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Management’s Responsibility for Financial Statements

The management of The North West Company Inc. are 
responsible for the preparation, presentation and integrity of the 
accompanying consolidated financial statements and all other 
information in this annual financial report. The consolidated 
financial statements have been prepared by management in 
accordance with International Financial Reporting Standards 
as issued by the International Accounting Standards Board and 
include certain amounts that are based on the best estimates 
and judgment by management. 

In order to meet its responsibility and ensure integrity of 
financial information, management has established a code of 
business ethics, and maintains appropriate internal controls and 
accounting systems. An internal audit function is maintained 
that is designed to provide reasonable assurance that assets are 
safeguarded, transactions are authorized and recorded and that 
the financial records are reliable. 

Ultimate responsibility for financial reporting to shareholders 
rests with the Board of Directors. The Audit Committee of 
the Board of Directors, consisting of independent Directors, 
meets periodically with management and with the internal and 
external auditors to review the audit results, internal controls 
and accounting policies.  Internal and external auditors have 
unlimited access to the Audit Committee. The Audit Committee 
meets separately with management and the external auditors to 
review the financial statements and other contents of the annual 
report and recommend approval by the Board of Directors. The 
Audit Committee also recommends the independent auditor for 
appointment by the shareholders. 

PricewaterhouseCoopers LLP, an independent firm of 
auditors appointed by the shareholders, have completed their 
audit and submitted their report as follows.

Edward S. Kennedy
PRESIDENT & CEO

THE NORTH WEST COMPANY INC.

John D. King
CHIEF FINANCIAL OFFICER

THE NORTH WEST COMPANY INC.

APRIL 9, 2012

Independent Auditor’s Report

To the Shareholders of The North West Company Inc.:
We have audited the accompanying consolidated 

financial statements of The North West Company Inc. and its 
subsidiaries, which comprise the consolidated balance sheets 
as at January 31, 2012, January 31, 2011 and February 1, 2010 
and the consolidated statements of earnings, comprehensive 
income, changes in shareholders’ equity and cash flows for 
the years ended January 31, 2012 and January 31, 2011, and 
the related notes, which comprise a summary of significant 
accounting policies and other explanatory information.

Management’s responsibility for the consolidated financial 
statements

Management is responsible for the preparation and fair 
presentation of these consolidated financial statements in 
accordance with International Financial Reporting Standards, 
and for such internal control as management determines is 
necessary to enable the preparation of consolidated financial 
statements that are free from material misstatement, whether 
due to fraud or error.

Auditor’s responsibility
Our responsibility is to express an opinion on these 

consolidated financial statements based on our audits. We 
conducted our audits in accordance with Canadian generally 
accepted auditing standards. Those standards require that we 
comply with ethical requirements and plan and perform the audit 
to obtain reasonable assurance about whether the consolidated 
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit 
evidence about the amounts and disclosures in the consolidated 
financial statements. The procedures selected depend on the 
auditor’s judgment, including the assessment of the risks of 
material misstatement of the consolidated financial statements, 
whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the consolidated financial 
statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal 
control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the 
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained in our 
audits is sufficient and appropriate to provide a basis for our 
audit opinion.

Opinion
In our opinion, the consolidated financial statements present 

fairly, in all material respects, the financial position of The 
North West Company Inc. and its subsidiaries as at January 31, 
2012, January 31, 2011 and February 1, 2010 and their financial 
performance and their cash flows for the years ended January 
31, 2012 and January 31, 2011 in accordance with International 
Financial Reporting Standards.

CHARTERED ACCOUNTANTS

WINNIPEG, CANADA

APRIL 9, 2012
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Consolidated Balance Sheets
($ in thousands) January 31, 2012 January 31, 2011 February 1, 2010 

CURRENT ASSETS
 Cash $ 26,984 $ 31,231  $ 27,278

 Accounts receivable (Note 5)  76,539  70,180  71,767

 Inventories (Note 6)  186,124  177,019   177,877

 Prepaid expenses  6,189  6,359  4,786

   295,836  284,789  281,708

NON-CURRENT ASSETS
 Property and equipment (Note 7)  270,370  259,583  262,027

 Goodwill (Note 8)  26,319  26,241  28,593

 Intangible assets (Note 8)  14,620  17,147  18,332

 Deferred tax assets (Note 9)  7,422  17,017  26,747

 Other assets (Note 10)  12,350  11,811  11,113

   331,081  331,799   346,812

TOTAL ASSETS $ 626,917 $ 616,588  $ 628,520

CURRENT LIABILITIES
 Accounts payable and accrued liabilities $ 122,349 $ 116,773 $ 113,407

 Current portion of long-term debt (Note 11)  629  68,257  56,651

 Income tax payable (Note 9)  5,024  347  1,888

   128,002  185,377   171,946

NON-CURRENT LIABILITIES  
 Long-term debt (Note 11)  175,263  124,339  152,519

 Provisions  4,016  3,784  3,616

 Defined benefit plan obligation (Note 12)  27,616  9,000  10,957

 Deferred tax liabilities (Note 9)  2,440  2,587  1,521

 Other long-term liabilities  5,871  5,026  6,408

   215,206  144,736  175,021

TOTAL LIABILITIES  343,208  330,113   346,967

ShAREhOLdERS’  EqUITy
 Share capital (Note 15)  165,133  165,133  165,133

 Unit Purchase Loan Plan (Note 13)  -  -  (6,428)

 Contributed surplus  3,180  2,491  1,569

 Retained earnings  115,991  119,739  121,279

 Accumulated other comprehensive income  (595)  (888)  - 

TOTAL EqUITy   283,709  286,475  281,553

TOTAL LIABILITIES & EqUITy  $ 626,917 $ 616,588 $ 628,520

See accompanying notes to consolidated financial statements, including Note 24 which reconciles amounts previously reported under Canadian generally 

accepted accounting principles (Canadian GAAP) to International Financial Reporting Standards (IFRS)

Approved on behalf of the Board of Directors

“Gary J. Lukassen” “H. Sanford Riley”
DIRECTOR  DIRECTOR
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  year Ended  Year Ended
($ in thousands, except per share amounts) January 31, 2012  January 31, 2011

SALES  $ 1,495,136 $ 1,448,104

Cost of sales  (1,067,153)  (1,034,772)

Gross profit  427,983  413,332
   
Selling, operating and administrative expenses (Notes 16, 17)  (338,674)  (323,060)

Earnings from operations  89,309  90,272
 
Interest expense (Note 18)  (6,026)  (6,077)

Earnings before income taxes  83,283  84,195
 
Provision for income taxes (Note 9)  (25,322)  (14,539)

NET EARNINGS FOR ThE yEAR  $ 57,961 $ 69,656

NET EARNINGS PER ShARE (Note 20)  
Basic $ 1.20 $ 1.45

Diluted $ 1.19 $ 1.44

WEIGhTEd-AvERAGE NUMBER OF ShARES OUTSTANdING (000’S)
Basic  48,378  48,180

Diluted  48,525  48,512

See accompanying notes to consolidated financial statements, including Note 24 which reconciles amounts previously reported under Canadian GAAP to 
IFRS

Consolidated Statements of Earnings

Consolidated Statements of Comprehensive Income
  year Ended  Year Ended
($ in thousands) January 31, 2012  January 31, 2011

NET EARNINGS FOR ThE yEAR  $ 57,961  $ 69,656

Other comprehensive income/(expense):
 Exchange differences on translation of foreign controlled subsidiaries, net of tax  293  (888)

 Actuarial losses on defined benefit plans, net of tax (Note 12)  (15,266)   (1,046)

Total other comprehensive income, net of tax  (14,973)   (1,934)

COMPREhENSIvE INCOME FOR ThE yEAR  $ 42,988  $ 67,722

See accompanying notes to consolidated financial statements, including Note 24 which reconciles amounts previously reported under Canadian GAAP to 
IFRS
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   Share Unit Purchase Contributed Retained 
($ in thousands) Capital Loan Plan Surplus Earnings AOCI 

(1) Total

Balance at January 31, 2011 $ 165,133 $ - $ 2,491 $ 119,739 $ (888) $ 286,475

 Net earnings for the year  -  -  -  57,961  -  57,961

 Other comprehensive income  -  -  -  (15,266)  293  (14,973)
    

Comprehensive income  -  -  -  42,695  293  42,988

 Equity settled share-based payments  -  -  689  -  -  689

 Dividends (Note 19)  -  -  -  (46,443)  -  (46,443)

    -  -  689  (46,443)  -  (45,754)

Balance at January 31, 2012 $ 165,133 $ - $ 3,180 $ 115,991  (595)  283,709

Balance at February 1, 2010 $ 165,133 $ (6,428) $ 1,569 $ 121,279 $ - $ 281,553

 Net earnings for the year  -  -  -  69,656  -  69,656
 Other comprehensive income  -  -  -  (1,046)  (888)  (1,934)
   

Comprehensive income  -  -  -  68,610  (888)  67,722

 Equity settled share-based payments  -  -  922  -  -  922

 Distributions (Note 19)  -  -  -  (70,150)  -  (70,150)

 UPLP repayment  -  6,428  -  -  -  6,428

    -  6,428  922  (70,150)  -  (62,800)

Balance at January 31, 2011 $ 165,133 $ - $ 2,491 $ 119,739 $ (888) $ 286,475

(1) Accumulated Other Comprehensive Income

See accompanying notes to consolidated financial statements, including Note 24 which reconciles amounts previously reported under Canadian GAAP to 

IFRS

Consolidated Statements of Changes 
in Shareholders’ Equity
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   year Ended Year Ended
($ in thousands) January 31, 2012 January 31, 2011

CASh PROvIdEd By (USEd IN)
Operating Activities
 Net earnings for the year $ 57,961 $ 69,656

 Adjustments for:
  Amortization  36,572  35,492

  Provision for income taxes (Note 9)  25,322  14,539

  Interest expense (Note 18)  6,026  6,077

  Equity settled share option expense (Note 13)  689  733

  Taxes paid  (6,195)  (8,200)

  Amortization of deferred financing costs  227  217

  (Gain)/Loss on disposal of property and equipment  438  (110)
    
     121,040  118,404

  Change in non-cash working capital  (4,027)  613

 Change in other non-cash items  (2,355)  (4,453)

 Cash from operating activities  114,658  114,564

Investing Activities
 Purchase of property and equipment  (45,565)  (35,225)

 Proceeds from disposal of property and equipment  428  1,101

 Cash from investing activities  (45,137)  (34,124)

Financing Activities
 Decrease in long-term debt  (13,360)  (8,691)

 Repayment of long-term debt  (3,676)  -

 Dividends/distributions (Note 19)  (50,797)  (68,700)

 Repayments under Unit Purchase Loan Plan (Note 13)  -  6,428

 Interest paid  (5,935)  (5,524)

 
 Cash from financing activities  (73,768)  (76,487)

NET ChANGE IN CASh  (4,247)   3,953

 Cash, beginning of year  31,231  27,278

CASh, ENd OF yEAR $ 26,984  $ 31,231

See accompanying notes to consolidated financial statements, including Note 24 which reconciles amounts previously reported under Canadian GAAP to 
IFRS

Consolidated Statements of Cash Flows



GAAP and IFRS 1, First-Time Adoption of International 
Financial Reporting Standards has been applied.    
 An explanation of how the transition from Canadian 
GAAP to IFRS has affected the reported financial position, 
financial performance and cash flows of the Company is 
provided in Note 24.

(B) Basis of Measurement    The consolidated financial 
statements have been prepared on a going concern 
basis, under the historical cost convention, except for the 
following which are measured at fair value:

• Derivative financial instruments 
• Financial instruments designated at fair value 
• Liabilities for share-based payment plans 
• Defined benefit pension plan
 
The methods used to measure fair values are discussed 
further in the notes to these financial statements.

(C) Functional and Presentation Currency    The presentation 
currency of the consolidated financial statements is 
Canadian dollars, which is the Company’s functional 
currency. All financial information is presented in Canadian 
dollars, unless otherwise stated, and has been rounded to 
the nearest thousand.

3. SIGNIFICANT ACCOUNTING POLICIES 

The accounting policies set out below have been applied to all 
years presented in these consolidated financial statements, 
and have been applied consistently by both the Company 
and its subsidiaries using uniform accounting policies for like 
transactions and other events in similar circumstances.

(A) Basis of Consolidation    Subsidiaries are entities 
controlled, either directly or indirectly, by the Company.  
Control exists when the Company has the power to 
govern the financial and operating policies of an entity 
so as to obtain benefit from its activities and is generally 
accompanying a shareholding of more than 50%.  
Subsidiaries are fully consolidated from the date on which 
control is transferred to the Company until the date that 
control ceases.  

  Joint ventures are those entities over which the 
Company has joint control, established by contractual 
agreement.  The Company’s share of its joint ventures has 
been classified as a jointly controlled entity. Its results are 
included in the consolidated statements of earnings using 
the equity method of accounting. Joint ventures are carried 
in the consolidated balance sheets at cost plus post-
acquisition changes in the Company’s share of net assets of 
the entity, less any impairment in value.

  All significant inter-company amounts and 
transactions have been eliminated. 

(B) Business Combinations    Business combinations 
are accounted for using the acquisition method of 
accounting.  The consideration transferred is measured 
at the fair value of the assets given, equity instruments 
issued and liabilities assumed at the date of exchange.   

Notes to 
Consolidated 
Financial 
Statements 
($ IN ThOUSANdS, ExCEPT PER ShARE 
AMOUNTS) 
January 31, 2012 and 2011

1. ORGANIZATION

The North West Company Inc. (NWC or the Company) is 
a corporation amalgamated under the Canada Business 
Corporations Act (CBCA) and governed by the laws of Canada.  
The Company, through its subsidiaries, is a leading retailer of 
food and everyday products and services. The address of its 
registered office is 77 Main Street, Winnipeg, Manitoba.
 On January 1, 2011, North West Company Fund (NWF or 
the Fund) was reorganized by way of a plan of arrangement 
under section 192 of the CBCA into a corporation pursuant to an 
amended and restated arrangement agreement dated November 
29, 2010 between the Fund and various subsidiaries of the Fund 
(the Arrangement). The purpose of the Arrangement was to 
convert the Fund from an income trust into a publicly traded 
share corporation. Under the Arrangement, unitholders received 
one common share of the Company for each trust unit of the 
Fund that was held. In connection with the Arrangement, the 
Company assumed all of the covenants and obligations of the 
Fund.
 The Company is considered to be a continuation of the Fund 
following the continuity of interests method of accounting.  This 
method recognizes the Company as the successor entity to the 
Fund and accordingly, these consolidated financial statements 
reflect the financial position, financial performance and cash 
flows as if the Company had always carried on the business 
formerly carried on by the Fund. In these and future consolidated 
financial statements, the Company refers to common shares, 
shareholders and dividends which were formerly referred to as 
units, unitholders and distributions under the Fund.  
 These consolidated financial statements have been 
approved for issue by the Board of Directors of the Company on 
April 9, 2012.

