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XS CARGO INCOME FUND
NOTICE OF ANNUAL MEETING OF UNITHOLDERS

NOTICE IS HEREBY GIVEN that the annual meeting (thdeeting”) of holders (‘Unitholders”) of trust units
(the “Trust Units”) of XS Cargo Income Fund (thd-und”) will be held at the Delta Edmonton South Ho#104
Gateway Boulevard, Edmonton, Alberta on Wednesdage 13th, 2007 at the hour of 10:00AM (Edmontare)i
for the following purposes:

1. to present the audited consolidated financial statdés for the Fund for the fiscal year ended
December 31, 2006, together with the report of dlnditors thereon (collectively, theAtidited
Financial Statements);

2. to appoint the trustees of the Fund;
3. to appoint auditors of the Fund; and
4. to transact such further or other business as mayeply come before the Meeting or any adjournment

or postponement thereof.

The details of the matters proposed to be put befoe Meeting are set forth in the information wiac (the
“Circular ") and form of proxy for holders of units accompamgythis Notice.

The trustees have set May 9, 2007 as the recoed(thet ‘Record Dat€) to determine which registered holders of
Trust Units are entitled to notice of, and to vatethe Meeting or any adjournment or postponertfeneof, all as
further described in the attached Circular. A peratno becomes a Unitholder after the Record Daddl slot be
entitled to vote at the Meeting.

Unitholders who are unable to attend the meeting ifperson are requested to complete, date, sign andaihor
deposit the enclosed form of proxy to Computershar@rust Company of Canada, 9th Floor, 100 University
Avenue, Toronto, Ontario, M5J 2Y1. In order to bevalid and acted upon at the Meeting, forms of proxy
must be delivered or returned to the aforesaid addrss not later than 48 hours before the time set fdhe
Meeting or any adjournment or postponement thereof.

DATED this 9" day of May, 2007.
BY ORDER OF THE TRUSTEES

(signed) Jonathan Legg”
Chair, Trustees of
XS Cargo Income Fund



XS CARGO INCOME FUND
INFORMATION CIRCULAR

(Containing information as at May 9, 2007 unleshidated otherwise)
PROXY SOLICITATION AND VOTING MATTERS
Solicitation of Proxies

This Information Circular is furnished in connectiwith the solicitation of proxies by the trustgéise
“Trustees) of XS Cargo Income Fund (theFtind”) for use at the annual meeting (th®l€eting”) of holders
(“Unitholders™) of trust units (‘Units”) and special voting units $pecial Voting Units, and together with the
Units, the Voting Units”) of the Fund to be held at the Delta EdmontontBdtotel, 4404 Gateway Boulevard,
Edmonton, Alberta, at 10:00 a.m. (Edmonton time) VWednesday, June 13, 2007, or at any adjournntleetsof,
for the purposes set forth in the accompanyingdéotif Meeting.

It is expected that the solicitation of proxies foe Meeting will be primarily by mail, but proxiesay be
solicited personally, by telephone or by other nseah communication by the Trustees of the Fund laydhe
directors, officers and regular employees of XSg8a&BP Inc. (XS Cargo GP'), as administrator of the Fund, who
will not be specifically remunerated therefor. Adists of solicitation of proxies by or on behalftioé Trustees will
be borne by XS Cargo GP, as administrator of thedFu

Appointment of Proxies

The persons named in the accompanying Form of Proxgre directors and officers of XS Cargo GP,
the administrator of the Fund. A Unitholder desiring to appoint some other person, who need not be a
Unitholder, to represent that Unitholder at the Meding has the right to do so, either by inserting tie desired
person’'s name in the blank space provided in the Fm of Proxy or by completing another proper Form of
Proxy.

A Form of Proxy must be in writing and signed by tinitholder or by the Unitholder's attorney duly
authorized in writing or, if the Unitholder is a dy corporate or association, under its seal or toyofficer or
attorney thereof duly authorized indicating theawty under which such officer or attorney is signilf the Form
of Proxy is executed by an attorney, evidence efdtiorney's authority must accompany the Formroky A
proxy will not be valid unless the completed FormRyoxy is received by Computershare Trust Compahy
Canada, 9th Floor, 100 University Avenue, Toronfintario, M5J 2Y1 not less than 48 hours before the
commencement of the Meeting, or any adjournmemetfe

Revocation of Proxies

A Unitholder who has given a Form of Proxy may tevdt by an instrument in writing that is signeddan
delivered to Computershare Trust Company of Caiadlae manner as described above so as to arrigayatime
up to and including the last business day precetfiaglay of the Meeting, or any adjournment therabfvhich the
Form of Proxy is to be used, or to the chair of Meeting on the day of the Meeting or any adjournntkereof, or
in any other manner provided by law. A revocatidrad-orm of Proxy does not affect any matter onchta vote
has been taken prior to the revocation.

Voting of Proxies

The Trustee representatives designated in the ensled Form of Proxy will vote or withhold from
voting the Units in respect of which they are appaoited proxy on any ballot that may be called for in
accordance with the instructions of the Unitholderas indicated on the Form of Proxy and, if the Unitblder
specifies a choice with respect to any matter to kected upon, the Units will be voted accordingly. \Were no
choice is specified in the Form of Proxy, such Urstwill be voted “for” the matters described thereinand in
this Information Circular, other than for the appoi ntment of an auditor and the election of Trustees.



The enclosed Form of Proxy confers discretionath@nity upon the person appointed proxy thereunaler
vote with respect to amendments or variations ofters identified in the Notice of Meeting and witlspect to
other matters that may properly come before thetidgeother than for the appointment of an audaad the
election of Trustees. In the event that amendmentsariations to matters identified in the NotideMeeting are
properly brought before the Meeting or any othesibess is properly brought before the Meetings thie intention
of the Trustee representatives designated in tlbosed Form of Proxy to vote in accordance withirthest
judgment on such matters or business. At the tiftbeoprinting of this Information Circular, the Ustees know of
no such amendment, variation or other matter tlzgt be presented to the Meeting.

INFORMATION FOR BENEFICIAL UNITHOLDERS

These meeting materials are being sent to botlstergid and non-registered Unitholders. If you anem
registered Unitholder and the Fund or its agentdess these materials directly to you, your nant address and
information about your holdings of securities h&een obtained in accordance with applicable séesiiegulatory
requirements from the intermediary/broker holdimgyour behalf.

The information set forth in this section is impot to all Unitholders of the Fund. Unitholders wdwnot
hold their Units in their own name are referredirtothis Information Circular asBeneficial Unitholders'.
Beneficial Unitholders should note that only a Wpitder whose name appears on the records of thd ksra
registered holder of Units or a person they appaénd proxy can be recognized and vote at the Ngee@iurrently,
all issued and outstanding Units are in a book-tagstem administered by The Canadian Depositar$éaurities
(“CDS"). Consequently, all Units are currently registerender the name of CDS & Co. (the registration exdon
CDS). CDS also acts as nominee for brokerage fihmmigh which Beneficial Holders hold their Uniténits held
by CDS can only be voted (for or against resolijarpon the instructions of the Beneficial Unittesld

Applicable regulatory policy requires intermediaftokers to whom meeting materials have beentsent
seek voting instructions from Beneficial Unitholdén advance of Unitholders' meetings. Every inegiary has its
own mailing procedures and provides is own retustructions, which should be carefully followed Bgneficial
Unitholders in order to ensure that their Units ao¢ed at the Meeting. Often, the Form of Proxymiga to a
Beneficial Unitholder by its broker is identical tioat provided to registered Unitholders. Howevesr purpose is
limited to instructing the registered Unitholdemhto vote on behalf of the Beneficial Unitholdehelmajority of
brokers now delegate responsibility for obtainingtiuctions from clients to Broadridge Financialusons, Inc.
(“Broadridge”). Broadridge typically prepares a special votingtruction form, mails those forms to the Beneiici
Unitholders and asks for appropriate instructiogspecting the voting of Units to be representeth@tMeeting.
Beneficial Unitholders are requested to completa m@turn the voting instruction form to Broadridge mail or
facsimile. Alternatively, Beneficial Unitholders rcacall a toll-free telephone number or access Bidgd's
dedicated voting website (each as noted on thegatistruction form) to deliver their voting insttions and vote
the Units held by them. Broadridge then tabulates results of all voting instructions received gmdvides
appropriate instructions respecting the voting oft§)to be represented at the Meeting. A Benefithaitholder
receiving a voting instruction form cannot use thating instruction form to vote Units directly tte Meeting. The
voting instruction form must be returned as dirddtg Broadridge well in advance of the Meeting idar to have
the Units voted. Beneficial Unitholders who recefeems of proxies or voting materials from orgarniaas other
than Broadridge should complete and return suchdoof proxies or voting materials in accordancehwhe
instructions on such materials in order to propedte their Units at the Meeting.

