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Management’s Discussion and Analysis

The following Management'’s Discussion and Analysis (“MD&A”) for Loblaw Companies Limited and its subsidiaries
(collectively, the “Company” or “Loblaw”) should be read in conjunction with the audited annual consolidated
financial statements and the accompanying notes for the year ended January 3, 2026 (“consolidated financial
statements”) included within the 2025 Annual Report.

The Company’s consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards as issued by the International Accounting Standards Board (“IFRS Accounting Standards” or
“GAAP”) and include the accounts of the Company and other entities that the Company controls and are reported
in Canadian dollars, except when otherwise noted.

In the third quarter of 2025, the Company completed a four-for-one stock split of its outstanding common shares.
The stock split was implemented by way of a stock dividend, with shareholders receiving three additional common
shares for each common share held. The stock split was effective at the close of business on August 18, 2025, for
shareholders of record as of the close of business on August 14, 2025. All share, equity award and per share
amounts presented herein have been retrospectively adjusted to reflect the stock split. For additional information,
see note 22 "Share Capital” of the Company’s consolidated financial statements.

On December 3, 2025, the Company entered into a definitive agreement (the “Transaction Agreement”) with EQB
Inc. (“EQB”) pursuant to which EQB will acquire President's Choice Bank ("PC Bank"), PC Financial Insurance
Agency Inc., PC Financial Insurance Broker Inc. and certain other affiliated entities of PC Bank (collectively, "PC
Financial") (the “Sale of PC Financial”). EQB will acquire PC Financial for consideration satisfied through a
combination of EQB shares and cash, subject to adjustment pursuant to the terms of the Transaction Agreement.
Closing is expected to occur within calendar 2026, subject to customary closing conditions and regulatory
approvals.

As at January 3, 2026, the assets and liabilities of PC Financial have been classified as held for sale and

PC Financial’s results, net of intersegment eliminations, have been presented separately as discontinued
operations in the Company’s current and comparative results. Unless otherwise indicated, all financial information
represents the Company’s results from continuing operations (Retail).

Management uses non-GAAP and other financial measures to exclude the impact of certain expenses and income
that must be recognized under GAAP when analyzing consolidated and underlying operating performance, as the
excluded items are not necessarily reflective of the Company’s underlying operating performance and make
comparisons of underlying financial performance between periods difficult. The Company adjusts for these items if
it believes doing so would result in a more effective analysis of underlying operating performance. The exclusion of
certain items does not imply that they are non-recurring. See Section 16 “Non-GAAP and Other Financial
Measures”, of this MD&A for more information on the Company’s non-GAAP and other financial measures.

The information in this MD&A is current to February 24, 2026, unless otherwise noted. A glossary of terms can be
found at the end of the 2025 Annual Report.

Unless otherwise indicated, all comparisons of results for the fourth quarter of 2025 (13 weeks ended January 3,
2026) are against results for the fourth quarter of 2024 (12 weeks ended December 28, 2024) and all comparisons
of results for the full-year of 2025 (53 weeks ended January 3, 2026) are against the results for the full-year of
2024 (52 weeks ended December 28, 2024).
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1. Forward-Looking Statements

The Annual Report, including the MD&A, contains forward-looking statements about the Company’s objectives,
plans, goals, aspirations, strategies, financial condition, results of operations, cash flows, performance, prospects,
opportunities and legal and regulatory matters. Specific forward-looking statements in this Annual Report include,
but are not limited to, statements with respect to the Company’s anticipated future results, events and plans,
strategic initiatives and restructuring, regulatory changes including further healthcare reform, future liquidity,
planned capital investments, and the status and impact of information technology (“IT”) systems implementations.
These specific forward-looking statements are contained throughout this Annual Report including, without
limitation, Section 3 “Strategic Framework”, Section 5.1 “Business Developments”, Section 5.2 “Consolidated
Results of Operations”, Section 6 “Liquidity and Capital Resources”, Section 8 “Quarterly Results of Operations”,
Section 11 “Enterprise Risks and Risk Management”, Section 13 “Critical Accounting Estimates and Judgments”,
Section 14 “Accounting Standards”, Section 15 “Strategic Update and Outlook” and Section 16 “Non-GAAP and
Other Financial Measures”. Forward-looking statements are typically identified by words such as “expect”,
“anticipate”, “believe”, “foresee”, “could”, “estimate”, “goa intend”, “plan”, “seek”, “strive”, “wil may”, “should”
and similar expressions, as they relate to the Company and its management.

Iu “ |n “
) ’

Forward-looking statements reflect the Company’s estimates, beliefs and assumptions, which are based on
management’s perception of historical trends, current conditions and expected future developments, as well as
other factors it believes are appropriate in the circumstances. The Company’s estimates, beliefs and assumptions
are inherently subject to significant business, economic, competitive and other uncertainties and contingencies
regarding future events and, as such, are subject to change. The Company can give no assurance that such
estimates, beliefs and assumptions will prove to be correct.

Numerous risks and uncertainties could cause the Company’s actual results to differ materially from those
expressed, implied or projected in the forward-looking statements, including those described in the Company’s
MD&A in the 2025 Annual Report, and the Company’s Annual Information Form (“AlF”) for the year ended January
3, 2026. Such risks and uncertainties include:

e changes in economic conditions, including inflation, impact of tariffs, price increases from suppliers, levels of
employment, costs of borrowing, household debt, political uncertainty and government regulation, the impact
of natural disasters, war or acts of terrorism, pandemics, changes in interest rates, tax rates, or exchange rates,
and access to consumer credit;

¢ inability of the Company’s IT infrastructure to support the requirements of the Company’s business, or the
occurrence of any internal or external security breaches, denial of service attacks, viruses, worms and other
known or unknown cybersecurity or data breaches;

e failure to realize benefits from investments in the Company’s new IT systems and related processes, including
automation;

e changes to the regulation of generic prescription drug prices, the reduction of reimbursements under public
drug benefit plans and the elimination or reduction of professional allowances paid by drug manufacturers;

e failure to maintain an effective supply chain and consequently an appropriate assortment of available product
at the store and digital retail level,

e failure to realize the anticipated benefits associated with the Company’s strategic priorities and major
initiatives, including revenue growth, anticipated cost savings and operating efficiencies, or organizational
changes that may impact the relationships with franchisees and pharmacist owners of corporations licensed to
operate retail drug stores at specific locations using the Company’s trademarks (“Associates”);

e failure to attract and retain colleagues may impact the Company’s ability to effectively operate and achieve
financial performance goals;

e failure to execute the Company’s e-commerce initiatives or to adapt its business model to shifts in the retail
landscape caused by digital advances;

e inability of the Company to manage inventory to minimize the impact of obsolete or excess inventory or control
shrink;

e changes to any of the laws, rules, regulations or policies applicable to the Company’s business;

e failure to effectively manage product liability, intellectual property, and related regulatory risks associated with
alternative sourcing and procurement of generic prescription drug products;
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Management’s Discussion and Analysis

e public health events including those related to food and drug safety;
* errors made through medication dispensing or errors related to patient services or consultation;

e failure to effectively respond to consumer trends or heightened competition, whether from current competitors
or new entrants to the marketplace;

e failure to achieve desired results in labour negotiations, including the terms of future collective bargaining
agreements;

e failure to adapt to environmental and social risks, including failure to execute against the Company’s climate
change and social equity initiatives;

e adverse outcomes of legal and regulatory proceedings and related matters; and

e reliance on the performance and retention of third party service providers, including those associated with the
Company’s supply chain and apparel business and located in both advanced and developing markets.

This is not an exhaustive list of the factors that may affect the Company’s forward-looking statements. Other risks
and uncertainties not presently known to the Company or that the Company presently believes are not material
could also cause actual results or events to differ materially from those expressed in its forward-looking statements.
Additional risks and uncertainties are discussed in the Company’s materials filed with the Canadian securities
regulatory authorities (“securities regulators”) from time to time, including, without limitation, the section entitled
"Risks" in the Company's AIF for the year ended January 3, 2026. Readers are cautioned not to place undue
reliance on these forward-looking statements, which reflect the Company’s expectations only as of the date of this
MDG&A. Except as required by law, the Company does not undertake to update or revise any forward-looking
statements, whether as a result of new information, future events or otherwise.
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2. Overview

Loblaw Companies Limited is a Canadian public company incorporated in 1956 and is Canada's food and pharmacy
leader, and the nation's largest retailer. The Company’s continuing retail operations are comprised of several
operating segments and now represent the only reportable segment due to the similar nature of the products and
services offered. All material operations are carried out in Canada. The segment consists primarily of corporate
and franchise-owned retail food and Associate-owned drug stores and e-commerce platforms, and includes in-
store pharmacies, healthcare services, other health and beauty products, apparel, other general merchandise,
wireless products and services, logistics services, retail media and the PC Optimum™ loyalty program. The
Company also provides credit card and everyday banking services and insurance brokerage services through its
PC Financial business. PC Financial’s results, net of intersegment eliminations, have been presented separately as
discontinued operations in the Company’s current and comparative results (see Section 5.1 “Business
Developments” for details regarding the sale of PC Financial).

The businesses are underpinned by the PC Optimum loyalty program, a customer loyalty program that provides
more than a billion dollars in annual rewards and is unique to each consumer across their network-wide purchases.

3. Strategic Framework

Loblaw is driven by its purpose to help Canadians Live Life Well® which guides the Company's strategic framework.
This framework centres around Loblaw’s three strategic pillars of Delivering Retail Excellence, Driving Growth, and
Investing for the Future, while embedding Environmental, Social and Governance (“ESG”) initiatives in everything
Loblaw does. Underpinning these strategic pillars is a sharp focus on leveraging data driven insights and process
efficiency excellence to deliver strong financial performance. The framework is supported by colleagues with a
shared set of CORE values and culture principles that encourages colleagues to be authentic, build trust, and make
connections.

The Company strives to be the "best in food, health and beauty" and with its focus on retail excellence, it is
constantly improving its retail operations to differentiate its customer offerings, to lower cost to serve and to deliver
scale through its national logistics infrastructure. Retail operations benefit from more than one billion customer
touchpoints annually and deliver a unique customer experience driven by industry leading control brands, healthy
alternatives, and a choice of in-store shopping, pick-up and delivery. The approach to being “best in food” is driven
by fresh food selection, competitive value, and customized assortments across banners. The approach to being
“best in health and beauty” is supported by high quality health and wellness products, an expanding offer of
healthcare services, and a diverse and differentiated beauty offering.

Building for the future, its purpose guides its investments in strategic growth initiatives to further differentiate its
portfolio of assets, generate competitive advantages in products, services and price, improve its operational
efficiencies, and create new areas of growth to service the changing needs of Canadians and to personalize their
experiences.

Loblaw's purpose-led approach to addressing ESG issues focuses on two priorities: fighting climate change( and
advancing social equity. Fighting climate change for Loblaw means working to help mitigate the environmental
causes and effects of climate change through measures such as: reducing CO,e emissions, reaching the
Company’s net-zero targets, ensuring packaging compliance influenced by the Golden Design Rules (“GDRs”) as
defined by the Consumer Goods Forum (“CGF”), and eliminating food waste. Advancing social equity means
building a diverse and inclusive workforce and supporting the health and well-being of women and children. ESG
considerations are central to decisions made across the Company.

By integrating consideration of environmental and social risks and good governance practices in its day-to-day
business activities, implementing robust compliance and ethics programs and supporting its colleagues and the
communities in which it operates, the Company aims to be a leading contributor to Canadian society both today
and for generations to come.

Together, each of these components forms a part of the strategic framework that guides the Company’s direction
now and into the future.

(i) Plan development and processes utilized to measure progress against the Company’s targets leverage and are in accordance with
internationally recognized methodology including as set out in the Paris Agreement, which aims to limit global temperature rise to
1.5 degrees Celsius.
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4. Key Financial Performance Indicators("

As a result of the announcement of the sale of PC Financial, the results of PC Financial, net of intersegment
eliminations, are presented separately as discontinued operations in the Company’s current and comparative
results. Unless otherwise indicated, all financial information represents the Company’s results from continuing

operations (Retail).

The Company has identified key financial performance indicators to measure the progress of short and long term

objectives. Certain key financial performance indicators are set out below:

As at or for the years ended January 3, 2026 and December 28, 2024 2025 2024
(millions of Canadian dollars except where otherwise indicated) (53 weeks) (52 weeks)
Revenue growth 6.3 % 25 %
Gross profit? 20,032 18,835
Gross profit %@ 313 % 313 %
Operating income $ 4,424 $ 3,474
Adjusted EBITDA® 7,156 6,673
Adjusted EBITDA margin® 1.2 % 1.1%
Net earnings $ 2,738 $ 2,275
Continuing operations 2,602 2,060
Discontinued operations 136 215
Net earnings available to common shareholders of the Company! 2,667 2,155
Continuing operations 2,531 1,940
Discontinued operations 136 215
Adjusted net earnings available to common shareholders of the Company?? 2,913 2,637
Continuing operations 2,777 2,524
Discontinued operations 136 13
Diluted net earnings per common share ($) $ 2.22 $ 1.75
Continuing operations 21 1.58
Discontinued operations 0.1 0.17
Adjusted diluted net earnings per common share®® ($) $ 243 $ 2.14
Continuing operations 2.32 2.05
Discontinued operations 0.11 0.09
Cash and cash equivalents and short term investments(i $ 2,095 $ 2,110
Cash flows from operating activities®™ 6,264 5,802
Capital investments(ii 2,062 2,200
Free cash flow@™ 2,049 1,671
Financial Measures
Debt to Adjusted EBITDAR 23 x 2.4 x
Adjusted return on equity® 26.3 % 23.6 %
Adjusted return on capital® 12.4 % 1.8 %
Operating Statistics
Food retail same-store sales growth® 23 % 1.5 %
Drug retail same-store sales growth® 39% 24 %
Total retail square footage (in millions) 73.3 72.0
Total number of stores 2,504 2,492

(i) Net earnings available to common shareholders of the Company are net earnings attributable to shareholders of the Company net of

dividends declared on the Company’s Second Preferred Shares, Series B and the impact of the redemption of these shares.

(i) Capital investments are the sum of fixed asset purchases and intangible asset additions as presented in the Company’s Consolidated
Statements of Cash Flows, and prepayments transferred to fixed assets in the year. There were no prepayments transferred to fixed assets

for the years ended January 3, 2026 and December 28, 2024.

(iii) Cash and cash equivalents and short term investments includes amounts classified as held for sale. See note 5 “Assets Held for Sale and

Discontinued Operations” of the Company’s consolidated financial statements.

(iv) These cash flow metrics are presented on a total Company basis, inclusive of continuing and discontinued operations.
(v) The change in the total number of stores includes the sale of 48 stores in the first quarter of 2025, including 42 locations related to the sale

of Wellwise by Shoppers. See the “Capital Investments and Store Activity” section within Section 6.1 “Cash Flows” for details.
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5. Overall Financial Performance
5.1 Business Developments

Sale of PC Financial On December 3, 2025, Loblaw Companies Limited entered into a definitive agreement (the
“Transaction Agreement”) with EQB Inc. (“EQB”) pursuant to which EQB will acquire PC Bank, PC® Financial
Insurance Agency Inc., PC® Financial Insurance Broker Inc. and certain other affiliated entities of PC Bank
(collectively, "PC Financial") (the “Sale of PC Financial”). EQB will acquire PC Financial for consideration satisfied
through a combination of EQB shares and cash, subject to adjustment pursuant to the terms of the Transaction
Agreement. Closing is expected to occur within calendar 2026, subject to customary closing conditions and
regulatory approvals.

As at January 3, 2026, the assets and liabilities of PC Financial have been classified as held for sale and

PC Financial’s results, net of intersegment eliminations, have been presented separately as discontinued
operations in the Company’s current and comparative results. Unless otherwise indicated, all financial information
represents the Company’s results from continuing operations (Retail).

In connection with the closing of the Sale of PC Financial, EQB will enter into a long-term strategic relationship with
Loblaw pursuant to a commercial agreement to become the exclusive financial partner of the PC Optimum™ loyalty
program. Additionally, in connection with the closing of the Sale of PC Financial, EQB and Loblaw will enter into an
investor rights agreement pursuant to which Loblaw will have Board of Directors (“Board”) nomination rights,
registration rights and pre-emptive rights, and will be subject to a four-year lock-up and a standstill restricting
Loblaw and its affiliates from acquiring common shares of EQB if it would bring Loblaw's ownership above 25% of
the issued and outstanding EQB common shares.

In the fourth quarter of 2025, the Company recorded transaction and other related costs of $10 million in
connection with the Sale of PC Financial. The Company also recorded a deferred tax expense of $107 million on
temporary differences in respect of the Company’s investment in PC Financial that are expected to reverse in the
foreseeable future.

Wind-down of Theodore & Pringle® optical business In the third quarter of 2025, the Company entered into an
agreement with Specsavers Canada Inc. (“Specsavers”) to open Specsavers locations in select Loblaw grocery
stores nationwide, resulting in the wind-down of the Theodore & Pringle optical business operations. Accordingly,
the Company recorded charges of $30 million in selling, general and administrative expenses (“SG&A”), primarily
related to the write-down of optical equipment, labour and other closure costs.

Sale of Wellwise by Shoppers (“Wellwise”) In the fourth quarter of 2024, the Company entered into an agreement
with a third party to sell all of the shares of its Wellwise business, including 42 Wellwise locations, for cash
proceeds and recorded a net fair value write-down of $23 million in SG&A. The transaction closed in the first
quarter of 2025 and the Company recorded a gain of $5 million in SG&A.
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Management’s Discussion and Analysis

5.2 Consolidated Results of Operations

Unless otherwise indicated, all financial information represents the Company’s results from continuing operations

(Retail).

The following is a summary of selected consolidated financial information for 2025:

As at or for the years ended January 3, 2026 and December 28, 2024 2025 2024
(millions of Canadian dollars except where otherwise indicated) (53 weeks) (52 weeks) $ Change % Change
Revenue $ 63,903 $ 60,23 $ 3,780 6.3%
Operating income 4,424 3,474 950 273 %
Gross profit® 20,032 18,835 1,197 6.4 %
Gross profit %@ 313 % 313%
Adjusted EBITDA® 7,156 6,673 483 7.2%
Adjusted EBITDA margin®@ 1.2% 1.1%
Depreciation and amortization $ 2,692 $ 2918 $ (226) (7.7)%
Net interest expense and other financing charges 742 683 59 8.6 %
Adjusted net interest expense and other financing charges® 742 683 59 8.6 %
Income taxes 1,080 731 349 47.7 %
Adjusted income taxes® 1,023 927 96 10.4 %
Effective tax rate 29.3 % 26.2 %
Adjusted effective tax rate® 26.4 % 26.0%
Net earnings attributable to non-controlling interests $ 7 $ 104 $ (33) (31.7)%
Net earnings available to common shareholders of
the Company!) 2,667 2,155 512 23.8%
Continuing operations 2,531 1,940 591 30.5%
Discontinued operations 136 215 (79) (36.7)%
Adjusted net earnings available to common shareholders of
the Company® 2,913 2,637 276 10.5 %
Continuing operations 2,777 2,524 253 10.0 %
Discontinued operations 136 13 23 20.4 %
Diluted net earnings per common share ($) $ 222 $ 175 $ 047 26.9%
Continuing operations $ 2.1 $ 1.58 $ 053 335%
Discontinued operations $ 0.1 $ 017 $ (0.06) (353)%
Adjusted diluted net earnings per common share® ($) $ 243 $ 214 $ 0.29 13.6 %
Continuing operations $ 232 $ 205 $ 027 13.2 %
Discontinued operations $ 0.1 $ 009 $ 0.02 222 %
Diluted weighted average common shares outstanding
(in millions) 1,199.4 1,234.1

(i) Net earnings available to common shareholders of the Company are net earnings attributable to shareholders of the Company net of
dividends declared on the Company’s Second Preferred Shares, Series B and the impact of the redemption of these shares.

The Company’s performance in the fourth quarter capped a successful 2025. Loblaw continued to invest in its
future growth by opening 77 new stores across its banners, and successfully ramping the first of two automated,
one million square foot distribution centres. The previously announced sale of PC Financial to EQ Bank will
streamline the Company’s operations, and the associated long-term strategic relationship as the exclusive financial
partner of the PC Optimum loyalty program is expected to result in expanded growth of high-value, loyalty-based
financial services customers. 2025 also marked significant growth rates in the Company’s margin accretive logistics
as a service, retail media and Lifemark Health Group (“Lifemark”) businesses. Loblaw is confident that its best-in-
class assets, resilient business model and investments for the future position it well to meet the evolving needs of
Canadians, creating a foundation for consistent and sustainable growth.
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Net Earnings Available to Common Shareholders of the Company and Diluted Net Earnings Per Common Share
Net earnings available to common shareholders of the Company were $2,667 million ($2.22 per common share),
an increase of $512 million ($0.47 per common share) or 23.8%, which included the impact of the 53rd week of
$75 million or $0.06. The increase was primarily driven by the impact of lower costs related to certain intangible
assets associated with the 2014 acquisition of Shoppers Drug Mart Corporation (“Shoppers Drug Mart”) and the
impact of prior year charges related to the settlement of class action lawsuits.

Adjusted net earnings available to common shareholders of the Company®® were $2,913 million, an increase of

$276 million, or 10.5%, which included the impact of the 53rd week of $75 million. Adjusted diluted net earnings
per common sharet® were $2.43, an increase of $0.29, or 13.6%, which included the impact of the 53rd week of
$0.06.

Net Earnings Available to Common Shareholders of the Company from Continuing Operations and Diluted Net
Earnings Per Common Share from Continuing Operations Net earnings available to common shareholders of the
Company from continuing operations were $2,531 million ($2.11 per common share), an increase of $591 million
($0.53 per common share) or 30.5% when compared to 2024. The increase included a favourable change in
adjusting items totaling $338 million and an improvement in the underlying operating performance of $253 million
as described below:

e the favourable change in adjusting items totaling $338 million ($0.26 per common share) was primarily due to
the following:

°  the year-over-year favourable change in amortization of intangible assets of $258 million ($0.21 per
common share) primarily related to certain intangible assets associated with the 2014 acquisition of
Shoppers Drug Mart which are now fully amortized;

© the favourable impact of the prior year charges related to the settlement of class action lawsuits of
$121 million ($0.10 per common share);

° the favourable impact of the prior year charge related to the PC Optimum loyalty program of $71 million
($0.06 per common share); and

° the year-over-year favourable change in impact related to the sale of Wellwise of $34 million ($0.01 per
common share);

partially offset by,

© the unfavourable impact of deferred tax on the outside basis difference related to the Sale of PC Financial
of $107 million ($0.09 per common share);

°  the unfavourable impact of the wind-down of the Theodore & Pringle optical business of $22 million
($0.02 per common share); and

°  the unfavourable impact of the charges related to the Sale of PC Financial of $9 million ($0.01 per common
share).

e the improvement in the underlying operating performance of $253 million ($0.20 per common share) was
primarily due to the following:

° anincrease in gross profit?, partially offset by an increase in SG&A and depreciation and amortization.

e diluted net earnings per common share also included the favourable impact from repurchase of common
shares over the last 12 months ($0.07 per common share).

Adjusted net earnings available to common shareholders of the Company® from continuing operations were
$2,777 million, an increase of $253 million or 10.0%, when compared to 2024. Adjusted net earnings per common
sharel? from continuing operations were $2.32 per common share, an increase of $0.27 or 13.2%.
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Revenue

Revenue represents retail revenue, and is primarily comprised of Food retail and Drug retail sales. The following
table provides a breakdown of the Company’s total and same-store sales.

For the years ended January 3, 2026 and December 28, 2024 2025 2024
(millions of Canadian dollars except where otherwise indicated) (53 weeks) (52 weeks)
Same-store Same-store Sales Sales
Sales sales® Sales sales $ Change % Change
Food retail® $ 45,234 23% | $ 42,503 15%$ 2,731 6.4 %
Drug retail 18,669 3.9 % 17,620 24 % 1,049 6.0 %
Pharmacy and healthcare services 9,935 6.0 % 9,182 6.3 % 753 8.2%
Front store 8,734 1.7 % 8,438 (1.3)% 296 35%
Revenue $ 63,903 $ 60,123 $ 3,780 6.3%

(i)  As aresult of the announcement of the Sale of PC Financial, Food retail sales now includes revenue related to PC Services, primarily
related to sales attributable to The Mobile Shop in the current and comparative period presented, including revenue of $353 million in

2025 (2024 — $337 million).

Revenue was $63,903 million in 2025, an increase of $3,780 million, or 6.3% compared to 2024, which included
the impact of the 53rd week of $1,138 million. This increase is primarily driven by the following factors:

¢ Food retail same-store sales growth® was 2.3% (2024 — 1.5%).

o

Same-store sales growth® in food was moderate;

°  Same-store sales growth® in pharmacy was moderate;

[}

From Stores of 3.5% (2024 — 2.2%); and
o Food retail traffic increased® and basket size increased®.

¢ Drug retail same-store sales growth® was 3.9% (2024 — 2.4%).

o

The Company’s internal food inflation was lower than the Consumer Price Index for Food Purchased

Pharmacy and healthcare services same-store sales growth® was 6.0% (2024 — 6.3%) led by specialty

prescriptions. The number of prescriptions dispensed increased by 4.6% (2024 — 2.5%). On a same-
store® basis, the number of prescriptions dispensed increased by 2.8% (2024 — 2.5%) and the average
prescription value increased by 3.9% (2024 — 2.9%);

°  Front store same-store sales growth® was 1.7% (2024 — decline of 1.3%). The growth® in front store
same-store sales was primarily driven by higher sales of beauty and over-the-counter (“OTC”) products,
partially offset by the decision to exit certain low margin electronics categories.

