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Caution Regarding Forward-Looking Information and Non-GAAP Measures 

Forward-Looking Information  
This AIF contains certain forward-looking information. Certain information included in this AIF may constitute forward-looking 
information within the meaning of securities laws. In some cases, forward-looking information can be identified by terminology 
such as “may”, “will”, “should”, “expect”, “plan”, “anticipate”, “believe”, “estimate”, “predict”, “potential”, “continue” or the 
negative of these terms or other similar expressions concerning matters that are not historical facts. Forward-looking 
information may relate to management’s future outlook and anticipated events or results and may include statements or 
information regarding the future plans or prospects of the Fund or the Operating Partnerships and reflects management’s 
expectations and assumptions regarding the growth, results of operations, performance and business prospects and 
opportunities of the Fund and the Operating Partnerships. Without limitation, information regarding the future operating 
results and economic performance of the Fund and the Operating Partnerships constitute forward-looking information. Such 
forward-looking information reflects management’s current beliefs and is based on information currently available to 
management of the Fund and the Operating Partnerships. Forward-looking information involves significant risks and 
uncertainties. A number of factors could cause actual events or results to differ materially from the events and results discussed 
in the forward-looking information including risks related to investments, conditions of capital markets, economic conditions, 
taxation of income trusts, dependence on key personnel, limited customer bases, interest rates, regulatory change, compliance 
with the terms of the Amended Forbearance Agreement with the senior lenders, ability to meet working capital requirements 
and capital expenditures needs of the Operating Partners, factors relating to the weather and availability of labour. These 
factors should not be considered exhaustive. In addition, in evaluating this information, investors should specifically consider 
various factors, including the risks outlined under “Risk Factors”, which may cause actual events or results to differ materially 
from any forward-looking statement. In formulating forward-looking information herein, management has assumed that 
business and economic conditions affecting the Fund and the Operating Partnerships will continue substantially in the ordinary 
course, including without limitation with respect to general levels of economic activity, regulations, taxes and interest rates. 
Although the forward-looking information is based on what management of the Fund and the Operating Partnerships consider 
to be reasonable assumptions based on information currently available to it, there can be no assurance that actual events or 
results will be consistent with this forward-looking information, and management’s assumptions may prove to be incorrect. This 
forward-looking information is made as of the date of this AIF, and the Fund does not assume any obligation to update or revise 
it to reflect new events or circumstances except as required by law. Undue reliance should not be placed on forward-looking 
information. The Fund is providing the forward-looking financial information set out in this AIF for the purpose of providing 
investors with some context for the “2010 Outlook” presented. Readers are cautioned that this information may not be 
appropriate for any other purpose. 
 

Non-GAAP Measures  

The terms “adjusted EBITDA”, “cash yield from the portfolio”, ‘‘distributable cash’’, ‘‘EBITDA’’, ‘‘invested capital’’, “LTM 
EBITDA”, (collectively the ‘‘Non-GAAP Measures’’) are financial measures used in this AIF that are not standard measures under 
Canadian generally accepted accounting principles (‘‘GAAP’’). NPF’s method of calculating Non-GAAP Measures may differ from 
the methods used by other issuers. Therefore, NPF’s Non-GAAP Measures, as presented may not be comparable to similar 
measures presented by other issuers. 
Adjusted EBITDA refers to EBITDA excluding the gain or loss on reduction of ownership interest (dilution gains or losses) and 
the write-down of goodwill and intangibles. The Fund has used Adjusted EBITDA as the basis for the analysis of its past 
operating financial performance.  Adjusted EBITDA is used by the Fund and management believes it is a useful supplemental 
measure from which to determine the Fund’s ability to generate cash available for debt service, working capital, capital 
expenditures, income taxes and distributions.  Adjusted EBITDA is a measure that management believes facilitates the 
comparability of the results of historical periods and the analysis of its operating financial performance which may be useful to 
investors. 
LTM Cash yield from the portfolio refers to the Fund’s last twelve months cash on cash return from an Operating Partnership 
based on free cash flow paid to the Fund as a percentage of weighted invested capital. Management believes that overall yield 
is a useful supplemental measure for investors to assess the quality of the investments in the Fund’s portfolio and management’s 
ability to invest in successful businesses at reasonable prices. Management uses this measure to monitor the performance of its 
investment strategy.  
Distributable cash is not a standard measure under GAAP and is generally used by Canadian income funds as an indicator of 
financial performance. The Fund’s method of calculating distributable cash may differ from similar computations as reported by 
other similar entities and, accordingly, may not be comparable to distributable cash as reported by such entities.  The Fund 
suspended distributions paid to its unitholders in October 2008.  Under the Amended Forbearance Agreement, the Fund is 
prohibited from making distributions to unitholders and the Fund intends to retain cash to meet working capital requirements 
and capital expenditures needs of the Operating Partners and to repay debt. Management believes it is, therefore, a useful 
financial measure as an indication of the Fund’s ability to generate cash and use such cash to repay debt and fund operations. 
Distributable cash generated by Operating Partnership is also used by management in the calculation of yield which it uses to 
monitor the performance of the Fund’s Operating Partnerships.  
EBITDA refers to net earnings determined in accordance with GAAP, before depreciation and amortization, net of gain or loss 
on disposal of capital assets, interest expense and income tax expense.  EBITDA is used by management and the Trustees as well 
as many investors to determine the ability of an issuer to generate cash from operations. Management also uses EBITDA to 
monitor the performance of the Fund’s reportable segments and believes that in addition to net income or loss and cash 
provided by operating activities, EBITDA is a useful supplemental measure from which to determine the Fund’s ability to 
generate cash available for debt service, working capital, capital expenditures, income taxes and distributions. The Fund has 
provided a reconciliation of income to EBITDA in its AIF.   
Invested capital refers to the cost to acquire an equity interest in an Operating Partnership and excludes transaction costs and 
any working capital provided to such Operating Partnership.  Management uses this measure to monitor the performance of its 
investment strategy and as an input to the calculation of its targeted overall yield for an Operating Partnership. Management 
believes that invested capital is a useful supplemental measure that provides investors with useful information about the capital 
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that the Fund deploys for each Operating Partnership which can subsequently be used to determine the performance of each 
Operating Partnership.  
Investors are cautioned that the Non-GAAP Measures are not alternatives to measures under GAAP and should not, on their 
own, be construed as an indicator of performance or cash flows, a measure of liquidity or as a measure of actual return on the 
Units. These Non-GAAP Measures should only be used in conjunction with the financial statements included in the MD&A and 
the Fund’s annual audited financial statements available on SEDAR at www.sedar.com or at 
www.newportpartnersincomefund.ca.  
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1.  Corporate Structure 

1.1  Name, Address and Incorporation 

 Newport Partners Income Fund (the “Fund”) is an unincorporated open-ended trust established and 
existing under the laws of the Province of Ontario pursuant to a declaration of trust dated May 13, 2005, as 
amended and restated on June 22, 2005, and on August 8, 2005, and as further amended by an amending 
agreement dated March 21, 2007 (the “Declaration of Trust”). The head and registered office of the Fund is 
located at 469 King Street West, 4th Floor, Toronto, Ontario M5V 1K4. 

1.2  Intercorporate Relationships  

 The Fund holds all of the outstanding units (the “CT Units”) and notes (the “CT Notes”) of Newport 
Partners Commercial Trust (the “Commercial Trust”) and indirectly holds all of the A1 LP Units of Newport 
Private Yield LP (“NPY”) and 100% of the shares of Newport Partners GP Inc. (“GP Trustee”) which is the sole 
trustee of NPY GP Trust (“GP Trust”), the general partner of NPY.  NPY indirectly holds through Newport 
Partners Holdings LP (“NPH”) interests ranging from 36% to 100% in the Operating Partnerships. 

 The simplified structure of the Fund follows on the next page. 
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The simplified structure of the Fund is as follows. This chart has been updated to reflect all changes as of the 
date of this AIF. 

 
1. On November 19, 2009, the Fund, through NPH acquired an additional 5.6% interest in Hargraft to increase its 

ownership to 100%.  See “General Development of the Business – Significant Acquisitions”. 

NPY

Commercial 
Trust 

GP Trustee 

Fund

GP Trust 

NPH

 

Public 
Unitholders  

Financial Services 
Segment 

Marketing 
Segment 

Industrial 
Services Segment 

Other 
Segment 

S&E (80%) 

Gemma 2 (100%) 

Capital C (67%) 

IC Group (80%) 

Armstrong (80%) 

NPC (80%) 

Quantum 
Murray (64%) 

Rlogistics (36%) 

Peerless (90%) 

Titan (92%)  

Gusgo (80%) 
 

Brompton (42%) 

Morrison 
Williams (80%) 

NP LP (100%) 

Hargraft1 (100%) 

BMI (77.5%) 

2. On January 4, 2010 the Fund, through NPH acquired an additional 20% interest in Gemma to increase its 
ownership to 100%. See “General Development of the Business – Significant Acquisitions”. 
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Each of the Fund, the Commercial Trust, NPY, NPH, GP Trust, GP Trustee and the Operating Partnerships, other 
than NPC and Titan, have been established under the laws of the Province of Ontario. 

NPC and Titan have been established under the laws of the Province of Alberta. 

2.  General Development of the Business 

2.1  History  

 NPY was formed on February 27, 2004 with capital provided by clients of NP LP and prior to the initial 
public offering (“IPO”) of the Fund on August 8, 2005 raised over $100 million from these accredited investors 
to fund investments in private companies. 

 NPY formed its first Operating Partnership in March 2004 and made investments in this and nine 
additional Operating Partnerships between then and its IPO. Since the Fund’s IPO, nine new Operating 
Partnerships have been formed, numerous investments have been made directly by the Operating Partnerships 
and the Fund has sold three investments, RGC LP, Ezee and ESR1 through asset or unit sales. 

 As of December 31, 2009, the Fund had ownership interests in 16 Operating Partnerships operating in four 
reportable segments: financial services, marketing, industrial services, and other. The Fund forms these 
partnerships by acquiring an ownership interest in the entrepreneur’s business with the entrepreneur typically 
retaining an equity interest. 

                                                           
1 See “2.3 – Significant Dispositions”. 
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 The following table identifies the 16 Operating Partnerships, the business of each Operating Partnership, 
the Fund’s current invested capital and ownership interest, and the date of the Fund’s initial investment. The 
table is current as of the date of this report. 

Operating Partner 
by Segment Business 

Ownership 
Interest

 Date of Initial 
Investment 

Invested 
Capital (000s)

Financial Services     

 Brompton Fund Management 42% Aug. 2005 27,200 

 Morrison Williams Asset Management 80% Aug. 2005 42,000 

 NP LP Asset Management 100% Aug. 2005 20,700 

 Hargraft1 Insurance Brokerage 100%  Apr. 2006 18,300 

 BMI Insurance Brokerage 78%  Apr. 2007 18,200 
Marketing     

 S & E Advertising/Marketing 80%   Oct. 2004 5,700 

 Gemma2 Contact Centre Operator 100%  Mar. 2005 28,000 

 Capital C Marketing/Promotions 67%  Aug. 2005 23,700 

 IC Group Marketing/Promotions 80%   July 2006 10,800 

 Armstrong Marketing/Promotions 80%   Oct. 2006 20,000 
Industrial Services     

 NPC Oil & Gas Services 80%   Oct. 2004 113,100 

 Quantum Murray Demolition and Remediation 64%  Mar. 2006 77,900 
Other     
 Rlogistics Electronic Wholesaler 36%   May 2006 10,000 
 Peerless Garment Manufacturer 90%  June 2006 36,000 
 Titan Manufacturing/Distribution 92% Sept. 2006 25,200 
 Gusgo Container Transportation 80%   Oct. 2006 12,500 
Total     489,300 

1. See Note 1 to “Corporate Structure - Simplified Structure of the Fund” and see “General Development of the 
Business – Significant Acquisitions”

2. See Note 2 to “Corporate Structure - Simplified Structure of the Fund” and see “General Development of the 
Business – Significant Acquisitions”

 The operations of the Fund’s Operating Partnership’s are discussed in further detail beginning on page 15 
of this AIF along with the risks associated with these businesses beginning on page 32 of this AIF. 
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2.2  Overall Summary Financial Results and Summary Results by Business Segment 

 The following tables set out, among other things, the revenues, gross margins, net income, EBITDA and 
Distributable Cash generated by each reportable segment of the Fund for the years ended December 31, 2009, 
2008 and 2007. 

SUMMARY RESULTS  FROM CONTINUING OPERATIONS–  ($000S)  

 

 

YEAR ENDED DECEMBER 31  2009 2008 2007 

Revenues  $ 584,873  $ 652,719  $ 512,667 

Cost of revenues   (438,485) (483,172) (367,326) 

Gross profit  $ 146,388  $ 169,547  $ 145,341 

Selling, general and administrative expenses (105,022) (107,839) (81,852) 

Amortization expense  (30,368) (35,180) (32,086) 

Depreciation expense (13,329) (11,450) (8,343) 

Income from equity investments 1,106 1,824 3,109 

Other income - 330 1,119 

Interest expense  (40,461) ( 40,966) (30,747) 

Loss on dilution of ownership interest  -  (845)  (6,958)  

Write down of goodwill and intangibles (42,793) (231,299) (2,987) 

Impairment in value of long- term investment - (29,000) - 

Income tax expense-current (43) (44) (10) 

Income tax recovery (expense)-future 14,032 13,663 (25,850) 

Loss from continuing operations    $ (70,670)  $ (271,259)  $ (38,664) 

    

Add: 

Amortization 30,368 35,180 32,086 

Depreciation 1 13,411 11,662 8,343 

Amortization of Brompton intangible assets  1,150 1,936 2,387 

Interest expense 40,461 40,966 30,747 

Income tax expense-current 43 44 10 

Income tax (recovery) expense-future (14,032) (13,663) 25,850 

EBITDA    $ 731  $ (195,134)  $ 60,759  

Loss on dilution of ownership interest - 845 6,958 

Write down of goodwill and intangibles and long- term investment 42,793 260,299 2,987 

Adjusted EBITDA  $ 43,704  $ 66,010  $ 70,704 

1  Depreciation of $82 was recorded in Cost of Revenues for the year ended December 31, 2009 (2008 - $212; 2007 – Nil). 
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SUMMARY F INANCIAL  TABLE  –  (SEGMENTED)    ( $000 S  EXCEPT  PER  UNIT  AMOUNTS)     

Summary Financial Table – (segmented) ($000s)  

YEAR ENDED DECEMBER 31, 2009 

FINANCIAL 
SERVICES MARKETING 

INDUSTRIAL 
SERVICES2 OTHER CORPORATE1 TOTAL 

Revenues  $ 27,789  $ 88,400  $ 397,525  $ 71,159  $ -  $ 584,873 
Gross profit  $ 17,907  $ 32,252  $ 75,524  $ 20,705   -  $ 146,388 
Income/(loss) from continuing operations before non-
controlling  interest  $ (8,555)  $ 3,590  $ (17,038)  $ (4,068)  $ (44,599)  $ (70,670) 

EBITDA from continuing operations  $ (5,080)  $ 12,393  $ 6,403  $ 3,385  $ (16,370)  $ 731 
Write-down of goodwill and intangibles  11,938  1,274   18,640  7,554   3,567  42,973 

Adjusted EBITDA  from continuing operations  $ 6,858  $ 13,667  $ 25,043  $ 10,939  $ (12,803)  $ 43,704 
Interest income (expense)2 121 (184) (2,680) (923) (36,795) (40,461) 
Non-cash interest expense3 - - - - 3,453 3,453 
Income tax expense  (25) - - - (18) (43) 
Maintenance capital expenditures and reserves (1,205) (806) 86 (148) - (2,073) 
Capital lease payments (14) (233) (5,508) (233) - (5,988) 

Priority Income per partnership agreement5 20 - - 436 - 456 

Distributable cash from (used by) continuing operations  $ 5,755  $ 12,444  $ 16,941  $ 10,071  $ (46,163)  $ (952) 
Distributable cash from discontinued operations      6,724 

Distributable cash retained by the Fund6       $ 5,772 
 

1  The results of the Corporate  segment include corporate costs and corporate interest expense. 
2  The Fund advanced approximately $62,000 to NPC to allow it to complete its investment in Golosky on July 31, 2007.  This long term facility can be 

converted into equity, if certain future performance criteria are met, and in anticipation of the triggering targets being met, and also in order to 
remove the financing component from the operating results of NPC, interest expense of NPC, and the Industrial Services segment in this Summary 
Financial table has been reduced by $6,027 for the year ended December 31, 2009 and such amount has been added to the interest expense of the 
Corporate segment (2008 - $7,507; 2007 - $2,537). 

3 Non-cash interest expense relates to the amortization of deferred financings charges and the accretion of the equity component of the Convertible 
Debentures.  Issue costs are amortized over the term of the Debentures, and the debt portion will accrete up to the principal balance at maturity. 

4  Management of Gemma has the option to receive its distributions as bonuses.  Where this option is chosen, an adjustment is required to calculate the 
distributable cash to the Fund. 

5  To the extent that in any reporting period, calculated on a cumulative basis, the Fund’s proportionate share of distributable cash is more or less than 
its priority amount, an adjustment to distributable cash is made to reflect the actual cash distributions payable to the Fund by the operating partner. 

6 As there were no distributions made during 2009, distributable cash per unit information has not been provided. 
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Summary Financial Table – (segmented)   ($000s)    

YEAR ENDED DECEMBER 31, 2008
FINANCIAL 

SERVICES MARKETING 
INDUSTRIAL 

SERVICES2 OTHER CORPORATE1
TOTAL 

Revenue   $   34,368    $ 94,036     $ 438,781   $ 85,534    $ -   $   652,719 

Gross profit   $ 22,746   $ 35,855   $ 86,908 $ 24,038   $ -   $ 169,547 
Loss from continuing operations before non- 
   controlling interest   $ (92,790)   $ (5,359)   $ (42,178) $ (7,819)   $ (123,113)   $ (271,259)

EBITDA from continuing operations   $ (91,273)   $ 193   $ (10,039) $ (422)   $ (93,593)   $ (195,134)

Loss on dilution of ownership interest  - - - - 845 845 

Write-down of goodwill and intangibles 77,516 15,063 39,994 12,786 85,940 231,299 

Impairment of  long- term investment 29,000 - - - - 29,000 

Adjusted EBITDA  from continuing operations   $ 15,243   $ 15,256   $ 29,955 $ 12,364   $ (6,808)   $ 66,010 

Interest income (expense) 2 304 (309) (1,947) (1,486) (37,528) (40,966) 

Non-cash interest expense3 - - - - 8,345 8,345 

Income tax expense-current (19) (19) (6) - - (44) 

Maintenance capital expenditures and reserves (252) (876) (4,188) (309) - (5,625) 

Capital lease payments (6) (132) (4,356) (175) - (4,669) 

Distributions expensed4 - 415 - - - 415 

Priority income per partnership agreement5 223 315 1,809 196 - 2,543 

Distributable cash from (used by) continuing operations   $ 15,493   $ 14,650   $ 21,267 $ 10,590   $ (35,991)   $ 26,009 

Cash from discontinued operations         12,378 

Distributable cash         $ 38,387 

Distributable cash per unit from continuing 
   operations    

 
  $ 0.36 

Cash provided per unit from discontinued operations        0.17 

Distributable cash per unit       $ 0.53 
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Summary Financial Table – (segmented) ($000s)  

YEAR ENDED DECEMBER 31, 2007 

 

FINANCIAL 
SERVICES MARKETING 

INDUSTRIAL 
SERVICES2 OTHER CORPORATE1 TOTAL 

Revenues  $ 35,893  $   86,816  $  296,943  $   93,015  $ -  $   512,667 
Gross profit  $ 24,375  $ 33,998  $ 62,695  $ 24,273  $ -  $ 145,341 
Income (loss) from continuing operations before non- 
   controlling interest 

 $ (1,206)  $ (3,078)  $ 7,099  $ (5,022)  $ (36,457)  $ (38,664) 

EBITDA from continuing operations  $ 21,109  $ 11,583  $ 28,891  $ 12,143  $ (12,967)  $ 60,759 
Loss on dilution of ownership interest   -   - - -   6,958 6,958 
Write-down of goodwill and intangibles   -   2,987 - -   - 2,987 
Adjusted EBITDA3  from continuing operations  $ 21,109  $ 14,570  $ 28,891  $ 12,143  $ (6,009)  $ 70,704 
Interest income (expense2)    293   (309) (2,330) (2,427)   (25,974) (30,747) 
Non-cash interest expense   -   - - -   2,797 2,797 
Income tax expense - current   (6)   - - -   (4) (10) 
Maintenance capital expenditures and reserves    (701)   (872) (2,312) (505)   - (4,390) 

Capital lease payments   (2)   (186) (3,162) (77)   - (3,427) 

Distributions expensed4   -   894 - -   - 894 

Priority Income per partnership agreement5   213   612 2,387 486   - 3,698 

Distributable cash from (used by) continuing operations  $ 20,906  $ 14,709  $ 23,474  $ 9,620  $ (29,190)  $ 39,519 
Distributable cash from discontinued operations      10,426 

Distributable cash        $   49,945 

Distributable cash per unit from continuing 
   operations 

      $ 0.55 

Cash provided per unit from discontinued operations        0.15

Distributable cash per unit       $ 0.70 
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2.3   Financing 

The Fund, through Newport Finance Corp., a subsidiary of the Fund, has a Senior Credit Agreement (the 
“Senior Credit Agreement”) with a syndicate of lenders (”the Lenders”). Since December 31, 2008, the 
Fund has not been in compliance with certain covenants under the Senior Credit Agreement. On April 1, 2009 
and April 29, 2009, the Fund received notices from the Lenders confirming the events of default, advising that 
no future advances would be available to the Fund from any of the commitments under the Senior Credit 
Agreement, other than at the sole discretion of the Lenders, and that no other debt could be incurred by the 
Fund.  In addition, the Lenders provided notice to the Fund that it would be charged default interest at 3% per 
annum for the period from January 31, 2009.  

At the beginning of 2009, management of the Fund began discussions with the Lenders with a view to 
reaching an agreement to address the defaults.  On July 21, 2009 the Fund announced that a Forbearance 
Agreement (the “Forbearance Agreement”) had been entered into with the Lenders.  Under the terms of 
the Forbearance Agreement, the Lenders have agreed to forbear from exercising their default-related rights 
and remedies under the Senior Credit Agreement for a period of up to 365 days, which period may be reduced 
upon the occurrence of certain new defaults (the "Forbearance Period").   

The Fund agreed to repay the Lenders in full by the end of the Forbearance Period, by realizing minimum net 
proceeds on disposals of assets and from the proceeds of re-financings of the investee businesses of the Fund 
by certain agreed-upon dates. The minimum debt repayment targets and agreed upon dates were $70 million 
by November 10, 2009 and $55 million by January 7, 2010 with the balance to be repaid by July 21, 2010. The 
Fund is also subject to a minimum EBITDA covenant and to a maximum capital expenditures covenant during 
the Forbearance Period beginning with the period ended January 2010.  

Assuming that the Fund is in compliance with the Forbearance Agreement, the Lenders have also agreed that 
no default interest will accrue or be payable during the Forbearance Period and have agreed to waive certain 
prepayment fees which would otherwise continue to apply. Default interest up until the beginning of the 
Forbearance Period in the amount of $3.5 million is to be paid in part from the proceeds of asset sales with the 
balance payable at the end of the Forbearance Period. 

A forbearance fee is to be paid to the Lenders, in part from asset sales, with the balance payable at the end of 
the Forbearance Period.  The fee is initially 75 basis points of the principal amount outstanding under the 
Senior Credit Agreement, but could be reduced to 25 basis points upon certain repayment targets being 
achieved.  The minimum fee that can now be charged is 50 basis points but only if full repayment is made 
within 300 days of July 21, 2009.  A maximum fee of $1.9 million has been recorded for the year ended 
December 31, 2009. 

On October 1, 2009, the Fund sold its investment in Elliott Special Risks LP for $74.6 million, and the Fund used 
$70.1 million to repay the Lenders, satisfying in advance the first milestone of the Forbearance Agreement. 

On November 25, 2009, the Fund announced an amendment to the Forbearance Agreement had been entered 
into with the Lenders (the “First Amendment”). Under the terms of the First Amendment, the requirement to 
repay $55 million by January 7, 2010 by way of proceeds from the asset sales was amended.  The Lenders 
agreed to allow for repayments by using cash on hand and proceeds from asset sales.  $30 million was repaid 
on November 25, 2009 from cash on hand and the next repayment was scheduled for February 28, 2010 in the 
amount of $35 million with the balance to be repaid by July 21, 2010.  As part of the First Amendment, the 
Lenders consented to NPH acquiring all of the issued and outstanding equity interests of Gemma that it did not 
currently own.  

On February 19, 2010 the Fund announced a further amendment to the Forbearance Agreement (The “Second 
Amendment”). Under the terms of the Second Amendment, the requirement to repay $35 million by February 
28, 2010 was amended to a requirement to pay $18.5 million. The fund paid $20 million from cash on hand 
which amount included a $1.5 million rescheduling fee. 
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In conjunction with the signing of the Forbearance Agreement, NPH, a subsidiary of the Fund, has arranged for 
a $20 million subordinated financing facility from an affiliate in order to provide sufficient working capital.   
The facility bears interest at 10% per annum and repayments of principal and interest can be made after full 
repayment of amounts owing under the Senior Credit Agreement.  

As a consequence of the continuing events of default under the Senior Credit Agreement, the Fund was 
contractually prohibited under the Collateral Covenants Agreement with the Lenders from remitting the June 
30, 2009 interest payment on the Unsecured Subordinated Convertible Debentures (the “Debentures”) and as 
of July 15, 2009, the failure to make the interest payment constituted an event of default under the terms of 
the Debentures’ trust indenture (“Trust Indenture”) governing the Debentures.  The Forbearance Agreement 
does not permit the Fund to make further interest payments during the Forbearance Period.   