In addition, the Fund has sent meeting materiaksctly to certain Beneficial Unitholders. By chaugito
send these materials to you directly, the Fund ¢artdhe intermediary/broker holding on your behbHs assumed
responsibility for (i) delivering these materiats you, and (ii) executing your proper voting instions. Please
return your instructions as specified in the retjf@svoting instructions.

Beneficial Unitholders cannot be recognized at th&leeting for purposes of voting their Units in
person or by way of depositing a Form of Proxy. Ifyou are a Beneficial Unitholder and wish to vote irperson
at the Meeting, please see the voting instructiongou received or contact your intermediary/broker wdl in
advance of the Meeting to determine how you can ds.



Beneficial Unitholders should carefully follow thevoting instructions they receive, including those o
how and when voting instructions are to be providedin order to have their Units voted at the Meeting

FUND STRUCTURE

The Fund is an unincorporated, open-ended truabkstted under the laws of the Province of Albera
April 6, 2005 by a Declaration of Trust. The Funalds all of the notes and units in XS Cargo Opataffrust
(“XSCOT"), and holds, indirectly though XSCOT, a 51% ietgrin the XS Cargo Limited PartnershiiX§ Cargo
LP™), which carries on a broadline closeout retaikibess in Canada with 38 stores currently open Iberda,
British Columbia, Manitoba, Saskatchewan, Ontaxioya Scotia, Newfoundland and New Brunswick. X&dD
LP has issued ordinary @tdinary LP Units"), exchangeable Exchangeable LP Unit8) and subordinated
("Subordinated LP Units") limited partnership units (collectivelyl.P Units”). The Ordinary LP Units are held by
XSCOT, all of the trust units of which are ownedthg Fund. The majority of the Exchangeable LP $Jaitd the
Subordinated LP Units (99.6%) are held by Famousn8s (Edmonton) Inc. (thevéndor"). The remaining
Exchangeable LP Units and Subordinated LP Unitshatd by Jeff Rootman, Vice-President, Finance @hdef
Financial Officer. XS Cargo LP acquired a portwits Business from the Vendor on completion of #und's
initial public offering on May 17, 2005.

The general partner of XS Cargo LP is XS Cargo @ch company also acts as the administrator @f th
Fund and XSCOT pursuant to the terms of an Adnmadisth Agreement.

The principal and head office of each of the FIK8COT, XS Cargo LP and XS Cargo GP is located at
15435 - 131 Avenue, Edmonton, Alberta, T5V 0A4. Hifiairs of the Fund are supervised by three Tasst&he
affairs of XS Cargo GP are supervised by its fivemtber board of directors.

VOTING UNITS AND PRINCIPAL HOLDERS THEREOF

There are 6,106,000 Units and 5,889,916 Speciahydinits of the Fund issued and outstanding, edch
which entitles its holder to one vote on a ballbthe Meeting. The Special Voting Units have bé&sued in
relation to the Exchangeable LP Units and Subotdih&P Units held by the Vendor and Mr. Rootmanicivtare
exchangeable on a one-for-one basis into 5,889.41i6. The Special Voting Units are automaticalgncelled
when such Exchangeable LP Units and Subordinatednif3 are exchanged for Units.

On a show of hands, every person present andeghtitl vote at the Meeting will be entitled to orater
Only registered holders of Voting Units at the elad business on May 9, 2007, the record date “{ecord
Date”) for the Meeting established by the Trustees,eaitled to vote at the Meeting.

To the knowledge of the Trustees, no person bdal§iowns, directly or indirectly, or controls directs
Voting Units carrying more than 10% of the votinghts attached to any class of voting securitiiseothan:

Class and Number

Name of Securities Percentage of Class Percentage of Voting Units
Famous Brands (Edmonton) 5,866,450 Special Voting 99.6% 48.9%

Inc® Units

Notes:

Q) Mr. Michael J. McKenna, the President and Chiefdttiee Officer of XS Cargo GP, owns beneficiallyredtly or

indirectly, or exercises control or direction ovapproximately 67.5% of the outstanding sharesaéus Brands
(Edmonton) Inc.



MATTERS TO BE ACTED UPON AT THE MEETING
Election Of Trustees

The number of Trustees to be elected at the Medinigtermined from time to time by resolution loé t
Trustees, such number being not more than sevemeainktss than three. The Trustees have fixed timber of
Trustees to be elected at the Meeting at three tdiine of office of each of the present Trusteedregmt the close
of the Meeting. Each Trustee elected at the Meatiilighold office for a term expiring at the clogé the next
annual meeting of Unitholders or until his success@ppointed, unless his office is vacated eantieaccordance
with the Declaration of Trust of the Fund.

In the following table, for each person proposed¢onominated for election as a Trustee, is sthied
name, municipality of residence, the period or @#si during which he has served as a Trustee, higijpal
occupation, and the number of Voting Units benafigiowned, directly or indirectly, or controlled directed by
him, as at the date hereof:

Name and Period of Service Number of

Municipality of Residence® as a Trustee Principal Occupation® Voting Units @

Jonathan Ledd! Since April 2005 Vice-President and Operating Cottesi 20,000Units

Calgary, Alberta, Canada Member, Canada Pacific Railway

David B. Margolus, Q.CY Since April 2005  Counsel, Witten LLP (law firm) 53,000Units

Edmonton, Alberta, Canada

Gordon Clanachan, C.A) Since April 2005 Consultant (interim management lamsiness 7,000Units

Edmonton, Alberta, Canada advisory services)

Notes:

Q) The information as to municipality of residence g@mihcipal occupation, not being within the knowgedof the Fund,
has been furnished by the respective Trusteesichdilly.

) The information as to the number of Voting Unitsiefcially owned, directly or indirectly, or contled or directed,
not being within the knowledge of the Fund, hasndegsed upon reports filed with the Alberta Semgi€Commission.

3) Member of the Fund Audit Committee (Gordon Clanach@hair), the XS Cargo GP Compensation and Gownema

Committee (David B Margolus, Chair), and truste&X8COT (Jonathan Legg, Chair).
Biographies
The following are brief profiles of the nominees.

Gordon Clanachan, CA, Trustee and Director. Mr. Clanachan has been a consultant providingrimt
management and business advisory services, sirfi® Feom 1994 to 1999, Mr. Clanachan was a direatal the
President and Chief Executive Officer of RaiLinkdLta TSX listed company. RaiLink was Canada'selsirg
regional railway prior to its acquisition by RailAsmica in 1999. Prior thereto, Mr. Clanachan wasrdas manager
with Price Waterhouse, a management consultant anygrom 1988 to 1994. Mr. Clanachan currentlywesras a
director of the Edmonton Regional Airports AuthgriBridgewater Bank and Alberta Blue Cross. Ha imember
of the advisory board of a number of companies andember of the Board of Governors of the Univgrsit
Alberta. Mr. Clanachan received his Chartered Aiotant designation in 1983.

Jonathan Legg, Trustee and Director. Mr. Legg joined Canadian Pacific Railway (CPRR®05 as Vice
President. Mr. Legg is a Member of CPR’s Managam@ommittee, Operating Committee, Information
Technology Committee and Strategic Initiatives FaruPrior thereto, Mr. Legg was a senior executiwth Royal
Bank of Canada RBC") where he was employed since 1982. From 20030t@b2Mr. Legg was a resident of
Chicago, lllinois where he was the Chief Executdfficer of RBC Mortgage, the Chief Operating Officef RBC
Centura Bank and a member of RBC Banking U.S. amda@ian Operating Committees. From 1999 to 2003 Mr.
Legg was the Senior Vice President RBC, Operat&r8ervice Delivery, North America. Mr. Legg has an®r
Executive Development Program Diploma from theitatt for Management Development, Lausanne, Swétadr
and a Diploma from the Banff School of Advanced lslgament.



