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March 2007

Invitation to Shareholders

Dear Shareholder,

It is my pleasure to invite you to the Annual and Special Meeting
of Shareholders, which will be held on Tuesday, May 1, 2007 at
11:00 a.m. (local time) at Maple Leaf Gardens, 60 Carlton Street,
Toronto, Ontario. The Notice of Annual and Special Meeting
and related material are enclosed.

This Management Proxy Circular describes the business to be
conducted and other important matters to be discussed at the
Annual and Special Meeting. It is important that you exercise
your vote, either in person at the Meeting or by completing and
sending in your proxy form.

We hope you will be able to join us in person, or through our
webcast, which will be available live from the Investor Zone
section of the Corporation’s website at www.loblaw.ca.

Yours very truly,

Galen G. Weston
Executive Chairman
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Notice of Annual and Special Meeting of Shareholders
to be held on May 1, 2007

The 2007 Annual and Special Meeting of Shareholders of Loblaw Companies Limited will be held on Tuesday,

May 1, 2007 at 11:00 a.m. (local time), at Maple Leaf Gardens, 60 Carlton Street, Toronto, Ontario, M5B 1L1 for

the following purposes:

1. to receive the consolidated financial statements of the Corporation for the financial year ended

December 30, 2006 and the auditor’s report thereon;

2. to elect the directors;

3. to appoint KPMG LLP as the Corporation’s auditor;

4. to consider, and if thought fit, approve an amended and restated employees’ stock option plan;

5. to consider, and if thought fit, confirm new By-Law No. 1 of the Corporation;

6. to consider the shareholder proposal set out in Schedule ‘‘D’’ of the accompanying Management Proxy

Circular; and

7. to transact such other business as may properly be brought before the Annual and Special Meeting or any

adjournment thereof.

The Management Proxy Circular and form of proxy accompany this Notice of Annual and Special Meeting.

Dated at Toronto, Ontario this 20th day of March, 2007.

BY ORDER OF THE BOARD OF
DIRECTORS

Robert A. Balcom
Senior Vice President, General
Counsel & Secretary

Please Note:

Shareholders are entitled to vote at the Annual and Special Meeting either in person or by proxy. Any shareholder

who is unable to attend the Annual and Special Meeting in person is requested to either complete, date, sign and

return the enclosed form of proxy in the envelope provided for that purpose to the Corporation’s transfer agent,

Computershare Investor Services Inc., or vote through the Internet.

In order to attend the Annual and Special Meeting, all shareholders and guests should have photo identification

and will require an admittance card, which will be provided at the time of registration with the transfer agent.

Security measures will be in force. No cameras, parcels, knapsacks and/or bags will be allowed into the meeting.

NOTE: Registered shareholders wishing to receive (or continue to receive) interim financial statements and interim management’s discussion
and analysis by mail during 2007 must mark the request box at the bottom of their form of proxy, and non-registered shareholders must
complete and return the enclosed interim report request form. Unless you request them quarterly reports will not be sent to you. Financial
results are announced by media release, and financial statements and management’s discussion and analysis are available on the Loblaw
Companies Limited website at www.loblaw.ca.

Some households may receive multiple copies of annual reports in shareholder mailings as a result of having multiple registered shareholders
residing at that address. Registered shareholders may decline to receive future annual reports, containing annual financial statements and
annual management’s discussion and analysis, by marking the annual report box at the bottom of the form of proxy. In order to receive future
annual reports, non-registered shareholders must complete and return the enclosed annual report request form. Registered shareholders who
decline to receive annual reports and non-registered shareholders who do not request annual reports will continue to receive the Management
Proxy Circular, form of Proxy and other shareholder mailings.
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Voting Information

About this Document and Related Proxy Materials
We are providing this Management Proxy Circular (the ‘‘Circular’’) and proxy materials to you in connection with

the Annual and Special Meeting of Shareholders (the ‘‘Meeting’’) of Loblaw Companies Limited

(the ‘‘Corporation’’) to be held on Tuesday, May 1, 2007 at 11:00 a.m. (local time), at Maple Leaf Gardens,

60 Carlton Street, Toronto, Ontario, M5B 1L1, or any adjournment thereof.

This Circular describes the items to be voted on at the Meeting and the voting process, and provides information

about executive compensation and our corporate governance practices.

Please see the ‘‘Voting Questions and Answers’’ section below for an explanation of how you can vote on the

matters to be considered at the Meeting, whether or not you decide to attend the Meeting.

Unless otherwise indicated, all amounts in this Circular are in Canadian dollars and information is current as of

March 20, 2007.

Voting Information
Business of the Meeting

At the Meeting, shareholders are voting on: (i) the election of directors; (ii) the appointment of the auditor;

(iii) the approval of the Corporation’s amended and restated employees’ stock option plan (the ‘‘Stock Option

Plan’’); (iv) the confirmation of the Corporation’s By-law No. 1 (‘‘By-Law No. 1’’), and (v) the shareholder

proposal attached as Schedule ‘‘D’’. We are not aware of any other matters to be considered at the Meeting.

However, you may also vote on any other business that may properly come before the Meeting. A simple majority

of the votes cast at the Meeting in person or by proxy is required to approve each of the items specified in the

notice of meeting which accompanies this Circular.

In addition, the Corporation’s management will report on the performance of the Corporation and respond to

questions from shareholders.

Voting Questions and Answers
Who can vote?

Holders of common shares of the Corporation (‘‘Common Shares’’) as at the close of business on March 16, 2007

are entitled to vote. Each Common Share is entitled to one vote. As of March 20, 2007, the Corporation had

274,173,564 Common Shares issued and outstanding.

How do I vote?

• Registered shareholders hold shares directly in their name. If you are a registered shareholder, you can

vote either:

• in person at the Meeting; or

• you may sign the enclosed form of proxy appointing the persons named in the proxy, or some other

person you choose, who need not be a shareholder to represent you as proxyholder and vote your shares

at the Meeting.

• Non-registered shareholders beneficially own shares but the shares are held in the name of a nominee, such

as a bank, broker or trust company. If you are a non-registered shareholder, you may vote your shares

either:

SECTION 1
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SECTION 1

Voting Information (continued)

• through your nominee; or

• in person at the meeting.

• To vote your shares through your nominee you should follow the instructions on the voting instruction

form or proxy form provided by your nominee.

• To vote your shares in person at the meeting you should take these steps:

• appoint yourself as the proxyholder by writing your name in the space provided on the voting instruction

form or proxy form; and

• return the voting instruction form or proxy form to the nominee in the envelope provided.

Do not complete the voting section of the proxy form as your vote will be taken at the meeting.

If you voted through your nominee and would now like to vote in person, contact your nominee to discuss

whether this is possible and what procedures you need to follow.

What if I plan to attend the meeting and vote in person?

If you are a registered shareholder and plan to attend the Meeting on May 1, 2007 and wish to vote your shares in

person at the Meeting, do not complete or return the form of proxy. Your vote will be taken and counted at the

Meeting. Please register with the transfer agent, Computershare Investor Services Inc. (‘‘Computershare’’), upon

arrival at the Meeting.

Voting by Proxy

If it is not convenient for you to attend the Meeting, you may vote by proxy on the matters to be considered at the

Meeting in one of two ways:

• You can authorize the management representatives named in the enclosed proxy form (also available

through the Internet at www.computershare.com/ca/proxy) to vote your shares. If returning the proxy by

mail, complete the enclosed proxy form by indicating how you want your shares voted. Sign, date and

return the proxy form in the envelope provided. Computershare’s address for receiving proxies is

100 University Avenue, 9th Floor, Toronto, Ontario, M5J 2Y1.

• You may appoint another person to attend the Meeting on your behalf and vote your shares. If you choose

this option, print the person’s name in the blank space provided on the back of the proxy form and indicate

how you want your shares voted. If returning the proxy form by mail, please use the envelope provided as

described above. You may choose anyone to be your proxyholder; the person does not have to be another

shareholder. The person you appoint must attend the Meeting and vote on your behalf in order for your

votes to be counted. Proxyholders must register with representatives of Computershare when they arrive at

the Meeting.

Please remember that your proxy or voting instruction form must be received by 5:00 p.m. (local time) on

April 27, 2007, or if the Meeting is adjourned, before 5:00 p.m. (local time) on the second last business day before

any adjournment thereof.
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SECTION 1

Voting Information (continued)

Non-registered shareholder voting

There are two ways that you can vote your shares:

• In person. If you wish to attend the Meeting and vote in person, you should do one of the following:

• If you have received a proxy form from your intermediary, insert your own name in the blank space on

the form to appoint yourself as proxyholder. If the intermediary has not signed the form, you must sign

and date it. Follow your intermediary’s instructions for returning the proxy form. Do not otherwise

complete the form as your vote will be taken at the Meeting; or

• If you have received a voting instruction form from your intermediary, follow your intermediary’s

instructions for completing the form.

• By proxy. If it is not convenient for you to attend the Meeting, you should do one of the following:

• If you have received a proxy form from your intermediary, you may vote by authorizing the management

representatives named on the form to vote your shares. If you choose this option, you may complete the

proxy form by indicating how you want your shares to be voted. If the intermediary has not signed the

proxy form, you must sign and date it. Return the completed proxy form as indicated on the form.

Alternatively, you may appoint another person to attend the Meeting on your behalf and vote your shares

by printing that person’s name in the blank space on the form and indicating how you want your shares

to be voted. The person you choose does not have to be another shareholder. The person named on the

form must attend the Meeting and vote on your behalf in order for your votes to be counted; or

• If you have received a voting instruction form from your intermediary, follow your intermediary’s

instructions for completing the form.

How will my shares be voted if I appoint a proxyholder?

Your proxyholder must vote your shares in accordance with your instructions if you have completed and signed

the enclosed proxy form correctly and delivered it to Computershare.

If you have not specified how to vote on a particular matter, then your proxyholder can vote your shares as he or

she sees fit. If you have appointed the management representatives named on the enclosed form of proxy as your

proxyholder, and you have not specified how you want to vote, your shares will be voted as follows:

• FOR the election of the directors;

• FOR the appointment of KPMG LLP as the auditor of the Corporation and the authorization of the

directors to fix their remuneration;

• FOR the approval of the Stock Option Plan;

• FOR the confirmation of By-Law No. 1; and

• AGAINST the shareholder proposal attached as Schedule ‘‘D’’.

What happens if any amendments are made to these matters or if other matters are properly brought before

the Meeting?

Your proxyholder will have discretionary authority to vote your shares as he or she sees fit with respect to

amendments or variations to matters identified in the notice of meeting which accompanies this Circular and with
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SECTION 1

Voting Information (continued)

respect to other matters which may properly come before the Meeting. As of March 20, 2007, management of the

Corporation knows of no such amendment, variation or other matter expected to come before the Meeting.

If I change my mind, how do I revoke my proxy or voting instructions?

If you are a registered shareholder and have returned a proxy form or given voting instructions, you may revoke

them in any of the following ways:

• by completing and signing a proxy form with a later date than the proxy form you previously returned, and

delivering it to Computershare;

• by delivering a written statement signed by you or your attorney authorized in writing:

• to the offices of Computershare at any time before 5:00 p.m. (local time) on April 27, 2007 or, if the

Meeting is adjourned, before 5:00 p.m. (local time) on the second last business day before any

adjournment thereof; or

• to the Secretary of the Meeting before the Meeting starts; or

• in any other manner permitted by law.

If you are a non-registered shareholder, you may revoke a proxy or voting instruction (or a waiver of the right to

receive meeting materials and to vote) given to your intermediary at any time by written notice to the intermediary

provided that the revocation is received by the intermediary at least seven days before the Meeting. If your

revocation is not received by that time, your intermediary is not required to act on it.

Who is soliciting my proxy?

Management of the Corporation is soliciting proxies for use at the Meeting and any adjournment thereof. The

Corporation is soliciting proxies by mail and its employees may also solicit them personally. The costs of such

solicitation will be paid by the Corporation.

Is my vote confidential?

Yes, proxies returned to Computershare are counted and tabulated to preserve the confidentiality of individual

shareholder votes. Proxies are referred to the Corporation only in cases where a shareholder clearly intends to

communicate with management, in the event of questions as to the validity of the proxy or where it is necessary to

do so to meet applicable legal requirements. Computershare does not inform the Corporation’s management

about how individual shareholders have voted except when comments made by shareholders are intended for the

attention of management or when required by law.

Controlling Shareholder
As of March 20, 2007, George Weston Limited (the Corporation’s parent corporation) (‘‘Weston’’) beneficially

owned, directly or indirectly through its subsidiaries, a total of 169,576,651 Common Shares representing

61.85% of the outstanding Common Shares. Weston is controlled by Mr. W. Galen Weston. Mr. W. Galen Weston

also beneficially owns approximately 3.8 million Common Shares representing 1.4% of the outstanding

Common Shares. To the knowledge of the Corporation, no other person beneficially owns, directly or indirectly,

10% or more of the outstanding Common Shares. 
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Business of the Meeting

Financial Statements and Auditor’s Report
The consolidated financial statements of the Corporation for the financial year ended December 30, 2006 and the

auditor’s report thereon are included in the 2006 Annual Report. A copy of the 2006 Annual Report is available

on the Corporation’s website at www.loblaw.ca and on www.sedar.com.

Election of Directors
On March 5, 2007, the board of directors of the Corporation (the ‘‘Board’’), in accordance with the Corporation’s

by-laws, determined that the number of directors to be elected at the Meeting will be 13. It is proposed that the

persons named below be nominated for election as directors of the Corporation. All nominees are currently

directors of the Corporation, except for Mr. John Lacey, and all of the nominees have established their eligibility

and willingness to serve as directors. Mr. Joseph Reddington will not be standing for re-election. Management

does not believe that any of the nominees will be unable to serve as a director, but if that should occur for any

reason prior to the Meeting, the persons named in the enclosed form of proxy may vote for another nominee at

their discretion. Each director will hold office until the next annual meeting of shareholders or until the director

resigns or a successor is elected or appointed.

The following pages set out the names of proposed nominees for election as directors, together with their age,

place of residence, year first elected or appointed as a director (if applicable), principal occupation and

directorships of other companies. Also indicated for each nominee is the number of Common Shares and deferred

share units beneficially owned by him or her or over which he or she exercises control or direction and the number

of securities of Weston held by him or her or over which he or she exercises control or direction, in each case, as of

March 20, 2007.

Mr. Beeston, a corporate director, is Chairman of the Centre for Addiction and

Mental Health and is the former President and Chief Executive Officer of Major

League Baseball and former President of the Toronto Blue Jays Baseball Team.

Mr. Beeston graduated from the University of Western Ontario with a B.A. and is a

chartered accountant.

Mr. Beeston is a director of President’s Choice Bank (a subsidiary of the

Corporation) and Newport Partners Income Fund and is a member of thePaul M. Beeston, C.M., F.C.A., 61
Quebecor Ontario advisory board.Toronto, Ontario

Loblaw Companies Board Details:

• Director since 2005

• Independent Director

• Member: Audit Committee and Environmental, Health and Safety Committee

• Meets share ownership guidelines

Securities owned/controlled 2006 2005

Loblaw Companies Limited

• common shares 7,900 7,900

• deferred share units 3,334 1,321

SECTION 2
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SECTION 2

Business of the Meeting (continued)

Mr. Currie is Executive Vice President, Secretary and General Counsel of Weston.

He was formerly Senior Vice President and General Counsel of Centrica North

America and prior to that was a partner with the law firm of Blake, Cassels &

Graydon LLP.

Mr. Currie graduated from the University of Western Ontario with a B.A. and from

the University of Toronto with a LL.B.

Gordon A. M. Currie, 48 Loblaw Companies Board Details:

Toronto, Ontario • Director since 2006

• Non-Independent Director

• Member: Pension and Benefits Committee

• In process of accumulating shares to meet share ownership guidelines

Securities owned/controlled 2006

Loblaw Companies Limited

• common shares 1,000

George Weston Limited

• common shares 500

Mrs. Dalglish, a corporate director, is a director of The W. Garfield Weston

Foundation, The Garfield Weston Foundation, London, UK and is also a former

director of The Nature Conservancy of Canada.

Mrs. Dalglish is a former President of The Civic Garden Centre and a former

director of the Royal Botanical Gardens.

Mrs. Dalglish graduated from McGill University with a B.A.

Camilla H. Dalglish, 69
Loblaw Companies Board Details:

Toronto, Ontario
• Director since 1991

• Non-Independent Director

• Member: Environmental, Health and Safety Committee

• Meets share ownership guidelines

Securities owned/controlled 2006 2005

Loblaw Companies Limited

• common shares 800 800

• deferred share units 7,077 5,254

George Weston Limited

• common shares 310,560 310,560

• Preferred Shares Series I 20,000 20,000

• Preferred Shares Series II 40,000 40,000

• Preferred Shares Series III 20,000 20,000
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SECTION 2

Business of the Meeting (continued)

Mr. Fell is Chairman of RBC Capital Markets Inc. (investment and financial

corporation) and former Chairman and Chief Executive Officer of RBC Dominion

Securities and Deputy Chairman of Royal Bank of Canada.

Mr. Fell is Chairman of The Munich Reinsurance Company of Canada and a

director of BCE Inc., CAE Inc. and The Toronto Central Local Health Integration

Network.

Anthony S. Fell, O.C., 68 Loblaw Companies Board Details:

Toronto, Ontario • Director since 2001

• Independent Director

• Lead Director

• Member: Governance, Employee Development, Nominating and

Compensation Committee (Chair) and Pension and Benefits Committee (Chair)

• Meets share ownership guidelines

Securities owned/controlled 2006 2005

Loblaw Companies Limited

• common shares 20,000 20,000

• deferred share units 7,541 5,327

Mr. Graham is President and a director of Wittington Investments, Limited

(holding corporation) and President and Chief Executive Officer of Sumarria Inc.

Mr. Graham was a former Vice-Chairman and director of National Bank Financial

and Senior Executive Vice President and Managing Director of Lévesque Beaubien

Geoffrion Inc.

Mr. Graham is Chairman and a director of both Graymont Limited and President’s

Choice Bank. He is also a director of Weston, Brown Thomas Group Limited,
Anthony R. Graham, 50 Holt, Renfrew & Co., Limited, Power Corporation of Canada, Power Financial
Toronto, Ontario Corporation, and Selfridges & Co. Ltd.

Loblaw Companies Board Details:

• Director since 1999

• Non-Independent Director

• Member: Executive Committee; Governance, Employee Development,

Nominating and Compensation Committee and Pension and Benefits

Committee

• Meets share ownership guidelines

Securities owned/controlled 2006 2005

Loblaw Companies Limited

• common shares 10,000 10,000

• deferred share units 6,473 4,301

George Weston Limited

• common shares 10,000 10,000

• deferred share units 4,153 2,698
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SECTION 2

Business of the Meeting (continued)

Mr. Lacey is Chairman of the Advisory Board of Tricap Restructuring Fund. He is

the former President and Chief Executive Officer of The Oshawa Group, a major

food retailer (now part of Sobeys Inc.).

Mr. Lacey is a director of Canadian Imperial Bank of Commerce, Stelco Inc., Telus

Corporation, Cancer Care Ontario and is Chairman of Doncaster

Consolidated Ltd.

Mr. Lacey graduated from Kearsney College, South Africa and the HarvardJohn S. Lacey, 63
Graduate School of Business Administration.Toronto, Ontario

In the past five years, Mr. Lacey has served as a director of Canadian Tire

Corporation Limited, Alderwoods Group, Inc. and the Loewen Group.

Loblaw Companies Board Details:

• Independent Director Nominee

Securities owned/controlled 2006

Loblaw Companies Limited

• common shares 2,000

Mr. Leighton is Deputy Chairman of the Corporation and of Weston. He is also

Deputy Chairman of Selfridges & Co. Ltd. and Chairman of Royal Mail Group

(U.K. Postal Service).

Mr. Leighton is the former President and Chief Executive Officer of Wal-Mart

Europe. He held executive positions with Asda Stores Ltd. from 1992 to 2000

including Chief Executive.

Mr. Leighton is a director of Weston, BHS Ltd., BskyB plc, Selfridges & Co. Ltd.,Allan L. Leighton, 53
Holt, Renfrew & Co., Limited and Brown Thomas Group Limited.London, England

Mr. Leighton graduated from the Advanced Management Program at Harvard

University.

In the past five years Mr. Leighton has also served as a director of Scottish

Power plc.

Loblaw Companies Board Details:

• Director since 2006

• Non-Independent Director

• Member: Executive Committee

• In process of accumulating shares to meet share ownership guidelines

Securities owned/controlled 2006

Loblaw Companies Limited

• common shares —

George Weston Limited

• common shares 2,648
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SECTION 2

Business of the Meeting (continued)

Ms. Lockhart is the Chief Administrative Officer of Frum Development Group

(property development and management corporation) and was a former Vice

President of Shoppers Drug Mart Corporation.