Under the terms of the Trust Indenture, the debenture trustee can provide notice to the Fund to declare all 
principal and interest to become due and payable as a result of the default. The Fund has been in discussions 
with principal holders of the Debentures with a view to reaching an agreement to restructure the Debentures.  
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2.4 Significant Acquisitions 

On January 30, 2009, the minority limited partner of ESR delivered to the Fund an offer letter pursuant to the 
Shotgun Buy-Sell provision of the limited partnership agreement governing ESR.  On February 27, 2009 the 
Fund elected to accept the minority limited partner’s offer to sell its 20% interest in ESR.  The transaction 
closed on March 31, 2009, at which time, the Fund paid $8,500 and its interest in ESR increased to 100%.   On 
October 1, 2009, the Fund sold its 100% interest in ESR.  (See Significant Dispositions) 

On August 31, 2009, the Fund paid the vendor of IC Group, the final payment of a three year earn-out 
provision, pursuant to the original purchase and sale agreement dated July 2006.  The final payment amount 
was $2,337. 

On December 4, 2009 the Fund paid $96 to acquire an additional 5.4% interest in Hargraft, increasing its 
ownership to 100%.   

On August 4, 2009, the minority limited partner of Gemma delivered to the Fund an offer letter pursuant to 
the Shotgun Buy-Sell provision of the limited partnership agreement governing Gemma.  The Fund elected to 
accept the minority limited partner’s offer to sell its 20% interest in Gemma.  The transaction closed on 
January 4, 2010, at which time, the Fund paid $4,316 and its interest in Gemma increased to 100%. 

2.5 Significant Dispositions 

On October 1, 2009, the Fund sold 100% of its investment in Elliott Special Risks LP (“ESR”) for net proceeds of 
$74,614, resulting in an accounting gain of $31,308, which is included in income/(loss) from discontinued 
operations. 

On February 10, 2009, Hargraft sold the shares of its wholly owned subsidiary, Hargraft Schofield Benefits Inc. 
for proceeds of $1,274 to the Fund, and recorded a nominal gain on the transaction. 

2.6 Strategy 

The Fund’s business and investment strategy is based on: 

� Addressing and solving the Fund’s balance sheet issues including reducing debt levels and 
restructuring the Debentures. 

� Stabilizing the Fund and providing operational support to facilitate the growth and performance of 
the businesses.   

� Investing in well established businesses with leading or niche positions in their respective industries, 
histories of profitability, growth plans and talented management teams.   

� Providing capital and strategic financial advice to the businesses.  

� Investing for long-term returns.   

2.7   Planned Corporate Conversion 

Management of the Fund expects to recommend to the Trustees in 2010 that they consider a conversion from 
an income trust to a corporation.  Management believes that a change in structure of the Fund in advance of 
2011 when the SIFT Rules come into effect will allow for the use of strategies to reduce overall taxes.  
Information on this initiative will be communicated in due course. 
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3. Description of the Business 

 The Fund has continuing ownership interests in 16 Operating Partnerships. These partnerships operate in 
four reportable segments: (1) financial services; (2) marketing; (3) industrial services; and (4) other. The 
following is a description of the business of each Operating Partnership organized by business segment. 

3.1  Description of Operating Partnerships by Business Segment 

A.  Financial Services 

i. Brompton Corp. (“Brompton”)  

Business Overview 

 On April 4, 2008, the Fund, through NPH, exchanged its 45% equity interest in Brompton LP for an 
approximate 41.7% equity interest in Brompton 

 Brompton provides management services to 14 closed-end investment funds (all of which trade on the 
Toronto Stock Exchange “TSX”) and two underlying funds (collectively, the “Brompton Funds”) with total net 
assets of approximately $1.5 billion as at December 31, 2009. 

 Brompton is based in Toronto and has approximately 13 employees. 

 Brompton has been in the portfolio since August 2005. 

Products and Services 

 Brompton manages the Brompton Funds and generally receives a fee based on the net assets under 
management. Brompton primarily engages external portfolio managers to manage the fund’s investment 
portfolio with a focus on investing in income trusts, equity securities and debt instruments.  Brompton 
generally provides all other fund management and administration services for the Brompton Funds.  Five of 
the Brompton Funds have indefinite terms and nine of the Brompton Funds have fixed terms which range from 
May 2011 to June 2028. 

Industry Overview and Trends 

 Brompton’s investment fund management business operates primarily in the Canadian retail structured 
product market. This market consists of the structuring, marketing and management of publicly traded closed-
end investment funds (formed either as trusts or corporations) whose securities are distributed primarily to 
Canadian retail investors. These funds use the proceeds from public offerings to invest in a broad selection of 
marketable securities including diversified portfolios of units of income trusts, shares of public corporations, 
debt instruments and options. These funds are designed to provide retail investors with access to diversified 
portfolios of marketable securities which would otherwise not be readily available to them. The funds are 
structured to provide investors with regular cash distributions and in many cases, leverage is used to increase 
the level of distributions.  

Competition 

 The business of managing structured products in Canada is highly competitive and includes independent 
entities as well as affiliates of major Canadian financial services corporations such as banks and mutual fund 
managers. Many of these competitors may have greater financial, distribution and other resources than 
Brompton. Brompton believes it has a competitive advantage because of its significant experience in the 
marketplace and its strong relationships with major investment dealers. 

ii. Morrison Williams Investment Management LP (“Morrison Williams”)  

Business Overview 

 Morrison Williams is an institutional money manager with over $3.0 billion of funds under management as 
at December 31, 2009. Founded in 1992, Morrison Williams invests primarily on behalf of pension funds and 
mutual funds. It also invests on behalf of institutional clients and a number of high net-worth individuals. 
Morrison Williams’ investment philosophy has generated results for its clients that Morrison Williams believes 
have exceeded its clients’ benchmarks over the medium and long-term. 

 Morrison Williams’ head office is in Toronto and has twelve 12 employees and two consultants. 

 Morrison Williams has been in the portfolio since August 2005. 
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Products and Services 

 Morrison Williams provides asset management services for clients on a segregated and pooled basis with 
mandates including fixed income, balanced, Canadian equities, and royalty and income trusts. It generally 
charges its clients a fee on total assets under management depending upon mandate size. 

 Morrison Williams takes a targeted approach to investing for each of its various asset classes. Its approach 
to fixed income is to select securities which have a minimum amount of credit risk, with an emphasis on quality 
and liquidity. Based on Morrison Williams’ views on interest rate movements, the duration of its investments is 
adjusted to take advantage of market trends. From time to time, Morrison Williams will add unique fixed 
income securities to its portfolios to add yield. Morrison Williams’ equities investment strategy is to take a 
“top-down” approach that considers the impact of worldwide economic forces and events and that blends 
growth and value stocks. It is an approach based on an analysis of long-term trends, acting with discipline, 
selecting conservative stocks, diversification and risk control. For royalty and income trusts, Morrison Williams 
applies its disciplined process to selecting equities and then analyzes the fundamental and relative value of 
these trusts.  With the change in the tax structure of income trusts that will result in most of them switching to 
a corporation and dividend structure, Morrison Williams will focus its attention on high yielding securities. 

Customers 

 Morrison Williams’ primary clients are pension funds and mutual funds. It also manages assets for 
institutional clients and a relatively small group of high net-worth individuals. Morrison Williams’ largest client 
accounts for approximately 20% of assets under management and its eight largest clients make up 
approximately 54% of assets under management, as at December 31, 2009. Morrison Williams has enjoyed 
long-standing relationships with its eight largest clients. 

 NICI, a subsidiary of NP LP, is a client of Morrison Williams. 

Industry Trends 

 In the institutional segment of the Canadian investment management industry, investment managers 
provide investment management services to a variety of institutional clients including pension plans, mutual 
funds and other investment and savings plans of corporations, government agencies, municipalities, 
universities, charitable foundations, endowment funds and insurance companies. 

Competition 

 There are numerous investment management companies operating in competition with Morrison Williams. 
These competitors include any asset manager seeking management of institutional and individual assets. 
However, institutions require a variety of asset managers with different investment philosophies and styles in 
order to diversify their portfolios, to manage risk and to achieve greater returns. 

 Management believes that Morrison Williams has a competitive advantage because of the extensive 
knowledge and experience of its principals, as evidenced by its portfolio performance. 

iii. NP LP  

Business Overview 

 NP LP is an independent wealth management company providing investment counselling and 
sophisticated financial planning, management and solutions to its personal and corporate clients, with a focus 
on understanding and serving the needs of entrepreneurs. Since its inception in 2000, NP LP has grown its 
assets under management to over $1.0 billion as at December 31, 2009.  

 NP LP is based in Toronto and has over 30 employees. 

 NP LP has been in the portfolio since August, 2005. 

Products and Services 

 NP LP advises its personal clients on investments in a diverse range of public and private assets. NP LP 
determines the appropriate asset allocation for each of its clients and engages external investment managers 
specializing in all asset classes to invest on behalf of clients. In addition, NP LP offers personal clients other 
services including estate planning, tax planning, philanthropy planning, risk management, cash management 
and retirement planning. NP LP offers its corporate clients a variety of services, including sourcing of capital, 
advising on mergers, acquisitions and divestitures and other corporate finance advisory services. 
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 In its wealth management business, NP LP charges its clients a fee based on assets under management. NP 
LP’s corporate clients generally pay a transaction-based fee. 

Customers 

 NP LP’s client base is made up of approximately 600 individuals, families, and companies located 
throughout Canada. Its wealth management clients represent a diverse cross-section of Canadian investors.   
NP LP views its clients as partners, whose ideas, industry expertise and insights can greatly enrich NP LP’s advice 
and decision-making. NP LP’s corporate clients are both public and private entities and government 
organizations of various sizes. 

Industry Trends 

 The Canadian wealth management market is very large, with roughly 500,000 households with more than 
$1 million of investable assets representing over $1.5 trillion in total wealth.  These figures are expected to 
grow by 2-3 times over the next 10 years, providing great opportunities for wealth management firms to grow. 

 A significant portion of the wealth that is expected to be created over the next decade comes from private 
business owners.  Many private businesses are facing succession issues today that must be dealt with and 
research shows that the majority will end up being sold rather than transferred from one generation to the 
next.  This will create additional growth opportunities for wealth management firms, especially those with a 
focus on the entrepreneur. 

Competition 

 The wealth management industry in Canada is highly competitive. Each Canadian chartered bank has a 
wealth management division. Numerous boutique firms also provide wealth management services but typically 
have a more regional focus to their client base than NP LP. Although many of these companies have financial 
resources significantly greater than those of NP LP, NP LP believes that it is unique because of its focus on 
serving the needs of entrepreneurs. Management believes that NP LP’s specific knowledge of this niche, along 
with the extensive experience and relationships of the NP LP entrepreneurs, provides NP LP with a sustainable 
competitive advantage. 

iv. Hargraft Schofield LP (“Hargraft”) 

Business Overview 

 Founded in 1874, Hargraft is a leading participant in the Canadian insurance industry and was one of 
the first brokerages established in Ontario. Hargraft manages close to $42 million of premium and customized 
insurance solutions for industry leaders in a number of sectors, including finance, construction, manufacturing, 
transportation, education and hospitality. Hargraft sells insurance products to commercial clients and high net-
worth individuals. �

   Hargraft is a national broker with clients in all provinces of Canada and operates out of its head office in 
Toronto and employs 19 people. �

 Hargraft has been in the portfolio since April 2006. 

Products and Services 

 Hargraft offers a variety of products and services for businesses and individuals. Some of the industries to 
which Hargraft supplies insurance products are manufacturing, construction, transportation, medical, 
education, finance and hospitality. The products supplied include errors and omissions, medical malpractice, 
environmental liability, fleet packages, surety products, and property insurance products.  

 Hargraft also supplies specialty insurance products for high net-worth individuals including business 
owners, executives and professional athletes. The products include life, health and income protection 
insurance, and property and personal liability insurance. 

 Hargraft is one of Canada’s leading brokers in the transportation segment. In 2009, transportation 
customers represented 55% of the premiums written by Hargraft and 38% of its commissions. In 2009, 
Hargraft’s business mix was 92% commercial insurance lines and 8% personal insurance.  
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Customers 

 Hargraft sells its insurance products to businesses and individuals throughout Canada. Hargraft has 
approximately 1,400 customers. Its five largest customers accounted for 23% of revenue in 2009, and its largest 
customer accounted for 7% of revenue in 2009. 

Industry Trends 

 Strong underwriting profits and investment returns of insurance underwriters have resulted in increased 
capital and the ability to underwrite additional business. Certain insurers with aggressive growth targets 
severely reduced pricing structures to attract new business. It is expected that commission revenues will 
continue to be adversely affected for 2010. 

Competition 

 According to the Insurance Brokers Industry Association, the Canadian insurance industry has over 25,000 
property and casualty insurance brokerages. Management believes that Hargraft has differentiated itself from 
its competition by focusing its sales efforts on certain market segments, such as transportation, and by 
developing strong relationships with key customers in a concentrated geographic area, Ontario. Hargraft has 
further enhanced its specialized position in the industry by offering additional products within these very 
focused market niches. 

Growth Strategy 

  Hargraft will look to attract outstanding individuals who can enhance the value of its insurance sales 
force. Hargraft currently has a seasoned client service team. 

Competitive Strengths 

 Experienced Management and Sales Force - Hargraft maintains a competitive advantage in the insurance 
industry through its experienced management team and its experienced and proven sales force that are key to 
the success of Hargraft.  

 Focused Strategy - Hargraft has developed a focused strategy around certain specialized insurance 
products and customers. This strategy has allowed Hargraft to build its reputation in these areas and develop 
strong relationships with insurers and customers. 

 Excellent Reputation — During its 134 year history, Hargraft has developed a reputation in the insurance 
brokerage industry for accountability, consistency, innovation and excellence. 

v. Baird MacGregor Insurance Brokers LP (“BMI”) 

Business Overview 

 Founded in 1979, BMI is an established and respected Ontario based Canadian owned insurance brokerage 
offering a full range of insurance products and services.  BMI’s head office is situated in Toronto and it 
operates a satellite Mississauga branch. 

 BMI serves a variety of both commercial and personal clientele.  The portfolio is a mix of local and national 
accounts. The brokerage is a recognized specialty insurance provider to the transportation industry. 

 BMI employs 64 people, many of whom have tenures in excess of a decade.  BMI is structured with 
dedicated and knowledgeable teams of insurance professionals serving each of its business segments.  The 
business portfolio is approximately $60 million in annual premium volume. 

 BMI has been in the portfolio since April, 2007.   

Products and Services 

 BMI offers a full range of insurance products and services including commercial property, business 
interruption, liability, fleet, specialty auto, umbrella liability, crime, surety, directors’ and officers’ liability, 
errors and omissions, environmental liability, boiler and machinery, cargo, builders risk, life, group benefits and 
various ancillary products.  In addition to its commercial product offerings, the brokerage provides a full array 
of personal insurance products and services including personal home, auto and umbrella for both individuals 
and employee groups. 

 BMI provides detailed risk analysis, program design and statistical data management services to its 
clientele.  The brokerage is experienced in the design, implementation and management of self insured 
retention programs. 
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 BMI has successfully penetrated its niche markets by developing risk management solutions tailored to the 
unique needs of their customers.  BMI works closely with associations, industry groups and franchise systems in 
their niche markets to ensure that their needs are adequately served. 

 The breakdown of written premium by business segment is 78% Transportation, 7% Personal Lines Life & 
Benefits, and 15% Commercial 

Customers 

 BMI’s portfolio is comprised of 93% commercial clientele and the remaining 7% is Personal Lines, Life and 
Benefits clientele.  The portfolio consists of 3,500 clients, many of which are long standing relationships. 

Industry Trends 

 The insurance marketplace has cycled through competitive ‘soft’ markets where underwriting capacity is 
plentiful and ‘hard’ markets where this capacity shrinks.  During soft cycles, insurers’ pricing levels reduce as 
they compete for market share. During hard market cycles, pricing levels rise. Brokerage income is directly 
affected by these market cycles as the commissions earned are predicated on the premiums charged.  Hard 
markets are typically triggered following natural disasters, increased loss frequency, severity or significant 
adverse development on outstanding claims case loads.  Another factor is volatility in investment income, as 
poor results will apply pressure to underwriting results.  The Canadian insurance market is in the midst of a 
competitive market which is expected to persist during 2010.  Most insurers have aggressive growth targets 
and there is little indication of tightening capacity.  Certain industry auto results are showing signs of 
deteriorating underwriting performance.  Some insurers are seeking rate increases in their auto book of 
business.  Small pockets of tightening in the auto market are expected to continue to manifest during 2010, 
but overall market conditions are expected to remain soft with resultant reduction in broker commissions. 

Competition 

 While the Canadian market place is competitive, BMI has been successful in developing long term client 
relationships by providing good advice, product designs that meet client needs and through dedicating 
knowledgeable specialists to each account.  The brokerage has access to a wide range of insurers with which 
they have cultivated solid relationships.  This enables BMI to negotiate the right coverage solution for each and 
every client. 

 BMI provides value added services including lobbying for legislative change on insurance related issues 
that affect their client base.  The brokerage offers seminars tailored to their client needs and accurate 
statistical analysis and data management services that help clients manage their risk. 

 BMI makes an effort to understand the business environment within which their clients operate and 
adapts their approach to insurance solutions and risk management as the need arises. 

Growth Strategy 

 BMI intends to aggressively cross sell additional products to its existing clientele and to continue to 
promote its services to prospects in their respective target markets.  Some growth is anticipated as pricing 
levels rise on certain auto segments.  BMI will explore acquiring portfolios that would integrate well with the 
existing business mix. 

Competitive Strength 

 BMI’s unique culture is its key strength having attracted a dedicated and loyal group of client focused 
employees.  The coordination of service through well managed business processes has enabled BMI to 
seamlessly fulfill high volume client requirements and provide client specialized services.  BMI is skilled at 
matching clients to the right products and negotiating placements with insurers that are uniquely suited to 
their needs.  This approach has enabled BMI to develop and maintain a loyal client following. 
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B.  Marketing 

i. Sports and Entertainment Limited Partnership (“S&E”)  

Business Overview 

 S&E provides a consultancy service focused on corporate marketing in the sports and entertainment 
sectors. S&E creates, negotiates and manages sports and entertainment sponsorships for some of Canada’s 
largest corporations. 

 S&E is located in Toronto and has ten employees. 

 S&E has been in the portfolio since September 2004. 

Products and Services 

 S&E has expertise in strategic partnering and packaging comprehensive marketing programs for its clients.  
S&E’s services include: 

� Sponsorship strategy development; 

� Sponsorship assessment, evaluation, and analysis; 

� Rights negotiation and sponsorship agreements; 

� Sponsorship agreement administration;  

� Sponsorship program activation. 

 S&E’s primary products in terms of revenue generation are: 

� Sponsorship Consultation and Activation Fees.  S&E acts as the exclusive sponsorship agency for 
corporate clients that utilize sport and entertainment as part of their overall marketing mix. 
S&E develops overall strategy and tactics in these areas for the clients and then monitors the activation 
and provides analysis of the results. S&E receives monthly /annual retainer fees for this service. 

� Account Management.  S&E manages all elements of the corporate sponsorship for various clients, 
from negotiations with properties, athletes and broadcast features to administration and accounting. 

� Sponsorship Activation/Events.  S&E develops and manages all elements of sponsored related 
activations and events. 

Customers 

 S&E provides advertising services for its clients.   

 S&E employs a retainer based revenue model for 90% of its work and a project based model for the rest. 

 S&E typically enters into annual multi-year contracts with its corporate clients.  

Industry Trends 

 There is downward pressure on advertising and sponsorship due to the general state of the economy. 
Sponsorship programming is not protected from this downturn and we expect a period of slower client activity 
and growth. We believe that sponsorship specifically will lead the market resurgence in overall industry 
advertising but for the short-term the market will be stagnant with little or no growth. 

Competition 

 Although S&E management believes that its product offering is unique, there is significant competition 
from other media channels and products, and from other advertising agencies. However, management of S&E 
believes that its focused product offering (specific to corporate clients) and its long-term relationships with its 
customers and suppliers provide it with a competitive advantage. 

ii. Gemma Communications LP (“Gemma”)  

Business Overview 

 Gemma is a Canadian outsourced contact centre operator. The primary business of Gemma is providing call 
centre services, both inbound and outbound with a focus on sales/revenue generation on behalf of their 
clients. Gemma’s clients are, for the most part, companies in the financial services and telecommunications 
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industries. A growing component of Gemma’s business is inbound contracts whereby Gemma’s agents field 
incoming calls for service from the customers of Gemma’s clients. 

 Gemma has approximately 1,050 associates (also called agents) in offices in Toronto (800 agents) and 
Montreal (250 agents). 

 Gemma has been in the portfolio since March 2005. 

Products and Services 

 Gemma provides call centre services to its clients.  These services include inbound and outbound contacts 
to both the consumer and business to business markets.  

 Outbound Revenue Generation — Approximately 90% of Gemma’s business is revenue generation for its 
clients. Gemma operates revenue-generating customer campaigns primarily for eight clients, most of which are 
in the financial services and telecommunications industries. 

 Inbound Customer Care — A growing part of Gemma’s business is inbound customer care. Management 
believes that companies are generally hesitant to outsource ongoing and regular customer contact to a third 
party, however, because of Gemma’s reputation and the trust it has developed with its clients, its clients are 
now starting to request that Gemma handle this function on their behalf.  Customer care represents an 
attractive growth area for Gemma. 

Customers 

 Gemma primarily serves eight established customers, all of which provide it with regular repeat business. 
Gemma’s largest customer represents approximately 60% of Gemma’s revenue, with revenue from its seven 
other primary customers being relatively balanced. Gemma charges its clients an hourly rate for providing its 
services. 

Industry Overview and Trends 

 The Canadian contact centre industry is a multi-billion dollar industry that includes in-house and outsource 
services providers. A contact centre (or call centre) refers to reservations centres, help desks, information lines 
or customer service centres, regardless of how they are organized or the types of transactions they handle. In 
its most sophisticated form, the term refers to a voice operations environment that provides a full range of 
high-volume, inbound or outbound call-handling services, including customer support, operator services, 
directory assistance, multilingual customer support, credit services, card services, inbound and outbound 
telemarketing, interactive voice response and web-based services. 

 The single biggest trend impacting the contact centre industry today is the trend to outsourcing. Several 
key factors underlie this trend including technological advancements that allow for encrypted data exchange 
and direct connectivity between the service provider and the outsourcer as well as decreasing 
telecommunications costs because of widespread deregulation of voice over Internet protocol (VoIP). In 
management’s view, perhaps the most significant impetus is the overall sophistication of contact centre service 
providers who, like Gemma, have enhanced their operations so that they are now able to provide a virtually 
seamless and transparent alternative to in-house operations. 

 Another trend impacting the industry is the ability of large companies to take advantage of ready access 
to skilled labour at lower costs, both offshore and near shore. Nevertheless, this trend has recently been 
tempered through bottom-line results analysis (i.e., actual customer retention and satisfaction results), and a 
growing trend towards quality first, cost savings second, and the outsourcer’s desire to be in relatively close 
proximity to its service providers. Despite the strengthening of the Canadian dollar as compared to the U.S. 
dollar, Gemma’s management believes that Canada still offers U.S. based outsourcers advantages in locating 
their contact service centres in Canada as opposed to the United States. 

Competition 

 Gemma’s competitors include large U.S. based outsource service providers that have set up operations in 
Canada and abroad. During recent years, many contact centre outsource providers have been establishing a 
presence offshore in countries such as India and the Philippines and in the Caribbean to take advantage of 
lower labour costs which have created an environment with increasing pricing pressure from clients. Within 
Canada there are a handful of domestic service providers that offer essentially the same services as Gemma. 
Furthermore, in-house contact centres continue to represent an alternative to outsourcing, particularly where 
core-business applications such as customer care are concerned. Program scale and sophistication and more 
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stringent adherence to regulations and conduct standards that govern contact centre activities have reduced 
competition from smaller operators.  

iii. Capital C Communications LP (“Capital C”)  

Business Overview 

 Capital C consists of two divisions, an integrated marketing services division that works with its clients 
to develop innovative marketing programs; and its Kenna division, providing customer relationship 
management “CRM” and database management. Capital C was named Agency of the Year in 2006 by 
Marketing Magazine and its CEO, Tony Chapman was inducted into the Marketing Hall of Legends in 2007.   
Capital C is based in Toronto, Mississauga and Winnipeg and has approximately 120 employees. Capital C has 
been in the portfolio since August 2005. 

Products and Services 

 Capital C provides full in-house capabilities in the following primary service areas: 

Through the marketing services division: 

� Marketing strategy, insights, creative and activation across various channels including retail, 
interactive, web-based and new media. 

Through Kenna division: 

� CRM Managed Solutions including customer value management, channel partner management and 
sales force effectiveness solutions, customer portfolio analysis and customer segmentation, market and 
site analysis, customer interaction analysis, customer valuation, predictive model development, sales 
lead and conversion analysis, and loyalty research, 

� CRM Services including data management and analysis, customer segmentation, direct marketing, web 
development, digital demand generation, lead management, eCRM and Database Marketing. 

 Capital C charges its clients under different pricing models depending on the nature and scope of the 
assignment, including:  (i) fees based on hourly rates; (ii) a minimum spend program whereby Capital C’s clients 
have access to Capital C’s staff at preferred rates in exchange for committing to a minimum spend;(iii) a 
retainer model (usually one year in duration) whereby Capital C dedicates specific staff resources against the 
determined needs of the client in exchange for a monthly fee; and (iv) negotiated fee for service. 

Customers 

 Capital C has approximately 40 clients many of which are large multi-national companies. Capital C’s 
largest customer accounted for approximately 22% of sales in 2009 and its top five customers accounted for 
approximately 56% of sales in 2009. Capital C has enjoyed at least a five-year business relationship with all of 
its top five customers. 

