






























































NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 

2. BUSINESS ACQUISITIONS 

i) On December 10,1998, the Company ~urfhased 98% of the common shares of Provigo, pursuant to 
which the Company issued 28,715,059 common shares and paid $771 in cash in addition to $89 of net bank 
indebtedness assumed on acquisition. The cash consideration was financed byway of a 364 day unsecured 
credit facility. Subsequent to period end, tbe Company purchased the rrmaining 2% of Provigo's common 
shares by issuing an additional 525,841 Loblaw common shares and paying $14 in cash for total cash paid 
and share consideration of $1.7 billion. 

This acquisition was accounted for using the purchase method. The acquisition date was so dose to 
period end that a final net asset fair d u e  allocation was not possible. As a result, the Company has recorded 
the assets and liabilities acquired at their net book value creating an excess purchase price of approximately 
$1.2 billion. The purchase price allocation d l  be finalized in 1999. Since December 10,1998,100% of 
Provigo's results of operations have been included in the Companfs consolidated financial statements net 
of the results of certain Pmvigo assets which may be sold in 1999. 

ii) On November 30,1998, the Company purchased Agora Foods, the Atlantic Canada food distribution 
operations of Oshawa Foods, for cash paid of $81 resulting in goodwill of $49. This acquisition was accounted 
for using the purchase method. The assets acquired and the liabilities assumed have been adjusted to fair value 
and the results of operations have been indnded in t h e  finanaal statements &om the dah of acqnisition. 

The goodwill arising on these transactions is being amortized over 40 years. 

The Company continues to address issues nised by tbe Competition Bweau in connection with its review 
of each of b e  acquisitions to determine which smm may be divested. A preliminary estimate was 
made and the results of these scores were excluded from reported sales and earnings in 1998. Appropriate 
adjustmentr will be made upon determination of which assets may be divested. Any gain or loss on the 
potential disposition will be reflected as an adjustment to the original purchase price allocation. 

Details of the total corlsideration paid and of the net assets acquired at assigned values are summarized below: 

I\s at Each Acquisition Date 
(In mill lo^ d dollan1 Provigo 1 ~ o r a  Fwds I Total 
ASSB~S other than nxed assets $ 632 ( $52 ( $ 684 

(including Provigo net bank indebtedness of $89 and gdwill 01 $43) 
RxBd assets 676 28 704 

Uabillties (Including Provlgo long term debt) (869) (48) (917) 

Net assets acquired $ 439 $32 $ 471 

Excess purchase price 1.236 1 49 1 1,285 
$1.675 ( $81  1 $1.756 

Less nomash consideration: I I I ~ ~ 

common shares issued (890) (890) 

Acquisition costs (14) (14) 

Cash paid $ 771 $ 81  $ 852 
Bank indebtedness assumed 89 1 I 89 
Cash consideration t 860 1 $81 I $ 941 
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6. PENSIONS 

The Company maintains defined benefit pension p1an.s. Current actuarial estimates indicate that the Cornpan* 
registered de6ned benefit pension p l m  have a present d u e  of accrued pension benefits of $544 (1997 - $472, 
1996 - $449) and a market-related d u e  of pension fand assea of $679 (1997 - $547, 1996 - $498). As at 
January 2, 1999, prepaid pension c m  of $97 (1997 - $79, 1996 - $78) relating m these plans are included 
in other assets. 

