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CERTIFICATION OF INTERIM FILINGS aepn e -3 A3
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|, EDWARD S. KENNEDY, President & Chief Executive Officer of North West Company
Fund, certify that:

1. | have reviewed the interim filings (as this term is defined in Multilateral
Instrument 52-109 Certification of Disclosure in Issuers’ Annual and Interim
Filings) of North West Company Fund (the issuer) for the interim period ended
July 31, 2008;

2. Based on my knowledge, the interim filings do not contain any untrue statement
of a material fact or omit to state a material fact required to be stated or that is
necessary to make a statement not misieading in light of the circumstances
under which it was made, with respect to the period covered by the interim filings;

3. Based on my knowledge, the interim financial statements together with the other
financial information included in the interim filings fairly present in all material
respects the financial condition, results of operations and cash flows of the
issuer, as of the date and for the periods presented in the interim filings; and

4. The issuer's other certifying officers and | are responsible for establishing and
maintaining disclosure controls and procedures and internal control over financial
reporting for the issuer, and we have:

(a) designed such disclosure controls and procedures, or caused them to be
designed under our supervision, to provide reasonable assurance that
material information relating to the issuer, including its consolidated
subsidiaries, is made known to us by others within those entities,
particularly during the period in which the interim filing are being prepared,
and

(b)  designed such internal control over financial reporting, or caused it to be
designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with the issuer's
GAAP; and

5. | have caused the issuer to disclose in the interim MD&A any change in the
issuer’s internal control over financial reporting that occurred during the issuer's
most recent interim period that has materially affected, or is reasonably likely to
materially affect, the issuer's internal control over financial reporting.

Date: September 11, 2008

"Edward S. Kennedy”

Edward S. Kennedy
President & Chief Executive Officer
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[, LEO P. CHARRIERE, Executive Vice-President & Chief Financial Officer of North
West Company Fund, certify that:

1. | have reviewed the interim filings (as this term is defined in Multilateral
Instrument 52-109 Certification of Disclosure in Issuers’ Annual and Interim
Filings) of North West Company Fund (the issuer) for the interim period ended
July 31, 2008;

2. Based on my knowledge, the interim filings do not contain any untrue statement
of a material fact or omit to state a material fact required to be stated or that is
necessary to make a statement not misleading in light of the circumstances
under which it was made, with respect to the period covered by the interim filings;

3. Based on my knowledge, the interim financial statements together with the other
financial information included in the interim filings fairly present in all material
respects the financial condition, results of operations and cash flows of the
issuer, as of the date and for the periods presented in the interim filings,; and

4. The issuer's other certifying officers and | are responsible for establishing and
maintaining disclosure controls and procedures and internal control over financial
reporting for the issuer, and we have:

(a) designed such disclosure controls and procedures, or caused them to be
designed under our supervision, to provide reasonable assurance that
material information relating to the issuer, including its consolidated
subsidiaries, is made known to us by others within those entities,
particularly during the period in which the interim filing are being prepared;
and

(b)  designed such internal control over financial reporting, or caused it to be
designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with the issuer's
GAAP; and

5. | have caused the issuer to disclose in the interim MD&A any change in the
issuer's internal control over financial reporting that occurred during the issuer's
most recent interim period that has materially affected, or is reasonably likely to
materially affect, the issuer’s internal control over financial reporting.

Date: September 11, 2008

“Léo P. Charriere”

Léo P. Charriére
Executive Vice-President & Chief Financial Officer
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July 31 July 31 January 31

(unaudited, $ in thousands) 2008 2007 2008
ASSETS
Current assels

Cash % 21,229 $ 28,509 $ 21,732

Accounts receivable 62,251 62,541 62,759

Inventories (Note 2) 174,025 139,364 162,481

Prepaid expenses 6,869 4,944 3,604

Future income taxes 2,402 2,163 3,485
Total Current Assets 266,776 237.521 254,061
Property and equipment 225188 187,371 227,974
Other assets 21,019 19,097 19,033
Goadwili 31,851 - 26,882
Future income taxes 2,811 7,468 1,720
Total Assets $ 547,645 $ 451 457 $ 529,670
LIABILITIES
Current liabilities

Bank advances and short-term notes (Note 3) $ 9,484 $ 61,762 $ 4,336

Accounts payable and accrued liabilities 92,480 69,000 109,877

Income taxes payable 759 6,508 2,053

Current portion of long-term debt (Note 4) 40,961 18,280 18,633
Total Current Liabilities 143,684 155,550 134,899
Long-term debt (Note 4) 142,095 42,540 136,864
Asset retirement obligations 1,572 1,560 1,606
Total Liabilities 287,351 199,650 273,369
EQUITY
Capital 165,133 165,205 165,133
Unit purchase loan plan (Note 6) (11,519) {12,544) (12,342)
Contributed surplus 970 ‘970 g70
Relained earnings 103,114 85,118 100,526
Accumulated other comprehensive income (Note B) 2,596 3,058 2,014
Total Equity 260,294 251,807 256,301
Total Liabilities and Equity $ 547,645 5 451,457 $ 529,670

See accompanying notes 1o consolidated financial statements.

r



CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS

Three Months Three Months  Six Months Six Months
Ended Ended Ended Ended
July 31 July 31 July 31 July 31
{unaudited, $ in thousands) 2008 2007 2008 2007
SALES $ 342,358 % 256,414 § 657,826 % 490,765
Cost of sales, selling and administrative expenses {311,716) {230,429) {601,262} {443,178)
Net eamings before amortization, inlerest and income taxes 30,642 25,985 56,564 47,587
Amortization {7,729) {6,397) {15,518) {13,046)
22913 19,588 41,046 34,541
Interest {1,977) (1.559) {4,125) (3,208)
20,936 18,029 36,921 31,333
Provision for income laxes (2,602) {3,183) {3,252) {5,680)
NET EARNINGS FOR THE PERIOD $ 18,434 % 14846 § 33,669 % 25,653
Retained eamings, beginning of period
as previously reported 100,161 93,334 100,626 93,253
Accounting policy changes (Note 2) - - {119) {83)
Retained earnings, as restated 100,161 93,334 100,407 83,170
Distributions {Nota 10) (15,481) (13,082) {30,962) {23,705)
RETAINED EARNINGS, END OF PERIOD $ 103,414 § 85118 $ 103,114 § 95,118
NET EARNINGS PER UNIT
Basic 5 033 § 031 § 0.71 0.54
Dituted 5 038 § 030 § 0.70 % 0.53
Weighled Average Number of Units Outstanding (000's)
Basic 47,721 47 629 47,715 47,616
Diluted 48,427 48 408 48,424 48,405
Ses actompanying notes to consofidated financial statements.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Three Months Three Months  Six Months Six Months
Ended Ended Eaded Ended
July 31 July 31 July 31 July 31
{unaudited, 3 in thousands) 2008 2007 2008 2007
NET EARNINGS $ 18434 § 14846 33669 % 25,653
Unrealized gains (losses) on translation of financial
stalemants from a self sustaining operation in U.S. dollar
functional currency to Canadian dollar reporting currency 394 (647) 582 {1,624)
Other comprehensive income (loss) (Note 8) 394 {647) 582 (1.624)
COMPREHENSIVE INCOME $ 18,828 $ 14,199 § 34,251 § 24,029

See accompanying notes o consoiidated financial statements.



CONSOLIDATED STATEMENTS OF CASH FLOWS

{unaudited, $ in thousands)
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Three Months Three Months  Six Months Six Months

Ended Ended Ended Ended
July 31 July 31 July 31 July 31
2008 2007 2008 2007

CASH PROVIDED BY (USED IN)
Operating Activities
Net earnings for the period
Non-cash items

$ 18,434 3 14,846 § 33,669 § 25,683

Amartization 7.72% 6,397 15,518 13,046
Future income taxes 650 (501} 156 (727)
Unit purchase loan plan compensation (Note 7) - 280 - 587
Amortization of deferred financing costs 45 45 53 83
Loss on disposal of praperty and equipment (5) (21} 10 461
26,854 21,047 49,4456 39,113
Change in non-cash working capitat (4,879) {11,015} {25,407) (8,055)
Change in other non-cash items (2,363) {529) (2,220) {261)
Operating activities 19,612 9,503 21,819 30,797
Investing Activities
Business acquisition (Note 13) - - (6,190) -
Purchase of property and equipment {7,073} {9,158) (13,768) (14,902)
Proceeds from disposal of property and equipment T4 26 3,282 133
Investing activitias {6,999) (9,172} {16,676) (14,769)
Financing Activities
Change in bank advances and short-term notes (74) 27,873 4,966 40,181
Net repayments (purchases) under unit purchase loan plan 504 165 823 (1,051)
Increase in long-term debt 20,200 - 43,525 -
Repayment of long-term debt (18,092) (20,186) (18,193) {20,206)
Distributions {Note 10) {15,481) (13,062) {36,767) (28,543)
Financing activities {12,943) (5,210} {5,6456) {9,619)
NET CHANGE IN CASH $ (330) 3 {4,879) $ (503) & 6,409
Cash, beginning of period 21,559 33,388 21,732 22,100

CASH, END OF PERIOD

$ 21,223 3 28509 $ 21,228 § 28,503

Supplemental disclosure of cash paid for;
Interest expense
Income taxes

3,206 5 3457 § 4,468 5 3,853
3,382 5 2147 % 4,397 & 3,473

L

See aocompanying noles to consofidated financial siatements.



North West Company Fund 2008 Second Quarter Report

NOTES TO THE UNAUDITED INTER!IM PERIOD CONSOLIDATED FINANCIAL STATEMENTS

1.

[A )

Accounting Presentstions and Disclosures

The unaudited interim period consolidated financial slalements have been prepared in accordance with Canadian generally accepted
accounting principtes (GAAP), These interim financial statements follow ihe same accounting poficies and their melhods of application as

the: 2007 annual financial statements, except a5 described in Nole 2. Nol all disclosures required by generally accepled accounting principlas
for annual financial stalemenis are presented, and accordingly, the interim financial statements should ba read in conjunction with

the audited annual consalidaled finandial statements and the accompanying notes included in the North West Company Fund's

2007 Management's Discussion & Analysis and Consolidated Financial Statemenis reporl.  All amounts are expressed in Canadian doflars
unless otherwise noted.

. Accounting Policy Changes

Inventories

Effective February 1, 2008 the Company adopled the new accounting standard issued by the Canadian Inslitute of Charlered Accountants

{GICA) section 3031 tnvenlories which is effective for intarim and annual financia! statements for fiscal years beginning on or afler Oclaber 1, 2007.
Section 3021 provides guidance on the determination of cost and requires inventories to be measured at the ower of cost and net realizable value.
The cost of inventortes Includes the cost {o purchase and other cosls Incusred in bringing the inventaries o their present location and condition.
Cosls such as storage cnsts and administrative overheads that do not contribute to bringing the invenlodes to thelr present location and cordition
are specifically excluded from the cosl of inventories and are expensed in the period Incurred. Reversals of previous wrile-downs Lo net realizable
value are now required when there is a subsequent increase in the value of the inventorfes. The cost of inveniories should be determined using
either a first-In, first-out or weighted average cosl formula. Technigues for the measurement of cost of inventaries, such as the retail method

may be used if he resulls approximate aclual cosL The new standard also requires addiliona! disclosures regarding the accounting poficles

used in measuring the inventories, the carmying value of the inventaries, the amoun! of inventories recognized as an expense during Lhe perind,
the amount of wrile-downs during the period and the amount of any reversal of writa-downs that is recognized as a reduction of expenses.

The Company values Inventories at the lower of cost and nat reslizable value. Costs include the cost to purchase nel of vendor allowances and
ofher costs, such as transportation, that are directly incurred o bring inventories 1o their present location and conditlon. The cost of warehouse
inventories is determined by the weighted average cost. The cost of slore Inventories is determined primarily using the retall method of accounting
for generat merchandise Inventories end the cost method on a first-In, first-oul basis for food inventories. The Company defines nst reatizeble value
as {he anticipated selling price. Inventories are writlen down to net realizable value when tha cost of inventories is estimated o ba greater than the
anticipated selling price. When circumstancas that previously caused inventories to be writen down below cost no longer exisi or when there

is clear evidence of an increase [n selling price, the amount of the wrile-down previously recorded s reversed. Siorage costs, administrative
overheads and selling cosis relaled to the inventories are expensed in tha period the costs are incurred.

This change in accounting policy has been implemented retroactively wilthout restatement of comparative financial statements in accordance with
ihe lransitional provistons. Upon adoption of this accounting standard, the Company recorded a decrease in opening inventories of $221,000, an
increase In opening future income tax assels of $102,000, and a decrease io opening retainad eamings of $119,000,

Inchided in cost of sales, selling and adminisirative expenses on the consolidated statement of eamings for the three months ended July 31, 2008

is $242,109,000 of inventories recognized as an axpansa {six months ended July 31, 2008 - $468,394,000), which includes $345,000 for the
wrile-down of inventories as a result of net realizabla value being lower than cost (six months ended July 31, 2008 - $658,000). There was no reversal
of inveniories wailten-down previgusly that are no lonper eslimated to sell below cost

Financial instrumants - Recognition and Measurement, Disclosure and Presentation, Hedges, Comprehensive Income and Equity
On February 1, 2007 the Cowipany adopted the new accounting standards Issued by the Cangadian Institute of Chartered Accountams

(CICA) section 3855 Financial Instuments - Recognition and Measurement; section 3851 Finandial Instnsments - Disclosure and Presentation;
section 3865 Hedges; section 1530 Comprehensive income; and section 3251 Equity, These changes in accounling policy were applied
retroactively without restatement of comparative financial statements, with Lhe excaption of the reclassificalion of the cumulative currency
transtalion adjusiments acenunt to sccumulaled other comprehensive Income In accordance with the transitiona) provisions. Upon

adoption of these accounting standards, the Company recorded a decrease fn opening relained earnings of 583,000.

