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VILLAGE SUPER MARKET, INC.
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
(in Thousands) (Unaudited)
1. BASIS OF PRESENTATION and ACCOUNTING POLICIES
In the opinion of management, the accompanying unaudited consolidated condensed
financial statements contain all adjustments (consisting of normal and recurring accruals)
necessary to present fairly the consolidated financial position as of January 25, 2014 and the
consolidated statements of operations, comprehensive income (loss) and cash flows for the
thirteen and twenty-six week periods ended January 25, 2014 and January 26, 2013 of Village
Super Market, Inc. (“Village” or the “Company”).
The significant accounting policies followed by the Company are set forth in Note 1 to
the Company's consolidated financial statements in the July 27, 2013 Village Super Market, Inc.
Annual Report on Form 10-K, which should be read in conjunction with these financial
statements. The results of operations for the periods ended January 25, 2014 are not
necessarily indicative of the results to be expected for the full year.
2. MERCHANDISE INVENTORIES

At both January 25, 2014 and July 27, 2013, approximately 65% of merchandise
inventories are valued by the LIFO method while the balance is valued by FIFO. If the FIFO
method had been used for the entire inventory, inventories would have been $14,936 and
$14,786 higher than reported at January 25, 2014 and July 27, 2013, respectively.

At both January 25, 2014 and July 27, 2013, approximately 65% of merchandise
inventories are valued by the LIFO method while the balance is valued by FIFO. If the FIFO
method had been used for the entire inventory, inventories would have been $14,936 and
$14,786 higher than reported at January 25, 2014 and July 27, 2013, respectively.
3. NET INCOME (LOSS) PER SHARE
The Company computes net income (loss) per share using the two-class method, an
earnings allocation formula that calculates basic and diluted net income (loss) per share for
each class of common stock separately based on dividends declared and participation rights in
undistributed earnings. Under the two-class method, our Class A common stock is assumed to
receive a 54% greater participation in undistributed earnings (losses) than our Class B common
stock, in accordance with the classes’ respective dividend rights.

Diluted net income per share for Class A common stock is calculated utilizing the ifconverted method, which assumes the conversion of all shares of Class B common stock to
shares of Class A common stock on a share-for-share basis, as this method is more dilutive
than the two-class method. Diluted net loss per share for Class A common stock is calculated
utilizing the two-class method and does not assume conversion of Class B common stock to
shares of Class A common stock as a result of its anti-dilutive effect. Diluted net income (loss)
per share for Class B common stock does not assume conversion of Class B common stock to
shares of Class A common stock.
The tables below reconcile the numerators and denominators of basic and diluted net
income (loss) per share for all periods presented.




Outstanding stock options to purchase Class A shares of 5 and 7 were excluded from
the calculation of diluted net income per share at January 25, 2014 and January 26, 2013,
respectively, as a result of their anti-dilutive effect. In addition, 299 non-vested restricted Class
A shares, which are considered participating securities, and their allocated net income were
excluded from the diluted net income per share calculation at both January 25, 2014 and
January 26, 2013 due to their anti-dilutive effect.

the calculation of diluted net income per share at January 25, 2014 and January 26, 2013,
respectively, as a result of their anti-dilutive effect. In addition, 299 non-vested restricted Class
A shares, which are considered participating securities, and their allocated net income were
excluded from the diluted net income per share calculation at both January 25, 2014 and
January 26, 2013 due to their anti-dilutive effect.
As a result of the net loss in the six-month period ended January 25, 2014, all
outstanding stock options and restricted Class A shares were excluded from the diluted net loss
per share calculation for the six-month period ended January 25, 2014 due to their anti-dilutive
effect.
4. PENSION PLANS

The Company sponsors four defined benefit pension plans. Net periodic pension costs
for the four plans includes the following components:

As of January 25, 2014, the Company has contributed $128 to its pension plans in fiscal
2014. The Company expects to contribute approximately $3,000 during fiscal 2014 to fund its
pension plans.
5. INCOME TAXES


