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Management’s Discussion and Analysis

2. OVERVIEW

George Weston Limited is a Canadian public company, founded in 1882, engaged in food processing and distribution. The Company 
has two reportable operating segments: Loblaw and Weston Foods, and holds cash and short term investments. The Loblaw operating
segment, which is operated by Loblaw Companies Limited and its subsidiaries, is Canada’s largest food distributor and a leading
provider of general merchandise, drugstore, and financial products and services. The Weston Foods operating segment is a leading 
fresh and frozen baking company in Canada and is engaged in frozen baking and biscuit manufacturing in the United States.

In December 2008, the Company sold its Canadian dairy and bottling operations and in January 2009 sold its fresh bread and baked
goods business in the United States (“U.S. fresh bakery business”). As a result, the Company currently holds a significant amount of
cash and short term investments.

3. VISION

The Company vision has been, and continues to be, centred on three main principles: growth, innovation and flexibility. The Company
seeks long term, stable growth in its operating segments, while accepting prudent operating risks through continuous capital investment
supported by a strong balance sheet, with the goal of providing sustainable returns to its shareholders through a combination of
common share price appreciation and dividends. 

The Company believes that to be successful over the long term, it must deliver on what its customers and consumers want, today 
and in the future. The Company encourages innovation in order to provide consumers with new products and convenient services 
at competitive prices that meet consumers’ everyday household needs. 

Looking ahead, the Company plans to achieve these goals by focusing on its long term operating and financial strategies as 
discussed below.

4. OPERATING AND FINANCIAL STRATEGIES

To be successful in achieving its vision, the Company employs various operating and financial strategies. The Company engages in
strategic acquisitions and dispositions when it is in the best long term interests of its shareholders to do so. As a result of the recent
dispositions, the Company holds significant cash and short term investments, and is in the process of assessing opportunities for 
the deployment of these funds.

Each of the Company’s two reportable operating segments has its own risk profile and operating risk management strategies. 

Weston Foods’ long term operating strategies include:
• customer alignment;
• brand development including innovative new products to meet the nutritional and dietary concerns of consumers;
• plant and distribution optimization including capital investment to strategically position facilities to support growth

and enhance quality, productivity and efficiencies;
• ongoing cost reduction initiatives with the objective of ensuring a low cost operating structure and economies of scale;
• strategic acquisitions and relationships to broaden market penetration and expand geographic presence; and
• building leadership capability.

Loblaw’s mission is to be Canada’s best food, health and home retailer by exceeding customer expectations through innovative products
at great prices. This will be achieved by transforming Loblaw into a centralized, marketing-led organization with an unrelenting focus on
customers, stores and products, while leveraging scale and developing capacity for consistent execution to drive profitable growth.

Loblaw is committed to providing Canadians with a wide, growing and successful range of products and services to meet the everyday
household demands of Canadian consumers. Loblaw is known for the quality, innovation and value of its food offering. It offers Canada’s
strongest control (private) label program, including the unique President’s Choice, no name and Joe Fresh Style brands. In addition,
Loblaw makes available to consumers President’s Choice Financial services and offers the PC points loyalty program.

In 2008, Loblaw continued to refine and simplify its processes and systems, initiated several innovation efforts and made measured
progress on key growth opportunities. Some of Loblaw’s key accomplishments in 2008 include:
• continued to improve price position by format and effectively embed pricing index management in the organization; 
• leveraged national scale to negotiate cost of goods sold and goods not for resale reductions to offset planned margin investment;
• successfully piloted a food renewal and enhanced customer service program in 18 “Back to Best” Ontario great food stores;
• enhanced local merchandising focus by appointing a small number of local market merchants;
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• initiated the revitalization and redesign of President’s Choice and no name control label brands;
• commenced the western Canada store refurbishment program;
• continued to embed the new store operations model across the country to improve shrink, labour, store expenses and availability;
• progressed in efforts to rebuild supply chain and information technology infrastructure; and
• completed three key management changes, appointing a new President, Chief Merchandising Officer and a new Chief 

Financial Officer.

Loblaw remains confident in its strategy. In 2009, Loblaw will build upon the foundation that was laid in 2008, while focusing on 
cost control, conserving cash and managing capital expenditures. It will continue to concentrate on growing the business through 
the Formula for Growth, while focusing on its immediate priorities of food renewal, store enhancements, product innovation,
infrastructure and customer value, including:
• an event driven marketing calendar;
• a 300-store renovation program that will enhance meat, seafood, produce and grocery offerings to customers;
• a renewed focus on in-store customer service;
• the celebration of President’s Choice 25th anniversary, which includes the rollout of 250 improved 

and 1,000 repackaged products; 
• the relaunch of Loblaw’s value-based no name brand, introducing more than 750 redesigned products; and
• dedicated investment to support information technology and supply chain infrastructure improvements.

The Company’s financial strategies include:
• maintain a strong balance sheet;
• minimize the risks and costs of operating and financing activities; and
• maintain liquidity and access to capital markets.

The success of these and other plans and strategies discussed in this MD&A may be affected by risks and uncertainties, including 
those described in the Enterprise Risks and Risk Management section of this MD&A, beginning on page 33.

GWL’s Board of Directors (the “Board”) and senior management meet annually to review strategic imperatives. These strategic
imperatives, which generally span a three to five year timeframe, target specific issues in response to the Company’s performance 
and changes in consumer needs and the competitive landscape. 

The Company believes that if it successfully implements and executes the strategic imperatives in support of its long term operating and
financial strategies, it will be well positioned to fulfill its vision of providing sustainable returns to its shareholders over the long term.

5. KEY PERFORMANCE INDICATORS

The Company continuously reviews and monitors its activities and key performance indicators, which it believes are important to
measuring the success of the implementation of its operating and financial strategies. Some of the Company’s key financial performance
indicators are set out below:

Key Financial Performance Indicators 2008 2007

Sales growth 4.8% 2.3%
EBITDA(1) ($ millions) $ 1,837 $ 1,525
EBITDA margin(1) 5.7% 5.0%
Basic net earnings per common share from continuing operations growth 88.2% 415.4%
Free cash flow(1) ($ millions) $ (219) $ 379
Net debt (excluding Exchangeable Debentures)(1) ($ millions) $ 3,569 $ 4,732
Net debt (excluding Exchangeable Debentures)(1) to equity ratio 0.58 0.96
Return on average common shareholders’ equity 13.3% 7.9%

(1) See non-GAAP financial measures beginning on page 46.

In addition, other operating performance indicators include but are not limited to: same-store sales growth; operating and administrative
cost management; new product development; customer service ratings; production waste; production efficiencies; and market share.




