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PART | - FI NANCI AL | NFORVATI ON

Item1. Financial

CONSCLI DATED CONDENSED

St at ement s

BALANCE SHEETS

(Dol lars in Thousands)

(Unaudi t ed)

<TABLE>
<CAPTI ON>

<S>
ASSETS
CQurrent assets
Cash and cash equival ents
Mer chandi se inventories
Pat ronage di vi dend receivabl e
Note receivable fromrelated party
QG her current assets

Total current assets

Property, equipnent and fixtures, net
Investnent in related party, at cost
Goodwi | |

Q her assets

TOTAL ASSETS

LI ABI LI TIES AND SHAREHOLDERS EQU TY
Current liabilities
Qurrent portion of |ong-term debt
Accounts payable to related party
Accounts payabl e and accrued expenses

Total current liabilities

Long-t er m debt
Gher liabilities
Shar ehol ders' equity
d ass A comon stock - no par val ue,
i ssued 1, 762,800 shares
d ass B cormon stock - no par val ue,
i ssued and out standi ng 1,594, 076 shares
Ret ai ned ear ni ngs
Accunul at ed ot her conprehensive | oss
Less cost of Oass A treasury shares -
(183,600 shares at January 29, 2005 and
204,100 shares at July 31, 2004)

Total sharehol ders' equity

TOTAL LIABILITIES & SHAREHOLDERS' EQU TY

</ TABLE>

See acconpanyi ng Notes to Consolidated Condensed Fi nanci al

January 29,
2005
<C

19, 246
1,035

111, 871
(2. 660)

(2, 540)

$ 7,741

19, 037
1,035

105, 502
(2. 660)

(2,823)

St at erment s.



<TABLE>

<CAPTI ON>
CONSOLI DATED CONDENSED STATEMENTS OF OPERATI ONS
(Dol l ars in Thousands Except Per Share Anounts)
(Unaudi t ed)
13 Ws. Ended 13 Wks. Ended 26 Ws. Ended 26 Wks. Ended
Jan. 29, 2005 Jan. 24, 2004 Jan. 29, 2005 Jan. 24, 2004

<S> <C <C <G <C
Sal es $ 255,992 $ 242,209 $ 493,344 $ 468,943
Cost of sales 190, 570 180, 104 368, 048 349, 690
Gross profit 65, 422 62, 105 125, 296 119, 253
Qperating and

admi ni strative expense 56, 122 52, 865 108, 679 102, 907
Depr eci ati on and

anortization 2,779 2,263 5,160 4,479
Qperating income 6, 521 6, 977 11, 457 11, 867
I nterest expense, net 646 592 1, 027 1,213
I ncome from partnership 1, 509 1, 509
I ncome before

i ncone taxes 7,384 6, 385 11, 939 10, 654
I ncone t axes 3, 027 2,734 4, 895 4,484
Net incone $ 4,357 $ 3,651 $ 7,044 $ 6,170
Net income per share:

Basi c $ 1.38 $ 1.18 $ 2.23 $ 2.00
Dl uted $ 1.37 $ 1.16 $ 2.21 $ 1.96

</ TABLE>

See acconpanyi ng Notes to Consol i dated Condensed Financial Statenents.



