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Conpany Profile

The Geat Atlantic & Pacific Tea Conpany, Inc. (“ We,’ “ Qur,” “ Us”

or “ our Conpany” ), based in Mntvale, New Jersey, operates conbination
food and drug stores, conventional supermarkets and |limted assortnent
food stores in 14 U S. states, the District of Colunbia and Ontari o,
Canada, under the A&P®, Wal dbaumis”, Super Foodmart, The Food Enporium’,
Super Fresh® Farmer Jack® Kohl’'s, Sav-A-Center® Dominion® Utra Food
& Drug, Food Basics" and The Barn Markets trade nanes. Through our
Conpass Foods Division, we also manufacture and distribute a |ine of
whol e bean coffees under the Eight O O ock® Bokar® and Royal e® | abel s,
both for sale through our own stores as well as other retail channels.

CEO Letter to Stockhol ders

To CQur Stockhol ders,



Fi scal 2002 was a chal | engi ng year for A&P, the supermarket
i ndustry, and nost retail sectors. Qur performance reflected the
general business environnment in the United States, as well as internal
i ssues that inpacted our results. A positive result was the excellent
performance of our Canadi an operation, which again achieved strong
sal es and earni ngs grow h.

The inmpact and effects of Septenber 11, 2001 continued to wei gh on
the Nation’s nmood and outl ook throughout fiscal 2002. Honel and
security issues, the mlitary involvenent in Afghanistan, and
appr ehensi on about the eventual war in Iraq fostered ongoi ng concern
that stifled business performance, personal investnents, enploynent
growt h and overall consuner spendi ng throughout our donestic markets.

Across our industry, shoppers enphasi zed econony. They bought |ess
overall, traded down to lower-priced alternatives, and for the first
time in many years, spent additional time to save noney. This included
shopping sale itens across conpeting supermarkets, as well as
di scounters, drugstores, warehouse clubs and other non-traditional food
retailers using consumables to drive traffic in their stores.

Those conditions induced nost U.S. food retailers, including our
own retail banners, to invest significant gross margin dollars in nore
aggressive pronotion and pricing to nmaintain market share. Al though we
wer e successful in protecting our market share, the cost of doing so
was hi gh, maki ng our Conpany unprofitable overall.

By the latter part of the year, it became clear that significant
changes were required to halt the decline of our U S. business,
mai ntain our nmonentum i n Canada, and ensure our |long termfinancial
health. This resulted in the follow ng actions:

. We created two strategic and structurally independent business
units, A& U. S. and A& Canada, each with its own chief executive
reporting directly to nme. Brian Piwek, a veteran supermarket
i ndustry executive who had directed the turnaround and devel opnent
of A&P Canada over the past five years, was naned chi ef executive
of AP U.S. Eric Caus, |ikew se an experienced and successf ul
super mar ket industry executive in Canada, was recruited to succeed
M. Piwek there.

. Key functions directly supporting retail store operations were
noved out of our Corporate organi zation and redeployed wthin the
new busi ness units.

. We reduced adm nistrative overheads by elim nating redundancy,
renovi ng operating |ayers and consolidating field managenent in
the U S. business, and elim nating non-essential Corporate
functions without inpacting our ability to govern a public

conpany.

. We inpl emented a general administrative salary and hiring freeze
in our Corporate office and U.S. business unit, which remains in
force.



. We decided to divest non-strategic assets in order to | ower debt,
reduce ongoi ng expenses and devote Conpany resources to those
busi nesses with the best potential for profitable growth in our
system We have conpleted the sale of our A&P stores in northern
New Engl and and our Kohl's stores in Madison, Wsconsin. W are
pursuing the sale of the Kohl’s stores in MI|waukee and our Ei ght
O C ock Coffee business. Qur target is to realize about $300
mllion in proceeds when these divestitures are conpl et ed.

These decisive actions will inprove our financial position, the
gqual ity and experience of our operating |eadership, and our ability to
conpete in a nore cost-driven environnent. In addition, we anticipate
benefits fromkey infrastructure and operating inprovenents that
progressed in fiscal 2002.

Qur supply chain and business process initiative was conpl eted
| ast year within budget and ahead of schedul e. We now have in place
the critical information platformthat will enable us to nanage our
entire grocery supply chain with advanced supply and | ogi stics,
cat egory managenent, nerchandi sing and store operations tools and
systens. W are now positioned to | everage our scale, |ower operating
costs and enhance store product assortnents throughout our U S. and
Canadi an operati ons.

An early benefit of this initiative was our ability to reduce
war ehouse and store inventory by approximately $100 nmillion in the two
years since we inplenented the supply and | ogistics conmponent of the
total infrastructure. W anticipate additional inprovenent as we nove
forward with the integration of online ordering capability in all of
our stores, a nore recently deployed el enment of the conpleted supply
chain initiative.

We are also pleased with the progress of our strategic sourcing
initiative. This purchasing approach has hel ped us to | everage our
Conmpany’s scale to produce nulti-mllion dollar savings through the
chai n-wi de procurenent of supplies, equipnent and services needed to
operate our business. W are expanding the scope of this initiative,
and in addition, integrating it with our category managenent efforts to
| oner the cost of consumer nerchandi se as well.

| amvery pleased with the continued excellent performance of A&P
Canada, which achi eved record sales and earnings in fiscal 2002.
Al t hough the nore favorabl e Canadi an econony has been a factor in our
success, A&P Canada was well positioned to capitalize by virtue of its
| eadershi p, marketing strategies and operating execution.

Qur Canadi an Conpany’s mai nstream A&P, Dom ni on and The Barn
banners are establishing a growi ng reputation for superior fresh foods
and custoner service. W also benefited fromthe ongoing growh of our
| ow cost, low priced, limted assortnment Food Basics concept. W have
earmar ked significant capital for our Canadi an operations in fiscal
2003, to accelerate our progress in Canada.

Anticipating no inprovenent in the econom c, consuner or
conpetitive environnment in the U.S., we remain conservative in our
overall outl ook for sales and earnings inprovenent in fiscal 2003. W
have prepared for the continuing challenge by taking steps to | ower
debt and expenses, securing necessary financing, and installing
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experienced retail managenent in both the U S. and Canadi an busi ness
units.

Qur managenent changes and ot her deci sive actions have begun
stabilizing our U S. business while driving continued success in
Canada, and will position our Conpany as a whole to capitalize when
conditions inprove and opportunities materialize. Qur |ong term goal
remains the growmh of our entire North American business through two
equal |y successful business units, A& U S. and A&P Canada. | am
confident that in time, this goal will be achieved.

| want to extend ny personal thanks to all of our associ ates,
custoners, suppliers and investors for their continued support in
fiscal 2002.

Chri sti an Haub
Chai rman of the Board,
Presi dent and Chi ef Executive Oficer



The Great Atlantic & Pacific Tea Conpany, |nc.
Managenent’ s Di scussi on and Anal ysi s

| NTRODUCTI ON

Thi s Managenent’ s Di scussion and Anal ysis describes matters
consi dered by Managenment to be significant to understanding the
financial position, results of operations and liquidity of our Conpany,
i ncluding a discussion of the results of operations as well as liquidity
and capital resources. These itens are presented as foll ows:

o Basis of Presentation — a discussion of our Conpany’s fiscal year-
end
o Operating Results and Liquidity and Capital Resources — a

di scussion of results for fiscal 2002 and 2001, significant
business initiatives, current and expected future liquidity and the
i npact of various market risks on our Conpany

o Mar ket Ri sk — a discussion of the inpact of market changes on our
consol idated financial statenents

. Critical Accounting Estimates — a discussion of significant estimates
made by Managenent

. | npact of New Accounting Pronouncenents — a discussion of
aut horitative pronouncenents that have been or will be adopted by
our Conpany

BASI S OF PRESENTATI ON

Qur fiscal year ends on the last Saturday in February. Fiscal 2002
ended February 22, 2003, fiscal 2001 ended February 23, 2002 and fi scal
2000 ended February 24, 2001. Fiscal 2002, fiscal 2001 and fiscal 2000
were each conprised of 52 weeks. Except where noted, all net incone
(l oss) per share data presented is both basic and dil uted.

OPERATI NG RESULTS AND LI QUI DI TY AND CAPI TAL RESOURCES
Fi scal 2002 Conmpared with 2001

OVERAL L
Sal es for fiscal 2002 were $10.79 billion, conmpared with $10.97
billion for fiscal 2001; conparable store sales, which includes stores

t hat have been in operation for two full fiscal years and repl acenent
stores, increased 0.4% Net |oss per share for fiscal 2002 was $5.03
conpared to a net |oss per share of $1.88 for fiscal 2001. Included in
our results for fiscal 2002 was a $134 nillion provision for income
taxes related to our U S. net deferred tax asset valuation all owance
($3.48 per share; see Note 9 of our Consolidated Financial Statenents),
an extraordinary gain of $12.2 mllion or $0.31 per share for the cost
of repurchasing $50.7 nmillion of our 7.75% Notes due April 15, 2007 and
$44.5 mllion of our 9.125% Notes due Decenber 15, 2011, a $6.4 million



gain ($9.6 mllion after tax or $0.25 per share) relating to our asset
di sposition initiative (see Note 2 of our Consolidated Financial
Statenents) and a nonrecurring pretax gain of $1.7 mllion ($1.0
mllion after tax or $0.03 per share) from proceeds received as a
result of the sale of securities received as part of the
derut ual i zati on of The Prudential |Insurance Conpany (see Note 15 of our
Consol i dat ed Fi nancial Statenents).
The Great Atlantic & Pacific Tea Conpany, Inc.
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SALES

Sales for fiscal 2002 of $10.79 billion decreased $179 mllion or
1.6% from sales of $10.97 billion for fiscal 2001. The |ower sales
were due to a decrease in retail sales of $215 million partially offset
by an increase in whol esale sales of $36 nmillion. The decrease in

retail sales was attributable to the closure of 114 stores since the
begi nni ng of fiscal 2001, of which 42 were closed in fiscal 2002, which
decreased sales by $436 nmillion. Included in the 114 stores cl osed
since the beginning of fiscal 2001 were 37 stores closed as part of the
asset disposition initiative. This decrease was partially offset by

t he opening of 52 new stores since the beginning of fiscal 2001, of
which 31 were opened in fiscal 2002, increasing sales by $163 mllion.
This was additionally offset by increased conparable store sales for
fiscal 2002 of 0.4% (down 1.0%in the U S. and up 6.6% in Canada) when
conpared to fiscal 2001 and the favorable effect of the Canadi an

exchange rate, which increased sales by $2 nmillion. The increase in
whol esal e sal es was attributable to higher sales volune of $35 million
and the favorable effect of the Canadi an exchange rate of $1 mllion.

Sales in the U S for fiscal 2002 decreased by $366 mllion or 4.3%
conpared to fiscal 2001. Sales in Canada for fiscal 2002 increased by
$187 million or 7.5%fromfiscal 2001.

Aver age weekly sal es per supernarket were approxi mately $284, 500 for
fiscal 2002 versus $275,100 for the correspondi ng period of the prior
year, an increase of 3.4% This increase was primarily due to:

. Closure of smaller stores with | ower average weekly sal es;
. Cl osure of underperform ng stores; and
. Openi ng and renodel ing of |arger stores.

GROSS MARG N

Gross margin as a percentage of sal es decreased 40 basis points to
28.31% for fiscal 2002 from 28.71%for fiscal 2001. The gross nargin
dol I ar decrease of $95 million resulted from decreases in sales vol une
and the gross nmargin rate partially offset by the favorabl e Canadi an
exchange rate. The U.S. operations gross margin decrease of $121
mllion resulted fromdecreases of $112 million due to | ower sales
volune and $9 nmillion due to a |lower gross margin rate. The Canadi an
operations gross margin increase of $26 mllion resulted fromincreases
of $41 mllion due to higher sales volune and $1 million from
fluctuations in the Canadi an exchange rate partially offset by a
decrease of $16 mllion due to a | ower gross margin rate.




This 40 basis point decrease was caused primarily by the follow ng:

. More aggressive pronotional activity during the current period in
order to drive sales volune and protect narket share; and

. Increased inventory shrink |osses during the current year period
conpared to the prior year period.

The Great Atlantic & Pacific Tea Conpany, |nc.
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Included in gross margin for fiscal 2002 and 2001 were costs
related to our asset disposition initiative of $1.2 mllion and $3.9
mllion, respectively, which were incurred to mark down inventory in
stores announced for closure.

Gross margin for fiscal 2001 also included costs of $6.3 mllion
incurred as part of our business process initiative. These costs were
incurred to mark down inventory to be discontinued as a result of
detai |l ed category managenent studi es.

STORE OPERATI NG, GENERAL AND ADM NI STRATI VE EXPENSE

Store operating, general and adm nistrative expense (“ SGA’ ) was
$3.05 billion for fiscal 2002 conpared to $3.23 billion for fisca
2001. As a percentage of sales, SG&&A was 28.24% for fiscal 2002
conpared to 29.48% for fiscal 2001. Included in S&A for fiscal 2002
and 2001 were net gains of $7.7 mllion and net costs of $189.6
mllion, respectively, relating to our asset disposition initiative as
described in Note 2 of our Consolidated Financial Statenments. Also
included in SGA for fiscal 2002 was a gain of $1.7 million related to
the sale of securities received as part of the demutualization of The
Prudential | nsurance Conpany as described in Note 15 of our
Consol i dated Financial Statenents. Excluding these itens, SGA as a
percentage of sales for fiscal 2002 woul d have increased 9 basis
poi nts conpared to decreasing SGRA as a percentage of sales by 173
basis points for fiscal 2001

The major itens inpacting this increase include:

o Hi gher severance costs in the U S.;
o I ncreased | abor costs as a percentage of sales in the U S.;

. H gher consulting costs due to a non-nerchandi se product and
service sourcing initiative; and

o Hi gher cl osed store expenses for stores closed during the normal
course of business.

Partially offset by the foll ow ng:

. Lower costs related to our business process initiative;
. H gher gains on the sale of property and equi pnent during fisca

2002;
. Lower nmanagenent incentive bonus expenses; and
e A S$7 million reduction of accruals for occupancy costs primarily

related to a change in estinmte.

I ncluded in S&A for fiscal 2002 and 2001 were $60.5 mllion and
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$91.6 mllion, respectively, relating to our business process
initiative. Such costs primarily included professional consulting fees
and sal aries, including related benefits, of enployees working full-tinme
on the initiative.

Also included in SGA for fiscal 2002 were $18.9 million in
impai rment | osses related to stores that were or will be closed in the
normal course of business. |In fiscal 2001, there was
$96.4 mllion in inpairnment |osses, of which $80.9 mllion relates to
the asset disposition initiative as discussed in Note 2 of our
Consol i dat ed Fi nanci al Statenents.

The Great Atlantic & Pacific Tea Conpany, Inc.
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| NTEREST EXPENSE
I nterest expense of $85 nmillion for fiscal 2002 decreased fromthe
prior year amount of $92 million due primarily to the follow ng:

. Lower interest expense on our Secured Credit Agreenment during
fiscal 2002 conpared to fiscal 2001 due to decreased rates and
borrow ngs; and

o The inpact of interest rate swaps which commenced in the fourth
quarter of fiscal 2001.

Partially offset by the foll ow ng:

. Hi gher interest expense on the $275 million 9.125% Seni or Notes due
Decenber 15, 2011 which were issued to refinance $178 mllion of
the $200 mllion 7.70% Seni or Notes due January 15, 2004.

The decreased borrow ng requirenent on our Secured Credit Agreenent
was primarily caused by the foll ow ng:

. Cash generated from operating activities;

. Proceeds received fromthe refinancing of $178 mllion of the $200
mllion 7.70% Seni or Notes due January 15, 2004 with the issuance
of $275 million 9.125% Seni or Notes due Decenber 15, 2011; and

. Proceeds received as a result of the denmutualization of The
Prudential | nsurance Conpany as described in Note 15 of our
Consol i dated Fi nanci al St atenents.

| NCOVE TAXES
The provision for income taxes for fiscal 2002 was $136.2 mllion
conpared to a benefit frominconme taxes of $43.6 mllion in fiscal 2001.

The change in the provision for inconme taxes relates to the absence of
the tax benefit of U S. |osses that woul d have been recorded had a

val uation all owance of $133.7 mllion not been recorded and of f set

agai nst our net U S. deferred tax asset during the second quarter of
fiscal 2002. During the remai nder of fiscal 2002, the val uation

al  ownance was increased by $32.9 mllion. Statenent of Financial
Account i ng

Standards (“ SFAS” ) 109 “ Accounting for Incone Taxes” requires that a



val uation all owance be created and offset against the net deferred tax
asset if, based on existing facts and circunstances, it is nore |ikely
than not that some portion or all of the net deferred tax asset will not
be realized (see Note 9 of our Consolidated Financial Statenents).

Fi scal 2001 Conmpared with 2000

OVERALL
Sales for fiscal 2001 were $10.97 billion, conpared with $10. 62
billion in fiscal 2000; conparable store sales, which includes stores

that have been in operation for two full fiscal years and repl acenent
stores, increased 2.6% Net |oss per share for fiscal 2001 was $1.88
conpared to a net loss of $0.51 for fiscal 2000. Included in our
results for fiscal 2001 was an

The Great Atlantic & Pacific Tea Conpany, Inc.
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extraordinary after tax loss of $7 mllion or $0.19 per share for the
cost of repurchasing $178 million of our 7.70% Seni or Notes due January
15, 2004 and $20 nmillion of our 7.75% Notes due April 15, 2007, a $193
mllion charge ($112 nmillion after tax or $2.88 per share — dil uted)
relating to our asset disposition initiative (see Note 2 of our
Consol i dated Financial Statenents), and a nonrecurring pretax gain of
$61 mllion ($35 mllion after tax or $0.90 per share — diluted) from
proceeds received as a result of the demutualization of The Prudenti al

| nsurance Conpany.

SALES

Sal es for fiscal 2001 of $10.97 billion increased $350 mllion or
3.3% fromsal es of $10.62 billion for fiscal 2000. The higher sales
were due to increases in retail sales of $304 million and whol esal e
sales of $46 mllion. The increase in retail sales was attributable
to the opening of 68 new stores since the beginning of fiscal 2000, of
whi ch 21 were opened in fiscal 2001, increasing sales by $535 mllion.
This increase was partially offset by the closure of 121 stores since
t he begi nning of fiscal 2000, of which 72 were closed in fiscal 2001,
whi ch decreased sales by $437 million. Included in the 72 stores
closed in fiscal 2001 were 31 stores closed as part of the asset
di sposition initiative. Additionally, the unfavorable effect of the
Canadi an exchange rate decreased sales by $81 mllion. The remai nder
of the increase in sales was caused primarily by increased conparabl e
store sales for fiscal 2001 of 2.6% (1.5%in the U S. and 7.8%in
Canada) when conpared to fiscal 2000. The increase in whol esal e sales
was attributable to higher sales volunme of $76 mllion partially
of fset by the unfavorable effect of the Canadi an exchange rate, which
decreased sal es by $30 million.

Sales in the U S. increased by $243 nmillion or 2.9% conpared to
fiscal 2000. Sales in Canada increased by $107 million or 4.5% from
fiscal 2000.

Aver age weekly sal es per supermarket were approximately $275, 100 for

fiscal 2001 versus $263,000 for the corresponding period of the prior
year, an increase of 4.6%
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GROSS MARG N

Gross margin as a percentage of sales increased 8 basis points to
28.71% for fiscal 2001 from 28.63%for fiscal 2000. The gross margin
dol lar increase of $109 million resulted fromincreases in sales
vol une and the gross margin rate partially offset by a decrease in the
Canadi an exchange rate. The U.S. operations gross nmargin increase of
$80 mllion resulted fromincreases of $74 mllion due to higher sales
volunme and $6 million due to a higher gross margin rate. The Canadi an
operations gross margin increase of $28 mllion resulted from
i ncreases of $48 million due to higher sales volune and $5 million due
to higher gross margin
rate partially offset by a decrease of $25 million fromfluctuations
in the Canadi an exchange rate.

Included in gross margin for fiscal 2001 were costs related to our
asset disposition initiative of $3.9 mllion which were incurred to
mar Kk down inventory in stores announced for closure.

The Great Atlantic & Pacific Tea Conpany, Inc.
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STORE OPERATI NG GENERAL AND ADM NI STRATI VE EXPENSE

SGRA was $3.23 billion for fiscal 2001 conpared to $2.98 billion
for fiscal 2000. As a percentage of sales, SGRA was 29.48% for fisca
2001 conpared to 28.01% for fiscal 2000.

I ncluded in S&A for fiscal 2001 were costs relating to our asset
di sposition initiative of $189.6 mllion as described in Note 2 of our
Consol i dated Financial Statements. Excluding this charge, S&A as a
per cent age of sal es woul d have decreased 173 basis points for fiscal
2001. Also included in S&A for fiscal 2001 and fiscal 2000 were
costs relating to our business process initiative of $91.6 mllion and
$68.4 million, respectively. These costs primarily included
prof essional consulting fees and salaries, including related benefits,
of enployees working full-time on the initiative. Excluding these
charges, SGA woul d have been 256 basis points |ower for fiscal 2001
conpared to 64 basis points lower for fiscal 2000. |In addition,
excl udi ng these charges, the decrease in SGRA as a percentage of sales
fromfiscal 2000 to fiscal 2001 of 45 basis points was prinmarily due
to | ower store advertising costs, |ower store opening and cl osing
costs, and lower litigation expense.

GAIN ON PROCEEDS FROM THE DEMUTUALI ZATI ON OF A MUTUAL | NSURANCE COMPANY

During fiscal 2001, we received cash and common stock totaling $61
mllion fromthe denutualization of The Prudential Insurance Conpany.
Thi s anbunt was recorded as a nonrecurring gain and included in the
determ nation of pretax inconme for fiscal 2001

| NTEREST EXPENSE

I nterest expense of $92 nmillion for fiscal 2001 decreased fromthe
prior year anpunt of $102 million. This was due to decreased
borrow ng requirenments during fiscal 2001 conpared to fiscal 2000 as a
result of |ower capital expenditures, a reduction in working capital
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and the proceeds received on the sal e | easeback transacti ons descri bed
in Note 14 of our Consolidated Financial Statenents. The reduction
was also partially due to a decrease in interest rates.