Bank Advances and Short-Term Notes

tn January 2008, the Company arranged for new revaiving lnan faciiities and as a resull amounts drawn by the Canadian operations on the new
facilities are repoded a5 long-tenm debt (Note 4). Prior to Ihis new arrangament, the Canadian operalions had available operaling loan facllilies of
$85,000,000 and had drawn $61,762,000 on these faciliies at July 31, 2007.

Intemnational operations have available demand, revolving inan facifilies of USS21,000,000 ai interest mles of London Interbank Offered Rale
(LIBOR) plus 1.75% or US prime minus 0.25% secured by a foating charge against cenain accounts receivatte and inventories of the
International operslions. At July 31, 2008, the Inlemational operations had drawn US88,246,000 (July 31, 2007 - $0) on the fadility.
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NOTES TO THE UNAUDITED INTERIM PERIOD CONSOLIDATED FINANCIAL STATEMENTS

4. Long-term Dabt

July 31 July 31

{S in thousands) 2008 2007
Senior nates ' 5 40,214 S 58,825
Ravolving Ioan facifliies B5,578 -
Non-revolving toan facillies 53,336 -
Notes payable ¥ 1,629 -
Obligations under capilal iease ' 2,295 Bos
183,056 60,820
Less: Curreni postion of long-term debt 40,961 18,280
5 142,085 5 42,540

{1} The U55$39,000,000 senlor nofes mature on Juna 15, 2008 and bear an interest rale of 5.88% payable semi-annually. The notes are secured by
a floating charge againsi the assets of the Company. The Company bas entered Inio an interesi rale swap resulling b floating interest
costs on US59,000,000 of its senior nates.

{2} Canadian operations have available three year extendible, commitied, revalving loan facllilies of $140,000,000. These facililies are sacured
by & (loating charge on the assels of the Company and rank pari passu with the senior nole halders. These [acililies bear interest at
Bankers’ Acceplances plus starmnping fees ranging from 50 basis polnis to 80 basls points of the Canadlan prime rale. At July 31, 2008

the Company has drawn S85,578,000 on these facillties.

—

{3) Intemalional operations have availabla three year, extendible, committed, non-revolving loan facifities of US552,000,000. These facllities are
secuned by a foating charge agalnst the assats of the Company and mank pan passu with the senior nole holders. These fadlies bear interest
al LIBOR plus stamping fees ranging from 50 basis points 1o 80 basis points or the US prime rate. At July 34, 2008 the Company had drawn
U5552,000,060 on these fachities,

{4) The naotes paysble in the amount of US51,569,000 bear an interest rate of US prime plus 1% and have annual principal payments of US$267,000,
The noles payable mature in 2013 and 2015,

(5) The otdigation under caplita! leases of USS2,241,000 (July 31, 2007 - USSB34,000) Is repayable (n biended principal 2nd interest payments
of U55634,000 annually.

5, Flnancial Instruments .
The following table presents the carrying amount and the fair value of the Company's financial Instruments. Amortized cost |5 caleulated using
the effective interest rale method. Fair value is based on quoted market prices when avallable. However, when financial instruments lack an
avallabla irading market, fair valug Is detenmined using management's estimates and Is caleutaled using market factors for inslruments with
slmilar characteristics and risk profiles. These amounts represent point-in-time estimates and may not reflect fair value in the future, These
calcutalions are subjeclive in nature, involve uncertalnties and are a matter of significant judgment

Assets {Liabllities) Assets (Liabilities)

Carrled ai Cost/Amartized Cost Carried at Fair Value
As at July 31, 2008 (§ In thousands}) Maturity Canrying Value Fair Value Camying Value
Cash Short-lerm ] 21,228 5 21,220 H -
Accaunts receivable Short-lerm 62,251 82,231 -
Finaneial assets included in other assets Long-lermm 5,130 5,130 -
Bank advances and short-term notas (Nole 3) Short-term (9,484) {8,4B4) -
Accounis payable and accrued llabliies Short-term {92,480) {92,480) -
Financial derivative instruments " Short-term - - {94)
Current portion of long-term debt '™ Short-term {40,867) (40.887) -
Long-tarm debt (Nota 4} Long-term {142,095) {143,090) -

{1) These items otz 540,881 which comprisas the curtent portion of long-term debt {Note 4).



NOTES TO THE UNAUDITED INTERIM PERIOD CONSOLIDATED FINANCIAL STATEMENTS

Assals {Liabilities} Assels [Liabiliies)

Carried at CostAmortized Cosl Carried al Fair Value
As at July 31, 2007 [§ in thousands) Malurity Carrying Value Fair Value Carrying Value
Cash Short-term 5 28,509 5 28,509 s -
Accounts receivable Short-term 62,541 62,541 -
Financial assets induded in other assats Long-term 4,954 4,954 -
Bank advances and shon-temm roles (Note 3) Shon-term {61,762} (61,762) -
Accounis payable and accrued liabilities Short-term {69,000} {59,000} -
Financial derivative instruments ' Short-term - - (4.864)
Current portion of long-term debi ' Shori-term {13,316) (13,316) -
Long-termn debi {Nole 4) ' Long-term (42,540) (42,715} -

{1) These items total $18,280 which comprises the cumrent portion of long-term debt (Nole 4).

The following summarizes the mathods and assumplions used in aslimating the fair value of the Company's financial insiruments:

- The falr vaiue of shorHerm financial instruments approximates their carrying amounts dus (o the relatively shorl peried to maturity,

- The fair value of lang-term deabl with fixed interest rmtes is estimated by discounting the expecied fiture cash fows using the cument risk-free
interest rate on an instrument with similar terns adjusted for 2n sppropriate risk premfum for the Company's credil profile.

The Company recorded interest revenue of 547 000 for the Lhree monihs ended July 31, 2008. For the six months ended July 31, 2008, the

Company recordad interest revenue of 574,000 and a foreign exchange gain of 57,000 which is Included in cost of sales, selling, and
administrativa expenses on the Company's consofidated statements of eamings and retained eamings.

FInancial Darivative Instruments

As al July 31, 2008 (3 In thousands) Notlonal Value Interesi Rale Fair Vahie
Interest rate swaps In effective fair value hedging refationship ' USS5,00D LIBOR plys 1.B7% s 04
{2007 - USS$14,000) (2007 - 5278)
Cross-currency interest rate swaps in effective fair vatue hedging relationship - BA. plus 2.59% -
{2007 - USS7,000) {2007 - $3,684)
Cross-cumency interest rate swaps no longer in effective hedgling relationship - B.A. plus 3.16% -
{2007 - US32,000) {2007 - $1,002)
6. Unit Purchase Loan Plan

o

Loans Issued to officers snd senior management o purchase units under ha unit purchase lozan plan amg treated as a reduction of equity.
These loans are non-interest beaning and repayable from after tax distributions on the units purchased or If the person sells the units or leaves
the Company. The lpans are securet by a ptedge of 655,777 units (July 31, 2007 - 718,302) of the Fund with a quoled value st July 31, 2008
of $9,542,000 (July 31, 2007 - $15,206,000). Loans receivable al July 31, 2008 of $11,519,000 (July 31, 2007 - $12,544,000) are recorded as a
reduction of equity. The loans have lerms of lhree or five years. The maximum value of the toans receivable under the plan is cumrently limited
0 $15,000,000.

Securily Based Compensation

Deferred Unit Plan

The Fund has adopted the fair value method of accounting for security based compensation for the Trustee Deferred Unlt Plan. The defemed unil
plan compensation recovery recorded for the three months ended July 31, 2008 is 588,000 (three months ended July 31, 2007 - $114,000 expanse}
and expense for lhe six months ended July 31, 2008 is 516,000 (six months ended July 31, 2007 - $315,000). The Labllity for the defesed unit plan
is recorded in accounts payable and accrued Yibilities on the Company’s consolidated balance sheet and is adjusted lo reflect the tota) number of

defemred unils outstanding muiliplied by the closing unil price at (ha end of the period, The total number of defemed units oulstanding at July 31,
2008 is 55,138 (July 31, 2007 - 33,786). There were no defeired unils settled in eash during ihe period.
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Unit Purchase Loan Plan

The Company has 2 unit purchase toan plan [or officers and senicr management whereby loans are granted lo employees o purchase unis of
NWF {see Nole 6). These Ioans ara In substance similar 1o stock options and accordingly are accounted for as security based compensation in
accordance wilh section 3870 of the Canadian Institute of Chartered Accountants handbook.

There were no compensation costs related to the unit purchase loan plan for the three months ended July 31, 2008 (three months ended

July 3%, 2007 - S280,000) 2nd fof the six monihs ending July 31, 2008 (six months ending July 31, 2007 - $567,000). Compensation costis
recorded in cost of sajes, selling and adminisirative expenses with a corresponding increase in contributed surptus, The compensatian east s

a non-cash expense and has no impact on Ihe distibulions from the Fund. The units are purchased at markel prices and are fully vested at the
time the loan is exercised. The units are pledged as security against the loan and cannol be withdiawn from the plan until the principal amount of
the loan is less than 65% or 80% of the markel value of the unils pledgad as security or if the employee seits the unils o leaves the Company.

If the loan value as a perceniage of the market value of the units pledged as security against the loan falls below the 85% io B0O% threshold, the
employee may reduce the number of unils pledged egual 1o the market valug in £xcess of the Inan balance. Employees are required {o make
princdpal paymeants on lhe loan equal o the afler4ax distibulions on the units pledged as secority.

The fair velue of the compensation cost was estimaled using the Black-Scholes model using the (ollowing assumptions:

2007

Expecled lile 3orSyears

Risk-free inferest rate 4.2%

Expecled volatility 25.T%
I 8. Accumulated other comprehensive Incoma (§ in thousands)

July 31 July 31 January 31

! 2008 2007 2008
i Batance, beginning of yaar $ 2014 8 4682 5 4,682
| Other comprehensive income (l03s) 5B2 (1,624) {2,668)
i Accumulated other comprehensive income, end of year 2,586 3,068 2014
| Retalned earnings, end of year 103,114 85,118 100,526
' Total accumutated other comprahensive income and retained eamings 1 105,710 S 88,176 5 102,540

Accumulated olher comprehensive income represents the net changes due o exchange rate fluctuations In the equivalent Canadian dollar
book vatues of the net investment In sell-susiaining foreign operations since the dats of acquisition. A portion of the U.S. denominated
senjor notes In the amount of US$38 million has been designaled as a hedge against the {orelgn operations.

w

. Employee Future Benelits
The Company's expense for amployee future benefits is included In cost of sales, selling and administrative expenses. The expense for the defined
benefit pension pian and Lthe defined conirbution pensien plan for the three months ended July 31, 2008 Is $750,000 (three months ended
July 31, 2007 - 51,000,000) and the sfx months endad July 31, 2008 [s $1,500,000 (six months ended July 31, 2007 - $2,000,000), The Company malintains
an employee savings plan for substantially all of its U1.S. employees and recorded an expense lor the three months ended July 31, 2008 of IS393,000
{irree months ended July 33, 2007 - US$45,000) and for the six months ended July 31, 2008 of US$204,000 {six months ended July 31, 2007 - US593,000).

10. Distributions
i The declaration of distrbutlons from the Fund is Subject Lo the terms of the Fund's Dectaration of Trust and Lhe discretion of the Board of Truslees,
The distributions paid in cash far the three months ended July 31, 2008 is 515,481,000 (three months ended July 31, 2007 - $13,062,000} and six
months ending July 31, 2008 536,767,000 including a special distribution of 55,805,000 paid an Febrary 22, 2008 {0 unitholders of record on
December 31, 2007 (six months ending July 31, 2007 - 528,543,000 including a speclal distribution of 4,838,000 pald on February 23, 2007 |
unitholders of record on December 31, 2005). .



NOTES TO THE UNAUDITED INTERIM PERIOD CONSOLIDATED FINANGIAL STATEMENTS

11. Segmanted Information (S in thousands)
The Campany operales within the retaif induslry. The following informalion is presented for the twe business segments:

Three Months Three Months Six Months Six Months
Ended Ended Ended Ended
July 11 July 31 July 31 July 31
2008 2007 2008 2007
Sales
Canada $ 227,097 B 210,228 H 437,618 S 402,492
Inlemational 115,261 46,185 220,208 88,273
Tolal H 342,358 H 256,414 $ 657,826 S 490,765
Net eamings before amontization, interest and income taxes
Canada s 22,400 5 20,843 $ 42,776 s 30,365
Internationat . 8,242 5,142 13,788 8,222
Total H 30,642 ] 25,885 $ 56,564 S 47,587
Net earnings before interest and income laxes
Canada $ 16,405 ] 15,424 § 30,735 3 28,352
Intemational 6,608 4,184 10,311 6,188
Total 5 22,913 -] 19,588 s 41,046 1 34,541
Total Assels
Canada -] 383,407 S 377,884 S 383,507 5 377,884
Intemationat 164,238 73,573 164,238 73,573
Total $ 547,645 & 451,457 S 547,545 S 451,457

Intemationat Includes the operations of Alaska Commerclal Company, Cost-U-Less, Inc. which was acquired on December 13, 2007 {Note 13) and
Span Alaska Entarprises, Inc. which was acquired on March 3, 2008 (Note 13). Wacluded in Canada total assets is proparty and equipment of $163,180
{July 31, 2007 - $153,582). Inlernational toial assets includes property and equipment of $62,008 (July 31, 2007 - $33,780) and goodwill

of $31,851 {Juty 31, 2007 - 50).

12. Seasonality
The Company's business follows 8 seasonal pattern where hisloricaity the first guarter sales are the lowest and he fourth quarter sales are
the highesd, reflecting consumer holiday buying pattems. As a resull, a dispropartionate amount of total revenues and eamings are typically
earned in the fourth quarter. Net eamings generally follow higher sales bul can be dependent on markdown aciivity In key sales periods 10
reduce axcess inventories. Net eamings are historically tower in the first quarter due Io lower sales and fiked costs such as rent and
overhead that apply uniformiy throughout the year.