2 . BASIS OF PREPAR ATION

(A) Statement of Compliance    These consolidated financial 
statements have been prepared in accordance with 
International Financial Reporting Standards (IFRS), as 
issued by the International Accounting Standards Board 
(IASB). These are the Company’s first annual consolidated 
financial statements prepared under IFRS as Canadian 
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Acquisition costs incurred are expensed and included 
in selling, operating and administrative expenses.  Any 
contingent consideration to be transferred by the acquirer 
will be recognized at fair value at the acquisition date.  
Subsequent changes to the fair value of the contingent 
consideration which is deemed to be an asset or liability 
will be recognized in accordance with International 
Accounting Standard (IAS) 39 either in net earnings or 
as a change to other comprehensive income (OCI).  If the 
contingent consideration is classified as equity, it will not 
be remeasured until it is finally settled within equity.

  Identifiable assets acquired, and liabilities and 
contingent liabilities assumed in a business combination, 
are measured initially at their fair values at the acquisition 
date irrespective of the extent of any non-controlling 
interest.  The excess of the cost of the acquisition over 
the fair value of the Company’s share of the identifiable 
net assets acquired is recorded as goodwill.  If the cost of 
acquisition is less than the fair value of the net assets of the 
subsidiary acquired, the difference is recognized directly in 
the consolidated statement of earnings.

(C) Revenue Recognition    Revenue on the sale of goods is 
recorded at the time the sale is made to the customer, 
being when the significant risks and rewards of ownership 
have transferred to the customer, recovery of the 
consideration is probable, and the amount of revenue 
can be measured reliably. Sales are presented net of tax, 
returns and discounts and are measured at the fair value of 
the consideration received or receivable from the customer 
for the products sold or services supplied. Service charges 
on customer account receivables are accrued each month 
on balances outstanding at each account’s billing date.

(d) Inventories    Inventories are valued at the lower of cost 
and net realizable value.  The cost of warehouse inventories 
is determined using the weighted-average cost method.  
The cost of retail inventories is determined primarily using 
the retail method of accounting for general merchandise 
inventories and the cost method of accounting for food 
inventories on a first-in, first-out basis. Cost includes the 
cost to purchase goods net of vendor allowances plus 
other costs incurred in bringing inventories to their present 
location and condition. Net realizable value is estimated 
based on the amount at which inventories are expected 
to be sold, taking into consideration fluctuations in retail 
prices due to seasonality.

  Inventories are written down to net realizable value if 
net realizable value declines below carrying amount. When 
circumstances that previously caused inventories to be 
written down below cost no longer exist or when there is 
clear evidence of an increase in selling price, the amount of 
the write-down previously recorded is reversed.  

(E) vendor Rebates    Consideration received from vendors 
related to the purchase of merchandise is recorded on an 
accrual basis as a reduction in the cost of the vendor’s 
products and reflected as a reduction of cost of sales and 
related inventory. 

(F) Property and Equipment    Property and equipment are 
stated at cost less accumulated amortization and any 
impairment losses. Cost includes any directly attributable 
costs, borrowing costs on qualifying construction projects, 
and the costs of dismantling and removing the items and 
restoring the site on which they are located. When major 
components of an item of property and equipment have 
different useful lives, they are accounted for as separate 
items. Amortization is calculated using the straight-line 
method to allocate the cost of assets less their residual 
values over their estimated useful lives as follows:

  Buildings 3% - 8%

  Leasehold improvements 5% - 20%

  Fixtures and equipment 8% - 33%

  Computer equipment 12% - 33%

  Amortization methods, useful lives and residual 
values are reviewed at each reporting date. Assets under 
construction and land are not amortized.  

(G) Impairment   
 Impairment of non-financial assets  Tangible assets and 

definite life intangible assets are reviewed at each balance 
sheet date to determine whether events or conditions 
indicate that their carrying amount may not be recoverable.  
If any such indication exists, the recoverable amount of 
the asset, which is the higher of its fair value less costs to 
sell and its value in use, is estimated in order to determine 
the extent of the impairment loss. Where the asset does 
not generate cash flows that are independent from other 
assets, the Company estimates the recoverable amount of 
the cash-generating unit (CGU) to which the asset belongs.  
For tangible and intangible assets excluding goodwill, the 
CGU is the smallest group of assets that generates cash 
inflows from continuing use that are largely independent of 
the cash inflows of other assets or groups of assets.  

 
 Goodwill and indefinite life intangible assets are not 

amortized but are subject to an impairment test annually 
and whenever indicators of impairment are detected.  
Goodwill is allocated to CGU’s that are expected to benefit 
from the synergies of the related business combination and 
represents the lowest level within the Company at which 
goodwill is monitored for internal management purposes, 
which is the Company’s International operating segment 
before aggregation.

 Impairment charges   Any impairment charge is recognized 
in the consolidated statement of earnings in the period 
in which it occurs, to the extent that the carrying value 
exceeds its recoverable amount. Where an impairment loss 
other than an impairment loss on goodwill subsequently 
reverses due to a change in the original estimate, the 
carrying amount of the asset is increased to the revised 
estimate of its recoverable amount. Impairment charges on 
goodwill are not reversed.

 Impairment of financial assets  Financial assets are assessed 
at each reporting date to determine whether there is any 
objective evidence that they are impaired. A financial asset 
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is considered to be impaired if objective evidence indicates 
that one or more events have had a negative effect on the 
estimated future cash flows of that asset. An impairment 
loss is calculated as the difference between its carrying 
amount, and the present value of the estimated future cash 
flows discounted at their original effective interest rate.

 
 All impairment losses are recognized in the consolidated 

statement of earnings. An impairment loss is reversed if 
the reversal can be related objectively to an event occurring 
after the impairment loss was recognized. 

(h) Leases    Leases in which a significant portion of the risks 
and rewards of ownership are retained by the lessor are 
accounted for as operating leases. Assets leased under 
operating leases are not recorded on the consolidated 
balance sheets. Rental payments are recorded in selling, 
operating and administrative expenses in the consolidated 
statement of earnings. Lease incentives received are 
recognized as part of the total lease expense, over the term 
of the lease.

  Leases in which the Company has substantially all 
of the risks and rewards of ownership are accounted for 
as finance leases. At commencement, finance leases 
are capitalized at the lower of the fair value of the leased 
property and the present value of minimum lease 
payments, and are recorded in property and equipment on 
the consolidated balance sheets. Finance lease liabilities 
are recorded in long-term debt and are reduced by the 
amount of the lease payment net of imputed interest 
(finance charges).

(I) Borrowing Costs    Borrowing costs directly attributable 
to the acquisition or construction of qualifying assets are 
capitalized as part of the cost of the respective asset until 
it is ready for its intended use. Qualifying assets are those 
assets that necessarily take a substantial period of time 
to prepare for their intended use. Borrowing costs are 
capitalized based on the Company’s weighted-average cost 
of borrowing. All other borrowing costs are expensed as 
incurred.  

(J) Goodwill    Goodwill represents the excess of the 
consideration transferred over the fair value of the 
identifiable assets, including intangible assets, and 
liabilities of the acquiree at the date of acquisition. 
Goodwill is not amortized but is subject to an impairment 
test annually and whenever indicators of impairment are 
detected. Goodwill is carried at cost less accumulated 
impairment losses.

(K) Intangible Assets    Intangible assets with definite lives 
are carried at cost less accumulated amortization and any 
impairment loss. Amortization is recorded on a straight-
line basis over the term of the estimated useful life of the 
asset as follows:

     Software 3 to 7 years
      Non-compete agreements 3 to 5 years

  Intangible assets with indefinite lives comprise the 
Cost-U-Less banner. These are not amortized but instead 
are tested for impairment annually or more frequently if 
indicators of impairment are identified.

(L) Share-based Payment Transactions 
 Equity settled plans  The Share Option Plan prior to June 

14, 2011 and Unit Purchase Loan Plan are equity settled 
share-based payment plans. The fair values of these plans 
are determined using option pricing models. The grant date 
fair values of these benefits are recognized as an employee 
expense over the vesting period, with corresponding 
increases in equity.

 Cash settled plans  The Share Option Plan commencing 
June 14, 2011, Restricted Share Units, Performance Share 
Units, Employee Share Purchase Plan and Deferred Share 
Unit Plan are cash settled share-based payments. These 
plans are measured at fair value at each balance sheet 
date and a charge or recovery recognized through the 
consolidated statement of earnings over the vesting period.  
A corresponding adjustment is reflected in accounts 
payable and accrued liabilities or other long-term liabilities.

 
 The value of the charges under both cash settled and 

equity settled plans are adjusted in the consolidated 
statement of earnings to reflect expected and actual levels 
of benefits vesting.

(M) Foreign Currency Translation    The accounts of foreign 
operations have been translated into the presentation 
currency, Canadian dollars. Assets and liabilities are 
translated at the period-end exchange rate, and revenues 
and expenses at the average rate for the period. Foreign 
exchange gains or losses arising from the translation of 
the net investment in foreign operations and the portion of 
the U.S. denominated borrowings designated as a hedge 
against this investment are recorded in equity as other 
comprehensive income. Foreign exchange gains or losses 
recorded in accumulated other comprehensive income 
(AOCI) are recognized in net earnings when there is a 
reduction in the net investment in foreign operations.

  Items included in the financial statements of the 
Company and its subsidiaries are measured using the 
currency of the primary economic environment in which 
the entity operates (functional currency). Transactions 
in foreign currencies are translated to the respective 
functional currencies at exchange rates approximating the 
rates in effect at the transaction dates. Monetary assets 
and liabilities denominated in foreign currencies at the 
reporting date are retranslated to the functional currency at 
the exchange rate ruling at that date.

 
(N) Income Taxes    Income tax expense includes taxes payable 

on current earnings and changes in deferred tax balances.  
Current income tax expense is the expected tax payable 
on taxable income for the period, using tax rates enacted 
or substantively enacted at the reporting date, and any 
adjustment to tax payable in respect of previous periods.  
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  The Company accounts for deferred income taxes 
using the liability method of tax allocation. Under the 
liability method, deferred income tax assets and liabilities 
are determined based on the temporary differences 
between the financial statement carrying values 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 deferred income 
tax assets or liabilities are expected to be realized or 
settled. A deferred tax asset is recognized to the extent that 
it is probable that future taxable earnings will be available 
against which the temporary difference can be utilized.  
Deferred tax assets are reviewed at each reporting date 
and are reduced to the extent that it is no longer probable 
that the related tax benefit will be realized. Deferred tax 
assets and liabilities are offset when they relate to income 
taxes levied by the same taxation authority and there is a 
legally enforceable right to offset the amounts.

  Income tax expense is recognized in the consolidated 
statement of earnings, except to the extent that it relates to 
items recognized directly in other comprehensive income 
or in equity, in which case the related income tax expense is 
also recognized in other comprehensive income or in equity 
respectively.  

(O) Employee Benefits    The Company maintains a number 
of pension plans, including either a defined benefit or 
defined contribution pension plan for the majority of its 
Canadian employees, and an employee savings plan for its 
U.S. employees. Other benefits include employee bonuses, 
employee share purchase plans and termination benefits.

 Defined Benefit Pension Plan  The actuarial determination of 
the defined benefit obligations for pension benefits uses 
the projected unit credit method prorated on services 
which incorporates management’s best estimate of the 
discount rate, expected plan investment performance, 
salary escalation, retirement rates, termination rates and 
retirement ages of employees. The discount rate used 
to value the defined benefit obligation is derived from 
a portfolio of Corporate AA bonds denominated in the 
same currency in which the benefits are expected to be 
paid and with terms to maturity that, on average, match 
the terms of the defined benefit plan obligations. Bonds 
included in the curve are denominated in the currency in 
which the benefits will be paid that have terms to maturity 
approximating the terms of the related pension liability.  
When calculating expected returns on plan assets, assets 
are valued at fair market value.  

  The amount recognized in the consolidated balance 
sheet at each reporting date represents the present value 
of the defined benefit obligation, adjusted for unvested 
past service costs and reduced by the fair value of plan 
assets. Any recognized asset or surplus is limited to the 
present value of economic benefits available in the form 
of any future refunds from the plan or reductions in future 
contributions. To the extent that there is uncertainty 
regarding entitlement to the surplus, no asset is recorded.  

The Company’s funding policy is in compliance with 
statutory regulations and amounts funded are deductible 
for income tax purposes.

  The actuarially determined expense is recognized 
annually in the consolidated statement of earnings. All 
actuarial gains and losses arising from defined benefit plans 
are recognized in full in the period in which they arise in the 
consolidated statement of other comprehensive income, 
and the recognized actuarial gains and losses are presented 
in retained earnings. The effect of the asset ceiling is 
also recognized in other comprehensive income. Interest 
costs on the defined benefit obligation and the expected 
return on employee benefit plan assets are charged to the 
consolidated statement of earnings as interest expense.

 Defined Contribution Pension Plans  The Company sponsors 
defined contribution pension plans for eligible employees 
where fixed contributions are paid into a registered 
plan. There is no obligation for the Company to pay any 
additional amount into these plans. Contributions to 
the defined contribution pension plans are expensed as 
incurred.  

 Short-term Benefits  A liability is recognized for the amount 
expected to be paid under short-term incentive plans or 
employee share purchase plans if the Company has a 
present legal or constructive obligation to pay this amount 
as a result of past service provided by the employee and the 
obligation can be estimated reliably.

 Termination Benefits  Termination benefits are recognized 
as an expense when the Company is demonstrably 
committed, without realistic possibility of withdrawal, to a 
formal detailed plan to either terminate employment before 
the normal retirement date, or to provide termination 
benefits as a result of an offer made to encourage voluntary 
redundancy. If the effect is significant, benefits are 
discounted to present value.