In 2025, 77 food and drug stores were opened, and 65 food and drug stores were closed, and net retail square
footage increased by 1.3 million to 73.3 million square feet or 1.8% compared to 2024.
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Operating Income Operating income was $4,424 million in 2025, an increase of $950 million, or 27.3% compared
to 2024, which included the impact of the 53rd week of $106 million. The increase was driven by a favourable
change in adjusting items totaling $591 million and an improvement in underlying operating performance of $359
million, as described below:

* the favourable change in adjusting items totaling $591 million was primarily due to the following:

° the year-over-year favourable change in the amortization of intangible assets of $350 million primarily
related to certain intangible assets associated with the 2014 acquisition of Shoppers Drug Mart which are
now fully amortized,

© the favourable impact of the prior year charges related to the settlement of class action lawsuits of

$164 million;
° the favourable impact of the prior year charge related to the PC Optimum loyalty program of $99 million;
and

° the year-over-year favourable change in impact related to the sale of Wellwise of $28 million;
partially offset by,

° the unfavourable impact of the wind-down of the Theodore & Pringle optical business of $30 million;
° the unfavourable impact of the charges related to the Sale of PC Financial of $10 million;

© the year-over-year unfavourable change in fair value adjustments on fuel and foreign currency contracts
of $8 million;

° the year-over-year unfavourable change in fair value adjustments on non-operating properties of
$1 million; and

° the year-over-year unfavourable impact of sale of non-operating properties of $1 million;

e the improvement in underlying operating performance of $359 million was due to an increase in gross profit®),
partially offset by an increase in SG&A and depreciation and amortization.

Gross Profit® Gross profit® was $20,032 million in 2025, an increase of $1,197 million, or 6.4% compared to 2024.
Gross profit percentage® of 31.3% was flat when compared to 2024. On a 52-week comparable basis, gross profit
percentage® increased by 10 basis points, primarily driven by improvements in shrink, partially offset by changes in
sales mix in Drug Retail pharmacy categories.

Adjusted EBITDA® Adjusted EBITDA® was $7,156 million in 2025, an increase of $483 million, or 7.2% compared
to 2024, which included the impact of the 53rd week of $106 million. The increase was driven by an increase in
gross profit? of $1,197 million, partially offset by an increase in SG&A of $714 million. SG&A as a percentage of sales
was 20.1%, a favourable decrease of 10 basis points when compared to 2024. On a 52-week comparable basis,
SG&A as a percentage of sales was flat at 20.2%, primarily driven by operating leverage from higher sales and the
year-over-year impact of certain real estate activities offset by incremental costs related to opening new stores and
the automated distribution facility.

Depreciation and Amortization Depreciation and amortization was $2,692 million, a decrease of $226 million or
7.7% when compared to 2024. This decrease was primarily driven by the impact of lower amortization related to
certain intangible assets associated with the 2014 acquisition of Shoppers Drug Mart which are now fully amortized,
a decrease in depreciation of IT assets, and the impact of prior year accelerated depreciation as a result of network
optimization. This was partially offset by an increase in depreciation of leased assets, and an increase in
depreciation of fixed assets related to opening new stores and the automated distribution facility, and conversions
of retail locations.

Included in depreciation and amortization was the amortization of intangible assets related to the acquisitions of
Shoppers Drug Mart and Lifemark of $149 million (2024 — $499 million).

Net Interest Expense and Other Financing Charges Net interest expense and other financing charges were
$742 million, an increase of $59 million or 8.6% when compared to 2024. The increase was primarily driven by an
increase in interest expense from lease liabilities and long term debt.
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Income Taxes Income tax expense in 2025 was $1,080 million (2024 — $731 million) and the effective tax rate was
29.3% (2024 — 26.2%). The increase to the effective tax rate was primarily attributable to the recognition of
deferred tax on the outside basis difference upon classifying PC Financial as held for sale and the non-taxable
portion of the gain from real estate dispositions during 2024.

Adjusted income tax expensel? in 2025 was $1,023 million (2024 — $927 million) and the adjusted effective tax
rate® was 26.4% (2024 — 26.0%). The increase to the adjusted effective tax rate® was primarily attributable to the
non-taxable portion of the gain from real estate dispositions during 2024,

Net Earnings Attributable To Non-Controlling Interests Net earnings attributable to non-controlling interests were
$71 million, a decrease of $33 million or 31.7% when compared to 2024, primarily driven by a decrease in
franchisee earnings after profit sharing. Non-controlling interests represent the share of earnings that relates to the
Company’s Food Retail franchisees and is impacted by the timing of when profit sharing with franchisees is agreed
and finalized under the terms of the agreements.

Discontinued Operations As a result of the announcement of the sale of PC Financial to EQB described above, the
results of PC Financial are presented in discontinued operations, net of intersegment eliminations.

Revenue Revenue, included in discontinued operations, was $911 million in 2025, an increase of $20 million
compared to 2024. The increase in revenue was primarily driven by higher insurance commission income and
higher interchange income.

Net Earnings Available to Common Shareholders of the Company from Discontinued Operations Net Earnings
Available to Common Shareholders of the Company from discontinued operations was $136 million in 2025, a
decrease of $79 million compared to 2024. The decrease was primarily driven by:

e lapping of prior year recovery of $125 million relating to a commodity tax matter, including of $7 million of
interest income; and

* higher customer acquisition expenses and operating costs, from lapping of prior year ongoing benefits
associated with the renewal of a long-term agreement with Mastercard International Incorporated
(“Mastercard”);

partially offset by,

e lapping of prior year PC Optimum loyalty liability charge of $23 million relating to the revaluation of the existing
loyalty liability for outstanding points to reflect a higher anticipated redemption rate

* higher revenue as described above; and

e the year-over-year favourable impact of the expected credit loss provision and lower charge-offs.

As at As at

(millions of Canadian dollars except where otherwise indicated) January 3, 2026 December 28,2024 $ Change % Change
Average quarterly net credit card receivables $ 4,051 $ 4010 $ 41 1.0 %
Credit card receivables 4,240 4,230 10 0.2%
Allowance for credit card receivables 255 263 (8) (3.0)%
Annualized yield on average quarterly gross credit

card receivables 14.4 % 14.3 %
Annualized credit loss rate on average quarterly

gross credit card receivables 4.3 % 4.5 %

Credit Card Receivables As at January 3, 2026, credit card receivables were classified as assets held for sale. As
at January 3, 2026, credit card receivables were $4,240 million, an increase of $10 million compared to December
28, 2024. This increase was primarily driven by an increase in customer spending. The expected credit loss
allowance for credit card receivables was $255 million, a decrease of $8 million compared to December 28, 2024.
The decrease is reflective of the current consumer credit trends.
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5.3 Selected Financial Information

The selected information presented below has been derived from and should be read in conjunction with the
annual consolidated financial statements of the Company dated January 3, 2026, December 28, 2024, and

December 30, 2023, included within the 2025 and 2024 Annual Reports. The analysis of the data contained in the
table focuses on the trends and significant events or items affecting the financial condition and results of the

Company’s operations over the most recent three years.

As a result of the announcement of the sale of PC Financial, the results of PC Financial, net of intersegment
eliminations, are presented separately as discontinued operations in the Company’s current and comparative
results. Unless otherwise indicated, all financial information represents the Company’s results from continuing

operations (Retail).

For the years ended January 3, 2026, December 28, 2024 and December 30, 2023 2025 2024 2023
(millions of Canadian dollars except where otherwise indicated) (53 weeks) (52 weeks) (52 weeks)
Revenue $ 63,903 $ 60,123 $ 58,681
Operating income 4,424 3,474 3,515
Adjusted EBITDA® 7,156 6,673 6,378
Adjusted EBITDA margin®® 1.2 % 1.1% 10.9 %
Depreciation and amortization $ 2,692 $ 2918 $ 2,850
Net interest expense and other financing charges 742 683 660
Adjusted net interest expense and other financing charges® 742 683 660
Adjusted effective tax rate® 26.4 % 26.0% 25.4%
Net earnings $ 2,738 $ 2,275 $ 2187
Continuing operations 2,602 2,060 2,138
Discontinued operations 136 215 49
Net earnings available to common shareholders of the Company 2,667 2,155 2,088
Continuing operations 2,531 1,940 2,039
Discontinued operations 136 215 49
Adjusted net earnings available to common shareholders
of the Company®@ 2,913 2,637 2,480
Continuing operations 2,777 2,524 2,414
Discontinued operations 136 13 66
Basic net earnings per common share ($) $ 224 $ 177 $ 1.65
Continuing operations 213 1.59 1.61
Discontinued operations 0.1 0.18 0.04
Diluted net earnings per common share ($) $ 222 $ 175  $ 1.63
Continuing operations 2.1 1.58 1.59
Discontinued operations 0.1 0.17 0.04
Adjusted diluted net earnings per common share® ($) $ 243 $ 214 % 1.94
Continuing operations 2.32 2.05 1.89
Discontinued operations 0.1 0.09 0.05
Diluted weighted average common shares (in millions) 1,199.4 1,234.1 1,280.0
Dividends declared per common share ($) $ 0.551 $ 0.496 $ 0.436
Dividends declared per Second Preferred Share, Series B ($) $ 0.029 $ 1325 $ 1325
Total assets $ 41,577 $ 40,880 $ 38,979
Total long term debit(® $ 8,613 $ 8201 $ 7852
Lease liabilities 10,414 10,183 9,458
Long term financial liabilities $ 19,027 $ 18,384 $ 17,310

(i) Net earnings available to common shareholders of the Company are net earnings attributable to shareholders of the Company net of

dividends declared on the Company’s Second Preferred Shares, Series B and the impact of the redemption of these shares.
(i) Total long term debt as at January 3, 2026 includes $2,722 million long term debt classified as liabilities associated with assets held for sale.
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Revenue Revenue was $63,903 million in 2025, an increase of $3,780 million when compared to 2024, which
included the impact of the 53rd week of $1,138 million. Food retail same-store sales growth® was 2.3% (2024 —
1.5%). Drug retail same-store sales growth® was 3.9% (2024 — 2.4%).

Revenue was $60,123 million in 2024, an increase of $1,442 million when compared to 2023. Food retail same-
store sales growth® was 1.5% (2023 — 3.9%). Drug retail same-store sales growth® was 2.4% (2023 — 5.4%).

The Company’s sales have continued to grow despite the pressure of a highly competitive retail market, and
impacts of global economic uncertainties over the last three years. In 2023, amidst global inflationary pressures,
consumers increased their focus on value, which benefited the Company’s sales due to its strength in private label
products, discount banners, and personalized promotions, including its PC Optimum loyalty program. In Drug Retail,
strong cosmetics and OTC product sales continued, while pharmacy services demonstrated strong growth, partially
off-setting a decline in COVID-19 related services. In 2024, consumers remained focused on value, which benefited
the Company’s sales due to its strength in private label products, hard discount banners, and personalized
promotions, including its PC Optimum loyalty program. In Drug Retail, strong cosmetics sales continued and OTC
sales normalized as the cough and cold season returned to more normal trends, while pharmacy services
demonstrated strong growth. In 2025, consumers remained focused on value which benefitted the Company’s
sales due to its high mix of hard discount stores, strength in private label products, and personalized promotions
through its PC Optimum loyalty program. In Drug Retail, strong cosmetics and OTC sales continued, while
pharmacy services demonstrated strong growth.

Net Earnings Available to Common Shareholders of the Company from Continuing Operations and Diluted Net
Earnings Per Common Share from Continuing Operations Net earnings available to common shareholders of the
Company from continuing operations and diluted net earnings per common share from continuing operations
continued to grow over the last three years and were impacted by certain adjusting items set out in Section 16
“Non-GAAP and Other Financial Measures”, and the changes in the underlying operating performance of the
Company. The growth in net earnings available to common shareholders of the Company from continuing
operations and diluted net earnings per common share from continuing operations were primarily due to:

¢ changes in underlying operating performance, including positive same-store sales growth® in both Food retail
and Drug retail in 2025, 2024 and 2023. The Company’s financial results for the year ended January 3, 2026
and December 28, 2024 had higher revenue and cost of sales when compared to 2023;

e the impact of the 53rd week in fiscal year 2025;
e cost savings, operating efficiencies and investments in and benefits from strategic initiatives;
e the favourable impact of the repurchase of common shares for cancellation; and
e the impact of certain adjusting items, including:
© amortization of intangible assets acquired with Shoppers Drug Mart and Lifemark;
° wind-down of Theodore & Pringle optical business;
© deferred tax on outside basis difference related to Sale of PC Financial;
© charges related to settlement of class action lawsuits;
© the PC Optimum loyalty program, including the revaluation of the loyalty liability;
© fair value adjustments on non-operating properties;
° the Sale of PC Financial;
© fair value adjustments on fuel and foreign currency;
© the impact related to the sale of Wellwise; and

© the gains and losses on sale of non-operating properties.
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Total Assets and Long Term Financial Liabilities In 2025, total assets of $41,577 million increased by 1.7%
compared to 2024. The increase was primarily driven by an increase in fixed assets and right-of-use assets. This
was partially offset by a decrease in intangible assets. Long term financial liabilities of $19,027 million increased by
3.5% compared to 2024. This was primarily driven by an increase in lease liability and higher net issuance of long
term debt.

In 2024, total assets of $40,880 million increased by 4.9% compared to 2023. The increase was primarily driven by
an increase in fixed assets, right-of-use assets, inventories, and short term investments. This was partially offset by
a decrease in intangible assets. Long term financial liabilities of $18,384 million increased by 6.2% compared to
2023. This was primarily driven by an increase in lease liability and higher net issuance of long term debt.

6. Liquidity and Capital Resources

6.1 Cash Flows

The following Major Cash Flow Components are presented on a total Company basis, inclusive of continuing and
discontinued operations.

Major Cash Flow Components

For the years ended January 3, 2026 and December 28, 2024 2025 2024
(millions of Canadian dollars except where otherwise indicated) (53 weeks) (52 weeks) $ Change % Change
Cash and cash equivalents, beginning of year $ 1462 | $ 1,488 $ (26) (1.7)%
Cash flows from (used in):
Operating activities $ 6,264 | $ 5802 $ 462 8.0%
Investing activities (1,888) (2,021 133 6.6 %
Financing activities (4,441) (3,816) (625) (16.4)%
Effect of foreign currency exchange rate changes on
cash and cash equivalents (5) 9 (14) (155.6)%
Change in cash and cash equivalents $ (70) | $ (26) $ (44) (169.2)%
Cash and cash equivalents, end of year® $ 1,392 | $ 1,462  $ (70) (4.8)%

() The major cash flow components are presented on a total operations basis. See note 5 “Assets Held for Sale and Discontinued Operations”
of the Company’s consolidated financial statements for cash flow information related to discontinued operations.

Cash Flows from Operating Activities Cash flows from operating activities were $6,264 million, an increase of
$462 million when compared to 2024. The increase was primarily driven by higher cash earnings and lower taxes
paid in 2025, partially offset by an unfavourable change in non-cash working capital and the year-over-year change
in provisions.

Cash Flows used in Investing Activities Cash flows used in investing activities were $1,888 million, a decrease of
$133 million when compared to 2024. The decrease was primarily driven by a decrease in investments in fixed and
intangible assets and lower purchases of short term investments, partially offset by lower proceeds from disposal of
assets.
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Capital Investments and Store Activity

As at As at
January 3,2026 | December 28, 2024 Change®
Number of corporate stores 566 603 (37)
Number of franchise stores 562 528 34
Number of Associate-owned drug stores 1,376 1,361 15
Total number of stores 2,504 2,492 12
As at As at
January 3, 2026 December 28,2024 % Change
Corporate square footage (in millions) 36.2 35.9 0.8%
Franchise square footage (in millions) 17.4 16.8 36%
Associate-owned drug store square footage (in millions) 19.7 19.3 21%
Total retail square footage (in millions) 733 72.0 1.8 %
Average store size (square feet)
Corporate 64,000 59,500 7.6 %
Franchise 31,000 31,800 (2.5)%
14,300 14,200 0.7 %

Associate-owned drug store

() The change in the total number of stores includes the sale of 48 stores in the first quarter of 2025, including 42 locations related to the sale

of Wellwise.

Capital Investments Capital investments were $2,062 million, a decrease of $138 million or 6.3%, compared
to 2024. The decrease was driven by lower fixed asset purchases and intangible asset additions.

Cash Flows used in Financing Activities Cash flows used in financing activities were $4,441 million, an increase of
$625 million when compared to the same period in 2024. The increase was primarily driven by a decrease in net
issuances of long term debt in the current year, higher dividends paid due to timing of the fourth quarter dividend
payment in 2025, the redemption of all issued and outstanding Preferred Shares, Series B on January 8, 2025, an
increase in lease payments, and higher repurchases of common shares in the current year, partially offset by a
decrease in repayments of long term debt in the current year and an increase in demand deposits from customers.
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Free Cash Flow®

2025 2024
(53 weeks) (52 weeks)

For the years ended January 3, 2026 and December 28,

2024 Continuing Discontinued Continuing  Discontinued
(millions of Canadian dollars) Operations Operations Total Operations Operations Total
Cash flows from operating activities $ 5945 $ 319 $ 6264 |$ 5486 $ 316 $ 5,802
Less:

Capital investments( 2,030 32 2,062 2,162 38 2,200
Interest paid 307 148 455 295 148 443
Lease payments, net 1,698 — 1,698 1,488 — 1,488
Free cash flow® $ 1910 $ 139 $ 2,049 | $ 1,541 $ 130 $ 1671

(i) Capital investments are the sum of fixed asset purchases and intangible asset additions as presented in the Company’s Consolidated
Statements of Cash Flows, and prepayments transferred to fixed assets in the year. There were no prepayments transferred to fixed assets

for the years ended January 3, 2026 and December 28, 2024.

Free cash flow® from continuing operations was $1,910 million, an increase of $369 million when compared to
2024. The increase was primarily driven by higher cash earnings and lower taxes paid in 2025, partially offset by
the year-over-year change in provisions and an unfavourable change in non-cash working capital. Continuing
operations were also impacted by a decrease in capital investments, partially offset by higher interest and lease
payments when compared to 2024.

Free cash flow® from discontinued operations was $139 million, an increase of $9 million when compared to 2024.
The increase was driven by higher cash earnings and a decrease in capital investments when compared to 2024.
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6.2 Liquidity and Capital Structure

The Company expects that cash and cash equivalents, short term investments, future operating cash flows and the
amounts available to be drawn against committed credit facilities will enable the Company to finance its capital
investment program and fund its ongoing business requirements over the next 12 months, including working
capital, pension plan funding requirements and financial obligations.

The following table presents total debt:

As at As at
January 3,2026 | December 28, 2024
(millions of Canadian dollars) Total Total
Demand deposits from customers - 353
Short term debt — 800
Long term debt due within one year — 631
Long term debt® 5,891 7,570
Certain other liabilities® 315 294
Total debt excluding lease liabilities and liabilities associated with assets
held for sale $ 6,206 | $ 9,648
Lease liabilities due within one year 1,584 1,648
Lease liabilities 8,830 8,535
Total debt excluding liabilities associated with assets held for sale $ 16,620 | $ 19,831
Total debt and demand deposits from customers included in liabilities
associated with assets held for salefi $ 4158 | $ —
Total Company debt $ 20,778 | $ 19,831

() The Company has a committed credit facility with maturity date of March 27, 2030, provided by a syndicate of lenders. The facility contains
certain financial covenants and, as at January 3, 2026 and throughout 2025, the Company was in compliance with these covenants.

(i) As at January 3, 2026, certain other liabilities include financial liabilities of $204 million that did not meet the criteria for sale (December 28,
2024 — $192 million) (see note 27 “Leases” of the Company’s consolidated financial statements).
(iii) As at January 3, 2026, debt of $4,158 million related to PC Financial was included in liabilities associated with assets held for sale. See note

5 “Assets Held for Sale and Discontinued Operations” of the Company’s consolidated financial statements. As at December 28, 2024, PC
Financial debt was $4,066 million and is comprised of demand deposits from customers, short-term debt, long-term debt due within one
year, and $2,282 million of long-term debt.

(iv) As at January 3, 2026, Total Company debt, excluding debt related to PC Financial was $16,620 million (December 28, 2024 - $15,765
million).

Retail Operations The Company manages its capital structure with the objective of maintaining credit metrics
consistent with those of investment grade retailers. The Company calculates the Debt to Adjusted EBITDA® ratio to
measure the leverage being employed.

As at As at
January 3, 2026 December 28, 2024
Debt to Adjusted EBITDA® 2.3 x 2.4x

The Debt to Adjusted EBITDAR ratio as at January 3, 2026 decreased compared to December 28, 2024, primarily
driven by an improvement in adjusted EBITDA®, partially offset by an increase in debt.

PC Bank PC Bank’s capital management objectives are to maintain a consistently strong capital position while
considering the economic risks generated by its credit card receivables portfolio and to meet all regulatory
requirements as defined by the Office of the Superintendent of Financial Institutions (“OSFI”).

Covenants and Regulatory Requirements The Company is required to comply with certain financial covenants for
various debt instruments. As at January 3, 2026 and throughout the quarter, the Company was in compliance with
such covenants. As at January 3, 2026 and throughout the quarter, PC Bank has met all applicable regulatory
requirements.
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6.3 Components of Total Debt

Debentures The following table summarizes the debentures issued in 2025 and 2024:

Principal
Interest Amount
(millions of Canadian dollars except where otherwise indicated) Rate Maturity Date 2025
Loblaw Companies Limited Notes® 4.39% June 16, 2035 $ 500
Total debentures issued $ 500

(i) The Company used the net proceeds of this issuance to repay outstanding indebtedness under the Company’s syndicated revolving credit

facility and for general corporate purposes.

Principal
Interest Amount
(millions of Canadian dollars except where otherwise indicated) Rate Maturity Date 2024
Loblaw Companies Limited Notes® 3.56% December 12, 2029 $ 400
Loblaw Companies Limited Notes( 5.12% March 4, 2054 400
Total debentures issued $ 800

(i) The Company used the net proceeds of this issuance to redeem all issued and outstanding Second Preferred Shares, Series B on January 8,

2025.

(i) The Company used the net proceeds of this issuance to partially fund the redemption of the $400 million aggregate principal amount of

3.92% senior unsecured notes on June 10, 2024.

There were no debentures repaid in 2025. The following table summarizes the debentures repaid in 2024

Principal
Interest Amount
(millions of Canadian dollars except where otherwise indicated) Rate Maturity Date 2024
Loblaw Companies Limited Notes 3.92% June 10, 2024 $ 400
Total debentures repaid $ 400

Committed Credit Facility The Company has a committed credit facility for $1.5 billion with a maturity date of
March 27, 2030, provided by a syndicate of lenders. This committed credit facility contains certain financial
covenants (see note 23 “Capital Management” of the Company’s consolidated financial statements). As at January

3, 2026 and December 28, 2024, there were no amounts drawn under this facility.

2025 Annual Report Loblaw Companies Limited 19




Management’s Discussion and Analysis

Independent Securitization Trusts The Company, through PC Bank, participates in various securitization programs
that provide a source of funds for the operation of its credit card business. PC Bank maintains and monitors a co-
ownership interest in credit card receivables with independent securitization trusts, including Eagle Credit Card
Trust (“Eagle”) and Other Independent Securitization Trusts, in accordance with its financing requirements.

The following table summarizes the amounts securitized to independent securitization trusts:

As at As at

(millions of Canadian dollars) January 3, 2026 December 28, 2024
Securitized to independent securitization trusts:

Securitized to Eagle Credit Card Trust $ 1450 | $ 1,450

Securitized to Other Independent Securitization Trusts 650 800

Total securitized to independent securitization trusts® $ 2100 | $ 2,250

(i) See note 5 “Assets Held for Sale and Discontinued Operations” of the Company’s consolidated financial statements.

Under its securitization programs, PC Bank is required to maintain, at all times, a credit card receivable pool
balance equal to a minimum of 107% of the outstanding securitized liability. PC Bank was in compliance with this
requirement as at January 3, 2026 and throughout 2025.

During 2025, Eagle issued $300 million of senior and subordinated term notes with a maturity date of

June 17, 2030. These notes have a weighted average interest rate of 4.02%. In connection with this issuance, $150
million of bond forward agreements were settled, resulting in a realized fair value loss of $1 million before income
taxes. The loss on the bond forwards will be reclassified to net earnings over the life of the notes. This settlement
resulted in a net effective interest rate of 4.07% on the notes issued.

Senior and subordinated term notes of $300 million at a weighted average interest rate of 1.34%, previously issued
by Eagle, matured and were repaid on July 17, 2025.

Independent Funding Trusts As at January 3, 2026, the independent funding trusts had drawn $704 million
(December 28, 2024 — $590 million) from the revolving committed credit facility that is the source of funding to the
independent funding trusts. The Company provides credit enhancement in the form of a standby letter of credit for
the benefit of the independent funding trusts. As at January 3, 2026, the Company provided a credit enhancement
of $80 million (December 28, 2024 — $64 million) for the benefit of the independent funding trusts representing not
less than 10% (December 28, 2024 — not less than 10%) of the principal amount of loans outstanding.

The Company has a $1 billion revolving committed credit facility that is the source of funding to the independent
funding trusts that has a maturity date of March 27, 2028.

Guaranteed Investment Certificates The following table summarizes PC Bank’s Guaranteed Investment
Certificates (“GICs”) activity, before commissions, in 2025 and 2024:

January 3, 2026 December 28, 2024
(millions of Canadian dollars) (53 weeks) (52 weeks)
Balance, beginning of year $ 1477 | $ 1,654
GICs issued 145 375
GICs matured (340) (552)
Balance, end of year( $ 1,282 | $ 1,477

(i) See note 5 “Assets Held for Sale and Discontinued Operations” of the Company’s consolidated financial statements.
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Associate Guarantees The Company has arranged for its Associates to obtain financing to facilitate their inventory
purchases and fund their working capital requirements by providing guarantees to various Canadian chartered
banks that support Associate loans. As at January 3, 2026, the Company’s maximum obligation in respect of such
guarantees was $580 million (December 28, 2024 — $580 million) with an aggregate amount of $32 million
(December 28, 2024 — $476 million) in available lines of credit allocated to the Associates by the various banks. As
at January 3, 2026, Associates had drawn a nominal amount (December 28, 2024 — a nominal amount) against
these available lines of credit. Any amounts drawn by the Associates are included in bank indebtedness on the
Company’s consolidated balance sheets. As recourse, in the event that any payments are made under the
guarantees, the Company holds a first-ranking security interest on all assets of Associates, subject to certain prior-
ranking statutory claims.