13. Business Acguisitions
On March 3, 2008, the Company acquired all of the Issued and outstanding shares of privately owned Span Alaska Enlerprises, Inc., a food antd
general merchandise distributor serving retall and whaolesale customers in rural Alaska, for 56,180,000 in cash consideration plus up to
US51,200,060 in contingent cash consideration.

On Decamber 13, 2007 the Company purchased all of the Issued and culstanding shares of Cost-U-Less, Inc. a leading operator of mid-size
warehouse fonmnat stores in remole istand communities in the South Pacific and the Garibbean for 54,258,000 in cash consideration.

AN acquisitions have been accounted for by the purchase method of eccaunting end the resuits of operations of each acquisition are Included In
the consolidated financial siatements from thelr respective closing date. The purchase price has been allocated to ihe acquired assels based on
estimates of their fair values as al the closing date. The final allocation of the purchase price Is dapendant on certain angoing vatuations which
may result in changes 1o the assignad values or the recognition of ether intangible assets.
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NOTES TO THE UNAUDITED INTERIM PERIOD CONSOLIDATED FINANCIAL STATEMENTS

The foliowing table summarizes the fair value of the assets acquired and the ilabililes assumed:

Span Alaska
Enterprises, Inc. Cost-U-Less, Inc.
{5 in thousands) March 3, 2008 Dacember 13, 2007
Assels
Cash 5 - H 3,043
Accoums recaivable 2,284 1,030
Inventories 807 20,842
Prepaid expenses 17 729
Future incoma taxes - 598
Property and eguipment 104 27,963
Other assels 32 B43
Goodwilt 4,176 27,405
Total Assets s 7.420 5 81,853
Liablitles
Bank advances and short-lerm notes H - -] 3,122
Arccounts payable and accrued expenses 1,230 30,203
Cunent portion of lang4erm debt - &1
Fulure income taxes - B28
Long-term debt . - 2,831
Total Llabllitles K] 1,230 ) 37,595
Cash Consideration 5 5,180 5 54,258

Goadwlll assodiated wilh the Cosi-U-Less, inc. acquisition is not deductible for tax purposes.

14, Future Accounting Standards
The CICA has Issued the follawing new accounting standards:

Goodwill and Intangible Assets

Section 3084 Issued in February 2008, provides guldance on the recognition, measurement, presentation and disclosure for gpodwill and intangible
assets, other than Initial recognition af gooawill and intangible assets acquired In a business combinalion, The standard is effective for fiscal
periods beginning on or after Ociober 1, 2008, and requires retroactive applicatian to prior pericd financial statements. The Company Is curmently
reviewing the impact of this standard and will adopt the standard commencing February 1, 2008.

International Finzncial Reporting Standards

The Canadian Accounting Standards Board requires ali public companles to adopt intematicnal Financial Reporting Standards (IFRS} for interim
and annual financial statements relating to fiscal years beginning on or after Januvary 1, 2031, Campanies wilt be required to provide IFRS
comparaiive information lor the previous fiscal year. The transition from Canadian Generally Accepted Accounting Principles Lo IFRS will be
applicable for the Campany's first quarter beginning February 1, 2011 when the Company will prepara camparative financial statements vsing IFRS.
The adoplion of [FRS will have an impact an the financial statements of the Company. The Company Is assessing the Impact of imptementing IFRS,
developing implementation plans and investing In training and resources to faciitate & imely conversion.

15, Comparative Amounts
The eomparative amounts have been reclassilied to conform with the cument year's presentation.
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2008 SECOND QUARTER REPORT TO UNITHOLDERS

Report to Unitholders

The North West Company Fund reports second quarter earnings to July 31, 2008 of $18.4 million, an
increase of 24.2% over last year's second quarter earnings of $14.8 million. Diluted earnings per unit
improved to $0.38 compared to $0.30 last year.

Sales increased 33.5% to $342.4 million compared to the second quarter last year and were up
4.2% on a same store basis excluding the foreign exchange impact of a stronger Canadian
dollar. Sales from new stores, including the acquisition of Cost-U-Less, Inc. on December 13,
2007, and strong same store food sales growth across all of our banners were the leading
factors contributing to the sales increase in the quarter.

The Trustees have approved a quarterly distribution of $0.32 per unit to unitholders of record on
September 30, 2008.

On behalf of the Trustees:

’Ll.f-fzy-— e Ltant £

H. Sanford Riley Edward S. Kennedy
Chairman President and Chief Executive Officer

Management's Discussion & Analysis
CONSOLIDATED RESULTS
Quarter

Second quarter consolidated sales increased 33.5% to $342.4 million compared to $256.4 million in
2007 and were up 34.7% excluding the foreign exchange impact of a stronger Canadian dollar. On a
same store basis, sales increased 4.2% excluding the foreign exchange impact and were up 4.8%
including the comparable increases from Cost-U-Less (CUL) stores open for more than one year.
Food sales increased 41.0% and were up 6.0% on a same store basis excluding CUL and the
foreign exchange impact. General merchandise sales increased by 20.0% but were down 1.1% on a
same store basis excluding CUL and the foreign exchange impact. Sales from new stores, inciuding
the acquisition of Cost-U-Less, Inc. on December 13, 2007, the acquisition of Span Alaska
Enterprises, Inc. (Span) on March 3, 2008, and strong same store food sales growth across all of our
banners were the leading factors contributing to the sales increase in the quarter.

Cost of sales, selling and administrative expenses increased 35.3% to $311.7 million and increased
118 basis points as a percentage to sales compared to the second quarter of 2007. New and non-
comparable store expenses accounted for approximately 90% of the dollar increase. The increase in
the expense as a percentage to sales is mostly due to the discount margin structure of the CUL



stores. On a comparable store basis, cost of sales, selling and administrative expenses decreased
43 basis points as a percentage to sales. Higher transportation and energy related costs in our
remote stores and a $1.5 million increase in incentive plan expenses in Canada were more than
offset by improvements in staff productivity, gains in financial services fees and lower debt loss
expense.

Trading profit' or net earnings before interest, income taxes, depreciation and amortization (EBITDA)
increased 17.9% to $30.6 million compared to $26.0 million in the second quarter last year and was
up 6.0% excluding the impact of CUL and Span. Sales growth and improvements in staff productivity
were the leading factors contributing to the trading profit dollar increase, offsetting lower gross profit
rates and higher transportation and incentive plan expenses in the quarter. Amontization increased
20.8% to $7.7 million largely due to depreciation on new stores including CUL. interest expense
increased 26.8% to $2.0 million as a result of higher average debt levels in the quarter in part due to
additional borrowings to fund the CUL acquisition. Income taxes decreased 21.4% to $2.5 million
due to lower income taxes in the Canadian operations as a result of the reorganization compteted in
the second quarter of 2007. The reorganization changes the flow of earnings from the limited
partnership to the Fund such that the majority of the Canadian operations pre-tax eamings now flow
to the Fund. The decrease in Canadian income taxes was partially offset by an increase’in income
taxes in the International operations as a result of higher earings.

Net earnings increased $3.6 million or 24.2% to $18.4 million. Diluted earnings per unit were up
26.7% to $0.38 compared to $0.30 last year.

Year-to-Date

Year-to-date sales increased 34.0% to $657.8 million compared to $490.8 million in 2007 and were
up 36.1% excluding the foreign exchange impact of a stronger Canadian dollar. On a same store
basis, sales increased 4.4% excluding the foreign exchange impact and were up 5.0% including the
comparable increases from CUL stores open for more than one year. Food sales increased 41.3%
and were up 5.6% on a same store basis excluding CUL and the foreign exchange impact. General
merchandise sales increased by 24.0% and were up 0.8% on a same store basis excluding CUL and
the foreign exchange impact. Sales from new stores, including the acquisition of CUL and Span
combined with strong same store food sales growth were the leading factors contributing to the sales
increase.

Cost of sales, selling and administrative expenses increased 35.7% to $601.3 million and increased
110 basis points as a percentage to sales compared to last year. New and non-comparable store
expenses accounted for substantially all of the dollar increase. The increase in the expense as a
percentage to sales is primarily due to the discount margin structure of the CUL stores. On a
comparable store basis, cost of sales, selling and administrative expenses decreased 57 basis points
as a percentage to sales. Higher freight and energy related costs in our stores were more than offset
by gains in financial services fees and staff productivity in Canada.

Trading profit or net eamings before interest, income taxes, depreciation and amortization (EBITDA)
increased 18.9% to $56.6 million compared to $47.6 million last year and was up 6.3% excluding the
impact of CUL and Span. Sales growth and improvements in staff productivity were the leading
factors contributing to the trading profit dollar increase, offsetting lower grass profit rates.
Amortization increased 19.0% to $15.5 million primarily due to depreciation on new stores. Interest
expense increased 28.6% to $4.1 million as a result of higher average debt levels compared to last
year in part due to additional borrowings to fund the CUL acquisition. Income taxes decreased $2.4

' See Non GAAP Measures Section of Management’s Discussion & Analysis
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million to $3.3 million due to lower income taxes in the Canadian operations as a result of the
reorganization completed in the second quarter of 2007. The decrease in Canadian income taxes
was partially offset by an increase in income taxes in the International operations as a result of higher
earnings.

Net earnings increased $8.0 million or 31.2% to $33.7 million. Diluted earnings per unit were up
32.1% to $0.70 compared to $0.53 last year.

CANADIAN OPERATIONS

Canadian sales for the quarter increased 8.0% to $227.1 millien up from $210.2 million last year and
were up 4.0% on a same store basis. Food sales increased 9.4% and were up 6.0% on a same
store basis. Food inflation was approximately 4.5%. Food sales were strong in most categories with
grocery, beverages, tobacco and meats contributing the largest gains. General merchandise sales
were up 4.4% over last year as a result of new stores but decreased 1.4% on a same store basis
reflecting the impact of less discretionary spending and continued competitive pressures in urban
markets and less remote locations. The decrease in general merchandise same store sales in urban
and less remote locations was partially offset by higher discretionary spending from resource
development-based economies and residual Indian Residential School Settlement payments.

Sales growth contributed to a 6.5% increase in gross profit dollars, net of a 45 basis points drop in
gross profit rate compared to the second quarter last year. Higher fuel-related freight costs and
market-driven price reductions negatively impacted the gross profit rate. Operating expenses
increased 4.6% but were down 73 basis points as a percentage to sales due to sales growth,
continued improvements in staff productivity and lower debt loss expense. Partially offsetting the
staff productivity gains and lower debt loss were higher utility costs, particularly in more remote
locations. Canadian trading profit increased 7.5% to $22.4 million and was 9.9% of sales, consistent
with the second quarter last year.

INTERNATIONAL OPERATIONS (stated in U.S. dollars)

International operations sales increased $71.0 million to $114.0 million compared to $42.9
milion in the second quarter last year largely due to the CUL and Span acquisitions and were
up 5.0% on a same store basis (up 6.5% including comparable increases from CUL stores open
for more than one year).

Food sales increased 5.8% on a same store basis led by gains in grocery, snack foods,
beverages, and chilled foods categories. Food inflation was approximately 4.0%. General
merchandise same store sales increased 0.9% as higher fuel costs reduced discretionary
income available for big-ticket merchandise. Sales growth in appare! categories offset sales
decreases in transportation and home furnishings.

Gross profit dollars were up 96.8% driven by sales growth however, the gross profit rate
decreased from last year due to the impact of the lower margin structure at CUL and Span.
Operating expense dollars increased 106.5% compared to the second quarter last year but
decreased as a percentage to sales as a result of the CUL and Span acquisitions. On a
comparable basis, operating expenses increased 5.4% and increased 19 basis points as a
percentage to sales. Staff productivity gains in the quarter partially offset increases in energy
related occupancy costs.



Trading profit increased $3.4 million to $8.2‘million reflecting the impact of the new stores.
Excluding the CUL and Span acquisitions, trading profit increased 7.9% and as a percent of
sales was 11.4% compared to 10.9% in the second quarter last year.

FINANCIAL CONDITION

Financial Ratios

The Fund’'s debt-to-equity ratio at the end of the quarter was .74:1 compared to .49:1 last year
largely due to the additional debt incurred for the acquisition of Cost-U-Less. The debt-to-equity
ratio at January 31, 2008 was .62:1.

Working capital increased $41.1 million compared to last year. The increase in inventories is
substantially due to the acquisition of CUL and Span as well as new stores in Canada. Planned
higher inventory balances in stores serviced by water routes also contributed to the increase in
inventories, The decrease in bank advances and short-term notes is due to the transfer of the
majority of the credit lines to long-term debt as a result of the renegotiation of credit lines from a
demand facility to a three year committed facility completed in the fourth quarter last year.
Accounts payable and accrued liabiiities increased from the prior year largely due to the liabilities
assumed as part of the CUL acquisition. The increase in the current portion of long-term debt is
due to US$39 million of senior notes which mature June 15, 2009.

Outstanding Units

The weighted average basic units outstanding for the quarter were 47,721,000 compared to
47,629,000 last year. The increase is due to a reduction in the number of units held under the
Company’s Unit Purchase Loan Plan. The weighted average fully diluted units outstanding for the
quarter were 48,427,000 compared to 48,408,000 last year. The increase in the fully diluted units
outstanding is due to units granted under the Trustee Deferred Unit Plan.

LIQUIDITY AND CAPITAL RESOURCES

Cash flow from operating activities for the quarter increased $10.1 million to $19.6 million from
$9.5 million last year. The increase in cash flows from operating activities is due to higher net
earnings and a change in non-cash working capital largely resulting from a decrease in accounts
receivable in the quarter, Cash flow from operations' increased $5.8 million to $26.9 million due
primarily to higher net earnings.

Cash used for investing activities in the quarter decreased to $7.0 million from $9.2 million last
year due to the timing of capital asset purchases.