Industry Trends 

 Integrated marketing and CRM are fast replacing traditional advertising agencies as mass media collapses 
due to a convergence of forces - media and product fragmentation, and a consumer moving from mass to their 
media.  The future will belong to organizations that can provide meaningful differentiation through their 
product and service strategy, and in turn connect with their customer through a more interactive dialogue.  

Competition 

 There is a margin squeeze as competition is coming from a variety of areas – large full service multi-
national agencies that are pursuing global accounts, full service Canadian agencies and niche agencies that 
offer specialized services.  In addition with computer power and software becoming affordable to anyone, 
barriers to entry are collapsing and small boutiques can compete for the commodity side of the work, on an 
attractive price basis.  
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iv. IC Group LP (“IC Group”)  

Business Overview 

 Established in 1989, IC Group has operating companies based in Canada and the United States. IC Group 
develops, markets, and manages programs in the promotional marketing industry. IC Group’s primary products 
and services are: interactive and loyalty promotions, promotion services, promotion CRM solutions and prize 
insurance. 

 IC Group is headquartered in Winnipeg and has approximately 70 employees. 

 IC Group has been in the portfolio since July, 2006. 

Products and Services 

 Interactive Promotions: IC Group creates dynamic online promotion experiences that are designed to drive 
sales and consumer acquisition and retention. Its suite of interactive promotion products falls within the 
categorization of games, contests, sweepstakes and loyalty promotions. Core products include but are not 
limited to: sweepstakes, instant-wins, games of chance, collect-and-wins, loyalty promotions, user-generated 
content contests and integrated mobile contests.   

 Promotion Services: IC Group’s services team can deliver full turn-key or a la carte services needed to 
execute and deliver promotions to market. Core services include: promotion strategy and design, promotion 
risk management consulting, interactive and technical services, creative design, sweepstakes/contest services 
and prize fulfillment.  

 Promotion CRM: IC Group’s ever-evolving technology solutions are made up of a series of products and 
services that enable its customers to improve how they manage consumer information, measure their programs 
and grow their consumer-brand relationships. IC Group meets a growing demand for better customer 
relationship management by providing its customers with solutions such as consumer profile management, 
consumer insights reporting and analytics.    

 Promotion Insurance: Since its predecessors’ incorporation in 1989, IC Group has been a market leader in 
promotional insurance. Its insurance products fall within the niche categorization called contingency insurance. 
Core products include:  event cancellation and non-appearance insurance, contractual bonus insurance, prize 
insurance for contests and over-redemption insurance for coupons and rebates. 

Customers 

 IC Group’s customers are leading consumer brands, promotion agencies and insurance brokers.   

Industry Trends 

 Spending on digital marketing overall continues to increase: it’s measurable which leads to benchmarks on 
return of spending.  The study, “Marketing Budgets 2010” by Econsultancy and ExactTarget, found that 66% 
of responding companies said they would be increasing their digital marketing spending in 2010, and another 
30% said they will keep to the same online spending levels they had last year. 

 Spending on consumer promotions overall increased 0.7% to $46.12 billion in 2008, fuelled by an uptick in 
point of purchase and coupons as brands are seeking to connect with consumers at the point of decision 
(Veronis Suhler Industry Forecast).  The report covers P-O-P, coupons, licensing, premiums, loyalty programs, 
product sampling and games, contests and sweepstakes. Games and sweepstakes spending increased to $1.870 
billion in 2009, from $1.868 billion in 2008, according to the VSS Communications Industry Forecast. 

 Spending on loyalty programs was forecast to grow to $2.19 billion in 2009 from $2.18 billion in 2008, 
according to the VSS Communications Industry Forecast.  Loyalty consultant Colloquy found that the number of 
loyalty programs in 2008 increased to about 1.81 billion, the latest figures available, up from 1.34 billion in 
2006. 

 Due to a stormy economy, coupon use may be on the rise for the first time in at least 17 years.  Brands 
pushed out 188 billion coupons, a 20% increase over the first half of 2008, and people redeemed 1.6 billion, a 
23% jump.  Marketers are also offering better deals, increasing the face value to $1.41 and extending 
expiration periods 10%, to 2.7 months, according to promotions logistics firm Inmar. 

 As consumers redeemed coupons in big numbers during the first half of 2009, marketers began pushing 
tactical levers to dampen the high redemption rates to control costs.  Those levers include shorter redemption 
time periods and reduced face values while still increasing distribution. 
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 The internet while still a very small slice of the pie – is the top growth method for coupon distribution, 
growing 92% in the first half of 2009 with 308% growth in redemption. 

 While 2009 was challenged by battering economic conditions and skittish consumers, Promo Magazine’s 
annual report reveals that spending is still projected to grow for P-O-P coupons, loyalty programs, sampling 
and games, contests and sweepstakes.  Promotion continues to benefit from the move away from mass media 
and advertising to alternative strategies that target consumers where and when they prefer.  Savvy promotion 
marketers are tapping in to 24/7 media platforms and technical advances that measure reach and penetration 
to connect with and engage consumers in unprecedented ways.  They are utilizing promotional programs to 
gather arrays of information about consumers and analyze the data in a way that gives all stakeholders – 
retailers, manufacturers, agencies and brand managers – a multifaceted relationship with their target 
audiences. 

Competition 

 IC Group represents the unique integration of promotion, technology, insurance and promotion risk 
management. No single company has yet challenged IC Group in all areas of its core competencies and no 
other company has positioned itself as a full service promotional company that includes insurance, risk 
management and technology elements. Competition to date therefore has been primarily distinct in each of 
the IC Group service areas. (i.e. different competitors in prize insurance and different competitors in online 
promotion delivery) 

v. Armstrong Partnership LP (“Armstrong”)  

Business Overview 

 Armstrong is a leading North American promotional marketing company with particular expertise in the 
financial services, credit card marketing and animal pharmaceutical segments. Armstrong works with its clients 
to develop innovative marketing programs, products and services. Approximately 75% of Armstrong’s revenues 
are generated in Canada, and 25% are generated in the United States, the United Kingdom and Australia. 

 Armstrong employs approximately 45 people at its offices in Toronto and 63 part-time field marketing 
staff in Canada. 

 Armstrong has been in the portfolio since October 2006. 

Products and Services 

 Armstrong specializes in interactive, in-store and direct marketing promotions. It develops promotional 
marketing services by working closely with clients to understand their needs and to make sure extensive value 
is added. Armstrong’s excellent reputation and innovative product development ensures a long-standing 
relationship with their clients. 

 Armstrong’s core capabilities include promotional, direct, event and interactive marketing, in addition to 
sponsorship consulting, strategic consulting and design work. 

Customers 

 Armstrong is an agency of record in North America for MasterCard, TD Bank and Merck Animal Health, 
and is agent for TD Bank, Hills Pet Nutrition, Kraft Canada, Post Foods Canada and Weight Watchers Canada. 

 The customer base of Armstrong is highly concentrated, with their five largest clients representing 
approximately 80% of its revenues. Relationships with these customers continue to be very strong. 

Industry Trends 

 Armstrong faces similar industry trends to that of Capital C: the marketing landscape is changing which is 
forcing promotional marketing companies to migrate away from the traditional forms of mass marketing 
towards integrated promotions geared to programs that are measured by an ability to change behaviour and 
drive results. Promotional marketers are taking a more regional and personalized approach because these 
large, generic programs no longer have an impact on the consumer. 
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Competition 

  Armstrong faces competition from large marketing agencies in addition to the smaller, niche agencies that 
offer similar integrated solutions. However, Armstrong management believes that very few of these 
organizations can compete due to Armstrong’s excellent relationship with its clients; its creative, dynamic and 
cutting-edge promotional solutions; and its long history of successful idea generation and execution. 

C.  Industrial Services 

i. NPC Integrity Energy Services Limited Partnership (“NPC”)  

Business Overview 

 NPC is a fully integrated provider of midstream production services to the energy industry in western 
Canada. NPC provides construction, maintenance and operation services primarily to the oil and gas industry 
and also to the pulp and paper and timber industries. A majority of NPC revenues are from maintenance and 
operations of existing oil and gas facilities as opposed to construction. As a result, NPC is less dependent on the 
oil cycle. 

 NPC’s maintenance contracts generally have terms of two years and are renegotiated and often extended 
at the end of each two-year term. 

 NPC (or its predecessor companies) has been in business since 1988. It has several office and warehouse 
locations throughout Alberta, with most of its management team located in its Cochrane, Edmonton, Edson, 
Brooks, Fort McMurray and Peace River, Alberta offices. NPC also has regional offices throughout Alberta and 
north-eastern British Columbia. 

 On July 31, 2007 NPC acquired an 80% interest in The Golosky Group of Companies, the “Golosky 
Subsidiaries”. With operations in Fort McMurray and Edmonton, Alberta and Howick, Quebec, the Golosky 
Subsidiaries are a diversified group of 10 well-established companies that provide products and services 
primarily to the major producers in the oil sands industry.  The Golosky Subsidiaries also provide services to the 
oil & gas, pulp & paper and mining industries in Canada and supplies products, from its wear technology 
division, to countries outside North America.   

 NPC has over 200 full-time employees that are working out of its offices located in Alberta. The number of 
employees in the field is approximately 1,500. 

 NPC has been in the portfolio since October 2004. 

Products and Services 

 NPC through its subsidiaries, provides the following services: 

 Production and Maintenance — These services include providing complete plant and field support, quality 
control, field operations and safety management systems personnel. The maintenance services business 
segment also performs plant turnarounds whereby a facility is shut down for a period of time for service and 
repair. NPC is typically involved from the start of shutdown planning to the completion of the shutdown.  
NPC’s maintenance services include the procurement of personnel, materials and equipment required by NPC 
clients to execute their day-to-day maintenance services, operational requirements and turnaround activities. 

 Facility Construction — NPC provides a full range of facility construction services, including estimation, 
scheduling, inspection, procurement, project management and construction execution. The facility construction 
segment of NPC’s business typically leads to its maintenance services being retained after the completion of 
construction. 

 Fabrication, Pipeline Integrity and Modular Assembly — This business line includes pipe spooling 
fabrication, skid packages and vessel dressing, structural fabrication, rebuilds, power boiler and heater 
fabrication.  It also includes the procurement of personnel, services, materials, planning, scheduling and 
executing of pipeline integrity and repair in Western Canada. 

 Wear Technology – This area of service includes chromium carbide and tungsten carbide overlays and 
abrasion and/or corrosion resistant wear plates. 

 Transportation – Transportation services include pipe management, hauling and storage, compressor 
hauling, skid unit hauling, equipment hauling, camp moving and general transportation services to the energy 
industry. 
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 Labour Supply – The supply of qualified heavy equipment operators and mechanics and general workers to 
the oil sands plants in Fort McMurray. 

Customers 

 NPC’s client base includes some of the largest and most recognized names in the energy industry. Three of 
Canada’s largest integrated oil companies represent approximately 64% of NPC’s revenues for the year ended 
December 31, 2009.  

 Notwithstanding that NPC operates in a dynamic marketplace that is constantly changing because of 
mergers and acquisitions activity within the energy industry, NPC has been successful in fostering long-standing 
relationships with its clients. 

Industry Trends  

 The energy industry (and particularly the oil and gas industry) in general is highly cyclical. The financial 
health of exploration and production companies, and the level of activity in this sector is directly correlated 
with the price of oil and gas. In late 2006 gas prices began to drop off, which trend has continued, and have 
resulted in reduced activity.  There is a reduction in revenue and pressure on margins as a result of the current 
world economy. 

 Certain segments of the oil and gas services industry run in a parallel cycle to exploration and production. 
Other segments, however, including those related to annual maintenance, construction and repair are much 
more insulated from industry cyclicality. NPC made the strategic decision to focus on these less cyclical service 
areas in an effort to achieve operational and financial stability. 

Competition 

 NPC’s principal competitors are Flint Energy Services Ltd., Ledcor Group of Companies, Triton Projects Inc. 
(a subsidiary of The Churchill Corporation), Strike Energy, Edmonton Exchanger, Jacobs Catalytic Ltd., Reppsco 
Services Ltd., and Steeplejack Services Group. NPC management believes that its focus on core values of safety, 
teamwork, integrity and respect, along with the strong relationships NPC has with its customers, has made it a 
market leader in its field and represents a strong competitive advantage. 

 

ii. Quantum Murray LP (“Quantum Murray”)  

Business Overview 

 On March 16, 2006, the Fund, through a newly created limited partnership, Murray Demolition LP 
(“Murray”), acquired its interest in the assets and business operations of Murray Demolition Corp., one of 
Canada’s largest demolition contractors. 

 On January 3, 2007, it was announced that Murray had purchased substantially all of the assets of 
Quantum Environmental Group Inc. (“Quantum”), a provider of a wide range of services including site 
remediation, hazardous materials abatement and treatment and disposal of waste materials.  Subsequent to 
the purchase, Murray was re-named “Quantum Murray LP”. 

 On May 30, 2007, Quantum Murray, through two newly created subsidiary limited partnerships, acquired 
substantially all of the assets and business operations of Thomson, which provides a full spectrum of integrated 
metal and recycling services from demolition to collection, processing, management, transportation and sales. 

 On November 1, 2007, Quantum Murray acquired substantially all of the assets of Echelon Emergency 
Response and Training Inc., a provider of emergency response and training services to companies based 
primarily in Ontario.  The combined entity is one of the largest, full-service, national decommissioning and 
environmental remediation firms in Canada. 

 Quantum Murray employs over 611 people and performs over 400 projects annually. 

Products and Services 

 Quantum Murray provides its clients with a wide range of services, including demolition, abatement, 
remediation, treatment and disposal of contaminated soil, and investment recovery services. Demolition 
services include the dismantling of complex industrial and commercial projects requiring significant planning 
and engineering. Abatement services include the removal of environmentally sensitive substances such as 
asbestos, mold, lead and PCBs. Remediation services include the removal of contaminated soils and Quantum 
Murray has facilities to treat the contaminated soil. Investment recovery services include equipment and scrap 
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metal salvage, recycling and marketing. Quantum Murray often combine these services into a single 
decommissioning project and acts as a single project manager which leads to better utilization of resources and 
better co-ordination resulting in lower costs for the client. 

Customers 

 Quantum Murray serves many large commercial and industrial customers. Quantum Murray derives a 
significant portion of its business from repeat customers and its excellent track record and reputation. 

Industry Trends 

 The demolition and metals recycling businesses experienced a significant downturn in 2009 consistent with 
the rest of the Canadian economy. Management expects these businesses to recover over the next 12-18 
months as the level of industrial activity in Canada improves. 

 Overall, Quantum Murray may benefit from a number of ongoing trends within North America including 
“de-industrialization”, increasing urban density and increased spending on infrastructure and the 
environment.     

Competition 

 Quantum Murray faces competition in its demolition, remediation and scrap metal marketing businesses 
from large competitors and smaller niche companies that offer similar services. There are many barriers to 
entry in competing for the larger industrial and commercial projects including size and financial stability, 
availability of performance bonding facilities, access to heavy and specialized equipment, project management 
and systems expertise, engineering and operating skill level and experience, and health and safety track 
record. 

Growth Strategy 

 Quantum Murray is focused on growing organically by expanding its market presence through significant 
repeat customers, developing new customer relationships in Ontario and strengthening its presence in Western 
Canada. The combined operations of Murray, Quantum and Thomson provide cross selling opportunities and 
expands the geographic diversification for the company. With access to a larger market and a broader 
customer base, there is room to limit the effects of the current economic downturn through growth into other 
markets.  Quantum Murray will also look to make smaller, add-on acquisitions to fill in its service offering in 
selected geographic markets. 

Competitive Strengths 

 Management believes that Quantum Murray is positioned to weather the current economic downturn due 
in part to its market share leadership in Canada, its excellent reputation in the Canadian marketplace and its 
strong relationships with clients and employees, its experienced management team, significant repeat business 
and its diversity of services offered and geographies and industries served.  

D.  Other 

i. Rlogistics LP (“Rlogistics”) 

Business Overview 

 Rlogistics is a retail and wholesale reseller of consumer and office products and operates 13 stores in 
Southern Ontario under the name “factorydirect.ca”. Rlogistics operates in the liquidation market, specializing 
in purchasing large quantities of new, used, retail returns, as-is, refurbished, new end of line, new surplus, and 
new closeout inventory from major manufacturers, leasing companies, retailers, liquidators  and distributors 
worldwide. 

 Rlogistics’ products are generally obtained at wholesale or below wholesale prices and then sold to end 
consumers and dealers. As a result of their changing product mix, opportunity buying and retail industry 
conditions, Rlogistics main source of revenue changes periodically. 

 Rlogistics has been in the portfolio since May 2006. 

Supplier and Product Supply Risks 

 Rlogistics has multiple suppliers and one of the keys to its operational success is maintaining excellent 
relationships with all its suppliers. The consistent supply of liquidated products at below market prices is 
essential to the success of Rlogistics. The loss of several of Rlogistics’ suppliers or a decrease in the availability 
of liquidated merchandise (i.e., product purchased at attractive prices) could have a material adverse ongoing 
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effect on Rlogistics’ total product supply and consequently on the short and long-term revenues and 
profitability of Rlogistics. Due to the nature of the business, there is also increased risk associated with the 
quantity of purchases by Rlogistics that require prepayment (in advance of the receipt of goods) and the 
limited warranty provided by suppliers on certain merchandise.  

Industry Trends 

 Rlogistics has been broadening its product and category selections in an attempt to limit its exposure to 
periodic weaknesses in the supply of certain products and/or categories.  

 Rlogistics is continuing to develop and enhance relationships with its suppliers. 

Competition 

 Rlogistics competes with other discount retailers, wholesale clubs and other wholesale liquidators. 
Rlogistics also competes with first-to-market retailers, however, Rlogistics’ marketing efforts are focused more 
towards cost conscious consumers. Competition within the retail market has increased significantly over the 
last few years resulting in lower margins in several commodity categories. 

ii. Peerless Garments LP (“Peerless”)  

Business Overview 

 Peerless, based in Winnipeg Manitoba, is Canada’s leading manufacturer of protective harsh weather 
outerwear for military personnel. Founded in 1940 as a supplier of basic parkas, Peerless has evolved over the 
years to specialize in the production of highly technical protective garments designed to provide water-
resistance, wind proofing and warmth. Peerless’ line of military operational clothing aims to reduce detection 
through camouflage and concealment while ensuring that soldiers are kept warm, dry and comfortable when 
exposed to extreme weather conditions. 

 Peerless employs approximately 135 people. 

 Peerless has been in the portfolio since June 2006. 

Products and Services 

 The primary business of Peerless is manufacturing highly technical protective garments for the Canadian 
Forces (Army, Military and Air Force). Peerless also manufacturers other technical and harsh weather garments 
for customers in other industries, primarily in Canada, including the oil & gas industry.  The Canadian Forces 
goods are distributed directly to Canadian government agencies by Peerless or authorized subcontractors.  
Non-Canadian Forces garments are distributed to wholesalers, retailers and/or distributors.   

Customers 

 The Canadian Forces and RCMP business represented 82% of revenue in 2009. The remaining 18% of 
revenue was from sales to other Canadian government agencies, retailers, and other smaller customers 
including customers in the oil & gas industry. 

Industry Overview and Trends 

 With the gradual lowering of tariffs and the elimination of quotas on international imports during the 
1990s, the Canadian garment industry has restructured. A significant portion of garment production in Canada 
has now evolved into small contracting operations or home-based sewing. It is estimated that approximately 
75% of Canadian garment manufacturers employ fewer than 20 workers. Larger manufacturers, like Peerless, 
have captured market niches requiring a high level of technical specialization or product branding. 

 Specializing in government contracts provides Peerless with a protected niche. There is a “Canadian 
content” requirement for government suppliers which protect Peerless from non-Canadian competitors.  
Peerless’ niche is further protected because the Canadian Forces stipulates that its suppliers cannot be, or rely 
on, foreign supply sources to ensure uninterrupted supply. 

Competition 

 The government of Canada typically requires that operational clothing contracts for branches of the 
government have Canadian content certification. This certification requires that clothing purchased by the 
government of Canada be manufactured in Canada using only Canadian-made textiles. As a result of this 
certification requirement, offshore garment manufacturers in lower-cost countries cannot operate in this 
market. The Canadian content certification does not impose any foreign ownership restrictions. 
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 Peerless is the primary supplier in its segment and is the largest single supplier of protective garments to 
the Canadian government. Peerless is estimated to be three times larger than its next largest competitor in 
terms of sales to the government of Canada. Peerless’ main competitors are: Able Clothing Gear Inc., Protexion 
Products Inc., Apparel Trimmings Inc., Wing Son Garments Ltd., and Pacific Safety Products Inc. 

Competitive Strengths 

 Peerless has been a supplier to the Canadian Forces since the early 1950s. Through this long relationship, 
Peerless has developed strong expertise in working with highly technical fabrics and manufacturing garments 
to rigid specifications. A civilian employee of the Department of National Defence (“DND”) has maintained a 
quality control office at the Peerless facility since the early 1990s. Peerless regularly participates in developing 
product prototypes for the DND. 

 Peerless is recognized as the leader in its field and is often involved with DND in the research and 
development of new operational garments for the military.  Peerless typically wins 90% of the request for 
proposals issued by the DND. While its relationship with DND is strong and important, Peerless wins these 
contracts because of its competitive prices, ability to deliver on time meeting stringent criteria, and its 
reputation for consistently manufacturing garments of excellent quality.  The “Canadian Content” 
requirement, along with Peerless’ longstanding reputation for manufacturing high quality product, represents 
a high barrier to entry for potential competitors. 

 Peerless has developed an infrastructure to successfully bid on, win and retain business from the Canadian 
Forces. To manage the administrative requirements of the DND business, Peerless has a creative dedicated 
team to comply with delivery schedules, billing, monthly progress reporting, shipment reporting, production 
reporting, and lot test data reporting. Peerless manages all aspects of administration on behalf of its 
subcontractors. Management believes that Peerless’ competitors lack the financial resources and substantial 
administrative co-ordination to build this infrastructure. 

iii. Titan Supply LP (“Titan”) 

Business Overview 

 Headquartered in Edmonton, Alberta, Titan is a leading manufacturer and distributor of rigging products, 
rigging services and wear products to a diverse range of industrial markets, including mining, pipeline, oil and 
gas, transportation, construction, governmental and the forestry industry. 

 Over the last 40 years, Titan has built a strong infrastructure throughout Alberta providing products, 
services and solutions to customers and resellers located in Western Canada. With over 150 dedicated 
employees located in Edmonton, Leduc, Red Deer, Calgary and Grande Prairie; Titan’s specialty distribution 
business, along with its unique product offerings enables the company to offer customers a wide range of 
value added services. 

  Titan is based in Edmonton and has 98 full time employees. 

  Titan has been in the portfolio since September 2006. 

Products and Services 

 Titan’s product lines fall into the following commodity groupings: Rigging Products & Services and Wear 
Products.  Rigging products provide a wide range of wire rope, chains, synthetic sling and fittings utilized in 
various applications.  Wear products include ground engaging tools (“GET”), industrial rotary brushes and tire 
chains.  Titan carries a complete range of accessories in each of these product areas. 

 Titan is the only supplier in Western Canada capable of providing a full range of wire rope products, 
customized fabrication of rigging products, expertise in industrial tire chains, rigging repairs and re-
certification and the ability to service a complementary line of wear products within the same customer base. 
All of its products are used in harsh operating conditions and are consumable in nature.  

 The rigging products must meet compliance standards. This leads to value added services such as: custom 
fabrication, inspections, repairs and re-certification. Approximately 20% of sales are fabricated in-house. 

Customers 

 Rigging and Wear products are both in demand by a large proportion of Titan’s customers who are 
involved in oil and gas, pipeline, transportation, construction, forestry, mining and the oil sands.  

 Titan has a well-diversified customer base of approximately 3,700 active customers on a monthly basis. The 
top 100 customers represent 53% of sales, and the largest customer represents 5.6% of sales with the top five 
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customers representing 13.6% of sales. The customers operate primarily in the oil & gas services business in 
Alberta. Titan distributes product for approximately 45 manufacturers with which it has excellent relationships. 

 Rigging and Wear products are particularly well suited to the industrial sector in western Canada. Product 
applications involve the full scope of activity in this region: transportation, construction, manufacturing, service 
facilities, maintenance and operations which are a balanced and stable market base. 

Suppliers 

 Titan represents approximately 45 suppliers. Titan’s customers prefer and buy brand name products.  
Accordingly, Titan has consciously aligned itself, and established strong relationships, with a leading brand 
name in each of the major product categories distributed. 

Industry Overview and Trends 

 Canada has the world's 2nd-largest proven crude oil reserves. Most reserves are in Alberta's oil sands; 
approximately 173 billion barrels.  Oil and gas produce one-quarter of Alberta's gross domestic product, almost 
70% of the exports and 35% of Alberta government revenues.  

 Alberta/Canada has been the largest gas supplier to the US for six years in a row.  Natural gas and crude oil 
were 25% and 40% of Alberta's exports respectively in 2008.   

 Alberta holds 70% of Canada's coal reserves. Nine major coal mines produce 27 - 30 million metric tonnes 
of marketable coal a year.   

 Forests cover more than 60% of Alberta's total land base, equal to 94 million acres or almost 147,000 
square miles. 87% is on public lands and managed for sustainable development. Alberta's forestry industry 
generates $3.8 billion (or US$3.6) in revenues. 

 Alberta’s economy in 2010 still shows some uncertainty. Higher energy prices will help cushion the effects 
of the Global recession for 2010, keeping Alberta’s economic growth at an estimated 1.9%.  As business 
investment in the Alberta oil sands starts to improve over the course of 2010, this will provide some 
opportunity for modest growth. 