(P) Provisions    A provision is recognized if, as a result of a 
past event, the Company has a present legal or constructive 
obligation that can be estimated reliably, and it is probable 
that an outflow of economic benefits will be required to 
settle the obligation.

(q) Financial Instruments    Financial assets and liabilities 
are recognized when the Company becomes a party to 
the contractual provisions of the financial instrument.  
Financial assets are derecognized when the contractual 
rights to receive cash flows and benefits related from the 
financial asset expire, or the Company transfers the control 
or substantially all the risks and rewards of ownership of 
the financial asset to another party. Financial liabilities are 
derecognized when obligations under the contract expire, 
are discharged or cancelled. On initial recognition, all 
financial instruments are classified into one of the following 
categories: fair value through profit or loss (FVTPL), loans 
and receivables, held-to-maturity investments, available-
for-sale, or other financial liabilities.  
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 Financial instruments have been classified as follows:

• Cash is designated as loans and receivables
• Accounts receivable and financial assets included in 

other assets are classified as loans and receivables
• Long-term debt, accounts payable and accrued 

liabilities, and certain other liabilities are classified as 
other financial liabilities

 Financial instruments are initially recognized at fair 
value plus transaction costs; subsequent measurement 
and recognition of changes in value depends on their 
initial classification. Financial instruments classified as 
FVTPL are subsequently measured at fair value, with 
changes in fair value recorded in net earnings. Loans and 
receivables are subsequently carried at amortized cost less 
impairment losses. Interest revenue, consisting primarily 
of service charge income on customer accounts receivable, 
is included in sales in the consolidated statement of 
earnings. Other financial liabilities are subsequently held 
at amortized cost. Interest expense relating to long-term 
debt is recorded using the effective interest rate method 
and included in the consolidated statement of earnings in 
interest expense.

  The Company is exposed to financial risks associated 
with movements in interest rates and exchange rates.  
The Company may use derivative financial instruments 
to hedge these exposures. Qualifying hedge relationships 
are classified as either fair value hedges, cash flow hedges 
or as a hedge of a net investment in foreign operations.  
Fair value hedges are those where the derivative 
financial instrument hedges a change in the fair value 
of the financial asset or liability due to movements in 
interest rates. The Company does not have any cash flow 
hedges. Net investment hedges use financial liabilities to 
counterbalance gains and losses arising on the retranslation 
of foreign operations.

  To qualify for hedge accounting, the Company 
documents its risk management strategy, the relationship 
between the hedging instrument and the hedged item 
or transaction and the nature of the risks being hedged. 
The Company also documents the assessment of the 
effectiveness of the hedging relationship, to show that the 
hedge has been and will likely be highly effective on an 
ongoing basis.

  To the extent that a fair value hedging relationship 
is effective, a gain or loss arising from the hedged item 
adjusts its carrying value and is reflected in earnings, offset 
by a change in fair value of the underlying derivative. Any 
changes in fair value of derivatives that do not qualify for 
hedge accounting are reported in earnings. Changes in fair 
value relating to the interest rate swaps are included in 
interest expense.  

  The Company has designated a portion of the U.S. 
denominated debt as a hedge of its net investment in U.S. 
operations. To the extent that the hedging relationship 
is effective, the foreign exchange gains and losses 
arising from translation of this debt are included in other 

comprehensive income. These gains and losses are 
subsequently recognized in earnings when the hedged item 
affects earnings.

  Hedge accounting is discontinued when the hedging 
instrument expires or is sold, terminated, or exercised, 
or no longer qualifies for hedge accounting. At that time, 
any cumulative gain or loss on the hedging instrument 
recognized in other comprehensive income is retained 
in equity until the forecasted transaction occurs. If a 
hedged transaction is no longer expected to occur, the net 
cumulative gain or loss recognized in other comprehensive 
income is transferred to the income statement for the 
period.

  Embedded derivatives are components of hybrid 
instruments that include non-derivative host contracts.  
These are separated from their host contracts and 
recorded on the consolidated balance sheets at fair value 
when certain conditions are met. Changes in the fair value 
of embedded derivatives are recognized in earnings.

(R) Cash    Cash comprises cash on hand and balances with 
banks.  

(S) Net Earnings Per Share    Basic net earnings per share are 
calculated by dividing the net earnings by the weighted-
average number of common shares outstanding during 
the period. The units that were pledged as security for 
the loans issued under the previous Unit Purchase Loan 
Plan are deducted from the issued and outstanding shares 
of the Company to determine basic shares outstanding.  
Diluted net earnings per share is determined by adjusting 
net earnings and the weighted-average number of common 
shares outstanding for the effects of all potentially dilutive 
shares, which comprise shares issued under the Share 
Option Plan, Deferred Share Unit Plan and former Unit 
Purchase Loan Plan (Note 13).

(T) Use of Estimates    The preparation of financial statements 
in conformity with IFRS requires management to make 
estimates and assumptions that affect the reported 
amounts and disclosures in the consolidated financial 
statements and notes.

  These estimates and assumptions are based on 
management’s historical experience, best knowledge 
of current events, conditions and actions that the 
Company may undertake in the future and other factors 
that management believes are reasonable under the 
circumstances. Estimates and underlying assumptions are 
reviewed on an ongoing basis. Certain of these estimates 
require subjective or complex judgments by management 
about matters that are uncertain and changes in these 
estimates could materially impact the consolidated 
financial statements and notes. Revisions to accounting 
estimates are recognized in the period in which the 
estimates are reviewed and in any future periods affected.

  Areas involving a higher degree of judgment or 
complexity, or areas where assumptions and estimates 
have the most significant effect on the amounts recognized 
in the consolidated financial statements include:
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• Impairment of assets (Note 7)
• Goodwill and indefinite life intangible asset impairment 

(Note 8)
• Income taxes (Note 9)
• Defined benefit plan obligations (Note 12)

(U) Future Standards and Amendments  A number of 
new standards, and amendments to standards and 
interpretations, are not yet effective for the year ended 
January 31, 2012, and have not been applied in preparing 
these consolidated financial statements. Unless otherwise 
noted, the following revised standards and amendments 
are effective for the Company’s annual periods beginning 
February 1, 2013. The Company is currently assessing the 
impact of the following standards that may apply in future 
periods:

 
 Financial Instruments: Disclosures  The IASB issued 

amendments to IFRS 7, Financial Instruments: Disclosures 
to expand the disclosure requirements for transfers of 
financial assets. The Company will apply the amendment 
for its financial year beginning February 1, 2012 and does 
not expect its implementation to have a significant impact 
on its disclosures.

 
 Consolidated Financial Statements  The IASB issued IFRS 

10, Consolidated Financial Statements replacing portions 
of IAS 27, Consolidated and Separate Financial Statements 
addressing consolidation and superseding Standing 
Interpretations Committee (SIC) Interpretation 12 in its 
entirety. IFRS 10 establishes principles for the presentation 
and preparation of consolidated financial statements when 
an entity controls one or more other entities.  

 
 Joint Arrangements  The IASB issued IFRS 11, Joint 

Arrangements superseding IAS 31, Interest in Joint Ventures 
and SIC-13, Jointly Controlled Entities – Non Monetary 
Contributions by Venturers. IFRS 11 establishes principles 
for determining the type of joint arrangement by assessing 
the venturer’s rights and obligations. This standard 
provides guidance for financial reporting activities required 
by entities that have an interest in a jointly controlled 
arrangement. Joint ventures will be accounted for using the 
equity method of accounting, whereas for a joint operation 
the venturer will recognize its share of the venture’s assets, 
liabilities, revenues and expenses.

 
 Disclosure of Interests in Other Entities  The IASB issued IFRS 

12, Disclosure of Interests in Other Entities requiring extensive 
disclosures relating to a company’s interest in subsidiaries, 
associates and certain other arrangements.  IFRS 12 
enables financial statement users to evaluate the nature 
and risks associated with these interests, and evaluate their 
effect  on the Company’s financial performance.  

 
 Employee benefits  The IASB has revised IAS 19, Employee 

Benefits to eliminate the option to defer the recognition of 
actuarial gains and losses, enhance the guidance around 
measurement of plan assets and benefit obligations, and 
streamline the presentation of changes in assets and 

liabilities arising from defined benefit plans including 
enhanced disclosure requirements.  

 
 Income Taxes  The IASB has issued an amendment to IAS 

12, Income Taxes introducing an exception to the general 
measurement requirements of IAS 12 for investment 
properties measured at fair value. The Company does 
not expect this change to have a significant effect on its 
consolidated financial statements. 

 
 Financial Instruments  The IASB has issued a new standard 

which will eventually replace IAS 39, Financial Instruments: 
Recognition and Measurement. The development of IFRS 9, 
Financial Instruments is a multi-phase project with a goal of 
improving and simplifying financial instrument reporting.  
IFRS 9 uses a single approach to determine measurement 
of a financial asset based on how an entity manages 
financial impairment, replacing the multiple classification 
options in IAS 39 with only two categories: amortized 
cost and fair value through profit or loss. This standard 
is effective for the Company’s financial year beginning 
February 1, 2015.  

 
 Presentation of Financial Statements  The IASB has amended 

IAS 1, Presentation of Financial Statements to enhance the 
presentation of Other Comprehensive Income (OCI).  
These amendments require the components of OCI to be 
presented separately for items that may be reclassified to 
the statement of earnings from those that remain in equity.  

 
 Fair Value Measurement  IFRS 13, Fair Value Measurement, is 

a comprehensive standard for fair value measurement and 
disclosure requirements for use across all IFRS. The new 
standard clarifies that fair value is the price that would be 
received to sell an asset, or paid to transfer a liability in an 
orderly transaction between market participants, at the 
measurement date. It also establishes disclosures about 
fair value measurement.  

 
 Financial Instruments  The IASB has issued amendments 

to IFRS 7, Financial Instruments: Disclosures and IAS 32, 
Financial Instruments, Presentation which clarify the 
requirements for offsetting financial assets and financial 
liabilities along with new disclosure requirements for 
financial assets and liabilities that are offset. These 
amendments are effective for the Company’s financial 
years beginning February 1, 2014 and February 1, 2013 
respectively.  
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4 . SEGMENTEd INFORMATION

The Company is a retailer of food and everyday products 
and services in two geographical segments, Canada and 
International. The International segment consists of wholly 
owned subsidiaries operating in the continental United States, 
Caribbean and South Pacific. Financial information for these 
business segments is regularly reviewed by the Company’s 
President and Chief Executive Officer to assess performance and 
make decisions about the allocation of resources.

The following key information is presented by geographic 
segment:  

Consolidated Satements of Earnings

Year Ended January 31, 2012 January 31, 2011
 

Sales

 Canada $ 1,028,396 $ 978,662

 International  466,740  469,442

Consolidated $ 1,495,136 $ 1,448,104

Earnings before amortization, interest and income taxes

 Canada $ 97,998 $ 98,781

 International  27,883  26,983

Consolidated $ 125,881 $ 125,764

Earnings from operations

 Canada $ 69,253 $ 71,270

 International  20,056  19,002

Consolidated $ 89,309 $ 90,272

 January 31, 2012 January 31, 2011 February 1, 2010

Assets

 Canada $ 443,956 $ 435,775 $ 441,984

 International  182,961  180,813  186,536

Consolidated $ 626,917 $ 616,588 $ 628,520

International total assets includes goodwill of $26,319 (January 
31, 2011 - $26,241; February 1, 2010 – $28,593).

Supplemental information

Year Ended January 31, 2012 January 31, 2011

  Canada International Canada International

Expenditure on property

and equipment $ 33,952 $ 11,613 $ 27,392 $ 7,833

Amortization $ 28,745 $ 7,827 $ 27,511 $ 7,981

5. ACCOUNTS RECEIvABLE

 January 31, 2012 January 31, 2011
 

Current:

 Trade accounts receivable $ 76,349 $ 73,720

 Corporate and other accounts receivable  13,796  9,798

 Less: allowance for doubtful accounts  (13,606)  (13,338)

  $ 76,539 $ 70,180

Non-current:

 Long-term receivable (Note 10) $ 2,507 $ 2,724

  $ 79,046 $ 72,904

The carrying values of current accounts receivable are a 
reasonable approximation of their fair values. The maximum 
exposure to credit risk at the reporting date is the carrying value 
of each class of receivable mentioned above (Note 14).

