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The following Management’s Discussion and Analysis (“MD&A”) for Loblaw Companies Limited and its subsidiaries (collectively, the
“Company” or “Loblaw”) should be read in conjunction with the consolidated financial statements and the accompanying notes on pages 45
to 77 of this Financial Report. The consolidated financial statements and the accompanying notes have been prepared in accordance with
Canadian generally accepted accounting principles (“GAAP”) and are reported in Canadian dollars. The consolidated financial statements
include the accounts of the Company and its subsidiaries and variable interest entities (“VIEs”) that the Company is required to consolidate
in accordance with Accounting Guideline 15, “Consolidation of Variable Interest Entities”, (“AcG 15”). A glossary of terms used throughout
this Financial Report can be found on page 80. The information in this MD&A is current to March 13, 2007, unless otherwise noted.

1. Forward-Looking Statements

This Annual Report, including the Annual Summary and this MD&A, contains forward-looking statements which reflect management’s
expectations and are contained in discussions regarding the Company’s objectives, plans, goals, aspirations, strategies, potential future
growth, results of operations, performance and business prospects and opportunities. Forward-looking statements are typically, though 
not always, identified by words or phrases such as “anticipates”, “expects”, “believes”, “estimates”, “intends” and other similar expressions. 

These forward-looking statements are not guarantees, but only predictions. Although the Company believes that these statements are based
on information and assumptions which are current, reasonable and complete, these statements are necessarily subject to a number of
factors that could cause actual results to vary significantly from the estimates, projections and intentions. Such differences may be caused
by factors which include, but are not limited to, changes in consumer spending and preferences, heightened competition including new
competitors and expansion of current competitors, changes in the Company’s or its competitors’ pricing strategies, the ability to realize
anticipated cost savings and efficiencies, including those resulting from restructuring, inventory liquidation and other cost reduction and
simplification initiatives, the ability to execute restructuring plans, implement strategies and introduce innovative products successfully 
and in a timely manner, changes in the markets for the inventory intended for liquidation and changes in the expected realizable value and
costs associated with the liquidation, unanticipated, increased or decreased costs associated with the announced initiatives, including those
related to compensation costs, the Company’s relationship with its employees, results of labour negotiations including the terms of future
collective bargaining agreements, changes to the regulatory environment in which the Company operates now or in the future, changes 
in the Company’s tax liabilities, either through changes in tax laws or future assessments, performance of third-party service providers, 
public health events, the ability of the Company to attract and retain key executives and supply and quality control issues with vendors. 
The calculation of the goodwill impairment charge described in this MD&A involves the estimation of several variables, including but 
not limited to market multiples, projected future sales and earnings, capital investment, discount rates, terminal growth rates and the 
fair values of those assets and liabilities being valued. The Company cautions that this list of factors is not exhaustive. 

The assumptions applied in making the forward-looking statements contained in this Annual Report, including this MD&A include 
the following: economic conditions do not materially change from those expected, patterns of consumer spending are reasonably consistent 
with historical trends, no new significant competitors enter our market nor does any existing competitor unexpectedly significantly 
increase its presence, neither the Company’s nor its competitors’ pricing strategies change materially, the Company successfully offers 
new and innovative products and executes its strategies as planned, anticipated cost savings and efficiencies are realized as planned,
continuing future restructuring activities are effectively executed in a timely manner, costs associated with the liquidation of inventory are
not higher or lower than expected, the Company’s assumptions regarding average compensation costs and average years of service for
employees affected by the simplification initiatives are materially correct, the Company does not significantly change its approach to its
current restructuring activities, there is no material amount of excess inventory in the Company’s supply chain, there are no material 
work stoppages and the performance of third-party service providers is in accordance with expectations.
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These estimates and assumptions may change in the future due to uncertain competitive and economic market conditions or changes 
in business strategies. This list of factors and other risks and uncertainties are discussed in the Company’s materials filed with the
Canadian securities regulatory authorities from time to time, including the Risks and Risk Management section of this MD&A.

Potential investors and other readers are urged to consider these factors carefully in evaluating these forward-looking statements 
and are cautioned not to place undue reliance on them. The forward-looking statements included in this Annual Report, including this MD&A
are made only as of the filing date of this Annual Report and the Company disclaims any obligation or intention to publicly update these
forward-looking statements to reflect new information, future events or otherwise. In light of these risks, uncertainties and assumptions, 
the forward-looking events contained in these forward-looking statements may or may not occur. The Company cannot assure that projected
results or events will be achieved. 

2. Overview 

Loblaw, a subsidiary of George Weston Limited, is Canada’s largest food distributor and a leading provider of general merchandise, drugstore
and financial products and services. Through its various operating banners, including 672 corporate stores and 405 franchised stores,
Loblaw is committed to providing Canadians across the country with a one-stop destination in meeting their food and everyday household
needs. For 50 years, the Company has supplied the Canadian market with innovative products and services through a portfolio of store
formats across Canada.

Corporate owned store banners include Atlantic Superstore, Dominion (in Newfoundland and Labrador), Extra Foods, Loblaws, 
Maxi, Maxi & Cie, Provigo, the Real Canadian Superstore and Zehrs and wholesale outlets operating as Cash & Carry, Presto and 
The Real Canadian Wholesale Club. The Company’s franchised and associated stores operate under the trade names Atlantic SaveEasy,
Fortinos, no frills, SuperValu, Valu-mart and Your Independent Grocer. The store network is supported by 26 Company-operated and 
2 third-party warehouse facilities located across Canada as well as temporary storage facilities when required.

The Company offers a strong control label program, including the President’s Choice, no name and Joe Fresh Style brands. In addition, 
the Company makes available to consumers President’s Choice Financial services and products, including the President’s Choice
Financial MasterCard®, and PC Financial auto, home, travel and pet insurance, PC Mobile phone service, as well as a loyalty program
known as PC points. 

The Company competes in the retail industry in Canada, which is a changing and competitive market. Consumer needs drive industry changes,
which are impacted by changing demographic and economic trends such as changes in disposable income, ethnic diversity, nutritional
awareness and time availability. Over the past several years, consumers have demanded more choice, value and convenience. Customer
satisfaction is central to the success of the Company’s business.

The Company competes with non-traditional competitors as well as traditional supermarkets. Recent industry changes have seen the
expansion of non-traditional competitors, such as mass merchandisers, warehouse clubs, drugstores, limited assortment stores, discount
stores, convenience stores and specialty stores, all of which continue to increase their offerings of products typically associated with
traditional supermarkets. Over the past several years, there has been an increase in the number of retail outlets that traditionally exclusively
featured food, general merchandise or drugstore items that now offer a selection of these items, resulting in what is commonly referred 
to in the industry as “channel blurring”. This evolution of the retail landscape presents a number of issues for traditional grocers: the need to
reposition conventional supermarkets to either expand or, conversely, better focus their offerings; the reality of lower prices offered by discount
retailers; and the need to reduce operating and labour costs in order to maintain earnings in light of lower prices and increased competition. 