Ms. Lockhart is a director of The Toronto Community Foundation and

The Stratford Chef ’s School. She is a former Chair of the Ontario Science Centre,

former President of the Canadian Club of Toronto and a former Chair of the

Canadian Film Centre.
Nancy H.O. Lockhart, O. Ont, 52

Ms. Lockhart is also a former member of the Board of Trustees of RetirementToronto, Ontario
Residences Real Estate Investment Trust.

Loblaw Companies Board Details:

• Director since 2005

• Independent Director

• Member: Environmental, Health and Safety Committee (Chair) and

Governance, Employee Development, Nominating and Compensation

Committee

• Meets share ownership guidelines

Securities owned/controlled 2006 2005

Loblaw Companies Limited

• common shares 250 250

• deferred share units 3,068 1,164

George Weston Limited

• common shares 1,860 1,860

Mr. Michaud is a director and Chairman of Provigo Inc. (a subsidiary of the

Corporation) and Vice-Chairman of Laurentian Bank of Canada. He is the founder

of Réno Dépôt Inc.

Mr. Michaud is a director of Bombardier Recreational Products Inc., Gaz

Métro Inc. and Capital GVR Inc.

In the past five years Mr. Michaud has also served as a director of Laurentian Trust

of Canada Inc., Réno Dépôt Inc., Capital d’Amerique CDPQ and the Old Port ofPierre Michaud, C.M., 63
Montreal Corporation.Montreal, Quebec

Loblaw Companies Board Details:

• Director since 1999

• Non-Independent Director

• Member: Environmental, Health and Safety Committee

• Meets share ownership guidelines

Securities owned/controlled 2006 2005

Loblaw Companies Limited

• common shares 34,866 34,866
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SECTION 2

Business of the Meeting (continued)

Mr. O’Neill, a corporate director, is the retired Chairman of

PricewaterhouseCoopers Consulting. Mr. O’Neill was previously Chief Executive

Officer, and prior to that, Chief Operating Officer of PricewaterhouseCoopers LLP

global organization. Mr. O’Neill is currently Vice-Chair of the Board of Governors

of Queen’s University and a past member of the Advisory Council of Queen’s

University School of Business. Mr. O’Neill received an Honorary LL.D from

Queen’s University.

Thomas C. O’Neill, F.C.A., 61 Mr. O’Neill graduated from Queen’s University with a B.Comm. and is a chartered
Toronto, Ontario accountant.

Mr. O’Neill is a director of Nexen Inc., President’s Choice Bank, St. Michael’s

Hospital, BCE Inc., Ontario Teachers’ Pension Plan and Adecco S.A.

Loblaw Companies Board Details:

• Director since 2003

• Independent Director

• Member: Audit Committee (Chair)

• Meets share ownership guidelines

Securities owned/controlled 2006 2005

Loblaw Companies Limited

• common shares 2,000 2,000

• deferred share units 2,733 1,662

George Weston Limited

• common shares 500 500
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Business of the Meeting (continued)

Mr. Weston is Executive Chairman of the Corporation. He previously held several

senior executive positions with the Corporation and its subsidiaries including

Senior Vice President, Corporate Development, Vice President, Operations, No

Frills, Senior Director of e-Commerce Development and Manager, Retail

Execution of President’s Choice Financial. Prior to joining the Corporation, he was

an Investment Banking Analyst for Salomon Brothers in the U.K.

Mr. Weston graduated from Harvard University with a B.A. and from Columbia
Galen G. Weston, 34 University with an M.B.A.
Toronto, Ontario

Mr. Weston is also a director of Wittington Investments, Limited.

In the past five years Mr. Weston has also served as a director of Weston.

Loblaw Companies Board Details:

• Director since 2006

• Non-Independent Director

• Member of the Executive Committee (Chair)

• Meets share ownership guidelines

Securities owned/controlled 2006 2005

Loblaw Companies Limited

• common shares 290,000 290,000

George Weston Limited

• common shares 255,000 255,000

Mr. Wetmore, a corporate director, is the retired Vice President, Contact Centre

Development, IBM Americas. He was formerly President and Chief Executive

Officer of IBM Canada.

Mr. Wetmore is a director of Research in Motion Ltd. and Sunnybrook Foundation

and a Trustee of Resolve Business Outsourcing Income Fund.

Mr. Wetmore graduated from the University of Waterloo with a Bachelor of

Mathematics (Honors) and from the Advanced Executive Program at the KelloggJohn D. Wetmore, 57
School, Northwestern University.Toronto, Ontario

Loblaw Companies Board Details:

• Director since 2006

• Independent Director

• Member: Audit Committee and Pension and Benefits Committee

• In process of accumulating shares to meet share ownership guidelines

Securities owned/controlled 2006 2005

Loblaw Companies Limited

• common shares 4,000 2,000
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Business of the Meeting (continued)

Mr. Wright is Managing Partner of Barnagain Capital (investment corporation) and

former President and Chief Executive Officer of Swiss Bank Corporation

(Canada).

Mr. Wright is Chairman and a Trustee of BFI Canada Income Fund and a director

of President’s Choice Bank, Outdoor Partner Media Corp. and ROC Pref.

Capital Corp.

Mr. Wright graduated from Princeton University with a B.A. (magna cum laude).Joseph H. Wright, 64

Toronto, Ontario Mr. Wright was, from July 2005 until April 2006, a director of Hollinger Inc.

In connection therewith, since July, 2005, Mr. Wright has been subject to a cease

trade order (with respect to trading in securities of that company) applicable to all

persons who were directors, officers or insiders of the company after

September 30, 2003 (the end of the period covered by the last financial statements

filed by the company).

Mr. Wright was, from November, 1999 until November, 2001, a director of

Fantom Technologies Inc. which applied for court protection under the Companies
Creditors Arrangement Act in October, 2001 after Mr. Wright resigned as a

director. Mr. Wright is also a former director of Hip Interactive Inc., which was

also the subject of an application for the appointment of a receiver under the

Bankruptcy and Insolvency Act in July, 2005 after Mr. Wright resigned from the

Board.

In the past five years Mr. Wright has also served as a director of Hip

Interactive Inc., Hollinger Inc., Call-Net Enterprises Inc., Olympia and York REIT

and Chartwell Seniors Housing REIT.

Loblaw Companies Board Details:

• Director since 1996

• Independent Director

• Member: Audit Committee; Governance, Employee Development, and

Compensation Committee, and Pension and Benefits Committee

• Meets share ownership guidelines

Securities owned/controlled 2006 2005

Loblaw Companies Limited

• deferred share units 6,937 6,823



13Management Proxy Circular

SECTION 2

Business of the Meeting (continued)

Appointment of Auditor
It is recommended that KPMG LLP be appointed as the auditor of the Corporation to hold office until the next

annual meeting of shareholders of the Corporation and that the directors be authorized to fix their remuneration

for the 2007 fiscal year. KPMG LLP and its predecessor companies have been the Corporation’s auditor for over

25 years. As part of the Corporation’s corporate governance practices, the Board has adopted a policy prohibiting

the auditor from providing non-audit services to the Corporation unless such services are approved in advance by

the Audit Committee.

The aggregate fees payable to KPMG LLP and its affiliates for the fiscal years 2006 and 2005 are as follows:

2006 2005
$(000’s) $(000’s)

Audit fees(1) 1,977 1,905

Audit-related fees(2) 847 726

Tax consultant fees(3) 102 65

All other fees(4) 217 34

Total Fees 3,143 2,730

(1) Audit fees include fees for services related to the audit of the Corporation’s consolidated financial statements.

(2) Audit-related fees include assurance and related services that are performed by the Corporation’s auditor. These services

include accounting consultations in connection with the review of quarterly reports to shareholders, audit of pension

plans, comfort letters and the interpretation of accounting and financial reporting standards.

(3) Tax consultant fees include fees for assistance with tax planning, including commodity tax issues.

(4) All other fees relate to risk management, internal control/compliance, legislative and/or regulatory compliance services.

Amended and Restated Employees’ Stock Option Plan
On March 5, 2007, the Board approved an amended and restated version of the Corporation’s Employees’ Stock

Option Plan, subject to shareholder approval. A summary of the principal features of the Stock Option

Plan follows.

Material Changes from the Existing Stock Option Plan
The Corporation is proposing to amend and restate the existing Stock Option Plan in order to:

• increase the number of Common Shares available for issuance under the Stock Option Plan by 7,023,952 to

13,708,678;

• adopt detailed provisions to clarify when shareholder approval is required in order to amend the Stock

Option Plan;

• provide for the automatic extension of the expiration date of all options issued under the Stock Option

Plan if they would otherwise expire during a blackout period or at any other time when the holder may be

prohibited from trading in securities of the Corporation pursuant to the Corporation’s insider

trading policy; and

• generally update the Stock Option Plan to conform to new and prevailing practices, rules and guidance,

including Toronto Stock Exchange (‘‘TSX’’) rules relating to security-based compensation plans.
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Business of the Meeting (continued)

Objectives
Allocations under the Stock Option Plan are intended to provide incentives for superior long-term future

performance consistent with shareholders’ objectives. The Stock Option Plan links compensation to shareholders’

interests because the value of the award is directly related to the Corporation’s future stock price.

The Stock Option Plan has two objectives:

• to give each option holder an interest in preserving and maximizing shareholder value over the long

term; and

• to enable the Corporation to attract and retain individuals with experience and ability and to reward

individuals for long-term performance.

Administration
The Governance, Employee Development, Nominating and Compensation Committee (the ‘‘Governance

Committee’’) administers the Stock Option Plan, approves the participants, makes grants of options and

establishes any limitations, restrictions and conditions upon any grants of options.

Eligibility
Any employee or officer of the Corporation or any of its affiliates as may be determined by the Governance

Committee may be a participant under the Stock Option Plan. The number of Common Shares that may be issued

to any one participant is capped at 5% of the number of issued and outstanding Common Shares.

Shares Available for Issuance
As of March 1, 2007, options to purchase 3,719,268 Common Shares were outstanding and 2,965,458 Common

Shares were available for future option grants, representing in the aggregate approximately 1.08% of the number

of issued and outstanding Common Shares as of that date. The Corporation seeks to maintain the total number of

Common Shares issuable pursuant to the Stock Option Plan at 5% or less of the number of issued and outstanding

Common Shares. The last time the Corporation obtained shareholder approval to increase the amount of

Common Shares available for future stock option grant was in 2000. If the Stock Option Plan is approved,

7,023,952 additional Common Shares will be available for issuance under the Stock Option Plan, bringing the

total number of Common Shares issuable pursuant to the Stock Option Plan in line with that goal. Any further

increase in the number of Common Shares available for issuance under the Stock Option Plan will require

shareholder approval. The Stock Option Plan provides that Common Shares issuable pursuant to outstanding

options that are, for any reason, cancelled, expired, forfeited or terminated without having been exercised will

again be available for grants under the Stock Option Plan.

On March 19, 2007, options to purchase 3,885,439 Common Shares were granted to 293 employees of the

Corporation. In accordance with their terms, these options expire 7 years from their grant date and will vest at a

rate of 20% per year over five years commencing on the first anniversary of their date of grant. As the number of

Common Shares issuable under these options exceeds the number of Common Shares available for grants as of the

date of this Circular, 919,981 of these options (the ‘‘Additional Options’’) will not be exerciseable unless

shareholder approval is obtained for the Stock Option Plan. Further details on this grant can be found under the

heading ‘‘Report on Executive Compensation’’ beginning on page 22.
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Option Exercise Price
The exercise price for options granted under the Stock Option Plan may not be lower than the fair market value of

the Common Shares, which is defined as the greater of (i) the weighted average of the trading prices of the

Common Shares for the five trading days prior to the grant date; or (ii) the weighted average of the trading prices

of the Common Shares on the trading day prior to the grant date.

Term, Exercisability and Vesting
Options may not be exercised prior to the first anniversary of the date of grant. The vesting of options is otherwise

determined on the grant of the option. Each option has a term of not less than five and not more than ten years. If

the expiry date for an option occurs during a black-out period or other period during which an insider is

prohibited from trading in securities of the Corporation pursuant to its insider trading policy, the expiry date will

automatically be extended until 10 business days after such period ends.

Instead of receiving Common Shares on the exercise of an option, the holder may elect to receive a cash payment

equal to the weighted average trading price of the Common Shares for the five trading days prior to the date of

exercise, minus the exercise price.

In connection with a transaction involving a change of control of the Corporation, the Board has the discretion to

accelerate the vesting of options and to provide for options that are not exercised in connection with the

transaction to expire. Options are not transferable.

Termination of Employment
All unvested options are cancelled if the holder resigns or is terminated. If the holder’s employment is terminated

without cause, the holder has 30 days to exercise vested options. If the holder retires under a retirement plan, the

holder has 90 days to exercise vested options. If the holder dies, the holder’s representatives have 180 days to

exercise vested options.

Adjustments Upon Change in Capitalization
In the event of any consolidation, subdivision or reclassification of the Common Shares, or any stock dividend of

Common Shares paid otherwise than in lieu of a normal cash dividend, or any merger, amalgamation or

reorganization of the Corporation, the Board will make appropriate adjustments to the number of Common

Shares subject to any option then outstanding and the exercise price thereof.

Amendments
Effective June 30, 2007, TSX-listed companies that only have general amendment provisions in their security-

based compensation plans will no longer be able to make any amendments to their plans, or options granted under

these plans, without shareholder approval, including amendments considered to be of a ‘‘housekeeping’’ nature.

The TSX has encouraged its listed companies to seek shareholder approval of more detailed amendment

provisions to clarify when shareholder approval is required. The Corporation believes that except for certain

material changes to the Stock Option Plan or options under the Stock Option Plan as described below, it is

appropriate for the Board (or one of its committees) to have the flexibility to adopt changes to the Stock Option

Plan and options without the need to obtain shareholder approval.
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The Stock Option Plan provides that shareholder approval is not required for any amendments to the Stock

Option Plan or an option granted under the Stock Option Plan, except for any amendment or modification that:

• increases the number of Common Shares that can be issued under the Stock Option Plan, including an

increase to a fixed number of Common Shares or a change from a fixed maximum number of Common

Shares to a fixed maximum percentage;

• reduces the exercise price of an option (including, without limitation, a cancellation and re-grant of an

option, constituting a reduction of the exercise price of such option), except in connection with a change in

the number of the Corporation’s outstanding Common Shares by reason of a stock dividend or split,

recapitalization, reorganization, merger, amalgamation, consolidation, combination or exchange of

Common Shares, or another corporate change affecting Common Shares;

• extends the term of an option beyond its original expiry date, except where the expiry date would have

occurred during a blackout period or at any other time when the holder may be prohibited from trading in

securities of the Corporation pursuant to the Corporation’s insider trading policy;

• changes the provisions relating to the transferability of an option;

• extends eligibility to participate in the Stock Option Plan to a non-employee director; or

• is required to be approved by shareholders under applicable laws, regulations or stock exchange rules.

Examples of the types of changes to the Stock Option Plan or an option granted under the Stock Option Plan that

the Corporation could make without shareholder approval include (without limitation):

• housekeeping or administrative changes, including, without limitation, any amendment for the purpose of:

– curing any ambiguity, error or omission in the Stock Option Plan;

– correcting or supplementing any provision of the Stock Option Plan that is inconsistent with any other

provision of the Stock Option Plan;

– changing procedures for Stock Option Plan enrollment and/or withdrawal by participants;

– changing the time periods for applicable notice provisions in the Stock Option Plan; or

– changing the Stock Option Plan’s eligibility requirements for employees and/or officers;

• changes to the vesting provisions of the Stock Option Plan or an option granted under the Stock

Option Plan;

• changes to the termination or amendment provisions for the Stock Option Plan or an option granted under

the Stock Option Plan (other than those which require shareholder approval), provided that the change

does not entail an extension of an option beyond the original expiry date, except where the expiry date

would have occurred during a blackout period or at any other time when the holder may be prohibited

from trading in securities of the Corporation pursuant to the Corporation’s insider trading policy; and

• changes to the procedures for exercising options, including, without limitation, the addition or

modification of a cashless exercise feature, payable in cash or Common Shares, which provides for a full

deduction of the number of underlying Common Shares from the reserve of the Stock Option Plan.

The text of the Stock Option Plan is attached hereto as Schedule ‘‘B’’. A simple majority of votes cast, in person or

by proxy, is required to approve this resolution.
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Resolution Approving Stock Option Plan

The resolution to approve the amendments to the Corporation’s Stock Option Plan, including an increase to the

maximum number of Common Shares issuable under the Stock Option Plan, allowing for the issuance of Common

Shares under the Additional Options, will be presented at the Meeting and, if deemed appropriate, adopted with

or without variation, is as follows:

1. THAT the amendments made to the Corporation’s Stock Option Plan by the Board of Directors of the

Corporation on March 5, 2007, as described in the Management Proxy Circular dated March 20, 2007,

are hereby approved; and

2. THAT any two officers or directors of the Corporation are hereby authorized to do all such things and to

sign, execute and deliver any and all documents and instruments as may be necessary or advisable in

order to give effect to this resolution.

THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDERS VOTE ‘‘FOR’’ THE ADOPTION

OF THE STOCK OPTION PLAN.

By-Law No. 1
Effective March 5, 2007, the Board enacted By-Law No. 1 regulating generally the business and affairs of the

Corporation, subject to shareholder confirmation. By-Law No. 1 replaced the Corporation’s By-Law in effect

immediately prior to March 5, 2007. By-Law No. 1 sets forth the general rules with respect to the management of

business and affairs of the Corporation, including the formalities associated with shareholder meetings, the

payment of dividends, communications between the Corporation and the shareholders, the powers and duties of

directors and officers, the appointment of directors and formalities associated with meetings of the Board and the

framework for the execution of documents on behalf of the Corporation. By-Law No. 1 was adopted in large part

to provide flexibility with respect to the management of the business and affairs of the Corporation and to respond

to changes made to the Canada Business Corporations Act (‘‘CBCA’’) since the enactment of the previous By-Law.

By-Law No. 1 includes provisions relating to the holding of director and shareholder meetings by electronic

means, modifies the periods within which notices of shareholder meetings must be sent to not less than 21 days

and not more than 60 days (in contrast to the previous 21 and 50 days), increases the quorum requirement for

meetings of directors from at least 331⁄3% to at least a majority of the directors and reduces the number of directors

who must be resident Canadians from at least a majority to at least 25% of the directors.

The text of By-Law No. 1 is attached hereto as Schedule ‘‘C’’. A simple majority of votes cast, in person or by

proxy, is required to approve this resolution.

Resolution Confirming New By-Law No. 1

The resolution to confirm new By-Law No. 1 which will be presented at the Meeting, and, if deemed appropriate,

adopted with or without variation is as follows:

THAT the By-Law No. 1 attached to the Management Proxy Circular dated March 20, 2007, as

Schedule ‘‘C’’ is hereby confirmed.

THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDERS VOTE ‘‘FOR’’ THE

CONFIRMATION OF BY-LAW NO. 1.
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Shareholder Proposals
Shareholders will be asked to consider and, if thought fit, to approve a shareholder proposal regarding the

preparation and issuance of a corporate sustainability report. The proposal and its supporting statement are set out

in Schedule ‘‘D’’ to this Circular. The Corporation’s statement of opposition to the shareholder proposal is also set

out in Schedule ‘‘D’’. Pursuant to the CBCA, proposals by shareholders to be considered for inclusion in

connection with the Annual Meeting of shareholders to be held in 2008 must be received by the Secretary and

General Counsel of the Corporation by December 14, 2007.

THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDERS VOTE ‘‘AGAINST’’ THE

SHAREHOLDER PROPOSAL FOR THE REASONS SET OUT IN THE STATEMENT OF OPPOSITION.
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Directors’ Compensation
Annual retainers (paid quarterly) and attendance fees were paid to non-management directors on the following

basis during fiscal 2006. Directors who are members of management of the Corporation or of Weston receive no

additional remuneration in their role as directors of the Corporation.

TYPE OF FEE AMOUNT

$

Annual Retainer

• board member 50,000

• non-audit committee chair 3,000

• non-audit committee member(1) 4,000

• audit committee chair 25,000

• audit committee member(1) 5,000

Attendance Fees

• board or committee meeting 2,000

• meeting of half day or more attended at the request of the Board or a Committee 2,000

(1) including committee chairs

The Governance Committee assesses the adequacy and form of compensation paid to directors in order to ensure

that their compensation reflects their responsibilities as directors. Periodically, the Governance Committee

benchmarks directors’ compensation against compensation paid by major Canadian public companies similar in

size to the Corporation. In December, 2006, the Governance Committee reviewed the report of an outside

consultant, 3XCD Inc. with respect to compensation for members of the Board in terms of both type of

compensation and value. The consultant’s report compared the Corporation’s directors’ compensation

arrangements to those of its peer group using both criteria. The Governance Committee concluded that no

adjustments to director compensation were appropriate at that time, except for an increase in the annual retainer

for the chair of the Audit Committee from $10,000 to $25,000 per annum.