David B. Margolus, Q.C., Trustee and Director. Mr. Margolus is Counsel to and former Managingtifa
(for 13 years) of Witten LLP, with a legal practifiused primarily in the areas of corporate, conumaéand real
estate. Mr. Margolus is a director of Liquor Stotacome Fund’s administrator. Mr. Margolus isieector and
member of the governance committee of The EdmoR&gional Airports Authority and a director of Poa@mm
Inc.

Unless such authority is withheld, the Trustee repgsentatives named in the accompanying Form of
Proxy intend to vote for the election of the nomines whose names are set forth herein.

Mr. Clanachan was a director of Wavepoint Systents from December, 2000 to March 15, 2002. On
May 29, 2002 Wavepoint Systems Inc. made an assighpursuant to the Bankruptcy and Insolvency Axt a
receiver was appointed. To the knowledge of thastBes, except as set forth above, no proposede€riss or
within the ten years prior to the date hereof, bean, a director or executive officer of any comptmat, while that
person was acting in that capacity: (i) was thgexilof a cease trade order or similar order, comer that denied
the relevant company access to any exemption uBdeadian securities legislation, for a period ofenthan 30
consecutive days; (ii) was subject to an event thatilted, after the director or executive officeased to be a
director or executive officer, in the company bethg subject of a cease trade or similar ordernoorer that
denied the relevant company access to any exemptider securities legislation, for a period of mtman 30
consecutive days; or (iii) or within a year of thmgrson ceasing to act in that capacity, becam&rbpty made a
proposal under any legislation relating to bankeypir insolvency or was subject to or institute¢ anoceedings,
arrangement or compromise with creditors or hagcaiver, receiver manager or trustee appointedlthits assets.

To the knowledge of the Trustees, no proposed &eukas, during the ten years prior to the dateofiere
become bankrupt, made a proposal under any legisleglating to bankruptcy or insolvency, or becasubject to
or instituted any proceedings, arrangement or comjge with creditors, or had a receiver, receivanager or
trustee appointed to hold assets of the proposestde.

To the knowledge of the Trustees, no proposed &eusais been subject to: (i) any penalties or sarsct
imposed by a court relating to securities legistator by a securities regulatory authority or hateed into a
settlement agreement with a securities regulatatihiaaity; or (ii) any other penalties or sanctidngposed by a
court or regulatory body that would likely be cafesied important to a reasonable securityholdereaiding
whether to vote for a proposed Trustee.

Appointment of Auditors

At the Meeting, Unitholders will be called upon &ppoint PricewaterhouseCoopers LLP, Chartered
Accountants, as auditors of the Fund, to hold effiatil the next annual Meeting of the Fund, a¢muneration to
be fixed by the Trustees. PricewaterhouseCoopePs hds acted as the auditors of the Fund sincentdeption of
the Fund on April 6, 2005.

Unless such authority is withheld, the Trustee repsentatives named in the accompanying Form of
Proxy intend to vote for the appointment of Pricew#erhouseCoopers LLP, Chartered Accountants, as
auditors of the Fund, to hold office until the nextannual meeting of the Fund, at a remuneration to & fixed
by the Trustees.

The Trustees recommend that the Unitholders vatehi® appointment of PricewaterhouseCoopers LLP,
Chartered Accountants, as auditors of the Funa ramuneration to be fixed by the Trustees.

The information required by Form 51-110F1 of Maitdral Instrument 52-110Audit Committees of the
Canadian Securities Administrators including infation respecting the fees billed to the Fund by
PricewaterhouseCoopers LLP is contained in the Buaknual information form for the period ended Bmber
31, 2006 under the heading “Audit Committee Infotiond'.



ADDITIONAL INFORMATION RESPECTING THE FUND

Under applicable securities legislation, the Fundeiquired to provide certain information with respto
the Fund, its Trustees and officers. The Fund, wewedoes not carry on business, does not haveeoffiand is
dependent for its results on the performance ofCé®8go LP. XS Cargo GP is responsible for adminisgethe
Fund and its business in accordance with the Adumation Agreement. Consequently, in addition te th
information relating to the Fund and the Trustdbis Information Circular includes information réfey to XS
Cargo GP and its directors and officers.

Administration Agreement

Under the Administration Agreement, XS Cargo GP d&gi®eed to provide or arrange for the provision of
services required in the administration of the Fuadd XSCOT) including those necessary to: (a) mnsu
compliance by the Fund with its continuous disctesnbligations under applicable securities legistatincluding
the preparation of financial statements; (b) previt/estor relations services; (c) provide or caodee provided to
Voting Unitholders all information to which Votingnitholders are entitled under the Declaration aist of the
Fund; (d) convene meetings of Voting Unitholdersl alistribute required meeting materials; (e) prevfdr the
calculation of distributions to Unitholders; (fitenid to all administrative and other matters agisim connection
with any redemptions of Units; (g) use its besbeff to ensure compliance with the Fund's limitadimn non-
resident ownership; and (h) provide general acéngnbookkeeping and administrative services toRted.

The administration of the Fund under the AdministraAgreement may be terminated at any time by the
Fund upon notice in writing to XS Cargo GP and upayment to it of all costs and expenses incurse¥® Cargo
GP in terminating contracts entered into by XS @aed® with the approval of the Fund for the perfanoeby the
XS Cargo GP of its duties under the Administratf@greement. No additional fees are payable to XE&&P on
termination.

Directors of XS Cargo GP

Pursuant to the provisions of a Securityholderse&grent, the board of directors of XS Cargo GP stsisi
of five directors. For so long as the Vendor ang stmareholder, associate or affiliate of the Vendwiuding any
family member of a shareholder of the Vendor or emmpany, trust or other entity owned by or maimddifor the
benefit of any of such persons (collectively, thefidor Group”), holds, directly or indirectly, LP Units or Usit
representing, on a fully diluted basis, not lesntl30% of the outstanding Units on a diluted basis, Vendor
Group is entitled to nominate two individuals asediors to the board of directors of XS Cargo Gl for so long
as the Vendor Group holds, directly or indirectlf?, Units or Units representing, on a fully dilutedsis, less than
30% but not less than 15% of the outstanding Umits diluted basis, the Vendor Group is entitleddminate one
individual as a director to the board of directofsXS Cargo GP. These board representation righgsnot
transferable upon a transfer by the Vendor GroupRfUnits or Units to a person who is not a memtifethe
Vendor Group.

In the following table, for each person proposetiégmominated for election as a director of XS Ga&dp,
is stated his name, municipality of residence, gbdaod or periods during which he has served agextdr, his
principal occupation, and the number of Voting Qrieneficially owned, directly or indirectly, orrtoolled or
directed by him, as at the date hereof:



Name and Period of Service Number of

Municipality of Residence® as a Director  Principal Occupation Voting Units @

Jonathan Ledg®® April 6, 2005 Vice-President and Operating Comreitte 20,000

Calgary, Alberta, Canada Member, Canada Pacific Railway

David B. Margolus, Q.C®® April 6, 2005 Counsel, Witten LLP (law firm) 53,000

Edmonton, Alberta, Canada

Gordon Clanachan, GA#®) April 6, 2005 Consultant (interim management anditbess 7,000

Edmonton, Alberta, Canada advisory services)

Michael McKenn&) March 8, 2005 President and Chief Executive OfficeXS 5,866,450

Edmonton, Alberta, Canada Cargo GP.

Jeff Rootman, CAY April 6, 2005 Vice-President, Finance and Chief aficial 25,466

Edmonton, Alberta, Canada Officer of XS Cargo GP.

Notes:

Q) The information as to municipality of residence g@mihcipal occupation, not being within the knowgedof the Fund,
has been furnished by the respective directoryiahatally.