<TABLE>

<CAPTI ON>
CONSOLI DATED CONDENSED STATEMENTS OF CASH FLOAS
(Dol l ars in Thousands)
(Unaudi t ed)
26 \Weks Ended 26 \Weks Ended
January 29, 2005 January 24, 2004
<S> <C <C
CASH FLONS FROM CPERATI NG ACTI VI TI ES:
Net i ncone $ 7,044 $ 6, 170
Adj ustnents to reconcile net income to net
cash provided by operating activities:
I ncone from partnership ( 1,509)
Depreci ation and anorti zation 5, 160 4,479
Deferred taxes 619 660
Provision to value inventories at LIFO 650 675
Tax benefit from exercise of stock options 192 137
Non- cash stock conpensati on 17 46
Changes in assets and liabilities:
(I'ncrease) in merchandi se inventories ( 1, 139) ( 1, 138)
Decrease in patronage dividend receivabl e 2,942 2,592
(I'ncrease) in other current assets ( 1, 283) ( 400)
(I'ncrease) in other assets 81) ( 45)
Increase i n accounts payable to related party 4, 495 4, 467
Increase in accounts payabl e and accrued expenses 357 5, 340
Increase in other liabilities 425 269
Net cash provided by operating activities 17, 889 23, 252
CASH FLOAS FROM | NVESTI NG ACTI VI Tl ES:
Maturity of (investnent in) note receivable
fromrelated party 20, 274 (20,042
Proceeds from partnership distribution 2,516
Capi tal expenditures ( 9, 612) ( 4, 938)
Net cash provided by (used in) investing activities 13,178 ( 24,980)
CASH FLOANS FROM FI NANCI NG ACTI VI TI ES:
Proceeds from exercise of stock options 262 220
Princi pal payments of |ong-term debt ( 5, 926) ( 5, 999)
Di vi dends ( 654) ( 357)
Net cash used in financing activities ( 6, 318) ( 6, 136)
NET | NCREASE ( DECREASE) | N CASH
AND CASH EQUI VALENTS 24,749 ( 7, 864)
CASH AND CASH EQUI VALENTS,
BEG NN NG OF PERI CD 36, 972 48, 500
CASH AND CASH EQUI VALENTS,
END OF PER OD $ 61, 721 $ 40, 636
SUPPLEMENTAL DI SCLOSURE OF CASH
PAYMENTS FOR
I nt er est $ 1,593 $ 1, 508
I ncome t axes $ 4, 856 $ 1, 029
NON- CASH SUPPLEMENTAL DI SCLOSURE:
Investnent in related party $ 4 $
Capital |ease obligation incurred $ 11, 382 $
</ TABLE>
See acconpanyi ng Notes to Consol i dated Condensed Fi nancial Statements.




NOTES TO CONSCLI DATED CONDENSED FI NANCI AL STATEMENTS
(Unaudi t ed)

1. I'n the opinion of managerment, the acconpanyi ng unaudited consol i dat ed
condensed financial statenents contain all adjustnents (consisting of normal and
recurring accruals) necessary to present fairly the consolidated financial
position as of January 29, 2005 and the consolidated results of operations and
cash flows for the thirteen and twenty-si x week peri ods ended January 29, 2005
and January 24, 2004.

The significant accounting policies followed by
(the "Conpany") are set forth in Note 1 to the Conpany's consolidated financi al
statenents included in the July 31, 2004 Annual
Report on Form 10- K, which should be read in conjunction with these financial
st at enent s.

2. The results of operations for the period ended January 29, 2005 are not
necessarily indicative of the results to be expected for the full fiscal year.

3. At both January 29, 2005 and July 31, 2004, approxinately 70% of

ner chandi se inventories are val ued by the LIFO nethod while the balance is
valued by FIFQ |f the FIFO method had been used for the entire inventory,

i nventories woul d have been $11, 764, 000 and $11, 114, 000 hi gher than reported at
January 29, 2005 and July 31, 2004, respectively.

4, The nunber of common shares outstanding for calculation of net income per
share is as foll ows:

<TABLE>
<CAPTI ON>
13 Weeks Ended 26 Weeks Ended

1/ 29/ 05 1/ 24/ 04 1/ 29/ 05 1/ 24/ 04
<S> <C <C <C <C
Wi ght ed average shares outstanding - Basic 3,162, 584 3,094, 518 3,157,779 3,092, 029
Dilutive effect of enployee stock options 27,310 51, 143 25, 357 49,114
Wi ght ed average shares outstanding - D luted 3, 189, 894 3, 145, 661 3,183, 136 3, 141, 143
</ TABLE>

No potential common shares were excluded fromthe cal culation of diluted
ear ni ngs per share.