6.4 Financial Condition

Adjusted return on equity'®? and Adjusted return on capital®

Adjusted return on equity® and Adjusted return on capital® are ratios calculated on a total Company basis
(including continued and discontinued operations). See Section 16 “Non-GAAP and Other Financial Measures” for
the definition of these measures.

As at As at

January 3, 2026 December 28, 2024

Adjusted return on equity® 26.3 % 23.6 %
Adjusted return on capital®® 124 % 1.8 %

The Adjusted return on equity® as at January 3, 2026 increased compared to December 28, 2024, due to an
improvement in the underlying operating performance and decrease in average equity.

Adjusted return on capital® as at January 3, 2026 increased compared to December 28, 2024, due to an
improvement in adjusted operating incomel? partially offset by an increase in average capital, primarily due to an
increase in lease liabilities, long term debt and demand deposits from customers.

6.5 Credit Ratings

The following table sets out the current credit ratings of the Company:

Morningstar DBRS Standard & Poor’s
Credit Ratings (Canadian Standards) Credit Rating  Trend Credit Rating  Outlook
Issuer rating BBB (high) Positive BBB+ Stable
Medium term notes BBB (high) Positive BBB+ n/a

In the second quarter of 2025, Morningstar Dominion Bond Rating Service (“DBRS”) confirmed the credit ratings of
the Company and changed the trend from stable to positive. Standard and Poor’s Global Ratings confirmed the
credit ratings and outlook of the Company.

2025 Annual Report Loblaw Companies Limited 21



Management’s Discussion and Analysis

6.6 Share Capital

First Preferred Shares (authorized - 1.0 million shares) There were no First Preferred Shares outstanding as at

January 3, 2026 and December 28, 2024.

Second Preferred Shares (authorized - unlimited) In the fourth quarter of 2024, pursuant to the terms of the Series
B preferred share agreement, the Company announced its intention to redeem for cash all of its 9.0 million 5.3%
non-voting Second Preferred Shares, Series B. The redemption occurred on January 8, 2025 and the shares were
redeemed for an aggregate amount of $225 million, plus accrued and unpaid dividends ($0.02944 per share) up to
but excluding the redemption date, less any tax required to be deducted and withheld by the Company. As at
January 3, 2026, there were no Second Preferred Shares outstanding.

Common Shares (authorized — unlimited) Common shares issued are fully paid and have no par value. The
activities in the common shares issued and outstanding were as follows:

January 3, 2026 December 28, 2024

(53 weeks) (52 weeks)

Number of Common Number of Common

Common Share Common Share

(millions of Canadian dollars except where otherwise indicated) Shares!) Capital Shares® Capital
Issued and outstanding, beginning of year 1,206,944,212 $ 6,215 1,242,105,516 $ 6,281
Issued for settlement of stock options 2,976,888 67 8,712,528 166
Purchased and cancelled (34,774,899) (192) (43,873,832) (232)

Issued and outstanding, end of year

1,175,146,201 $ 6,090

1,206,944212 $ 6,215

Shares held in trust, beginning of period
Purchased for future settlement of RSUs and PSUs
Released for settlement of RSUs and PSUs

(3,928,496) $ (19)
(1,240,000) (6)
1,957,068 10

(5,076,956) $  (25)
(1,680,000) 8)
2,828,460 14

Share held in trust, end of year

(3,211,428) $ (15)

(3,928,496) $ (19)

Issued and outstanding, net of shares held in trust,
end of year

1,171,934,773 $ 6,075

1,203,015,716 $ 6,196

Weighted average outstanding, net of shares held in trust

1,187,971,932

1,220,204,360

(i) Adjusted to reflect the four-for-one stock split effective at the close of business on August 18, 2025.

In the third quarter of 2025, the Company completed a four-for-one stock split of its outstanding common shares.
The stock split was implemented by way of a stock dividend, with shareholders receiving three additional common
shares for each common share held. The stock split was effective at the close of business on August 18, 2025, for
shareholders of record as of the close of business on August 14, 2025.
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Dividends The declaration and payment of dividends on the Company’s common shares and the amount thereof
are at the discretion of the Board, which takes into account the Company’s financial results, capital requirements,
available cash flow, future prospects of the Company’s business and other factors considered relevant from time to
time. Over the long term, it is the Company’s intention to increase the amount of the dividend while retaining
appropriate free cash flow to finance future growth. In the second quarter of 2025, the Board raised the quarterly

dividend by $0.128250 to $0.141075 per common share.

The following table summarizes the Company’s cash dividends declared for the years as indicated:

2025 2024

Dividends declared per share ($)
Common Share $ 0.551475 $ 0.496250
Second Preferred Share, Series B $ 0.029440 | $ 1325000

() The Common Share dividends declared in the fourth quarter of 2025 of $0.141075 per share had a payment date of December 30, 2025.

(ii) Adjusted to reflect the four-for-one stock split effective at the close of business on August 18, 2025.

(millions of Canadian dollars) 2025 2024
Dividends declared
Common Share $ 654 | $ 604
Second Preferred Share, Series B —_ 12
Total dividends declared $ 654 | $ 616

Subsequent to January 3, 2026, the Board declared a quarterly dividend of $0.141075 per common share, payable

on April 1, 2026 to shareholders of record on March 15, 2026.
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Normal Course Issuer Bid Activities under the Company’s Normal Course Issuer Bid (“NCIB”) for the years ended
January 3, 2026 and December 28, 2024 were as follows:

(millions of Canadian dollars except where otherwise indicated) 2025 2024
Common shares repurchased under the NCIB for cancellation
(number of shares) 34,774,899 | 43,873,832
Cash consideration paid(i $ 1,875 | $ 1,754
Premium charged to retained earnings®™ 1,889 1,661
Reduction in common share capital™ 192 232
Common shares repurchased under the NCIB and held in trust (number of shares)® 1,240,000 1,680,000
Cash consideration paid $ 69 | $ 72
Premium charged to retained earnings 65 64
Reduction in common share capital 6 8

(i) Adjusted to reflect the four-for-one stock split effective at the close of business on August 18, 2025.

(i) Common shares repurchased and cancelled as at January 3, 2026 do not include the shares that may be repurchased subsequent to the
end of the quarter under the automatic share repurchase plan, as described below.

(iii)y $3 million of cash consideration related to common shares repurchased under NCIB for cancellation in the third quarter of 2025 was paid in
the fourth quarter of 2025.

(iv) Premium charged to retained earnings includes $351 million related to the automatic share purchase plan, as described below.
(v) Includes $32 million related to the automatic share purchase plan, as described below.

In the second quarter of 2025, the Company renewed its NCIB to purchase on the Toronto Stock Exchange or
through alternative trading systems up to 59,800,244 of the Company’s common shares, representing
approximately 5% of issued and outstanding common shares. As at January 3, 2026, the Company had purchased
21,899,071 common shares for cancellation under its current NCIB. The Company is still permitted to purchase its
common shares from Weston under its NCIB, pursuant to an automatic disposition plan agreement among the
Company’s broker, the Company and Weston, in order for Weston to maintain its proportionate ownership interest
in the Company. The maximum number of common shares that may be purchased pursuant to the NCIB will be
reduced by the number of common shares purchased from Weston.

During 2025, 34,774,899 common shares (2024 — 43,873,832) were purchased under the NCIB for cancellation, for
aggregate consideration of $1,875 million (2024 — $1,754 million), including 16,756,185 common shares (2024 —
18,480,092) purchased from Weston, for aggregate consideration of $906 million (2024 — $746 million).

The Company participates in an automatic share purchase plan (*“ASPP”) with a broker in order to facilitate the
repurchase of the Company’s common shares under its NCIB. During the effective period of the ASPP, the
Company’s broker may purchase common shares at times when the Company would not be active in the market.
As at January 3, 2026, an obligation to repurchase shares of $375 million was recognized under the ASPP in trade
payables and other liabilities.
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6.7 Off-Balance Sheet Arrangements

The following is a summary of the Company’s off-balance sheet arrangements. Certain significant arrangements
have also been discussed in Section 6.3 “Components of Total Debt”.

Letters of Credit Standby and documentary letters of credit are used in connection with certain obligations mainly
related to real estate transactions, benefit programs, purchase orders and other performance guarantees, surety
bond, securitization of PC Financial’s credit card receivables, letter of credit and third party financing made
available to the Company’s franchisees. The gross potential liability related to the Company’s letters of credit is
approximately $498 million as at January 3, 2026 (December 28, 2024 — $478 million).

Guarantees In addition to the letters of credit mentioned above, the Company has entered into various guarantee
arrangements including obligations to indemnify third parties in connection with leases and other transactions in
the normal course of business.

Lease Obligations In connection with historical dispositions of certain of its assets and Wellwise (see note 6 “Wind-
down and Business Disposition” of the Company’s consolidated financial statements), the Company has assigned
leases to third parties. The Company remains contingently liable for these lease obligations in the event any of the
assignees are in default until 2033. As at January 3, 2026, the Company has guaranteed lease obligations in the
amount of $9 million (December 28, 2024 — $2 million).

Financial Services The Company has provided a guarantee on behalf of PC Bank to Mastercard for accepting
PC Bank as a card member and licensee of Mastercard. As at January 3, 2026, the guarantee on behalf of PC Bank
to Mastercard was $190 million USD (December 28, 2024 — $190 million USD).

Cash Collateralization As at January 3, 2026, the Company had agreements to cash collateralize certain of its
uncommitted credit facilities up to an amount of $93 million (December 28, 2024 — $94 million). As at January 3,
2026, the company had no cash (December 28, 2024 — nil) deposited with major financial institutions and classified
as security deposits.
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6.8 Contractual Obligations

The following illustrates certain of the Company’s significant contractual obligations and discusses other
obligations as at January 3, 2026:

Summary of Contractual Obligations
Payments due by year

(millions of Canadian dollars) 2026 2027 2028 2029 2030 Thereafter Total
Total debt (including interest payments®) $ 291 $ 390 $ 1577 $ 818 $ 573 $ 5,998 $ 9,647
Foreign exchange forward contracts 336 — — — — — 336
Trade payables and other liabilities 7127 — — — — — 7127
Associate interest 396 — — — — — 396
Financial liabilities® — 13 12 13 13 142 193
Lease obligations 1,650 1,560 1,271 1,181 928 3,429 10,019
Contracts for purchases of investment

projects!i 319 305 47 8 — — 679
Purchase obligations®™ 907 184 119 54 35 13 1,312
Total contractual obligations from

continuing operations $11,026 $ 2452 $ 3026 $ 2,074 $ 1549 $ 9,582 $29,709
Total contractual obligation from

discontinued operations $ 2371 $ 668 $ 693 $ 694 $ 479 $ 25 $ 4,930

Total Company contractual obligations $13,397 $ 3120 $ 3,719 $ 2,768 $ 2,028 $ 9,607 $34,639

(i) Fixed interest payments are based on the maturing face values and annual interest for each instrument, including an independent funding
trust, and annual payment obligations for structured entities. Variable interest payments are based on the forward rates as of January 3,
2026.

(ii) These are the contractual payments that the Company is committed to related to the sale of retail properties to Choice Properties Real
Estate Investment Trust and third parties.

(iii) These obligations include agreements for the purchase of equipment, real property and capital commitments for construction, expansion
and renovation of buildings. These agreements may contain conditions that may or may not be satisfied. If the conditions are not satisfied, it
is possible the Company will no longer have the obligation to proceed with the underlying transactions.

(iv) These obligations include contractual obligations to purchase goods or services of a material amount where the contract prescribes fixed or
minimum volumes to be purchased or payments to be made within a fixed period of time for a set or variable price. These are only estimates
of anticipated financial commitments under these arrangements and the amount of actual payments will vary. These purchase obligations do
not include purchase orders issued or agreements made in the ordinary course of business which are solely for goods which are meant for
resale, nor do they include any contracts which may be terminated on relatively short notice or with relatively insignificant cost or liability to
the Company.

At year end, the Company had additional long term liabilities which included post-employment and other long term
employee benefit plan liabilities, deferred vendor allowances, deferred income tax liabilities and provisions,
including insurance liabilities. These long term liabilities have not been included above as the timing and amount of
future payments are uncertain.
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7. Financial Derivative Instruments

The Company uses derivative instruments to offset certain of its financial risks. The Company uses bond forwards
to manage its anticipated exposure to fluctuations in interest rates on future debt issuances. The Company also
uses futures and forward contracts to manage its anticipated exposure to fluctuations in commodity prices and
exchange rates in its underlying operations.

The following is a summary of the fair values recognized on the consolidated balance sheets and the net realized
and unrealized gains (losses) before income taxes related to the Company’s financial derivative instruments
designated as cash flow hedges:

January 3, 2026 December 28, 2024

(53 weeks) (52 weeks)

Gain/(loss) Gain/(loss)

Net asset/ Gain/(loss) recorded in Net asset/  Gain/(loss) recorded in

(liability) recorded operating (liability) recorded operating

(millions of Canadian dollars) Fair value in OCI income Fair value in OCI income
Derivatives designated as cash flow hedges

Foreign Exchange Forwards $ - S M $ 2 $ 1% M $ -

Bond Forwards® — 3 (3) — 3 (3)

Energy Hedge( (27) (1) (7) (15) (12) —

Total derivatives designated as cashflowhedges [ $ (27) $ (9) $ 12)1$ (14 $ (10 $ (3)

() The Company uses bond forwards to manage its interest risk related to future debt issuances.

(ii) In 2023, the Company entered into a 20 year arrangement to hedge energy pricing on its purchases in Alberta beginning on
January 1, 2025. The hedge has a notional value of $223 million. The fair value of the derivative is included in other liabilities.

The Company also uses futures and forward contracts to manage its anticipated exposure to fluctuations in
commodity prices and exchange rates on its underlying operations. These derivative instruments are not
designated in a formal hedging relationship. For further details on the impact of these instruments during 2025, see
Section 16 “Non-GAAP and other Financial Measures” of the MD&A.

The following is a summary of the fair values recognized on the consolidated balance sheets and the net realized
and unrealized gains (losses) before income taxes related to the Company’s financial derivative instruments not
designated in a formal hedging relationship:

January 3, 2026 December 28, 2024

(53 weeks) (52 weeks)

Gain/(loss) Gain/(loss)

Net asset/ recorded in Net asset/  recorded in

(liability) operating (liability) operating

(millions of Canadian dollars) Fair value income Fair value income
Derivatives not designated in a formal hedging relationship

Foreign Exchange and Other Forwards $ Mms$s 14| s 5 % 26

Other Non-Financial Derivatives (2) 5 — 2

Total derivatives not designated in a formal hedging relationship $ 3 % | $ 5 % 28
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8. Quarterly Results of Operations
8.1 Results by Quarter

The Company follows a 52-week reporting cycle which periodically necessitates a fiscal year of 53 weeks due to
an accounting convention common in the retail industry. Fiscal year 2025 was 53 weeks and fiscal year 2024 was
52 weeks. The 52-week reporting cycle is divided into four quarters of 12 weeks each except for the third quarter,
which is 16 weeks in duration. When a fiscal year contains 53 weeks, the fourth quarter is 13 weeks in duration.

The following is a summary of selected consolidated financial information derived from the Company’s unaudited

interim period condensed consolidated financial statements for each of the eight most recently completed
quarters. As a result of the announcement of the sale of PC Financial, the results of PC Financial, net of
intersegment eliminations, are presented separately as discontinued operations in the Company’s current and
comparative results. Unless otherwise indicated, all financial information represents the Company’s results from

continuing operations (Retail).

Summary of Consolidated Quarterly Results

2025 2024

(millions of Canadian First Second Third Fourth First Second Third Fourth
dollars except where Quarter Quarter Quarter Quarter Total Quarter Quarter Quarter Quarter Total
otherwise indicated) (12 weeks) (12 weeks) (16 weeks) (13 weeks) (53 weeks) (12 weeks) (12 weeks) (16 weeks) (12 weeks) (52 weeks)
Revenue $13,904 $14,457 $ 19,160 $16,382 $63,903 $ 13,351 $ 13,715 $18,332 $14,725 $ 60,123
Adjusted EBITDA® 1,509 1,757 2,115 1,775 7,156 1,450 1,642 1,986 1,595 6,673
Net earnings
available to
common
shareholders of
the Company 503 714 794 656 2,667 459 457 777 462 2,155
Continuing

operations 481 693 746 611 2,531 426 440 622 452 1,940
Discontinued

operations 22 21 48 45 136 33 17 155 10 215
Adjusted net
earnings available
to common
shareholders of
the Company®? 570 721 828 794 2,913 537 664 767 669 2,637
Continuing

operations 548 700 780 749 2,777 504 647 737 636 2,524
Discontinued

operations 22 21 48 45 136 33 17 30 33 13
Net earnings per
common share:

Basic ($) $ 042 $ 060 $ 067 $ 056 $ 224 $ 037 $ 037 $ 064 038 $ 177
Continuing

operations $ 040 $ 058 $ 063 $ 052 §$ 213 $ 034 $ 036 $ 051 038 $ 159
Discontinued

operations $ 0.02 $ 0.02 $ 0.04 $ 0.04 $ omn $ 0.03 $ 001 $ 013 — $ 018
Diluted ($) $ 042 $ 0.59 $ 0.66 $ 0.55 $ 222 $ 037 $ 037 $ 0.63 0.38 $ 175
Continuing

operations $ 0.40 $ 0.58 $ 0.62 $ 0.51 $ 21 $ 034 $ 036 $ 0.51 0.37 $ 158
Discontinued

operations $ 002 $ 001 $ 004 $ 004 $ o011 $ 003 $ 001 $ 042 0.01 $ 017
Adjusted diluted net
earnings per
commonshare®($) | $ 047 $ 060 $ 069 $ 067 $ 243 $ 043 $ 054 $ 062 055 $ 214
Continuing

operations $ 045 $ 0.59 $ 0.65 $ 063 $ 232 $ 0.40 $ 053 $ 0.60 0.52 $ 2.05
Discontinued

operations $ 002 $ 001 $ 004 $ 004 $ o011 $ 003 $ 001 $ 002 0.03 $ 0.09
Food Retail same-
store sales growth 22% 35% 2.0% 1.5 % 23 % 34% 0.2% 0.5% 25% 1.5%
Drug Retail same-
store sales growth 3.8% 41 % 4.0 % 39% 39% 4.0 % 1.5 % 29% 1.3% 2.4 %
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Revenue Revenue for the last eight quarters was impacted by various factors including the following:

seasonality, which was greatest in the fourth quarter and least in the first quarter;
the timing of holidays;

the impact of the 13th week in the fourth quarter of 2025;

macro-economic conditions impacting food and drug retail prices; and

changes in net retail square footage. Over the past eight quarters, net retail square footage has increased by
2.1 million square feet to 73.3 million square feet.

Net Earnings Available to Common Shareholders of the Company from Continuing Operations and Diluted Net
Earnings Per Common Share from Continuing Operations Net earnings available to common shareholders of the
Company from continuing operations and diluted net earnings per common share from continuing operations for
the last eight quarters were impacted by the following items:

seasonality, which was greatest in the fourth quarter and least in the first quarter;
the timing of holidays;

the impact of the 13th week in the fourth quarter of 2025;

cost savings, operating efficiencies and benefits from strategic initiatives;

the favourable impact of the repurchase of common shares for cancellation; and

the impact of certain adjusting items, as set out in Section 16 “Non-GAAP and Other Financial Measures”,
including:

© amortization of intangible assets acquired with Shoppers Drug Mart and Lifemark;
° wind-down of Theodore & Pringle optical business

° deferred tax on outside basis difference related to Sale of PC Financial;

° charges related to settlement of class action lawsuits;

© the PC Optimum loyalty program, including the revaluation of the loyalty liability;
fair value adjustments on non-operating properties;

© the Sale of PC Financial;

fair value adjustments on fuel and foreign currency;

° the impact related to the sale of Wellwise; and

° the gains and losses on sale of non-operating properties.
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8.2 Fourth Quarter Results

As a result of the announcement of the sale of PC Financial, the results of PC Financial, net of intersegment
eliminations, are presented separately as discontinued operations in the Company’s current and comparative
results. Unless otherwise indicated, all financial information represents the Company’s results from continuing

operations (Retail).

The following is a summary of selected consolidated financial information for the fourth quarter of 2025:

For the periods ended January 3, 2026 and December 28, 2024 2025 2024
(millions of Canadian dollars except where otherwise indicated) (13 weeks) (12 weeks) $ Change % Change
Revenue $16,382 $ 14,725 $ 1,657 1.3%
Operating income 1,134 793 341 43.0 %
Gross profit® 5,047 4,554 493 10.8 %
Gross profit % 30.8 % 30.9%
Adjusted EBITDA® 1,775 1,595 180 11.3%
Adjusted EBITDA margin® 10.8 % 10.8 %
Depreciation and amortization $ 613 $ 680 $ (67) (9.9%
Net interest expense and other financing charges 173 162 1 6.8 %
Adjusted net interest expense and other financing charges® 173 162 1 6.8 %
Income taxes 357 173 184 106.4 %
Adjusted income taxes® 257 226 31 13.7 %
Adjusted effective tax rate® 25.7 % 26.0%
Net losses attributable to non-controlling interests $ 7 |$ m $ (6) (600.0)%
Net earnings available to common shareholders of the Company 656 462 194 42.0%
Continuing operations 611 452 159 35.2%
Discontinued operations 45 10 35 350.0%
Adjusted net earnings available to common shareholders
of the Company®@ 794 669 125 18.7 %
Continuing operations 749 636 13 17.8 %
Discontinued operations 45 33 12 36.4 %
Diluted net earnings per common share ($) $ 0.55 $ 038 017 447 %
Continuing operations $ 0.51 $ 037 014 378%
Discontinued operations $ 0.04 $ 0.01 0.03 300.0%
Adjusted diluted net earnings per common share® ($) $ 0.67 $ 055 0.12 21.8%
Continuing operations $ 0.63 $ 052 0.11 212 %
Discontinued operations $ 0.04 $ 0.03 0.01 333%
Diluted weighted average common shares outstanding (in millions) 1,188.0 1,217.8
Cash flows from (used in)(i:
Operating activities $ 2,197 $ 1587 $ 610 384%
Investing activities (585) (715) 130 182%
Financing activities (1,568) (409) (1,159) (283.4)%
Dividends declared per common share ($) $0.141075 | $0.128250 $ 0.013 10.1%
Dividends declared per Second Preferred Share, Series B ($) $ - $0.33125 (0.33) —

() Net earnings available to common shareholders of the Company are net earnings attributable to shareholders of the Company net of
dividends declared on the Company’s Second Preferred Shares, Series B and the impact of the redemption of these shares.

(i) These cash flow metrics are presented on a total Company basis, inclusive of continuing and discontinued operations.
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Loblaw delivered solid fourth quarter results, demonstrating strong execution against its strategic plan. On a
comparable 12-week basis, revenue increased 3.5%, gross profit percentage improved by 10 basis points, SG&A as
a percentage of sales was flat and adjusted net earnings per common share increased 10.9%. Customer visits
increased in the fourth quarter as Canadians recognized the differentiated value, quality, service, and convenience
the Company offers across its nationwide network. This increased traffic resulted in continued market share gains
across its banners. E-commerce sales experienced robust growth, as omnichannel convenience remained a
customer priority. The Company continued to expand its offering, catering to customer demand for rapid delivery,
prepared meals, and favourite PC® products. The Company continued to focus on providing value to Canadians by
expanding its Hard Discount network this quarter, opening 15 No Frills® and Maxi® stores, providing convenient
access to nutritious food at great prices for more Canadian families. The Company’s Super Market banners,
including high-performing Fortinos and T&T® Supermarkets, attracted shoppers seeking full-service shopping with
a focus on Canadian products, multicultural offerings, and innovative PC® Insider Report™ products, enhanced by
personalized PC Optimum™ loyalty offers and competitive prices. Food Retail same-store sales growth steadily
improved through the quarter. Across Shoppers Drug Mart and Pharmaprix™®, the Company continued to
demonstrate momentum in front store, driven by strong beauty and over-the-counter (“OTC”) sales. Pharmacy and
healthcare services was again led by strong growth in specialty prescriptions and healthcare services.

Net Earnings Available to Common Shareholders of the Company and Diluted Net Earnings Per Common Share
Net earnings available to common shareholders of the Company were $656 million ($0.55 per common share), an
increase of $194 million ($0.17 per common share) or 42.0%, which included the impact of the 13th week of

$75 million or $0.06. The increase was primarily driven by the impact of lower costs related to certain intangible
assets associated with the 2014 acquisition of Shoppers Drug Mart and the impact of the prior year charge related
to the PC Optimum loyalty program.

Adjusted net earnings available to common shareholders of the Company® were $794 million, an increase of

$125 million, or 18.7%, which included the impact of the 13th week of $75 million. Adjusted diluted net earnings per
common share®were $0.67, an increase of $0.12 or 21.8%, which included the impact of the 13th week of $0.06.

Net Earnings Available to Common Shareholders of the Company from Continuing Operations and Diluted Net
Earnings Per Common Share from Continuing Operations Net earnings available to common shareholders of the
Company from continuing operations in the fourth quarter of 2025 were $611 million ($0.51 per common share).
When compared to the fourth quarter of 2024, this was an increase of $159 million ($0.14 per common share) or
35.2%. The increase was driven by an improvement in the underlying operating performance of $113 million, and a
favourable change in adjusting items totaling $46 million, as described below:

e the improvement in underlying operating performance of $113 million ($0.09 per common share) was primarily
due to the following:

° anincrease in gross profit?, partially offset by an increase in SG&A, and depreciation and amortization.