In prior years, the state of New Jersey issued two separate tax assessments related to
nexus beginning in fiscal 2000 and the deductibility of certain payments between subsidiaries
beginning in fiscal 2002. Village contested both of these assessments through the state’s
conference and appeals process and was subsequently denied. The Company then filed two
complaints in Tax Court against the New Jersey Division of Taxation contesting these
assessments and a trial limited to the nexus dispute was conducted in June 2013. On October
23, 2013, the Tax Court issued their opinion on the matter in favor of the New Jersey Division of
Taxation.
The Company is currently in the process of appealing the court’s decision. No
payments with respect to these matters are required until the dispute is definitively resolved.
The Company recorded a $10,052 charge to income tax expense in the fiscal quarter
ended October 26, 2013, which includes a $4,933 (net of federal benefit of $2,656) increase in
unrecognized tax benefits and $5,119 (net of federal benefit of $2,078) of related interest and
penalties for tax positions taken in prior years. This charge increased our accrued tax liability to
reflect the estimated total tax due if the Company is unable to overturn the Court’s decision
upon appeal.
A reconciliation of the beginning and ending amount of gross unrecognized tax benefits
is as follows:

Unrecognized tax benefits at January 25, 2014 and July 27, 2013 include tax positions of
$17,061 and $11,466 (net of federal benefit), respectively, that would reduce the Company’s
effective income tax rate, if recognized in future periods.
The Company recognizes interest and penalties on income taxes in income tax expense.
The Company recognized $586 and $8,973 related to interest and penalties on income taxes in
the fiscal quarter and six-month period ended January 25, 2014, respectively. The amount of
accrued interest and penalties included in the consolidated balance sheet was $14,793 and
$5,820 at January 25, 2014 and July 27, 2013, respectively.

The Company recognizes interest and penalties on income taxes in income tax expense.
The Company recognized $586 and $8,973 related to interest and penalties on income taxes in
the fiscal quarter and six-month period ended January 25, 2014, respectively. The amount of
accrued interest and penalties included in the consolidated balance sheet was $14,793 and
$5,820 at January 25, 2014 and July 27, 2013, respectively.
6. LEASE OBLIGATIONS ON CLOSED STORES
On November 6, 2013, the Company closed the Morris Plains, New Jersey store and
opened a 77,000 sq. ft. replacement store in Hanover Township, New Jersey. The Company
recorded a $3,481 charge to Operating and administrative expense in the fiscal quarter ended
January 25, 2014 for the remaining lease obligations, net of estimated sublease rentals, on the
Morris Plains store. As of January 25, 2014, $237 of these costs has been paid, with a
remaining liability of $3,244.
The Company is also constructing another replacement store expected to open in late
fiscal 2014, for which we will have additional lease obligations remaining on the existing store of
approximately $800 at the expected closing date. We will record a charge to Operating and
administrative expense for the remaining lease obligations, net of estimated sublease income, in
the fiscal quarter in which we cease using the existing store.

7. COMMITMENTS and CONTINGENCIES

Superstorm Sandy devastated our area on October 29, 2012 and resulted in the closure
of almost all of our stores for periods of time ranging from a few hours to eight days. Village
disposed of substantial amounts of perishable product and also incurred repair, labor and other
costs as a result of the storm. The Company has property, casualty and business interruption
insurance, subject to deductibles and coverage limits. During the second quarter of fiscal 2013,
Wakefern began the process of working with our insurers to recover the damages and Village
has recorded estimated insurance recoveries. In October 2013, Wakefern, as the policy holder,
filed suit against the carrier seeking payment of claims due for all Wakefern members. Final
resolution of our insurance claim related to the storm could have a material impact on our
results of operations.
The Company is involved in other litigation incidental to the normal course of
business. Excluding the tax litigation with the State of New Jersey as described in Note 5,
Company management is of the opinion that the ultimate resolution of these legal proceedings
should not have a material adverse effect on the consolidated financial position, results of
operations or liquidity of the Company.
8. SUBSEQUENT EVENTS
At January 25, 2014, the Company had a $23,219 note receivable due from Wakefern
earning a fixed rate of 7%. Wakefern prepaid the note on February 15, 2014. The Company
invested the proceeds received and additional funds previously invested in demand deposits at
Wakefern in variable rate notes receivable from Wakefern of $40,000 on February 15, 2014.
Half of these notes earn interest at the prime rate plus .25% and mature in 3.5 years and half
earn interest at the prime rate plus 1.25% and mature in 5 years. Wakefern has the right to
prepay these notes at any time. Under certain conditions, the Company can require Wakefern to
prepay the notes. However, interest earned since inception would be reduced as if it was
earned based on overnight money market rates as paid by Wakefern on demand deposits.
ITEM 2.
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS_____________________
(Dollars in Thousands)
OVERVIEW

