. Evans 
President, Evans and Company 
Consultants Inc. 

 
     2 Toronto, Ontario 2005 

R.J. (Bob) Kennedy 
Chief Executive Officer, 
WiBand Communications Corp. 

 
     1,2 Winnipeg, Manitoba 2003 

Edward S. Kennedy,*  
President & Chief Executive Officer,  
The North West Company Inc. 

     - Winnipeg, Manitoba 1996 

Gary J. Lukassen  
Corporate Director  

     2 Mississauga, Ontario 1987 

Keith G. Martell 
Chairman, First Nations Bank of  Canada 

     1 
Saskatoon, 

Saskatchewan 
2000 

James G. Oborne  
Chairman, Westgate Capital 
Management Corporation  

     3 Winnipeg, Manitoba 1987 

H. Sanford (Sandy) Riley  
President & Chief Executive Officer, 
Richardson Financial Group Limited 

     1,2 Winnipeg, Manitoba 2003 

Ian Sutherland * 
Chairman,  
The North West Company Inc. 

     - Oro Medonte, Ontario 1978 

 
1     Member of the Corporate Governance and Nominating Committee 
2     Member of the Human Resources and Compensation Committee 
3     Member of the Pension Committee 

*     The Chairman of the Board and President & Chief Executive Officer attend all board 
       meetings in an ex officio capacity. 

  

Cease Trade Orders, Bankruptcies, Penalties or Sanctions 
 

The following Directors of the Company have made the following declarations. 
 

Mr. James G. Oborne was a Director and founding member along with five others of Futureview 
Inc. that went public in January 2001 on the Winnipeg Stock Exchange using its Keystone 
Company program and subsequently became listed on the TSX Venture Exchange. The shares 
were suspended from trading in 2003 due to the Company’s failure to complete a required 
qualifying transaction as required by TSX Venture Exchange policy. The company was wound up 
in April 2004 after the external public shareholders had been returned 100 percent of their original 
investment and all corporate liabilities have been paid.  
 
Mr. James G. Oborne was a Director of Jazz Golf Equipment Inc. from prior to it becoming a 
reporting issuer until October 6, 2006, at which time he resigned due to a disagreement as to 
corporate strategy being directed by the major shareholder’s director appointees.  On October 27, 
2006, the Board via press release, announced approval of the sale of assets to a subsidiary of 
Ensis Growth Fund Inc., the largest shareholder of Jazz under the Bankruptcy and Insolvency 
Act, subsequently Court approved on November 22, 2006.  The shares ceased trading on 
January 5, 2007. 
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Mr. Gary J. Lukassen was a Director of Stelco Inc. from June 2002 until March 31, 2006. On 
January 29, 2004 Stelco Inc. filed for and was granted Court protection under the Companies' 
Creditors Arrangement Act ("CCAA"). Stelco Inc. emerged from Court protection under the CCAA 
on March 31, 2006. 
 

Mr. R.J. (Bob) Kennedy was a Director and officer of WiBand Corporation. In Dec 2001 WiBand 
Communications Corp. was sold to OA Group Inc. an issuer on the TSX Venter Exchange. 
Shares were exchanged and the shareholders of WiBand Communications Corp. received shares 
in OA Group Inc. As a condition of the share exchange, Mr. Kennedy was to be included on the 
management slate of the Board of Directors of OA Group Inc. He was elected to the OA Group 
Inc. Board on June 20, 2002. Upon seeing the financial condition of OA Group Inc. Mr Kennedy 
resigned on July 8, 2002. OA Group Inc. went into receivership on July 15, 2002. Mr. Kennedy 
bought certain assets from the receiver and continues the business under the WiBand name. 
 

Mr. R. J. (Bob) Kennedy was a Director of Jazz Golf Equipment Inc.  In 2006, Jazz Golf 
Equipment Inc., a company listed on the TSX Venture Exchange filed a proposal under the 
Bankruptcy Act to sell its assets to Ensis Corporation to become a private company.  Under the 
proposal, all creditors were to be satisfied.  Mr. Kennedy resigned on November 22, 2006 from 
the Board.  Jazz Golf Equipment Inc. was de-listed from the TSX Venture Exchange. 

 

The information set forth above and the information concerning the number of units beneficially owned or 
over which control or direction is exercised, not being within the direct knowledge of management of the 
Fund, has been provided to the Fund by the persons referenced in the preceding paragraphs. 
 