Share Ownership Guidelines

Under share ownership guidelines adopted by the Board, directors are expected to hold Common Shares,

Deferred Share Units (‘‘DSUs’’) of the Corporation and/or equity securities and/or deferred share units of Weston

with a market value of not less than $250,000. Directors are expected to meet this requirement within five years of

being elected or appointed to the Board. Until this position is achieved, directors must take at least 50% of their

annual retainer/attendance fees from the Corporation in the form of DSUs. All current directors either meet or are

in the process of complying with these share ownership guidelines.

Deferred Share Unit Plan

To ensure that directors’ compensation is aligned with shareholder interests, directors have the option to receive

up to 100% of their annual retainer fees in DSUs. A DSU is an amount owed by the Corporation to directors

having the same value as one Common Share determined at the time the fees are earned but is not paid until such

time as the director leaves the Board, thereby providing an ongoing equity stake in the Corporation throughout

the director’s term as a Board member. Payment of DSUs is made in Common Shares purchased on the TSX.

SECTION 3
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Board of Directors Attendance and Compensation (continued)

In fiscal 2006, 8 directors elected to receive all or a portion of their annual retainer, committee fees and attendance

fees in DSUs. As at December 30, 2006 the amount owing in respect of outstanding DSUs was $2,166,000.

Attendance and Compensation Information
The following table provides a summary of each director’s attendance at Board and Committee meetings

during fiscal 2006.

Governance,
Employee

Development,
Environmental, Nominating and Pension and

Audit Health and Safety Compensation Benefits
Board Committee Committee Committee Committee

Directors (14 Meetings) (6 Meetings) (4 Meetings) (6 Meetings) (4 Meetings)

Paul M. Beeston 12/14 5/6 4/4

Gordon A.M. Currie(a) 12/12 3/3

Camilla H. Dalglish 13/14 4/4

Robert J. Dart(b) 3/3

Anthony S. Fell(c) 14/14 6/6 2/3

Anthony R. Graham 12/14 6/6 4/4

John A. Lederer(d) 10/10

Allan L. Leighton(e) 3/3

Nancy H.O. Lockhart(f) 14/14 4/4 1/2

Pierre Michaud 14/14 4/4

Thomas C. O’Neill 11/14 6/6

G. Joseph Reddington 14/14 6/6

Galen G. Weston(g) 3/3

W. Galen Weston(h) 10/11

John D. Wetmore(i) 9/9 3/3 3/3

Joseph H. Wright 12/14 6/6 5/6 4/4

(a) Mr. Currie was appointed to the Board and the Pension and Benefits Committee effective February 12, 2006.

(b) Mr. Dart retired from the Board on February 12, 2006.

(c) Mr. Fell was appointed to the Pension and Benefits Committee effective May 4, 2006.

(d) Mr. Lederer resigned from the Board effective September 19, 2006.

(e) Mr. Leighton was appointed to the Board effective September 19, 2006.

(f) Ms. Lockhart was appointed to the Governance Committee effective October 5, 2006.

(g) Mr. G. G. Weston was appointed to the Board effective September 19, 2006.

(h) Mr. W. G. Weston retired from the Board effective September 19, 2006.

(i) Mr. Wetmore was appointed to the Board, the Audit Committee and the Pension and Benefits Committee effective May 4, 2006.
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The following table summarizes compensation paid to non-management directors of the Corporation during

fiscal 2006:

Committee
Committee Committee Board Attendance % of Fees

Board Chair Member Attendance and Other received as
Name Retainer Retainer Retainer(s) Fees Fees Total Fees DSUs

$ $ $ $ $ $ %

Paul M. Beeston(a) 50,000 – 9,000 24,000 18,000 101,000 100

Camilla H. Dalglish 50,000 – 4,000 26,000 8,000 88,000 100

Robert J. Dart(b) 12,500 – – 6,000 – 18,500 100

Anthony S. Fell(c) 50,000 5,250 7,000 28,000 16,000 106,250 100

Anthony R. Graham(a) 50,000 – 9,000 24,000 20,000 103,000 100

Nancy H. O. Lockhart(d) 50,000 2,250 5,000 28,000 10,000 95,250 100

Pierre Michaud(e) 50,000 750 4,000 28,000 8,000 90,750 –

Thomas C. O’Neill(a) 50,000 25,000 5,000 22,000 20,000 122,000 50

G. Joseph Reddington 50,000 – 4,000 28,000 12,000 94,000 100

John D. Wetmore(f) 37,500 – 6,750 18,000 12,000 74,250 –

Joseph H. Wright(a) 50,000 – 13,000 24,000 30,000 117,000 –

Total 500,000 33,250 66,750 256,000 154,000 1,010,000

(a) Messrs. Beeston, Graham, O’Neill, and Wright also received $15,000, $17,500, $12,500 and $18,750, respectively, in director fees from
President’s Choice Bank.

(b) Mr. Dart retired from the Board effective February 12, 2006.

(c) Mr. Fell was appointed Chair of the Pension and Benefits Committee effective May 4, 2006.

(d) Ms. Lockhart was appointed to the Governance Employee Development, Nominating and Compensation Committee effective
October 5, 2006.

(e) Mr. Michaud also received $82,550 in consulting fees for services provided to Provigo Inc.

(f) Mr. Wetmore was appointed to the Board, the Audit Committee and the Pension and Benefits Committees effective May 4, 2006.

Directors are reimbursed for transportation and other expenses incurred in connection with attendance at Board and Committee meetings.
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Report on Executive Compensation
The responsibilities of the Governance Committee are summarized under ‘‘Statement of Corporate Governance

Practices’’ on page 36. Among other matters, the Governance Committee is responsible for reviewing and

approving overall compensation policies and reviewing, approving and recommending compensation to the Board

for senior employees of the Corporation and its operating subsidiaries and forms of compensation, including for

those Named Executive Officers listed in the Summary Compensation Table on page 30. During the third and

fourth quarters of 2006 and the first quarter of 2007, the Corporation restructured its senior management team

and the Board approved a new executive compensation program.

As of March 20, 2007, the members of the Governance Committee were Anthony S. Fell (Chairman), Anthony R.

Graham, Nancy H.O. Lockhart, G. Joseph Reddington and Joseph H. Wright. All members of the Governance

Committee are independent directors except for Mr. Graham, who is an executive officer of Wittington

Investments, Limited, the private holding corporation through which Mr. W. Galen Weston controls Weston.

Compensation Philosophy

The compensation of the Corporation’s senior employees is a key area of focus for the Governance Committee.

The Corporation’s compensation arrangements for its senior employees are intended to attract, retain and

motivate high-calibre employees who can effectively contribute to the long-term success and objectives of the

Corporation. Senior employees receive compensation based on their level of individual responsibility and

experience, the market value of the job they perform and the success of the Corporation in meeting its objectives

and creating shareholder value. The compensation framework is structured to provide senior employees with the

opportunity for a competitive level of total compensation based on the Corporation’s business results, both

absolute and relative to comparator groups.

Comparator Group

In determining compensation for senior employees, including the Named Executive Officers, the Governance

Committee considers the compensation practices of a comparator group of Canadian companies included in the

food distribution and retail industries. In determining compensation for the Named Executive Officers, the

Governance Committee also considers publicly-disclosed executive compensation information of various

Canadian public companies whose revenues, profitability and market capitalization are comparable to those of the

Corporation. This information is compiled and analyzed by an external compensation consultant retained by the

Governance Committee, who then provides the information to the Governance Committee along with its

recommendations.

Components of Total Compensation

The aggregate compensation of senior employees of the Corporation, including the Named Executive Officers,

consists of four components: (i) base salary, (ii) short-term incentives, (iii) long term equity-based incentives (stock

options and restricted share units) and (iv) retirement arrangements. The Corporation aims to ensure that each

senior employee’s compensation is balanced among these components with a greater emphasis on the variable

components of compensation.

SECTION 4
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Base Salary

The Governance Committee reviews base salaries for senior employees, including the Named Executive Officers.

Base salaries are set with reference to criteria and competitive benchmarks and approved by the Governance

Committee. For the period up to and including 2006, the Corporation’s compensation philosophy with respect to

base salaries was to generally maintain levels at approximately the market median and to place more upside

opportunities on the performance-based incentives of annual bonus and long-term equity-based incentives.

Beginning in 2007, compensation targets were adjusted as described below under Executive Compensation

Review.

Annual Bonus Incentive

Up to and including 2006, senior employees of the Corporation, including the Named Executive Officers,

participated in an annual cash bonus plan based on economic value added (‘‘EVA’’) principles which measure the

economic value generated by the assets employed by the Corporation. Using this measure for purposes of

calculating payments under the bonus plan allowed the Governance Committee to:

• measure and link bonuses earned to capital investment decisions and operating results which, over time,

create shareholder value;

• measure the effectiveness of allocation of capital; and

• focus on longer term value creation.

EVA reflects the operating performance of the Corporation while taking into account the cost of capital employed

to generate operating income. Cost of capital is the economic cost of all capital employed in the Corporation’s

business and includes cost of debt (including off-balance sheet items such as operating leases) and cost of equity.

Revenue enhancements which generate incremental operating income and cost reduction programs requiring no

additional capital investment increase return on capital employed as well as EVA. Positive EVA is created when

after-tax operating income exceeds the cost of capital. Negative EVA results when after-tax operating income is

less than the cost of capital. As a result of the bonus plan, historically a significant portion (between 40% and 50%)

of each senior employee’s annual total short term compensation was linked to EVA generated by the Corporation.

The EVA bonus earned in any year was historically paid out in cash over a 3-year period, with one-third being paid

in each year commencing with the year immediately after the bonus is earned. In 2006, the Corporation’s EVA was

a negative amount as a result of the Corporation’s operating performance. In accordance with the EVA bonus plan,

the negative EVA for 2006 reduced the amount owing for previous years. In view of the discontinuation of the

EVA bonus plan, as described below under ‘‘Executive Compensation Review’’, the Governance Committee

approved a payout of the remaining amounts owing under this bonus plan in respect of the 2004 and 2005

fiscal years, less an amount reflecting the negative EVA performance in 2006, resulting in an aggregate payout of

approximately $10.6 million.

Long-term Equity-Based Incentives

The Corporation’s equity-based incentives consist of stock options and restricted share units (‘‘RSUs’’).

Beginning in 2007, senior employees will be eligible for stock option grants and grants of RSUs on an annual basis.

Members of the new senior management team, being Messrs. Galen G. Weston, Allan L. Leighton, Mark Foote,
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Dalton Philips and William Wells, each received grants of equity-based incentives in 2007 and will not be eligible

for further grants until 2010. Details with respect to the equity-based incentives for the new senior management

team are described in the ‘‘Employment and Retirement Arrangements’’ section. All grants will be reviewed and

approved by the Governance Committee as part of its regular review of compensation.

Stock Option Plan

For a description of the Stock Option Plan, including amendments that the Board has approved subject to

shareholder approval, see Schedule ‘‘B’’. There are approximately 300 participants in the Stock Option Plan.

During the first quarter of 2006, the Corporation granted 48,742 stock options to 1 employee at an exercise price

of $54.71. During the second quarter of 2006, the Corporation granted 140,612 stock options to 5 employees at

an exercise price of $55.50.

Restricted Share Unit Plan

In 2005, the Governance Committee approved a Restricted Share Unit Plan (‘‘RSU Plan’’) for senior employees of

the Corporation and its affiliates to ensure compensation to senior employees remains competitive, to foster

retention and to ensure that the long term compensation program is aligned with the maximization of shareholder

value. The RSUs entitle the employee to a cash payment after the end of each performance period of up to 3 years

following the date of their award. The RSU payment will be an amount equal to the weighted average price of a

Common Share for the three days preceding the end of the performance period for the RSUs multiplied by the

number of RSUs held by the employee. The RSU Plan provides that should a participant voluntarily resign or be

terminated for cause during the first year following the grant, his or her RSUs will be cancelled and no payment

will be made. Following the first year from the date of the grant, a participant whose employment is terminated

other than for cause will be entitled to receive a payment based on a prorated portion of his or her RSUs, with

reference to the time remaining in the performance period. The payment is then calculated with reference to the

date his or her employment ceased.

During the first quarter of 2006, 644,712 RSUs were granted to 231 employees and during the second quarter

46,289 RSUs were granted to 7 employees.

Executive Compensation Review

In the latter part of 2006 and the early part of 2007, management initiated a comprehensive review of all aspects

of the Corporation’s compensation program for senior employees. Management received input from the Board,

and support was provided by management and compensation consultants, Hay Group Limited and Mercer

Human Resources Consultants. The objective of the review was to identify opportunities to improve the overall

competitiveness of the Corporation’s senior management compensation program. The review focused on all

components of compensation including base salary and short-term and long-term incentives. The components of

total compensation will now be reviewed annually rather than on a three year basis as was the case under the

previous program. Under the new compensation program, the compensation structure for the executive group is

comprised of 7 levels, each with a specific salary range, short-term incentive plan (‘‘STIP’’) target and long-term

incentive plan (‘‘LTIP’’) target, providing total direct compensation generally targeted at the 60th percentile of

the market.
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As part of this review, the base salaries of the senior management group of approximately 175 employees were

reviewed and set at levels that are competitive with base salaries paid by a comparator group based on market data

provided by the Corporation’s compensation consultants. A salary range was established for each level of senior

management in the Corporation. Adjustments to an executive’s base salary will be considered annually with

reference to a number of factors, including the employee’s overall performance and experience.

The Corporation’s STIP was examined as part of the executive compensation review. In February of 2007, the

Board approved a new STIP for senior employees that, effective 2007, will replace the EVA program described

above. The new STIP is designed to provide employees with an easily understood metric against which annual

performance is measured as well as directly linking the timing of the payment with the performance period. This

incentive program provides for targeted annual bonus awards which are expressed as a percentage of base salary

and tied to the achievement of a predetermined financial performance objective for the Corporation for the

relevant fiscal year. Both the target bonus awards and the financial performance objective will be set on an annual

basis by the Board. Generally, if the target performance objective is reached by the Corporation, the employee will

be eligible to receive his or her full bonus, calculated as a fixed percentage of base salary. An employee’s bonus may

be less or more than this amount, should actual performance be lower or higher than the target financial

performance objective. No bonus will be payable if the actual performance in a year is 90% or less of the target for

that year, and the maximum possible bonus is 200% of target bonus. The new STIP arrangements for the current

Named Executives Officers along with Messrs. Leighton, Philips and Wells, are described under the ‘‘Employment

and Retirement Arrangements’’ section on page 26.

As a result of the discontinuation of the EVA bonus plan, the Governance Committee approved the accelerated

payout of all earned EVA which had not yet been paid out to employees, which represents 1/3 of the EVA earned in

2004 and 2/3 of the EVA earned in 2005. The total amount will be reduced by 1/3 of the negative EVA attributed

to 2006, resulting in an aggregate payout of approximately $10.6 million to approximately 135 EVA participants.

The remaining 2/3 of the negative EVA attributed to 2006 will not be applied against future bonus payouts, given

the implementation of the new STIP.

The Governance Committee also reviewed the long term equity-based incentive compensation which consists of

its stock option and RSU programs. Based on this review, the Governance Committee approved an equity-based

long-term incentive award plan for 2007 consisting of stock option and RSU grants to all eligible employees,

including the current Named Executive Officers. The Board has also approved the issuance of a special one-time

retention grant of stock options and RSUs to certain mid-level employees who would generally not be eligible to

receive equity based incentives. On March 19, 2007, 3,885,439 stock options at an exercise price of $47.44 were

granted to 293 employees and 281,820 RSUs were granted to 289 employees.

Share Ownership Guidelines

The Corporation adopted share ownership guidelines in January 2003 to further align the interests of senior

executives with those of the Corporation’s shareholders. The guidelines were updated in March, 2007. Under

these guidelines, senior executives are expected to own Common Shares with a value equal to a multiple of their

base salary as determined by their position.

The guidelines range from 5 times base salary for the Executive Chairman, 3 times base salary for the Deputy

Chairman, 2 times base salary for other Named Executive Officers and 1 times base salary for other Executive Vice



26Management Proxy Circular

SECTION 4

Executive Compensation (continued)

Presidents. Executives are expected to attain their ownership requirements within five years of becoming an

executive officer within these categories. Share ownership under these guidelines includes ownership of Common

Shares or common shares of Weston and the in-the-money value of vested stock options of the Corporation or

Weston.

The beneficial share ownership of each active Named Executive Officer and the dollar value of such share

ownership based on the closing price on the TSX on March 20, 2007 is:

Number of Shares Share Value ($)

Name Loblaw Weston Loblaw Weston

Galen G. Weston 290,000 255,000 13,804,000 18,609,900

Mark Foote 10,700 – 509,320 –

Richard P. Mavrinac 9,173 6,036 436,643 440,507

Retirement Plans

Senior employees (other than Messrs. G.G. Weston and Leighton) participate in the Corporation’s Designated

Executive Pension Plan. In addition, senior employees of the Corporation, including the Named Executive

Officers, are entitled to a supplemental executive retirement plan. Information on these plans can be found under

‘‘Pension Plan and Long Service Executive Arrangements’’ on page 33.

Employment and Retirement Arrangements

Following are descriptions of the employment and retirement arrangements for the new senior management team

consisting of Messrs. Galen Weston, Allan Leighton, Mark Foote, Dalton Philips and William Wells.

Mr. Galen G. Weston was appointed Executive Chairman of the Corporation on September 19, 2006 and has

entered into an employment agreement with the Corporation. Under his agreement, Mr. Weston’s annual base

salary is $1 million. He participates in the Corporation’s new STIP for the senior executives. On March 19, 2007,

Mr. Weston was granted 495,786 options at an exercise price of $47.44 under the Corporation’s Stock Option

Plan covering a minimum of the three year period 2007-2009 inclusive. Mr. Weston’s employment may be

terminated at any time for any reason and no amounts shall be owing to him except for accrued and unpaid salary

to the date of termination and amounts owing to him in accordance with applicable incentive plans. On

termination Mr. Weston is subject to non-competition and confidentiality agreements. Mr. Weston does not

participate in any of the Corporation’s pension or retirement arrangements.

Mr. Allan L. Leighton was appointed Deputy Chairman of the Corporation on September 19, 2006. Under his

employment agreement, Mr. Leighton’s annual base salary is $1 million. He participates in the Corporation’s new

STIP for the senior executives. On March 19, 2007, Mr. Leighton was granted 371,839 options at an exercise

price of $47.44 under the Corporation’s Stock Option Plan covering a minimum of the three year period

2007-2009 inclusive. Mr. Leighton’s employment may be terminated at any time for any reason and no amounts

shall be owing to him except for accrued and unpaid salary to the date of termination and amounts owing to him in

accordance with applicable incentive plans. On termination Mr. Leighton is subject to non-competition and

confidentiality agreements. Mr. Leighton does not participate in any of the Corporation’s pension or



27Management Proxy Circular

SECTION 4

Executive Compensation (continued)

retirement arrangements. Mr. Leighton also serves as Deputy Chairman of Weston and receives compensation

from Weston for services rendered in that capacity.

Mr. Mark Foote joined the Corporation on April 24, 2006 as Executive Vice President, General Merchandise and

entered into an employment agreement with the Corporation. Mr. Foote’s initial base salary was $750,000 per

annum but was increased to $850,000 effective September 19, 2006 upon assuming the office and responsibilities

of President and Chief Merchandising Officer. Mr. Foote also participates in the Corporation’s new STIP for the

senior executives and on a non contributory basis in the Corporation’s executive defined contribution pension

plan. On May 8, 2006, Mr. Foote was granted 100,000 options at an exercise price of $55.50 under the

Corporation’s Stock Option Plan. In addition, he received 36,036 RSUs on May 8, 2006 under the Corporation’s

RSU Plan. On March 19, 2007 Mr. Foote was granted 354,051 options at an exercise price of $47.44 under the

Corporation’s Stock Option Plan covering a minimum of the three year period 2007-2009 inclusive. Mr. Foote

received a $2 million bonus upon joining the Corporation which vests over a three year period. Mr. Foote had a

guaranteed bonus of $406,651 for 2006. Mr. Foote’s employment agreement contains a termination clause such

that should his employment terminate within the first 24 months, he will receive an amount equal to 2 times his

current base salary and bonus and if termination occurs after the first 24 months, Mr. Foote will be entitled to

receive an amount equal to his then current base salary and bonus.

Mr. Dalton Philips joined the Corporation on January 10, 2007 as Executive Vice President and Chief Operating

Officer. Under his employment agreement with the Corporation, Mr. Philips’ annual base salary is $484,000.