ASSET DI SPOSI TI ON | NI TI ATl VE

In May 1998, we initiated an assessnent of our business operations
in order to identify the factors that were inpacting our perfornmance.
As a result of this assessnent, in fiscal 1998 and 1999, we announced a
plan to close two warehouse facilities and a coffee plant in the U S.,

a
bakery plant in Canada and 166 stores including the exit of the
Ri chnond, Virginia and Atlanta, Georgia markets.

As of February 23, 2002, we closed all stores and facilities
related to this phase of the initiative. W paid $29 mllion of the
total net severance charges fromthe time of the original charges
t hrough February 22, 2003, which resulted fromthe term nation of
approxi mately 3,400 enpl oyees. The remaining severance liability
primarily relates to future obligations for early wthdrawals from
mul ti - enpl oyer uni on pensi on pl ans.

The Great Atlantic & Pacific Tea Conpany, |nc.
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The follow ng table summarizes the activity related to the
af orenmenti oned charges over the last three fiscal years:

Sever ance
and
Cccupancy Benefits Tot al

Bal ance at Feb. 24, 2001 $ 82,861 $ 2,721 $ 85,582
Addi tion 3,818 - 3,818
Uilization (23,302) ® (544) (23, 846)

Bal ance at Feb. 23, 2002 63, 377 2,177 65, 554
Addi tion 3,159 - 3,159
Uilization (13, 616) 2 (370) (13, 986)
Adj ust ment (3, 645) 639 (13, 006)

Bal ance at Feb. 22, 2003 $ 49, 275 $ 2,446 $ 51,721

(1) The additions to occupancy of $3.8 million and $3.2 million during fiscal 2001
and 2002 represent the present value of accrued interest related to | ease
obl i gati ons.

(2) Cccupancy utilization of $23.3 million and $13.6 million during fiscal 2001 and
2002 represent | ease and ot her occupancy paynents nmade during those peri ods.

(3) At each bal ance sheet date, we assess the adequacy of the bal ance to determn ne
if any adjustnments are required as a result of changes in circunstances and/or
estinmates. W have continued to nake favorable progress in marketing and
subl easing the closed stores. As a result, during fiscal 2002, we recorded a
reduction of $3.6 mllion in SGRA expense related to this phase of the
initiative. Further, we increased our reserve for future mni num pension
liabilities by $0.6 nmillion to better reflect expected future payouts under
certain collective bargai ni ng agreenents.

At February 22, 2003, approximately $8.6 mllion of the reserve was

included in “ Other accruals” and the renaining anount was included in
“ Other non-current liabilities” in our Consolidated Bal ance Sheets.
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Included in our Consolidated Statenments of Qperations are the
operating results of the 166 underperform ng stores that we have
exited. The operating results of these stores are as foll ows:

Fi scal 2002 Fi scal 2001 Fi scal
2000
Sal es $ — $ 197 $ 678
Qperating | oss $ = $(108) $ (139)

During the third quarter of fiscal 2001, our Board of Directors
approved a plan resulting fromour review of the performance and
potential of each of our businesses and individual stores. At the
conclusion of this review, we determ ned that certain underperformng
operations, including 39 stores (30 in the United States and 9 in
Canada) and 3 warehouses
shoul d be cl osed and/or sold and certain adm nistrative streanlining
shoul d take place. As a result of these decisions, we announced on
Noverber 14, 2001 that we woul d incur costs of approximately $200 —
$215 mllion pretax through fiscal 2002. The follow ng table details
t he ambunts charged to our Consolidated Statenents of Operations since
t he announcenent of this phase of the initiative:

The Great Atlantic & Pacific Tea Conpany, Inc.
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Fi scal 2002 Fi scal 2001
Cost of nerchandi se sol d $ (1,263) @ $ (3,888)

Store operating, general and

admi ni strative expense )

4, 651

(189, 580) ©
Pretax credit (charge) $ 3,388 $(193, 468)
(a) The amounts included in “ Cost of merchandi se sold” in our Consolidated

Statements of Operations were conprised solely of inventory markdowns that were
expensed as incurred.

(b) The pretax credit of $4.7 mllion included in “ Store operating, general and
admini strative expense” in our Consolidated Statements of Operations for fisca
2002 consisted of $10.7 mllion of net adjustments prinarily related to reversals
of previously accrued anounts for vacancy related costs and the recognition of a
gain on the disposal of fixed assets in the anbunt of $1.7 mllion partially

offset by $4.1 mllion related to closing costs that were expensed as incurred
and $3.6 mllion related to severance.

(c) O the pretax charges of $189.6 nmillion net included in “ Store operating,
general and adm nistrative expense” in our Consolidated Statenments of Operations
for fiscal 2001, $80.8 mllion related to future vacancy costs, $24.3 mllion
related to net severance charges, $81.5 mllion related to fixed asset and

goodwi I | wite-downs and $3.0 million related to closing costs that were expensed
as incurred.

To the extent fixed assets included in the itens noted above could
be used in other continuing operations, we have or will transfer those
assets as needed. Fixed assets that we cannot transfer to other
operations will be scrapped. Accordingly, the wite-down recorded
during fiscal 2001 was based on expected transfers.
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Included in the $3.4 million net credit and $193.5 mllion net
charge recorded during fiscal 2002 and 2001, respectively, were other
charges related to the plan that were not accounted for
in the reserve recorded on our Consolidated Bal ance Sheets because they
wer e expensed as incurred. Such costs have been expensed as incurred
while the asset disposition was being executed. During fiscal 2002 and
2001, these costs ambunted to $5.3 million and $8.7 mllion,
respectively, which were primarily related to non-accruabl e cl osing
costs and inventory
mar kdowns. Also included in the $193.5 mllion net charge recorded
during fiscal 2001 was a reversal of previously accrued severance and
benefits of $0.6 mllion related to a reduction in the severance
paynents required to be made to certain store enployees in Canada in
accordance with Ontario provincial law. During fiscal 2002, we
recorded net adjustnents of
$10.7 mllion primarily related to reversals of previously accrued
vacancy related costs. Refer to note (3) in the table below These
costs for both years are excluded fromthe table bel ow, which
represents only the reserve recorded on our Consolidated Bal ance Sheets
as well as the goodwi | I/fixed asset writedowns.

The Great Atlantic & Pacific Tea Conpany, Inc.
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The followwng table summarizes the activity related to the
aforenentioned reserve recorded on our Consolidated Bal ance Sheets
si nce the announcenent of the charge in Novenber 2001:

Sever ance
and CGoodwi | I/
Qccupancy Benefits Fi xed Assets Tot al

Oiginal Charge $80, 456 $23, 435 $81,519 $185, 410

Addition 1,673 - - 1,673
Utilization @ (1, 806) (2,891) (81,519) (86, 216)
Adj ust nent @ - (584) - (584)
Bal ance at

February 23, 2002 80, 323 19, 960 - 100, 283
Addi tion @ 4, 090 3,544 - 7,634
Utilization (20, 387) (19, 460) 776 (39,071)
Adj ust ment ® (10, 180) 250 (776) (10,706)
Bal ance at

February 22, 2003 $ 53, 846 $4, 294 $ -$ 58, 140

(1) The additions to occupancy of $1.7 million and $4.1 million during fiscal 2001
and fiscal 2002 represent the present value of accrued interest related to
| ease obligations. The addition to severance of $3.5 million during fisca
2002 related to retention and productivity incentives that were accrued as
ear ned.
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(2) Cccupancy utilization of $1.8 nmillion and $20.4 million during fiscal 2001 and
fiscal 2002 represents vacancy rel ated paynents for closed | ocations.
Severance utilization of $2.9 million and $19.5 million during fiscal 2001 and
fiscal 2002 represents paynments nade to terninated enpl oyees during the period.
Goodwi | I /fixed asset utilization of $81.5 mllion during fiscal 2001 represents
the wite-off of fixed assets of the operations to be discontinued and the
wite-off of goodwill related to the Barn warehouse in Canada that was deened
to be inpaired

(3) At each bal ance sheet date, we assess the adequacy of the bal ance to determ ne
if any adjustnents are required as a result of changes in circunstances and/ or
estimates. As a result, during fiscal 2001, we recorded an adjustnment to
severance and benefits of $0.6 mllion related to a reduction in the severance
paynments required to be made to certain store enployees in Canada. Under
Ontario provincial |law, enployees to be termnated as part of a nass
termnation are entitled to receive conpensation, either worked or paid as
severance, for a set period of tine after the official notice date. Since such
cl osures took place later than originally expected, less tine renmained in the
af orenmenti oned guarantee period. Further, during fiscal 2002, we recorded net
adjustnents of $10.7 million primarily related to reversals of previously
accrued vacancy related costs due to the foll ow ng:

e Favorable results of assigning |eases at certain |locations of $3.6 mllion

e The decision to continue to operate one of the stores previously identified
for closure due to changes in the conpetitive environnent in the market in
which that store is located of $3.3 mllion; and

e The decision to proceed with devel opnent at a site that we had chosen to
abandon at the tine of the original charge due to changes in the conpetitive
environnent in the nmarket in which that site is located of $3.3 nmillion

As of February 22, 2003, we paid approximtely $22 mllion of the
total severance charge recorded, which resulted fromthe term nation of
approximately 1,100 enpl oyees. The renuining individual severance
paynents will be paid by the end of fiscal 2003.

At February 22, 2003, approximately $10.7 mllion of the reserve
was included in “ Qther accruals” and the renmaining anount was
included in “ Oher non-current liabilities” on our Consolidated
Bal ance Sheets.

The Great Atlantic & Pacific Tea Conpany, Inc.
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| ncl uded in our Consolidated Statenments of Operations for fiscal
2002, 2001 and 2000 are the sales and operating results of the
af orenenti oned stores while they were open during the periods
presented. The operating results of these stores were as foll ows:

Fi scal 2002 Fiscal 2001 Fi sca
2000
Sal es $23, 367 $266, 802 $319, 812
Operating |oss $ (746) $(24, 376) $(24, 332)

As of February 22, 2003, we had closed all of the aforenentioned
stores except the one location in the United States at which we have
deci ded to continue operations and one | ocation in Canada where the
cl osi ng was dependent upon the opening of another store in close
proximty. This store subsequently closed in March 2003.

15



Based upon current avail able information, we eval uated the reserve
bal ances as of February 22, 2003 of $51.7 million for the 1998 phase of
the asset disposition initiative and
$58.1 million for the 2001 phase of the asset disposition initiative
and have concluded that they are adequate. W wll continue to nonitor
the status of the vacant properties and adjustnents to the reserve
bal ances will be recorded in the future, if necessary.

LI QUI DI TY AND CAPI TAL RESOURCES

W had working capital of $9 million at February 22, 2003 conpared
to working capital of $28 million at February 23, 2002. W had cash
and cash equival ents aggregating $199 mllion at February 22, 2003
conpared to $169 million at the end of fiscal 2001. The decrease in
wor ki ng capital was attributable primarily to the foll ow ng:

e A decrease in the current portion of the net deferred tax asset due
to the recording of a valuation allowance for the entire U S. net
deferred tax asset during fiscal 2002 (see Note 9 of our
Consol i dat ed Fi nanci al Statenents);

e A decrease in inventories due to inproved inventory nanagenent; and

e An increase in current nmaturities of our debt obligations and
capital | eases.

Partially offset by the foll ow ng:

e An increase in cash and cash equivalents as detailed in the
Consol i dated Statenents of Cash Fl ows;

e A decrease in accounts payable (inclusive of book overdrafts); and
e A decrease in other accruals.

At February 22, 2003, we had a $425 mllion secured revol ving
credit agreenent (as anmended, the “ Secured Credit Agreenent” ) with a
syndi cate of |enders enabling us to borrow
funds on a revol ving basis sufficient to refinance short-term
borrowi ngs and provi de working capital as needed. This agreenent is

conprised of a U S. credit agreenent anounting to $340 million and a
Canadi an credit agreenment anounting to $85 million (C$128 mllion at
February

The Great Atlantic & Pacific Tea Conpany, Inc.
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22, 2003) and is collateralized primarily by inventory and conpany-
owned real estate. Borrow ngs under the Secured Credit Agreenent bear
interest based on LIBOR and Prine interest rate pricing. Under the
Secured Credit Agreenment, $40 million of the |loan commtnents expire

i n Decenber 2003 and $385 million of the loan comitnents expire in
June 2005.

As of February 22, 2003, we had $135 nillion of borrow ngs under
the Secured Credit Agreenent. Accordingly, as of February 22, 2003,
after reducing availability for outstanding letters of credit and
inventory requirements, we had $130 m|lion avail abl e under the
Secured Credit Agreenent.
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Qur | oan agreenents and certain notes contain various financi al
covenants, which require anong other things, mninmmfixed charge
coverage (conpares EBITDA plus rent and interest plus rents) and
| evel s of |everage (conpares EBI TDA with outstandi ng i ndebt edness
under the agreenent) and capital expenditures. On February 21, 2003,
we anmended the Secured Credit Agreenent in order to allow for greater
flexibility for fiscal year 2003. The anmendnment is effective through
and including the first quarter of fiscal year 2004 and i ncl udes,
anong other things, a change to the fixed coverage ratio from1l.4 to
1.15, a senior secured leverage ratio of 1.80, a waiver of the total
| everage ratio, a mninmum EBI TDA | evel and a limtation on capital
expenditures. Certain of the covenants are inpacted by the anmount of
proceeds we receive fromasset sales. At February 22, 2003, we were
in conpliance with all of our covenants.

During fiscal 2002, we repurchased in the open market $51 million
of our 7.75% Notes due April 15, 2007 and $45 million of our 9.125%
Not es due Decenber 15, 2011. The cost of these open market
repurchases resulted in a net extraordinary gain due to the early
extingui shment of debt of $12.2 million. Under the recently anended
Secured Credit Agreenent, we are restricted fromentering into
addi ti onal bond repurchases.

We currently have active Registration Statenents dated January 23,
1998 and June 23, 1999, allowing us to offer up to $75 mllion of debt
and/or equity securities as of February 22, 2003 at terns determ ned by
mar ket conditions at the tine of sale.

During fiscal 2002, our capital expenditures and debt repaynents
were funded through internally generated funds conbined with proceeds
from di sposal s of property. Capital expenditures totaled $220 million
during fiscal 2002, which included 31 new supernarkets, 38
maj or renodel s or enlargenents and capital expenditures related to the
busi ness process initiative.

For fiscal 2003, we have planned capital expenditures of
approximately $175 million. These expenditures relate primarily to
openi ng 20 new supermarkets and enl argi ng or renodeling 30 - 35
supernmarkets. W currently expect to close a total of 20 — 25 stores in
fiscal 2003; the long- lived assets of which have been eval uated for
inpai rment in fiscal 2002.

We do not expect to pay dividends during fiscal 2003.

The Great Atlantic & Pacific Tea Conpany, Inc.
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As of February 22, 2003, we have the follow ng contractua
obl i gations and comm tnents:

Paynents Due by Period (in nillions)

Cont ract ual Fi scal 2004 Fi scal 2006

bl i gations Tot al Fi scal 2003 and 2005 and 2007
Debt $ 829.1 $ 25.8 $139.5 $231.9 $ 431.9
Capital Leases 190.5 23.2 36.5 23.6 107.2

Operating Leases 3,488.7 265.5 499. 6 471. 2 2, 2¢
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Technol ogy- Rel at ed 11.8 9.0 2.8 -

Sever ance 16.0 14. 4 1.6 - -
Tot al $4,536.1 $337.9 $680. 0 $726. 7 $2,791.5
Expiration of Commtnents (in mllions)
O her Fi scal 2004 Fi scal 2006
Commi t nent s Tot al Fi scal 2003 and 2005 and 2007
Guar ant ees $ 2.4 $ 0.2 $ 0.4 $ 0.5 $ 1.3

We are the guarantor of a loan of $2.4 mllion related to a
shoppi ng center, which will expire in 2011

Qur existing senior debt rating was B3 with negative inplications
wi th Mody’'s Investors Service (“ Mbody' s” ) and B+ on credit watch
with negative inplications with Standard & Poor’s Ratings G oup
(“ S&P" ) as of February 22, 2003. Future rating changes coul d affect
the availability and cost of financing to the Conpany.

We believe that our cash from operations and asset sales will be
sufficient for our capital expenditure prograns and mandatory schedul ed
debt repaynents for the next twelve nonths. However, certain external
factors such as unfavorabl e econom c conditions, conpetition, |abor
relations and fuel and utility costs could have a significant inpact on
cash generation. W are exploring several actions, including the sale
of specific non-core assets, to mtigate the potential risk, however,

t here can be no assurance that such actions will be successful.

MARKET RI SK

Mar ket risk represents the risk of |oss from adverse market changes
that may inpact our consolidated financial position, results of
operations or cash flows. Anong other possible market risks, we are
exposed to such risk in the areas of interest rates and foreign currency
exchange rates.

Fromtinme to tine, we may enter hedging agreenents in order to
manage risks incurred in the normal course of business including
forward exchange contracts to nanage our exposure to fluctuations in
forei gn exchange rates.

I nterest Rates
Qur exposure to market risk for changes in interest rates rel ates
primarily to our debt obligations. W do not have cash fl ow exposure
due to rate changes on our $681 nmillion in notes as of February 22, 2003
because they are at fixed interest rates. However, we do have
The Great Atlantic & Pacific Tea Conpany, Inc.
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cash fl ow exposure on our commtted bank |lines of credit due to our

variable floating rate pricing. Accordingly, during fiscal 2002, a

presuned 1% change in the variable floating rate woul d have i npacted
i nterest expense by $1.5 mllion.
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During fiscal 2002, we had three interest rate swaps wth
conmer ci al banks with an aggregate notional amount of $150 million
mat uring on April 15, 2007, designated as fair val ue hedgi ng
instruments, to effectively convert a portion of our 7.75% Notes due
April 15, 2007 fromfixed rate debt to floating rate debt. In January
2003, these hedging instrunments were termnated, resulting in a gain
of $10.2 million. This gain has been deferred and is being anortized
as an offset to interest expense over the life of the underlying debt
instrunment. Such anmount is classified as “ Long termdebt” in our
Consol i dat ed Bal ance Sheets.

For ei gn Exchange Ri sk

We are exposed to foreign exchange risk to the extent of adverse
fluctuations in the Canadian dollar. During fiscal 2002, a change in
t he Canadi an currency of 10% woul d have resulted in a fluctuation in
net income of $4.0 mllion. W do not believe that a change in the
Canadi an currency of 10%w |l have a material effect on our financial
position or cash fl ows.

CRI TI CAL ACCOUNTI NG ESTI MATES

Critical accounting estimates are those accounting estinmates that we
believe are inportant to the portrayal of our financial condition and
results of operations and require our nost difficult, subjective or
conpl ex judgnents, often as a result of the need to make esti mates about
the effect of matters that are inherently uncertain.

The preparation of financial statenents in conformty with
accounting principles generally accepted in the United States of America
(“ US GAAP" ) requires us to nake estimtes and assunptions that
affect the reported anounts of assets and liabilities and di scl osures of
contingent assets and liabilities at the date of the financial
statenents, and the reported anmobunts of revenues and expenses during the
reporting period. Actual results could differ fromthose estinates.

Sel f -1 nsurance Reserves

Qur Consolidated Bal ance Sheets include liabilities with respect
to self-insured workers’ conpensation and general liability clainms. W
estimate the required liability of such clainms on a discounted basis,
utilizing an actuarial nmethod, which is based upon various assunpti ons,
whi ch include, but are not limted to, our historical |oss experience,
proj ected | oss devel opnent factors, actual payroll and other data. The
total current and non-current liability for self-
i nsurance reserves recorded at February 22, 2003 related to our U S.
Retail segnent was $92 nmillion. As of February 22, 2003, the self-
i nsurance reserves relating to our Canada Retail and Canada Whol esal e
segnents were not significant. The discount rate used at February 22,
2003 was 3.4% and was based on the projected cash flows of future
paynents to be made for clains. A 1%increase in the discount rate

woul d decrease the required liability by $1.9 mllion. Conversely, a 1%
decrease in the discount rate would increase the required liability by
$2.1 mllion. The required liability is also subject to adjustnent in

the future based upon the changes
The Great Atlantic & Pacific Tea Conpany, Inc.
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in clains experience, including changes in the nunber of incidents
(frequency) and changes in the ultinmate cost per incident (severity).

Long- Li ved Assets

We review the carrying values of our long-lived assets for possible
i npai rment whenever events or changes in circunstances indicate that
the carrying amount of assets may not be recoverable. Such reviewis
based upon groups of assets and the undi scounted estimted future cash
flows fromsuch assets to determne if the carrying value of such
assets are recoverable fromtheir respective cash flows. |If such
review indicates an inpairnment exists, we neasure such inpairnment on a
di scounted basis using a probability weighted approach and a risk free
rate.

We al so review individual assets for inpairnment upon determ nation
that such assets will not be used for their intended useful life.
During fiscal 2002, we recorded inpairnment | osses on property, plant
and equi pnent of $18.9 million ($15.7 mllion in our U S. Retai
segment and $3.2 million in our Canada Retail segment) related to
stores that were or will be closed in the normal course of business.

Cl osed Store Reserves

For stores closed that are under |long-term | eases, we record a
discounted liability using a risk adjusted rate for the future m ni num
| ease paynents and related costs, such as utilities and taxes, fromthe
date of closure to the end of the remaining | ease term net of
esti mated probabl e recoveries from projected subl ease rentals. |If
estimated cost recoveries exceed our liability for future mnimum | ease
paynents, the excess is recognized as incone over the termof the
subl ease. W estimate future net cash fl ows based on our experience in
and our know edge of the market in which the closed store is |ocated.
However, these estimtes project net cash flow several years into the
future and are affected by variable factors such as inflation, real
estate markets and economc conditions. Wile these factors have been
relatively stable in recent years, variation in these factors could
cause changes to our Conpany’s estimates. As of February 22, 2003, we
had liabilities for future mnimum | ease paynents of $131 million,
which related to 84 dark stores and 40 subl eased or assigned stores.

