
Note 6. Collective Agreement

During 2006, members of certain Ontario locals of the United Food and Commercial Workers union ratified a new four-year collective agreement.
The new agreement enables the Company to convert 44 stores in Ontario to the Real Canadian Superstore banner or food stores with
equivalent labour economics, and the flexibility to invest in additional store labour where appropriate. As a result of securing this agreement,
the Company recognized a one-time charge of $84 in operating income, including a $36 amount due to a multi-employer pension plan 
and a payment of $38 which was due upon ratification.

Note 7. Interest Expense

2006 2005

Interest on long term debt $ 284 $ 290
Interest expense (income) on financial derivative instruments 7 (6)
Net short term interest (11) (11)
Capitalized to fixed assets (21) (21)

Interest expense $ 259 $ 252

Net interest paid in 2006 was $278 (2005 – $263).

Note 8. Income Taxes 

The effective income tax rate in the consolidated statements of earnings is reported at a rate different than the weighted average basic
Canadian federal and provincial statutory income tax rate for the following reasons:

2006 2005

Weighted average basic Canadian federal and provincial statutory income tax rate 33.7% 34.4%
Net (decrease) increase resulting from:

Earnings in jurisdictions taxed at rates different
from the Canadian statutory income tax rates (0.6) 0.5

Non-taxable amounts (1.1) (0.7)
Large corporation tax – 0.5
Statutory income tax rate changes on future income tax balances (2.1) 0.3
Successful resolution of certain income tax matters from a previous year and other – (0.2)

Effective income tax rate before impact of non-deductible goodwill impairment charge 29.9% 34.8%
Non-deductible goodwill impairment charge 796.8 –

Effective income tax rate 826.7% 34.8%
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