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The first Couche-lard ;ul{uisilion 21 years ago was 11 corner stores in.
Quebec City, just like :hj one pictured on the cover. Today's Couclig
Tard store, such as the ane here, is a multi-service convenience centre

aimed ar making life casiTr for millions of customers every day.
i

|




and bigger.

$10 billion

1n revenues (US$)

i
f 37,000

motivated staff members

5,000

stores within the network

3

powerful brands

tovere1ora || WAl »

1

goal: fulfill our growth potential



+ Increase of 26.4% in revenues since last year
- Increase of 26.4% in net earnings
» Implementation of IMPACT program at 446 stores
- Increase of 151 corporate stores
|
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Financial Highlights

(in mrllions of US dollars, except per share amounts}

A modern Mac’s convenience store in Barrie, Onrario.

20060 2005 2004@ 2003% 20029 2001@
$ $ $ S $ §
Consolidated Results
Revenues 10,1573 | 8,036.8 4,395.3 21529 1,526.6 1,090.0
EBITDA® 438.6 3431 174.2 100.2 76.3 58.5
Net earmings 196.2 155.2 56.1 40.6 294 15.0
Cash flows® 3243 2583 106.9 76.4 59.5 383
Per Share
Nei Earnings
Besic 097 0.77 0.3 0.24 0.19 0.10
Di uted 0.94 0.75 0.30 0.23 0.19 0.09
Cash flows 1.61 1.28 0.60 0.45 0.39 0.26
Book value 4.78 3.63 21 1.74 1.40 0.94
Financial Position
Total assets 2,369.2 1,995.7 1,650.8 739.7 4995 3585
Property and equipment 1,014.1 812.0 663.3 2985 195.7 1314
Interest-bearing debt 5241 5309 536.8 204.6 115.7 96.6
Shareholders” equity 966.0 733.2 535.0 2939 2313 1397
Ratios
interest-bearing net debt/
total capitalization 0171 (.28:1 0.42:1 0.37:1 0.31:1 0.40:1
interest-bearing net debt/
EBITDA® 0.44:1 0.81:1 2.20:1 1.71: 1.32:1 1.54:1

(1) 53 weeks.
(2) Restated.

(3) EBITDA (Eamnings Before Interest, Tax, Depreciation and Amortization) is presented for information purposes only and represents a performance measure
used especially in financial circles. It does not have a standardized meaning prescribed by Canadian GAAP and therefore may not ba comparable to simitar
measures presented by other public companies.

{4) Thase cash flows and cash flows per share are presented for information purposes only and represent performance measures used especially in financial cir-
cies. They represent cash flows fram net earnings, plus depreciation and amortization, write-off of financing costs, loss on disposal of assets and future income

taxes. They do not have a standardized meaning prescribed by Canadian GAAP and therefore may not be comparable
to similar measures presented by other public companies.
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Revenues EBITDA"® Net Earnings®
{millions of USS) (millions of US5) {millions of US$
except per share amounts)
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(2) EBITDA {Earnings Before interest, Tax, Depreciation and Amortization) is presented for nformation purposes only and represents a performance measure used

especially in financial circles. 11 does not have a standardized meaning prescribed by Canadian GAAP and therefore may not be comparable to similar measures

presented by other public companies.

(3) These cash flows and cash flows per share are presented for infermation purposes only and represent performance measures used especially in financial circles.

They represent cash flows from net earnings, plus depreciation and amortization, write-off of financing costs, loss on disposal of assets and fulure income taxes.
They do not have a standardized meaning prescribed by Canadian GAAF and therefore: may not be comparable to similar measures presented by other public

companies,
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Over 62% of the Couche-Tard network locations offer fuel service, a major traffic builder, as at this modern Circle K store in Leesburg, Florida.

Stock Performance

Couche-Tard's strong stock performance has outpaced the
TSX irdex and consistently delivered outstanding shareholder value.
Over the past fiscal year the stock appreciated 51% and the
averaje return over five years is 37%.

Appreciation RETURN ON INVESTMENT
;“102“3' 2006 1000 7 B ATD.A Class A Multiple Voting Shares
O ATD.B Class B Subordinate Voting Shares
Average retumn O S&P/TSX (Composite Index)
over five years 800
37% »
8
D 6007
[
[
S
=]
S 4007
()]
U
200 7
T T T 1
O April 01 April 02 April 03 April 04 April 05 April 06
RETURN ON INVESTMENT APRILOT  APRILOZ APRILO3  APRILO4  APRILOS  APRIL DS
ATD.A Class A Multiple Voting Shares §10000 §28276 $19310 $33710  $53103  § 74897
ATD.B Class B Subordinate Voting Shares $10000 §$251.91  $20828 $33057 553385  $ 81561
SEP/TSX (Composite Index) $10000  § 97327 % 8485  $11478  $12631 S 16770

NOTE: Taking into account Class A and Class 8 share splits {uly 2001, 2002 and March 2005).
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GREAT

Fiscal 2006:was the most successful year yet in our 25-year
history and brought Couche-Tard to a new level of maturity
and capability. Its value is not just in the year’s accomplishments
but in our excellent positioning for the future.

6 / Alimentation Couche-Tard
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Alain Beuchard, Chairman of the Board, President and Chief Executive Officer




This year’s Annual Report

presents a closer look at

our strategy and identifies
our strengths for moving forward.

A year ago, | wiote that we could claim to have success-
fully integrated the Circle K network. The mood then was one of
accomplishment. Twelve months later, as both our strategies and
execution perform to, and often exceed, high expectations, we are
developing a greater sense of just how open-ended our future can
be. And the mood is one of excitement!

As we move through the second 25 years of our journey we have,
i believe, arrived at a new maturity as an enterprise.

The numbers being generated continue to set a record pace that
now stretches back 12 years. At the end of the latest fiscal year,
our five-year Compound Annual Growth Rate for revenues stood
at 56% and for net earnings 67%. We remain the most profitable
publicly held convenience store operator in North America not
integrated with a petroleum company.

Circle K store and its brand Boca Café blend
tastefully into this local scene in FishHawk, Florida.

Alimentation Couche-Tard / 7




Flavours for
top-selling frozen
drink Sloche, which
appeals to a young

crowd, include -

Tropical Cheddar
and Winchire
Wacheur.

|
QOur netwaork continues to grow and ‘we have added 633 stores since  On its own, this is an inspiring picture. Taken in context with
the big Circle X acquisition of December 2003 to complete the year  the Company’s strong and consistent performance over an extended
at 5,097, including binding agreeménts. period, it is also a key inflection point. | see it as an important
transition into a high-return North American business model with
We continue to build our financial myscle, with shareholders’ equity sustainable and internally financed organic and acquisition growth.
now close to one billion dollars US.
Three times, Couche-Tard has doubled its size by acquisition. Fach
Although history shows us that two-thirds of merger and acquisition  time means a bigger bite and a tougher challenge. When the third
strategies actually diminish shareholder value, we are an established  opportunity - Circie K - meant integrating and managing 1,663 corpo-
member of that other third. Qur ‘growth model has rate stores in one go, people questioned aur ability to
demonstrated robust and sustainable value creation: our Three times, realize the promised efficiencies and unlock the value
share price has appreciaied 114% in; the past two years Couche-Tard has thal we were seeking.
and average return over the past five years is 37%.
Market capitalization since 2003 has more than tripled
to Cdns5 billion.

doubled its size _
After carefully analyzing two complete years of data

with improved tools, we are fully satisfied not just
with this integration, but with the effectiveness of our
| The Board of Directors approved a policy for a quarter- bus ness model on this much grander scale. This was

: fy dividend of (dn$0.025 per share,| effective since the a tough test of our benchmarking processes, our supply
| second quarter. Qur ¢ash flow makes it appropriate to and distribution logistics and our highty decentratized
|
|
|

by acquisition.
Each time means
a bigger bite and a
tougher chatlenge.

share some of the benefits of our growth with shareholders. The addi-  supervisory structure. By any business performance measurement,
tion of a dividend also qualifies us for investment by a wider range | am delighted to report that we passed with flying colours.
of investors. Couche-fard consistently outperforms the industry overall. This has

8 / Alimentation Couche-Tard
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convincingly demonstrated the power and scalability of the highly
decentralized, consumer-centred structure that is uniquely ours. But,
as tha fine print always says, past achievement is no guarantee of
future performance. The intent, therefore, of this year's Annual
Repoit is to present a closer look at the main elements of our
strategy and identify our strengths for moving forward.

First, as they say, you have to fish where the fish are. Where is the
industry going? Will it continue to remain a source of strong growth?

Only a decade aqo, it was fashionable to say that convenience
stores were a thing of the past. Today, the industry is undergoing
a growth spurt and is teeming with opportunity. In 2004, North
American c-store sales grew over 16%, for the second year

in a row - significantly faster than any other major retail channel.
Total store count increased almost 6%.

A priority task for us is to build the

customers loyalty to our brands and
to further differentiate our stores in

every region.

Upgrades under the IMPACT
teno program include smart coffee bars like
this one featured in a Couche-Tard store.

3 IR e
-TQ‘T‘TT“&1%I"1 -4

THE INDUSTRY IS NOT ONLY
EXPANDING, BUT EVOLVING

We can no longer assume 3 pricing premium for conven-
ience. Contemporary society is developing in a lime-constrained
environment where convenience has become a service staple.

Big supermarkets, drugstores and mass merchandisers now play

the convenience game with products available sometimes 24 hours
a day. Giant retailers in other sectors become our competitors with
their gas fill-up service and mini-marts in 3 bid to build store traffic.

This does not stress our operating modet. In fact, it leads to more
opportunity. Convenience stores are one of the most fragmented
of industry sectors with small independents, heavily reliant on
motor fuel sales, representing 60% of the market. facing more
competition and the added threal of continuing high gasoline
pricing, many smaller chains and family owners will consider
selling as an option. In the segment of most interest 1o us,

that of chains between 10 and 100 outlets, there are no fewer
than 21,000 stores.

Alimentation Couche-Tard / 9




Making <hopping easy
and pleasant can mean
having enough space for

a baby stzoller, even a jeep!

{onvenience stores are a volume-drliven business that depends ® Our financial stiength increases each year and growth expecta-
for profitabitity on economies of scale and store-level execution. tions remain high, both for internal growth and for further

This tends to result in standardizatioln, but even with a winning acquisitions. We are continually reviewing quality opportunities
network model, 3 cookie-cutter approach has a built-in ceiling. and we can afford to be selective.

A convenience store is 2 neighbourhood store and neighbourhoods
change. Tastes and product preferences differ s you move acioss = Qur brands continue to build valuable equity. During the past

the continent, meaning that a hierarchical structure that standardizes year, we complated the rebranding of all our corporate assets in
inventories and merchandise display can only be optimal in the United States to the Circle K brand, which has a powerful
one fegion. consumer association. So we now have Couche-Tard in Eastern
{anada, Mac’s through Central and Western Canada and Circle K

By contrast, the Couche-Tard model Is boundaryless. We research threughout the U.S. A priority task for us is to build the
and analyze the market for each individual store and then respond customer’s loyalty to these brands and to further differentiate
to those local needs and preferencels. We do this by pushing out our stores in every region. We will be the destination where
the decision-making, investing in the latest technology, continually consumers will find ambience, quick and friendly service,
upgrading our premises and hiring and retaining truly outstanding proprietary products and a quick and nutritious breakfast or lunch.
people.

o Most important of all is giving our people the oppartunity to
The result, we feel, is unlimited potential for giowth, for the grow and excel. No industry is more driven by the people in
development of our brands and for gur people. All three are vital the front lines than convenience stores. There are no big corpo-
comnponents in our ongoing value creation and you will read more rale contracts hare; the year’s revenue is made one customer
about them in this year's report. at a time. And suecess comes from efficiency, friendliness, an

instinctive desir2 to serve and help, innovation, and the kind
of will to succeed that is seen in the mirror every moming.

10 / Alimentation Couche-Tard




energy drinks

are sold in

Couche-Tard,
Mac’s and
Circle K stores.

New hit

1

OF SANTE NAT
L HEALTH PROF

\ 250 mi ¢

Peaple are without question the most important element and the generator. As with our people, this configuration - which we have
greatest strength of our network. They are the first thing we look been refining over several years and which we will introduce

for in an acquisition oppoitunity; the quality people at
Couche-Tard are hugely rzsponsible for the stunning
success since the acquisition of Circle K. 1 am proud that
our beliefs, values and haid work are creating the best
team in retailing.

There are two activities in particular which | enjoy. The
first is being out in the stores, feeling the pulse of the
Company, meeting the truly outstanding people wha are
managing these stores and serving our customers with
{lair and imagination. 1 spend almost half of my time on
the ad, as do other members of the executive group.

throughout the entire network - is proving itself a
winner in all of our eight markets.

We are here to

serve the store In terms of both people and facilities, | feel that this

UEIEN LR vear our company found a new sense of self. | view

CORCRUEI T it 55 the most important year to date in our 25-year

by meeting them history. After convincingly mastering our toughest

at their place of organizational challenge ever - the integration

work and getting of Circle K - we find ourselves at a new level
AR  of capability and confidence, primed and ready to
sustain our powerful growth.

Qur corporate leadership philosophy is that we are here to serve 0On behalf of all my colleagues, | wish to thank our shareholders
the s"ore managers and we can do that best by meeting them at their  for their continured support, our Board of Directors for their wise

place of work and getting to know their issues.

and considered counsel - notably josée Goulet, who is leaving after
six years of precious collaboration - our business partners and our

The second is seeing first-hand the railout of our IMPACT store managers and employees throughout the network.
program, which is new to the industry and a powerful business

Alain Bouchard

Chairman of the Board,
Prasident and Chief Executive Officer

Alimentation Couche-Tard / 11
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The checkour counter in this Ajax, Ontario |

Macds store doesn’s wase an inch of display space.

- Unlimited I
{UMAN POTENTIAL
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THE COMPANY BUILDS ON
THE STRENGTH OF PEOPLE

He gets to tell a lot of people. A feature of the Company’s
operating methodology is the time spent by senior manage-

I
ment in the ield. In F'06, the Chief Executive and Chief

The two most impartant peaple in Couche-Tard’s busi- Operating Officers each spent almost 50% of their time visiting |

ness face each other every day. On one side of the counter is stores. Two North American Division managers, each responsi-
the customer; on the other,{the store manager or employee. ble for four divisions spend by far the greatest amount of their |
f time on the road. |

“Convenience store retailinig is @ people business,” says CEQ

Alain Bouchard. “1 tell our people the only person more |
important than them is the customer.” l
I
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Froster hits the same
audience for Mac’s
as Sloche does

for !Coucbe— 1ard.

The Company’s eight business units! each maintain a “school”
or training facility for its corporate stores. Every store manager
in the system undergoes in-school training for 7-10 days.

This s followed up with reqular shorter courses on technofogy,

aspects of management or topical ﬁssues.

Employee input and training is built into the IMPACT
store conversion progiam which will ultimately
upgrade every corporate store in;the network (read
mose on page 26). Before the conv:ersion, the manager
and staff are fully consulted on the planned changes
and their input is sought. Staif follow in-depth training
in customer service and needs.

14 / Alimentation Couche-Tard l
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The value that Couche-Tard places in its human assets became
a touch point in the Circle K acquisition. Senior management insisted

on personally visiting 25% of the outlets being acquired - some

400 stores - even though it would mean re-drawing deadlines

and threatened to scuttle the deal.

The performance
of the stores

is way
above average.

“It turned out that the performance of the stores was
way above average and the people were outstanding”,
says Réal Plourde, Chief Operating Officer. “But we
were prepared to end the talks if we were not able
to do that evaluation. The people closest to the
customer are absolutely key in this business.”



S RS 2w W e e =

—— T s s .

Ernsloyees in the Couche-Tard network

are ichooled and trained to advance through
th: organization, The Company is rewarded
with above-average loyalty.

Twao years later, the great majority of former Circle K employees
are «t Il in place and many have moved to more senior positions.

Couche-Tard outperforms the industry average in many forms

of measurement. A key area in which we are the industry leader
is erployee turnover - a reflection of both hiring effectiveness
and good employee relaticns.

“| think a lot of our success is due to empowering people,” says
Plouée. “Each store manager is considered an owner of that store
and iz or she makes many decisions on their own without having
to atk some superior. They really appreciate that, and the results
back up the method.”

Both hiring effectiveness
aﬂd Cmplﬂy‘:c I'Clations
are key factors in
Couche-Tard'’s success,

Alimentation Couche-Tard / 15
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energy drink exclusive to Couche-Tard stores.

BRAND POTENTIAL

PUTTING A FACE ON
CONVENIENCE

Customer loyalty changes the game from convenience
store to destination of choice. The Company is rapidly
building three consistent brands in the marketplace.

Once upon a time, it didn't matter whose name was
over the doorway. It was the convenience store on the cormer
where you went when you ran out of basics. Because there
was little or no barrier t entry, convenience stores have

16 / Alimentation Couche-Tard

become thz most proliferated form of retailing in North
America - approximately 140,000 stores, more than thiee
times the number of grocery stores.

But times change. As we live in an increasingly time-
constrained world, every consumer wants convenience and
every vendor wants to provide it. Companies across the retail
spectrum ¢fe adding on services frequently outside of their
core business - such as gasoline bars, ATMs and food service
counters - 35 3 means of attracting the customer by simplifying
his or her day. The resut is rapidly rising competitive pressure
which promipts Couche-Tard to innovate more and more.



The pyrivat of big, branded competitors might seem a serious threal
to a] donvenience store operator. Unless he was already building his
owr} brand.

“1 viant people to qo to a Couche-Tard, a Mac’s or a Circle K,”
sayqd (EQ Alain Bouchard. "Not just to a convenience store. | am
a bip|believer in evolution and | think we are at a stage where
conjymers will support a store that responds to their needs.”

The[ fompany is set on making the customer experience so
distiptive, so pleasant and rewarding, that the store becomes a
desfination of choice, not only of convenience.
(apfwing the customers loyalty means building
and| kifferentiating each of the Company’s three
meqd-brands - creating an. identity that the consumer
emfdthizes with ang trusts,

For |Qouche-Tard, this relationship building is well
docymented. In Arizona, where the Circle K brand
has{lteen around for 50 years, customer ioyally is
extrpordinarily high.

“Every research survey we do will show some cus-
tompls staried shopping with Circle K when they were
kids]"| says Brian Mannasch, Senior Vice-President,
Wegtarn North America. “And they are slill shopping with us now -

we'yg been able 10 grow with them and meet their expeciations as
they gge.”

2]

Thege are alse indications that consumers in the Arizona markels
willlmake purchases ai multiple Circle K siores in the course of the
day] They stop for gas and a coffee on the way 1o work, grab a
sandyich al lunchiime and 1hen stop on the way home 1o pick up
sometthing they need for dinner.

{redi[ng loyally doesn’t have to lake 50 years but it does require
knoping the customer’s expectations and then being able to meel
thef| consistently. Couche-Tard is already a leader in this field

The Company
is set on making
the customer
experience so
distinctive, so
pleasant and
rewarding, that
the stare becomes
a destination
of choice.

through a sysiem of benchmarking that shares best practices
throughout the store network. It is also amang the early leaders in
deploying new technology for gathering and analyzing customer data.

In F06, the Company completed the instaflation of point-oi-sale
scanning equipment in every store, daia that greatly enhances
purchasing, inventory turns and profit margins. With the addition
of Business Intelligence software, product mix can be optimized,
buying intentions identified and displays modified, if necessary
by the hour, to capitalize on time-of-day purchasing patterns.

Customers are also drawn by specific producis and
brands. The Company uses in-store branding strate-
gies, including proprietary and national brands, to
differentiate its offerings, especially fresh food, from
olher convenience siores, build customes foyalty and
promote return shopping.

It markets its own brand in frozen drinks, sandwiches,
freshly brewed coffee, milk, gasoline and financial
sefvices among a total of over 25 privale or licensed
brands. These include La Maiscnnée fresh sandwiches
and breakfast selections; sunshine Joe coffee; Sloche,
Froster, Thirst Buster and The Frozen Zone brands of
beverages; new Energie and Joker energy drinks;
Lawson's Milk; ATMs, long distance calling cards and gift cards.

The Company also continues to build on existing partnerships with
national coffee brand names such as Van Houtte, Millstone and
Seatile’s Best Coffees,

Couche-Tard has branded and proprietary Quick Service Restaurants
in almost 300 stores. Branded partners include Subway, Ounkin’
Donuts, Blimpie, M&aM, Noble Roman’s and Quiznos.

Alimentation Couche-Tard / 17




The Company’s long-term objective is to increase services and
proprietary food offerings within the corporare stares.

ROWTH POTENTIAL

BUSINESS WITHOUT Couche-Tard’s objective is to be the largest and maost
BOUNDARIES profitable convenience store operator in North America. In nine

major deals to date, it has laid down a strong track record in

The outlook is excellent/for further growth. We have the acquisition and integration of competitor stores and chains.

the strongest balance sl'lleet in the industry, probably
the best operating model and conditions are fertile
for small and medium sized acquisitions.

Acquisition is responsible for the major part of Couche-Tard's
expansion. The last major deal, the December 2003 purchase of
the Circle K network, bolted on another 2,290 corparate and
affiliated stores and vaulted it into the industry top tier in North
America: third in total stores, second among independent

18 / Alimentation Couche-Tard I
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Distinctive décor, smadr displays and plenty of
reftigerated space for beverages tark the new store
concept here in Vuu..hln Ontariv,

“Qur financial model has been the sami\e since the start -
conservative,” says Fortin, “We don't play the leverage game,
seldom go above 50% debt, and do nof take on a project unless
we are confident of a 25% return on capitat.”

The Company has a record of acquiring jpssels at very attractive
prices. it will monetize acquired properl}es rapidly to reimburse
lenders and put cash where it prefers 16 see it - in operating
improvements. Promptly following the ¢ifcle K signing, it entered
into a sale-leaseback of 322 properties for neasly 055253 million.
Altogether, US$329 million was reimbursed to the banks within the
first six months.

Couche-Tard's net debt to total capitalization at the end of F'06
was at an all-time low of 17%, giving it the capacity to fund a
US$1.5 billion acquisitien without resorling 10 equity. That could
be the next 2,000 U.S. stores.

AMimentation Couche-fard / 19




Slogan reflects Circle K’s i

focus on convenience. |

o
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The Company's 11ore managers master technologies for selling gas, groceries,
fresh food, pre-paid phene cards and financial services such as cheque cashing.

“(onditions are excellent for further growth,” maintains Fortin. merchandising and in-store layouts to meet regional or local taste -
“We have the strongest balance sheet in the industry and probably  fundamental to the convenience store business.

the most successful operating model, and conditions
are fertile for small and medium-sized acquisitions.”
The most important characteristic of Couche-Tard's
growth philosophy is the scalability of its business
model. At one end of a very ‘llat, decentralized
business structure, stores successtIIy adapt to meet
localized customer preferences. At the other end, net-
work growth is virtually open-ende;d with alt but the
highest level of general and administrative functions
parceled out on a regional basis.

with our business
structure, where
you can adapt
yourself to the

community, you

can have a store
anywhere in

North America.

“You can't be everywhere with only one standardized
approach,” points out Fortin. “But with our business
structure, where you can adapt yourself to the commu-
nity. you ¢an have a store anywhere in North America.”