* the favourable change in adjusting items totaling $46 million ($0.03 per common share) was primarily due to
the following:
°  the year-over-year favourable change in amortization of intangible assets of $77 million ($0.06 per
common share) primarily related to certain intangible assets associated with the 2014 acquisition of
Shoppers Drug Mart which are now fully amortized;

° the favourable impact of prior year charge related to the PC Optimum loyalty program of $71 million ($0.06
per common share); and

° the favourable impact of prior year fair value write-down related to the sale of Wellwise of $29 million
($0.02 per common share);

partially offset by,

© the unfavourable impact of deferred tax on the outside basis difference related to the Sale of PC Financial
of $107 million ($0.09 per common share);

°  the year-over-year unfavourable impact of sale of non-operating properties of $12 million ($0.01 per
common share); and

°  the unfavourable impact of the charges related to the Sale of PC Financial of $9 million ($0.01 per common
share).

e diluted net earnings per common share also included the favourable impact from the repurchase of common
shares over the last 12 months ($0.02 per common share).
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Adjusted net earnings available to common shareholders of the Company® from continuing operations were
$749 million, an increase of $113 million or 17.8% compared to the fourth quarter of 2024. Adjusted net earnings per

common share® from continuing operations were $0.63, an increase of $0.11 or 21.2%. The increase includes the
favourable impact from the repurchase of common shares.

Revenue Revenue represents retail revenue, and is primarily comprised of Food retail and Drug retail sales. The
following table provides a breakdown of the Company’s total and same-store sales.

For the periods ended January 3, 2026 and December 28, 2024 2025 2024
(millions of Canadian dollars except where otherwise indicated) (13 weeks) (12 weeks)
Same-store Same-store Sales Sales
Sales sales® Sales sales $ Change % Change
Food retail® $ 11,433 15% | $ 10,284 25% % 1149 1.2 %
Drug retail 4,949 3.9% 4,441 1.3% 508 1.4 %
Pharmacy and healthcare services 2,526 5.6 % 2,230 6.3 % 296 13.3%
Front store 2,423 22 % 2,21 (3.1% 212 9.6 %
Revenue $ 16,382 $ 14,725 $ 1657 1.3 %

(i) As aresult of the announcement of the Sale of PC Financial, Food retail sales now includes revenue related to PC Services, primarily

related to sales attributable to The Mobile Shop in the current and comparative period presented, including revenue of $140 million in the
fourth quarter of 2025 (2024 — $146 million).

Revenue was $16,382 million in the fourth quarter of 2025, an increase of $1,657 million, or 11.3% compared to the

fourth quarter of 2024, which included the impact of the 13th week of $1,138 million. This increase is primarily driven
by the following factors:

* Food retail same-store sales growth® was 1.5% (2024 — 2.5%) for the quarter.

° Same-store sales growth® in food was moderate;

°  Same-store sales growth® in pharmacy was moderate;

o

The Company’s internal food inflation was significantly lower than the Consumer Price Index for Food
Purchased From Stores of 4.4% (2024 — 2.4%); and

°  Food retail traffic increased® and basket size increased®).

e Drug retail same-store sales growth® was 3.9% (2024 — 1.3%) for the quarter.

°  Pharmacy and healthcare services same-store sales growth® was 5.6% (2024 — 6.3%) led by specialty

prescriptions. The number of prescriptions dispensed increased by 10.4% (2024 — 1.7%). On a same-store®
basis, the number of prescriptions dispensed increased by 2.9% (2024 — 1.7%) and the average
prescription value increased by 3.9% (2024 — 4.0%);

Front store same-store sales growth® of 2.2% (2024 — decline of 3.1%). The growth in front store same-
store sales® was primarily driven by higher sales of beauty and over-the-counter (“OTC”) products,
partially offset by the decision to exit certain low margin electronics categories.

In the fourth quarter of 2025, 30 food and drug stores were opened and 5 food and drug stores were closed. Retail

square footage was 73.3 million square feet, a net increase of 1.3 million square feet, or 1.8%, compared to the
fourth quarter of 2024.
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Operating Income Operating income was $1,134 million in the fourth quarter of 2025, an increase of $341 million, or
43.0% compared to the fourth quarter of 2024, which included the impact of the 13th week of $106 million. The
increase was driven by a favourable change in adjusting items totaling $199 million, and an improvement in
underlying operating performance of $142 million, as described below:

¢ the favourable change in adjusting items totaling $199 million was primarily due to the following:

° the year-over-year favourable change in the amortization of intangible assets of $105 million primarily
related to certain intangible assets associated with the 2014 acquisition of Shoppers Drug Mart which are
now fully amortized;

° the favourable impact of the prior year charge related to the PC Optimum loyalty program of $99 million;
and

° the favourable impact of the prior year fair value write-down related to the sale of Wellwise of $23 million;
partially offset by,

° the year-over-year unfavourable impact of the sale of non-operating properties of $14 million;

° the unfavourable impact of the charges related to the Sale of PC Financial of $10 million;

° the unfavourable impact of fair value adjustments on fuel and foreign currency contracts of $3 million; and
°  the year-over-year unfavourable change in fair value adjustments on non-operating properties of $1 million.

¢ the improvement in underlying operating performance of $142 million was due to an increase in gross profit®?,
partially offset by an increase in SG&A and depreciation and amortization.

Gross Profit? Gross profit? was $5,047 million in the fourth quarter of 2025, an increase of $493 million, or 10.8%
compared to fourth quarter of 2024. Gross profit percentage® was 30.8%, a decrease of 10 basis points. On a 12-
week comparable basis, gross profit percentage® was 31.0%, an increase of 10 basis points, primarily driven by
continued improvements in shrink.

Adjusted EBITDA® Adjusted EBITDA® was $1,775 million in the fourth quarter of 2025, an increase of $180 million,
or 11.3% compared to the fourth quarter of 2024, which included the impact of the 13th week of $106 million. The
increase was driven by an increase in gross profit? of $493 million, partially offset by an increase in SG&A of $313
million. SG&A as a percentage of sales was 20.0%, a favourable decrease of 10 basis points. On a 12-week
comparable basis, SG&A as a percentage of sales was flat at 20.1%, primarily due to operating leverage from higher
sales, offset by incremental costs related to opening new stores and the automated distribution facility.

Depreciation and Amortization Depreciation and amortization was $613 million in the fourth quarter of 2025, a
decrease of $67 million or 9.9% when compared to the fourth quarter of 2024. The decrease in depreciation and
amortization in the fourth quarter of 2025 was primarily driven by the impact of lower amortization related to certain
intangible assets associated with the 2014 acquisition of Shoppers Drug Mart which are now fully amortized,
partially offset by an increase in depreciation of leased assets, and an increase in depreciation of fixed assets
related to opening new stores and the automated distribution facility, and conversions of retail locations. Included
in depreciation and amortization was the amortization of intangible assets related to the acquisitions of Shoppers
Drug Mart and Lifemark of $10 million (2024 — $115 million).

Net Interest Expense and Other Financing Charges Net interest expense and other financing charges were
$173 million, an increase of $11 million or 6.8% compared to the fourth quarter of 2024. The increase was primarily
driven by an increase in interest expense from long term debt and lease liabilities.

Income Taxes Income tax expense in the fourth quarter of 2025 was $357 million (2024 — $173 million) and the
effective tax rate was 37.1% (2024 — 27.4%). The increase in the effective tax rate was primarily attributable to the
recognition of deferred tax on the outside basis difference upon classifying PC Financial as held for sale, partially
offset by the impact of other non-taxable items.

Adjusted income tax expensel in the fourth quarter of 2025 was $257 million (2024 — $226 million) and the
adjusted effective tax rate® was 25.7% (2024 — 26.0%). The decrease in the adjusted effective tax rate®® was
primarily attributable to the impact of other non-taxable items.

Net Losses Attributable To Non-Controlling Interests Net losses attributable to non-controlling interests were

$7 million, a decrease of $6 million compared to net loss of $1 million in the fourth quarter of 2024. The decrease
was primarily driven by a decrease in franchisee earnings after profit sharing. Non-controlling interests represent
the share of earnings that relates to the Company’s Food Retail franchisees and is impacted by the timing of when
profit sharing with franchisees is agreed and finalized under the terms of the agreements.
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Discontinued Operations As a result of the announcement of the sale of PC Financial to EQB described above, the
results of PC Financial are presented in discontinued operations, net of intersegment eliminations.

Revenue Revenue, included in discontinued operations, in the fourth quarter of 2025 was $230 million, an

increase of $7 million, or 3.1%. The increase was primarily driven by higher insurance commission income, and

higher interest income.

Net Earnings Available to Common Shareholders of the Company Net earnings available to common
shareholders of the Company from discontinued operations were $45 million, an increase of $35 million or 350.0%
The increase was primarily driven by lapping of prior year PC Optimum loyalty liability charge of $23 million relating
to the revaluation of the existing loyalty liability for outstanding points to reflect a higher anticipated redemption
rate, higher revenue described above, and the year-over-year favourable impact of expected credit loss provision.

As at As at

(millions of Canadian dollars except where otherwise indicated) January 3, 2026 December 28,2024 $ Change % Change
Average quarterly net credit card receivables $ 4,051 $ 4010 $ 41 1.0 %
Credit card receivables 4,240 4,230 10 0.2%
Allowance for credit card receivables 255 263 (8) (3.0)%
Annualized yield on average quarterly gross

credit card receivables 14.4 % 14.3 %
Annualized credit loss rate on average quarterly

gross credit card receivables 4.3 % 45 %

Credit Card Receivables As at January 3, 2026, credit card receivables were $4,240 million, an increase of
$10 million compared to December 28, 2024. This increase was primarily driven by an increase in customer
spending. The expected credit loss allowance for credit card receivables was $255 million, a decrease of $8 million
compared to December 28, 2024. The decrease is reflective of the current consumer credit trends.

Cash Flow

The following Cash Flow components are presented on a total Company basis, inclusive of continuing and

discontinued operations.

For the periods ended January 3, 2026 and December 28, 2024 2025 2024
(millions of Canadian dollars except where otherwise indicated) (13 weeks) (12 weeks) $ Change % Change
Cash and cash equivalents, beginning of period $ 1,350 | $ 993 $ 357 36.0%
Cash flows from (used in):
Operating activities $ 2197 | $ 1587 $ 610 38.4%
Investing activities (585) (715) 130 18.2 %
Financing activities (1,568) (409) (1,159) (283.4)%
Effect of foreign currency exchange rate changes on
cash and cash equivalents (2) 6 (8) (133.3)%
Increase in cash and cash equivalents $ 42 | $ 469 $ (427) (91.0)%
Cash and cash equivalents, end of period $ 1392 | $ 1,462 $ (70) (4.8)%

Cash Flows from Operating Activities Cash flows from operating activities in the fourth quarter of 2025 were
$2,197 million, an increase of $610 million when compared to the fourth quarter of 2024. The increase was primarily
driven by higher cash earnings, an increase in customer spending, and the favourable change in non-cash working

capital.

Cash Flows used in Investing Activities Cash flows used in investing activities in the fourth quarter of 2025 were
$585 million, a decrease of $130 million when compared to the fourth quarter of 2024. The decrease was primarily
driven by higher disposals of short term investments, partially offset by an increase in investments in fixed and

intangible assets.
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Cash Flows used in Financing Activities Cash flows used in financing activities in the fourth quarter of 2025 were
$1,568 million, an increase of $1,159 million when compared to the fourth quarter of 2024. The increase was
primarily driven by higher issuance of long term debt, net of repayments in the prior year, higher repurchases of
common shares in the current quarter, a decrease in demand deposits from customers, higher dividends paid due
to timing of the fourth quarter dividend payment in 2025, and a decrease in short-term debt.

Capital Investments Capital investments in the fourth quarter of 2025 were $722 million, an increase of $94 million
or 15.0%, compared to the fourth quarter of 2024. The increase was driven by higher fixed asset purchases,
partially offset by lower intangible asset additions.

Free Cash Flow®?

2025 2024
(13 weeks) (12 weeks)
For the periods ended January 3, 2026 and December 28,
2024 Continuing Discontinued Continuing Discontinued
(millions of Canadian dollars) Operations Operations Total Operations Operations Total
Cash flows from (used in) operating
activities $ 2407 $ (210) $ 2197 ($ 1801 $ (214) $ 1,587
Less:
Capital investments® 716 6 722 619 9 628
Interest paid 58 53 1M1 51 48 99
Lease payments, net 394 - 394 250 — 250
Free cash flow® $ 1,239 $ (269) $ 970 | $ 881 $ 2717 $ 610

(i) Capital investments are the sum of fixed asset purchases and intangible asset additions as presented in the Company’s Consolidated
Statements of Cash Flows, and prepayments transferred to fixed assets in the period. There were no prepayments transferred to fixed

assets for the periods ended January 3, 2026 and December 28, 2024.

Free cash flow® from continuing operations in the fourth quarter of 2025 was $1,239 million, an increase of

$358 million when compared to the fourth quarter of 2024. The increase was primarily driven by higher cash
earnings, an increase in customer spending, and the favourable change in non-cash working capital. Continuing
operations were also impacted by an increase in capital investments and higher interest and lease payments when
compared to the fourth quarter of 2024.

Free cash flow®? used in discontinued operations in the fourth quarter of 2025 was $269 million, which was
relatively consistent when compared to the fourth quarter of 2024.
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9. Disclosure Controls and Procedures

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

As required by National Instrument 52-109 Certification of Disclosure in Issuers’ Annual and Interim Filings

(“NI' 52-109”), the President and Chief Executive Officer (“CEQ”) and the Chief Financial Officer (“CFO”) have caused
the effectiveness of the disclosure controls and procedures to be evaluated. Based on that evaluation,
management, under the supervision of the President and CEO and the CFO, have concluded that the design and
operation of the system of disclosure controls and procedures were effective as at January 3, 2026.

10. Internal Control over Financial Reporting

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

As required by NI 52-109, the President and CEO, and the CFO have caused the effectiveness of the internal
controls over financial reporting to be evaluated using the framework established in ‘Internal Control - Integrated
Framework (COSO Framework)’ published by The Committee of Sponsoring Organizations of the Treadway
Commission (COSO), 2013. Based on that evaluation, management, under the supervision of the President and
CEO and the CFO, have concluded that the design and operation of the Company’s internal controls over financial
reporting were effective as at January 3, 2026.

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

Changes in Internal Control over Financial Reporting There were no changes in the Company’s internal controls
over financial reporting in 2025 that materially affected, or are reasonably likely to materially affect the Company’s
internal control over financial reporting.
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11. Enterprise Risks and Risk Management

The Company is committed to maintaining a framework that ensures risk management is an integral part of its
activities. The Company’s Enterprise Risk Management (“ERM”) program assists all areas of the business in
managing risks within appropriate levels of tolerance by bringing a systematic approach and methodology for
evaluating, measuring and monitoring key risks. The results of the ERM program and other business planning
processes are used to identify emerging risks to the Company, prioritize risk mitigation activities and develop a
risk-based internal audit plan.

Risks are not eliminated through the ERM program, but rather, are identified and managed in line with the
Company’s Risk Appetite Statement and within approved risk tolerances. The Risk Appetite Statement articulates
key aspects of the Company’s businesses, values, and brands and provides directional guidance on risk taking.

RESPONSIBILITIES / OUTCOMES KEY ACTIVITIES

Review of strategy plans, including
capital allocation

Oversight of the ERM program and the The Review enterprise risks and
alignment between strategy and risk Board mitigation plans

Annual approval of the ERM policy
and Risk Appetite Statement

Based on risk ownership assigned by the

Board, responsible for managing risk

and implementing risk mitigation strategies Management
and operating within the approved risk

appetite thresholds

Periodic updates to the Board by the
ERM function on the status of key risks®
Long-term risk levels are assessed to
monitor potential long-term risk impacts

The ERM Program

Facilitate effective corporate governance by
providing a consolidated view of risks
Focus on key risks that could impact
strategic objectivest

Ensure risk appetite and tolerances are
defined and understood ERM Program
Promote a culture of awareness of risk
management and compliance

Assist in developing risk management tools
and methodologies

Anticipate and provide early warnings of
risks through key risk indicators

ERM assessment:

Continuous update and risk identification
Carried out in parallel with strategic
planning

Includes interviews surveys, workshops
with management and the Board
Monitor changes to enterprise risk
Mitigation plan updates and review key
risk indicators against tolerances

Managing risk and implementation of risk
Mitigation of risks(™ Risk Owners mitigation strategies for Operating and
Financial Risks

(i) Risks are assessed and evaluated based on the Company’s vulnerability to the risk and the potential impact that the underlying risks would
have on the Company’s ability to execute on its strategies and achieve its objectives.

(i) Any of the key risks have the potential to affect the Company and its financial performance negatively. The Company has risk management
strategies in place for key risks. However, there can be no assurance that the risks will be mitigated or will not materialize or that events or
circumstances will not occur that could adversely affect the reputation, operations or financial condition or performance of the Company.
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11.1 Operating Risks and Risk Management

The following discussion of risks identifies significant factors that could have a material adverse effect on the
Company’s business, operations, financial condition or future financial performance.

The following risks are a subset of the key risks identified through the ERM program. They should be read in
conjunction with the full set of risks inherent in the Company’s business, as included in the Company’s AlF for the
year ended January 3, 2026, which is hereby incorporated by reference:

Economic Conditions

Cybersecurity, Privacy and Data Breaches

IT Systems Implementations and Data Management
Healthcare Reform

Distribution and Supply Chain

Associate-owned Drug Store Network and
Relationships with Associates

Colleague Attraction, Development and Succession
Planning

Electronic Commerce and Disruptive Technologies
Inventory Management and Shrink

Regulatory Compliance

Alternative Arrangements for Sourcing Generic Drug
Products

Food, Drug, Product and Services Safety
Competitive Environment and Strategy
Change Management, Process and Efficiency
Labour Relations

Environmental and Social
Business Continuity

Legal Proceedings
Service Providers

Franchisee Relationships

Economic Conditions The Company’s revenue, profitability, brand and reputation may be impacted by general
economic conditions. These economic conditions include inflation, the impact of tariffs, cost increases from
suppliers, levels of employment, costs of borrowing, levels of household debt, political uncertainty and government
regulation, the impact of natural disasters, war or acts of terrorism, pandemics, changes in interest rates, tax rates,
or exchange rates, and access to consumer credit. A number of these conditions could impact consumer behaviour
including levels of consumer spending, the choice of stores in which consumers choose to shop and the types of
products that they purchase. As a result, these economic conditions may adversely impact demand for the
Company’s products and services which could adversely affect the Company’s operations, financial performance,
brand or reputation.

Cybersecurity, Privacy and Data Breaches The Company depends on the uninterrupted operation of its IT
systems, networks and services including internal and public internet sites, data hosting and processing facilities,
and cloud-based services and hardware, such as point-of-sale processing at stores, to operate its business.

In the ordinary course of business, the Company collects, processes, transmits and retains confidential, sensitive
and personal information (“Confidential Information”), including payment card industry data and personal health
and financial information regarding the Company and its employees, franchisees, Associates, vendors, customers,
patients, credit card and PC Money™ Account holders and loyalty program members (“members”). Some of this
Confidential Information is held and managed by third party service providers. As with other large companies, the
Company is regularly subject to cyberattacks and such attempts are occurring more frequently, are constantly
evolving in nature and are becoming more sophisticated.

The Company has implemented security measures, including employee training, monitoring and testing,
maintenance of protective systems and contingency plans, to protect and to prevent unauthorized access of
Confidential Information and to reduce the likelihood of disruptions to its IT systems. The Company continues to
make strategic investments in this area in order to mitigate cyber threats. The Company also has security
processes, protocols and standards that are applicable to its third party service providers.
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Despite these measures, all of the Company’s information systems, including its back-up systems and any third
party service provider systems that it employs, are vulnerable to damage, interruption, disability or failures due to a
variety of reasons, including physical theft, electronic theft, fire, power loss, computer and telecommunication
failures or other catastrophic events, as well as from internal and external security breaches, denial of service
attacks, viruses, worms and other known or unknown disruptive events.

The Company or its third party service providers may be unable to anticipate, timely identify or appropriately
respond to one or more of the rapidly evolving and increasingly sophisticated means by which computer hackers,
cyber terrorists and others may attempt to breach the Company’s security measures or its third party service
providers’ information systems.

As cyber threats evolve and become more difficult to detect and successfully defend against, one or more cyber
threats might defeat the Company’s security measures or those of its third party service providers. Moreover,
employee error or malfeasance, faulty password management or other irregularities may result in a breach of the
Company’s or its third party service providers’ security measures, which could result in a breach of employee,
franchisee, Associate, customer, patient, credit card or PC Money Account holder or loyalty program member
privacy or Confidential Information.

If the Company does not allocate and effectively manage the resources necessary to build and sustain reliable IT
infrastructure, fails to identify or respond to cybersecurity incidents in a timely or appropriate manner, or the
Company’s or its third party service providers’ information systems are damaged, destroyed, shut down, interrupted
or cease to function properly, the Company’s business could be disrupted and the Company could, among other
things, be subject to: transaction errors; processing inefficiencies; the loss of or failure to attract new customers; the
loss of revenue; the loss or unauthorized access to Confidential Information or other assets; the loss of or damage
to intellectual property or trade secrets; damage to its reputation; litigation; regulatory enforcement actions;
violation of privacy, security or other laws and regulations; and remediation costs. Any such occurrences could
adversely affect the reputation, operations or financial performance of the Company.

IT Systems Implementations and Data Management The operations of the Company are reliant on the continuous
and uninterrupted operations of critical technology systems, including the increasing use of automation technology.
Any technology failure/outage pertaining to the availability, capacity or sustainability of the Company’s IT systems
may result in disruptions impacting the Company’s customers or financial performance, or may negatively impact
the Company’s reputation. The Company continues to make investments in new IT systems to improve the
operating effectiveness of the organization. Failure to successfully migrate from legacy systems to new IT systems
or a significant disruption in the Company’s current IT systems during the implementation of new systems could
result in a lack of accurate data to effectively manage day-to-day operations of the business or achieve its
operational objectives, causing significant disruptions to the business and potential financial losses.

Failure to successfully adopt or implement appropriate processes to support the new IT systems, or failure to
effectively leverage or convert data from one system to another, may preclude the Company from optimizing its
overall performance and could result in inefficiencies and duplication in processes, which in turn could adversely
affect the reputation, operations or financial performance of the Company. Failure to realize the anticipated
strategic benefits including revenue growth, anticipated cost savings or operating efficiencies associated with new
IT systems could adversely affect the reputation, operations or financial performance of the Company.

The Company also depends on relevant and reliable information to operate its business. As the volume of data
being generated and reported continues to increase across the Company, data accuracy, quality and governance
are required for effective decision making. Failure by the Company to leverage data, including customer data, in a
timely manner may adversely affect the Company’s ability to execute its strategy and therefore its financial
performance. Moreover, lack of sensitive data classification, protection and use case approval may result in
operational or reputational risk.
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Healthcare Reform The Company is reliant on prescription drug sales for a significant portion of its sales and
profits. Prescription drugs and their sales are subject to numerous federal, provincial, territorial and local laws and
regulations. Changes to these laws and regulations, including the potential implementation of a national
pharmacare system, changes in the models used to fund prescription drugs such as the introduction of a
pharmacare system, or non-compliance with these laws and regulations, could adversely affect the reputation,
operations or financial performance of the Company.

Federal and provincial laws and regulations that establish public drug plans typically regulate prescription drug
coverage, patient eligibility, pharmacy reimbursement, drug product eligibility and drug pricing. With respect to
pharmacy reimbursement, such laws and regulations typically regulate the allowable drug cost of a prescription
drug product, the permitted mark-up on a prescription drug product and the professional or dispensing fees that
may be charged on prescription drug sales to patients eligible under the public drug plan. With respect to drug
product eligibility, such laws and regulations typically regulate the requirements for listing the manufacturer’s
products as a benefit or partial benefit under the applicable governmental drug plan, drug pricing and, in the case
of generic prescription drug products, the requirements for designating the product as interchangeable with a
branded prescription drug product. In addition, other federal, provincial, territorial and local laws and regulations
govern the approval, packaging, labeling, sale, marketing, advertising, handling, storage, distribution, dispensing
and disposal of prescription drugs.

Sales of prescription drugs, pharmacy reimbursement and drug prices may be affected by changes to the
healthcare industry, including legislative or other changes that impact patient eligibility, drug product eligibility, the
allowable cost of a prescription drug product, the mark-up permitted on a prescription drug product, the amount of
professional or dispensing fees paid by payers or the provision or receipt of manufacturer allowances by
pharmacies and pharmacy suppliers.

The majority of prescription drug sales are reimbursed or paid by three types of payers: (i) government or public,

(i) private insurers or employers, and (iii) out-of-pocket by the patient. These payers have pursued and continue to
pursue measures to manage the costs of their drug plans. Canada and each of the provinces has implemented
legislative and/or other measures directed towards managing pharmacy service costs and controlling increasing
drug costs incurred by public drug plans and private payers, which impact pharmacy reimbursement levels and the
availability of manufacturer allowances. Legislative measures to control drug costs include lowering of generic drug
pricing. Additionally, the pan-Canadian Pharmaceutical Alliance continues its work regarding cost reduction
initiatives for pharmaceutical products and services.