Mr. Philips participates in the Corporation’s new STIP for the senior executives and on a non-contributory basis in

the Corporation’s executive defined contribution pension plan. He also participates in a retirement compensation

arrangement established to provide reasonable retirement benefits for amounts of compensation in excess of the

limits under the Corporation’s other executive retirement plans. Annual funding for this arrangement is equal to

approximately 55% of Mr. Philips’ salary and bonus. In addition on March 19, 2007, Mr. Philips was granted

347,050 stock options at an exercise price of $47.44 under the Corporations’ Stock Option Plan and 44,669 RSUs

under the RSU Plan covering a minimum of the three year period 2007-2009 inclusive. Mr. Philips’ employment

may be terminated at any time for any reason and no amounts shall be owing to him except for accrued and unpaid

salary to the date of termination and amounts owing to him according to applicable incentive plans.

Mr. William Wells will be assuming the role of Chief Financial Officer of the Corporation on April 2, 2007. Under

his employment agreement with the Corporation, Mr. Wells is entitled to a signing bonus in the amount of

$1.5 million. Mr. Wells’ annual base salary is $750,000. Mr. Wells will participate in the Corporation’s new STIP

and on a non-contributory basis in the Corporation’s executive defined contribution pension plan. In accordance

with his employment agreement, on March 19, 2007 Mr. Wells was granted, conditional on his assuming the role

of Chief Financial Officer on April 2, 2007, 495,786 stock options at an exercise price of $47.44 under the

Corporation’s Stock Option Plan covering a minimum of the three year period 2007-2009 inclusive. Mr. Wells’

employment agreement contains a termination clause such that should his employment terminate within the first

12 months, he will receive an amount equal to 3 times his current base salary and if termination occurs after the

first 12 months, Mr. Wells will be entitled to receive 1.5 times his current base salary plus an amount equal to

1.5 times the lesser of (i) the bonus he earned in the previous year and (ii) his then current base salary.

Messrs. Weston, Leighton, Foote, Philips and Wells all participate in the Corporation’s new STIP for members of

the senior management team. Under the STIP for these five senior executives, a bonus shall be paid only if the
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Corporation’s actual performance in the relevant year exceeds the target levels approved by the Board. The

maximum bonus payable is two times the base salary of each executive.

Subsequent to year end, the Corporation announced that Mr. Mavrinac, Executive Vice President of the

Corporation, will be retiring from the Corporation effective April 2, 2007. Pursuant to the terms of his

employment contract, Mr. Mavrinac will receive a payment of $5 million. Mr. Mavrinac will also be paid amounts

owing to him under the Corporation’s and Weston’s Stock Option Plans, RSU Plans and EVA bonus plans and

applicable agreements. Upon ceasing to be employed by the Corporation, Mr. Mavrinac will be subject to certain

non-competition covenants.

The Corporation and Mr. David Jeffs entered into an agreement with respect to his resignation effective

January 10, 2007. In accordance with this agreement, Mr. Jeffs received payments totalling approximately $3.4

million as a result of the cessation of his employment. Mr. Jeffs is subject to certain non-competition covenants.

On September 19, 2006, the Corporation and Mr. Lederer entered into an agreement with respect to his

resignation as President of the Corporation. In accordance with the terms of Mr. Lederer’s employment contract,

he was paid $12 million as a result of the cessation of his employment. Mr. Lederer was also paid approximately

$10 million owing to him under the Stock Option Plans and RSU Plans of the Corporation and of Weston, the EVA

bonus plan and applicable agreements. Mr. Lederer is subject to certain non-competition covenants pursuant to his

employment contract.

Compensation Review Process

In establishing the total compensation for the Executive Chairman and the Deputy Chairman, the Governance

Committee considers the publicly disclosed compensation of chief executive officers of companies whose

revenues, profitability and market capitalization are comparable to those of the Corporation, including

competitor companies. In establishing their compensation entitlements, the Governance Committee also

considers the relative compensation of other members of the senior management team. In addition, the

Governance Committee assesses and considers factors such as their contribution to the Corporation in terms of

leadership in the management of the Corporation and its subsidiaries, the financial results obtained by the

Corporation, increases in shareholder value, the effective development and growth of the Corporation and the

development of new growth opportunities for the Corporation.

This report on executive compensation is presented by the Governance, Employee Development, Nominating and

Compensation Committee of the Board of Directors.

Anthony S. Fell (Chairman), Anthony R. Graham, Nancy H.O. Lockhart, G. Joseph Reddington and

Joseph H. Wright.
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Performance Graph
The graph below compares the cumulative total shareholder return on $100 invested in Common Shares on

December 28, 2001 with the cumulative total return of the S&P/TSX Composite Index and the Food and Staples

Retailing Sub Index over the same period.

CUMULATIVE TOTAL RETURN
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Summary Compensation Table
The following table sets forth compensation earned during the fiscal years 2006, 2005 and 2004 by the Executive

Chairman, the Executive Vice President performing the function of chief financial officer, and the three next most

highly compensated executive officers of the Corporation for 2006 as well as the former Chairman of the

Corporation (collectively the ‘‘Named Executive Officers’’).

Annual Compensation Long-Term Compensation Awards

Awards Payouts

Shares or Units

Securities Subject To

Under Resale LTIP All Other

Name and Principal Salary Bonus Options/SARs Restrictions Payouts Compensation

Position Year ($) ($) Granted(1) ($)(9) ($) ($)(10)

Current Executives

Galen G. Weston(2) 2006 411,031 – – 174,760 – 18,000

Executive Chairman

Mark Foote(3) 2006 542,201 406,651 100,000 2,000,000 – 2,019,437

President and Chief

Merchandising Officer

Richard P. Mavrinac(7) 2006 300,000(4) – – 261,800 – 15,500

Executive Vice President 2005 300,000(4) 172,500(4) 28,723 354,403 – 14,300

2004 250,000(4) 169,863(4) – – – 14,300

Former Executives

David R. Jeffs(5) 2006 800,000 – – 484,495 – 10,000

Former Executive 2005 800,000 385,600 76,525 944,982 – 14,883

Vice President 2004 750,000 546,367 – – – 17,549

John A. Lederer(6) 2006 966,575 – – 5,000,000 – 12,308,088

Former President 2005 1,350,000 – 145,411 1,794,013 – 18,605

2004 1,350,000 997,900 – – – 16,889

W. Galen Weston(8) 2006 666,667(4) – - – – 5,000

Former Chairman 2005 800,000(4) – 114,893 1,418,675 – 5,000

2004 800,000(4) 500,000(4) – – – 5,000

(1) Common Shares of the Corporation.

(2) Prior to September 19, 2006, Mr. Galen G. Weston was not a Named Executive Officer of the Corporation.

(3) Pursuant to his employment contract, Mr. Foote’s 2006 bonus amount was guaranteed and he received a signing bonus of $2 million
which vests over a three-year period, which amount is included in All Other Compensation. See ‘‘Employment and Retirement
Arrangement’’ on page 26 for further details.

(4) During relevant periods, Messrs. W.G. Weston and Mavrinac also received salary and bonus from Weston for services as officers of
Weston, which amounts are not reflected in this table.

(5) Mr. Jeffs resigned from the Corporation effective January 10, 2007.

(6) Mr. Lederer resigned from the Corporation on September 19, 2006. As described under ‘‘Employment and Retirement Arrangements’’ on
page 26, Mr. Lederer received approximately $12 million as a result of the cessation of his employment with the Corporation. This
amount is included in All Other Compensation.

(7) Mr. Mavrinac is retiring from the Corporation effective April 2, 2007.

(8) Mr. W. G. Weston resigned from the Corporation on September 19, 2006.
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(9) Amounts represent the dollar value of RSUs awarded to the Named Executive Officers, in each case based on the closing price of the
Common Shares on the grant date multiplied by the number of RSUs awarded. On February 16, 2006, the Corporation granted Mr. Galen
G. Weston 3,146 RSUs, Mr. Jeffs 8,809 RSUs, and Mr. Mavrinac 4,760 RSUs, in each case based on a closing price for the Common Shares
of $55.00. On the same date, the Corporation granted to Mr. Lederer 271,985 RSUs of which 90,662 RSUs related to 2006. The value of
the 90,662 RSUs was based on a closing price for the Common Shares of $55.00. Mr. Lederer received a cash payment of approximately
$4.6 million representing the value of these 90,662 RSUs owing to him under the RSU Plan as disclosed under ‘‘Employment and
Retirement Arrangements’’ on page 26. The remaining 181,323 RSUs were cancelled on the cessation of Mr. Lederer’s employment. On
May 8, 2006, the Corporation granted 36,036 RSUs to Mr. Foote based on a closing price for the Common Shares of $57.57.

As of December 30, 2006, based on the closing price of $48.79 of the Common Shares on the TSX on December 29, 2006, the last trading
day of the year, Mr. Galen G. Weston held an aggregate of 4,956 RSUs with a value of $241,803. Mr. W. Galen Weston held an aggregate
of 20,106 RSUs with a value of $980,971. Mr. Jeffs held an aggregate of 22,213 RSUs with a value of $1,083,772, Mr. Mavrinac held an
aggregate of 9,787 RSUs with a value of $477,507 and Mr. Foote held an aggregate of 36,036 RSUs with a value of $1,758,196.

RSUs are paid out after the end of a three year performance period following the date of their grant subject to conditions. RSUs are not
redeemable for shares and do not accumulate additional units based on notional dividends paid on the Common Shares. For a description
of the terms of RSUs, see ‘‘Restricted Share Unit Plan’’ on page 24.

(10) Amounts under All Other Compensation include the value of perquisites. The aggregate value of perquisites and benefits for each Named
Executive Officer is less than $50,000 and 10% of the Named Executive Officer’s total annual salary and bonus.

Grant of Stock Options During the Most Recently Completed Financial Year (2006)

The following table sets out option grants to Named Executive Officers during the most recently completed

financial year:

% of Total Market Value of

Securities Under Options/SARs Securities Underlying

Options/SARs Granted to Exercise or Options/SARs on the

Granted Employees in Base Price Date of Grant

Name of Participant(1) (#)(2) Financial Year ($/Security) ($/Security) Expiration Date

Mark Foote 100,000 52.8 55.50(3) 55.50 May 8, 2013

(1) Messrs. W. Galen Weston and Mavrinac also participate in the Weston stock option plan, details of which are outlined in the Weston
Management Proxy Circular.

(2) Common Shares of the Corporation.

(3) The exercise price was based on the closing price of the Common Shares at the close of business on the date prior to the date of grant.
Options vest 20% on each of the first, second, third, fourth and fifth anniversaries of the date of the grant.

Grants of Restricted Share Units During the Most Recently Completed Financial Year (2006)

The following table sets out RSUs granted to Named Executive Officers during the most recently completed

financial year:

Dollar Value % of Total RSUs

RSUs Granted at date of Granted to Employees Performance

Name of Participant* (#)(1) Grant $ in Financial Year Period End Date

Galen G. Weston 3,146 174,760 0.5 February 16, 2009

Mark Foote 36,036 2,000,000 5.31 May 8, 2009

David R. Jeffs 8,809 484,495 1.30 February 16, 2009

Richard P. Mavrinac 4,760 261,800 0.7 February 16, 2009

(1) Common Shares of the Corporation. See page 24 for terms of grant.

* As described under ‘‘Employment and Retirement Arrangements’’ on page 26, Mr. Lederer received approximately $5.3 million as the
amount owing to him under the RSU Plan.
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The following table sets forth, where applicable, options exercised during 2006 and unexercised options at

December 30, 2006 for each of the Named Executive Officers:

Option/SAR Exercises During the Most Recently Completed Financial Year and

Financial Year-end Option/SAR Values

Value of Unexercised in

Securities/ Aggregate Unexercised Options at the Money Options/SARs

SARs Acquired Value Financial Year End at Financial Year End

on Exercise Realized Date Option/(#) ($)

Name (#) (1) ($) (2) Exercisable/Unexercisable SAR Granted Exercisable/Unexercisable

Galen G. Weston 2,068 8,272 Jan. 20/05 – –

Mark Foote – – – 100,000 May 08/06 – –

David R. Jeffs – – 100,000 – Oct. 19/01 – –

31,344 20,895 Jan. 15/03 – –

15,319 61,276 Jan. 20/05 – –

John A. Lederer 160,345 3,013,363 – – Jan. 11/00 – –

164,950 378,230 – – Jan. 08/01 – –

Richard P. 7,520 115,507 – – Jan. 11/00 – –

Mavrinac 18,656 18,658 Jan. 15/03 – –

5,745 22,978 Jan. 20/05 – –

W. Galen Weston 112,500 1,688,062 – – Jan. 11/00 – –

41,240 – Jan. 08/01 – –

89,553 59,701 Jan. 15/03 – –

22,979 91,914 Jan. 20/05 – –

(1) Common Shares of the Corporation.

(2) Pre-tax value accrued since date option granted to date of exercise. 

Equity Compensation Plans as at December 30, 2006

The following provides information on the Stock Option Plan, which is the Corporation’s only plan that provides

for the issuance of equity securities:

Number of securities Weighted-average Number of securities

to be issued upon exercise price of remaining available

exercise of outstanding outstanding options, for future issuance

options, warrants warrants and rights under equity

Plan Category and rights ($) compensation plans

Stock Option Plan 4,084,646 61.357 2,578,872
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Indebtedness of Directors, Executive Officers and Employees
As at March 20, 2007, there was no indebtedness (other than ‘‘routine indebtedness’’ under applicable Canadian

securities laws) owing to the Corporation or any of its subsidiaries by any directors, executive officers, employees

or former directors, executive officers or employees of the Corporation or any of its subsidiaries.

Pension Plan and Long Service Executive Arrangements
The Corporation maintains two pension plans for its executives, including its Named Executive Officers other

than Mr. Galen G. Weston who does not participate in any of the Corporation’s pension plans.

Executive Defined Benefit Plan

Certain senior employees of the Corporation, including Mr. Mavrinac, participate on a non-contributory basis in

the Corporation’s Designated Executive Pension Plan (the ‘‘DB Plan’’). The annual pension payable under the

DB Plan is capped at $2,111 per year of service. The amount of pension expected at various salary rates and years

of service are set out in the following table:

Pension Plan Table

Years of ServiceAnnual Base Salary

$ (000’s) 10 15 20 25 30

75 15,000 22,500 30,000 37,500 45,000

100 20,000 30,000 40,000 50,000 60,000

125 and above 21,111 31,666 42,222 52,777 63,333

The Corporation has entered into individual retirement agreements with certain senior executives to provide

benefits under a non-registered supplemental executive retirement plan (‘‘SERP’’).

Benefits under the DB Plan and the SERP are based on the executive’s length of service and the executive’s highest

consecutive three year average rate of eligible pension earnings (base salary) during his or her years of service with

the Corporation. The total annual benefits paid under the DB Plan and the SERP are capped at $100,000, except

for a limited number of senior executives.

The cost of the estimated future SERP and pension benefits for each of the Named Executive Officers is calculated

each year by the Corporation’s independent actuaries, based on the same method and assumptions used to

determine year-end pension plan obligations as disclosed in Note 15 of the 2006 consolidated financial statements

of the Corporation. Certain accrued obligations in respect of the Named Executive Officers and other senior

employees for the SERP are secured by a stand-by letter of credit issued by a major Canadian chartered bank.
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The following table sets forth the pension cost and estimated benefits under the DB Plan and the SERP to the

Named Executive Officers who participate in the DB Plan:

Years of Estimated Annual

Pension Total Accrued Pension Benefits

Service as at 2006 Annual Pension Obligation Payable at Normal

December 30, Cost as at December 30, Retirement Age

Name 2006 ($)(1) 2006 ($)(2) ($)

David R. Jeffs(3) 28.6 (43,000) 2,267,000 251,900

John A. Lederer(4) 29.3 451,000 4,920,000 500,000

Richard P. Mavrinac(5) 24.6 303,000 3,349,000 300,000

W. Galen Weston(6) 34.0 449,000 5,407,000 500,000

(1) The annual cost represents the growth in the value of the projected pension benefit during the year.

(2) The total accrued pension obligation represents the value of the projected pension benefit assuming normal retirement at age 60.

(3) Mr. Jeffs resigned from the Corporation effective January 10, 2007.

(4) Mr. Lederer resigned from the Corporation effective September 19, 2006.

(5) A portion of the accrued obligation and pension expense for Mr. Mavrinac is allocated to Weston.

(6) Mr. Weston participates in the executive defined benefit pension plan of George Weston Limited. Mr. Weston is presumed to receive a
pension of $500,000 per annum at age 70.

Executive Defined Contribution Plan

Certain senior employees of the Corporation, including Mr. Foote, participate on a non-contributory basis in the

Corporation’s Defined Contribution Executive Plan (the ‘‘DC Plan’’). Contributions are set as a percentage of base

salary and are capped at $19,000 per year as set forth in the following table:

Employer

Age + Years of Service Contributions

< 50 13%

50-60 15%

61 + 17%

The Corporation has entered into retirement agreements with certain executives including Messrs. Foote, Wells

and Philips to provide SERP benefits to those senior executives that participate in the DC Plan.

The Corporation’s contribution to the DC Plan and the SERP are capped at $34,000 for each year of service.
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Other Information

Director and Officer Liability Insurance
The Corporation maintains insurance for the benefit of its directors and officers and the directors and officers of

its subsidiaries, in respect of the performance by them of the duties of their positions. The Corporation believes

that coverage limits and deductibles are in line with those maintained by other corporations similar to the

Corporation. The Corporation’s annual insurance premium in 2006 was $457,571. The insurance limit is

$100 million per annum on an aggregate basis or per occurrence basis. There is no deductible in the case of

directors and officers and a deductible of up to a maximum of $1 million for the Corporation.

Normal Course Issuer Bid
The Corporation has a Normal Course Issuer Bid (the ‘‘Issuer Bid’’) on the TSX which allows for the purchase and

cancellation of up to 13,714,045 Common Shares at market price. A copy of the Corporation’s Notice of Intent

filed with the TSX can be found at www.sedar.com. The current Issuer Bid expires on March 30, 2007.

Additional Information
Additional copies of the Corporation’s latest Annual Information Form (together with the documents or pertinent

pages of documents incorporated therein by reference), the Corporation’s consolidated financial statements for

2006 together with the report of the auditor on those statements along with Management’s Discussion and

Analysis and any financial statements for periods after 2006, and this Circular can be obtained upon request from

the Senior Vice President, Financial Services and Investor Relations of the Corporation at 1 President’s Choice

Circle, Brampton, Ontario L6Y 5S5. Additional information about or relating to the Corporation can also be

found at www.loblaw.ca and www.sedar.com or by dialing in for regularly scheduled conference calls. Additional

information with regard to Weston can be found at www.weston.ca and www.sedar.com.

Contacting the Board of Directors
Shareholders, employees and other interested parties may communicate directly with the Board of Directors

through the lead director by writing to:

Lead Director

Loblaw Companies Limited, Suite 2001

22 St. Clair Avenue East

Toronto, Ontario M4T 2S7

Directors’ Approval
The contents and sending of this Circular have been approved by the Board.

Robert A. Balcom

Senior Vice President, General Counsel &

Secretary

Dated in Toronto, Canada

March 20, 2007

SECTION 5
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Statement of Corporate Governance Practices
The Corporation’s Board and management believe that sound corporate governance practices contribute to the

effective management of the Corporation and its achievement of strategic and operational plans, goals and

objectives. To maintain high standards of corporate governance in a rapidly changing environment, the

Corporation’s governance system is subject to ongoing review and assessment. The Corporation’s approach to

corporate governance is consistent with Canadian Securities Administrators Corporate Governance Guidelines

(the ‘‘Guidelines’’). The Governance Committee regularly reviews its corporate governance practices and

considers any changes necessary to maintain the Corporation’s high standards of corporate governance. To this

end, the Corporation also considers the rules of the New York Stock Exchange and of the Securities and Exchange

Commission, although the Corporation is not subject to such rules.

The Corporation’s website, www.loblaw.ca, sets out additional governance information, including the

Corporation’s Code of Business Conduct, its Disclosure Policy and the Mandates of the Board and of

its Committees.