Cash used for financing activities in the quarter was $12.9 million compared to $5.2 million last
year. The Fund paid distributions of $15.5 million, an increase of 18.5% compared to $13.1
million last year. In the fourth quarter of 2007, the Company arranged for new bank loan facilities
which have resulted in a decrease in bank advances and short-term notes and an increase in
long-term debt. The Canadian operation has available three year extendible, committed,
revolving loan facilities of $140 million. These facilities are secured by a floating charge on the
assets of the Company and rank pari passu with the senior note holders. At July 31, 2008 the
Company had drawn $85.6 million on these facilities.

The US$39 million of senior notes mature June 15, 2009. The Company plans to refinance the
senior notes as long-term debt upon maturity.

! See Non GAAP Measures Section of Management's Discussion & Analysis



“North West Company Fund = !:ile’No. 82-34737-
rule 12g3-2(b) Filing’
EXEMPTION NUMBER 82-34737

The Company's International operation has available three year extendible, committed, non-
revolving loan facilities of US$52 million. These facilities are secured by a floating charge against
the assets of the Company and rank pari passu with the senior note holders. At July 31, 2008,
the Company had drawn US$52 million on these facilities. The International operation also has
available demand revolving loan facilities of US$21 million. These loans are secured by a floating
charge against accounts receivable and inventories of the International operations. At July 31,
2008, the Company had US$9.2 million in bank advances and short-term notes drawn on these
facilities.

The credit facilities contain covenants and restrictions including the requirement to meet certain
financial ratios and financial condition tests. The financial covenants include a fixed charge
coverage ratio, minimum current ratio, a leverage test and a minimum net worth test. At July 31,
2008, the Fund is in compliance with all covenants under these facilities. Current and forecasted
debt levels are regularly monitored for compliance with debt covenants.

Net capital expenditures for 2008 are expected to be in the range of $49 million to $54 million
(2007.- $43.9 million) reflecting the planned opening of six new stores, major renovation activity in
seven stores, new gas bars, pharmacy openings, system upgrades, and a head office renovation
project. Cash flow from operations and funds available on existing credit facilities are expected to
be sufficient to fund operating requirements, sustaining and growth-related capital expenditures,
as well as all distributions for the year.

OTHER HIGHLIGHTS

« The Company's eighth Giant Tiger store opened in Winnipeg, Manitoba on August 16, 2008
increasing the total number of Giant Tiger West stores to 28.

» The Company's first Solo store was opened in Pinawa, Manitoba on August 23, 2008. Solo
is a new concept store aimed at better serving the everyday needs of rural shoppers. The
store’s product and service mix includes a fresh deli/coffee, liquor store and a pharmacy.

UNITHOLDER DISTRIBUTIONS

The Trustees declared a regular quarterly distribution of $0.32 per unit to unitholders of record
on September 30, 2008, distributable by October 15, 2008.

The determination to declare and make payable distributions from the Fund is subject to the
terms of the Fund’s Declaration of Trust and the discretion of the Board of Trustees. The
Fund's distribution policy is to make distributions to unitholders equal to the taxabie income of
the Fund. Historically, distributions from the Fund represented taxable income and did not
include a return of unitholder capital. Management believes distributions in 2008 will continue to
represent taxable income. .

In determining the quarterly distributions the Trustees consider, among other factors, the
seasonal variations in earnings inherent in the retail industry in order to maintain stable
distributions throughout the year. On an annual basis, distributions are funded by cash flow
from operations. Due to the seasonal nature of the retail business whereby income and cash
flow is historically lower in the first quarter and higher in the fourth quarter, distributions in a
quarter may exceed cash flow from operations. The taxable income of the Fund is primarily
based on an allocation of the taxable income of the North West Company LP less Fund
expenses.



OUTLOOK

Third quarter sales have continued first haif trends with food, fuel and less discretionary
merchandise sales offsetting continued softness in general merchandise sales. Higher fuel
costs have constrained consumer spending and this is expected to continue in the third and
fourth quarters. At-home and local food spending is expected to be strong in most of our
markets due to the high cost of travel favouring our northern store banners and the price
advantage offered by our discount store banners. Food inflation is expected to remain in the
4% range across our Northern, AC and CUL stores and at lower rates in our NorthMart and
Giant Tiger stores which will continue to face food pricing discounting pressures.

Government transfers of income and pockets of resource development-related employment are
expected to provide local and regional selling opportunities, most notably the announced state
payment of $3,269 to each qualified resident of Alaska in the third quarter. This payment, which
includes the annual Permanent Fund Dividend of $2,069 and a $1,200 fuel rebate, is
significantly larger than the $1,654 paid last year. The residents will receive the payment earlier
than in 2007 which will help drive our third quarter business, partially at the expense of fourth
quarter sales.

Integration of our CUL acquisition is continuing with annualized savings of at least $3 million
anticipated by the second half of 2008. The restructuring of support activities aimed at providing
more specialized merchandising and administrative services to CUL and integration of system
platforms will be completed by the end of the fiscal year.

QUARTERLY RESULTS OF OPERATIONS

In 2008, the quarters will have the same number of days of operations as 2007 with the
exception of the first quarter of 2008 which had an extra day resulting from the February 29 leap
year. In the 2006 fourth quarter the Company changed its year end from the last Saturday in
January to January 31 and adopted a fixed calendar quarter end beginning in 2007. As a resuit
of this change, the number of days of operations in each quarter in 2007 was different from
2006. The chart below reflects the number of days in each quarter. On an annual basis, 2007
had 365 days of operations compared to 368 days of operations in 2006. The following is a
summary of selected quarterly financial information.

Operating Results-Consolidated

Second Quarter First Quarter Fourth Quarter Third Quarter

92 days 92 days 90 days 89 days 92 days 95 days 92 days 81 days

($ in millions) 2008 2007 2008 2007 2007 2006 2007 2006

Sales $342.4 $256.4 $315.5 $234.4 $318.0 $262.5 $255.7 $236.1

Trading profit 30.6 26.0 25.9 21.6 31.5 26.1 27.5 256

Net eamings 18.4 14.8 15.2 10.8 18.9 16.3 18.5 14.8
Net eamings per unit:

Basic 0.39 0.31 0.32 0.23 0.39 0.34 0.39 0.31

Diluted 0.38 0.30 0.32 0.23 0.39 0.34 0.39 0.31

Historically, the Company’s first quarter sales are the lowest and the fourth quarter sales are the
highest, reflecting the Christmas selling period. Weather conditions are often extreme and can
affect sales in any quarter. Net earnings are historically lower in the first quarter due to lower
sales. Net earnings generally follow higher sales but can be dependent on markdown activity in
key sales periods to reduce excess inventories.
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DISCLOSURE CONTROLS

Management has established and maintained disclosure controls and procedures for the
Company in order to provide reasonable assurance that material information relating to the
Company is made known to them in a timely manner. There are inherent limitations to the
effectiveness of any system of disclosure controls and procedures, including the possibility of
human error and the circumvention or overriding of the controls and procedures. Accordingly,
even effective disclosure controls and procedures can only provide reasonable assurance of
achieving their control objectives. Based on an evaluation of the design of the Company’s
disclosure controls and procedures, the Company’s Chief Executive Officer and Chief Financial
Officer have concluded that these controls and procedures are designed effectively as of July
31, 2008 to provide reasonable assurance that the information to be disclosed is recorded,
summarized and reported as required.

INTERNAL CONTROLS OVER FINANCIAL REPORTING

Management is responsible for the design of internal controls over financial reporting to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with Canadian generally accepted
accounting principles. Management has designed the internal controls over financial reporting
as of the end of the period covered by the interim filings, and believes the design is sufficient to
provide such reasonable assurance. All internal control systems, no matter how well designed,
have inherent limitations. Therefore even those systems determined to be designed effectively
can only provide reasonable assurance with respect to financial reporting. There have been no
changes in the internal controls over financial reporting during the quarter ended July 31, 2008
that have materially affected or are reasonably likely to materially affect the internal controls
over financial reporting.

ACCOUNTING STANDARDS IMPLEMENTED IN 2008

Inventories

As described in Note 2 of the 2008 second quarter consolidated interim financial statements, the
Canadian Institute of Chartered Accountants (CICA) issued Section 3031, “Inventories” which is
effective for interim and annual financial statements relating to fiscal years beginning on or after
October 1, 2007. Section 3031 establishes new standards on the determination of cost and
requires inventories to be measured at the lower of cost and net realizable value. The cost of
inventories includes the cost to purchase and other costs incurred in bringing the inventories to
their present location. Costs such as storage costs and administrative overheads that do not
contribute to bringing the inventories to their present location and condition are specifically
excluded from the cost of inventories and are expensed in the period incurred. The new
standard also requires additional disclosures regarding the accounting policies used in
measuring the inventories, the carrying value of the inventories, amounts recognized as an
expense during the period, write-downs and the amount of any reversal of write-downs in the
period.

The Company has adopted this new standard as of February 1, 2008 with the changes applied
retroactively without restatement of comparative numbers in accordance with the transitional
provisions. Upon adoption of this accounting standard, the Company recorded a decrease in
opening retained earnings of $119,000.



FUTURE ACCOUNTING STANDARDS TO BE IMPLEMENTED

The Canadian Institute of Chartered Accounts has issued the following new accounting
standards:

Goodwill and Intangible Assets

Section 3064 issued in February 2008, provides guidance on the recognition, measurement,
presentation and disclosure for goodwill and intangible assets, other than initial recognition of
geodwill and intangible assets acquired in a business combination. The standard is effective for
fiscal periods beginning on or after October 1, 2008, and requires retroactive application to prior
period financial statements. The Company is currently reviewing the impact of this new
standard on the consolidated financial statements and will adopt the standard commencing on
February 1, 2009.

International Financial Reporting Standards

The Canadian Accounting Standards Board will require all public companies to adopt
international Financial Reporting Standards (IFRS) for interim and annual financial statements
relating to fiscal years beginning on or after January 1, 2011. Companies will be required to
provide IFRS comparative information for the previous fiscal year. The transition from Canadian
Generally Accepted Accounting Principles to IFRS will be applicable for the Company’s first
quarter beginning February 1, 2011 when the Company will prepare comparative financial
statements using IFRS. The adoption of IFRS will have an impact on the financial statements of
the Company. The Company is assessing the impact of implementing IFRS, developing
implementation plans and investing in training and resources to facilitate a timely conversion.

NON-GAAP MEASURES

(1) Trading Profit (EBITDA) is not a recognized measure under Canadian generally accepted
accounting principles (GAAP). Management believes that in addition to net earnings, trading
profit is a useful supplemental measure as it provides investors with an indication of the
Company’s operational performance before allocating the cost of interest, income taxes and
capital investments. Investors should be cautioned, however, that trading profit should not be
construed as an alternative to net earnings determined in accordance with GAAP as an
indicator of NWF's performance. NWF's method of calculating trading profit may differ from
other companies and, accordingly, trading profit may not be comparable to measures used by
other companies.

A reconciliation of consolidated net earnings to trading profit or EBITDA is provided below:

Second Quarter Year-to-Date
(3 in thousands) 2008 2007 2008 2007
Net earnings $ 18434 $ 14,846 $ 33,669 $ 25,653
Add: Amortization 7,729 6,397 15,518 13,046
Interest expense 1,977 1,559 4,125 3,208
Income taxes 2,502 3,183 3,252 5,680
Trading profit $ 30642 $ 25,985 $ 56,564 $ 47,587

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

A reconciliation of consolidated cash flow from operating activities to cash flow from operations
is provided below:

Second Quarter Year-to-Date

(% in thousands) 2008 2007 2008 2007
Cash flow from operating activities $19,612 $ 9,503 $ 21,819 $ 30,797
Non-cash items:

Change in other non-cash items 2,363 529 2,220 261

Change in non-cash working

capital 4 879 11,015 25407 8,055

Cash flow from operations $ 26,854 $21,047 $ 49,446 $ 39,113

Unless otherwise stated, this Management's Discussion & Analysis (MD&A) is based on the
financial information included in the unaudited interim period Consolidated Financial Statements
and Notes to the unaudited interim period Consolidated Financial Statements which have been
prepared in accordance with Canadian generally accepted accounting principles (GAAP) and is
in Canadian dollars. The information contained in this MD&A is current to September 11, 2008.



Forward-Looking Statements

This Quarterly Report, including Management's Discussion & Analysis (MD&A), contains
forward-looking statements about the North West Company Fund (Fund), including its business
operations, strategy and expected financial performance and condition. Forward-looking
statements include statements that are predictive in nature, depend upon or refer to future
events or conditions, or include words such as “expects”, “anticipates”, “plans”, "believes”,
“estimates”, “intends”, “targets”, “projects”, “forecasts” or negative versions thereof and other
similar expressions, or future or conditional future financial performance (inciuding sales,
earnings or growth rates), ongoing business strategies or prospects, and possible future Fund
action, are also forward-looking statements. Forward-looking statements are based on current
expectations and projections about future events and are inherently subject to, among other
things, risks, uncertainties and assumptions about the Fund, economic factors and the retail
industry generally. They are not guarantees of future performance, and actual events and
results could differ materially from those expressed or implied by forward-looking statements
made by the Fund due to, but not limited to, important factors such as general economic,
political and market factors in North America and internationally, interest and foreign exchange
rates, changes in accounting policies and methods used to report financial condition, including
uncertainties associated with critical accounting assumptions and estimates, the effect of
applying future accounting changes, business competition, technological change, changes in
government regulations and legislation, changes in tax laws, unexpected judicial or regulatory
proceedings, catastrophic events, the Fund’s ability to complete strategic transactions and
integrate acquisitions and the Company's success in anticipating and managing the foregoing
risks. The reader is cautioned that the foregoing list of important factors is not exhaustive.
Other risks are outlined in the Risk Management section of the MD&A included in the Fund's
2007 Management's Discussion & Analysis and Consolidated Financial Statements report. The
reader is also cautioned to consider these and other factors carefully and not place undue
reliance on forward-looking statements. Other than as specifically required by applicable law,
the Company has no specific intention to update any forward-looking statements whether as a
result of new information, future events or otherwise.
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NEWS RELEASE

FOR IMMEDIATE RELEASE

NORTH WEST COMPANY FUND ANNOUNCES SECOND QUARTER EARNINGS
AND A DISTRIBUTION

Winnipeg, September 11, 2008: North West Company Fund (the "Fund"} today reported 2008
second quarter earnings of $18.4 million for the period ended July 31, 2008. The Fund also
announces a quarterly distribution of $0.32 per unit to unitholders of record an September 30,
2008, distributable by October 15, 2008.