7. LONG TERM DEBT AND DEBT EQUIVALENTS 

lSS8 1997 1996 

Loblaw Companies Umlted Dsbentures 
Serles 5.10%. due 2006. retractable annually commencing 1996. 

redeemable In 2001 $ 50 S 50 $ 50 
Series 6, 9.75%. redeemed In 1998 75 75 
Series 8. 10%, due 2007, redeemable In 2002 61 61 61 

Prwlgo Inc. Debentures 
Serles 1991.11.25%, due 2001 100 
Serles 1996.6.7%. due 2008 125 
Series 1997, 6.35%. due 2004 100 

Loblaw Companies Llmlted Notes 
11.4%. due 2031 166 169 172 
8.75%. due 2033 ZOO 200 200 
7.34%. due 2001 100 100 100 
5.39% to 2000 and 7.91% thereafter. due 2007, redeemable In 2000 100 100 

6.65%. due 2027 100 100 
6.45%. due 2028 ZOO 

Other at a weighted average Interest rate of 11.1%. due 1999 to 2033 76 I 56 1 67 
Long term debt 1,378 911 725 
Debt equivalents. redeemed in 1998 I 16 1 17 
Total low term debt and debt equivalents 1,878 ( 927 ( 742 - 
Less due within one year 14 1 12 I 8 

$ 1 , W  1 $915 1 $734 

The five year schedule of repayment of long twm debt based on the earlier of maturity or &t rernction 
date, excluding the Series 5 debenmres which may be renewed depending on market conditions at the time 
af renewal, is as follows: 1999 - $14; 2000 - $13; 2001 - $204; 2002 - $2; 2003 - $2. 

oEseNrunEs The interest rate on the Series 5 debenmres was reset in 1998 at 10%. Current intentions are to 
reset the interest rate on the Series 5 debentures in 1999 to encourage renewal. Accordingly, the Series 5 
debentures are excluded from the amount due within one yea. The inclusion of the Series 1991,1996 and 
1997 debentures is a result of the Company's acquisition of Provigo. 

DEBT EQUIVALENTS 11" h11.n) First preferred shares, second series (authorized - 1,000,000) - $3.70 cumulative 
dividend redeemable at $70 each. On September 30,1998, these shares were redeemed according to their 
terms at $70 each. 
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INTEREST RATE DERIVATIVES The Company bas entered into interest rate derivative agreements converting a net 
notional $252 of 6.1% tixed rate debt into floating rnte debt The net maturities are as follows 1999 - %5; 
2000 - $177; 2002 - $6 and thereafter to 2004 - $24. 

COUNTERPARTI RISN Changes in the underlying exchange rates and interest rates of the Company's cnrrency and 
interest rate derivatives will result in market gnins and losses. Furthermore, the Company may be exposed 
to lossu should any counterparty to its derivative contracts fnil to fulfill its obligations. The Company has 
sought to minimize potential counterparty losses by transacting with counterparties that have a minimum 
A rating and placing risk adjusted limits on its exposure to any single counterparty. The Company has 
implemented internal policies, controls and  porting processes permitting ongoing assessment and correctme 
action respecting its derivatives activity. In addition, principal amounts on currency derivatives are netted by 
agreement and there is no exposure to lws of the notional principal amounts on the interest rate derivatives. 

FAIR VALUE OF FINANCIAL INSTRUMENTS The fair d u e  of a financial instnunent is the estimated amount that the 
Company would receive or pay to terminate the contracts at the reporting date. The following methods 
and assumptions were used to estimate the fair value of each type of financial insaument by reference to 
various market d u e  data and other valuation techniques as appropriate. 

The fair values of cash, short term investments, accounts receivable, bank indebtedness, commercial paper, 
accounts payable, acaned Liabilities, tans payable/recoverable and short tenn bank loans approximate their 
carrying d u e s  given their short term manuities. 

The fair values of long term debt issues are estimated based on the discounted cash payments of the debt at 
the Company's estimated incremental borrowing rates for debt of the same remaining maturities. 

The fair values of the Company's debt equivalents are estimated based on market quotes or the last trade 
closest to the repordng date. 

The fair d u e s  of interest rate derivatives are estimated by discounting cash payments of the derivatives at 
market derivative rates for derivatives of the same remaining maturities. 