Director Independence

The Board is comprised of a majority of independent directors and will continue to be comprised of a majority of

independent directors if all the nominees proposed for election at the Meeting are elected. The Governance

Committee has reviewed each existing and proposed director’s factual circumstances and relationships with the

Corporation to determine whether he or she is independent within the meaning of the Guidelines. The Guidelines

provide that a director is independent if he or she has no material relationship with the Corporation or its affiliates

that would reasonably be expected to interfere with the director’s independent judgment. The following existing

and proposed directors and nominees are independent: Paul M. Beeston, Anthony S. Fell, John S. Lacey, Nancy

H.O. Lockhart, Thomas C. O’Neill, John D. Wetmore, and Joseph H. Wright. The following directors are not

independent:

• Galen G. Weston, who is an executive officer of the Corporation and a relative of Mr. W. Galen Weston, the

Corporation’s controlling shareholder;

• Gordon A. M. Currie, who is an executive officer of Weston;

• Camilla H. Dalglish, who is a relative of Messrs. W. Galen Weston and Galen G. Weston;

• Anthony R. Graham, who is an executive officer of Wittington Investments, Limited, the principal

shareholder of Weston;

• Allan L. Leighton, who is an executive officer of the Corporation and of Weston; and

• Pierre Michaud, who is an executive officer and consultant to Provigo Inc., a subsidiary of the Corporation.

The Chairman of the Board or of a Committee meets separately with the Board or Committee members after each

meeting.

The independent directors meet separately on a periodic basis following Board meetings and on other occasions as

required or desirable. Additional information relating to each director and each director nominee standing for

election, including other public company boards on which they serve as well as their attendance record for all
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Board and Committee meetings during fiscal 2006, can be found on pages 5 through 12 and page 20 of

this Circular.

Board Leadership

Mr. Galen G. Weston is the Executive Chairman of the Corporation and Mr. Allan L. Leighton is the Deputy

Chairman of the Corporation. The Board has established a position description for each of the Executive

Chairman and the Deputy Chairman.

The Board has also appointed an independent director, Anthony S. Fell, to serve as lead director. The lead director

provides leadership to the Board and particularly to the independent directors. He ensures that the Board operates

independently of management and that directors have an independent leadership contact. As part of his

responsibilities, the lead director meets periodically with the other directors to obtain insight as to areas where the

Board and its Committees can operate more effectively and to ensure the Board is able to discharge its

responsibilities independent of management. The Board has developed a position description for the lead director.

The Executive Chairman directs the operations of the Board. He chairs each meeting of the Board and is

responsible for the management and effective functioning of the Board generally and provides leadership to the

Board in all matters. More specifically, the Executive Chairman works in consultation with senior management to,

among other things: set the agenda for each Board meeting; ensure that the Board has all the information it needs

to discuss the matters brought to the Board; and ensure that all the Board’s responsibilities, as set out in the Board

mandate, are being fulfilled. The Executive Chairman also monitors the reports from the Committees of the Board

to ensure the Committees are fulfilling the responsibilities delegated to them by the Board. The Executive

Chairman also chairs meetings of shareholders and facilitates the response by management to shareholder

concerns. The Executive Chairman ensures that strategic plans are communicated to the Board and that such plans

are evaluated as to their success.

Board Responsibilities and Duties

The Board, directly and through its Committees, supervises the management of the business and affairs of the

Corporation with the goal of enhancing long-term shareholder value. A copy of the Board’s mandate is found on

page 43 of this Circular. The Board reviews the Corporation’s direction, assigns responsibility to management for

achievement of that direction, develops and approves major policy decisions, delegates to management the

authority and responsibility in day-to-day affairs and reviews management’s performance and effectiveness. The

Board’s expectations of management are communicated to management directly and through Committees of

the Board.

The Board approves the Corporation’s corporate goals and objectives, operating budgets and strategies, which

take into account the opportunities and risks of the business. Members of the Board attend an annual all-day

strategy session with management to discuss and review the Corporation’s strategic plans and opportunities. Each

operating division presents a review of its activities and its outlook and strategies for the long-term. In addition,

management’s strengths and weaknesses are discussed. Through the Audit Committee, the Board oversees the

Corporation’s risk management framework and assesses and evaluates the integrity of the Corporation’s internal

control over financial reporting and management information systems. Through the Governance Committee, the

Board oversees succession planning and compensation for senior management and members of the Board.
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Individual directors may, with the approval of the lead director, retain an outside advisor at the expense of the

Corporation.

The Board requires that management seek directors’ review and approval of:

• strategic corporate direction and corporate performance objectives;

• multi-year and annual business, capital and operating plans and budgets;

• material capital expenditures, acquisitions, divestitures and restructurings; and

• investment outside of the ordinary course of business.

These matters are in addition to those matters which are required by law to receive Board consideration

and approval.

The Board regularly receives reports on the operating results of the Corporation, as well as timely reports on

certain non-operational matters, including insurance, pensions, corporate governance, health and safety, legal and

treasury matters.

Ethical Business Conduct

The Corporation’s Code of Business Conduct (the ‘‘Code’’) sets out the Corporation’s long-standing commitment

of requiring adherence to high standards of ethical conduct and business practices. The Code is reviewed annually

to ensure it is current and reflects best practices in the area of ethical business conduct. All directors, officers and

employees of the Corporation are required to comply with the Code and must acknowledge their commitment to

abide by the Code on a periodic basis. The Code is available on the Corporation’s website at www.loblaw.ca.

The Code also deals with conflicts of interest. Should a director, officer, or employee have a conflict of interest

with respect to any matter, that individual is required to bring the conflict to the attention of the Ethics and

Conduct Committee and, if a director has a conflict with respect to any matter, he or she may not participate in any

discussion or vote on the matter. The Code also addresses such matters as the protection of confidential

information and the protection and proper use of the Corporation’s assets.

The Corporation has established an Ethics and Conduct Committee which reviews all material breaches of the

Code. The Ethics and Conduct Committee also oversees implementation of the Code, educating employees

regarding the Code and reviews the Code annually to determine if it requires revision.

The Corporation encourages the reporting of unethical behaviour and has established an Ethics Response Line, a

toll-free number that any employee or director may use to report conduct which he or she feels violates the Code

or otherwise constitutes fraud or unethical conduct. A fraud reporting protocol has also been implemented to

ensure that fraud is reported to senior management in a timely manner. In addition, the Audit Committee has

endorsed procedures for the anonymous receipt, retention and handling of complaints regarding accounting,

internal control or auditing matters. These procedures are available at www.loblaw.ca.

The Corporation has adopted a Vendor Code of Conduct that sets out the Corporation’s expectations of its

vendor community with respect to ethical conduct and social responsibilities. The Vendor Code deals with such

matters as labour practices, respect for the environment and compliance with various laws. 
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Orientation and Continuing Education

The Governance Committee is responsible for the orientation and education of new directors about the business

of the Corporation. New directors are provided with a directors’ guide containing details of the Corporation’s

operations, the structure and role of the Board and its Committees, the Board’s mandate, compliance

requirements for directors, corporate policies, as well as agendas and minutes for recent Board and Committee

meetings. The goal is to ensure that the new directors fully understand the nature and operation of the

Corporation’s businesses. One-on-one meetings can be arranged with the heads of each of the Corporation’s

principal business groups for a new director to learn about the various functions and activities of the Corporation.

On an ongoing basis, as part of regular Board meetings, directors are given presentations on various aspects of the

Corporation’s operations. All Board members participate in an annual all-day Board meeting at which in-depth

information regarding particular aspects of the Corporation’s strategic plan is reviewed. Members of the Board

also participate periodically in senior management conferences. These conferences involve presentations by and

discussions with senior executives responsible for different aspects of the business of the Corporation.

Assessment of the Board, and its Members and its Committees

Each year, the Governance Committee undertakes a review process to assess the performance and effectiveness of

the Board and its Committees. In 2006, this process included a questionnaire completed by each of the directors,

soliciting feedback from directors on matters including the operation of the Board and its Committees, the

adequacy of information provided to directors, Board structure and agenda planning for Board meetings. The

survey results were reviewed by the Governance Committee and then presented to the full Board.

Following the assessment, the members of the Board made recommendations for improvements in certain areas,

including the involvement of the Board with the Corporation’s strategic plan and the number of meetings of the

Board held in a typical year.

Each year, in addition to the assessment that the Governance Committee performs in connection with

compensation matters, the Governance Committee assesses the performance of the Executive Chairman, the

Deputy Chairman and the President and Chief Merchandising Officer and reviews the results with the Board.

Nomination of Directors

The Governance Committee is responsible for the nomination of directors. The Governance Committee reviews

the experience and performance of nominees for election to the Board and the appointment of directors

to Committees.

On an annual basis or when required, the Governance Committee meets to consider any vacancies on the Board or

to assess the composition of the current Board membership. The members of the Board are canvassed with respect

to potential candidates and each candidate is evaluated with respect to his or her experience and expertise, with

particular attention paid to those areas of expertise that could best complement the current Board. The

Governance Committee also assesses any potential conflicts, independence or time commitment concerns the

candidate may present. The Committee then presents its list of potential candidates to the Board. A continuous list

of potential candidates is kept with the records of the Governance Committee.
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Composition of the Governance Committee

The Governance Committee, which is responsible for the identification of new candidates for the Board and for

the oversight of compensation for directors and officers of the Corporation, is not comprised entirely of

independent directors because one member, Mr. Graham is an officer of Wittington Investments, Limited,

(‘‘Wittington’’) the private holding corporation that controls Weston. The Board has determined that it is

appropriate for Mr. Graham to be a member of the Governance Committee, with the remainder of the members of

the Governance Committee being independent directors. The Board believes that the presence of a majority of

independent directors on the Governance Committee and the alignment of interests described above ensure an

objective nomination process that is in the interests of all shareholders.

Board Committees

There are five committees of the Board: Audit; Governance, Employee Development, Nominating and

Compensation; Pension and Benefits; Environmental, Health and Safety; and Executive.

The Audit Committee is comprised solely of independent directors. All other committees, other than the

Executive Committee, are comprised solely of non-management directors, in each case, with a majority of

members being independent directors. The Board believes that the composition of its committees (other than the

Executive Committee) allows them to operate independently from management such that shareholders’ interests

are protected.

Each Committee has a formal mandate and a position description for the Chair established by the Board. Both the

mandate and position description are reviewed annually by the Governance Committee. Copies of the

Committees’ mandates are available on the Corporation’s website, www.loblaw.ca.

Position Descriptions for the Chair of the Committees

The Chair of each Committee is responsible for the leadership and effective functioning of the Committee.

Specifically, the Chair is responsible for the following: maintaining a productive and effective relationship

between the Committee and management of the Corporation; ensuring the proper flow of information from the

Committee, the matters discussed and voted upon at each Committee meeting; reviewing the agenda for each

meeting of the Committee to ensure that all appropriate matters are brought forward for discussion at the

Committee meeting, ensuring that the Committee meets as frequently as is necessary and ensuring, with the

assistance of management, that all proper materials and information are before the Committee in connection with

matters to be discussed at each meeting of the Committee.

The following is a brief summary of some of the responsibilities of each Committee.

Audit Committee

All members of the Audit Committee must be independent and financially literate as required under applicable

securities law rules. The Audit Committee is also responsible for supporting the Board in overseeing the integrity

of the Corporation’s financial reporting and internal controls over financial reporting, disclosure controls,

internal audit function and its compliance with legal and regulatory requirements. The Audit Committee’s

responsibilities include:

• recommending the appointment of the external auditor;

• reviewing the arrangements for and scope of the audit by the external auditor;
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• reviewing the independence of the external auditor;

• considering and evaluating with management the adequacy and effectiveness of internal controls over

financial reporting and financial disclosure controls and reviewing any proposed corrective actions;

• reviewing and monitoring the Corporation’s policies relating to ethics and conflicts of interests of officers

and employees;

• overseeing procedures for the receipt, retention and follow up of complaints regarding the Corporation’s

accounting, internal controls and auditing matters and the confidential anonymous submission by

employees of concerns regarding such matters;

• reviewing and monitoring the internal audit function of the Corporation;

• reviewing the integrity of the Corporation’s management and information systems;

• reviewing and approving the audit fees paid to the external auditor and pre-approval of non-audit related

fees to the external auditor;

• discussing and reviewing with management and the external auditor the Corporation’s annual and interim

consolidated financial statements, key reporting matters and Management’s Discussion and Analysis and

Annual Information Form;

• reviewing disclosure containing financial information based on the Corporation’s financial statements; and

• reviewing with management the principle risks of the Corporation’s business and the systems and processes

implemented to manage these risks.

Governance, Employee Development, Nominating and Compensation Committee

The Governance Committee is responsible for overseeing the compensation of directors and executive officers.

The Governance Committee is also responsible for developing and maintaining governance practices consistent

with high standards of corporate governance. As part of its mandate, the Governance Committee identifies and

recommends candidates for nomination to the Board as directors, monitors the orientation program for new

directors and maintains a process for assessing the performance of the Board and its Committees as well as the

performance of individual directors and discharging the Board’s responsibilities relating to compensation and

succession planning for the Corporation’s senior employees. The Governance Committee’s specific

responsibilities include:

• identifying candidates for membership on the Board and evaluating the independence of the directors;

• assisting in directors’ orientation and assessing their performance on an on-going basis;

• shaping the Corporation’s approach to corporate governance and recommending to the Board corporate

governance principles to be followed by the Corporation;

• discharging the Board’s responsibilities relating to compensation and succession planning for the

Corporation’s senior employees; and

• determining the process for the compensation of directors and executive officers.

The Board has appointed the Chair of the Governance Committee, who is an independent director, to serve as

lead director.
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Pension and Benefits Committee

The Pension and Benefits Committee is responsible for:

• reviewing the performance of the Corporation’s and its subsidiaries’ pension plans and pension funds;

• reviewing and recommending managers for the fund’s portfolio;

• reviewing the performance of pension fund managers;

• reviewing and approving the assumptions used, the funded status and amendments to the Corporation’s

and its subsidiaries’ pension plans; and

• receiving reports regarding level, types and costs of the Corporation’s employee benefit plans.

Environmental, Health and Safety Committee

The Environmental, Health and Safety Committee is responsible for reviewing and monitoring environmental,

food safety and workplace health and safety policies, procedures, practices and compliance.

Executive Committee

The Executive Committee possesses all of the powers of the Board except the power to declare common dividends

and certain other powers specifically reserved by applicable law to the Board. The Executive Committee acts only

when it is not practicable for the full Board to meet.

Other Corporate Governance Matters

Disclosure Policy

The Board has adopted a corporate Disclosure Policy to deal with the timely dissemination of all material

information. A copy of the Disclosure Policy is available on the Corporation’s website, www.loblaw.ca. The

Disclosure Policy, which is reviewed annually, establishes consistent guidance for determining what information is

material and how it is to be disclosed to avoid selective disclosure and to ensure wide dissemination. The Board,

directly and through its Committees, reviews and approves the contents of major disclosure documents, including

interim and annual consolidated financial statements, the Annual Report, the Annual Information Form,

Management’s Discussion and Analysis, and this Circular. The Corporation seeks to communicate to its

shareholders through these documents as well as by means of news releases, its website and investor relations

meetings.

Disclosure Committee

A Disclosure Committee comprised of senior management of the Corporation oversees the Corporation’s

disclosure process as outlined in the Disclosure Policy. The Disclosure Committee’s mandate includes ensuring

that effective internal disclosure controls and procedures are in place to allow the Corporation to satisfy all of its

continuous disclosure obligations including certification requirements. The Disclosure Committee is also

responsible for ensuring that the policies and procedures contained in the Corporation’s Disclosure Policy are in

compliance with regulatory requirements.
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The purpose of this document is to summarize the governance and management roles and responsibilities of the

Board of Directors of the Corporation (the ‘‘Board’’).

1. ROLE

The role of the Board is to provide governance and stewardship of the Corporation. Its role is to review

corporate strategy, assign responsibility to management for achievement of that strategy, establish limitations

on the authority delegated to management and monitor performance against approved objectives. In fulfilling

this role, the Board regularly reviews management’s strategic plans so that they continue to be responsive to

the changing business environment in which the Corporation operates. The Board oversees the Corporation’s

approach to corporate governance, succession planning, internal control over financial reporting, disclosure

controls and procedures, and information systems to ensure that the Corporation reports accurately and

fairly information to shareholders, other stakeholders and the public. The Board is required to appoint

corporate officers and satisfy itself as to the integrity of senior management, that the Corporation engages in

ethical and legal conduct and that senior management creates a culture of integrity throughout the

Corporation.

2. RESPONSIBILITIES

To ensure that it fulfills its role, the Board will:

(a) Define Shareholder Expectations for Corporate Performance Through Effective Communication with

Shareholders

• Satisfy itself that there is effective communication between the Board and the Corporation’s

shareholders, other stakeholders, and the public, including effective, transparent and timely public

disclosure.

• Determine, from time to time, the appropriate criteria against which to evaluate performance, and set

corporate strategic goals and objectives within this context.

(b) Establish Strategic Goals, Performance Objectives and Operational Policies

The Board will review and approve broad strategic corporate objectives and establish corporate values against

which corporate performance will be measured. In this regard, the Board will:

• Approve long-term strategies.

• Review and approve management’s strategic and operational plans so that they are consistent with

long-term goals.

• Approve strategic and operational policies within which management will operate.

• Set targets and budgets against which to measure corporate and executive performance.

• Satisfy itself that a portion of executive compensation is linked appropriately to corporate

performance.

• Satisfy itself that a process is in place with respect to the appointment, development, evaluation and

succession of senior management.

SCHEDULE A-1
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(c) Delegate Management Authority to the Executive Chairman

• Delegate to the Executive Chairman the authority to manage and supervise the business of the

Corporation, decisions regarding the Corporation’s ordinary course of business and operations that

are not specifically reserved to the Board under the terms of that delegation of authority.

• Determine what, if any, executive limitations may be required in the exercise of the authority delegated

to management.

(d) Monitor Corporate Performance

• Understand, assess and monitor the principal risks of all aspects of the business in which the

Corporation is engaged.

• Monitor corporate performance against both short-term and long-term strategic plans and annual

performance targets, and monitor compliance with Board policies and the effectiveness of risk

management practices.

(e) Corporate Governance

• Develop and monitor compliance with a set of corporate governance principles and guidelines.

• Appoint a lead director who is an independent director to provide leadership to the Board and the

independent directors.

• Ensure that independent directors hold regular meetings without the attendance of management or

non-independent directors.

• Review the Board’s mandate on an annual basis and make any revisions which are necessary.

• Adopt a written code of business conduct which is applicable to employees, officers and directors of

the Corporation, and monitor compliance with such code.

• Develop, adopt and regularly review position descriptions for the Executive Chairman, the Deputy

Chairman, the lead director and the chair of each committee of the Board.

• Assess the effectiveness and performance of the Board and its committees as well as their individual

members.

3. COMPOSITION

The Board shall be comprised of a majority of independent directors. For this purpose, a director is

independent if he or she would be Independent within the meaning of National Instrument 58-101 Disclosure
of Corporate Governance Practices, as the same may be amended from time to time.

4. COMMITTEES

The Board may establish committees and delegate such authority and responsibilities to such committees as it

approves. The authority and responsibilities of any committee so established shall be set out in a written

charter. The Board has established the following committees: the Audit Committee (which is comprised

entirely of independent directors), the Governance, Employee Development, Nominating and Compensation

Committee, (which is comprised of a majority of independent directors) the Environmental, Health and

Safety Committee, the Pension and Benefits Committee and the Executive Committee.

5. ORIENTATION AND CONTINUING EDUCATION

The Board shall ensure that all directors receive a comprehensive orientation and continuing education in

connection with their role, responsibilities and the business of the Corporation, as well as the skills they must

use in their roles as directors.

6. SHARE OWNERSHIP BY DIRECTORS

The Board shall approve requirements for ownership by directors of shares of the Corporation and shall

monitor compliance with such requirements.
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LOBLAW COMPANIES LIMITED has established and hereby amends an Employees’ Stock Option Plan for

employees of the Corporation and its Affiliates in order to secure for the Corporation and its shareholders the

benefits of incentives inherent in share ownership by key employees of the Corporation and its Affiliates who, in

the judgment of the Board of Directors or the Committee will be largely responsible for the future growth and

continued success of the Corporation. It is recognized that stock option plans aid in retaining and encouraging

employees of exceptional ability because of the opportunity offered them to acquire a proprietary interest in the

Corporation.

1. Definitions:

(a) ‘‘Act’’ means the Securities Act (Ontario), as from time to time amended.

(b) ‘‘Affiliate’’ means any entity which is an ‘‘affiliate’’ of the Corporation for the purposes of Ontario

Securities Commission National Instrument 45-106 Prospectus and Registration Exemptions, as

amended or replaced from time to time.

(c) ‘‘Blackout Period’’ means the period imposed by the Corporation, during which Optionees may not

trade in the Corporation’s securities (and includes any period in which an Optionee has Material

Undisclosed Information).

(d) ‘‘Board of Directors’’ means the Board of Directors of the Corporation.

(e) ‘‘Committee’’ means the Governance, Employee Development, Nominating and Compensation

Committee or the Executive Committee of the Board of Directors or any other committee designated by

the Board of Directors to carry on the functions of the Committee hereunder.

(f) ‘‘Corporation’’ means Loblaw Companies Limited and its successors.

