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on the financial statements. These recommendations are effective for fiscal years beginning on or after January 1, 2007. The Company
will implement these recommendations as required on a prospective basis.

• Section 3862, “Financial Instruments Disclosure” and Section 3863, “Financial Instruments Presentation”, both issued in December 2006,
revise the current standards on financial instrument disclosure and presentation, and place an increased emphasis on disclosures 
regarding the risks associated with both recognized and unrecognized financial instruments and how these risks are managed. Section 3863
establishes standards for presentation of financial instruments and non-financial derivatives and provides additional guidance for
classification of financial instruments, from the perspective of the issuer, between liabilities and equity. These recommendations are
effective for fiscal years beginning on or after October 1, 2007 and therefore the Company will implement them in the first quarter of 2008.

• Section 1535, “Capital Disclosures”, issued in December 2006, establishes guidelines for the disclosure of information regarding 
a company’s capital and how it is managed. Enhanced disclosure with respect to the objectives, policies and processes for managing
capital and quantitative disclosures about what a company regards as capital are required. These recommendations are effective 
for fiscal years beginning on or after October 1, 2007 and therefore the Company will implement them in the first quarter of 2008.

• EIC Abstract 163, “Determining the variability to be considered in applying AcG-15”, issued in September 2006, addresses how 
to assess whether arrangements should be treated as variable interests or considered as creators of variability by a reporting enterprise
in applying AcG-15. This abstract is effective for fiscal years beginning on or after January 1, 2007. The Company will implement these
recommendations as required on a prospective basis. The Company does not expect the adoption of this abstract to have a material
impact on the consolidated financial statements.

14. Outlook 

Loblaw has a number of strengths at its core – strong market share and control label products and a strong store network under various
store formats with the potential to meet the needs of all Canadians. But as the Company looks forward, it must transition this enterprise 
into a lean company that is ready and able to compete on all fronts. 2006 marked the beginning of this transition. The Company’s main
focus going forward is on simplifying its organizational structure, on retailing basics such as on-shelf availability and customer focus, 
on innovation as a competitive advantage and on executing the Company’s growth strategy.

15. Non-GAAP Financial Measures 

The Company reports its financial results in accordance with Canadian GAAP. However, the Company has included certain non-GAAP
financial measures and ratios which it believes provide useful information to both management and readers of this Annual Report, including
this Financial Report, in measuring the financial performance and financial condition of the Company for the reasons set out below. 
These measures do not have a standardized meaning prescribed by Canadian GAAP and, therefore, may not be comparable to similarly 
titled measures presented by other publicly traded companies, nor should they be construed as an alternative to other financial measures
determined in accordance with Canadian GAAP. For the following tables, the annual non-GAAP financial measures for the years 2006
through to 2002, are for the 52 or 53 weeks ended or as at December 30, 2006; December 31, 2005; January 1, 2005; January 3, 2004; 
and December 28, 2002, respectively. 

Sales and Sales Growth Excluding the Impact of VIEs
These financial measures exclude the impact on sales from the consolidation by the Company of certain independent franchisees which
resulted from the implementation of AcG 15 retroactively without restatement effective January 2, 2005. This impact on sales is excluded
because the Company believes this allows for a more effective analysis of the operating performance of the Company. Both the current 
and comparative measures reflect the retroactive implementation of EIC 156. A reconciliation of the financial measures to the Canadian
GAAP financial measures is included in the table “Sales and Sales Growth Excluding the Impact of VIEs” on pages 8 and 25 of this MD&A. 