IS08 1997 1996 
C.mhU Edmstld Carrying Estimated Carrying Estimated 

Value F h  WIN Value Falr Value Value Fair Value 
Long term debt and debt equivalents $1,878 S~,SSB $927 $1,098 $742 $898 
Interest rate derivatives net asset S a $ 7 S 18 





ELEVEN YEAR SUMMARY 

(L milllon oi dollmw 1998 1997 1996 1995 1994 1993 1992 1991 1990 1989 1988 
SALES AND EARNINGS 
SIIIOS 12,497 11,008 9,848 9,854 10.000 9.356 9.262 6.533 8.417 7.934 8.308 
Trading prom (EBRDA) 712 573 461 449 410 326 313 328 324 295 260 
Depreciation and 

amortization 105 147 122 129 138 126 120 109 109 104 100 
Operating income (EBIT) 527 426 359 320 272 200 193 219 215 191 160 
lnterest expanse 60 44 46 54 63 54 62 63 7 1  91  84 
lnccine taxes 190 169 139 124 63 56 45 57 55 39 19 
Net earnlngs 201 213 174 147 126 90 76 99 89 59 16 
FINANCIAL POSITION 
working capital (707) 202 154 179 29 148 145 262 50 34 80 
Fixed assets 3,194 2.093 1.738 1.491 1.603 1.414 1.231 1.115 1,078 1,044 1.052 
Total assets 7,105 4,013 3.531 3.197 3,042 2,743 2.504 2.362 2.282 2.040 2,004 
Total debt and debt 

equivalents ( ~ h  o w  1.M2 513 435 287 525 506 426 397 536 619 749 
Total shareholders' equity 2,595 1.495 1,311 1,160 1,105 985 916 884 718 652 501 
CASH FLOW 
Cash flw from 

operating activities 4 426 262 270 328 279 269 215 242 220 135 
Capital investment 599 517 389 302 339 315 198 159 171 166 192 
(Deusase) increase in cash (101) 107 (74) 165 (56) 84 (45) 222 15 56 29 

(11 Ratlor m O m D M  *I foWm 
Ravm on -ram mtal a"ets - wwaum i n e m  1EBm dMdN bv total assets .rclvdlm a s h  am short Urm Irmrtmatr. . . . . 
R a v m  on mmmon quw-  na aarnlw b.fon~ixtrmrmnay ~ m s  inu ~ m r ~  d ~ d s M s  ~ M M  by ~anse mmmon siwn capital. 

Wried emlngs. MaiC cumw mrnlatlon @u.mant n d  the gpl lab* w l b n  01 mmrlbvOd .umhlr. 
1-1 dew b t ~  rn equivalents to e ~ ~ n y -  tmal rn and debl equivam bss msh snd rhon Unn 1ms.armms 6Md.d b total s b M l d s n '  wlqr 

Cash Flow Components 
(I mmma) 

Cash Mws fmm Operaing Activities 

I Capital lhesbmnt I Total h b t  and DsM Equblents 
(un otM1 









CORPORATE DIRECTORY 

DlRCC?ORS 

W. PALEN WESTOW. O.C.. 6.1.. LL.D. 
CHAIRMAN AND DIRECTOR. 
LOBLAW COMPANIES LIMITED 
GEORGE WESTON LIMITED 
CHAIRMAN. 
WlTTlNGTON INVESTMENTS. LIMITED 
HOLT. RENFREW & CO.. LIMITED 
BROWN THOMAS GROUP LIMITED 
THE WINDSOR CLUB 
PRESIDENT. 
THEW. GARFIELD WESTON FOUNDATION 
DIRECTOR. 
ASSOCIATED BRITISH FOODS PLC 
CANADIAN IMPERIAL BANK OF COMMERCE 
FORTNUM & MASON PLC 
UNITED WORLD COLLEGES 

RICHARD J. CURRIE. C.M.. M.B.A.. 
LL.D.. P.E.O. 2 
PRESIDENT A N 0  DIRECTOR. 
LOBLAW COMPANIES LIMITED 
GEORGE WESTON LIMITED 
DIRECTOR. 
IMPERIAL OIL LIMITED 
BCE INC. 
BELL CANADA 
NORTHERN TELECOM LIMITED 