O this ambunt, $28 mllion relates to stores closed in the nornmnal
course of business and $103 million relates to stores closed as part of
t he asset disposition initiative (see Note 2 of our Consolidated

Fi nanci al Statenents).

Enpl oyee Benefit Pl ans

The determ nation of our obligation and expense for pension and
ot her post-retirenment benefits is dependent, in part, on our selection
of certain assunptions used by our actuaries in calculating these
anounts. These assunptions are disclosed in Note 10 of our consoli dated
financial statenents and include, anong other things, the discount rate,
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t he expected long-term

rate of return on plan assets and the rates of increase in conpensation
and health care costs.

In accordance with U S. GAAP, actual results that differ from our
Conmpany' s assunptions are accunul ated and anorti zed over future periods
and, therefore, affect our recogni zed expense

The Great Atlantic & Pacific Tea Conpany, Inc.
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and recorded obligation in such future periods. Wiile we believe that
our assunptions are appropriate, significant differences in our actual
experience or significant changes in our assunptions nmay materially

af fect our pension and other post-retirenent obligations and our future
expense.

An exanpl e of how changes in these assunptions can affect our
financial statenents occurred in fiscal 2002. Based on our review of
mar ket interest rates, actual return on plan assets and other factors,
we | owered our discount rate for U S. plans to 6.50% at year-end 2002
from7.00% at year-end 2001. W also | owered our expected return on
pl an assets for U S. plans to 7.50% at year-end 2002 from 8. 00% at
year-end 2001. These rates are applied to the cal cul ated val ue of plan
assets and liabilities, which results in an ambunt that is included in
pensi on expense or inconme in the followi ng years. Wen not considering
ot her changes in assunptions or actual return on plan assets, a 1%
change in the discount rate alone would either increase the benefit
obligation by $11.2 mllion or decrease the benefit obligation by $9.3
mllion, and a 1% change in expected return on plan assets al one woul d
ei ther increase or decrease 2002 U. S. pension expense by $1.4 mllion.

When not considering other changes in assunptions for our post-
retirement benefits, a 1% change in the discount rate al one would
ei ther increase or decrease 2003 service and interest cost by $0.05
mllion, while the accumul ated post-retirenent benefit obligation would
either increase by $2.0 mllion or decrease by $1.7 mllion. The
effect of a 1% change in the assunmed health care cost trend rate for
each future year on the sum of 2003 service and interest cost would

either increase or decrease by $0.1 mllion, while accunul ated post-
retirement benefit obligation would either increase by $1.5 mllion or
decrease by $1.3 mllion.

| nvent ori es

Store inventories are valued principally at the | ower of cost or
market with cost determ ned under the retail nmethod on a first-in,
first-out basis. Warehouse and other inventories are valued primrily
at the | ower of cost or market with cost determined on a first-in,
first-out basis. Inventories of certain acquired conpanies are val ued
using the last-in, first-out nethod, which was their practice prior to
acqui sition. W eval uate inventory shrinkage throughout the year
based on actual physical counts in our stores and distribution centers
and record reserves based on the results of these counts to provide for
esti mated shrinkage between the store’s last inventory and the bal ance
sheet date.

| MPACT OF NEW ACCOUNTI NG PRONOUNCEMENTS
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In June 2001, the Financial Accounting Standards Board (“ FASB’ )
i ssued SFAS 143, “ Accounting For Asset Retirenent Ooligations”
(“ SFAS 143" ). This Statenent addresses financial accounting and
reporting for obligations associated with the retirenment of tangible
| ong-lived assets and the associ ated asset retirenent costs. W are
required to adopt the provisions
of SFAS 143 at the begi nning of fiscal 2003. W have determ ned that
t he adoption of this Statement will not have a material inpact on our
financial position or results of operations.

The Great Atlantic & Pacific Tea Conpany, Inc.
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In April 2002, the FASB i ssued SFAS 145, "Rescission of FASB
Statements 4, 44 and 64, Amendnent of FASB Statenent 13, and Techni cal
Corrections” (“ SFAS 145" ). SFAS 145 rescinds the provisions of SFAS
4 that requires conpanies to classify certain gains and | osses from
debt extinguishments as extraordinary itens, elimnates the provisions
of SFAS 44 regarding transition to the Motor Carrier Act of 1980 and
anmends the provisions of SFAS 13 to require that certain | ease
nodi fi cations be treated as sal e | easeback transactions. The
provi sions of SFAS 145 related to classification of debt extinguishnment

are effective for fiscal years beginning after May 15, 2002. |In future
periods, we will classify debt extinguishment costs within i ncome from
operations and will reclassify previously reported debt extinguishnments

as such. The provisions of SFAS 145 related to | ease nodification are
effective for transactions occurring after May 15, 2002. W do not
expect the provisions of SFAS 145 related to | ease nodification to have
a material inpact on our financial position or results of operations.

In July 2002, the FASB issued SFAS 146, ‘‘Accounting for Costs
Associated with Exit or Disposal Activities'’ (“ SFAS 146” ). SFAS 146
wi || supersede Energing |Issues Task Force (“ EITF" ) Issue No. 94-3,
‘“‘Liability Recognition for Certain Enployee Term nation Benefits and
O her Costs to Exit an Activity (including Certain Costs Incurred in a
Restructuring)’’. SFAS 146 requires that costs associated with an exit
or disposal plan be recognized when incurred rather
than at the date of a commtnent to an exit or disposal plan. SFAS 146
is to be applied prospectively to exit or disposal activities initiated
after Decenber 31, 2002. This Statenent
i npacted the timng of recognition of costs associated with our store
cl osures subsequent to Decenber 31, 2002.

In Novenber 2002, the EITF reached consensus on several issues
related to EITF 02-16, “ Accounting by a Customer (including a
Reseller) for Certain Consideration Received froma Vendor” . The Task
Force reached a consensus that in nost cases, cash consideration
received by a custonmer froma vendor is presuned to be a reduction of
the prices of the vendor's products or services and should, therefore,
be characterized as a reduction of cost of sales when recognized in the
custoner's incone statenent. The Task Force al so reached a consensus
that a rebate or refund of a specified anmount of cash consi deration
that is payable pursuant to a binding arrangenent only if the custoner
conpl etes a specified cunulative | evel of purchases or renmains a
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custoner for a specified tine period should be recognized as a
reduction of the cost of sales based on a systematic and rati onal

al l ocation of the cash consideration offered to each of the underlying
transactions that results in progress by the custoner toward earning
the rebate or refund, provided the amobunts are probable and reasonably
estimable. |If the rebate or refund is not probable and reasonably
estimable, it should be recognized as the m | estones are achi eved.

Prior to adopting this new policy, we recognized advertising all owances
agai nst cost of goods sold when the advertising was

performed. This new EITF Issue requires that advertising all owances be
recogni zed when the advertising is performed and the inventory is sold.
As a result of this accounting change, pretax inconme was reduced by
$2.2 million in fiscal 2002 to record, as a reduction of inventory,
advertising all owances received attributable to products not yet sold.

In Novenber 2002, the FASB issued FASB Interpretation (“ FIN ) 45
(“ FIN 45" or the “ Interpretation” ), “ Guarantor’s Accounting and
Di scl osure Requirenments for Guarantees, Including Indirect Guarantees
of I ndebtedness of OQthers, an Interpretation of FASB Statenents
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No. 5, 57, and 107 and Rescission of FASB Interpretation No. 34” . FIN
45 clarifies the requirenments of FASB Statenent No. 5, “ Accounting for
Contingencies” , relating to the

guarantor’s accounting for, and disclosure of, the issuance of certain
types of guarantees and requires that upon issuance of a guarantee,
the entity (i.e. the guarantor) nust recognize a liability for the
fair value of the obligation it assunmes under that guarantee. The
provi sions for

initial recognition and neasurenent are effective on a prospective
basis for guarantees that are issued or nodified after Decenber 31,
2002, irrespective of a guarantor’s year end. The disclosure
provisions of the Interpretation are effective for financial
statenents of interimand annual periods that end after Decenber 15,
2002. This Interpretation inpacted the accounting for, and disclosure
of , our guarantees beginning in the fourth quarter of 2002 (see
Liquidity and Capital Resources in our Managenent’s D scussion and
Anal ysis and Note 12 of our Consolidated Financial Statenents).

In Decenber 2002, the FASB issued SFAS 148, “ Accounting for Stock-
Based Conmpensation -- Transition and Disclosure” (" SFAS 148” ), which
amends SFAS 123, “ Accounting for Stock-Based Conpensation” (“ SFAS
123" ). In response to a grow ng nunber of conpani es announci ng pl ans
to record expenses for the fair value of stock options, SFAS
148 provides alternative nmethods of transition for a voluntary change
to the fair val ue based nmethod of accounting for stock-based enpl oyee
conpensation. In addition, SFAS 148 anends
the disclosure requirenents of SFAS 123 to require nore prom nent and
nmore frequent disclosures in financial statenments about the effects of
st ock-based conpensation. The anendnents to SFAS 123 in paragraphs
2(a)-2(e) of this Statenent shall be effective for
financial statenents for fiscal years ending after Decenber 15, 2002.
The di sclosure requirenents set forth in this statenment have been
adopted and did not have a significant inpact on the financial
st at ement s.
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In January 2003, FIN 46, "Consolidation of Variable Interest
Entities"”, was issued. This interpretation requires a conpany to
consolidate variable interest entities ("VIE') if the enterprise is a
primary beneficiary (holds a majority of the variable interest) of the
VIE and the VIE possess specific characteristics. It also requires
addi tional disclosure for parties involved with VIES. The provisions
of this interpretation are effective in 2003. As we do not have VIE,
adoption of this interpretation will not have an effect on our
financial statenents.

In April 2003, the FASB i ssued SFAS 149, “ Anendnent of Statenent
133 on Derivative Instrunents and Hedging Activities” (“ SFAS 149" ).
SFAS 149 anends and clarifies accounting for derivative instrunents,
including certain derivative instrunents enbedded in other contracts,
and for hedging activities under SFAS 133. The new gui dance anends SFAS
133 for decisions nade: (a) as part of the Derivatives |Inplenentation
Group process that effectively required amendnents to SFAS 133, (b) in
connection with other Board projects dealing with financial instrunments,
and (c) regarding inplenentation issues raised in relation to the
application of the definition of a derivative, particularly regarding
t he neani ng of an "underlying” and the characteristics of a derivative
that contains financing conponents. The anmendnents set forth in SFAS
149 inprove financial reporting by requiring that contracts with
conpar abl e characteristics be accounted for simlarly. SFAS 149 is
generally effective for contracts entered into or nodified
after June 30, 2003 (with a few exceptions) and for hedging
rel ati onshi ps designated after June 30, 2003. The guidance is to be
applied prospectively. W do not expect the provisions of SFAS 149 to
have a material inmpact on our financial position or results of
oper at i ons.
The Great Atlantic & Pacific Tea Conpany, Inc.
Managenent’ s Di scussion and Anal ysis — Conti nued

CAUTI ONARY NOTE

This presentation nmay contain forward-I|ooking statenments about the
future performance of our Conpany, and is based on our assunptions and
beliefs in light of information currently available. W assunme no
obligation to update this information. These forward-|ooking
statenents are subject to uncertainties and other factors that could
cause actual results to differ materially fromsuch statenents
including but not limted to: conpetitive practices and pricing in the
food industry generally and particularly in our principal markets; our
rel ati onships with our enpl oyees; the terns of future collective
bar gai ni ng agreenents; the costs and other effects of |lawsuits and
adm ni strative proceedi ngs; the nature and extent of continued
consolidation in the food industry; changes in the financial markets
whi ch may affect our cost of capital or the ability to access capital;
supply or quality control problens with our vendors; and changes in
econoni ¢ conditions, which nay affect the buying patterns of our
cust oners.
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The Great Atlantic & Pacific Tea Conpany, |nc.
Consol i dated Statenents of QOperations
(Dol lars in thousands, except per share anopunts)
Fi scal 2002 Fi scal 2001 Fi scal 2000
Sal es $10, 794, 370 $10, 973, 315 $10, 622, 866
Cost of merchandi se sold (7,738, 337) (7,822, 649) (7,581, 090)
Gross margin 3, 056, 033 3, 150, 666 3,041,776
Store operating, genera
and admi ni strative expense (3,048, 775) (3,234, 796) (2,975, 746)
Gain on proceeds fromthe
demut ual i zati on of a nutua
i nsurance conpany - 60, 606 -
Incone (loss) from operations 7,258 (23, 524) 66, 030
I nterest expense (84, 679) (91, 722) (102, 488)
I nterest incone 7,897 6,972 6, 222
Loss before income taxes
and extraordinary item (69, 524) (108, 274) (30, 236)
(Provision for) benefit from
i ncone taxes (136, 166) 43, 590 10, 736
Loss before extraordinary item (205, 690) (64, 684) (19, 500)
Extraordinary gain (loss) on early
ext i ngui shment of debt, net of
i ncone tax benefit of nil and $5, 230 12,181 (7,222)
Net | oss $ (193, 509) $ (71,906) $ (19,500)
Net | oss per share — basic
and dil ut ed:
Loss before extraordinary
item $ (5.34) $(1.69) $ (0.51)

Extraordinary gain (loss) on early
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(0.19) =

ext i ngui shment of debt 0.31
Net | oss per share — basic and
di | uted $ (5.03) $(1.88)
Wi ght ed average common shares
out st andi ng:
Basi c 38,494,812 38, 350, 616
Di | uted 38,494,812 38, 350, 616

See Notes to Consolidated Financi al

St at enent s.

The Geat Atlantic & Pacific Tea Conpany,
Consol i dated Statenents of Stockholders’ Equity and Conprehensive (Loss)

| ncone

(Dol lars in thousands, except share anpunts)

0.51

38, 347, 216
38,347, 216

I nc.

Unanorti zed Accunul at ed

Addi ti onal
Tot al

val ue of

Conmon_st ock paid-in restricted

Ret ai ned St ockhol ders’

ot her

conpr ehensi ve

Shar es Amount  capital stock grant | oss ear ni ngs
Bal ance at 2/26/00 38, 367, 216 $ 38,367 $ 457,101 % (441) $ (60,696) $
Net | oss (19, 500)
Forfeiture of restricted
stock grant (20, 000) (20) (631) 441 (210)
O her conprehensi ve
| oss (12, 112) (12, 112)
Cash divi dends (11, 505) (11,
Bal ance at 2/24/01 38, 347, 216 38, 347 456, 470 -  (72,808)
Net | oss (71, 906) (71,
St ock options exercised20, 412 21 283 304
Q her conprehensi ve
| oss (4,221)
Bal ance at 2/23/02 38, 367, 628 38, 368 456, 753 - (77,029)
Net | oss (193, 509)
St ock options exercisedl48, 178 148 2,658 2,806
O her conprehensi ve
i ncone 15, 906 15,9
Bal ance at 2/22/03 38, 515, 806 $ 38,516 $ 459,411 $ — $(61,123)
Fi scal 2002 Fi scal 2001 Fi scal 2000
Conpr ehensi ve (1 o0ss) incone
Net | oss $( 193, 509) $(71,906) $(19, 500)
Forei gn currency translation adj ust nent 15, 363 (5,089) (14, 802)
Net unrealized gain on avail able for sale securities,
net of tax 933 -
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Recl assification adjustnent for gains included in

net |oss, net of tax (933) - -
M ni mum pension liability adjustnment, net of tax (1, 539) (65)
2, 690
Net unrealized gain on derivatives, net of tax 3,015 —
O her conprehensive i nconme (Il oss) 15, 906 (4,221) (12,112)
Total conprehensive | oss $(177, 603) $(76,127) $(31,612)
See Notes to Consolidated Financial Statenents.
The Great Atlantic & Pacific Tea Conpany, |nc.
Consol i dat ed Bal ance Sheets
(Dol lars in thousands, except share anpunts)
February 22, 2003 February 23,
2002
Asset s
Current assets:
Cash and cash equival ents $199, 014 $168, 620
Accounts receivable, net of allowance for doubtfu
accounts of $9,799 and $9, 198 at February 22, 2003
and February 23, 2002, respectively 185, 411 206, 188
I nventories 682, 734 722,755
Prepai d expenses and other current assets 32,429 114,511
Total current assets 1, 099, 588 1,212,074
Property:
Land 74,643 88, 154
Bui | di ngs 297, 217 303, 581
Equi prent and | easehol d i nprovenents 2,324,021 2,293, 655
Total — at cost 2,695, 881 2,685, 390
Less accumul at ed depreci ation and anortization (1,157, 764) (1, 053, 850)
Property owned 1, 538, 117 1, 631, 540
Property under capital |eases, net 71,806 76, 800
Property — net 1, 609, 923 1, 708, 340
O her assets 175,726 273, 850
Total assets $2, 885, 237 $3, 194, 264
Liabilities and Stockhol ders’ Equity
Current liabilities:
Current portion of |ong-term debt $ 25, 820 $ 526
Current portion of obligations under capital |eases 13,787 10, 691
Account s payabl e 511, 634 547, 113
Book overdrafts 101, 817 127,079
Accrued sal aries, wages and benefits 180, 812 167,724
Accrued taxes 53,774 69, 559
O her accrual s 202, 968 261,771
Total current liabilities 1,090,612 1,184, 463
Long-term debt 803, 277 779, 440
Long-term obl i gations under capital |eases 83, 485 93, 587
O her non-current liabilities 409, 672 463, 786
Total liabilities 2, 387, 046 2,521, 276

Conmi t ments and conti ngenci es

St ockhol ders’ equity:
Preferred stock — no par val ue; authorized — 3,000, 000

shares; issued — none -
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Common stock — $1 par val ue;
shares; issued and outstanding — 38,515,806 and
38, 367,628 shares at February 22, 2003 and

aut hori zed — 80, 000, 000

February 23, 2002, respectively 38,516 38, 368
Addi tional paid-in capital 459, 411 456, 753
Accumul at ed ot her conprehensive | oss (61, 123) (77,029)
Ret ai ned ear ni ngs 61, 387 254, 896
Total stockholders’ equity 498, 191 672,988
Total liabilities and stockhol ders’ equity $2, 885, 237 $3, 194, 264
See Notes to Consolidated Financial Statenents.
The Great Atlantic & Pacific Tea Conpany, |nc.
Consol i dated Statenents of Cash Fl ows
(Dol lars in thousands)
Fi scal 2002 Fi scal 2001
Fi scal 2000
Cash Fl ows From Qperating Activities:
Net | oss $(193,509) $(71,906) $(19, 500)
Adj ustments to reconcile net loss to cash
provi ded by operating activities:
Asset disposition initiative (6,394) 201, 067 (3,104)
Extraordinary (gain) loss on early
extingui shnent of debt (12, 181) 7,222 -
Real i zed gain on sale of securities (1, 717) - -
Envi ronnent al charge - 1, 964 4,329
Depreci ation and anortization 263, 585 262, 552 255,771
Deferred incone tax provision (benefit) 157, 566 (47, 298) (14, 267)
(Gain) loss on disposal of owned property and
write-down of property, net (1, 140) 348 4,263
Decrease (increase) in receivables 47,583 (22, 151) 40, 479
Decrease in inventories 46, 705 58, 288 156
Decrease (increase) in prepaid expenses and ot her
current assets 44,631 (39, 511) 4,832
Decrease (increase) in other assets 19, 274 988 (7,648)
(Decrease) increase in accounts payable (54, 575) (12, 446) 5,443
(Decrease) increase in accrued sal aries, wages and
benefits, and taxes (28, 511) 18, 027 13,104
Decrease in other accruals (63, 051) (17, 051) (31, 661)
Decrease in other non-current liabilities (52, 650) (7,684) (882)
O her, net 11, 289 4,448 2,446
Net cash provided by operating activities 176, 905 336, 857 253, 761
Cash Flows From I nvesting Activities:
Expendi tures for property (219, 530) (246, 182) (415, 842)
Proceeds from di sposal of property 56, 731 105, 808 150, 255
Net cash used in investing activities (162, 799) (140, 374) (265, 587)
Cash Fl ows From Fi nancing Activities:
Changes in short-term debt - (5, 000) (22, 000)
Proceeds under revolving lines of credit 313, 253 1, 098, 675 817, 447
Paynments on revolving lines of credit (178, 253) (1, 288, 282) (602, 307)
Proceeds from |l ong-term borrow ngs 153 276, 964 26, 981
Paynments on | ong-term borrow ngs (80, 898) (234, 866) (166, 670)
Princi pal paynents on capital |eases (12, 167) (11, 710) (11, 252)
(Decrease) increase in book overdrafts (25, 617) 18, 824 (3,298)
Deferred financing fees (5, 744) (13, 485) (6,428)
Proceeds from stock options exercised 2,806 304 -
Cash di vi dends - - (11, 505)
Net cash provided by (used in) financing activities 13,533 (158, 576) 20, 968
Ef fect of exchange rate changes on cash and
cash equival ents 2,755 (837) (2,195)
Net increase in cash and cash equival ents 30, 394 37,070 6, 947
Cash and cash equival ents at begi nni ng of year 168, 620 131, 550 124,603
Cash and cash equi val ents at end of year $199, 014 $168, 620 $131, 550
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See Notes to Consolidated Financial Statenents.

The Great Atlantic & Pacific Tea Conpany, |nc.

Notes to Consol i dated Financial Statenents
(Dol lars in thousands, except share anmounts, and where noted)

Note 1 — Sunmary of Significant Accounting Policies

Basi s of Presentation and Consolidation

The consolidated financial statenents include the accounts of our
Conmpany and all majority-owned subsidiaries. Significant interconpany
accounts and transactions have been el i m nated.