Report to Unitholders

The North West Company Fund reports second quarter eamings to July 31, 2008 of $18.4 million, an
increase of 24.2% over last year's second quarter earnings of $14.8 million. Diluted earnings per unit
improved to $0.38 compared to $0.30 last year.

Sales increased 33.5% to $342.4 million compared to the second quarter last year and were up
4.2% on a same store basis excluding the foreign exchange impact of a stronger Canadian dollar.
Sales from new stores, including the acquisition of Cost-U-Less, Inc. on December 13, 2007, and
strong same store food sales growth across al! of our banners were the feading factors contributing
to the sales increase in the quarter.

The Trustees have approved a quarterly distribution of $0.32 per unit to unitholders of record on
September 30, 2008.

“We continue to find sales and margin opportunities that reflect the strength of our retail banners
and our markets," said North West President & CEO Edward Kennedy. “Our customers have !
shifted to more at-home spending and we've met this need through our food offering and home
products. Resource spending and income distributions in the North have helped create
attractive pockets of demand for big-ticket merchandise like transportation and furniture.”
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Management’s Discussion & Analysis
CONSOLIDATED RESULTS

Quarter

Second quarter consolidated sales increased 33.5% to $342.4 million compared to $256.4 million in
2007 and were up 34.7% excluding the foreign exchange impact of a stronger Canadian dollar. On a
same store basis, sales increased 4.2% excluding the foreign exchange impact and were up 4.8%
including the comparable increases from Cost-U-Less (CUL) stores open for more than one year. Food
sales increased 41.0% and were up 6.0% on a same store basis excluding CUL and the foreign
exchange impact. General merchandise sales increased by 20.0% but were down 1.1% on a same
store basis excluding CUL and the foreign exchange impact. Sales from new stores, including the
acquisition of Cost-U-Less, Inc. on December 13, 2007, the acquisition of Span Alaska Enterprises, Inc.
(Span) on March 3, 2008, and strong same store food sales growth across all of our banners were the
leading factors contributing to the sales increase in the quarter.

Cost of sales, selling and administrative expenses increased 35.3% to $311.7 million and increased 118
basis points as a percentage to sales compared to the second quarter of 2007. New and non-
comparable store expenses accounted for approximately 90% of the dollar increase. The increase in
the expense as a percentage to sales is mostly due to the discount margin structure of the CUL. stores.
On a comparable store basis, cost of sales, selling and administrative expenses decreased 43 basis
points as a percentage to sales. Higher iransportation and energy related costs in our remote stores
and a $1.5 million increase in incentive plan expenses in Canada were more than offset by
improvements in staff productivity, gains in financial services fees and lower debt loss expense.

Trading profit’ or net eamings before interest, income taxes, depreciation and amortization (EBITDA)
increased 17.8% to $30.6 million compared to $26.0 million in the second quarter last year and was up
6.0% excluding the impact of CUL and Span. Sales growth and improvements in staff productivity were
the leading factors contributing to the trading profit dollar increase, offsetting lower gross profit rates
and higher transportation and incentive plan expenses in the quarter. Amortization increased 20.8% to
$7.7 million largely due to depreciation on new stores inciuding CUL. Interest expense increased
26.8% to $2.0 million as a result of higher average debt levels in the quarter in part due to additionzl
borrowings to fund the CUL acquisition. Income taxes decreased 21.4% to $2.5 miliion due to lower
income taxes in the Canadian operations as a result of the reorganization completed in the second
guarter of 2007. The reorganization changes the flow of earnings from the limited partnership to the
Fund such that the majority of the Canadian operations pre-tax eamings now flow {o the Fund. The
decrease in Canadian income taxes was partially offset by an Increase in income taxes in the
International operations as a result of higher eamings.

Net earnings increased $3.6 million or 24.2% to $18.4 million. Diluted earnings per unit were up 26.7%
to $0.38 compared to $0.30 last vear.

Year-to-Date

Year-to-date sales increased 34.0% to $657.8 million compared to $480.8 million in 2007 and were up
36.1% excluding the foreign exchange impact of a stronger Canadian dollar. On a same store basis,
sales increased 4.4% excluding the foreign exchange impact and were up 5.0% including the
comparable increases from CUL stores open for more than one year. Food sales increased 41.3% and
were up 5.6% on a same store basis excluding CUL and the foreign exchange impact. General
merchandise sales increased by 24.0% and were up 0.8% on a same store basis excluding CUL and

! See Non GAAP Measures Section of Management's Discussion & Analysis
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the foreign exchange impact. Sales from new stores, including the acquisition of CUL and Span
combined with strong same store food sales growth were the leading factors contributing to the sales
increase.

Cost of sales, selling and administrative expenses increased 35.7% to $601.3 million and increased 110
basis points as a percentage to sales compared to last year. New and non-comparable store expenses
accounted for substantially all of the doilar increase. The increase in the expense as a percentage to
sales is primarily due to the discount margin structure of the CUL stores. On a comparable store basis,
cost of sales, selling and administrative expenses decreased 57 basis points as a percentage to sales.
Higher freight and energy related costs in our stores were more than offset by gains in financial services
fees and staff productivity in Canada.

Trading profit or net earnings before interest, income taxes, depreciation and amortization (EBITDA)
increased 18.9% to $56.6 million compared to $47.6 million last year and was up 6.3% excluding the
impact of CUL and Span. Sales growth and improvements in staff productivity were the leading factors
contributing to the trading profit dollar increase, offsetting lower gross profit rates. Amortization
increased 19.0% to $15.5 million primarily due to depreciation on new stores. Interest expense
increased 28.6% to $4.1 million as a result of higher average debt levels compared to last year in part
due to additional borrowings to fund the CUL acquisition. Income taxes decreased $2.4 million to $3.3
million due to lower income taxes in the Canadian operations as a result of the reorganization
completed in the second quarter of 2007. The decrease in Canadian income taxes was partially offset
by an increase in income taxes in the International operations as a result of higher earnings.

Net eamnings increased $8.0 million or 31.2% to $33.7 million. Diluted eamings per unit were up 32.1%
to $0.70 compared to $0.53 last year.

CANADIAN OPERATIONS

Canadian sales for the quarter increased 8.0% to $227.1 million up from $210.2 million last year and
were up 4.0% on a same store basis. Food sales increased 9.4% and were up 6.0% on a same store
basis. Food inflation was approximately 4.5%. Food sales were strong in most categories with grocery,
beverages, tobacco and meats contributing the largest gains. General merchandise sales were up
4.4% over last year as a result of new stores but decreased 1.4% on a same store basis reflecting the
impact of less discretionary spending and continued competitive pressures in urban markets and less
remote locations. The decrease in general merchandise same store sales in urban and less remote
locations was partially offset by higher discretionary spending from resource development-based
economies and residual Indian Residential School Settlement payments.

Sales growth contributed to a 6.5% increase in grass profit dollars, net of a 45 basis points drop in
gross profit rate compared to the second quarter last year. Higher fuel-related freight costs and market-
driven price reductions negatively impacted the gross profit rate. Operating expenses increased 4.6%
but were down 73 basis points as a percentage to sales due to sales growth, continued improvements
in staff productivity and lower debt loss expense. Partially offsetting the staff productivity gains and
lower debt loss were higher utility costs, particularly in more remote locations. Canadian trading profit
increased 7.5% to $22.4 million and was 9.9% of sales, consistent with the second quarter last year.

INTERNATIONAL OPERATIONS (stated in U.S. dollars)

International operations sales increased $71.0 million to $114.0 million compared to $42.9 million in
the second quarter last year largely due to the CUL and Span acquisitions and were up 5.0% on a
same store basis (up 6.5% including comparable increases from CUL stores open for more than

one year).
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Food sales increased 5.8% on a same store basis led by gains in grocery, snack foods, beverages,
and chilled foods categories. Food inflation was approximately 4.0%. General merchandise same
store sales increased 0.9% as higher fuel costs reduced discretionary income available for big-
ticket merchandise. Sales growth in apparel categories offset sales decreases in transportation
and home furnishings.

Gross profit dollars were up 96.8% driven by sales growth however, the gross profit rate decreased
from last year due to the impact of the lower margin structure at CUL and Span. Operating
expense dollars increased 106.5% compared to the second quarter last year but decreased as a
percentage to sales as a result of the CUL and Span acquisitions. On a comparable basis,
operating expenses increased 5.4% and increased 19 basis points as a percentage to sales. Staff
productivity gains in the quarter partially offset increases in energy related occupancy costs.

Trading profit increased $3.4 million to $8.2 million reflecting the impact of the new stores,
Excluding the CUL and Span acquisitions, trading profit increased 7.9% and as a percent of sales
was 11.4% compared to 10.9% in the second quarter last year.

FINANCIAL CONDITION

Financial Ratios
The Fund's debt-to-equity ratio at the end of the quarter was .74:1 compared to .49:1 last year largely
due to the additional debt incurred for the acquisition of Cost-U-Less. The debt-to-equity ratio at

January 31, 2008 was .62:1.

Working capital increased $41.1 million compared to last year. The increase in inventories is
substantially due to the acquisition of CUL and Span as well as new stores in Canada. Planned
higher inventory balances in stores serviced by water routes also contributed to the increase in
inventories. The decrease in bank advances and short-term notes is due to the transfer of the
majority of the credit lines to long-term debt as a result of the renegotiation of credit lines from a
demand facility to a three year committed facility completed in the fourth quarter last year. Accounts
payable and accrued liabilities increased from the prior year largely due to the liabilities assumed as
part of the CUL acquisition. The increase in the current portion of long-term debt is due to US$39
million of senior notes which mature June 15, 2008.

Outstanding Units

The weighted average basic units outstanding for the quarter were 47,721,000 compared to
47,629,000 last year. The increase is due to a reduction in the number of units held under the
Company's Unit Purchase Loan Plan. The weighted average fully diluted units cutstanding for the
quarter were 48,427,000 compared to 48,408,000 last year. The increase in the fully diluted units
outstanding is due to units granted under the Trustee Deferred Unit Plan.

LIQUIDITY AND CAPITAL RESOURCES

Cash flow from operating activities for the quarter increased $10.1 million to $19.6 million from $9.5
million last year. The increase in cash flows from operating activities is due to higher net earnings
and a change in non-cash working capital largely resulting from a decrease in accounts receivable in
the quarter. Cash flow from operations’ increased $5.8 million to $26.2 million due primarily to higher
het earnings.

' See Non GAAP Measures Section of Management's Discussion & Analysis
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Cash used for investing activities in the quarter decreased to $7.0 million from $9.2 million last year
due to the timing of capital asset purchases.

Cash used for financing activities in the quarter was $12.9 million cornpared to $5.2 million 1ast year.
The Fund paid distributions of $15.5 millicn, an increase of 18.5% compared to $13.1 million last
year. In the fourth quarter of 2007, the Company arranged for new bank loan facilities which have
resulted in a decrease in bank advances and short-term notes and an increase in long-term debt.
The Canadian operation has available three year extendible, committed, revolving loan facilities of
$140 million. These facilities are secured by a floating charge on the assets of the Company and
rank pari passu with the senior note holders. At July 31, 2008 the Company had drawn $85.6 million
on these facilities.

The US$39 million of senior notes mature June 15, 2009. The Company plans to refinance the
senior notes as long-term debt upon maturity.

The Company's International operation has available three year extendible, committed, non-revolving
ioan facilities of US$52 million. These facilities are secured by a floating charge against the assets of
the Company and rank pari passu with the senior note holders. At July 31, 2008, the Company had
drawn US$52 million on these facilities. The International operation also has available demand
revolving loan facilities of US$21 million. These loans are secured by a floating charge against
accounts receivable and inventories of the International operations. At July 31, 2008, the Company
had US$9.2 million in bank advances and short-term notes drawn on these facilities.

The credit facilities contain covenants and restrictions including the requirement to meet certain
financial ratios and financial condition tests. The financial covenants include a fixed charge coverage
ratio, minimum current ratio, a leverage test and a minimum net worth test. At July 31, 2008, the
Fund is in compliance with all covenants under these facilities. Current and forecasted debt levels
are regularly monitored for compliance with debt covenants.

Net capital expenditures for 2008 are expected to be in the range of $49 million to $54 million (2007 -
$43.9 million) reflecting the planned opening of six new stores, major renovation activity in seven
stores, new gas bars, pharmacy openings, system upgrades, and a head office renovation project.
Cash flow from operations and funds available on existing credit facilities are expected to be
sufficient to fund operating requirements, sustaining and growth-related capital expenditures, as well
as all distributions for the year.

OTHER HIGHLIGHTS

= The Company’s sighth Giant Tiger store opened in Winnipeg, Manitoba on August 16, 2008
increasing the total number of Giant Tiger West stores to 28.

s The Company’s first Solo store was opened in Pinawa, Manitoba on August 23, 2008. Solois a
new concept store aimed at better serving the everyday needs of rural shoppers. The store’s
product and service mix includes a fresh deli/coffee, liquor store and a pharmacy.

UNITHOLDER DISTRIBUTIONS

The Trustees declared a regular quarterly distribution of $0.32 per unit to unitholders of record on
September 30, 2008, distributable by October 15, 2008.