Movements in the allowance for doubtful accounts for customer 
and commercial accounts receivables are as follows:

 January 31, 2012 January 31, 2011
 

Current:

 Balance, beginning of year $ (13,338) $ (12,143)

 Net charge  (7,748)  (8,080)

 Written off  7,480  6,885

Balance, end of year $ (13,606) $ (13,338)

6. INvENTORIES

Included in inventories recognized as an expense for the year 
ended January 31, 2012, the Company recorded $1,851 (January 
31, 2011 - $1,501) for the write-down of inventories as a result 
of net realizable value being lower than cost. There was no 
reversal of inventories written down previously that are no longer 
estimated to sell below cost during the year ended January 31, 
2012 or 2011.
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8. GOOdWILL ANd INTANGIBLE ASSETS  
 
Goodwill   

 January 31,  2012 January 2011

Cost at beginning of year $ 26,241 $28,593

Effect of movements in foreign exchange  78  (2,352) 

Balance at end of year $ 26,319  $ 26,241 

Goodwill Impairment Testing
The goodwill asset balance relates to the Company’s acquired 
subsidiary, Cost-U-Less, and is allocated to the International 
Operations operating segment.  The value of the goodwill 
was tested by means of comparing the recoverable amount of 
the operating segment to its carrying value.  To calculate the 

7. PROPERTy ANd EqUIPMENT 
      

   Leasehold Fixtures & Computer Construction
January 31, 2012 Land Buildings improvements equipment equipment in process Total
 

Cost at February 1, 2011 $ 12,182 $ 291,234 $ 37,496 $ 203,236 $ 55,302 $ 7,801 $ 607,251

Additions  8  13,890  4,682  10,991  6,639  9,355  45,565

Disposals  (24)  (4,009)  (388)  (2,853)  (311)  -  (7,585)

Effect of movements in foreign exchange  13  239  41  175  37  6  511

Total January 31, 2012 $ 12,179 $ 301,354 $ 41,831 $ 211,549 $ 61,667 $ 17,162 $ 645,742

Accumulated amortization at February 1, 2011 $ - $ 146,959 $ 17,766 $ 135,225 $ 47,718 $ - $ 347,668

Amortization expense  -  13,795  2,911  12,120  4,398  -  33,224

Disposals  -  (2,856)  (354)  (2,423)  (187)  -  (5,820)

Effect of movements in foreign exchange  -  119  25  132  24  -  300

Total January 31, 2012 $ - $ 158,017 $ 20,348 $ 145,054 $ 51,953 $ - $ 375,372

Net book value January 31, 2012 $ 12,179 $ 143,337 $ 21,483 $ 66,495 $ 9,714 $ 17,162 $ 270,370

   Leasehold Fixtures & Computer Construction
January 31, 2011 Land Buildings improvements equipment equipment in process Total
 

Cost at February 1, 2010 $ 12,759 $ 281,590 $ 34,769 $ 193,833 $ 51,878 $ 8,214 $ 583,043

Additions  -  14,952  3,699  12,842  4,084  (352)  35,225

Disposals  (287)  (1,093)  (224)  (398)  (251)  -  (2,253)

Effect of movements in foreign exchange  (290)  (4,215)  (748)  (3,041)  (409)  (61)  (8,764)

Total January 31, 2011 $ 12,182 $ 291,234 $ 37,496 $ 203,236 $ 55,302 $ 7,801 $ 607,251

Accumulated amortization at February 1, 2010 $ - $ 136,034 $ 15,556 $ 125,002 $ 44,424 $ - $ 321,016

Amortization expense  -  13,819  2,666  12,005  3,751  -  32,241

Disposals  -  (1,123)  (136)  (380)  (109)  -  (1,748)

Effect of movements in foreign exchange  -  (1,771)  (320)  (1,402)  (348)  -  (3,841)

Total January 31, 2011 $ - $ 146,959 $ 17,766 $ 135,225 $ 47,718 $ - $ 347,668

Net book value January 31, 2011 $ 12,182 $ 144,275 $ 19,730 $ 68,011 $ 7,584 $ 7,801 $ 259,583

Net book value February 1, 2010 $ 12,759 $ 145,556 $ 19,213 $ 68,831 $ 7,454 $ 8,214 $ 262,027

The Company reviewed its property and equipment for indicators of impairment. No assets were identified as impaired.

Interest capitalized
Interest attributable to the construction of qualifying assets was capitalized using an average rate of 3.21% and 3.76% for the years 
ended January 31, 2012 and 2011 respectively. Interest capitalized included in additions amounted to $161 (January 31, 2011 - $30).  
Accumulated interest capitalized included in the cost total above amounted to $191 (January 31, 2011 - $30).

operating segment’s recoverable amount, the Company uses 
the capitalized earnings method. The product of maintainable 
earnings and a capitalization rate are used to determine the 
recoverable amount.  The capitalization rate is based on the 
International Operations weighted-average cost of capital.  
Key assumptions in the capitalization rate include: equity risk 
premium, debt-to-equity ratio, pre-tax cost of debt capital 
and company specific risk premium.  Cash flow forecasts for 
the following financial year are used to calculate maintainable 
earnings, to which a terminal growth rate of 2% has been 
applied.  The capitalization rate implies a post-tax discount rate 
of 11.1% (January 31, 2011 – 11.5%), which equates to a pre-tax 
rate of approximately 14.9% (January 31, 2011 – 16.0%).  
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Intangible assets 

   Cost-U-Less Non-compete
January 31, 2012  Software  banner agreements  Total

Cost at January 31, 2011 $ 15,057 $ 7,015 $ 8,114 $ 30,186

Additions  802  -  -  802

Effect of movements in foreign exchange  -  21  9  30

Total at January 31, 2012 $ 15,859 $ 7,036 $ 8,123 $ 31,018 

Accumulated amortization & impairment loses at January 31, 2011 $ 10,186 $ - $ 2,853 $ 13,039

Amortization expense  1,810  -  1,538  3,348

Effect of movements in foreign exchange  -  -  11  11

Total at January 31, 2012 $ 11,996 $ - $ 4,402 $ 16,398 

Net book value at January 31, 2012 $ 3,863 $ 7,036 $ 3,721 $ 14,620 

Intangible assets 

   Cost-U-Less Non-compete
January 31, 2011  Software  banner agreements  Total

Cost at January 31, 2010 $ 14,627 $ 7,455 $ 6,153 $ 28,235

Additions  430  -  2,159  2,589

Effect of movements in foreign exchange  -  (440)  (198)  (638)

Total at January 31, 2011 $ 15,057 $ 7,015 $ 8,114 $ 30,186 

Accumulated amortization & impairment loses at January 31, 2010 $ 8,265 $ - $ 1,638 $ 9,903

Amortization expense  1,921  -  1,330  3,251

Effect of movements in foreign exchange  -  -  (115)  (115)

Total at January 31, 2011 $ 10,186 $ - $ 2,853 $ 13,039 

Net book value at January 31, 2011 $ 4,871 $ 7,015 $ 5,261 $ 17,147 

Net book value at February 1, 2010 $ 6,362 $ 7,455 $ 4,515 $ 18,332 

Intangible Asset Impairment Testing
The Company determines the fair value of the Cost-U-Less banner using the Relief from Royalty approach. This method requires 
management to make long-term assumptions about future sales, terminal growth rates, royalty rates and discount rates. Sales forecasts 
for the following financial year together with medium and terminal growth rates ranging from 2% to 5% are used to estimate future 
sales, to which a royalty rate of 0.5% is applied. The present value of this royalty stream is compared to the carrying value of the asset.

No impairment has been identified on goodwill and intangible assets. 

9. INCOME TA xES

On January 1, 2011, the North West Company Fund (the “Fund”) 
converted from an income trust to a publicly traded share 
corporation pursuant to the Arrangement (Note 1). Prior to the 
conversion to a share corporation, a substantial portion of the 
earnings from The North West Company LP flowed to the Fund 
and was ultimately distributed to unitholders. There was no 
current income tax payable by the Fund on these distributions.   
Upon conversion to a share corporation, the earnings of The 
North West Company LP are taxed in the Company based on the 
statutory corporate income tax rates.

Year Ended  January 31, 2012  January 31, 2011

Current tax expense:

    Current tax on earnings for the year $  8,969  $  5,859

    Withholding taxes  1,443   -

    (Over) under provision in prior years  (21)   599 

 $ 10,391 $ 6,458

deferred tax expense:

    Origination and reversal of 

        temporary differences $  16,122  $  971

    Impact of change in tax rates  (978)  7,298

    (Over) under provision in prior years  (213)   (188) 

 $ 14,931 $ 8,081

Provision for income taxes $ 25,322 $ 14,539
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Income tax expense varies from the amounts that would be 
computed by applying the statutory income tax rate to earnings 
before taxes for the following reasons:

Year Ended  January 31, 2012  January 31, 2011

Net earnings before income taxes $  83,283  $  84,195

Combined statutory income tax rate  30.3%  31.8% 

Expected income tax expense $ 25,235 $ 26,774

Increase (decrease) in income taxes resulting from:

Non-deductible expenses/non-taxable 

    income $  (136)  $  1,642

Net earnings of the Fund subject to tax 

    in the hands of unitholders   -    (21,289)

Withholding taxes  1,443  -

Impact of change in tax rates  (978)  7,298

(Over) under provision in prior years  (234)   411

Other  (8)   (297) 

Provision for income taxes $ 25,322 $ 14,539

Effective income tax rate  30.4%  17.3% 

The decrease in the combined statutory income tax rate is due 
to a reduction in Canadian substantively enacted tax rates and a 
change in the foreign subsidiaries’ earnings.

Deferred income tax charged (credited) to other comprehensive 
income during the year is as follows:

Year Ended  January 31, 2012  January 31, 2011

Net investment hedge:

Origination and reversal of 

    temporary difference $ (30) $ -

Impact of change in tax rates  2  -

 $ (28) $ -

defined benefit plan actuarial loss:    

Origination and reversal of 

    temporary difference $ (5,540) $ 654

Impact of change in tax rates  (1)  1,813

  (5,541)  2,467

 $ (5,569) $ 2,467 

Income tax effects of temporary differences that give rise to significant portions of deferred income tax assets and liabilities are as 
follows:

  Taxes (charged) Taxes (charged) Foreign exchange 
  credited to net credited to differences
January 31, 2012 February 1, 2011 earnings OCI recognized in OCI January 31, 2012

deferred tax assets:

Goodwill & intangible assets $ 402 $ 60 $ - $ 5 $ 467

Property & equipment  6,489  1,599  -  1  8,089

Inventory  1,092  429  -  (14)  1,507

Share-based compensation and long-term incentive plans  1,551  144  -  (2)  1,693

Defined benefit plan obligation  2,401  (576)  5,541  -  7,366

Provisions  4,162  (330)  -  (76)  3,756

Other assets  810  88  -  -  898

 $ 16,907 $ 1,414 $ 5,541 $ (86)  $ 23,776

deferred tax liabilities:

Net investment hedge $ (1,207) $ - $ 28 $ - $ (1,179)

Investment in jointly controlled entity  (968)  (118)  -  -  (1,086)

Deferred limited partnership earnings  -  (16,260)  -  -  (16,260)

Other liabilities  (302)  33  -  -  (269)

 $ (2,477) $ (16,345) $ 28 $ - $ (18,794)

 $ 14,430 $ (14,931) $ 5,569 $ (86) $ 4,982

Recorded on the consolidated balance sheet as follows:

Deferred tax assets         $ 7,422

Deferred tax liabilities          (2,440)

         $ 4,982
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  Taxes (charged) Taxes (charged) Foreign exchange 
  credited to net credited to differences
January 31, 2011 February 1, 2010 earnings OCI recognized in OCI January 31, 2011

deferred tax assets:

Goodwill & intangible assets $ 263 $ 118 $ - $ 21 $ 402

Property & equipment  12,019  (5,492)  -  (38)  6,489

Inventory  1,185  (58)  -  (35)  1,092

Share-based compensation and long-term incentive plans  3,024  (1,458)  -  (15)  1,551

Defined benefit plan obligation  5,007  (139)  (2,467)  -  2,401

Provisions  4,595  (254)  -  (179)  4,162

Other assets  337  475  -  (2)  810

 $ 26,430 $ (6,808) $ (2,467) $ (248)  $ 16,907

deferred tax liabilities:

Net investment hedge $ (621) $ (586) $ - $ - $ (1,207)

Investment in jointly controlled entity  (583)  (385)  -  -  (968)

Other liabilities  -  (302)  -  -  (302)

 $ (1,204) $ (1,273) $ - $ - $ (2,477)

 $ 25,226 $ (8,081) $ (2,467) $ (248) $ 14,430

Recorded on the consolidated balance sheet as follows:

Deferred tax assets         $ 17,017

Deferred tax liabilities          (2,587)

         $ 14,430

In assessing the recovery of deferred income tax assets, management considers whether it is probable that the deferred income tax 
assets will be realized. The recognition and measurement of the current and deferred tax assets and liabilities involves dealing with 
uncertainties in the application of complex tax regulations and in the assessment of the recoverability of deferred tax assets. The 
ultimate realization of deferred income tax assets is dependent upon the generation of future taxable income during the periods in 
which the temporary differences are deductible.
 Actual income taxes could vary from these estimates as a result of future events, including changes in income tax laws or the 
outcome of tax reviews by tax authorities and related appeals. To the extent the final outcome is different from the amounts initially 
recorded, such differences, which could be significant, will impact the tax provision in the period in which the outcome is determined.
 No deferred tax has been recognized in respect of temporary differences associated with investment in subsidiaries where the 
Company is in a position to control the timing and reversal of the differences and it is probable that such differences will not reverse in 
the foreseeable future.  The temporary differences associated with the Company’s foreign subsidiaries are approximately $41,000 at 
January 31, 2012 (January 31, 2011 – $51,000).
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10. OThER ASSETS 

 January 31, 2012 January 31, 2011 February 1, 2010

Investment in jointly

    controlled entity (Note 23) $ 8,156 $ 7,359 $ 6,611

Long-term receivable (Note 5)  2,507  2,724  2,908

Other  1,687  1,728  1,594

  $ 12,350 $ 11,811 $ 11,113

11. LONG -TERM dEBT 

 January 31, 2012 January 31, 2011 February 1, 2010

Current:

Bank advances  (1)  $  -  $ - $  312

Revolving loan facilities (2)   -   67,445   -

Notes payable (3)   268   388   412

Finance lease liabilities   361   424   547

Revolving loan facilities (5)   -   -   55,380

 $ 629 $ 68,257 $  56,651

Non-current:

Senior notes  (4) $  69,626  $ 69,199 $  73,481

Revolving loan facilities (2)   68,850   -   72,853

Revolving loan facilities (5)   36,187   50,110   -

Notes payable (3)   391   4,462   5,155

Finance lease liabilities   209   568   1,030

 $ 175,263 $ 124,339 $ 152,519

Total $ 175,892 $ 192,596 $  209,170

(1)  In January 2011, the Company refinanced the US$15,000 
demand, revolving loan facility in its International Operations.  
The new committed, revolving loan facility of US$20,000 
matures on October 31, 2012. This facility bears a floating rate 
of interest and is secured by a charge against certain accounts 
receivable and inventories of the International Operations.  
At January 31, 2012, the International Operations had drawn 
US$NIL (January 31, 2011 – US$NIL; February 1, 2010 – US$293) 
on the facility.

(2)  In December 2011, the Company completed the refinancing 
of the Canadian Operations extendible, committed, revolving 
loan facilities of $140,000 that matured on December 31, 
2011. The new committed, extendible, revolving loan facilities 
provide the Company with a $170,000 revolving loan facility for 
working capital requirements and general business purposes. 
This facility, which matures on December 31, 2015 is secured by 
a floating charge against the assets of the Company and rank 
pari passu with the US$70,000 senior notes and the US$52,000 
loan facilities in International Operations. These facilities bear a 
floating interest rate based on Bankers Acceptances rates plus 
stamping fees or the Canadian prime interest rate.

(3) Notes payable in the amount of US$655 bear interest at a 
rate of U.S. prime plus 1% and have annual principal payments 
of US$267. Notes payable in the amount of US$3,873 bearing 
interest at 5.75% were repaid in April 2011.  