) The information as to the number of Voting Unitsiefcially owned, directly or indirectly, or contled or directed,
not being within the knowledge of the Fund, hasdegsed upon reports filed with the Alberta Semgi€Commission.

3) Current Trustee and Nominee for Trustee of the Fund

4) Fund Audit Committee member (Gordon Clanachan rthai

(5) XS Cargo GP Compensation and Governance Committeeber (David B. Margolus, Chair).

(6) Nominee of the Vendor Group (the members of whitlaggregate beneficially own or exercise controtlioection

over 5,866,450 Special Voting Units).

Corporate Cease Trade Orders, Bankruptcies, Penaks or Sanctions

Mr. McKenna was previously a director and officéMultitech, which operated a chain of retail comsr
electronics stores. From 1983 to 1995, Multitecwgito 52 stores in all ten provinces and finandet growth
primarily with favourable trade credit terms of tg six months. In 1993, the retail industry undamva major
change that resulted in several of Multitech’s maghificant manufacturers and distributors ceagmgprovide
trade credit. Multitech was not adequately camtali to handle this change. Multitech sought creditotection
under the provisions of the Companies Creditoraigement Act (Canada) in January 1995 and its stosze
closed in 1996. Mr. McKenna was engaged by theivec¢o liquidate the remaining inventory. A propbsinder
the Bankruptcy and Insolvency Act (Canada) was @gat in October 1997 and Multitech was amalgamuiitial
Famous Brands (Edmonton) Inc. to form the VendoNoxwember 15, 1997.

To the knowledge of the Trustees and directors 8fCargo GP, except as set forth above and elsewhere
herein, no proposed Trustee or director is, oriwithe ten years prior to the date hereof, has baatirector or
executive officer of any company that, while thatgpn was acting in that capacity: (i) was the ectbpf a cease
trade order or similar order, or an order that ddrihe relevant company access to any exemptioer@anadian
securities legislation, for a period of more th&hc®nsecutive days; (i) was subject to an eveait thsulted, after
the director or executive officer ceased to beraator or executive officer, in the company beihg subject of a
cease trade or similar order or an order that detfie relevant company access to any exemptionriseeirities
legislation, for a period of more than 30 conse@utiays; or (iii) or within a year of that persagasing to act in
that capacity, became bankrupt, made a proposarwamy legislation relating to bankruptcy or insaley or was
subject to or instituted any proceedings, arrangegnoe compromise with creditors or had a receiveceiver
manager or trustee appointed to hold its assetshd &nowledge of the Trustees and directors ofC&8go GP, no
proposed Trustee or director has, during the temsyprior to the date hereof, become bankrupt, nsageposal
under any legislation relating to bankruptcy orolmency, or became subject to or instituted anyceedlings,
arrangement or compromise with creditors, or haeceiver, receiver manager or trustee appointdublit assets of
the proposed Trustee or director.



To the knowledge of the Trustees and the direadbS Cargo GP, no proposed Trustee or directot®f
Cargo GP has been subject to: (i) any penaltiesmoctions imposed by a court relating to secsriggislation or
by a securities regulatory authority or has enténém a settlement agreement with a securitieslaggry authority;
or (ii) any other penalties or sanctions imposedabgourt or regulatory body that would likely benswered
important to a reasonable securityholder in degidiether to vote for a proposed Trustee or direatXS Cargo
GP.

Biographies

Biographies for Messrs. Legg, Margolus, and Claaaatan be found under the section “Election of
Trustees.” The following are brief profiles of MessMcKenna and Rootman:

Michael McKenna, Director and Chief Executive Officer. Mr. McKenna founded the Vendor in 1997 and
served as its President throughout its history. MitKenna was appointed the Chief Executive OffigeXS Cargo
GP on March 8, 2005. From 1979 to 1983, Mr. Mckemmanaged the Alberta operations of an Ontarioebase
consumer electronics company operating as "Kradlyiké From 1983 to 1995, Mr. McKenna was a diogcind
officer of Multitech Warehouse Direct Inc.Multitech "), which operated a chain of retail consumer eteit
stores. From 1983 to 1995, Multitech grew to 5Zestan all ten provinces. From 1986 to 1990, Mr.Kdona
owned a successful Cantel franchise, which helsadl to Cantel in 1990.

Jeff Rootman, CA, Director, Vice-President, Finance and Chief Financial Officer. Mr. Rootman joined
the Vendor in February 2005 and was appointed Yiesident Finance and Chief Financial Officer of @&go
GP on April 6, 2005. Prior to joining the Vendory.MRootman was a senior manager and the Regiormlrasce
Leader for the Edmonton Region of Meyers NorrisriellLP from November 2000 to January 2005. Mr. Raoat
articled with PricewaterhouseCoopers LLP from 19872000 where he held several positions of increpsi
responsibility. Mr. Rootman received his BachelbCommerce degree from the University of Britishl@obia in
1997 and his Chartered Accountant designation 020Ar. Rootman instructs Canadian Institute of @Grad
Accountants continuing professional education aeaifer the Alberta and Saskatchewan Institutefiénareas of
accounting, financial reporting and auditing.

EXECUTIVE COMPENSATION
Summary Compensation Table

The following table provides a summary of the congagion earned by the Chief Executive Officer and
Chief Financial Officer of the XS Cargo GP, andteat the three most highly compensated executifieav§ of
the GP, other than the Chief Executive Officer &mief Financial officer, who were serving as exaaubfficers at
the end of the most recently completed financiaryeand whose salary and bonus exceeds $150,000N#reed
Executive Officers)):



Annual Compensation Long Term Compensation
Awards Payouts
Securities Units
Under Subject to
Name and Principal Fiscal Other Annual Options/SARs Resale LTIP All Other
Position Year Salary Bonus Compensation Granted Restrictions Payouts =~ Compensation

Michael McKennd? 2006 $216,667 $84,480 -
President and Chief 2005 $131,250 - -
Executive Officer

Jeff Rootmari 2006 $150,000 $50,250 $147,600 -
Vice-President, 2005 $93,750 $68,75¢ $117,33¢) -
Finance and Chief

Financial Officer

Notes:

Q) The employment of Messrs. McKenna and Rootman cametton May 17, 2005.

2) Reflects amounts earned for the period from May2DD5 to December 31, 2005.

3) Mr. Rootman was issued 6,944 Exchangeable LP @nits4,789 Subordinated LP Units on June 30, 2006.

4) Mr. Rootman was issued 6,944 Exchangeable LP Umits 4,789 Subordinated LP Units upon completiorthef

Fund’s initial public offering on May 17, 2005.
Compensation of Trustees and Directors

The compensation for Trustees of the Fund and ifeetdrs of XS Cargo GP is $30,000 per Trustee or
director per year, without duplication. The commim for attending meetings of the Fund or XS Ga@&pP is
$1,250 per Trustee or director, provided that nmpensation is paid to the nominees of the Vendaufor
serving as directors of XS Cargo GP or attendingréb@r committee meetings. The chair of the Trissteeeives
an additional $10,000 in respect of the chair dantgl the chairs of each committee (without duplarabf fees) of
the board of directors receive an additional $5,080year in respect of chair duties. The Fund ¥8dCargo GP
also reimburse Trustees and directors for out-akpbexpenses for attending meetings. No directmsipensation
is paid to Trustees who are employees or membemsaofigement of XS Cargo LP. No additional compémnsas
paid to Trustees for also serving as trustees @&®. The aggregate amount earned by the Trustekdigactors
of the GP as compensation, in their capacity af,sdaring the financial year ended December 31,620@s
$110,000.

LTIP Awards, Options and SARs, and Defined Benefibr Actuarial Plans

The Fund and its subsidiaries do not grant opt@rshare appreciation rightsSARS’), and do not have a
defined benefit or actuarial plan.

