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Financial Highlights

All currency figures in this report are in Canadian dollars, unless otherwise noted

Year Ended Year Ended Year Ended
($ in thousands, except per share information) January 31,2016  January 31,2015 January 31,2014
RESULTS FOR THE YEAR
Sales $ 1,796,035 $ 1,624,400 S 1,543,125
Same store sales % increase @ 3.8% 24% 1.8%
Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA)® $ 151,347 $ 137,838 $ 138,336
Earnings from operations (EBIT) 107,321 97,466 100,060
Net earnings 69,779 62,883 64,263
Cash flow from operating activities 132,987 115,086 79,473
FINANCIAL POSITION
Total assets $ 793,795 $ 724,299 $ 670,512
Total debt 225,489 201,396 182,862
Total equity 357,612 329,283 322,440
FINANCIAL RATIOS
Debt-to-equity .63:1 61:1 571
Return on net assets @ (RONA) 19.5% 18.4% 20.0%
Return on average equity © (ROE) 20.6% 19.3% 21.0%
Sales blend: Food 79.3% 78.2% 77 4%
General Merchandise 17.6% 18.3% 18.9%
Other 3.1% 3.5% 3.7%
PER SHARE ($) - DILUTED
EBITDA ®@ $ 3.10 $ 2.83 $ 2.84
Net earnings 1.43 1.29 1.32
Cash flow from operating activities ¥ 2.73 236 163
Market price: January 31 30.53 26.56 2542
high 30.53 26.74 29.00
low 23.41 21.93 22.34
Sales EBITDA®™ Cash Dividends/Distributions
(5 in millions) ( in millions) Per Share/Unit®
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(1) Certain 2012 figures have been restated as required by the implementation of IAS 19r Employee Benefits. 2011 has not been restated for these accounting
standard changes. See the 2013 annual audited consolidated financial statements or annual report for further information.

(2) All references to same store sales exclude the foreign exchange impact.
(3) See Non-GAAP Financial Measures section.

(4) Lower cash flow from operating activities in 2013 is largely due to the payment of Canadian income taxes. Further information is provided under Cash from

Operating Activities on page 15.

(5) Effective January 1,2011, North West Company Fund converted to a share corporation called The North West Company Inc. The amount paid in 2011 includes
the final distribution from North West Company Fund of $0.09 and dividends from The North West Company Inc. of $0.96. See Conversion to a Share Corporation

and Consolidated Liquidity and Capital Resources sections for further information.
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Unless otherwise stated, this Management's Discussion & Analysis
("MD&A") for The North West Company Inc. ("NWC") or its predecessor
North West Company Fund (“NWF” or “Fund”) and its subsidiaries
(collectively, “North West Company”, the “Company”,”North West”, or
"NWC") is based on, and should be read in conjunction with the 2015
annual audited consolidated financial statements and accompanying
notes. The Company's annual audited consolidated financial
statements and accompanying notes for the vyear ended
January 31,2016 are in Canadian dollars, except where otherwise
indicated, and are prepared in accordance with International Financial
Reporting Standards (“IFRS").

Due to the transition to IFRS, comparative figures for the year
ended January 31,2011 ("2010") that were previously reported in the
consolidated financial statements prepared in accordance with
Canadian generally accepted accounting principles (“CGAAP”) have
been restated to conform with the accounting policies and financial
statement presentation adopted under IFRS. The financial information
for the fiscal years 2009 and prior was prepared in accordance with
CGAAP and has not been restated. Further information on the
transition to IFRS and the impact on the Company's consolidated
financial statements is provided in the 2011 Annual Financial Report
available on SEDAR at www.sedar.comor on the Company's website at
www.northwest.ca.

The Company adopted the revised IAS 19 Employee Benefits (IAS
19r) effective February 1, 2013. The implementation of this standard
required the restatement of certain 2012 comparative numbers. 2011
and previous years have not been restated for these accounting
standard changes as they were effective for the Company February 1,
2013 with retrospective adjustments as at February 1, 2012. Further
information on the impact of this accounting standard is provided in
the Accounting Standards Implemented in 2013 section of the 2013
Annual Report or in Note 3 to the Company's 2013 annual audited
consolidated financial statements.

The Board of Directors, on the recommendation of its Audit
Committee, approved the contents of this MD&A on April 8, 2016 and
the information contained in this MD&A is current to April 8, 2016,
unless otherwise stated.
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Forward-Looking Statements
This MD&A contains forward-looking statements about North West
including its business operations, strategy and expected financial
performance and condition. Forward-looking statements include
statements that are predictive in nature, depend upon or referto future
events or conditions, or include words such as “expects”,"anticipates”,
"plans”believes” "estimates”,intends” "targets”,"projects”,"forecasts”or
negative versions thereof and other similar expressions, or future or
conditional future financial performance (including sales, earnings,
growth rates, capital expenditures, dividends, debt levels, financial
capacity, access to capital, and liquidity), ongoing business strategies
or prospects, and possible future action by the Company. 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 Company, economic
factors and the retail industry in general. 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 Companydue 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 Company's ability to complete capital projects, strategic
transactions and integrate acquisitions, the Company's ability to realize
benefits from investments in information technology ("IT") and
systems, including IT system implementations or unanticipated results
from these initiatives 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 this MD&A, in the Risk
Factorssections of the Annual Information Formandin our most recent
consolidated financial statements, management information circular,
material change reports and news releases. 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 does not intend
to update any forward-looking statements whether as a result of new
information, future events or otherwise.

Additional information on the Company, including our Annual
Information Form, can be found on SEDAR at www.sedar.comor on the
Company's website at www.northwest.ca.



2015 President & CEO Message

2015 met our expectations for accelerated sales and earnings gains
compared tothe previous three years. Market conditions helped, reflecting
our unique geographic breadth. From remote regions of Canada and
Alaska, to rural western Canadian towns and southern islands across 10
time zones, we were presented with attractive opportunities. Our people,
led by exceptional store teams, were terrific at getting sales. Togetherthey
reinforced North West's advantages of being local, convenient, reliable,
customer—caring and driven to be better every day.

International EBITDA was up 233% compared to a 26.9%
improvement in 2014 and now represents 35.1% of our consolidated
EBITDA. Our "Top" locations in Alaska and the Caribbean were top
performers, led by stores where we recently invested in facilities, store
teams and our best format ideas. International Operations also excelled
again in planning and executing selling events. Their successes tell us that
we have tremendous upside across all banners by better targeting selling
for when customers are most ready to buy, whether by time of day, week,
month or season. Finally,expense rate reductions were achieved through
staff productivity and lower oil-related energy costs.

Northern Canadian sales weretougherto get, in part because we had
more changes underway related to our Top Work. Categories that we
decided to downsize in 2015 predictably impacted top line results in
general merchandise but freed selling space, inventory investment and
management time for Top Categories, which grew at a faster rate. The
northern Canadian economy was challenged by constrained discretionary
spending due to a protracted natural resources downturn and a lack of
public stimulus investment. Against this backdrop we were satisfied that
we struck a good balance between learning from new Top merchandise
programs and store talent structures, while still delivering on our day-to-
day business.

Our Giant Tiger banner was a highlight within the Canadian store
group. Improved sales readiness and everyday operating disciplines,
combined with the remodeling of six stores and opening of two new
locations, contributed to another strong year at Giant Tiger. This work sets
a confident tone for Giant Tiger's potential over the next 3 to 5 years. Apart
from opportunistic acquisitions in other banner regions, Giant Tiger is our
top priority for new store openings targeting rural centers and urban in—
fill markets.