We operate retail supermarkets in the United States and Canada. The
U.S. operations are mainly in the Eastern part of the U S. and certain
parts of the Mdwest. See the follow ng footnotes for additional
i nformati on on our Canadi an Operations: Note 5 — Whol esal e Franchi se
Busi ness, Note 6 — Indebtedness, Note 9 — Incone Taxes, Note 10 —
Retirement Plans and Benefits, Note 12 — Commitnents and Conti ngenci es,
and Note 13 — Operating Segnents. Qur principal stockhol der, Tengel mann
War enhandel sgesel | schaft (“ Tengel mann” ), owned 56. 4% of our common
stock as of February 22, 2003.

Fi scal Year

Qur fiscal year ends on the |ast Saturday in February. Fiscal 2002
ended February 22, 2003, fiscal 2001 ended February 23, 2002 and fiscal
2000 ended February 24, 2001. Fiscal 2002, fiscal 2001 and fiscal 2000
wer e each conprised of 52 weeks.

Revenue Recognition

Retail revenue is recogni zed at point-of-sale. Wolesale revenue is
recogni zed, in accordance with its terns, when goods are shi pped and
title to products and risk of loss are transferred to custoners.
D scounts that we provide to custoners are accounted for as a reduction
to sal es upon sal e.

Use of Estimates

The preparation of financial statenents in conformty with
accounting principles generally accepted in the United States requires
us to make estimates and assunptions that affect the
reported amounts of assets and liabilities and discl osures of
contingent assets and liabilities at the date of the financial
statenents and the reported anounts of revenues and expenses during the
reporting period. Actual results could differ fromthose estinates.

Cash and Cash Equival ents
Short-terminvestnents that are highly liquid with an origina
maturity of three nonths or |ess are deened to be cash equival ents and
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are included in
Bal ance Sheets.

Cash and cash equi val ents” on our Consoli dated

| nventori es

Store inventories are valued principally at the | ower of cost or
market with cost determ ned under the retail nethod on a first-in,
first-out basis. Warehouse and other inventories are valued primarily
at the |ower of cost or market with cost determned on a first-in,

first-out basis. Inventories of certain acquired conpanies are val ued
using the last-in, first-out nethod, which was their practice prior to
acquisition. See Note 4 — Inventory for additional information

regarding our use of the last-in, first-out nethod.
The Great Atlantic & Pacific Tea Conpany, Inc.
Notes to Consol i dated Financial Statenents — Continued

We eval uate inventory shrinkage throughout the year based on the
results of our periodic physical counts in our stores and distribution
centers and record reserves based on the results of these counts to
provi de for estimated shrinkage as of the bal ance sheet date.

Vendor Al | owances

Vendor allowances that relate to our Conmpany’ s buying and
mer chandi sing activities consist primarily of advertising and
pronotional allowances. Wth the exception of allowances
descri bed bel ow, allowances are recogni zed as a reduction of cost of
goods sold when the related performance is conpleted and the inventory
is sold. Lunp-sum paynents received for nulti-year contracts are
generally anortized over the life of the contracts. Vendor rebates or
refunds that are contingent upon our Conpany conpleting a specified
| evel of purchases or remaining a reseller for a specified time period
are recogni zed as a reduction of cost of goods sold based on a
systematic and rational allocation of the cash consideration to each of
t he underlying transactions that results in progress toward earning
that rebate or refund, assuming that we can reasonably estimate the
rebate or refund and it is probable that the specified target will be
obtained. If we believe attaining the m|estone is not probable, the
rebate or refund is recognized as the mlestone is achieved. See New
Accounting Pronouncenents further in this Note for discussion of newy
adopted Enmergi ng | ssues Task Force (* EITF" ) 02-16, “ Accounting by a
Custoner (including a Reseller) for Certain Consideration Received from
a Vendor.”

Properties Held for Sale

Properties held for sale include those properties, which have been
identified for sale by our Conpany and are recorded at the | ower of
their carrying value or fair value less cost to sell. Once properties
are identified as held for sale, they are no | onger depreciated and are
reclassified to “ Prepaid expenses and other current assets” on our
Consol i dat ed Bal ance Sheet s.

Advertising Costs

Advertising costs incurred to produce nedia advertising are
expensed in the period the advertisenent is first showm. O her
advertising costs, primarily costs to produce circulars, place
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advertisenments and pay advertising agency fees, are expensed when
incurred. W recorded advertising expense of $136.5 mllion, $136.0
mllion and $146.5 mllion for fiscal 2002, 2001 and 2000,
respectively.

Pr e- openi ng Costs
Non- capital expenditures incurred in opening new stores or
renodel i ng existing stores are expensed as I ncurred.

Sof tware Costs

We capitalize externally purchased software and anortize it over
three to five years. Anortization expense related to software costs for
fiscal 2002, 2001 and 2000 was $7.5 million, $3.3 mllion and $1.4
mllion, respectively.

We apply the provisions of the Arerican Institute of Certified
Public Accountants’ Statenent of Position 98-1, “ Accounting for the
Costs of Conputer Software Devel oped or Obtained for Internal Use”

(“ SOP 98-1" ). SOP 98-1 requires the capitalization of certain
internally generated software costs. In fiscal 2002, 2001 and 2000, we
capitalized $26.7 mllion, $24.1 mllion and

The Great Atlantic & Pacific Tea Conpany, Inc.
Not es to Consolidated Financial Statenents — Conti nued

$3.7 mllion, respectively, of such software costs. Such software is

anortized over three to five years and for fiscal 2002, 2001 and 2000,
we recorded related anortization expense of $7.6 mllion, $2.7 mllion
and $0.7 mllion, respectively.

Earni ngs Per Share

We cal cul ate earnings per share in accordance with Statenent of
Fi nanci al Accounting Standards (“ SFAS’ ) 128, “ Earni ngs Per Share”
(“ SFAS 128" ). SFAS 128 requires dual presentation of basic and
di l uted earnings per share (“ EPS’ ) on the face of the Consoli dated
Statenents of Operations and requires a reconciliation of the nunmerators
and denom nators of the basic and diluted EPS cal cul ations. Basic EPS
is conputed by dividing net inconme (loss) by the weighted average shares
outstanding for the period. Diluted EPS reflects the potential dilution
that could occur if options to issue conmon stock were exercised and
converted to comon stock

The wei ghted average shares outstanding utilized in the basic EPS
cal cul ation were 38,494,812 for fiscal 2002, 38,350,616 for fiscal 2001
and 38, 347,216 for fiscal 2000. The additional common stock equival ents
for fiscal 2002, 2001 and 2000 woul d have been 387, 040, 588, 603 and
14,478, respectively; however, such shares were antidilutive and thus
excluded fromthe diluted EPS cal cul ati on.

Excess of Cost over Net Assets Acquired

31



I n accordance with SFAS 142 *“ Goodwi || and O her Intangible
Assets” (“ SFAS 142" ), the excess of cost over fair value of net
assets acquired is no longer required to be anortized, but tested for
i mpai rment annually. At each bal ance sheet date, we reassess the
appropri ateness of the goodw Il bal ance based on forecasts of cash
flows fromoperating results on a discounted basis in conparison to the
carrying value of such operations. |If the results of such comparison
indicate that an inpairnment may exist, we determne the inplied fair
mar ket val ue of the goodw Il using a purchase price allocation approach
and conpare this value to the bal ance sheet val ue. I f such conparison
indicates that an inpairment exists, we will recognize a charge to
operations at that tine based upon the difference between the inplied
fair market value of the goodw Il and the bal ance sheet value. The
recoverability of goodw || is at risk to the extent we are unable to
achi eve our forecast assunptions regarding cash flows from operating
results. At February 22, 2003, we estimate that the cash flows
projected to be generated by the respective businesses on a di scounted
basi s should be sufficient to recover the existing goodw || bal ance.

The book val ue of excess of cost over net assets acquired at
February 22, 2003 and February 23, 2002 was $32.0 million, net of
accunul ated anortization of $14.0 mllion. We recorded anortization
expense of nil for fiscal 2002, $1.4 mllion for fiscal 2001 and $1.5
mllion for fiscal 2000.

The Great Atlantic & Pacific Tea Conpany, Inc.
Not es to Consolidated Financial Statenents — Conti nued

Qur adoption of SFAS 142 elimnated the anortization of goodw ||
beginning in the first quarter of fiscal 2002. The follow ng table
adj usts net |oss and net |oss per share for the adoption of SFAS 142:

Fi scal 2002 Fiscal 2001 Fiscal 2000

Reported net | oss $(193,509) $(71,906) $(19, 500)
Add back:
Goodwi | | anortization, net of tax - 833 850
Adj ust ed net | oss $(193,509) $(71,073) $( 18, 650)
Net | oss per share — basic and dil uted:
Reported net |oss per share $ (5.03) $ (1.88) $ (0.51)
Add back:
Goodwi | | anortization - 0.02
0.02
Adj usted net |oss per share $ (5.03) $ (1.86) $ (0.49)

Self Insurance Reserves

Qur Consolidated Bal ance Sheets include liabilities with respect
to self-insured workers’ conpensation and general liability clains. The
current portion of these liabilities is included in “ O her accrual s”
and the non-current portion is included in * Oher non-current
l[Tabilities” on our Consolidated Bal ance Sheets. W estimate the
required liability of such clains on a discounted basis, utilizing an
actuarial nmethod, which is based upon various assunptions, which
i nclude, but are not limted to, our historical |oss experience,

32



proj ected | oss devel opnent factors, actual payroll and other data. The
required liability is also subject to adjustnent in the future based
upon the changes in clains experience, including changes in the nunber
of incidents (frequency) and changes in the ultimte cost per incident
(severity).

Cl osed Store Reserves

For stores closed that are under |long-termleases, we record a
di scounted liability using a risk free rate for future m nimum | ease
paynments and related costs, such as utilities and taxes, fromthe date
of closure to the end of the remaining |lease term net of estinmated
probabl e recoveries fromprojected sublease rentals. |If estimated cost
recoveries exceed our liability for future mninmum| ease paynents, the
excess i s recogni zed as income over the termof the sublease. W
estimate net future cash flows based on our experience in and know edge
of the market in which the closed store is |ocated. However, these
estimates project net cash flow several years into the future and are
affected by variable factors such as inflation, real estate markets and
econom c conditions. Wiile these factors have been relatively stable
in recent years, variation in these factors could cause changes to our
estimates.

Long-Li ved Assets

W review the carrying values of our long-lived assets for possible
i npai rment whenever events or changes in circunstances indicate that the
carrying amount of assets may not be recoverable. Such review is based
upon groups of assets and the undi scounted estimted future cash flows
fromsuch assets to determine if the carrying value of such assets are
recoverable fromtheir respective cash flows. |f such review indicates
an inpairment exists, we neasure such inpairment on a discounted basis.

We al so review individual assets for inpairnment upon determ nation
that such assets will not be used for their intended useful life.
During fiscal 2002, we recorded inpairnment |osses on

The Great Atlantic & Pacific Tea Conpany, Inc.
Not es to Consolidated Financial Statenents — Conti nued

property, plant and equi pnment of $18.9 million ($15.7 million in our

U S Retail segnment and $3.2 million in our Canada Retail segnent)
related to stores that were or will be closed in the normal course of
busi ness. Such amounts are included in “ Store operating, genera
and adm ni strative expense” in our Consolidated Statenents of

Oper at i ons.

We al so recorded inpairnment |osses during the year ended February
24, 2001 related to the sal e-l easeback transactions (see Note 14 — Sal e-
Leaseback Transactions for further details).

Property
Depreciation and anortization are calculated on the straight-1line
basis over the estimated useful lives of the assets. Buildings are

depreci ated based on lives varying fromtwenty to fifty years and
equi pnent based on lives varying fromthree to ten years. Leasehold
i nprovenents are anortized over the |lesser of their estimted useful
lives and the renmaining available |l ease ternms. Property |eased under
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capital leases is anortized over the lives of the respective |eases or
over their econom c useful |ives, whichever is |less. During fiscal

2002, 2001 and 2000, in addition to the inpairnment |osses di scussed
above, we disposed of and/or wote down certain assets which resulted in
a pretax net gain of $1.1 nmillion, a pretax net loss of $0.3 mllion and
a pretax net loss of $4.3 mllion, respectively.

| ncone Taxes

W provide deferred incone taxes on tenporary differences between
anounts of assets and liabilities for financial reporting purposes and
such anounts as neasured by tax regulations. A valuation allowance is
recorded to reduce a deferred tax asset to the anmobunt expected to be
realized.

Current Liabilities

Certai n accounts payabl e checks issued but not presented to banks
frequently result in negative book bal ances for accounting purposes.
Such anmounts are classified as “ Book overdrafts” on our Consoli dated
Bal ance Sheets.

We accrue for vested vacati on pay earned by our enpl oyees.
Liabilities for conpensated absences of $84.5 million and $81.5 mllion
at February 22, 2003 and February 23, 2002, respectively, are included
in “ Accrued sal aries, wages and benefits” on our Consolidated Bal ance
Sheet s.

St ock- Based Conpensati on

We apply the intrinsic val ue-based nethod of accounting prescribed
by Accounting Principles Board Opinion No. 25 * Accounting for Stock
| ssued to Enpl oyees” (“ APB 25” ) with pro forma disclosure of
conpensati on expense, net inconme or |oss and earnings per share as if
the fair value based nethod prescribed by SFAS 123, “ Accounting for
St ock- Based Conpensation” (* SFAS 123" ) and SFAS 148, “ Accounting for
St ock- Based Conpensation — Transition and Disclosure” (“ SFAS 148" )
had been appli ed.

Had conpensati on cost for our stock options been determ ned based on
the fair value at the grant dates for awards under those pl ans
consistent with the fair value nethods prescribed by

The Great Atlantic & Pacific Tea Conpany, Inc.
Not es to Consolidated Financial Statenents — Conti nued

SFAS 123 and SFAS 148, our net loss and net | oss per share woul d have
been reduced to the pro forma anpunts indicated bel ow

Fi scal 2002 Fi scal 2001 Fi scal

2000
Net | oss, as reported: $(193,509) $ (71,906) $ (19,500)

Deduct/ (Add): Stock-based enpl oyee
compensati on i ncone (expense)
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included in reported net |oss, net of

related tax effects 449 (449) -
Deduct: Total stock-based enpl oyee

compensati on expense deterni ned

under fair value based nethod for

all awards, net of related tax effects (8,016) (5,408)
(4,143)
Pro forma net |oss $(201,974) $ (76, 865) $(23, 643)
Net | oss per share — basic and dil uted:
As reported $ (5.03) $ (1.88) $ (0.51)
Pro forma $ (5.25) $ (2.00) $ (0.62)

The pro forma effect on net |oss and net | oss per share nay not be
representative of the pro fornma effect in future years because it
i ncl udes conpensation cost on a straight-line basis over the vesting
peri ods of the grants.

The fair value of the fiscal 2002, 2001 and 2000 option grants was
estimated on the date of grant using the Bl ack-Schol es option-pricing
nodel wth the follow ng assunptions:

Fi scal 2002 Fi scal 2001 Fi scal 2000

Expected life 7 years 7 years 7 years
Vol atility 47% 55% 60%
Di vi dend yield range 0% 0% 0% 4. 60%

Ri sk-free interest rate range 3.33%5.18% 4.07% 5. 40% 4.94% 6. 69%

Conpr ehensi ve Loss

W have ot her conprehensive loss relating to changes in foreign
currency translation, mninmmpension liability and unrealized gains or
| osses on derivatives and securities held for sale.

O her conprehensive | oss as of February 22, 2003, February 23, 2002
and February 24, 2001 i ncl uded:

Def erred Tax

G oss (Provision)/Benefit
Net
Foreign currency translation adjustment $15, 363 $ - $
15, 363
Recl assi ficati on adjustnent for gains
i ncluded in net |oss (1, 609) 676 (933)
M ni mum pension liability adjustnent (1,613) 74
(1,539)
Unrealized gain on derivatives 4,917 (1,902) 3,015
Bal ance at 2/22/03 $ 17,058 $ (1,152) $ 15, 906

The Great Atlantic & Pacific Tea Conpany, Inc.
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Def erred Tax
G oss (Provision)/Benefit
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Foreign currency translati on adjustment $(5, 089) $ - $

(5, 089)
M ni mum pension liability adjustnent (112) 47 (65)
Unrealized gain on securities held for sale 1,609 (676)
933

Bal ance at 2/23/02 $ (3,592) $ (629) $(4,221)
Foreign currency translati on adjustnment $(14, 802) $ - $
(14, 802)
M ni mum pension liability adjustnent 4,856 (2,166)
2, 690

Bal ance at 2/24/01 $ (9,946) $ (2,166) $ (12,112)

Transl ation of Canadi an Currency

Assets and liabilities denom nated in Canadi an currency are
transl ated at year-end rates of exchange, and revenues and expenses are
transl ated at average rates of exchange during the year. Gains and
| osses resulting fromtransl ation adjustnents are accunul ated as a
separate conmponent of accurul ated ot her conprehensive |oss within
St ockhol ders’ Equity.

New Accounting Pronouncenents

I n June 2001, the Financial Accounting Standards Board (“ FASB’ )
i ssued SFAS 143, “ Accounting For Asset Retirenment oligations”
(“ SFAS 143" ). This Statenent addresses financial accounting and
reporting for obligations associated with the retirenment of tangible
| ong-lived assets and the associ ated asset retirenent costs. W are
required to adopt the provisions of SFAS 143 at the beginning of fiscal
2003. W have determ ned that the adoption of this Statenment will not
have a material inpact on our financial position or results of
oper ati ons.

In April 2002, the FASB i ssued SFAS 145, "Rescission of FASB
Statenents 4, 44 and 64, Amendnent of FASB Statenent 13, and Techni cal
Corrections". SFAS 145 rescinds the provisions of SFAS 4 that requires
conpanies to classify certain gains and | osses from debt
extingui shnments as extraordinary itens, elimnates the provisions of
SFAS 44 regarding transition to the Motor Carrier Act of 1980 and
amends the provisions of SFAS 13 to require that certain | ease
nodi fications be treated as sal e | easeback transactions. The
provi sions of SFAS 145 related to classification of debt extinguishnment
are effective for fiscal years beginning after May 15, 2002. |In future
periods, we will classify debt extinguishment costs within inconme from
operations and will reclassify previously reported debt extinguishnents
as such. The provisions of SFAS 145 related to | ease nodification are
effective for transactions occurring after May 15,

2002. W do not expect the provisions of SFAS 145 related to | ease
nodi fication to have a material inpact on our financial position or
results of operations.

I n Novenber 2002, the EITF reached consensus on several issues
related to EITF 02-16, “ Accounting by a Custoner (including a
Reseller) for Certain Consideration Received froma Vendor” . The Task
Force reached a consensus that in nost cases, cash consideration
received by a custonmer froma vendor is presuned to be a reduction of
the prices of the vendor's products or services and should, therefore,
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be characterized as a reduction of cost of sales when recognized in the
custonmer's incone statenment. The Task Force al so reached a consensus
that a rebate or refund of a specified anmount of cash consi deration
that is payable pursuant to a binding arrangenent only if the custoner
conpl etes a specified cunulative | evel of purchases or renains a
custoner for a specified tinme period should be recognized as a

The Great Atlantic & Pacific Tea Conpany, Inc.
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reducti on of the cost of sales based on a systematic and rati onal

al l ocation of the cash consideration offered to each of the underlying
transactions that results in progress by the custoner toward earning
the rebate or refund, provided the anmobunts are probable and reasonably
estimable. |If the rebate or refund is not probable and reasonably
estimable, it should be recognized as the m | estones are achi eved.
Prior to adopting this new policy, we recogni zed advertising all owances
agai nst cost of goods sold when the advertising was perforned. This
new EI TF I ssue requires that advertising all owances be recogni zed when
the advertising is performed and the inventory is sold. As a result
of this accounting change, pre-tax incone was reduced by $2.2 mllion
in fiscal 2002 to record, as a reduction of inventory, advertising

al | owances received attributable to products not yet sold.

In April 2003, the FASB i ssued SFAS 149, “ Amendnment of Statenent

133 on Derivative Instrunments and Hedgi ng Activities” (* SFAS 149" ).
SFAS 149 anends and clarifies accounting for derivative instrunents,
including certain derivative instrunents enbedded in other contracts,
and for hedging activities under SFAS 133. The new gui dance anends SFAS
133 for decisions made: (a) as part of the Derivatives |Inplenentation
Group process that effectively required amendnents to SFAS 133, (b) in
connection with other Board projects dealing with financial instrunments,
and (c) regarding inplenentation issues raised in relation to the
application of the definition of a derivative, particularly regarding
t he neani ng of an "underlying” and the characteristics of a derivative
that contains financing conponents. The amendnents set forth in SFAS
149 inprove financial reporting by requiring that contracts with
conpar abl e characteristics be accounted for simlarly. SFAS 149 is
generally effective for contracts entered into or nodified after June
30, 2003 (with a few exceptions) and for hedging rel ati onshi ps

desi gnated after June 30, 2003. The guidance is to be applied
prospectively. W do not expect the provisions of SFAS 149 to have a
mat eri al inmpact on our financial position or results of operations.

Recl assi fi cations
Certain reclassifications have been nade to prior year anounts to
conformto current year presentation.

Note 2 — Asset Disposition Initiative

In May 1998, we initiated an assessnent of our business operations
in order to identify the factors that were inpacting our performance.
As a result of this assessnent, in fiscal 1998 and 1999, we announced a
plan to close two warehouse facilities and a coffee plant in the U S.

a

37



bakery plant in Canada and 166 stores including the exit of the
Ri chnond, Virginia and Atlanta, Georgia markets.

As of February 23, 2002, we closed all stores and facilities

related to this phase of the initiative. W paid $29 nmillion of the
total net severance charges fromthe time of the original charges

t hrough February 22, 2003, which resulted fromthe term nation of
approximately 3,400 enpl oyees. The renmaining severance liability
primarily relates to future obligations for early withdrawals from
mul ti-enpl oyer uni on pension pl ans.

