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FY 2005 SECOND QUARTER BOARD REPORT

A.C. Gallo
Regional Operating Update

Overall the second quarier was a solid one for the East Tepions, as we sawy income

incrcase [ on very stong I i oo pEE—

particularly surprised to see

—iﬂ the quarter after such stron
B o 25t year, Dot YEAL, we were seeing huge increases in th,?mi
S year,
have been flat an did well. Sales in the

different departments have been and this seems to be

BN however, this does not mean that we are getting comilaccnt with the

slower departments. We are very concerned right now about the owth in -
and are working with the regions to make sure the
start § 5000 as possible. We are particularly conce

in these areas
.-

tned that
epartments (because of supply issues) axe‘

North Adantic Region

The region had a—in opetating profits on 2
This was very good considering the reg; due to
some good news here. |G '

now has most of its floor and
starting to mak

, but other have beea ve due to
Now that these are we ate in
a much

[ [SNSER rnuch-than

the [J 1) the stoze opened

very smoothly and has made a out of the gate. As soon as some
” about

o -levels, we should
_continues to each period. The stores are experiencing

henomenal [N o , In the second er, produced a store of
h The regular plus a contract
pushed the Jin This was a signihcant from

and we expect to see an additional _

tepairs behind it and is
B h:ve been in line
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Iu- we announced that starting in_we will split the North Atlantic
tegion into two parts. The new North Atlantic region will include the stores in New
England plus the stores in the UK, while the new Tti-State region will be made up of .
the stores in Metto New York including NYC, Long Island, Fairfield County
Connecticut, and Northern New Jersey. We will be interviewing for the new Tti-State
Regional President position on Monday, June 6" in Austin, . .
In the third quarter, the North Adantic tegion has one store opening in Middletown,
NJ (Red Bank),

Mid-Atlantic Region

The Mid-Atlantic region had a pheﬁomena]_on 4
BN 1tis s achieved by stron '
I . . -~ overal aa

excellent job in all areas.

We continue to see
opened in the past year ~
B Gscal period
around [l and regularly doing] Margins are a little low
because we are having to match some rdiculously low special pricing at Wild Oats.
Sales at QOats are way down, and they are responding with some desperation pricing,
The store must be losing a fortune with its low sales and margins. We are in the
process of adding an adjacent wine store to Louisville that will increase sales and

profits to the point where we should start seeing NG
going from an
€s have been good in the range, and we have been

working on getting in line. We expect to see continued
improvement going forward. :

Fis off to a great start'with the region, bringing his brand of eathusiasm to
e reglon and getting people excited about his vision. There ate a lot of plans being

developed to remodel existing stores and a continuation of the plan that Lee started to
relocate or expand all existing smaller stores. There is a legacy of smaller Fresh Fields

stores in this region which we are aggressively working with _to teplace.
We have also found some vety exciting new additional new locations in thei

suburbs that have gotten

uge numbers from research and which we plan to bring to the next real estate

meeting. After enduring several years of a small number of new store openings, I feel

the Mid-Atlantic region is gearing up to open _ going
forward. -
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The region does not have any store openings in Q3 but has a Very important one in
Q4, the 75,000 squate foot store i Columbus, Ohio, The tegion is gearing up to
make this a strong opening in a new market for us,

Florida Region

The Flodda region had a Strong quarter, increasin on a
Comps continued to be for the iuar.ter. Cost

ot goods sold was -m the guarter due to several factors, are still
running a-m the new ﬁstore, and prepared foods marp;
for a number of reasons. We expect margins to ﬂ

Other than Store continues to be a winner, racking up average
sales of and in jts first full quarter. With the
of our first “West Coast” store, we have approved 2 store in

and ate lookini at other opportunities in this part of Florida. We also have a strong

second site in which we plan to bring to the real estate committee in-
Our next new store will open mﬂm the fourth quarter,
The bipgest news coming out of Florida is the announcement b _
two weeks ago that it is going to open two i natural food
supermarkets, one in Boca and one ig Palm Beach Gardens, which will directly
compete with our stores in those communities, We have been _gatherjng ‘some
intelligence on these stores, and it appears that Is going to do direct knock-offi
pying our layout, product mix, décor, messaging and quality

word is that they have all of their top product people working on
roject and ate very serious about this venture.