Legislation in certain provincial jurisdictions establishes listing requirements that ensure that the selling price for a
prescription drug product will not be higher than any selling price established by the manufacturer for the same
prescription drug product under other provincial drug insurance programs. In some provinces, elements of the laws
and regulations that impact pharmacy reimbursement and manufacturer allowances for sales to the public drug
plans are extended by legislation to sales to private payers. Also, private payers (such as corporate employers and
their insurers) are looking or may look to benefit from any measures implemented by government payers to reduce
prescription drug costs for public plans by attempting to extend these measures to prescription drug plans they
own or manage. Accordingly, changes to pharmacy reimbursement and manufacturer allowances for a public drug
plan could also impact pharmacy reimbursement and manufacturer allowances for private payers. In addition,
private payers could reduce pharmacy reimbursement for prescription drugs provided to their members or could
elect to reimburse members only for products included on closed formularies or available from preferred providers.

Changes impacting pharmacy reimbursement programs and prescription drug pricing, legislative or otherwise, are
expected to continue to put downward pressure on the value of prescription drug sales. These changes may have
a material adverse effect on the Company’s business, sales and profitability. In addition, the Company could incur
significant costs in the course of complying with any changes in the regulatory regime affecting prescription drugs
and pharmacy services. Non-compliance with any such existing or proposed laws or regulations, particularly those
that provide for the licensing and conduct of wholesalers, the licensing and conduct of pharmacists, the regulation
and ownership of pharmacies, the advertising of pharmacies and prescription services, the provision of information
concerning prescription drug products, the pricing of prescription drugs, privacy and confidentiality and interactions
with provincial drug and eHealth systems, could result in audits, civil or regulatory proceedings, fines, penalties,
injunctions, recalls or seizures, any of which could adversely affect the reputation, operations or financial
performance of the Company.
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Distribution and Supply Chain The Company’s ability to satisfy its customers’ demands and achieve its cost
objectives depends on its ability to maintain key logistic and transport arrangements. The Company’s distribution
and supply chain could be negatively affected by unforeseen disruptions due to fire, severe weather conditions,
natural disasters or other catastrophic events, public health events, labour disagreements, disruptions to critical
technology systems, including automation, or other transportation problems. The loss of or disruption to these
types of arrangements could interrupt product supply, which in turn could adversely affect the assortment and
product availability at the store and digital retail level. If not effectively managed or remedied, these events could
negatively impact customer experience and the Company’s ability to attract and retain customers, and could
adversely affect the Company’s operations or financial performance.

Associate-owned Drug Store Network and Relationships with Associates The success of the Company and the
reputation of its brands are closely tied to the performance of the Shoppers Drug Mart Associate-owned drug
stores. Accordingly, the Company relies on Associates to successfully operate, manage and execute retail
programs and strategies at their respective drug store locations. Associates are independent business operators
that have entered into agreements with the Company to own and operate retail stores in accordance with
prescribed procedures and standards. The success of the operations and financial performance of their respective
drug stores may be beyond the Company’s control. In addition, Associates are subject to franchise legislation.
Disruptions to the Company’s relationships with Shoppers Drug Mart Associate-owned drug stores or changes in
legislation could negatively affect revenue from Associates, which in turn could adversely affect the reputation,
operations or financial performance of the Company.

Colleague Attraction, Development and Succession Planning The Company’s operations and continued growth
are dependent on its ability to hire, retain and develop colleagues, including leaders. Any failure to effectively
attract and retain colleagues and leaders, including those with scarce and/or specialized skills, and to establish
adequate leadership succession planning, could result in a lack of requisite knowledge, skill and experience. This
could erode the Company’s competitive position or result in increased costs due to the competition for, or high
turn-over of, colleagues. Any of the foregoing could negatively affect the Company’s ability to operate its business,
which in turn could adversely affect the Company’s reputation, operations or financial performance.

Electronic Commerce and Disruptive Technologies The Company’s e-commerce strategy is a growing business
initiative. Customers expect innovative concepts and a positive customer experience, including a user-friendly
website, customer offerings that are integrated with the Company’s loyalty program, reliable data, safe and reliable
processing of payments and a well-executed merchandise pick up or delivery process. If systems are damaged or
cease to function properly, capital investment may be required. The Company is also vulnerable to various
additional uncertainties associated with e-commerce including website downtime and other technical failures,
changes in applicable federal and provincial regulations, security breaches, and consumer privacy concerns. If
these technology-based systems and related processes do not function effectively, or if the Company is unable to
identify and adapt to technological efficiencies, such as artificial/cognitive intelligence or automation in a timely
manner, the Company’s ability to grow its e-commerce business could be adversely affected. The Company has
increased its investment in improving the digital customer experience, but there can be no assurances that the
Company will be able to recover the costs incurred to date.

Inventory Management and Shrink The Company is subject to risks associated with managing its inventory and
controlling shrink. Failure to successfully manage such risks could result in shortages of inventory, excess or
obsolete inventory which cannot be sold profitably or increases in levels of inventory shrink. Any of these outcomes
could adversely affect the financial performance of the Company. Although the Company has implemented new IT
systems, which are intended to provide increased visibility to integrated inventory and sales information at store
level, the Company’s failure to effectively implement such new IT systems and applicable processes may increase
the risks associated with managing inventory, including the risk that inaccurate inventory could result in inaccurate
financial statements.

The Company’s Retail segment is also examining its fundamental processes related to article lifecycle
management, with the goal of making existing processes more efficient. This will impact existing workflow and
system processes across procurement, supply chain and merchandising. Such simplification and efficiency
processes are critical to the organization’s ability to implement longer term system solutions and achieve
efficiencies across the Retail divisions. Any failure to effectively deliver this enterprise core solution could
negatively impact the Company’s operations or financial performance.
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Regulatory Compliance The Company is subject to a wide variety of laws, regulations and orders across all
countries in which it does business, including those laws involving product liability, labour and employment, anti-
trust and competition, pharmacy, food safety, intellectual property, privacy, environmental and other matters. The
Company is subject to taxation by various taxation authorities in Canada and a number of foreign jurisdictions.
Changes to any of the laws, rules, regulations or policies applicable to the Company’s business, including tax laws,
minimum wage laws, and laws affecting the production, processing, preparation, distribution, packaging and
labelling of food, pharmaceuticals and general merchandise products, could adversely affect the operations,
financial condition or performance of the Company.

Failure by the Company to comply with applicable laws, regulations and orders could subject the Company to civil
or regulatory actions, investigations or proceedings, including fines, assessments, injunctions, recalls or seizures,
which in turn could adversely affect the reputation, operations or financial condition or performance of the
Company. In the course of complying with changes to laws, the Company could incur significant costs. Changing
laws or interpretations of such laws or enhanced enforcement of existing laws could restrict the Company’s
operations or profitability and thereby threaten the Company’s competitive position and ability to efficiently
conduct business. The Company is subject to tax audits from various tax authorities on an ongoing basis. As a
result, from time to time, tax authorities may disagree with the positions and conclusions taken by the Company in
its tax filings or legislation could be amended or interpretations of current legislation could change, any of which
events could lead to reassessments.

The Company is subject to capital requirements from OSFI, the primary regulator of PC Bank. PC Bank’s capital
management objectives are to maintain a consistently strong capital position while considering the economic risks
generated by its credit card receivables portfolio and to meet all regulatory capital requirements as defined by
OSFI. PC Bank uses Basel lll as its regulatory capital management framework which includes a target common
equity Tier 1 capital ratio of 7.0%, a Tier 1 capital ratio of 8.5% and a total capital ratio of 10.5%. In addition to the
regulatory capital ratios requirement, PC Bank is subject to the Basel Ill Leverage ratio and OSFI’s Guideline on
Liquidity Adequacy Requirements (“LARs”). The LARs guideline establishes standards based on the Basel llI
framework. PC Bank would be assessed fines and other penalties for non-compliance with these and other
regulations. In addition, failure by PC Bank to comply, understand, acknowledge and effectively respond to
applicable regulations could result in regulatory intervention and reputational damage.

Alternative Arrangements for Sourcing Generic Drug Products As the utilization rate of generic prescription
drugs increases, the Company has pursued alternative sourcing and procurement models for generic prescription
drug products. As part of this alternative sourcing and procurement initiative, the Company has entered into
contracts for the fabrication of private label generic prescription drug products. These alternative sourcing and
procurement models contain certain additional risks beyond those associated with the Company’s conventional
procurement strategy. The most significant of these additional risks are product liability and intellectual property
infringement. Product liability claims may arise in the event that the use of the Company’s products cause, or are
alleged to have caused, injury to consumers. Intellectual property infringement claims may arise in the event that
the Company’s products infringe or violate, or are alleged to infringe or violate, the patents or other intellectual
property rights of third parties, including the brand manufacturer. Both product liability and intellectual property
infringement claims could be costly to defend and could result in significant liabilities and monetary damages.
Failure to successfully implement these alternative sourcing and procurement models could adversely affect the
reputation, operations or financial performance of the Company.

In addition, the market for generic prescription drug products and eligibility for reimbursement from governmental
and other third party payers will depend on the extent to which the products are designated as interchangeable
with the branded products and are included as a benefit on the public drug plans in Canada. These
interchangeability designations and benefit listings are highly regulated and will be dependent on the products and
the procurement model meeting the regulatory requirements. If the demand for generic products, including private
label generic prescription drug products, is negatively affected by fewer designations or limitations placed on
private label prescription drug products, it could adversely affect the reputation, operations or financial
performance of the Company.
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Food, Drug, Product and Services Safety The Company’s products may expose it to risks associated with product
safety and defects and product handling in relation to the manufacturing, design, packaging and labeling, storage,
distribution, and display of products. The Company cannot be certain that active management of these risks,
including maintaining strict and rigorous controls and processes in its manufacturing facilities and distribution
systems, will eliminate all the risks related to food and product safety. The Company could be adversely affected in
the event of a significant outbreak of food-borne illness or food safety issues, including food tampering or
contamination. In addition, failure to trace or locate any contaminated or defective products could affect the
Company’s ability to be effective in a recall situation. The Company is also subject to risk associated with the
distribution of drug products, errors related to medication dispensing or compounding, injections, patient services
or consultation. The occurrence of such events or incidents, as well as any failure to maintain the cleanliness and
health standards at store level, could result in harm to customers and negative publicity, could adversely affect the
Company’s brands, reputation, operations or financial performance and could lead to unforeseen liabilities from
legal claims or otherwise.

Competitive Environment and Strategy The retail industry in Canada is highly competitive. The Company
competes against a wide variety of retailers including supermarket and retail drug store operators, as well as mass
merchandisers, warehouse clubs, online retailers, mail order prescription drug distributors, limited assortment
stores, discount stores, convenience stores and specialty stores. Many of these competitors offer a selection of
food, drug and general merchandise, while others remain focused on supermarket-type merchandise. In addition,
the Company is subject to competitive pressures from new entrants into the marketplace and from the expansion
or renovation of existing competitors, particularly those expanding into the grocery and retail drug markets and
those offering e-commerce retail platforms. The Company’s loyalty program is a valuable offering to customers and
provides a key differentiating marketing tool for the business. The marketing, promotional and other business
activities related to the Company’s loyalty program must be well managed and coordinated to preserve positive
customer perception. The Company has made significant investments in support of its strategic growth areas of
Everyday Digital Retail, Payments and Rewards and Connected Health, which are all subject to competitive
pressures. Failure to achieve these or other strategic priorities could adversely affect the Company’s financial
position and its competitiveness.

The Company’s inability to effectively predict market activity, leverage customer preferences and spending
patterns and respond in a timely manner to trends, or compete effectively with its current or future competitors
could result in, among other things, reduced market share and reduced profitability. If the Company is ineffective in
responding to consumer trends or in executing its strategic plans, its financial performance could be adversely
affected. The failure to effectively respond to customer trends may adversely impact the Company’s relationship
with its customers. The Company closely monitors market developments and market share trends. Failure by the
Company to sustain its competitive position could adversely affect the Company’s financial performance.

Change Management, Process and Efficiency Many initiatives are underway to reduce the complexity and cost of
the Company’s business operations, and support a low cost operating structure that allows for continued
investments in the Company’s strategic growth areas. These efforts include initiatives focused on improving
processes and generating efficiencies across the administrative, store and distribution network infrastructures of
the Company. The success of these initiatives is dependent on effective leadership and realizing intended benefits.
Ineffective change management could result in a lack of integrated processes and procedures, unclear
accountabilities and decision-making rights, decreased colleague engagement, ineffective communication and
training or a lack of requisite knowledge. Any of the foregoing could disrupt operations, increase the risk of
customer dissatisfaction, adversely affect the Company’s reputation or financial performance or adversely affect
the ability of the Company to implement and achieve its long-term strategic objectives.

Labour Relations The Company’s workforce is comprised of both unionized and non-unionized colleagues. With
respect to those colleagues that are covered by collective agreements, there can be no assurance as to the
outcome of any labour negotiations or the timing of their completion. Renegotiating collective agreements or the
failure to successfully renegotiate collective agreements and changes to business operations could result in strikes,
work stoppages or business interruptions, and if any of these events were to occur, they could adversely affect the
reputation, operations and financial performance of the Company. If non-unionized colleagues become unionized,
the terms of the resulting collective agreements would have implications for the affected operations, such as higher
labour costs.
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Environmental and Social As a leading Canadian food and pharmacy retailer, the Company believes its customers,
investors, employees and other stakeholders expect it to contribute to the prosperity of Canadians through
meaningful environment and social stewardship. Any failure or perceived failure to advance the environmental or
social priorities of the Company or its stakeholders may negatively affect the Company’s reputation, operations or
financial performance.

Environmental The Company faces environmental risks that could, directly or indirectly, negatively impact the
Company’s reputation, operations or performance over the short or long term.

In particular, the Company is confronted with issues relating to climate change. To address this opportunity, Loblaw
is focused on several strategic initiatives, including reducing emissions, food and plastic waste. Federal and
provincial governments are also striving to combat climate change, including through the consideration and/or
implementation of carbon reduction targets and financial mechanisms to reduce carbon emissions, such as carbon
taxes, carbon pricing and caps and trade. In addition to its own initiatives, the Company may be required to make
operational changes and/or incur significant financial costs to comply with the various governmental reforms, which
may differ across jurisdictions. Additionally, certain global climate change patterns (e.g. rising sea levels, changing
rainfall) may impact sourcing of food and food ingredients. Any failure to meet its strategic objectives, adhere to
climate change reforms or to adapt to the impacts of climate change, such as failure to reduce emissions, eliminate
food and plastic waste or mitigate sourcing and supply chain disruptions, could result in fines or could adversely
affect the Company’s reputation, operations or financial performance.

The Company maintains a portfolio of real estate and other facilities and is subject to environmental risks
associated with the contamination of such properties and facilities, whether by previous owners or occupants,
neighbouring properties or by the Company itself. In particular, the Company has a number of underground fuel
storage tanks, the majority of which are used for its supply chain transport fleets. Contamination resulting from
leaks from these tanks is possible. Additional environmental issues relating to matters or sites may require the
Company to incur significant additional costs. The Company also operates refrigeration equipment in its stores and
distribution centres to preserve perishable products as they pass through the supply chain and ultimately to
consumers. These systems contain refrigerant gases which could be released if equipment fails or leaks. A release
of these gases could have adverse effects on the environment. Failure to properly manage any of these
environmental risks could adversely affect the reputation, operations or financial performance of the Company.

The Company is subject to legislation that imposes liabilities on retailers, brand owners and importers for costs
associated with recycling and disposal of consumer goods packaging and printed materials distributed to
consumers. There is a risk that the Company will be subject to increased costs associated with these laws. In
addition, the Company could be subject to increased or unexpected costs associated with environmental incidents
and the related remediation activities, including litigation and regulatory related costs, all of which could adversely
affect the reputation or financial performance of the Company.

Social The Company faces risks related to social issues and has established key priorities to address them,
including enhancing representation of traditionally underrepresented groups across both management and the
broader colleague population, fostering a culture of inclusion, and investing in communities — with a particular
focus on initiatives that support women’s and children’s health. In the event that the Company is not perceived to
have robust diversity and inclusion programs, its ability to attract, develop and retain colleagues could be
compromised. The Company recognizes its responsibility to respect and protect the human rights of all people who
support and intersect with the business, and is committed to not tolerating abuse, discrimination or harassment in
any form. Ineffective action or inaction in response to social matters, including a failure or perceived failure to
adequately address its priorities, could adversely affect the Company’s reputation or financial performance.

Business Continuity The Company’s ability to continue critical operations and processes could be negatively
impacted by adverse events resulting from various incidents, including severe weather, work stoppages, prolonged
IT systems failure, terrorist activity, power failures, border closures or a pandemic or other national or international
catastrophe. The Company has business continuity plans in place to manage any such events. Despite this,
ineffective contingency planning, business interruptions, crises or potential disasters could adversely affect the
reputation, operations or financial performance of the Company.
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Legal Proceedings In the ordinary course of business, the Company is involved in and potentially subject to legal
proceedings. The proceedings may involve suppliers, customers, patients, Associates, franchisees, regulators, tax
authorities or other persons. The potential outcome of legal proceedings and claims is uncertain.

Shoppers Drug Mart was previously served with an Amended Statement of Claim in a class action proceeding that
has been filed in the Ontario Superior Court of Justice (“Superior Court”) by Associates, claiming various
declarations and damages resulting from Shoppers Drug Mart’s alleged breaches of the Associate Agreement. The
class action comprises all of Shoppers Drug Mart’s current and former licensed Associates residing in Canada,
other than in Quebec, who were parties to Shoppers Drug Mart’s 2002 and 2010 forms of the Associate
Agreement. On July 9, 2013, the Superior Court certified as a class proceeding portions of the action. A summary
judgment trial of the matter was held in December 2022 and on February 17, 2023, the Superior Court released its
decision in relation to those summary judgment motions (the “Decision”). The Superior Court dismissed the
plaintiffs’ claims on the majority of the issues including a request for damages at this stage of proceedings. The
Superior Court also held that Shoppers Drug Mart breached the 2002 form of Associate Agreement when it did not
remit certain amounts that it received from generic drug manufacturers to Associates. On March 20, 2023, the
plaintiffs filed a Notice of Appeal and on April 4, 2023, the Company filed a Notice of Cross-Appeal. A hearing for
the appeals was held on February 14, 2024 and on February 15, 2024. On August 29, 2024, the Court of Appeal
dismissed both the appeal and cross appeal, with the exception that the plaintiff's appeal was allowed to correct
the amount Shoppers Drug Mart received in professional allowances during the class period. Accordingly, the
Company has not recorded any amounts related to the potential liability associated with this lawsuit. The Company
does not believe that the ultimate resolution of this matter will have a material adverse impact on its financial
condition or prospects.

In 2017, the Company and Weston announced actions taken to address their role in an industry-wide price-fixing
arrangement involving certain packaged bread products. The arrangement involved the coordination of retail and
wholesale prices of certain packaged bread products over a period extending from late 2001 to March 2015. Under
the arrangement, the participants regularly increased prices on a coordinated basis. Class action lawsuits were
commenced against the Company and Weston as well as a number of other major grocery retailers and another
bread wholesaler. On July 24, 2024, the Company and Weston entered into binding Minutes of Settlement and on
January 31, 2025, the Company and Weston entered into a Settlement Agreement with the lawyers representing
consumers to settle those class action lawsuits for $500 million. The Company and Weston will each pay for a
portion of the settlement, with Loblaw paying $253 million and Weston paying $247 million. The Company will
receive credit for the $96 million it previously paid to customers in the form of Loblaw cards, resulting in it being
required to pay $157 million in cash towards the settlement. On March 3, 2025, the settlement funds were paid into
a trust account. The Settlement Agreement was approved by the Ontario Superior Court in May 2025 and the
Quebec Superior Court in July 2025. As a result of admission of participation in the arrangement and cooperation
in the Competition Bureau’s investigation, the Company and Weston will not face criminal charges or penalties. In
response to such class action lawsuits, certain major grocery retailers have crossclaimed against the Company and
Weston, and the Company and Weston believe such crossclaims are without merit.
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In August 2018, the Province of British Columbia filed a class action against numerous opioid manufacturers and
distributors, including the Company and its subsidiaries, Shoppers Drug Mart Inc. and Sanis Health Inc. The claim
contains allegations of breach of the Competition Act, fraudulent misrepresentation and deceit and negligence, and
seeks unquantified damages for the expenses incurred by the federal government, provinces, and territories of
Canada in paying for opioid prescriptions and other healthcare costs related to opioid addiction and abuse in
Canada. During the second quarter of 2021, the claim against Loblaw Companies Limited was discontinued. In May
2019, two further opioid-related class actions were commenced in each of Ontario and Quebec against a large
group of defendants, including Sanis Health Inc. In February 2022, the plaintiff and Sanis Health Inc. agreed to
settle the Quebec action for a nominal amount, with no admission of liability and for the express purpose of
avoiding the delays, disruption, and expenses associated with the litigation. The settlement has been approved by
the court and is now final. On December 12, 2024, the Ontario action was dismissed against Sanis Health Inc., with
costs. In December 2019, a further opioid-related class action was commenced in British Columbia against a large
group of defendants, including Sanis Health Inc., Shoppers Drug Mart Inc. and the Company. The allegations in the
civil British Columbia class action are similar to the allegations against manufacturer defendants in the Province of
British Columbia class action, except that the December 2019 claim seeks recovery of damages on behalf of opioid
users directly. In April 2021, the Company, Shoppers Drug Mart Inc. and Sanis Health Inc. were served with another
opioid-related class action that was started in Alberta against multiple defendants. In February 2025, Loblaws Inc.
and Weston were also served with the claim. The claim seeks damages on behalf of municipalities and local
governments in relation to public safety, social services, and criminal justice costs allegedly incurred due to the
opioid crisis. In September 2021, the Company, Shoppers Drug Mart Inc. and Sanis Health Inc. were served with a
class action started in Saskatchewan by Peter Ballantyne Cree Nation and Lac La Ronge Indian Band on behalf of
all Indigenous, Metis, First Nation and Inuit communities and governments in Canada to recover costs they have
incurred as a result of the opioid crisis, including healthcare costs, policing costs and societal costs. In October
2024, the claim was discontinued against Shoppers Drug Mart Inc. In January 2024, Shoppers Drug Mart Inc. was
served with a second class action in Saskatchewan started by Lac La Ronge Indian Band. The case is brought on
behalf of Band members and is claiming damages relating to abatement costs, the diversion of financial and other
resources, the reduction in the value of the reserve lands and interests, and lost tax revenues. Shoppers Drug Mart
Inc. is being sued as a representative of an international defendant subclass of opioid “dealers” and Sanis Health
Inc. is a proposed supplier class member. The Company believes these proceedings are without merit and is
vigorously defending them. The Company does not currently have any significant accruals or provisions for these
matters recorded in the consolidated financial statements.

In 2022, the Tax Court of Canada (“Tax Court”) released a decision relating to PC Bank, a subsidiary of the
Company. The Tax Court ruled that PC Bank is not entitled to claim notional input tax credits for certain payments it
made to Loblaws Inc. in respect of redemptions of loyalty points. PC Bank subsequently filed a Notice of Appeal
with the Federal Court of Appeal (“FCA”) and in March 2024, the matter was heard by the FCA. In the third quarter
of 2024, the FCA released its decision and reversed the decision of the Tax Court. As a result, PC Bank reversed
charges of $155 million, including $111 million initially recorded in 2022. In addition, $10 million was recorded
related to interest income on cash tax refunds. Certain taxation years subsequent to the periods covered by the
FCA decision remain under review by the tax authorities.
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Service Providers The Company has a wide range of key business relationships with third parties including
vendors, suppliers, distributors and contractors. The Company relies on vendors, including offshore vendors in both
mature and developing markets, to provide the Company with goods and services. Offshore sourcing increases
certain risks to the Company, including risks associated with food safety and general merchandise product defects,
non-compliance with ethical and safe business practices and inadequate supply of products. The Company has no
direct influence over how vendors are managed. Negative events affecting vendors or inefficient, ineffective or
incomplete vendor management strategies, policies and/or procedures, including those related to ethical sourcing,
could adversely impact the Company’s reputation and impair the Company’s ability to meet customer needs or
control costs and quality, which could adversely affect the reputation, operations or financial performance of the
Company.

The Company relies on service providers including transport carriers or other delivery service providers, logistic
service providers and operators of warehouses and distribution facilities. Ineffective selection, contractual terms or
relationship management could impact the Company’s ability to source products (both national brand and control
brand products), to have products available for customers, to market to customers or to operate efficiently and
effectively. Disruption in services from suppliers could interrupt the delivery of merchandise to stores or customers,
which in turn could adversely affect the operations or financial performance of the Company.

PC Bank uses third party service providers to process credit card transactions, operate call centres and
operationalize certain risk management strategies for the PC* Mastercard®and PC Money Account. A significant
disruption in the services provided by third party service providers could adversely affect the financial performance
of PC Bank and the Company.

The Company has outsourced certain administrative functions of its business to service providers including account
payments, payroll services, IT support, investment management and custodial relationships, and benefit plan
administration. Any disruption in the services provided by these suppliers could adversely affect the return on
these assets or liquidity of the Company.

Franchisee Relationships The Company has entered into agreements with third party franchisees that permit the
franchisees to own and operate retail stores in accordance with prescribed procedures and standards.

A substantial portion of the Company’s revenues and earnings comes from amounts paid by franchisees in
connection with their store operations and leased property. Franchisees are independent operators and their
operations may be negatively affected by factors beyond the Company’s control. If franchisees do not operate their
stores in accordance with the Company’s standards or otherwise in accordance with good business practices,
franchisee fees and rent paid to the Company could be negatively affected, which in turn could adversely affect the
Company’s reputation, operations or financial performance. In addition, the Company’s reputation could be harmed
if a significant number of franchisees were to experience operational failures, health and safety exposures or were
unable to pay the Company for products, fees or rent.

The Company’s franchise system is also subject to franchise legislation enacted by a number of provinces. Any
new legislation or failure to comply with existing legislation could adversely affect operations and could add
administrative costs and burdens, any of which could affect the Company’s relationship with its franchisees.