The Great Atlantic & Pacific Tea Conpany, Inc.
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The follow ng table sumarizes the activity related to the

af orenenti oned charges over the last three fiscal years:

Sever ance
and
Cccupancy Benefits Tot al

Bal ance at Feb. 24, 2001 $ 82,861 $ 2,721 $ 85,582
Addi tion 3,818 - 3, 818
Utilization (23,302) @ (544) (23, 846)

Bal ance at Feb. 23, 2002 63, 377 2,177 65, 554
Addi ti on 3,159 @ - 3, 159
Uilization (13,616) 2 (370) (13, 986)
Adj ust nent (3,645) 639 (3, 006)

Bal ance at Feb. 22, 2003 $ 49,275 $ 2,446 $ 51,721

(1)

(2)

(3)

The additions to occupancy of $3.8 million and $3.2 nmillion during fiscal 2001
and 2002 represent the present value of accrued interest related to | ease
obl i gati ons.

Cccupancy utilization of $23.3 million and $13.6 nillion during fiscal 2001 and
2002 represent | ease and ot her occupancy paynents nmade during those peri ods.

At each bal ance sheet date, we assess the adequacy of the bal ance to detern ne
if any adjustments are required as a result of changes in circunstances and/or
estimates. W have continued to nake favorable progress in nmarketing and
subl easing the closed stores. As a result, during fiscal 2002, we recorded a
reduction of $3.6 mllion in SGA expense related to this phase of the
initiative. Further, we increased our reserve for future mni num pension
liabilities by $0.6 mllion to better reflect expected future payouts under
certain collective bargai ni ng agreenents.

At February 22, 2003, approximately $8.6 mllion of the reserve was

included in “ Other accruals” and the remaining anount was included in
“ Ot her non-current liabilities” in our Consolidated Bal ance Sheets.

Included in our Consolidated Statenments of Operations are the

operating results of the 166 underperform ng stores that we have
exited. The operating results of these stores are as foll ows:

2000

Fiscal 2002 Fi scal 2001 Fi scal
Sal es $ - $ 197 $ 678
Qperating | oss $ - 108) $ (139)

38



During the third quarter of fiscal 2001, our Board of Directors
approved a plan resulting fromour review of the performance and
potential of each of our businesses and individual stores. At the
conclusion of this review, we determ ned that certain underperform ng
operations, including 39 stores (30 in the United States and 9 in
Canada) and 3 warehouses
shoul d be cl osed and/or sold and certain adm nistrative streanlining
shoul d take place. As a result of these decisions, we announced on
Noverber 14, 2001 that we woul d incur costs of approximately $200 —
$215 mllion pretax through fiscal 2002. The follow ng table details
t he ambunts charged to our Consolidated Statenents of Operations since
t he announcenent of this phase of the initiative:

The Great Atlantic & Pacific Tea Conpany, Inc.
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Fi scal 2002 Fi scal 2001
Cost of nerchandi se sol d $ (1,263) @ $ (3,888)
Store operating, general and
admi ni strative expense 4,651 @
(189, 580) ©
Pretax credit (charge) $ 3, 388 $( 193, 468)
(@) The anmounts included in “ Cost of merchandi se sold” in our Consolidated

Statenments of Operations were conprised solely of inventory markdowns that were
expensed as incurred.

(b) The pretax credit of $4.7 mllion included in “ Store operating, general and
admi ni strative expense” in our Consolidated Statenents of Qperations for fisca
2002 consisted of $10.7 mllion of net adjustnents primarily related to reversals
of previously accrued amounts for vacancy related costs and the recognition of a
gain on the disposal of fixed assets in the anount of $1.7 mllion partially
offset by $4.1 million related to closing costs that were expensed as incurred
and $3.6 mllion related to severance.

(c) O the pretax charges of $189.6 mllion net included in “ Store operating,
general and adm nistrative expense” in our Consolidated Statenments of Operations
for fiscal 2001, $80.8 mllion related to future vacancy costs, $24.3 mllion
related to net severance charges, $81.5 nmillion related to fixed asset and

goodwi || wite-downs and $3.0 mllion related to closing costs that were expensed
as incurred.

To the extent fixed assets included in the itens noted above could
be used in other continuing operations, we have or will transfer those
assets as needed. Fixed assets that we cannot transfer to other
operations wll be scrapped. Accordingly, the wite-down recorded
during fiscal 2001 was based on expected transfers.

Included in the $3.4 million net credit and $193.5 million net
charge recorded during fiscal 2002 and 2001, respectively, were other
charges related to the plan that were not accounted for
in the reserve recorded on our Consolidated Bal ance Sheets because they
wer e expensed as incurred. Such costs have been expensed as incurred
whil e the asset disposition was being executed. During fiscal 2002 and
2001, these costs anpbunted to $5.3 mllion and $8.7 million,
respectively, which were primarily related to non-accruabl e cl osing
costs and inventory
mar kdowns. Also included in the $193.5 mllion net charge recorded
during fiscal 2001 was a reversal of previously accrued severance and
benefits of $0.6 mllion related to a reduction in the severance
paynents required to be nmade to certain store enployees in Canada in
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accordance with Ontario provincial law. During fiscal 2002, we
recorded net adjustnents of

$10.7 mllion primarily related to reversals of previously accrued
vacancy related costs. Refer to note (3) in the table below These
costs for both years are excluded fromthe table bel ow, which
represents only the reserve recorded on our Consolidated Bal ance Sheets
as well as the goodwi || /fixed asset writedowns.

The Great Atlantic & Pacific Tea Conpany, Inc.
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The followng table summarizes the activity related to the
aforenentioned reserve recorded on our Consolidated Bal ance Sheets
si nce the announcenment of the charge in Novenber 2001:

Sever ance
and CGoodwi | I/
Qccupancy Benefits Fi xed Assets Tot al

Oiginal Charge $80, 456 $23, 435 $81, 519 $185, 410

Addition 1,673 - - 1,673
Utilization @ (1, 806) (2,891) (81,519) (86, 216)
Adj ust nent @ - (584) - (584)
Bal ance at

February 23, 2002 80, 323 19, 960 - 100, 283
Addi tion @ 4,090 3,544 - 7,634
Utilization (20, 387) (19, 460) 776 (39,071)
Adj ust ment ® (10, 180) 250 (776) (10,706)
Bal ance at

February 22, 2003 $ 53, 846 $4, 294 $ -$ 58, 140

(1) The additions to occupancy of $1.7 million and $4.1 million during fiscal 2001
and fiscal 2002 represent the present value of accrued interest related to
| ease obligations. The addition to severance of $3.5 million during fisca
2002 related to retention and productivity incentives that were accrued as
ear ned.

(2) Cccupancy utilization of $1.8 mllion and $20.4 million during fiscal 2001 and
fiscal 2002 represents vacancy rel ated paynents for closed | ocations.
Severance utilization of $2.9 nmillion and $19.5 nillion during fiscal 2001 and
fiscal 2002 represents payments nade to terninated enpl oyees during the period.
Goodwi | I /fixed asset utilization of $81.5 million during fiscal 2001 represents
the wite-off of fixed assets of the operations to be discontinued and the
wite-off of goodwill related to the Barn warehouse in Canada that was deemned
to be inpaired

(3) At each bal ance sheet date, we assess the adequacy of the balance to determ ne
if any adjustnents are required as a result of changes in circunstances and/ or
estimates. As a result, during fiscal 2001, we recorded an adjustnment to
severance and benefits of $0.6 mllion related to a reduction in the severance
paynments required to be nmade to certain store enployees in Canada. Under
Ontario provincial |law, enployees to be term nated as part of a nass
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termnation are entitled to receive conpensation, either worked or paid as
severance, for a set period of tine after the official notice date. Since such
cl osures took place later than originally expected, less tine renmained in the
af orenmenti oned guarantee period. Further, during fiscal 2002, we recorded net
adjustnents of $10.7 million primarily related to reversals of previously
accrued vacancy related costs due to the foll ow ng:

Favorabl e results of assigning |leases at certain |locations of $3.6 mllion

The decision to continue to operate one of the stores previously identified
for closure due to changes in the conpetitive environnent in the market in
which that store is located of $3.3 mllion; and

e The decision to proceed with devel opnent at a site that we had chosen to
abandon at the tine of the original charge due to changes in the conpetitive
environnent in the nmarket in which that site is located of $3.3 nmillion

As of February 22, 2003, we paid approximately $22 million of the
total severance charge recorded, which resulted fromthe term nation of
approximately 1,100 enpl oyees. The renunining individual severance
paynents will be paid by the end of fiscal 2003.

At February 22, 2003, approximately $10.7 mllion of the reserve
was included in “ Qther accruals” and the renmaining anount was
included in “ O her non-current liabilities” on our Consolidated
Bal ance Sheets.
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I ncl uded in our Consolidated Statenments of Operations for fiscal
2002, 2001 and 2000 are the sales and operating results of the
af orenenti oned stores while they were open during the periods
presented. The operating results of these stores were as foll ows:

Fi scal 2002 Fiscal 2001 Fi sca
2000
Sal es $23, 367 $266, 802 $319, 812
Operating |oss $ (746) $(24, 376) $(24, 332)

As of February 22, 2003, we had closed all of the aforenentioned
stores except the one location in the United States at which we have
deci ded to continue operations and one | ocation in Canada where the
cl osi ng was dependent upon the opening of another store in close
proximty. This store subsequently closed in March 2003.

Based upon current available information, we eval uated the reserve
bal ances as of February 22, 2003 of $51.7 mllion for the 1998 phase of
the asset disposition initiative and
$58.1 million for the 2001 phase of the asset disposition initiative
and have concl uded that they are adequate. W wll continue to nonitor
the status of the vacant properties and adjustnments to the reserve
bal ances will be recorded in the future, if necessary.

Note 3 — Properties Held for Sale

In February 2003, we announced the sale of a portion of our non-core
assets, including nine of our stores in northern New Engl and and seven
stores in Madi son, Wsconsin. Upon the announcenent of the sale of
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t hese stores, we applied the provisions of SFAS 144 “ Accounting for the
| rpai rment or Disposal of Long-Lived Assets” (“ SFAS 144” ) to these
properties held for sale. SFAS 144 requires properties held for sale to
be classified as a current asset and val ued on an asset-by-asset basis
at the | ower of carrying amount or fair value less costs to sell. In
appl yi ng those provisions, we considered the binding sale agreenents
related to these properties as an estimate of the assets’ fair val ue.

As a result, $22.1 million in net property, plant and equi pment were
recl assified as of February 22, 2003, and included in “ Prepai d expenses
and ot her current assets” on our Consolidated Bal ance Sheets. As of
April 2003, these stores were sold. Refer to Note 18 of our

Consol i dat ed Fi nanci al Statenents.

In accordance with the provisions of SFAS 144, the properties held
for sale included in “ Prepaid expenses and ot her current assets” wll
no | onger be depreci at ed.

Note 4 — I nventory

Approxi mately 13% and 12% of our inventories are val ued using the
last-in, first-out (“ LIFO ) method at February 22, 2003 and February
23, 2002. Such inventories wuld have been $17.5 nmillion and $18.6
mllion higher at February 22, 2003 and February 23, 2002, respectively,
if the retail and first-in, first-out nethods were used. W recorded
LIFO credits of $1.1 mllion in fisca
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2002 and $1.5 mllion in fiscal 2000 as conpared to a LI FO charge of
$0.5 million in fiscal 2001. Liquidation of LIFO Ilayers in the periods
reported did not have a significant effect on the results of operations.

Note 5 — Whol esal e Franchi se Busi ness

W serviced 65 franchised stores as of February 22, 2003 and 67
franchi sed stores as of February 23, 2002 in Canada. These franchi sees
are required to purchase inventory exclusively fromthe Conpany, which
acts as a wholesaler to the franchisees. During fiscal 2002, 2001 and
2000, we had whol esal e sales to these franchised stores of $713 mllion,
$677 mllion and $631 mllion, respectively. A mgjority of the
franchi sed stores were converted from our operated supermarkets. In
addi tion, we sublease the stores and | ease the equipnent in the stores
to the franchi sees. W al so provide nerchandi si ng, adverti sing,
accounting and other consultative services to the franchi sees for which
we receive a fee, which mainly represents the rei nbursenent of costs
incurred to provide such services.

Qur Conpany hol ds as assets inventory notes collateralized by the
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inventory in the stores and equi pment | ease receivables collateralized
by the equipnent in the stores. The current portion of the inventory
not es and equi pnent | eases, net of allowance for doubtful accounts,
amounting to approximately $3.6 mllion and $2.8 mllion, were included
in “ Accounts receivable” on our Consolidated Bal ance Sheets at
February 22, 2003 and February 23, 2002, respectively. The |long-term
portion of the inventory notes and equi pnent |eases totaling
approximately $41.1 mllion and $44.8 mllion, were included in “ Qher
assets” on our Consolidated Bal ance Sheets at February 22, 2003 and
February 23, 2002, respectively.

The repaynent of the inventory notes and equi pnent | eases are
dependent upon positive operating results of the stores. To the
extent that the franchi sees incur operating |osses, we
establish an allowance for doubtful accounts. W continually assess
the sufficiency of the allowance on a store by store basis based upon
the operating results and the related collateral underlying the
anounts due fromthe franchisees. |In the event of default by a
franchi see, we reserve the option to reacquire the inventory and
equi pnent at the store and operate the franchise as a corporate owned
store.
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I ncl uded bel ow are the anobunts due to our Conpany for the next five
years and thereafter fromthe franchi sed stores for equi pnent | eases and
inventory notes. The current portion of such amobunts is included in
“ Accounts receivable” and the non-current portion is included in

“ Ot her assets” in our Consolidated Bal ance Sheets.
Al | owance
For

Equi pnent I nventory Doubt f ul

Fi scal Leases Not es Account s Tot al
2003 $ 8,475 $ 2,482 $ (4,120) % 6, 837
2004 8,102 1,993 - 10, 095
2005 8,823 1, 595 - 10, 418
2006 8,416 1, 329 - 9, 745
2007 5, 465 1,329 - 6, 794
2008 and thereafter 14,134 1,706 - 15, 840
53, 415 10, 434 (4, 120) 59, 729
Less interest portion (15, 003) - (15, 003)

Due from franchi se busi ness $ 38,412 $ 10,434 $ (4,120) $ 44,726
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For fiscal 2002, 2001 and 2000, approximately $2 nmillion, $1 mllion
and $15 mlli on,
respectively, of the anmounts due from franchisees relate to equi pnent
| eases whi ch were non-cash transactions and, accordingly, have been
excluded from our Consolidated Statenments of Cash Fl ows.

Refer to Note 12 — Commtnents and Conti ngenci es regardi ng our
pendi ng class action lawsuit relating to our Canadi an franchise
busi ness.

Note 6 — | ndebt edness

Debt consists of the follow ng:
February 22,
February 23,

2003 2002
9. 375% Not es, due August 1, 2039 $200, 000 $200, 000
9. 125% Seni or Notes, due Decenber 15, 2011 230, 500 275, 000
7.75% Not es, due April 15, 2007 229, 265 280, 000
7.70% Seni or Notes, due January 15, 2004 22,100 22,100
Deferred gain fromternination of interest rate swaps 10,008 -
Fair val ue adjustnent of hedged debt - 992
Mort gages and Ot her Notes, due 2003 through 2018
(average interest rates at year end of 7.58% and
7.62% respectively) 3,204 3, 387
U. S. bank borrowi ngs at 4.125% 135, 000 -
Less unanortized di scount on 7.75% Not es (980) (1,513)
829, 097 779, 966
Less current portion of |ong-term debt (25, 820) (526)
Long-term debt $803, 277 $779, 440

At February 22, 2003, we had a $425 mllion secured revolving credit
agreenent (as anmended, the “ Secured Credit Agreenent” ) with a
syndi cate of |enders enabling us to borrow

The Great Atlantic & Pacific Tea Conpany, Inc.
Not es to Consolidated Financial Statenents — Conti nued

funds on a revol ving basis sufficient to refinance short-term borrow ngs
and provide working capital as needed. This agreenent is conprised of a
U S. credit agreenent amounting to $340

mllion and a Canadi an credit agreenent amounting to $85 mllion (C$128
mllion at February 22, 2003) and is collateralized primarily by

i nventory and conpany-owned real estate. Under the Secured Credit
Agreenment, $40 million of the loan commitnments expire in Decenber 2003
and $385 mllion of the loan comitments expire in June 2005.

As of February 22, 2003, we had $135 nillion of borrow ngs under the
Secured Credit Agreement, which are classified as non-current as we have
the ability to refinance these borrowi ngs on a | ong-term basis.

Accordi ngly, as of February 22, 2003, after reducing availability for
outstanding letters of credit and inventory requirements, we had $130
mllion avail abl e under the Secured Credit Agreement. Borrow ngs under
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t he agreenent bear interest based on LIBOR and Prine interest rate
pri ci ng.

Qur | oan agreenents and certain notes contain various financial
covenants, which require anong other things, mninmmfixed charge
coverage (conpares EBITDA plus rent and interest plus rents) and | evels
of | everage (conpares EBI TDA with outstandi ng i ndebt edness under the
agreenent) and capital expenditures. On February 21, 2003, we anmended
the Secured Credit Agreenent in order to allow for greater flexibility
for fiscal year 2003. The anendnent is effective through and incl udi ng
the first quarter of fiscal year 2004 and includes, anong other things,
a change to the fixed coverage ratio from1l.4 to 1.15, a senior secured
| everage ratio of 1.80, a waiver of the total |everage ratio, a m ninmm
EBI TDA |l evel and a limtation on capital expenditures. Certain of the
covenants are inpacted by the anount of proceeds we receive from asset
sales. At February 22, 2003, we were in conpliance with all of our
covenants.

During fiscal 2002, we repurchased in the open market $51 mllion
of our 7.75% Notes due April 15, 2007 and $45 million of our 9.125%
Not es due Decenber 15, 2011. The cost of these open market repurchases
resulted in a net extraordinary gain due to the early extinguishnment of
debt of $12.2 mllion. Under the recently anended Secured Credit
Agreenent, we are restricted fromentering into additional bond
r epur chases.

On Decenber 14, 2001, we issued $275 million 9.125% Seni or Notes due
Decenber 15,
2011. These notes pay interest sem -annually on June 15 and Decenber 15
and are call abl e begi nni ng Decenber 15, 2006. W used the proceeds from
t he i ssuance of these notes to repay approximately $178 mllion of the
total $200 mllion 7.70% Seni or Notes due January 15, 2004 and for
general corporate purposes including repaynment of borrow ngs under our
secured revolving credit agreenent. The repaynent of approximtely $178
mllion of the 7.70% Seni or Notes due January 15, 2004 took place in the
formof a tender offer whereby we paid a 6.25% premiumto par. In
addition, we repurchased in the open market $20 million of our 7.75%
Not es due April 15, 2007. The net cost of this tender and open market
repurchase resulted in an extraordinary | oss due to the early
extingui shment of debt of $7.2 million after tax ($12.5 million pretax).

During fiscal 2001, we entered into an interest rate hedging
agreenent with a commercial bank with a notional anount of $50 million
maturing on April 15, 2007. This hedgi ng agreenent was designated as
a fair value hedging instrunent and effectively converted a portion of
our 7.75% Notes due April 15, 2007 fromfixed rate debt to floating
rate debt. There were no

The Great Atlantic & Pacific Tea Conpany, Inc.
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i neffective changes in fair value of this hedging agreenent. For the
fiscal year ended February 23, 2002, this hedgi ng agreenent reduced
borrowi ng costs by $0.2 mllion and had a fair val ue

of $1.0 million at February 23, 2002. During fiscal 2002, we entered
into additional interest rate hedging agreenents with notional anounts
totaling $100 million maturing on April 15, 2007. These hedgi ng
agreenents effectively converted an additional portion of the
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Conmpany's 7.75% Notes due April 15, 2007 fromfixed rate debt to
floating rate debt which averaged 4.0% There were no ineffective

changes in fair value of these hedgi ng agreenments. |In January 2003,
t hese hedging instrunents were termnated, resulting in a gain of
$10.2 mllion. This gain has been deferred and is being anortized as

an offset to interest expense over the life of the underlying debt
instrunment. Such anmount is classified as “ Long-term debt” on our
Consol i dat ed Bal ance Sheets.

As of February 22, 2003 and February 23, 2002, we had no borrow ngs
under uncommtted lines of credit.

The net book value of real estate pledged as collateral for al
nortgage | oans anbunted to $3.2 mllion and $1.0 mllion at February
22, 2003 and February 23, 2002, respectively. The net
book val ue of real estate pledged as collateral for our $425 nmillion
Secured Credit Agreement anounted to $82.9 million and $85.7 nillion at
February 22, 2003 and February 23, 2002, respectively.

We currently have active Registration Statenents dated January 23,
1998 and June 23, 1999, allowing us to offer up to $75 mllion of debt
and/or equity securities as of February 22, 2003 at terns determ ned by
mar ket conditions at the tine of sale.

Maturities for the next five fiscal years and thereafter are: 2003 —
$25.8 mllion; 2004 — $2.3 nmillion; 2005 — $137.2 mllion; 2006 — $2.2
mllion; 2007 — $229.7 mllion; 2008 and thereafter -

$431.9 million. |Interest payments on indebtedness were approximately
$68 mllion for fiscal 2002, $60 million for fiscal 2001 and $80 million
for fiscal 2000.

Note 7 — Fair Value of Financial |Instrunents

The estimated fair values of our financial instrunents are as
foll ows:

February 22, 2003 February 23, 2002
Carrying Fair Carrying Fair
Anmount Val ue Anmount Val ue

I nterest Rate Swap $ - $ - $ 992 $ 992
9.375% Not es, due August 1, 2039 (200, 000)  (135,600) (200,000) (190, 800)

9. 125% Seni or Notes, due Decenber 15, 2011 (230, 500) (186, 705) (275, 000)
(283, 250)

7.75% Not es, due April 15, 2007 (228, 285) (182, 628) (279, 479) (272, 492)
7.70% Seni or Notes, due January 15, 2004 (22, 100) (21, 216)
(22, 100) (22,874)
Mort gages and Ot her Notes, due 2003

t hrough 2018 (3, 204) (3, 204) (3,387) (3,387)
U.S. Bank borrowi ngs at 4.125% (135, 000) (135, 000) - -

Fair value for the public debt securities is based on quoted nmarket
prices. As of February 22, 2003 and February 23, 2002, the carrying
val ues of cash and cash equival ents, accounts
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recei vabl e and accounts payabl e approxi mated fair values due to the
short-termmaturities of these instrunents.