 Alberta’s economic performance is expected to improve as the Global economy recovers.  In looking 
ahead, our longer-term expectations suggest that the whole of 2010 will be a very uncertain and challenging 
one for the economy.  Titan expects that at the end of 2010, sales will have realized a slight increase in revenue 
from current levels. 

 Alberta’s three point program for the energy sector, focus on oil sands development and commitment to 
support infrastructure projects in 2010 will have positive impact on Titan’s rigging and wear products business. 

Competition 

 Titan competes with a fragmented base of competitors. Management believes that there are no other 
businesses in Titan’s market areas with the same product mix and geographic scope. Competitors include 
various equipment dealers for GET products and a number of industrial product suppliers of varying size, 
market focus and product capability for rigging. The estimated market share in rigging is 60%. In wear 
products, specifically GET, Titan competes primarily with original equipment manufacturers, but is the largest 
independent distributor of GET products in the market. 

Competitive Strengths 

 Titan’s core strategy is to develop a sustainable, loyal and diverse customer base for its specialized product 
mix. Although the product offering is unique, Titan does not simply take orders. It understands that success 
with customers depends upon a clear understanding of their individual needs for these products and an ability 
to help them reduce application costs and meet compliance standards. Specialized product knowledge and a 
focus on safety and compliance set Titan apart from its competition. 

 Titan has superior buying power and strong supplier relationships on both domestic and import products 
developed over a number of years. In addition, fabrication capabilities allow Titan to operate with a very low 
cost base for the full range of products it provides. 

 None of Titan’s competitors carry the full range of rigging products offered by Titan. Titan has large 
diameter wire rope capacities and the ability to fabricate custom orders in all rigging products. Additionally, 
Titan is able to source from a variety of manufacturers and has developed primary and secondary sources of 
supply in all product areas. 
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 Titan is able to lever its strong market position in both rigging and wear products to generate value added 
sales in specialty products such as technical support for GET applications, tire chain expertise, customized 
synthetic and wire slings, rigging repairs, inspections and re-certification services. Titan’s central warehouse 
capabilities and branch locations enable it to consistently and competitively service customers operating on a 
province-wide basis. 

iv. Gusgo Transport LP (“Gusgo”)  

Business Overview 

 Gusgo is in the marine container transportation business and commenced operations (through predecessor 
companies) in 1969. Gusgo has an excellent long term relationship with its key customers and endeavours to 
provide timely and efficient service to a limited number of large customers. Gusgo specializes in all aspects of 
marine containers, from transportation, loaded and empty storage, to container sales, leasing and repairs. 
Gusgo operates out of Vaughan, Ontario on a 65 acre property available for storage (including refrigerated 
storage).  There is available land for significant future growth on site. Gusgo is licensed in Ontario, Quebec and 
through the United States. 

 Gusgo is based in Toronto and has 22 employees. 

 Gusgo has been in the portfolio since October 2006. 

Products and Customers 

 The strength of Gusgo is in providing timely service at competitive rates. Gusgo’s client base includes some 
of the largest steamship lines and freight forwarders in the container business. Gusgo is a contracted carrier to 
one of Canada’s largest and most recognized importers. 

Suppliers 

 Labour is supplied by independent contractors, many of whom have been long term contractors. By 
utilizing independent contractors, Gusgo is able to better manage labour costs. 

 Gusgo has a limited number of suppliers for major expenditures such as fuel, insurance and supplies. 

Industry Overview and Trends 

 The transportation industry can be highly cyclical with seasonal peaks depending on commodities carried. 
Gusgo made the strategic decision to focus on the intermodal transportation segment which tends to be less 
cyclical. This allows Gusgo much more operational and financial stability. The intermodal industry is growing as 
over 90% of worldwide goods move through the container business. Management believes that as customers 
continue to rely on a steady flow of imported goods, the business and customer base will grow. 

Competition 

 There is some competition in this niche of the transportation business. Gusgo continues to strive to provide 
quality service at competitive prices to build on its long term relationships with its customers. 

Competitive Strengths 

 Gusgo has been in business for many years and has an excellent relationship with its independent 
contractors. Gusgo’s continued focus on timely service is the key to customer satisfaction. Management believes 
that the ability to build long term relationships with key customers in a niche market will continue to drive the 
business. 

 The Gusgo business model is designed to reduce risk and excessive capital requirements. Rather than owning 
all of the trucks, Gusgo hires independent drivers with their own trucks to haul containers.  Gusgo offers the 
independent drivers a highly competitive compensation package.  By providing the drivers with reliable, steady 
work, Gusgo has successfully avoided significant driver shortage issues and has a good reputation among drivers. 
Gusgo maintains repair and maintenance services on site where trucks and containers may be serviced/repaired. 
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4. Risk Factors 

 An investment in units of the Fund involves a number of risks. In addition to the other information 
contained in this AIF and the Fund’s other publicly filed disclosure documents, investors should give careful 
consideration to the following factors, which are qualified in their entirety by reference to, and must be read 
in conjunction with, the detailed information appearing elsewhere in this AIF. Any of the matters highlighted 
in these risk factors could have a material adverse effect on the Fund’s results of operations, business prospects 
or financial condition.  

      The Fund was in default of covenants on its Senior Credit Agreement and has entered into a Forbearance 
Agreement with its Lenders.  The agreement requires that the Fund repays all of the indebtedness under the 
Senior Credit Agreement by July 21, 2010.  There can be no guarantee that the Fund will be successful in 
achieving this, and that the Lenders would not enforce their default-related rights and remedies. 

 The Fund is in default of its obligations under the Trust Indenture governing the Debentures.  As a result 
of the default all obligations are due. The Fund is in discussion with principal holders of the unsecured 
subordinated convertible debentures with a view to restructuring these obligations. There can be no 
guarantee that the Fund will be successful in these restructuring efforts, and that the Debenture holders would 
not pursue remedies available to them. 

4.1  Description of Risks Related to the Fund and the Fund’s Operating Partnerships 

 The Fund’s financial results are impacted by the performance of its Operating Partnerships and various 
external factors influencing the environments in which they operate. While stronger performance by one of 
the Operating Partnerships may compensate for weaker performance by another of the Operating 
Partnerships, any negative effects on the financial condition or results of operations of an Operating 
Partnership has a negative effect on the financial condition or results of operations of the Fund. 

A. The Fund and the Operating Partnerships in General 

Failure to Realize Anticipated Benefits of Investments Made  

 The Fund and a number of its Operating Partnerships may partner with additional entrepreneurs in the 
future. The ability to identify new partnership opportunities and to acquire an ownership interest in new 
partnerships at attractive prices is not guaranteed. Achieving the benefits of future acquisitions will depend in 
part on successfully consolidating functions and integrating operations, procedures and personnel of all of the 
partnerships in a timely and efficient manner. The integration of these future acquisitions will require the 
dedication of management effort, time and resources which may divert management’s focus and resources 
from other strategic opportunities and from operational matters during this process. The integration process 
may result in the disruption of ongoing business and customer and employee relationships that may adversely 
affect the Fund or an Operating Partnership’s ability to achieve the anticipated benefits of future acquisitions. 

Business Valuations 

 Historically, the Fund has been able to invest in excellent private businesses. There is no certainty that the 
Fund will continue to do so. Market conditions, competitive factors, and the availability of suitable investments 
will have some impact on the prices at which the Fund is able to acquire additional cash flows. The Fund’s 
ability to exit the Forbearance Period and to access capital will be a significant factor in the Fund’s ability to 
make further investments. 

Condition of Capital Markets 

 The condition of the capital markets represents two risks to the Fund. If the Fund is successful in exiting its 
Forbearance Period and restructuring its balance sheet, the Fund may resume its investment program that will 
require capital. There can be no assurance that this financing will be available when required or available on 
terms that are favourable to the Fund. This has the potential to hamper our growth. 

 Second, the condition of the capital markets also impacts the revenues and profits of the Funds asset 
management businesses. It is believed that there are strong management teams operating these businesses, 
each with decades of experience in capital markets. 

Leverage and Restrictive Covenants 

 The degree to which the Fund is leveraged could have important consequences to unit holders, including 
the following: (i) the ability of NPY to obtain additional financing for working capital, capital expenditures or 
acquisitions in the future may be limited; (ii) a material portion of NPY’s cash flow from operations may need 
to be dedicated to payment of the principal of and interest on indebtedness, thereby reducing funds available 
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for future operations and to pay distributions; (iii) certain of the borrowings under the Senior Credit 
Agreement may be at variable rates of interest, which exposes NPY to the risk of increased interest rates; and 
(iv) the Fund may be more vulnerable to economic downturns and be limited in its ability to withstand 
competitive pressures. NPY’s ability to make scheduled payments of principal and interest on, or to refinance, 
its indebtedness will depend on its future operating performance and cash flows, which are subject to 
prevailing economic conditions, prevailing interest rate levels, and financial, competitive, business and other 
factors, many of which are beyond its control. 

 The ability of the Fund to make distributions or make other payments or advances is subject to applicable 
laws and contractual restrictions contained in the instruments governing any indebtedness of the Fund and 
NPY (including the Debentures and the Senior Credit Agreement). The Senior Credit Agreement contains 
restrictive covenants customary for credit facilities of this nature, including covenants that limit the discretion 
of management with respect to certain business matters. These covenants place restrictions on, among other 
things, the ability of NPY to incur additional indebtedness, to pay distributions or make certain other 
payments, to sell or otherwise dispose of material assets and to make additional acquisitions. In addition, the 
Senior Credit Agreement contains a number of financial covenants that require NPY to meet certain financial 
ratios and financial tests. A failure to comply with the obligations in the Senior Credit Agreement could result 
in an event of default that, if not cured or waived, could permit acceleration of the relevant indebtedness. If 
the indebtedness under the Senior Credit Agreement were to be accelerated, there can be no assurance that 
the assets of NPY would be sufficient to repay in full that indebtedness.  As at December 31, 2009, the Fund 
had entered a Forbearance Agreement with its Lenders.  A condition of this agreement is that distributions 
cannot be made on the units. 

As a consequence of the continuing events of default under the Senior Credit Agreement, the Fund 
was contractually prohibited under the Collateral Covenants Agreement with the Lenders from remitting the 
June 30, 2009 interest payment on the Unsecured Subordinated Convertible Debentures (the “Debentures”) 
and as of July 15, 2009, the failure to make the interest payment constituted an event of default under the 
terms of the Trust Indenture governing the Debentures.  The Forbearance Agreement does not permit the 
Fund to make further interest payments during the Forbearance Period.   

Dependence on Key Personnel 

 The success of the Fund and of each of its Operating Partnerships depends on their respective senior 
management teams and other key employees, including their ability to retain and attract skilled management 
and employees. The loss of the services of key personnel could have a material adverse effect on the business, 
financial condition, results of operations or future prospects of the Fund and its Operating Partnerships. In 
addition, the growth plans described in this AIF may require additional employees, increase the demand on 
management and produce risks in both productivity and retention levels. The Fund and its Operating 
Partnerships may not be able to attract and retain additional qualified management and employees as needed 
in the future. There can be no assurance that the Fund will be able to effectively manage its future growth, 
and any failure to do so could have a material adverse effect on the Fund’s business, financial condition, results 
of operations and future prospects. 

General Economic Factors 

 The Fund’s business and the business of each of our Operating Partnerships is subject to changes in general 
economic conditions including but not limited to, recessionary or inflationary trends, equity market levels, 
consumer credit availability, interest rates, consumers’ disposable income and spending levels, job security and 
unemployment, and overall consumer confidence. We believe the risk from general economic factors is 
reduced by having a diverse source of cash flows from businesses that perform differently at different points in 
the cycle.  

Limited Customer Bases 

 Some of the Operating Partnerships derive a significant portion of their revenues from a limited customer 
base. If one or more of the significant customers of an Operating Partnership were to cease doing business 
with the Operating Partnership, or significantly reduced or delayed its purchase of services, the financial 
condition and results of operations of such Operating Partnership could be materially adversely affected. 
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Environmental Legislation 

 Environmental matters are subject to regulation under a variety of federal, provincial, territorial, state and 
municipal laws relating to health and safety and the environment. Management believes that the Operating 
Partnerships are in material compliance with applicable environmental legislation, however regulation is 
subject to change and, accordingly, it is impossible to predict the cost of compliance with new laws or the 
effects that such changes would have on the Operating Partnerships or their future operations. 

 Management believes that the risk of non-compliance with environmental regulation is greatest for the 
Operating Partnerships in the Industrial and Other Segments. 

Labour 

 The success of the Fund depends on the ability of the Operating Partnerships to maintain their respective 
productivity and profitability. The productivity and profitability of the Operating Partnerships may be limited 
by their ability to employ, train and retain the skilled personnel necessary to meet their respective 
requirements. None of the Operating Partnerships can be certain that they will be able to maintain the 
adequate skilled labour force necessary to operate efficiently and to support their growth strategies. As well, 
none of the Operating Partnerships can be certain that their labour expenses will not increase as a result of 
shortage in the supply of these skilled personnel. Labour shortages or increased labour costs could impair the 
ability of an Operating Partnership to maintain or grow its respective Operating Partnership. 

Interest Rate Risk 

 A wholly-owned subsidiary of the Fund entered into a secured credit agreement with an affiliate of 
Fortress Credit Corp. on December 7, 2006 (“Senior Credit Agreement”). This Senior Credit Agreement is 
referenced to the BA and LIBOR rates. Increases in rates could negatively impact operating results. The Fund 
was in default of its covenants under this Senior Credit Agreement and is looking to repay all indebtedness by 
July, 2010. 

Proposed Changes to the Income Tax Rules Applicable to Publicly Traded Trusts and Partnerships  

 On June 22, 2007, amendments to the Tax Act were enacted (the “SIFT Rules”), which modify the federal 
income tax treatment of certain publicly traded trusts and partnerships that are specified investment flow-
through trusts or partnerships (“SIFTs”). Under the SIFT Rules, a SIFT will generally be taxed in a manner similar 
to corporations on income from a business carried on in Canada by the SIFT and income (other than taxable 
dividends) or capital gains from non-portfolio properties (as defined in the Tax Act) at a rate similar to the 
combined federal/provincial tax rate of a corporation. Allocations or distributions of income and capital gains 
that are subject to the SIFT Rules will be taxed as an eligible dividend from a taxable Canadian corporation in 
the hands of the beneficiaries or partners of the SIFT.  The SIFT Rules are applicable to SIFTs beginning with the 
2007 taxation year.  However, subject to the normal growth guidelines issued in a press release by the 
Department of Finance (Canada) on December 15, 2006 and as amended by the explanatory notes to the 
November 28, 2008 Notice of Ways and Mean Motion released on December 4, 2008 (the “Normal Growth 
Guidelines”), the SIFT Rules will not apply until the 2011 taxation year to SIFTs that were publicly traded prior 
to November 1, 2006, such as the Fund, provided that there is no "undue expansion" of the Fund in the 
intervening period. 

 As a result of amendments to the Tax Act that were enacted on March 12, 2009 (the "SIFT Amendments"), 
effective October 31, 2006, excluded from the definition of a SIFT is a trust or partnership that is not publicly-
traded and the equity (and equity-like debt) of which is wholly-owned by any combination of a SIFT, a real 
estate investment trust, a taxable Canadian corporation (as each of those terms is defined in the Tax Act), or 
another trust or partnership that is not publicly-traded and wholly-owned as described above. 

 The SIFT Rules may adversely affect the marketability of the Fund's units and the ability of the Fund to 
undertake financings and acquisitions, and, at such time as the SIFT Rules apply to the Fund, the distributable 
cash of the Fund may be materially reduced. 

 As a result of the Fund suspending distributions in late 2008, the Fund will be subject to income tax on its 
undistributed taxable income.  Consequently, the exemption under EIC 107 for income trusts that the Fund 
previously relied on, no longer applies.  Prior to the decision to suspend distributions, no future taxes were 
recorded on those differences expected to reverse before 2011.   

 The SIFT Amendments also introduced a series of rules intended to accommodate the conversion of a SIFT 
into a taxable Canadian corporation without negative tax consequences to Unitholders.   
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 The Fund has evaluated its alternatives as to the best structure for its unit holders, and has determined 
that the most appropriate action is conversion to a corporate structure, as this will allow us to address the 
limits placed on our growth by the federal government with the expansion cap included in the SIFT Rules. 

Regulation 

 The Fund and its Operating Partnerships are subject to a variety of federal, provincial and local laws, 
regulations, and guidelines and may become subject to additional laws, regulations and guidelines in the 
future, particularly as a result of acquisitions. The financial and managerial resources necessary to ensure such 
compliance could escalate significantly in the future which could have a material adverse effect on the Fund’s 
and its Operating Partnerships’ business, financial condition, results of operations and cash flows. Although 
such expenditures historically have not been material, such laws and regulations are subject to change. 
Accordingly, it is impossible for the Fund or the Operating Partnerships to predict the cost or impact of such 
laws and regulations on their respective future operations. 

Competition 

 The businesses in which the Operating Partnerships operate are highly competitive. The Operating 
Partnerships often compete with companies that are much larger and have greater resources than the 
Operating Partnerships. There can be no assurance that the Fund and the Operating Partnerships will be able 
to successfully compete against their respective competitors or that such competition will not have a material 
adverse effect on their businesses, financial condition, results of operations and cash flows and therefore the 
Fund’s distributions to Unitholders. 

Potential Unknown Liabilities 

 In connection with the prior formation of Operating Partnerships completed by NPY, there may be 
unknown liabilities assumed by NPY through its interests in the Operating Partnerships for which NPY may not 
be indemnified by the prior owner. The discovery of any material liabilities could have a material adverse 
effect on the business, financial condition, results of operations and future prospects of the Fund. 

Availability of Future Financing  

 The Fund’s principal source of funds is cash generated from its Operating Partnerships. The Fund however 
may require additional equity or debt financing to meet its financing requirements. There can be no assurance 
that this financing will be available when required or available on commercially favourable terms or on terms 
that are otherwise satisfactory to the Fund, in which event the financial condition of the Fund may be 
materially adversely affected.  

Potential Future Developments 

 Management of the Fund, in the ordinary course of business, regularly explores potential strategic 
opportunities and transactions.  The public announcement of any of these or similar strategic opportunities or 
transactions might have a significant effect on the price of the Fund’s securities.  The Fund’s policy is not to 
publicly disclose the pursuit of a potential strategic opportunity or transaction unless and until a definitive 
binding agreement is reached.  There can be no assurance that investors who buy or sell securities of the Fund 
are doing so at a time when the Fund is not pursuing a particular strategic opportunity or transaction, that 
when announced, would have a significant effect on the price of the Fund’s securities. 
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B. Specific Operating Partnerships 

i. NP LP, Morrison Williams, and Brompton  

Investment Performance 

 If, over the longer term, NP LP, Morrison Williams and Brompton (collectively, the “Asset Management 
Operating Partnerships”) are unable to achieve investment returns that are competitive with or superior to 
those achieved by their respective competitors, the Asset Management Operating Partnerships may not attract 
assets through sales and new clients, or may experience redemptions or the termination of mandates, which 
may have a negative impact on their respective assets under management. Accordingly, this could have a 
negative impact on the Asset Management Operating Partnership’s management fee revenue and profitability 
and consequently could have a material adverse effect on the Asset Management Operating Partnership’s 
business, financial condition, results of operations and cash flows. 

Asset Growth and Retention 

 If market conditions change, investors may seek to modify their portfolios by transferring their 
investments out of the Asset Management Operating Partnerships. Should a sizeable number of clients seek to 
withdraw their assets or terminate their agreements with an Asset Management Services Operating 
Partnership or should there be a decline in sales or new clients, the Asset Management Operating Partnership’s 
business, results of operations, financial condition and future prospects could be materially adversely affected. 

Condition of Capital Markets 

 Each Asset Management Operating Partnership’s revenues are dependent upon its management fees, 
which are primarily based on the market value of its assets under management. Fluctuations in the market 
value of these assets under management will result in fluctuations in the Asset Management Operating 
Partnership’s revenues. The market value of assets under management is affected by factors beyond the Asset 
Management Operating Partnership’s control, including economic and political conditions, as well as the 
policies and performance of businesses, governments and the financial community. 

Access to Distribution Channels 

 Brompton’s ability to market its products is highly dependent on access to various distribution channels. 
The loss of access to any of Brompton’s distribution channels could lead to a decline in assets under 
management and could have a material adverse effect on Brompton’s business, operating results, financial 
condition and future prospects. 

Securities Regulatory Environment 

 The ability of each Asset Management Operating Partnership to carry on its business is dependent upon its 
compliance with and continued registration under, applicable securities legislation. Any change in the 
securities regulatory framework or failure to comply with any of these laws, rules or regulations could have an 
adverse effect on the Asset Management Operating Partnership. The rapidly changing securities regulatory 
environment and the rising asset management industry standards for operational efficiencies, as well as 
competitive pressures towards the implementation of innovative products and services may require additional 
human resources. The implementation of additional reporting obligations and other procedures for investment 
funds may require additional expenditures which could have a material adverse effect on each Asset 
Management Operating Partnership’s profitability. 

Asset Management Contracts 

 Generally, clients (or the Brompton Funds in the case of Brompton) may terminate their relationship with 
the Asset Management Operating Partnership, in certain cases, on short notice. Any loss of a significant client 
or a change in the assets managed by the Asset Management Operating Partnership in respect of such client 
could have a material adverse effect on the Asset Management Operating Partnership. 

Value of Assets Under Administration/Marketable Securities 

 Each Asset Management Operating Partnership’s fees for the services rendered to its clients are based on 
the value of assets under administration. Accordingly, a decrease in such value will decrease the Asset 
Management Operating Partnership’s fees, which could have a material adverse effect on its business, financial 
condition and results of operations. Additionally, a decrease in the value of the marketable securities held by 
the Asset Management Operating Partnership’s would reduce the Asset Management  Operating Partnership’s 
revenues which could have a material adverse effect on the Asset Management Operating Partnership’s 
business, financial condition and results of operations. 
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Changes in Law 

 Changes in law, including changes in the income tax rules applying to publicly traded investment funds or 
operating trusts or to holders of securities of these funds or trusts, may make investments in the Brompton 
Funds less attractive and result in holders redeeming their securities. 

Redemptions and Issuer Bids 

 If investors in the Brompton Funds exercise their right to redeem their securities or securities are purchased 
for cancellation under issuer bids of the Brompton Funds, the amount of assets under management will be 
reduced which will reduce Brompton’s revenue and profitability. 

Product Risk 

 The ability of Brompton to maintain and grow its business is dependent upon its ability to create new 
funds that can be successfully marketed to investors. An adverse change in the demand for structured products 
or for Brompton’s funds would affect Brompton’s ability to increase and possibly maintain net assets under 
management. 

 ii Hargraft & BMI  

Changes in the Business, Economic and Political Environment 

 Hargraft and BMI’s business and results of operations can be affected significantly by changes in the 
business and economic environment, including, changes in the level of demand for insurance, price 
competition and variation in other terms and conditions of trade, increases in the supply of insurance as a 
result of new capital provided by recent or future market entrants or by existing insurers, volatile and 
unpredictable developments (including catastrophes), changes in loss of reserves resulting from changing legal 
environments as different types of claims arise and judicial interpretations relating to the scope of insurers’ 
liability develop, fluctuations in interest rates, price competition and other changes in the investment 
environment which affect returns on invested assets and inflationary pressures that affect the size of losses. As 
a result of fluctuations in pricing, Hargraft and BMI may be unable to obtain business that meets its 
underwriting standards and pricing expectations which could have a material adverse effect on their 
businesses, their financial condition and their results of operations. 

Competitive Market Environment 

 The insurance brokerage industry is highly competitive. Hargraft and BMI compete, and will continue to 
compete, with both large and small companies in the market, some of which may have greater financial, 
marketing, distributions and management resources. In addition, Hargraft and BMI may not be aware of other 
companies that may be planning to enter the insurance market. With the hardening of market conditions in 
the specialty auto market, some larger clients in the taxi and trucking segments are migrating to captive 
insurance company solutions.  Any new, proposed or potential legislative or industry developments could 
further increase competition in their markets. There can be no assurance that Hargraft and/or BMI will be able 
to achieve or maintain any particular level of commissions in this competitive environment. 

Regulatory Risks 

 Hargraft and BMI’s business is subject to various regulatory requirements imposed by legislation and 
regulation in Canada applicable to insurance companies. Material changes in the regulatory framework or the 
failure to comply with regulatory requirements could have an adverse effect on both companies. Additionally, 
significant tort law reform could impact the cost of litigation surrounding insurance claims. These reforms 
would result in insurance premiums being lowered with a corresponding reduction in commission revenue 
levels. To date, no meaningful efforts have been made to persuade regulators to implement tort reform except 
in the area of auto insurance. 

 iii. Marketing Segment (S&E, Gemma, Capital C, IC Group, and Armstrong)  

Loss of Key Clients 

 Clients can terminate their contracts, or terminate or reduce volumes, on relatively short notice. 
Additionally, most contracts do not guarantee a minimum level of revenue, and the profitability of each client 
program may vary depending on contract term for volume. While most client contracts are supported by long-
term relationships, there is no guarantee that this business will continue in the future. 
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Ability to Generate Revenue from New and Existing Clients 

 To increase its revenue, a marketing company needs to obtain additional clients or generate additional 
demand for its services from existing clients. The ability to generate initial demand for services from clients and 
additional demand from existing clients is subject to clients’ and potential clients’ requirements, pre-existing 
vendor relationships, financial condition, strategic plans and internal resources, as well as the quality of a 
marketing company’s employees, services and reputation and their breadth of service. To the extent that one 
of the Operating Partnerships in the marketing area cannot generate new business from new and existing 
clients due to these limitations, it will limit that Operating Partnership’s ability to grow its business and to 
increase revenues. 

 iv. S&E  

Reliance on Key Suppliers 

 S&E is reliant upon key suppliers, including sports arenas, for the advertising products that it sells to 
clients. Should there be a disruption in this supply chain, S&E’s performance will be adversely affected. Should 
a work stoppage occur in the NHL or in other professional sports leagues, S&E’s financial performance may be 
materially aversely affected. 

