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Financial Highlights

(dollars in thousands, except per share data) 2005 20042 2003* 2002 2001*
Net Sales $2,964,655 $2,868597 $2,724,739  $2,644,198  $ 2,743,290
Total Operating Profit 115,260 112,414 102,112 93,802 48,702
Net income (loss) 68,598 64,659 59,882 51,983 (727)
Net income (loss) per share
Basic 1.45 139 129 112 (0.02)
Diluted 144 138 129 112 (0.02)
Dividend per share 0.44 0.40 0.36 0.36 0.36
Total assets 1,203,640 1,109,097 1,065,022 1,039,271 940,064
Long-term debt —
including current portion 163,445 166,287 189,095 185,892 157113
Shareholders’ equity 608,942 549,710 495,265 457,688 445,353
Book value per share 12.82 11.76 10.71 9.85 9.61
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1 The following charges in fiscal 2004, 2003, 2002, and 2001 are included in the financial highlights:
Fiscal 2004: Net pre-tax exit and impairment charges at A&E of $384,000 ($238,000 after income tax benefits) related to severance costs.
Fiscal 2003: Net pre-tax exit and impairment charges of $580,000 ($360,000 after income tax benefits, or $0.01 per diluted share) related to asset impairments.
Fiscal 2002: Net pre-tax charges of $7.1 million ($4.4 million after income tax benefits, or $0.09 per diluted share) related to asset impairments and other exit costs.
Fiscal 2001: Net pre-tax charges of $47.1 million ($28.7 million after income tax benefits, or $0.62 per diluted share) related to asset impairments and other exit
costs and $20 million of additional income taxes ($0.43 per diluted share) related to a settlement with the Internal Revenue Service.
2 53-week year.



Eleven-Year Financial and Operating Summary

(dollars in thousands, except share and per share data) 2005 200433 20032 20022
Net Sales*
Harris Teeter $ 2,644976 $ 2,572,367 $ 2,431,632 $ 2,349,650
American & Efird 319,679 296,230 293,107 294,548
Total Net Sales $ 2,964,655 $ 2,868,597 $ 2,724,739 $ 2,644,198
Operating Profit (Loss)*
Harris Teeter $ 113580 $ 104406 $ 93622 $ 88,773
American & Efird 9,010 13,073 13,624 12,495
Corporate (7,330) (5,065) (5,134) (7,466)
Total Operating Profit $ 115260 $ 112414 $ 102,112 $ @ 93,802
Net Income (Loss) $ 68598 $ 64659 $ 59,882 $ 51,983
Net Income (Loss) Per Share — Diluted 1.44 138 129 112
Common Dividend 0.44 0.40 0.36 0.36
Shareholders’ Equity $ 608942 $ 549,710 $ 495265 $ 457688
Percent Return on Beginning Equity 12.5% 13.1% 13.1% 1.7%
Book Value Per Share $ 1282 $ 1176 $ 10.71 $ 9.85
Capital Expenditures
Harris Teeter $ 115673 $ 83941 $ 64370 $ 66,591
American & Efird 13,552 8,104 9,197 7,833
Corporate 25 a7 14 4,692
Total Capital Expenditures $ 129250 $ 92,092 $ 73581 $ 79,116
Working Capital $ 134,127 $ 187971 $ 165192 $ 165911
Total Assets 1,203,640 1,109,097 1,065,022 1,039,271
Long-Term Debt — Including Current Portion 163,445 166,287 189,095 185,892
Long-Term Debt as a Percent of Capital Employed 21.0% 23.0% 27.3% 28.5%
Number of Employees 20,400 18,200 17500 17,650
Common Shares Outstanding 47,488,979 46,730,758 46,223,233 46,454,188

1 The historical Net Sales and Operating Profit for fiscal 1996 and 1995 represent continuing operations, and do not include the
Sales and Operating Profit of Jordan Graphics Inc. which was discontinued in fiscal 1996.

2 Operating Profit, Net Income, Net Income Per Share — Diluted and related returns include the following exit and impairment
charges and tax settlement, which are more fully described in the Company’s annual report on Form 10-K:

Fiscal 2004: Exit and impairment charges at A&E of $384,000 ($238,000 after taxes).

Fiscal 2003: Exit and impairment charges at A&E of $580,000 ($360,000 after taxes, or $0.01 per diluted share).

Fiscal 2002: Exit and impairment credits at Harris Teeter of $710,000 ($431,000 after taxes, or $0.01 per diluted share)
and exit and impairment charges at A&E of $7,823,000 ($4,825,000 after taxes, or $0.10 per diluted share).