Note 8 — Lease nligations

We operate primarily in |leased facilities. Lease terns generally
range up to twenty-five years for store |eases and thirty years for
ot her leased facilities, with options to renew for additional periods.
In addition, we also | ease sone store equi pnent and trucks. The
majority of the | eases contain escalation clauses relating to real
estate tax increases and certain store | eases provide for increases in
rental s when sal es exceed specified | evels.

The Consol i dated Bal ance Sheets include the follow ng:

February 22
February 23,

2003 2002
Property under capital |eases $178, 491 $193, 568
Accumul at ed anorti zati on (106, 685) (116, 768)
Net property under capital |eases $ 71, 806 $ 76, 800

During fiscal 2002 and fiscal 2000, we entered into new capital
| eases totaling $9 mllion and $7 mllion, respectively. During fiscal
2001, we did not enter into any new capital |eases. These
capital |ease anmpbunts are non-cash transactions and, accordingly, have
been excluded fromthe Consolidated Statenments of Cash Flows. Interest
paid as part of capital |ease obligations was approxinmately $11 million
in fiscal 2002, $13 million in fiscal 2001 and $14 million in fiscal
2000.

Rent expense for operating |leases during the last three fiscal years
consi sted of the foll ow ng:

Fi scal 2002 Fi scal 2001 Fi scal
2000
Mnimumrentals $273, 396 $249, 509 $219, 113
Contingent rentals 4,551 4,126 3,777
Total rent expense $277, 947 $253, 635 $222, 890

Future m ni num annual | ease paynents for capital |eases and
noncancel abl e operating | eases in effect at February 22, 2003 are shown
in the table below. Al anmounts are exclusive of |ease obligations and
subl ease rentals applicable to facilities for which reserves have
previ ously been established. |In addition, we subl ease 65 stores to the
franchi se business. Included in the operating | ease colum in the table
bel ow are the rental paynments to be nade by our Conpany partially offset
by the rental incone to be received fromthe franchi sed stores.
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Capi t al Qperati ng
Fi scal Leases Leases
2003 $ 23,196 $ 265,511
2004 22, 337 253, 736
2005 14, 104 245, 905
2006 12, 599 239, 429
2007 11, 008 231,721
2008 and thereafter 107,222 2,252,444
190, 466 $3, 488, 746
Less executory costs (443)
Net mnimumrentals 190, 023
Less interest portion (92, 751)
Present value of net mnimumrental s $ 97,272

During fiscal 2000 an agreenent was entered i nto which provided
financing for software purchases and hardware | eases up to $71 million
in the aggregate primarily relating to the business process
initiative. At that tinme, software purchases and hardware | eases were
to be financed at an effective rate of 8.49% per annum were to occur
fromtime to tinme through 2004 and were to have equal nonthly paynents
of $1.4 million. In My 2001, the agreenent was anended to include
only hardware | eases. The anmounts previously funded relating to
software purchases of approximately $29 million were to be repaid over
t he next several nonths. Accordingly, as of February 23, 2002,
substantially all of this balance had been repaid.

Additionally, the nonthly paynment anount was anended to refl ect
expected utilization related to hardware | eases. As of February 23,
2002, approximately $30 million had been funded related to hardware

| eases. Future paynents related to these | eases are included in the
future m ni mum annual | ease paynents table. There will be no further
fundi ng under this agreenent. The |easing of the hardware under this
agreenment is being accounted for as an operating | ease in accordance
wi th SFAS 13, “ Accounting for Leases”

Note 9 — I ncone Taxes

The conponents of (loss) inconme before inconme taxes and
extraordinary itemare as foll ows:

Fi scal 2002 Fi scal 2001 Fi scal
2000
United States $(135, 737) $(151, 556) $(66, 035)
Canada 66, 213 43, 282 35, 799
Tot al $(69,524) $(108, 274) $( 30, 236)

48



The Great Atlantic & Pacific Tea Conpany, Inc.
Not es to Consolidated Financial Statenents — Conti nued

The (provision for) benefit fromincone taxes before extraordi nary
item consists of the foll ow ng:

Fi scal 2002 Fi scal 2001 Fi scal
2000
Current:
Feder al $ 24, 166 $ - $ -
Canadi an (1,162) (708) (531)
State and | ocal (3,104) (3, 000) (13, 000)
19, 900 (3,708) (3,531)

Def err ed:
Feder al 18, 102 47, 654 21, 565
Canadi an (24, 852) (19, 336) (16, 372)
State and | ocal 17, 273 18, 980 9,074
U.S. valuation all owance (166, 589) - -

(156, 066) 47, 298 14, 267
(Provision for) benefit fromincone taxes$ (136, 166) $43, 590 $
10, 736

The deferred incone tax (provision) benefit resulted primarily from
t he annual change in tenporary differences between anounts of assets and
liabilities for financial reporting purposes and such anounts as
measured by tax regul ations, net operating loss (“ NO.” ) carryforwards
and, in fiscal 2002, the U.S. valuation allowance.

The deferred tax provision recorded in fiscal 2002 for our Canadi an
operations of approximately $24.9 million reflects the utilization of
$12.0 million of NOL carryforwards and other tenporary differences.

The deferred tax provision recorded in fiscal 2002 for our U S
operations of approximately $131.2 mllion, net mainly relates to NOL
carryforwards and the U S. related valuation allowance. |n accordance
wi th SFAS 109 “ Accounting for Inconme Taxes” , a valuation allowance is
created and offset against the net deferred tax asset if, based on
exi sting facts and circunstances, it is nore |likely than not that sone
portion or all of the deferred tax asset will not be realized. Based
upon our continued assessnent of the realization of our U S. net
deferred tax asset and historic cunulative |osses, and in particul ar,
the significant increase in U S. operating | osses during the second
guarter of fiscal 2002, we concluded that it was appropriate to
establish a full valuation allowance for our U S. net deferred tax
asset in the amount of $133.7 million during the second quarter of
fiscal 2002. During the remai nder of fiscal 2002, the val uation
al | onance was increased by $32.9 million, totaling $166.6 mllion for
the fiscal year. |In future periods, US. losses will not be tax
effected until such time as the certainty of future tax benefits can be
reasonably assured. The valuation allowance will be adjusted when and
if, in our opinion, significant positive evidence exists which
indicates that it is nore likely than not that we will be able to
realize the U S. deferred tax asset.
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As of February 22, 2003, we had NOL carryforwards of approxi mately
$439 mllion fromour U S. operations, which will expire between
February 2019 and February 2023.

W have not recorded deferred i ncone taxes on the undistributed
earnings of our foreign subsidiaries because of our intent to
indefinitely reinvest such earnings. At February 22, 2003, the
undi stri buted earnings of the foreign subsidiaries anounted to
approxi mately $183.2 million.

The Great Atlantic & Pacific Tea Conpany, Inc.

Not es to Consolidated Fi nancial Statenents — Conti nued

Upon distribution of these earnings in the form of dividends or

ot herwi se, we nay be subject to U S. inconme taxes and foreign

wi t hhol ding taxes. It is not practical, however, to estinmate the
anount of taxes that m ght be payable on the eventual rem ttance of
t hese earni ngs.

A reconciliation of incone taxes before extraordinary itemat the
35% federal statutory inconme tax rate for fiscal 2002, 2001 and 2000 to
i ncome taxes as reported is as foll ows:

Fi scal 2002 Fi scal 2001 Fi scal
2000

I ncome tax benefit conputed

at federal statutory income tax rate $ 24, 333% 37, 899% 10, 583
State and | ocal income taxes, net of

federal tax benefit 9, 210 10, 532 3,948
Tax rate differential relating

to Canadi an operations (2,836) (4, 896) (4, 373)
Goodwi | | and ot her permanent differences (284) 55 578
U.S. valuation all owance (166, 589) - -
I ncome tax (provision) benefit, as reported$ (136, 166) $43, 590 $
10, 736

I ncone tax refunds, net of incone tax paynents for fiscal 2002, were
approximately $10.0 mllion. Incone tax paynents, net of incone tax
refunds, for fiscal 2001 and 2000 were approximately $0.2 mllion and
$2.2 mllion, respectively.

The conponents of net deferred tax assets (liabilities) are as
fol | ows:

February 22, February 23,
2003 2002
Current assets:
| nsurance reserves $ 25,533 $ 26,481
O her reserves and accrued benefits 43, 813 47,299
Accrued postretirenent and postenpl oynent benefits 756 756
Lease obligations 775 899
Pensi on obli gations 3,188 2,030
M scel | aneous 5,181 4,290
79, 246 81, 755
Current liabilities:
I nventories (8, 736) (8, 815)
Health and wel fare (8, 267) (8, 840)
M scel | aneous (2,304) (2,677)
(19, 307) (20, 332)
Val uation al | owance (58, 312) -
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Deferred incone taxes included in prepaid expenses and

ot her current assets $ 1, 627 $ 61,423

The Great Atlantic & Pacific Tea Conpany, Inc.
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Non-current assets:

Alternative minimumtax credits $ 31,984 $ 7,500
O her reserves including asset disposition charges 75, 828 113, 880
Lease obligations 8, 387 9,473
NOL carryforwards 181, 938 168, 345
I nsurance reserves 16, 800 15, 539
Accrued postretirement and postenpl oynent benefits 23,535 25,938
Pensi on obligations 11, 293 9, 494
Step rents 24, 066 22,095
M scel | aneous 2,736 4,742
376, 567 377,006
Non-current liabilities:
Depr eci ati on (255, 683) (266, 159)
Pensi on obli gations (19, 927) (16, 747)
Unrealized gain on derivatives (1,902) -
M scel | aneous (2,375) (2,430)
(279, 887) (285, 336)
Val uati on al | owance (103, 182) —
Net non-current deferred inconme tax (liability) asset $ (6,502) $ 91, 670

The net non-current deferred tax asset and liability is recorded
on the Consolidated Bal ance Sheets as foll ows:

February 22, February 23,
2003 2002
O her assets $ - $ 91,670
Non-current liability (6,502) -
Net non-current deferred inconme tax (liability) asset $ (6,502) $ 91, 670

Note 10 — Retirement Pl ans and Benefits

Defi ned Benefit Pl ans

We provide retirenent benefits to certain non-union and union
enpl oyees under various defined benefit plans. Qur defined benefit
pensi on plans are non-contributory and benefits under these plans are
general ly determ ned based upon years of service and, for salaried
enpl oyees, conpensation. W fund these plans in anmounts consistent with
the statutory funding requirenents.
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The conponents of net pension (inconme) cost were as follows:

2002 2001 2000
u.S. Canada u.S. Canada u.S. Canada
Servi ce cost $3,344 $ 5,416 $4,023 $4, 656 $3,818 $4,199
I nterest cost 9, 372 9, 753 9, 659 9, 386 9, 236 9, 956
Expected return on plan assets (12,057) (14,827) (12,627) (14, 489)
(11, 243) (14, 186)
Anortization of unrecognized net asset (13) (665) (13) (749) (454)
(801)
Anortization of unrecogni zed net prior
servi ce cost 292 294 291 293 604 306
Anortization of unrecognized net
actuarial gain (1,473) (47) (1, 865) (135) (1, 333) (99)
Curtailnments and settlenents - - - - - 668
Admi ni strative expenses and ot her - 215 - 569 -

Net pension (incone) cost $ (535) $ 139 $ (532) $ (469) $ 628 $ 43

Qur U.S. defined benefit pension plans are accounted for on a fiscal
year basis, while our Canadi an defined benefit pension plans are
accounted for on a cal endar year basis. The majority of plan assets is
invested in stocks and bonds. The followi ng tables set forth the
change in benefit obligations and change in plan assets for fiscal 2002
and 2001 for our defined benefit plans:

2002 2001

Change in Benefit Obligation uU.S. Canada uU.S. Canada

Benefit obligation — beginning of year $139,985 $150, 895 $134, 071 $140, 548
Servi ce cost 3,344 5,416 4,023 4, 656
I nt erest cost 9, 372 9, 753 9, 659 9, 386
Actuarial |oss 6, 409 2,737 4,362 10, 287
Benefits paid (13,194) (9,214) (12, 924) (8,788)
Amendment s - - 794 -
Term nati on benefits - - - 361
Ef fect of exchange rate - 9,497 - (5, 555)

Benefit obligation — end of year $145,916 $169, 084 $139,985 $150, 895

Change in Plan Assets

Pl an assets at fair value — beginning of year$ 157,974 $176,396 $155,657%

191, 123

Actual return on plan assets (2,230) (6, 852) 13, 436 (115)

Conpany contri butions 2,007 6, 059 1, 805 1, 086

Benefits paid (13,194) (9,214) (12, 924) (8, 788)

Ef fect of exchange rate — 10, 362 — (6,910)
Pl an assets at fair value — end of year $ 144,557 $176, 751 $157,974%
176, 396
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Amount s recogni zed on our Consolidated Bal ance Sheets consi sted of
t he foll ow ng:

2002 2001
uU. S. Canada uU. S. Canada

Pl an assets in excess of projected benefit

obl i gation $(1,359) $ 7,667 $17,989 $25,501
Unr ecogni zed net transition asset (26) (401) (39) (1, 029)
Unr ecogni zed prior service cost 554 1,518 840 1,718
Unr ecogni zed net actuarial (gain) loss (13,296) _35, 207 (35, 459) 9,492

Total recogni zed on the Consoli dated

Bal ance Sheets $(14, 127) $ 43,9913% (16,669) 3
35, 682
2002 2001
uU.S. Canada U.S. Canada

Prepai d benefit cost $16, 028 $43, 991

$12,123 $ 35,682

Accrued benefit liability (32, 548) - (29, 963) -
I nt angi bl e asset 752 - 995 -
Accurul at ed ot her conprehensive income _ 1,641 - 176 -
Total recogni zed on the Consoli dated
Bal ance Sheets $(14, 127) $ 43,9913 (16,669) 3

35, 682

Plans with accunul ated benefit obligation in excess of plan assets
consisted of the following and only relate to U. S. plans:

2002 2001
Accunul at ed benefit obligation $26, 237 $45, 192
Proj ected benefit obligation $26, 289 $45, 894
Pl an assets at fair val ue $ 335 $19, 709

The prepaid pension asset is included in * O her assets” on the
Consol i dat ed Bal ance Sheets while the pension liability is included in
“ Accrued sal aries, wages and benefits” and “ O her non-current
liabilities”

At February 22, 2003 and February 23, 2002, our additional m ninmm
pension liability for our defined benefit plans exceeded the aggregate
of the unrecogni zed prior service costs and the net transition
obligation. Accordingly, stockholders equity was reduced by $1.5
mllion and $0.1 million, respectively.

During the year ended February 25, 1995, our Canadi an subsidiary and
the United Food & Conmercial Wbrkers International Union, Locals 175 and
633, entered into an agreenment that resulted in the anmal gamati on of
t hree of our Canadi an defined benefit pension plans with the Canadi an
Commerci al Workers Industry Pension Plan (“ CCWPP” ), retroactive to
July 1, 1994. The agreenent was subject to the approval of the CCW PP
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trustees and the appropriate regulatory bodies. During fiscal 2000, the
Conmpany received final approval of the agreenment. Under the terns of
this agreenent, for the year ended February 24, 2001, CCW PP assuned the
assets and defined benefit liabilities of the three pension plans.
Further, we are required to nmake defined contributions to CCW PP based
upon hours worked by enpl oyees who are nenbers
of CCWPP and to the extent assets transferred exceeded liabilities
assuned, we received a

The Great Atlantic & Pacific Tea Conpany, Inc.
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funding holiday from CCWPP for such defined contributions. As a result
of this transfer, during fiscal 2000, we recorded a $0.4 mllion net
expense and a $2.7 mllion adjustnment to the mnimum pension liability.

Actuari al assunptions used to determ ne year-end plan status are as
foll ows:

2002 2001
u.S. Canada u.S. Canada
Wei ght ed average di scount rate 6. 50% 6. 50% 7.00% 6. 50%
Wei ght ed average rate of conpensation increase 3.50% 4. 00% 4. 00%

4.00%

Expected long-termrate of return on plan assets 7.50% 8. 50% 8. 00%
8.50%

The expected long-termrate of return on plan assets for fiscal 2003 is
7.50%

Defined Contribution Plans

We mai ntain a defined contribution retirenent plan to which we
contribute an anmount equal to 4% of eligible participants’ salaries and
a savings plan to which eligible participants may contribute a
percentage of eligible salary. W contribute to the savings plan based
on specified percentages of the participants’ eligible contributions.
Participants become fully vested in our contributions after 5 years of
service. Qur contributions charged to operations for both plans were
approximately $12.6 mllion, $12.3 mllion and $11.3 million in fiscal
years 2002, 2001 and 2000, respectively.

Mul ti - enpl oyer Union Pension Plans

We participate in various nulti-enployer union pension plans which
are adm nistered jointly by managenent and uni on representatives and
whi ch sponsor nost full-tinme and certain part-tine union enpl oyees who
are not covered by our other pension plans. The pension expense for
t hese plans approxi mated $40.3 million, $37.5 nmillion and $35.3 nillion
in fiscal 2002, 2001 and 2000, respectively. W could, under certain
circunst ances, be liable for unfunded vested benefits or other expenses
of jointly adm nistered uni on/ managenent plans. At this tinme, we have
not established any liabilities for future w thdrawal s because such
wi t hdrawal s fromthese plans are not probable and the anobunt cannot be
esti mat ed.
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Postretirenment Benefits

W provide postretirenent health care and life benefit
uni on and non-uni on enpl oyees.
postretirenment benefits during enpl oyees’
benefits are accounted for on a cal endar year basis.

The Great Atlantic & Pacific Tea Conpany,
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The conponents of net postretirenent benefits cost (in
fol | ows:

52 Weks Ended

s to certain

We recogni ze the cost of providing
active service period.
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cone) are as

Decenber 31, Decenber 31,
Decenber 31
U.S. Plans 2002 2001 2000
Servi ce cost $ 351 $ 284 $ 258
I nterest cost 1,419 1,481 1, 308
Prior service cost (1, 347) (1, 347) (1, 347)
Anortization of gain (322) (445) (848)
Net postretirement benefits cost (incone) $ 101 $ (27) $
(629)
52 Weeks Ended
Decenber 31, Decenber 31,
Decenber 31
Canadi an Pl ans 2002 2001 2000
Servi ce cost $ 302 $ 281 $ 229
I nterest cost 885 884 752
Prior service cost (33) (33) -
Anortization of |oss 292 322 156
Net postretirenment benefits cost $ 1,446 $ 1,454 $ 1,137

The unfunded status of the plans is as follows:

Decenber

31, 2002

Decenber 31, 2001

u. S

Canada

uU.S.

Canada

Unfunded accunul ated benefit obligation
at begi nning of year

$21,975 $ 13,164 $ 20,624 $ 13,089

Servi ce cost 351 302 284 281
I nterest cost 1,419 885 1,481 884
Benefits paid (1,912) (737) (1,747) (501)
Actuarial (gain) |oss (841) 310 1, 333 (93)
For ei gn exchange — 829 — (1496)
Accumul at ed benefit obligation at end

of year 20, 992 14, 753 21,975 13, 164
Unr ecogni zed net loss (gain) from

experience differences 7,746 (5, 693) 7,227 (5, 706)
Unr ecogni zed prior service cost _ 10,511 453 11, 858 459
Accrued postretirenment benefit costs at

end of year $39,249 $§ 9,513 $ 41,060 $ 7,917
Assuned di scount rate 6. 5% 6. 5% 6. 75% 6. 75%
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The assuned rate of future increase in health care benefit cost for
fiscal 2003 was 12.0% - 14.0% and is expected to decline to 5.5% by the
year 2020 and remain at that |level thereafter. The effect of a 1%
change in the assuned health care cost trend rate for each future year
on the sum of service and interest cost would either increase by $0.2
mllion or decrease by $0.1 mllion, while the accunul at ed
postretirenment benefit obligation would either increase by $1.4 million
or decrease by $1.2 million.

Post enpl oynent Benefits

We accrue costs for pre-retirenent, postenpl oynent benefits provided
to former or inactive enpl oyees and recogni ze an obligation for these
benefits. The costs of these benefits have been included in operations
for each of the three fiscal years in the period ended February 22,
2003.

The Great Atlantic & Pacific Tea Conpany, Inc.
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As of February 22, 2003 and February 23, 2002, we had a liability
refl ected on the Consolidated Bal ance Sheets of $22.8 million and $24.7
mllion, respectively, related to such benefits.

Note 11 — Stock Options

At February 22, 2003, we had four stock-based conpensation plans.
We apply the principles of APB 25 for stock options and FASB
Interpretation No. 28 for Stock Appreciation Rights (“ SARs” ). SAR s
allow the holder, in lieu of purchasing stock, to receive cash in an
anount equal to the excess of the fair market value of commobn stock on
the date of exercise over the option price.

Ef fective July 13, 1999, the Board of Directors and stockhol ders
approved the 1998 Long Term Incentive and Share Award Plan (the “ 1998
Plan” ) for our Conpany’s officers and key enpl oyees. The 1998 Pl an
provides for the granting of 5,000,000 shares as options, SAR s or stock
awar ds.

Qur 1994 Stock Option Plan (the “ 1994 Plan” ) for officers and key
enpl oyees provided for the granting of 1,500,000 shares as either
options or SAR's. The 1984 Stock Option Plan for officers and key
enpl oyees, which expired on February 1, 1994, provided for the granting
of 1,500,000 shares and was anended as of July 10, 1990 to increase the
nunber of options available for grant by 1,500,000 as either options or
SAR s.