The determination to declare and make payable distributions from the Fund is subject to the terms
of the Fund’s Declaration of Trust and the discretion of the Board of Trustees. The Fund's
distribution policy is to make distributions to unitholders equal to the taxable income of the Fund.
Historically, distributions from the Fund represented taxable income and did not include a return of
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unitholder capital. Management believes distributions in 2008 will continue to represent taxable
income.

In determining the quarterly distributions the Trustees consider, among other factors, the seasonal
variations in earnings inherent in the retail industry in order to maintain stable distributions
throughout the year. On an annual basis, distributions are funded by cash flow from operations.
Due to the seasonal nature of the retail business whereby income and cash flow is historically lower
in the first quarter and higher in the fourth quarter, distributions in a quarter may exceed cash flow
from operations. The taxable income of the Fund is primarily based on an allocation of the taxable
income of the North West Company LP less Fund expenses.

OUTLOOK

Third quarter sales have continued first half trends with food, fuel and less discretionary
merchandise sales offsetting continued softness in general merchandise sales. Higher fuel costs
have constrained consumer spending and this is expected to continue in the third and fourth
quarters. At-home and local food spending is expected to be strong in most of our markets due to
the high cost of travel favouring our northern store banners and the price advantage offered by our
discount store banners. Food inflation is expected to remain in the 4% range across our Northern,
AC and CUL stores and at lower rates in our NorthMart and Giant Tiger stores which will continue
to face food pricing discounting pressures.

Government transfers of income and pockets of resocurce development-related employment are
expected to provide local and regional selling opportunities, most notably the announced state
payment of $3,269 to each qualified resident of Alaska in the third quarter. This payment, which
includes the annual Permanent Fund Dividend of $2,089 and a $1,200 fuel rebate, is significantly
larger than the $1,654 paid last year. The residents will receive the payment earlier than in 2007
which will help drive our third quarter business, partially at the expense of fourth quarter sales.

Integration of our CUL acquisition is continuing with annualized savings of at least $3 million
anticipated by the second half of 2008. The restructuring of support activities aimed at providing
more specialized merchandising and administrative services to CUL and integration of system
platforms will be cormnpleted by the end of the fiscal year.

QUARTERLY RESULTS OF OPERATIONS

In 2008, the quarters will have the same number of days of operations as 2007 with the exception
of the first quarter of 2008 which had an extra day resulting from the February 29 leap year. In the
2006 fourth quarter the Company changed its year end from the last Saturday in January to
January 31 and adopted a fixed calendar quarter end beginning in 2007. As a result of this
change, the humber of days of operations in each quarter in 2007 was different from 2006. The
chart below reflects the number of days in each quarter. On an annual basis, 2007 had 365 days
of operations compared to 368 days of operations in 2006. The following is a summary of selected
guarterly financial infermation.

Page 6



“North West Company Fund - File No. 82-34737-
rule 12g3-2(b) Filing”
EXEMPTION NUMBER 82-34737

Operating Results-Consolidated

Second Quarter First Quarter Fourth Quarter Third Quartar
92days 92days 90 days 89 days 92 days 95 days 92 days 91 days
{2 In millions) 2008 2007 2008 2007 2007 2008 2007 2006
Sales $3424 52564 $315.5 $234.4 $318.0 $262.5 $255.7 $236.1
Trading profit 30.6 26.0 259 21.6 31.5 26.1 275 25.6
Nat earnings 18.4 14.8 15.2 10.8 18.9 16.3 18.5 14.8
Net earnings per
unit:
Basic 0.39 0. 0.32 0.23 0.39 0.34 0.39 0.31
Diluted .38 0.30 0.32 0.23 0.39 0.34 0.39 0.31

Historically, the Company's first quarter sales are the lowest and the fourth quarter sales are the
highest, reflecting the Christmas selling period. Weather conditions are often extreme and can
affect sales in any quarter. Net earnings are historically lower in the first quarter due to lower
sales. Net earnings generally follow higher sales but can be dependent on markdown activity in
key sales periods to reduce excess inventories,

DISCLOSURE CONTROLS

Management has established and maintained disclosure controls and procedures for the Company
in order to provide reasonable assurance that material information relating to the Company is made
known to them in a timely manner. There are inherent limitations to the effectiveness of any
system of disclosure controls and procedures, including the possibility of human error and the
circumvention or overriding of the controls and procedures. Accordingly, even effective disclosure
controls and procedures can only provide reasonable assurance of achieving their control
objectives. Based on an evaluation of the design of the Company's disclosure controls and
procedures, the Company's Chief Executive Officer and Chief Financial Officer have concluded that
these controls and procedures are designed effectively as of July 31, 2008 to provide reasonable
assurance that the information to be disclosed is recorded, summarized and reported as required.

INTERNAL CONTROLS OVER FINANCIAL REPORTING

Management is responsible for the design of intemal controls over financial reporting to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with Canadian generally accepted accounting
principles. Management has designed the internal controls over financial reporting as of the end of
the period covered by the interim filings, and believes the design is sufficient to provide such
reasonable assurance. All internal control systems, ne matter how well designed, have inherent
limitations. Therefore even those systems determined to be designed effectively can only provide
reasonable assurance with respect to financial reporting. There have been no changes in the
internal controls over financial reporting during the quarter ended July 31, 2008 that have materially
affected or are reasonably likely to materially affect the intemal controls over financial reporting.

ACCOUNTING STANDARDS IMPLEMENTED IN 2008

Inventories

As described in Note 2 of the 2008 second quarter consolidated interim financial statements, the
Canadian Institute of Chartered Accountants (CICA) issued Section 3031, “Inventories” which is
effective for interim and annual financial statements relating to fiscal years beginning on or after
October 1, 2007. Section 3031 establishes new standards on the determination of cost and
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requires inventories to be measured at the lower of cost and net realizable value. The cost of
inventories includes the cost to purchase and other costs incurred in bringing the inventories to
their present location. Costs such as storage costs and administrative overheads that do not
contribute to bringing the inventories to their present location and condition are specifically
excluded from the cost of inventories and are expensed in the period incurred. The new standard
also requires additional disclosures regarding the accounting policies used in measuring the
inventories, the carrying value of the inventories, amounts recognized as an expense during the
period, write-downs and the amount of any reversal of write-downs in the period.

The Company has adopted this new standard as of February 1, 2008 with the changes applied
retroactively without restatement of comparative numbers in accordance with the transitional
provisions. Upon adoption of this accounting standard, the Company recorded a decrease in
opening retained earnings of $119,000.

FUTURE ACCOUNTING STANDARDS TO BE IMPLEMENTED
The Canadian Institute of Chartered Accounts has issued the following new accounting standards:

Goodwill and Intangible Assets

Section 3064 issued in February 2008, provides guidance on the recognition, measurement,
presentation and disclosure for goodwill and intangible assets, other than initial recognition of
goodwill and intangible assets acquired in a business combination. The standard is effective for
fiscal periods beginning on or after October 1, 2008, and requires retroactive application to prior
period financial statements. The Company is currently reviewing the impact of this new standard
on the consolidated financial statements and will adopt the standard commencing on February 1,
2009,

International Financial Reporting Standards

The Canadian Accounting Standards Board will require all public companies to adopt International
Financial Reporting Standards (IFRS) for interim and annual financial statements relating to fiscal
years beginning on or after January 1, 2011. Companies will be required to provide IFRS
comparative information for the previous fiscal year. The transition from Canadian Generally
Accepted Accounting Principles to IFRS will be applicable for the Company’s first quarter beginning
February 1, 2011 when the Company will prepare comparative financial statements using IFRS.
The adoption of IFRS will have an impact on the financial statements of the Company. The
Company is assessing the impact of implementing IFRS, developing implementation plans and
investing in training and resources to facilitate a timely conversion.

NON-GAAP MEASURES

(1) Trading Profit {EBITDAY) is not a recognized measure under Canadian generally accepted
accounting principles (GAAP). Management believes that in addition to net earnings, trading profit
is a useful supplemental measure as it provides investors with an indication of the Company's
operational performance before allocating the cost of interest, income taxes and capital
investments. Investors should be cautioned, however, that trading profit should not be construed
as an alternative to net earnings determined in accordance with GAAP as an indicator of NWF's
performance. NWF's method of calculating trading profit may differ from other companies and,
accordingly, trading profit may not be comparable to measures used by other companies.
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A reconciliation of consolidated net earnings to trading profit or EBITDA is provided below:

Second Quarter Year-to-Date
($ in thousands) 2008 2007 2008 2007
Net earnings 3 18434 3 14,846 $ 33,669 $ 25653
Add: Amortization 7.729 6,197 16,618 13,046
Interest expense 1,977 1,559 4,125 3,208
income laxes 2,502 3,183 3,252 5,680
Trading profit 3 30642 $ 25,985 $ 56,564 $ 47,587

For trading profit information by business segment, refer to Note 11 Segmented Information in the
notes to the unaudited interim period consolidated financial statements.

(2) Cash Flow from Operations is not a recognized measure under Canadian GAAP.
Management believes that in addition to cash flow from gperating activities, cash flow from
operations is a useful supplemental measure as it provides investors with an indication of the
Company's ability to generate cash flows to fund its cash requirements, including distributions and
capital investments. Investors should be cautioned, however, that cash flow from operations
should not be construed as an alternative to cash flow from operating aclivities or net earnings as a
measure of profitability. NWF’s method of calculating cash flow from cperations may differ from
other companies and may not be comparable to measures used by other companies.

A reconciliation of consolidated cash flow from operating activities to cash flow from operations is
provided below:

Second Quarter Year-to-Date

{$ in thousands) 2008 2007 2008 2007
Cash flow from operating activities $ 19,612 $ 9,503 $21,819 $ 30,797
Non-cash items:;

Change in other non-cash items 2,363 529 2,220 261

Change in non-cash working

capital 4,879 11,015 25,407 8,055

Cash flow from operations $ 26,854 $21,047 $ 49,446 $ 39,113

Unless otherwise stated, this Management's Discussion & Analysis {(MD&A) is based on the
financial information included in the unaudited interim period Consolidated Financial Statements
and Notes to the unaudited interim period Consolidated Financial Statements which have been
prepared in accordance with Canadian generally accepted accounting principles (GAAP) and is in
Canadian dollars. The information contained in this MD&A is current to September 11, 2008.

Forward-Looking Statements

This Quarterly Report, including Management's Discussion & Analysis (MD&A), contains forward-
looking statements about the North West Company Fund (Fund)}, including its business operations,
strategy and expected financial performance and condition. Forward-looking statements include
statements that are predictive in nature, depend upon or refer to future events or conditions, or

include words such as “expects”, “anticipates”, “plans”, "believes”, *estimates”, “intends’, “targets”,
“‘projects”, “forecasts” or negative versions thereof and other similar expressions, or future or
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conditional future financial performance (including sales, earnings or growth rates), ongoing
business strategies or prospects, and possible future Fund action, are also forward-iooking
statements. Forward-locking statements are based on current expectations and projections about
future events and are inherently subject to, among other things, risks, uncertainties and
assumptions about the Fund, economic factors and the retail industry generally. They are not
guarantees of future performance, and actual events and resuits could differ materially from those
expressed or implied by forward-looking statements made by the Fund due to, but not limited to,
important factors such as general economic, political and market factors in North America and
internationally, interest and foreign exchange rates, changes in accounting policies and methods
used to report financial condition, including uncertainties associated with critical accounting
assumptions and estimates, the effect of applying future accounting changes, business
competition, technological change, changes in government reguiations and legislation, changes in
tax laws, unexpected judicial or regulatory proceedings, catastrophic events, the Fund's ability to
complete strategic transactions and integrate acquisitions and the Company's success in
anticipating and managing the foregoing risks. The reader is cautioned that the foregoing list of
important factors is not exhaustive. Other risks are outlined in the Risk Management section of the
MD&A included in the Fund’s 2007 Management's Discussion & Analysis and Consolidated
Financial Statements report. The reader is also cautioned to consider these and other factors
carefully and not place undue reliance on forward-looking statements. Other than as specificaily
required by applicable [aw, the Company has no specific intention to update any forward-looking
statements whether as a result of new information, future events or otherwise.

The North West Company is a leading retailer of food and everyday products and services to rural
communities and urban neighbourhoods in Canada, Alaska, the South Pacific and the Caribbean.
North West operates 221 stores under the trading names Northern, NorthMart, Giant Tiger, AC
Value Center and Cost-U-Less and has annualized sales of approximately Cdn. $1.3 billion.

" The units of the Fund trade on the TSX Toronto Stock Exchange under the symbol “NWF.UN".
-30-

For more information contact:

Edward Kennedy, President and CEQ, The North West Company
phone 204-934-1482; fax 204-934-1317; email ekennedy@northwest.ca

Léo Charriére, Executive Vice-President and CFO, The North West Company
phone 204-934-1503; fax 204-834-1455; email charriere@northwest.ca

John King, Vice-President, Finance and Secretary, The North West Company
Phone 204-934-1397; fax 204-934-1455; email jking@northwest.ca

or visit on-line at www.northwest.ca
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CONSOLIDATED BALANCE SHEETS

“North West Company Fund — File No. 82-34737-

rule 12g3-2(b) Filing”
EXEMPTION NUMBER 82-34737

July 31 July 31 January 31

(unaudited, $§ in thousands) 2008 2007 2008
ASSETS
Current assets

Cash $ 21,229 $ 28,509 5 21,732

Accounts receivable 62,251 62,541 62,758

Inventories (Note 2) 174,025 139,364 162,481

Prepaid expenses 6,869 4,944 3,604

Future income taxes 2,402 2,163 3,485
Total Current Assets 266,776 237,521 254,061
Property and equipment 225,188 187,371 227,574
Other assets 21,019 19,097 19,033
Goodwill 31,851 - 26,882
Future Income taxes 2,811 7,468 1,720
Total Assets $ 547,645 3 451,457 5 529,670
LIABILITIES
Current liabilities ]

Bank advances and short-term notes (Note 3) $ 9,484 $ 61,762 L 4,336

Accounts payable and accrued liabilities 92,480 69,000 109,877

income taxes payable 759 6,508 2,053

Current portion of long-term debt (Note 4) 40,961 18,280 18,633
Total Current Liabllities 143,684 165,550 134,895
Long-term debt (Note 4) 142,095 42 540 136,864
Asset retirement obligations 1,572 1,560 1,606
.Total Liahilities 287,351 199,650 273,369
EQUITY
Capital 165,133 165,205 165,133
Unit purchase loan plan {Note 6) (11,519} (12,544) {12,342)
Contributed surplus 970 970 970
Retained earnings 103,114 95,118 100,526
Accumulated other comprehensive income (Note 8) 2,596 3,058 2,014
Total Equity 260,294 251,807 256,301
Total Liabilities and Equity s 547,645 $ 451,457 $ 529,670

See accompanylng rotas to consolidated financial statements.



CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS

Three Months Thresa Manths  Six Months Six Months
Ended Ended Ended Ended
July 31 July 31 July 31 July 31
{unaudited, 3 in thousands) 2008 2007 2008 2007
SALES $ 342,368 % 256,414 $ 657,826 3 480,765
Caost of sales, selling and administrative expenses {311,716) (230,429) (601,262} {443,178}
Net earnings before amortization, interest and incoma laxes 30,642 25,985 56,584 47,587
Amorization (7,729) (6,397} {15,518) {13,046)
22,913 19,588 41,046 34,541
Interest (1,977) (1,559) {4,125) {3,208)
20,936 18,029 36,921 31,333
Provision for income taxes (2,502) {3,183) (3,262) (5,680)
NET EARNINGS FOR THE PERIOD s 18434 & 14846 $ 33,669 § 25,653
Retained eamings, beginning of period
as pravicusly reported 100,161 93,334 100,526 83,253
Accounting policy changes (Note 2) - - (119) (83)
Retained earmings, as restated 100,161 93,334 100,407 93,170
Distributions (Note 10) {15.481) {13,062) {30,952) {23,705)
RETAINED EARNINGS, END OF PERIOD $ 103,114 § 595,118 $ 103,144 § 95,118
NET EARNINGS PER UNIT
Basic $ 06,39 3 031 § 071 % 0.54
Ditsled . $ 038 % 030 $ 070 3 0.53
Waighted Average Number of Units Qutstanding (000's)
Basle 47,721 47,629 47,715 47,616
Olluted 48,427 48,408 48,424 48,405
See accompanying nates to consolidated finandal statemants,
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Three Months Three Manths  Six Months Six Months
Ended Ended Ended Ended
July 31 July 31 Jufy 31 July 31
{unaudited, $ in thousands) 2008 2007 2008 2007
NET EARNINGS $ 18,434 § 14,846 $ 33669 $ 25653
Unrealized gains (losses) on translation of financial
statements from a seif sustaining operation in U.S. dollar
functional cumency to Canadian dollar reporting currancy 394 (647) 582 {1.624)
Other comprehensive income {loss) (Note 8) 394 (647) 582 {1.624)
COMPREHENSIVE INCOME 3 18,828 § 14,199 § 34,251 5 24,029

See accompsnying notes to consofidated financlal statements,




“North West Company Fund - File No. 82-34737-
rule 12g3-2(b) Filing”
EXEMPTION NUMBER 82-34737

CONSOLIDATED STATEMENTS OF CASH FLOWS

Three Months Three Months  Six Months Six Months

Ended Ended Ended Ended
July 31 July 31 July 31 July 31
{unaudited, 3 in thousands) 2008 2007 2008 2007
CASH PROVIDED BY (USED IN}
Operating Activities
Net eamings for the pericd L] 18,434 3 14,846 $ 33663 § 25653
Non-cash items _
Amortization 7,729 6,397 15,518 13,046
Futura income taxes 650 (50%) 156 (727)
Unit purchase loan plan compensation (Note 7) - 280 - 587
Amortization of deferred financing costs 46 46 93 93
Loss on disposal of property and equipment (5} (21) 10 461
26,854 21,047 49,446 39,113
Change in non-cash working capital (4,879) (11,015} (25,407) {8,055}
Change in other non-cash items (2,363) (529) (2,220) {261)
Operating activities 19,612 9,503 21,813 30,797
Invasting Actlvities
Business acquisilion (Note 13) - - {6,190) -
Purchase of property and equipment (7,073) (9,198) {13,768) (14,802)
Proceeds from disposal of property and equipment 74 26 3,282 133
Investing activities {5,998) {9,172) {16,676) (14,769)
Financing Activities
Change In bank advances and short-term notes {74) 27,873 4,966 40,181
Net repayments {purchases) under unit purchase loan plan 504 165 823 {1,051}
Increase in long-tarm debt 20,200 - 43,525 -
Repayment of long-term debt {18,092) (20,186) (18,193) {20,2086)
Distributicns (Nole 10) (15,481) (13,062) {36,767) (28,543)
Financing activities {12,543) {5,210} {5,646) {8,619)
NET CHANGE IN CASH $ (330) § (4879) § {503) $ 6,408
Cash, baginning of period 21,558 33,388 21,732 22,100
CASH, END OF PERIOD $ 21,229 % 28,509 % 24,229 & 28,509
Supplemental disclosure of cash paid for:
Interest expense L 3,205 3 3,457 & 4468 § 3,853
Income taxes $ 3,382 5 2,147 $ 4,397 § 3.473

See accompanying noles to consolldated financial stalements,




North West Company Fund 2008 Second Quarter Report

NOTES TO THE UNAUDITED INTERIM PERIOD CONSOLIDATED FINANCIAL STATEMENTS

1. Accounting Presentations and Disclosuras
The unaudlled interim period consolidated financlal slatements have been prepared In accordance with Ganatlan generally aceepled
accounting princlpes (GAAP). These interim financlal statements foffow the same accounting pellcias and thelr melhads of spplication as
the 2007 annual financlal statements, except as described in Note 2. Not all disclosures required by generally accepted accounting principles
for annual finandal statements are presented, and accordingly, tha Inlerdm financial statements should be read in conjunction with
the audited annual consolidated financlal statements and lhe accompanying notes incluged in the North Wes! Company Fund's
2007 Management's Discisslon & Analysls and Consolldaled Financlal Stalemenls report. All amounts ere expressed in Canadian dollars
unless atherwise noted.

2, Accounting Policy Changes
Inventorles
Effective February 1, 2008 lhe Company adopted the new accounting standard Issued by the Canadian Institule of Chartered Accountants
{CICA) section 3031 Inventaries which Is effective for interim and annual financial stalements far fiscal years beginning on or after October 1, 2007,
Secllon 3031 provides guidance on the determination of cost and requires Inveniories to be measured at Ihe lower of cost and net reallzable valug.
The cost of Inventories includes the cost to purchase and other casts Incurred In bringing the Invantories to thelr present tocation and condition,
Costs such as slorage costs and adminfstrative overheads that do not contribute 1o bringing the inventories to their present loceion and condliion
are speclfically excluded from the cast of Inventorles and are expensed in the period Incured. Reversals of previous writs-downs to net realizable
vaiue are now required whan thers ts a subseqgirent ingrease In the value of the iwventaries. The cost of inventories should be determinad using
elther a firgt-in, first-out or weighted aversge cost formuta, Techniques fer the measurement of cost of Inventories, such as the rtail method
may be used If the resulls approximata actual cost. The naw standard alse requires additional disciosures regarding the accounting poficies

used in measuring the inventaring, the carryling vatue af the Inventorias, the amourt of inventardes recognized as an expanse during the pedod,
e amount of writa-downs during the period and the amount of any reversal of wrile-downs that Is recognized as a reduction of expenses.

The Company values inventories at the lower of cost and net realizable value. Costs include the cost to purchase nat of vendor aliowancas and
niher costs, such as transportation, that are directly Incurred to bring Inventores to Ihalr present location and conditlion. The cost of warehause
inventories is determined by the welghted average cost. The cos! of stors Invenlores is determined primarily using the ratail method of accouniing
far general merchandlse inventories and the cost method on a first-in, first-out basls for food Inventories. The Company defines net realizable value
es the anlicipated selling price., Inventories are writtan down to nat realizable value when the cost of Inventories is estimated to ba greater than the
anticipated setling price. When clrcumslances that previcusly caused inventories o be written down below cost no longer exist or when there

fs elear avidence of an Increase In safling price, the amounl of the writs-down praviously recorded Is revarsed. Siorage costs, aogministrative
overheads and selling costs related o the Inventories are expensed In the pariod the costs are Incurred,

This change in accounting pallcy has been implemented rettoactively without restatament of comparative financial statements In accordance with
the fransitionat pravislons. Upon adoption of this accounting standard, the Company recorded a decrease in opening inventorias af $221,000, an
increase In opening future income t2x assets of $102,000, ang a decrease to opening retalned eamings of $118,000,

included In cost of sales, selling and administrative expensas en the consolidated statement of eamings for the Ihree months ended July 31, 2008

Is $242,108,000 of Inventores recognized as an expensa (slk months ended July 31, 2008 - §488,384,000), which Includes 5345,000 for lhe
write-down of inventores as a result of net realizable value being lowar than cost {six manths ended July 31, 2008 - $658,000). There was no reversal
of invertorias wrillen-down previously that are no longer esiimated to sell below cost.

Financlal [nstruments - Recognitlon and Measurement, Disclosure and Presentatlon, Hedges, Cemprehensive Income and Equity
On February 1, 2007 the Company adopled the new accounting standards issued by tha Canadian institte of Chariered Accountants

(CICA} seclicn 3855 Financiat Instruments - Recognition and Measurement; section 3861 Financiat Instruments - Disclosure and Presentation;
seciion 3865 Hedges; section 1530 Comprehensiva Income; and section 3251 Equity. These changes in accounting pollcy were applied
retroaclively without resiatement of comparative financial statements, with the exception of the reclassificallon of the cumutativa cummency
translation adfustmenis account to accumulated other comprehensive Income in accordance with the transilional provisions. Upon

adoption of these accounting standards, tha Company recorded & decrease In opening refained eamings of 583,000.

3, Bank Advances and Short-Term Notes
In January 2000, the Company amranged for new revolving Jsan fadiilles and as a restult amounts drawn by the Canadian operations on the new
{acilities are reported as long-term cabt {Nofe 4}. Pror Lo 1his new arrangement, the Canadlan operalions had available operating loan facifilles of
585,200,000 and had drawn 561,762,000 on these faciiiies al July 31, 2007.

Intemalional cperations have svallable demand, revolving loan fadllities of US$21,000,000 a1 Interest rates of London Interhank Offered Rale
(LIBOR) plus 1.75% or US prime minus 0.25% secured by a fioating charge agalnst certain accounts recelvable and inventories of the
International operations. AtJuly 31, 2008, the Intemationa! ogeralions had drawn (5$9,246,000 (July 31, 2007 - $0) an the facility.
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NOTES TO THE UNAUDITED INTERIM PERIOD CONSOLIDATED FINANCIAL STATEMENTS

4, Long-term Debt

Juty 31 Juty 31

{3 In thousands) 2008 2007
Senior notes ! $ 40,214 $ 59,825
Revotving loan faclities ' 85,578 -
Non-revolving loan facllites ™ 53,338 -
Notes payable 1,629 -
Qbligations under capilal lease 2,299 985
183,066 60,820
Less: Current porilon of long-term debt 40,961 18,280
s 142,085 5 42,540

{

-—

Tha US538,000,000 senior noles mature on June 15, 2008 and bear an Inlerest rale of 5.80% payable semi-annually. The noles are secured by

@ Mpating charge against tha assels of tha Company. The Company has entered Into an Inerest rate swep resulting In floating Interest

cosis on USS8,000,000 of Its senior notes.

(2

-

Canadian operations have avallable three year exiendible, committed, revaiving loan facillies of 5140,000,000. These ladliiies are secured

by a fioating charge on tha assets of the Company and rank pan passu with the senfor note holders. Thess faclities bear Interest at
Bankers® Acceptances plus stamping (ees ranging from 50 basis poinis o B0 basls points or the Canadlan prime rate. At July 31, 2008

the Company has drawn 585,578,000 on these facliities,

&

International operations have avallable three year, exiendible, committed, non-ravolving loan facililes of US$52,600,000, These facilites arg

secured by a floating charge against the assets of the Company and rank pari passu wilh tha sanler note holders. These facllities bear interest
al LIBOR pius stamping fees ranping from 50 basis points lo 80 bas!s polnis or the S prime rate. Al July 31, 2008 the Company had drewn

US552,000,000 on these faclies.

{4)
The notes payable mature in 2013 and 2015.

(5)
of USSE634,000 annualty.

5. Financial Instruments

The notes payable In the amaount of USS1,580,000 baar an Interest rate of US prime plus 1% and have annual principal paymants of US$267,000.

Tha cbligation under capltal leases of US$2,241,000 (July 31, 2007 - US$834,000) Is repayabie In blended principal and interest payments

The following teble presents the carrylng amount and the fafr value of the Company's financial Instruments. Amortized cost is calculated using
the effective Inlerest rate method. Falr valua Is based on quoled market prices when avallable. However, whan financtal instrumenis lack an
available trading market, falr vake 1s determined using management's estimates and [s calculated using market factors for Instruments wilh
slmilar characteristics and risk profiles. These amounts regresent polnt-in-time estimates and may not reflect fair vatue In the iuture. Thase

calculations are subjective in nature, involve uncertalnties and are & matter of significant judgment.