Fiscal 2001: Exit and impairment charges at Harris Teeter of $45,035,000 ($27,370,000 after taxes, or $0.59 per diluted share),

exit and impairment charges at A&E of $2,105,000 ($1,285,000 after taxes, or $0.03 per diluted share) and a tax
settlement with the IRS for $20,000,000 ($0.43 per diluted share).

3 53-week year.

4 Includes purchase of assets of Threads USA.




20012 2000 1999 1998 1997 1996 1995
$ 2416799 $ 2,332,908 $ 2273156 $ 2,132,223 $ 1931212 $ 1,833,042 1,711,813
326,491 359,183 361,133 365,184 378,723 317261 307391
$ 2743290 $ 2,692,091 $ 2634289 $ 2497407 $ 2,309,935 $ 2,150,303 2,019,204
$ 31802 $ 59146 $ 55438 $ 52126 $ 45671 $ 48,459 42,114
21,635 47478 48,617 42,070 49,165 34,684 34,614
(4,735) (7178) (7507) (7770) (9,794) (10,109) (8,126)
$ 48702 $ 99446 $ 96548 $ 86426 $ 85042 $ 73,034 68,602
$ (727) $ 51,002 $ 50,714 $ 46772 $ 47731 $ 42,802 39,267
(0.02) 1.10 1.08 100 102 0.92 0.84
0.36 0.36 0.33 0.32 0.32 0.26 0.25
$ 445353 $ 473005 $ 443683 $ 410,725 $ 380,507 $ 346856 $ 316,236
(0.29%) 11.5% 12.3% 12.3% 13.8% 13.5% 13.5%
$ 961 $ 1023 $ 955 $ 882 $ 817 $ 747 $ 6.82
$ 68525 $ 98973 $ 77513 $ 75082 $ 86237 $ 83204 $ 81,447
19,169 19,744 15,658 20,246 28,878 35,605 16,359
27 38 3,766 145 184 4,471 399
$ 87721 $ 18755 $ 96937 $ 95473 $ 115299 $ 123,280 98,205
$ 112272 $ 138091 $ 124060 $ 87333 $ 88893 $ 65134 73,741
940,064 1,020,684 969,924 931,544 885,243 801,702 715,318
157113 227940 198,961 191,931 190,494 164,435 128,952
25.7% 32.1% 30.7% 316% 33.1% 32.2% 29.0%
17,100 20,000 19,800 20,700 19,700 20,100 19,850
46,319,696 46,220,876 46,451,240 46,554,591 46,599,301 46,461,290 46,373,666




Letter to Our Shareholders

Dear Shareholders:

Our accomplishments during this past year
go beyond the improved financial results we
realized for fiscal 2005. We have undertaken

initiatives in the transformation of our operating

subsidiaries which should allow us to grow our
business, continue to compete effectively and

to be successful. Our prior successes can be
attributable, in part, to our understanding of
our customers and their ever-changing needs.
This knowledge is vital to the changes we make
in our operations designed to support the needs
of our customers. The magnitude may differ,
but both of our operating subsidiaries are going
through a transformation.

We are pleased with our fiscal 2005 results,
especially when considering that the prior year
included an additional week of operations.
Consolidated results for fiscal 2005 (a 52-week

year) compared to the 53 weeks of fiscal 2004 were:

* Net sales increased 3.3% to $2.96 billion
from $2.87 billion

* Operating profit increased 2.5% to $115
million from $112 million

* Net income increased 6.1% to $68.6 million

from $64.7 million
* Earnings per share on a diluted basis
increased 4.4% to $1.44 from $1.38.

These results have provided the capital
that we intend to reinvest into the business.
During 2005 we grew our business by opening
10 new Harris Teeter supermarkets in addition
to acquiring six Winn-Dixie stores that are
undergoing their own transformation to become
Harris Teeter supermarkets. We also made several
strategic investments that expand and diversify
American & Efird’s product lines and grow
its core industrial sewing thread operations in
Asia. Our investing activity will continue into
2006 as we plan to open 19 new Harris Teeter
supermarkets — six of which are the former
Winn-Dixie stores — and explore other oppor-
tunities to build upon American & Efird’s
diversification and global footprint.