Officers 
 

Name and Principal Occupation 
 
Municipality of Residence 

 
Officer Since 

Ian Sutherland, Chairman of the Board Oro Medonte, Ontario  1978 

Edward S. Kennedy, President &  
Chief Executive Officer 

Winnipeg, Manitoba 1989 

Léo P. Charrière, Executive Vice-President & 
Chief Financial Officer 

Winnipeg, Manitoba 2003 

John D. King, Vice-President, Finance & 
Secretary 

Winnipeg, Manitoba 2006 

Kenneth M. Claudel, Vice-President,  
Logistics & Supply Chain Services 

Winnipeg, Manitoba 2002 

Gerald L. Mauthe, Vice-President,  
Information Services 

Ste. Adolphe, Manitoba 2005 

Scott A. McKay, Vice-President & General 
Manager, Giant Tiger, West 

Winnipeg, Manitoba 2004 

Karen J. Milani, Vice-President,  
Human Resources 

Winnipeg, Manitoba 2000 

Russell J. Zwanka, Executive Vice-President, 
Procurement & Marketing 

Winnipeg, Manitoba 2005 

Michael W. McMullen, Executive Vice-President, 
Northern Canada Retail 

La Salle, Manitoba 2007 

 
All of the Trustees of the Fund and all of the Directors and officers of NWC have held their present 
positions or other executive positions with the same or associated firms or organizations during the past 
five (5) years, except as follows:  
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H. Sanford (Sandy) Riley has been President & Chief Executive Officer of Richardson Financial 
Group Limited since 2002; Chairman of Investors Group Inc. from 2001 to 2002; President and 
C.E.O. of Investors Group Inc. from 1992 to 2001.  Chancellor of the University of Winnipeg; 
Chairman, University of Winnipeg Foundation.  Director, Molson Coors Brewing Company and 
James Richardson & Sons affiliated companies.  NWC Director since 2003. 

 
Léo P. Charrière became Executive Vice-President, Chief Financial Officer and Secretary 
effective May 29, 2003.  Prior to this appointment Léo was President and CEO of TruServ 
Canada Cooperative Inc., a distributor of general merchandise in Winnipeg. In June 2006 his title 
was changed to Executive Vice-President & Chief Financial Officer. 

  
Kenneth M. Claudel became Vice-President, Logistics and Supply Chain Services effective 
October 15, 2002. Ken previously held the position of Director, Retail Service Centre and 
Northcan, responsible for Winnipeg based distribution Centre operations. 

 
Scott A. McKay became Vice-President and General Manager, Giant Tiger, West Store Division 
on October 19th, 2004. Prior to this appointment Scott was the General Manager of Plug-Ins 
Electronix a Dubai based electronics retailer in the Middle East. His previous background includes 
Vice President of Retail Operations with Intrawest Retail Group in Golden Colorado and General 
Manager, Western Canada with Toys R Us Canada. 

 
Gerald L. Mauthe joined NWC on March 21, 2005 as Vice-President of Information Services. Prior 
to this appointment Gerry was the Director / CIO of the Information Technology Group of TruServ 
Canada Cooperative Inc., a distributor of general merchandise in Winnipeg. His previous 
background includes various Senior Consultant and Project Manager positions. 

 
Russell J. Zwanka joined NWC on August 8, 2005 as Executive Vice-President, Food 
Procurement and Wholesale. Prior to this appointment, Russell was Vice President of 
Merchandising for Bozzuto’s, a $1.5B Wholesaler/ Retailer located in Cheshire, CT. His previous 
background includes senior roles in Merchandising Planning, C-Stores, Procurement, and 
Category Management. In June 2006 his title was changed to Executive Vice-President, 
Procurement & Marketing. 
 
John D. King was appointed to the position of Vice-President, Finance & Secretary on June 19, 
2006. Prior to this appointment, John held the positions of Director of Finance and Stores 
Controller. He joined NWC in 1994. 
 
Michael W. McMullen joined NWC on February 5, 2007 as Executive Vice-President, Northern 
Canada Retail.  Prior to this appointment, Michael was President & CEO of Warehouse One, The 
Jean Store, national denim and casual wear chain based in Winnipeg, MB.  His previous 
background includes Vice-President, Retail of Palliser Rooms, as well as a 15 year career with 
IKEA North America in the U.S. and Canada.  Prior to joining IKEA Michael taught Business 
Policy and Organization Behavior at Wilfred Laurier University. 