Witn the North American industry rapidly consolidating
and U.S. real estate prices escalating, only a handful
of 1arge acquisition opportunities remain both desir-
able and doable. In the meantime, Couche-Tard's
network is quietly growing year-round. Development

teams in each of the eight divisions are mandated to seek out and

The leaders of each of the eight business units function like a CEO.
They benefit from network strengths such as knowledge-sharing,
technology, purchasing leverage and financial stability. At a regional
level, they can respond rapidly to rTarket changes and fine-tune

Mac's has 20 flavours of Froster, including
Blonde Ambition and Tribal Vibe.

20 / Alimentation Couche-Tard

Some customers started shopping with
Circle K when they were kids, And they
are still shopping “with us now.

qualify acquisitio opportunities from single stores up to 100
and decisions in the low ranges are taken at the regional level.

in F'06 the Company added 151 new corporate stores.

‘ e ‘ﬂ‘.——.—;-- - .
(nusm




L

A Growing Network

U.s.
WEST
COAST
REGION

Circle K
® 284
o 280

Total
564

ARIZONA

Circle K
@ 543

Mexico

WESTERN
{ANADA
Mac's

® 295

o N

Total
366

Asia

EASTERN
CANADA

CENTRAL
CANADA Couche-Tard
@ 581
Mac's o 298
o5 i
879

Total

. 819

A\ b
\'\ _'/__m
,‘ / u.s.
. = MIDWEST
i REGION
Circle X
® 528
O 164
Total
692
b SOUTHEAST
S ) REGION
Cirde K
FLORIDA ® 75
AND GULF o8
REGION Total
Circle K 783
e 521
o 316
Total
837 o (orporate stores
o Affiliated stores

MEXICO AND ASIA

Circle K

There are also 3,502 Circle K licencees

in [apan, Hong Kong, China, Indonesia,
Guam, Macao and Mexico. In the last,

a master franchise agreement was
concluded during F'06 with a new licencee
providing for the opening of 250 stores

in Mexico within the next five years.
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HELPING PEOPLE
Weather the Storm

Couche-Tard’s business is all in the neighbourhood. So it's only natural to look out for your neighbour

when times get tough. Each year the Company donates millions of dollars to aid others. But the past
year witnessed a remarkable effort as staff, customers and suppliers rallied to help those caught in
the devastatjon of Hurricane Katrina.




Circle K's Storm Team in action after Katrina.

Back in 2004, the first year after acquiring the Circle X
stores, Couche-Tard was welcomed to the U.S. Sunbelt by the most
| crippling storms to hit Florida in 40 years. The onsite teams showed

thei* commitment to helping their neighbours and large donaticns
| wern organized on behalf of the Florida Hurricane Relief Fund.

| Then one year later, Hurricanes Katrina and Wilma displaced hun-
p
drecs of thousands in the Gulf Coast region and caused devastation
| : .
on ¢ scale not seen since the 1906 San Francisco earthquake. Over
| 160 store sites were affected, 14 of them a total loss.

Empleyees in the region responded with two relief campaigns total-
ing ‘well over half a million dollars US. One campaign was directed
to their fellow employees in distress and the second to others suf-
fering from the disasters. Other regions, all the way up to Canada,
also mobilized and pushed the total raised to over one million US
dolliirs.

“In "tis region, we have for years contributed to the United
Cerebal Palsy campaign,” says Mick Parker, Vice-President,
Opeiations, for the U.S. Florida and Gulf Region. “So we had

a very effective donations system in place. For 60 days, we made
our “ocus the Hurricane Katrina Employee Relief Fund and we

set up fundraising activities such as car washes.”

Donatians from employees and customers were supplemented

at the Division and Head Office level. In total, US$418,000 was
distr buted to approximately 100 employees, 35 of whom had suf-
fered total loss of all their belongings in the flooding that followed
Katrina.

In-store fund raising and

company donations raised
more than USS Imillion
for Katrina relief.

“It was a great outpouring of support from our colleagues,” says
Kenny Hodges, Region Operations Director and the person who
distributed the cheques to employees. “Especially for our employees.
Those quys had lost everything and | had trouble lacating everyone.
I don't think they ever expected the Company to come to their help
and there were some very moving moments when | presented them
with the cheques.”

Even though their place of wark was scattered over the state,
the Company kept managers and employees on the payrolt until
new jobs within the Company’s network could be found.

“People were very resilient,” says Hodges. "The attitude and
the spirit were really remarkable.”

All that was left of a Circle K store in La Buras, Louisiana.
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AN AMAZING ENGINE

For Good'

CLOSE TO CDN$15 MILLION
RAISED TO HI%LP OTHERS IN F'06

A well-run convenience store touches a lat of
peaple. In Phoenix, for E)farnple, the equivalent of the entire
metro population - 3.8 m|i|1ion people - passes through the
city’s 350 Circle K stores t’évery 10 days.

Push that out on even 3 more modest count and Couche-Tard's
netwaork could conceivably access 4 to 5 million consumers on
any given day. That’s a pﬁwerful capability. It's especially
powerful when the corner store is also a fixture of the
community. As such, it has a major influence on mabilizing
the population around it.l

24 / Alimentation Couche-Tard

All of the Couche-Tard nerwork
actively participates in community
programs, such as those aimed at
giving kids a nourishing food break.

The Company puts this to good use. All three primary brands -
Couche-Tard, Mac’s and Circle K - have long and proud histo-
ries of commitment to the communities they serve. Each year,
dozens of o-ganizations - from giant national bodies such as
the Red Cross and United Way to the local centre for homeless
children - bacome beneficiaries of a vast, supportive network
anchored by canisters on thousands of counters.

In Fiscal 2006, this network contributed an extraordinary
(dn$5.9 million. In addition, Central Canada Mac’s stores
turned over an amazing $8.5 million to charities within its
division from the sale of Nevada lottery tickets.

Here is a crass-section of the year's efforts by a dedicated
team of tens of thousands of caring and concered people.




Each year the Company commits at least
1% of its net earnings to the support of youth,
health, welfare and humanitarian causes.

YOUTH

The welfare of young people has historically been the
primery focus of the Company’s social commitment. In F'06, over
$2 anillion US dollars was distributed to benefit such youth-related
activities as:
= The Big Brothers and Big Sisters, 3 mentoring organization for

children 6-16.
= The: Easter Seal Campaign which helps children with disabilities.
= The Boys and Girls Club of America, which helps boys and girls
develop the qualities needed to become responsible citizens.
 Jlie Children’s Miracle Netwark, which raises funds for 170 children’s
hospitals across North America.
» Opération £nfants Soleil, jeunesse f'écoute and Le club des petits
d3jeuners, which seek to provide emotional and physical nourish-
ment for children.

Cer t:al Canada has supported Big Brothers and Big Sisters
for 30 years.

Mac’ Midget Hockey tournament has been a fixture in Western Canada since 1978.

HEALTH & WELFARE

Providing adequate health care to people of all ages is an-
other target of the Company fundraising, to the tune of US$2.9 million.
The latter was distributed namely to the following erganizations:
= The United Cerebral Palsy association has been the preferced
agency of the Circle K organization since 1998. This past year
gver US$1.8 million was raised by stores in the US.

m The Canadian Cystic Fibrosis Foundation.

n The March of Dimes, which seeks to avert premature births.

= Qrganizations for muscular dystrophy.

= Educational and medical institutions; in Canada a five year
committment was taking towards such organizations.

HUMANITARIAN AID

In addition to the campaign specifically to help relocate
displaced employees, the Company’s stores across North America
raised over US$670,000 for the Katrina hurricane survivors. The
largest part of these contributions was turned over to the major
disaster relief agencies:
= The Red Cross received donations totaling over US$623,000.

a The United Way was presented with a cheque for just
under US$50,000.
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Report on Operations
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STAYING ONE STEP

Abead.
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MAKING AN IMPACT

The Company’s store conversion program is creating a dynamic
and differentiated new network for today’s consumer

The Company’s organic geowth is driven largely by
a far-reaching store conversiéan program known as IMPACT. The
acronym, an employee contest winrer, stands for Innovation-
Marketing-People-Alimentation-Couche-fard. The program is leading
a radical, industry-wide makeover in convenience store concepts.

“Consumers are not buying what they bought 20 years aga,” says
Réal Plourde, Executive Vice-President and Chief Operating Officer,
“They have many chaices now for the same product. That means
our stores have to evolve and also offer more choice with better
ambience.”

|
The IMPACT program, to whic|L1 our people actively contribute, usually
means the total makeover of;a site.

The end result is

@ g more altractive ambience - brighter, with graphic themes
reflecting local cutture and more space to move around.

0 innovative merchandising displays which are tied in to a point-of-sale
system scar ning data for optimum results. Features differ by geo-
graphic regian and include Beer Caves, premium coffee stations and
food facilities.

o newly motivated, trained and skilled people (the “P” in the IMPACT
system).

& enhanced praduct mix, especially in fresh-foed products and
financial services.

o quick service restaurants (QSR) which are either branded (Subway,
Quiznos, Dunkin® Donuts, etc.) or proprietary, QSRS are in just under
300 stores cr 6% of the network, The long term abjective is to
increase services and proprietary fresh food offerings within the
corporate stores.

“The addition of prepared food services is an industry evalution aver the
past few years “ comments Réal Plourde. “At Couche-Tard wefe pretly
good at breakfast now and we've got the hang of lunches. We've all got
a long way to go, though, when it comes to the end of the day.”

Réal Plourde, Executive Vice-President and Chief Opetating Officer




0

Before ~N AFTER

The IMPACT store conversion projram is setling the pace
for strong organic growth throughout the network. The smail photo
shows this Circle K store before conversion; the large photo shows
the spacious, remodeled premises with invitng displays and a convenient
coffee station.
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T he conversions have been hugely
successful both in terms of financial
returns and the presentation of

a dynamic, contemporary brand,

The IMPALT conversions have been hugFly successful bath in terms of
financial returns and the presentation of a dynamic, contemporary brand
fepresenting many more services than ihe average censumer would histori-
cally expect. The investment is usually afound Cdn$100,000, ranging up

19 (dn$200,000 if food services are included. Return on the investment
consistently shows sales increases and margin improvemeants.

The Company is also continually building out new stores and follows

the same IMPACT formula. '

The IMPACT program was first successfluhy rolled aut under
the Couche-Tard and Mac’s banners in'Canada. In F'06, the
Company doubled up the conversion fate - particularly with
regard 1o updating the aged Circle K stores-and completed
406 makeovers and 40 new stores) Nearly half of the
Company’s corporate network - 1,722 stores - are now IMPACT
stores and the fong-term objective is t upgrade all stores in
the network within an eight year cycle puisuant io such pragram.

The Company plans to keep up the pac‘e in F'07 adding approximately 100

new store locations through new store development and small acquisitions.

The program is delivering significant va]lue to Couche-Tard beyond ihe
improved sales and margins. For one thing, it clearly differentiates
the Company’s brands, stimulating customer loyalty and making them
a choice whether the banner is Couche-Tard, Mac's or Circle K.

For another, it acts as a sparkplug generating innovation and fresh in-store
thinking. New products include financial services such as gift cards,

Healthier fresh food
ts a product focus.
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We facus on
innovation to
stimulate sales

and differentiate
our stores.

cheque-cashing and ATMs, and a growing number of proprietary products
such as coffee, sandwiches and energy drinks.

“We can't push the walls out and make more space,” says Plourde.
“So we focus on innovation to stimulate sales and differentiate our stores.”

A third and highty important benefit is the effect on focal management
and staff. People and customer service are widely viewed as the means
to success in the c-store business and they are integral to the IMPACT
progiam. The makeavers are undertaken at the regional
level and {ully involve the local manager and staff,
Employees are re-tained in service and customer needs.

“The effect on morale and motivation is tremendous,” says
Ptourde. “Take Circle K as an example. The previous operator
hag a different model with little or no reinvestment in

the locations. Now we have really strong people, newly
emaowered with the IMPACT progiam, involved in the change
process and ending up with a fantastic new atmosphere in which to serve
their clients. It’s just great to see the results.”




Every square inch has to produce.
We need 1o innovate 1o differentiate each store,
such as this Couche-Tard in Québec.

'

GFOWTH WITH INNOVATION New product development tends to reflect regional preferences.

tn Canada, customer acceptance is strong for the proprietary breakfast
Store owners take an entrepreneurial approach. product, a roller toasting station and a single-serve coffee station. Closer to
the Pacific, Western Canada is seeing significant new sales from fresh fruit,

with an average of 2,500 square feet in stare size - roughly 5%  Sushi and Chinese food.

the s ze of a supermarket - and as many items in inventory, getting the
prodLc: mix ight is an unforgiving task. In the U.S. Sunbelt, where “cold” is the biggest single attribute that sells

beer, Beer Caves eliminate warm beer and solt drink displays. A priority

"Evmy Square in(h has to prod“ce. You have (0 innovaie IO Of the Arilﬂna D|V|5|0n |5 ‘0 bUlld d reputatlon [Or (0|d

differ>ntiaie your store, but there’s little room for mistakes,” The Company’s dispensed beverages.
explans Stéphane Gonthier, Senior Vice-President, Eastern stores offer
North America. “This business is not for everyone. You can't as many as Frozen drinks are also a differentiator in Canada. In the east,

be risk-averse and sleep at night.” 3200 items - Couche-Tard’s proprietary traffic builder is Sloche, and in
! Central and Western Canada, Mac'’s has Froster.

almost twice
that of a
decade aqo.

Couct e-Tard's growth can be traced in part to an entrepre-
neurial mindset that has become ingrained in the culture,
from sreet level to the management of its eight divisions.

Private and controlled brands play a major role in building

customer loyalty and return traffic. Among 25 or so products

are coffees {Mmillstone, Seattle’s Best and Van Houtte),

“There are several reasans for our in-store growth,” says Gonthier. “Among  energy drinks (Energie and joker) and sandwiches {La Maisonnée)

those. innovations and well-targeted marketing strategies.” Proprietary brands are oriented towards the largest gross profit contributors,
those being foodservice and beverages.

l 0 \,f .,' M)bl
QO RS anase CED> RIEN Glnpie. nigHs
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I Popular fresh food offerings in Western Canada
include sushi and fresh salads.

High-growth and high-maigin foodservices are a staple of the IMPACT store  The Company’s operations are built around a benchmarking and best

conversion program. At the close of F'06, 6% of the network includes practices proceduse shared by alt eight divisions. The result is a streamlined
Quick Service Restaurant facilities. All of the IMPACT stores feature sand- and effective process for bringing new winners to market rapidly and with
wiches and prepared foods. The Florida/Gulf Coast Division is minimum wasted 2ffort.

getting a strong reception for its “Grabl“n Go” breakfast and lunches.

Not all innovatiens are food stuffs. ThelUS Southeast Division

“| think we are a leader in bringing to market new conve-
nience products, especially foodstuffs, that will attract

) - [ . We can now Y ) -
is generating significant revenues from 76 car wash locations. consumers to our brand,” says Brian Hannasch, Senior Vice-
Eastern Canada boosted fueel sales with|a joint promotion with analyze the data President, Western Noith America. “The slogan they use in
the Canadian Automaebile Association (CAﬁ!«). to improve Flolida and Arizona is “What else dg you need?' That kind of

sums it up.”

marketing

Financia! services are a recent an& promising addition.
ATM machines are now at almost every location. Elsewhere
in the neiwork, services include bill payment, gift cards, pre- a store-by-store
paid American Express cerds and chedue cashing {as many basis.

as twelve million people in the U.S.:do not have a bank
account). ;

strategies on

Credit and debit cards are among the financial
products thar are gaining popularity.
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Teams with an Edge
in Every Market

!

|

OPERATIONS TEAM

Michel Bernard

Vice-President, Operations

Eastern Canada

Geoffrey C. Haxel

Vice-President, Operations

Arizana

Senior Cirector, T

Robert G. Campau
Vice-President, Operations
U.S. Southeast Region

(. Mick Parker

Vice-President, Operations
Florida and Gulf Region

Rick Hamlin
Senigr Director,

Franchise Operations
USA, Mexico and Asia

CORPORATE TEAM

Sylvain Aubry
Carporate Secretary

Jacques D’ Amours
Vice-President,
Administration

Darrell Davis

|oy A. Powell

Paul Murphy
Senior Director,

Finance and Accounting

Michael Guinard
Vice-President,
Development

Vice-President, Qperations
U.S. Midwast Regien

Vice-President, Operations
U.5. West Coast Region

Jean-Luc Meunier
Vice-President, Operations
Central Canada

= B

Maci
Kim ). Trowbridge
Vice-President, Operations
Westera Canada

Bryant Santini
Senior Diractor, (T

Raymond Paré
Senior Director,
Finance
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Financial Review

. = -
Righard Fortin, Executive Vige-President and Chief Financial Officer

ORGANIC

SOLID GROWTH, PROGRESSING MARGINS AND FINANCIAL HEALTH

{IN US DOLLARS)
Revenues §10,157.3M +76.4%
EBITDA § 438.6M +27.8%
Net earnings § 196.2M +26.4%
] _ Shareholders” equity $  966.0M +31.8%
The fiscal Yeaf ended Aprl| 3[}, 2006 was marked by Merchandise and service gross margin
the continuation of the Company’s strong growth, Revenues E:é‘:(?asw“-" gggx
increased 26.4% to US$1‘0.2 billion and net earnings grew fonsclidated 33.4%
26.4% to reach US$196.2 million. Growth of same-store merchandise revenues®
United States 5.2%
(anada 3.9
It was a satisfying year, especially considering that this growth  Growth of saine-store motor fuel volume®
was almost entirely organic. The Company’s expansion has his- gg;t:gasmes o

torlcally. I_)een by aCQUI'SItIIOH, with the last m‘:ﬂjor deal beung ™ EBITDA (Earnings Before Interest, Tax, Depreciation and Amertization) is presented for information

the addition of 1,663 Circle K corporate stores in December 2003. purposes only and represents a performance measure used especially in financial circles. 1t does

The year jUSt ended demonstrates the effeclive integration of not have 3 standardized meaning prescribed by (anadian GAAP and therefore may not be compa-
i . L rable to similar measures presented by ather public companies. )

these assets and a steady increase in same-store $ales. ThiS IS w agusted oves a nommal 52-week period. \

due to a rigorous network operating model and a commitment |

to customer service in E?(h store. Couche-Tard confirms the effectiveness of its controls ver finan-
; cial reporting as at April 30, 2006 thus conforming to legal and |

“The year shows solid growth, continuing margin improvement  regulatory requirements in advance of the applicable implemen-

and excellent financial health,” comments Richard Fortin, tation date set by Canada and United States requlatory authori- }

Executive Vice-President land CFO. “Frankly, | consider it quite ties. For further detail, see page 46.

a rarity for a company of our size to be showing such strong |

numbers. | believe it confirms both the vision and the business  Full details of F'06 and comparison with the previous year will

model.” | be found in the following Management Discussion & Analysis

! seclion. ‘

|

|

|
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The purpose of this Management's Discussion and Analysis (MD&A) is, as required by regulators, to explain
mar egement’s point of view on Alimentation Couche-Tard Inc.’s (Couche-Tard) financial condition and results of
operations as well as past performance. More specifically, it outlines our development strategy, performance in
relaiion to objectives, future expectations and how we address risk and manage our available financial resources. This
MDA also provides information to improve the reader’s understanding of the consolidated financial statements and

rela'ed notes. It should therefore be read in conjunction with those documents. By *we”, "our"”, "us" and “the
Company", we refer collectively to Couche-Tard and its subsidiaries.

Excapt where otherwise indicated, all financial information reflected herein is expressed in United Slates dollars
(US dlolfars) and deterrnined on the basis of Canadian generally accepted accounting principles (Canadian GAAF). You
shouid read the following MD&A in conjunction with the annual consolidated financial statements and related nofes
incltited in this 2006 Annual Report. Additional information relating to Couche-Tard, including the Annual Information
Formn, fs available on SEDAR at www.sedar.com and on the SEC’s website at www.sec.gov.

Forward-Looking Statements

This. MD&A includes certain statements that are “forward-looking statements” within the meaning of the U.S. Private
Securities Litigation Reform Act of 1995, Any statement in this MD&A that is not a statement of historical fact may be
deemed to be a forward-looking statement. When used in this MD&A, the words “believe”, “intend”, “expect”,
“estrnate” and other similar expressions are generally intended to identify forward-looking statements.

It is important to know that the forward-looking statements in this MD&A describe our expectations as at July 12, 2006
and are not guarantees of future performance of Couche-Tard or its industry and involve known and unknown risks
and uncertainties which may cause the Company's or the industry’s outlook, actual results or performance to be
matzrially different from any future results or performance expressed or implied by such statements. Our actual results
cou ¢ be materially different from what we expect if known or unknown risks affect our business, or if our estimates or
assumptions turn out to be inaccurate. As a result, we cannot guarantee that any forward-looking statement will
matarialize and, accordingly, you are cautioned not to place undue reliance on these forward-looking statements.
Fonvard-looking statements do not take into account the effect that transactions or special items announced or
occurring after the statements are made may have on our business. For example, they do not include the effect of
sales of assets, monetizations, mergers, acquisitions, other business combinations or transactions, asset write-downs
or ather charges announced or occurring after forward-looking statements are made.

Unless otherwise required by applicable securities laws, Couche-Tard disclaims any intention or obligation to update
or revise any forward-looking statements, whether as a result of new information, future events or otherwise.

The “oregoing risks and uncertainties include the risks set forth below under “Business Risks” as well as other risks
detiited from time to time in reports filed by Couche-Tard with securities regulators in Canada and the United States.

Change in Reporting Currency

Since our first quarter of fiscal 2006, we have reported our financial results and financial position in US dollars and
accordingly, our Canadian assets and liabilities are transtated into US dollars using the exchange rate in effect at the
balance sheet date. Revenues and expenses are translated at the average rate in effect during the period. Gains and
losses are included in the Cumulative translation adjustments account in the Shareholders' equity. The functional
curiency of the Company and the functional currencies of each of its subsidiaries remain unchanged. All comparative
amaounts for prior periods have been restated and are presented in US dollars.

Our Business

We are the leader in the Canadian convenience store industry. In North America, we are the third largest convenience
store operator and the second largest independent convenience store operator (not integrated with a petroleum
company) and the most profitable public company within such category. We currently operate a network of 4,983
convenience stores, 3,085 of which include motor fuel dispensing, located in eight large geographic markets, including
three in Canada and five in the United States, covering 23 states. Some 37,000 people are employed throughout
Couche-Tard's retail convenience network and executive offices in North America.

We sell food and beverage items, motor fuel and other products and services targeted to meet our customers’

demand for convenience and quality in a clean and welcoming environment. We believe that our business model has
differentiated Couche-Tard from its competition through its decentralized management structure, commitment to
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operational expertise, focus on in-store merchandise, particularly the higher growth and higher margin grocery
categories, and contlnued investment in store modernization and technalogy.