XS Cargo LP has established a long-term incentlae 'LTIP ") in which key senior employees of XS
Cargo LP and the directors, officers and seniorleyges of its affiliates are eligible to participafhe purpose of
the LTIP is to provide eligible participants withrapensation opportunities that will encourage owhigr of Units,
enhance XS Cargo LP’s ability to attract, retaid amotivate key personnel, and reward key senioragament for
significant performance and associated per Unih dlasv growth of the Fund. Pursuant to the LTIP, &8rgo LP
will set aside a pool of funds based upon the ambyrwhich the Fund's per Unit distributions exceedtain per
Unit distributable cash threshold amounts. A ttpaity trustee will then purchase Units in the maskih such
pool of funds and will hold such Units until sudimé as ownership vests to each participant. Thepg@msation and
Governance Committee of XS Cargo GP administersLifi®. The board of directors of XS Cargo GP or the
Compensation and Governance Committee has the pmwamong other things; (i) determine those irdliails
who will participate in the LTIP, (ii) the level gfarticipation of each participant and (iii) thené or times when
ownership of the Units will vest for each partigipa
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The LTIP currently provides for awards that maydagned based on the amount by which distributable
cash exceeds a base distribution threshold of $1pE2 Unit per annum. The percentage amount of éReess
which forms the LTIP incentive pool is determinacaccordance with the table below:

Percentage by which Distributable Cash Proportion of Excess Distributable Cash
per Unit Exceeds Base Distribution Threshold Available for LTIP Payments )

B0 OF I8SS.. ettt nil

Greater than 5% and up to 10%............... 10% of any excess of 5%

Greater than 10% and up to 20% 10% of any excess of 5% plus 20% of any

excess of 10%
Greater that 20%0.......uuuiiiiie e ettt iereer e e s e e e e e e e s e e e e s 10% of any excess over 5%, plus 20%ngf a
excess over 10% to 20%, plus 25% of any
excess over 20%

Note:

Q) Annualized for fiscal periods of less than 12 maenth

The base distribution threshold is subject to adjest by the Compensation and Governance Committee
from time to time. The board of directors of XS @aiGP or the Compensation and Governance Comnfitéae
also in the future establish other incentive basmedpensation plans.

For 2006, the distributable cash per Unit excedtledase distribution threshold amount. As a tethg
Fund will transfer $22,298 to the LTIP trust in Z00None of the Named Executive Officers have bgremted
units as part of the LTIP for 2006.

Employment Contracts

Both of the Named Executive Officers are partiegtigployment agreements with XS Cargo GP, which
outline the terms and conditions of their employmérhese agreements generally provide for minimuaseb
salaries, which in the case of Mr. McKenna is $8R0,per annum, and in the case of Mr. Rootman T9 D0 per
annum. The contracts also provide that the namextiive Officers are entitled to participate in dagg-term
incentive plan (including the LTIP) from time tori& and to receive annual discretionary bonusesMdKenna is
entitled to a bonus of up to 80% of his annual ryalmsed on the achievement of certain key objestio be
established annually. Mr. Rootman is entitled twoaus of up to 50% of his annual salary based eratihievement
of certain key objectives to be established anguall

Mr. McKenna's agreement is for an indefinite telbot may be terminated by XS Cargo at any time for
just cause or with out cause on payment of an amequral to Mr. McKenna’s annual salary and all wted but
previously awarded LTIP grants. Mr. McKenna iasititled to a payment of an amount equal to hisial salary
if he resigns or his employment is terminated witlsix months of a “change of control” (as definedthe
agreement) of XS Cargo GP. Mr. Rootman’s agreeiisdor a five year period but may be terminatedds/Cargo
at any time for just cause or with out cause ompayt of an amount equal to Mr. Rootman’s annuargabn a
monthly basis up to twelve months, or in the cals#io Rootman obtaining employment prior to the esfdthe
twelve month period, one half of Mr. Rootman’s salpayable on a monthly basis for the balance eftthelve
month period following the termination date anduadlested but previously awarded LTIP grants. Rtrotman is
also entitled to a payment of an amount equal 4ahiual salary on a monthly basis up to twelvethgror in the
case of Mr. Rootman obtaining employment priorhe end of the twelve month period, one half of $atary
payable on a monthly basis for the balance of tielvie month period following the termination datedaall
unvested but previously awarded LTIP grants if ésgns or his employment is terminated within sisnths of a
“change of control” (as defined in the agreemeiitX® Cargo GP. Messrs. McKenna or Rootman may textei
their respective agreements at any time on notfessninety (90) days notice.
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Except as described above, there is no compensatany contract or arrangement where a Named
Executive Officer is entitled to receive more tHgtb0,000 from the Fund or its subsidiaries, inatgdperiodic
payments or instalments, in the event of the redign, retirement or any other termination of tlaened Executive
Officer's employment, following a change of contoblthe Fund or any of its subsidiaries or a changée named
Executive Officer's responsibilities following aasige in control.

Trustees', Directors' and Officers' Liability Insur ance

The Fund, XSCOT, XS Cargo GP and XS Cargo LP miaintalicies of insurance for their trustees,
directors and officers, as applicable. The aggeetiatit of liability applicable to the insured ttegs, directors and
officers under the policies is $10 million. UndBetpolicies, each entity has reimbursement covetagiee extent
that it has indemnified the trustees, directors affiders in excess of a deductible of $10,000. Pbécy includes
securities claims coverage, insuring against aggllebligation to pay on account of any securitikeéms brought
against the Fund and its subsidiaries. The totait Iof liability is shared among the insured epstiand their
respective trustees, directors and officers so ttiatimit of liability is not exclusive to any or@f the entities or
their respective trustees, directors and officétee annual premium in the current financial yea$6%,750. The
premiums for the policy are not allocated betwdenihsured trustees, directors and officers asratpgroups.

STATEMENT OF CORPORATE GOVERNANCE PRACTICES
Introduction

The Canadian Securities Administrators (tl&SA”) have adopted National Policy 58-201Cerporate
Governance Guidelines (“NP 58-201) which provides their guidance on effective caide governance practices.
The CSA has also adopted National Instrument 58-1Disclosure of Corporate Governance Practices (“NI 58-
102") which requires Canadian reporting issuers taldie their corporate governance practices.

Because of the Fund’s structure, it is best to iles¢he corporate governance practices jointlpath the
Trustees and the Board of Directors of XS Cargo(fB®@ “Board of Directors” or the “Board”). The Fund is a trust
created to hold, directly or indirectly, the setigs of XS Cargo LP and does not conduct any adti@ness. The
active business of XS Cargo LP is managed by X®& &P, as general partner of XS Cargo LP. The basiof
XS Cargo GP is overseen by the Board and its comesit The committees report and recommend actiiset
Board of Directors and, as needed, to the TrusfElks. Trustees are also members of the Board ofcirg
facilitating reporting and information exchange.

Trustees
Composition

As at May 9, 2007, the Trustees were composedreétmembers: David Margolus, Jonathan Legg, and
Gordon Clanachan. Biographies for these individaaésincluded under the section “Election of Trasté These
individuals also serve on the Board of Directoogiether with Michael McKenna and Jeff Rootman. Biqdpies for
Messrs. McKenna and Rootman are included undesebton “Directors of XS Cargo GP.”

Independence

Using the definition of “independence” provided fiyr NI 58-101, an independent director is one wbhesd
not have a relationship with the Fund or XS Carg® Bat could be reasonably expected to interfeté thie
exercise of that director’s independent judgemeétdrsons that are employees or officers of the FunXS Cargo
GP, or that have spouses or other relatives tlea¢@ployees, officers, or auditors of the Fund 8rGargo GP are
amongst those that are considered not to be indepéwnf the Fund or XS Cargo GP.

Currently, all of the Trustees (three of three) anuajority of the Directors (three of five) arel@pendent.
The Board of Directors and Trustees and their ret8pecommittees meet without management preseat reigular
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basis. In 2006, the independent members of thedBoDirectors did not hold a meeting without mgament or
non-independent directors present.

Mr. Legg is the Chair of the Trustees and of theafBo Mr. Legg is an independent Trustee and an
independent director. The Chair: (i) meets with ditfeer Trustees at each regularly scheduled Trusgsing; (ii)
holds additional meetings with the Trustees at rdguest of any such Trustee; and (iii) communicateshe
Trustees any comments, questions or suggestiosiscbf Trustees.