 
The term of office of each of the Trustees and the Directors expires at the next Annual Meeting of the 
Fund. 
 
Trustees and officers of the Fund and Directors and officers of the Company as a group beneficially own, 
directly or indirectly, or exercise control or direction over 2,531,437 units or 5.2% of the outstanding units 
of the Fund as of the date of this report.   
 
Audit Committee Information 
 
The Audit Committee Charter as approved by the Board of Trustees on December 7, 2006 is included in 
Appendix A. All members of the Audit Committee are independent and financially literate within the 
meaning of National Instrument 52-110 Audit Committees and have the education and experience as 
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shown below which is relevant to their roles as Audit Committee Members. External audit service fees are 
provided below. 
 
Audit Committee Members 
 
Name and Principal Occupation Municipality of Residence Director Since 

Gary J. Lukassen, Committee Chair  Mississauga, Ontario 1987 

David G. Broadhurst Toronto, Ontario 2005 

Wendy F. Evans Toronto, Ontario 2005 
Keith G. Martell  Saskatoon, Saskatchewan 2000 
James G. Oborne  Winnipeg, Manitoba 1987 

 
The following is a summary of the education and experience of the members of the Audit Committee that 
is relevant to the performance of responsibilities as an Audit Committee member. 
 
Gary J. Lukassen, CA retired as Executive Vice-President and Chief Financial Officer, The Hudson's Bay 
Company in March 2001. He is currently a Director and the Chair of the Audit Committee of both Abitibi 
Consolidated Inc. and of Spinrite Income Fund. 
 
David G. Broadhurst is President of Poynton Investments Limited.  He was President and C.O.O. of 
Reeve Court Insurance Limited (Bermuda) from 1998 to 2001; Investment Banker with First Marathon 
Securities Limited from 1996 to 1998. Previously he spent his entire career with PriceWaterhouse Canada 
retiring in 1996 as the Senior Tax Partner. Director, and the Chair of the Audit Committee of MCAN 
Mortgage Corporation and Trustee of Arriscraft International Income Fund. 
 
Keith G. Martell, CA is the Chairman of the First Nations Bank of Canada since 1997; Executive Director 
of Finance of the Federation of Saskatchewan Indian Nations from 1994 to 1997; Chartered Accountant 
with KPMG from 1985 to 1994.  Director, Public Sector Pension Investment Board of Canada, Flying Dust 
First Nation TLE Trust and Primrose Lake Settlement Trust. 
 
James G. Oborne, B.A. has 26 years experience as an investment dealer working in research, corporate 
finance, sales and branch management with two national firms and is the Chairman of the Westgate 
Capital Group and Managing Partner of the Vision Capital Fund LP since 1990.  Chairman, Institute of 
Classical Homeopathy Inc., the University of Winnipeg Pension Committee.  Mr. Oborne is a member of 
four other audit committees, two of which he chairs. 
 

Wendy F. Evans is President of Evans and Company Consultants Inc. In 1987 she formed Evans and 
Company Consultants Inc., which provides marketing, financial and management services, and research 
to a variety of clients largely within the retail, government and wholesale sectors. Ms. Evans has taught 
retail marketing, is an Adjunct Professor in the School of Retail Management at Ryerson University and is 
a Research Associate with the Centre for the Study of Commercial Activity. She led the retail portion of 
the “Doing Business in the United States” research program at the National Centre for Management 
Research and Development dealing with issues of cross border retailing between Canada, the U.S. and 
Mexico. 
 

External Audit Service Fees 
 

Fees paid to the external auditors in the past two years with respect to services provided to the Fund and 
the Company were: 
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 2006 2005 

Audit fees $337,808 $283,882 

Audit related fees 
(1)
 12,297 12,297 

Tax fees 
(2)
 257,825 253,342 

Other fees 
(3)
 11,962 19,441 

   
Total $619,892 $568,962 

    

      
(1)
  Audit related fees include store audit procedures, review of procedures for the Fund, and  

 confirmation of compliance with senior debt covenants.  
 

(2)
  Quarterly tax compliance services and tax planning advice. 

 
(3)
  2006 Canadian Public Accountability Board fees and advice on the reorganization of the Fund.  