(4)  The US$70,000 senior notes mature on June 15, 2014 and 
bear interest at a rate of 6.55%, payable semi-annually. The 
notes are secured by a floating charge against the assets of 
the Company and rank pari passu with the $170,000 Canadian 
Operations loan facilities and the US$52,000 loan facilities in 
International Operations. The Company has entered into interest 
rate swaps resulting in floating interest costs on US$28,000 of 
its senior notes (January 31, 2011 – US$28,000).  The interest 
rate swaps mature June 15, 2014.

(5)  The US$52,000 committed, revolving loan facilities mature 
December 31, 2013 and bear interest at LIBOR plus a spread. The 
loan facilities are secured by a floating first charge against the 
assets of the Company and rank pari passu with the US$70,000 
senior notes and the $170,000 Canadian Operations loan 
facilities. At January 31, 2012, the Company had drawn 
US$36,000 (January 31, 2011 – US$50,000; February 1, 2010 – 
US$52,000) on this facility.

12 . POST-EMPLOyMENT BENEFITS

The Company sponsors defined benefit and defined contribution 
pension plans covering the majority of Canadian employees.  
Effective January 1, 2011, the Company entered into an 
amended and restated staff pension plan, which incorporated 
legislated changes, administrative practice, and added a 
defined contribution provision (the “Amended Plan”). Under 
the Amended Plan, all members as of December 31, 2011 who 
did not meet a qualifying threshold based on number of years 
in the pension plan and age were transitioned to the defined 
contribution pension plan effective January 1, 2011 and no longer 
accumulate years of service under the defined benefit pension 
plan. The defined benefit pension previously earned by members 
transitioned to the defined contribution plan, will continue to 
accrue in accordance with the terms of the plan based on the 
member’s current pensionable earnings. Members who met 
the qualifying threshold on January 1, 2011, elected between 
accruing a defined contribution benefit and continuing to accrue 
a defined benefit pension in accordance with the provisions of 
the Amended Plan.
 The defined benefit pension plans are based on years of 
service and final average salary. The Company uses actuarial 
reports prepared by independent actuaries for funding and 
accounting purposes as at January 31, 2012 and January 31, 
2011. The accrued pension benefits and the market value of the 
plans’ net assets were last determined by actuarial valuation as 
at January 1, 2012. The next actuarial valuation is required as 
at January 1, 2013. The Company also sponsors an employee 
savings plan covering all U.S. employees with at least six 
months of service.  Under the terms of the plan, the Company 
is obligated to make a 50% matching contribution up to 6% of 
eligible compensation.
 During the year ended January 31, 2012, the Company 
contributed $4,340 to its defined benefit pension plans (January 
31, 2011 - $4,817).  Effective January 1, 2011, the Company 
implemented a defined contribution pension plan. During the 
year ended January 31, 2012, the Company contributed $1,803 to 
its defined contribution pension plans (January 31, 2011 - $125).  
The current best estimate of  the Company’s funding obligation 



2 0  T H E N O RT H W E S T CO M PA N Y I N C .  2 0 1 1

for the defined benefit pension plans for the year commencing 
February 1, 2012 is $6,000. The actual amount paid may 
vary from the estimate based on actuarial valuations being 
completed, investment performance, volatility in discount rates, 
regulatory requirements and other factors.
 The following significant actuarial assumptions were 
employed to measure the plan:

Year Ended January 31, 2012 January 31, 2011
 

Discount rate on plan liabilities  4.5%  5.8%

Rate of compensation increase  4.0%  4.0%

Discount rate on plan expense  5.8%  6.0%

Inflation assumption  2.0%  2.25%

Expected return on plan assets  6.5%  6.5%

The average life expectancy in years of a member who reaches 
normal retirement age of 65 is as follows:

 January 31, 2012 January 31, 2011
 

Average life expectancies at age 65 for current pensioners:

    Male  19.7  19.4

    Female  22.1  21.8

Average life expectancies at age 65 for current members aged 45:

    Male  19.8  18.0

    Female  21.8  20.7

Assumptions regarding future mortality experience are set 
based on actuarial advise in accordance with published statistics 
and experience. Mortality assumptions have been based on the 
1994 United Pensioners Mortality Table with projections to 2015 
using scale AA.
  Information on the Company’s defined benefit plans, in 
aggregate, is as follows:

 January 31, 2012 January 31, 2011 February 1, 2010

Plan assets:

Fair value, beginning of year  $  58,773  $ 53,914 $  42,207

Expected return on 
    plan assets   3,777   3,523   2,905

Benefits paid   (5,681)   (4,646)   (4,267)

Employer contributions   4,340   4,817   9,137

Employee contributions   20  26   24

Actuarial gains (losses), 
    recognized in OCI   (3,336)   954   4,093

Change in asset ceiling
    restriction, recognized in OCI  -   185   (185)

Fair value, end of year  $  57,893  $ 58,773 $  53,914

Plan obligations:

Defined benefit obligation, 
    beginning of year $  (67,773)  $ (64,871) $  (49,163)

Current service costs   (2,192)   (4,051)   (2,960)

Employee contributions   (20)   (26)   (24)

Accrued interest on benefits   (3,734)   (3,753)   (3,292)

Benefits paid   5,681   4,646   4,267

Actuarial gains (losses),
    recognized in OCI   (17,471)   282   (13,699)

Defined benefit obligation,
    end of year $  (85,509)  $ (67,773)  $ (64,871)

Plan deficit  $ (27,616)  $ (9,000)  $ (10,957)

The defined benefit obligation of all of the Company’s defined 
benefit pension plans exceeds the fair value of plan assets as 
noted in the table.
 The expected return on assets has been derived from the 
expected returns from each of the main asset classes. The 
expected return for each asset class reflects a combination 
of historical performance analysis and the forward-looking 
view of the financial markets. The assumptions used are the 
best estimates chosen from a range of possible actuarial 
assumptions, which may not necessarily be borne out in 
practice.

Sensitivity of key assumptions
The following table outlines the key assumptions for 2011 and 
the sensitivity of a 1% change in each of the assumptions on the  
defined benefit plan obligations and cost for the defined benefit 
pension plans. The table reflects the impact on both the current 
service and interest cost expense components.
 The sensitivity analysis provided in the key table is 
hypothetical and should be used with caution. The sensitivities 
of each key assumption have been calculated independently 
of any changes in other key assumptions.  Actual experience 
may result in changes in a number of key assumptions 
simultaneously. Changes in one factor may result in changes 
in another, which could amplify or reduce the impact of such 
assumptions.

 Defined benefit Benefit plan
 plan obligations cost

 
Expected long-term rate of 
     return on plan assets: 6.5%  

Impact of: 1% increase  $ n/a $ (586)

  1% decrease   n/a  586

discount rate: 4.5%  

Impact of: 1% increase   (13,639)  (392)

  1% decrease   17,839  398

The major categories of plan assets as a percentage of total plan 
assets are listed below. The pension plans have no investment in 
the shares of the Company.

 January 31, 2012 January 31, 2011 February 1, 2010

Plan assets:

Equity securities    60%  60%   59%

Debt securities   36%  36%   37%

Other    4%   4%   4%

Total   100%  100%   100%
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The following pension expenses have been charged to the 
consolidated statement of earnings:

  January 31, 2012  January 31, 2011

Employee costs (Note 17)

Defined benefit pension plan, current 
    service cost included in   
    post-employment benefits $  2,192  $  4,051

Defined contribution pension plan   1,803    125

Savings plan for U.S. employees   411  425

 $  4,406  $  4,601

Interest expense (Note 18)

Expected return on pension plan assets $ (3,777) $ (3,523)

Interest on pension plan liabilities  3,734   3,753 

The following amounts have been included in Other 
Comprehensive Income:

Year Ended January 31, 2012  January 31, 2011

Current year:

Actuarial gains (losses) $  (3,336)  $  954

Actuarial gain/(loss) on plan obligation   (17,471)  282

Change in asset ceiling restriction,

    recognized in OCI   -  185

Taxation on cumulative actuarial 

    movement in OCI  5,541   (2,467) 

   Net actuarial movement recognized in OCI $  (15,266)  $  (1,046) 

Cumulative gains/losses recognized in OCI:

Cumulative gross actuarial movement in OCI $  (19,386)  $  1,421

Taxation on cumulative actuarial 

    movement in OCI  3,074   (2,467) 

   Cumulative net actuarial movement 

        recognized in OCI $  (16,312)  $  (1,046) 

The actual return on the plans assets is summarized as follows:

Year Ended January 31, 2012  January 31, 2011

Expected return on plan assets $  3,777  $  3,523

Actuarial movement recognized in OCI 
    reflecting the difference between expected
    and actual return on assets   (3,336)    954

Actual return on plan assets $  441 $  4,477

13. ShARE-BASEd COMPENSATION

The Company offers the following share-based payment 
plans: Restricted Share Units (RSU’s); Performance Share 
Units (PSU’s); Share Options; Director Deferred Share Units 
(DSU’s); and an Employee Share Purchase Plan. The Company 
discontinued its Unit Purchase Loan Plan effective January 31, 
2011. The purpose of these plans is to directly align the interests 
of the participants and the shareholders of the Company by 
providing compensation that is dependent on the performance 
of the Company’s common shares.  

 The total expense relating to share-based payment plans for 
the year ended January 31, 2012 was $4,726 (January 31, 2011 
- $4,407). The carrying amount of the Company’s share-based 
compensation arrangements including RSU, PSU, share option 
and DSU plans are recorded on the consolidated balance sheets 
as follows:

 January 31, 2012 January 31, 2011 February 1, 2010

Accounts payable and 

    accrued liabilities  $  4,611 $ 7,193 $  1,964

Other long-term liablities   3,207  2,273   4,570

Contributed surplus    1,611  922   -

Total $  9,429 $ 10,388 $  6,534

Restricted Share Units and Performance Share Units
The Company has granted Restricted Share Units and 
Performance Share Units to officers and senior management.  
Each RSU entitles the participant to receive a cash payment 
equal to the market value of the number of notional shares 
granted at the end of the vesting period. The RSU account 
for each participant includes the value of dividends from the 
Company as if reinvested in additional RSU’s. RSU awards vest 
with the employee on the third fiscal year following the date of 
the grant to which the award relates. Compensation expense 
is measured initially based on the fair market value of the 
Company’s shares at the grant date and subsequently adjusted 
for additional shares granted based on the reinvestment of 
notional dividends and the market value of the shares at the end 
of each reporting period. The associated compensation expense 
is recognized over the vesting period based on the estimated 
total compensation to be paid out at the end of the vesting 
period.
 Each PSU entitles the participant to receive a cash 
payment equal to the market value of the number of notional 
shares granted at the end of the vesting period based on the 
achievement of specific performance based criteria. The PSU 
account for each participant includes the value of dividends from 
the Company as if reinvested in additional PSU’s.  PSU awards 
vest with the employee on the third fiscal year following the date 
of the grant to which the award relates. Compensation expense 
is measured initially based on the fair market value of the 
Company’s shares at the grant date and subsequently adjusted 
for additional shares granted based on the reinvestment of 
notional dividends and the market value of the shares at the end 
of each reporting period.  The associated compensation expense 
is recognized over the vesting period based on the estimated 
total compensation to be paid out at the end of the vesting 
period factoring in the probability of the performance criteria 
being met during that period.
 Compensation costs related to the RSU’s and PSU’s for the 
year ended January 31, 2012 are $2,981 (January 31, 2011 - 
$2,128).  

Share Option Plan
The Company has a Share Option Plan that provides for the 
granting of options to certain officers and senior management.  
Options are granted at fair market value based on the volume 
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weighted-average closing price of the Company’s shares for 
the five trading days preceding the grant date. Effective June 
14, 2011, the Share Option Plan was amended and restated. 
The amendments afford the Board of Directors the discretion 
to award options giving the holder the choice, upon exercise, to 
either deduct a portion of all dividends declared after the grant 
date from the options exercise price or to exercise the option 
at the strike price specified at the grant date. Each option is 
exercisable into one share of the Company at the price specified 
in the terms of the option, or the employee may elect to acquire 
shares or receive a cash payment based on the excess of the fair 
market value of the Company’s shares over the exercise price.  
The fair value of the share-based compensation is recognized in 
net earnings over the vesting period.
 The maximum number of shares available for issuance 
is a fixed number set at 4,354,020, representing 9% of the 
Company’s issued and outstanding shares at January 31, 2012.  
Fair value of these options is determined using an option pricing 
model. Share options granted vest on a graduated basis over five 
years and are exercisable over a period of seven to ten years.  
The share option compensation cost recorded for the year ended 
January 31, 2012 is $867 (January 31, 2011 - $733).
 The fair values for options issued during the years ended 
January 31 were calculated based on the following assumptions:

 2011  2010

Fair value of options granted $ 3.61 - 4.74 $ 4.30

Exercise price $ 20.62 $ 19.11

Dividend yield  4.53%  7.4%

Annual risk-free interest rate  2.67%  3.36%

Expected share price volatility  29.22%  30.72%

The assumptions used to measure options at the balance sheet 
dates were as follows:

 2011  2010

Weighted-average exercise price $ 20.39 $ 17.10

Dividend yield  5.41%  6.87%

Annual risk-free interest rate  1.24%  3.12%

Expected share price volatility  27.69%  29.89%

The expected dividend yield is estimated based on the quarterly 
dividend rate and the closing share price on the date the options 
are granted. The expected share price volatility is estimated 
based on the Company’s historical volatility over a period 
consistent with the expected life of the options. The risk-free 
interest rate is estimated based on the Government of Canada 
bond yield for a term to maturity equal to the expected life of the 
options.
 The following continuity schedules reconcile the movement in 
outstanding options during the year:

 January 31, 2012 January 31, 2011

 Number Weighted-average Number Weighted-average
 of options exercise price of options exercise price

Outstanding options, beginning of year  509,200  $ 17.10   274,600 $ 15.25

Granted  
(1)  371,998   20.39  242,800  19.12

Exercised  -  -  -  -

Forfeited or cancelled  (16,900)  16.92   (8,200)  15.25

Outstanding options, end of year  864,298 $ 18.61  509,200 $ 17.10

Exercisable at end of year  - $ -  - $ -

(1)  315,812 options issued during the period give the option holder the choice to either deduct a portion of all dividends declared after the grant date from the 
exercise price of the option, or to elect to exercise the option at the strike price specified at the grant date

 Options Outstanding Options Exercisable

    Weighted-average
 Grant Range of Number remaining Weighted-average Options Weighted-average
 year exercise prices outstanding contractual years exercise price exercisable exercise price

 2009 $ 15.25 259,000 7.4 $ 15.25 NIL N/A

 2010 $ 19.11-19.74 233,300 8.2 $ 19.12 NIL N/A

 2011 $ 19.74-20.62 371,998 6.5 $ 20.39 NIL N/A

director deferred Share Unit Plan
The Director Deferred Share Unit Plan is available for 
independent Directors. Participants are credited with deferred 
share units based on the portion of fees each participant elects 
to allocate to the DSU.  Each deferred share unit entitles the 
holder to receive a share of the Company. The deferred share 
units are exercisable by the holder at any time but no later 
than December 31 of the first calendar year commencing after 

the holder ceases to be a Director. A participant may elect at 
the time of exercise of any deferred share units, subject to the 
consent of the Company, to have the Company pay an amount in 
cash equal to the aggregate current market value of the shares, 
determined based on the closing price of the shares on the TSX 
on the trading day preceding the exercise date, in consideration 
for the surrender by the participant to the Company the right to 
receive shares from exercising the deferred share units.
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 Compensation expense is measured based on the fair market 
value at each reporting date.  The deferred share unit plan 
compensation recorded for the year ended January 31, 2012 is an 
expense of $288 (January 31, 2011 –$954). The total number of 
deferred share units outstanding at January 31, 2012 is 118,262 
(January 31, 2011 – 132,924). There were 37,236 deferred share 
units exercised during the year ended January 31, 2012 (January 
31, 2011 – NIL). These deferred share units were settled in cash.  