Assetls (Liabllites) Assels (Liabfiilos)

Carried at Cost/Amortized Cost Canted at Falr Value
As gl July 31, 2008 ($ In thouzands) Maturity Camying Value Falr Value Camying Value
Cash Shori-term 5 21,229 5 21,228 ] -
Accounts recelvabla Shon-term 62,251 62,251 -
Financial assets included In other assets Long-term 5,130 5,130 -
Bank advances and shari-lerm notes (Nota 3) Short-term {9.484) (B,484) -
Accounis payable and accrued lahilities Short-term {82,480) (92,480) -
Firanclal derivative instruments " Short-term - - (84)
Current porfion of lang-temn debt 1™ Shor-tem {40,867) {40,887) -
Long-term det! (Nota 4) Long-tam {142,095) {143,080) -

(1) Thase ilams folal $40,881 which comprises the cument porlion of long-lerm dabt (Note 4).




NOTES TO THE UNAUDITED INTERIM PERIOD CONSOLIDATED FINANCIAL STATEMENTS

Assels (Labllijes) Assats (Llabflittes)

Cared al Cost’/Amortized Cost Carled al Falr Value
As at July 31, 2007 (5 in thousands) Maturity Carrying Value Falr Value Canying Value
Cash ShoriHerm ] 28,509 -1 28,508 S -
Accounis receivable Short-term 62,541 62,541 -
Flnanclal assats included in other assels Long-term 4,854 4,954 -
Bank advances and short-term notes (Nata 3) Shart-tarm {61,782) (61,762) -
Accounts payable and accrued Fablilles Short-term (69,000} {69,000) -
Finanglal dervative instruments ™ Short-term - - {4.954)
Current portion of long-term dett Shert-term (13,318) (13,316) -
Long-tarm debt {Note 4) Long-term (42,540} {42,715) -

(1) These items latal $18,280 which comprises ihe curment porilon of long-term dabt (Note 4).

The following summarizes the methods and assumptions used in estimating the fair value of the Company's financlal Instruments:

- The fair vatua of short-tarm financlal instruments approximales thetr carying amounts due o the relatively short period to maturity,

- The falr vaiue of lnng-term debt with fixed Interest rates Is astimated by discounting the expected future cash flows using the current dsk-free
interest rale on an instrument with similar terms adjusted for an appropriate risk premlum for the Company’s credit profite.

The Company recorded Inlerest ravenue of $47,000 for the three months ended July 31, 2008. For the six months ended July 31, 2008, the

Company recorded interes! revenus of $74,000 and a forelgn exchange galn of 57,000 which Is Included In cost of sales, selling, and
adminisirative expansas on the Company's consalidated statements of eamings and retained eamings.

Financla! Derivative Instruments

As at July 31, 2008 (5 In thousands} : Notlonal Valve Interest Rate Falr Value
Interest rate swaps In effective falr value hedging relationship US§s8,000 LIBCR plus 1.87% S 94
(2007 - US514,000) (2007 - 5278)
Cross-cumency Inferest rate swaps in eflective fair value hedging relationship - B.A, plus 2.958% -
(2007 - US$7,000) {2007 - $3,684)
Cross-cumrency Inleresi rate swaps no longer in affectiva hedging reletionship . B.A plus 3.16% -
(2007 - US$2,000) {2007 - $1,002)

E. Unit Purchase Loan Plan
Loans issued {o officers and senlor management to purchase units under the unit purchase loan plan are treated as a reduction of equity.
These Igans are non-interast bearing and repayabie from after tax distribulions on the units purchased or if the person selis the unils or teaves
lhe Company. The loans are secured by a pledge of 655,777 unlts (July 31, 2007 - 716,302) of the Fund wilh a quoled valua at July 31, 2008
of 58,542,000 (July 31, 2007 - $15,205,000). Loans recefvable al July 31, 2008 of 511,519,000 {July 31, 2007 - $12,544,000) are recorded as a
reduction of equity. The loans have terms of threa or five years. The maximum vatue of the Ipans recelvabls under the plan s currengly Iimited
to 515,000,000,

7. Security Based Compensation
Deferred Unit Plan
The Fund has adopted the fatr value method of accounting for security based compansation for tha Trustee Dafered Unlt Plan. The daferred unit
plan compensatian recovery recorded for the three manths ended July 31, 2008 |3 $88,000 (three months ended July 31, 2007 - $114,000 expense)
and expense for the slx manths ended July 31, 2008 Is 518,000 (sbx months ended July 31, 2007 - $315,000). Tha liabifty for the deferred unlt plan
Is recorded in accounts payable and accrued lablities on the Company's consolidated balance shaet and Is adjusted to reflest the iota! number of
deferred unils outstanding muitiplied by the clasing unit price at the end of the perfod, The total number of deferred unfts outstanding at July 31,

2008 [s 55,138 (July 31, 2007 - 33,786). There were no defermed units settled in cash duing the period.
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Unlt Purchase Loan Plan
The Company has a unit purchase loan plan far officars and senfer management whereby loans are granted to employees to purchase unlis of
NWF {see Note 6). These loans are In substance simliar {o stock options and accordingly are accounted for as securlty based compensation in

accordance with sectlon 3870 of the Canadian Institute of Charlered Accountanis handbook.

There wera no compensaltion costs ralated lo the unit purchase laan plan for tha three months ended July 31, 2008 (three months ended

July 31, 2007 - 5280.000) and for the six months ending July 31, 2008 (séx months ending July 31, 2007 - $587,000). Compensation cost is
rgcarded in cost of sales, selling and administrative expenses with a corresponding Increase In coniributed surplus. The compensatlon cost Is

a non-cash expense and has no Impact an the distributlons from the Fund, The untls are purchased ai markel pricas and ane fully vested at the
time the Ioan is exercised, Tha unils are pledged as securily egainst the loan and cannot be withdrewn from the plan untl the princlpal amount of
the loan Is less than 65% or BO% of the market value of the units pledged as security or if the employee sells the units or leaves the Company.,

It the Joan value as a parcentage of the market value of the units pledged as security against the loan falls below the 55% to 0% threshald, the
employes may reduce the numbzar of uniis pledged equal o the market value in excess of the loan balance. Employees arz required to make
prncipal payments on the loan equal (o the afler-tex distribulions on the unlts pledged as security.

The fair value of the compensalion cost was estimaled using the Black-Scholes model using the toliowing assumplions:

2007
Expected lifie 3 or § years
Risk-free Inlerest rala 4.2%
Expected volatllity 25.7%
. Accumulated other comprehenslve income {5 In thousands)
July M July 31 January 31
2008 2007 2008
Balance, beginning of year $ 2014 s 4,882 -] 4,882
Other comprehensive income (loss) 582 (1,824) {2,688)
Accumuiated olher comprehensive income, end of year 2,596 3,058 2,014
Retfeined eamings, end of year 103,114 95,118 100,528
Tolal accumulated other comprehensive Income and ratalned eamings $ 106,710 5 88,176 5 102,540

Accumulated cther comprehensive income represents the aet changes due to exchanga rate fluctustions in the equivalent Canadlan doltar
beok vatues of the net investment in salf-susiaining fereign operations since tha date of acquisition. A partion af the U.S. denominated

senior notes in the amouni of USS39 millicn has been designated as a hedge aganst the foreign operallons.

. Employeoa Future Benafits
The Company's expense for employee future benelits s Included in cost of sates, selling and adminisirstive expenses. Tha expanss for the deflned

benefit pension ptan and the defined contribution pension plan for the three months ended July 31, 2008 1s $750,000 (three months ended

July 31, 2007 - 51,000,000} and the six monihs ended July 31, 2003 |s $1,500,000 {skx months ended July 31, 2007 - $2,000,000). The Company maintains
an employea savings plan for subsianiially sll of ils U.S. employees and recorded an expense for the three months ended July 31, 2008 of USS83,000
{three moniths ended July 31, 2007 - LIS845,000} end for the six months ended July 21, 2008 of US%204,000 (slx months ended July 31, 2007 - 1U5593,000).

10, Distributions

The dectaration of distribullons from the Fund Is subject io the terms of the Fund's Declaralion of Trust and tha discretion of the Board of Trusiess,
Tha distributions pald In cash for the three months ended Juty 31, 2008 1s $15,481,000 (three months ended July 31, 2007 - 513,062,000} and six
monihs ending July 31, 2008 $38,767,000 Including a spedial distribulion of $5,805,000 pald on February 22, 2008 to unitholders of record on
December 31, 2007 (six months ending July 31, 2007 - 528,543,000 Including a speclal diatribution of 54,838,000 paid on February 23, 2007 lo
unitholders of record on Decamber 31, 2008).
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11, Segmented Information (5 n thousands)
The Cempany operates wihin the retafi Industry. The following Infarmation Is presented for the two business segments:

Threa Months Threa Manths Six Months Six Months
Ended Ended Ended Ended
July 31 July 31 July 31 July 31
2008 2007 2008 2007
Sales
Canada $ 227,087 s 210,228 s 431,618 -1 402,492
Intemational 115,269 48,186 220,208 88,273
Total § 342,358 s 256,414 $ 657,826 s 480,765
Net eamings before amorilzation, Interest and income taxes
Canada H 22,400 3 20,842 $ 42,776 § 38,365
Intermnational 8,242 5,142 13,788 8,222
Tolal s 30,642 s 25,885 s 56,664 -] 47,587
Net eamings befora inlerest and income taxes
Canada 1 16,405 ) 15,424 H 30,735 5 28,352
International 8,500 4,164 10,311 6,180
Tolal s 22,913 S 18,588 S 41,046 S 4,541
Tolal Assets
Canada $ 383407 5 377,884 $ 383,407 5 a77.684
Intemastional 164,238 73,673 164,228 73,873
Tatal s 547,845 $ 451,457 $ 547,845 H 451,457

Infemational Inciudas the operations of Alaska Commercial Company, Cost-U-Less, Inc. which was scquired on December 13, 2007 (Nuote 13} and
Span Alaska Enterprises, Inc. which was acquired on March 3, 2008 (Note 13). Incuded in Canada total assels Is property and equipment of 5183,1B0
(Julty 31, 2007 - $153,5582). International total assets Includes property and aquipment of 362,008 {July 31, 2007 - $33,780) and poodwill

of 531,851 {July 34, 2007 - 50).

12. Seasonality
Thae Company’s business follaws a seasonal pattern where hislorically the first quartar sales ave the lowest and the fourh quarter sales ae
the highest, reflecting consumer hollday buylng patlems. As a result, a disproportionale amount of tatal revanues and eamings are typleally
eamed In the fourth quarter. Net eamings generally follow higher sales but can be dependent an markdawn activity In key sales periods to
reduce excess ventories. Net eamings ame historically lower in the first quarier due to fower sales and fixed costs sueh as rent gnd
overhead that apply uniformly throughout the year,

13. Busineas Acqulsitions
On March 3, 2008, the Company acquired all of the issuad and outstanding sharas of privately owned Span Alaska Enterprises, Inc., a food and
general merchandise disiributor serving retall and wholesale customers In rural Alaska, for §6,390,000 in cash consideration pius up to
US$1,200,000 In condingunt cash conslderation,

On December 13, 2007 the Campany purchased all of the Issued and oulstanding shares of Cosl-U-Less, Inc. a leading operator of mid-size
warehouse format stares in remote island communities in the South Pacific and the Carbbean for $54,258,000 In cash conslderation.

All acquisitions have been accounted for by the punchase method of sccounting and Lhe results of aperations of gach acquisition ere included in
the consolidated financial statements from thalr raspactive closing date. The purchase price has besn aliocated lo the acquired assets based on
estimales of their falr values as at the closing data, The final affocalion of the purchase price Is dependani on certain engoing valuations which
may result in changes to the assigned values or the recognition of other Intangible assels.
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The following lable summarizes the fair value of the assets acquired and the llabililes assumed:

Spen Alaska
Enterprises, Inc. Cost-U.Less, Inc.
{§ in housands} March 3, 2008 December 13, 2007
Assots
Cash § - $ 3,043
Aceounis recelvable 2,284 1,030
Inventories 607 20,842
Prepald exgenses 17 728
Future Income taxes 4 - pea
Property and equipment 104 27,963
Other assets 32 843
Goodwill 4,176 27,405
Total Asseats L] 7,420 3 91,853
Liabllftles
Bank advances and short-term noles 5 - § 3,122
Accounis payable and sccrued expenses 1,230 30,203
Current portion of long-term debt - B11
Future income taxes - a2a
Long-term dabl : - 2,831
Total Liablliitles $ 1,220 5 37,505
Cash Conslderatlon 5 8,180 3 54,258

Goodwill assoctated with the Gosl-U-Less, Inc. acquisition Is not deductibla for tax purposes.

15. Future Accounting Standards
The CICA has Issued the lollowing nsw accouniing standands:

Goodwill and Intangible Assets

Section 3084 Issued In February 2008, provides guittance on the recognition, measurement, presentation and disclosura for goodwill and intangible
assels, other than Initial recognition of goodwill and intanglbfe assets acquired In a business combinatien. The standard is effective for fiscal
periods beginning on or after Oclober 1, 2008, and requires retroactive appllcation to prior period financlal statements, The Company Is currently
reviewing the Impact of Lhis standartd and will adopt the standard commencing February 1, 2008,

Intermetioneal Financial Reporting Standards

Tha Canadlan Accounting Standards Board requires alf public compantes to adopt international Financial Reporting Standards (IFRS) for interm
and annual financiz| atalements relating to fiscal years beginning on or afler January 1, 2011, Cempanles will be required fo provide IFRS
comparative information for the previous fiscal year. The transition fram Canadlan Genesrally Accepted Accounting Principles o IFRS will be
spplicable for the Company's first quarier beginning Febmary- 1, 2011 when the Company will prepare comparative financlal statements using IFRS.
The adoption of IFRS will have an Impacl on the financlal statements of the Company, The Company is assessing the impacl of Implementing IFRS,
daveloping Implementation plana and Investing in training and resources to faclitate a imely convarsion,

16, Comparative Amounts
The compasative amounts have been reclassified to conform with the current year’s presentation,