In light of improvements! made to the Store 2000 differentiation concept in recent years through the addition of various
marketing and merchandlzmg approaches and components, we have renamed our various concepts under one
acronym — IMPACT (Innovat:on Marketing and People at Alimentation Couche-Tard). This acronym reflects not only
the impact our dtfferentlatlon strategies have on our customers, sales and earnlngs but also the diversity of the
dynamic programs desngned by the Couche-Tard teams in order to create a unigue, warm, friendly and inviting
environment for customers

We conduct our business through different modes of operations. Although the majority of our stores are Company-
operated, some are parl of our affiliate program, which includes franchised and ficensed stores. The amount of
operating income generated from the affiliates amounted to $14.1 million or 4.3% of our total operating income for
fiscal 2006, including $2.7 million or 1.0% of our total operating income generated by licensees outside North America.

The convenience store mdustry is fragmented, with the top ten operators representing only approximately 25% of the
estimated total of 138/200 stores in the United States. Industry consolidation by highly leveraged operators in
the 1990's, combined w1th competltlon and fluctuations in motor fuel margins, has led to numerous corporate
restructurings and ratlonallzatlons in recent years. As a result, we believe the opportunity exists for well-capitalized,
established industry partncnpants to grow through mergers and acqursrtlons

|
2006 Overview ;
We announced record results for fiscal 2008, up 26.4% over last year tc: $196.2 million or $0.94 per share on a diluted
basis. This performance primarily reflects growth in merchandise and service revenues and motor fue! revenues as
well as an increase in the corresponding gross margins in our Canadian and American markets.

t
Excluding non- recurr:ng items and items for which we have little or no control, net eamings would have been
$195.8 million'" or $0.94 per share on a diluted basis, an increase of 26.2% compared to last fiscal year,

Also, net earnings of the fourth quarter of 2006 amounted to $32.1 million or $0.15 per share on a diluted basis, a
decrease of 1.2%. However excluding the items mentioned above, net earnings would have been $36.7 mllllon(”
$0.18 per share on a diluted basis, which represents an increase of 35.9 % compared with the net earnings of the
fourth quarter of the prewous year (adjusted based on the annual effective income tax rate of 2005).

During the year, we expenenced significant increases in the retail price of motor fuel in cur U.S markets, primarily
attributable to the volatility in the world prices for crude oil. The average retail price of motor fuel in our U.S. markets
amounted to $2.40 per gallon in fiscal 2006 compared with $1.94 per gzllon in fiscal 2005. The gross margin cn motor
fuel revenues varies pnmarily as a result of product cost volatility and competition. Although moter fuel gross margins
can be volatile from one quarter to the next, they generally even out on an annual basis. For each of our four quarters
commencing with the fi rst quarter of fiscal 2008, motor fuel gross margins for the Company-operated stores in the
U.S. markets stocd at|14 86¢, 17.05¢, 17.63¢ and 10.96¢ per gallon respectively - with a weighted average of
15.14¢ per gallon for 2006 compared with 14.17¢ per gallon for the previous !ear. Net of electronic payment modes
related expense, these same gross margins were 11. 88¢‘ ) 13. 55¢‘ 14.39¢“ and 7.65¢ per gallon, with a weighted
average of 11.88¢ perJgallon in fiscal 2006, compared wuth 11. 52¢ per gallon in fiscal 2005. In fiscal 2008, this
increase in the motor fuel gross margln had a positive impact of $19.7 million on our operating income ($25.3 milfion
including Company-operated stores in Canada). Net of the increase in electronic payment modes related expense,
excluding volume effect, the positive impact is reduced to $7.2 million ($11.6 million including Company-operated
stores in Canada).

Dividends ’

On November 15, 2005 the Company’s Board of Directors adopted a quarterly dividend policy of Cdn0.025% per
share on Class A multlple voting shares and Class B subordinate voting shares (the shares). Following the adoption of
this dividend policy, the Board of Directors declared and approved quarteny dividends of Cdn(.025% per share for both
second and third quarters of fiscal 2006. Subsequent to year end, the Board of Directors declared and approved a
quarterly dividend of Cdn0.025% per share for the fourth quarter of fiscal 2006, payable July 31, 2006.

(1) These adjusted net eamings are presented for information purposaes only. They de not have a standardized meaning prescribed by Canadlan GAAP. Management believes
this information is a relevant complement 1o information published based on Canadian GAAP.
Rastated following maprovements in analysis and available data.
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Business acquisitions
During fiscal 2006, we made the following business acquisitions:

« effective March 14, 2006: purchase of 34 Company-operated stores and 19 affiliated stores, all operating under
ihe Shell banner in the Indianapolis area of Indiana, United States, from Shell Oil Products US. At the closing date,
iwo Company-operated stores were closed;

» offective December 14, 2005: purchase of 16 Company-operated stores operating under the Winners banner in
New Mexico, United States, from Conway Qil Company and Conway Real Estate Company;

» offective December 8, 2005: purchase of 18 Company-operated stores and 8 affiliated stores, all operating under
ite BP banner in the Memphis area of Tennessee, United States, from BF Products North America, Inc.;

offective November 3, 2005: purchase of seven Company-operated stores operating under the Fuel Mart banner in
1Jhio, United States, from Ports Petroleum Co.

We expect those 73 new Company-operated stores and 27 affiliated stores to represent additional annual sales of
approximatety $341.0 million and to contribute to our net earnings on an annual basis.

These four acquisitions were carried out for a total cash consideration of $31.6 million, financed using the Company’s
ava lable cash. The net assets acquired include $4.6 million in working capital, $81.4 million in property and
equipment, $2.0 million in trademarks and licences, $1.3 million in other assets, $3.9 million in goodwill and $1.6
million in deferred credits and other liabilities. Most of the goodwill related to the transactions is deductible for tax
purposes.

Internal controfs

We confirm the effectiveness of our controls over financial reporting as at April 30, 2006 thus conforming to legal and
regulatory requirements prior to the applicable implementation date set by Canadian and American regulatory
authorities.

Franchises and licences

During fiscal 2006, we entered into an agreement with ConocoPhillips Company resulting in the addition of 75 new
franchises operating under the Circle K banner in the Western United States, which will bring the total to 251
franchises operated by ConocoPhillips Company and 672 franchises in the entire North American network. Also
during fiscal 2006, we decided not to renew the agreement with the licence holder of 800 stores operated in Taiwan
under the Circle K banner since we did not agree on conditions of renewal. Overall, the impact of these events on our
financial position and operating results will not be significant.

Hurricanes
Fiscal 2006

During 2006, Florida and the Gulf of Mexico region was affected by three hurricanes, which resulted in some damages
to certain of our sites. We estimates that assets and leased properties that were damaged have a total replacement
value of approximately $16.7 miliion, which will result in a net claim of about $13.0 million. The net book value of the
damaged assets is lower than the net claim. As at April 30, 2006, we have received $2.0 million in insurance
proceeds. We do not expect these hurricanes to have a significant effect on our financial position and operating
results.

In total, 163 sites were affected to various degrees, 15 of which are still closed as of today. Of these sites, we expect
thal approximately 13 will remain permanently closed because they did not have the potential to meet our contribution
expectations, while the other two should reopen in fiscal year 2008. As at April 30, 2006, and from the date of
occurrence of those events, we estimate that we have lost approximately 5,500 store-days.

As >art of our risk management process, we have decided not to renew our insurance coverage for material damage
related to hurricanes. This decision is based on the fact that the renewal conditions proposed by the insurance
companies were considered to be unacceptable from an economic perspective. In fact, based on the proposals
received, we would have had to assume the majority of the risk. In addition, we believe that we have the financial
strength and available funds to absorb the risk. This decision will be reviewed and re-evaluated on a regular basis in
light of changing market conditions.
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Fiscal 2005

During 2005, certain areas of our business in Florida experienced damages resulting from four hurricanes. Assets and
leased properties that were damaged have a total replacement value of $23.5 million, which resulted in a net claim of
about $16.6 million. The net book value of the damaged assets is lower than the net claim. As at April 30, 2008, we
have received $15.9 milllon in insurance proceeds. We consider that these hurricanes had no significant effect on our
financial position and operatlng results.

In total, 92 sites were affected to various degrees, four of which will rernain permanently closed because they did not
have the potential to meet our contribution expectations. As at April 30, 2006, and from the date of occurrence of
those events, we estimate that we have lost approximately 4,800 store-days.

Subsequent events

Acquisitions

On June 12, 2006, weifinalized the transaction with Spectrum Holding, Inc. regarding the acquisition of 90 stores
operating under the Spectrum banner in the States of Georgia and Alabama in the United States. The transaction was
carried out for a cash consrderatlon of $130.0 million, financed using the Company’s available cash. We expect that
the 90 new stores erI represent additional annual revenues of approximately $325.0 million and that they will
contribute to our net earnmgs on an annual basis.

In addition, again on June 12, 2006, we signed an agreement with Moore Qil Company, LLC in order to acquire a
network of 24 stores operat!ng under the Stop-n-Save banner in the Monroe area of Louisiana in the U.S. Of the
24 stores, six are operated by the company, 17 are operated by independent store operators and one store is
currently under constructlon if the transaction is completed as expected in July 2006, we anticipate that these stores
will contribute to our operatlng income on an annual basis.

Income taxes

Cn June 9, 2006, the| Government of Québec adopted Bill 15 in the National Assembly of Québec regarding
amendments to the Taxatlon Act and other legislative provisions. As a result, an unusual retroactive income tax
expense of approxrmately $9.8 million, excluding other associated expenses, will be recognized in the first quarter of
fiscal 2007. This modification will not have a significant impact on the eifective income tax rate of the Company in the
future.

Outstanding shares and stock options

As at June 30, 2006, Couche-Tard had 56,388,652 Class A multiple voting shares and 145,651,434 Class B
subordinate voting shares issued and outstanding. In addition, as at the same date, Couche-Tard had 9,307,980
outstanding stock optlons far the purchase of Class B subordinate voting shares.

Income Statement Categories

Merchandise and Service Revenues. In-store merchandise revenues are comprised primarily of the sale of tobacco
products, grocery rtems candy and snacks, beverages, beer/wine and fresh food offerings, including quick service
restaurants ((QSRs). Semce revenues include the commission on sale cf lottery tickets and issuance of money orders,
fees from automatic tel‘ler machines, sales of calling cards and gift cards, fees for cashing cheques and sales of
postage stamps and bus tickets, as well as revenues from car washes. Service revenues also include franchise fees,
license fees from affiliates and royalties from franchisees.

Motor Fuel Revenues. We include in our revenues the total dollar amount of motor fuel sales, including any imbedded
taxes, if we take ownershlp of the motor fuel inventory. in the United States, we purchase motor fuel and sell it to
approximately 112 mdependem store operators at cost plus a mark-up. We record the full value of these revenues
(cost plus mark-up) as ‘motor fuel revenues. Where we act as a selling agent for a petroleum distributor, only the
commission we have eamed is recorded as revenues. Gross profit from motor fuel is derived by deducting the cost of
the motor fuel from the motor fuel revenues, except for commission stores where the gross profit is equal to the

recorded commission from the sale.
Gross Profit. Gross profit consists mainly of revenues less the cost of goods and motor fuel sold. For in-store

merchandise, the cost of inventory is generally determined using the refail method {retail price less a normal margin),
and for motor fusl, it is determined using the average cost method.
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Opevating, Selling, Administrative and General Expenses. The primary components of operating, selling,
administrative and general expenses are labor, occupancy costs, commissions to dealers and overhead and include
advartising expenses that are charged as incurred.

Key performance indicators used by management, which can be found under “Results of Operations-Other Operating
Data’, are merchandise and service gross margin, growth of same-store merchandise revenues, motor fuel gross
maigin and growth of same-store motor fuel volume.

Summary of Fourth Quarter Results: 13-Week Period Ended April 30, 2006 Compared to the 12-
Week Period Ended April 24, 2005

The following table highlights certain information regarding the movement of our stores during the 13-week period
ended April 30, 2006:

Company-operated Affiliated

stores stores Total

Nurber of stores, beginning of period 3,805 1,304 4,909

Acquired 32 19 51

Cpened 22 33 55
C csed (25) 7 (32)

Converted into affiliated stores (2) 2 -

Nurnber of stores, end of period 3,632 1,351 4,983

Duting the quarter, we also implemented our IMPACT program in 182 Company-operated stores for a total of 446 in
2006. As a result, 47.6% of our Company-operated stores have now been converted to our IMPACT program, which
gives us considerable potential for future internal growth.

All of cur Company-operated stores that were closed did not have the potential to meet our contribution expectations.
Mos: of these stores were part of the Circle K network acquired December 17, 2003.

The following table highlights certain information regarding our operations for the 13-week period ended April 30, 2006
anc the 12-week period ended April 24, 2005:

(In Tillions of US dollars, unless otherwise stated, unaudited) 13-week period 12-week period
ended ended
April 30, 2006 April 24, 2005
Revenues 2,638.9 1,961.7
Oparating income 57.2 47.1
Nel earnings 321 32.5

Selected Operating Data:

Growth of same-store merchandise revenues on a 12-week basis @

Canada 4.3% 3.3%9

United States 4.6% 6.6%
Growth of same-store motor fuel volume on a 12-week basis @

Canada 4.1% 7.4%%

United States 5.8% 4.5%%

(1) Excludes other revenues derived from franchise fees, royalties and rebates on some purchases by franchisees and licensees. (Growth in
Canada is calculated based on Canadian dollars.)

{2) Since our first quarter of fiscal 2006, growth in both merchandise revenues and motor fuel volume has been reported on a same-store basis.

{3) For the comparativa period, growth in merchandise revenues and moter fuel volume is reported on an average per store basis to be constant
with our prior practices, Growth in the United States excludes the Circle K acquisition.
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For the 13-week period ended April 30, 2006, we achieved revenues of $2.64 billion, compared with $1.96 billion
for the same period in fi scal 2005, an increase of 34.5% or $677.2 million. We recorded 78.9% of our revenues in the
United States;, compared with 77.7% in the fourth quarter last year.

In the United States, growth of same-store merchandise revenues (on a 12-week standardized basis) was 4.6 %
while it was 4.3% in Canada. In both the U.S. and Canada, this growth is partially due to the results from investment

in our IMPACT program
customers and from the

conversions, as well as the results from the launch of new products that were well received by
implementation of our pricing strategies on certain product categories. In Canada, the growth

was negatively affected by growing smuggling on tobacco products.

In the Unitec States, th

e growth of same-store motor fuel volume (on a 12-week standardized basis} was 5.8 % in

the fourth quarter of 2006 while it was 4.1% in Canada, which reflects the positive impact, in both the U.S. and
Canada, of certain pncmg strategies. Growth in Canada also reflects the posmve consumer response in Ontario to our
rebranding of several mator fuel locations, which now operate under Mac’s in addition to a strong economy in Western
Canada.

Net earnings stood at $32.1 million or $0.16 per share ($0.15 per share on a diluted basis), compared with
$32.5 million or $0.16 per share ($0.16 per share on a diluted basis), which represents a decrease of 1.2%. By
applying the annual effective tax rate in effect for 2005 {32.08%) to earnings of the fourth quarter of 2005, the net
earnings for this quarter\would have been $27.0 million or $0.13 per share on a diluted basis. In addition, net earnings
in the fourth quarter of 2006 were affected by the following items, presented net of income tax:

Negative impact

Net earnings for

reiated to the

Negative impact

Negative impact

Pcsitive impact

Positive impact

Net eamings for

h increase in related to non- related to the th
the 4" quarter of electronic recurring increase in the related_ to related to the 1&:’ the fourth q'uarter
2006, as paym entmodes | termination fees | effective tax rate changes in the week of the 4 of 2006, adjusted
presented relgt ed expense 2) wmo exchange rate @ | quarter of 2006 &
|
$32.1 million $4.0 rnillion $3.3 million $1.0 million ($1.0) million | ($2.7) million $36.7 millian

{1) Relatediothet increase In the retail price and sales volume of motor fuel.

(2) Recognition of a non-recurnng charge relating to penalties for the termination of two contracts governing the operation of automatic teller
machines in some |of our stores in the United States. The termination of these contracts will allow us to operate the automatic teller
machines in ihese stores ourselves and 1o increase their contribution.

(3) Impact of the increase in the effective tax rate, which was 34.09% in the fourth quarter of this year compared with 32.08% for fiscal year
2005.

(4) Impact of the increase in the value of the Canadian dollar compared with the US dollar,

(5) These adjusted net earings are presented for information purposes only. They do not have a standardized meaning prescribed by
Canadian GAAP. Management believes this information is a relevant complement to information published based on Canadian GAAP.

Thus, by taking into achunt all of these factors for which the nature is non-recurring or for which the Company has
little or no contral, the net earnings for the fourth quarter of 2006 would have been $36.7 million ($0.18 per share on a
diluted basis), which represents an increase of 35.9% compared with the net earnings of the fourth quarter of the
previous year {adjusted based on the annual effective income tax rate of 2005).

Exchange Rate Data
The Company's US dollar reporting currency provides shareholders with more relevant information giving
consideration to the predominance of our operations in the United States and our US dollar denominated debt.

The following table sets forth information about exchange rates based upon the Bank of Canada closing rates
expressed as US dcllars|per Cdn$1.00:

53-week period ended 52-week periods ended

April 30, 2006 April 24, 2005 April 25, 2004
Average for the period ] 0.8417 0.7779 0.7431
Period end 0.8945 0.8098 0.7349

(1) Calcutated by taking the average of the closing exchange rates of each day in the applicatle period.
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Sel::ted Consolidated Financial Information

The following table highlights certain information regarding our operations for the 53-week period ended April 30, 2006

and the 52-week periods ended April 24, 2005 and April 25, 2004:

{In millions of US dollars, unless otherwise stated)

53-week period

52-week periods

ended ended
April 30, 2006 April 24,2005  April 25, 2004
restated
Statement of Operations Data:
Mer:handise and service ravenues '':
Zanada 1,426.7 12395 1,130.6
Jnited States 2,812.0 2,564.7 1,195.3
Tatal merchandise and service revenues 4,238.7 3,804.2 2,325.9
Mot fuel revenues
Canada 873.7 664.8 507.1
Jnited States 5,044.9 3,567.8 1,662.3
Total motor fuel revenues 5,918.6 4,232.6 2,069.4
Total revenues 10,157.3 8,036.8 4,395.3
Mer:handise and service gross profit ™' :
Canada 483.1 4158.7 367.4
United States 932.3 834.9 389.7
Total merchandise and service gross profit 1,415.4 1,250.6 7571
Motor fuel gross profit.
Canada €63.6 51.3 47.3
United States 3125 255.9 110.1
Total motor fuel gross profit 376.1 307.2 157.4
Total gross profit 1,791.5 1,557.8 914.5
Operating, selling, administrative and general expenses 1,352.9 1,214.7 740.3
Depreciation and amortization of property and equipment and other
assets 106.9 83.9 57.7
Operating income 331.7 259.2 116.5
Finercial expenses 34.0 307 23.5
Write-off of financing costs - - 9.2
Earnings before income taxes 297.7 2285 838
Ince me taxes 101.5 73.3 27.7
Net earnings 196.2 155.2 56.1
Other Operating Data:
Merciandise and service gross margin '
Consolidated 33.4% 32.9% 32.6%
Canada 33.9% 33.5% 32.5%
United States 33.2% 32.6% 32.6%
Growth of same-store merchandise revenues on a 52-week basis @ ©)
Canada 3.9% 2.6%° 3.1%®
United States 5.2% 10.4%® 3.9%®
Motor fuel gross margin:
Canada (Cdn cents per litre} 5.00 4.61 4.77
United States {cents per gallon) 15.14 14.17 11.57
Voliune af motor fuel sold ® :
Canada {millions of litres} 1,509.6 1,413.5 1,329.2
Linited States (millions. of gallons) 21161 1,858.1 996.1
Growth of same-store motor fuel volune on a 52-week basis:
Canada 2.8% 6.6%" 6.7%"
United States 6.0% 6.3%% 6.4%"
Per $ihare Data:
Eiasic net earnings per share (dollars per share) 0.97 0.77 0.31
Diluted net earmings per share {dollars per share}) 0.94 0.75 0.30
Dividends paid on common shares (Cdn dollars per share) 0.05 - -
Balance Sheet Data:
Total assets 2,369.2 1,895.7 1,650.8
Interest-bearing debt 5241 530.9 536.9
{1} includes other revenues derived from franchise fees, royalties and rebates on some purchases by franchisees and licensees.
{2) Does not include services and other revenues (as described in footnote 1). (Growth in Canada is calculated based on Canadian dollars.}
{3) For Company-operated stores only.
{4) Includes volume of franchisees and dealers.
{5} Since our first quarter of fiscal 20086, growth in both merchandise revenues and motor fuel volume has been reported on a same-store basis.
(B) For both comparative periads, growth in merchandise revenues and motor fuel volume is reported on an average per slore basis to be

constant with our priar practices, Growth in the United States excludes the Circle K acquisition.
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53-Week Period Ended April 30, 2006 Compared to the 52-Week Period Ended April 24, 2005

The following table highlights certain information regarding the maovement of our stores during the 53-week period
ended April 30, 2006:

Company-operated Affiliated

stores stores Total

Number of stores, beginning of period 3,681 1,264 4,845
Acquired 73 27 100
Opened 78 119 197
Closed {(91) (68) (159)
Converted into Company-operated stores 1 (1) -
Converted into affiliated stores (10) 10 -
Number of steres, end of period 3,632 1,351 4,983

All of our Company- operated stores that were closed did not have the potential to meet our contribution expectations.
Most of these stores were part of the Circle K network acquired December 17, 2003,

For the 53-week perlod ended April 30, 2006, we achieved revenues of $10.16 billion, compared with $8.04 biltion
in fiscal 2005, a signifi cant increase of 26.4% or $2.12 billion. We recarded 77 4% of our revenues in the United
States, compared with 76.3% in the previous fiscal year.

In the United States, growth of same-store merchandise revenues (on a 52-week standardized basis) was 5.2%
over the prior year while it was 3.9% in Canada. In both the U.S. and Canada, this growth reflects the results from
investment in our IMPACT program conversions as well as the efforts made by |mplementmg new prlcmg strategles
on certain product categorles and by modifying product mix. In the U.S,, the increase in tobacce tax in some regions
also contributed to the growth while in Canada, growing smuggling on tobacco products had a negative impact.

In the United States, the growth of same-store motor fuel volume (on a 52-week standardized basis) was 6.0%
while it was 2.8% in Canada The growth in the U.S. in part reflects the positive impact of certain pricing strategies,
partially offset by the shortage of motor fuel in certain regicns in the second and third quarters of 2006 due to the
hurricanes. In addition,|in both the U.S. and Canada, growth was nesgatively affected by pressure on consumer
spending caused by the [sharp increase in retail pump prices.

Gross profit grew by 15 0% or $233.7 million to $1.79 hillion, compared with $1.56 billion for the previous year. This
increase is mainly due to higher sales overall and higher margins on merchandise and service revenues and on motor
fuel revenues in both Canada and the U.S.

