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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. 
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Since the beginning of 2005 and throughout 2006, the financial performance of the Company has been uncharacteristically poor. 2006 
was a year of challenge and change for the Company as it evolves through its continued transformation into a company that will be truly
competitive over the long term. The past year saw a number of significant changes in the operations of the Company, including the change 
in senior leadership. Galen G. Weston was appointed Executive Chairman of the Company’s Board of Directors (the “Board”), Mark Foote
became President and Chief Merchandising Officer and Allan L. Leighton joined the Board as Deputy Chairman. Early in 2007, Dalton Philips
joined the Company as Chief Operating Officer and William M. Wells will be joining the Company as Chief Financial Officer, effective 
April 2007. A 100 Day Review of the Company commenced in the latter half of 2006 which focused on key drivers of the business such as
fresh food presentation, maximizing employee engagement, the performance of retailing basics and customer satisfaction. The results of 
this review provided key inputs into management’s future business priorities and vision for the organization. 

3. Vision and Strategies 

Vision
Loblaw’s vision is to maximize the return on its assets under the three main principles of, “Simplify, Innovate, Grow” in addition to 
its “Formula for Growth”. The Company strives to be consumer focused, cost effective and agile. While accepting prudent operating risks,
Loblaw seeks long term, stable growth supported by a strong balance sheet, with the goal of providing sustainable superior returns to 
its shareholders through a combination of common share price appreciation and dividends. 

Strategies
Under the principles of Simplify, Innovate, Grow, the Company employs various operating and financial strategies which guide the Company
over the long term and represent a philosophy for the way in which it conducts its business. 

Loblaw is simplifying the organization by more clearly defining accountabilities, eliminating duplication and establishing consistent, simple
and efficient processes. A less complex organizational structure and a short list of key performance indicators are expected to lead to 
more focus on customers and store operations.

Innovation is one of the many strengths of Loblaw, most clearly exhibited by its control label offerings. The Company supports innovation
based on the belief that providing consumers with new products and convenient services at competitive prices and stimulating shopping
environments is critical to its success.

The new management team developed its Formula for Growth to define priorities for a three year renewal plan. In order to provide an
integrated offering of food, general merchandise and drugstore, the Company’s Formula for Growth focuses on the following:
• best format: truly distinctive formats meeting customers’ different needs;
• fresh first: best fresh food offering;
• control label advantage: leading in the development of unique, high quality control label products and services;
• Joe Fresh Style: ensuring great style at an affordable price;
• health, home and wholesome: making healthy living affordable;
• priced right: providing best value;
• always available: best in-stock positions; and
• friendly colleagues motivated to serve.

The Company’s long term operating strategies are consistent with its Formula for Growth and continue to be as follows: 
• using the cash flow generated in the business to invest in its future; 
• owning its real estate, where possible, to maximize flexibility for product and business opportunities in the future; 
• using a multi-format approach to maximize market share over the longer term; 
• focusing on food but serving the consumer’s everyday household needs; 




