15. ACCOUNTING STANDARDS IMPLEMENTED IN 2008

Capital Disclosures and Financial Instruments — Disclosure and Presentation

In December 2006, the CICA issued three new accounting standards: Section 1535, “Capital Disclosures” (“Section 1535"),
Section 3862, “Financial Instruments — Disclosures” (“Section 3862") and Section 3863, “Financial Instruments — Presentation”
(“Section 3863").

Section 1535 establishes guidelines for the disclosure of information regarding a company’s capital and how it is managed.
Enhanced disclosures with respect to the entity’s objectives, policies and processes for managing capital and quantitative disclosure
about what the entity regards as capital are required. For new disclosures, refer to note 24 to the consolidated financial statements.
The adoption of Section 1535 did not have an impact on the Company’s results of operations or financial condition.

Section 3862 and Section 3863 replaced Section 3861, “Financial Instruments — Disclosure and Presentation”. Section 3862 requires
increased disclosures regarding the risks associated with financial instruments and how these risks are managed. Section 3863
carries forward standards for the presentation of financial instruments and non-financial derivative instruments and provides additional
guidance for the classification of financial instruments, from the perspective of the issuer, between liabilities and equity. For new
disclosures, refer to notes 28 and 29 to the consolidated financial statements. Comparative information about the nature and extent
of risks arising from financial instruments is not required in the year Section 3862 is adopted. The adoption of Section 3862 and
Section 3863 did not have an impact on the Company’s results of operations or financial condition.

Inventories

Effective January 1, 2008, the Company implemented Section 3031, “Inventories” (“Section 3031"), which replaced Section 3030

of the same title. Section 3031 provides guidance with respect to the determination of cost and requires inventories to be measured

at the lower of cost and net realizable value. Costs such as storage costs and administrative overhead that do not contribute to bringing
inventories to their present location and condition are specifically excluded from the cost of inventories and expensed in the period
incurred. Reversal of previous write-downs to net realizable value when there is a subsequent increase in the value of inventories is
now required. The cost of the inventories should be based on a first-in, first-out or a weighted average cost formula. Techniques used for
the measurement of cost of inventories, such as the retail method, may be used if the results approximate cost. The new standard also
requires additional disclosures including the accounting policies used in measuring inventories, the carrying amount of the inventories,
amounts recognized as an expense during the period, write-downs below cost to net realizable value for inventories recorded at period
end and the amount of any reversal of any write-downs recognized as a reduction in expenses.

Upon implementation of Section 3031, a decrease in opening inventories of $67 million and a corresponding decrease of $27 million
to opening retained earnings net of income taxes of $25 million and minority interest of $15 million were recorded on the consolidated
balance sheet resulting mainly from the application by Loblaw of a consistent cost formula for all inventories having a similar

nature and use. For further details of the specific accounting changes and related impacts, see notes 2 and 14 to the consolidated
financial statements.