Professional Sports Franchises 

 The revenues of S&E are dependent on the success of sports franchises and the venues in which those 
franchises play.  Accordingly, a lack of success of such sport franchises could have a material adverse effect on 
S&E’s financial condition and results of operations. 

 v. Gemma  

Offshore Competition 

 In recent years, many contact centre outsource providers have been establishing a presence offshore in 
countries like India, the Philippines and the Caribbean to provide service to North American and European 
clients and take advantage of lower labour costs in those jurisdictions. The availability of contact centre 
solutions from lower cost jurisdictions has created an environment with increasing pricing pressure from 
clients. 

Staffing Levels 

 The contact centre industry is characterized by high employee turnover. If Gemma is unable to maintain 
adequate staffing levels, it may not be able to provide the required services which could materially impact 
Gemma’s revenues and profitability. 

 vi. Armstrong and Capital C  

Continually Changing Marketing Industry 

 Armstrong and Capital C operate in a fast-paced, continuously changing marketing industry. There is no 
assurance that Armstrong and Capital C will continue to be able to react and adapt to changes within their 
industry and ultimately remain competitive. 

 vii. IC Group  

Changes in the Business, Economic and Political Environment 

 IC Group’s business and results of operations can be affected significantly by changes in the business and 
economic environment, including, changes in the level of demand for insurance, price competition and 
variation in other terms and conditions of trade, increases in the supply of insurance as a result of new capital 
provided by recent or future market entrants or by existing insurers, volatile and unpredictable developments 
(including catastrophes), changes in loss of reserves resulting from changing legal environments as different 
types of claims arise and judicial interpretations relating to the scope of insurers’ liability develop, fluctuations 
in interest rates, price competition and other changes in the investment environment which affect returns on 
invested assets and inflationary pressures that affect the size of losses. As a result of fluctuations in pricing, IC 
Group may be unable to obtain business that meets its underwriting standards and pricing expectations which 
could have a material adverse effect on IC Group’s business, financial condition and results of operations. 

Competitive Market Environment 

 The insurance brokerage industry is highly competitive. IC Group competes, and will continue to compete, 
with both large and small companies in the market, some of which may have greater financial, marketing, 
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distribution and management resources than IC Group. In addition, IC Group may not be aware of other 
companies that may be planning to enter the insurance market. Any new, proposed or potential legislative or 
industry developments could further increase competition in IC Group’s markets. There can be no assurance 
that IC Group will be able to achieve or maintain any particular level of commissions in this competitive 
environment. 

Regulatory Risks 

 IC Group’s business is subject to various regulatory requirements imposed by legislation and regulation in 
Canada applicable to insurance companies. Material changes in the regulatory framework or the failure to 
comply with regulatory requirements could have an adverse effect on IC Group. Additionally, significant tort 
law reform could impact the cost of litigation surrounding insurance claims. These reforms would result in 
insurance premiums being lowered with a corresponding reduction in commission revenue levels. To date, no 
meaningful efforts have been made to persuade regulators to implement tort reform except in the area of 
auto insurance. 

Currency Exchange Rate 

 Approximately 80% of IC Group’s sales are in U.S. dollars, which exposes the business to currency 
fluctuations. This could impact the business positively or negatively during any time period. 

Loss of Core Clients 

 IC Group’s promotional and loyalty program business is focused around several main core clients and loss 
of one of these clients would expose IC Group to risk of reductions in revenues.  

viii. NPC 

Volatility of Industry Conditions 

 Conditions in the energy industry are influenced by numerous factors over which NPC has no control, 
including: the level of oil and gas prices; expectations about future oil and gas prices; the cost of exploring for, 
producing and delivering oil and gas; the expected rates of declining production; the discovery rates of new oil 
and gas reserves; available pipeline and other oil and gas transportation capacity; weather conditions; global 
political, military, regulatory and economic conditions; and the ability of oil and gas companies to raise equity 
capital or debt financing. 

 The level of activity in the Canadian oil and gas exploration and production industry is volatile. No 
assurance can be given that expected trends in oil and gas production activities will continue or that demand 
for oilfield services will reflect the level of activity in the industry. Any prolonged substantial reduction in oil 
and natural gas prices would likely affect oil and gas production levels and therefore affect the demand for 
services to oil and gas customers. A material decline in oil or gas prices or Canadian industry activity could have 
a material adverse effect on NPC’s business, financial condition, results of operations and cash flows. 

Seasonality 

 In Canada, the level of activity in the oilfield services industry is influenced by seasonal weather patterns. 
Spring break-up during the second quarter leaves many secondary roads temporarily incapable of supporting 
the weight of heavy equipment, which results in severe restrictions in the level of oilfield services. The duration 
of this period will have a direct impact on the level of NPC’s activities. Spring break-up occurs earlier in the year 
in south-eastern Alberta than it does in northern Alberta. The timing and duration of spring break-up is 
dependent on weather patterns but it generally occurs in April and May. Additionally, if an unseasonably 
warm winter prevents sufficient freezing, NPC may not be able to access well sites and its operating results and 
financial condition may therefore be adversely affected. The demand for oilfield services may also be affected 
by the severity of the Canadian winters. In addition, during excessively rainy periods, equipment moves may be 
delayed, thereby adversely affecting revenues. The volatility in the weather and temperature can therefore 
create unpredictability in activity and utilization rates, which can have a material adverse effect on NPC/’s 
business, financial condition, results of operations and cash flows and therefore on the distributions to 
Unitholders. 

Customer Contracts 

 The business operations of NPC depend on its ability to perform under the agreements with its customers 
and the ability to attract new business. The key factors which determine whether a client continues to use NPC 
are service quality and availability, reliability and performance of equipment used to perform its services, 
technical knowledge and experience, reputation for safety and competitive pricing. There can be no assurance 
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that NPC’s relationship with its customers will continue, and a significant reduction or total loss of the business 
from these customers, if not offset by sales to new or existing customers, could have a material adverse effect 
on NPC/’s business, financial condition, results of operations and cash flows. 

Sources, Pricing and Availability of Equipment and Equipment Parts 

 NPC sources its equipment and equipment parts from a variety of suppliers. Should any suppliers of NPC be 
unable to provide the necessary equipment or parts or otherwise fail to deliver products in the quantities 
required, any resulting delays in the provision of services or in the time required to find new suppliers could 
have a material adverse effect on NPC’s business, financial condition, results of operations and cash flows. 

Customer Concentration  

 Large contracts often create a situation where a significant portion of NPC’s main revenue and accounts 
receivables may be from a small number of customers increasing the risks of economic dependence and 
concentration of credit.  NPC is economically dependent upon its top three clients who made up approximately 
64% of its revenues for 2009. 

Project Risk  

 A portion of NPC’s revenues is derived from stand alone construction projects under a “lump sum” 
contracting strategy. Although these projects provide opportunities for increased revenue and profit 
contributions they can occasionally result in significant losses.  Although “lump sum” projects do not represent 
a high percentage of the work NPC performs, NPC may experience periods of irregular or reduced revenues. 
The recording of the results of these project contracts can distort revenues and earnings on both a quarterly 
and an annual basis and can, in some cases, make it difficult to compare the financial results between 
reporting periods. 

Environmental  

 The operations of NPC are, and will continue to be, affected in varying degrees by federal and provincial 
statutes and regulations regarding the protection of the environment.  Changes to existing statutes or 
regulations could have a negative impact on development projects in the oil sands.  Furthermore, under 
existing legislation, all capital projects in the oil sands are subject to regulatory approval.  Planned capital 
projects that have not yet obtained regulatory approval will require such approvals in order to proceed.    

 No assurance can be given that future environmental approvals, laws or regulations will not adversely 
impact the ability of NPC’s customers to develop and operate in the oil sands. 

Unexpected Adjustments and Cancellations in Backlog 

 NPC may not be able to convert its backlog into revenue and cannot guarantee that the revenues 
projected in its backlog will be realized or, if realized, will result in profits. Projects may remain in its backlog 
for an extended period of time. NPC includes in its backlog binding and non-binding letters of intent, work 
orders and cost reimbursable contracts, which may be different than the items other issuers include in backlog. 
In addition, as many of NPC’s clients have the right to terminate their contracts on short notice, project 
cancellations or scope adjustments may occur, from time to time, with respect to contracts reflected in its 
backlog and with respect to backlog evidenced by a non-binding letter of intent, the formal contract 
respecting same may never be finalized, resulting in such engagement being terminated.  Backlog reductions 
can adversely affect the revenue and profit NPC actually receives from projects reflected in its backlog. Future 
project cancellations and scope adjustments could further reduce the dollar amount of the Company’s backlog 
and the revenues and profits that NPC actually receives. Additionally, in the event of a project cancellation, the 
Company may be reimbursed for certain costs but typically has no contractual rights to the total revenue that 
was expected to be derived from such project. 

Union Work Stoppages 

 Twenty percent of NPC’s hourly employees, in the Golosky Subsidiaries, are subject to collective 
agreements to which it is a party or is otherwise subject. Any work stoppage resulting from a strike or lockout 
could have a material adverse effect on the Company’s business, financial condition and results of operations, 
including increased labour costs and service disruptions. In addition, NPC’s clients employ workers under 
collective agreements. Any work stoppage or labour disruption experienced by NPC’s key clients could 
significantly reduce the amount of its services that they need. 
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Price and Availability of Alternative Fuels 

 Fuel conservation measures, alternative fuel requirements, increasing consumer demand for alternatives to 
oil and gas, and technological advances in fuel economy and energy generation devices could reduce the 
demand for crude oil and other liquid hydrocarbons. NPC cannot predict the impact of changing demand for 
oil and gas products, and any major changes may have a material adverse effect on NPC’s business, financial 
condition, results of operations and cash flows.  

ix. Quantum Murray  

Large Project Risk 

 A substantial portion of Quantum Murray’s revenues are derived from large projects. Opportunities to 
compete for such large projects do not occur regularly and Quantum Murray’s ability to successfully compete 
for these large opportunities and the length of time required to execute such projects is not predictable. As a 
result, Quantum Murray may experience fluctuations in financial results and cash flows. 

Access to Bonding 

 Most of Quantum Murray’s contracts require sufficient bonding. Although Quantum Murray believes that 
it should be able to secure and maintain surety capacity adequate to satisfy its current requirements, if such 
requirements become materially greater than anticipated or should sufficient surety capacity not be available, 
this could have a material adverse effect on Quantum Murray’s business, financial condition, future prospects 
and results of operations. 

Contractual Risks 

 A substantial portion of Quantum Murray’s revenue is derived from fixed-price contracts pursuant to 
which a commitment is provided to the owner of the project to complete the project for a guaranteed 
amount. Any errors in estimating the cost or time to complete such projects may be absorbed by Quantum 
Murray which may have a material adverse effect on Quantum Murray’s business, financial condition and 
results of operations. 

Economic Risks 

 Quantum Murray’s revenues and profitability are tied to the general state of the economy, such as the 
current economic downturn, in some geographic regions in which it operates. A fluctuation in the general 
state of the economy in those geographic regions in which Quantum Murray operates could have, and is 
having, a material adverse effect on Quantum Murray’s business, financial condition, future prospects and 
results of operations. 

Environmental and Safety Risks 

 Quantum Murray handles hazardous substances such as asbestos, mould, lead, PCBs and contaminated soils 
as part of its business. While Quantum Murray has not had any incidents, emissions or spills, there can be no 
guarantee that there will not be any incidents, emissions or spills in the future and that such incidents will be 
of a non-material nature. 

 Quantum Murray is subject to, and materially complies with, environmental and health and safety 
legislation in the jurisdictions in which it operates. Management is not aware of any pending environmental or 
health and safety legislation that would be likely to have a material impact on any of its operations, capital 
expenditure requirements or competitive position. Nevertheless, there can be no guarantee with respect to the 
impact of future legislation or incidents which could have a material adverse effect on Quantum Murray’s 
operations, capital expenditure requirements or competitive position. 

Labour Factors 

 A portion of Quantum Murray’s labour force is unionized and accordingly, Quantum Murray is subject to 
the detrimental effects of a strike or other labour action, in addition to competitive cost factors. 

Scrap Metal 

 Quantum Murray frequently obtains the rights to the scrap metal that can be salvaged as part of a given 
project pursuant to the terms of the contract and in turn sells the scrap metal to various end markets. As a 
result, Quantum Murray’s revenues and profitability are exposed to fluctuations in the market prices for such 
metals and any decrease in the market price of such metals could have a material adverse effect on Quantum 
Murray’s business, financial condition and results of operations. 
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x. Rlogistics 

Economic Risk 

 The success of Rlogistics depends in large part on the extent of consumer spending and the supply of 
liquidated goods. Economic conditions and the level of spending on consumer and office products are 
generally positively correlated. Rlogistics sells discount merchandise and relative to some of its competition 
that operate in the first-to-market business, generally does not fare as poorly during economic downturns 
providing there is a large available supply of liquidated goods. It is also important to the ongoing success of 
Rlogistics that it attracts and retains quality personnel in all departments (especially in purchasing) at 
reasonable pay rates and utility rates remain reasonable (due to the number of locations Rlogistics occupies). 

xi. Peerless  

Operational Risk 

 In the normal course of business, Peerless’ operations continue to be influenced by a number of internal 
and external factors, and are exposed to risks and uncertainties, that can affect its business, financial condition 
and operating results. Peerless’ activities are subject to ongoing operational risks, including the performance of 
key suppliers, product performance, government and other industry regulations, all of which may affect its 
ability to meet its obligations. While management believes its innovation and technology make it a leader in 
the industry, revenue and results may be affected if products are not accepted in the market place, are not 
approved by regulatory authorities, or if products are not brought to market in a timely manner. 

Contract Timing 

 Peerless operates in markets subject to government purchasing patterns and large tenders that are at 
times unpredictable and create fluctuations in the production load throughout the year. Government 
purchasing is typically tender driven and subject to competitive bidding. These buying patterns create the need 
to be able to quickly increase and decrease production capacity. Peerless has addressed this necessity by using a 
sub-contractor manufacturing model which can be scaled according to production volumes. 

Customer Concentration/Economic Dependence 

 Large contracts often create a situation where a significant portion of the Peerless’ revenue and accounts 
receivables may be from a small number of customers increasing the risks of economic dependence and 
concentration of credit.  This risk is mitigated as Peerless’ primary customer is the government of Canada. 
Peerless is economically dependent upon the DND as it made up 71% of its revenues for 2009. 

Working Capital 

 Peerless’ working capital position is dependent on the timely collection of accounts receivables, inventory 
management and scheduled supplier payments.  A change in supplier payment terms or slow payment of 
accounts receivables could adversely affect their liquidity. 

Dependence on Key Management 

 Peerless is dependent upon the knowledge and relationships of certain key management. One of these 
individuals has been employed by Peerless for over 30 years and has expressed no intention of leaving Peerless. 

xii. Titan  

Economic Risks 

 Titan provides products to firms that operate in the natural resources industry. Natural resource prices 
tend to be correlated to the general state of the economy and the level of activity in natural resource 
industries fluctuates with the price of each respective natural resource. Since natural resource prices are 
correlated to the strength of the economy, Titan is exposed to general economic risks in those geographic 
regions in which they operate as well the general state of the economy of Canada, the United States and 
globally. 

Volatility of Industry Conditions 

 Conditions in the oil and gas services industry are influenced by numerous factors over which Titan has no 
control, including: the level of oil and gas prices; drilling levels; expectations about future oil and gas prices; 
the cost of exploring for, producing and delivering oil and gas; the expected rates of declining production; the 
discovery rates of new oil and gas reserves; available pipeline and other oil and gas transportation capacity; 
worldwide weather conditions; global political, military, regulatory and economic conditions; and the ability of 
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oil and gas companies to raise equity capital or debt financing. All of these factors affect the level of activity in 
the oil and gas industry and the inputs Titan provides for these activities. 

Seasonality of Oil and Gas Industry 

 In Canada, the level of activity in the oilfield services industry is influenced by seasonal weather patterns. 
Spring break-up during the second quarter leaves many secondary roads temporarily incapable of supporting 
the weight of heavy equipment, which results in severe restrictions in the level of oilfield services. The duration 
of this period will have a direct impact on the level of Titan’s sales. Spring break-up occurs earlier in the year in 
south-eastern Alberta than it does in northern Alberta. The timing and duration of spring break-up is 
dependent on weather patterns but it generally occurs in April and May. The demand for oilfield services may 
also be affected by the severity of the Canadian winters. The volatility in the weather and temperature can 
therefore create unpredictable activity and utilization rates, which can have a material adverse effect on 
Titan’s business, financial condition, results of operations and cash flows. 

xiii. Gusgo  

Economic Risk 

 The trucking industry in general is subject to the risk of a general economic slowdown. The demand for 
trucking services is traditionally positively correlated to the economy as a whole and a downturn in the 
economy could have a material adverse effect on the revenues and profitability of Gusgo. 

Fuel Prices 

 The price of fuel to operate the vehicles and equipment represents a large expense for Gusgo, the price of 
which fluctuates considerably. A large or unexpected increase in the price of fuel could materially and 
adversely affect the profits of Gusgo. To date, Gusgo has managed to pass on fuel cost increases to customers, 
however, this may not always be the case. 

Economic Dependence 

 As a strategic decision, Gusgo has a relatively concentrated customer base. There can be no assurance that 
Gusgo’s customers will continue to do business with Gusgo at their current levels. The loss of one or more 
customers, or a significant decrease in the services required could materially adversely affect the revenues and 
profitability of Gusgo. 
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C. Structure of the Fund 

Dependence on the Operating Partnerships  

 The Fund is a limited purpose trust that is entirely dependent on the operations and assets of the 
Operating Partnerships.  Accordingly, cash distributions to Unitholders are not guaranteed, and are dependent 
on the ability the Operating Partnerships to pay distributions indirectly to the Fund.  The ability of the Fund to 
pay distributions or make other payments or advances is subject to applicable laws and contractual restrictions 
contained in the instruments governing any indebtedness (including the Senior Credit Agreement). The Fund 
has entered a Forbearance Agreement with its Lenders and is disallowed from making distributions to 
unitholders until the expiry of the Forbearance Period. 

Leverage and Restrictive Covenants 

 The degree to which the Fund is leveraged could have important consequences to Unitholders, including 
the following: (i) the ability of NPY to obtain additional financing for working capital, capital expenditures or 
acquisitions in the future may be limited; (ii) a material portion of NPY’s cash flow from operations may need 
to be dedicated to payment of the principal of and interest on indebtedness, thereby reducing funds available 
for future operations and to pay distributions; (iii) certain of the borrowings under the Senior Credit 
Agreement may be at variable rates of interest, which exposes NPY to the risk of increased interest rates; and 
(iv) the Fund may be more vulnerable to economic downturns and be limited in its ability to withstand 
competitive pressures. NPY’s ability to make scheduled payments of principal and interest on, or to refinance, 
its indebtedness will depend on its future operating performance and cash flows, which are subject to 
prevailing economic conditions, prevailing interest rate levels, and financial, competitive, business and other 
factors, many of which are beyond its control. 

 The ability of the Fund to make distributions or make other payments or advances is subject to applicable 
laws and contractual restrictions contained in the instruments governing any indebtedness of the Fund and 
NPY (including the Debentures (as defined in appendix B) and the Senior Credit Agreement). The Senior Credit 
Agreement contains restrictive covenants customary for credit facilities of this nature, including covenants that 
limit the discretion of management with respect to certain business matters. These covenants place restrictions 
on, among other things, the ability of NPY to incur additional indebtedness, to pay distributions or make 
certain other payments, to sell or otherwise dispose of material assets and to make additional acquisitions. In 
addition, the Senior Credit Agreement contains a number of financial covenants that require NPY to meet 
certain financial ratios and financial tests. A failure to comply with the obligations in the Senior Credit 
Agreement could result in an event of default that, if not cured or waived, could permit acceleration of the 
relevant indebtedness. If the indebtedness under the Senior Credit Agreement were to be accelerated, there 
can be no assurance that the assets of NPY would be sufficient to repay in full that indebtedness.  The Fund 
was in breach of certain covenants of its Senior Credit Agreement and entered into a Forbearance Agreement 
with its Lenders.  During the Forbearance Period the Fund is disallowed from making distributions to its 
unitholders. 

As a consequence of the continuing events of default under the Senior Credit Agreement, the Fund 
was contractually prohibited under the Collateral Covenants Agreement with the Lenders from remitting the 
June 30, 2009 interest payment on the Unsecured Subordinated Convertible Debentures (the “Debentures”) 
and as of July 15, 2009, the failure to make the interest payment constituted an event of default under the 
terms of the Trust Indenture governing the Debentures.  The Forbearance Agreement does not permit the 
Fund to make further interest payments during the Forbearance Period.   

Potential Sales of Additional Units 

 The Fund may issue additional Units or securities exchangeable for or convertible into Units in the future. 
The Fund may issue additional Units in order to, among other things, finance the acquisitions of additional CT 
Notes or CT Units in order to indirectly fund NPY’s capital expenditure and other cash requirements. Such 
additional Units may be issued without the approval of Unitholders. The Unitholders will have no pre-emptive 
rights in connection with such additional issues. Additional issuance of Units will result in the dilution of the 
interests of Unitholders. 
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Distribution of Securities on Redemption or Termination of the Fund 

 Upon a redemption of Units or termination of the Fund, the Trustees may distribute CT Notes and/or CT 
Units directly to the Unitholders, subject to obtaining all required regulatory approvals. There is currently no 
market for such securities, and none is expected to develop in the future. In addition, the CT Notes will not be 
freely tradable and will not be currently listed on any stock exchange. Securities so distributed may not be 
qualified investments for trusts governed by deferred income plans, depending upon the circumstances at the 
time. 

Unitholder Liability 

 The Declaration of Trust provides that no Unitholder will be subject to any liability in connection with the 
Fund or its assets or obligations and that, in the event that a court determines that Unitholders are subject to 
any such liabilities, the liabilities will be enforceable only against, and will be satisfied only out of, the 
Unitholder’s share of the Fund’s assets. 

 The Declaration of Trust further provides that the Trustees shall make all reasonable efforts to include as a 
specific term of any obligations or liabilities being incurred by the Fund, or the Trustees on behalf of the Fund, 
a contractual provision to the effect that neither the Unitholders, nor the Trustees have any personal liability 
or obligations in respect thereof. There remains a risk that a Unitholder may be personally liable despite such a 
provision in the Declaration of Trust or other agreements made by the Fund. 

 On December 16, 2004, the Trust Beneficiaries’ Liability Act, 2004 (Ontario) came into force. This statute 
provides that holders of units of a trust are not, as beneficiaries, liable for any act, default, obligation or 
liability of the trust if, when the act or default occurs or the liability arises, (i) the trust is a reporting issuer 
under the Securities Act (Ontario), and (ii) the trust is governed by the laws of Ontario. The Fund has been a 
reporting issuer under the Securities Act (Ontario) since July 28, 2005 and it is governed by the laws of Ontario 
by virtue of the provisions of the Declaration of Trust. 

Undiversified and Illiquid Holdings in the Trust 

 The Fund’s holding of CT Units and CT Notes is undiversified, and such securities are illiquid, as they are 
not expected to be listed or quoted on any stock exchange or other market. 

Income Tax Matters 

 Although the Fund, the Commercial Trust, NPY, NPH, the Operating Partnerships and their subsidiaries are 
of the view that all expenses to be claimed by them in the determination of their respective incomes under the 
Tax Act is reasonable and deductible in accordance with the applicable provisions of the Tax Act, and that the 
allocation of partnership income for purposes of the Tax Act between the holders of LP Units and the 
Commercial Trust is reasonable, there can be no assurance that the Tax Act or the interpretation of the Tax Act 
will not change, or that CRA will agree with the expenses claimed or such allocation of partnership income. If 
CRA successfully challenges the deductibility of such expenses or the allocation of such income, NPY’s 
allocation of taxable income to the Commercial Trust, and indirectly the taxable income of the Fund and the 
Unitholders of the Fund, and taxable income of the Operating Partnerships and their subsidiaries, may change. 

 Elections have been made under the Tax Act such that the transactions under which NPH acquires its 
interest in the Operating Partnerships may be effected on a tax-deferred basis. The adjusted cost base of any 
property transferred to an Operating Partnership pursuant to such agreements may be less than its fair market 
value, such that a gain may be realized on the future sale of the property. 

 Further, interest on the CT Notes held by the Fund accrues at the Fund level for income tax purposes 
whether or not actually paid.  The interest rate on CT Notes was reset to 0% effective Mar 1, 2009. The 
Declaration of Trust provides that an amount equal to the taxable income of the Fund will be distributed each 
year to Unitholders in order to reduce the Fund’s taxable income to zero. If sufficient cash is not available, such 
distributions will be in the form of Units. Unitholders will generally be required to include an amount equal to 
the fair market value of those Units into their taxable income, in circumstances where they do not receive a 
cash distribution. 

 The acquisitions of Operating Partnerships involved various structuring events to complete the transactions 
in a tax effective manner. These transactions involved interpretations of the Tax Act which could, if interpreted 
differently, result in additional tax liabilities. 
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Return of Capital 

 Cash distributions do not represent a “yield” in the traditional sense as they may represent both return of 
capital and return on investment.  The Fund has historically had significant returns of capital prior to October 
2008 when it ceased distributions. 