South Region

The South Region had another very solid quartet, seeing their |G
The tegion continues a three-year trend of using

5/26/2005
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_ It still has a way to go but has come a long way in the past three

years.
M o e R
at these stores but not

increases in Alpharetta and Cobb. We are seeing |

the kind of we saw in the two years immediately after we rernodeled
them. There is a

large opening near Alpharetta soon which we ectwill
affect us more in 2 than we would expect in 2 [l iocation, ﬂ

stores
are very much weekend and holiday stores. similar to

We ate concerned that

by I lower prices,
and it could hurt us, We are gearing up those depattments for the competiion. The

B s co:c has been and an Asian

Ethnic Superstore, all of which opened e by in the past six months. We have also
held off as we are planning to move F
We have moved I ¢y |

handle the transition, and we believe we will hold our own untl the

1 toured te [N ovcs i (..

month ago and was very impressed with the
The [N v

exciting. We have recently completed 2 remodel of our Raleigh store and have seen
In June, we will have an [ ket opening up

about a half-mile from our store and expect some fierce competition. We
have been remodeling the store, petting it ready to show ﬁthat it
The next store opening is in the Buckhead section of Atlanta. The West Paces Ferry
store, at ﬁand with ample patking, should in a short period of time

i5 a bad idea to open up too close to us,
o -2 masicc:.

move,
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I. Regional Stats

A. Pre-tax Income before Pre-opening”

|(in 000s) Q205 | Q204 | % Ince. | Q105 | Q404 [ Q304 |

North Atlantic
Mid-Atlantic
[South

{Florida

Total
" Before accounting restatements

B. Percent of Sales Statistics:
Second Quarter FY 2005

Atlantic

North  Mid-Adantic] Florda -sm;th‘f

Sales Increase
Comp Increase -

Gross Profit

Salaties and Benefits -
Other Direct Expenses
G&A Expenses
Pre-tax Income before Pre-

Opening

II. Regional Operating Results

A. North Adantic:

in 000s) Q205 | Q204 | Incr, QL05 | Q404 | Q304 |

Sales

|Pre-tax Income’

Gross Profit %
Salaries and Benefits
[Other Direct Expenses

5/26/2008
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{E&A Expenses
" Excludes Pre-opening expense

The North Atlantic region teported a I

in Q2 operatine

ome on' 2
Results were driven by Walong with the
addition of three new stores and seven acquired stoges the past year, Growth at
19 of 31 stores in the comp base Wasw led by the Fresh & Wilg
Stores, which entered omp base 0

€ way into the quarter at a i
O entered the comp base in Q2,

while the expanded Hadley, MA stote
Four stores in the region, including the three

Columbus Circle -als

reported
stores (Columbus Circle, Chelg
company-wide during the
B Al stores generated:

Direct store

included an

All US, stores in the North Atlag

stores

tic repion were

5/26/2005
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with combined store
but this was a

ed on March 16% and ig off

"The region’s newest store — Union Squate in NYC — op,
to a tertific start, a]readyﬂ Union Square had average
dng the four weeks it was open in QZ, making it our’
These results areﬁ

Swampscott, MA (our first store on Boston’s North § ore) also opened in Q2 —
b ot e I

Still to open this iear are - 2 48,000 square foot locati

and 2 long-awaited
4.

Q additional storii are posgible in

B. Mid-Atlantic:

in 000s) Q205/Q204] Incr. | | Q105 | Q404 | Q304
Sales

[Pre-tax Income’
(Gross Profit %
Salaries and Benefits
Other Direct Expenses
G&A Expenses

" Excludes Pre-opening expense

The Mid-Atlantic region repo i

tores in the
11 the guarter

All stores in the repjon i fact,
and | -

5/26/2005
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..

These improvements were
The increase in

was die mostly to the

steadily throughout the quarter
as the region continued to

they were
Body.

the fourth quarter of last yeat, along with
in the DC area and

partally

reflect
The region also had »

The only store

‘This store will be followed

5/26/2005 i
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C. Florida;

in 000s) Q205 Q204 ] Tncr | | Q105 | Q404 Q304 |

1Sales

Pre-tax Income’
|Gross Profit %
Salaries and Benefits
{Othet Direct Expenses
1G&A Expenses