While our financial results were satisfying, the most exciting and
encouraging aspect in 2015 did not have a material impact on the bottom
line. More than in any previous year, our people were fully engaged in
bigger and bolder foundational projects, aligned under our "Top" Strategy
umbrella. Our Topwork principle is straightforward and compelling. We've
chosen to invest first in key positions, products and locations that make
the most difference to our customers and generate the most return to us.
This work stretched and stimulated our people and, positions us to capture
more everyday customer spending.

Under our Top Category initiative, priority merchandise groups were
clearly defined and tested or rolled out in 2015, with a focus on northern
Canada. ltwasalearning yearforour merchantsand store operations teams
as we shifted to high potential business that required new knowledge and
practices. Each Top Category, whether in convenience, food service, baby,
fresh, pharmacy or big ticket, raised our standards and delivered early
results that created momentum for ambitious target-setting for the
upcoming year, across more stores.

Top Markets refers to approximately 40 of our largest and highest
potential store locations. In 2015, we completed a record 11 major projects
within the Top Markets group, ranging from new convenience stores to
main store replacements, additions and complete store remodels. An
essential element was tailoring our project and service offer by viewing
each storeindividually, as if it was the only one we operated. This approach
demanded more time that will be reduced in 2016 and onward as Top
Markets solutions start to combine versions of our 2015 work while staying
true to our "only store" principle. Top Markets will also be paced over an
additional two years, recognizing that each store is requiring more

maintenance investment than initially expected. This change further
ensures that we have capacity to invest in a select number of other
attractive initiatives over the next three years.

Aswork pushed ahead on TopCategories and Markets it became clear
that our store people capability was not keeping pace. A mid-year
adjustment was made to elevate recruitment, training and compensation
as a stand-alone, Top People task. This reinforced accountability and
visibility for what remains North West's basis for success: our people
strength working up and down from our key in-store management roles.
Heading into 2016, our people plans are now more solid, battle-tested and
ready to be a performance driver.

Taking on other major work, with our Top initiatives well underway,
is a careful decision that is justified in the area of upgrading our legacy
merchandise and store information systems. This project will help optimize
our Top work effectiveness and will launch in the second quarter with an
expected time to completion of 24 months.

The Canadian dollar depreciation and lower oil prices were both
unpredicted, net positive impacts on our business last year. In 2016,a more
certain, favourable environment assumes these conditions carry forward,
together with higher U.S. tourism spending that will underpin growth in
our Cost-U-Less banner. In Canada, the federal government's budget is
good news for one of our largest customer segments, low income families
with children. Equally important is the government's commitment to
address longstanding education and basic infrastructure inequities within
First Nation and other northern remote communities, many of which are
served by our Northern, NorthMart and Giant Tiger stores. All of these
factors are expected to more than offset Alaska's difficult fiscal choices tied
to declining oil revenues.

2015 set a new performance bar for North West. Smaller banners like
Cost-U-Less and Giant Tiger delivered big results. Our Top initiatives
challenged us, with lots of learning iterations, but they proved to be the
right work to grow our business at a higher sustainable rate. Thanks to the
impressively high engagement of our associates, | am confident that we
are aligned and on track to deliver more Top results in 2016.

Edward S. Kennedy
President & CEO
April 8,2016
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2015 Chairman's Message

As Chairman of the Board, | am pleased to report to you on the Board's
perspective of the current state of the Company's affairs and specifically,
our achievements in 2015.

2015 was a year of strong performance across all banners. While our
northern Canadian and Alaskan operations continued to provide a solid
foundation, Cost-U-Less and Giant Tiger delivered exceptional year-over-
year growth. Over the years we have faced questions about the strategic
fit of these operations but | think 2015, like 2014, reinforced the market
diversity and scale benefits that exposure to these markets brings to North
West. What is particularly pleasing about these results is that they reflect
the same, store-by-store approach to improving our business that we have
applied in our northern businesses. They also play to our traditional
strengths in logistics and local market adaptability. Today,over 33% of our
store revenues come from these operations, a significant shift over the past
five years.

That being said, we continue to focus on improving our traditional,
northern markets position. We are, as a Board, committed to the “Top”
program that was launched last year and is now in full swing. We have
embarked upon the most ambitious capital spending program in the
Company's history as we invest to maximize performance in our most
important markets and in our most significant merchandise categories,
which are all driven by each community’s changing needs. At the same
time we areinvesting in the capabilities of our people and our technology
to fully enable this transformational work. It's a lot of change for our
Company and our people butitis essential to sustaining our business and
in keeping with the enterprising spirit that has been at the centre of The
North West Company for over 300 years.

The Board is very conscious of our long-standing value proposition
to shareholders, which is to focus on total return by maintaining a strong
and growing dividend, while at the same time driving for annual growth
in our business. We feel our 26 year track record as a publicly-traded
company reflects the success of this approach. As our Top Market work
progresses, we expect to see attractive returns and it is our intention to
continue our policy of consistent dividend growth as these results develop.

Because we focus on being a trusted community store, and because
we have an important role to play as a result, we understand, as a Board,
the unique challenges that these communities face, particularly by those
with significant unemployment and poverty. We also appreciate the need,
in everyone's interest, to properly and expeditiously address these
challenges. For this reason, we are pleased to see recent initiatives taken
by the government of Canada to focus resources on addressing many basic
remote community needs, most importantly in the areas of indigenous
community housing, clean water, education and healthcare. We are also
supportive of efforts to implement recommendations of the Canadian
Truth and Reconciliation Commission.

In addition to our efforts to be adaptable to community shopping
needs and to improve the quality and price of the services and goods we
offer, we are committed to enhancing employment and economic
opportunities, all contributing to better lives. In this spirit, we recently
launched our Healthy Horizons Foundation, with a mandate to encourage
healthy living programs and activities for disadvantaged youth in the
communities we serve. Our belief is that the Foundation will help engage
and empower local youth in areas that need and deserve more private and
public support.
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We spend considerable time at the Board discussing the health and
needs of the communities we are a part of. | believe we have a diversity of
talents and perspectives around the table which gives real meaning to the
oversight of our Company. We were pleased to add to that capability when
Victor Tootoo joined our Board this year. Victor lives in Igaluit, Nunavut,
Canada, where he is a successful businessman and entrepreneur, and
brings valuable personal and community insights to our business
deliberations.

As successful as our results were in 2015,the real story this year was
the volume of change work that was done throughout the Company by
our employees, the Nor'Westers. They rose to the challenge and, on behalf
of the Board and our shareholders | thank them for all their efforts.

B o A

H. Sanford Riley
Chairman, Board of Directors
April 8,2016




Management's
Discussion &
Analysis

OUR BUSINESS TODAY

The North West Company is a leading retailer to underserved rural
communities and urban neighbourhoods in the following regions:
northern Canada, western Canada, rural Alaska, the South Pacific and
the Caribbean. Our stores offer a broad range of products and services
with an emphasis on food. Our value offer is to be the best local
shopping choice for everyday household and local lifestyle needs.

North West's core strengths include: our ability to adapt to varied
local values and priorities to forge community partnerships; our on-
the-ground presence with hard-to-replicate operating skills, customer
insights and facilities; our logistics expertise in moving product to, and
operating stores within, remote or difficult-to-reach markets; and our
ability to apply these strengths within complementary niche
businesses.