* The consolndated merchandise and service gross margin was 33.4%, up from 32.9% in the previous
fiscal year. The gross margin in the U.S was 33.2%, up from 32.6% in the previous year. In Canada, it was
33.9% compared with 33.5% for fiscal 2005. In both our Canadian and U.S. markets, the impact of
improvements |n purchasing terms, changes in product mix with a focus on higher margin items, the launch
of new products that were well received by customers and that generated higher margins, as well as the
|mple=mentat|on‘ of our IMPACT program in an increasing number of our stores are behind the increase in
gross margin. However, the increase in gross margin in the Urited States and Canada was also affected by
our pricing strat‘egies on certain product categoeries designed to increase volume,

*  The motor fuet gross margin increased to 15.14¢ per gallon in the United States from 14,17¢ per gallon in
the previous year, whereas in Canada, it alsc increased, reaching Cdn5.00¢ per litre compared with
Cdnd.61¢ per htre in the previous year. These increases primavily reflect the volatile nature of the motor fuel
business, partralxlty offset by our selective pricing strategles implemented in certain areas of the U.S. to
increase sales volume and by strong competition in some regions.

Operating, selling, administrative and general expenses increased by $138.2 million or 11.4% over the previous
fiscal year. This includes an increase of $20.8 million in electronic payment modes related expense, which relates to
the increase in the retail price of motor fuel. As a percentage of merchandise and service revenues, operating, selling,
administrative and general expenses remained unchanged despite the recognition of a non-recurring charge of $5.0
million relating to the termination of certain contracts governing the operation of automatic teller machines in some of
our stores in the United States. Not including this non-recurring charge, operating, selling, administrative and general
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expenses would have decreased by 0.1% as a percentage of merchandise and service revenues, reflecting the
effectiveness of our operating model.

Depreciation and amortization of property and equipment and other assets increased by 27.4% to $106.9 million
in fiscal 2006. This increase is due mainly to the impact of the capital expenditures made during fiscal 2005 and 2006.

Operating income of $331.7 million for fiscal 2006 increased by 28.0%, or $72.5 million, over the $259.2 million
earned in the previous fiscal year.

Financial expenses of $34.0 million were up by $3.3 million or 10.7% over last year due to a general increase in
interest rates. The average interest rate applied to our borrowings rose to 7.0% compared with 5.2% for fiscal 2005.
Interest rate swaps entered into in March 2004 increased financial expenses by $1.3 million compared with a
decrease of $5.6 million for fiscal 2005. In addition, financial expenses were reduced by $8.1 million of interest income
earned from the investing of excess cash compared with $2.2 million in the previous year.

Income taxes increased by $28.2 million or 38.5%, to $101.5 million, primarily due to increased pre-tax earnings. The
increase in the effective income tax rate by approximately 2.0% is attributable to changes made to the apportionment
of taxable income among the various jurisdictions that have different income tax rates.

Net earnings increased by $41.0 million or 26.4%, to $196.2 million or $0.97 per share ($0.94 per share on a diluted
basis), compared with $155.2 million or $0.77 per share ($0.75 per share on a diluted basis) in the previous year. Net
earnings for 2006 were affected by the following items, presented net of income tax:

ij::g: t?&a:t im N:c?:g‘l";e d Positive impact Niﬁ?a;';e Pasitive Positive
Net eamings for Increase in pto non- related to the re1ateg to the impact related impact Net earnings for
2006, as : . increase in . . to changes in | relaled to the | 2006, adjusted
electronic payment recurring increase in rd )
presented P moter fuel . the exchange | 53 week of
modes retated termination margins @ the effective rate © 2006
expense " fees @ g tax rate ¥
$196.2 million $13.7 million $33 milfion | ($16.7) milion | $6.0 millicn | ($4.0) million | ($2.7) million | $195.8 million

(1) Related to tha increase in the retail price and sales volume of motor fuel.

(2) Recognition of a non-recurring charge relating to penalties for the termination of certain contracts governing the operation of automatic teller
machines in some of our stares in the United States.

(3) Increase in the motor fuel gross margins for our Company-operated stores.

{4) Impact of the increase in the effective tax rate, which was 34.09% for this year compared with 32.08% for fiscal year 2005.

{5) Impact of the increase in the value of the Canadian dollar compared with the American dollar.

(6) These adjusted net earnings are presented for information purposes only. They do not have a standardized meaning prescribed by
Canadian GAAP. Management believes this information is a relevant complement to information published based on Canadian GAAF.

Thus, by taking into account all of these factors for which the nature is non-recurring or for which the Gompany has
lithe or no control, the net earnings for 2006 would have been $195.8 million ($0.94 per share on a diluted basis),
which represents an increase of 26.2% compared with the net earnings for the previous year.

Financial Position as at April 30, 2006

Our total consclidated assets of $2.37 billion as at April 30, 2006 increased by $373.5 million compared with the
previous year. The following items primarily represent the change:

* anincrease of $202.1 million in property and equipment attributable to capital investments in 2006;
» an increase of $78.8 million in cash and cash equivalents, which amounted to $331.5 million as at April 30, 2008;
» anincrease of $26.6 million in credit and debit card receivables generated mostly by higher motor fuel revenues;

« anincrease of $21.2 million in motor fuel inventory attributable to higher crude oil prices on the global market.
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Shareholders’ equity of $966.0 million as at April 30, 2006 increased by $232.8 million resulting mainly from net
earnings of $196.2 million in addition to the increase in cumulative translation adjustments for fiscal 2006. The
increase in cumulative translation adjustments was generated by significant exchange rate fluctuations. The net
interest-bearing debt to total capitalization ratio stood at 0.17:1 " versus 0.28:1 as at April 24, 2005,
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Liquidity and Capital Resources

Our principal source of liquidity is net cash provided by operating activities. Qur principal uses of cash are to finance
our capital expenditures, carry out acquisitions, pay dividends, meet debt service requirements, and provide for
working capital. We expect that cash available from operations together with borrowings available under our revolving
credit facilities as well as potential sale and leaseback transactions will be adequate to meet our liquidity needs in the
foreseeable future.

As at April 30, 2006, our total debt was $524.1 million (of which $350.0 million consisted of 7.5% Subordinated
unsecured debt maturing in 2013, $166.5 million consisted of borrowings under our Secured term loans and
$7.6 million consisted of other long-term debt).

In addition to the above, we have interest rate swap agreements with three banks under which we pay interest on
$350.0 million at a rate of LIBOR plus an aggregate weighted average rate factor of 2.95%. The interest rate is reset
every six months over the term of the agreements. The swap agreements, which expire on December 15, 2013,
provide that, after December 15, 2008, each bank has the right to terminate its arrangement with the payment of a
termination fee if terminated before December 15, 2011 and, if terminated after that date, without payment of a
termination fee. In addition, both parties to each agreement have a mutual right to terminate the arrangement on the
fifth anniversary date of the effective date of each of the three agreements. If such right was exercised by either party,
that party would be required to pay the other party the mark to market value of the interest rate swap. We formally
document and designate each derivative financial instrument as a hedge of our Subordinated unsecured debt. We
determine that derivative financiat instruments are effective hedges, at the time of the establishment of the hedge and
for the duration of the instrument, since the date to maturity, the reference amount and interest rate of the instruments
correspond to all the conditions of the debt.

® This ratio is presented for information purposes only and represents a measure of financial condition used especially in financial circles. It represents the following calcutation:
long-term interest-bearing debt, net of cash and cash equivalents civided by the addition of shareholders' equity and tong-term interest-bearing debt, net of cash and cash
equivalents. It does not have a standardized meaning prescribed by Canadian GAAP and therefore may not be comparable to similar measures presented by other public
sompanies.
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Credit Facilities. We have five-year renewable operating credits, maturing in December 2008 in the amount of
Cdn$50.0 million avallable in Canadian dollars or US dollars to the Canadian borrowers and in the amount of
$75.0 million available in US dollars to the U.S. borrowers, which bear interest at the Canadian prime rate, or the
Canadian or U.S. base rate (as applicable) or LIBOR, plus a certain margin varying on the basis of our leverage ratio.
The operating credits are also available in the form of bankers' acceptances (for Canadian dollar advances) and in the
form of letters of credit not exceeding Cdn$10.0 million or the US dollar equivalent in respect of the Canadian facility
and $30.0 million in respect of the U.S. facility. As at April 30, 2006, the facilities were undrawn, except for letters of
credit of approximately Cdn$0.9 million for the Canadian facility and $15.5 miillion for the U.S. facility.

Virtually all of our assels secure our senior credit facility. We must meet certain commitments and achieve certain
financial ratios under the credit agreement. In addition, the credit agreement imposes certain restrictions on business
acquisitions, dividend payments and, if a certain ralio is not achieved, capital spending. As well, the indenture
governing the subordinated debt also contains certain restrictions on business acquisitions and the payment of
dividends. Compliance with the ratios, commitments and restrictions described above is tested at the end of each
quarter. As at April 30, 2006, the Company was in compliance with all of these covenants.

Net Cash Provided by Operaling Aclivities. Net cash provided by operating activities amounted to $401.5 million in
fiscal 2006, compared with $316.1 million in fiscal 2005. This represents an Increase of $85.4 million, which is
primarily due to the increase in net eamings of $41.0 million and the receipt of income taxes receivable. Cash flows at
the level of net earnings plus depreciation and amortization, loss on disposal of Property and equipment and other
assets and future income taxes amounted to $324.3 million(" {or $1.61 per share "), an increase of $66.0 million or
25.6% over the $258.3 million'" (or $1.28 per share™) generated during last fiscal year.

Net Cash Used in Investing Aclivities. Net cash used in investing activities for the year ended April 30, 2006 amounted
to $316.8 million, including an amount of $91.6 for the acquisition of 73 Company-cperated stores and 27 affiliated
stores in the U.S. Net cash used in investing activities amounted to $223.6 in fiscal 2005, including $69.6 for the
acquisition of 49 sites in the U.S. This year, capital expenditures amounted to $245.3 million, compared with
$182.8 million for the previous year. This amount was primarily allocated for the implementation of our IMPACT
program, investment in new stores and the replacement of equipment in some of our stores. Cash generated from
sale and leaseback transacticns amounted to $36.2 million in fiscal 2006 compared with $19.9 million in the prior year,
Over the past five fiscal years, capital expenditures and investment in small acquisitions amounted to approximately
$800.0 million over this period. These investments were funded by the total net cash provided by operating activities
amounted to approximately $1.10 billion. We believe that we will be able to continue to fund these future expenditures
in the same way.

Net Cash Used by Financing Activities. Net cash used in financing activities amounted to $15.4 million for fiscal 2006,
including repayment of long-term debt of $6.9 million, a $8.7 million dividend payment to shareholders and the receipt
of $0.2 million in cash from the issue of shares on exercise of stock options. In fiscal 2005, net cash of $3.2 million
was generated, essentially from the $9.3 million of proceeds from the issue of shares on exercise of stock options,
which was offset by the repayment of long-term debt of $6.3 million.

Contractual Obligations and Commercial Commitments
Set out below is a summary of our material contractual cash obligations as of April 30, 2006:

2007 2008 2009 2010 2011 Thereafter Total

(in millions of US dollars})
Long-term debt 7.6 8.2 89 1.9 141.3 3538 521.8
Capital lease obligations 08 0.6 0.5 04 0.4 1.7 4.4
Operating lease obligations 159.6 142.3 119.4 106.0 93.1 748.7 1,369.1
Purchase commitments 35 0.5 1.3 0.6 0.6 1.3 7.8
Total 171.5 151.6 130.1 108.9 2354 1,105.6 1,803.1

Business Acquisition. On Aprit 11, 2006, we signed an agreement with Spectrum Holding, Inc. to acquire 90 sites
operating under the Spectrum banner in the States of Georgia and Alabama, United States. As mentioned under
subsequent events (see above), this transaction was carried out on June 12, 2006 for an amount of $130.0 million.

M Thase cash flows and cash flows per share are presented for information purposes only and represent perforrmance measures used espedially in financiat circles. They do not
have a standardized meaning prescribad by Canadian GAAP and thersfore may not be comparable (o simitar measures presanted by other public companies.
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Long-Term Debt. Our long-term debt consists of: (i) $350.0 million 7.5% Subordinated unsecured debt due
December 15, 2013; (ii) a $19.5 million Term Loan “A” secured term loan due December 17, 2008 that bears interest
at the Canadian base rate or LIBOR, plus a variable margin based on our leverage ratio; (i} a $147.0 million Term
Loan “B” secured term loan due December 17, 2010 that bears interest at the U.S. base rate or LIBOR, plus a fixed
margin; (iv) 8.75% note payable due 2019 of $5.2 million outstanding as of April 30, 2006; and (v) other long-term
debts of $2.4 million,

Interest-bearing net debt/EBITDA ratio "
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Capital Lease Obligations, We have generally not used capita! leases as a mean of financing; however some capital
leases were assumed in connection with certain acquisitions. These obligations and related assets are included in our
consolidated balance sheets.

Operating Lease Obligations. We lease a substantial portion of our real estate using conventional operating leases.
Generally our real estate leases in Canada are for primary terms of five to ten years and in the United States, they are
for ten to 20 years, in both cases, with options to renew. These obligations and related assets are not included in our
consolidated balance sheets. Under certain of the store leases, we are subject to additional rentals based on store
revenues as well as escalations in the minimum future lease amount,

Contingencies. There are various legal proceedings and claims pending against us that are common to our operations
for which, in some instances, no provision has been made. While it is not feasible to predict or determine the ultimate
outcome of these matters, it is the opinion of management that these suits will not result in monetary damages not
covered by insurance thal in the aggregate would be material and adverse to our business or operations.

We are covered by insurance policies that have significant deductibles. At this time, we believe that we are adequately
covered through the combination of insurance policies and self-insurance. Future losses which exceed insurance
policy limits or, under adverse interpretations, are excluded from coverage would have to be paid out of general
corporate funds. In association with our workers' compensation policies, we issue letters of credit as collateral for
certain policies.

We also issue surety bonds for a variety of business purposes, including bonds for taxes, lottery sales, wholesale
distribution and alcoholic beverage sales. In most cases, the surety bonds are required by a municipality or state
governmental agency as a condition of operating a store in that area.

Off-Balance Sheets Arrangements

In the normal course of business, we finance certain of our activities off-balance sheets through operating leases for
properties on which we conduct our retail business. The future commitments are included under “Operating Lease
Obligations™ in the table above.

{9 This ratio is presented for information purposes only and represents a measure of financial condition used especially in financial circles. It represents the: following
calculation: long-term interest-bearing debt, net of cash and cash equivalents divided by EBITDA {(Eamings Before Interest, Tax, Depreciation and Amortization). It does not
have a standardized meaning prescribed by Canadian GAAP and therefore may not be comparable to similar measures presented by other public companies.
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Selected Quarterly Financial Information (Unaudited)

The Company’s 52-week reporting cycle is divided into four quarters of 12 weeks each except for the third quarter,
which comprises 16 weeks. When a fiscal year, such as 2006, contains 53 weeks, the fourth quarter comprises
13 weeks. The following is a summary of selected consolidated financia! information derived from the Company’s
unaudited interim consolidated financial statements for each of the eight most recently completed quarters. This
information was prepared in accordance with Canadian GAAP and is reported in US dollars.

{In millions of US dollars except for per 53 weeks ended April 30, 2006 52 weeks ended April 24, 2005

share data, unaudited) .
Quarter 4th 3rd 2nd 1st 4th 3rd 2nd 1st
Weeks 13 wisks 16 waeks 12 waeks 12 washs 12 weeks 16 weeks 12 weeks 12 weeks
restated restated rostated
Revenues ) 2,638.9 2,944.2 2,391.9 2,182.3 . 1,961.7 2,400.2 1,840.3 18346
Income before depreciation and ’
amortization of property and equipment
and other assets, financial expenses and
Income taxes 84.0 128.2 115.6 110.8 68.7 92.6 843 97.5
Depreciation and amortization of property
and equipment and other assets 26.8 33.4 24.0 22.7 21.6 26.4 18.8 17.1
Operating income 57.2 94.8 91.6 88.1 47.1 66.2 65.5 B0.4
Financial expenses 8.5 10.8 7.5 7.2, 7.4 10.3 6.6 6.4
Net earnings 321 54.5 55.5 54.1 32.5 36.3 38.3 48.1
Net earnings per share
Basic $0.16 $0.27 $0.27 $0.27 $0.16 $0.18 $0.19 $0.24
Diluted . $0.15 $0.26 _ %0.27 $0.26 $0.16 $0.18 $0.19 $0.23

The influences of the volatility of motor fuel gross margin and seasonality have an impact on the variability of our
quarterly net earnings. Since the acquisition of Circle K, motor fuel revenues have become a more significant segment
of our business and therefore our results are more sensitive to the volatility of motor fuel gross margins.

52-Week Period Ended April 24, 2005 Compared to the 52-Week Period Ended April 25, 2004

During the 52-week period ended April 24, 2005, we completed three small business acquisitions for a total of
49 stores, opened 44 QSRs and implemented our IMPACT program in 223 stores, including 54 new stores.

For the 52-week period ended April 24, 2005, we achieved revenues of $8.04 billion, compared with $4.40 billion in
fiscal 2004, a major increase of 82.8% or $3.64 biltion of which $3.37 billion come from the U.S., reflecting primarily
the contribution of $3.02 billion in revenue from Circle K and the internal growth in the U.S. network. We recorded
76.3% of our revenues in the United States, compared with 62.7% in the previous fiscal year.

In the U.S., growth of average merchandise revenues per store {excluding Circle K for comparative purposes) was
10.4% over the pricr year, while it was 2.6% in Canada. The growth in the U.S. reflects efforts made to increase
revenues by optimizing product mix, as well as the influence from investment in our IMPACT program conversions
(formerly Store 2000} and the increase in tobacco tax. Growth in Canada reflects the aggressive pricing on generic
tobaceo and certain dairy categories.

in the U.8,, growth of average motor fuel volume per store (excluding Circle K) was 6.3% over the prior year,
while it was 6.6% In Canada. In the U.S., the growth reflects the positive consumer response to our rebranding of
several motor fuel locations to nationally recognized brands whereas in Canada, the growth reflects certain pricing
strategies. In both markets, the implementation of our IMPACT program (formerly Store 2000) in our stores also had a
positive impact on growth.

Gross profit grew by 70.3% or $643.3 miltion to $1.56 billion, compared with $314.5 million for the previous year. This
increase is mainly due to higher revenues, particularly additional sales from Circle K and higher motor fuel gross
margins, in particular from Circle K.

* Consolidated merchandise and service gross margin was 32.9%, up from 32.6% in the previous fiscal
year. The gross margin in Canada was 33.5%, up from 32.5% in the previous year reflecting the impact of
improvements in purchasing terms and changes in products mix with a focus on higher margin items. The
gross margin in our U.S. operations was 32.6% unchanged from last fiscal year. Efforts continue to improve
gross margin through purchase terms optimization and changes to the product mix emphasizing higher
margin items. These efforts resulted in higher gross margins in certain categories and lower gross margins in
other categories with resultant increase in sales. Also, tobacco gross margins have come under competitive
pressures in certain areas. The result of these dynamic variables, in the aggregate, was an unchanged gross
margin in fiscal 2005 compared with the previous year.
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= Motor fuel gross margin decreased slightly to Cdn4.61¢ per litre in Canada, from Cdn4.77¢ per litre from
the previous year reflecting the increase in competitive activity, particularly in segments of our Central
Canada market. Motor fuel gross margin in the United States increased to 14.17¢ per gallon from
11.57¢ per gallon in the previous year. (Including Circle K's historical results, the motor fuel gross margin in
the U.S. would have been 14.30¢ per gallon for fiscal 2004).

Operating, selling, administrative and general expenses increased by $474.4 million or 64.1% over the previous
year. The increase is mainly attributable to the acquisition of Circle K on December 17, 2003. As a percentage of
merchandise and service revenues, operating, selling, administrative and general expenses remained relatively the
same as last year. :

Depreciation and amortization of property and equipment and other assets grew by 45.4% to $83.9 million in
fiscal 2005. This increase is due mainly to the acquisition of Circle K on December 17, 2003 and capital expenditures
made during fiscal 2005.

Operating income for fiscal 2005 more than doubled to $259.2 million, an increase of $142.7 million or 122.5% over
the $116.5 million earned in the previous fiscal year. This increase is primarily attributable to the results of Circle K.

Financial expenses totalled $30.7 million, up $7.2 million or 30.6% over last year due to the higher borrowings to
finance the Circle K acquisition. In addition, financial expenses were reduced by $2.2 million of interest income earned
from the investing of excess cash compared with $0.4 million in the previous year.

Income taxes increased by $45.6 million, or 164.6%, to $73.3 million, primarily due to increased pre-tax earnings.
The reduction of the effective income tax rate by approximately 1% is mainly attributable to the apportionment of
taxable income amongst the various jurisdictions that have different income tax rates.

Net earnings increased by $99.1 million, or 176.6%, to $155.2 million or $0.77 per share ($0.75 per share on a
diluted basis), compared with $56.1 million or $0.31 per share ($0.30 per share on a diluted basis) in the previous
year.

Net earnings for fiscal 2005 were affected by the following items, which are presented on an after-tax basis:

» the additiona! electronic payment modes related expense in our U.S. markets {primarily resulting from higher
motor fuel retail prices) amounting to approximately $11.5 million {$0.06 per share on a diluted basis).
Including Canada, electronic payment modes related expense increased by approximately $12.1 {($0.06 per
share on a diluted basis);

= the expense of $2.4 million {$0.01 per share on a diluted basis) related to the amended stock-based
compensation accounting policy adopted retroactively this year without restatement of prior year's eamnings.

Internal Controls

We maintain a system of internal controls over financia! reporting designed to safeguard assets and ensure that
financial information is reliable. We undertake ongoing evaluations of the effectiveness of internal controls over
financial reporting and implement control enhancements, when appropriate. As at April 30, 2006, our management
and our external auditors reported that these internal controls were effective. By issuing this report at that date, we
have complied with legal and regulatory requirements prior to the implementation date set for our Company by the
Canadian and American regulatory authorities.

We also maintain a system of disclosure controls and procedures designed to ensure the reliability, completeness and
timeliness of the information we disclose in this MD&A and other public disclosure documents, by taking into account
materiality. Disclosure controls and procedures are designed to ensure that information required to be disclosed by
the Company in reports filed with securities regulatory agencies is recorded and/or disclosed on a timely basis, as
required by law, and is accumulated and communicated to the Company’s management, including its Chief Executive
Officer and its Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure.
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Critical Accounting Policies and Estimates

Estimates. This MD&A is based on Couche-Tard's consolidated financial statements, which have been prepared in
accordance with Canadian GAAP. These principles require us to make certain estimates and assumptions that affect
our financial position and results of operations as reflected in our financial statements. These assumptions and
estimates are based on past events and expectations of future outcomes. On an ongoing basis, management reviews
its estimates, including those relating to supplier rebates, environmental costs and asset retirement obligations based
on available information. These estimates are based on management's best knowledge of current events and actions
that the Company may undertake in the future, Actual results may differ from the estimates.

inventory. Qur inventory is comprised mainly of products purchased for resale including grocery items, tobacco
products, packaged and fresh food products, motor fuel and lottery tickets. Inventories are valued at the lesser of cost
and net realizable value. Cost is generally determined by the retail method for in-store merchandise, the average cost
method for motor fuel inventory and first-in first-out for distribution centres. Inherent in the determination of gross profit
margins are certain management judgments and estimates, which could affect ending inventory valuations and resuits
of operations.