Other Boards
The following table sets forth the names of eadfeoteporting issuer, and the exchange upon wiieh t
securities of that reporting issuer are listed wbich each of the current Trustees and Directergesas a trustee or

director as at May 9, 2007.

Name Name of Reporting Issuer Exchange

Jonathan Legg - -

David B. Margolus, Q.C. Liquor Stores Income Furdq@or Toronto Stock Exchange
Stores GP Inc.), Powercomm Inc.

Gordon Clanachan, C.A. - -

Michael McKenna - -

Jeff Rootman - -

Attendance

The Board of Directors hold regular meetings tde®y among other things, the business and affdi¥6So
Cargo LP and to make decisions relating theretche Board of Directors, in conjunction with manageine
participates in the strategic planning processksitifies the principal risks of the business aeeks to implement
appropriate systems to manage these risks, asaweleking to ensure the integrity of the disclsumtrols and
management information systems of XS Cargo LP.

The Trustees meet at least quarterly to review,rapather things, the performance of the Fund and to
approve regular cash distributions to unitholde@ther meeting of the Trustees and the Board oéddirs are
called to deal with special matter as circumstamegaire.
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For 2006, the Fund, the Board and Trustees havk&8&oard and Trustee meetings. The following table
summarizes the attendance of each of the DireGiustees at such Board/Trustee meetings.

Total Board Meetings

Name Attended
Jonathan Legg 8of 8
David B. Margolus, Q.C. 8 of 8
Gordon Clanachan, C.A. 8 of 8
Michael McKenna 8 of 8
Jeff Rootman 8 of 8
Total Trustee Meetings
Name Attended
Jonathan Legg 8of 8
David B. Margolus, Q.C. 8 of 8
Gordon Clanachan, C.A. 8 of 8

Board Mandate

Pursuant to the Fund's Declaration of Trust, thesfees are responsible for supervising the a&s/iind
managing the investments and affairs of the FurlCérgo GP manages the business and affairs ofaX§oQ.P,
and the Board of Directors of XS Cargo GP is resjide for managing the business and affairs of X486 GP.

The Board of Directors holds regular meetings e the business and affairs of XS Cargo LP and to
make decisions relating thereto. The Board of Dinex; in conjunction with management, participaitesthe
strategic planning process, identifies the prinkcifsks of the business and seeks to implementogpjate systems
to manage these risks, as well as seeking to ettsaiiategrity of the internal controls and managatinformation
systems of the Company. The Fund's affairs ararastiered by XS Cargo GP, as administrator of thed-

The Board has adopted a written mandate for thedBaehich sets out the Board’s purpose, organinmatio
duties and responsibilities, including the supéovisof the management of the Fund. A copy of thendate is
attached as Schedule “A” hereto. The Compensatimh Governance Committee is responsible for momipri
compliance with and updating the mandate.

Position Descriptions

Written position descriptions have been adoptedtierChair of the Trustees and the Chair of ther@oa
and for the chair of each Trustee and Board coramitt

Trustee and Board Chairs

The terms of reference of the Chair of the Trustates that the Chair's primary role is managimgg t
affairs of the Trustees including leading the Teastin their proper organization, effective fungithg and meeting
their obligations and responsibilities. The Trustexpect the Chair to provide leadership to enhafcstees
effectiveness and to facilitate their work as aesie group. The Chair of the Trustees also acta daison
between the Trustees and management of XS Cargasa®iministrator of the Fund, which involves wogkivith
the Chief Executive Officer (the "CEQ") of XS CarGe.
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The terms of reference of the Chair of the Boaatkest that the Chair's primary role is managingatifesrs
of the directors including leading the directorsheir proper organization, effective functioningdameeting their
obligations and responsibilities. The directorsestghe Chair to provide leadership to enhance Beffectiveness
and to facilitate their work as a cohesive groupe Thair of the Board also acts as a liaison beiwee Board of
Directors and management, which involves workinthule CEO.

Committee Chairs

The mandates of each committee chair provide thett €hair's primary role is managing the affairsisf
respective committee, including leading the conemitih its proper organization, effective functianend meeting
its obligations and responsibilities. Like the Clafithe Trustees and the Chair of the Board, eachmittee chair
is expected to provide leadership to enhance caenéffectiveness and oversee the committee'satigelof its
duties and responsibilities. Committee chairs miapbrt regularly to the Trustees or the Board afebtors, as
applicable, on the business of their committee.

CEO

The Board of Directors has adopted terms of ref@dor the CEO. The CEQ's primary responsibilities
include: (i) providing overall leadership and visim developing, in concert with the Board, theattgic direction
of XS Cargo LP, (ii) providing overall leadershipdavision in developing the tactics and busineassipihecessary
to realize the objectives of XS Cargo LP, and iianaging the overall business to ensure stratagicbusiness
plans are effectively implemented, the resultsraoaitored and reported to the Board, and finareoa operational
objectives are attained.

The Board expects the CEO and his management tedm tesponsible for the management of XS Cargo

LP's strategic and operational agenda and forxkeution of the decisions of the Board. The directxpect to be
advised on a regular basis as to the results twihgeved, and to be presented for approval aliematans and
strategies, in keeping with evolving business comals. In addition to those matters which by lawsire approved

by the Board or the Trustees, the prior approvathefBoard, or of a committee of the Board to whagiproval
authority has been delegated by the Board, is reddor all matters of policy and all actions prepd to be taken
by XS Cargo GP or XS Cargo LP which are not in t¢indinary course of operations. In particular, theail
approves the appointment of all officers of XS @aff and the Board or the Trustees, as applicapfgrove all
material transactions.

The Compensation and Governance Committee of X§daC@P, together with the Chair of the Board and
the CEO, develop each year goals and objectivaghikaCEO is responsible for meeting. The Compémsatnd
Governance Committee and the Chair of the Boarduat@ the CEO's performance in light of such geaid
objectives and establish the CEO's compensatioedbas this evaluation. The corporate objectivesttia CEO is
responsible for meeting, with the rest of managdrpéted under his supervision, are determinechbystrategic
plans and the budget as they are approved eaclbyé¢lae Board.

Orientation and Continuing Education

The Fund’s orientation process for new Trusteehidtes providing Trustees with a copy of all mandate
and policies for the Trustees and their committéless,Fund’s Declaration of Trust, and other refeeematerial.
Trustees are also provided with the opportunitynget with senior management and other Trusteeslaectors.
Trustees are provided orientation and educatioaroad hoc and informal basis in light of the paitc needs of
each Trustee. Further, every Trustee has accesanagement and relevant business information, aarthgement
makes regular presentations to the Board on the ara@as of the Fund’s business. The Fund intendgvelop a
more formal orientation and education program faw T rustees in the future.

Ethical Business Conduct

The Trustees and Board of Directors have adoptedten Code of Ethics. The Code will be distitibdi
to and signed by each of XS Cargo GP's salariedoy®@s. XS Cargo GP intends to conduct an annutification
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process to monitor compliance with the Code of &thiln addition, a Whistle Blowing Policy has bestopted,
which provides a procedure for employees to rais®erns or questions regarding questionable auditoounting
matters. The written Code of Ethics is availabldina atwww.xscargo.conand on SEDAR atvww.sedar.com

No material change report has been required toilee €luring 2006 that pertains to any conduct of a
director or executive officer that constitutes palture from the code.

In accordance with applicable law and the Declaratf Trust, when a conflict of interest arisedrastee
or director, as applicable, is required to discloiseor her interest and abstain from voting onritagter. In addition,
the Chair of the Trustees or the Chair of the Bpasi applicable, will ask the Trustee or directoridgave the
meeting during any discussion concerning such matte

Nomination of Trustees

The Compensation and Governance Committee of tlaedB@views the size and composition of the Board
of Directors on a periodic basis. The Compensadioth Governance Committee believes that the cusieatand
composition of the Board of Directors facilitateffeetive decision-making and intends to continuegeiew these
characteristics at least on an annual basis.

The Trustees, all of whom are independent, fulfis responsibility directly in the case of the Furitie
Trustees believe that a board of three (3) Trusseas appropriate size for a public entity withagpitalization and
business of the Fund’'s size. The Trustees belikakethe current Trustees comprise an appropriat¢ura of
individuals with accounting, financial, legal, maeaent and general business experience.