(g) ‘‘Eligible Employees’’ means key employees (including officers, whether or not directors) of the

Corporation and its Affiliates, as determined by the Board of Directors or the Committee, and shall

constitute the class of employees eligible for the granting of Options.

(h) ‘‘Fair Market Value’’ means the greater of (i) the weighted average of the trading prices of the Shares on

the Toronto Stock Exchange for the five trading days prior to the applicable grant date and (ii) the

weighted average of the trading prices of the Shares on the Toronto Stock Exchange on the trading day

prior to the grant date except that for U.S. Participants, ‘‘Fair Market Value’’ means the closing price of

the Shares on the Toronto Stock Exchange on the day prior to the grant date.

(i) ‘‘Material Undisclosed Information’’ means material information affecting the Corporation that has not

been publicly disclosed.

(j) ‘‘Option’’ means an Option granted under the terms of the Plan.

(k) ‘‘Option Price’’ means the price at which a Share may be exercised pursuant to an Option and which may

not be less than Fair Market Value at the date of grant.

(l) ‘‘Optionee’’ means an Eligible Employee to whom an Option is granted.

(m) ‘‘Plan’’ means the Amended and Restated Employees’ Stock Option Plan herein provided for.
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(n) ‘‘Shares’’ mean the Common Shares of the Corporation.

(o) ‘‘Stock Option Agreement’’ means, in the case of each Option, the stock option agreement approved for

the Option as provided in Section 5.

(p) ‘‘Subsidiary’’ means a company that is a subsidiary of the Corporation within the meaning of the Act.

(q) ‘‘U.S. Participant’’ means an Eligible Employee who is subject to the income tax legislation of the

United States.

2. Number of Shares: The shares which may be issued and sold upon the exercise of Options granted pursuant

to the Plan will be Shares. The maximum number of Shares issuable pursuant to the Plan at any time shall not

exceed 13,708,678. The aggregate number of Shares issued to insiders of the Corporation within any 12 month

period, or issuable to insiders of the Corporation at any time, under the Plan and any other security-based

compensation arrangement of the Corporation, may not exceed 5% of the total number of issued and outstanding

Common Shares of the Corporation at such time.

For greater certainty, any Share issuable pursuant to an outstanding Option that is, for any reason, cancelled,

expired, forfeited or terminated without having been exercised in full shall again be available for issuance upon the

exercise of Options granted pursuant to the Plan.

The terms ‘‘security based compensation arrangement’’ and ‘‘insider’’ have the meanings attributed thereto in the

TSX Company Manual.

3. Participation: Options shall be granted only to Eligible Employees.

4. Price: The price at which each Share may be exercised under an Option shall be not less than 100% of its Fair

Market Value at the date of grant.

5. Grant of Options: The Board of Directors or the Committee may from time to time make all determinations

regarding the granting of Options, including the effective date of such grant, and may authorize the granting of

Options at the opening of business on such date to such Eligible Employees as it may select for the number of

Shares that it shall designate, all subject to the provisions of the Plan. It may take into consideration the Eligible

Employees’ present and potential contributions to the success of the Corporation or any Subsidiary and such other

factors which it may deem proper and relevant, but shall select only Eligible Employees who are anticipated to

remain in the employ of the Corporation or its Affiliates for not less than one year from the date of the grant of

the Option.

Each Option shall be confirmed by a Stock Option Agreement containing terms and conditions consistent with the

Plan and approved by the Board of Directors or the Committee (which terms and conditions need not be the same

in each case and may be changed from time to time).

6. Terms of Options: Except as otherwise determined by the Board of Directors or the Committee:

(a) No Option may be exercised in whole or in part prior to one year from the date it is granted.

(b) Options shall become exercisable (in each case to the nearest full Share) at such times and in such

instalments, which may be cumulative, as may be provided in the Stock Option Agreement, having
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regard for any requirements of any competent governmental authority or any stock exchange on which

the Shares are listed for trading.

(c) Options shall terminate on the first to occur of the following events:

(i) termination of the Option pursuant to the Stock Option Agreement; or

(ii) termination of the Optionee’s employment as provided in Section 7.

(d) Each Option shall expire on such date (being not less than five nor more than ten years from the date of

the grant of the Option) as the Board of Directors or the Committee may determine at the time the

Option is granted (which determination may be evidenced by the applicable Stock Option Agreement).

(e) Except as set forth in Section 7, no Option may be exercised unless the Optionee is at the time of such

exercise in the employ of the Corporation or any Affiliate and has been continuously so employed since

the grant of the Option.

(f) If an Option would otherwise expire during a Blackout Period, the term of such Option shall

automatically be extended until 10 business days after the end of the Blackout Period.

7. Effect of Cessation of Employment: If the Optionee dies, retires or otherwise ceases to be employed by the

Corporation and/or the Affiliate (whether or not by reason of the Optionee’s employment being terminated with

or without cause), no Option held by the Optionee shall be exercisable after the date of such death, retirement or

other cessation of employment (or after the date the Optionee gives or receives any notice of termination of

employment), except as follows and subject to Section 6(f):

(a) If the Optionee’s employment is terminated without cause, on or before the 30th day after the earlier of

the date of such cessation of employment and the date of such notice, if any, the Optionee may exercise

his or her Option(s) to the extent the Optionee was entitled to do so at the date of such cessation of

employment or notice.

(b) If the Optionee retires under a retirement pension plan of the Corporation or any Affiliate, the 30-day

period referred to in clause (a) shall be extended to 90 days after the date of retirement.

(c) If the Optionee dies while employed by the Corporation or any Affiliate or within the 30-day or 90-day

periods referred to in clauses (a) or (b), the person or persons to whom the Optionee’s rights have passed

by the Optionee’s will or the laws of descent and distribution may, on or before the 180th day after the

date of death, exercise the deceased’s Option(s) to the extent the Optionee was entitled to do so at the

date of death provided, however, that nothing contained in paragraphs (a), (b) or (c) shall extend the

expiry date of any Option or give any person a right to exercise an Option after the date when the same

has expired in accordance with its terms.

(d) The date of cessation of an Optionee’s employment is the Optionee’s last day of active employment and

does not include any period of statutory, reasonable or contractual notice or any period of deemed

employment or salary continuance.
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8. Adjustment in Shares Subject to the Plan:

(a) In the event of any consolidation, subdivision or reclassification of Shares, or any stock dividend of

Shares paid otherwise than in lieu of a normal cash dividend, or any merger, amalgamation or

reorganization of the Corporation, the number of Shares subject to any Option then outstanding and the

Option Price thereof shall be adjusted appropriately by the Board of Directors or the Committee to

ensure that such Option will after such event represent a benefit substantially similar to the benefit, if any,

it represented before such event, and such adjustments shall be effective and binding for all purposes of

the Plan.

(b) In the event of a transaction which the Board of Directors determines would result in a change of control

or a potential change of control, the Board of Directors shall have the power to: (i) accelerate the vesting

of Options in full or in part; and (ii) make such other changes to the terms of the Options as it considers

fair and appropriate in the circumstances, including but not limited to: (x) otherwise modifying the terms

of the Options to assist the Optionees to tender into a take-over bid or other arrangement or transaction

leading to a change of control, and thereafter; (y) terminating, conditionally or otherwise, the Options

not exercised following successful completion of such bid, arrangement or transaction. If the change of

control or potential change of control is not completed within the time specified therein (as the same

may be extended), the Options which vested pursuant to this Section shall be returned by the Optionee to

the Corporation, in either case, and, if exercised, shall be reinstated as authorized but unissued Shares

and the original terms applicable to such Options shall be reinstated.

9. Payment for Shares: Payment for Shares purchased upon exercise of an Option shall be made in full not later

than 10 business days following the exercise of the Option.

10. Transferability:

(a) Options shall not be transferable or assignable otherwise than by will or by the laws of descent and

distribution, and during the lifetime of an Optionee shall be exercisable only by him or her.

(b) Instead of receiving Shares on the exercise of an Option, including Shares under Option at the date this

amendment becomes effective, an Optionee may, by written notice to the Corporation given at any time

when such Option is exercisable, elect to receive in cash from the Corporation an amount equal to the

excess of the Fair Market Value of the Shares as to which such election is made over the Option Price of

such Shares set out in the Stock Option Agreement granting the Option (‘‘Share Appreciation Value’’) net

of any required tax withholding. An Option on shares as to which such election is made shall thereupon

be deemed to have expired. Payment of such Appreciation Value shall be made within 7 business days of

receipt by the Corporation of such appropriately executed election form.

11. Necessary Approvals: The obligation of the Corporation to sell and deliver Shares on the exercise of

Options is subject to the approval of any competent governmental authority or stock exchange on which the

Shares are listed for trading, which may be required in connection with the creation, issuance or sale of such Shares

by the Corporation.

12. Expiration, Amendment and Termination of the Plan: The Board of Directors or the Committee may

amend, suspend or terminate the Plan, or any portion thereof, at any time, subject to those provisions of applicable
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law (including, without limitation, the applicable rules, regulations and policies of any stock exchange) that

require approval of shareholders or any governmental or regulatory body. The Board of Directors or the

Committee may make amendments to the Plan or any Option outstanding thereunder without seeking

shareholder approval, except for the following types of amendments:

(i) increasing the number of Shares reserved for issuance under the Plan;

(ii) reducing the Option Price, except pursuant to Section 8(a);

(iii) extending the term of an Option beyond its original expiry date or beyond 10 years from its grant date,

except pursuant to Section 6(f);

(iv) extending eligibility to participate in the Plan to non-employee directors;

(v) permitting Options to be transferred other than by testate or intestate succession;

(vi) permitting awards, other than Options, to be made under the Plan; or

(vii) amending this Section 12.

Except as expressly set forth in the Plan, no action of the Board shall alter or impair the rights of an Optionee

under any Option previously granted to an Optionee without the consent of the affected Optionee.

13. Administration of the Plan: The Board of Directors or the Committee is authorized to interpret the Plan

and from time to time to adopt, amend and rescind the rules and regulations for carrying out the Plan. The

interpretation and construction of any provision of the Plan by the Board of Directors or the Committee shall be

final and conclusive. Administration of the Plan shall be the responsibility of the appropriate officers of the

Corporation.

14. Governing Law: The Plan and all Options from time to time outstanding shall be governed by the law of

the Province of Ontario and the applicable laws of Canada.

15. U.S. Incentive Stock Options:

(a) The Board of Directors or the Committee may grant, to U.S. Participants Options which for purposes of

such legislation qualify as incentive stock options (‘‘ISO’s’’). To the extent any such Option does not

qualify as an ISO, it shall constitute a non-qualified stock option under such legislation. Options issued as

ISO’s shall be subject to the terms and conditions set out in Schedule A hereto and to all other terms and

conditions of the Plan which are not inconsistent therewith. This section shall terminate on the

10th anniversary of the earlier of the date the first ISO is granted under the Plan and the date on which

this section is formally approved by the Board of Directors, without prejudice to any ISO granted prior to

and outstanding on that date.

(b) Compensation paid under the Plan to U.S. Participants is intended not to be subjected to U.S. federal

income tax under Section 409A of the Internal Revenue Code and the Plan shall be construed,

interpreted and administered in compliance with such intent. The Board of Directors or the Committee

is hereby authorized to amend the Plan or any award under the Plan to achieve this result.
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SCHEDULE A TO THE AMENDED AND RESTATED EMPLOYEES’ STOCK OPTION PLAN

Additional Terms and Conditions Applicable to U.S. Incentive Stock Options

1. Definitions:

(a) ‘‘Code’’ means the United States Internal Revenue Code of 1986, as from time to time amended, and

(b) ‘‘ISO’’ means an Option which qualifies as an incentive stock option under Section 422 of the Code.

2. Number of Shares: The maximum number of Shares which may be issued under ISO’s shall be 3,427,000

(as adjusted from time to time by the Board of Directors or the Committee in the event of any occurrence

contemplated by Section 8 of the Plan).

3. Grant of Options: No ISO may be granted to any Eligible Employee who owns or exercises control or

direction over, directly or indirectly, shares carrying more than 10% of the voting rights attached to all outstanding

shares of the Corporation or any Subsidiary.

The aggregate Fair Market Value (determined as of the date an ISO is granted) of the Shares with respect to which

any Eligible Employee may be granted ISO’s in any calendar year (under the Plan and all other plans of the

Corporation and its Subsidiaries) shall not exceed the equivalent of $100,000 U.S.

4. Terms of Options: To the extent required under applicable tax legislation, an ISO may not be exercised by

an Optionee while an ISO previously granted to the Optionee by the Corporation or any Subsidiary is outstanding,

and each Stock Option Agreement relating to an ISO shall so provide.
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BY-LAW NO. 1

A by-law relating generally to the transaction of the business and affairs of

LOBLAW COMPANIES LIMITED

CONTENTS

Section 1 — Interpretation

Section 2 — Business of the Corporation

Section 3 — Borrowing and Securities

Section 4 — Directors

Section 5 — Delegation

Section 6 — Officers

Section 7 — Protection of Directors, Officers and Others

Section 8 — Shares

Section 9 — Dividends and Rights

Section 10 — Meetings of Shareholders

Section 11 — Notices

Section 12 — Documents in Electronic Form

Section 13 — Effective Date

BE IT ENACTED as a by-law of the Corporation as follows:

SECTION 1

INTERPRETATION

1.1 Definitions — In the by-laws of the Corporation, unless the context otherwise requires, capitalized terms

used but not defined in this By-Law shall have the meanings attributed to them in the Act, except that:

‘‘Act’’ means the Canada Business Corporations Act, as amended, restated or in effect from time to time,

and any statute that may be substituted therefor;

‘‘appoint’’ includes ‘‘elect’’ and vice-versa;

‘‘articles’’ means the original or restated articles of incorporation, articles of amendment, articles of

amalgamation, articles of continuance, articles of reorganization, articles of arrangement, articles of

dissolution or articles of revival and includes any amendments thereto;

‘‘Board’’ means the board of directors of the Corporation;

‘‘by-laws’’ means this by-law and all other by-laws of the Corporation from time to time in force and effect;

‘‘Corporation’’ means Loblaw Companies Limited and its successors;

‘‘meeting of shareholders’’ includes an annual meeting of shareholders or a special meeting of shareholders;

‘‘special meeting of shareholders’’ includes a meeting of any class or classes of shareholders and a special

meeting of all shareholders entitled to vote at an annual meeting of shareholders;
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‘‘non-business day’’ means Saturday, Sunday and any other day that is a holiday as defined in the

Interpretation Act (Canada) and any statute that may be substituted therefor, as amended, restated or in

effect from time to time;

‘‘recorded address’’ means:

(a) in the case of a shareholder, that person’s address as recorded in the securities register;

(b) in the case of joint shareholders, the address appearing in the securities register in respect of such joint

holding or the first address so appearing if there are more than one; and

(c) in the case of a director, officer, auditor or member of a committee of the Board, that individual’s latest

address as recorded in the records of the Corporation;

‘‘Regulations’’ means the regulations made under the Act, as amended, restated or in effect from time

to time; and

‘‘signing officer’’ means, in relation to any instrument, any person authorized to sign the instrument on

behalf of the Corporation by Section 2.2 or by a resolution passed pursuant thereto.

1.2 Interpretation — Words in the singular include the plural and vice-versa, words in one gender include all

genders, and words importing persons include individuals, bodies corporate, partnerships, trusts and

unincorporated organizations.

SECTION 2

BUSINESS OF THE CORPORATION

2.1 Corporate Seal — The Corporation may have one or more different corporate seals which may be adopted

or changed from time to time by the Board, on which the name of the Corporation appears in the language or one

or more of the languages set out in the articles.

2.2 Execution of Instruments — Deeds, transfers, assignments, contracts, obligations, certificates and other

instruments may be signed on behalf of the Corporation by any two (2) of the directors or officers. In addition, the

Board may from time to time direct the manner in which and the person or persons by whom any particular

instrument or class of instruments may or shall be signed. Any signing officer may affix the corporate seal (if any)

to any instrument. Any signing officer may certify a copy of any instrument, resolution, by-law or other document

of the Corporation to be a true copy thereof.

2.3 Execution in Counterpart — Any articles, notice, resolution, requisition, statement or other document

required or permitted to be executed in several documents of like form each of which is executed by all persons

required or permitted, as the case may be, to do so, shall be deemed to constitute one document and to bear date as

of the date of execution thereof by the last person.

2.4 Banking Arrangements — The banking business of the Corporation including, without limitation, the

borrowing of money and the giving of security therefor, shall be transacted with such banks, trust companies or

other bodies corporate or organizations as may from time to time be designated by or under the authority of the

Board. Such banking business or any part thereof shall be transacted under such agreements, instructions and

delegations of powers as the Board may from time to time prescribe or authorize.
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2.5 Voting Rights in Other Bodies Corporate — The signing officers of the Corporation may execute and

deliver proxies and arrange for the issuance of voting certificates or other evidence of the right to exercise the

voting rights attaching to any securities held by the Corporation. Such instruments, certificates or other evidence

shall be in favour of such person or persons as may be determined by the officers executing such proxies or

arranging for the issuance of voting certificates or such other evidence of the right to exercise such voting rights. In

addition, the Board may from time to time direct the manner in which and the person or persons by whom any

particular voting rights or class of voting rights may or shall be exercised.

2.6 Withholding Information from Shareholders — Subject to the Act, no shareholder shall be entitled to

discovery of any information respecting any details or conduct of the Corporation’s business which, in the opinion

of the Board, it would be inexpedient or not in the interests of the shareholders or the Corporation to

communicate to the public. The Board may from time to time determine whether and to what extent and at what

time and place and under what conditions or regulations the accounts, records and documents of the Corporation

or any of them shall be open to the inspection of shareholders and no shareholder shall have any right of inspecting

any account, record or document of the Corporation except as conferred by the Act or authorized by the Board or

by resolution passed at a meeting of shareholders.

SECTION 3

BORROWING AND SECURITIES

3.1 Borrowing Power — Without limiting the borrowing powers of the Corporation as provided by the Act,

the Board may from time to time on behalf of the Corporation, without authorization of the shareholders:

(a) borrow money on the credit of the Corporation;

(b) issue, reissue, sell, pledge or hypothecate bonds, debentures, notes or other evidences of indebtedness

of the Corporation, whether secured or unsecured;

(c) give a guarantee on behalf of the Corporation to secure performance of any present or future

indebtedness, liability or obligation of any person; and

(d) mortgage, hypothecate, pledge or otherwise create a security interest in all or any currently owned or

subsequently acquired real or personal, movable or immovable, property of the Corporation including

book debts, rights, powers, franchises and undertakings, to secure any such bonds, debentures, notes

or other evidences of indebtedness or guarantee or any other present or future indebtedness, liability

or obligation of the Corporation.

The Board may from time to time delegate to one or more of the directors and officers of the Corporation as may

be designated by the Board all or any of the powers conferred on the Board in this Section 3.1 to the extent and in

the manner as the Board shall determine at the time of such delegation.

Nothing in this Section limits or restricts the borrowing of money by the Corporation on bills of exchange or

promissory notes made, drawn, accepted or endorsed by or on behalf of the Corporation.

3.2 Delegation — The Board may from time to time delegate to a committee of the Board, a director or an

officer of the Corporation or any other person as may be designated by the Board all or any of the powers
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conferred on the Board by Section 3.1 or by the Act to such extent and in such manner as the Board shall determine

at the time of each such delegation.

SECTION 4

DIRECTORS

4.1 Number of Directors and Quorum — The Board shall consist of the number of directors specified in the

articles, except that if the articles provide for a minimum and maximum number of directors, the Board shall

consist of the number of directors determined from time to time by the Board within such minimum and

maximum. At least two directors shall not be officers or employees of the Corporation or any of its affiliates. A

majority of the number of directors so specified or determined shall constitute a quorum at any meeting of

the Board.

4.2 Qualification — No person shall be qualified for election as a director:

(a) if the person is less than 18 years of age;

(b) if the person is of unsound mind and has been so found by a court in Canada or elsewhere;

(c) if the person is not an individual; or

(d) if the person has the status of a bankrupt.

At least 25% percent of the directors must be resident Canadians.

4.3 Election and Term — The election of directors shall take place at each annual meeting of shareholders. All

the directors then in office shall retire but, if qualified, shall be eligible for re-election. The election shall be by

resolution. If an election of directors is not held at the proper time, the incumbent directors shall continue in office

until their successors are elected.

4.4 Removal of Directors — The shareholders may by resolution passed at a special meeting remove any

director from office and the vacancy created by such removal may be filled at the same meeting failing which it

may be filled by the directors.

4.5 Vacation of Office — A director ceases to hold office when such director: (a) dies or resigns; (b) is removed

from office by the shareholders in accordance with the Act; or (c) ceases to be qualified for election as a director in

accordance with the Act. A resignation of a director becomes effective at the time a written resignation is received

by the Corporation or the time specified in such resignation, whichever is later.