The 1994 Stock Option Plan for Board of Directors (the “ 1994 Board
of Directors’ Plan” ) provides for the granting of 100,000 stock options
at the fair market value of our common stock at the date of grant.
Options granted under this plan totaled 4,000 in fiscal 2002, and 8, 000
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in both fiscal 2001 and fiscal 2000. At February 22, 2003,
66, 767 options available for grants under this plan.

there were

Options and SAR s issued under all of our plans are granted at the
fair market value of our commobn stock at the date of grant. Options and
SAR s issued under the 1994 Plan and the 1998 Pl an vest over a four year
period on the anniversary date of issuance, while options issued under
the 1994 Board of Directors’ Plan vest over a three year period on the
anni versary date of issuance. In fiscal 2002, options granted under the
1998 Plan and the 1994 Plan totaled 1,562,065 and 512, 400, respectively.
There were no SAR s granted during fiscal 2002. At February 22, 2003,
there were 1, 206, 227 options avail able for granting under the 1998 Pl an.
There were no options available for granting under the 1994 Pl an.

Wth respect to SAR's, for fiscal 2002 we recognized a $0.5 mllion
credit to reverse previously accrued SAR conpensation charges due to the
decline in our stock price. For fiscal 2001, we recogni zed conpensation
expense of $0.5 million due to a rise in our stock price. For fiscal
2000, no expense was recorded due to the decline in our stock price.
There was no conpensation expense recogni zed for the other plans since
the exercise price of the stock options equaled the fair market val ue of
our common stock on the date of grant.

The Great Atlantic & Pacific Tea Conpany, Inc.
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A sunmary of option transactions is as foll ows:

three fisca

Oficers, Key Enployees and Directors
Wei ght ed
Aver age
Shar es Price
Qut st andi ng February 26, 2000 2,023, 950 $ 30.30
G ant ed 1, 498, 550 16. 11
Cancel | ed or expired (277, 836) 26. 88
Qut st andi ng February 24, 2001 3, 244, 664 $ 24.04
G ant ed 1, 506, 513 9.48
Cancel | ed or expired (419, 780) 25.61
Exerci sed (20,412) 14. 85
Qut st andi ng February 23, 2002 4,310, 985 $ 18.84
G ant ed 2,078, 465 13. 17
Cancel | ed or expired (1, 240, 769) 17.75
Exerci sed (148, 178) 18.94
Qut st andi ng February 22, 2003 5, 000, 503 $ 16.75
Exerci sabl e at:
February 23, 2002 1, 393, 561 $ 26.97
February 22, 2003 1, 665, 327 $ 23.99

The wei ghted average fair values of options granted during the | ast
years are as follows:

Fi scal 2000 $ 8.80
Fi scal 2001 $ 5.77
Fi scal 2002 $ 7.18
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A summary of stock options outstanding and exerci sable at February
22, 2003 is as follows:

Wei ght ed
Options Aver age Wei ght ed Opti ons Wei ght ed
Aver age Range CQutstandi ng Remai ni ng Aver age Exer ci sabl e
Aver age
of Grant at Cont r act ual G ant at
G ant
Prices 2/ 22/ 03 Life Price 2/ 22/ 03 Price
$4.89 - $8.94 1, 029,400 9.8 years $ 5.45 39, 125 $ 7.78
$9.06 - $10.66 1,046,104 8.1 years $ 9.09 216, 731 $ 9.11
$11.63- $16. 31 64,500 8.7 years $14. 26 13, 334 $14. 25
$17.38- $19.80 1,476,724 8.2 years $17.72 393,693  $17.96
$ 21.50 - $30. 00 600,350 5.6 years $27. 62
358, 350 $27.59 $30. 25 - $31.75 448, 149
5.8 years $31. 38 383, 147 $31. 35
$32.31- $37.00 335,276 6.3 years $32. 61 260, 947 $32. 64
5, 000, 503 16. 75
1, 665, 327 $23. 99

The Great Atlantic & Pacific Tea Conpany, |Inc.
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A summary of SAR transactions is as follows:

Oficers and Key Enpl oyees

Pri ce Range
Shar es Per Share
Qut st andi ng February 26, 2000 882, 762 $21.88- $52. 38
Cancel | ed or expired (375, 000) 24.75 - 52.38
Qut st andi ng February 24, 2001 507, 762 $21.88- $45. 38
Cancel | ed or expired (265, 625) 23.38 - 24.75
Exer ci sed (9, 375) 23.38 — 45.38
Qut st andi ng February 23, 2002 232,762 $21. 88 - $31.63
Cancel | ed or expired (84, 000) 23.38 - 27.25
Exerci sed (16, 887) 21.88 — 24.75
Qut st andi ng February 22, 2003 131, 875 $23. 38— $31.63
Exerci sabl e at:
February 23, 2002 232,762 $21. 88— $31.63
February 22, 2003 131, 875 $23. 38— $31.63

Note 12 — Commitnents and Conti ngencies

In May of 1999, four present and former enpl oyees of The Food
Enmporium filed suit against the Conpany in federal court in New York
for unpaid wages and overtinme. |In April 2000, the judge certified the
case as a class action status for this case covering approximately 82
stores in 9 counties in the New York nmetropolitan area. Approxinmately
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840 current and fornmer full and part-tinme enpl oyees of The Food
Enporium and A&P opted into the class. In April 2003, the Conpany
filed a Motion to Decertify the Collective Action under the Fair Labor
St andards Act.

On January 13, 2000, the Attorney CGeneral of the State of New York
filed an action in New York Suprene Court, County of New York, alleging
that we and our subsidiary Shopwell, Inc., together with our outside
delivery service Chel sea Trucking, Inc., violated New York |aw by
failing to pay m nimum and overtinme wages to individuals who deliver
groceries at one of the
Food Enporiumis stores in New York City. The conplaint sought a
determ nation of violation of |aw, an unspecified anount of
restitution, an injunction and costs. A purported class action |awsuit
was filed on January 13, 2000 in the federal district court for the
Southern District of New York agai nst our Conpany, Shopwell, Inc. and
others by Faty Ansoumana and ot hers.

The federal court action made simlar mnimum wage and overtinme pay
al | egati ons under both federal and state |l aw and extends the
all egations to various stores operated by our Conpany. |In May 2001,
the federal court granted plaintiffs' notion for certification of a
class action. On Septenber 18, 2002, the plaintiffs, the Attorney
CGeneral and our Conpany entered into a Stipulation and Agreenent of
Settl ement pursuant to which we woul d pay approximately $3.3 million in
full settlement of the actions and woul d receive rel eases fromthe
class and the Attorney General and the actions would be dismssed with
prejudice. On January 23, 2003, the federal district court entered an
order and final judgnment approving the settlenent and dism ssing the
action agai nst our Conpany. On March 17, 2003, the Attorney Ceneral
and our Conpany filed a Stipulation of Discontinuance in New York
Suprene Court, dismssing with prejudice the Attorney CGeneral’s action
agai nst our Conmpany. W have made the full paynment required by the
settl enent agreenent.

The Great Atlantic & Pacific Tea Conpany, Inc.
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In April 2002, three Canadi an Food Basics franchi sees commenced a
breach of contract action in a Canadi an court agai nst The G eat
Atlantic & Pacific Conmpany of Canada, Limted ("A&P Canada") as
representative plaintiffs for a purported class of approximtely 70
current and fornmer Canadi an Food Basics franchisees. The |awsuit seeks
unspeci fi ed damages in connection with A& Canada's alleged failure to
distribute to the franchisees the full amount of vendor allowances
and/ or rebates to which the franchisees claimthey are entitled under
t he operative franchi se agreenents. A&P Canada disputes the plaintiff-
franchi sees' claimand has
filed a counterclaimseeking to recover subsidies nade by it to the
plaintiffs. The lawsuit was certified as a class action in Decenber
2002. The majority of the potential class nenbers have opted out of
this class proceeding. A& Canada has obtained | eave to appeal the
class certification order and is proceeding with the appeal.

On June 5, 2002, a purported securities class action Conplaint was
filed in the United States District Court for the District of New
Jersey agai nst our Conpany and certain of our officers and directors in
an action captioned Brody v. The Great Atlantic & Pacific Tea Co.,

Inc., No. 02 CV 2674 (FSH) . The Brody | awsuit and four subsequently-
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filed related | awsuits were consolidated into a single |awsuit
captioned In re The Great Atlantic & Pacific Tea Conpany, Inc.
Securities Litigation, No. 02 CV 2674 (FSH) (the *“ C ass Action
Lawsuit” ). On Decenber 2, 2002, plaintiffs filed their Consolidated
Amended Cl ass Action Conplaint (the “ Conplaint” ), which alleges

cl ai ms under Sections 10(b) (and Rule 10b-5 pronul gated thereunder) and
20(a) of the Securities Exchange Act of 1934 arising out of our
Company's July 5, 2002 filing of restated financial statements for
fiscal 1999, fiscal 2000 and the first three quarters of fiscal 2001.
The Conplaint in the Class Action Lawsuit seeks unspecified noney
damages, costs and expenses. On January 17, 2003, defendants filed a
notion seeking to dismss the Conplaint. On February 28, 2003,
plaintiffs filed their brief in opposition to defendants’ notion.

Def endants’ reply brief in support of their dismssal notion was filed
on March 28, 2003.

On May 31, 2002, a stockholder's derivative Conplaint was filed in
t he Superior Court of New Jersey in Bergen County agai nst our Conpany's
directors (some of whom are al so executive officers) in an action
captioned Gsher v. Barline, Cv. Action No. BER L-4673-02 (N.J. Super.
Ct.) (the "Derivative Lawsuit"). The Conplaint, which arises out of
the events at issue in the C ass Action Lawsuit, alleges that the
defendants violated their fiduciary obligations to our Conmpany and our
stockhol ders by failing to establish and mai ntain adequat e accounti ng
control s and m smanagi ng the assets and busi ness of our Conpany.
Plaintiff seeks unspecified noney damages, costs and expenses. In or
about Decenber 2002, after the parties had agreed to and subnmitted for
the Court's consideration a stipulation and proposed Order staying the
Derivative Lawsuit pending the outcome of defendants’ notion to dismss
the Conplaint in the Class Action Lawsuit, the Court dism ssed the
Derivative Lawsuit w thout prejudice.

W are subject to various other |egal proceedings and clai ns,
ei ther asserted or unasserted, which arise in the ordinary course of
business. W are also subject to certain environnental clains. Wile
t he outcome of these clains cannot be predicted with certainty,
Managenent does not believe that the outcone of any of these |egal
matters will have a
mat eri al adverse effect on our consolidated results of operations,
financial position or cash fl ows.

The Great Atlantic & Pacific Tea Conpany, Inc.
Not es to Consolidated Financial Statenents — Conti nued

As part of our business process initiative, contracts have been
entered commtting the Conpany to purchase hardware, software and
consulting services fromvarious vendors. At February 22, 2003, these
comitnments totaled $11.8 nmillion. These purchases will be nmade, in
accordance with the terns of their contracts, over the next two fiscal
years.
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We adopted the accounting and di scl osure requirenents of FASB
Interpretation 45 (“ FIN 45" or the “ Interpretation” ), “ Guarantor’s
Accounting and Di scl osure Requirenents for Guarantees, |ncluding
I ndi rect CGuarantees of |ndebtedness of Ohers, an Interpretation of
FASB Statements No. 5, 57, and 107 and Resci ssion of FASB
Interpretation No. 34" during fiscal 2002. As required to be
di sclosed by this interpretation, we are the guarantor of a | oan of
$2.4 mllion related to a shopping center, which will expire in 2011

Note 13 — QOperating Segnents

Operating segnents are defined as conponents of an enterprise about
whi ch separate financial information is avail able that is eval uated
regularly by the chief operating decision naker in deciding howto
al l ocate resources and in assessing performance. Qur chief operating
deci si on maker is our Chairman of the Board, President and Chief
Executive Oficer.

We currently operate in three reportable segnents: United States
Retail, Canada Retail and Canada Wol esale. The retail segnents are
conprised of retail supermarkets in the United States and Canada, while
t he whol esal e segnent is conprised of our Canadi an operation that serves
as exclusive whol esaler to our franchi sed stores.

The accounting policies for the segnents are the sanme as those
described in the summary of significant accounting policies. W neasure
segnent performance based upon incone (loss) from operations.

Informati on on segnents is as foll ows:

OPERATI NG DATA Fiscal 2002 _Fiscal 2001 _Fiscal 2000
Sal es
U S Retail $8,124,627 $8,490,104 $8, 247,224
Canada Ret ai | 1, 957, 257 1, 806, 705 1,745, 129
Canada Whol esal e 712, 486 676, 506 630, 513
Total Conpany $10, 794,370 $10,973,315 $10, 622, 866
Depreci ation and anortization
U S Retail $ 223,612 $ 227,257 $ 223,550
Canada Retai l 39, 973 35, 295 32,221
Canada Whol esal e - — -
Tot al Conpany $ 263,585 $ 262,552 $ 255,771
Inconme (loss) from operations
U S Retail $ (62,187) $ (71,359) $ 21, 999
Canada Retai l 39, 056 21, 301 20, 380
Canada Whol esal e 30, 389 26, 534 23, 651
Tot al Conpany $ 7,258 $ (23,524) % 66, 030

The Great Atlantic & Pacific Tea Conpany, Inc.
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OPERATI NG DATA (conti nued) Fiscal 2002 Fiscal 2001 Fiscal 2000
I nterest expense
U S Retail $ (75,919) $ (81,574) $ (88,084)
Canada Retail (6,013) (7,557) (11, 436)
Canada Whol esal e (2,747) (2,591) (2,968)
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Total Company

I nterest incone
U S. Retai
Canada Ret ai
Canada Whol esal e

Tot al Conpany

(Loss) incone before incone taxes and

extraordinary item
U S. Retai
Canada Ret ai
Canada Whol esal e
Total Company

February 24,

FI NANCI AL _PCSI TI ON_DATA

Capital expenditures
U S. Retai
Canada Ret ai

Canada Whol esal e
Total Comnpany

Tot al assets
U S. Retai
Canada Ret ai
Canada Whol esal e
Total Company

Long-1ived assets
United States
Canada
287,211

Tot al Conpany

$ (84,679) $ (91,722) $ (102, 488)
$ 2,369 $ 1,377 $ 50
2,083 1,970 2, 099
3. 445 3. 625 4.073
$ 7.897 $ 6,972 $ 6, 222
$ (135,737) $ (151,556) $ (66, 035)
35, 126 15, 714 11, 043
31, 087 27.568 24. 756
$ (69,524) $ (108,274) $ (30, 236)

February 22,

February 23

2003 2002 2001
$ 164,586 $ 192,705 $ 356,850
54,944 53, 477 58, 992
$ 219,530 $ 246,182 $ 415,842
$ 2,216, 455 $2,599,628 $2,688,190
597, 634 521, 278 549, 182
71,148 73, 358 81, 785
$2,885,237 $3,194,264 $3,319,157
$ 1,318, 238 $1,451,235 $1,637,036
323, 973 289, 088
$1,642,211 $1,740,323 $1,924, 247

Note 14 — Sal e- Leaseback Transacti ons

During fiscal

t hem back fromthe purchaser.
a carrying value of approxinmately $68.4 mllion.

2000, we sold 12 properties and sinultaneously | eased
The properties subject to this sale had
Net proceeds received

related to these transactions anounted to approximately $113.7 mllion.

O the 12 properties sold,
gain after deducting expenses of $44.0 mllion.

11 were sold for a profit

resulting in a
One property in the

af orenenti oned transaction was sold at a loss of $2.6 mllion after
expenses. Since the fair value of this property was less than its

carrying value, we recognized this loss in ful

During fiscal

2001, we sold 9 additiona
si mul t aneously | eased them back from the purchaser.

during fiscal 2000.

properties and
The properties

subject to this sale had a carrying val ue of approximtely $52.1
mllion. Net proceeds received related to these transactions anmounted

to approxi mately

The Great Atlantic & Pacific Tea Conpany,
Not es to Consol i dated Financi al

| nc.
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$65.2 mllion. O the 9 properties sold, 6 were sold for a profit
resulting in a gain after deducting expenses of $15.4 nmillion. Three
properties in the aforenentioned transaction were sold at a | oss of

$4.5 mllion after expenses.
one of these properties,
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2000, and, accordingly, was recognized in full at that tinme since the
carrying value of such property exceeded its fair value | ess the cost
of disposal .

The af orenmentioned sales resulted in a conbined gain of $59.5
mllion, which has been deferred and is included in “ O her non-current
liabilities” in our Consolidated Bal ances Sheets and is being
anortized over the lives of the respective | eases as a reduction of
rental expense. During fiscal 2002 and 2001, we recognized $3.0
mllion and $2.8 nmillion of this gain, respectively, |eaving $53.6
mllion as a deferred gain at February 22, 2003.

W did not enter into any sal e-| easeback transactions during fisca
2002; however, we expect to enter into simlar transactions for other
owned properties fromtime to tinme in the future.

The resulting | eases of the 21 properties sold in fiscal 2000 and
2001 have terns ranging from20 to 25 years, with options to renew for
addi tional periods, and are being accounted for as operating |leases in
accordance with SFAS 13, “ Accounting for Leases” . Future m ni num
| ease paynents for these operating | eases, which have been included in
the future mninmum| ease paynents table in Note 8 — Lease Ovbligations,
are as follows:

Fi scal

2003 $ 20, 612
2004 20, 612
2005 20, 612
2006 20, 612
2007 20, 612
2008 and thereafter 299, 312

Tot al $402, 372

Note 15 — Gain On Proceeds From The Denutualization O A Mitua
| nsurance Conpany

During fiscal 2001, we received $60.6 mllion fromthe
denut ual i zati on of The Prudential |nsurance Conpany. This consisted
of cash of $35.2 million, and common stock of $25.4 nmillion, which is
included in “ Prepaid expenses and other current assets,” in our
Consol i dat ed Bal ance Sheets at February 23, 2002. This anmount was
recorded as a nonrecurring gain and included in the determ nation of
income (loss) fromoperations and net cash provi ded by operating
activities in fiscal 2001. At February 23, 2002, we had an unrealized
gain of $0.9 mllion, net of tax related to the conmon stock held as
avai l abl e for sale securities that was recorded as a separate
conmponent of Stockhol ders’ Equity.

During fiscal 2002, we sold our remaining holdings in this conmon
stock and recogni zed a gain of $1.7 mllion. This gain was included

in“ Store operating, general and adm nistrative expense” on our
Consol i dated Statenents of Operations for fiscal 2002.

The Great Atlantic & Pacific Tea Conpany, Inc.
Not es to Consolidated Fi nancial Statenents — Conti nued

Note 16 — Related Party Transactions
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A & P Properties Limted, a subsidiary of our Conpany, |eases a
store in Wndsor, Ontario, Canada from Tenga Capital Corporation, which
is owned by Erivan
and Hel ga Haub. FErivan Haub is the father of Christian W E. Haub, our
Chai rman of the Board, President and Chief Executive Oficer, and is a
general partner, together wi th Tengel mann Verwal t ungs- und Beteiligungs
GrbH, Karl Erivan Warder Haub and Christian W E. Haub of Tengel mann
whi ch owns a controlling interest of our common stock. Helga Haub is
the nother of Christian W E. Haub and is a nenber of our Board of
Directors. The |ease, which comenced in 1983 and expires on Cctober
31, 2013, includes four 5-year renewal options. The base annual rental
is C$0.5 million (U.S. $0.3 mllion) until Cctober 31, 2003, when it
decreases to C$0.4 nmillion.

W are a party to agreenents granting Tengelmann and its affiliates
the exclusive right to use the “ A&P® and “ Master Choice® trademarks
in Germany and ot her European countries pursuant to which we received
$0.1 million during each of fiscal 2002, 2001 and 2000, which is the
maxi mum annual royalty fee under such agreenents. W are also a party

to agreenents under which we purchased fromWssoll, which is an
affiliate of Tengel mann, approximately $0.7 million, $0.6 mllion and
$0.7 million worth of the Black Forest |line and Master Choice® candy

during fiscal 2002, 2001 and 2000, respectively.

W own a jet aircraft, which Tengel mann | eases under a full cost
rei mbursenent |ease. During fiscal 2002, 2001 and 2000, Tengel mann was
obligated to reinburse us $2.8 nmillion, $2.5 nmillion and $3.2 mllion,
respectively, for their use of the aircraft.

Note 17 — Environnmental Liability

W own a non-retail real estate |ocation that was subjected to
envi ronnmental contam nation. W obtained an environnmental renediation
report to enable us to assess the potential environnental liability
related to this property. Factors considered in determning the
l[tability included, anong others, whether we had been designated as a
potentially responsible
party, the nunmber of potentially responsible parties designated at the
site, the stage of the proceedings and the avail abl e envi ronnent al
t echnol ogy.

During fiscal 2000, we assessed the likelihood that a | oss had been
incurred at this site as probable and based on findings included in
remedi ation reports and di scussion with | egal counsel, estimated the
potential loss to be $3.0 mllion on an undi scounted basis.

Accordi ngly, such anpbunt was accrued at that tine. At each bal ance
sheet date, we assess our exposure with respect to this environnental
remedi ati on based on current available information. Subsequently,
during fiscal 2000, with respect to such review, we determ ned that
additional costs anpunting to $1.3 million would be incurred to renedy
t hese environnmental issues and, accordingly, this additional anmount was
accrued.

During fiscal 2001, due to an unfavorable ruling by the |oca
muni ci pality, which was subsequently upheld by the New Jersey Superi or
Court, denying our proposed devel opnent
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pl an, we determ ned that a decrease in the value of the property had

occurred and recorded an additional charge of $2.0 mllion.
The total liability, net of costs incurred to date, of $3.9 mllion
was included in “ Gther non-current liabilities” in our Consolidated

Bal ance Sheets at February 22, 2003.