Supply chain or system changes by the Company could cause or be perceived to cause disruptions to franchised
store operations and could result in negative effects on the financial performance of franchisees. Relationships with
franchisees could pose significant risks if they are disrupted, which could adversely affect the reputation,
operations or financial performance of the Company.
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11.2 Financial Risks and Risk Management

The Company is exposed to a number of financial risks, including those associated with financial instruments, which
have the potential to affect its operating and financial performance. The Company uses over-the-counter derivative
instruments to offset certain of these risks. Policies and guidelines prohibit the use of any derivative instrument for
trading or speculative purposes. The fair value of derivative instruments is subject to changing market conditions
which could adversely affect the financial performance of the Company.

The following is a summary of the Company’s financial risks which are discussed in detail below:

Liquidity Credit
Commodity Prices Interest Rates
Currency Exchange Rates Credit Ratings

Liquidity Liquidity risk is the risk that the Company is unable to generate or obtain sufficient cash or its equivalents
in a cost effective manner to fund its obligations as they come due. The Company is exposed to liquidity risk
through, among other areas, PC Bank, which requires a reliable source of funding for its credit card business.

PC Bank relies on its securitization programs, demand deposits from customers and the acceptance of guaranteed
investment certificate deposits to fund the receivables of its credit cards. The Company would experience liquidity
risks if it fails to maintain appropriate levels of cash and short-term investments, is unable to access sources of
funding or fails to appropriately diversify sources of funding. If any of these events were to occur, they could
adversely affect the financial performance of the Company.

Liquidity risk is mitigated by maintaining appropriate levels of cash and cash equivalents and short term
investments, actively monitoring market conditions, and by diversifying sources of funding, including the
Company’s committed credit facilities, and maintaining a well diversified maturity profile of debt and capital
obligations.

Commodity Prices The Company is exposed to increases in the prices of commodities in operating its stores and
distribution networks, as well as to the indirect effect of changing commodity prices on the price of consumer
products. Rising commodity prices could adversely affect the financial performance of the Company. To manage a
portion of this exposure, the Company uses purchase commitments and derivative instruments in the form of
exchange traded futures contracts and forward contracts to minimize cost volatility related to commodities.

Currency Exchange Rates The Company is exposed to foreign currency exchange rate variability, primarily on its
U.S. dollar denominated purchases in trade payables and other liabilities. A depreciating Canadian dollar relative to
the U.S. dollar will have a negative impact on year-over-year changes in reported operating income and net
earnings, while an appreciating Canadian dollar relative to the U.S. dollar will have the opposite impact. To manage
a portion of this exposure, the Company uses derivative instruments in the form of futures contracts and forward
contracts to minimize cost volatility related to foreign exchange.

Credit The Company is exposed to credit risk resulting from the possibility that counterparties could default on
their financial obligations to the Company, including derivative instruments, cash and cash equivalents, short term
investments, security deposits, PC Bank’s credit card receivables, finance lease receivable, pension assets held in
the Company’s defined benefit plans and accounts receivable, including amounts due from government and third-
party drug plans arising from prescription drug sales, independent accounts and amounts owed from vendors.
Failure to manage credit risk could adversely affect the financial performance of the Company.

The risk related to derivative instruments, cash and cash equivalents and short term investments is reduced by
policies and guidelines that require that the Company enters into transactions only with counterparties or issuers
that have a minimum long term “A-” credit rating from a recognized credit rating agency and place minimum and
maximum limits for exposures to specific counterparties and instruments.

PC Bank manages its credit card receivable risk by employing stringent credit scoring techniques, actively
monitoring the credit card portfolio and reviewing techniques and technology that can improve the effectiveness of
the collection process. In addition, these receivables are dispersed among a large, diversified group of credit card
customers.

Finance lease receivable and accounts receivable, including amounts due from governments and third-party drug
plans arising from prescription drug sales, independent accounts and amounts owed from vendors and tenants, are
actively monitored on an ongoing basis and settled on a frequent basis in accordance with the terms specified in
the applicable agreements.
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Interest Rates The Company is exposed to interest rate risk from fluctuations in interest rates on its floating rate
debt and from the refinancing of existing financial instruments. An increase in interest rates could adversely affect
the operations or financial performance of the Company. The Company manages interest rate risk by monitoring
the respective mix of fixed and floating rate debt and by taking action as necessary to maintain an appropriate
balance considering current market conditions, with the objective of maintaining the majority of its debt at fixed
interest rates.

Credit Ratings Credit ratings assigned to the Company and any of its securities may be changed at any time based
on the judgment of the credit rating agencies and may also be impacted by a change in the credit rating of Weston,
Choice Properties Real Estate Investment Trust (“Choice Properties”) and their respective affiliates. In addition, the
Company, Weston, Choice Properties and their respective affiliates may incur additional indebtedness in the future,
which could impact current and future credit ratings. A reduction in credit ratings could materially adversely affect
the market value of the Company’s outstanding securities and the Company’s access to and cost of financing.

12. Related Party Transactions

The Company’s controlling shareholder is Weston, which owns, directly and indirectly, 618,657,687 of the
Company’s common shares, representing approximately 52.6% of the Company’s outstanding common shares.
Galen G. Weston beneficially owns or controls, directly and indirectly, including through Wittington Investments,
Limited (“Wittington”), a total of 225,794,884 of Weston’s common shares, representing approximately 59.5% of
Weston’s outstanding common shares. Galen G. Weston also beneficially owns 2,362,544 of the Company’s
common shares, representing approximately 0.2% of the Company’s outstanding common shares.

Weston is the controlling shareholder of Choice Properties. Therefore, Choice Properties is a related party by virtue
of common control. As at January 3, 2026, Weston’s ownership interest in Choice Properties was approximately
61.7% (December 28, 2024 — 61.7%). The Company is Choice Properties’ largest tenant, representing approximately
57.7% (December 28, 2024— 57.7%) of Choice Properties’ rental revenue as at January 3, 2026.

Transactions with Related Parties
Transaction Value

(millions of Canadian dollars) 2025 2024
Operating income
Transactions with Weston and Wittington
Cost sharing agreements with Weston® $ 57 | $ 56
Net administrative services provided by Weston( 21 23
Lease payments to Wittington 1 1
Transactions with Choice Properties
Lease payments to Choice Properties $ 836 | $ 797
Site intensification payments received from Choice Properties (5) (4)
Equity transactions with Weston
Dividends declared on common shares $ 345 | $ 319

() The Company and Weston have each entered into certain contracts with third parties for administrative and corporate services, including
telecommunication services and IT related matters on behalf of itself and the related party. Through cost sharing agreements that have been
established between the Company and Weston concerning these costs, the Company has agreed to be responsible to Weston for the
Company’s proportionate share of the total costs incurred.

(i) The Company and Weston have entered into an agreement whereby certain administrative services are provided by one party to the other.
The services to be provided under this agreement include those related to commodity management, information systems, risk management,
treasury, certain accounting functions and legal. Payments are made quarterly based on the actual costs of providing these services. Where
services are provided on a joint basis for the benefit of the Company and Weston together, each party pays the appropriate proportion of
the costs.

(iii) During 2025, lease payments paid to Choice Properties included base rent of $575 million (2024 — $548 million) and operating expenses of
$261 million (2024 — $249 million).
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The net balances due to (from) related parties are comprised as follows:

As at As at
(millions of Canadian dollars) January 3, 2026 December 28, 2024
Weston® $ 1" |$ 97
Choice Properties (11) (16)

(i) Balances relate to trade payables and other liabilities due to Weston, including dividends declared on common shares, net of receivables
from Weston.

Other Transactions and Agreements with Choice Properties

Strategic Alliance Agreement The Strategic Alliance Agreement established on the initial public offering (“IPO”) of
Choice Properties creates a series of rights and obligations between Choice Properties and the Company, intended
to establish a preferential and mutually beneficial business and operating relationship. The Strategic Alliance
Agreement will expire on the earlier of July 5, 2033 or the date on which Weston and its affiliates own less than
50% effective interest in Choice Properties (on a fully diluted basis).

Commitments The following is a summary of the Company’s future undiscounted contractual lease payments to
Choice Properties:

As at As at

Payments due by year January 3, 2026 December 28, 2024

(millions of Canadian dollars) 2026 2027 2028 2029 2030 Thereafter Total Total
Lease payments $ 607 $ 589 % 487 $ 447 $ 338 $ 1245 | $ 3713 | $ 3,838

Sale and Leaseback Transactions with Choice Properties During 2025, the Company sold two properties (2024
— one property) to Choice Properties for proceeds of $215 million (2024 — $38 million) and recognized a gain of
$29 million (2024 — gain of $14 million). During 2024, the Company also sold four properties to a joint arrangement
between a third party and Choice Properties for proceeds of $278 million and recognized a gain of $40 million. All
(2024 - all) of these properties were leased back by the Company (see note 27 “Leases" of the Company’s
Consolidated Financial Statements).

Other Transactions

Venture Fund During 2020, Loblaw, Weston, and a wholly owned subsidiary of Wittington became limited partners
in a limited partnership formed by Wittington (“Venture Fund 1”). A wholly owned subsidiary of Wittington is the
general partner of the Venture Fund, which hired an external fund manager to oversee it. The purpose of the
Venture Fund | is to pursue venture capital investing in innovative businesses that are in technology-oriented
companies at all stages of the start-up life cycle that operate in commerce, healthcare, and food sectors and are
based in North America. Each of the three limited partners have 33% interest in the Venture Fund I. The Company
has a total capital commitment of $33 million over a 10-year period.

During 2022, Loblaw became a limited partner in another limited partnership formed by Wittington (“Venture Fund
II"). A wholly owned subsidiary of Wittington is also the general partner of Venture Fund Il, and the purpose of
Venture Fund Il is consistent with Venture Fund |I. The Company has a 50% interest in Venture Fund Il and has a
total capital commitment of $60 million over a 10-year period.

Post-Employment Benefit Plans The Company sponsors a number of post-employment plans, which are related
parties. Contributions made by the Company to these plans are disclosed in note 24 “Post-Employment Benefits".

Income Tax Matters From time to time, the Company, Weston, and its affiliates may enter into agreements to make
elections that are permitted or required under applicable income tax legislation with respect to affiliated
corporations.

Key Management Personnel The Company’s key management personnel are comprised of the Board and certain
members of the executive team of the Company, as well as both the Board and certain members of the executive

team of Weston and Wittington to the extent that they have the authority and responsibility for planning, directing

and controlling the day-to-day activities of the Company.
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Compensation of Key Management Personnel Annual compensation of key management personnel that is
directly attributable to the Company was as follows:

(millions of Canadian dollars) 2025 2024
Salaries, director fees and other short term employee benefits $ 10 | $ 10
Equity-based compensation 13 8
Total compensation $ 23 [ $ 18

Other transactions with related parties, as defined by IFRS Accounting Standards, were not significant during the
year.

13. Critical Accounting Estimates and Judgments

The preparation of the consolidated financial statements requires management to make estimates and judgments
in applying the Company’s accounting policies that affect the reported amounts and disclosures made in the
consolidated financial statements and accompanying notes.

Within the context of the 2025 Annual Report, a judgment is a decision made by management in respect of the
application of an accounting policy, a recognized or unrecognized financial statement amount and/or note
disclosure, following an analysis of relevant information that may include estimates and assumptions. Estimates and
assumptions are used mainly in determining the measurement of balances recognized or disclosed in the
consolidated financial statements and are based on a set of underlying data that may include management’s
historical experience, knowledge of current events and conditions and other factors that are believed to be
reasonable under the circumstances. Management continually evaluates the estimates and judgments it uses.

The following are the accounting policies subject to judgments and key estimation uncertainty that the Company
believes could have the most significant impact on the amounts recognized in the consolidated financial
statements.

13.1 Consolidation

Judgments Made in Relation to Accounting Policies Applied The Company uses judgment in determining the
entities that it controls and therefore consolidates. The Company controls an entity when the Company has the
existing rights that give it the current ability to direct the activities that significantly affect the entity’s returns. The
Company consolidates all of its wholly owned subsidiaries. Judgment is applied in determining whether the
Company controls the entities in which it does not have ownership rights or does not have full ownership rights.
Most often, judgment involves reviewing contractual rights to determine if rights are participating (giving power
over the entity) or protective rights (protecting the Company’s interest without giving it power).

13.2 Inventories

Key Estimations Inventories are carried at the lower of cost and net realizable value which requires the Company
to utilize estimates related to fluctuations in shrink, future retail prices, the impact of vendor rebates on cost,
seasonality and costs necessary to sell the inventory.
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13.3 Impairment of Non-Financial Assets (Goodwill, Intangible Assets, Fixed Assets and Right-of-Use Assets)

Judgments Made in Relation to Accounting Policies Applied The Company uses judgment in determining cash
generating units (“CGUs”) for the purpose of testing fixed assets, right-of-use assets and intangible assets for
impairment. Judgment is also used to determine the goodwill CGUs for the purpose of testing goodwill for
impairment. The Company has determined that each retail location is a separate CGU. Intangible assets are
allocated to the CGUs (or groups of CGUs) to which they relate. Goodwill is allocated to CGUs (or groups of CGUs)
based on the level at which management monitors goodwill, which cannot be higher than an operating segment.
The allocation of goodwill is made to CGUs (or groups of CGUs) that are expected to benefit from the synergies
and future growth of the business combination from which they arose. In addition, judgment is used to determine
whether a triggering event has occurred requiring an impairment test to be completed. In applying this judgment
management considers profitability of the CGU and other qualitative factors.

Key Estimations In determining the recoverable amount of a CGU or a group of CGUs, various estimates are
employed. The Company determines fair value less costs to sell using such estimates as market rental rates for
comparable properties, discount rates and capitalization rates. The Company determines value in use by using
estimates including projected future sales and earnings, and discount rates consistent with external industry
information reflecting the risk associated with the specific cash flows.

13.4 Impairment of Credit Card Receivables

Judgments Made in Relation to Accounting Policies Applied and Key Estimations In each stage of the expected
credit loss (“ECL”) model, impairment is determined based on the probability of default, loss given default, and
expected exposures at default on drawn and undrawn exposures on credit card receivables. The application of the
ECL model requires management to apply the following significant judgments, assumptions and estimations:

¢ Movement of impairment measurement between the three stages of the ECL model, based on the assessment
of the increase in credit risks on credit card receivables. The assessment of changes in credit risks includes
qualitative and quantitative factors of the accounts, such as historical credit loss experience and external credit
scores;

e Thresholds for significant increase in credit risk based on changes in probability of default over the expected
life of the instrument relative to initial recognition; and

e Forecasts of future economic conditions, namely the unemployment rate. Management uses an average of
unemployment rate forecasts published by major Canadian Chartered Banks and the Conference Board of
Canada to establish the base case scenario and other representative ranges of possible forecast scenarios.

13.5 Customer Loyalty Awards Program

Key Estimations The Company defers revenue at the time the award is earned by members based on the relative
fair value of the award. The relative fair value is determined by allocating consideration between the fair value of
the loyalty awards earned by members, net of breakage, and the goods and services on which the awards were
earned, based on their relative stand-alone selling price. The estimated fair value per point for the PC Optimum
loyalty program is determined based on the program reward schedule and is $1 for every 1,000 points earned. The
breakage rate of the program is an estimate of the amount of points that will never be redeemed. The rate is
reviewed on an ongoing basis and is estimated utilizing historical redemption activity and anticipated earn and
redeem behaviour of members. In 2024, the Company recorded a charge of $129 million related to the revaluation
of the loyalty liability for outstanding points.

13.6 Income and Other Taxes

Judgments Made in Relation to Accounting Policies Applied The calculation of current and deferred income taxes
requires management to make certain judgments including expectations about future operating results, the timing
and reversal of temporary differences, and the interpretation of tax rules in jurisdictions where the Company
performs activities. Where the amount of tax payable or recoverable is uncertain, the Company establishes
provisions based on the most likely amount of the liability or recovery.
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13.7 Segment Information

Judgments Made in Relation to Determining the Aggregation of Operating Segments The Company uses
judgment in assessing the criteria used to determine the aggregation of operating segments. The Retail reportable
operating segment consists of several operating segments comprised primarily of food retail and Associate-owned
drug stores, and also includes in-store pharmacies and healthcare services and other health and beauty products,
apparel and other general merchandise. The Company has aggregated its retail operating segments on the basis
of their similar economic characteristics, customers and nature of products. This similarity in economic
characteristics reflects the fact that the Company’s retail operating segments operate primarily in Canada and are
therefore subject to the same economic market pressures and regulatory environment. The Company’s retail
operating segments are subject to similar competitive pressures such as price and product innovation and
assortment from existing competitors and new entrants into the marketplace. The similar economic characteristics
also include the provision of centralized, common functions such as marketing and information technology (“IT”)
across all retail operating segments.

The retail operating segments’ customer profile is primarily individuals who are purchasing goods for their own or
their family’s personal needs and consumption. The nature of products and the product assortment sold by each of
the retail operating segments is also similar and includes grocery, pharmaceuticals, cosmetics, electronics and
housewares. The aggregation of the retail operating segments reflects the nature and financial effects of the
business activities in which the Company engages and the economic environment in which it operates. Therefore,
there is only one reportable segment and no additional segment information is reported.

13.8 Provisions

Judgments made in Relation to Accounting Policies Applied and Key Estimations The recording of provisions
requires management to make certain judgments regarding whether there is a present legal or constructive
obligation as a result of a past event, it is probable that the Company will be required to settle the obligation and if
a reliable estimate of the amount of the obligation can be made. The Company has recorded provisions primarily in
respect of self-insurance and legal claims. The Company reviews the merits, risks and uncertainties of each
provision, based on current information, and the amount expected to be required to settle the obligation. Provisions
are reviewed on an ongoing basis and are adjusted accordingly when new facts and events become known to the
Company.

13.9 Leases

Judgments Made in Relation to Accounting Policies Applied Management exercises judgment in determining
the appropriate lease term on a lease by lease basis. Management considers all facts and circumstances that
create an economic incentive to exercise a renewal option or to not exercise a termination option including
investments in major leaseholds, store performances, past business practice and the length of time remaining
before the option is exercisable. The periods covered by renewal options are only included in the lease term if
management is reasonably certain to renew. Management considers reasonably certain to be a high threshold.
Changes in the economic environment or changes in the retail industry may impact management’s assessment of
lease terms, and any changes in management’s estimate of lease terms may have a material impact on the
Company’s consolidated balance sheets and statements of earnings.

Key Estimations In determining the carrying amount of right-of-use assets and lease liabilities, the Company is
required to estimate the incremental borrowing rate specific to each leased asset or portfolio of leased assets if
the interest rate implicit in the lease is not readily determined. Management determines the incremental borrowing
rate using a base risk-free interest rate estimated by reference to the Government of Canada bond yield with an
adjustment that reflects the Company’s credit rating, the security, lease term and value of the underlying leased
asset, and the economic environment in which the leased asset operates. The incremental borrowing rates are
subject to change due to changes in the business and macroeconomic environment.
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14. Accounting Standards
14.1 Future Accounting Standards and Amendments

Amendments to IFRS 9 and IFRS 7 In May 2024, amendments to IFRS 9, “Financial Instruments” (“IFRS 9”) and
IFRS 7, “Financial Instruments: Disclosures” (“IFRS 7”) were issued. The amendments clarify the timing of
recognition and derecognition for a financial asset or financial liability, including clarifying that a financial liability is
derecognized on the settlement date. In addition to these clarifications, the amendments introduce an accounting
policy choice to derecognize financial liabilities settled using an electronic payment system before the settlement
date, if specific conditions are met. Also included in the amendments, are clarifications regarding the classification
of financial assets, including those with features linked to environmental, social and corporate governance. Under
the amendments, additional disclosures are required for financial instruments with contingent features and
investments in equity instruments classified at fair value through other comprehensive income. These amendments
are effective for annual reporting periods beginning on or after January 1, 2026. The adoption is not expected to
have a material impact on the Company’s consolidated financial statements.

Amendments to IFRS 9 and IFRS 7 In December 2024, amendments to IFRS 9 and IFRS 7 were issued to enhance
the transparency of nature-dependent electricity contracts. The amendments allow a company to apply an own-use
exemption to certain power purchase agreements if certain requirements are met. The amendments require further
disclosure where an own-use exemption is applied regarding the contractual features exposing the company to
variability in electricity volume and risk of oversupply, unrecognized contractual commitments and the effect of the
contracts on an entity’s financial performance. The amendments are effective for annual reporting periods
beginning on or after January 1, 2026. The adoption is not expected to have a material impact on the Company’s
consolidated financial statements.

IFRS 18, “Presentation and Disclosure in Financial Statements” ("IFRS 18"), has been issued to achieve
comparability of the financial performance of similar entities. The standard, which replaces International Accounting
Standard 1, “Presentation of Financial Statements” (“IAS 17), impacts the presentation of primary financial statements
and notes, mainly the income statement where companies will be required to present separate categories of
income and expense for operating, investing, and financing activities with prescribed subtotals for each new
category. IFRS 18 will require management-defined performance measures to be explained and included in a
separate note within the consolidated financial statements. The standard is effective for annual reporting periods
beginning on or after January 1, 2027, including interim financial statements, and requires retrospective application.
The Company is currently assessing the impact of the new standard.

15. Strategic Update and Outlook®

Strategic Update Loblaw’s portfolio of businesses remains strong and well-positioned as the combination of
everyday value offerings, PC Optimum loyalty rewards and impactful promotions continue to drive consumers to its
banners, in search for value, quality, service and convenience. The Company’s best in class assets continue to
meet customers’ everyday needs for food, health and wellness — supporting Loblaw’s purpose: helping Canadians
Live Life Well. The Company will continue to focus on three strategic pillars in 2026: delivering retail excellence;
driving growth; and investing for the future.

Retail Excellence Loblaw creates value through disciplined execution of core retail operations and by leveraging
its scale and strategic assets. This retail excellence is underpinned by process and efficiency initiatives and helps
grow sales, optimize gross margins, and reduce operating costs. The Company remains focused on strategic
procurement opportunities to deliver reliability, improve product selection and drive economies of scale across its
grocery and pharmacy network. Leveraging its customer loyalty program and more than one billion customer
transactions across food, pharmacy, apparel, and financial services, Loblaw will increase its promotional
effectiveness while delivering personalized value and unmatched service to Canadians. Management’s clear
commitment to food and drug retail excellence, together with a sense of urgency, is focused on delivering
consistent strong operational and financial performance.
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Driving Growth Loblaw continues to invest in targeted growth areas to further evolve and differentiate its portfolio
of assets and generate competitive advantage. A differentiator and area of focus is Loblaw’s ability to digitally
engage customers with a suite of proprietary assets — Loblaw Digital (including PC Express™), Loblaw Advance™,
and PC Optimum, Canada’s strongest loyalty program. The Company will focus on enhancing these platforms
across each of its businesses, improving the customer experience and functionality. In particular, the Company’s
PC Optimum loyalty program continues to evolve, with more meaningful personalized offers, and more effective
promotions, all toward strengthening the loyalty loop and increasing the share of customer wallet. The Company is
also evolving and tailoring its store network to better serve customers. In 2025, the Company opened 77 new food
and drug retail locations, and added 97 new pharmacy care clinics across Canada, driving sales growth across its
divisions.

Investing For The Future Loblaw will continue to make capital investments towards the modernization and
automation of its supply chain, including investments in building its logistics as a service capabilities, and the
expansion of its retail network, including the expansion of its T&T banner into the United States. Loblaw will
continue to invest in its Connected Healthcare strategy with the goal of growing its healthcare ecosystem by
connecting patients and providers through an unmatched network of pharmacies, healthcare professionals and
technology solutions. Pharmacies will play an increasing role in the delivery of healthcare services to Canadians
through expanded scope of practice changes and the expansion of pharmacist care clinics. In 2026, Loblaw plans
to further invest in its network by opening approximately 70 new food and drug stores, and 30 new pharmacy care
clinics. In 2025, the Company completed migrating operations to its 1.2 million square foot, multi-temperature, fully
automated distribution centre in East Gwillimbury, Ontario and began construction of a similar fully automated
facility in Caledon, Ontario. Together these investments reflect the Company’s continued drive to advance its
supply chain to better serve customers and meet their evolving needs.

Outlook® Loblaw will remain focused on retail excellence while advancing its growth initiatives with the goal of
delivering consistent operational and financial results in 2026. The Company’s businesses remain well positioned
to meet the everyday needs of Canadians. The Company cannot predict the timing of the closing of the sale of PC
Financial, and its impact on the Company’s financial results. In 2026, excluding this impact, and the 53rd week
impact in 2025, the Company expects:

* its Retail business to grow earnings faster than sales;
e adjusted net earnings per common sharel growth in the high single-digits;

e to continue investing in our store network and distribution centres by investing approximately $2.4 billion in
gross capital expenditures; and

e to return capital to shareholders by allocating a significant portion of free cash flow to share repurchases.
16. Non-GAAP and Other Financial Measures

The Company uses the following non-GAAP and other financial measures and ratios: Adjusted earnings before
income taxes, net interest expense and other financing charges and depreciation and amortization (“adjusted
EBITDA”); adjusted EBITDA margin; adjusted operating income; adjusted net interest expense and other financing
charges; adjusted income taxes; adjusted effective tax rate; adjusted net earnings available to common
shareholders; adjusted diluted net earnings per common share; revenue (including retail and PC Financial); free
cash flow; debt to adjusted EBITDA,; adjusted return on equity; adjusted return on capital; and same-store sales.
The Company believes these non-GAAP and other financial measures and ratios provide useful information to both
management and investors in measuring the financial performance and financial condition of the Company for the
reasons outlined below.

Management uses these and other non-GAAP and other financial measures to exclude the impact of certain
expenses and income that must be recognized under GAAP when analyzing underlying consolidated operating
performance, as the excluded items are not necessarily reflective of the Company’s underlying operating
performance and make comparisons of underlying financial performance between periods difficult. The Company
adjusts for these items if it believes doing so would result in a more effective analysis of underlying operating
performance. The exclusion of certain items does not imply that they are non-recurring.