The Company operates a chain of 29 ShopRite supermarkets in New Jersey, Maryland

OVERVIEW

The Company operates a chain of 29 ShopRite supermarkets in New Jersey, Maryland
and northeastern Pennsylvania. Village is the second largest member of Wakefern Food
Corporation (“Wakefern”), the nation’s largest retailer-owned food cooperative and owner of the
ShopRite name. As further described in the Company’s Form 10-K, this ownership interest in
Wakefern provides the Company many of the economies of scale in purchasing, distribution,
advanced retail technology, marketing and advertising associated with larger chains. Village
opened a 77,000 sq. ft. replacement store in Hanover Township, New Jersey on November 6,
2013 that serves the greater Morristown area and replaced the Morris Plains store. The greater
Morristown store builds on the Village Food Garden concept introduced last year in our
remodeled Livingston store. Village Food Garden features a restaurant style kitchen, and
several kiosks offering a wide variety of store prepared specialty foods for both take-home and
in-store dining.
The Company’s stores, six of which are owned, average 58,000 total square feet. Larger
store sizes enable the Company to offer the specialty departments that customers desire for
one-stop shopping, including pharmacies, natural and organic departments, ethnic and
international foods, and home meal replacement.


The supermarket industry is highly competitive. The Company competes directly with
multiple retail formats, including national, regional and local supermarket chains as well as
warehouse clubs, supercenters, drug stores, discount general merchandise stores, fast food
chains, restaurants, dollar stores and convenience stores. Village competes by using low
pricing, superior customer service, and a broad range of consistently available quality products,
including ShopRite private labeled products. The ShopRite Price Plus card also strengthens
customer loyalty.
We consider a variety of indicators to evaluate our performance, such as same store
sales; percentage of total sales by department (mix); shrink; departmental gross profit
percentage; sales per labor hour; and hourly labor rates.

RESULTS OF OPERATIONS
The following table sets forth the major components of the Consolidated Condensed
Statements of Operations as a percentage of sales:

Sales. Sales were $392,241 in the second quarter of fiscal 2014, an increase of 2.6%
compared to the second quarter of the prior year. Sales increased due to the opening of the
greater Morristown replacement store on November 6, 2013. Same store sales were flat. Sales
increased in both Maryland stores and in stores that were closed for periods up to eight days in
the second quarter of the prior year due to superstorm Sandy. These increases were offset by
decreased sales due to three store openings by competitors and reduced sales in stores that
reopened quickly after Sandy in the prior year. Sales were also negatively impacted by a lack of
inflation, reductions in overall SNAP benefits and the prior year including disaster SNAP benefits
following Sandy.
Sales continue to be impacted by economic weakness and high
unemployment, as consumers continue to spend cautiously by trading down to lower priced
items, including private label, and concentrating their buying on sale items. The Company