4.6 Vacancies — Subject to the Act, a quorum of the Board may fill a vacancy in the Board, except a vacancy

resulting from an increase in the number or the minimum or maximum number of directors, or from a failure of

the shareholders to elect the number of directors required to be elected at any meeting of shareholders. In the

absence of a quorum of the Board, or if the vacancy has arisen from a failure of the shareholders to elect the

number of directors required to be elected at any meeting of shareholders, the Board shall forthwith call a special

meeting of shareholders to fill the vacancy. If the Board fails to call such meeting or if there are no directors then in

office, any shareholder may call the meeting.
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4.7 Action by the Board — The Board shall manage, or supervise the management of, the business and affairs

of the Corporation. Subject to Sections 4.9, the powers of the Board may be exercised by resolution passed at a

meeting at which a quorum is present or by resolution in writing signed by all the directors entitled to vote on that

resolution at a meeting of the Board. Where there is a vacancy in the Board, the remaining directors may exercise

all the powers of the Board so long as a quorum remains in office.

4.8 Residence — The Board shall not transact business at a meeting, other than filling a vacancy in the Board,

unless at least 25% of the directors present are resident Canadians, except where:

(a) a resident Canadian director who is unable to be present approves in writing or by telephonic,

electronic or other communications facilities, the business transacted at the meeting; and

(b) the required number of resident Canadians would have been present had that director been present at

the meeting.

4.9 Meeting by Communications Facility — A director may, in accordance with the Regulations, participate in

a meeting of the Board, or a committee of the Board, by means of a telephonic, electronic or other

communications facility that permits all participants to communicate adequately with each other during the

meeting. A director participating in such a meeting by such means is deemed to be present at the meeting.

4.10 Place of Meetings — Meetings of the Board may be held at any place in or outside Canada.

4.11 Calling of Meetings — Meetings of the Board shall be held from time to time at such time and at such place

as the Board, the Chairman of the Board, the Chief Executive Officer or any two directors may determine.

4.12 Notice of Meeting — Notice of the time and place of each meeting of the Board shall be given in the

manner provided in Section 11.1 to each director not less than 24 hours before the time when the meeting is to be

held. A notice of a meeting of directors need not specify the purpose of or the business to be transacted at the

meeting except where the Act requires such purpose or business to be specified, including any proposal to:

(a) submit to the shareholders any question or matter requiring approval of the shareholders;

(b) fill a vacancy among the directors or in the office of auditor or appoint additional directors;

(c) issue securities;

(d) issued shares of a series;

(e) declare dividends;

(f) purchase, redeem or otherwise acquire shares of the Corporation;

(g) pay a commission for the sale of shares;

(h) approve a management proxy circular;

(i) approve a take-over bid circular or directors’ circular;

(j) approve any annual financial statements; or

(k) adopt, amend or repeal by-laws.
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A director may in any manner waive notice of or otherwise consent to a meeting of the Board, and attendance of a

director at a meeting constitutes a waiver of notice, unless the director is attending for the express purposes of

objecting to the transaction of any business on the grounds that the meeting is not lawfully called.

4.13 First Meeting of New Board — Provided a quorum of directors is present, each newly elected Board may

without notice hold its first meeting immediately following the meeting of shareholders at which such Board

is elected.

4.14 Adjourned Meeting — Notice of an adjourned meeting of the Board is not required if the time and place of

the adjourned meeting is announced at the original meeting.

4.15 Regular Meetings — The Board may appoint a day or days in any month or months for regular meetings of

the Board at a place and hour to be named. A copy of any resolution of the Board fixing the place and time of such

regular meetings shall be sent to each director forthwith after being passed, but no other notice shall be required

for any such regular meeting except where the Act requires the purpose thereof or the business to be transacted

thereat to be specified.

4.16 Chairman — The chairman of any meeting of the Board shall be the first mentioned of such of the

following officers as have been appointed and who is a director and is present at the meeting: Chairman of the

Board, lead director or Chief Executive Officer. If no such person is present, the directors present shall choose one

of their number to be chairman.

4.17 Votes to Govern — At all meetings of the Board every question shall be decided by a majority of the votes

cast on the question of those directors entitled to vote. In case of an equality of votes the chairman of the meeting

shall not be entitled to a second or casting vote.

4.18 Conflict of Interest — A director or officer who is a party to, or who is a director or officer of or has a

material interest in any person who is a party to, a material contract or a material transaction or proposed material

contract or proposed material transaction, with the Corporation shall disclose the nature and extent of such

director’s or officer’s interest at the time and in the manner provided by the Act.

4.19 Remuneration and Expenses — The directors shall be paid such remuneration for their services as the

Board may from time to time determine. The directors shall also be entitled to be reimbursed for travelling and

other expenses properly incurred by them in attending meetings of the Board or any committee thereof. Nothing

herein contained shall preclude any director from serving the Corporation in any other capacity and receiving

remuneration therefor in that capacity.

SECTION 5

DELEGATION

5.1 Committees of the Board — The Board may appoint from among the directors one or more committees of

the Board and delegate to them any of the powers of the Board except those which, under the Act, a committee of

the Board has no authority to exercise.

5.2 Audit Committee — The Board shall appoint from among the directors an audit committee composed of

not fewer than three directors, a majority of whom are not officers or employees of the Corporation or any
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affiliate of the Corporation. The auditor of the Corporation or any member of the audit committee may call a

meeting of the committee.

5.3 Transaction of Business — Subject to Section 4.9, the powers of a committee of directors may be exercised

by a meeting at which a quorum is present or by resolution in writing signed by all the members of such committee

who would have been entitled to vote on that resolution at a meeting of the committee. Meetings of such

committee may be held at any place in or outside Canada.

5.4 Procedure — Unless otherwise determined by the Board, each committee shall have the power to fix its

quorum and to regulate its procedure.

SECTION 6

OFFICERS

6.1 General — The Board may from time to time appoint a Chairman of the Board, a Chief Executive Officer, a

President, one or more Executive Vice-Presidents, Senior Vice-Presidents, Vice-Presidents, a Corporate Secretary,

Chief Financial Officer and such other officers as the Board may determine, including one or more assistants to

any of the officers so appointed. Subject to Sections 6.2 and 6.3, an officer may but need not be a director and one

person may hold more than one office.

6.2 Chairman of the Board — The Chairman of the Board, if any, shall be appointed from among the directors

and shall, when present, be chairman of meetings of shareholders and the Board and shall have such other powers

and duties as the Board may determine.

6.3 Chief Executive Officer — Unless the Board otherwise determines, the Chief Executive Officer shall be

appointed from among the directors and shall have the general supervision of the business and affairs of the

Corporation and, in the absence of the Chairman of the Board, shall be chairman at meetings of shareholders and

the Board when present.

6.4 President — A President shall have such powers and duties as the Board or the Chief Executive Officer may

determine.

6.5 Executive Vice-President, Senior Vice-President, Vice-President — Each of an Executive Vice-President, a

Senior Vive-President and a Vice-President shall have such powers and duties as the Board or the Chief Executive

Officer may determine.

6.6 Corporate Secretary — The Corporate Secretary shall attend and be the secretary of all meetings of the

Board, shareholders and committees of the Board and shall enter or cause to be entered into records kept for that

purpose minutes of all proceedings thereat; shall give or cause to be given, as and when instructed, all notices to

shareholders, directors, officers, auditors and members of committees of the Board; shall be the custodian of the

corporate seal of the Corporation and of all books, papers, records, documents and instruments belonging to the

Corporation; and shall have such other powers and duties as the Board or the Chief Executive Officer may

determine.

6.7 Chief Financial Officer — The Chief Financial Officer shall keep proper books of account and accounting

records with respect to all financial and other transactions of the Corporation and shall be responsible for the

deposit of money, the safe-keeping of securities and the disbursement of the funds of the Corporation; shall render
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to the Board whenever required an account of all transactions as Chief Financial Officer and of the financial

position of the Corporation; and shall have such powers and duties as the Board or the Chief Executive Officer

may determine.

6.8 Other Officers — The powers and duties of all other officers shall be such as the Board or the Chief

Executive Officer may determine. Any of the powers and duties of an officer to whom an assistant has been

appointed may be exercised and performed by such assistant, unless the Board or the Chief Executive Officer

otherwise directs.

6.9 Variation of Powers and Duties — The Board may from time to time and subject to the Act, vary, add to or

limit the powers and duties of any officer.

6.10 Term of Office — The Board, in its discretion, may remove any officer of the Corporation without

prejudice to such officer’s rights under any employment contract. Otherwise each officer appointed by the Board

shall hold office until such officer’s successor is appointed, or until such officer’s earlier resignation.

6.11 Conflict of Interest — An officer shall disclose his or her interest in any material contract or material

transaction, whether entered into or proposed, in accordance with Section 4.18.

6.12 Agents and Attorneys — The Board shall have the power from time to time to appoint agents or attorneys

for the Corporation within or outside Canada with such powers (including the power to sub-delegate) of

management, administration or otherwise as the Board may specify.

SECTION 7

PROTECTION OF DIRECTORS, OFFICERS AND OTHERS

7.1 Indemnity — The Corporation shall indemnify a director or officer, a former director or officer or a person

who acts or acted at the Corporation’s request as a director or officer, or in a similar capacity of another entity, and

the heirs and legal representatives of such a person to the extent permitted by the Act.

7.2 Insurance — The Corporation may purchase and maintain insurance for the benefit of any person referred

to in Section 7.1 to the extent permitted by the Act.

SECTION 8

SHARES

8.1 Allotment — Subject to the Act and the articles, the Board may from time to time allot or grant options to

purchase the whole or any part of the authorized and unissued shares of the Corporation at such times and to such

persons and for such consideration as the Board shall determine, provided that no share shall be issued until it is

fully paid as provided by the Act.

8.2 Registration of Transfer — No transfer of shares shall be registered in a securities register except on

presentation of the certificate representing such shares with an endorsement which complies with the Act, together

with such reasonable assurance or evidence of signature, identification and authority to transfer as the Board may

from time to time prescribe, on payment of all applicable taxes and any fees prescribed by the Board, on
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compliance with such restrictions on transfer as are authorized by the articles and on satisfaction of any lien

referred to in Section 8.4.

8.3 Transfer Agents and Registrars — The Board may from time to time appoint a registrar to maintain the

securities register and a transfer agent to maintain the register of transfers and may also appoint one or more

branch registrars to maintain branch securities registers and one or more branch transfer agents to maintain branch

registers of transfers, but one person may be appointed both registrar and transfer agent. The Board may at any

time terminate any such appointment.

8.4 Lien for Indebtedness — If the articles provide that the Corporation shall have a lien on shares registered in

the name of a shareholder indebted to the Corporation, such lien may be enforced, subject to any other provision

of the articles, by the sale of the shares thereby affected or by any other action, suit, remedy or proceeding

authorized or permitted by law or by equity and, pending such enforcement, the Corporation may refuse to

register a transfer of the whole or any part of such shares.

8.5 Non-recognition of Trusts — Subject to the Act, the Corporation may treat the person in whose name a

share is registered in the securities register as the person exclusively entitled to vote, to receive notices, to receive

any dividend or other payments in respect of the share and otherwise to exercise all the rights and powers of

an owner.

8.6 Security Certificates — Every holder of one or more securities of the Corporation shall be entitled, at the

security holder’s option, to a security certificate, or to a non-transferable written acknowledgement of such

security holder’s right to obtain a security certificate, stating the number and class or series of securities held by

such security holder as shown on the securities register. Security certificates and acknowledgements of a security

holder’s right to a security certificate, respectively, shall be in such form as the Board shall from time to time

approve. Any security certificate shall be signed in accordance with Section 2.2 and need not be under the

corporate seal; provided that, unless the Board otherwise determines, certificates representing securities in respect

of which a transfer agent and/or registrar has been appointed shall not be valid unless countersigned by or on

behalf of such transfer agent and/or registrar. The signature of one of the signing officers or, in the case of security

certificates which are not valid unless countersigned by or on behalf of a transfer agent and/or registrar, the

signatures of both signing officers, may be printed or mechanically reproduced in facsimile on security certificates

and every such facsimile signature shall for all purposes be deemed to be the signature of the officer whose

signature it reproduces and shall be binding on the Corporation. A security certificate executed as aforesaid shall

be valid notwithstanding that one or both of the officers whose facsimile signature appears thereon no longer

holds office at the date of issue of the certificate.

8.7 Replacement of Security Certificates — The Board or any officer or agent designated by the Board may in

its or such person’s discretion direct the issue of a new security certificate in lieu of and on cancellation of a

security certificate that has been mutilated or in substitution for a security certificate claimed to have been lost,

destroyed or wrongfully taken on payment of such fee, not exceeding the amount prescribed by the Regulations,

and on such terms as to indemnity, reimbursement of expenses and evidence of loss and of title as the Board may

from time to time prescribe, whether generally or in any particular case.

8.8 Joint Security Holders — If two or more persons are registered as joint holders of any security, the

Corporation shall not be bound to issue more than one certificate in respect thereof, and delivery of such
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certificate to one of such persons shall be sufficient delivery to all of them. Any one of such persons may give

effectual receipts for the certificate issued in respect thereof or for any dividend, bonus, return of capital or other

money payable or warrant issuable in respect of such security.

8.9 Deceased Security Holders — In the event of the death of a holder, or of one of the joint holders, of any

security, the Corporation shall not be required to make any entry in the securities register in respect thereof or to

make payment of any dividends thereon except on production of all such documents as may be required by law

and on compliance with the reasonable requirements of the Corporation and its transfer agents.

SECTION 9

DIVIDENDS AND RIGHTS

9.1 Dividends — Subject to the Act, the Board may from time to time declare dividends payable to the

shareholders according to their respective rights and interests in the Corporation. Dividends may be paid in money

or property or by issuing fully paid shares of the Corporation.

9.2 Dividend Cheques — A dividend payable in money shall be paid by cheque drawn on the Corporation’s

bankers or one of them to the order of each registered holder of shares of the class or series in respect of which it

has been declared and mailed by prepaid ordinary mail to such registered holder at his or her recorded address,

unless such holder otherwise directs. In the case of joint holders the cheque shall, unless such joint holders

otherwise direct, be made payable to the order of all of such joint holders and mailed to them at their recorded

address. The mailing of such cheque as aforesaid, unless the same is not paid on due presentation, shall satisfy and

discharge the liability for the dividend to the extent of the sum represented thereby plus the amount of any tax

which the Corporation is required to and does withhold.

9.3 Non-receipt of Cheques — In the event of non-receipt of any dividend cheque by the person to whom it is

sent as aforesaid, the Corporation shall issue to such person a replacement cheque for a like amount on such terms

as to indemnity, reimbursement of expenses and evidence of non-receipt and of title as the Board may from time to

time prescribe, whether generally or in any particular case.

9.4 Record Date for Dividends and Rights — The Board may fix in advance a date, preceding by not more than

60 days, or such other period as may be prescribed by the Regulations, the date for the payment of any dividend or

the date for the issue of any warrant or other evidence of the right to subscribe for securities of the Corporation, as

a record date for the determination of the persons entitled to receive payment of such dividend or to exercise the

right to subscribe for such securities, provided that notice of any such record date shall be given, not less than

7 days before such record date, or such other period as may be prescribed by the Regulations in the manner

provided by the Act. Where no record date is fixed so, the record date for the determination of the persons entitled

to receive payment of any dividend or to exercise the right to subscribe for securities of the Corporation shall be at

the close of business on the day on which the resolution relating to such dividend or right to subscribe is passed by

the Board.

9.5 Unclaimed Dividends — Any dividend unclaimed after the expiry of the applicable limitation period shall

be forfeited and shall revert to the Corporation.
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SECTION 10

MEETINGS OF SHAREHOLDERS

10.1 Annual Meetings — The annual meeting of shareholders shall be held at such time in each year and, subject

to Section 10.3, at such place as the Board, may from time to time determine, for the purpose of considering the

financial statements and reports required by the Act to be placed before the annual meeting, electing directors,

appointing auditors and for the transaction of such other business as may properly be brought before the meeting.

10.2 Special Meetings — The Board, the Chairman of the Board, or the Chief Executive Officer shall have

power to call a special meeting of shareholders at any time.

10.3 Place of Meetings — Meetings of shareholders shall be held at the registered office of the Corporation or

elsewhere in the province in which the registered office is situate or, if the Board shall so determine, at some other

place in Canada or, at some place outside Canada if such place is specified in the articles or all the shareholders

entitled to vote at the meeting so agree.

10.4 Participation by Electronic Means — If the Corporation chooses to make available a telephonic, electronic

or other communication facility that permits all participants to communicate adequately with each other during a

meeting of shareholders, any person entitled to attend such meeting may participate in the meeting by means of

such telephonic, electronic or other communication facility in the manner provided by the Act and the

Regulations. A person participating in a meeting by such means is deemed to be present at the meeting.

Notwithstanding any other provision of this by-law, any person participating in a meeting of shareholders

pursuant to this Section who is entitled to vote at that meeting may vote, in accordance with the Act and the

Regulations, by means of any telephonic, electronic or other communication facility that the Corporation has

made available for that purpose.

10.5 Meeting Held by Electronic Means — Notwithstanding Section 10.3, if the directors or shareholders of the

Corporation call a meeting of shareholders pursuant to the Act, those directors or shareholders, as the case may be,

may determine that the meeting shall be held, in accordance with the Act and the Regulations, entirely by means of

a telephonic, electronic or other communication facility that permits all participants to communicate adequately

with each other during the meeting. Notwithstanding any other provision of this by-law, any person participating

in a meeting of the shareholders pursuant this Section who is entitled to vote at that meeting may vote, in

accordance with the Act and the Regulations, by means of any telephonic, electronic or other communication

facility that the Corporation has made available for that purpose.

10.6 Notice of Meetings — Notice of the time and place of each meeting of shareholders shall be given in the

manner provided in Section 11.1 not less than 21 nor more than 60 days before the date of the meeting, or within

such other period as may be provided by the Act or prescribed by the Regulations to each director, to the auditor

and to each shareholder who at the close of business on the record date for notice, is entered in the securities

register as the holder of one or more shares carrying the right to vote at the meeting. Notice of a meeting of

shareholders called for any purpose other than consideration of the financial statements and auditors report,

election of directors and reappointment of the incumbent auditors shall state the nature of such business in

sufficient detail to permit the shareholder to form a reasoned judgment thereon and shall state the text of any

special resolution to be submitted to the meeting.
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10.7 List of Shareholders Entitled to Notice — For every meeting of shareholders, the Corporation shall prepare

within the time specified by the Act a list of shareholders entitled to vote at the meeting, arranged in alphabetical

order and showing the number of shares which each such shareholder is entitled to vote at the meeting. If a record

date for voting is fixed pursuant to Section 10.9, the shareholders listed shall be those registered at the close of

business on such record date. If no record date for voting is so fixed, the shareholders listed shall be those

registered at the close of business on the record date for notice fixed pursuant to Section 10.8. If no record date for

voting is fixed pursuant to Section 10.9 and no record date for notice is fixed pursuant to Section 10.8, the

shareholders listed shall be those registered (a) at the close of business on the day immediately preceding the day

on which notice of the meeting is given, or (b) on the day on which the meeting is held where no such notice is

given. The list shall be available for examination by any shareholder during usual business hours at the registered

office of the Corporation or at the place where the central securities register is maintained and at the meeting for

which the list was prepared.

10.8 Record Date for Notice — The Board may fix in advance a date, preceding the date of any meeting of

shareholders by not less than 21 days and not more than 60 days, or such other period as may be prescribed by the

Regulations, as a record date for the determination of the shareholders entitled to notice of the meeting, and

notice of any such record date shall be given not less than 7 days before such record date, or such other period as

may be prescribed by the Regulations, by newspaper advertisement in the manner provided by the Act. If no record

date for notice is so fixed, the record date for the determination of the shareholders entitled to notice of the

meeting shall be (a) at the close of business on the day immediately preceding the day on which notice of the

meeting is given, or (b) on the day on which the meeting is held where no such notice is given.

10.9 Record Date for Voting — The Board may fix in advance a date, preceding the date of any meeting of

shareholders by not less than 21 days and not more than 60 days, or such other period as may be prescribed by the

Regulations, as a record date for the determination of the shareholders entitled to vote at the meeting, and notice

of any such record date shall be given not less than 7 days before such record date, or such other period as may be

prescribed by the Regulations, by newspaper advertisement in the manner provided by the Act. If no record date

for voting is so fixed, the record date for the determination of the shareholders entitled to vote at the meeting shall

be at the close of business on the record date for notice fixed pursuant to Section 10.8. If no record date for voting

is fixed pursuant to this Section and no record date for notice is fixed pursuant to Section 10.8, the record date for

the determination of the shareholders entitled to vote at the meeting shall be (a) at the close of business on the day

immediately preceding the day on which notice of the meeting is given, or (b) on the day on which the meeting is

held where no such notice is given.