" Excludes Pre-opening expense

The Florida region re orted a
on a
experiencin

octorc I

with all six stores
in the quarter. The top performers in Q2 were

Dy store opening _

addition of sushi sales, which were moved to the Prepared Foods
oversight it i

All six stores wen

5/26/2005
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successtve pedod bas seen an improvement in

The new Sarasota, FI, store, 2 36,000 square foot locati at openéd on Deceml'aé:r

One additional new store is scheduled to open in Q4 this year —

— cutrently set to be approximately 42,000 square feet The addition of this new store,

along with Sarasota, will increase the size of the Florida tegion by a third in fiscal
2005,

D. South:

in 000s) Q205 | Q204 | Incr Q105 | Q404 | Q304

Sales

[Pre-tax Income’

Gross Profit %
Salaries and Benefits
Other Direct Expenses
|G&A Expenses

' Excludes pre-opening expense

Total South region

€ second quarter, and all

B st year. The

competition resulting
the market. We also

already begun to see an Improvement in comps.

was due to an increase in
and Fresh Market entering
about four weeks ago and have

improvement

5/26/2005
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Nozth Carolina

Distabution Center and

Direct store

at the Raleigh, Chapel Hill, Cary an Alpharetta stores,

The region plans to open one new store this year ~_ a 52,000 square
foot location in the late in ourth quarter. Future new store

locations include ,000 siuare foot relocation of our

existing 80,000 square foot Gwinnett store);

5/26/2005
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FY 2005 SECOND QUARTER BOARD REPORT
Walter Robb
Regional Operating Update

To very loosely paraphrase Abraham Lincoln’s Second Inaugural Address, on this,
occasion there is less need for extended commen due to the

I would like to make

two other general points. (1) Note how nicely all the various repional transitions are
proceeding this year, ahead of our expectations, *

(2) Our Team Members ate happy.

creating more enthusiasm in
WEM as a place to work, which, together with the growing pride in our name and
mission, is producing strong morale — the ultimate competitive weapon.

Southwest Region
The SW region continued its stron

e region was no one-trick Foni. Notice also that the Plano store has iuieii

5/26/2005
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Much has already been said about “the Lamar opeqi see the June issue of
Innerviews). Much credit should go to STL ﬂ store

Prepared Foods Director|j N :nd especially RVP Bruce Silverman -
for their extraordinary dedication to this store, It is fair to say we are still getting a

will be in Austin for the meetng, we can have a full

discussion then.

What should not be lost is the incredible Vetetans opening this past week. The store

the first refinernenfs of the
amar venues. This augurs well for the upcoming opening and
demonstrates that the SW Operating group has teached a permanent new higher level
in their abilities. Thanks to Director for bis Sl participation in thi i
as well as his

_is doing 2 fabulous job as _

Northern California

San Francisco, the major remodel in Petaluma, the Berkeley store’s continued

resurgence, and also because the piant of the region (Franklin) has re-awakened under
the leadership of new STT,

5/26/2005
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which should begin to bear fruir in fiscal year 2006 and beyond.

'
-+

Midwest Region
Th

e iod EWs continues here with _
Wowl| _
m

It is also important to no

Southern Pacific Re ion
— L e akglon
his region made

_

5/26/2005
C-14

PX01008-015



other regio

Valencia in particular is in my opinion the

the region has
opened yet.

Rocky Mountain Region

region

Pikes Peak and Fort Colli

Note that the Boulder store (Peat]

Wow!l With the completion of the remodel, watch for this amazin

cycling over the opening of last year. Momentum everywhere.
It’s been exciting to see the Metcalf (Kansas) store
B Vil and I did a store meeting there (ana— month, and the team

3/26f2005
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Pacific Northwest Region
By of context,

1€ IMAJOr reasons

Respectfully submitted,

Walter Robb

5126/2005
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L Regional Stats

A. Pre-tax Income before Pre-opening Expense?

1(in 000s) Q205 | Q204" % Tncr. [ Q1 05 Q404 | Q3 044

Southwest - i
Northern California - -
Midwest

Southern Pacific
Rocky Mountain - -
Pacific Northwest - R

Total

" Prior-year numbers ate not meaningful since G&A for SW and RM regions is
included in SW region only, and G&A for Norcal and Pac NW regions is included
in Norcal region only. :