reopened quickly after Sandy in the prior year. Sales were also negatively impacted by a lack of
inflation, reductions in overall SNAP benefits and the prior year including disaster SNAP benefits
following Sandy.
Sales continue to be impacted by economic weakness and high
unemployment, as consumers continue to spend cautiously by trading down to lower priced
items, including private label, and concentrating their buying on sale items. The Company
expects same store sales in fiscal 2014 to range from a decrease of .5% to an increase of 1.0%.
New stores and replacement stores are included in same store sales in the quarter after the
store has been in operation for four full quarters. Store renovations are included in same store
sales immediately.
Sales were $749,287 in the six-month period of fiscal 2014, an increase of 1.2% from
the prior year. Sales increased due to the opening of the greater Morristown replacement store
on November 6, 2013. Same store sales decreased 0.2% due to three store openings by
competitors, very high sales in the prior year as customers prepared for Sandy and reduced
sales in stores that reopened quickly after the storm. These decreases were partially offset by
increased sales in the Maryland stores and in stores that were closed for periods up to eight
days in the prior year due to Sandy.
Gross Profit. Gross profit as a percentage of sales decreased .07% in the second
quarter of fiscal 2014 compared to the second quarter of the prior year due to decreased
departmental gross margin percentages (.30%) and higher promotional spending (.07%). Gross
margins declined in several departments primarily due to investments in lower prices to combat
nontraditional competitors. These decreases were partially offset by improved product mix
(.10%) and higher patronage dividends (.19%). Gross profit was favorably impacted by receipt
of patronage dividends from Wakefern greater than estimated amounts accrued in both the
second quarter of fiscal 2014 (.35%) and fiscal 2013 (.23%).
Gross profit as a percentage of sales decreased .25% in the six-month period of fiscal
2014 compared to the corresponding period of the prior year primarily due to decreased
departmental gross margin percentages (.51%). These decreases were partially offset by
improved product mix (.11%) and higher patronage dividends (.12%).
Operating and Administrative Expense. Operating and administrative expense as a
percentage of sales increased 2.16% in the second quarter of fiscal 2014 compared to the
second quarter of the prior year due primarily to a charge for future lease obligations resulting
from the closure of the Morris Plains store (.89%), higher payroll (.46%), healthcare (.17%), and
snow removal costs (.09%), increased legal and consulting fees (.23%) and pre-opening costs
for the greater Morristown replacement store (.16%). Payroll costs increased due to efforts to
enhance the customer experience and provide additional services, including the addition and
expansion of ShopRite from Home in several of our stores and our Village Food Garden at both
the greater Morristown replacement store and the remodeled Livingston store.
These
increases were partially offset by a reduction in non-union pension expense (.13%). In addition,
the second quarter of the prior year included insurance recoveries (.08%).
Operating and administrative expense as a percentage of sales increased 1.43% in the
six-month period of fiscal 2014 compared to the six-month period of the prior year primarily due
a charge for future lease obligations resulting from the closure of the Morris Plains store (.46%),
higher payroll (.34%) and healthcare costs (.20%), increased legal and consulting fees (.17%)
and pre-opening costs for the greater Morristown replacement store (.13%). These increases
were partially offset by a reduction in non-union pension expense (.13%). In addition, the prior
fiscal year included a charge from the settlement of a dispute with a landlord (.09%) and income
from settlement of the national credit card lawsuit (.16%).
Depreciation and Amortization. Depreciation and amortization expense increased in the
second quarter and six-month period of fiscal 2014 compared to the corresponding periods of
the prior year due to depreciation related to fixed asset additions.
Income from Partnerships. Income from partnerships in the second quarter and sixmonth periods of fiscal 2013 of $1,450 are distributions received from two partnerships that
exceeded the invested amounts. The Company’s partnership interests resulted from its leasing
of supermarkets in two shopping centers. The Company remains a tenant in one of these
shopping centers.
Interest Expense. Interest expense increased in the second quarter of fiscal 2014 and
decreased in the six-month period of fiscal 2014 compared to the corresponding periods of the
prior year due to changes in the amount of interest costs capitalized.
Interest Income. Interest income decreased slightly in the second quarter and six-month
periods of fiscal 2014 compared to the corresponding periods of the prior year due to lower

decreased in the six-month period of fiscal 2014 compared to the corresponding periods of the
prior year due to changes in the amount of interest costs capitalized.
Interest Income. Interest income decreased slightly in the second quarter and six-month
periods of fiscal 2014 compared to the corresponding periods of the prior year due to lower
amounts invested.
Income Taxes. The effective income tax rate was 48.7% in the second quarter of fiscal
2014 compared to 42.1% in the second quarter of the prior year. The increase in the effective
tax rate is due to the impact of the unfavorable ruling by the New Jersey Tax Court, which
increased accrued interest and penalties in the current quarter.
As described in note 5 to the consolidated condensed financial statements, income
taxes in the six-month period of fiscal 2014 includes a $10,052 charge related to tax positions
taken in prior years as a result of the unfavorable ruling by the New Jersey Tax Court.
Excluding this charge, the effective income tax rate was 48.4% in the six-month period of fiscal
2014 compared to 42.0% in the six-month period of the prior year. The increase in the effective
tax rate is due to the impact of the New Jersey Tax Court decision, which increased accrued
interest and penalties in the current year.
Net Income (Loss). Net income was $2,818 in the second quarter of fiscal 2014
compared to $9,104 in the second quarter of the prior year. The second quarter of fiscal 2014
includes a charge for future lease obligations due to the closure of the Morris Plains store of
$2,012 (net of tax) and the second quarter of the prior year includes income from a partnership
distribution of $840 (net of tax). Excluding these two items, net income decreased 42% in the
second quarter of fiscal 2014 compared to the prior year primarily due to flat same store sales,
higher operating expenses as a percentage of sales and an increase in the income tax rate as a
result of the New Jersey Tax Court decision.
The Company recorded a net loss of $4,012 in the six-month period of fiscal 2014 as
compared to net income of $14,959 in the six-month period of the prior year. Fiscal 2014
includes a $10,052 charge to income tax expense as a result of the unfavorable ruling by the
New Jersey Tax Court and a charge for future lease obligations due to the closure of the Morris
Plains store of $2,012 (net of tax), while fiscal 2013 includes income from the national credit
card lawsuit of $693 (net of tax), income from a partnership distribution of $840 (net of tax) and
a charge for the settlement of a landlord dispute of $376 (net of tax). Excluding these items
from both fiscal years, net income in the six-month period of fiscal 2014 declined 42% compared
to the prior year primarily due to flat same store sales, lower gross profit percentages, higher
operating expenses as a percentage of sales and an increase in the income tax rate as a result
of the New Jersey Tax Court decision.
CRITICAL ACCOUNTING POLICIES