Employee Share Purchase Plan
The Employee Share Purchase Plan provides participants 
with the opportunity to acquire an ownership interest in the 
Company. The Company contributes an additional 33% of the 
amount invested, subject to a maximum annual contribution of 
2% of the participants’ base salary. The plan is administered by 
a trustee who uses the funds received to purchase shares on 
the TSX on behalf of the participating employees. These shares 
are registered in the name of the plan trustee on behalf of the 
participants. The Company’s contribution to the plan is recorded 
as compensation expense. The employee share purchase plan 
compensation recorded for the year ended January 31, 2012 is 
$590 (January 31, 2011 – $555).

Unit Purchase Loan Plan
The Company had a Unit Purchase Loan Plan (UPLP) for 
officers and senior management whereby loans were granted 
to employees to purchase units of NWF. These loans were 
in substance similar to stock options and accordingly were 
accounted for as share-based compensation whereby 
compensation cost was recorded as an expense with a 
corresponding increase in contributed surplus.
 As at January 31, 2011, this plan was discontinued and 
outstanding loans of $6,428 were repaid during the year. The 
compensation cost relating to the UPLP for the period ended 
January 31, 2011 was $NIL.

14 . FINANCIAL INSTRUMENTS

The Company’s activities expose it to a variety of financial 
risks including liquidity risk, credit risk and market risk. The 
Company’s overall risk management program focuses on 
minimizing potential adverse effects on financial performance.
 The Company manages funding and financial risk 
management with oversight provided by the Board of Directors, 
who also approve specific financial transactions. The Company 
uses derivative financial instruments only to hedge exposures 
arising in respect of underlying business requirements and not 
for speculative purposes.

Liquidity risk
Liquidity risk is the risk that the Company will not be able to 
meet its financial obligations as they come due or can do so 
only at excessive cost. The Company’s operational cash flow is 
reasonably stable and predictable. This reflects the business risk 
profile of the majority of markets in which the Company operates 
and its product mix. Cash flow forecasts are produced regularly 
and reviewed against the Company’s debt portfolio capacity 
and maturity profile to assist management in identifying future 
liquidity requirements. The Company’s funding strategy is to 
ensure a mix of funding sources offering flexibility and cost 
effectiveness to match the business requirements.
 The Company is financed by a combination of cash flow from 
operating activities, bank advances, senior notes and committed 
revolving loan facilities. At January 31, 2012, the Company 
had undrawn committed revolving loan facilities available of 
$126,445 (January 31, 2011 - $94,603) which expire in 2012, 
2013 and 2015 (see Note 11).
 The following table analyzes the Company’s financial liabilities 
into relevant maturity groupings based on the remaining 
period from the balance sheet date to the contractual maturity 
date.  The amounts disclosed in the table are the contractual 
undiscounted cash flows or an estimation in respect of floating 
interest rate liabilities, and as a result may not agree to the 
amounts disclosed on the balance sheet.

Credit risk
Credit risk is the risk of financial loss to the Company if a 
customer or counterparty to a financial instrument fails to meet 
its contractual obligations. The Company’s exposures to credit 
risk arise primarily from holdings of cash and its customer and 
commercial accounts receivable.
 To mitigate credit risk, the Company maintains deposits with 
financial institutions with minimum equivalent short-term credit 
ratings of “A1.” The maximum exposure on cash is equal to the 
carrying amount of these instruments.

 It is the Company’s policy that customers who wish to trade 
on credit terms are subject to credit verification procedures 
including policies governing: credit approvals, limits, collections 
and fraud prevention. The Company provides allowances for 
potentially uncollectible accounts receivable.  Receivable 
balances are comprised of approximately forty thousand 
customers spread across a wide geography, substantially 
reducing the Company’s risk through the diversity of its 
customer base. Further, receivables are centrally monitored on 
an ongoing basis with the result that the Company’s exposure to 

 2012 2013 2014 2015 2016 2017+ Total
  

Accounts payable and accrued liabilities  122,349  -  -  -  -  -  122,349

Interest rate swap payable 
1  1,187  1,187  445  -  -  -  2,819

Current portion of long-term dept (Note 11)  699  -  -  -  -  -  699

Long-term debt (Note 11)  6,506  43,182  73,047  71,303  -  -  194,038

Operating leases  24,374  22,021  18,706  15,781  12,457  55,792  149,131

Total  155,115  66,390  92,198  87,084  12,457  55,792  469,036

(1) Based on variable pay interest.  This will be partially offset by a fixed interest receipt.
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individual customers is generally not significant. The maximum 
exposure is the carrying amount as disclosed in Note 5.  The 
Company does not have any individual customers greater than 
10% of total accounts receivable. At January 31, 2012, the 
Company’s maximum credit risk exposure is $92,652 (January 
31, 2011 - $86,242).  Of this amount, $18,614 (January 31, 2011 
- $19,458) is more than 60 days past due. The Company has 
recorded an allowance against its maximum exposure to credit 
risk of $13,606 (January 31, 2011 - $13,338).
 As at January 31, 2012 and 2011, the Company has no 
significant credit risk related to derivative financial instruments.

Market risk

(a) Currency risk    The Company operates internationally and is 
exposed to foreign exchange risk arising from various currency 
exposures, primarily with respect to the U.S. dollar. Foreign 
exchange risk arises from U.S. dollar denominated borrowings 
and net investments in foreign operations.
 Management is responsible for managing foreign currency 
risk. The Company’s U.S. dollar net investment is exposed to 
foreign currency translation risk. A significant portion of this risk 
has been hedged with U.S. dollar denominated borrowings.
 In respect of recognized foreign currency assets and 
liabilities the Company has limited exposure as risks are 
mitigated through treasury management.
 Management considers a 10% variation in the Canadian 
dollar relative to the U.S. dollar reasonably possible. Considering 
all major exposures to the U.S. dollar as described above, a 
10% appreciation of the Canadian dollar against the U.S. dollar 
in the year-end rate would cause net income to decrease by 
approximately $100. A 10% depreciation of the Canadian dollar 
against the U.S. dollar year-end rate would cause net income to 
increase by approximately $100.

(b) Interest rate risk    Interest rate risk is the risk that the fair 
value of future cash flows of a financial instrument will fluctuate 

because of changes in market interest rates. The Company is 
exposed to interest rate risk primarily through its long-term 
borrowings. The Company manages exposure to interest rate 
risk by monitoring its blend of fixed and floating interest rates, 
and modifying this blend using interest rate swaps. Under the 
terms of the swaps, the Company receives fixed interest and 
pays floating rate interest at a fixed spread above three-month 
LIBOR. The goal of management is to manage the trade-
off between obtaining the most beneficial effective rates of 
interest, while minimizing the impact of interest rate volatility on 
earnings.
 Management considers a 100 basis point change in interest 
rates reasonably possible. Considering all major exposures to 
interest rates as described above, a 100 basis point increase 
in the risk-free rate would cause net income to decrease by 
approximately $1,250. A 100 basis point decrease would cause 
net income to increase by approximately $1,250.

(c) Accounting classifications and fair value estimation      
The following table comprises the carrying amounts of the 
Company’s financial instruments. Financial instruments are 
either carried at amortized cost using the effective interest rate 
method or fair value. The Company uses a three-level hierarchy 
to categorize financial instruments carried at fair value as 
follows:

• Level 1 – Fair values measured using quoted prices 
(unadjusted) in active markets for identical instruments

• Level 2 – Fair values measured using directly or indirectly 
observable inputs, other than those included in Level 1

• Level 3 – Fair values measured using inputs that are not based 
on observable market data

These amounts represent point-in-time estimates and may not 
reflect fair value in the future. These calculations are subjective 
in nature, involve uncertainties and are a matter of significant 
judgment.

 Assets (Liabilities) Assets (Liabilities)
 carried at carried at
January 31, 2012 amortized cost fair value

  Carrying  Carrying
 Maturity amount Fair value amount

Cash Short-term $ 26,984 $ 26,984  $ –

Accounts receivable Short-term  76,539  76,539  –

Other financial assets Long-term  3,552  3,552   –

Accounts payable and accrued liabilities Short-term  (122,349)  (122,349)  –

Financial derivative instruments (1) Long-term  –  –   1,516

Current portion of long-term debt Short-term  (629)  (629)  –

Long-term debt (1) Long-term  (176,779)  (178,759)  –

(1) These items total $175,263 which comprise the carrying amount of long-term debt (Note 11)



 Assets (Liabilities) Assets (Liabilities)
 carried at carried at
February 1, 2010 amortized cost fair value

  Carrying  Carrying
 Maturity amount Fair value amount

Cash Short-term $ 27,278 $ 27,278  $ –

Accounts receivable Short-term  71,767  71,767  –

Other financial assets Long-term  3,822  3,822   –

Accounts payable and accrued liabilities Short-term  (113,407)  (113,407)  –

Financial derivative instruments (1) Long-term  –  –   576

Current portion of long-term debt Short-term  (56,651)  (56,651)  –

Long-term debt (1) Long-term  (153,095)  (154,162)  –

(1) These items total $152,519 which comprise the carrying amount of long-term debt (Note 11)

The methods and assumptions used in estimating the fair value 
of the Company’s financial instruments are as follows:

• The fair value of short-term financial instruments 
approximates their carrying values due to their immediate or 
short-term period to maturity. Any differences between fair 
value and book values of short-term financial instruments are 
considered to be insignificant.

• The fair value of long-term debt with fixed interest rates is 
estimated by discounting the expected future cash flows 
using the current risk-free interest rate on an instrument with 
similar terms adjusted for an appropriate risk premium for the 
Company’s credit profile.

• The derivative financial instruments have been measured 
using a generally accepted valuation technique. The pricing 
model incorporates current market measures for interest 
rates, credit spreads, volatility levels and other market-based 
pricing factors.

The portion of long-term debt in an effective fair value hedging 
relationship and derivative financial instruments are classified 
as Level 2, as they are primarily derived from observable interest 
rates. There would be no significant effect on net income if one 
or more of the assumptions used to fair value these instruments 
were changed to other reasonably possible alternatives. No 
financial instruments have been classified as Level 1 or Level 3.

Financial derivative instruments

The Company holds interest rate swaps with a notional value of 
US$28,000 (January 31, 2011 – US$28,000) to hedge a portion 
of the fixed rate senior notes due in 2014. Under the terms of the 
swaps, the Company receives fixed interest and pays floating 

rate interest at a fixed spread above three-month LIBOR. The 
following table summarizes the Company’s outstanding financial 
derivative instruments at January 31:

January 31, 2012 Notional value Interest rate Fair value
 

Interest rate swaps in

effective fair value US$28,000 LIBOR plus $  1,516

hedging relationship (2010 - US$28,000) 3.67% (2010 - $1,286)

Capital management

The Company’s objectives in managing capital are to deploy 
capital to provide an appropriate return to shareholders and to 
maintain a capital structure that provides the flexibility to take 
advantage of the growth and development opportunities of the 
business, maintain existing assets, meet financial covenants 
and obligations and enhance shareholder value. The capital 
structure of the Company consists of bank advances, long-term 
debt and shareholders’ equity. The Company manages capital 
to ensure an appropriate balance between debt and equity to 
optimize capital costs. In order to maintain or adjust its capital 
structure, the Company may purchase shares for cancellation 
pursuant to normal course issuer bids, issue additional shares, 
borrow additional funds, adjust the amount of dividends paid or 
refinance debt at different terms and conditions.
 The Company’s process and policies for managing capital 
are monitored by management and are reflected in the following 
measures:

(a) Debt-to-equity ratio At January 31, 2012, the debt-to-equity 
ratio was 0.62 compared to 0.67 last year. The debt-to-equity 
ratio is within the Company’s objectives. The debt-to-equity 
ratio is calculated as follows:

 Assets (Liabilities) Assets (Liabilities)
 carried at carried at
January 31, 2011 amortized cost fair value

  Carrying  Carrying
 Maturity amount Fair value amount

Cash Short-term $ 31,231 $ 31,231  $ –

Accounts receivable Short-term  70,180  70,180  –

Other financial assets Long-term  3,898  3,898   –

Accounts payable and accrued liabilities Short-term  (116,773)  (116,773)  –

Financial derivative instruments (1) Long-term  –  –   1,286

Current portion of long-term debt Short-term  (68,257)  (68,257)  –

Long-term debt (1) Long-term  (125,625)  (127,275)  –

(1) These items total $124,339 which comprise the carrying amount of long-term debt (Note 11)
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 January 31, 2012 January 31, 2011 February 1, 2010

Current portion of 
long-term debt  $ 629 $ 68,257  $ 56,651

Long-term debt    175,263  124,339   152,519

Total debt $  175,892 $ 192,596 $  209,170

Total equity $  283,709 $ 286,475 $  281,553

Debt-to-equity ratio   0.62  0.67  0.74

(b) Financial covenants As a result of borrowing agreements 
entered into by the Company, there are certain financial 
covenants that must be maintained. Financial covenants 
include a fixed charge coverage ratio, minimum current ratio, 
a leverage test and a minimum net worth test. Compliance 
with financial covenants is reported quarterly to the Board of 
Directors.  During the years ended January 31, 2012 and 2011, 
the Company is in compliance with all financial covenants. Other 
than the requirements imposed by these borrowing agreements 
and solvency tests imposed by the CBCA, the Company is not 
subject to any externally imposed capital requirements.
Capital management objectives are reviewed on an annual 
basis. The capital management objectives were substantially 
unchanged for the year ended January 31, 2012.