 2005 CEO and CFO Certification advice and Canadian Public Accountability Board fees.  
 
 

AUDITORS 
 
The Auditors of the Fund is PricewaterhouseCoopers LLP, Richardson Building, One Lombard Place, 
Winnipeg, Manitoba, R3B 0X6 

 
 

TRANSFER AGENT AND REGISTRAR 
 
The transfer agent and registrar for the Fund is CIBC Mellon Trust Company, 600 Dome Tower, 6th Floor,  
33-7th Ave. S. W., Calgary, Alberta T2P 2Z1 
 

 
ADDITIONAL INFORMATION 

 
The Fund will provide to any persons, upon request to the Executive Vice-President, Chief Financial 
Officer or the Vice-President of Finance and Secretary of the Fund, Gibraltar House, 77 Main Street, 
Winnipeg, Manitoba, R3C 2R1, when the securities of the Fund are in the course of a distribution pursuant 
to a short form prospectus or a preliminary short form prospectus has been filed in respect of a distribution 
of the Fund’s securities, the following: 
 
(i) one copy of the most recent Annual Information Form of the Fund, together with one copy of any 

document or the pertinent pages of any document, incorporated by reference into such Annual 
Information Form; 

 
(ii) one copy of the comparative financial statements of the Fund for its most recently completed 

financial year together with the accompanying report of the auditor and one copy of any interim 
financial statements of the Fund subsequent to the financial statements for its most recently 
completed financial year; 

 
(iii) one copy of the Information Circular of the Fund in respect of its most recent annual meeting of 

unitholders that involved the election of Trustees of the Fund and Directors of the Company, or 
one copy of any annual filing prepared in lieu of that Information Circular, as appropriate;  

 
(iv) one copy of any other documents that are incorporated by reference into the preliminary short 

form prospectus or the short form prospectus and are not required to be provided under 
paragraphs (i), (ii) or (iii) above; and 
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(v) Additional information can be found on SEDAR at www.sedar.com or on the Company’s website 

at www.northwest.ca. 
 
At any other time, one copy of the above documents referred to in paragraphs (i), (ii), (iii) and (iv) shall be 
provided upon request by the Executive Vice-President, Chief Financial Officer or the Vice-President of 
Finance and Secretary of the Fund, Gibraltar House, 77 Main Street, Winnipeg, Manitoba, R3C 2R1, 
provided that the Fund may require the payment of a reasonable charge if the request is made by a 
person who is not a security holder of the Fund. 
 
Additional information including Trustees’, Directors’ and officers’ remuneration and indebtedness, 
principal holders of the Fund’s securities, options to purchase securities and interests of insiders in 
material transactions, where applicable, is contained in the Fund’s Information Circular for its most recent 
annual meeting of unitholders that involved the election of Trustees and additional financial information is 
provided in the Company’s comparative financial statements for its most recently completed financial 
year. 
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1. Introduction 
  
The Audit Committee will assist the Board of Trustees (the Trustees) in fulfilling their oversight 
responsibilities. The Audit Committee will review the integrity of the financial reporting process, the 
system of internal control and the management of financial risks, the audit process, and the Fund’s 
process for monitoring compliance with laws and regulations and its own code of business conduct.  In 
performing its duties, the committee will maintain effective working relationships with the Trustees,    
management, and the internal and external auditors. To perform his or her role effectively, each 
committee member will obtain an understanding of the detailed responsibilities of committee membership 
as well as the company’s business, operations, and risks. 
 
2. Reporting   
 
The committee shall report to the Board of Trustees of the North West Company Fund. 
 
3. Composition 
  
The Audit Committee will consist of at least three and no more than six members of the Board of 
Trustees. The Board of Trustees will appoint committee members and the committee Chair. Each 
committee member will be both independent and financially literate and at least one member shall have 
accounting or related financial expertise. For this purpose “financial literacy” means the ability to read and 
understand a balance sheet, an income statement and a cash flow statement at the level of complexity of 
the Company and “accounting or related financial expertise” means the ability to analyze and interpret a 
full set of financial statements, including the notes attached thereto, in accordance with Canadian 
generally accepted accounting principles.  
 
4. Appointment  
 
Members of the committee shall be appointed at the meeting of the Trustees immediately following the 
Annual Meeting of Unitholders and shall hold office until the Annual Meeting in the following year, 
provided that any member may be removed or replaced at any time by the Trustees and shall in any 
event cease to be a member of the committee upon ceasing to be a Trustee. 
 