Critical accounting policies are those accounting policies that management believes are
important to the portrayal of the Company’s financial condition and results of operations. These
policies require management’s most difficult, subjective or complex judgments, often as a result
of the need to make estimates about the effect of matters that are inherently uncertain. The
Company’s critical accounting policies relating to the impairment of long-lived assets and
goodwill, accounting for patronage dividends earned as a stockholder of Wakefern, accounting
for pension plans, accounting for share-based compensation, and accounting for uncertain tax
positions, are described in the Company’s Annual Report on Form 10-K for the year ended July
27, 2013. As of January 25, 2014, there have been no changes to any of the critical accounting
policies contained therein.
The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.
LIQUIDITY AND CAPITAL RESOURCES

Net cash provided by operating activities was $31,088 in the six-month period of fiscal
2014 compared to $30,756 in the corresponding period of the prior year. The slight increase is
due to increases in payables and other liabilities offset by a decrease in net income and a larger
increase in merchandise inventories compared to the prior fiscal year. During the first six-

Net cash provided by operating activities was $31,088 in the six-month period of fiscal
2014 compared to $30,756 in the corresponding period of the prior year. The slight increase is
due to increases in payables and other liabilities offset by a decrease in net income and a larger
increase in merchandise inventories compared to the prior fiscal year. During the first sixmonths of fiscal 2014, Village used cash to fund capital expenditures of $29,238 and dividends
of $6,164. Capital expenditures include the construction of two replacement stores.
Village has budgeted approximately $45,000 for capital expenditures in fiscal 2014.
Planned expenditures include the construction of two replacement stores, one of which began in
fiscal 2013. The Company’s primary sources of liquidity in fiscal 2014 are expected to be cash
and cash equivalents on hand at January 25, 2014 and operating cash flow generated in fiscal
2014.
Working capital was $71,224 at January 25, 2014 compared to $94,299 at July 27, 2013.
The working capital ratio was 1.5 to 1 at January 25, 2014 compared to 1.8 to 1 at July 27,
2013. The Company’s working capital needs are reduced, since inventories are generally sold
by the time payments to Wakefern and other suppliers are due.
There have been no substantial changes as of January 25, 2014 to the contractual
obligations and commitments discussed in the Company’s Annual Report on Form 10-K for the
year ended July 27, 2013, except for an additional $657 required investment in Wakefern stock
and the additional unrecognized tax benefits as a result of the unfavorable ruling by the New
Jersey Tax Court.
OUTLOOK

This Form 10-Q contains certain forward-looking statements about Village’s future
performance. These statements are based on management’s assumptions and beliefs in light of
information currently available. Such statements relate to, for example: economic conditions;
uninsured losses; expected pension plan contributions; projected capital expenditures; cash
flow requirements; inflation expectations; and legal matters; and are indicated by words such as
“will,” “expect,” “should,” “intend,” “anticipates,” “believes” and similar words or phrases. The
Company cautions the reader that there is no assurance that actual results or business
conditions will not differ materially from the results expressed, suggested or implied by such
forward-looking statements. The Company undertakes no obligation to update forward-looking
statements to reflect developments or information obtained after the date hereof.
•
•