Shot-Gun Buy-Sell Rights 

 Certain of the limited partnership agreements of the Operating Partnerships contain shot-gun buy-sell 
provisions. The purpose of the shot-gun buy-sell provisions is to provide the parties with a recognized 
mechanism for solving any fundamental disputes which may develop. If one of the limited partners of the 
applicable Operating Partnership, other than NPH, initiates a shot-gun buy-sell, the general partner of NPH will 
have to decide whether to buy at the offered price, in which case monies may have to be raised, either by 
drawing on the Senior Credit Agreement in the short term or issuing more Units, or to sell at the offered price, 
in which case NPH will receive the proceeds of sale, and will apply the proceeds in such manner as the general 
partner of NPH determines at the time, subject to any required approvals from lenders or others. There is no 
assurance that NPH will decide to buy at the offered price or that NPH will have sufficient funds to buy at the 
offered price. Any decision of NPH not to buy at the offered price or its inability to buy at the offered price 
may have a negative impact on the Fund.  Any purchase or sale by NPH pursuant to such shot-gun buy-sell 
provisions will require consent of the lenders under the Senior Credit Agreement. No assurance can be given 
that such consent will be obtained on acceptable terms or at all should NPH decide that it wishes to sell under 
such shot-gun buy-sell provisions. 

  D. Units of the Fund 

Unpredictability and Volatility of Unit Price 

 A publicly traded income trust will not necessarily trade at values determined by reference to the 
underlying value of its business. The prices at which the Units will trade cannot be predicted. The market price 
of the Units could be subject to significant fluctuations in response to variations in quarterly operating results, 
distributions and other factors. The annual yield on the Units as compared to the annual yield on other 
financial instruments may also influence the price of the Units in the public trading markets. In addition, the 
securities markets have experienced significant price and volume fluctuations from time to time in recent years 
that often have been unrelated or disproportionate to the operating performance of particular issuers. These 
broad fluctuations may adversely affect the market price of the Units. 

Nature of Units 

 The Units are not “deposits” within the meaning of the Canada Deposit Insurance Corporation Act and are 
not insured under the provisions of that act of any other legislation. Furthermore, the Fund is not a trust 
company and, accordingly, is not registered under any trust and loan company legislation as it does not carry 
on or intend to carry on the business of a trust company. In addition, although the Fund qualifies as a “mutual 
fund trust” as defined in the Tax Act (as of the date hereof), the Fund is not a “mutual fund” as defined by the 
securities legislation. 

 Securities like the Units are hybrids in that they share certain attributes common to both equity securities 
and debt instruments. The Units do not represent debt instruments and there is no principal amount owing to 
Unitholders under the Units. As holders of Units, Unitholders do not have the statutory rights normally 
associated with ownership of shares of a corporation including, for example, the right to bring “oppression” or 
“derivative” actions. Each Unit represents an equal, undivided, beneficial interest in the Fund. The Fund’s 
principal assets are CT Units and CT Notes. The price per Unit is a function of the Fund’s anticipated 
distributable cash at any time, which is, in turn dependent on the distributable cash distributed upstream by 
the Operating Partnerships. 

Restrictions on potential growth 

 The payout by the Operating Partnerships of a high proportion of their operating cash flow will make 
additional capital and operating expenditures somewhat dependent on increased cash flow or additional 
financing in the future. Lack of those funds could limit the future growth of the Operating Partnerships and 
their cash flow. 

Limitation on Non-Resident Ownership 

 The Declaration of Trust imposes various restrictions on Unitholders. Non-resident (as defined in the 
Declaration of Trust) Unitholders are prohibited from beneficially owning more than 45% of the Units (on a 
non-diluted and fully diluted basis). These restrictions may limit (or inhibit the exercise of) the rights of certain 
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Persons (as defined in the Declaration of Trust), including Non-residents, to acquire Units, to exercise their 
rights as Unitholders and to initiate and complete take-over bids in respect of the Units. As a result, these 
restrictions may limit the demand for the Units from certain Unitholders and thereby adversely affect the 
liquidity and market value of the Units held by the public. 

Investment Eligibility 

 There can be no assurance that the Units will continue to be qualified investments for registered 
retirement savings plans, deferred profit sharing plans, registered retirement income funds and registered 
education savings plans under the Tax Act. The Tax Act imposes penalties for the acquisition or holding of non-
qualified investments.  

Income Tax Matters 

 There can be no assurance that Canadian federal income tax laws and administrative policies respecting 
the treatment of mutual fund trusts will not be changed in a manner, which adversely affects Fund 
Unitholders. 

 Currently, a trust will not be considered to be a mutual fund trust if it is established or maintained 
primarily for the benefit of non-residents unless all or substantially all of its property is taxable Canadian 
property as defined in the Tax Act. On September 16, 2004, the Minister of Finance released draft amendments 
to the Tax Act. Under the draft amendments, a trust would lose its status as a mutual fund trust if the 
aggregate fair market value of all units issued by the trust held by one or more non-resident persons or 
partnerships that are not Canadian partnerships is more than 50% of the aggregate fair market value of all the 
units issued by the trust where more than 10% (based on fair market value) of the trust’s property is taxable 
Canadian property or certain other types of property. If the draft amendments are enacted as proposed, and if, 
at any time more than 50% of the aggregate fair market value of the Units were held by non-residents and 
partnerships other than Canadian partnerships, the Fund may lose its mutual fund trust status. On December 6, 
2004, the Department of Finance tabled a Notice of Ways and Means Motion, which did not include these 
proposed changes. The Department of Finance indicated that the implementation of the proposed changes 
would be suspended pending further consultation with interested parties. 

E. Risks Relating to the Debentures 

Prior Ranking Indebtedness 

 The Debentures will be subordinate to all senior indebtedness. The payment of the principal premium (if 
any) and interest on the Debentures will be subordinated to senior indebtedness of the Fund. The Debentures 
will also be effectively subordinate to claims of creditors of the Fund’s subsidiaries except to the extent the 
Fund is a creditor of such subsidiaries ranking at least pari passu with such other creditors. 

Inability to Fund Purchase of Debentures 

 The Fund may be required to offer to purchase all outstanding Debentures upon the occurrence of a 
change of control. However, it is possible that following a change of control, the Fund will not have sufficient 
funds at that time to make the required purchase of outstanding Debentures or that restrictions contained in 
other indebtedness will restrict those purchases.  

Absence of Covenant Protection 

 The Trust Indenture does not, and the First Supplemental Indenture will not, restrict the Fund or any of its 
subsidiaries from incurring additional indebtedness or from mortgaging, pledging or charging its assets to 
secure any indebtedness.  Neither the Trust Indenture nor the First Supplemental Indenture contains any 
provisions specifically intended to protect holders of the Debentures in the event of a future leveraged 
transaction involving the Fund or any of its subsidiaries. 

Redemption Prior to Maturity 

 The Debentures may be redeemed, at the option of the Fund, after December 2008 (Series 2005 
Debentures) and December 2010 (Series 2007 Debentures) and prior to the maturity date at any time and from 
time to time, at the redemption prices set forth in the Indenture and the First Supplemental Indenture, 
together with any accrued and unpaid interest. Holders of Debentures should assume that this redemption 
option will be exercised if the Fund is able to refinance at a lower interest rate or it is otherwise in the interest 
of the Fund to redeem the Debentures. 
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Conversion Following Certain Transactions 

 In the case of certain transactions, each Debenture will become convertible into securities, cash or property 
receivable by a holder of Units in the kind and amount of securities, cash or property into which the Debenture 
was convertible immediately prior to the transaction. This change could substantially lessen or eliminate the 
value of the conversion privilege associated with the Debentures in the future.  

Market Value Fluctuation 

 Prevailing interest rates will affect the market value of the Debentures, as they carry a fixed interest rate. 
Assuming all other factors remain unchanged, the market value of the Debentures, which carry a fixed interest 
rate, will decline as prevailing interest rates for comparable debt instruments rise, and increase as prevailing 
interest rates for comparable debt instruments decline. 

Dilutive Effects on Holders of Units 

 The Fund may issue Units on the conversion, redemption or repayment of the Debentures. Accordingly, 
holders of Units may suffer dilution. Refer also to Incentive Option Plan in 7.1. 
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5.  Distributions  

On October 8, 2008 The Fund announced that it would be suspending distributions to Unitholders after the 
October 15, 2008 distribution. The Fund took this defensive action in order to preserve cash in the face of 
unstable capital markets and the prospect that the current economic slowdown could be prolonged and 
widespread.  The suspension of distributions by the Fund will result in the Fund being liable for income taxes 
on its undistributed income. 

From December 31, 2008 the Fund was in default of covenants on its Senior Credit Agreement.  During 2009, 
the Fund entered into a Forbearance Agreement with the senior lender.  During the Forbearance Period the 
Fund is prohibited from making distribution payments to its Unitholders. 

5.1  Summary of Distributions  

 The following table sets forth the monthly distributions per unit paid by the Fund over the past three 
years.  The Fund suspended its payment of monthly distributions subsequent to the payment made 
October 15, 2008. 

2007  
  January ..................................................................................................................................... 0.08333 
  February  .................................................................................................................................. 0.08333 
  March  ....................................................................................................................................... 0.08333 
  April  ......................................................................................................................................... 0.08333 
  May  .......................................................................................................................................... 0.08333 
  June  ......................................................................................................................................... 0.08333 
  July  ........................................................................................................................................... 0.08333 
  August  ..................................................................................................................................... 0.08333 
  September  ............................................................................................................................... 0.08333 
  October  .................................................................................................................................... 0.08333 
  November  ................................................................................................................................ 0.08333 
  December  ................................................................................................................................ 0.05420 
2008  
  January  .................................................................................................................................... 0.05420 
  February  .................................................................................................................................. 0.05420 
  March  ....................................................................................................................................... 0.05420 
  April  ......................................................................................................................................... 0.05420 
  May  .......................................................................................................................................... 0.05420 
  June  ......................................................................................................................................... 0.05420 
  July ............................................................................................................................................ 0.05420 
  August ....................................................................................................................................... 0.05420 
  September ................................................................................................................................. 0.05420 
  October...................................................................................................................................... 0.05420 
  November.................................................................................................................................. 0.00000 
  December .................................................................................................................................. 0.00000 
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5.2 Subordination  

 The Fund receives indirect cash distributions from NPY which, in turn, receives indirect cash distributions 
from the Operating Partnerships (via NPH). Subordination of cash distributions within the structure of the Fund 
occurs at two levels, namely, the Operating Partnership level and the NPY level. 

Subordination of Distributions at the Operating Partnership Level 

 Other than Gusgo, there is no subordination of distributions of cash available for distribution to NPH from 
the Operating Partners. Nor is there subordination of distributions of cash available for distribution to NPY by 
NPH. 

 Pursuant to the limited partnership agreement of Gusgo, distributions to the entrepreneurs are 
subordinated to distributions to NPH until the earlier of: (i) December 31, 2010 and (ii) the end of the quarter 
in respect of which aggregate cumulative distributions to NPH exceed four times the annual priority allocation 
allotted to NPH (the “Operating Level Subordination End Date”). Any remaining cash available for 
distribution is paid proportionately to NPH and the applicable entrepreneurs in accordance with their unit 
holdings in the respective Operating Partnerships. In addition, if, in any month prior to the Operating Level 
Subordination End Date, NPH receives less than the specified priority allocation to which it is entitled, 
distributions of cash available for distribution from the Operating Partnership to the applicable entrepreneurs 
will be suspended until any deficiency is paid to NPH. The subordination provisions will cease to be effective on 
the Operating Level Subordination End Date. 

 The subordination of cash available for distributions that had previously existed to NPH from: (a) Baird 
MacGregor terminated on March 31, 2009, (b)Quantum Murray terminated on January 31, 2009; (c) Armstrong, 
terminated on December 31, 2008; and (d) ESR, Capital C LP, S&E, Gemma and NPC each terminated on 
September 30, 2007. 

Subordination of Distributions at the NPY Level 

 The subordination of distributions of cash available for distribution that had previously existed in respect 
of Class B LP Units and Class C LP Units terminated on September 30, 2007, except for the subordination on the 
B3 series of Class B LP Units (“B3 LP Units”) which was to have terminated on February 29, 2008 but has been 
extended until February 8, 2012 pursuant to the escrow arrangement described below.  The B3 LP Units are 
subject to an escrow arrangement until February 2012 pursuant to which they may be partially or fully 
forfeited in the event S&E does not achieve certain cash distribution targets. 

6.  Consolidated Capitalization of the Fund   

 The following table sets forth the consolidated capitalization of the Fund as at December 31, 2009. 

 Authorized Issued 
As at December 31, 2009 

(000’s) 

Term Debt ..................................................................  —  —  $150,499(1) 

Convertible Debentures ...........................................  —  —  $156,136(2) 

Non-Controlling Interest  .........................................  —  —  — 

Special Voting Units .................................................  Unlimited    — 

Units ...........................................................................  Unlimited  71,631,431    

(1)  The Fund has entered a Forbearance Agreement with its Lenders and has agreed to repay all indebtedness under the Senior Credit 
Agreement by July 21, 2010.  Consequently, amounts outstanding at December 31, 2009 are classified as a current liability. 

(2)  The Fund is also in default on its Debentures and $156,136 has been classified as a current liability as at December 31, 2009. 

6.1  Declaration of Trust  

 The Fund is an unincorporated open-ended limited purpose trust established under the laws of the 
Province of Ontario pursuant to the Declaration of Trust. The Fund qualifies as a “unit trust” and a “mutual 
fund trust” for the purposes of the Tax Act, although the Fund is not a mutual fund under applicable securities 
laws. The following is a summary of the material attributes and characteristics of the Units and certain 
provisions of the Declaration of Trust which does not purport to be complete. Reference is made to the 
Declaration of Trust available at www.sedar.com for a complete description of the Units and the full text of its 
provisions. 
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6.2 Units and Special Voting Units 

 The beneficial interests in the Fund were divided into interests of two classes, described and designated as 
“Units” and “Special Voting Units”, respectively. An unlimited number of Units and Special Voting Units are 
issuable pursuant to the Declaration of Trust. Each Unit is transferable and represents an equal undivided 
beneficial interest in any distributions from the Fund whether of net income, net realized capital gains or other 
amounts, and in the net assets of the Fund in the event of the termination or winding-up of the Fund. The 
Units are not subject to future calls or assessments, and entitle the holder thereof to one vote for each whole 
Unit held at all meetings of Unitholders. Except as set out under the heading “Redemption at the Option of 
Unitholders” below, the Units have no conversion, retraction, redemption or pre-emptive rights.  As at 
December 31, 2009 all Special Voting Units had been exchanged for Units of the Fund. 

 Issued and outstanding Units may be subdivided or consolidated from time to time with the approval of a 
majority of Unitholders, provided that Units may also be consolidated without such approval in the event of 
any non-cash distribution of the Fund, as described below. 

 No certificates are issued for fractional Units and fractional Units do not entitle the holders thereof to 
vote. The Units are not “deposits” within the meaning of the Canada Deposit Insurance Corporation Act 
(Canada) and are not insured under the provisions of such Act or any other legislation. Furthermore, the Fund 
is not a trust company and, accordingly, is not registered under any trust and loan company legislation as it 
does not carry on or intend to carry on the business of a trust company. Holders of Units and Special Voting 
Units have substantially all of the same protections, rights and remedies as a shareholder would have under 
the Canada Business Corporations Act. These protections, rights and remedies are contained in the Declaration 
of Trust. 

Issuance of Units 

The Declaration of Trust provides that Units or rights to acquire Units may be issued at the times, to the 
persons, for the consideration and on the terms and conditions that the Trustees determine, including 
pursuant to any unitholder rights plan, or any incentive option or other compensation plan established by the 
Fund. Units may be issued in satisfaction of any non-cash distribution of the Fund to Unitholders on a pro rata 
basis. The Declaration of Trust provides that immediately after any pro rata distribution of Units to all 
Unitholders in satisfaction of any non-cash distribution, the number of outstanding Units will be consolidated 
such that each Unitholder will hold after the consolidation the same number of Units as the Unitholder held 
before the non-cash distribution (except where tax was required to be withheld in respect of the Unitholder’s 
share of the distribution as described below). In this case, each certificate representing a number of Units prior 
to the non-cash distribution will be deemed to represent the same number of Units after the non-cash 
distribution and the consolidation. Where amounts so distributed represent income, non-resident Unitholders 
will be subject to withholding tax and the consolidation will not result in such non-resident Unitholders 
holding the same number of Units. 

Redemption at the Option of Unitholders 

Units are redeemable at any time on demand by the holders thereof upon delivery to the Fund of a duly 
completed and properly executed notice requesting redemption in a form approved by the Trustees specifying 
the number of Units to be redeemed. As the Units are issued in book entry form, a Unitholder who wishes to 
exercise the redemption right is required to obtain a redemption notice form from the Unitholder’s investment 
dealer, who is required to deliver the completed redemption notice form to the Fund at its head office and to 
CDS. As of the close of business on the date the Units are surrendered for redemption, all rights to and under 
the Units tendered for redemption shall (subject to the following) be surrendered and the holder thereof shall 
be entitled to receive a price per Unit (the “Redemption Price”) equal to the lesser of: 

(a) 90% of the Market Price (as defined below) of the Units on the principal stock exchange on which the 
Units are listed (or, if the Units are not listed on any stock exchange, on the principal market on which the 
Units are quoted for trading) during the period of the last 10 trading days on such stock exchange or 
market ending immediately prior to the date on which the Units were tendered for redemption; and 

(b) the Closing Market Price of the Units on the date on which the Units were tendered for redemption on the 
principal stock exchange on which Units are listed (or, if Units are not listed on any stock exchange, on the 
principal market on which the Units are quoted for trading). 

 For the purposes of determining the Redemption Price, “Market Price” will be the amount equal to the 
weighted average of the trading prices of the Units on the applicable market or exchange for each of the 
trading days on which there was a trade during the specified trading day period; provided that if there was 
trading on the applicable exchange or market for fewer than five of the trading days during the specified 

 
Annual Information Form 2009 51 



trading day period, “Market Price” will be the average of the following prices established for each of the 
trading days during the specified trading day period: the average of the last bid and ask prices for each trading 
day on which there was no trading and the weighted average trading prices of the Units for each trading day 
on which there was trading. For the purposes of determining the Redemption Price, “Closing Market Price” 
will be: (i) an amount equal to the closing price of the Units on the applicable market or exchange if there was 
a trade on the specified date and the applicable market or exchange provides a closing price; (ii) an amount 
equal to the average of the highest and lowest prices of Units on the applicable market or exchange if there 
was trading on the specified date and the applicable market or exchange provides only the highest and lowest 
trading prices of Units traded on a particular day; or (iii) the average of the last bid and ask prices on the 
applicable market or exchange if there was no trading on the specified date. 

The aggregate Redemption Price payable by the Fund in respect of any Units surrendered for redemption 
during any calendar month will be satisfied by way of a cash payment by the Fund no later than the last day of 
the calendar month following the calendar month in which the Units were tendered for redemption, provided 
that the entitlement of the Unitholders to receive cash upon the redemption of their Units is subject to the 
limitations that: 

(a) the total amount payable in cash by the Fund in respect of such Units and all other Units tendered for 
redemption in the same calendar month may not exceed $50,000 (the “Monthly Limit”), provided that the 
Trustees may, in their sole discretion, waive such limitation in respect of all Units tendered for redemption 
in any calendar month; 

(b) at the time such Units are tendered for redemption, the outstanding Units must be listed for trading on a 
stock exchange or traded or quoted on another market that, in the sole discretion of the Trustees, 
provides a representative fair market value price for the Units; and 

(c) the normal trading of Units must not be suspended or halted on any stock exchange on which the Units 
are listed (or, if not listed on a stock exchange, on any market on which the, Units are quoted for trading) 
on the date that the Units are tendered for redemption or for more than five trading days during the ten 
trading day period prior to the date on which the Units are tendered for redemption. 

 If a Unitholder is not entitled to receive cash upon the redemption of Units as a result of the Monthly 
Limit, then the Redemption Price for each Unit tendered for redemption will, subject to any applicable 
regulatory approvals, be paid and satisfied by way of a distribution in specie of the assets of the Fund. If a 
Unitholder is not entitled to receive cash upon the redemption of Units as a result of the other specified 
limitations, then each redeeming Unitholder will be entitled to receive a price per Unit (the “In Specie 
Redemption Price”) equal to the fair market value thereof as determined by the Trustees, which may be 
satisfied by way of a distribution in specie of the assets of the Fund. In each such case, a proportionate amount 
of the CT Units and Series 1 Notes held by the Fund having an aggregate value equal to the Redemption Price 
(or, as applicable, the In Specie Redemption Price) will be redeemed in consideration of the issuance to the 
Fund of Series 2 Notes and Series 3 Notes, respectively. The Series 2 Notes and Series 3 Notes will then be 
distributed to the redeeming Unitholder in full satisfaction of the Redemption Price (or, as applicable, the In 
Specie Redemption Price). Series 2 Notes and Series 3 Notes will be issued only in integral multiples of $100. 
Where the principal amount of Series 2 Notes or Series 3 Notes to be received by a Unitholder includes a 
multiple of less than $100, that number will be rounded to the next lowest integral multiple of $100. The Fund 
will be entitled to all interest paid on the CT Notes and distributions paid on the CT Units on or before the date 
of the distribution in specie. Where the Fund makes a distribution in specie of securities on the redemption of 
Units, the Fund currently intends to allocate to the redeeming Unitholder any capital gain or income realized 
by the Fund as a result of the redemption of the CT Units and Series 1 Notes and the distribution of securities 
to the Unitholder on the redemption of such Units. 

Despite the foregoing, in the event the Fund has granted security on any of its assets (including, if 
applicable, CT Units and CT Notes) then, in the event of in specie distributions, such assets may be distributed 
directly or indirectly (including through another entity) in such manner as is considered appropriate by the 
Trustee so as to preserve such security interest while giving redeeming Unitholders directly or indirectly, the 
pro rata interests to which they are entitled. 

Repurchase of Units 

The Fund is allowed, from time to time, to purchase Units for cancellation in accordance with applicable 
securities laws and the rules prescribed under applicable stock exchange or regulatory policies. Any such 
purchases may constitute an ‘‘issuer bid’’ under applicable Canadian securities laws and must be conducted in 
accordance with the applicable requirements thereof. 
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Limitation on Non-Resident Ownership 

In order for the Fund to maintain its status as a ‘‘mutual fund trust” under the Tax Act, the Fund must not 
be established or maintained primarily for the benefit of non-residents of Canada within the meaning of the 
Tax Act (referred to herein as “Non-Resident Holders”). Accordingly, the Declaration of Trust provides that at 
no time may Non-Resident Holders be the beneficial owners of more than 45% of the Units then outstanding. 
This 45% limitation is applied with respect to the issued and outstanding Units of the Fund on both a non-
diluted basis and a fully diluted basis. The Trustees may require declarations as to the jurisdictions in which 
beneficial owners of Units are resident. If the Trustees become aware that the beneficial owners of at least 
40% of the Units then outstanding are, or may be, Non-Resident Holders, or that such a situation is imminent, 
the Trustees will make a public announcement thereof and thereafter the Trustees will not accept a 
subscription for Units from or issue or register a transfer of such Units to a person unless the person provides a 
declaration that he or she is not a Non-Resident Holder. If, notwithstanding the foregoing, the Trustees 
determine that 45% or more of the Units are held by Non-Resident Holders, the Trustees may send or cause the 
sending of a notice to Non-Resident Holders chosen (to the extent possible) in inverse order to the order of 
acquisition or registration or in such other manner as the Trustees may consider equitable and practicable, 
requiring them to sell their Units or a portion thereof within a specified period of not less than 60 days. If the 
persons receiving such notice have not sold the specified number of Units or provided the Trustees with 
satisfactory evidence that they are not Non-Resident Holders, the Trustees may, on behalf of such persons, sell 
such Units and, in the interim, shall suspend the voting and distribution rights, if any, attached to such Units. 
Upon such sale, the affected holders shall cease to be holders of the Units so sold and their rights shall be 
limited to receiving the net proceeds of such sale. 

Book-Entry Only System 

Registration of interests in and transfers of the Units are made only through a book-based system 
administered by CDS. Units must be purchased, transferred and surrendered for redemption through a 
participant in the CDS depository service (a “CDS Participant”). All rights of Unitholders must be exercised 
through, and all payments or other property to which the Unitholder is entitled will be made or delivered by, 
CDS or the CDS Participant through which the Unitholder holds the Units. Upon a purchase of any Units, the 
Unitholder will receive only a customer confirmation from the registered dealer which is a CDS Participant and 
from or through which the Units are purchased.  

The ability of a beneficial owner of Units to pledge those Units or otherwise take action with respect to 
the Unitholder’s interest in those Units (other than through a CDS Participant) may be limited due to the lack 
of a physical certificate. 

The Fund has the option to terminate registration of the Units through the CDS book-entry only system, in 
which case certificates for the Units in fully registered form would be issued to beneficial owners of those Units 
or their nominees. 

6.3 Exchange Agreement 

Exchange Rights 

 Under the Exchange Agreement, the Fund granted to holders of A2 LP Units the right to require the Fund 
at any time to indirectly exchange each A2 LP Unit for Units of the Fund on a one-for-one basis, subject to 
customary anti-dilution protection and provided that the exchange will not jeopardize the Fund’s status as a 
“mutual fund trust” under the Tax Act. The exchange rights granted by the Fund are referred to herein as the 
“Exchange Rights”.  As at December 31, 2009 all A2 LP Units had been exchanged for Units of the Fund. 

Dilution Rights and Economic Equivalence 

 The Exchange Agreement and the Limited Partnership Agreement provide that if there is a change in the 
number of Units outstanding as a result of a subdivision, consolidation, reclassification, capital reorganization 
or similar change in the Units (other than a consolidation of Units immediately following a distribution of Units 
in lieu of a cash distribution), the exchange ratio of LP Units for Units will be proportionately adjusted. The 
Exchange Agreement also provides that the Fund will not issue or distribute Units to the holders of all or 
substantially all of the then outstanding Units (other than a distribution of Units in lieu of cash distribution), 
issue or distribute rights, options or warrants to the holders of all or substantially all of the then outstanding 
Units or issue or distribute property of the Fund to the holders of all or substantially all of the then 
outstanding Units unless, in each case, the economic equivalent thereof (as determined by the Trustees) is 
issued or distributed simultaneously to the holders of LP Units. 
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Reclassification of Units 

 If, at any time while any LP Unit is outstanding, there is any consolidation, amalgamation, arrangement, 
merger or other form of business combination of the Fund with or into any other entity resulting in a 
reclassification of the outstanding Units, the Exchange Rights will be adjusted in a manner approved by the 
Trustees, acting reasonably, so that holders of LP Units will be entitled to receive, in lieu of the number of 
Units to which they would otherwise have been entitled, the kind and number or amount of securities that 
they would have been entitled to receive as a result of such event if, on the effective date thereof, they had 
been the registered holders of the number of Units which they would have held had they exercised the 
Exchange Rights immediately before the effective date of any such transaction. 