These measures do not have a standardized meaning prescribed by GAAP and therefore they may not be
comparable to similarly titled measures presented by other publicly traded companies and should not be construed
as an alternative to other financial measures determined in accordance with GAAP.
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As a result of the announcement of the sale of PC Financial, the results of PC Financial, net of intersegment
eliminations, are presented separately as discontinued operations in the Company’s current and comparative
results. Unless otherwise indicated, all financial information represents the Company’s results from continuing

operations (Retail).

Adjusted Operating Income, Adjusted EBITDA and Adjusted EBITDA Margin The following tables reconcile

adjusted operating income and adjusted EBITDA to operating income, which is reconciled to net earnings

attributable to shareholders of the Company from continuing operations as reported in the consolidated statements
of earnings for the periods ended as indicated. The Company believes that adjusted EBITDA is useful in assessing
the performance of its ongoing operations and its ability to generate cash flows to fund its cash requirements,

including the Company’s capital investment program.

Adjusted EBITDA margin is calculated as adjusted EBITDA divided by revenue.

2025 2024
(13 weeks) (12 weeks)
For the periods ended January 3, 2026 and December 28, 2024
(millions of Canadian dollars) Total Total
Net earnings attributable to shareholders of the Company from continuing
operations $ 611 459
Add (deduct) impact of the following:
Non-controlling interests (7) (1
Net interest expense and other financing charges 173 162
Income taxes 357 173
Operating income $ 1,134 793
Add (deduct) impact of the following:
Loss (gain) on sale of non-operating properties $ 1 (3)
Amortization of intangible assets acquired with Shoppers Drug Mart and Lifemark 10 15
Sale of PC Financial 10 —
Fair value adjustment on non-operating properties 4 3
Fair value adjustment on fuel and foreign currency contracts 3 —
PC Optimum loyalty program — 99
Sale of Wellwise — 23
Adjusting items $ 38 237
Adjusted operating income $ 1,172 1,030
Depreciation and amortization 613 680
Less: Amortization of intangible assets acquired with Shoppers Drug Mart and
Lifemark (10) (115)
Adjusted EBITDA $ 1,775 1,595
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2025 2024
(53 weeks) (52 weeks)
For the years ended January 3, 2026 and December 28, 2024
(millions of Canadian dollars) Total Total
Net earnings attributable to shareholders of the Company from
continuing operations $ 2531 | $ 1,956
Add impact of the following:
Non-controlling interests A 104
Net interest expense and other financing charges 742 683
Income taxes 1,080 731
Operating income $ 4424 | $ 3,474
Add (deduct) impact of the following:
Amortization of intangible assets acquired with Shoppers Drug Mart and Lifemark | $ 149 $ 499
Wind-down of Theodore & Pringle optical business 30 —
Sale of PC Financial 10 —
Fair value adjustment on non-operating properties 4 3
Fair value adjustment on fuel and foreign currency contracts 3 (5)
Charges related to settlement of class action lawsuits — 164
PC Optimum loyalty program — 99
Gain on sale of non-operating properties (2) (3)
Sale of Wellwise (5) 23
Adjusting items $ 189 | $ 780
Adjusted operating income $ 4613 | $ 4,254
Depreciation and amortization 2,692 2,918
Less: Amortization of intangible assets acquired with Shoppers Drug Mart
and Lifemark (149) (499)
Adjusted EBITDA $ 7156 | $ 6,673
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Adjusted EBITDA was impacted by the following:

Amortization of intangible assets acquired with Shoppers Drug Mart and Lifemark The acquisition of
Shoppers Drug Mart in 2014 included approximately $6,050 million of definite life intangible assets, which are
being amortized over their estimated useful lives. In 2024, the annual amortization associated with the acquired
intangibles was $479 million and decreased to $132 million in 2025. Annual amortization will be approximately
$30 million in 2026 and thereafter.

The acquisition of Lifemark in 2022 included approximately $299 million of definite life intangible assets, which are
being amortized over their estimated useful lives.

Wind-down of Theodore & Pringle optical business In the third quarter of 2025, the Company entered into an
agreement with Specsavers to open Specsavers locations in select Loblaw grocery stores nationwide, resulting in
the wind-down of the Theodore & Pringle optical business operations. Accordingly, the Company recorded charges
of $30 million in SG&A, primarily related to the write-down of optical equipment, labour and other closure costs.

Sale of PC Financial In the fourth quarter of 2025, the Company recorded transaction and other related costs of
$10 million in connection with the Sale of PC Financial.

Fair value adjustment on non-operating properties The Company measures non-operating properties, which are
investment properties and assets held for sale that were transferred from investment properties, at fair value.
Under the fair value model, non-operating properties are initially measured at cost and subsequently measured at
fair value. Fair value using the income approach include assumptions as to market rental rates for properties of
similar size and condition located within the same geographical areas, recoverable operating costs for leases with
tenants, non-recoverable operating costs, vacancy periods, tenant inducements and terminal capitalization rates.
Gains and losses arising from changes in the fair value are recognized in operating income in the period in which
they arise.

Fair value adjustment on fuel and foreign currency contracts The Company is exposed to commodity price and
U.S. dollar exchange rate fluctuations. In accordance with the Company’s commodity risk management policy, the
Company enters into exchange traded futures contracts and forward contracts to minimize cost volatility relating to
fuel prices and the U.S. dollar exchange rate. These derivatives are not acquired for trading or speculative
purposes. Pursuant to the Company’s derivative instruments accounting policy, changes in the fair value of these
instruments, which include realized and unrealized gains and losses, are recorded in operating income. Despite the
impact of accounting for these commodity and foreign currency derivatives on the Company’s reported results, the
derivatives have the economic impact of largely mitigating the associated risks arising from price and exchange
rate fluctuations in the underlying commodities and U.S. dollar commitments.

Charges related to settlement of class action lawsuits On July 24, 2024, the Company and Weston entered into
binding Minutes of Settlement and on January 31, 2025, the Company and Weston entered into a Settlement
Agreement to resolve nationwide class action lawsuits against them relating to their role in an industry-wide price-
fixing arrangement involving certain packaged bread products. In the second quarter of 2024, charges of

$164 million were recorded in SG&A, relating to the Company’s portion of the total settlement and related costs.
The Settlement Agreement was approved by the Ontario Superior Court of Justice in May 2025 and the Quebec
Superior Court in July 2025.

PC Optimum loyalty program In the fourth quarter of 2024, the Company recorded a charge of $129 million, of
which $99 million was recorded in the results of continuing operations and $30 million was recorded in the results
of discontinued operations.This charge represents the revaluation of the loyalty liability for outstanding points,
reflecting higher PC Optimum member participation and higher redemption rates.

Loss (gain) on sale of non-operating properties In the fourth quarter of 2025, the Company recorded a loss
related to the sale of non-operating properties to a third party of $11 million (2024 — gain of $3 million). Year-to-
date, the Company recorded a gain related to the sale of non-operating properties of $2 million (2024 — $3 million).

Sale of Wellwise In the fourth quarter of 2024, the Company entered into an agreement with a third party to sell all
of the shares of its Wellwise business, including 42 Wellwise locations, for cash proceeds and recorded a net fair
value write-down of $23 million in SG&A. The transaction closed in the first quarter of 2025 and the Company
recorded a gain of $5 million in SG&A.
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Adjusted Operating Income from Discontinued Operations, Total Company Adjusted Operating Income,
Adjusted EBITDA from Discontinued Operations, Total Company Adjusted EBITDA and Total Company
Adjusted EBITDA Margin The following tables reconcile adjusted operating income and adjusted EBITDA from
discontinued operations and on a total Company basis to operating income from discontinued operations and Total
Company, which is reconciled to net earnings attributable to shareholders of the Company from discontinued
operations as reported in the notes to the consolidated financial statements for the periods ended as indicated.
The Company believes that adjusted EBITDA from discontinued operations and on a total Company basis is useful
in assessing the performance of its total Company and discontinued operations and its ability to generate cash
flows to fund its cash requirements, including the Company’s capital investment program.

Total Company adjusted EBITDA margin is calculated as total Company adjusted EBITDA divided by revenue
(including Retail and PC Financial).

2025 2024
(13 weeks) (12 weeks)
For the periods ended January 3, 2026 and December 28, 2024
(millions of Canadian dollars) Total Total
Net earnings attributable to shareholders of the Company from
discontinued operations $ 45 | $ 10
Add impact of the following:
Net interest expense and other financing charges 39 37
Income taxes 20 12
Operating income from discontinued operations $ 104 $ 59
Add (deduct) impact of the following:
PC Optimum loyalty program — 30
Recovery related to PC Bank commodity tax matter - —
Adjusting items $ - 1% 30
Adjusted operating income from discontinued operations $ 104 | $ 89
Adjusted operating income (refer to table above) 1,172 1,030
Total Company adjusted operating income $ 1,276 | $ 1,119
Adjusted operating income from discontinued operations $ 104 $ 89
Depreciation and amortization from discontinued operations 6 14
Adjusted EBITDA from discontinued operations $ 10 | $ 103
Adjusted EBITDA (refer to table above) 1,775 1,595
Total Company Adjusted EBITDA $ 1,885 | $ 1,698
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2025 2024
(53 weeks) (52 weeks)
For the years ended January 3, 2026 and December 28, 2024
(millions of Canadian dollars) Total Total
Net earnings attributable to shareholders of the Company from discontinued
operations! $ 136 | $ 215
Add impact of the following:
Net interest expense and other financing charges! 153 138
Income taxes! 46 75
Operating income from discontinued operations® $ 335 | $ 428
Add (deduct) impact of the following:
PC Optimum loyalty program - 30
Recovery related to PC Bank commodity tax matter — (155)
Adjusting items $ - 1% (125)
Adjusted operating income from discontinued operations $ 335 | $ 303
Adjusted operating income (refer to table above) 4,613 4,254
Total Company adjusted operating income $ 4948 | $ 4,557
Adjusted operating income from discontinued operations $ 335 $ 303
Depreciation and amortization from discontinued operations 42 48
Adjusted EBITDA from discontinued operations $ 377 | $ 351
Adjusted EBITDA (refer to table above) 7,156 6,673
Total Company Adjusted EBITDA $ 7533 | $ 7,024

(i) For additional information, see note 5 “Assets Held for Sale and Discontinued Operations” of the Company’s consolidated financial
statements.

In addition to the items described in the adjusted EBITDA® section above, adjusted operating income from
discontinued operations and Total Company adjusted operating income were impacted by the following:

Recovery related to PC Bank commodity tax matter In 2022, the Tax Court of Canada (“Tax Court”) released a
decision relating to PC Bank, a subsidiary of the Company. The Tax Court ruled that PC Bank is not entitled to claim
notional input tax credits for certain payments it made to Loblaws Inc. in respect of redemptions of loyalty points.
PC Bank subsequently filed a Notice of Appeal with the FCA and in March 2024, the matter was heard by the FCA.
In the third quarter of 2024, the FCA released its decision and reversed the decision of the Tax Court. As a result,
PC Bank reversed charges of $155 million, including $111 million initially recorded in 2022. In addition, $10 million
was recorded related to interest income on cash tax refunds.

Adjusted Net Interest Expense and Other Financing Charges The following table reconciles adjusted net interest
expense and other financing charges to net interest expense and other financing charges as reported in the
consolidated statements of earnings for the periods ended as indicated. The Company believes that adjusted net
interest expense and other financing charges is useful in assessing the Company’s underlying financial
performance and in making decisions regarding the financial operations of the business.

For the periods ended January 3, 2026 and December 28, 2024 2025 2024 2025 2024
(millions of Canadian dollars) (13 weeks) (12 weeks) (53 weeks) (52 weeks)
Net interest expense and other financing charges $ 173 | $ 162 | $ 742 | $ 683
Adjusted net interest expense and other

financing charges $ 173 | $ 162 | $ 742 | $ 683
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Adjusted Income Taxes and Adjusted Effective Tax Rate The following table reconciles adjusted income taxes to
income taxes as reported in the consolidated statements of earnings for the periods ended as indicated. The
Company believes that adjusted income taxes is useful in assessing the Company’s underlying operating
performance and in making decisions regarding the ongoing operations of its business.

Adjusted effective tax rate is calculated as adjusted income taxes divided by the sum of adjusted operating income
less adjusted net interest expense and other financing charges.

For the periods ended January 3, 2026 and December 28, 2024 2025 2024 2025 2024
(millions of Canadian dollars except where otherwise indicated) (13 weeks) (12 weeks) (53 weeks) (52 weeks)
Adjusted operating income( $ 1172 $ 1030 $ 4613 $ 4,254
Adjusted net interest expense and other

financing charges® 173 162 742 683
Adjusted earnings before taxes $ 999 $ 868 $ 3,871 $ 357
Income taxes $ 357 $ 173 $ 1,080 $ 731

Add impact of the following:
Tax impact of items included in adjusted

earnings before taxes 7 53 50 196
Deferred tax on outside basis difference - Sale of
PC Financial (107) — (107) —
Adjusted income taxes $ 257 $ 226 $ 1,023 $ 927
Effective tax rate 371% 27.4% 293 % 26.2 %
Adjusted effective tax rate 25.7 % 26.0 % 26.4 % 26.0 %

(i) See reconciliations of adjusted operating income and adjusted net interest expense and other financing charges in the tables above.

(ii) See the adjusted operating income, adjusted EBITDA and adjusted EBITDA margin table and the adjusted net interest expense and other
financing charges table above for a complete list of items included in adjusted earnings before taxes.

Deferred tax on outside basis difference - Sale of PC Financial In the fourth quarter of 2025, the Company
recorded a deferred tax expense of $107 million on temporary differences in respect of the Company’s investment
in PC Financial that are expected to reverse in the foreseeable future.
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Adjusted Net Earnings Available to Common Shareholders From Continuing Operations and Adjusted Diluted
Net Earnings Per Common Share From Continuing Operations The following table reconciles adjusted net
earnings available to common shareholders of the Company from continuing operations and adjusted net earnings
attributable to shareholders of the Company from continuing operations to net earnings attributable to
shareholders of the Company and then to net earnings available to common shareholders of the Company from
continuing operations for the periods ended as indicated. The Company believes that adjusted net earnings
available to common shareholders from continuing operations and adjusted diluted net earnings per common
share from continuing operations are useful in assessing the Company’s underlying operating performance and in
making decisions regarding the ongoing operations of its business.

For the periods ended January 3, 2026 and December 28, 2024 2025 2024 2025 2024
(millions of Canadian dollars except where otherwise indicated) (13 weeks) (12 weeks) (53 weeks) (52 weeks)
Net earnings attributable to shareholders

of the Company $ 656 | $ 469 | $ 2667 | $ 2,171
Net earnings from discontinued operations 45 10 136 215
Net earnings attributable to shareholders of the

Company from continuing operations $ 611 $ 459 | $ 2,531 $ 1,956
Prescribed dividends on preferred shares in

share capital — (3) — (12)
Impact of preferred share redemption - (4) - (4)
Net earnings available to common shareholders

of the Company from continuing operations $ 611 | $ 452 | $ 2531 | $ 1,940
Net earnings attributable to shareholders of the

Company from continuing operations $ 611 | $ 459 | $ 2531 | $ 1,956
Adjusting items (refer to the following table) 138 184 246 584
Adjusted net earnings attributable to shareholders

of the Company from continuing operations $ 749 | $ 643 | $ 2,777 | $ 2,540
Prescribed dividends on preferred shares in

share capital — (3) — (12)
Impact of preferred share redemption — (4) — (4)
Adjusted net earnings available to common

shareholders of the Company from continuing

operations $ 749 | $ 636 | $ 2777 | $ 2,524
Diluted weighted average common shares

outstanding® (millions) 1,188.0 1,217.8 1,199.4 1,234.1
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The following table reconciles adjusted net earnings available to common shareholders of the Company and
adjusted diluted net earnings per common share to net earnings available to common shareholders of the
Company and diluted net earnings per common share for the periods ended as indicated.

2025 2024 2025 2024
(13 weeks) (12 weeks) (53 weeks) (52 weeks)
Net Earnings Diluted Net Earnings Diluted Net Earnings Diluted Net Earnings Diluted
Available to Net Available to Net Available to Net Available to Net
. Common Earnings Common  Earnings Common Earnings Common  Earnings
F(g the psrlo;i; ezrgjzef January 3, 2026 and Shareholders Per Shareholders Per Shareholders Per Shareholders Per
ecember 28, of the Common ofthe Common ofthe Common ofthe  Common
(millions of Canadian dollars/Canadian dollars) Company Share Company  Share® Company Share Company  Share®
Continuing operations $ 611 $051 ($ 452 $ 037 | $ 2531 $ 211 | $ 1940 $ 158
Discontinued operations 45 0.04 10 0.01 136 0.1 215 0.17
As reported $ 656 $0.55 | $ 462 $ 038 | $ 2667 $222 | $ 2155 $ 175
Continuing operations $ 611 $051 ($ 452 $ 037 | $ 2531 $ 211 | $ 1940 $ 158
Add (deduct) impact of the following:
Deferred tax on outside basis difference
related to Sale of PC Financial $ 107 $0.09 | $ - $ — 1| $ 107 $0.09 | $ - % -
Sale of PC Financial 9 0.01 — — 9 0.01 — —
Loss (gain) on sale of non-operating
properties 9 0.01 (3) — (2) — (3) —
Amortization of intangible assets
acquired with Shoppers Drug Mart and
Lifemark 7 0.01 84 0.07 109 0.09 367 0.30
Fair value adjustment on non-operating
properties 3 - 3 — 3 - 3 —
Fair value adjustment on fuel and foreign
currency contracts 3 — — — 3 — (4) —
Wind-down of Theodore & Pringle optical
business — — — 22 0.02 — —
PC Optimum loyalty program - - 7 0.06 - - 71 0.06
Charges related to settlement of class
action lawsuits — — — — — — 121 0.10
Sale of Wellwise — — 29 0.02 (5) — 29 0.01
Adjusting items from continuing operations | $ 138 $ 012 | $ 184 ¢ 015 |$ 246 $021 | $ 584 $ 047
Adjusted continuing operations $ 749 $063 | $ 636 $ 052 | $ 2,777 $232 | $ 2524 $ 205
Discontinued operations $ 45 $0.04 | $ 0% 001 $ 136 $ 011 | $ 215 $ 017
Add (deduct) impact of the following:
PC Optimum loyalty program $ —-—$%$ —-1% 23 $ 002 | $ —$%$ —-1% 23 $ 0.02
Recovery related to PC Bank commodity
tax matter - - — — - - (125)  (0.10)
Adjusting items from discontinued
operations $ —%$ —15 23 $ 002 | $ —$ —|9%$ (102 $(0.08)
Adjusted discontinued operations $ 45 $0.04 | $ 33 $ 003 | $ 136 $ 011 | $ 13 $ 0.09
Adjusted Total Company $ 794 $067 | $ 669 $ 055 | $ 2913 $243 | $ 2637 $ 214
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Revenue (including Retail and PC Financial) The following table reconciles Revenue (including Retail and
PC Financial) to Revenue for the periods ended as indicated. Revenue represents retail revenue, and is primarily

comprised of Food retail and Drug retail sales. The Company believes that Revenue (including Retail and

PC Financial) are useful in assessing the Company’s underlying operating performance.

For the periods ended January 3, 2026 and December 28, 2024 2025 2024
(millions of Canadian dollars except where otherwise indicated) (13 weeks) (12 weeks)
Food retail® $ 11,433 | $ 10,284
Drug retail 4,949 4,441

Pharmacy and healthcare services 2,526 2,230

Front store 2,423 2,21
Revenue $ 16,382 | $ 14,725
PC Financial revenue (discontinued operations) 230 223
Revenue (including Retail and PC Financial) $ 16,612 | $ 14,948

() As aresult of the announcement of the Sale of PC Financial, Food retail sales now includes revenue related to PC Services, primarily
related to sales attributable to The Mobile Shop in the current and comparative period presented, including revenue of $140 million in the

fourth quarter of 2025 (2024 — $146 million).

For the years ended January 3, 2026 and December 28, 2024 2025 2024
(millions of Canadian dollars except where otherwise indicated) (53 weeks) (52 weeks)
Food retail® $ 45,234 | $ 42,503
Drug retail 18,669 17,620

Pharmacy and healthcare services 9,935 9,182

Front store 8,734 8,438
Revenue $ 63,903 | $ 60,123
PC Financial revenue (discontinued operations) o911 891
Revenue (including Retail and PC Financial) $ 64814 | $ 61,014

()  As aresult of the announcement of the Sale of PC Financial, Food retail sales now includes revenue related to PC Services, primarily
related to sales attributable to The Mobile Shop in the current and comparative period presented, including revenue of $353 million in

2025 (2024 — $337 million).
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Impact of the 13th Week and 53rd Week on Fourth Quarter and Fiscal 2025 Results The following tables provide

the Company’s fourth quarter and fiscal 2025 full year highlights both including and excluding the approximate

impact of the 13th week to provide results on a 12-week and 52-week comparable basis, respectively.

For the periods ended January 3, 2026

and December 28, 2024 2025 2025 2024 $Change % Change $ Change % Change
(millions of Canadian dollars except where
otherwise indicated) (13 weeks) (12 weeks) (12 weeks) (13 weeks) (13 weeks) (12 weeks) (12 weeks)
Continuing Operations (Retail)
Revenue $ 16,382 $ 15,244 $ 14,725 $ 1657 13% $ 519 35%
Gross profit? $ 5047 $ 4,730 $ 4554 % 493 108% $ 176 39%
Gross profit %@ 30.8% 31.0% 309%
Operating income $ 1134 $ 1028 $ 793 $ 341 43.0% $ 235 29.6 %
Adjusted EBITDA® $ 1775 $ 1669 $ 1595 $ 180 1n3% $ 74 4.6 %
Adjusted EBITDA margin®@ 10.8 % 10.9 % 10.8 %
Depreciation and amortization | $ 613 % 613 $ 680 $ (67) 9.9% $ (67) (9.9)%
Total Company
Revenue (including Retail and
PC Financial) $ 16,612 $ 15,474 $ 14,948 $ 1,664 1M11% $ 526 35%
Adjusted EBITDA® $ 1885 $ 1779 $ 1,698 $ 187 1"N.0% $ 81 4.8 %
Adjusted EBITDA margin®@ 1.3% 1.5 % 1.4 %
Net earnings available to
common shareholders of
the Company $ 656 $ 581 $ 462 $ 194 420% $ 19 25.8%
Diluted net earnings per
common share® ($) $ 055 $ 049 $ 038 $ 017 447 % $ 0.1 289 %
Adjusted net earnings
available to common
shareholders of the
Company® $ 794 $ 719 $ 669 $ 125 187% $ 50 75 %
Adjusted diluted net earnings
per common share@® ($) $ 067 $ 061 $ 055 $ 012 218% $ 0.06 10.9 %
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For the years ended January 3, 2026 and

December 28, 2024 2025 2025 2024 $Change % Change $ Change % Change
(millions of Canadian dollars except where
otherwise indicated) (53 weeks) (52 weeks) (52 weeks) (53 weeks) (53 weeks) (52 weeks) (52 weeks)
Continuing Operations (Retail)
Revenue $63,903 $62,765 $ 60,123 $ 3,780 63% $ 2642 4.4 %
Gross profit? $20,032 $ 19,715 $ 18,835 $ 1,197 64% $ 880 47 %
Gross profit %? 31.3% 314 % 31.3%
Operating income $ 4424 $ 4318 $ 3474 $ 950 273% $ 844 243 %
Adjusted EBITDA® $ 7156 $ 7,050 $ 6,673 $ 483 72% $ 377 5.6 %
Adjusted EBITDA margin®® 1.2 % 1.2% 1.1%
Depreciation and amortization | $ 2,692 $ 2,692 $ 2918 $ (226) 77% $ (226) (7.7)%
Total Company
Revenue (including Retail and
PC Financial) $ 64,814 $ 63,676 $ 61,014 $ 3,800 62% $ 2662 4.4 %
Adjusted EBITDA® $ 7533 $ 7427 $ 7,024 $ 509 72% $ 403 5.7 %
Adjusted EBITDA margin®® 1.6 % 1.7 % 1.5 %
Net earnings available to
common shareholders of
the Company $ 2667 $ 2,592 $ 2,155 $ 512 238% $ 437 20.3%
Diluted net earnings per
common share® ($) $ 222 $ 216 $ 1.75 $ 0.47 269% $ 0.41 234 %
Adjusted net earnings
available to common
shareholders of the
Company®? $ 2913 $ 2,838 $ 2,637 $ 276 105% $ 201 7.6 %
Adjusted diluted net earnings
per common share®@: ® ($) $ 243 $ 237 $ 214 $ 0.229 136% $ 0.23 10.7 %
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Free Cash Flow The following table reconciles cash flows from operating activities to free cash flow. The Company
believes that free cash flow is the appropriate measure in assessing the Company’s cash available for additional
financing and investing activities.

For the periods ended January 3, 2026 and December 28, 2024 2025 2024 2025 2024
(millions of Canadian dollars) (13 weeks) (12 weeks) (53 weeks) (52 weeks)
Cash flows from operating activities Total Company | $ 2197 | $ 1587 | $ 6264 | $ 5,802
Cash flows from operating activities from

discontinued operations (210) (214) 319 316
Cash flows from operating activities from

continuing operations $ 2,407 | $ 1,801 | $ 5945 | $ 5,486
Less:

Capital investments® 716 619 2,030 2,162

Interest paid 58 51 307 295

Lease payments, net 394 250 1,698 1,488
Free cash flow from continuing operations $ 1,239 | $ 881 | $ 1,910 | $ 1,541
Cash flows from operating activities from

discontinued operations $ (210) | $ 214) | $ 319 | $ 316
Less:

Capital investments 6 9 32 38

Interest paid 53 48 148 148

Lease payments, net - — - —
Free cash flow from discontinued operations $ (269) | $ 7| $ 139 | $ 130
Free cash flow from Total Company $ 970 | $ 610 | $ 2,049 | $ 1,671

(i) Capital investments are the sum of fixed asset purchases and intangible asset additions as presented in the Company’s Consolidated
Statements of Cash Flows, and prepayments transferred to fixed assets in the year. There were no prepayments transferred to fixed assets

for the years ended January 3, 2026 and December 28, 2024.