The Compensation and Governance Committee of tlesdBaonsisting entirely of independent directors,
acts as a nominating committee in consultation Wl Board of Directors as a whole. At the requesthe
Trustees, the Compensation and Governance Comnatsee performs this function in respect of Trustbes
subject to the oversight and approval of the Testén assessment of the competency and skilleeof tustees
and the members of the Board of Directors will bgegsed on an annual basis.

Compensation

The Compensation and Governance Committee of tlaedBueriodically reviews the adequacy and form of
compensation of the Trustees and the Directors®fCargo GP. The Compensation and Governance Cteamit
considers the time commitment, risks and respditgisi of the Trustees and Directors, and takes adcount the
types of compensation and the amounts paid to &egasind Directors of comparable positions in theketplace.
The Compensation and Corporate Governance Comnigt@®mprised entirely of independent DirectorseTh
Compensation and Governance Committee reportiidinfis to the Trustees who fulfil this responsibillirectly
for the Fund.

As noted above, the Board has adopted a formatertfar the Compensation and Governance Committee.

The charter of the Compensation and Governance Gi@emvith respect to compensation matters provide
that the committee's responsibilities include oiggnts of director and officer and employee remurieratand
compensation, oversight of the evaluation of mamage of XS Cargo GP, including the CEO and revigwtime
effectiveness of XS Cargo GP's human resourceslemelopment, succession planning and performanaigation
programs. The committee recommends the appointwienfficers, including the terms and conditions tbéir
appointment and termination, and reviews the evi@uoaf the performance of XS Cargo GP's officémsjuding
recommending their compensation. In collaboratiath wihe Chair of the Board, the committee also eers the
CEO's corporate goals and objectives and evaludageperformance in light of such goals and objesivThe
committee also oversees management's implementafi@ppropriate human resources systems, suchriag hi
policies, training and development policies and pensation structures with a view to enabling XSgBaGP to
attract, motivate and retain quality executives personnel. The Compensation and Governance Coeeméports
its findings to the Trustees who fulfill this respibility directly for the Fund.
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Further information can be found under the sectiReport on Executive Compensation.”
Audit Committee

The charter of the Audit Committee describes thke rand oversight responsibilities of the Audit
Committee. The primary function of the committee ts assist the Trustees in fulfilling their oveisig
responsibilities relating to: overseeing the initygof the Fund's financial statements and financ&porting
process, including the audit process and the Fumig®mal accounting controls and procedures amaptiance with
related legal and regulatory requirements; ovengeéie qualifications and independence of the Fuegternal
auditors (who report directly to the Audit Comméfepoverseeing the work of the Fund's financial agement and
external auditors in these areas; and providingmem avenue of communication between the exteuditas, the
Trustees, the Board, the trustees of XSCOT, XS €&B and the officers of XS Cargo GP. The charfehe
Audit Committee is attached as a schedule to theuAhInformation Form of the Fund dated March 1802,
which is available on www.sedar.com and which mayobtained free of charge, on request, from theesay of
the Fund.

The audit committee consists of Gordon Clanach&aif; Jonathan Legg, and David Margolis, all of
whom are independent and financially literate icaadance with the definitions provided for in Midteral
Instrument 52-110 — Audit Committees.

Assessments

The Compensation and Corporate Governance Comneittegucts a review at least annually to determine
the effectiveness of the Board of Directors as aleshthe committees thereof as well as the cortidhuof
individual Directors. At the request of the Trustethe Compensation and Governance Committee ladlzerform
this function in respect of Trustees but subjedh®oversight and approval of the Trustees. Thest€es will fulfil
this responsibility directly at the Fund level afparticipating in discussions as members of tharBof Directors.

REPORT ON EXECUTIVE COMPENSATION
Composition of the Compensation and Governance Comittee

The Compensation and Governance Committee of X§d0@P has the responsibility to review and make
recommendations to the board of directors of X3)€8#&P concerning the compensation of the execoffieers of
XS Cargo GP. The Compensation and Governance Coearig comprised of the independent directors of XS
Cargo GP: David Margolus Q.C. (Chair), Jonathand.emd Gordon Clanachan. No member of the Compiensat
and Governance Committee is an officer, employeeroner officer or employee of the Fund, the Companany
of its subsidiaries.

Report on Executive Compensation

The Compensation and Governance Committee’s execatbmpensation philosophy is guided by its
objective to obtain and retain executives crittcathe success of the Company.

The compensation of the named Executive Officersists of three principal elements: salary, bomg a
LTIP awards. Base salaries are paid to the Named e Officers in accordance with each of thempoyment
agreements described under “Executive Compensatitmployment Contracts”. The salaries providedifothe
employment agreements were determined based on,nganoiher things, individual performance and
responsibilities, compensation paid to executive®tber organizations of similar size and comphlex@nd, in
certain cases, the salary paid to such person&idoywendor prior to the indirect acquisition by thend of the
Business.

In addition, each named Executive Officer is eatitto participate in a bonus plan and receivesradof
up to a specified percentage of his base salamydbas the achievement of certain key objectiveset@stablished
annually.
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When reviewing the salary of the Chief Executivdicaf, the Compensation and Governance Committee
of XS Cargo GP will consider, among other thingg, performance of the business, individual perforeaas well
as compensation practices of comparable organimtio

Report on Executive Compensation submitted by tbenggznsation and Governance Committee of XS
Cargo GP Inc.:

David Margolus, Q.C.
Jonathan Legg
Gordon Clanachan



18

Performance Graph

The following chart compares the cumulative totaitholder return, including the reinvestment of
distributions, from May 17, 2005, the date uponakhihe Fund completed its initial public offeringdathe Units
were first listed on the TSX, for $100 investedte Units of the Fund with the cumulative totaluretfrom the
S&P/TSX Canadian Income Trust Index (Total Retam) the S&P/TSX Composite Index.

Performance Graph
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Performance Graph Values May 17, 2005 Decembe2®15 December 31, 2006
XS Cargo Income Fund (Total $100.00 $147.45 $117.74
Return)
S&P/TSX Canadian Income Trust $100.00 $125.71 $122.13
Index (Total Return)
S&P/TSX Composite Index (Total $100.00 $121.71 $142.73
Return)
Actual Values May 17, 2005 December 31, 2005 Deezrh, 2006
XS Cargo Income Fund (Total $10.00 $13.95 $9.76
Return)
S&P/TSX Canadian Income Trust 183.20 230.30 223.75
Index (Total Return)
S&P/TSX Composite Index (Total 21,870.01 26,618.80 31,213.49
Return)

SECURITIES AUTHORIZED FOR ISSUANCE UNDER UNIT COMPE NSATION PLANS

The Fund does not have a compensation plan undehwinits of the Fund are authorized for issuance.
INDEBTEDNESS OF TRUSTEES, DIRECTORS AND EXECUTIVE OFFICERS
Aggregate Indebtedness

There is no indebtedness outstanding on the dat®hewed to (i) the Fund and any of its subsidsyrior

(i) another entity where that indebtedness isshigject of a guarantee, support agreement, lefteredit or other
similar arrangement or understanding provided kg Fland or any of its subsidiaries, by any presenoomer
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trustees, directors, executive officers and emmeyas applicable, of the Fund and its subsidianiemnnection
with (i) the purchase of securities, or (ii) alhet indebtedness, other than routine indebtedness.

Indebtedness of Trustees, Directors and Executivefticers under Securities Purchase and Other Program

Since the commencement of the Fund's most recemtigpleted financial year, there has been no
indebtedness outstanding owed to (i) the Fund or @hits subsidiaries, or (ii) another entity whesech
indebtedness is or has been the subject of a deatasupport agreement, letter of credit or othenilar
arrangement or understanding provided by the Furmhy of its subsidiaries, other than routine irtdehess, by
any individual who is, or at any time during thenBls most recently completed financial year wasuatee,
director or executive officer, as applicable, of fhund or XS Cargo GP, each proposed nominee dgati@h as a
Trustee of the Fund or a director of XS Cargo G, @ach associate of any such trustee, directegutixe officer
or proposed trustee or director.