CAMILLA H. DALGLISH. 6.1. 4.5 
CORPORATE DIRECTOR. 
DIRECTOR. 
THEW. GARFIELD WESTON FOUNDATION 
FORTNUM & MASON PLC 
PAST PRESIOENT. 
CIVIC GARDEN CENTRE 
FORMER MEMBER OF THE BOARD OF 
DIRECTORS. 
ROYAL BOTANICAL GARDENS 

1 MEMBER - AUDIT COMMITTEE 
2 MEMBER - EXECUTIVE COMMITTEE 

ROBERT 1. DART. B.COIM.. F.C.A. 
PRESIDENT. 
WlTTlNGTON INVESTMENTS. LIMITED 
FORMER SENIOR TAX PARTNER. 
PRICE WATERHOUSE CANADA 
DIRECTOR. 
HOLT. RENFREW & CO.. LIMITED 
BROWN THOMAS GROUP LIMITED 
GEORGE WESTON LIMITED 

SHELDON V. D U R I S C N .  C.P.A. 
CORPORATE DIRECTOR. 
FORMER CHAIRMAN. 
NATIONAL TEA CO. 

AN7HONI  R. ORAHAM 
SENIOR EXECUTIVE VICE-PRESIDENT 
AND MANAGING DIRECTOR. 
LEVESPUE BEAUBIEN GEOFFRION INC. 
DIRECTOR. 
GEORGE WESTON LIMITED 
PRESIDENT'S CHOICE FINANCIAL 
TRUST COMPANY 
WlTTlNGTON INVESTMENTS. LIMITED 
GRAYMONT LIMITED 
POWER BROADCASTING INC. 
SCOTT'S RESTAURANTS INC. 

PIERRE MlCHAUD 
CHAIRMAN AND DIRECTOR. 
PROVIGO INC. 
RENO.DEPOT INC. 
DIRECTOR, 
CAPITAL D'AM~RIPUE 
LAURENTIAN BANK OF CANADA 
CASTORAMA S.A. IFRINCE) 
CANADA PENSION PLAN 
INVESTMENT BOARD 
OLD PORT OF MONTREAL CORPORATION INC. 

3 MEMBER - GOVERNANCE AND 
COMPENSATION COMMITTEE 

THE SIGNATURE GROUP 
FORMER PRESIDENT AND CEO. 
SEARS CANADA 
DIRECTOR, 
TRANS WORLD AIRLINES 

1.IAIN RONALD, I.B.A.. B.LAW.. F.C.A. 1.5 
CORPORATE DIRECTOR. 
CHAIRMAN. 
TRANSALTA POWER LTD. AND 
TRANSALTA COGENERATION LTD.. 
FORMER VICE CHAIRMAN. 
CANADIAN IMPERIAL BANK OF COMMERCE 
GROUP OF COMPANIES - -~ . 
DIRECTOR 
THE CANADA LIFE ASSURANCE COMPANY 
CAMBRIDGE SHOPPING CENTRES LIMITED 
NORTH WEST COMPANY INC. 
WITTINGTON INVESTMENTS. LIMITED 
PRESIDENT'S CHOICE FINANCIAL 
TRUST COMPANY 

JOSEPH H. WRIaHT. B.A. 3 , 5  
MANAGING PARTNER. 
CROSBIE & CO. 
CHAIRMAN AND DIRECTOR. 
ALERT CARE CORPORATION 
FORMER PRESIDENT AND CEO. 
SWISS BANK CORPORATION (CANADA) 
DIRECTOR. 
ST. LAURENT PAPERBOARD INC. 
WOLF GROUP INTEGRATED 
COMMUNICATIONS 
PRESIDENTS CHOICE FINANCIAL 
TRUST COMPANY 

4 MEMBER - ENVIRONMENTAL. HEALTH 
AND SAFETY COMMITTEE 

5 MEMBER -PENSION COMMITTEE 