Debt to Adjusted EBITDA, Adjusted Return on Equity and Adjusted Return on Capital The Company uses the
following metrics to measure its leverage and profitability. The definitions of these ratios are presented below.

e Debt to Adjusted EBITDA Total Company debt, excluding debt related to PC Financial divided by adjusted
EBITDA from continuing operations for the last four quarters. See Section 6.2 “Liquidity and Capital Structure”
of this MD&A.

e Adjusted Return on Equity Adjusted net earnings available to common shareholders of the Company for the
last four quarters divided by average total equity attributable to common shareholders of the Company. See
Section 6.4 “Financial Condition” of this MD&A.

e Adjusted Return on Capital Tax-effected total Company adjusted operating income for the last four quarters
divided by average capital where capital is defined as total Company debt, plus equity attributable to
shareholders of the Company, less cash and cash equivalents, and short term investments, including cash and
cash equivalents and short term investments classified as held for sale. See Section 6.4 “Financial Condition”
of this MD&A.

Same-Store Sales Same-store sales are retail sales for stores in operation in both comparable periods, including
relocated, converted, expanded, contracted or renovated stores. The Company believes this metric is useful in
assessing sales trends excluding the effect of the opening and closure of stores.
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Non-GAAP and Other Financial Measures - Selected Quarterly and Three Year Summary Reconciliations to

GAAP Measures

Adjusted Operating Income and Adjusted EBITDA The following table provides a reconciliation of adjusted
EBITDA to operating income, which is reconciled to GAAP net earnings attributable to shareholders of the
Company from continuing operations reported for the quarters and years ended as indicated.

2025 2024 2023
First Second Third Fourth First Second Third Fourth

(unaudited) Quarter Quarter Quarter Quarter Total Quarter Quarter Quarter Quarter Total Total
(millions of Canadian dollars) (12 ks) (12 ks) (16 ) (13 ) (53 (12 weeks) (12 weeks) (16 weeks) (12 weeks) (52 weeks) (52 weeks)
Net earnings attributable to
shareholders of the Company
from continuing operations $ 481 $ 693 $ 746 $ 611 $2,531 |$ 429 $ 443 $ 625 $ 459 $1,956 $2,051
Add (deduct) impact of the
following:
Non-controlling interests 19 43 16 (7) VAl 27 38 40 (1) 104 87
Net interest expense and other

financing charges 162 173 234 173 742 158 153 210 162 683 660

Income taxes 176 259 288 357 1,080 165 173 220 173 731 717

Operating income $ 838 $1,168 $1,284 $1,134 $4,424 |$ 779 $ 807 $1,095 $ 793 $3,474 $3,515
Add (deduct) impact of the

following:

Amortization of intangible

assets acquired with

Shoppers Drug Mart and

Lifemark $ 116 $ 9% 4% 109% 149 ($ 114 $ 115 $ 155 $ 115 $ 499 $ 499
Wind-down of Theodore &

Pringle optical business - - 30 - 30 — — — — — —
Sale of PC Financial — — — 10 10 — — — — — —
Fair value adjustment on non-

operating properties - - - 4 4 — — — 3 3 9
Charges related to settlement

of class action lawsuits - - - - - — 164 — — 164 —
PC Optimum loyalty program - — — — — — — — 99 99 —
Fair value adjustment on fuel

and foreign currency contracts (1) 2 (W) 3 3 (7) 2 — — (5) 16
Impact related to sale of

Wellwise (5) — — — (5) — — — 23 23 —
(Gain) loss on sale of non-

operating properties (14) (1 2 1 (2) — — — (3) (3) (12)

Adjusting items $ 96 $ 10$%$ 45 9% 38 $ 189 |$ 107 $ 281 $ 155 $ 237 $ 780 $ 512
Adjusted operating income $ 934 $1,178 $1,329 $1,172 $4,613 |$ 886 $1,088 $1,250 $1,030 $4,254 $4,027
Depreciation and amortization 691 588 800 613 2,692 678 669 891 680 2,918 2,850
Less: Amortization of intangible
assets acquired with Shoppers
Drug Mart and Lifemark (116) (9) (14) (10) (149) (114) (115)  (155) (115)  (499) (499)

Adjusted EBITDA

$1,509 $1,757 $2,115 $1,775 $7,156

$1,450 $1,642 $1,986 $1595 $6,673 $6,378
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Adjusted Operating Income from Discontinued Operations, Total Company Adjusted Operating Income,
Adjusted EBITDA from Discontinued Operations and Total Company Adjusted EBITDA The following tables
reconcile adjusted operating income and adjusted EBITDA from discontinued operations and on a Total Company
basis to operating income from discontinued operations and Total Company, which is reconciled to net earnings
attributable to shareholders of the Company from discontinued operations as reported in the notes to the
consolidated financial statements for the periods ended as indicated. The Company believes that adjusted EBITDA
from discontinued operations and on a Total Company basis is useful in assessing the performance of its Total
Company and discontinued operations and its ability to generate cash flows to fund its cash requirements,
including the Company’s capital investment program.

(unaudited) 2025 2024 2023
(millions of Canadian dollars) (53 weeks) (52 weeks) (52 weeks)
Net earnings attributable to shareholders of the Company from

discontinued operations $ 136 | $ 215 $ 49
Add (deduct) impact of the following:

Net interest expense and other financing charges 153 138 143

Income taxes 46 75 (3)
Operating income $ 335 | $ 428 $ 189
Add (deduct) impact of the following:

PC Optimum loyalty program — 30 —

(Recoveries) charge related to PC Bank commodity tax matter — (155) 24
Adjusting items $ -1 $ (125) $ 24
Adjusted operating income from discontinued operations $ 335 | $ 303 $ 213
Adjusted operating income (refer to table above) 4,613 4,254 4,027
Total Company adjusted operating income $ 4948 | $ 4557 $ 4,240
Adjusted operating income from discontinued operations $ 335 | $ 303 $ 213
Depreciation and amortization from discontinued operations 42 48 56
Adjusted EBITDA from discontinued operations $ 377 | $ 351 % 269
Adjusted EBITDA (refer to table above) 7,156 6,673 6,378
Total Company Adjusted EBITDA $ 7533 | $ 7024 $ 6,647
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Adjusted Net Interest Expense and Other Financing Charges The following table reconciles adjusted net interest
expense and other financing charges to GAAP net interest expense and other financing charges reported for the

periods ended as indicated.

(unaudited) 2025 2024 2023
(millions of Canadian dollars) (53 weeks) (52 weeks) (52 weeks)
Net interest expense and other financing charges $ 742 $ 683 $ 660
Adjusted net interest expense and other financing charges $ 742 | $ 683 $ 660

Adjusted Income Taxes and Adjusted Effective Tax Rate The following table reconciles the effective tax rate
applicable to adjusted earnings before taxes to the GAAP effective tax rate applicable to earnings before taxes as

reported for the periods ended as indicated.

(unaudited) 2025 2024 2023
(millions of Canadian dollars except where otherwise indicated) (53 weeks) (52 weeks) (52 weeks)
Adjusted operating income® $ 4613 $ 4254 $ 4,027
Adjusted net interest expense and other financing charges® 742 683 660
Adjusted earnings before taxes $ 3,87 $ 3,571 $ 3,367
Income taxes $ 1,080 $ 731 $ 717
Add impact of the following:

Tax impact of items included in adjusted earnings before taxes 50 196 137

Deferred tax on outside basis difference - Sale of PC Financial (107) — —
Adjusted income taxes $ 1,023 $ 927 $ 854
Effective tax rate 29.3 % 26.2 % 25.1%
Adjusted effective tax rate 26.4 % 26.0 % 25.4%

(0]

See reconciliations of adjusted operating income and adjusted net interest expense and other financing charges in the tables above.

(i) See the adjusted operating income, adjusted EBITDA and adjusted EBITDA margin table and the adjusted net interest expense and other
financing charges table above for a complete list of items included in adjusted earnings before taxes.
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Adjusted Net Earnings Available to Common Shareholders From Continuing Operations and Adjusted Diluted
Net Earnings Per Common Share From Continuing Operations The following tables reconcile adjusted net
earnings available to common shareholders of the Company from continuing operations and adjusted diluted net
earnings per common share from continuing operations to GAAP net earnings available to common shareholders
of the Company from continuing operations and diluted net earnings per common share from continuing operations
as reported for the quarters and years ended as indicated.

2025 2024 2023

First Second Third Fourth First Second Third Fourth
(unaudited) Quarter Quarter Quarter  Quarter Total Quarter  Quarter  Quarter  Quarter Total Total
(millions of Canadian dollars (12 ks) (12 ks) (16 ks) (13 ks) (53 ks) (12 weeks) (12 weeks) (16 weeks) (12 weeks) (52 weeks) (52 weeks)
Continuing operations 481 $ 693 $ 746 $ 611 $ 2,531 426 $ 440 $ 622 $ 452 $ 1940 $ 2,039
Discontinued operations 22 $ 21 $ 48 45 $ 136 33 % 17 $ 155 0% 215 % 49

459 $ 457 $ 777 $ 462 $ 2155 $ 2,088
426 $ 440 $ 622 $ 452 $ 1940 $ 2,039

As reported

L AR R
&#|HA A A

$
503 $ 714 $ 794 $ 656 $ 2,667
Continuing operations 481 $ 693 $ 746 $ 611 $ 2,531

Add (deduct) impact of the
following®:

Amortization of intangible
assets acquired
with Shoppers
Drug Mart and Lifemark | $ 86 $ 6 $ 10 $ 7 $ 109 |$ 84 $ 84 $ 15 $ 84 $ 367 $ 367
Wind-down of Theodore
& Pringle optical
business - - 22 - 22 - - - - - -
Deferred tax on outside
basis difference related
to Sale of PC Financial - - - 107 107 — — — — — —
Charges related to
settlement of class
action lawsuits - - - - - — 121 — — 121 —

PC Optimum loyalty
program - - - - - — — — Yl 71 —

Fair value adjustment on
non-operating
properties - - - 3 3 — — — 3 3 6

Sale of PC Financial — — — 9 9 — — — — — —

Fair value adjustment on
fuel and foreign

currency contracts (1 2 (1 3 3 (6) 2 — — 4 12
Impact related to sale of
Wellwise (5) - - — (5) — — — 29 29 —
(Gain) loss on sale of non-
operating properties (13) ) 3 9 (2) — — — (3) (3) (10)
Adjusting items $ 67 $ 7% 3 $ 138 $ 246 |$ 78 $ 207 $ 115 $ 184 $ 584 $ 375
Adjusted continuing
operations $ 548 $ 700 $ 780 $ 749 $ 2,777 |$ 504 $ 647 $ 737 $ 636 $ 2,524 $ 2,414

Discontinued operations | $ 22 $ 21 $ 48 $ 45 $ 136 |$ 33 $ 7 $ 155 % 0% 215 % 49

Add (deduct) impact of the
following®:

PC Optimum loyalty
program $ —3$ —-3$ -3 -5 - |$ - % - % - % 23% 23% —

Recovery related to
PC Bank commodity

tax matter - - - - - - - (125) — (125) 17
Adjusting items $ - $ - $ - $ - $ - |3 - $ —$ (125)$ 23 $ (102) $ 17
Adjusted discontinued

operations $ 22 % 21$ 48 $ 45 $ 136 |$ 33 % 17 $ 30 $ 33 % 13 $ 66

Adjusted® TotalCompany | $ 570 $ 721 $ 828 $ 794 $ 2913 |$ 537 $ 664 $ 767 $ 669 $ 2637 $ 2,480

()  Net of income taxes and non-controlling interests, as applicable.
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2025

2024

2023

(unaudited)
($ except where otherwise
indicated)

First
Quarter

(12 weeks)

Second
Quarter

(16 weeks)

Third
Quarter

(13 weeks)

Fourth
Quarter

Total

(53

(12 weeks)

First
Quarter

(12 weeks)

Second
Quarter

(12 weeks)

Third
Quarter

(16 weeks)

(12 weeks)

Fourth
Quarter

Total

Total

(52 weeks) (52 weeks)

Continuing operations
Discontinued operations
As reported

0.40
0.02
0.42

0.58 $
0.01 $
0.59 $

062 $
0.04 $
0.66 $

051 $
0.04 $
0.55 $

2.1
0.1
2.22

0.34
0.03
0.37

0.36
0.01
0.37

0.51
0.12
0.63

0.37
0.01
0.38

158 $
017 $
175 $

1.59
0.04
1.63

Continuing operations

| A n

| A n

0.40

0.58 $

0.62 $

051 $

2.1

A | A A A

0.34

A | A A A

0.36

A | A A A

A |HA A A

0.51

$
$
$
$

0.37

158 $

1.59

Add (deduct) impact of the
following®:

Amortization of intangible
assets acquired
with Shoppers Drug Mart
and Lifemark

Wind-down of Theodore &
Pringle optical business

Deferred tax on outside
basis difference related
to Sale of PC Financial

Charges related to
settlement of class action
lawsuits

PC Optimum loyalty
program

Fair value adjustment on
non-operating properties

Sale of PC Financial

Fair value adjustment on
fuel and foreign currency
contracts

Impact related to sale of
Wellwise

(Gain) loss on sale of non-
operating properties

$ 007 $

(0.01)

(0.01)

0.01 $

0.01 $

0.02

0.01 $

0.09

0.01

0.01

0.09

0.02

0.09

0.01

0.07

0.07

0.10

0.09 $

0.07 $

0.06

0.02

030 $

0.10

0.06

0.01

0.29

0.01

0.01

(0.01)

Adjusting items

$ 005 $

0.01 $

0.03 $

012 $

0.21

0.06

0.17

0.09 $

015 $

047 $

0.30

Adjusted continuing
operations

$ 045 $

059 $

"

0.65

"

0.63

2.32

0.40

0.53

060 $

052 $

205 $

1.89

Discontinued operations

$ 0.02

+

0.01 $

0.04

+

0.04

+

0.1

0.03

0.01

012 $

0.01 $

017 $

0.04

Add (deduct) impact of the
following®:
PC Optimum loyalty
program
(Recoveries) Charges

related to PC Bank
commodity tax matters

- $

(0.10)

002 $

002 $

(0.10)

0.01

Adjusting items

- $

(0.10) $

002 $

(0.08) $

0.01

Adjusted discontinued
operations

"

0.02

"

0.01 $

0.04 $

0.04

"

0.1

©“r

0.03

0.01

0.02 $

003 $

0.09 $

0.05

Adjusted Total Company

$ 047 $

0.60 $

0.69 $

0.67

+

243

©“r

0.43

0.54

062 $

055 $

214 $

1.94

Diluted weighted average
common shares
outstanding® (millions)

1,210.3

1,203.9

1,195.4

1,188.0

1,199.4

1,247.7

1,235.4

1,227.7

1,217.8

1,234.1

1,

280.0

()  Net of income taxes and non-controlling interests, as applicable.
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Non-GAAP and Other Financial Measures Change Effective First Quarter of 2026 Starting in the first quarter of
2026, fair value adjustments on certain investments, including venture investments, classified as fair value through
profit and loss will be considered an adjusting item given their nature, magnitude and propensity to re-occur. The
adjusting item meets the requisite criteria under the Company’s Non-GAAP and Other Financial Measures Policy
effective since 2021. These fair value adjustments will be reported together with other fair value adjustments on
fuel and foreign currency. This change will take effect in the first quarter of 2026 with restatement of comparative
periods at that time.

The below summary reconciles the non-GAAP and other financial measures as reported to those reported under
the new policy starting in the first quarter of 2026. Adjusted operating income and Adjusted EBITDA from
continuing operations are presented below:

(millions of Canadian dollars) 2025 2024
First Second Third Fourth First Second Third Fourth

Quarter Quarter  Quarter Quarter Total Quarter Quarter Quarter Quarter Total

(12 weeks) (12 weeks) (16 weeks) (13 weeks) (53 weeks) (12 weeks) (12 weeks) (16 weeks) (12 weeks) (52 weeks)

Adjusted (as reported)
EBITDA $ 1509 $ 1,757 $ 2,115 $ 1,775 $ 7,156 | $ 1450 $ 1642 $ 1986 $ 1,595 $ 6,673
Operating income $ 934 $ 1178 $ 1,329 $ 1172 $ 4613 | $ 886 $ 1,088 $ 1,250 $ 1,030 $ 4,254
Add (deduct):

Fair value adjustments

on investments $ - $ 9% M$ Mms$s @3 1$ 4 $ ms$ @12$ (16
Adjusted (restated)
EBITDA $ 1509 $ 1,748 $ 2,104 $ 1,774 $ 7135 | $ 1451 $ 1638 $ 1985 $ 1,583 $ 6,657
Operating income $ 934 $ 1169 $ 1,318 $ 1171 $ 4592 | $ 887 $ 1084 $ 1,249 $ 1018 $ 4,238

Adjusted Net Earnings Available to Common Shareholders and Adjusted Diluted Net earnings per Common Share
are presented below:

2025
First Second Third Fourth
Quarter Quarter Quarter Quarter Total
(12 weeks) (12 weeks) (16 weeks) (13 weeks) (53 weeks)
Net Earnings Diluted Net Earnings Diluted Net Earnings Diluted Net Earnings Diluted Net Earnings Diluted
Available to Net Available to Net Available to Net Available to Net Available to Net
Common  Earnings Common  Earnings Common  Earnings Common Earnings Common Earnings
Shareholders Per Shareholders Per Shareholders Per Shareholders Per Shareholders Per
(millions of Canadian dollars/ ofthe Common ofthe Common ofthe Common ofthe  Common ofthe  Common
Canadian dollars) Company Share Company Share Company Share Company Share Company Share
Adjusted (as reported)
Continuing operations $ 548 $045 $ 700 $059 $ 780 $065 $ 749 $ 063 $ 2,777 $ 232
Discontinued operations  $ 22 $002 $ 21 $ 001 $ 48 $004 $ 45 $ 004 $ 136 $ 0.1
Total Company® $ 570 $047 $ 721 $060 $ 828 $069 $ 794 $ 067 $ 2913 $ 243
Add (deduct):
Fair value adjustments
on investments® $ —$ — $ (8%$00N $ (10$(0.01) $ M$ — $ (19) $(0.02)
Adjusted (restated)
Continuing operations $ 548 $045 $ 692 $058 $ 770 $064 $ 748 $ 063 $ 2,758 $ 2.30
Discontinued operations ~ $ 22 $002 $ 21 $ 001 $ 48 $0.04 $ 45 $ 004 $ 136 $ on
Total Company!ii $ 570 $047 $ 713 $059 $ 818 $068 $ 793 $ 0.67 $ 2,894 $ 2.41

(i) Net of income taxes and non-controlling interests, as applicable.
(i) Fair value adjustments on investments relate to continuing operations.

(iii) Excluding the 53rd week in 2025, restated total Company adjusted diluted net earnings per common share for the fourth quarter and full
year 2025 were $0.60 and $2.35, respectively.
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2024
First Second Third Fourth
Quarter Quarter Quarter Quarter Total
(12 weeks) (12 weeks) (16 weeks) (12 weeks) (52 weeks)
Net Earnings Diluted  Net Earnings Diluted  Net Earnings Diluted  Net Earnings Diluted Net Earnings Diluted
Available to Net Available to Net Available to Net Available to Net Available to Net
Common Earnings Common Earnings Common Earnings Common Earnings Common Earnings
Shareholders Per Shareholders Per  Shareholders Per  Shareholders Per  Shareholders Per
(millions of Canadian dollars/ ofthe ~ Common ofthe ~ Common ofthe ~ Common ofthe ~ Common of the Common
Canadian dollars) Company Share Company Share Company Share Company Share Company Share
Adjusted (as reported)
Continuing operations $ 504 $040 $ 647 $ 053 $ 737 $060 $ 636 $ 052 $ 2,524 $ 2.05
Discontinued operations  $ 33 $ 003 $ 17 $ 001 $ 30 $ 002 $ 33 $ 003 $ 13 $ 0.09
Total Company® $ 537 $043 $ 664 $054 $ 767 $062 $ 669 $ 055 $ 2637 $ 214
Add (deduct):
Fair value adjustments
on investments'® $ 1$ — $ B — $ M$ — $ (10)$(.01) $ (13)$ (0.01)
Adjusted (restated)
Continuing operations $ 505 $040 $ 644 $ 053 $ 736 $060 $ 626 $ 051 $ 2511 $ 204
Discontinued operations  $ 33 $ 003 $ 17 $ 001 $ 30 $ 002 $ 33 $ 003 $ 13 $ 0.09
Total Company® $ 538 $043 $ 661 $054 $ 766 $062 $ 659 $054 $ 2624 $ 213

() Net of income taxes and non-controlling interests, as applicable.
(ii) Fair value adjustments on investments relate to continuing operations.

This change did not impact previously reported gross profit, gross profit percentage, or adjusted net interest
expense and other financing charges, as reported in the Company’s 2025 annual and 2025 interim MD&A.

17. Additional Information

Additional information about the Company has been filed electronically with various securities regulators in Canada
through SEDAR+ and is available online at www.sedarplus.ca and with OSFI as the primary regulator for the
Company’s subsidiary, PC Bank.

February 24, 2026
Toronto, Canada

MD&A Endnotes

(1) For financial definitions and ratios, see the Glossary of Terms section included within the Company’s 2025 Annual Report.

(2) See Section 16 “Non-GAAP and Other Financial Measures”, which includes the reconciliation of such non-GAAP and other measures to the
most directly comparable GAAP measures.

(3) To be read in conjunction with Section 1 “Forward-Looking Statements”.

(4) Adjusted to reflect the four-for-one stock split effective at the close of business on August 18, 2025. For additional information, see note 22
“Share Capital” of the Company’s consolidated financial statements.

(5) Results are presented on a comparable number of week basis. Comparable number of weeks would be 12 weeks versus 12 weeks or

52 weeks versus 52 weeks.

74 2025 Annual Report Loblaw Companies Limited



	MD&A - Table of Contents
	MD&A - Terms
	MD&A - 1. Forward-Looking Statements
	MD&A - 2. Overview
	MD&A - 3. Strategic Framework
	MD&A - 4. Key Financial Performance Indicators
	MD&A - 5. Overall Financial Performance
	MD&A - 5.1 Business Developments
	MD&A - 5.2 Consolidated Results of Operations
	Discontinued Operations

	MD&A - 5.3 Selected Financial Information

	MD&A - 6. Liquidity and Capital Resources
	MD&A - 6.1 Cash Flows
	MD&A - 6.2 Liquidity and Capital Structure
	MD&A - 6.3 Components of Total Debt 
	MD&A - 6.4 Financial Condition
	MD&A - 6.5 Credit Ratings
	Annual Credit Ratings Confirmation 

	MD&A - 6.6 Dividends and Share Repurchases
	MD&A - 6.7 Off-Balance Sheet Arrangements
	MD&A - 6.8 Contractual Obligations (A)

	MD&A - 7. Financial Derivative Instruments
	MD&A - 8. Quarterly Results of Operations
	MD&A - 8.1 Results by Quarter
	MD&A - 8.2 Fourth Quarter Results for Continuing Operations
	Discontinued Operations
	Fourth Quarter Cash Flow


	MD&A - 9. Disclosure Controls and Procedures
	MD&A - 10. Internal Control over Financial Reporting
	MD&A - 11. Enterprise Risks and Risk Management
	MD&A - 11.1 Operating Risks and Risk Management
	MD&A - 11.2 Financial Risks and Risk Management

	MD&A  - 12. Related Party Transactions
	MD&A - 13. Critical Accounting Estimates and Judgements
	MD&A - 13.1 Consolidation
	MD&A - 13.2 Inventories
	MD&A - 13.3 Impairment of Non-Financial Assets (Goodwill, Intangible Assets, Fixed Assets and Investment Properties)
	MD&A - 13.4 Impairment of Credit Card Receivables
	MD&A - 13.5 Customer Loyalty Awards Program
	MD&A - 13.6 Income and Other Taxes
	MD&A - 13.7 Segment Information
	MD&A - 13.8 Provisions
	MD&A - 13.9 Leases

	14. Accounting Standards
	14.1 Future Accounting Standards 

	MD&A - 15. Strategic Update and Outlook (A)
	MD&A - 16. Non-GAAP and Other Financial Measures
	MD&A - Non-GAAP: Adj EBITDA Intro
	MD&A - Non-GAAP: QTD Adj EBITDA
	MD&A - Non-GAAP: YTD Adj EBITDA
	MD&A - Non-GAAP: Adj EBITDA explanations
	MD&A - Non-GAAP: Adj  OI Disc Ops

	MD&A - Non-GAAP: Adjusted Net Interest Expense
	MD&A - Non-GAAP: Adjusted Income Taxes
	MD&A - Non-GAAP: Adjusted EPS
	MD&A - Non-GAAP: Revenue incl. PC Financial
	MD&A - Non-GAAP: Revenue incl. PC Financial QTD
	MD&A - Non-GAAP: Revenue incl. PC Financial YTD

	MD&A - Non-GAAP: Impact of 13th Week
	MD&A - Non-GAAP: 13th week impact  QTD
	MD&A - Non-GAAP: 53rd week impact QTD

	MD&A - Non-GAAP: Free Cash Flow
	MD&A - Non- GAAP: Free Cash Flow QTD
	MD&A - Non-GAAP: Free Cash Flow YTD

	MD&A - Non-GAAP: Other metrics
	MD&A - Non-GAAP:Selected Comparative Reconciliation
	MD&A - Non-GAAP: Adjusting Item Change 

	MD&A - 17. Additional Information
	MD&A Endnotes