Impairment of Long-lived Assets. We evaluale long-lived assets other than goodwill for indicators of impairment
whenever events or changes in circumstances indicate their carrying value may not be recoverable. Management's
judgments regarding the existence of impairment indicators are based on market conditions and operational
performance. The variability of these factors depends on a number of conditions, including uncertainty about future
events, These factors could cause us to conclude that impairment indicators exist and require that impairment tests be
performed, which could result in determining that the value of certain long-lived assets is impaired, resulting in a write-
down of such long-lived assets.

Goodwill, Trademarks and Licences are evaluated for impairment annually, or more often if events or changes in
circumstances indicate that the value of certain goodwill, trademarks or licences may be impaired. For the purpose of
this impairment test, management uses estimates and assumptions to establish the fair value of its reporting units and
intangible assets. If these assumptions and estimates prove to be incorrect, the carrying value of our goodwill,
trademarks or licenses may be overstated, Our annual impairment test is performed in the first quarter of each fiscal
year.

Environmental Matters. We provide for estimated future site remediation costs to meet government standards for
known site contamination when such costs can be reasonably estimated. Estimates of the anticipated future costs for
remediation activities at such sites are based on our prior experience with remediation sites and consideration of other
factors such as the condition of the site contamination, location of sites and experience with contractors that perform
the environmental assessments and remediation work.

In each of the LJ.S. states in which we operate, except Michigan, lowa, Florida, Texas and Washington State, there is
a state fund to cover the cost of certain rehabilitation and removing of motor fuel tanks. These state funds provide
insurance for motor fuel facilities operations to cover the cost of cleaning up contamination to the environment caused
by the usage of underground motor fuel equipment. Underground motor fuel storage tank registration fees and a
motor fuel tax in each of the states finance the trust funds. We pay the registration fees and remit the sales taxes to
the states where we are a member of the trust fund. Insurance coverage is different in the various states.

Should the estimated future remediation expenditures or state reimbursement amounts change, it could have a
material adverse effect on the financial condition and results of operations.

Income Taxes. Future income tax assets and liabilities are recognized for the future income tax consequences
attributable to temporary differences between the financial statement carrying values of assets and liabilities and their
respective income tax bases. Future income tax assets or liabilities are measured using enacted or substantively
enacted income tax rates expected to apply to taxable income in the years in which those temporary differences are
expected to be recovered or settled. The calculation of current and future income taxes requires management to make
estimates and assumptions and to exercise a certain amount of judgment regarding the financial statement carrying
values of assets and liabilities which are subject to accounting estimates inherent in those balances, the interpretation
of income tax legisiation across various jurisdictions, expectations about future operating results and the timing of
reversal of temporary differences and possible audits of tax fillings by the regulatory authorities. Management believes
it has adequately provided for income taxes based on current available information.

Changes or differences in these estimates or assumptions may result in changes to the current or future income tax

balances on the consolidated balance sheets, a charge or credit to income tax expense in the consolidated statement
of earnings and may result in cash payments or receipts.
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Insurance and Workers' Compensation. We use a combination of insurance, self-insured retention, and self-insurance
for a number of risks including workers' compensation (in certain states), property damage, and general liability
claims. Accruals for loss incidences are made based on our claims experience and actuarial assumptions followed in
the insurance industry. A material revision to our liability could result from a significant change to our claims
experience or the actuarial assumptions of our insurers. Actual losses could differ from accrued amounts. Workers'
compensation is covered by government-imposed insurance in Canada and by third-party insurance in our United
States operations, except in certain states where we are self-insured. With respect to the third-party insurance in the
United States, independent actuarial estimates of the aggregate liabilities for claims incurred serve as a basis for our
share of workers' compensation losses.

Accounting Changes
Non-monetary fransactions

On June 1, 2005, the Canadian Institute of Chartered Accountants {CICA) issued Handbook Section 3831, “Non-
Monetary Transactions”, replacing Section 3830 of the same name. Under these new standards, all non-monetary
transactions initiated in periods beginning on or after January 1, 2006 have to be measured at fair value unfess:

= the transaction lacks commercial substance;

= the transaction is an exchange of a product or property held for sale in the ordinary course of business for a
product or property to be sold in the same line of business to facilitate sales to customers other than the parties to
the exchange;

* neither the fair value of the assets received nor the fair value of the asset given up is reliably measurable; or

= the transaction is a non-monetary, non-reciprocal transfer to owners that represents a spin-off or other form of
restructuring or liquidation.

We adopted these new recommendations both early and prospectively on July 18, 2005. The implementation of these
new recommendations did not have any impact on our financial statements.

Recently Issued Accounting Standards

On January 27, 2005, the CICA Accounting Standards Board (AcSB) issued Section 1530, “Comprehensive Income”,
Section 3855, “Financial Instruments — Recognition and Measurement” and Section 3865, “Hedges”. These new
sections are effective for interim and annual periods beginning after October 1, 2006 and provide comprehensive
requirements for the recognition and measurement of financial instruments, as well as standards on when and how
hedge accounting may be applied. Additionally, these sections introduce a new component of equity referred to as
comprehensive income.

Section 1530 requires companies to disclose comprehensive income, which includes, in addition to net income,
comprehensive income consisting primarily of unrealized gains and losses that bypass the traditional eamings
statement and are recorded directly into shareholders’ equity. The components of other comprehensive income
consist of unrealized gains and losses related to the translation of foreign currency financial statemants, certain
deferred gains and losses from hedging activities, and unrealized gains and losses on certain investment securities.

We do not expect that these new recommendations will have a material impact on our consolidated results of
operations and financial condition.

Business Risks

Increases and volatility in crude oil prices and volatility in wholesale petroleum pricing and supply could affect our
revenues and gross profit. As a result of our expansion in the United States, our motor fuel revenues have become a
greater component of revenues. For the 53-week period ended April 30, 2006, our motor fuel revenues represented
approximately 60% of total revenues and our motor fuel gross profit accounted for approximately 20% of our total
gross profit. Crude oil and domestic wholesale petroleum markets display significant volatility. Since we typically have
no more than a four to five-day supply of motor fuel, we are susceptible to interruptions in the supply of motor fuel at
our facilities, General political conditions and instability in oil producing regions, particularly in the Middle East and
South America, could significantly and adversely affect crude oil supplies and wholesale petroleumn costs. Local supply
interruptions may also occur. For example, in August 2003, a cracked pipeline interrupted the supply of motor fuel to
the greater Phoenix area. In addition, any new standards that the U.S. Environmental Protection Agency may impose
on petroleum refining that would necessitate changes in the refining process could limit the volume of petroleum
products available from refiners in the future. Volatility in wholesale petroleum supply and costs could result in
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significant changes in the retail price of petroleum products and in lower fuel gross margin per gallon or litre. In
addition, changes in the retail price of petroleum products could dampen consumer demand for motor fuel. These
factors could materially influence our motor fuel volume, motor fuel gross profit and overall customer traffic, which, in
turn, could have a material adverse effect on our operating results and financial condition.

The convenience store and retail motor fuel indusiries are highly competitive and affected by new entrants. The
industries and geographic areas in which we operate are highly competitive and marked by ease of entry and constant
change in terms of the number and type of retailers offering the products and services found in our stores. We
compete with other convenience store chains, independent convenience stores, gas station operators, large and small
food retailers, local pharmacies and pharmaceutical chains, discount stores, club stores and mass merchants, many
of which are well-established companies. In recent years, several non-traditional retail segments have entered the
motor fuel retail business, including supermarkets, club stores and mass merchants, and this additional competition
has had a negative impact on motor fuel profit margins in the convenience store industry. These non-traditional motor
fuel retailers have obtained a significant share of the motor fuel market and their market share is expected to grow. In
some of our markets, our competitors have been in existence longer and have greater financial, marketing and other
resources than we do. We may not be able to compete successfully against current and future competitors, and
competitive pressures faced by us could materially and adversely affect our business, results of operations and
financial condition.

We are subject to federal, provincial, state and local environmental laws, and the costs of compliance could require
substantial capital expenditures., Qur operations are subject to a variety of environmental laws and regutations,
including those relating to emissions to the air, discharges into water, releases of hazardous and toxic substances,
and remediation of contaminated sites. Under various federal, provincial, state and local laws and regulations, we
may, as the owner or operator, be liable for the costs of removal or remediation of contamination at our current stores
or our former stores, whether or not we knew of, or were responsible for, the presence of such contamination. in
particular, as an owner and operator of motor fuelling stations, we face risks relating to petroleum product
contamination, which other convenience store operators not engaged in such activites would not face. The
remediation costs and other costs required to clean up or treat contaminated sites could be substantial.

Contamination on and from our current or former stores may subject us to liability to third parties or governmental
authorities for injuries to persons, property or natural resources and may adversety affect our ability to sell or rent our
properties or to borrow money using such properties as collateral.

In the United States, persons who dispose of or arrange for the disposal or treatment of hazardous or toxic
substances away from sites may also be liable for the costs of removal or remediation of such substances at the
disposal sites even if such sites are not owned by such persons. Although we do not typically arrange for the
treatment or disposal of large quantities of hazardous or toxic substances from any location, our current and historic
operation of many stores and the disposal of contaminated soil and groundwater wastes generated during cleanups of
contamination at such stores could expose us to such liability.

We are subject to extensive environmental laws and regulations regulating underground storage tanks and vapour
recovery systems. Compliance with existing and future environmental laws regulating such tanks and systems may
require significant expenditures. In the United States, we pay fees to state “leaking underground storage tank” trust
funds in states where they exist. These state trust funds are expected to pay or reimburse us for remediation
expenses related to contamination associated with underground storage tanks subject to their jurisdiction. Such
payments are always subject to a deductible paid by us, specified per incident caps and specified maximum annual
payments which vary among the funds. As well, such funds may have eligibility requirements, which not all of our sites
will meet. To the extent state funds, or other responsible parties do not pay or delay payments for remediation, we will
be obligated to make these payments, which could materially adversely affect our financial condition and results of
operations. We cannot assure that these funds or responsible third parties are or will continue to remain viable.

The nature of our motor fuel operations and those we acquire present risks of soil and groundwater contamination. In
the future, we may incur substantial expenditures for remediation of contamination that has not been discovered at
existing stores or at stores which we may acquire. We believe that a significant number of our current stores may be
contaminated and expect to discover that contamination through the normal operation of our business in the future.
We regularly monitor our facilities for environmental contamination and take reserves on our financial statements to
cover potential environmental remediation and compliance costs, as we consider appropriate. However, we cannot
assure that the liabilities for which we have taken reserves are the only environmental liabilities relating to our current
and former stores, that material environmental conditions not known to us do not exist, that future laws or regulations
will not impose material environmental liability on us or that our actual environmental liabilities will not exceed our
reserves. In addition, failure to comply with any environmental regulations or an increase in regulations could
materially and adversely affect our operating results and financial condition.
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Future tobacco legisfation, campaigns to discourage smoking, increases in tobacco taxes and wholesale cost
increases of tobacco products could have a material adverse impact on our revenues and profit, Tobacco products
represent our largest product category of merchandise and service revenues. For fiscal year ended April 30, 20086,
revenues of tobacco products were approximately 38% of total ‘merchandise and service revenues. Significant
increases in wholesale cigarette costs and a tax increase on tobacco products, as well as future legislation and
national and local campaigns to discourage smoking in the United States and Canada, may have an adverse effect on
the demand for tobacco products, and therefore reduce our revenues and profits.

Competitive pressures in our markets can make it difficult to pass price increases on to our customers. These factors
could materially and adversely affect our retail price of cigarettes, cigarette unit voelume and revenues, merchandise
gross profit and overall customer fraffic. Because we derive a large percentage of our revenues from tobacco
products, reduced revenues of tobacco products or smaller margins on the revenues we make could have a material
adverse effect on our operating results and financial condition.

Because we depend on the experience and industry knowledge of our management, we would be adversely affected if
members of our management team left us. Our senior management team and the heads of our operating divisions
who are principally responsible for our operations under our decentralized management structure are key elements of
our business operations. Our future success depends on our ability to retain this team. If, for any reason, our senior
executives and divisional vice-presidents do not continue to be active in management, our business, financial
condition or results of operations could be adversely affected. We do not enter into employment agreements or non-
competition agreements with our officers. Although we believe that current management will remain active in the
business and that we will continue to be able to attract and retain other talented personnel and replace key personnel
should the need arise, competition in recruiting replacement personnel could be significant. If we are not successful in
retaining our key personnel or replacing them, our business, financial condition or results of operations could be
adversely affected.

Acquisitions have been a substantial parl, and are expected to continue to be a part, of our growth strategy, which
could expose us to significant business risks. Acquisitions have been a significant part of our growth strategy. We
expect to continue to selectively seek strategic acquisitions in the future. Our ability to consummate and to integrate
effectively any future acquisitions on terms that are favorable to us may be limited by the number of attractive
acquisition targets, internal demands on our resources and, to the extent necessary, our ability to obtain financing on
satisfactory terms for larger acquisitions, if at all. Acquisitions may expose us to additional risks, including:

= difficulties in integrating administrative, financial reporting, operational and information systems and managing
newly-acquired operations and improving their operating efficiency;

= difficulties in maintaining uniform standards, controls, procedures and policies across all of our businesses;,
= entry into markets in which we have little or no direct prior experience;

= difficulties in retaining key employees of the acquired operations;

= disruptions to our ongoing business; and

= diversion of management time and resources.

In addition, future acquisitions could result in the incurrence of additional debt, costs and contingent liabilities. We may
also incur costs and divert management attention for potential acquisitions, which are never consummated. For
acquisitions we do consummate, expected synergies may not materialize. Qur failure to effectively address any of
these issues could adversely affect our results of operations, financial condition and ability to service debt, including
the subordinated debt.

Although we have historically performed a due diligence investigation of the businesses or assets that we acquire and
anticipate continuing to do so for future acquisitions, there may be liabilities of the acquired business or assets that we
fail or are unable to uncover during our due diligence investigation and for which we, as a successor owner, may be
responsible.

When feasible, we seek to minimize the impact of these types of potential liabilities by obtaining indemnities and
warranties from the seller, which may in some instances be supported by deferring payment of a portion of the
purchase price. However, these indemnities and warranties, if obtained, may not fully cover the liabilities because of
their limited scope, amount or duration, the financial resources of the indemnitor or warrantor or other reasons.
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We may experience difficulties in executing key aspects of our business strategy or in differentiating ourselves from
our competitors. The future success of our business is highly dependent upon effectively implementing our business
strategy and differentiating ourselves from our competitors. We may experience difficulties in executing key aspects of
our business strategy. For example, we may be limited in our ability to implement our IMPACT program in additional
stores because of a number of factors, including limited capital expenditure resources and restrictions contained in our
senior credit facility. In addition, our in-store branding strategies may be less successful than we anticipate in
increasing our gross margins. We may be unable to obtain new QSR franchises, and it is possible that our existing
QSR franchises would be cancelled. We may also be less successful than anticipated in achieving volume-purchasing
benefits. Furthermore, we may experience difficulty in differentiating ourselves from our competitors if our competitors
are able to successfully employ business strategies similar to ours or if market conditions or demographics reduce
what we believe to be our competitive advantages.

We are subject to government regulations relating to, among other things, alcohol, tobacco and minimum wage. Our
business and properties are subject to governmental laws and regulations including, but net limited to, employment
laws and regulations, regulations governing the sale of alcohcl and tobacco, minimum wage requirements and other
laws and regulations.

In certain areas where our stores are located, provincial, state or local laws limit the stores' hours of operation or the
sale of alcoholic beverages, tobacco products, possible inhalants and lottery tickets, in particular to minors. Failure to
comply with these laws could adversely affect our revenues and results of operations because these state and local
regulatory agencies have the power to revoke, suspend or deny applications for and renewals of permits and licenses
relating to the sale of these products or to seek other remedies.

Regulations related to wages also affect our business. Any appreciable increase in the statutory minimum wage would
result in an increase in our labor costs and such cost increase, or the penalties for failing to comply with such statutory
minimums, could adversely affect our business, financial condition and results of operations.

Any change in the legislation or regulations described above that is adverse {o us and our properties could affect ocur
operating and financial performance. In addition, new regulations are proposed from time to time which, if adopted,
could have a material adverse effect on our operating results and financial condition.

We are subject to short-term interest rate fluctuations. Since approximately 95% of our long-term debt is directly or
indirectly (through interest rate swaps) based on variable interest rate of no longer than six months in duration, we can
experience interest expense variances solely based on changes in short-term interest rates.

Lawsuits relating to tobacco products. We sell cigarettes and other tobacco-related products at all of our convenience
stores. In addition, we sell brands of cigarettes that are manufactured to be sold by it on an exclusive basis. We are
not currently a named party in any health-related tobacco litigation. However, various health-related legal actions,
proceedings and claims arising out of the sale, distribution, manufacture, development, advertising and marketing of
cigarettes have been brought against vendors of tobacco products and may be instituted against us in the future.
Damages in amounts escalating into the hundreds of millions and even billions of dollars have been pleaded in suils
brought against vendors of cigarettes. An unfavorable verdict against us in any health-related suit could adversely
affect our financial condition and ability to pay interest and principal on our debts. Moreover, we have not established
any reserves for the payment of expenses or adverse results related to any potential health-related litigation.

Changes in regional economic conditions may influence the retail industry, consumer preferences and spending
patterns. Qur revenues may be negalively influenced by changes in regional or local economic variables and
consumer confidence. External factors that affect economic variables and consumer confidence and over which we
exercise no influence include unemployment rates, levels of personal disposable income and regional or local
economic conditions. Changes in economic conditions could adversely affect consumer spending patterns, travel and
tourism in certain of our market areas. Some of our stores are located in coastal, resort or tourist destinations and,
historically, travel and consumer behavior in such markets is more severely affected by weak economic conditions.
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We may be subject to losses that might not be covered in whole or in part by our insurance coverage. We carry
comprehensive liability, fire and extended coverage insurance on most of our facilities, with policy specifications and
insured limits customarily carried in our industry for similar properties. The cost of our insurance policies has
increased recently. In addition, some types of losses, such as losses resulting from wars, acts of terrorism, or natural
disasters, generally are not insured because they are either uninsurable or not economically practical. Moreover,
insurers recently have become more reluctant to insure against these types of events.

Should an uninsured loss or a loss in excess of insured limits occur, we could lose capital invested in that property, as
well as the anticipated future revenues derived from the retailing activities conducted at that property, while remaining
obligated for any mortgage debt or other financial obligations related to the property. Any such loss could adversely
affect our business, results of operations or financial condition.

Acts of war and terrorism could impact our business. Acts of war and terrorism could impact general economic
conditions and the supply and price of crude ¢il. In addition, these events may cause damage to our retail facilities and
disrupt the supply of the products and services we offer in our stores. In times of uncertainty, people also tend to travel
less and spend more time at home. All these factors could impact our revenues, operating results and financial
condition.

Other risks

Motor Fuel Margin risk. With the purchase of Circle K, which has a large component of its business in motor fuel, we
are more sensitive to the changes in the motor fuel gross margin. For example, in fiscal 2006, a change of one cent
per gallon would have resulted in a change of $20.3 miltion in the motor fue! gross profit. Such amount would impact
net earnings by $0.07 per share ($0.06 per share on a diluted basis) for our Company-operated stores in the U.S.

Electronic payment modes related expense risk. The majority of our electronic payment modes related expense is
based on retail prices of motor fuel. We are exposed to significant fluctuations in electronic payment modes related
expense as a result of the large increase in motor fuel selling prices particularly in our U.S. markets. For example,
based on fiscal 20086, for each ten cent increase in the retail sefling price of a gallon of motor fuel, the electronic
payment modes related expense would have increased by approximately $2.1 miltion. In Canada, for each Cdn ten
cent increase in the selling price of a litre of motor fuel, electronic payment modes reiated expense would have
increased by approximately $1.4 million. Such amounts would impact, in the aggregate, net eamings by $0.01 per
share on a diluted basis.

Interest Rate Risk. We are exposed to market risk relating to changes in interest rates relating to our variable rate
debt. We have a significant amount of debt, $516.5 million of which, in effect, bears interest at floating rates, incfuding
the $350.0 million 7.5% Subordinated unsecured debt that is subject to interest rate swaps. Our total annual interest
expense, assuming interest rates as they were in effect on April 30, 2008, would be approximately $41.0 million. A
one-percentage point increase in interest rates would increase our total annual interest expense by $5.2 million or
$0.02 per share on a diluted basis.

Seasonality and natural disasters. Weather conditions can have an impact on our revenues as historical purchase
patterns indicate that our customers increase their transactions and afso purchase higher margin items when weather
conditions are favorable. Consequently, our results are seasonal and typically more profitable during the summer
months. Motor fuel volumes and margins are also seasonal as volumes increase during the summer driving season as
well as margins. Motor fuel margins are subject to fluctuation due to supply changes and can differ from historical
norms. We have operations in the Southeast and Westcoast regions of the United States and although these regions
are generally known for their mild weather, these regions are susceptible to severe storms including hurricanes, like
we experienced in fiscal 2006 and 2005, as well as earthquakes in the Westcoast region and other natural disasters.
We could be alse impacted by other occurrences in these regions such as energy shortages or increase in energy
prices. Consequently, our operating results and cash flow from operations could be adversely affected. Moreover,
since we have decided, during fiscal 2006, not to renew our insurance coverage for material damages related to
hurricanes, such natural disasters could adversely affect our operating results and financial condition.
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Outlook

We had a very successful year in 2006, ending the year in a strong position with $331.5 million in cash, an interest
bearing debt of $524.1 million and total equity of $966.0 million.

We generated net cash from operating activities of $401.5 million while investing $336.9 millien in property and
equipment and small business acquisitions. We believe that our financial strength and the allocation of our financial
resources will form the basis of continued successful implementation of our operating strategies. We will continue to
invest capital in our existing store base with a target in fiscal 2007 of converting approximately 500 stores under our
IMPACT program and adding approximately 100 new store locations through new store development and small
acquisitions. We anticipate that about 50 stores will be closed or converted into affiliated stores, including 28 from the
Circle K store network. As a result, we plan to invest a net amount of approximately $300.0 million in property and
equipment, which is expected to be financed with net cash from operations.

For fiscal 2007, we are optimistic about our opportunities while recognizing that growth in earnings is dependent on
various external factors, including the impact of the foreign exchange rate, motor fuel gross margin and electronic
payment modes related expenses.

We will continue to focus our resources on innovation, including the introduction of new products and services, to
satisfy our customers’ needs.

July 12, 2006
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MANAGEMENT’S REPORT

The consolidated financial statements of Alimentation Couche-Tard Inc. and financial information contained in this Annual
Report are the responsibility of management. This responsibility is based on a judicious choice of accounting procedures
and principles, the application of which requires the informed judgment of management. The consclidated financial
statements were prepared according to generally accepted accounting principles in Canada and were approved by the
Board of Directors. In addition, the financial information included in the Annuat Report is consistent with the consolidated
financial statements.

Alimentation Couche-Tard Inc. maintains accounting and administrative control systems which, in the opinion of
management, ensure reasonable accuracy, relevance and reliability of financial information and well-ordered, efficient
management of the Company's affairs.