 If any such reclassification of the outstanding Units, change of the Units into other units or securities or 
other capital reorganization of the Fund is the result of any consolidation, amalgamation, arrangement, 
merger or other form of business combination of the Fund with or into any other entity (other than any such 
reclassification, reorganization or transaction initiated or requested by a holder of the LP Units, any person not 
acting at arm’s-length to a holder of LP Units or any associate or affiliate thereof), and such transaction is 
approved by a resolution passed by more than 66�% of the votes cast at a meeting of Unitholders, then 
notwithstanding the terms and conditions of the LP Units, the Exchange Agreement, and any other provision 
of the Declaration of Trust or the Limited Partnership Agreement, the outstanding LP Units will automatically 
become exchangeable for, in lieu of the number of Units which they would otherwise have been exchangeable 
for upon the exercise of the Exchange Rights, the kind and number or amount of securities that the holders of 
such LP Units would have been entitled to receive as a result of such event if, on the effective date thereof, 
they had been the registered holders of the number of Units which they would have received had they 
exercised the Exchange Rights immediately before the effective date of any such transaction. 
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6.4 Debentures 

 The Fund has not made interest payments on its Debentures since December 2008, and is prohibited from 
doing so under the terms of the Forbearance Agreement with the Lenders.  Management of the Fund is in 
discussions with principal holders of the Debentures with a view to restructuring this debt. Interest accrued at 
December 31, 2009 was $11,936. 

Series 2005 Debentures 

 On December 12, 2005, the Fund issued $85,000,000 aggregate principal amount of subordinated 
unsecured convertible debentures maturing December 31, 2010 (the “Series 2005 Debentures”) pursuant to a 
Trust Indenture dated December 12, 2005 (the “Trust Indenture”). The Series 2005 Debentures bear interest at 
a rate of 7.50% per annum payable semi-annually in arrears on June 30 and December 31 of each year and are 
listed for trading on the TSX under the symbol NPF.DB. 

 The Trust Indenture provides that the Series 2005 Debentures are convertible, at the option of the holder 
at any time prior to maturity, into a maximum of 8,947,369 Units based on a conversion price of $9.50 per Unit. 
The Series 2005 Debentures are redeemable by the Fund after December 31, 2008 and on or prior to December 
31, 2009 at a price equal to their principal amount plus accrued and unpaid interest, provided that the volume-
weighted average trading price of the Units of the Fund for the 20 consecutive trading days ending five 
trading days prior to the date on which the notice of redemption is given is at least 125% of the conversion 
price. The Series 2005 Debentures are redeemable by the Fund after December 31, 2009 and on or prior to the 
maturity date at a price equal to their principal amount plus accrued and unpaid interest. In addition, subject 
to regulatory approval, the Fund may satisfy its obligation to repay the principal amount of the Series 2005 
Debentures on maturity or redemption by issuing the number of Units obtained by dividing $1,000 by 95% of 
the volume-weighted average trading price of the Units on the TSX for the 20 consecutive trading days ending 
five trading days preceding the date fixed for redemption or the maturity date, as applicable. 

Series 2007 Debentures 

 On July 12, 2007, the Fund issued $79,966,000 aggregate principal amount of subordinated unsecured 
convertible debentures maturing December 31, 2012 (the “Series 2007 Debentures”) pursuant to a First 
Supplemental Indenture to the Trust Indenture dated July 12, 2007 (the “First Supplemental Indenture”).  The 
Series 2007 Debentures bear interest at a rate of 7.00% per annum payable semi-annually in arrears on June 30 
and December 31 of each year and are listed for trading on the TSX under the symbol NPF.DB.A. 

 The First Supplemental Indenture provides that the Series 2007 Debentures are convertible, at the option 
of the holder at any time prior to maturity, into a maximum of 12,500,000 Units based on a conversion price of 
$6.90 per Unit.  The Series 2007 Debentures are redeemable by the Fund after December 31, 2010 and on or 
prior to December 31, 2011 at a price equal to their principal amount plus accrued and unpaid interest, 
provided that the volume-weighted average trading price of the Units of the Fund for the 20 consecutive 
trading days ending five trading days prior to the date on which the notice of redemption is given is at least 
125% of the conversion price. The Series 2007 Debentures are redeemable by the Fund after December 31, 
2011 and on or prior to the maturity date at a price equal to their principal amount plus accrued and unpaid 
interest. In addition, subject to regulatory approval, the Fund may satisfy its obligation to repay the principal 
amount of the Series 2007 Debentures on maturity or redemption by issuing the number of Units obtained by 
dividing $1,000 by 95% of the volume-weighted average trading price of the Units on TSX for the 20 
consecutive trading days ending five trading days preceding the date fixed for redemption or the maturity 
date, as applicable. 
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7.  Market for Securities 

7.1   Newport Partners Income Fund Units 

 The Units are listed for trading on the TSX under the symbol “NPF.UN”. 

Trading Price and Volume   

 The following table sets out the high and low trading prices, closing prices and trading volumes of the 
Units for the period from January 1, 2009 to December 31, 2009. 

 Price Data   

2009 High 
 

Low 
 

Close 
 Monthly 

Volume 
January 
 

$0.59  $0.31  $0.40 
 

904,745 

February 
 

$0.41  $0.22  $0.27 
 

841,137 

March 
 $0.38  $0.22  $0.28 

 
1,248,614 

April 
 

$0.39  $0.26  $0.31 
 

542,061 

May 
 $0.34  $0.22  $0.24 

 
1,070,004 

June 
 

$0.26  $0.18  $0.20 
 

 1,541,103 

July 
 $0.24  $0.18  $0.22 

 
788,930 

August 
 

$0.37  $0.18  $0.27 
 

814,820 

September 
 $0.35  $0.19  $0.20 

 
2,728,850 

October 
 

$0.26  $0.17  $0.25 
 

2,036,707 

November 
 $0.31  $0.23  $0.27 

 
1,182,513 

December 
 

$0.33  $0.22  $0.32 
 

2,168,705 

Normal Course Issuer Bid  

On January 20, 2009, the Fund announced that it had received approval from the TSX to purchase for 
cancellation, through the facilities of the TSX, up to 2,327,194 Units.  The normal course issuer bid came into 
effect on January 23, 2009 and terminated on January 22, 2010.  The Fund did not buy back and cancel any 
Units under this normal course issuer bid. 

Incentive Option Plan 

The Unitholders of the Fund approved an Incentive Option Plan (the "Plan") on November 30, 2009.  
Pursuant to the Plan 7,100,590 units of the Fund have been listed and reserved for issuance upon the exercise 
of the stock options granted.  On January 13, 2010, 7,000,000 options were granted to employees and directors 
at an exercise price of $0.403 per unit with options vesting in 2010 through to 2013 

 

7.2  Newport Partners Income Fund Debentures  

 The Fund has two issues of Debentures outstanding, both of which are listed for trading on the TSX.  The 
Series 2005 Debentures were issued in December 2005, trade under the under the symbol “NPF.DB” and began 
trading on April 13, 2006.  The Series 2007 Debentures were issued in July 2007, trade under the symbol 
“NPF.DB.A” and began trading on July 12, 2007. 

 The Fund has not made interest payments on its Debentures since December 2008, and is prohibited from 
doing so under the terms of the Forbearance Agreement with the Lenders.  Management of the Fund is in 
discussions with principal holders of the Debentures with a view to restructuring this debt. 
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Trading Price and Volume 

 The following table sets out the high and low trading prices, closing prices and trading volumes of the 
Series 2005 Debentures for the period from January 1, 2009 to December 31, 2009. 
 
 Price Data   

2009 High 
 

Low 
 

Close 
 Monthly 

Volume 
January  $39.00  $30.00  $32.00  75,540 
February $35.00  $30.00  $31.50  24,733 
March $35.00  $25.50  $32.00  7,040 
April $35.01  $20.00  $35.00  42,584 
May $40.00  $28.50  $28.50  27,580 
June $30.05  $12.50  $15.00  46,800 
July $23.00  $15.00  $20.00  6,710 
August $25.00  $16.00  $25.00  15,260 
September $36.01  $28.00  $36.01  9,310 
October $38.00  $34.00  $35.00  20,030 
November $45.00  $32.50  $39.50  28,320 
December $43.00  $37.00  $41.00  14,240 

 The following table sets out the high and low trading prices, closing prices and trading volumes of the 
Series 2007 Debentures for the period from January 1, 2009 to December 31, 2009. 

 Price Data   

2009 High 
 

Low 
 

Close 
 Monthly 

Volume 
January $39.00  $29.00  $29.00  55,020 
February $35.00  $25.00  $28.50  14,760 
March $36.00  $25.00  $28.00  8,700 
April $35.00  $25.00  $35.00  4,250 
May $39.90  $29.00  $29.00  23,750 
June $30.00  $8.500  $15.00  37,410 
July $25.99  $10.06  $19.00  18,440 
August  $25.00  $15.05  $22.00  9,690 
September  $36.00  $24.00  $34.00  20,090 
October  $39.00  $30.01  $35.00  14,490 
November  $40.00  $33.00  $39.50  17,510 
December $42.00  $36.00  $42.00  23,690 
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8.  Trustees and Officers  

8.1 Trustees 

 The Trustees are to supervise the activities and manage the affairs of the Fund. The Trustees of the Fund 
are John K. Bell, K. Michael Edwards, Richard W. Ivey, Gerry Smith, Brian V. Tobin and David A. Williams. Under 
the Declaration of Trust, all of the Trustees are required at all times to be “independent” within the meaning 
of Multilateral Instrument 52-110 – Audit Committees. 

 The names, municipalities of residence and principal occupation of the Trustees are set out in the table 
below: 

Name and 
Municipality of 
Residence 

Position with 
the Fund 

Date First Became 
a Trustee 

Principal Occupation 

 
John K. Bell 
Cambridge, Ontario 
 

 
Trustee 

 
August 8, 2005 

 
Chairman and Chief Executive Officer, The 
Onbelay Investment Corporation 
 

K. Michael Edwards 
Toronto, Ontario 

Trustee August 8, 2005 Chairman and Chief Executive Officer, 
FieldWorker Products Limited 
 

Richard W. Ivey 
Toronto, Ontario 
 

Trustee August 8, 2005 Chairman, Ivest Properties Limited 
 

Gerry Smith 
Orillia, Ontario 
 

Trustee August 8, 2005 President, Huronia Investments Inc. 
 

The Honourable Brian V. 
Tobin 
Manotick, Ontario 

Trustee November 30, 2009 Senior Business Advisor, Fraser Milner 
Casgrain LLP 
 

 
David A. Williams 
Toronto, Ontario 

 
Trustee 

 
August 8, 2005 

 
President, Roxborough Holdings Limited 

    

The following is a brief profile of the Trustees of the Fund:  

John K. Bell. Mr. Bell is Chief Executive Officer of Onbelay Investment Corporation, a private equity 
company with investments in technology, telematics and automotive. Previously he was owner and Chief 
Executive Officer of Polymer Technologies Inc., a North American automotive parts manufacturer. Prior to that, 
he was the founder and owner of Shred Tech Limited, a world leader in recycling technology and equipment. 
He is Chairman of BSM Wireless Inc., a director of ATS Automation Tooling Systems Inc., Strongco Income Fund 
and the Royal Canadian Mint. Mr. Bell is past Chair of Cambridge Memorial Hospital, Waterloo Regional Police 
and the Waterloo Region Prosperity Council. Mr. Bell is a graduate of the University of Western Ontario, School 
of Business and a Fellow of the Institute of Chartered Accountants of Ontario. 

K. Michael Edwards. Mr. Edwards became the Chairman and Chief Executive Officer of FieldWorker Products 
Limited, a mobile data solutions development company after retiring from the position of President and Chief 
Executive Officer of RT Investment Management Holdings Inc., a money manager, in February 2002. Mr. 
Edwards has a long history in the investment business, having held senior positions within RBC Financial Group 
and Richardson Greenshields prior to its acquisition by RBC, Gardiner Watson/Dean Witter, and McLeod Young 
Weir. Mr. Edwards served as a member of the Executive Committee of the Investment Dealers Association, was 
the Chairman of the Joint Industry Committee on Pension Reform, was a director and member of the Executive 
Committee of the Mutual Fund Dealers Association, and was a member of the Dey Commission on Corporate 
Governance. He became a member of the Board of Governors of the TSX in 1985, and has served as both the 
Vice Chairman and Chairman. Mr. Edwards is also an active community member, having held the position of 
Director of the Children's Aid Society Foundation of Metropolitan Toronto, Governor of the Banff Centre, and 
Director of the Stratford Festival Foundation. Mr. Edwards is currently a director of the Mount Pleasant Group, 
a director of Fundserve, Energy Split Corp Inc. and Energy Split Corp II Inc. He is also a member and past-Chair 
of the Business Advisory Council of the University of Alberta, and a founding director and Chairman of the 
Invest in Kids Corporation and Foundation. Mr. Edwards holds a Bachelor of Commerce degree from the 
University of Alberta 
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 Richard W. Ivey. Mr. Ivey is Chairman of Ivest Properties Limited, a real estate development and 
management company. For many years he was an executive in the packaging and logistics industries. Prior to 
this, Mr. Ivey practiced law at Torys LLP until 1982. Mr. Ivey serves as a member of the board of directors of 
Canada Colors and Chemicals Limited, and is a past-director of several companies across a variety of industries. 
His charitable and community involvement is extensive. Mr. Ivey currently holds the positions of Chairman of 
the Canadian Institute for Advanced Research, secretary and treasurer of the Ivey Foundation, Vice Chairman 
of the board of trustees of University Health Network, member of the Advisory Board of the Richard Ivey 
School of Business, member of the board of directors of the Toronto Community Foundation and Pearson 
College of the Pacific Foundation, and member of the Advisory Board of Social Capital Partners. Mr. Ivey holds 
a degree in Business Administration from the University of Western Ontario, and a Law degree from the 
University of Toronto 

Gerry Smith. Mr. Smith is owner and President of Huronia Investments Inc., a private investment 
holding company. He is also an owner and executive with Point To Point Communications Limited and Sitecom 
Services Limited, both companies involved in the supply of wireless communication products and services and 
the development of wireless broadband solutions. Previously, Mr. Smith was an owner and executive of 
Seeburn Metal Products Limited, an automotive parts manufacturing company. His past board experience 
includes positions with Huronia Trust, Merchant Private Trust, and Connor Clark Limited. Mr. Smith holds a 
Bachelor of Commerce degree and an M.B.A. from McMaster University and is a chartered accountant. 

 The Hon. Brian V. Tobin, P.C., ICD.D,   Mr. Tobin served as the Federal Minister of Industry from October 
2000 to January 2002. Previously he served as the Premier of Newfoundland and Labrador from 1996 to 2000 
and won two consecutive majority governments in provincial elections held in February 1996 and February 
1999. Mr. Tobin served as a Member of Parliament from 1980 to 1996 and served as Minister of Fisheries and 
Oceans in the federal cabinet from 1993 to 1996. Mr. Tobin is currently senior business advisor with Fraser 
Milner Casgrain LLP in Toronto and executive chairman of Consolidated Thompson Iron Mines Limited. Mr. 
Tobin serves on a number of public and private company boards. In addition, Mr. Tobin is a strategic advisor to 
a number of Canadian corporations. 

David A. Williams. Mr. Williams has served as President of his investment company, Roxborough 
Holdings Limited, since 1995. From 1969 to 1994, he held senior management positions with Beutel Goodman 
Company, one of Canada's largest institutional money managers. He also has extensive board experience. He is 
a director of Radiant Energy Services, Western Copper, Atlantis Systems Corp., Resin Systems Inc. and RoaDor 
Industries Ltd. Mr. Williams is a director of Bishop's University Foundation and is involved with a number of 
community related projects. Mr. Williams holds a Bachelors degree in Business from Bishop's University, and an 
M.B.A. from Queen's University. 

 The term of office for each of the Trustees will expire at the time of the next annual meeting of 
Unitholders of the Fund. 

 As at January 29, 2010, the Trustees of the Fund as a group beneficially owned, or controlled or directed, 
directly or indirectly, 2,039,276 Units, representing approximately 2.83% of the fully diluted outstanding Units. 

8.2 Committees 

 The Trustees have appointed an Audit Committee consisting of John Bell (Chairman), and the remaining 
Trustees all of whom are independent and financially literate within the meaning of Multilateral Instrument 
52-110 – Audit Committees. The Audit Committee is responsible for the oversight and supervision of: (i) the 
accounting and financial reporting practices and procedures of the Fund; (ii) the adequacy of the internal 
accounting controls and procedures of the Fund; and (iii) the quality and integrity of the financial statements 
of the Fund.  In addition, the Audit Committee is responsible for the appointment, compensation, retention 
and oversight of the external auditor, as well as the pre-approval of all non-audit services to be provided by 
the external auditor, and for directing the auditor’s examination into specific areas of the business of the Fund. 
The Audit Committee has a written charter (attached as Appendix A) and has established procedures to deal 
with complaints regarding accounting, internal accounting controls or auditing matters and to deal with 
confidential, anonymous submissions by employees of concerns regarding questionable accounting or auditing 
matters. 

 The Compensation and Corporate Governance Committee is composed of Michael Edwards (Chairman), 
and the remaining Trustees, each of whom is independent, within the meaning of multilateral instrument 52-
110 - Audit Committees. Each member of the Compensation and Corporate Governance Committee will serve 
only at the pleasure of the board of directors of GP Trustee and, in any event, only so long as he or she shall be 
an independent director. The Compensation and Corporate Governance Committee has the responsibility to 
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review and monitor the corporate governance practices and senior officer compensation of the Fund. While 
corporate governance and compensation ultimately remains the responsibility of the board of trustees, the 
Committee shall review and monitor the corporate governance practices and compensation of GP Trustee and 
NPY. The Compensation and Corporate Governance Committee will primarily fulfill its responsibilities by 
carrying out the activities outlined in its charter. The Compensation and Corporate Governance Committee is 
given full access to management and records, and as necessary to carry out these responsibilities. 

8.3 Trustees and Directors of Related Entities 

 The sole trustee of the Commercial Trust is Newport Partners Trustee Inc. (“CT Trustee”), a corporation 
incorporated under the laws of the Province of Ontario and a wholly-owned subsidiary of the Fund. The 
directors of CT Trustee are the six Trustees of the Fund.   

 The general partner of NPY is GP Trust, an unincorporated open-ended trust established under the laws of 
the Province of Ontario. The sole trustee of the GP Trust is GP Trustee, a corporation incorporated under the 
laws of the Province of Ontario and a wholly-owned subsidiary of the Commercial Trust. 

 The board of directors of GP Trustee are the six Trustees of the Fund and the following individuals:  

 Aubrey W. Baillie.  Mr. Baillie is executive chairman of the Fund and one of the founders of NP LP, with 
over 35 years experience in the investment industry. He retired in 1999 as deputy chairman and chief operating 
officer of Nesbitt Burns Inc., having joined a predecessor firm in 1977. Aubrey Baillie is a member of the board 
of directors of each of Ausnoram Holdings Ltd. and Welton Energy Corporation.  He is a past chair of the Board 
of Trustees of the United Way of Greater Toronto, chair of the Board of the Juvenile Diabetes Research 
Foundation, Canada, Appleby College Foundation and a member of the Wellspring board of directors. Mr. 
Baillie holds a degree in Business Administration from the University of Western Ontario, and is a chartered 
accountant. 

 Douglas C. Brown.  Mr. Brown is one of the founders of NP LP with more than 20 years experience advising 
individuals and families on wealth management. Mr. Brown was called to the Law Society of Upper Canada in 
1985 and began practicing law at the firm Fasken & Calvin (now Fasken Martineau DuMoulin LLP). In 1994, he 
left his law practice to join Merchant Private Trust Company where he was managing director from 1996 to 
1998. In 1998, Mr. Brown was appointed President of Merchant Private Trust Company and in 1999 the firm, re-
named Connor Clark Private Trust, was acquired by Royal Bank of Canada and renamed RBC Private Counsel, 
where Mr. Brown was appointed Vice-Chairman. Mr. Brown sits on the board of directors of various private 
companies and charitable foundations. Mr. Brown received an Honours Bachelor of Arts from the University of 
Toronto, and a Bachelor of Laws from the University of Windsor. 

 Mark A. Kinney.  Mr. Kinney is one of the founders of NP LP with 20 years experience in the financial 
industry. Prior to joining Newport Partners, he was a vice president at RBC Private Counsel. From 1992 to 1999, 
he was a principal with Merchant Private Trust Company and Connor Clark Private Trust, which was acquired 
by the Royal Bank of Canada in 1999. He started his career in the investment industry at Canada Trust in 1989. 
Mr. Kinney is Chair of NP LP’s Investment Committee. Mr. Kinney is the treasurer and a director of The Yellow 
Bus Foundation. He received an Honours Bachelor of Arts (Economics) from York University, and MBA (Finance) 
from McMaster University and is a CFA charterholder. He is also a current member of the Toronto Society of 
Financial Analysts, and is a member of the Association for Investment Management and Research. 

 David T. Lloyd.  Mr. Lloyd is one of the founders of NP LP and has over 25 years of wealth management 
advisory experience. Prior to forming NP LP, he was a vice president at RBC Private Counsel, having co-founded 
its predecessor firm, Merchant Private Trust Company in 1991. From 1986 to 1991, Mr. Lloyd was a partner at 
one of Canada’s first fee-for-service financial planning firms. He joined Clarkson Gordon in 1980 and began 
specializing in personal tax and financial planning in 1983. Mr. Lloyd has written articles that have been 
published in a variety of financial journals, including the Canadian Institute and the Insight Conference on 
Investment Strategy, and he has appeared on various business television programs.  Mr. Lloyd has a Bachelor of 
Arts (Economics) from the University of Western Ontario and is a chartered accountant. 

 Dean MacDonald.  Mr. MacDonald is President and Chief Executive Officer of the Fund.  He has a long and 
successful career as an operating executive and entrepreneur. His operating experience includes serving as the 
Chief Operating Officer of Rogers Cable and as the Chief Executive Officer of Persona Communications, a TSX-
listed cable and internet services company. Mr. MacDonald worked with a syndicate of investment partners to 
turn around Persona’s operations and subsequently sold the business at a significant premium to its purchase 
price in 2007. Mr. MacDonald has also served as chairman of the Newfoundland and Labrador Energy 
Corporation which manages the province’s oil and gas assets.  He has management and investment experience 
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in a number of industries including advertising, marketing and communications. In 2007, Mr. MacDonald was 
selected as CEO of the Year by Birch Hill Capital Partners. 

  

8.4 Officers of GP Trustee 

 The following table sets out, for each of the executive officers of GP Trustee, the person’s name, 
municipality of residence and position with GP Trustee. 

 
Name and Municipality of Residence 

 
Position with GP Trustee 

Aubrey W. Baillie ...............................................................
Toronto, Ontario 

Executive Chairman 

 
Dean T. MacDonald ...........................................................
St. John’s, Newfoundland 

 
President and Chief Executive Officer 

 
Paul C. Hatcher ..................................................................
St. John’s, Newfoundland 

 
Chief Operating Officer 

 
Keith Halbert .....................................................................
Oakville, Ontario 

 
Chief Financial Officer 

 
Charles P. Hutchings ..........................................................
St. John’s, Newfoundland 

 
Vice President 

 
Adrian T. Montgomery......................................................
Toronto, Ontario 

 
Vice President 

 
Kelly A. Baird .....................................................................
Toronto, Ontario 

 
Corporate Secretary 

 
Sandra Knifton...................................................................
Toronto, Ontario 

 
Director of  Finance 

  
 
 

8.5 Corporate Cease Trade Orders, Bankruptcies, Penalties or Sanctions 

 David A. Williams was a director of Krystal Bond Inc. from April 1996 to April 2002. Krystal Bond Inc. was 
subject to a cease trade order issued by the Ontario Securities Commission on April 12, 2002. Mr. Williams was 
a director of Octagon Industries Inc. (“Octagon”) from November 1993 to present. Octagon was subject to 
cease trade orders issued by the British Columbia Securities Commission on May 29, 2001 (revoked on August 
28, 2001) and on June 24, 2004, and by the Alberta Securities Commission on June 8, 2004, for failure to file its 
required financial statements. Octagon was delisted from the NEX (a separate exchange of the TSX Venture 
Exchange) for default of paying its listing fees for the third quarter of 2004. On August 12, 2001, Octagon’s 
trustee sent a proposal to unsecured creditors of Octagon, pursuant to the Bankruptcy and Insolvency Act 
(Canada), which was approved by a majority of the unsecured creditors at the general meeting of the creditors 
held on August 25, 2001. 