5. Vacancies  
 
Where a vacancy occurs at any time in the membership of the committee, it may be filled by the Trustees. 
 
6. Chairman  
 
The Trustees shall designate one of the members of the committee to be Chairman. 
 
If the Chairman of the committee is not present at any meetings of the committee, one of the other 
members of the committee present at the meeting shall be chosen by the committee to preside. 
 
The Chairman presiding at any meeting shall have a casting vote. 
 
The responsibilities of the Chairman include: 

(i) chairs meetings of the committee and ensures that the committee meets on a regular 
basis 

(ii) provides leadership to enhance the effectiveness of the committee 
(iii) sets with management the agenda for the meetings 
(iv) ensures that the committee has access to timely and relevant information and resources 

to support its mandate  
(v) ensures that the committee fulfills it mandate, and 
(vi) acts as liaison between the committee and the Board and the committee and 

management. 
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7. Meetings  
 
The committee will meet at least four times a year, with authority to convene additional meetings, as 
circumstances require. All committee members are expected to attend each meeting, in person or via 
conference call. The committee will invite members of management, auditors or others to attend meetings 
and provide pertinent information, as necessary. It will hold private meetings with internal and external 
auditors and executive sessions. Meeting agendas will be prepared and provided in advance to members, 
along with appropriate briefing materials. Minutes of the committee meetings will be prepared. 
 
8. Secretary  
 
The committee shall appoint a Secretary who need not be a member of the committee. 
 
9. Notice of Meeting  
 
Notice of the time and place of every meeting shall be given in writing, email or facsimile to each member 
of the committee at least seven days prior to the time fixed for such Meeting. 
 
In addition to being given to the members, notice of meeting shall also be given to the Chairman of the 
Board, the President & CEO, the CFO, the external auditors and the internal auditor. 
 
A member may in any manner waive notice of a meeting.  Attendance of member at any meeting shall 
constitute waiver of notice. 
 
10. Quorum  
 
A majority of the committee, present in person or by telephone, shall constitute a quorum. 
 
11. Attendance  
 
The President & CEO, the CFO, the external auditors and the internal auditor shall, in normal 
circumstances, be expected to attend. 
 
The committee may, by specific invitation, have other resource persons in attendance. 
 
The committee shall have the right to determine who shall and who shall not be present at any time 
during a meeting of the Committee.  It is expected that the committee will meet with the external auditors 
at least once each year without the presence of management. 
 
12. Decisions  
 
All decisions of the committee shall be made by a majority vote of the representatives at the meeting in 
which such vote is taken; provided, however that where the majority of representatives consent to a 
decision in writing, in lieu of a meeting, such written decision shall be of the same force and effect as if a 
majority vote was taken at a meeting of the committee. 
 
13. Minutes  
 
Minutes of committee meetings shall be sent to all Trustees. 
 
14. Authority  
 
The Audit Committee has authority to conduct or authorize investigations into any matters within its scope 
of responsibility. It is empowered to: 
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(a) Recommend the appointment, compensation, and oversee the work of the external 
auditors.  

 
(b) Resolve any disagreements between management and the auditor regarding financial 

reporting. 
 

(c) Set a policy that establishes appropriate guidelines for approval of non-audit services to 
be provided by external auditors. 

 
(d) If necessary, retain independent counsel, accountants, or others to advise the committee 

or assist in the conduct of an investigation. 
 

(e) Seek any information it requires from employees—all of whom are directed to cooperate 
with the committee's requests—or external parties.  

 
(f) Meet with company officers, external auditors, or outside counsel, as necessary.  

 
15. Responsibilities  
 

The committee will carry out the following responsibilities: 
 

(a) Financial Statements 
 

• Review significant accounting and reporting issues, including complex or unusual 
transactions and highly judgmental areas, tax liabilities and issues, recent professional 
and regulatory pronouncements, and understand their impact on the financial statements. 

 
• Review with management and the external auditors the results of the audit, including any 

difficulties encountered. 
 

• Review the annual audited financial statements, and consider whether they are accurate, 
complete, represent fairly the Fund’s and its subsidiaries’ financial position and 
performance and are in accordance with GAAP and recommend approval of the financial 
statements to the Board of Trustees.   

 
• Review other sections of the annual report, related regulatory filings and earnings press 

releases before release and consider the accuracy and completeness of the information. 
 

