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Adjusted operating income(1) in the fourth quarter of 2006 was $286 million compared to $441 million in 2005, resulting in adjusted operating
margins(1) of 4.3% and 6.8% respectively. During the fourth quarter of 2006, the Company continued to incur higher than anticipated store 
and distribution centre operational costs, particularly in higher inventory shrinkage and labour of approximately $35 million and approximately
$20 million, respectively. Investments in lower food prices continued into the fourth quarter with an approximate 0.5% investment in food
pricing, which resulted in an adverse impact to operating income of approximately $30 million when compared to the same period last year. 
As the Company continued to manage its inventory levels down to more desirable levels in store backrooms, outside storage and distribution
centres, some success was realized in the fourth quarter from the focused clearance pricing of certain categories resulting in higher general
merchandise mark downs in the range of $15 million to $20 million from the clearance of inventory through retail stores. Incremental supply
chain costs and information technology investments of approximately $15 million were also absorbed in the fourth quarter.

Adjusted EBITDA(1) and EBITDA margin(1) for the fourth quarter were $414 million and 6.2%, respectively. For the comparable period 
of 2005, adjusted EBITDA(1) and EBITDA margin(1) were $573 million and 8.9%, respectively. 

Total interest expense for the fourth quarter was flat compared to that of last year for the same period. 

The effective income tax rate for the fourth quarter of 2006 was negative 0.3% compared to 39.6% in 2005. This significant change 
in the effective income tax rate was due to the non-cash goodwill impairment recorded in the quarter which is not subject to income 
tax. In addition, the effective income tax rate was impacted by a change in the proportion of taxable income earned across 
different tax jurisdictions. 

Net loss for the quarter was $756 million, a decrease of $957 million from the same period last year. Basic net loss per common share 
was $2.76, a decrease of $3.49 from a basic net earnings per common share of 73 cents in 2005. Adjusted basic net earnings per common
share(1) decreased 36 cents or 38.3% to 58 cents in 2006 from 94 cents in 2005. 

Fourth quarter cash flows from operating activities were $777 million in 2006 compared to $830 million in 2005. The decrease was mainly
a result of lower net earnings before minority interest. Fourth quarter cash flows used in investing activities were $409 million in 2006
compared to $456 million in 2005. Capital investment for the fourth quarter amounted to $261 million (2005 – $335 million). Fourth quarter
cash flows used in financing activities were $267 million in 2006 compared to $333 million in 2005. 

9. Management’s Certification of Disclosure Controls and Procedures 

Management is responsible for designing disclosure controls and procedures to provide reasonable assurance that all material information
relating to the Company and its subsidiaries, is gathered and reported to senior management on a timely basis so that appropriate 
decisions can be made regarding public disclosure. As required by Multilateral Instrument 52-109 (Certification of Disclosure in Issuers’
Annual and Interim Filings) of the Canadian Securities Administrators, the Executive Chairman as chief executive officer and the Executive
Vice President as chief financial officer have evaluated the effectiveness of such disclosure controls and procedures and have concluded
that the Company’s disclosure controls and procedures are effective as at December 30, 2006.

(1) See Non-GAAP Financial Measures on page 40.