15. ShARE CAPITAL

The Arrangement (Note 1) was effective on January 1, 2011, 
resulting in the conversion of the Fund’s income trust structure 
into a dividend paying publicly-traded share corporation. For 
each unit of the Fund held, unitholders received one common 
share of the Company.
 The Company is considered to be a continuation of the 
Fund following the continuity of interests method of accounting.  
As such, the carrying amounts of assets, liabilities and 
unitholders’ equity in the consolidated financial statements 
of the Fund immediately before the conversion were the same 
as the carrying values of the Company immediately after the 
conversion.

Authorized – The Company has an unlimited number of shares.

 Shares Jan. 31, 2012 Shares Jan. 31, 2011

Issued and 
outstanding 48,378,000 $  165,133 48,378,000 $  165,133

16. ExPENSES By NATURE

 Year Ended January 31, 2012  January 31, 2011

Employee costs (Note 17) $  210,893  $  202,177

Amortization   36,572  35,492

Operating lease rentals   23,391  22,952

Foreign exchange (gain)/loss  20   62 

17. EMPLOyEE COSTS

 Year Ended January 31, 2012  January 31, 2011

Wages, salaries and benefits including bonus $  201,761  $  193,169

Post-employment benefits   4,406  4,601

Share-based compensation (Note 13)   4,726  4,407

Included in the above are the following amounts
     in respect of key management compensation: 

Wages, salaries and benefits including bonus  $ 3,893  2,476

Post-employment benefit expense   420  380

Share-based compensation  2,777   2,563 

Key management personnel are those individuals who have 
the authority and responsibility for planning, directing and 
controlling the activities of the Company. The Company’s key 
management personnel are comprised of the Board of Directors, 
Chief Executive Officer, and the four senior officers.

18. INTEREST ExPENSE

 Year Ended January 31, 2012  January 31, 2011

Interest on long-term debt $  6,484  $  6,299

Fair value movement of derivative financial

    instruments in effective fair value

    hedging relationships   (10)  (70)

Expected return on pension plan assets   (3,777)  (3,523)

Interest on pension plan liabilities   3,734  3,753

Interest income   (244)  (352)

Less: interest capitalized  (161)   (30) 

Interest expense $ 6,026  $ 6,077 

19. dIvIdENdS

The following is a reconciliation of the dividends and 
distributions recorded in retained earnings to those paid in cash:

Year Ended January 31, 2012  January 31, 2011

Dividends/distrubutions recorded in

    retained earnings $  46,443  $  70,150

Special distribution paid February 18, 2011 to

    unitholders of record on December 31, 2010   4,354  (4,354)

Special distribution paid February 19, 2010 to   

    unitholders of record on December 31, 2009  -  2,904 

Dividends/distributions paid in cash $ 50,797  $ 68,700

Dividends/distributions per share/unit $ 1.05  $ 1.42 

The payment of dividends on the Company’s common shares 
is subject to the approval of the Board of Directors and is based 
upon, among other factors, the financial performance of the 
Company, its current and anticipated future business needs, and 
the satisfaction of solvency tests imposed by the CBCA for the 
declaration of dividends. Dividends are recognized as a liability 
in the consolidated financial statements in the year in which the 
dividends are approved by the Board of Directors.  
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 The declaration of distributions from the Fund was subject 
to the terms of the Fund’s Declaration of Trust and the discretion 
of the Board of Trustees.
 On March 16, 2012, the Board of Directors declared a 
dividend of $0.26 per common share payable April 16, 2012 to 
shareholders of record as of the close of business on March 30, 
2012.

20. NET EARNINGS PER ShARE

Basic net earnings per share is calculated based on the 
weighted-average shares outstanding during the year. The 
diluted net earnings per share takes into account the dilutive 
effect of all potential ordinary shares. The average market value 
of the Company’s shares for purposes of calculating the dilutive 
effect of share options was based on quoted market prices for 
the period that the options were outstanding.

($ and shares in thousands, except earnings per share)

Year Ended January 31, 2012  January 31, 2011

diluted earnings per share calculation:

    Net earnings for the year (numerator

        for basic earnings per share) $  57,961  $  69,656

    After-tax interest cost of

        Unit Purchase Loan Plan   -  51

Numerator for diluted earnings per share $  57,961  $  69,707

    Weighted-average shares outstanding

        (denominator for basic earnings

        per share)   48,378  $  48,180

    Dilutive effect of share-based compensation   147  332

Denominator for diluted earnings per share   48,525    48,512

Basic earnings per share  $ 1.20  $  1.45

Diluted earnings per share  $ 1.19 $ 1.44

21. OPER ATING LEASE COMMITMENTS

The Company leases various retail stores, offices, warehouses and equipment under non-cancellable operating leases. The leases have 
varying terms, escalation clauses and renewal rights.  The future minimum lease payments are as follows:

Year Ended January 31, 2012 January 31, 2011

 Land and building Other leases Land and buildings Other leases

Due within 1 year $ 23,636  $ 738  $ 21,498 $ 455

Within 2 to 5 years inclusive  67,950   1,015  65,068  505

After 5 years  55,792   -  58,056  -

22 . COMMITMENTS, CONTINGENCIES ANd 
 GUAR ANTEES

Commitments
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 
January 31, 2012, the Company has opened 36 Giant Tiger stores 
and is in compliance with all terms of the agreement.

Contingencies
In the ordinary course of business, the Company is subject to 
audits by tax authorities. While the Company believes that its 
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.
 The Company is involved in various legal matters arising in 
the normal course of business. The occurrence of the confirming 
future events is not determinable or it is not possible to 
determine the amounts that may ultimately be assessed against 
the Company. The resolution of these matters is not expected 
to have a material adverse effect on the Company’s financial 
position, results of operations or cash flows.

Guarantees
The Company has provided the following significant guarantees 
to third parties:
 The Company has entered into indemnification agreements 
with its current and former directors and officers to indemnify 
them, to the extent permitted by law, against any and all charges, 
costs, expenses, amounts paid in settlement and damages 
incurred by the directors and officers as a result of any lawsuit or 
any judicial, administrative or investigative proceeding in which 
the directors and officers are sued as a result of their service.  
These indemnification claims will be subject to any statutory or 
other legal limitation period. The nature of the indemnification 
agreements prevents the Company from making a reasonable 
estimate of the maximum potential amount it could be required 
to pay to counterparties. The Company has purchased director 
and officer liability insurance. No amount has been recorded in 
the financial statements with respect to these indemnification 
agreements.
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Transition elections
The requirements for the first time adoption of IFRS are set 
out in IFRS 1. Generally, the Company is required to determine 
its IFRS accounting policies and to apply these retrospectively.  
Due to cost and/or practical considerations, retrospective 
application is not always possible. Accordingly, IFRS 1 delineates 
certain mandatory exceptions and optional exemptions from 
restrospective application. The requirements of IFRS 1 most 
applicable to the Company are as follows:

Employee benefits  A first time adopter must either recalculate 
its actuarial gains and losses at changeover in accordance with 
the requirements of IAS 19, Employee Benefits or immediately 
recognize all cumulative actuarial gains and losses through 
opening retained earnings. The Company has applied this 
exemption and all unrecognized actuarial gains and losses have 
been recognized in opening retained earnings as at February 
1, 2010.  In addition, the Company has elected to disclose all 
employee benefit plan historical disclosures required under IAS 
19 for fiscal years subsequent to the transition to IFRS.

Cumulative translation account  This exemption permits 
reclassification of all cumulative translation differences at 
the transition date from other comprehensive income to 

23. SUBSIdIARIES ANd JOINTLy CONTROLLEd ENTITIES

The Company’s principal operating subsidiaries are set out below:

  Proportion of voting
  rights held by:

  Country of
 Activity Organization Company Subsidiary

NWC GP Inc. General Partner Canada  100%

North West Company Holding Inc. Holding Company Canada 100%

The North West Company LP Retailing Canada 100% (less one share)

NWC (U.S.) Holding Inc. Holding Company United States  100%

The North West Company (International) Inc. Retailing United States  100%

The North West Company Cooperatie U.A. Finance Company Netherlands  100%

The investment in jointly controlled entities comprises a 50% interest in a Canadian Arctic shipping company, Transport Nanuk Inc.    
The Company’s share of its earnings for the year ended January 31, 2012 and 2011 was $797 and $748 respectively. At January 31 2012, 
the Company’s share of the net assets of its jointly controlled entity amount to $7,646 (January 31, 2011 - $6,878), comprised assets of 
$9,227 (January 31, 2011 - $10,002) and liabilities of $1,581 (January 31, 2011 - $3,124).
 During the course of the year the Company purchased freight handling and shipping services from Transport Nanuk Inc. and 
its subsidiaries in the amount of $7,144 (January 31, 2011 - $6,621). The contract terms are based on market rates for these types of 
services on similar arm’s length transactions. 

24 . TR ANSITION TO IFRS

For all periods up to and including the year ended January 
31, 2011, the Company prepared its consolidated financial 
statements in accordance with Canadian GAAP. These 
consolidated financial statements, for the year ended January 31, 
2012, are the first annual consolidated financial statements the 
Company has prepared under IFRS.
 The accounting policies set out in Note 3 have been applied 
in preparing the consolidated financial statements for the year 
ended January 31, 2012, the comparative information presented 
in these consolidated financial statements for the year ended 
January 31, 2011 and the preparation of an opening IFRS balance 
sheet as at February 1, 2010 (the Company’s date of transition). 
 In preparing its opening IFRS balance sheet, the Company 
has adjusted amounts reported previously in consolidated 
financial statements prepared in accordance with Canadian 
GAAP based on IFRS 1, First-time Adoption of International 
Financial Reporting Standards (IFRS 1), elections and exceptions 
and IFRS policy choices. An explanation of how the transition 
from Canadian GAAP to IFRS has affected the Company’s 
financial position, financial performance and cash flows is set 
out in the following tables and notes that accompany these 
tables.

 In the normal course of operations, the Company provides 
indemnification agreements to counterparties for various events 
such as intellectual property right infringement, loss or damages 
to property, claims that may arise while providing services, 
violation of laws or regulations, or as a result of litigation that 
might be suffered by the counterparties. The terms and nature of 
these indemnification agreements prevents the Company from 
making a reasonable estimate of the maximum potential amount 
it could be required to pay to counterparties. No amount has 
been recorded in the financial statements with respect to these 
indemnification agreements.
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retained earnings. The Company has applied this exemption 
and the historical balance recorded as accumulated other 
comprehensive income was so transferred.

Fair value as deemed cost  A choice is available between: 
measuring property and equipment at either its fair value at the 
date of transition and using those values as deemed cost; or 
using amortized historical cost determined in accordance with 
IAS 16, Property, Plant and Equipment. This election applies to 
individual assets and it has been selectively applied.

Business combinations IFRS 3, Business Combinations may 
be applied retrospectively, effectively restating all business 
combinations in accordance with IFRS or by restating business 
combinations after a selected date. The Company has applied 
IFRS 3 prospectively from the date of transition.  Goodwill and 
intangible assets arising on business combinations prior to the 
date of transition were not adjusted from the carrying value 
previously determined under Canadian GAAP. 
 The Company evaluated whether assets acquired and 
liabilities assumed met the recognition criteria in the relevant 
IFRS standard, and whether there were any assets acquired or 
liabilities assumed that were not recognized under Canadian 
GAAP for which recognition would be required under IFRS.  The 
Company applied the requirements of IFRS to assets acquired 
and liabilities assumed in business combinations which resulted 
in no change to the carrying value of goodwill generated from 
business combinations occurring prior to the Company’s date of 
transition.

Borrowing costs  This exemption allows the Company to 
adopt IAS 23, Borrowing Costs prospectively. The Company 
will capitalize borrowing costs on qualifying assets where 
the commencement date for capitalization is on or after the 
Company’s date of transition.

Estimates  IFRS 1 stipulates a mandatory exemption from 
retrospective application of IFRS as it pertains to the use of 
estimates. Estimates made in accordance with IFRS at the 
changeover date and in the comparative period of the first IFRS 
financial statements are consistent with those determined 
under Canadian GAAP. The use of hindsight is not permitted 
and was not used to adjust estimates made in the past under 
Canadian GAAP, nor was there any evidence that previously 
made estimates were in error. The adjustments made in this note 
reflect differences in accounting policies between the two bases 
of accounting.  

hedging  To achieve hedge accounting at the transition date, 
the hedging relationship must meet the requirements of IAS 
39, Financial Instruments: Recognition and Measurement and 
be formally documented. The Company has hedged the fair 
value of a portion of its floating rate debt and also the foreign 
exchange exposure from its net investment in its U.S. foreign 
operations. These hedging relationships were fully documented 
and designated at the transaction dates under Canadian GAAP 
and satisfied the hedge accounting criteria under IFRS at the 
Company’s date of transition.