North West has a rich enterprising legacy as one of the longest
continuing retail enterprises in the world. The Company traces its roots
back to 1668 and many of our stores in northern Canada have been in
continuous operation for over 200 years. In 2017, the Alaskan retail
subsidiary, Alaska Commercial Company, will celebrate its 150th
anniversary.

Todaythese northern stores serve communities with populations
ranging from 300 to 9,000. A typical store is 6,500 square feet in size
and offers food, family apparel, housewares, appliances, outdoor
products and services such as fuel, post offices, pharmacies, income
tax return preparation, quick-service prepared food, commercial
business sales, prepaid card products, ATMs, cheque cashing and
proprietary credit programs.

Growth at North West has come from market share expansion
within existing locations and from applying our expertise and
infrastructure to new product categories, markets and complementary
businesses. The latter includes wholesaling to independent stores,
opening Giant Tiger junior discount stores in rural communities and
urban neighbourhoods in western Canada, and acquiring Cost-U-Less,
Inc., a chain of mid-sized warehouse format stores serving the South
Pacific islands and the Caribbean.

Akey strength and ongoing strategy of North West is to adapt to
unique local lifestyles and cultures, and capture selling opportunities
better than our competition. Flexible store development models, store
management selection and education, store-level merchandise
ordering, community relations and enterprising incentive plans are all
ingredients of the model we have built to sustain this leading market
position. We believe that continued, efficient enhancement of our
execution skillsingeneral,and our logistics and selling skills specifically,
are essential components to meeting customer needs within each
market we serve,

North West delivers its products and services through the

following retail banners and wholesale businesses, in two reporting

segments:
Canadian Operations'"

121 Northern stores, offering a combination of food, financial
services and general merchandise to remote northern Canadian
communities;

6 NorthMart stores, targeted at larger northern markets with an
emphasis on an expanded selection of fresh foods, fashion and
health products and services;

14 Quickstop convenience stores, offering extended hours,
ready-to-eat foods, fuel and related services in northern Canadian
markets;

34 Giant Tiger ("GT") junior discount stores, offering family
fashion, household products and food to urban neighbourhoods
and larger rural centers in western Canada;

1 Valu Lots discount center and direct-to-customer food
distribution outlet for remote communities in Canada;

1 Solo Market store, targeted at less remote, rural markets;

1 Price Chopper store, a discount food store offering a selection
of fresh food and grocery;

1 Tim Hortons stand-alone franchise restaurant located in a
northern market;

CrescentMulti Foods ("CMF"), a distributor of produce and fresh
meats to independent grocery stores in Saskatchewan, Manitoba
and northwestern Ontario; and

2 North West Company Fur Marketing outlets, trading in furs
and offering Indigenous handicrafts and authentic Canadian
heritage products.

International Operations"

27 ACValue Centers stores similar to Northern and NorthMart,
offering a combination of food and general merchandise to
communities across remote and rural regions of Alaska;

6 Quickstop convenience stores within rural Alaska;

Pacific Alaska Wholesale ("PAW"), a leading distributor to
independent grocery stores,commercial accounts and individual
households in rural Alaska;

13 Cost-U-Less ("CUL") mid-sized warehouse stores, offering
discount food and general merchandise products to island
communities in the South Pacific and the Caribbean; and

1 Island Fresh IGA Supermarket neighborhood food store in
Guam, offering convenience with an emphasis on fresh and
prepared foods.

(1) Store count does not include convenience "Store within a Store" services
such as post offices or branded food service kiosks.

VISION

At North West our mission is to be a trusted provider of goods and
services within hard-to-access or less developed markets. Our vision is
to help people live better in these communities by doing our job well,
with their interests as our first priority. This starts with our customers'
ability and desire to shop locally with us for the widest possible range
of products and services that meet their everyday needs. We respond
by being more innovative, reliable, convenient, locally adaptable,
welcoming and by having the lowest local price, enabled by lean,
innovative processes. For our associates, we want to be a preferred,
fulfilling place to work. For our investors, we want to deliver superior,
top-quartile total returns over the long term.
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PRINCIPLES

The way we work at North West is shaped by six core principles:
Customer Driven, Enterprising, Passion, Accountability, Trust, and
Personal Balance.

Customer Driven refers to looking through the eyes of our customers
while recognizing our local presence as a supportive community
citizen.

Enterprising is our spirit of innovation, improvement and growth,
reflectedin our unrelenting focus on new and better products, services
and processes.

Passion refers to how we value our work, our privileged local market
presence and the opportunity to find solutions that make a difference
in our customers' lives.

Accountability is our management approach to getting work done
through effective roles, tasks and resources.

Trust at North West means doing what you say you will do, with
fairness, integrity and respect.

Personal Balance is our commitment to sustaining ourselves and our
organization, so that we work effectively and sustainably in our roles
and for our customers and communities.

STRATEGIES

The strategies at North West are aligned with a total return approach
to investment performance. We aim to deliver top quartile returns
through an equal emphasis on growth and income yield with
opportunities considered in terms of their growth potential and ability
to sustain an attractive cash return within a lower business risk profile.

The Company's Long-Range Plans ("LRP”") are developed in multi-
year cycles and are reviewed and adjusted as required at the senior
management and board levels. Over the previous LRP cycle, the
Company's focus related to being better at the basic elements of our
value offer, including our in-stock performance and the profitability of
our perishable and other high-convenience categories. The logistics
side of our business was also an investment priority.

The strategic planning work leading into 2014 identified that
further gains in operating standards and efficiency were still attractive
paths for North West. Even more important was our physical store
network, local selling capability and community relations. Finally, we
identified the logistics and data links to our stores as secondary, but
still important competencies that could be further leveraged.

In2014,the Company defined its current strategic priorities aimed
at solidifying and growing market share within top markets and
product and service categories. Our key priorities reflect these findings
and are summarized below together with the results for 2015:
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Initiative #1

Top Markets

Invest in our largest, highest potential markets to drive above average
sales and profit growth through larger, updated store facilities with
more room for growth categories, supported by highly capable store
teams and strong community relations.

Result

11 of 12 planned Top Markets projects were completed on schedule
in 2015 as part of a multi-year investment plan. Performance results
have been generally favourable based on a limited operating track
record due to most projects being completed in the late third quarter
and early fourth quarter. The time horizon for the remaining Top
Markets projects has been extended to 2020 based on higher
maintenance capital requirements per projectand the need to balance
Top Market resources against other attractive opportunities over this
time period. The people element of the Top Markets was broken out
as a separate "Top People" initiative at mid-yearin 2015. This was due
to under-performance on recruiting, and the importance of raising the
visibility and accountability of all core enabling store people practices
(recruiting, training and compensation). The adjustment is working
and recruitment gaps are expected to be filled by mid-2016.

Initiative #2

Top Categories

Capture market share by focusing on existing and new product and
service categories which offer the highest everyday convenience and
service value to our customersand which can be deliveredin a superior
way by North West.

Result

Top Category growth work was preceded by a reduction in low-
potential general merchandise categories. As planned, approximately
30% of then-existing general merchandise inventory was liquidated
and investment was reallocated to Top Categories. The inventory
reduction work was significant and was completed on time and within
the budgeted markdown reserves allocated in the fourth quarter of
2014.