? Before accounting restatements

B. Percent of Sales Statistics:
Second Quarter FY 2005

SW Norcal | Midwest Sopac |Rocky Mtn Pac N

Sales Increase
Comp Increase

Gross Profit
Salaries and
Benefits

Other Direct
[Expenses

G&A Expenses
Pre-tax Income
‘Ibefore Pre-opening
{Expenses

5/26/2005
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II. Regional Operating Results

A.  Southwest:

7 ' Post Repion Split Pre-Region Split
(in 000s) Q205 | Q2 04?| Incr. 1 Q105 | Q404 | Q304

Sales

Pre-tax Income ’
Gross Profit %
Salaries and Benefits
Other Direct Expenses
G&A Expenses

" Excludes pre-opening expense
? 8W and RM region G&A included in post-split SW region G&A for 2Q04

The Southwest region reported

The March 3™ opening of our 78,000 square foot Lamar store was the strongest in
our company’s history. Customets have been amazed at the great food presence and

theater of the store, and they love the food venues. The new store is now the largest
in our company and was

Lamar continues to draw local,
national and international attention as the greatest food store on the planet.

Gross marped

3/26/2005
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€xpedenced from day one were
even our best-case projectio d the store was initially staffed with I

members to opeg in the tange its opening week. First full-week sales
were and overtime was immediately needed to handle the increased
customer volume. Because we were understaffed for thap level of volume, we had 1o
quickly bring in additiona] help from other locations to service our Customers, and
this increased our labor and travel expense, In addition, we hired another 100+ team
members during this time, requiring additiona] training and uniforms, etc. These
expenses should drop sharply in the third Quatter,

Along with e —— 0
to help and

competition. Most of these areas
- but produce to ensure that we are

providing our customners with the best value and quality available in the market.
Finally, with a store of this size, we also expeﬁe-nce“

512642
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The region’s newest store is Ve fn New Orleans. Ve

2005 is a 45,000 squate foot location in

2 new market, early in the
fourth quarter.

B. Northern California:

| Post Region Split Pre Region Split
in 000s) Q205 [Q204 7 Incr, Q105 | Q404 [ Q304

Sales

[Pre-tax Income
Gross Profit %
Salaties and Benefits
Other Direct Expenses
G&A Expenses

" Excludes pre-opening expense

? Norcal and Pac N'W region G&A included in post-split Norcal region G&A for
2Q04

The Northern California IEgI05 PENEeTa;

Gross margi

3/26/2005
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-

—

The region’s newest store — 1 on November

Redwood City, CA store — opened in
17" The store

No additional
one new store 1s on

5/26/2005
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C. Midwest:

[ (2.000s) Q205 | Q204 Tncr. | | Q105 | 0404 Q3 04

|Sales

Pre-tax Income ’
Gross Profit %
Salaries and Benefits
Other Direct Expenses
G&A Expenses

" Excludes pre-opening expense

The Midwest region reported

512612005
22
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We are pleased to report at Yorkville

The region’s newest store — Oalyille _ opened on May 4%
store is our second location jn Toronto.

fiscal 2005 is a store in Omaha, NE (a2 new market) in the fourth quarter.

D. Southern Pacific:

in 000s) ' Q205 [ Q204 | Iner Q105 | Q404 | Q304

1Sales

Pre-tax Income’
Gross Profit %
Salaries and Benefits
Other Direct Expenses
{G&A Expenses

" Excludes Pre-opening expense

The Southern Pacific re pion

5/26/2005
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the Pasadena store wete
umpacted by the re-opening of a remodeled Ralph’s store across the sfreet. Pasadena’s

sales have since IS and occ [N

On Match 9%, the region relocated its 19,000 squate foot Thousand Oaks store to a

new 35,000 square foot location.

S5/26/2005
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No additional new stotes are planned for the remainder of fiscal 2005. -

E. Rocky Mountain:

in000s) Q205 | Q204 | Tncr. | T Q105 | Q404 Q3 04"

Sales - i
|Pre-tax Income’ - -
[Gross Profit % - -
Salaries and Benefits - -
Other Direct Expenses - -
G&A Expenses - -

" Excludes pre-opening expense

"The Rocky Mountain repion

(ross margin

3/26/2005

C-25

PX01008-027




One new store is expected. to open in fiscal 2005 — Cherry Hills Village, a 50,000
square foot location in Denver, CO, slated to open in September,

F. Pacific Northwest:

in 000s) Q205 Q204 | Incr Q105 [ Q404 | QO304

Sales - -
Pre-tax Income’ - _ B
Gross Profit % - _
Salaries and Benefits - R
Other Direct Expenses - -