 Aubrey Baillie became a director of The NRG Group Inc. in March 2000. The NRG Group Inc. was suspended 
from trading on the TSX for failure to meet the minimum market capitalization listing requirements. The NRG 
Group Inc. was subject to cease trade orders issued by the Ontario, British Columbia, Alberta and Manitoba 
Securities Commissions for failure to file its audited financial statements for the year ended December 31, 2002 
and for the three month period ended March 31, 2003. The financial statements were subsequently filed on 
SEDAR on August 7, 2003 and August 18, 2003, respectively, and the cease trade orders were revoked. On July 
23, 2003, NRG was voluntarily delisted from the TSX. In August 2003, the shareholders of The NRG Group Inc. 
approved the acquisition of Welton Energy Corporation, a private Alberta-based oil and natural gas company, 
by The NRG Group Inc. 
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9.  Legal Proceedings  

  A statement of claim has been filed in the court of Queens Bench Alberta alleging breach of contract and 
negligence.  NPH signed a letter of intent with a third party to acquire several businesses.  The transaction was 
not completed.  The claim is for $630 relating to third party costs relating to the transaction and $38,600 in 
damages.  A statement of defence has been filed.  Management is of the opinion that this claim is without 
merit. 

 A statement of claim has been filed by the controlling shareholder of the minority unitholder of a 
subsidiary business and their related companies for an amount $4,000 plus interest and costs relating to the 
acquisition of a company.  In addition, damages of a further $900 are being claimed by the plaintiff who 
alleges that the subsidiary business is the rightful owner of this company.  Management is assessing this claim 
but its current view is that the claim is without merit. 

 A statement of claim has been filed by a minority unitholder of a subsidiary business for damages of 
$10,000 alleging that the subsidiary business has breached its fiduciary obligations to the unitholder group.  
Management feels that the claim is without merit, and intends to vigorously defend itself. 

 A statement of claim has been filed by a former senior employee of a subsidiary business alleging 
wrongful dismissal.  The claim is for an amount of $700 along with such damages as may be proven at trial.  
Management feels that the claim is without merit and has filed a counter claim of $2,300 including damages. 

 A statement of claim has been filed by a former employee of the Fund alleging breach of contract, 
wrongful dismissal, defamation, and intentional interference with economic relations. The claim is for an 
amount of $6,500.  Management feels the claim is without merit, and will vigorously defend itself. 

 

10.  Interest of Management and Others in Material Transactions  

 The following table summarizes management and trustee holdings as at February 28, 2010.                               

 Newport 
Partners Income 

Fund Total Owned 
Total Issued and 

Outstanding 
Percentage 

Owned 
Management 6,666,641 6,666,641 71,951,476 9.27% 

Trustees 2,039,276 2,039,276 71,951,476  2.83% 
 

Employee loans made to employees of the Fund and its subsidiaries were outstanding in the amount of $2.3 
million (2008 – $4.1 million).  In accordance with the terms and conditions of the loans, the loans are interest 
bearing and used to fund the purchase of units of the Fund or to refinance such purchases and are secured by 
a pledge of the units. 

 Mr. Svetkoff, indirectly through Bedford Holdco Inc., a company owned by Mr. Svetkoff, was provided 
with a loan in December 2008 in the amount of $643 to refinance his third party loan obtained to purchase 
Fund Units. The loan bears interest at prime, is payable quarterly in arrears, and is secured by a pledge of Fund 
Units, a general security agreement and a personal guarantee of Mr. Svetkoff and his spouse. Mr. Svetkoff 
exercises control and direction over the Fund Units owned by Bedford Holdco Inc. Mr. Svetkoff ceased to be an 
employee of the Newport Group effective August 24, 2009.  Mr. Svetkoff's loan became due and payable on 
August 24, 2009 when he left the employ of Newport Group; the loan is also in default for non-payment of 
interest. The Fund is currently pursuing recovery of principal and interest 

 Mr. Holmberg, indirectly through AMI Canada Corporation, a company owned by Mr. Holmberg, was 
provided with a loan in the amount of $250 to purchase Fund Units in June 2006. The loan bears interest at 
prime, is payable quarterly, and is secured by a pledge of the Fund Units purchased and a general security 
agreement. Mr. Holmberg exercises control and direction over the Fund Units owned by AMI Canada 
Corporation. Mr. Holmberg ceased to be an employee of the Fund effective March 6, 2009. Mr. Holmberg's 
loan became due and payable on March 6, 2009 when he left the employ of Newport Group; the loan is also in 
default for non-payment of interest. The Fund is currently pursuing recovery of principal and interest.  

11.  Transfer Agent and Registrar  

 CIBC Mellon Trust Company, 320 Bay Street P.O. Box 1, Adelaide Street Postal Station, Toronto, Ontario, 
M5H 4A6, is the transfer agent and registrar for the Units. 
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12.  Material Contracts 

 In connection with the initial public offering of the Fund, the Fund entered into a number of material 
contracts, which are referred to in the Fund’s prospectus dated July 28, 2005 under the heading “Material 
Contracts”.  A copy of the prospectus of the Fund and the material contracts described therein are available at 
www.sedar.com. 

 The Fund has entered into the following additional material contracts during its most recently completed 
financial year: 

(i) Forbearance Agreement dated July 21, 2009; and 

(ii) Management Information Circular dated October 29, 2009 

(iii) First Amendment to Forbearance Agreement dated November 25, 2009. 

(iv) Second Amendment to Forbearance Agreement dated February 18, 2010. 

Copies of these documents are available on SEDAR at www.sedar.com. 

13.  Interest of Experts 

 The Fund’s independent external auditors are Ernst & Young LLP, 222 Bay Street, P.O. Box 251, Toronto, 
Ontario  M5K 1J7.  Ernst & Young LLP has audited the consolidated financial statements of the Fund for the 
year ended December 31, 2009, and has issued an audit report to the Fund with respect to such financial 
statements. 

 Ernst & Young LLP is independent of the Fund in accordance with the requirements of the Ontario 
Institute of Chartered Accountants. 

14.  Additional Information 

 Additional information relating to the Fund may be found on SEDAR at www.sedar.com. Additional 
information, including trustees’, directors’ and officers’ remuneration and indebtedness and principal holders 
of the Fund’s securities is contained in the Fund’s information circular prepared in connection with the Fund’s 
Annual and Special Meeting of Unitholders. 

 Additional information is provided in the Fund’s financial statements and Management’s Discussion & 
Analysis for the financial year ended December 31, 2009. 
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Appendix A 

AUDIT COMMITTEE INFORMATION 

1.  Audit Committee Charter 

 See Schedule 1 attached hereto. 

2.  Composition of the Audit Committee 

 The Audit Committee of the Fund is currently comprised of all of the trustees of the Fund and John Bell is 
the current Chairman, all of whom are independent and financially literate within the meaning of Multilateral 
Instrument 52-110— Audit Committees. 

3.  Relevant Education and Experience  

 Mr. Bell, who is the Chair of the Audit Committee, is the President of the Onbelay Group of Companies, a 
private equity company. He is also Chairman of BSM Wireless Inc., a director of ATS Automation Tooling 
Systems Inc., and Chairman of Cambridge Memorial Hospital.  Mr. Bell is a chartered accountant and holds a 
degree in Business Administration from the University of Western Ontario.  

 Mr. Williams is President of Roxborough Holdings Limited, an investment company. He is also a director of 
Western Copper Corporation, Calvalley Petroleum Inc., Atlantis Systems Corp., Resin Systems Inc. and RoaDor 
Industries Ltd. Prior to this, he held senior management positions with Beutel Goodman Company, one of 
Canada’s largest institutional money managers.  Mr. Williams holds a bachelor’s degree in Business from 
Bishop’s University and an M.B.A. from Queen’s University. 

 Mr. Edwards is the Chairman and Chief Executive Officer of FieldWorker Products Limited, a mobile data 
solutions company.  He is also a director of the Mount Pleasant Group, Fundserve, Energy Split Corp. Inc. and 
Energy Split Corp II Inc.  Mr. Edwards holds a Bachelor of Commerce degree from the University of Alberta. 

 Mr. Ivey is chairman of Ivest Properties Limited, a real estate development and management company.  He 
also serves as a member of the board of directors of Canada Colors and Chemicals Limited and holds the 
positions of chairman of the Canadian Institute for Advanced Research, secretary and treasurer of the Ivey 
Foundation and is a member of various other advisory boards.  Mr. Ivey holds a degree in Business 
Administration from the University of Western Ontario and a Law degree from the University of Toronto. 

 Mr. Smith is owner and president of Huronia Investments Inc., a private investment holding company and 
is also the owner and an executive with Point To Point Communications Limited and Sitecom Services limited, 
both companies involved in telecommunications.  Mr. Smith holds a Bachelor of Commerce degree and an 
M.B.A. from McMaster University and is a Chartered Accountant. 

 Mr. Tobin is currently senior business advisor with Fraser Milner Casgrain LLP in Toronto and executive 
chairman of Consolidated Thompson Iron Mines Limited. Mr. Tobin serves on a number of public and private 
company boards. In addition, Mr. Tobin is a strategic advisor to a number of Canadian corporations. 

4. External Auditor Service Fees 

Audit Fees 

 Ernst & Young LLP, the Fund’s external auditor, auditor of NPY, and auditor of certain operating 
partnerships, charged $1,462,315 for audit services and review procedures relating to the quarterly reports of 
the Fund in 2009.  In 2008, KPMG LLP, the Fund’s external auditor at that time, charged $1,720,292 for its 
services. 

 Other auditors charged the operating partnerships $170,000 for 2009 ($185,500 for 2008). 

Audit-Related Fees 

 Ernst & Young LLP, the Fund’s external auditor, charged the Fund and NPH $65,200 for audit related 
services in the 2009 year. The audit-related services provided related to financing and divestiture assistance.   In 
2008, KPMG LLP charged $ 321,123 for audit related services.      

 Other auditors charged the Fund and NPY $6,000 for 2009 ($nil for 2008). 

 
64 Newport Partners Income Fund 



Tax Fees 

 Ernst & Young LLP, the Fund’s external auditor, the auditor of NPY, and the auditor of certain Operating 
Partnerships, charged the Fund $1,800 for tax services in the 2009 fiscal period. In 2008, KPMG LLP charged 
$9,908 for services which included advice with respect to compliance reporting.  

 Other auditors charged $67,180 for tax services in the 2009 fiscal period relating to tax compliance 
reporting ($nil in 2008). 
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Schedule I 

AUDIT COMMITTEE CHARTER 

Purpose 

 The primary function of the Audit Committee is to assist the Board of Trustees ("Board") in fulfilling its 
oversight responsibilities by reviewing the financial information that will be provided to unitholders and 
others, the systems of internal controls that management and the Board have established, and the Fund’s and 
its subsidiaries' audit and financial reporting process. 

 The external auditor’s ultimate responsibility is to the Board and the Audit Committee, as representatives 
of the Fund and its unitholders. 

 The Audit Committee will primarily fulfill its responsibilities by carrying out the activities outlined in this 
Charter.  The Committee is given full access to the Fund’s management and records and its external auditors as 
necessary to carry out these responsibilities. 

 The Audit Committee has the authority to engage independent counsel and other advisors as may be 
necessary, and to set and pay their compensation. 

Composition and Qualification 

 The Audit Committee will be comprised of all of the trustees, each of whom will be an independent 
trustee, as contemplated by the Guidelines published by the Ontario Securities Commission. 

 Each member of the Audit Committee will serve only at the pleasure of the Board and, in any event, only 
so long as he or she shall be an independent trustee.  The Board may fill vacancies in the Audit Committee by 
appointment, and if and whenever a vacancy shall exist in the Audit Committee, the remaining members may 
exercise all of its powers so long as a quorum remains in office. 

 All members of the Committee shall be financially literate and thus be able to read and understand a set 
of financial statements that have a level of complexity of accounting that is comparable to that of the Fund's 
financial statements.  At least 1 member of the Committee will have accounting or related financial expertise. 
This could include past employment experience in finance or accounting, requisite professional certification in 
accounting, or any other comparable experience or background which results in the individual’s financial 
sophistication, including been or having been a chief executive officer, chief financial officer or other senior 
officer of an entity with financial oversight responsibilities. 

Responsibilities and Duties 

To fulfill its responsibilities and duties, the Audit Committee shall: 

a) meet at least four times per year and review and recommend to the Board for approval: 

� the audited financial statements of the Fund and the management discussion and analysis contained 
therein; 

� all financial information in any annual reports, prospectuses and other offering memoranda of the 
Fund; 

� interim and year end financial statements of the Fund required by regulatory authorities; 

� press releases relating to interim and year end financial results of the Fund; 

� recommendations of the auditors for strengthening internal controls to ensure that processes are in 
place to mitigate or eliminate risks associated with financial reporting and cash management for the 
Fund as well as the response of management to these recommendations; 

� ensure adequate procedures are in place for the review of the Fund’s public disclosure of financial 
information extracted or derived from the Fund’s financial statements, other than the disclosure 
referred to above, and periodically assess the adequacy of these procedures. 

b) review with management all significant variances between comparative reporting periods in any financial 
statements of the Fund, including variances in forecasted financial information from actual results which 
may have been included in any public documents of the Fund; 
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c) meet periodically with the external auditors and at least once a year meet in confidence with the external 
auditors and report to the Board on such meetings including the nature of the external auditor’s 
recommendations and assume direct responsibility for overseeing the work of the external auditors; 

d) make recommendations to the Board as to the reappointment or appointment of the auditors and the 
nomination and remuneration of the auditors on an annual basis.  If a change in auditors is proposed, the 
Audit Committee will inquire as to the reasons for the change, including the response of the incumbent 
auditors and inquire as to the qualifications of the newly proposed auditors before making its 
recommendation to the Board; 

e) review the audit plans of the auditors and report to the Board any significant reservations the Audit 
Committee may have or the auditors have expressed with respect to such arrangements or scope.  Review 
with the auditors the degree of coordination of those plans and inquire as to the extent the planned audit 
scope can be relied upon to detect weaknesses in internal controls; 

f) review management programs and policies regarding the adequacy of internal controls over the 
accounting and financial reporting systems within the Fund.  Meet with appropriate officers of the Fund to 
discuss the effectiveness of the internal control and information security procedures established for the 
Fund.  Receive reports relating to the control environment in connection with the trading activities of the 
Fund; 

g) receive reports relating to compliance by the Fund with the legal and regulatory obligations applicable to 
it; 

h) review management plans regarding any changes in accounting practices or policies and the financial 
impact thereof and review any major areas of management judgement and estimates that have significant 
effect upon the financial statements of the Fund; 

i) review with management, the auditors and, if necessary, with legal counsel, any litigation, claim or other 
contingency, including tax assessments, that could have a materially adverse effect upon the financial 
position or operating result of the Fund, and the manner in which these matters have been disclosed in 
the financial statements of the Fund; 

j) review and pre-approve any non-audit related services provided by the external auditors of the Fund and 
the fees related thereto.  Review and confirm the independence of the external auditors by obtaining 
statements from such auditors on relationships between the auditors and the Fund, including non-audit 
services, and discussing the relationships with the auditors; 

k) review the basis and amount of the external auditor’s fees in light of the number and nature of reports 
issued by the auditors, the quality of the internal controls, the size, complexity and financial condition of 
the Fund and the extent of support provided to the auditors and to review all other non-audit fees of the 
auditors and other accounting firms; 

l) report annually to the unitholders, describing the Audit Committee’s composition, responsibilities and how 
they were discharged, and any other information required; 

m) perform other activities related to this charter as requested by the Board; 

n) establish procedures for (i) the receipt, retention and treatment of complaints received by the Fund 
regarding accounting, internal accounting controls, or auditing matters; and (ii) the confidential, 
anonymous submission by employees of the Fund of concerns regarding questionable accounting or 
auditing matters, including a violation of the Code of Ethics; 

o) review and assess the adequacy of the Audit Committee Charter annually, requesting Board approval for 
proposed changes; 

p) review and approve the Fund’s hiring policies regarding partners, employees and former partners and 
employees of the present and former external auditors; 

q) confirm to the Board annually that all responsibilities outlined in this Charter have been carried out; and 

r) evaluate the Audit Committee’s and individual members’ performance on a regular basis. 
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Meetings 

 The Audit Committee will meet on a quarterly basis and will hold special meetings if circumstances require.  
The time of the meetings shall be determined by the Committee.  The Committee may engage external 
advisors as it determines necessary and will set the compensation for such advisors.  A quorum for the 
transaction of business of the Audit Committee shall consist of two members of the Committee. 

 The time and place for meetings of the Audit Committee and procedures at such meetings shall be 
determined from time to time by the Audit Committee.  The Secretary of the Fund shall, upon request of the 
Audit Committee Chairman, any member of the Audit Committee, the external auditors, the Chief Executive 
Officer or Chief Financial Officer of the Fund, call a meeting of the Audit Committee by letter, telephone, fax, 
telegram or other communication equipment, by giving at least 48 hours notice, provided that no notice of a 
meeting shall be necessary if all of the members are present either in person or by means of conference 
telephone or if those absent have waived notice or otherwise signified their consent to the holding of such 
meeting. 

 Any member of the Audit Committee may participate in the meeting of the Committee by means of 
conference telephone or other communication equipment and the member participating in a meeting 
pursuant to this paragraph shall be deemed, for purposes hereof, to be present in person at the meeting. 

 The Audit Committee shall keep minutes of its meetings which shall be submitted to the Board. 

 One of the members of the Audit Committee shall be elected as its Chairman by the Audit Committee or 
the Board and the Committee may, from time to time, appoint any person who need not be a member, to act 
as a secretary at any meeting. 

 The Audit Committee may invite such officers and employees of the Fund and the external auditors of the 
Fund as it may see fit, from time to time, to attend meetings of the Audit Committee. 

 The Board may at any time amend or rescind any of the provisions hereof or cancel them entirely with or 
without substitution. 
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Appendix B 

GLOSSARY OF TERMS 

In this Annual Information Form, unless otherwise defined in the AIF, the following terms shall 
have the meanings set forth below, unless the context otherwise requires: 

“A1 LP Units” and “A2 LP Units” mean, respectively, the Class A LP Units of NPY designated as Series 1 and 
Series 2; 

“AIF” means the Annual Information Form of the Fund dated March 30, 2010 in respect of the Fund’s financial 
year ended December 31, 2009; 

“Armstrong” means Armstrong Partnership LP, a limited partnership formed under the laws of the Province 
of Ontario; 

“Asset Management Operating Partnership” means collectively NP LP, Morrison Williams and Brompton; 

“B3 LP Units” means the Class B LP Units of NPY designated as Series 3; 

“BMI” means Baird MacGregor Insurance Brokers LP, a limited partnership formed under the laws of the 
Province of Ontario; 

“Brompton” means Brompton Corp., a corporation incorporated under the laws of the Province of Ontario; 

“Brompton Funds” means the public and private investment funds currently managed by Brompton; 

“Capital C” means Capital C Communications LP, a limited partnership formed under the laws of Ontario; 

“Class A1 LP Units” means the Class A limited partnership units of NPY and includes the A1 LP Units and the 
A2 LP Units; 

“Class B LP Units” means the Class B limited partnership units of NPY and includes the B1 LP Units, the B2 LP 
Units, the B3 LP Units and the B4 LP Units; 

“Class C LP Units” means the Class C limited partnership units of NPY; 

“Commercial Trust” “CT” means Newport Partners Commercial Trust, an unincorporated open-ended limited 
purpose trust established under the laws of Ontario in accordance with the CT Declaration of Trust; 

“CRA” means Canada Revenue Agency; 

“CT Declaration of Trust” means the declaration of trust of Commercial Trust dated June 21, 2005, as 
amended and restated on August 8, 2005 and as further amended on March 21, 2007, as the same may be 
amended, supplemented or amended and restated from time to time; 

“CT Trustee” means Newport Partners Trustee Inc., a corporation incorporated under the laws of the Province 
of Ontario; 

“CT Notes” means the Notes designated as Series 1 and issued to the Fund in accordance with the Note 
Indenture; 

“CT Units” means the units of the Commercial Trust, each of which represents an equal undivided interest in 
the Commercial Trust and any distributions from the Commercial Trust, and includes a fraction of such a unit of 
the Commercial Trust; 

“Debentures” means collectively the Series 2005 Debentures and the Series 2007 Debentures; 

“Declaration of Trust” means the declaration of trust dated May 13, 2005, as amended and restated on June 
22, 2005 and August 8, 2005, and as further amended on March 21, 2007, as the same may be amended, 
supplemented or amended and restated from time to time; 

 “ESR” means Elliott Special Risks LP, a limited partnership formed under the laws of the Province of Ontario; 

“Exchange Agreement” means the Exchange Agreement entered into among the Fund, the Commercial 
Trust, NPY, the General Partner and others providing for, among other things, the Exchange Rights; 

“Exchange Rights” means the right of a holder of LP Units to exchange one LP Unit for one Unit of the Fund 
by delivery of such LP Unit in exchange for a Unit; 

“Exchangeable Securities” means any securities that are exchangeable, directly or indirectly, for Units; 
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“EZEE” means EZEE ATM LP, a limited partnership formed under the laws of the Province of Ontario; 

“First Supplemental Indenture” means the first supplemental indenture to the Trust Indenture, dated July 
12, 2007 pursuant to which the Series 2007 Debentures were issued; 

“Fund” means Newport Partners Income Fund, an unincorporated open-ended limited purpose trust 
established under the laws of the Province of Ontario; 

 “GAAP” means, at any time, Canadian generally accepted accounting principles, including those set out in the 
Handbook of the Canadian Institute of Chartered Accountants, applied on a consistent basis; 

“Gemma” means Gemma Communications LP, a limited partnership formed under the laws of the Province of 
Ontario; 

“GP Trust” means NPY GP Trust, an unincorporated open-ended limited purpose trust established under the 
laws of the Province of Ontario, the general partner of NPY and NPH; 

“GP Trustee” means Newport Partners GP Inc., a corporation incorporated under the laws of the Province of 
Ontario; 

“Gusgo” means Gusgo Transport LP, a limited partnership formed under the laws of the Province of Ontario; 

“Hargraft” means Hargraft Schofield LP, a limited partnership formed under the laws of the Province of 
Ontario; 

“IC Group” means IC Group LP, a limited partnership formed under the laws of the Province of Ontario; 

“Limited Partnership Agreement” or “LP Agreement” means the Second Amended and Restated Limited 
Partnership Agreement dated August 8, 2005 in respect of NPY, as the same may be amended, supplemented 
or amended and restated from time to time; 

“LP Unit” means a limited partnership unit of NPY and “LP Units” means collectively all limited partnership 
units of NPY of every class and series including, without limitation, the Class A LP Units, the Class B LP Units and 
the Class C LP Units; 

“Morrison Williams” means Morrison Williams Investment Management LP, a limited partnership formed 
under the laws of the Province of Ontario; 

 “Newport Partners” means business carried on through NP LP and its subsidiaries.  

“Newport Partners Principals” means, collectively, the people who manage NPY; 

“NICI” means Newport Investment Counsel Inc., a corporation incorporated under the laws of the Province of 
Ontario; 

“Non-Resident Holders” means a non-resident within the meaning of the Tax Act; 

“Note Indenture” means the indenture to be made between the Commercial Trust and the Note Trustee 
providing for the issuance of the Notes; 

“Note Trustee” means CIBC Mellon Trust Company; 

“Notes” means the notes issuable from time to time under the Note Indenture; 

“NPC” means NPC Integrity Energy Services Limited Partnership, a limited partnership formed under the laws 
of the Province of Alberta.  NPC is licensed to carry on business as “Golosky Energy Services”; 

“NPH” means Newport Partners Holdings LP, a limited partnership established under the laws of the Province 
of Ontario;  

“NP LP” means Newport Partners LP, a limited partnership formed under the laws of the Province of Ontario; 

“NPY” means Newport Private Yield LP; 

”Operating Expenses” means, in the case of determining the allocation of income and the distribution of 
cash of Morrison Williams, the expenses of Morrison Williams (other than the commissions deducted from gross 
revenues); 

“Operating Level Subordination End Date” means the end of the quarter in respect of which aggregate 
cumulative distributions to NPH exceed 2 times the yearly priority allocation allotted to NPH (4 times in the 
case of Gusgo), as adjusted for future acquisitions and changes in capital structure; 
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“Operating Partnership” means a limited partnership which carries on a business in which NPY has invested 
or will invest, directly or indirectly, and includes subsidiary partnerships and corporations of that limited 
partnership; 

“Peerless” means Peerless Garments LP, a limited partnership formed under the laws of the Province of 
Ontario; 

“Quantum Murray” means Quantum Murray LP, a limited partnership formed under the laws of the Province 
of Ontario; 

“Redemption Price” means the price per Unit a Unitholder is entitled to receive on redemption; 

“Rlogistics” means RLogistics LP, a limited partnership formed under the laws of the Province of Ontario; 

“S&E” means Sports and Entertainment Limited Partnership, a limited partnership formed under the laws of 
the Province of Ontario; 

“Senior Credit Agreement” means the secured credit agreement entered into on December 7, 2006 with an 
affiliate of Fortress Credit Corp.; 

“Series 2005 Debentures” means the $85,000,000 aggregate principal amount of subordinated unsecured 
convertible debentures due December 31, 2010 issued pursuant to the Trust Indenture; 

“Series 2007 Debentures” means the $79,966,000 aggregate principal amount of subordinated unsecured 
convertible debentures due December 31, 2012 issued pursuant to the First Supplemental Indenture; 

“SIFT Rules” the amendments to the Tax Act enacted on June 22, 2007 that modify the federal income tax 
treatment of certain publicly traded trusts and partnerships that are specified investment flow-through trusts 
or partnerships, and as further described in “Risks - Proposed Changes to the Income Tax Rules Applicable to 
Publicly Traded Trusts and Partnerships”  

“Special Voting Units” means the special voting units of the Fund, each of which represents only a right to 
vote with respect to the Fund and does not entitle the holder to any distributions from the Fund; 

“Tax Act” means the Income Tax Act (Canada); 

“Titan” means Titan Supply LP, a limited partnership formed under the laws of the Province of Alberta; 

“Trust Indenture” means the Trust Indenture dated December 12, 2005; 

“TSX” means the Toronto Stock Exchange; 

“Unitholders” means collectively the holders of Units and Special Voting Units; and 

“Units” means the units of the Fund, each of which represents an equal undivided interest in the Fund and 
any distributions from the Fund, and includes a fraction of such a unit of the Fund. 