On the Top Category growth side, plans were completed and
either tested or completely rolled out in northern Canada for all Top
Categories in Food Service, Pharmacy, Produce, Meat, Baby and
Children, Large-Pack Size, Grocery, Automotive, Outdoor Living,
Furniture and Motorized. In the first half of 2015, Convenience was
added as a Top Category aggregation of C-store type products and
services. This culminated in a Convenience category plan for all
northern Canadian stores that will be fully implemented in 2016. Top
Category plans generally met or exceeded expectations in 2015. For
2016, financial targets have been built up by store and have the
advantage of the test learnings from last year.




Initiative #3

Complete the Implementation of a Transportation Management
System

Complete the investment in Transportation Management Systems
("TMS") that will deliver a competitive advantage on the cost, quality
and reliability of moving products to the remote markets we serve.
Result

Modifications were made to TMS to add functionality, make the system
easier to use, and simplify processes in our distribution centers and
third-party transportation hubs. These modifications will provide
product visibility and tracking throughout the logistics network and
will enable the expected payment, load planning and shrink reduction
benefits to be realized. The system changes have been implemented
in our Canadian Operations distribution center and the
implementation in our northern Canada transportation hubs is
expected to be completed in the second quarter of 2016.

Initiative #4

Building on our Relationship with Giant Tiger Stores Limited
Renewing our Giant Tiger store base through a stronger partnership
with our Master Franchisor, Giant Tiger Stores Limited ("GTSL") so store
growth accelerates in western Canada and both companies achieve
more cost and scale synergies from working together.

Result

North West and GTSL reached agreement on an amended Master
Franchise Agreement ("MFA") which re-established North West's
exclusivity rights in western Canada and extended the MFA to 2040.
Other important terms of the agreement that will enable North West
to grow its GT store base included a revised royalty structure for the
opening year of new stores and a moreflexible store opening schedule.
In 2015, six store remodels were completed against a plan of three and
two new stores were opened in 2015 compared to a plan of three due
to unforeseen site conditions at the third location. For 2016, four new
store openings and five store remodels are planned.

Initiative #5

Customer Driven and Store Centric

Ensuring that how we work at North West, what we refer to as our
"Management System,"is customer driven and store centered.
Result

Store Connect, a web-based platform that provides stores with an easy
to use, standardized tool for reporting service issues, communicating
customer requests and identifying sales opportunities, was launched
in the fourth quarter of 2014. In 2015, a centralized service desk was
established and all of the Support Office service departments were set
up on the platform. Store Connect was rolled-out to all of our stores
and service level agreements were developed to measure the
timeliness of issue resolution. Satisfaction surveys were conducted
with the stores and the Store Connect overall satisfaction score was
90%. In 2016, there will be greater focus on root cause analysis and
improving issue resolution within the established service level
timelines.

KEY PERFORMANCE DRIVERS AND
CAPABILITIES REQUIRED TO DELIVER RESULTS

The ability to protect and enhance the performance of our "Top
"Markets: OurTopMarkets offerthe highest potentialfor market share
growth, improved productivity and customer satisfaction. We believe
that the effective execution of our Top Markets strategy will deliver
higher returns, even within muted economic conditions, and will
generate solid ideas that can be applied across all stores.

The financial capability to sustain the competitiveness of our
existing store base and to pursue growth: Ourinvestment priorities
center on our Top Categories and Markets while applying higher
payback learnings in areas such as energy-efficiency and technology
to all stores. Non-capital expenditures are centered on Top People
improvements to our in-store capabilities through improved store
structures, compensation, recruiting and training.

The ability to be a leading community store in every market we
serve: This depends on our ability to engage individual customers
and the community at large in highly constructive ways. It starts with
being able to locally tailor our store formats, product/service mix,
community support and store associate employment offer, while still
realizing the scale efficiencies of our size or the size of our alliance
partners. Investing in relationships, a broad range of products, services
and store sizes, flexible technology platforms and “best practice”work
processes, are all required to achieve this goal.

Our ability to build and maintain supportive community
relations: Our ongoing community presence depends on our ability
tobeatrusted,open, respectful and adaptable organization.Renewing
storeleases, especially when the landlord isacommunity development
entity, depends on our track record of solid store operations, our
positive community relations and the perceived community and
customer value of our retail store compared to other options. Our
approach is to reflect community priorities first and invest in local
causes, with community development and healthy living being two
examples. Wefacilitate regular meetings with community and regional
leadership to build constructive relationships and to ensure that
information and ideas are shared on a proactive basis.

Our ability to attract, retain and develop highly capable store
level employees and work practices: Enhancing store stability and
capability as part of our TopPeople strategies recognizesthe important
role played by ourmanagersand other key store-level personnel. These
positions are instrumental in realizing local selling opportunities,
meeting our customer service commitments and building and
maintaining positive community relationships. It also recognizes that
remoteness, employment competition from other local sectors and
other conditions in our markets create challenges in attracting and
retaining people. Related to this is our on-going ability to hire locally
and assist local associates to reach their full potential.

Our ability to reduce costs across all of our store banners,improve
competitiveness and create more time and skill at store level to
sell merchandise: An ongoing goal within our stores is to shift more
staff time and skill towards selling merchandise tailored to the unique
markets we serve, while reducing costs in the non-selling facets of store
work. Productivity opportunities include TMS, labour scheduling,
energy usage and inventory shrinkage reduction. We have developed
alliances with other non-competing retailers to provide development
and distribution services for certain products and services where we
do not have adequate scale.
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CONVERSION TO A SHARE CORPORATION

On January 1, 2011, the North West Company Fund (the “Fund”)
completed its previously announced conversion to a corporation
named The North West Company Inc. (the "Company”) by way of a plan
of arrangement under section 192 of the Canada Business
Corporations Act. The details of the conversion and the Arrangement
are contained in the management information circular dated April 29,
2010whichisavailable onthe Company's website at www.northwest.ca
or on SEDAR at www.sedar.com.

The conversion was accounted for as a continuity of interests and
as such the carrying amounts of the assets, liabilities and unitholders'
equity in the consolidated financial statements of the Fund
immediately before the conversion was the same as the carrying values
of the Company immediately after the conversion. The comparative
amounts in this MD&A and in the consolidated financial statements
are those of the Fund restated to conform with IFRS. The MD&A and
consolidated financial statements contain references to“shareholders”,
“shares” and “dividends” which were previously referred to as
“unitholders”,“units”and “distributions”under the Fund.

As a result of the conversion to a share corporation, the earnings
from The North West Company LP that previously flowed to the Fund
on a pre-tax basis are now subject to income taxes based on statutory
federal and provincial income tax rates commencing January 1,2011.

On November 21, 2011, income tax legislation was enacted to
curtail income deferral by corporations with a partnership that has a
differenttaxation year. The new legislation requiresincome from these
partnerships to be reported on an accrual basis for tax purposes but
also includes transitional provisions whereby income earned from the
partnership during the initial adoption year can be deferred and
recognized over a subsequent five-year period. As a result of these
transition rules, a substantial portion of the income tax payable of the
Canadian Operations for 2011 has been deferred and will be paid over
the next five years. This deferred tax liability has been recorded as a
reduction of deferred tax assets. Further information on deferred tax
assets and deferred tax liabilities is provided in Note 9 to the
consolidated financial statements.