Not e 18 — Subsequent Events

On March 14, 2003, we entered into an agreenent to sell an
additional eight stores in northern New England. As of April 2003,
this asset sale and the asset sales described in Note 3 of our
Consol i dat ed Financial Statenments were conpl eted, generating proceeds
of approximately $140 mllion and resulting in a gain of approxi mtely
$70 to $80 mllion.

The Great Atlantic & Pacific Tea Conpany, Inc.
Not es to Consolidated Fi nancial Statenents — Conti nued
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Note 19 — Summary of Quarterly Results (Unaudited)

The follow ng table sumarizes our results of operations by quarter
for fiscal 2002 and 2001. The first quarter of each fiscal year
cont ai ns si xteen weeks, while the other quarters each contain twelve
weeks.

First Second Third Fourth Tot al
Quarter Quarter Quarter Quarter Year
2002 (wunaudi t ed) (Dol lars in thousands, except per share anounts)
Sal es $3, 307,238 $2,500,478 $2, 466,475 $2,520,179 $10, 794, 370
Gross margin 947, 555 709, 571 692, 130 706, 777 3, 056, 033
Depreci ation and anortization76, 906 61, 844 61, 131 63, 704 263, 585
I ncome (loss) from operations @ 927, 771 (3, 165) (7, 603) (9, 745) 7,258
Interest expense (26, 752) (19, 640) (19, 816) (18, 471) (84, 679)

Incone (|l oss) before incone
taxes and extraordinary iten2, 978 (19, 700) (26, 188) (26, 614) (69, 524)
Extraordinary (loss) gain on early

extingui shnment of debt, net of tax (397) (287) - 12, 865
12,181
Net income (loss) 1,875 (144, 684) (29, 732) (20, 968) (193, 509)

Per share data
Inconme (loss) before extraordinary
item— basic and diluted “ 0.06 (3.76) (0.77) (0. 88)
(5. 34)
Extraordinary (loss) gain on early
extingui shnent of debt — basic

and diluted (0.01) - - 0.34 0.31
Net i ncone gloss) — basi c and
diluted © 0. 05 (3.76) (0.77) (0. 54)
(5.03)
Mar ket price:
Hi gh 28. 44 20. 00 10. 85 8.25
Low 18. 55 9.75 5.34 4. 70
Nunber of stores at end of period692 692 692 695
Nunber of franchi sed stores served
at end of period 68 66 65 65
Such ampbunts are conprised of the following; item(b) is net of applicable incone taxes
(a) Asset disposition initiative $(6, 963) $(1,303) $11,128 $ 3,532 $ 6,394
Gain on proceeds frominsurance
conpany denutual i zation 1,717 - - - 1,717
Al'l other earnings (losses) from
operations 33,017 (1,862) (18, 731) (13, 277) (853)
I ncome (loss) from operations $27, 771 $(3,165) $(7,603) $(9, 745) $ 7,258
(b) Asset disposition initiative $(4, 094) $ (776) $ 11,132 $ 3,331 $ 9,593
Gain on proceeds frominsurance
conpany denutual i zation 996 - - - 996
Extraordinary (loss) gain on early
extingui shment of debt (397) (287) - 12, 865 12,181
Deferred tax asset val uation allowance - (133,675) - - (133,675)
Al'l other earnings (losses) 5,370 (9,946) (40, 864) (37,164) (82, 604)
Net incone (loss) $1,875 $(144, 684) $(29, 732) $(20,968) $(193, 509)

(c) The sum of quarterly basic incone per share differs fromfull year anopunts because the nunber of
wei ght ed average common shares outstandi ng has increased each quarter

(d) Incone (loss) fromoperations for the fourth quarter of fiscal 2002 includes severance of approxi mately
$10 million and a charge relating
to the adoption of EITF 02-16 “ Accounting By a Custoner (including a Reseller) for Certain
Consi deration Received Froma Vendor” of
approximately $2 mllion. These charges are offset by a $7 mllion reduction of accruals for occupancy
costs primarily related to a change in estimate

The Great Atlantic & Pacific Tea Conpany, Inc.
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First Second Third Fourth Tot al

Quarter Quarter Quarter Quarter Year

2001 (wunaudited) (Dol lars in thousands, except per share anounts)
Sal es $3, 388,294 $2,547,590 $2,525,388 $2,512,043 $10, 973, 315
Gross nargin 970, 434 737,376 726,912 715,944 3,150, 666
Depreci ation and anortization82, 205 61, 051 61, 697 57,599 262, 552
I ncone (loss) from operations ‘Y29, 625 16, 276 (135, 284) 65, 859 (23, 524)
I nt erest expense (30, 505) (20,969) (20, 495) (19, 753) (91, 722)
Incone (|l oss) before incone

taxes and extraordinary item 962 (2,801) (154, 329) 47,894 (108, 274)

Extraordinary |l oss on early

extingui shnment of debt, net of tax - - - (7,222)
(7,222)
Net (loss) income (969) (1, 743) (89, 636) 20, 442 (71, 906)

Per share data
(Loss) inconme before extraordi nary
item— basic (0.03) (0.05) (2. 34) 0.72 (1.69)
Extraordinary | oss on early

ext i ngui shment of debt — basic - - —(0.19) (0.19)
Net (loss) incone — basic (0.03) (0.05) (2.34) 0.53 (1.88)
(Loss) inconme before extraordinary
item— diluted (0.03) (0.05) (2.34) 0.70 (1.69)
Extraordinary | oss on early
extingui shment of debt — diluted - - —(0.18) (0.19)
Net (loss) incone — diluted ‘“(0.03) (0. 05) (2. 34) 0.52 (1.88)
Mar ket price:
Hi gh 14. 00 20. 30 23.95 27.20
Low 8.13 12.51 13.18 20. 66
Nunber of stores at end of period747 743 740 702
Nunber of franchi sed stores served
at end of period 67 67 67 67

Such ampbunts are conprised of the following; item(b) is net of applicable incone taxes

(a) Asset disposition initiative $ - $ (217) $(164, 658) $(28, 593) $(193, 468)
Gain on proceeds frominsurance

conpany denutual i zation - - - 60, 606 60, 606
Al'l other earnings from operations 29, 625 16, 493 29, 374 33, 846
109, 338
I ncone (loss) from operations $29, 625 $16, 276 $(135, 284) $65, 859 $(23, 524)

(b) Asset disposition initiative $ - $ (126) $ (95,529) $(16, 613) $(112, 268)
Gain on proceeds frominsurance
conpany denutual i zati on - - - 35, 151 35, 151
Extraordi nary | oss on early extingui shnent

of debt - - - (7,222) (7,222)
Al'l other (losses) earnings (969) (1,617) 5, 893 9,126 12,433
Net (loss) incone $ (969) $(1,743) $(89, 636) $20, 442 $(71, 906)

(c) The sum of quarterly basic incone per share differs fromfull year anounts because the nunber of
wei ght ed average common shares outstandi ng has increased each quarter

(d) The sum of quarterly diluted incone per share differs fromfull year

anmounts because securities that are dilutive in the fourth quarter are antidilutive on a full-year
basi s.

Managenent’'s Report on Consolidated Financial Statenents

The Managenent of The Great Atlantic & Pacific Tea Conpany, |nc.
has prepared the consolidated financial statenents and rel ated
financial data contained in this Annual Report. The financi al
statenents were prepared in accordance with accounting principles
generally accepted in the United States of America appropriate to the
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busi ness and, by necessity and circunstance, include some anounts,
whi ch were determ ned using Managenent’ s best judgnents and esti nmates
W th appropriate consideration to materiality.

Managenent is responsible for the objectivity of the consoli dated
financial statenents and other financial data included in this report.
To nmeet this responsibility, Managenent maintains a system of internal
accounting controls to provide reasonabl e assurance that assets are
saf eguarded and that accounting records are reliable. Managenent
supports a programof internal audits and internal accounting control
reviews to provide reasonabl e assurance that the systemis operating
effectively.

Wthin 90 days prior to the date of this report, we conpleted an
eval uation of our disclosure controls and procedures (as defined in
Rul e 13a-14(c) to the Securities and Exchange Act of 1934). Based on
this eval uation, we believe that the disclosure controls and procedures
are effective with respect to tinely communicating to us all materi al
information required to be disclosed in this report as it relates to
our Conpany and our consolidated subsidiaries.

Thi s eval uation consisted of a year-end control review that was
subsequent|ly updated in April 2003. The follow ng paragraphs detai
our significant areas of focus to further enhance internal controls:

e W have inplenented certain enhancenents and are in the process of
enhancing internal controls relating to vendor allowance
transactions. The actions related to vendor allowances incl ude,
anong others, revising the vendor allowance transaction reporting
form providing additional training to enpl oyees concerning
financial reporting obligations with an enphasis on vendor all owance
transactions, establishing additional internal resources to account
for and review on a regul ar basis vendor allowance transacti ons and
provi di ng addi ti onal managenent and internal audit oversight of
vendor al |l owances.

e During the third quarter of fiscal 2002, we inplenmented an
enterprise resource planning system enconpassing the finance
function and are in the process of inplenenting this platformfor
the human resources function. This new system provi des a comon
platformfor certain of our operations, including the inprovenent of
approval and authorization processes and information flow across the
organi zation. This systemw || serve as the record keepi ng tool
for, anmong others, general |edger, accounts payable, accounts
recei vabl e, fixed assets and payroll.

O her than the above, there were no significant changes in our internal
controls or in other factors that could significantly affect interna
controls subsequent to the date of the nobst recently conpl eted
evaluation. W also intend to refine and enhance our internal control
procedures on an ongoi ng basis as deemed appropri ate.

The Board of Directors pursues its responsibility for reported
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financial information through its Audit Commttee. The Audit Conmttee
meets periodically and, when appropriate, separately Managenent'’s
Report on Financial Statenents - Conti nued

wi th Managenent, internal auditors and the independent accountants,
Pri cewat er houseCoopers LLP, to review each of their respective
activities.

Christian W E. Haub Mtchell P. (ol dstein
Chai rman of the Board, President Seni or Vice President,
and Chi ef Executive Oficer Chi ef Financial Oficer

Report of | ndependent Accountants

To the Stockhol ders and Board of Directors of
The G eat Atlantic & Pacific Tea Conpany, Inc.:

I n our opinion, the acconpanying consolidated bal ance sheet and the
rel ated consolidated statements of operations, stockholders’ equity and
conprehensi ve (loss) incone and cash flows present fairly, in al

mat eri al respects, the financial position of The Geat Atlantic &

Paci fic Tea Conpany, Inc. and its subsidiaries at February 22, 2003,
and the results of their operations and their cash flows for the year
in the period ended February 22, 2003 in conformty with accounting
principles generally accepted in the United States of America. These
financial statenents are the responsibility of the Conpany’s
managenent; our responsibility is to express an opinion on these
financial statenents based on our audit. W conducted our audit of

t hese statements in accordance with auditing standards generally
accepted in the United States of Anerica, which require that we plan
and performthe audit to obtain reasonabl e assurance about whether the
financial statenents are free of material msstatenent. An audit

i ncl udes exam ning, on a test basis, evidence supporting the anounts
and disclosures in the financial statenents, assessing the accounting
princi ples used and significant estimtes nade by managenent, and

eval uating the overall financial statenment presentation. W believe
that our audit provides a reasonable basis for our opinion.

Pri cewat er houseCoopers LLP
Fl or ham Par k, New Jersey
April 30, 2003
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| ndependent Auditors’ Report

To the Stockholders and Board of Directors of The Great Atlantic &
Paci fic Tea Conpany, Inc.:

We have audited the acconpanyi ng consoli dated bal ance sheet of
The Geat Atlantic & Pacific Tea Conpany, Inc. and its subsidiary
conpani es as of February 23, 2002, and the rel ated consol i dated
statenments of operations, stockholders’ equity and conprehensive (| 0ss)
i ncome, and cash flows for each of the two fiscal years in the period
ended February 23, 2002. These financial statenents are the
responsi bility of the Conmpany’s managenent. Qur responsibility is to
express an opinion on these financial statenents based on our audits.

We conducted our audits in accordance with auditing standards
generally accepted in the United States of America. Those standards
require that we plan and performthe audit to obtain reasonable
assurance about whether the financial statements are free of material
m sstatement. An audit includes exam ning, on a test basis, evidence
supporting the anobunts and disclosures in the financial statenments. An
audit al so includes assessing the accounting principles used and
significant estinates made by managenent, as well as eval uating the
overall financial statenent presentation. W believe that our audits
provi de a reasonabl e basis for our opinion.

I n our opinion, such consolidated financial statenents present
fairly, in all material respects, the financial position of The G eat
Atlantic & Pacific Tea Conpany, Inc. and its subsidiary conpani es at
February 23, 2002, and the results of their operations and their cash
flows for each of the two fiscal years in the period ended February 23,
2002, in conformty with accounting principles generally accepted in
the United States of Anerica.

Deloitte & Touche LLP
Par si ppany, New Jersey
August 19, 2002
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Five Year Summary of Sel ected Fi nancial Data

Fi scal 2002 Fi scal 2001 Fi scal 2000 Fi scal 1999
Fi scal 1998
(52 Véeks)“im (52 Weeks)'? (52 Weeks) (52 Weeks)‘”
(52 Weeks) ‘¢

(unaudi t ed)
(Dol lars in thousands, except per share anpunts)

Qperating Results

Sal es $10, 794, 370 $10, 973, 315 $10, 622, 866 $10, 151, 334 $10, 179, 358
Inconme (loss) from

operations 7,258 (23, 524) 66, 030 147, 082 (149, 337)
Depr eci ati on and

anortization (263, 585) (262, 552) (255, 771) (232,712) (233, 663)
I nterest expense (84, 679) (91, 722) (102, 488) (90, 445) (71, 497)
Net (loss) incone before

extraordinary item (205, 690) (64, 684) (19, 500) 35, 313 (58, 282)

Extraordi nary gain (loss) on
early extingui shment of debt,

net of tax 12,181 (7,222) - - -
Net (loss) income (193, 509) (71, 906) (19, 500) 35, 313 (58, 282)

Per Share Data
(Loss) incone before

extraordinary item— basic and

diluted (5. 34) (1.69) (0.51) 0.92 (1.52)
Extraordinary gain (loss) on early

extingui shnment of debt - basic

and diluted 0.31 (0.19) - - -
Net (loss) incone — basic and dil uted (5.03) (1.88) (0.51)

0.92 (1.52)
Cash divi dends - - 0.30 0. 40 0. 40
Book val ue per share 12. 93 17.54 19. 53 20. 65 20. 76
Fi nanci al Position
Current assets $1, 099,588 $1,212,074 $1,197,873 $1,218,717 $1,243,110
Current liabilities 1, 090, 612 1, 184, 463 1, 130, 062 1, 153,173 1, 134, 063
Wor ki ng capital 8,976 27,611 67, 811 65, 544 109, 047
Current ratio 1.01 1.02 1.06 1.06 1.10
Expendi tures for property 219,530 246, 182 415, 842 479, 572 438, 345
Total assets 2,885,237 3,194,264 3,319,157 3,331,359 3,160,814
Current portion of

| ong-t erm debt 25, 820 526 6, 195 2,382 4,956
Current portion of

capital |ease obligations 13,787 10, 691 11, 634 11, 327 11, 483
Long-t erm debt 803, 277 779, 440 915, 321 865, 675 728, 390
Long-term portion of

capital lease obligations 83,485 93, 587 106, 797 117, 870 115, 863
Tot al debt 926, 369 884, 244 1, 039, 947 997, 254 860, 692
Debt to total capitalization 65% 57% 58% 56% 52%

Fi ve Year Summary of Sel ected Fi nancial Data — Conti nued
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Fi scal 2002 Fi scal 2001 Fi scal 2000 Fi scal 1999

Fi scal 1998
(52 Weeks)? (52 Weeks) " (52 Weeks) @ (52 Weeks) @
(52 Weeks) @@

(unaudi t ed)
(Dol lars in thousands, except per share anobunts)

Equity
St ockhol ders’ equity 498, 191 672,988 748, 811 792, 138 794, 783
Wi ght ed average shares

out st andi ng 38,494,812 38,350,616 38,347,216 38,330,379 38,273,859
Nunber of registered

st ockhol ders 5,751 6, 087 6, 281 6, 890 7,419
O her
Nurmber of enpl oyees 78,710 78, 995 83, 000 80, 900 83, 400
New st ore openi ngs 31 21 47 54 46
Nunber of stores at

year end 695 702 752 750 839
Total store area

(square feet) 26,817,650 26,664,312 27,931,729 26,904,331 28,736,319
Nunber of franchi sed

stores served at year end 65 67 68 65 55
Total franchised store

area (square feet) 2,066, 401 2,108, 969 2,021, 206 1, 908, 271 1,537, 388

Such ampbunts are conprised of the following; item(b) is net of applicable incone taxes

(a) Asset disposition initiative $ 6,394 $(193, 468) $ - $(59, 886) $(279, 415)
Gai n on proceeds frominsurance
conpany denutual i zation 1,717 60, 606 - - -
fgg 8%ger (1 osses) earnings from operations (853) 109, 338 66, 030 206, 968
I ncome (loss) from operations $ 7,258 $(23,524) $ 66, 030 $147, 082 $(149, 337)
(b) Asset disposition initiative $ 9,593 $(112, 268) $ - $(34, 836) $(166, 517)
Gain on proceeds frominsurance
conpany denutual i zati on 996 35, 151 - - -
Extraordi nary gain (loss) on early
extingui shnent of debt 12,181 (7,222) - - -

Deferred tax asset valuation allowance (133,675)
Reversal of deferred tax asset

val uation all owance - - - - 60, 300
Al'l other (losses) earnings (82, 604) 12,433 (19, 500) 70, 149 47,935
Net (loss) incone $(193, 509) $(71,906) $(19, 500) $ 35,313 $(58, 282)
(c) Fi scal 1998 includes adjustnents consisting of a $14,900 credit to self-insurance expense and a

credit of $154 to closed store subl eases. However, we are unable to determi ne the adjustnments to the
vendor al |l owance anpunts for fiscal 1998 since sufficient docunentation related to this itemis not
avail able. Wiile the adjustnents required for fiscal 1998 related to vendor allowances cannot be
determ ned with accuracy, we do not believe that the financial data presented herein is no | onger
indicative of the results for these periods

(d) Not derived fromaudited financial information

Pr esi dent and

Executive Oficers Chi ef Executive O ficer, A& U. S.
Christian W E. Haub Eric d aus

Chai rman of the Board, Presi dent and

Presi dent and Chi ef Executive Oficer Chi ef Executive Oficer, A& Canada

Brian C. Piwek
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WIlliamP. Costantini
Seni or Vice President,
CGeneral Counsel and Secretary

Mtchell P. Goldstein
Seni or Vi ce President,
Chi ef Financial Oficer

John E. Metzger
Seni or Vice President,
Chief Information Oficer

Board O Directors

Christian W E. Haub (c)(d)
Chai rman of the Board,
Presi dent and Chi ef Executive Oficer

John D. Barline, Esqg. (b)(c)
Wl liams, Kastner & G bbs LLP,
Tacoma, Washi ngton

Rosemari e Baunei ster (b)

Seni or Vice President,

Tengel mann War enhandel sgesel | schaft,
Muel hei m Ger nany

Bobbi e Gaunt (a)(b)(e)
Former President and CEQ,
Ford Motor Conpany of Canada

Hel ga Haub (c) (d)

Dan P. Kourkounelis (a)(c)(e)
Former President and CEQ,
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Quality Food Centers, Inc.

Edward Lewis (c)(d)(e)
Chai rman and Chi ef Executive Oficer,
Essence Conmuni cations Partners

Ri chard L. Nolan (a)(c)(e)

W liam Barclay Hardi ng Professor of
Managenent Technol ogy at the Harvard
Busi ness School

Maur een B. Tart-Bezer (a)(d)
Seni or Fi nanci al Advi sor,
W rel ess MWVNO Vent ur es

(a) Menmber of Audit Committee Richard L. Nol an,

Chair

(b) Member of Conpensation Committee Bobbie Gaunt,

Chai r

(c) Menmber of Executive Commttee Christian W E.

Haub, Chair

(d) Member of Finance Conmittee Edward Lewis, Chair

(e) Menmber of Governance Conmittee Dan P. Kourkounelis,
Chai r

St ockhol der I nformation

Executive O fices

Box 418
2 Paragon Drive
Montval e, NJ 07645

Tel ephone 201-573-9700

| ndependent Account ants

Pri cewat er houseCoopers LLP
400 Canpus Drive

PO Box 988

Fl orham Park, NJ 07932

St ockhol der
Publ i cati ons
St ockhol ders, security anal ysts,
menbers of the nedia and ot hers
interested in further information
about our Conpany are invited to
contact the Investor Rel ations
Hel p Line at 201-571-4537.

I nquiries and



Internet users can access
informati on on A&P at:
WMV, apt ea. com

Cor r espondence concer ni ng

st ockhol der address changes or

ot her stock account matters shoul d
be directed to our Conpany’s
Transfer Agent & Registrar
American Stock Transfer and Trust
Conpany

59 Mai den Lane

New York, NY 10038

Tel ephone 800-937-5449

www. anst ock. com

Form 10- K

Copies of Form 10-K filed with the

Securities and Exchange Comm ssion

wi ||l be provided to stockhol ders

upon witten request to the

Secretary at the Executive Ofices

in Montval e, New Jersey. © 2003 The Great Atlantic & Pacific
Tea Co., Inc. Al rights reserved.

Annual Meeting

The Annual Meeting of Stockhol ders
will be held at 9:00 a.m (EDT) on
Wednesday,

July 16, 2003 at

The Val halla | nn

1 Val halla Inn Road

Thunder Bay, Ontario, Canada

Common St ock

Common stock of our Conpany is
listed and traded on the New York
St ock Exchange under the ticker
synmbol “ GAP” and has unlisted
trading privileges on the Boston,
M dwest, Phil adel phia, G ncinnati,
and Pacific Stock Exchanges. The
stock is generally reported in
newspapers and periodical tables as
“ G AtPC” .
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