The Board of Directors is responsible for approving the consolidated financial statements included in this Annual Report,
primarily through its Audit committee. This Committee, which holds periodic meetings with members of management as
well external auditors, reviewed the consolidated financial statements of Alimentation Couche-Tard Inc. and
recommended their approval to the Board of Directors.

The enclosed consolidated financial statements were audited by Raymond Chabot Grant Thormton LLP, our independent

registered public accounting firm, and their report indicates the extent of their audit and their opinion on the consolidated
financial statements.

Alain Bouchard Richard Fertin
Chairman of the Board, Executive Vice-President
president and Chief Executive Officer and Chief Financial Officer

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareholiders of
Alimentation Couche-Tard Inc.

We have audited the consolidated balance sheets of Alimentation Couche-Tard Inc. as at April 30, 2006 and April 24,
2005 and the consolidated statements of eamings, contributed surplus, retained eamings and cash flows for each of the
years in the three-year period ended Apnl 30, 2006. These financial statements are the responsibility of the Company's
management, Our responsibility is to express an apinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards and the standards of the
Public Company Accounting Oversight Board {United States). Those standards require that we plan and perform an audit
to obtain reasonable assurance whether the financial statements are free of material misstaternent. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We betlieve that our audits provide a reasonable basis for our opinion.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the

Company as at April 30, 2006 and April 24, 2005 and the results of its operations and its cash flows for each of the years
in the three-year period ended April 30, 2006 in accordance with Canadian generally accepted accounting principles.
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We also have audited, in accordance with the Standards of the Public Company Accounting Oversight Board (United
States), the effectiveness of Alimentation Couche-Tard Inc.'s internal control over financial reporting as at April 30, 2006,
based on criteria established in Intemal Control - Integrated Framework issued by the Commitiee of Sponsoring
Organizations of the Treadway Commission (COSQO) and our report dated June 14, 2006 expressed an unqualified
opinion on management’s assessment of the effectiveness of internal control over financial reporting and an unqualified
opinion on the effectiveness of internal control over financial reporting.

Sl bt Gror st Thooriiton LLP

Chartered Accountants

Montreal, Canada
June 14, 2006

MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Qur management is responsible for establishing and maintaining adequate internal control over financial reporting, as
such term is defined in Rule 13a-15(f) under the Secuniies Exchange Act of 1934, for Alimentation Couche-Tard Inc.
Although under Rule 13a-15(c) under the Securities Exchange Act of 1934, we would not be required to carry out an
evaluation of the effectiveness of our intemal control over financial reporting until required by law and regulation, we have
voluntarily carried out such an evaluation, with the participation of our chief executive officer and chief financial officer, as
of the end of the latest fiscal year ended April 30, 2006, The framework on which such evaluation was based is contained
in the report entitled Internal Control integrated - Framework issued by the Committee of Sponscring Organizations of the
Treadway Commission (COSQ). This evaluation included review of the documentation of controls, evaluation of the
design effectiveness of controls, testing of the operating effectiveness of controts and a conclusion on this evaluation.
Although there are inherent limitations in the effectiveness of any system of internal control over financial reporting,
based on our evaluation, we have concluded that our internal control over financial reporting was effective as of April 30,
20086.

Raymond Chabot Grant Thornton LLP, our independent registered public accounting firm, has issued an attestation
report on management's assessment of internal control over financial reporting for Alimentation Couche-Tard Inc. as of
April 30, 2006, which is included herein.

Alain Bouchard Richard Fortin
Chairman, President and Chief Executive Officer Executive Vice-President and Chief Financial Officer

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON INTERNAL

CONTROL OVER FINANCIAL REPORTING
To the Shareholders of
Alimentation Couche-Tard Inc.

We have audited management's assessment, included in the accompanying Management’s Report on Internal Control
Over Financial Reporting, that Alimentation Couche-Tard Inc. maintained effective internal control over financial
reporting as of April 30, 2006, based on the criteria established in Internal Control—Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission (COS0O). Alimentation Couche-Tard Inc.'s
management is responsible for maintaining effective internal control over financial reporting and for its assessment of
the effectiveness of internal control over financial reporting. Our responsibility is to express an opinion on
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management's assessment and an opinion on the effectiveness of the Company's internal control over financial
reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
effective internal control over financial reporting was maintained in all material respects. Qur audit included obtaining
an understanding of internal control over financial reporting, evaluating management's assessment, testing and
evaluating the design and operating effectiveness of internal control, and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinions.

A company's internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company's internal control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect
the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions
are recorded as necessary to permit preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the company are being made only in accordance with
authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company's assets that could have
a material effect on the financial statements,

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

In our opinion, management's assessment that Alimentation Couche-Tard Inc. maintained effective internal control
over financial reporting as of April 30, 2006, is fairly stated, in all material respects, based on the criteria established in
Intemmal Control—Integrated Framework issued by the Commitiee of Sponsoring Organizations of the Treadway
Commission {COSO). Alsc in our opinion, Alimentation Couche-Tard Inc. maintained, in all material respects, effective
internal control over financial reporting as of April 30, 2006, based on the criteria established in Internal Control—
Integrated Framework issued by the Committee of Sponsoring Crganizations of the Treadway Commission (COSO).

We have also audited, in accordance with Canadian generally accepted auditing standards and the standards of the
Public Company Accounting Oversight Board (United States), the consolidated balance sheets of Alimentation
Couche-Tard Inc. as of April 30, 2006 and April 24, 2005 and the consclidated statements of earnings, contributed
surplus, retained earnings and cash flows for each cf the years in the three-year period ended April 30, 2006 and our
report dated June 14, 2006 expressed an unqualified audit opinion on those consolidated financial statements.

QMJM.&ML?W LLP

Montréal, Canada
June 14, 2006
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CONSOLIDATED STATEMENTS OF EARNINGS

For the years ended April 30, 2006, April 24, 2005 and April 25, 2004
{in millions of US dollars (Note 2), except per share amounts)

2006 2005 2004
{53 weeks) (52 weeks) (52 weeaks)
rastated (Note 3)
$ ] L
Revenues 10,157.3 8,036.8 4,395.3
Cost of sales 8,365.8 6,479.0 3,480.8
Gross profit 1,791.5 1,557.8 914.5
Operating, selling, administrative and general expenses 1,352.9 1,214.7 740.3
Depraciation and amortization of property and equipment and other assets
{Note 6) 106.9 83.9 57.7
1,459.8 1,298.6 798.0
Operating income 331.7 259.2 116.5
Financial expenses (Note 6) 34.0 30.7 23.5
Eamings before income taxes and write-off of financing costs 297.7 228.5 93.0
Write-off of financing costs (Note 16} - - 9.2
Earmnings before income taxes 297.7 228.5 83.8
Income taxes (Note 7) 101.5 73.3 27.7
Net earnings 196.2 155.2 56.1
Net eamnings per share (Nole 8)
Basic 0.97 0.77 0.3
Diluted 0.94 0.75 0.30
CONSOLIDATED STATEMENTS OF CONTRIBUTED SURPLUS
For the years ended April 30, 2006, April 24, 2005 and April 25, 2004
(in millions of LS doltars (Note 2))
2008 2005 2004
{53 weeks) (52 weeks) (52 weeks}
restated (Noie 3)
$ $ $
Balance, beginning of year, as previously reported 5.6 0.8 0.8
Impact of change in accounting for stock options (Note 3} - 2.4 -
Balance, baginning of year, as restated 56 32 0.8
Stock-based compensation (Note 19} 3.8 25 -
Fair value of stock options exercised - (0.1} -
Batance, end of year 9.4 586 0.8
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS
For the years ended April 30, 2008, April 24, 2005 and April 25, 2004
(in millions of US dollars (Note 2)}
2006 2005 2004
(53 weeks) (52 weeks} {52 weeks}
restated (Note 3}
$ 3 $
Balance, beginning of year, as previousty reported 317.5 164.7 110.2
Impact of change in accounting for stock options, without restatement
{Note 3} - (2.4) -
375 162.3 110.2
Net earnings 196.2 155.2 56.1
513.7 317.5 166.3
Dividends (8.7) - -
Share issue expanses (net of future income taxes of $0.8) - - 1.6
Balance, end of year 505.0 317.5 184.7
“ including the accounting changes done with restatement {(Note 3),
The accompanying notes are an integral part of the consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

For the years ended April 30, 2006, April 24, 2005 and April 25, 2004
(in millions of US dollars {Note 2))

2006 2005 2004
{53 weeks) (52 weeks) {52 weeks)
rastated (Note 3)
$ ] $
Operating activities
Net earnings 196.2 155.2 56.1
Adjustments to reconcile net earnings to net cash provided by operating
activities
Depreciation and amortization of property and eguipment and other
assets, net of amortization of deferred credits 99.2 75.0 519
Future income taxes 268 26.4 {12.8)
Loss on disposal of property and equipment and other assets 21 1.7 25
Write-off of financing costs - - 9.2
Deferred credits 15.2 13.5 9.1
Other 4.8 (1.7) (0.1}
Changes in non-cash working capital (Note 9) 57.2 48.0 118.8
Net cash provided by operating activities 401.5 3161 234.7
Investing activities
Purchase of praparty and equipment {245.3) {(182.8) {85.6)
Business acquisitions (Note 5) (91.6) (69.8) (772.5)
Proceeds from sale and leaseback transactions 36.2 19.9 2841
Temporary investments {21.0) - -
Proceeds from disposal of property and equipment and other assets 15.9 20.5 39
Increase in cther assets (7.0} 6.5) (2.4}
Liabilities assumed on business acquisitions (4.0} (5.1) {1.7)
Net cash used In Investing activities (316.8) (223.6) (574.2)
Financing activities
Dividends paid {8.7) - -
Repayment of long-term debt 16.9) {€.3) {557.9}
Issuance of shares, net of share issue expenses 0.2 9.3 169.0
Increase in long-term deblt, net of financing costs - 0.2 846.9
Net cash provided by (used in) financing activities {15.4) 3.2 458.0
Effect of exchange rate fluciuations on ¢ash and cash equivalents 9.5 32 19
Net increase in cash and cash equivalents 78.8 98.9 120.4
Cash and cash equivalents, beginning of year 252.7 153.8 334
Cash and cash equivalents, end of year 331.5 252.7 153.8

The accompanying notes are an integral part of the consolidated financial statements.
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CONSOLIDATED BALANCE SHEETS

as at Apnl 30, 2006 and April 24, 2005
(in millions of LS dollars (Note 2))

2006 2005
$ $
Assets
Current assets
Cash and cash equivalents 3318 252.7
Temporary investments 214 -
Accounts receivable (Note 10) 153.0 108.7
Income taxes receivable 07 316
Inventories (Note 11) 3223 295.4
Prepaid expenses 15.2 10.0
Future income taxes (Note 7) 18.9 17.2
863.0 716.6
Property and equipment {Note 12} 1,014.1 B812.0
Goodwill 245.8 224.9
Trademarks and licenses 175.4 1725
Other assets {Note 13) . 703 88.1
Future income taxes (Nole 7) 0.6 16
2,369.2 1,995.7
Liabilities
Current liabilities
Accounts payable and accrued liabilities (Note 15) 681.8 609.6
Current portion of long-term debt (Note 16) 8.0 7.0
Future income taxes {Note 7) 0.1 0.1
689.9 616.7
Long-term debt (Note 16) 516.1 523.9
Deferred cradits and other liabilities (Note 17) 127.2 89.5
Future income taxes (Note 7) 70.0 32.3
1,403.2 1,262.5
Shareholders’ equity
Capital stock (Note 18) B0 350.8
Contributed surplus 9.4 56
Retained earnings 505.0 317.5
Cumulative translation adjustments 100.6 59.3
966.0 733.2
2,369.2 1,995.7

The accompanying notes are an integral part of the consolidated financial statements.

On behalf of the Board,

et -
Alain Bouchard Richard Fortin
Director Director
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the years ended April 30, 20086, April 24, 2005 and April 25, 2004
{in millions of US dollars, except share and stock option data)

1. Governing statutes and nature of operations

Alimentation Couche-Tard Inc. {the Company) is incorporated under the Companies Act {Quebec).

The Company owns and licenses 4,983 convenience stores across North America of which 3,632 are Company-operatad and generates income primarily
from the sales of tobacco products, grocery items, beverages, fresh food offerings, including quick service restaurants, motor fuef and other products and
sarvices.

2. Basis of presentation -

Year end date

The Company's year end is the last Sunday of April of each year. For comparative purposes, the years ended April 30, 2006, April 24, 2005 and
April 25, 2004 are referred to as 2006, 2005 and 2004. The year ended April 30, 2006 has 53 weeks (52 weeks in 2005 and 2004).

Basis of presentation
The consolidated financial statements have been prepared in accordance with Canadian generally accepted accounting principles {Canadian GAAP),
Change in reporting currency

As at April 25, 2005, the Company has changed its reporting currency from Canadian dollars to US dollars to provide more relevant information considering
its predominant operations in the United States and its US dollar denominated debt. For comparative purposes, historical consolidated financial staternents
and notes have been restated into US dollars using the curent rate method. The functional currencies of the Company and each of its subsidiaries remained
unchanged.

3. Accounting changes

2006
Non-monetary transactions

On June 1, 2005, the Canadian Institute of Chartered Accountants (CICA) issued Handbook Section 3831, "Non-Monetary Transactions™, replacing Section
3830 of the same name. Under these new standands, all non-monetary transactions initiated in periods beginning on or after January 1, 2006 have to be
measured at fair value unless:

* the transaction lacks commercial substance;

= the transaction is an exchange of a product or property held for sale in the ordinary course of business for a product or property to be sold in the
same line of business to facilitate sales to customers other than the parties to the exchange:

= neither the fair value of the assets received nor the fair value of the asset given up is reliably measurable; or

*  the transaction is a non-monetary, non-reciprocat transfer to owners that represents a spin-off or other form of restructuring or liquidation.

The Company adopted these new racommendations both earty and prospectively on July 18, 2005, The implementation of these new recommendations did
not have a material impact on the Company's consolidated financial statements.

2005

Accounting for property and equipment and lease accounting

During 2005, the Company undertook a review of its depreciation and amortization policies for all of its property and equipment and of its lease accounting
policies. Previously, the Company used tha decreasing charge method at various rates to calculate depreciation, except for Circle K where the straightine
method was used. In addition, leasehold improvements were amortized over the shorter of the term of the lease plus renewal periods or their useful lives and
rent expense was recorded over the committed lease period and did not take into account future rent escalations included in the lease term.

As a result of the review and an in depth study of the useful lives of its property and equipment, the Company decided to change its accounting palicy for
depreciation and amortization of property and equipmant to use the straight-ine method throughout the Company. This method is more representative of the
actual usefu! lives of the assets and provides uniformity within the Company. This change has been applied retroactively and prior years consolidated
financial statements have been restated.

Following a review of its lease accounting policies and the relevant accounting literature, the Company has determined it should amortize its leasehold
improvaments over the shorter of their useful lives or the lease term. Moreover, the Company decided it should record lease expense using the straight-line
mathod. Accordingly, the Company has restated praviously reported consolidated financial staternents to reflect these changes.

The impact of those changes as of April 25, 2004 is a decrease in properly and equipment of $10.0, an increase in net future income 1ax assets of $6.5, an
increase in accounts payable and accrued liabilities of $0.6, an increase in deferred credits and other liabilities of $8.1, a reduction in retained eamings of
$11.5 and a decrease in the cumulative translation adjustments balance of $0.7.

Far 2005, the impact of those changes resulted in a $1.7 increase of the dopreciation expense ($1.6 in 2004), a $3.5 increase in lsase expense ($1.9 in
2004) and in a $3.7 dacrease in net eamings ($2.7 in 2004). The impact on diluted net eamings per share is a decrease of $0.02 in 2005 and $0.01 in 2004.
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3. Accounting changes (continued)

Consolidation of variable interest entities

During 2003, the Company adopted the CICA Accounting Guideline No.15 {AcG-15) “Consolidation of Variable tnterest Entities™ (VIEs) that came into effect
Novemnber 1, 2004. This guideline clarifies and addresses the application of consclidation guidance to those entities defined as VIEs, which are entities that
are subject to control on a basis other than voling interests. Such entities should be consolidated by the primary beneficiary, which is the entity that will
absorb a majority of the VIE's expected losses or will receive a majority of its expected residual retums, or both.

The implementation of this guideline did not have any material impact on the Company’s consolidated financial statements.
Asset retirement obligations

During 2008, the Company adopted the new CICA Handbook Section 3110, “Asset Retirement Obligations”, which establishes standards for the recognition,
measurement and disclosure of legal obligations associated with the costs to retire long-lived assets. Accordingly, under the new standard, the fair value of
the future retirement costs of the Company’s underground motor fuel storage tanks is recorded as a liability on a discounted basis when it is incurred and an
equivalent amount is capitalized to property and equipment. The initial recorded obligation, which has been discounted using the Company’s credit-adjusted
risk free-rate, will be reviewed periodically to reflect the passage of time and changes in the estimated future costs underlying the obligation. The Company
amortizes the initial amount capitalized to property and equipment and recognizes accretion expense in connection with the discounted liability over the
estimated remaining useful life of the underground motor fuel storage tanks.

The new standard has been applied retroactively and consalidated financial statements of the prior periods have been restated. The impact of this change
as of April 25, 2004 is an increase in property and equipment of $12.9, an increase in asse! retirement obligations of $15.9, an increase in net future income
tax assets of $1.3 and a reduction in retained eamings of $1.7.

For 2005 and 2004, the impact on net eamings is a decrease of $1.8 and $0.3, respectively (a decrease of $0.01 per share on a diluted basis in 2005 and nil
in 2004).

Stock-based compensation and other stock-based payments

Effective April 26, 2004, the Company adopted the amended recormmendations of the CICA relating to Section 3870, “Stock-based Compensation and Other
Stnck-based Payments”. These amendments require that stock-based compensation costs be measured at the grant date of the award based on the fair
value method for all transactions entered into for years beginning on or afler January 1, 2002. The Company chose to apply these amendments retroactively,
without restating prior periods, for stock options granted since April 29, 2002, The fair value of the stock options is recognized over the vesting period as
compensation expense with a corresponding increase in contributed surplus. When stock options are exercised, the coresponding contributed surplus is
transferred to capital stock.

Prior to April 28, 2002, the Company recorded no compensation cost for its stock oplions granted to employees but provided, in its notes to the consolidated
financial statements, pro forma disclosures of net eamings and net eamings per share as if the fair value based method of accounting had been applied.

The retroactive treatment of these recommendations resulted in a decrease of $2.4 in opening retained eamings with a corresponding increass in contributed
surplus {see Note 19).

Recording of certain consideration received from a vendor

On January 31, 2005, the Company adopted both early and retroactively the amended recommendations of the Emerging Issues Committee of the CICA
relating to the third topic of Abstract 144 (EiC-144), *Accounting by a Customer {Including a Resefler) for Certain Consideration Received From a Vendor”.
These amendments address the recognition, measurement and disclosure requirements for vendor rebates and state that those rebates must be recognized
when probable and reasonably estimable. Therefore, vendor rebates recognized in eamings and for which the full requirements for entilement have not yet
been met would be disclosed, The implamentation of these new recommendations did not have any material impact on the Company's consolidated financial
staternants.

Generally accepted accounting principles

In July 2003, tha CICA issued Handbook Section 1100, "Generally Accepted Accounting Principles”, which establishes standards for financial reporting in
accordance with Canadian GAAP and provides guidance on sources to consult when selecting accounting policies and datermining appropriate disclosures
when a matter is not dealt with explicitly in the primary sources of Canadian GAAP. The application of these new standards was done prospectively starting
on April 26, 2004 and had no materia! impact on the Company's consolidated financial statements, except for the lease accounting described above.

2004

Recording of certain consideration received from a vendor

In January 2004, the Emerging Issues Committes of the CICA released EIC-144, *Accounting by a Customer (Including a Reseller) for Certain Consideration
Received From a Vendor®. Under this new standard, certain cash consideration received from a vendor should be considerad as an adjustment of the prices
of the vendor's products, and therefore should be characterized as a reduction of cost of sales and related inventories when recognized in the financial
statements. Certain exceptions apply if the consideration is a payment for assets or services delivered to the vendor or for reimburserment of selling costs
incurred to promote the vendor's products, provided that certain conditions are met.

The Company adopled these new recommendations both early and retroactively on January 30, 2004 and consolidated financial statements from prior years
have been restated.

For the year ended April 25, 2004, application of EIC-144 resufted In a $0.7 increase in the cost of goods sold and a decrease in net eamings of $0.5.
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3. Accounting changes (continued)

Impairment of long-lived assets

in December 2002, the CiCA issued Handbook Section 3063 entited “Impairment of Long-lived Assets”. This section sets out standards for recognizing,
measuring and reporting the impaimment of longived assets. It supersedes the write-down provisions indluded in Section 3061, *Property, Plant and
Equipment”, This new section requires that the Company recognizes an impairment loss for long-lived assets to be kept and used when events or changes in
circumstances result in their carrying amount exceeding the sum of the undiscounted cash flows expected to result from their use and eventual disposal. The
impairmant loss is equivalent to the amount by which the assets’ carrying amount exceeds its fair value.

This medification of accounting principles was applied prospectively beginning April 28, 2003 and had no material impact on the camrying amount of the
Company's longived assets.

Guarantees

In February 2003, the CICA issued Accounting Guideline No. 14 (AcG-14), "Disclosure of Guarantees”. This guideline provides information related to
financial statements disclosures to be provided under certain guarantees. The Company adopted these new recommendations as at April 28, 2003.

A guarantes Is defined as a contract or an indemnification agreement contingently requiring a company to make payments to a third party based on future
avents. These payments are contingent on either changes in an undertying or other variables that are related to an assaet, liability, or an equity security of the
indemnified party or the failure of another entity to perform under an obligating agreement. It could also be an indirect guarantee of the indebtedness of
another party.

4. Accounting policies

Accounting estimates

The preparation of consolidated financial statements in accordance with Canadian GAAP requires management to make estimates and assumptions that
affect the amounts raported in the consolidated financial statements and accompanying notes. On an ongoing basis, management reviews its estimates,
including those relating to supplier rebates, anvironmental costs and asset retirement gbligations based on available information. These estimates are based
on management's best knowledge of current events and actions that the Company may undertake in the future. Actual results could differ from those
estimates.

Principles of consolidation

The consoclidated financial statements include the accounts of the Company and of its subsidiaries, all of which are wholly owned.

Foreign currency translation

The non-consolidated financial statements of the Company and its subsidiaries are prepared based on their respective functional currencies, which is
US dollar for US operations and Canadian doflar for Canadian operations and corporate activities.

As a result, in the Company’s consolidated financial statements, the Canadian and corporate operations are translated into US dollars using the current rate
method. Under this method, assets and liabilities are translated using the exchange rate in effect at the balance sheet date. Revenues and expenses are
translated at the average rate in effect during the year. Gains and losses are included in Cumnulative translation adjustmants account in the Shareholders’

aquity.

" Net earnings per share

Basic et eamings per share is calculated by dividing the net eamings available to Class A and Class B shareholders by the weighted average number of
Class A and Class B shares outstanding during the year. Diluted net eamings per share is calculated using the treasury stock method and takes into account
the dilutive effect of stock options and warrants.