FISCAL YEAR

The fiscal yearends on January 31.The 2015 year which ended January
31,2016, the 2014 year which ended January 31, 2015 and the 2013
year which ended on January 31, 2014 had 365 days of operations.
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Consolidated Results

2015 Highlights

- Salesincreasedto $1.796 billion, our 16" consecutive year of sales
growth.
Same store sales increased 3.8% driven by strong food sales.
EBITDA? increased 9.8% led by International Operations.
Quarterly dividends to shareholders increased 6.9% to $0.31 per
share.
Return on average equity was 20.6% as a result of an 11.0%
increase in net earnings and has averaged 20.6% over the past
five years.
Total returns to shareholders were 20.2% for the year and were
12.8% on a compound annual basis over the past five years.
Two Quickstop convenience stores and two Giant Tiger stores
were opened in Canadian Operations.

FINANCIAL PERFORMANCE

Some of the key performance indicators used by management to
assess results are summarized in the following table:

Key Performance Indicators and Selected Annual Information

($ in thousands,

except per share) 2015 2014 2013
Sales $1,796,035 S 1624400 S 1,543,125
Same store sales % increase!” 3.8% 2.4% 1.8%
EBITDA® $ 151,347 $ 137,838 $ 138336
EBIT $ 107,321 § 97466 S 100,060
Net earnings $ 69779 S 62,883 S 64,263
Net earnings per share -

diluted $ 143 § 129 § 1.32
Cash from operating

activities® $ 132,987 S 115,086 S 79473
Cash dividends per share $ 1.20 $ 106§ 1.12
Total assets $ 793,795 $ 724299 § 670512
Total long-term liabilities $ 280,682 S 248741 § 138334
Return on net assets®? 19.5% 18.4% 20.0%
Return on average equity® 20.6% 19.3% 21.0%

(1) All references to same store sales exclude the foreign exchange impact.
(2) See Non-GAAP Financial Measures section.
(3) See Consolidated Liquidity and Capital Resources.

Consolidated Sales Salesforthe yearended January 31,2016 (“2015")
increased 10.6% to $1.796 billion compared to $1.624 billion for the
year ended January 31,2015 (“2014"), and were up 16.4% compared
to $1.543 billion for the year ended January 31, 2014 (“2013"). The
increase in sales in 2015 was driven by same store sales growth and
the positive impact of foreign exchange on the translation of
International Operations sales. Excluding the foreignexchangeimpact,
sales increased 4.5% from 2014 and were up 7.3% from 2013. On a
same store basis, sales increased 3.8% compared to increases of 2.4%
in 2014 and 1.8% in 2013.

Food sales increased 12.1% from 2014, and were up 53%
excluding the foreign exchange impact with all banners contributing
to the sales gains. Same store food sales increased 4.5% over last year
with quarterly same store increases of 4.9%, 6.3%, 3.8% and 3.2% in the
fourth quarter. Canadian food sales increased 5.8% and International
food sales increased 4.6% excluding the foreign exchange impact
largely due to same store sales growth.

General merchandise salesincreased 6.5% compared to 2014 and
were up 2.5% excluding the foreign exchange impact led by sales
growth in our International Operations. Same store general
merchandise sales increased 1.0% for the year with increases of 5.3%
and 2.5% in the first and second quarter followed by decreases of 1.7%
and 09% in the third and fourth quarter. Canadian general
merchandise sales increased 2.3% as sales in southern markets more
than offset lower sales in northern markets largely due to discontinued
general merchandise and the reallocation of selling space to categories
with more upside potential. International general merchandise sales
increased 3.1% excluding the foreign exchange impact due to same
store sales growth in all banners.

Other revenue, which includes fuel sales, fur sales, tele-pharmacy
revenue and service charge revenue, decreased 2.5% compared to
2014 due to lower fuel sales largely related to fuel price deflation.

Sales Blend The table below shows the consolidated sales blend over
the past three years:

2015 2014 2013
Food 79.3% 782% 77 4%
General merchandise 17.6% 18.3% 18.9%
Other 3.1% 3.5% 3.7%

Canadian Operations accounted for 60.7% of total sales (64.2% in 2014
and 66.3% in 2013) while International Operations contributed 39.3%
(35.8% in 2014 and 33.7% in 2013).

Sales & EBITDA (5 in millions)

I Sales @ EBITDA
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(1) Certain 2012 figures have been restated as required by the implementation of Employee
Benefits IAS 19r. 2011 has not been restated for these accounting standard changes.
See the 2013 annual audited consolidated financial statements for further information.

Gross Profit Gross profitincreased 12.6% to $522.6 million compared
to $464.2 million last year due to sales growth and a 52 basis points
increase in the gross profit rate. The increase in the gross profit rate to
29.1% compared to 28.6% last year was due in part to the impact of
the write-down and clearance of discontinued general merchandise
inventory in Canadian Operations last year. A more favourable product
sales blend also contributed to the gross profit rate improvement.

Selling, Operatingand AdministrativeExpenses Selling,operating
and administrative expenses (“Expenses”) increased 13.2% to
$415.3 million and were up 54 basis points as a percentage of sales
compared to last year. This increase in Expenses is largely due to the
impact of foreign exchange on the translation of International
Operations expenses and higher share-based compensation costs
related to a $3.97 or 14.9% increase in the share price this year
compared toa $1.14 or 4.5% increase last year. Further information on
share-based compensation costs is provided in Note 13 to the
consolidated financial statements. These factors were partially offset
by the impact of employee restructuring costs last year.
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Earnings from Operations (EBIT) Earnings from operations or
earnings before interest and income taxes (“EBIT") increased 10.1% to
$107.3 million compared to $97.5 million last year as sales growth, an
increase in the gross profit rate and the impact of foreign exchange
morethan offsethigher selling, operating and administrative expenses.
Excluding the foreign exchange impact, earnings from operations
increased $3.3 million or 3.5% compared to last year. Earnings before
interest, income taxes, depreciation and amortization ("EBITDA")
increased 9.8% to $151.3 million compared to last year. Excluding the
foreign exchange impact, EBITDA increased 3.8% and was 8.5% as a
percentage of sales compared to 8.6% last year.

Interest Expense Interest expense decreased 6.9% to $6.2 million
compared to $6.7 million last year. The decrease in interest expense is
largely due to lower interest rates on the senior notes that were
refinanced in the second quarter last year partially offset by higher
average debt levels compared to last year. Average debt levels
increased 3.8% comparedtolast year but the average cost of borrowing
was 2.5% compared to 3.1% last year. Further information on interest
expense is provided in Note 18 to the consolidated financial
statements.

Income TaxExpense The provision forincome taxesincreased 12.3%
to $31.3 million compared to $27.9 million last year and the effective
tax rate for the year was 31.0% compared to 30.7% last year reflecting
anincrease in earnings in the International Operations. The increase in
the effective tax rate is largely due to the impact of non-deductible
share-based compensation expenses in Canadian Operations and the
variability of income earned across the various tax jurisdictions in the
International Operations. A more detailed explanation of the income
tax provision and deferred tax assets and liabilities is provided in Note
9 to the consolidated financial statements.

EBITDA & Net Earnings (¢ in millions)
B Net Earnings

I ERITDA
175
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(1) Certain 2012 figures have been restated as required by the implementation of Employee
Benefits IAS 19r. 2011 has not been restated for these accounting standard changes.
See the 2013 annual audited consolidated financial statements for further information.