G&A Expenses - -
" Excludes pre-opening expense

The Pacific Northwest re ion

5/26/2003
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No new store openings are planned in the Pacific Northwest region for fiscal year

2005; however, four new stares are cutrently planned for fiscal 2006 including Lake
Oswego, OR; Redmond, WA; East Portland, OR; and Interbay in Seattle, WA,

‘ 526/2005
C-27 ’
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OPERATING STARS
Top Five Stores in Each Category
Second Quarter FY 2005

nnhtdp L3 . W L I 6 P b wn = U Dt A

b uwa e

29

TERRTEN. Y

Average Weekly Sales (1):

WFM Average

Comp Sales Growth:

WFM Average

Store Contribution $ (Before Pre-opening):

WFM Average

Store Contribution % (Before Pre-opening):

b.p. Improvement in Store Contribution % (Befora Pre-opening):

WFM Average

WFM Average

Sw

NA
NA
RM

5P

NA
NC

NA
NA
Sw
FL

NA
Sw

NA

NA
MA
MW
MA
5p

*

L]
[N
.

PX01008-031




Ll Vi € 14 €
A 14 ‘yoes ey
4 Loeeg Wied 7 ‘ejoseleg eplol4
I VO ‘Bluepy yjnog
L HO ‘snquinjon dlueny-pin
: | kel
| « SYEQ puesnoy | Ajded ‘og
rA 3N ‘eyewQ EPBUBY ‘0Ju0i0] 1sompiN
. _— A VN ‘Boosdwemg
: Vi ‘uoisog N ‘umos|ppiy bsuoun-oAN | vy weybuiy | onuepy "ON
MN "oed
. VO
‘31D poompay €D "IoN
b | 00 siIH Ausyg W A
_ ) 330y
€ | v1'sbnoy uojeg « V1 ‘olejapy » X1 ‘unsny }semyinog
Ad ¥ 30 €480 ¢ 10 I 3O

PX01008-032




4 9 - 8 £ 14
0 . eplLioj4
VO ‘yining |
€ TV ‘weybuiwng 08 'aljiaugals yinog
€ | HO ‘pueasin VA ‘Xepeq + VA ‘eUpuexely | SpuERV-pIN
} AN ‘uosiapusy. oyioed ...uw
paisieH — obeoiyn | .
c 018217 — obealyn JSampin
VIl ‘uingopp 10 ‘piojueH 1sepy | |
9 N ‘snweleq Mamog — OAN « 1Y ‘uopsuei) AN ‘oyouap dijueny "oN
€ | ™ensam ~emess |y ‘puowipay MN oBgd
VO ‘puepeq |
€ VO ‘sllinesoy VO 'sojy so7 [ed “IoN
I 09 ‘Jeausa( U Kooy
0 Jsamyjinog
Ad ¥ 530 €40 ¢ 0 I B3O

-

PX01008-033




EpLIO}

yinog

duepy-pin

ayloed ‘og

JSsempipy

hjuepy ‘oN

MN "oed

1Q “IoN

‘U3 Ayo0y

}semyinog

n

r.ao

PX01008-034



epLo)4

ynog

oBuEpY-pIy

olIoed ‘og

Jsempiy

fjuepy ‘oN

MN "oed

[eD “JoN

"IN o0y

}samyjnog

>
i

¥ 80

€40

PX01008-035




1ejo ),

et

uonenobanN

uj

[ejo1-gng

800¢ A4

1002 Ad

900¢C Ad

G00Z Ad

PX01008-036



	PX01008-001
	PX01008-002
	PX01008-003
	PX01008-004
	PX01008-005
	PX01008-006
	PX01008-007
	PX01008-008
	PX01008-009
	PX01008-010
	PX01008-011
	PX01008-012
	PX01008-013
	PX01008-014
	PX01008-015
	PX01008-016
	PX01008-017
	PX01008-018
	PX01008-019
	PX01008-020
	PX01008-021
	PX01008-022
	PX01008-023
	PX01008-024
	PX01008-025
	PX01008-026
	PX01008-027
	PX01008-028
	PX01008-029
	PX01008-030
	PX01008-031
	PX01008-032
	PX01008-033
	PX01008-034
	PX01008-035
	PX01008-036