10.10 Meetings without Notice — A meeting of shareholders may be held at any time and place permitted by the

Act without notice or on shorter notice than that provided for herein, and proceedings thereat shall not be

invalidated (a) if all the shareholders entitled to vote thereat are present in person or represented by proxy or if

those not present or represented by proxy, waive notice before or after the meeting or the time prescribed for the

notice thereof, in writing of such meeting being held, and (b) if the auditors and the directors are present or if those

not present, waive notice of or otherwise consent to such meeting being held. At such a meeting any business may

be transacted which the Corporation at a meeting of shareholders may transact. If the meeting is held at a place

outside Canada, shareholders not present or represented by proxy, but who have waived notice of such meeting,

shall also be deemed to have consented to the meeting being held at such place.
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10.11 Chairman, Secretary and Scrutineers — The chairman of any meeting of shareholders shall be the first

mentioned of such of the following officers as have been appointed and who is present at the meeting: Chairman

of the Board, Chief Executive Officer or President. If no such officer is present within 15 minutes from the time

fixed for holding the meeting, the persons present and entitled to vote shall choose one of their number to be

chairman. If the secretary of the Corporation is absent, the chairman shall appoint some person, who need not be a

shareholder, to act as secretary of the meeting. If desired, one or more scrutineers, who need not be shareholders,

may be appointed by a resolution or by the chairman with the consent of the meeting.

10.12 Persons Entitled to be Present — The only persons entitled to attend a meeting of shareholders shall be

those entitled to vote thereat, the directors and auditor of the Corporation and others who, although not entitled

to vote, are entitled or required under the Act or the articles or by-laws to be present at the meeting. Any other

person may be admitted only on the invitation of the chairman of the meeting or with the consent of the meeting.

10.13 Quorum — Subject to the Act, a quorum for the transaction of business at any meeting of shareholders shall

be one person present in person, being a shareholder entitled to vote thereat or a duly appointed representative or

proxyholder for an absent shareholder so entitled, and holding or representing in the aggregate not less than 30%

of the outstanding shares of the Corporation entitled to vote at the meeting. If a quorum is present at the opening

of any meeting of shareholders, the shareholders present or represented may proceed with the business of the

meeting notwithstanding that a quorum is not present throughout the meeting. If a quorum is not present at the

opening of any meeting of shareholders, the shareholders present or represented by proxy may adjourn the

meeting to a fixed time and place, but may not transact any other business. If a meeting of shareholders is

adjourned by one or more adjournments for an aggregate of less than 30 days it is not necessary to give notice of

the adjourned meeting other than by announcement at the time of an adjournment. If a meeting of shareholders is

adjourned by one or more adjournments for an aggregate of 30 days or more but not more than 90 days, notice of

the adjourned meeting shall be given as for an original meeting but the management of the Corporation shall not

be required to send a form of proxy in the form provided by the Act to each shareholder who is entitled to receive

notice of the meeting. Those shareholders present at any duly adjourned meeting shall constitute a quorum.

10.14 Right to Vote — Subject to the Act as to authorized representatives of any other body corporate or

association and restrictions on intermediary voting, for any meeting of shareholders every person who is named in

the list of shareholders entitled to vote prepared for purposes of such meeting shall be entitled to vote the shares

shown opposite such person’s name. For any meeting of shareholders where a list of shareholders entitled to vote

has not been prepared for purposes of such meeting, the names of the persons appearing in the securities register at

the close of business on the record date for voting as the holders of one or more shares carrying the right to vote at

such meeting, shall be deemed to be the list of shareholders entitled to vote for purposes of such meeting.

10.15 Proxies — Every shareholder entitled to vote at a meeting of shareholders may appoint a proxyholder, or

one or more alternate proxyholders, who need not be shareholders, to attend and act at the meeting in the manner

and to the extent authorized and with the authority conferred by the proxy. A proxy shall be in writing executed by

the shareholder or such shareholder’s attorney and shall conform with the Act. Every such shareholder which is a

body corporate or association may by resolution of its directors or governing body authorize an individual who

need not be a shareholder to represent it at a meeting of shareholders and such individual may exercise on the

shareholder’s behalf all the powers it could exercise if it were an individual shareholder. The authority of such an
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individual shall be established by depositing with the Corporation a certified copy of such resolution, or in such

other manner as may be satisfactory to the secretary of the Corporation or the chairman of the meeting.

10.16 Time for Deposit of Proxies — The Board may specify in a notice calling a meeting of shareholders a time,

preceding the time of such meeting by not more than 48 hours exclusive of non-business days, before which time

proxies to be used at such meeting must be deposited. A proxy shall be acted on only if, prior to the time so

specified, it shall have been deposited with the Corporation or an agent thereof specified in such notice or, if no

such time is specified in such notice, unless it has been received by the secretary of the Corporation or by the

chairman of the meeting or any adjournment thereof prior to the time of voting.

10.17 Joint Shareholders — If two or more persons hold shares jointly, one of them present in person or

represented by proxy at a meeting of shareholders may, in the absence of the other or others, vote the shares; but if

two or more of those persons are present in person or represented by proxy and vote, they shall vote as one on the

shares jointly held by them.

10.18 Votes to Govern — At any meeting of shareholders every question shall, unless otherwise required by the

articles or by-laws or by law, be determined by a majority of the votes cast on the question. In case of an equality of

votes either on a show of hands or on a ballot or on results of electronic voting, the chairman of the meeting shall

not be entitled to a second or casting vote.

10.19 Show of Hands — Any question at a meeting of shareholders shall be decided by a show of hands unless a

ballot thereon is required or demanded as hereinafter provided. On a show of hands every person who is present

and entitled to vote shall have one vote. Whenever a vote by show of hands shall have been taken on a question,

unless a ballot thereon is so required or demanded, a declaration by the chairman of the meeting that the vote on

the question has been carried or carried by a particular majority or not carried and an entry to that effect in the

minutes of the meeting shall be prima facie evidence of the fact without proof of the number or proportion of the

votes recorded in favour of or against any resolution or other proceeding in respect of the question, and the result

of the vote so taken shall be the decision of the shareholders on the question.

10.20 Ballots — On any question proposed for consideration at a meeting of shareholders, and whether or not a

show of hands has been taken thereon, the chairman may require a ballot of any person present and any

shareholder or proxyholder entitled to vote on such question at the meeting may demand a ballot. A ballot so

demanded shall be taken in such manner as the chairman shall direct. A demand for a ballot may be withdrawn at

any time prior to the taking of the ballot. If a ballot is taken each person present shall be entitled, in respect of the

shares which such person is entitled to vote at the meeting on the question, to that number of votes provided by the

Act or the articles, and the result of the ballot so taken shall be the decision of the shareholders on the question.

10.21 Electronic Voting — If the Corporation chooses to make available a telephonic, electronic or other

communication facility, in accordance with the Act and the Regulations, that permits shareholders to vote by

means of such facility then, notwithstanding any other provision of this by-law, any vote may be held, in

accordance with the Act and the Regulations, entirely by means of such facility.

10.22 Adjournment — If a meeting of shareholders is adjourned for less than 30 days, it shall not be necessary to

give notice of the adjourned meeting, other than by announcement at the earliest meeting that is adjourned. If a

meeting of shareholders is adjourned by one or more adjournments for an aggregate of 30 days or more, notice of

the adjourned meeting shall be given as for an original meeting.
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10.23 Resolution in Writing — A resolution in writing signed by all the shareholders entitled to vote on that

resolution at a meeting of shareholders is as valid as if it had been passed at a meeting of the shareholders unless a

written statement with respect to the subject matter of the resolution is submitted by a director or the auditors in

accordance with the Act.

SECTION 11

NOTICES

11.1 Method of Giving Notices — Any notice (which term includes any communication or document) to be

given (which term includes sent, delivered or served) pursuant to the Act, the Regulations, the articles, the by-laws

or otherwise to a shareholder, director, officer or member of a committee of the Board or to the auditors shall be

sufficiently given if delivered personally to the person to whom it is to be given or if delivered to such person’s

recorded address or if mailed to such person at such person’s recorded address by prepaid ordinary or air mail or if

sent to such person at his or her recorded address by facsimile or if provided in the form of an electronic document

in accordance with Section 12.1. A notice so delivered shall be deemed to have been given when it is delivered

personally or to the recorded address as aforesaid; a notice so mailed shall be deemed to have been given when

deposited in a post office or public letter box; and a notice so sent by any means of transmitted or recorded

communication shall be deemed to have been given when dispatched or delivered to the appropriate

communication company or agency or its representative for dispatch. The secretary may change or cause to be

changed the recorded address of any shareholder, director, officer, auditor or member of a committee of the Board

in accordance with any information believed by the secretary to be reliable.

11.2 Notice to Joint Shareholders — If two or more persons are registered as joint holders of any share, any

notice shall be addressed to all of such joint holders but notice to one of such persons shall be sufficient notice to all

of them.

11.3 Computation of Time — In computing the date when notice must be given under any provision requiring a

specified number of days notice of any meeting or other event, the date of giving the notice shall be excluded and

the date of the meeting or other event shall be included.

11.4 Undelivered Notices — If any notice given to a shareholder pursuant to Section 11.1 is returned on two

consecutive occasions because such shareholder cannot be found, the Corporation shall not be required to give any

further notices to such shareholder until such shareholder informs the Corporation in writing of his or her

new address.

11.5 Omissions and Errors — The accidental omission to give any notice to any shareholder, director, officer,

auditor or member of a committee of the Board or the non-receipt of any notice by any such person or any error in

any notice not affecting the substance thereof shall not invalidate any action taken at any meeting held pursuant to

such notice or otherwise founded thereon.

11.6 Persons Entitled by Death or Operation of Law — Every person who, by operation of law, transfer, death

of a shareholder or any other means whatsoever, shall become entitled to any share, shall be bound by every notice

in respect of such share which shall have been duly given to the shareholder from whom such person derives title

to such share prior to such person’s name and address being entered on the securities register (whether such notice
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was given before or after the happening of the event on which such person became so entitled) and prior to such

person furnishing to the Corporation the proof of authority or evidence of entitlement provided by the Act.

11.7 Waiver of Notice — Any shareholder, (or such shareholder’s duly appointed proxyholder), director,

officer, auditors or member of a committee of the Board may at any time waive any notice, or waive or abridge the

time for any notice, required to be given to such person under the Act, the Regulations, the articles, the by-laws or

otherwise and such waiver or abridgement, whether given before or after the meeting or other event of which

notice is required to be given, shall cure any default in the giving or in the time of such notice, as the case may be.

Any such waiver or abridgement shall be in writing except a waiver of notice of a meeting of shareholders or of the

Board or of a committee of the Board which may be given in any manner.

SECTION 12

DOCUMENTS IN ELECTRONIC FORM

12.1 Documents in Electronic Form — Subject to any additional conditions set out in Section 12.2 of this by-law,

a requirement under the Act, the Regulations or this by-law to provide a person with a notice, document or other

information may be satisfied by the provision of an electronic document, provided that:

(a) the addressee has consented, in the manner prescribed by the Regulations, if any, and has designated an

information system for the receipt of electronic documents;

(b) the electronic document is provided to the designated information system, unless otherwise prescribed

by the Regulations; and

(c) any other requirements of the Regulations have been complied with.

An addressee may revoke the consent referred to in Section 12.1(a). Nothing in this Section 12 shall require a

person to create or otherwise provide an electronic document. Except where a notice, document or other

information must be sent to a specific place (such as a registered address), an electronic document need not be sent

to the designated information system if: (a) the document is posted on or made available through a generally

accessible electronic source, such as a website; and (b) the addressee is provided with notice in writing of the

availability and location of that electronic document. An electronic document shall be considered to have been

received when it enters the information system designated by the addressee or if the document is posted on or

made available through a generally accessible electronic source, when it is accessed by the addressee.

12.2 Where Documents to be Created in Writing — Where the Act or Regulations expressly require that a

notice, document or other information be created in writing, such requirement shall be satisfied by the creation of

an electronic document provided that, in addition to the conditions set out in Section 12.1:

(a) the information in the electronic document is accessible so as to be usable for subsequent

reference; and

(b) any other requirements of the Regulations have been complied with.
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12.3 Where Documents to be Provided in Writing — Where the Act or Regulations expressly require that a

notice, document or other information be provided in writing, such requirement shall be satisfied by the provision

of an electronic document provided that, in addition to the conditions set out in Section 12.1:

(a) the information in the electronic document is accessible by the addressee and capable of being retained

by the addressee, so as to be usable for subsequent reference; and

(b) any other requirement of the Regulations have been complied with.

SECTION 13

EFFECTIVE DATE

13.1 Effective Date — This by-law shall be effective as of March 5, 2007.

13.2 Repeal — The previous by-law no. 1 of the Corporation is repealed as of the coming into force of this by-

law provided that such repeal shall not affect the previous operation of the by-law so repealed or affect the validity

of any act done or right, privilege, obligation or liability acquired or incurred under or the validity of any contract

or agreement made pursuant to any such by-law prior to its repeal. All officers and persons acting under the by-law

so repealed shall continue to act as if appointed under the provisions of this by-law and all resolutions of the Board

or the shareholders with continuing effect passed under the by-law so repealed shall continue to be valid except to

the extent inconsistent with this by-law and until amended or repealed.
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SHAREHOLDER PROPOSAL

The following Shareholder Proposal has been submitted for consideration at the Meeting by the Ethical Funds

Corporation, 800-1111 West Georgia Street, Vancouver, British Columbia V6E 4T6. The proposal and statement

of support are set out in italics.

Sustainability Reporting

Whereas:

Loblaw Companies Limited currently provides one page in the 2005 Annual Report addressing corporate
responsibility, the environment, health, and food safety. However, there is growing investor demand for
comprehensive reporting on environmental, social, and governance (ESG) performance. According to Stratos, an
Ottawa-based consultancy, sustainability reporting is becoming mainstream among Canada’s largest companies
with 70% of TSX companies disclosing sustainability information in 2005 up from 35% in 2002. (Gaining
Momentum, CSR Reporting in Canada, Stratos 2005)

This demand will continue as the link is strengthened between long-term value creation and sustainability
performance. A recent report from the United Nations Environment Program’s Financial Initiative found ‘‘there is
robust evidence that ESG issues affect shareholder value in both the short and long term’’. (Show Me the Money:
Linking Environmental, Social, and Governance Issues to Company Value, UNEP FI 2006)

Leading companies that produce sustainability reports believe that sustainability strategies, performance, and
reporting can deliver value and competitive benefits. (Tomorrow’s Value: The Global Reporters 2006 Survey of
Corporate Sustainability Reporting, Sustainability 2006) And Stratos concludes in their 2005 survey, ‘‘Targeting
(sustainability performance) information at investors can demonstrate that the company is forward looking and has
quality management in place to address its current and future challenges.’’

Retailers have a substantial environmental and social footprint arising from business activities including land use,
energy use, packaging, and labour and community relations among other issues. Loblaw competitors offer some
disclosure on these impacts arising from their business activities. Wal-Mart currently produces a vendor standards
report and disclosure on employee diversity and the company’s environmental policy and practices. Wal-Mart will
produce a stand-alone sustainability report by April 2007.

According to Stratos, 35% of Canadian companies that produce sustainability reports indicate they use the Global
Reporting Initiative (GRI) Sustainability Guidelines. GRI is a multi-stakeholder initiative which has established a
comparable set of reporting indicators on corporate environmental, social, and governance performance similar to
existing standardized financial reporting. The GRI Sustainability Guidelines offer the most comprehensive and
universal set of ESG reporting indicators available globally and almost 900 organizations are registered users of
the framework.

The GRI has just released the third iteration of the Sustainability Guidelines developed through consultation with
hundreds of stakeholders globally, including business, investors, and nongovernmental organizations. The
Sustainability Guidelines provide companies with (1) a set of reporting principles essential to producing a balanced
and reasonable report and (2) guidance for report content, including the company’s strategy, governance structure
and management systems, and performance against core indicators in six categories (direct economic impacts,
environmental, labour practices and decent work conditions, human rights, society, and product responsibility).

SCHEDULE D
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SHAREHOLDER PROPOSAL (continued)

The Sustainability Guidelines are flexible across all types and sizes of reporting organizations and allow for
incremental reporting. See http://www.globalreporting.org.

Be it resolved that: Shareholders request that the Company commit to publication in 2008 of a corporate
responsibility or ‘sustainability’ report on 2006 performance guided by the Sustainability Guidelines established by
the Global Reporting Initiative.

THE BOARD OF DIRECTORS OF THE CORPORATION RECOMMENDS A VOTE ‘‘AGAINST’’ THIS

PROPOSAL FOR THE FOLLOWING REASONS:

The issue of corporate responsibility or sustainability has been addressed by the Corporation in its Annual

Reports, both in 2006 and 2005, and is an issue that the Corporation will continue to address going forward. The

Corporation intends to make available in 2008 a Corporate Responsibility Report, either as a stand-alone

document or as part of another report. This report will be of the Corporation’s own design and not necessarily

based on the Global Reporting Initiative 3 (‘‘GRI3’’) Guidelines. While the GRI3 Guidelines present a useful

framework for corporate responsibility reporting, the Corporation has chosen not to limit itself to one approach.

The Corporation will continue to explore various methods of non-financial reporting in order to arrive at a form

of report best suited to the nature of its business and the needs of its stakeholders. Accordingly, as the Corporation

believes that it will have substantially fulfilled the proponent’s request for a corporate responsibility report in

2008, though in a form of its own design tailored to its business, the Board recommends shareholders vote against

the shareholder proposal.

Comments:

The Board of Directors is well aware of and recognizes the growing investor demand for comprehensive reporting

on environmental, social, and governance (ESG) performance, as referred to in the proposal. As was done in the

2005 Annual Report, the Corporation has highlighted in the 2006 Annual Report Loblaw’s commitment to

responsible corporate citizenship. The Report discusses actions and initiatives demonstrating Loblaw’s

commitment to corporate responsibility as well as how Loblaw and its employees contribute to and support the

communities they serve.

The Corporation has had in place for many years an Environment Policy to address its ‘environmental footprint’ as

referred to in the proposal. Loblaw’s commitment to respect the environment in a sustainable way is demonstrated

through its efforts in such areas as environmental awareness management, energy efficiency and waste

management programs involving source reduction, diversion and appropriate disposal. In support of its

environmental commitments, Loblaw has a senior officer dedicated to environmental issues.

Loblaw requires all employees to adhere to its Code of Business Conduct, available on its website, which addresses

Loblaw’s expectations regarding human rights, Loblaw’s commitment to being a socially and environmentally

responsible company, and the health and well-being of employees and customers as a priority.

Loblaw also has a Supplier Code of Conduct (available on its website) to which all Loblaw vendors are expected to

adhere. The Code addresses Loblaw’s environmental commitment, labour and employment practices, food and

product safety, and other issues.
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The Corporation has also been a leader in developing new and alternative products to satisfy consumer’s

environmental or health preferences. Loblaw’s President’s Choice GREEN program, initially launched in 1988, is

being re-launched this spring with exciting new additions addressing current environmental best practices. The

Corporation’s President’s Choice Organics program, launched in 2001, is the largest third party certified organic

line of products in Canada with over 300 available products. Loblaw’s continued focus on healthy and nutritious

food products is evident through its ever-expanding product offerings under the President’s Choice Mini Chefs and

President’s Choice Blue Menu programs.

Loblaw is committed to active participation in the communities it serves. Together with its employees, Loblaw

supports and contributes to local organizations through numerous charitable fundraising activities. Through the

President’s Choice Children’s Charity, $9.4 million was raised in 2006, which will go toward helping more than

765 families across Canada with children who are physically or developmentally challenged. Additionally, Loblaw

is associated with the W. Garfield Weston Foundation, a private charitable foundation that directs grants to specific

organizations primarily within the fields of education and the environment.

With respect to the expense of preparing a report using the GRI3 Guidelines, the Corporation’s view in that those

Guidelines are voluminous and complex and this, costly to implement. The Corporation’s intention is to provide a

report that it believes will demonstrate to shareholders that the company is forward-looking and has management

in place to address sustainability strategies, without expending the substantial time, human resources and funds

that would be required to conform its report to the GRI3 Guidelines.

The Corporation and management will continue to assess and evaluate shareholder demand for sustainability

reporting as the link between long-term value creation and sustainability performance grows ever stronger, and

will continue to report to its shareholders on its corporate responsibility on a regular basis, whether through its

Annual Report or other disclosure documents or by means of a new, stand-alone report.

As a result, given that the Corporation’s current and past practices are consistent with the intent and spirit of the

proposal, the Board believes that a report in the format set out in the GRI3 Guidelines is not necessary and

therefore unanimously recommends voting Against the shareholder proposal.


