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During 2007, Weston Foods approved plans to restructure its Ontario frozen bakery distribution operations, to further restructure 
its Quebec fresh bakery distribution operations and to restructure the dairy distribution network. As a result of these restructuring 
plans, Weston Foods recognized $3 of employee termination costs and other exit related costs during 2007. This restructuring 
was substantially completed by year end 2008.

Operational Restructuring
During 2008, Weston Foods approved a plan to restructure the operating structure of the Canadian bakery business. The plan involves
segregating certain functional departments between the fresh and frozen bakery businesses and centralization of other functions. 
As a result of this restructuring plan, Weston Foods recognized $4 of employee termination costs during 2008.

During 2008, employee termination costs and other exit related costs of approximately $3 (2007 – $17) were paid related to all Weston
Foods restructuring activities. As at year end 2008, the accrued liabilities relating to restructuring activities were $7 (2007 – $3).

Loblaw
Project Simplify
During 2007, Loblaw approved and announced the restructuring of its merchandising and store operations into more streamlined
functions as part of Project Simplify. The 2008 charge of $3 (2007 – $197) is comprised of $2 (2007 – $139) for employee 
termination costs including severance, additional pension costs resulting from the termination of employees and retention costs; 
and $1 (2007 – $58) of other costs, primarily consulting directly associated with the restructuring. Cash payments during 2008 
were $36 (2007 – $149). As at year end 2008, a remaining liability of $1 (2007 – $33) was recorded on the consolidated balance
sheet in respect of this initiative. 

Store Operations
During 2007, Loblaw completed the previously announced restructuring of its store operations. In 2008, Loblaw recognized income of
$3 (2007 – charge of $16) related to this plan. Cash payments during 2008 were $1 (2007 – $22). As at year end 2008, a remaining
liability of nil (2007 – $3) was recorded on the consolidated balance sheet in respect of this initiative. 

Supply Chain Network
During 2005, Loblaw approved a comprehensive plan to restructure its supply chain operations nationally. In 2008, Loblaw recognized
income of $1 (2007 – charge of $9) comprised of income of $3 (2007 – charge of $7) for employee termination costs resulting from
planned involuntary terminations and a charge of $2 (2007 – $2) for site closing and other costs. Cash payments during 2008 were
$25 (2007 – $5). As at year end 2008, a remaining liability of $7 (2007 – $33) was recorded on the consolidated balance sheet in
respect of this initiative.

5. INTEREST EXPENSE AND OTHER FINANCING CHARGES

2008 2007

Interest on long term debt $ 396 $ 396
Interest expense on financial derivative instruments (note 27) 2 21
Other financing charges(1) (15) (167)
Net short term interest income (note 11) (13) (31)
Interest income on security deposits (12) (22)
Dividends on capital securities 22
Capitalized to fixed assets (20) (22)

Interest expense and other financing charges $ 360 $ 175

(1) Other financing charges for 2008 include a non-cash charge of $11 (2007 – non-cash income of $141) related to the fair value
adjustment of GWL’s forward sale agreement for 9.6 million Loblaw common shares, which was entered into during 2001 and
matures in 2031. The fair value adjustment of the forward contract is a non-cash item resulting from fluctuations in the market
price of the underlying Loblaw common shares that GWL owns. GWL does not record any change in the market price associated
with the Loblaw common shares it owns. Any cash paid under the forward contract could be offset by the sale of Loblaw common
shares. Also included in other financing charges is forward accretion income of $43 (2007 – $42) net of the forward fee of 
$17 (2007 – $16) associated with GWL’s forward sale agreement.
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During 2008, net interest expense of $407 (2007 – $374) was recorded related to the financial assets and financial liabilities not
classified as held-for-trading. In addition, $37 (2007 – $64) of income from cash, cash equivalents and short term investments, 
the majority of which are denominated in United States dollars and are held or managed by Glenhuron Bank Limited (“Glenhuron”), 
a wholly owned subsidiary of Loblaw in Barbados, was recognized in net short term interest income. Interest income on security
deposits were also earned by the Company.

Interest on debt and dividends on capital securities paid in 2008 was $561 (2007 – $548), and interest received on cash, short 
term investments and security deposits in 2008 was $167 (2007 – $171).

6. BUSINESS ACQUISITIONS

During 2008, Weston Foods purchased a frozen bakery manufacturing facility in Ontario, Canada for cash consideration of $10. 
The acquisition was accounted for using the purchase method of accounting. The fair value of the net assets acquired consisted 
of $1 of inventories and $10 of fixed assets, net of current liabilities of $1. 

In the normal course of business, Loblaw may acquire from time to time franchisee stores and convert them to corporate stores. 
In 2008, Loblaw acquired 1 franchisee business (2007 – 4 franchisee businesses). The acquisitions were accounted for using the
purchase method of accounting with the results of the business acquired included in the consolidated financial statements from 
the date of acquisition. The fair value of the net assets acquired consisted of fixed assets of nil (2007 – $3), other assets principally
inventory of nil (2007 – $1) and goodwill of $1 (2007 – $8) for cash consideration of $1 (2007 – $9), net of accounts receivable 
due from the franchisees of nil (2007 – $3).

7. BUSINESS DISPOSITIONS

During 2008, Weston Foods sold the net assets of its Canadian dairy and bottling operations for cash proceeds of $467, which resulted
in a pre-tax gain of $335 ($281, net of tax). The carrying value of the net assets sold consisted of fixed assets of $54, goodwill of 
$11 and negative working capital of $6. Prior to the closing, Weston Foods paid Loblaw $65 in consideration of Loblaw’s agreement 
to enter into a long term supply agreement with the dairy and bottling operations. This payment will be recognized into operating income
by Loblaw over the term of the agreement as goods are purchased. The dairy and bottling operations generated sales of $543 and
operating income of $47 for Weston Foods in 2008. Depreciation expense was $6 in 2008.

In 2008, Loblaw disposed of its food service business for proceeds of $36 which resulted in a pre-tax gain of $22 in operating income
($16, net of tax). 




