
Employee Share Ownership Plan The Company maintains an Employee Share Ownership Plan which allows employees to acquire 
the Company’s common shares through regular payroll deductions of up to 5% of their gross regular earnings. The Company contributes 
an additional 25% of each employee’s contribution to the plan, which is recognized in operating income as a compensation cost when 
the contribution is made. 

Deferred Share Units Members of the Company’s Board of Directors may elect annually to receive all or a portion of their annual retainer(s)
and fees in the form of deferred share units, which are accounted for using the intrinsic value method. Under the intrinsic value method, 
the deferred share unit compensation liability is the amount by which the market price of the common shares exceeds the initial value of the
deferred share unit. The year-over-year change in the deferred share unit compensation liability is recognized in operating income. 

Use of Estimates and Assumptions The preparation of the consolidated financial statements requires management to make estimates 
and assumptions that affect the reported amounts and disclosures made in the consolidated financial statements and accompanying notes.
These estimates and assumptions are based on management’s historical experience, best knowledge of current events and conditions 
and activities that may be undertaken in the future. Actual results could differ from these estimates. 

Certain estimates, such as those related to valuation of inventories, goodwill, income taxes, Goods and Services Tax and provincial sales
taxes, fixed assets and employee future benefits, depend upon subjective or complex judgments about matters that may be uncertain, and
changes in those estimates could materially impact the consolidated financial statements.

Comparative Information Certain prior year’s information was reclassified to conform with current year’s presentation. 

Note 2. Implementation of New Accounting Standards 

Accounting Standards Implemented in 2006
Effective January 1, 2006, the Company implemented Emerging Issues Committee Abstract 156, “Accounting by a Vendor for Consideration
Given to a Customer (Including a Reseller of the Vendor’s Products)”, (“EIC 156”) issued by the Canadian Institute of Chartered Accountants
in September 2005. EIC 156 addresses cash consideration, including sales incentives, given by a vendor to a customer. This consideration 
is presumed to be a reduction of the selling price of the vendor’s products and should therefore be classified as a reduction of sales in the
vendor’s statement of earnings. 

Prior to the implementation of EIC 156, the Company recorded certain sales incentives paid to independent franchisees, associates 
and independent accounts in cost of sales, selling and administrative expenses on the consolidated statements of earnings. Accordingly, 
the implementation of EIC 156, on a retroactive basis, resulted in a reduction in both sales and cost of sales, selling and administrative
expenses of $174 for 2005. As reclassifications, these changes did not impact net earnings.

Accounting Standards Implemented in 2005
Effective January 2, 2005, the Company implemented AcG 15, retroactively without restatement of prior periods and as a result, the
Company consolidates entities in which it has control through ownership of a majority of the voting interests as well as all VIEs for which 
it is the primary beneficiary. 

AcG 15 defines a variable interest entity as an entity that either does not have sufficient equity at risk to finance its activities without
subordinated financial support or where the holders of the equity at risk lack the characteristics of a controlling financial interest. AcG 15
requires the primary beneficiary to consolidate VIEs and considers an entity to be the primary beneficiary of a VIE if it holds variable interests
that expose it to a majority of the VIE’s expected losses or that entitle it to receive a majority of the VIE’s expected residual returns or both. 
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Upon implementation of AcG 15, the Company identified the following significant VIEs: 

Independent Franchisees The Company enters into various forms of franchise agreements that generally require the independent
franchisee to purchase inventory from the Company and pay certain fees in exchange for services provided by the Company and for 
the right to use certain trademarks and licences owned by the Company. Independent franchisees generally lease the land and building 
from the Company, and when eligible, may obtain financing through a structure involving independent trusts to facilitate the purchase 
of the majority of their inventory and fixed assets, consisting mainly of fixturing and equipment. These trusts are administered by a major
Canadian chartered bank. Under the terms of certain franchise agreements, the Company may also lease equipment to independent
franchisees. Independent franchisees may also obtain financing through operating lines of credit with traditional financial institutions 
or through issuing preferred shares or notes payable to the Company. The Company monitors the financial condition of its independent
franchisees and provides for estimated losses or write-downs on its accounts and notes receivable or investments when appropriate. 
Upon implementation of AcG 15, the Company determined that 121 of its independent franchise stores met the criteria for VIEs that require
consolidation by the Company pursuant to AcG 15. 

As at year end 2006, 123 (2005 – 123) of the Company’s independent franchise stores met the criteria for a VIE and were consolidated
pursuant to AcG 15. 

Warehouse and Distribution Agreement The Company has entered into a warehouse and distribution agreement with a third party 
to provide to the Company distribution and warehousing services from a dedicated facility. The Company has no equity interest in this third
party; however, the terms of the agreement with the third party are such that the Company has determined that the third party meets 
the criteria for a VIE that requires consolidation by the Company. As a result of the fee structure agreed to with this third party, the impact 
of the consolidation of the warehouse and distribution entity was not material. 

Accordingly, the Company has included the results of these independent franchisees and this third-party entity that provides distribution 
and warehousing services in its consolidated financial statements effective January 2, 2005.

An after-tax, one-time charge of $29 (net of income taxes of $12) was recorded upon implementation and resulted mainly from delaying 
the recognition of vendor monies to when the related inventories of the independent franchisees are sold to their customers, the excess 
of the independent franchisees’ accumulated losses over the allowance for doubtful accounts previously recorded by the Company and 
the reversal of initial franchise fees initially recognized upon the sale of franchises to third parties. 

Independent Trust The Company has also identified that it holds a variable interest, by way of a standby letter of credit, in an independent
trust which is used to securitize credit card receivables for PC Bank. In these securitizations, PC Bank sells a portion of its credit card
receivables to the independent trust in exchange for cash. Although this independent trust has been identified as a VIE, it was determined
that the Company is not the primary beneficiary and therefore this VIE is not subject to consolidation by the Company. The Company’s
maximum exposure to loss as a result of its involvement with this independent trust is disclosed in Notes 11 and 21. 

The consolidation of these VIEs by the Company does not result in any change to its tax, legal or credit risks, nor does it result in the
Company assuming any obligations of these third parties.
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