Revenue recognition

For its two major product categories, merchandise and motor fusl, the Company recognizes revenue at the point of sale. Merchandise sales are comprised
primarily of the sale of tobacco products, grocery items, candy and snacks, beverages, beer, wine, fresh food offerings, including quick service restaurants,
and services.

Services revenues include the commission on sale of lottery tickets and issuance of money orders, fees from automatic tefler machines, sales of calling cards
and gift cards, fees for cashing cheques, sales of postage stamps and bus tickets and car wash revenues. These revenues are recognized at the time of

transaction in stores. Services revenues also include franchise and license fees, which are recognized in revenues over the period of the agreement to which
the fees relate and royalties from franchisees and licensees, which are recognized periodically based on sales reporied by franchise and licence operators.

Operating, selling, administrative and general expenses

The main items comprising Operating, selling, administrative and general expenses are labour, building occupancy costs and overhead and include
advertising expenses that are charged as incurred in the amount of $26.8 in 20086, $21.6 in 2005 and $13.8 in 2004.

Self-insurance

In the United States, the Company is self-insured for certain losses related to general liability and workers’ compensation. The expected ultimate cost for
claims incurred as of the balance sheet date is not discounted and is recognized as a liability. This cos! is estimated based upon analysis of the Company's
historical data and aciuarial estimates.
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4. Accounting policies (continued)

Cash and cash equivalents

Cash includes cash and demand daposits. Cash equivalents include highly liquid investments that can be converted into cash for a fixed amount and that
mature less than three months from the date of acquisition.

Temporary investments

Temporary investments are comprised of securities that have maturities of more than three months and are valued at lower of cost and fair value.
Inventories

Inventories are valued at the lesser of cost and net realizable value. Cost of merchandise - distribution centres is determined according to the first-in first-out
method, the cost of merchandise - retail is valued based on the retail price less a normal margin and the cost of motor fuel inventory is determined according
to the average cost method.

Vendor rebates

The Company records cash received from vendors related to vendor rebates as a reduction in the price of the vendors’ products and reflacts them as a
reduction of costs of sales and related inventory in its consolidated statements of eamings and balance sheets when those rebates satisfy the recognition
criteria.

Income taxes

The Company uses the liability method to account for income taxes. Under this method, future income tax assets and liabilities are determined based on
differences between the carrying amounts and tax bases of assets and liabilities using enacted or substantively enacted tax rates and laws at the date of the
consolidated financial statements for the years in which the temporary differences are expected 10 reverse. A valuation allowance is recognized to the extent
that it is mere likely than not that all of the future income tax assets will not be realized.

Depreciation and amortization

Property and equipment are stated at cost and depreciated over their estimated usefu lives using the straight-ine method based on the following periods:

Buildings 3 to 40 years
Equipment 3 to 30 years
Buildings under capital leases Lease term

Leasehold improvements and property and equipment on leased properties are amortized and depreciated over the lesser of their useful lives and the term
of the lease.

Rent expense

Rent expense Is recognized In eamings using the straight-ine method.

Goodwill

Goodwill is the excess of the cost of an acquired business over the fair vatue of underlying net assets acquired from the business at the time of acquisition.
Goodwill is not amortized. It is rather tested for impairment annually, or more frequently should avents or changes in circumstances indicate that it might be
impaired. Should the camying amount of a reporting unit's goodwill exceed its fair value, an impairment loss would be recognized.

Trademarks and licenses

Trademarks and licenses have indefinite lives, are recorded at cost and are not amortized; rather, they are tested for impairment annually, or more
frequently, should evenis or circumstances indicate that the assets might be impaired. Should the carrying amount of a frademark or license exceed its fair
value, an impairment loss in the amount of the excass would be racognized.

Other assets

Other assets include deferred charges, environmental costs receivable, accrued pension benefit asset and deposits.

Deferred charges are mainly financing costs amortized using the effective interest rate method over the pefiod of the comesponding debt. Deferred charges

also include expenses incurred in connection with the analysis and signing of operating leases which are deferred and amortized on a straight-ine basis over
the lease term, Other deferred charges are amortized on a straight-line basis over periods of five to seven years.
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4. Accounting policies (continued)

Employee future benefits

The Company accrues its obligations under employee pension plans and the relaled costs, net of plan assets. The Company has adopted the foliowing
policies with respect to the defined benefit plans:

* the accrued benefit obligations and the cost of pension benefits eamed by active employees are actuariafly determined using the projected
banefit method prorated on service and pension expense is recorded in income as the services are rendered by active employees. The
calculations reflect management's best estimate of expected plan investment performance, salary escalation and retirement ages of employees;

» for the purpose of calculating the expected retum on plan assets, those assets are valued at fair value;

= actuarial gains (losses) arise from the difference between actual long-term rate of retum on plan assets for a period and the expected long-term
rate of retum on plan assets for that period or from changes in actuarial assumptions used to determine the accrued benefit obligation. The
excess of the net actuarial gain (lass) aver 10% of the greater of the benefit obligation and fair value of plan assets is amortized over the average
remaining service period of active employees. The average remaining service period of the active employees cavered by the pension plans is 10
years,

= on May 1, 2000, the Company adoptad the new accounting standard on employee future benefits using the prospective application method. The
Company is amertizing the transitional asset on a straight-ine basis over 11 years, which was the average remaining service period of
employees expected to receive benefits under the benefit plan as of May 1, 2000;

*  pastservice costs are amortized on a straight-line basis over the average remaining service period of active employees.

The pension costs recorded in eamings for the defined contribution plan is equivalent to the contribution which the Company is required to pay in exchange
for services provided by the employees.

Environmental costs

The Company provides for estimated future site remediation costs to meet government standards for known site contaminations when such costs can be
reasonably estimated. Estimates of the anticipated future costs for remediation activities at such sites are based on the Company’s prior experience with
remediation sites and consideration of other factors such as the condition of the site contamination, location of sites and experience with contractors that
perform the environmental assessments and remadiation work.

Hedging and derivative financial instruments

The Company uses derivalive financial instruments by way of interest rate swaps to manage cument and forecast risks related to interest rate fluctuations
associated with the Company’s subordinated unsecured debt. The Company does not use freestanding derivative financial instruments for trading or

speculative purposes.

The Company formally documents and designates each derivative financial instrument as a hedge of its subordinated unsecured debt. The Company
determines that derivative financial instruments are effective hedges, at the time of the establishment of the hedge and for the duration of the instrument,
since the date to maturity, the reference amount and interest rate of the instruments commespond to all the conditions of the debt.

The Company uses interest rate swaps as part of its program for managing the combination of fixed and vanable interest rates of its debt and the
comesponding aggregate cost of borrowing. Interest rate swaps involve an exchange of interest payments without an exchange of principal underlying the
interest payments. They are accounted for as an adjustment of accrued interest expense on the debt instruments. The comesponding amount to be paid to
counterparties or 1o be received from counterparties is accounted for as an adjustment of accrued interest.

In the case of an early termination of one of the interest swap agreements or if the hedge ceases to be effectiva prior to maturity, any realized and unrealized
gains or losses would be recorded on the balance sheet and amortized to consolidated statements of earnings over the remaining term of the related hedged
debt. In the event of earty extinguishment of the debt, any realized or unrealized gains or losses related to the swap would be recognized in the consolidated
statements of eamings at the time of the extinguishment of the debt.

The Company has also designated its entire US dollars denominated long-term debt as a foreign exchange hedge of its net investment in its U.S. self-
sustaining subsidiaries. Accordingly, comesponding foreign exchange gains and losses are recorded in cumulative translation adjustments account in the
shareholders’ equity to offset the foreign currency translation adjustments on the investments,

5. Business acquisitions

The Company has made the following business acquisitions that were accounted for using the purchase method. Eamings from the businesses acquired are
included in the consolidated statements of eamings from their respective dates of acquisition.

2006
During the year, the Company made the following business acquisitions:

= effective March 14, 2006: purchase of 34 Company-operated stores and 19 affiliated stores, all operating under the Shell banner in the
Indianapolis area of Indiana, United States, from Shell Oil Products US. At the closing date, two Company-operated stores were closed;

= eflective December 14, 2005: purchase of 16 Company-operated stores operating under the Winners banner in New Mexico, United States, from
Conway Qil Company and Conway Real Estate Company;

* effective December 8, 2005: purchase of 18 Company-operated stores and 8 affiliated stores, all operating under the BP banner in the Memphis
area of Tennessee, United States, from BP Products North America, Inc.,;

* effectiva November 3, 2005: purchase of seven Company-operated stores operating under the Fue! Mart banner in Ohio, United States, from
Ports Petroleum Co.
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5. Business acquisitions (continued)

These four acquisitions were setlled for a total cash consideration of $91.6, financed from the Company's available cash. The net assets acquired included
working capital of $4.6, property and equipment of $81 .4, goodwill of $3.9, trademarks and licences of $2.0, other assets of $1.3 and deferred credits and
other liabilities of $1.6, Most of the goodwill related to these transactions is deductible for tax purposes.

2005

Changes to the purchase price allocation

During 2005, tha Company finalized the allocation of the purchasa prica related 1o the acquisition of The Circle K Corporation on December 17, 2003. The
final allocation resutted in an increase in property and equipment of $16.5 and an increase in asset retiremant obligations of $15.2 mainly due to a change in
the estimate of the asset retirement obligations and an increase in trademarks and licenses of $12.9 based on an extenal valuation of trademarks.

In addition, the final allocation resulted in an increase in net working capital of $1.6, an increase in other assets of $1.3 and a decrease in net future income
tax asset of $17.1. The preliminary allocation of the purchase price is described below,

Acquisitions
During 2005, the Company made the follewing business acquisitions:

= in April 2005; purchase of nine sites operating under the Thomton and Pit Stop banners in the Midwest region of United States, from
Thomton Inc. and Broadus Ol Corporation of illincis Inc.;

= effective February 2, 2005: purchase of 19 sites operating under the Pump N Shop banner in the Augusta, Georgia area, United States, from
QVS Inc. and Brosious & Holt Properties LLC;

«  effective November 3, 2004: purchase of 21 sites in the Phoenix, Arizona area, United States, from Shell Oll Products US.

These three acquisitions were setled for a total cash consideration of $69.6 financed from the Company’s available cash. The net assets acquired included
working capital of $3.3, property and equipment of $64.0 and goodwill of $2.3. Most of the goodwill related to these transactions is deductible for tax
purposes.

2004

On December 17, 2003, the Company acquired all of the outstanding shares of Circle K from ConocoPhillips Company. The assets included a chain of
1,663 stores in 16 U.S, states, mainly in the southemm United States. At the acquisition date, Circle K also held franchise or licensing agreements with another
627 stores in the U.S. and 4,003 international licenses agreements.

This acquisition was made for a total cash consideration of $831.8, including acquisition costs and amounts payable in accordance with a price adjustment
clause, based on the working capital acquired. The acquisition was financed by issuing 27,111,076 new Class B subordinate voting shares (see Note 18)
and by issuing new dabt.

On September 4, 2003, the Company concluded the acquisition of assets of Clark Retail Enterprises Inc. {Clark) including 43 stores in the states of llinois,
Indiana, lowa, Michigan and Ohio. This acquisition was made for a total cash consideration of $29.9, including acquisition costs. The transaction was
financed by using the Company's existing credit facilities. Most of the goodwill related to this transaction is deductible for tax purposes.

The pretiminary allocations of the purchase prices of the acquisitions were as follows:

Cirde K Clark Total

$ $ $

Current assets 2373 35 2408
Property and equipment 5878 218 609.4
Goodwill - 53 5.3
Trademarks, licenses and other assets 159.2 - 159.2
Future income taxes 279 0.1 28.0
1,012.0 307 1,042.7

Current liabilities assumed 164.7 0.4 165.1
Long-term debt assumed 6.7 . 6.7
Deferred credits and cther liabilities assumed 8.8 0.4 9.2
180.2 0.8 181.0

Net assets and total consideration 831.8 299 861.7
Less: cash from the acquisition 80.6 - 80.6
Net assets excluding cash from the acguisition 751.2 299 781.1
Less: balance to be paid to vendors 8.6 - 8.6
Cash consideration 742.6 29.9 772.5

Subsequent to the acquisitions of Circle K and Clark, the Company entered into sale and leaseback agreements under which certain property and equipment
acquired were sold to financial institutions and re-leased to the Company under long-term leases. Most of these long-term leases are for periods of 15 to
17 years, with the possibility of renewal. These transactions did not result in any gains or losses for the Company. Proceeds related to these transactions
amounted to $267.7, net of related expenses.
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6. Information included in the consolidated statements of earnings

Depreciation and amortization
Property and equipment
Other assets

Financial expenses
Interest on long-term debt

Amortization of deferred financing costs

Interest on shori-term debt

Interest expense

Interest expense on long-term debt is net of interest income. Interest income total $8.5 in 2006, $2.2 in 2005 and $0.4 in 2004.

Supplementary information related to the rental expense included in Operating, selfing, administrative and general expensas:

et rent expense
Rent expense
Subeasing income

7. Income taxes

Curment income taxes
Future income taxes

Eamings before income taxes
Oomestic
Foreign

Current income taxes
Domestic
Foreign

Future income taxes
Domestic
Foreign

2006 2005 2004
restated (Note 3)
$ $ $
106.1 83.1 574
0.8 0.8 0.3
106.9 83.9 57.7
e 271 207
31 31 2.2
3.7 302 229
03 0.5 0.6
34.0 30.7 23.5
2006 2005 2004
restated {Note 3!
$ $ $
174.0 158.5 a7.1
115 1.7 7.0
162.5 146.8 90.1
2006 2005 2004
restated (Nota 3}
$ $ $
747 459 40.5
26.8 264 {12.8)
101.5 73.3 27.7
T9.7 96.5 384
218.0 132.0 45.4
297.7 2285 83.8
124 261 216
62.3 20.8 18.9
74,7 46.9 40.5
448 a4 (9.3)
22.0 220 {3.5)
26.8 26.4 {12.8)

The principal items which resulted in differences between the Company’s effective income tax rates and the combined statulory rates in Canada are detailed

as follows:

Combined statutory income tax rate in Canada
Impact of tax rate increases (decreases)

QOther permanent differences
Effective income tax rate

(@)

2006 2005 2004
% % %
32.46 32.28 3570
{0.02) (0.32) 0.23
1.65 0.12 {2.88)
34.09 32.08 33.05

(a) The Company’s combined statutory income tax rate in Canada indudes the appropriate provincial income {ax rates.
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7. Income taxes (continued)

The components of future income tax assets (liabilities) are as follows:

2006 2005
$ $
Net future income tax assets
Expenses deductible in future years 171 11.5
Defemed credits 0.2 1.1
Other 1.5 4.5
18.8 17.1
Net future income tax liabilities
Expenses deductible in future years 52 53
Property and equipment {21.4) {2.6)
MNon-capital losses a8 41
Deferred credits 8.9 8.9
Bormmowing and share issue costs 1.2 2.0
Goodwill {1.9) 0.6
Trademarks and licences (56.2) (42.2)
Other {5.0) (6.8)
(69.4) (30.7)

8. Net earnings per share

The following table presents the information for the computation of basic and diluted net eamings per share, adjusted for the share splits described in

Note 18:

2006 2005 2004
restatad (Note 3)

$ $ 3

Basic net eamings attributable to Class A and B shareholders 196.2 155.2 56.1
Weighted average number of shares (in thousands) 202,030 201,342 179,317
Dilutive effect of stock options (in thousands) 5,632 5.020 8,060
Waighted average number of diluted shares (in thousands) 207,662 206,362 187,377
Basic net eamings per share available for Class A and B shareholders 0.97 0.77 0.31
Diluted net eamings per share available for Class A and B shareholders 0.94 0.75 0.30

In calculating diluted net eamings per share for 2006, 170,000 stock options {465,000 in 2005 and nil in 2004) are excluded due to their antidilutive effect.

9. Information included in the consolidated statements of cash flows

The changes in non-cash working capital are detailed as follows:

2006 2005 2004
resiated {Nots 3)
$ $ $
Accounts receivable (37.9) (5.9) 6.0
{nventories {9.9) (5.9) {7.6)
Prepaid expenses (5.3) 1.8 (6.5)
Accounts payable and accrued liabilities 76.8 1191 107.2
Income taxes 335 {63.1) 19.7
57.2 46.0 118.8
Cash flows relating to interest and income taxes of operating activities are detailed as follows:
2006 2005 2004
$ $ $
Interest paid 36.8 30.3 132
Income taxes paid 422 1109 23.7
10. Accounts receivable
2006 2005
$ 3
Trade accounts receivable and vendor rebates receivable 701 54.4
Credit and debit cards receivable 66.0 394
Environmental costs receivable 2.0 0.9
Cther accounts receivable 14.9 15.0
153.0 109.7
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11. Inventories

2006 2005
$ $
Merchandise - retail 216.0 2039
Motor fuel 84.8 636
Merchandise - distribution centres 21.5 279
3223 2054
12, Property and equipment
2008
Accumulated
Cost depreclation Net
$ $ $
Land 240.8 - 2408
Buildings 202.2 44.3 157.9
Leasehotd improverments 198.6 74.5 124.1
Equipment 780.4 289.6 490.8
1,4220 408.4 1,013.6
Buildings under capital leases 4.1 36 0.5
1,426.1 412.0 1,014.1
2005
Accumulated
Cost depreciation Net
$ $ 3
Land 1923 - 182.3
Buildings 162.7 46.6 116.1
Leasehold improvements 1431 45.1 98.0
Equipment 605.2 200.2 405.0
1,103.3 2ns B4
Buildings under capital leases 3.7 3.1 0.6
11070 2950 812,0
13. Other assets
2006 2005
$ $
Deferred charges, net 232 30.7
Environmental costs receivable 19.8 216
Accrued pension benefit asset 8.6 8.0
Deposits 21 2.7
Other, at cost 11.6 5.1
70.3 68.1

14. Bank indebtedness

Bank indebtedness reflects the used portion of the credit facifiies available to the Company. Available credit facilities are unused as at April 30, 2006 and
April 24, 2005, with the exception of cerain letters of guarantee.

The Company has a credit agreement consisting of a five-year renewable operating credit, maturing in December 2008, in the amount of Cdn$50.0 available
in Canadian or US dollars or as lefters of guarantee not exceeding Cdn$10.0 or the equivalent in US dollars, bearing interest at the Canadian or US prime
rate plus 0.25% to 1.0% (same in 2005) or at LIBOR plus 1.25% to 2.0% (same in 2005), depending on whether certain financial ratios are achieved. The
operating credit is also available in the form of bankers' acceptances with stamping fees of 1.25% to 2.0% (same in 2005), depending on whether cartain
financial ratios are achieved. As at April 30, 2006, an amount of Cdn$49.1 (same as at April 24, 2005) is available under this operating cradit and the
effective interest rate is 6.25% (4.63% in 2005). The credit agreement also provides for a five-year renewable operating credit, maturing in December 2008,
in the amount of $75.0 available in US dollars and as letters of guarantes not exceeding $30.0, bearing inferest at the US prims rate plus 0.25% to 1.0%
(same in 2005} or at LIBOR plus 1.25% to 2.0% (same in 2005) depending on whether certain financial ratios are achieved. As at April 30, 2006, an amount
of $59.5 ($62.8 as al Apil 24, 2005} is available under this operating credit and the effective interest rate is £.25% (4.63% in 2005), These credit faciities are
subject to the same guarantees and restrictive covenants which apply to the term loans described in Note 16.

15. Accounts payable and accrued liabilities

2006 2005

$ $

Accounts payable and accrued expenses 494 1 4354
Sales and other taxes payable 61.9 53.2
Salaries and social benefits 49,2 45.9
Deferred credits 1.0 91
Environmental costs 9.9 75
Other 55.7 58.5
681.8 609.6
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16. Long-term debt

2006 2005

$ $

Subordinated unsecured debt ® 350.0 350.0

Secured term loans

Term loan "A" 19.5 24.1

Term loan "B" 147.0 1485
Note payable, secured by the assets of certain stores, 8.75%, repayable in monthly instalments,

maturing in 2019 52 54
Obligations related 1o buildings under capital leases, rates varying from 6.89% to 13.25% (5.9% o

13.25% in 2005), payable on various dates until 2019 23 25
Mortgage loans secured by land and buildings, rates varying from 7.0% to 8.0% (same in 2005),

payable in monthly instalments, maturing on various dates until 2010 0.1 0.2

Note payable without interest - 0.2

524.1 530.9

Current portion of long-term debt 8.0 7.0

516.1 523.9

(a) Subordinated unsecured debt:

Subordinated unsecured debt, maturing Decembar 15, 2013, bearing interest at a rate of 7.5% and redeemable under certain conditions as of
Decemnber 15, 2008,

The total amount of the loan is subject lo interest rate swaps (see Mote 22).

The subordinated unsecured debt agreement imposes certain restrictions on business acquisitions and the payment of dividends.

(b} Secured term loans:
. Term loan "A™

Term loan "A", maturing on December 17, 2008, payable in quanerly instalments increasing gradually from 2.5% of the balance of the lean to 7.5%
of the balance of the loan from July 2008, bearing interest at the Canadian prime rate plus 0.25% o 1.0% {same in 2005) or the LIBOR rate plus
1.25% 1o 2.0% (same in 2005), depending on whether certain financial ratios are achieved. As at April 30, 2006, the effective interest rate is 6.25%
(4.63% as at April 24, 2005);

. Term loan "B":

Term loan "B", maturing on December 17, 2010, payable in quarterly instalments of 0.25% of the balance of the loan for the first six years and in
quarterly instalments of 23,5% of the balance of the loan for the seventh year, bearing interest al the prime US rate plus 0.75% (same in 2005} or
the LIBOR rate plus 1.75% (same in 2005). As at April 30, 2008, the effective interest rate is 6.75% (4.75% as at April 24, 2005).

Substantially all of the Company's assets have been pledged to secure these term loans.

Under the credit agreement, the Company must meet certain commitments and achieve certain financial ratios. Furthermore, the credit agreement
imposes certain restrictions on business acquisitions and payment of dividends and, if a certain ratio is not achieved, on capital spending.

On December 17, 2003, tha Company concluded a new credit agreement. Consequently, the defemed financing costs relating lo the previous agreement in
the amount of $2.1 were written off. In addition, in 2004, the Company repaid its debt with proceeds from sale and leaseback transactions. The portion of
deferred financing costs in the amount of $7.1 relating to the repaid debt was also written off.

Instalments on tong-term debt for the next years are as follows:
Obligations related
1o buildings under

capital leases Cther loans
$ $
2007 0.8 76
2008 0.6 8.2
2009 - 0.5 8.8
2010 0.4 1.9
201 04 141.3
2012 and subsequent years 1.7 353.9
4.4
Interast expense included in minimum lease payments 21
2.3
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17. Deferred credits and other liabilities

2006 2005
$ $
Asset retirement obligations 3.2 17.9
Deferred credits 19.6 16.3
Provision for site restoration costs 18.1 208
Accrued pension benefit liability 8.4 58
Provision for workers' compensation 8.0 57
Other kabilities 41.9 23.0
127.2 83.6

{a) Asset retirement obligations relate to estimated future costs to remove underground motor fuel storage tanks and are based on the Company’s

pricr expefience in removing these tanks, estimated tank useful life, lease terms for thosa tanks installed on lsased properties, external estimates
and governmental regulatory requirements. To determine the initial recorded liability, the fulure estimated cash flows have been discounted at
rates of 8% and 10%, representing the Company's credit-adjusted risk-frae rates at the time the costs have been estimated and revised. The
total undiscounted amount of estimated cash flows to setlle the asset retirement obligations is approximately $68.1 and is expected to be
incurred over the next 40 years. Should changes occur in estimated future removal costs, tank useful lives, lease terms or govemmental

regulatory requirements, revisions to the liability could be made.