Net Earnings Consolidated net earnings increased 11.0% to
$69.8 million compared to $62.9 million last year and diluted earnings
per share was $1.43 per share compared to $1.29 per share last year as
earnings growth in the International Operations and the impact of
foreign exchange more than offset lower earnings in the Canadian
Operations. Additional information on the financial performance of
Canadian Operations and International Operationsisincluded on page
11 and page 13 respectively.In 2015, the average exchange rate used
to translate International Operations sales and expenses increased to
1.2971 compared to 1.1148 last year and 1.0389in 2013.
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The Canadian dollar's depreciation versus the U.S. dollar compared to
2014 had the following net impact on the 2015 results:

Sales increase of $99.2 million or 16.4%
Earnings from operations increase of $5.7 million
Net earnings increase of $3.8 million
Diluted earnings pershare increase $0.08 per share

Total Assets Consolidated total assets for the past three years is
summarized in the following table:

($ in thousands) 2015 2014 2013
$ 793,795 $ 724,299 $ 670,512

Total assets

Consolidated assets increased 9.6% to $793.8 million compared
to$724.3 millionin2014and wereup 18.4% compared to $670.5 million
in 2013.Theincrease in consolidated assets is largely due to the impact
of foreign exchange as the year-end exchange rate used to translate
the International Operations assets increased to 1.4080 compared to
1.2717 last year and 1.1119 in 2013. The change in foreign exchange
resultedinanincreasein assets of approximately $28 million compared
tolastyearand $62 million compared to 2013 with the most significant
impact on inventories, property and equipment and goodwill. In
addition to the foreign exchange impact, higher property and
equipment and intangible asset additions were the leading factors
contributing to the increase in assets compared to last year and 2013.
The increase in property and equipment is due to investments in new
stores, major store renovations, equipment replacements and staff
housing renovations as part of our Top Markets initiative. Intangible
assets increased compared to last year and 2013 largely due to the
purchase of new point-of-sale, merchandise management system and
workforce management system software at year-end and the
investment in upgrading the transportation management system.
Deferred tax assets have increased compared to 2013 mainly due to
anincrease in tax assets related to defined benefit plan obligations and
property and equipment, and a decrease in the tax liability related to
the deferred limited partnership earnings. An increase in cash and
accounts receivable compared to last year and 2013 as noted under
working capital below were also factors.

Consolidated working capital for the past three years is
summarized in the following table:

($ in thousands) 2015 2014 2013
Current assets S 335,581 $ 315,840 $ 299,071
Current liabilities $ (155501)  $(146,275)  $(209,738)
Working capital $ 180,080 $ 169,565 $ 89333

Working capital increased $10.5 million or 6.2% to $180.1 million
compared to 2014 and $90.7 million or 101.6% compared to 2013.The
increase in working capital compared to last year and 2013 is due to
the impact of foreign exchange on the translation of International
Operations working capital as noted above and anincrease in cash and
accounts receivable. The increase in cash compared to last year is
primarily due to the timing of deposits in-transit and higher cash in the
stores at year-end, and the increase in accounts receivable is primarily
due to higher big-ticket credit sales in Canadian Operations. These
factors were partially offset by an increase in current liabilities due to
higheraccounts payable and accrued expenses related to share-based
compensation, short-term incentive plan costs and the purchase of
new point-of-sale and merchandise management system software
noted above. The decrease in current liabilities compared to 2013 is
largely related to the current portion of long-term debt which
decreased $77.8 million as a result of the timing of the maturity of the
US$70.0 million senior notes which were refinanced in June 2014.



Return on net assets employed improved to 19.5% compared to
184% in 2014 primarily due to a 10.1% increase in earnings before
interest and taxes. Additional information on net assets employed for
the Canadian Operations and International Operations is on page 12
and page 14 respectively.

Return on average equity increased to 20.6% compared to 19.3%
in 2014, due to an 11.0% increase in net earnings partially offset by
higheraverage equity compared to last year. Average equity increased
4.2% compared to last year due in part to higher accumulated other
comprehensive income related to the foreign exchange impact on the
translation of International Operations financial statements. Further
information on shareholders' equity is provided in the consolidated
statements of changes in shareholders' equity in the consolidated
financial statements.

Return on Net Assets & Equity (%)
I RONA I ROE

25

20
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(1) Certain 2012 figures have been restated as required by the implementation of IAS 19r
Employee Benefits. 2011 has not been restated for these accounting standard changes.
Seethe 2013 annualaudited consolidated financial statements for further information.

Total Long-Term Liabilities Consolidated total long-term liabilities
for the past three years is summarized in the following table:

($ in thousands) 2015 2014 2013

Total long-term liabilities $ 280,682 S 248741 S 138334

Consolidatedlong-term liabilitiesincreased $31.9 million or 12.8%
to $280.7 million compared to 2014 and were up $142.3 million or
102.9% from 2013. The increase in long-term liabilities compared to
2014 and 2013 is primarily due to a decrease in the current portion of
long-term debtas previously notedin the consolidated working capital
section under total assets and the impact of foreign exchange on the
translation of U.S. denominated debt. Further information on long-
term debt is included in the Sources of Liquidity and Capital Structure
sections on page 17 and page 18 respectively and in Note 11 to the
consolidated financial statements. A $15.4 million or 83.8% increase in
the defined benefit plan obligation compared to 2013 largely related
to a lower discount rate was also a factor. Further information on post-
employment benefits is provided in Note 12 to the consolidated
financial statements.

Canadian Operations

FINANCIAL PERFORMANCE

Canadian Operations results for the year are summarized by the key
performance indicators used by management as follows:

Key Performance Indicators

($ in thousands) 2015 2014 2013
Sales $ 1,089,898 $1,042,168 $1,022,985
Same store sales % increase 3.1% 1.3% 1.7%
EBITDA @ $ 98,276 $ 100,896 $ 111,225
EBIT $ 66,495 $  705% $ 81967

Return on net assets 20.4% 21.1% 25.9%

(1) See Non-GAAP Financial Measures section.

Sales Canadian Operations sales increased $47.7 million or 4.6% to
$1.090 billion compared to $1.042 billion in 2014 driven by food sales
growth, and were up $66.9 million or 6.5% compared to 2013. Same
store sales increased 3.1% compared to increases of 1.3% in 2014 and
1.7% in 2013. Food sales accounted for 74.2% (73.4% in 2014) of total
Canadian Operations sales. The balance was made up of general
merchandise sales at 21.3% (21.7% in 2014) and other sales, which
consist primarily of fuel sales, fur sales, tele-pharmacy revenue and
service charge revenue at 4.5% (4.9% in 2014).

Food sales increased by 5.8% from 2014 and were up 8.7%
compared to 2013. Same store food sales increased 4.0% compared to
1.8% in 2014. Same store food sales had quarterly increases of 3.4%,
5.6%, 3.4% and 3.6% in the fourth quarter. Food sales were up in most
categories led by food service, home meal replacement, produce and
meat categories. Food cost inflation was approximately 3.8% for the
year largely driven by higher commodity costs for produce and meat
in the second half of the year.

General merchandise sales increased 2.3% from 2014 and 1.7%
compared to 2013 as sales gains in our urban and rural markets more
than offset lower sales in northern markets due to the clearance of
discontinued general merchandise and reallocation of selling space to
higher potential categories. Same store sales increased 0.3% compared
to a 0.5% decrease in 2014. On a quarterly basis, same store sales
increased 7.2% and 2.0% in the first two quarters and decreased 3.3%
and 3.0% in the third quarter and fourth quarter respectively. Sales in
the second half of the year were negatively impacted by reduction in
general merchandise inventory in northern markets and unseasonably
warm winter weather in both northern and southern markets.