5. Conpr ehensi ve incore was $4, 357,000 and $7, 044,000 for the quarter and
si x-nonth periods ended January 29, 2005, and $3, 651, 000 and $6, 170,000 for the
quarter and six-nonth periods ended January 24, 2004.

6. The Conpany sponsors four defined benefit pension plans. Net periodic
pension costs for the four plans includes the follow ng conponents:
<TABLE>
<CAPTI ON>
13 Weeks Ended 26 Weeks Ended
1/ 29 05 1/ 24/ 04 1/ 29/ 05 1/ 24/ 04

<S> <C <C <G <C
Servi ce cost $ 396, 000 $ 195, 000 $ 792, 000 $ 390, 000
Interest cost on projected

benefit obligations 280, 000 250, 000 560, 000 500, 000
Expected return on plan assets (186, 000) (174, 000) (372, 000) (348, 000)
Net anortization and deferral 110, 000 61, 000 220, 000 122, 000
Net periodi c pension cost $ 600, 000 $ 332, 000 $1, 200, 000 $ 664, 000

</ TABLE>



As of January 29, 2005, the Conpany has contributed $1,730,000 to its
pension plans in fiscal 2005. The Conpany expects to contribute an additional
$656, 000 during the remainder of fiscal 2005 to fund its pension plans.

7. The Conpany cl osed a stand al one drugstore on Decenber 5, 2004. The
Conpany remains obligated for future | ease commtnents for the closed store. In
accordance with Statenent of Financial Accounting Standards No. 146, Accounting
for Costs Associated with Exit or Disposal Activities, the Conpany recorded a
charge in the second quarter of fiscal 2005 for future | ease obligations, net of
estimated subl ease rentals, in the anount of $463,000. This charge is included
in operating and administrative expense in the consolidated statenent of
operations. As of January 29, 2005, $58,000 of these costs have been incurred,
with aremaining liability of $405, 000.

| TEM 2.

MANAGEMENT' S DI SCUSSI ON AND ANALYSI S CF FI NANCI AL CONDI Tl ON
AND RESULTS OF CPERATI ONS

OVERVI EW

The Conpany operates a chain of 23 supermarkets in New Jersey
and eastern Pennsylvania The Conpany is the second | argest nenber of Wakefern
Food Corporation ("Wakefern"), the nation's largest retail er-owned food
cooperative. As further described in the Conpany's Form 16K, this ownership
interest in Wakefern provides the Conpany nany of the econonmies of scale in
purchasi ng, distribution, advanced retail technology and advertising associ ated
with I arger chains.

The Conpany's stores, five of which are owned, average 55,000 total square
feet. Larger store sizes enable the Conpany to offer the specialty departnents
that customers desire for one-stop shopping, including pharnacies, natural and
organi c departnments, ethnic and international foods, and hone neal replacenent.
On Cctober 27, 2004, the Conpany opened an 80, 000 square foot store in Soners
Poi nt, New Jersey to replace a snaller store.

W consider a variety of indicators to evaluate our performance, such as
sanme store sales; sales per store; percentage of total sales by departnent;
shrink; departmental gross profit percentage; sales per l|abor hour; and hourly
labor rates. In recent years, the Conpany, as well as many of our conpetitors,
has faced substantial increases in enployee health and pension costs under union
contracts and for non-union associ at es.

RESULTS OF CPERATI ONS

Sal es. Sales were $255,992,000 in the second quarter of fiscal 2005, an
increase of 5.7%fromthe second quarter of the prior year. Sales increased due
to the opening of the Soners Point replacenent store on Cctober 27, 2004 and a
4.7%increase in sane store sales, partially offset by the closing of a
stand-al one drug store. Approximately 31%of the inprovement in same store
sal es was due to higher sales in the recently renodel ed Bernardsville store. In
addi tion, same store sales increased due to continued inproverment in stores
opened and renodel ed in recent fiscal years and increases in retail prices in
certain categories resulting frominflation. New stores and replacement stores
are included in same store sales in the quarter after the store has been in
operation for four full quarters. Store renovations are included in sane store
sal es i medi ately.