• Review with management and the external auditors all matters required to be 
communicated to the committee under generally accepted auditing standards. 

 
• Understand how management develops interim financial information, and the nature and 

extent of internal and external auditor involvement. 
 

• Review interim financial reports with management and the external auditors prior to their 
release, and consider whether they are complete and consistent with the information 
known to committee members. 

 
(b) Internal Control 

 
• Consider the effectiveness of the Fund’s and its Subsidiaries’ internal control systems, 

including information technology security and control. 
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• Understand the scope of internal and external auditor’s review of internal control over 
financial reporting, and obtain reports on significant findings and recommendations, 
together with management's responses. 

 
 (c)  Internal Audit 
 

• Review with management and the Manager, Internal Audit, the mandate, plans, activities, 
staffing, and organizational structure of the internal audit function. 

 
• Ensure that the internal audit function is structured in a manner that achieves 

independence. 
 

• Review and concur in the appointment, replacement, or dismissal of the Manager, 
Internal Audit. 

 
• Review the performance and effectiveness of the internal audit function. 

 
• On a regular basis, meet separately with the Manager, Internal Audit to discuss any 

matters that the committee or internal audit believes should be discussed privately. 
 
 (d) External Audit 
 

• Review the external auditors' proposed audit scope and approach, including coordination 
of audit effort with internal audit. 

 
• Review the external auditors’ qualifications, performance and the firm’s internal quality 

control procedures, and exercise final approval on the appointment or discharge of the 
auditors. 

 
• Review with the external auditors the quality of the Fund’s and its subsidiaries’ 

accounting policies. 
 

• Approve the external audit fee. 
 

• Review and confirm the independence of the external auditors by obtaining statements 
from the auditors on relationships between the auditors and the company, including non-
audit services, and discussing the relationships with the auditors. 

 
• Review any unadjusted errors in the financial statements. 

 
• On a regular basis, meet separately with the external auditors to discuss any matters that 

the committee or auditors believe should be discussed privately. 
 

• Review with the external auditors Report to Unitholders and letters to management on 
deficiencies in internal control and other matters of concern and management’s response 
thereto. 

 
• Set clear hiring policies for employees or former employees of the external auditors. 

 
• Pre-approve any non-audit services to be performed by the external auditor and set a fee 

budget for such services. 
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 (e) Compliance 
 

• Review the effectiveness of the system for monitoring compliance with laws and 
regulations and the results of management's investigation and follow-up (including 
disciplinary action) of any instances of noncompliance. 

 
• Review the findings of any examinations by regulatory agencies, and any auditor 

observations. 
 

• Review the process for communicating the code of conduct to company personnel, and 
for monitoring compliance therewith. 

 
• Obtain regular updates from management and company legal counsel regarding 

compliance matters. 
 

• Reviewing all incidents of fraud, illegal acts and conflict of interest. 
 
(f) Reporting Responsibilities 

 
• Regularly report to the Board of Trustees about committee activities, issues, and related 

recommendations. 
 

• Provide an open avenue of communication between internal audit, the external auditors, 
and the Board of Trustees. 

 
• Report annually to the unitholders, describing the committee's composition, 

responsibilities and how they were discharged, and any other information required by 
rule, including approval of non-audit services. 

 
• Review any other reports the Fund issues that relate to committee responsibilities. 

 
• Review annually the Fund’s policy on public disclosures. 

 
 (g) Other Responsibilities 
 

• Perform other activities related to this mandate as requested by the Board of Trustees. 
 

• Institute and oversee special investigations as needed. 
 

• Review and assess the adequacy of the committee mandate annually, requesting Board 
approval for proposed changes, and ensure appropriate disclosure as may be required 
by law or regulation. 

 

• Confirm annually that all responsibilities outlined in this mandate have been carried out. 
 

• Review annual assessment done by Governance Committee to determine how effectively 
the Audit committee is meeting its responsibilities. 

 

• Review annually the Fund’s and its subsidiaries’ insurance program. 
 

• Review and approve the procedures for the receipt, retention and treatment of complaints 
received by the Company or Fund regarding accounting, internal controls or auditing 
matters, including procedures for employees’ confidential anonymous submissions.  
Ensure that all such complaints are presented to the committee. 

 
• Review process followed in CEO/CFO certification of financial statements. 