Other revenues, which include fuel sales, fur sales, tele-pharmacy
revenue and service charge revenue, were down 3.5% from 2014 and
decreased 3.3% over 2013. The decrease in other revenues is largely
due to fuel price deflation.
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Sales Blend The table below shows the sales blend for the Canadian
Operations over the past three years:

2015 2014 2013
Food 74.2% 734% 72.7%
General merchandise 21.3% 21.7% 22.3%
Other 4.5% 4.9% 5.0%

Same Store Sales Canadian Operations same store food sales have
tended to be more stable because of the everyday customer needs
they fulfill. Same store general merchandise sales have been more
volatile because they are heavily weighted to big-ticket durable goods
that depend upon customers' discretionary income. Same store sales
for the past three years are shown in the following table:

Same Store Sales

(% change) 2015 2014 2013

Food 4.0% 1.8 % 1.9%
General merchandise 0.3% (0.5)% 0.9%
Total sales 3.1% 1.3 % 1.7%

Gross Profit Gross profit dollars for Canadian Operations increased
by 7.3% driven by sales growth and an increase in the gross profit rate
largely related to the write-down and clearance of general
merchandise in northern markets last year as part of the Company's
Top Categories initiative. Higher food gross profit rates, particularly in
urban and rural markets, was also a factor.

Selling, Operating and Administrative Expenses Selling, operating
and administrative expenses (“Expenses”) increased 11.1% from 2014
and were up 146 basis points as a percentage of sales. The increase in
Expenses is due in part to higher share-based compensation costs
related to the increase in share price this year compared to last year.
Substantially all of the share-based compensation expense is recorded
in Canadian Operationsasa significant number of the senior executives
and employees eligible for share-based compensation are employed
in Canadian Operations. Further information on share-based
compensation costsis providedin Note 13 tothe consolidatedfinancial
statements. Higher short-term incentive plan expenses related to the
increase in consolidated earnings and an increase in administration
expenses and store-based staff costs also contributed to the increase
in Expenses. These factors were partially offset by head office employee
restructuring costs last year.

Earnings from Operations (EBIT) Earnings from operations
decreased $4.1 million or 58% to $66.5 million compared to
$70.6 million in 2014 as the positive impact of higher sales and gross
profit was more than offset by higher selling, operating and
administrative expenses as previously noted. Earnings from operations
as a percentage of sales was 6.1% compared to 6.8% last year. EBITDA
from Canadian Operations decreased $2.6 million or 2.6% to $98.3
million and was 9.0% as a percentage of sales compared to 9.7% in
2014.
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Canadian EBIT & EBITDA Margins (% of sales)
EENCECT W EBITDA
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(1) Certain 2012 figures have been restated as required by the implementation of IAS 19r
Employee Benefits. 2011 has not been restated for these accounting standard changes.
See 2013 annual audited consolidated financial statements for further information.

Net Assets Employed Net assets employed at January 31, 2016
increased 11.0% to $346.8 million compared to $312.5 million at
January 31, 2015, and was up 10.2% compared to $314.8 million at
January 31,2014 as summarized in the following table:

Net Assets Employed

($ in millions at the end of the fiscal

year) 2015 2014 2013
Property and equipment $ 2255 $ 1985 $ 1896
Inventory 125.7 127.3 130.6
Accounts receivable 65.2 59.2 59.1
Other assets 84.8 70.0 58.8
Liabilities (154.4) (142.5) (123.3)

Net assets employed $ 346.8 $ 3125 $ 3148

Capital expenditures for the year included four new stores and
Top Markets investments related to major store renovation projects,
new equipment, energy-efficient refrigeration upgrades and staff
housing improvements. In addition to these projects, the Company
also completed "New Store Experience" upgrades in six Giant Tiger
stores.

Inventory decreased compared to 2014 primarily due to the
discontinuance of under-performing general merchandise categories
in northern markets partially offset by the impact of new stores.
Average inventory levels in 2015 decreased $10.2 million or 7.4%
compared to 2014 and were down $3.5 million or 2.6% compared to
2013 largely due to lower general merchandise inventory as previously
noted. A decrease in food and fuel inventory were also factors.
Inventory turnover improved to 6.1 times compared to 5.4 times in
2014 and 5.5 times in 2013.

Accounts receivable was up $6.0 million or 10.1% to last year and
up $6.1 million compared to 2013. Average accounts receivable was
$3.9 million or 6.9% higher than 2014 and up $2.4 million or 4.1%
compared to 2013. The increase in accounts receivable compared to
2014 and 2013islargely related to higher big-ticket furniture, appliance
and motorized merchandise sales.



Other assets increased $14.8 million or 21.1% compared to last
yearand wereup $26.0 millionor44.29% comparedto 2013.Theincrease
is largely due to higher cash on-hand in stores and deposits in-transit
and an increase in intangible assets related to the implementation of
a transportation management system and the purchase of new point-
of-sale, merchandise management system and workforce
management system software. An increase in net deferred tax assets
primarily related to defined benefit plan obligations and deferred
limited partnership earnings compared to 2013 was also a factor.

Liabilities increased $11.9 million or 8.4% from 2014 and were up
$31.1 million or 25.2% compared to 2013 primarily due to an increase
in accounts payable and accrued liabilities and changes in the defined
benefit plan obligation. Accounts payable and accrued liabilities
increased $8.9 million or 9.6% compared to 2014 and were up
$12.5 million or 14.0% compared to 2013 due to higher trade accounts
payable related to the timing of payment cycles, an increase in share-
based compensation and short-term incentive plan costs and the
purchase of new system software as previously noted. The defined
benefit plan obligation decreased $2.7 million compared to last year
but was up $15.5 million or 84.2% compared to 2013 largely due to a
decrease in the discount rate used to calculate pension liabilities.
Further information on post-employment benefits is provided in Note
12 to the consolidated financial statements.

Return on Net Assets The return on net assets employed for
Canadian Operations decreased to 20.4% from 21.1% in 2014 due to a
5.8% decrease in EBIT partially offset by an $8.9 million or 2.7% decrease
in average net assets compared to last year.

Canadian Return on Net Assets

I CEIT (S in millions) @ RONA (%)
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(1) Certain 2012 figures have been restated as required by the implementation of IAS 19r
Employee Benefits. 2011 has not been restated for these accounting standard changes.
See 2013 annual audited consolidated financial statements for further information.

International Operations
(Stated in U.S. dollars)

International Operations include Alaska Commercial Company ("AC"),
Cost-U-Less ("CUL") and Pacific Alaska Wholesale ("PAW").

FINANCIAL PERFORMANCE

International Operations results for the year are summarized by the key
performance indicators used by management as follows:

Key Performance Indicators

($ in thousands) 2015 2014 2013
Sales $ 544,397 $ 522,275 $ 500,665
Same store sales % increase 5.2% 4.7% 2.1%
EBITDA™ $ 40,991 $ 332240 $ 26,192
EBIT $ 31,475 $ 24,105 $ 17416

Return on net assets " 18.1% 13.8% 9.9%

(1) See Non-GAAP Financial Measures section.

Sales International sales increased 4.2% to $544.4 million compared
to $522.3 million in 2014, and were up $43.7 million or 8.7% compared
to 2013 driven by strong same store sales growth in both AC and CUL
stores. Same store sales increased 5.2% compared to0 4.7% in 2014 and
2.1% in 2013. Food sales accounted for 87.1% (86.8% in 2014) of total
sales with the balance comprised of general merchandise at 12.0%
(12.2% in 2014) and other sales, which consist primarily of fuel sales
and service charge revenues, at 0.9% (1.0% in 2014).