3 0  T H E N O RT H W E S T CO M PA N Y I N C .  2 0 1 1

Reconciliation of Consolidated Balance Sheets 

 CDN   CDN  
 Note GAAP ADJ IFRS GAAP ADJ IFRS

 January 31, 2011 February 1, 2010 

CURRENT ASSETS

    Cash   31,231 - 31,231 27,278 - 27,278

    Accounts Receivable  70,180 - 70,180 71,767 - 71,767

    Inventories  177,019 - 177,019 177,877 - 177,877

    Prepaid expenses  6,359 - 6,359 4,786 - 4,786

    Future income taxes (h) 4,514 (4,514) - 4,135 (4,135) -

  289,303 (4,514) 284,789 285,843 (4,135) 281,708

NON-CURRENT ASSETS

    Property and equipment  (a) 256,454 3,129 259,583 258,928 3,099 262,027

    Goodwill (b) 26,241 - 26,241 28,593 - 28,593

    Intangible assets (b) 17,147 - 17,147 18,332 - 18,332

    Deferred tax assets (h) 4,342 12,675 17,017 5,852 20,895 26,747

    Other assets (c) 26,995 (15,184) 11,811 26,252 (15,139) 11,113

  331,179 620 331,799 337,957 8,855 346,812

TOTAL ASSETS  620,482 (3,894) 616,588 623,800 4,720 628,520

CURRENT LIABILITIES

    Accounts payable and accrued liabilities  116,773 - 116,773 113,407 - 113,407

    Current portion of long-term debt  68,257 - 68,257 56,651 - 56,651

    Income tax payable  347 - 347 1,888 - 1,888

  185,377 - 185,377 171,946 - 171,946

NON-CURRENT LIABILITIES

    Long-term debt   124,339 - 124,339 152,519 - 152,519

    Provisions (d) - 3,784 3,784 - 3,616 3,616

    Defined benefit obligation (c) - 9,000 9,000 - 10,957 10,957

    Deferred tax liabilities (h) - 2,587 2,587 - 1,521 1,521

    Other long-term liabilities (e) 8,269 (3,243) 5,026 9,409 (3,001) 6,408

  132,608 12,128 144,736 161,928 13,093 175,021

TOTAL LIABILITIES  317,985 12,128 330,113 333,874 13,093 346,967

SHAREHOLDERS’ EQUITY

    Share capital   165,133 - 165,133 165,133 - 165,133

    Unit Purchase Loan Plan  - - - (6,428) - (6,428)

    Contributed surplus (e) 2,156 335 2,491 1,569 - 1,569

    Retained earnings (f) 131,969 (12,230) 119,739 125,525 (4,246) 121,279

    Accumulated other 

        comprehensive income (g) 3,239 (4,127) (888) 4,127 (4,127) -

TOTAL EQUITY  302,497 (16,022) 286,475 289,926 (8,373) 281,553

TOTAL LIABILITIES & EQUITY  620,482 (3,894) 616,588 623,800 4,720 628,520
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Reconciliation of Consolidated Statements of Earnings 

    CDN 

(1)  
 Note    GAAP ADJ IFRS

  year Ended
  January 31, 2011 

SALES     1,448,104 - 1,448,104

Cost of sales     (1,034,772) - (1,034,772)

Gross profit     413,332 - 413,332

Selling, operating and administrative expenses (i)    (323,522) 462 (323,060)

Earnings from operations (i)    89,810 462 90,272

Interest expense (j)    (5,875) (202) (6,077)

Earnings before income taxes     83,935 260 84,195

Provision for income taxes (h)    (7,341) (7,198) (14,539)

NET EARNINGS FOR ThE yEAR     76,594 (6,938) 69,656

(1) In preparing the 2010 comparative information, certain Canadian GAAP financial statement components have been reclassified to conform with the presentation 
requirements of IFRS.  A reconciliation of the consolidated statement of earnings format prescribed under Canadian GAAP to the one prescribed by IFRS has been 
provided in Note 24(l)

Reconciliation of Consolidated Statements of Comprehensive Income 

    CDN  
 Note    GAAP ADJ IFRS

  year Ended
  January 31, 2011 

NET EARNINGS FOR ThE yEAR     76,594 (6,938) 69,656

Other comprehensive income/(expense):

    Exchange differences on translation of foreign     

        controlled subsidiaries, net of tax     (888) - (888)

    Actuarial gains/(losses) on defined benefit 

        plans, net of tax  (c)   - (1,046) (1,046)

Total other comprehensive income, net of tax    (888) (1,046) (1,934)

COMPREhENSIvE INCOME FOR ThE yEAR    75,706 (7,984) 67,722

The impact of the adjustments below on deferred tax is set out 
in Note h.

(a) Property and equipment    The Company has elected under 
IFRS 1 to use the fair value of certain property as its deemed cost 
on transition to IFRS. Under Canadian GAAP these assets were 
carried at their original cost less accumulated amortization. The 
effect of this election is to increase property and equipment and 
retained earnings by $2,813.  
 The adjustment to property and equipment also includes 
$286 arising from a measurement difference on the asset 
retirement obligation (Note d) and $30 of capitalized borrowing 
costs directly attributable to the construction of a qualifying 
asset that was expensed under Canadian GAAP (Note j). The 
estimated impact of these changes is reconciled as follows:

 January 31, 2011  February 1, 2010

Increase due to:

    IFRS 1 fair value election $ 2,813 $ 2,813

    Decommissioning obligation  286  286

    Borrowing costs  30  -

Total adjustment $ 3,129 $ 3,099

(b) Goodwill and intangible assets    The Company has elected 
to apply IFRS 3 prospectively from the date of transition. 
No adjustments to goodwill and intangible assets arising on 
business combinations prior to the date of transition were 
identified related to the carrying value previously determined 
under Canadian GAAP.

(c) Defined benefit plan obligation    The Company has elected to 
immediately recognize all cumulative actuarial gains and losses 
through opening retained earnings. The effect is to eliminate 
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(e) Other long-term liabilities    As described in Note 13, the 
Company has granted options to certain employees of the 
Company.  IFRS 2, Share-based Payments requires these liability 
awards to be measured at the grant date, and each subsequent 
reporting period, using a fair value model. This differs from 
Canadian GAAP whereby these liability awards were measured 
using the intrinsic value, which is based on the market price of 
the Company’s shares.  
 In addition to this measurement change, IAS 37, Provisions, 
Contingent Liabilities and Contingent Assets and IFRS 2 require 
certain obligations to be classified separately from other long-
term liabilities.  As a result both the decommissioning and 
share-based payments obligations have been reclassified to 
provisions and contributed surplus respectively.  The estimated 
impact of these changes is reconciled as follows:

 January 31, 2011  February 1, 2010

Net decrease due to:

    Change in share-based payments $ 335 $ 74

    Reclassification of

        decommissioning obligation  (3,243)  (3,075)

    Reclassification of share-based 

        payments obligation  (335)  -

Other long-term liabilities adjustment $ (3,243) $ (3,001)

(f) Retained earnings    A reconciliation of the adjustments 
the Company has applied to retained earnings to effect the 
transition from Canadian GAAP to IFRS is as follows:

 Note January 31, 2011  February 1, 2010

RETAINEd EARNINGS, Canadian GAAP $ 131,969 $ 125,525

Adjusted by:

    Property and equipment (a)  3,129  3,099

    Defined benefit plans (c)  (24,184)  (26,096)

    Provisions (d)  (541)  (541)

    Other long-term liabilities (e)  (335)  (74)

    AOCI adjustments (g)  4,127  4,127

    Deferred taxes (h)  5,574  15,239

Transition adjustment   (12,230)  (4,246)

RETAINEd EARNINGS, IFRS  $ 119,739 $ 121,279

the accrued employee future benefit asset under Canadian 
GAAP and to record a liability for defined benefit plans with 
a corresponding decrease in retained earnings. The defined 
benefit plan liability represents the difference between the fair 
value of plan assets and the benefit obligation.  
 IAS 19 permits an entity to make an accounting policy 
choice regarding the treatment of actuarial gains and losses.  
These choices include deferred recognition using the corridor 
method or immediate recognition in either equity through other 
comprehensive income or net earnings. Under Canadian GAAP 
the Company applied the corridor method. The Company has 
elected to recognize actuarial gains and losses on its defined 
benefit pension plans through other comprehensive income.  
The recognized actuarial gains and losses are presented in 
retained earnings.
 The estimated impact of these changes is reconciled as 
follows:

 January 31, 2011  February 1, 2010

Net decrease due to:

    IFRS 1, cumulative actuarial losses $ (26,096) $ (26,096)

    Employee benefit expense differential  491  -

    Actuarial gains  1,421  -

    Total retained earnings adjustment  (24,184)  (26,096)

    Portion applied to other assets  15,184  15,139

Defined benefit plans adjustment $ (9,000) $ (10,957)

These changes resulted in an increase to earnings of $491 
for the year ended January 31, 2011. An increase to other 
comprehensive income of $1,421 (decrease of $1,046 net of tax) 
was also required for the year ended January 31, 2011.  

(d) Provisions    Under Canadian GAAP, an asset retirement 
obligation (decommissioning provision) was recorded in respect 
of the Company’s obligation to restore certain facilities to their 
original condition. Under IAS 37, Provisions, Contingent Liabilities 
and Contingent Assets, changes in the discount rate used to 
measure the liability result in its revaluation.  Under Canadian 
GAAP, only changes to the estimate resulting in increases in the 
liability are discounted at the current interest rate.  IAS 37 also 
requires certain of these obligations to be classified separately 
from accrued liabilities.
 Changing the discount rate at transition results in an 
increase to provisions of $541 and an increase to property and 
equipment of $286 (Note a) at February 1, 2010. The estimated 
impact of these changes is reconciled as follows:

 January 31, 2011  February 1, 2010

Increase due to:

    Change in discount rate $ 541 $ 541

    Reclassification of    

        decommissioning obligation  3,243  3,075

Provisions adjustment $ 3,784 $ 3,616
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(g) Accumulated other comprehensive income (AOCI)
The Company has elected to reset all cumulative translation 
differences that arose prior to the date of transition to IFRS in 
respect of all foreign entities to $NIL at the date of transition.  
The effect is to decrease accumulated other comprehensive 
income by $4,127 for all period ends presented, and to increase 
retained earnings by these same amounts.  
 A reconciliation of the adjustments the Company has 
applied to AOCI to effect the transition from Canadian GAAP to 
IFRS is as follows:

 Note January 31, 2011  February 1, 2010

AOCI, Canadian GAAP  $ 3,239 $ 4,127

    Cumulative translation

        account adjustment (f)  (4,127)  (4,127)

AOCI, IFRS  $ (888) $ -

(h) Deferred taxes    Changes to tax reporting are predominantly 
caused by adjustments to the accounting basis of assets and 
liabilities under IFRS, the classification of all deferred tax assets 
and liabilities as “long-term”, and differing tax rates applicable to 
mutual fund trusts.
 From February 1, 2010 through December 31, 2010, the 
organization was structured as an income trust. During this 
period, deferred tax assets and liabilities must be calculated 
using the highest marginal tax rate of the Fund, which is 46.4%.  
A significant portion of this increase reversed through the 
statement of earnings as deferred tax expense in the 2010 fourth 
quarter comparative numbers as a result of the conversion to a 
share corporation and the application of corporate tax rates to 
calculate deferred tax assets. The impact of these changes is as 
follows:

 Note January 31, 2011  February 1, 2010

Property and equipment (a) $ (459) $ (451)

Defined benefit pension plans (c)  6,465  6,952

Property provisions (d)  151  144

Application of undistributed

    tax rate   -  9,157

Other differences   (583)  (563)

Net deferred tax adjustment   5,574  15,239

Reclassification of current deferred taxes  4,514  4,135

  $ 10,088 $ 19,374

Disclosed as:

Deferred tax assets  $ 12,675 $ 20,895

Deferred tax liabilities   (2,587)  (1,521)

  $ 10,088 $ 19,374

For the year ended January 31, 2011 these differences increased 
deferred income tax expense recognized in net earnings by 
$7,198.  

(i) Selling, operating and administrative expenses    The Company 
has made an accounting policy choice under IAS 19, Employee 
Benefits to disaggregate defined benefit pension costs on the 
consolidated statement of earnings, and present the interest 
and expected return on asset components of total pension cost 
within interest expense.  
 The effect at January 31, 2011 has been to reclassify interest 
expense on the defined benefit obligation of $3,753 and interest 
income on plan assets of $3,523 out of selling, operating and 
administrative expenses and into interest expense. In addition to 
this $230 net expense reclassification, an actuarially determined 
reduction to our pension expense and an increase in our share-
based payments charge are combined to produce a net decrease 
in selling, operating and administrative expenses of $462.

(j) Interest expense    Under Canadian GAAP all interest was 
expensed as incurred. Under IFRS, borrowing costs directly 
attributable to the acquisition or construction of an asset that 
necessarily takes a substantial period of time to get ready for 
its intended use (qualifying assets) are capitalized as part of 
the respective asset. The effect is to increase property and 
equipment by $30 with a corresponding decrease in interest 
expense for the year ended January 31, 2011. This adjustment 
has been combined with the net interest expense reclassification 
described in Note (i) to arrive at the total increase in interest 
expense at January 31, 2011 of $202.

(k) Statement of cash flows    The transition from Canadian 
GAAP to IFRS has not had a material impact on the statement of 
cash flows.

(l) Prescribed format    Under Canadian GAAP, selling and 
administrative expenses were presented with cost of sales and 
amortization was presented separately on the consolidated 
statements of earnings. Under IFRS, the Company’s expenses 
have been presented by function. To conform with the 
prescribed presentation, the Company has reclassified 
these amounts. A reconciliation of amounts presented in the 
financial statements reported under the previous GAAP to the 
comparable IFRS presentation is provided on the following page.



 CDN Format CDN

Format under Canadian GAAP GAAP ADJ GAAP Format under IFRS

  January 31, 2011

SALES $ 1,448,104 $ - $ 1,448,104 SALES

Cost of sales, selling and administrative 

    expenses  (1,322,802) 288,030  (1,034,772) Cost of sales

Net earnings before amortization, interest

    and income taxes  125,302   413,332 Gross profit

Amortization  (35,492) 35,492  -

      Selling, operating and

   (323,522)  (323,522) administrative expenses

  89,810 -  89,810 Earnings from operations

Interest  (5,875) -  (5,875) Interest expense

  83,935 -  83,935 Earnings before income taxes

Provision for income taxes  (7,341) -  (7,341) Provision for income taxes

NET EARNINGS FOR ThE yEAR $ 76,594 $ - $ 76,594 NET EARNINGS FOR ThE yEAR
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Nor’Westers are associated with the vision, perseverance, and 
enterprising spirit of the voyageurs who pushed past limits to 
further our Company’s growth during the fur trade.  We trace our 
roots to 1668, and the establishment of one of North America’s 
early trading posts at Waskaganish on James Bay.  Today, we 
continue to embrace this pioneering culture as true “frontier 
merchants.”