The reconciliation of the Company's liability for the asset retirement obligations related to the removal of its underground motor fuel storage tanks is as

follows:

2006 2005
$ $
Balance, beginning of year 2241 159
Liabilities incurred 0.4 0.1
Liabilities settied (1.3} {0.5)
Accretion expense 19 1.9
Business acquisitions 0.5 37
Revision of estimations 18 -
Effect of exchange rate fluctuations 0.5 1.0
Balance, end of year 35.9 221

Of the total liability recorded in the consolidated balance sheets as of April 30, 2006 and April 24, 2005, $31.2 and $17.9, respectively, are included in

Deferred credits and other liabilities and the remainder Is included in Accounts payable and accrued liabilities.

18. Capital stock

Authorized

Unlimited number of shares without par value

First and second preferred shares issuable in series, non-voling, ranking prier to other classes of shares with respact to dividends and payment of
capital upon dissolution. The Board of Directors is authorized to determine the designation, rights, privileges, conditions and restrictions relating to each

series of shares prior to thair issuance.

Class A multiple voting and participating shares, ten votes per share except for certain situations which provide for only one vote per share, convertible
into Class B subordinate voting shares on a share-for-share basis at the holder’s option. Under the artides of amendment, no new Class A multiple

voting share can be issued.

Class B subordinate voting and participating shares, convertible automatically into Class A multiple voting shares on a share-for-share basis upon the

occurrence of certain events.
The order of priority for the payment of dividends is as follows:
. first preferred shares;

. second preferred shares;
. Class 8 subordinate voting shares and Class A multiple voting shares, ranking pari passu.
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18. Capital stock (continued)

Issued and fully paid

The changes in number of outstanding shares are as follows:

2006 2005
Number of shares 5 Number of shares 5
Class A multipte voting shares
Balance, beginning of year 56,594,692 8.0 57,041,722 81
Conversion into Class B shares {206,040} - (447,030) (0.1
Baftance, end of yaar 56,388,652 8.0 56,504,692 8.0
Class B subordinate voting shares
Balance, beginning of year 145,375,660 3428 140,490,082 333.4
Issued as part of a previous acquisition 1,630 - 548 -
Issued on conversion of Class A shares 206,040 - 447,030 0.1
Stock options exercised for cash 68,104 0.2 4,438,000 9.3
Balance, end of year 145,651,424 343.0 145,375,660 342.8
Total issued and fully paid 351.0 350.8
2004
Number of shares 3
Class A muttiple voting shares
Balance, beginning of year 57,007 648 8.1
Conversion into Class B shares ({55,926) -
Balance, end of year 57,041,722 8.1
Class B subordinate voting shares
Balance, beginning of year 112,004,270 162.0
{ssued as part of the acquisition of Circle K 27,111,076 168.8
Issued as part of a previous acquisition 10 -
Issued on conversion of Class A shares 55,926 -
Stock options exercised for cash 1,318,800 2.6
Balance, end of year 140,490,082 3334
Total issued and fully paid M5

During the year ended April 24, 2005, the Company split all of its issued and outstanding Class A and B shares on a two-for-one basis. A¥ share and per-
share information in these consolidated financial statements has been adjusted retroactively to reflect stock split.

On December 17, 2003, the Company exchanged 27,111,076 warrants for Class B shares on a share-for-share basis. These warrants were issued on
October 6, 2003 at a price of Cdn$8.25 each for a total consideration of $168.8. The issue costs, net of related future income taxes, amounted to $1.6.

19. Stock-based compensation and other stock-based payments

The Company has a stock option plan (the plan) under which it may grant up to 16,892,000 stock options for the purchase of Class B subordinate voting
shares of the Company.

Stock options have up to a ten-year term, vest 20% on the date of the grant and cumulatively thereafter on each anniversary date of the grant and are
exercisable at the designated market price. The grant price of each stock option shall not be set below the market price of the Class B shares on the Toronto
Stock Exchangs on the date of the grant. Each stock option is exercisable into one Class B share of the Company st the price specified in the terms of the
stock option.

The table below presents the status of the Company's stock option plan as at April 30, 2006, April 24, 2005 and April 25, 2004 and the changes therein
during the years then ended:

2006 2005

Number of stock  Welghted average Number of stock Weighted average

options axercise price options exercise price

Cdn$ Cdn$

Qutstanding, beginning of year 8,745,400 6.93 12,626,200 5.05

Granted 580,100 18.36 605,000 15.92

Exercised (68,104) 413 {4,438,000) 279

Cancelled {5,016) 14.33 (47,800) 6.74

Outstanding, end of year 9,252‘330 7.66 8,745,400 6.93
Exercisable stock options, end of year 7,674,976 6,312,000
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19. Stock-based compensation and other stock-based payments (continued)

2004
Number of stock Weighted average
options exercise price
Cdn$
Qutstanding, beginning of year 12,313,000 4.07
Granted 1,680,000 10.29
Exercised {1,318,800) 2.65
Cancelled (48,000} 4.04
Outstanding, end of year 12,626,200 5.05
Exercisable stock options, end of year 8,742,640
The following table presents information on the stock options outstanding and exercisable as at April 30, 2006:
Options outstanding Options exercisable
Numnber of Weighted average Weighted Number of Weighted
stock options remaining average stock options average
Range of outstanding as at contractual life exercise exercisable as at exercise
exercise prices April 30, 2006 {years) price April 30, 2006 price
Cdn$ Cdns Cdn$
2.4 2,908,000 440 2.68 2,908,000 268
6-8 3,707,100 6.01 7.35 3,535,360 7.35
8-14 1,595,800 7.63 10.83 930,320 10.81
14-20 921,480 8.87 17.26 277,296 17.25
20-26 120,000 9.64 22.50 24,000 22.5¢

9,252,380 7,674,976

For 2004, the Company did not record any compensation cost. If the compensation cost had been detarmined using the fair vatue method at the date of
atiribution of stock options granted beginning on April 29, 2002 to employees, net eamings and net egamings per share information would have been reduced
to the pro forma shown in the following table:

2004

Disclosed Pro forma

$ $

Nat earnings 56.1 542
Basic net eamings per share o 0.30
Diluted net eamings per share 0.30 0.29

The pro forma impact on net eamings for the period is not representative of the pro forma net eamings of future periods because it does nat take into
account the pro forma compensation relating to options granted prior to April 29, 2002,

The fair value of stock aptions granted is estimated at the grant date using the Black & Scholes option pricing model on the basis of the following weighted
average assumptions for the stock oplions granted during the year:

2006 2005 2004
Expected dividends (per share) Cdn$0.10 None None
Expected volatility 5% 35% 30%
Risk-free interest rate 3.92% 4.26% 4.45%
Expected life 8 years 8 years 8 years

Tha weighted average fair value of stock options granted in the year ended April 30, 2006 is Cdn$8.65 (Cdn$7.72 in 2005 and Cdn$4.61 in 2004).

For the year ended April 30, 2006, compensation cost charged to consolidated staterent of eamings amount to $3.8 {$2.5 in 2005).

Deferred Share Unit Plan

On July 13, 2004, the Company adopted a Deferred Share Unit Plan for the benefit of its external directors allowing them to receive all or a portion of their
annual cempensation in the form of Deferred Share Units (DSUs). A DSU is a notional unit, equivalent in value to the Company’s Class B share. Upon
resignation from the Board of Directars, participants are entitled to receive the payment of their cumulated DSUs either a) in the form of cash based on the
price of the Company's Class B shares as traded on the open market on the date of payment, or b) in Class B shares bought by the Company on the open
markat on behalf of the Participant.

The DSU expense and the refated liability are recorded at the grant date. The liability is adjusted periodically to reflect any increase in the market value of the
Class B shares. As at April 30, 2008, the Company has a total of 21,108 DSUs outstanding (14,665 as at April 24, 2005).

Share Appreciation Rights Plan

The Board of Directors approved on July 13, 2004 a Share Appreciation Rights Plan for officers and key employees of the Company. The amount payable to
the Participant is equal fo the differsnce between the market value of the Company's Class B shares at exercise and its value at the grant date and is
payable in cash. The grant agreement describes the exercise period, the value of the shares at grant date and the duration of the plan for each participant,
No share appreciation right is granted as at April 30, 2006.
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20. Employee future benefits

The Company has a number of funded and unfunded defined benefit and defined contribution plans that provide retirement benefits to certain employees. lis
defined benefit plans are basad on years of service and on the consecutive highest five years average salary.

Total cash payments for employee future benefits consist of cash contributed by the Company 1o its funded pension plans, cash payments directly to
beneficiaries for its unfunded pension plans and cash contributed to its defined contribution plans and amount to $3.3 for 2006 ($3.6 for 2005).

Defined benefit plans

The Company measures its accrued banefit obligation and the fair value of plan assets for accounting purposes the last Sunday of April of each year. The
most recent actuarial valuation of the pension plans for funding purposes was as of January 1, 2005 and the next required valuation will be as of January 1,
2008,

information about the Company’s defined benefit plans, in aggregate, is as follows:

2006 2005
$ $
Accrued benefit obligation
Balance, beginning of year 29.2 231
Current service cost 0.7 0.5
Interest cost 1.7 1.5
Bensfits paid {1.7) (1.7)
Actuarial losses - 3.3
Effect of exchange rate fluctuations 3.0 2.5
Balance, end of year 32.9 29.2
2008 2005
$ $
Plans assets
Fair value, beginning of year 214 196
Actual retum on plans assets 0.6 1.0
Employees contributions 0.1 0.1
Benefits paid (1.3) (1.3)
Effect of exchange rate fluctuations 21 2.0
Fair value, end of year 22.9 21.4
Reconciliation of the funded status of the benefit plans to the amount recorded in the consolidated financial statements:
2006 2005
$ $
Fair value of plans assets 229 214
Accrued benefit obligation 329 292
Funded status-plan deficit (10.0) (7.8)
Unamortized net actuarial loss 121 10.9
Unamortized transitional net asset (2.5) (2.8)
Unamortized past service cost 1.8 18
Accrued benefit asset 1.4 2.2
As at April 30, 2006, the accrued benefit obligation for unfunded pension plans amount to $11.7 ($10.3 in 2005).
The accrued benefit asset is included in the Company’s balance sheets as follows:
2006 2005
$ [
Other assets 86 8.0
Deferred credits and other liabilities (7.2) {5.8}
Accrued benefit asset 1.4 2.2

As of the measurement date, plans assets consist of:
Percentage of plans assets

2006 2005
% %

Assets category
Equity securities 3241 28.5
Debt securities 67.9 715
Total 100.0 100.0
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20. Employee future benefits (continued)

The Company’s pension bensfit expensea for the year is determined as follows:

2006

Incurred during the Adjustments Recognized during

year @ the year

$ $ $

Cument service cost, net of employee contributions 0.6 - 0.6

Interest cost 1.7 - 1.7
Actual return on plan assets (0.6) (0.9} (1.5}
Amortization of the net transitional asset - (0.5) (0.5)

Net actuarial losses - 0.8 08

Amortization of past service cost - 0.3 0.3

Pension expense for the year 1.7 (0.3) 1.4

2005

Incurred during Adjustments  Recognized during the

the year el year

$ $ 3

Current servica cost, net of employee contributions 05 - 0.5

Interest cost 15 - 1.5
Actual return on plan assets (1.0) (0.4) (1.4}
Amortization of the net transitional asset - (0.5) (0.5)

Nat actuarial losses 33 (2.8) 0.5

Amortization of past service cost - 0.2 0.2

Pension expense for the year 4.3 {3.5) 0.8

]

' 2004
Incurred during Adjustments  Recognized during the

the year il yaar

$ 3 $

' Current service cost, net of employee contributions 04 - 0.4

| Interest cost 14 - 1.4
| Actua! returm on plan assets (2.5) 1.2 {1.3)
Amortization of the net transitional asset - {0.4) (0.4)

Net actuarnial losses 1.3 {0.7) 0.6

Amortization of pas! service cost - 0.2 0.2

Pension expense for the year 0.6 0.3 0.9

) Adjustments to recognize the long-term nature of employee future benefit costs.

The significant actuarial assumptions which management considers the most likely to be used to determine the accrued benefit obligations and the pension

expensa are the following:
Accruod benefit obligation:
2006 2008
% %
Discount rate 575 5.75
Rate of compensation increase 4.00 400
Pension expense:
2006 2005 2004
% % %
Discount rate 575 6.25 6.50
Expected rate of retum on plans assets 7.00 7.00 7.00
Rate of compensation increase 4,00 4,00 4.00

Defined contribution plans

The Company's total pension expense under its defined contribution plans for the year 2006 is $2.8 ($3.1 in 2005 and $0.7 in 2004),

Deferred compensation plan — United States operations

The Company sponsors a deferred compensation plan that allows certain employees in its U.S. operations to defer up to 25% of their base satary and 100%
of their cash bonuses for any given year. Interest accrues on the deferral and amounts due to the participants are generally payable on retirement, except in

certain limited circumstances. Obligations under this plan amount to $4.0 as at April 30, 2006 ($1.9 as at April 24, 2005) and are induded in Deferred credits
and other liabilities,
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21. Environment

The Company is subject to Canadian and American legistations governing the storage, handling and sale of motor fuel and related products. The Company
considers that it is generally in compliance with cument environmantal legislations.

The Company has an on-going training program for its employees on environmental issues which includes preventive site testing and site restoration in
cooperation with regulatory authorities. The Company also examines its motor fuel equipment annually to make the necessary investments.

In all U.S. states in which the Company operates, except Michigan, lowa, Florida, Texas and Washington State, there is a trust fund to cover the cost of
cartain rehabilitation and remaving of motor fuel tanks. These state funds provide insurance for motor fuel facilities operations to cover the cost of cleaning up
damages 1o the environment caused by the usage of underground motor fuel equipment. Underground motor fuel storage tank registration fees and a motor
fuel tax in each of the states finance the trust funds. The Company pays the registration fees and remits the sales taxes to the states where it is a member of
the trust fund. Insurance coverage is different in the various states.

In order to provide for the above-mentioned restoration costs, the Company has recorded a $28.0 provision for environmental costs as at Apnil 30, 2006
($28.4 as at April 24, 2005). Of this amount, $8.9 ($7.5 as at April 24, 2005) is included in Accounts payable and accrued liabilities and the remainder is
included in Deferred credits and other liabilities. Furthermore, the Company has recorded an amount of $21.8 for environmental costs receivable as at

April 30, 2006 ($22.5 as at April 24, 2005), of which $2.0 ($0.9 as at April 24, 2005) is included in Accounts receivable, the remainder being included in Other
assets.

22. Financial instruments

Description of derivative financial instruments

Management of interest rate risk

The Company has entered into interest rate swaps to manage interest rate fluctuations. It has agreed to swap the amount of the difference between the
varizble interest rate and the fixed rate, calculated based on the reference amounts. These interest rate swaps have been designated as a fair value hedge
of the subordinated unsecured debt.

The amounts outstanding at year end are as follows:

Maturity Reference Pays/receives Fixed rate Variable rate
$ %
December 2013 100.0 pays varizble 75 LIBOR 6 month
raceives fixed plus 3.03%
December 2013 100.0 pays variable 75 LIBOR 6 month
raceives fixed plus 2.98%
December 2013 150.0 pays variable 75 LIBOR 6 month
receives fixed plus 2.89%

@ Under certain conditions, the maturity date of the swaps can be altered to comrespond with the repurchase conditions of the corresponding
subordinated debt.

Fair value of financial instruments

The fair value of cash and cash equivalents, acoounts receivable and accounts payable and accrued liabilities is comparable 1o their camying amount given
that they will mature in less than one year.

The fair value of the temporary investments, which bear interast at rates varying from 3.90% to 4.22%. is $21.4 as per the mark to market as at April 30,
2006.

With the exception of the subordinated unsecured debt, there is no material difference between the fair value and the camying amount of the Company's
long-term debt as at April 30, 2006 and April 24, 2005, given that the largest loans bear interest at a floating rate.

The fair value of the subordinated unsecured debt is $357.9 as at April 30, 2006 ($359.2 as at April 24, 2005) and is estimated based on the discounted cash
flows of the debt at the Company’s estimated incremental borrowing rates for debt of the same remaining maturities.

The fair value of the interest rate swaps, as determined by the Company's banks based on quoted market prices for similar instruments, is $27.0 payable by
the Company ($10.9 payable by the Company as at April 24, 2005).

Credit risk

The Company’s exposure to concentrations of credit and non-collection risks is limited considering the nature of the Company's aclivities and its
counterparties.

23. Contractual obligations

Minimum lease payments

As at April 30, 2006, the Company has entered into lsase agreements expiring on various dates until 2031 which call for aggregate minimum lease payments
of $1,369.1 for the rental of commercial space, equipment and a warehouse. Several of these leases contain renewal options and certain sites are subleased
to franchise-holders. The minimum lease payrments for the next years are $159.6 in 2007, $142.3 in 2008, $119.4 in 2009, $106.0in 2010, $93.1 in 2011 and
a total of $748.7 for 2012 and the subsequent years.

Alimentation Couche-Tard / 75



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

For the years ended April 30, 2006, April 24, 2005 and April 25, 2004
{in milions of LIS dolars, except share and stock option data)

23. Contractual obligations (continued)

Purchase commitments

The Company has concluded agreements to acquire, during the next years, franchise rights and equipmant which call for aggregate payments of $7.8. The
minimum payments for the next years are $3.5 in 2007, $0.5 in 2008, $1.3 in 2009, $0.6 in 2010 and 2011 and a total of $1.3 for 2012 and the subsequent
years.

Moreover, the Company has entered inte various products purchase agreements that require it to purchase minimum amounts or quantities of merchandise
and motor fuel annually. The Company has generally exceeded such minimum requiremenis in the past and expects to continue doing so for the foreseeabls
future. Failure to satisfy the minimum purchase requirements could result in termination of the contracts, change in pricing of the products, payments to the
applicable providers of a predetermined percentage of the commitments and repayments of a portion of rebates received.

24. Contingencies and guarantees

Contingencies

Various claims and legal proceedings have been initiated against the Company in the nomal cowrse of its operations that refate to human resources and the
environment. In management’s opinion, these claims and proceedings are unfounded. Although the outcome of these proceedings cannot be determined
with certainty, management estimates that any payments resulting from their outcome are not likely to have a substantial negative impact on the Company's
results and financial position.

Guarantees

Sub-ease agreemeants

The Corpany entered into a number of agreements to sub-lease premises to third parties. Under some of these agreements, the Company retains ultimate
responsibility to the landlord for payment of amounts under the lease agreemants should the sub-lessees fail to pay. The total future lease payments under
such agreements are approximately $1.9. Historically, the Company has not made any significant payments in connection with these indemnification
provisions.

Other indemnification agreements

In the normal course of its business, the Company provides indemnifications which vary in duration and given the nature of these indemnifications, the

Cormnpany is unable to reasonably estimate its maximumn potential liability payable to third parties. Historically, the Company has not made any significant
payments in connection with these indemnification provisions.

25. Segmented information

The Company operates convenience stores in Canada and in the United States. It essentially operates in one reportable segment, the sale of goods for
immediate consumption and maotor fuel through corporate stores or franchise operations. It operates a convenience stora chain under several banners,
including Couche-Tard, Mac's and Circle K. Revenues from outside sources mainly fall into two categories: merchandise and services and motor fuel,

Information on the principal revenue classes as well as geographic information is as follows:

2006 2005
Canada Uu.s. Total Canada U.S. Total
$ $ $ % 3 3
External customer revenues *

Merchandise and services 1,426.7 28120 4,238.7 1,239.5 2,564.7 3,804.2
Motor fuet 873.7 5,044.9 5913.6 664.8 3,567.8 4,232.6
2,300.4 7,856.9 10,157.3 $,904.3 6,132.5 8,036.8

Gross profit .
Merchandise and services 4831 9323 1,415.4 4157 834.9 1,250.6
Motor fuel 63.6 3125 376.1 51.3 2559 307.2
546.7 1,244.8 1,791.5 467.0 1,090.8 1,557.8
Property and equipment and goodwill ¥ 454.2 795.7 1,259.9 407.2 629.7 1,036.9
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25. Segmented information (continued)

2004
restated (Note 3}
Canada U.S. Total
$ 3 $

External customer revenues ™
Merchandise and services 1,130.6 1,195.3 23259
Motor fuel 507.1 1,562.3 2,069.4
1,637.7 2,757.6 4,395.3

Gross profit

Merchandise and services 3674 3sa.7 7571
Moator fuel 47.3 110.1 157.4
414,7 499.8 914.5
Property and equipment and goodwill ® 344.1 524.2 B68.3

@ Geographic areas are determined according to where the Company generates operating income {where the sale takes place} and according to the

{ocation of the property and equipment and goodwill.

26. Hurricanes - Florida

During 2008, Florida and the Gulf of Mexico region was affected by three hurricanes, which resulted in some damages to certain of the Company's sites. The
Company estimates that assets and leased properties that were damaged have a total replacement value of approximately $16.7, which will result In a net
ctaim of about $13.0. The net book value of the damaged assets is lower than the net claim. As at April 30, 2006, the Company has received $2.0 in
insurance proceeds. The Company does not expect these hurricanes to have a significant effect on its financial position and cperating results,

During 2005, certain areas of the Company's business in Florida experienced damages resulting from four hurricanes. Assets and leased properties that
wera damaged have a total replacement value of $23.5, which resulted in a net claim of about $16.6. The net book value of the damaged assets is lower

than the net claim. As at April 30, 2006, the Company has received $15.9 in insurance proceeds. The Company considers that these humicanes had no
significant effect on the its financial position and cperating results.

27. Subsequent events

Business acquisitions

On June 12, 2008, the Company finalized, with Spectrum Holding, Inc., the acquisition of 90 sites operating under the Spectrum banner in the states of
Alabama and Georgia, United States. This acquisition was settled for a total cash consideration of $130.0 financed from the Company’s available cash.

On June 12, 20086, the Company signed an agreement with Moors Qil Company, LLC to acquire a network of 24 sites operating under the Stopn-Save
banner in the Monroe area of Louisiana, United States. Of these 24 stores, six are operated by the company, 17 are operated by independent store
operators and one is currently under construction. The transaction amount will be determined on closing.

Income taxes

On June 9, 2006, the Governmant of Québec adopted Bill 15 in the National Assembly of Québec, regarding amendments to the Taxation Act and other

legislative provisions. As a result, an unusual retroactive income tax expense of approximately $9.8, excluding other associated expenses, will be recognized
in first quarter of fiscal 2007. This modification will not have a significant impact on the effective income tax rate of the Company in the future.

28. Comparative figures

Certain comparative figures have been reclassified to comply with the presentation adopted in the current year.
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