Foodsalesincreased 4.6% from 2014 and were up 9.2% compared
to 2013. Same store food sales were up 5.4% compared to a 4.7%
increase in 2014. Quarterly same store food sales increases were 7.6%
in both the first and second quarter followed by 4.3% and 2.4% in the
third and fourth quarters respectively.

General merchandise sales increased 3.1% from 2014 and were
up 7.2% from 2013. On a same store basis, general merchandise sales
were up 3.9% compared to an increase of 4.8% in 2014. Quarterly same
storegeneralmerchandise sales decreased 1.6%in the first quarter with
increases of 4.7%, 3.5% and 7.5% in the second, third and fourth
quarters respectively.

A continuing improvement in the CUL economic environment,
market share gains in key AC markets and strong promotional selling
activities were leading factors contributing to the same store sales
growth. In Alaska, a 10.0% increase in the Permanent Fund Dividend
("PFD") to $2,072 was also a positive factor.

Other revenues, which consists of fuel sales and service charge
revenue, were down 8.8% from 2014 and 11.7% from 2013 due to fuel
price deflation.

Sales Blend The table below reflects the importance of food sales to
the total sales of International Operations:

2015 2014 2013
Food 87.1% 86.8% 86.7%
General merchandise 12.0% 12.2% 12.2%
Other 0.9% 1.0% 1.1%
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Same Store Sales International Operations same store sales for the
pastthreeyears are shown in the following table. General merchandise
same store sales are impacted by consumer spending on big-ticket
durable goods that are largely influenced by special payments, such
as the Permanent Fund Dividend and regional native corporation
dividends, which can result in greater sales volatility.

Same Store Sales
(% change) 2015 2014 2013
Food 5.4% 4.7% 1.9%
General merchandise 3.9% 4.8% 3.5%
Total sales 5.2% 4.7% 2.1%

Gross Profit Gross profitdollarsincreased 6.2% driven by sales growth
and a 49 basis point increase in the gross profit rate. The increase in the
gross profit rate was due in part to a more favourable product sales
blend. Lower inventory shrink was also a factor.

Selling, Operatingand AdministrativeExpenses Selling,operating
and administrative expenses ("Expenses”) increased 0.9% compared to
lastyear but were down 69 basis points as a percentage of sales. Overall,
expenses were well controlled with an increase in share-based and
short-term incentive costs partially offset by lower utility costs.

Earnings from Operations (EBIT) Earnings from operations
increased $7.4 million or 30.6% to $31.5 million compared to 2014 as
the increase in gross profit more than offset modestly higher Expenses.
EBITDA increased $7.8 million or 23.3% to $41.0 million and was 7.5%
as a percentage of sales compared to 6.4% in 2014.

International EBIT & EBITDA Margins (% of sales)
EENCRT B ERTDA
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Net Assets Employed International Operations net assets employed
decreased $3.8 million or 2.2% to last year and were down $3.5 million
compared to 2013 as summarized in the following table:

Net Assets Employed
($ in millions at the end of the fiscal
year) 2015 2014 2013
Property and equipment $ 855 89.0 $ 875
Inventory 61.1 60.9 614
Accounts receivable 10.0 10.5 10.3
Other assets 51.1 514 49.7
Liabilities (39.9) (40.2) (37.6)

Net assets employed $ 167.8 $ 1716 $ 1713

Property and equipment decreased as amortization more than offset
capital asset additions related to equipment upgrades and minor store
remodel projects.

Inventories increased $0.2 million compared to last year but were
down $0.3 million or 0.5% from 2013. Average inventory levelsin 2015
were $1.1 million or 1.7% higher than 2014 and were $0.2 million or
0.4% higher than 2013 mainly due to higher food inventory in stores.
Inventory turnover improved slightly to 6.2 times compared to 6.1
times in 2014.

Other assets decreased $0.3 million compared to last year but
wereup $1.4 millioncomparedto 2013.Theincrease comparedto 2013
is due to higher cash balances partially offset by a decrease in deferred
tax assets.

Liabilities decreased $0.3 million but were up $2.3 million or 6.1%
compared to 2013 due to higher income tax payable.

Return on Net Assets The return on net assets employed for
International Operations improved to 18.1% compared to 13.8% in

2014 due to a 30.6% increase in EBIT and a 0.4% decrease in average
net assets employed.

International Return on Net Assets

I EBIT (S in millions) @ RONA (%)

40 40
30

20

201 2012 2013 2014 2015



Consolidated Liquidity
and Capital Resources

The following table summarizes the major components of cash flow:

($ in thousands) 2015 2014 2013

Cash provided by (used in):
Operating activities before

taxes paid $ 163,646 $ 147,967 $ 131,468
Taxes paid (30,659) (32,8871) (51,995)
Operating activities 132,987 115,086 79,473
Investing activities (75,813) (50,312) (42,386)
Financing activities (50,174) (58,950) (53,972)
Effect of foreign exchange 1,114 952 563
Net change in cash $ 8114 S 6776 $ (16,322)

Cash from Operating Activities Cash flow from operating activities
increased $17.9 million or 15.6% to $133.0 million compared to 2014
and was up $53.5 million or 67.3% compared to 2013. The increase in
cash flow from operating activities compared to last year s largely due
to higher net earnings, an increase in amortization and the change in
other non-cash items. In addition to these factors, the change in
income taxes paid was also afactor contributing to the increase in cash
flow from operating activities compared to 2013.

The Company paid income taxes of $30.7 million compared to
$32.9 millionin 2014 and $52.0 million in 2013. The change in income
tax payments from 2013 to 2014 is due to the conversion to a share
corporation on January 1, 2011. Following the conversion to a share
corporation and the deferral of the payment of Canadian income taxes
inthetransitionyearin accordance with income tax legislation enacted
November 21,2011, the Company began paying Canadian income tax
installments in 2012. The remaining balance of the accrued Canadian
income taxes for 2012 of approximately $19 million was paid in the first
quarter of 2013 in addition to making the required Canadian monthly
installments for income taxes related to the 2013 tax year which
resulted in an increase in income taxes paid to $52.0 million. In 2014,
consolidated income tax payments decreased to $32.9 million based
on a normalized level of taxable income and the recognition of a
portion of the deferred limited partnership income. Further
information on the Conversion to a Share Corporation is provided on
page 8.

Excluding the impact of income tax installments, cash flow from
operating activitiesincreased $32.2 million or 24.5% compared to 2013.
Changes in non-cash working capital positively impacted cash flow
from operating activities by $5.9 million compared to an increase in
cash flow of $9.2 million in 2014 and a decrease in cash flow of $10.4
million in 2013.The change in non-cash working capital is mainly due
to the change in inventories, accounts payable and accounts
receivable compared to the prioryear. Furtherinformation on working
capital is provided in the Canadian and International net assets
employed section on pages 12 and 14 respectively.

Cash flow from operating activities and unutilized credit available
onexisting loanfacilities are expected to be sufficient tofund operating
requirements, pension plan contributions, sustaining and planned
growth-related capital expenditures as well as anticipated dividends
during 2016.

The compound annual growth rate ("CAGR") for cash flow from
operating activities over the past 10 years is 59% as shown in the
following graph:

Cash Flow from Operating Activities" ($ in millions)
CAGR 5.9%
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(1) 2011 to 2015 are reported in accordance with IFRS. 2010 has been restated to IFRS. All
other historical financial information was prepared in accordance with CGAAP and has
not been restated to IFRS. In the 2010 fiscal year, North West Company Fund converted
from an income tr