INTEREST OF CERTAIN PERSONS OR COMPANIES IN MATTERS TO BE ACTED UPON

Other than as disclosed elsewhere herein, thersm@mmaterial interests, direct or indirect, by waly
beneficial ownership of securities or otherwiseany person who has been a trustee, director @muéxe officer of
the Fund or XS Cargo GP at any time since the Iméggnof the Fund's last financial year, each prepgasominee
for election as a Trustee of the Fund or a directoiXS Cargo GP, or any associate or affiliate oy af the
foregoing persons or companies, in any matter toatted upon, other than the election of directorther
appointment of auditors.

INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIO NS

Other than as set forth elsewhere in this InforamatCircular, no informed person of the Fund, noy an
proposed Trustee, nor any associate or affiliaterof informed person or proposed Trustee, has aaterial
interest, direct or indirect, in any transactioncg the commencement of the Fund's last finan@al wr in any
proposed transaction which has materially affectedould materially affect the Fund or any of itdsidiaries.

MANAGEMENT CONTRACTS

There are no management functions of the Fund ypo#its subsidiaries that are to any substangéagjrde
performed by a person other than the Trusteesctdir® or executive officers, as applicable, of Ehend or a
subsidiary, other than the services provided by &&go GP to the Fund and XSCOT pursuant to the
Administration Agreement.

PARTICULARS OF OTHER MATTERS TO BE ACTED UPON

The Trustees know of no matters to come beforédvibeting other than those referred to in the Notite
Meeting accompanying this Information Circular. Hosgr, if any other matters properly come beforeMieeting,
it is the intention of the Trustee representativesed in the Form of Proxy accompanying this Infation Circular
to vote the same in accordance with their bestretg of such matters.

ADDITIONAL INFORMATION

Additional information relating to the Fund may Bmund on SEDAR at www.sedar.com. Additional
financial information is provided in the Fund's #@ed consolidated financial statements and managgsne
discussion and analysis for the Fund's most recamtimpleted financial year. A copy of the Fundisaficial
statements and management's discussion and analgsigilable upon written request to the Chiefaicial Officer
of XS Cargo GP at 15435 - 131 Avenue, EdmontoneA#) T5V 0A4.
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APPROVAL OF CIRCULAR
The contents and the sending of this Informatioic@ar have been approved by the Trustees.
DATED this 9" day of May, 2007.
By Order of the Trustees
(signed) Jonathan Legg”

Chair, Trustees of
XS Cargo Income Fund
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SCHEDULE A
BOARD OF TRUSTEES MANDATE

The term Fund" refers to XS Cargo Income Fund, the tefdoard" refers to the board of trustees of the
Fund and the termGovernance Agreements refers, collectively, to th®eclaration of Trust of the Fund, the
Administration Agreement between the Fund, XS Cargo Operating Tru§SCOT") and XS Cargo GP Inc. (the
"GP"), the Securityholders Agreementbetween the Fund, XSCOT and the GP, XS Cargo ethitartnership (the
"LP") and others, th&Exchange Agreemenbetween the Fund, XSCOT, the GP, the LP and otdraghe.imited
Partnership Agreementgoverning the LP.

The Board is elected by the unitholders and isawmsible for the stewardship of the affairs of thend
The Board seeks to discharge such responsibilitydyyewing and discussing the Fund’'s investments] &
particular the Fund’s interest in the LP and the @M®l, as an investor, monitoring the stewardshipe GP by its
board of directors, subject to the provisions & @overnance Agreements.

The Board is responsible for establishing and na@ing a culture of integrity in the conduct of thiairs
of the Fund. To the extent within its authoritydo so, the Board seeks to discharge this respdihsityy satisfying
itself as to the integrity of the senior managenwnthe GP, as administrator (thAdministrator ") of the Fund
pursuant to the Administration Agreement, and,ragi@estor, monitoring the integrity of the senmanagement of
the LP and the GP.

Although trustees may be elected by the unitholtiefsring special expertise or a point of view toald
deliberations, they are not chosen to represerdricplar constituency. The best interests of th@ad-must be
paramount at all times.

DUTIES OF TRUSTEES

The Board discharges its responsibilities direethd through its committee, the Audit Committee. In
addition to this regular committee, the Board mpgant ad hoc committees periodically to addrestageissues
of a more short-term nature. In addition to the &aprimary role of overseeing the affairs of #hend, principal
duties include, but are not limited to the follogiicategories:

Oversight of Administrator

1. In accordance with the Declaration of Trust and Aldeninistration Agreement, the Board has delegated
authority for certain management and administratizters to the Administrator but has retained ity for the
oversight of the overall management of the Fundhis Tdelegation is summarized in the General Authori
Guidelines inSchedule "A" that require either prior authorization by the Bbar periodic review by the Board in
respect of specified matters.

2. The Board has the responsibility for approving éppointment of any officers of the Fund (collectyye
the "Fund Officers"), and approving the compensation of Fund Offi@ard employees, if any.

3. The Board may from time to time delegate authotitythe Administrator, to Fund Officers, if any, or
others as permitted by the Declaration of Trustttkta that are outside the scope of the authostgghted to the
Administrator or others and material transactiomsraviewed by and subject to the prior approvahefBoard.

Monitoring of Investments and Related Matters

4. As an investor, the Board will monitor and revielme tFund's investments including its investments in
XSCOT and its indirect investments through XSCOTtha LP and the GP and may question the strategids
plans of the LP and the GP.

5. The Board has the responsibility for monitoring tteenpliance by the LP and the GP with the Govereanc
Agreements to which the Fund is a party.
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6. The Board is responsible for considering approprmeasures it may take as an investor in the LRtend
GP if the performance of the LP or the GP, as #s®¢enay be, falls short of its goals or other spaticumstances
warrant or if the LP or the GP does not fulfill @bligations under the Governance Agreements tahwtiie Fund is
a party.

Financial Performance and Financial and Other Repating Matters

7. The Board is responsible for approving the audftedncial statements of the Fund and the notes and
Management’s Discussion and Analysis accompanyiag financial statements.

8. The Board is responsible for reviewing and apprgwimaterial transactions involving the Fund and ¢hos
matters that the Board is required to approve uttdeiDeclaration of Trust including the paymentatributions,
the issuance of trust units, acquisitions and digjpms of material assets by the Fund and materpénditures by
the Fund.

Board Organization

9. The Board retains the responsibility for managisgivn affairs including its composition, the séiee of
the Chair of the Board, candidates nominated facten to the Board, committee and committee chair
appointments, committee charters and trustee cosagien.

10. The Board may delegate to Board committees maiteis responsible for, including the approval of
compensation of the Board and management, if arg,approval of interim financial results of the Hurthe
conduct of performance evaluations and oversighhefFund's internal control systems, but the Baatdins its
oversight function and ultimate responsibility fbese matters and all other delegated responibilit

Policies and Procedures

11. The Board is responsible for:

(a) approving and monitoring compliance with all sigeait policies and procedures by which the
Fund is operated;

(b) approving policies and procedures designed to enshat the Fund operates at all times within
applicable laws and regulations and to the higbstal and moral standards; and

(© enforcing obligations of the trustees respectingfidential treatment of the Fund’s proprietary
information and Board deliberations.

12. The Board has approved a Joint Disclosure Polisgeeting communications to the public.
Communications and Reporting
13. The Board is responsible for:

(@ overseeing the accurate reporting of the finanp@aformance of the Fund to unitholders, other
security holders and regulators on a timely andlegdoasis;

(b) overseeing that the financial results of the Funel @eported fairly and in accordance with
generally accepted accounting standards and rdkgatidisclosure requirements;

(© ensuring the integrity of the internal control andnagement information systems of the Fund,;



(d)

(€)

(f)
(@)
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taking steps to enhance the timely disclosure gfather developments that have a significant and
material impact on the Fund;

reporting to unitholders on its stewardship as imayequired under applicable securities laws and
the rules of any stock exchange on which the Fundts are listed for trading;

overseeing the investor relations and communicatstrategy of the Fund; and

overseeing the Fund’s implementation of systemisabeommodate feedback from unitholders.