Harris Teeter’s focus on customer service is
our best tool in differentiating ourselves from
the competition. Customer service entails:
understanding our customers’ needs; designing
and maintaining clean and attractive stores in
convenient locations; offering a full selection of
top-quality merchandise at reasonable prices;
and hiring, training and retaining knowledgeable
associates to serve our customers. We invest a lot
of time and resources to continually monitor
our customer service to make certain that it is
second to none.



Thomas W. Dickson
President and Chief Executive Officer

As part of our customer service commitment
we have continued to utilize the Harris Teeter
Very Important Customer (VIC) rewards
program that provides our loyal customers with
superior value. The VIC program features
special pricing and frequent shopper rewards
that create excitement for our customers,
and provides information that enables us to
best merchandise our individual locations.

We continually look for ways to enhance this
program in order to improve customer service
through increased value or convenience.

Providing the best customer service also
requires us to understand and respond to
consumer preferences. We have transformed our
merchandising programs and store design to
accommodate our customers’ desire for more
prepared items and specialty foods such as
organic and natural selections. Each Harris
Teeter supermarket is designed and operated for
its particular market area. As such, the degree
of product offerings or number of specialty
departments will be dictated by our customers’
preference in the local market.

John B. Woodlief
Vice President — Finance and Chief Financial Officer

Our focus on customer service and ability to
transform our operations to maintain our high
standards of customer service has resulted in
another year of improved operating results at
Harris Teeter. During fiscal 2005, comparable
store sales increased by 3.00% and operating
profit as a percent to sales improved by 23 basis
points to 4.29%. This is the highest profit
margin in Harris Teeter’s history and we will
continue to explore ways to reduce costs and
further improve our operating efficiencies.

The transformation occurring within American
& Efird is more dramatic than that of Harris
Teeter. Apparel production has continued to
migrate to the Asian market and American & Efird
has expanded operations in Asia so that we can
continue to support our valued customers. During
2005 we made additional investments in China
through a joint venture and with an increased
ownership percentage with our existing partners,
and have increased our production capacity to
meet the ever-increasing demand within this
dynamic market. There is a growing demand for
high-quality sewing thread in the Asian market,
and the benefits of our efforts are being evidenced
by increased sales of premium thread. For the
first time in American & Efird’s history we have
more production capacity in China, including our
joint ventures, than in the United States.






American & Efird

Transformation

Specialty Engineered Yarn Products

We are investing in the future of American &
Efird to continue our position as a leader in the
worldwide thread and specialty engineered yarns
markets. During 2005 we continued with
strategic acquisitions that are a part of a
transformation of our company through the

Total Sales

IN'MILLIONS OF DOLLARS

Operating Profit

IN MILLIONS OF DOLLARS

omestic

132 194
137 158
152 141
157 139
168 152

Foreign | D

293
21.6
125
13.6
13.1
9.0

296
320

3
295

1 Includes exit and impairment costs as follows: '04 —$ 0.4; '03—$ 0.6; '02—$ 7.8; '01—$ 2.1

diversification of our product lines and the
expansion of our global footprint.

The continued diversification of our product
lines was enhanced in 2004 when we purchased
Synthetic Thread Company, Inc., a provider of
non-apparel thread and specialty engineered
yarns. During 2005 we expanded our presence
by acquiring Ludlow Textiles Company, Inc.
which manufactures a variety of non-apparel
threads, specialty engineered yarns, and related
products for non-apparel industries. We now
produce specialty engineered yarn products
made of nylon, polyester, Kevlar®, Nomex®, and
other value-added yarns for binding, braiding,
ripcords, markers, twines and other applications



Industrial Thread Products

that require custom-designed solutions. These
products are highly engineered components used
in a wide variety of industrial applications in the
automotive, telecommunication, wire and cable,
and other industries. The specialty engineered
yarns market represents a unique opportunity
for American & Efird to apply its manufacturing
expertise and global distribution capabilities to
supply value-added products to a wide variety of
industries that are distinctly different from the
apparel industry.

In August 2005, we continued our
diversification by acquiring Robison-Anton
Textile Co. and certain of its affiliated comp-
anies. Robison-Anton is a highly recognized
global brand and a leading producer of high-
quality value-added embroidery threads. We
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will be focused on expanding the embroidery
thread business both in the U.S. and throughout
the world.

Sales gains we have realized from the
acquisitions of Synthetic, Ludlow and Robison-
Anton in the U.S. will help offset domestic sales
declines resulting from the shifting of apparel
production out of the United States. As we
consolidate the operations of the acquired
businesses, we expect to realize synergies and
productivity efficiencies in our United States
manufacturing facilities.

Embroidery Products



