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Management’s Discussion and Analysis

Liquidity and Capital Resources
Cash flows from operating activities of continuing operations
The Company’s fourth quarter 2008 cash flows from operating activities of continuing operations were $602 million compared to 
$530 million in the comparable period in 2007. The increase for the fourth quarter was mainly due to an increase in net earnings 
from continuing operations before minority interest, excluding the impact of the gain on disposal of business, restructuring and other
charges, and the fair value adjustment of GWL’s forward sale agreement.

Cash flows from (used in) investing activities of continuing operations
The Company’s fourth quarter 2008 cash flows from investing activities of continuing operations were $21 million compared to 
cash flows used in investing activities of continuing operations of $300 million in 2007. The primary reasons for the change include 
the $467 million of proceeds from the fourth quarter 2008 disposition of Weston Foods’ dairy and bottling operations and a decrease 
in the cash flows used in credit card receivables, after securitization. Offsetting these changes was an increase in capital spending
primarily associated with Loblaw’s investment in its infrastructure, and reduced proceeds from asset sales when compared to the same
period in 2007. Capital investment for the fourth quarter amounted to $383 million (2007 – $185 million).

Cash flows used in financing activities of continuing operations
The Company’s fourth quarter 2008 cash flows used in financing activities of continuing operations were $498 million compared 
to $197 million in 2007. This increase was primarily due to an increase in cash flows used in short term borrowings, largely driven 
by the reduction in GWL’s committed credit facility, as well as an increase in dividends paid in the quarter, which was due to the 
timing of payment.

10. DISCLOSURE CONTROLS AND PROCEDURES

Management is responsible for establishing and maintaining a system of disclosure controls and procedures to provide reasonable
assurance that all material information relating to the Company and its subsidiaries is gathered and reported to senior management 
on a timely basis so that appropriate decisions can be made regarding public disclosure. 

As required by National Instrument 52-109 (Certification of Disclosure in Issuers’ Annual and Interim Filings), the Chairman and 
President and the Chief Financial Officer have caused to be evaluated under their supervision the effectiveness of such disclosure
controls and procedures. Based on that evaluation, they have concluded that the design and operation of the system of disclosure
controls and procedures were effective as at December 31, 2008.

11. INTERNAL CONTROL OVER FINANCIAL REPORTING

Management is also responsible for establishing and maintaining adequate internal controls over financial reporting to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes 
in accordance with Canadian GAAP. 

As required by National Instrument 52-109 (Certification of Disclosure in Issuers’ Annual and Interim Filings), the Chairman and
President and the Chief Financial Officer have caused to be evaluated under their supervision the effectiveness of such internal controls
over financial reporting using the framework established in “Internal Control – Integrated Framework (COSO Framework) published by
the Committee of Sponsoring Organizations of the Treadway Commission (COSO)”. Based on that evaluation, they have concluded that 
the design and operation of the Company’s internal controls over financial reporting were effective as at December 31, 2008. 

In designing and evaluating such controls, it should be recognized that due to inherent limitations, any controls, no matter how well
designed and operated, can provide only reasonable assurance of achieving the desired control objectives and may not prevent or
detect misstatements. Projections of any evaluations of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.
Additionally, management is necessarily required to use judgment in evaluating controls and procedures. 

Changes in Internal Control over Financial Reporting
Management has also evaluated whether there were changes in the Company’s internal controls over financial reporting that occurred
during the quarter ended December 31, 2008 that have materially affected, or are reasonably likely to materially affect, the Company’s
internal control over financial reporting. Management has determined that no material changes occurred during this period.