•
•
•
•
•

•

•

We expect same store sales to range from a decrease of .5% to an increase of 1.0% in
fiscal 2014.
During the last few years, the supermarket industry was impacted by changing
consumer behavior due to the weak economy and high unemployment. Consumers
continue to spend cautiously by trading down to lower priced items, including private
label, and concentrating their buying on sale items. Management expects these trends
to continue in fiscal 2014.
We expect slight retail price inflation in fiscal 2014.
Several stores will be negatively impacted by the reduction in SNAP benefits that began
on November 1, 2013.
We have budgeted $45,000 for capital expenditures in fiscal 2014. This amount includes
the construction of two replacement stores, one of which began in fiscal 2013.
The Board’s current intention is to continue to pay quarterly dividends in 2014 at the
most recent rate of $.25 per Class A and $.1625 per Class B share.
We believe cash flow from operations and other sources of liquidity will be adequate to
meet anticipated requirements for working capital, capital expenditures and debt
payments for the foreseeable future.
We expect our effective income tax rate in fiscal 2014 to be 46.5% - 47.5%. Excluding
interest and penalties related to unrecognized tax benefits, we expect our effective
income tax rate in fiscal 2014 to be 41.5% - 42.5%.
We expect operating expenses will be affected by increased costs in certain areas, such
as medical and pension costs.

Various uncertainties and other factors could cause actual results to differ from the
forward-looking statements contained in this report. These include:
•

The supermarket business is highly competitive and characterized by narrow profit

Various uncertainties and other factors could cause actual results to differ from the
forward-looking statements contained in this report. These include:
•

•

•

•

•

•

•

•

•

The supermarket business is highly competitive and characterized by narrow profit
margins. Results of operations may be materially adversely impacted by competitive
pricing and promotional programs, industry consolidation and competitor store openings.
Village competes with national and regional supermarkets, local supermarkets,
warehouse club stores, supercenters, drug stores, convenience stores, dollar stores,
discount merchandisers, restaurants and other local retailers. Some of these competitors
have greater financial resources, lower merchandise acquisition costs and lower
operating expenses than we do.
The Company’s stores are concentrated in New Jersey, with one store in northeastern
Pennsylvania and two in Maryland. We are vulnerable to economic downturns in New
Jersey in addition to those that may affect the country as a whole. Economic conditions
such as inflation, deflation, and fluctuations in interest rates, energy costs and
unemployment rates may adversely affect our sales and profits.
Village acquired two stores in July 2011 in Maryland, a new market for Village where the
ShopRite name is less known than in New Jersey. Maryland stores sales, marketing
costs and operating performance remain worse than expected as we continue to build
market share and brand awareness. If these trends continue, the Company’s results of
operations could be materially impacted.
Village purchases substantially all of its merchandise from Wakefern. In addition,
Wakefern provides the Company with support services in numerous areas including
supplies, advertising, liability and property insurance, technology support and other store
services. Further, Village receives patronage dividends and other product incentives
from Wakefern. Any material change in Wakefern’s method of operation or a termination
or material modification of Village’s relationship with Wakefern could have an adverse
impact on the conduct of the Company’s business and could involve additional expense
for Village. The failure of any Wakefern member to fulfill its obligations to Wakefern or a
member’s insolvency or withdrawal from Wakefern could result in increased costs to the
Company. Additionally, an adverse change in Wakefern’s results of operations could
have an adverse effect on Village’s results of operations.
Approximately 91% of our employees are covered by collective bargaining agreements.
Any work stoppages could have an adverse impact on our financial results. If we are
unable to control health care and pension costs provided for in the collective bargaining
agreements, we may experience increased operating costs.
Village could be adversely affected if consumers lose confidence in the safety and
quality of the food supply chain. The real or perceived sale of contaminated food
products by us could result in a loss of consumer confidence and product liability claims,
which could have a material adverse effect on our sales and operations.
The Company is constructing a replacement store expected to open in late fiscal 2014,
for which we will have lease obligations remaining on the existing store of approximately
$800 at the expected closing date. We will record a charge to operating and
administrative expense for the remaining lease obligations, net of estimated sublease
income, in the fiscal quarter in which we cease using the existing store.
Certain of the multi-employer plans to which we contribute are underfunded. As a result,
we expect that contributions to these plans may increase. Additionally, the benefit levels
and related items will be issues in the negotiation of our collective bargaining
agreements. Under current law, an employer that withdraws or partially withdraws from a
multi-employer pension plan may incur a withdrawal liability to the plan, which
represents the portion of the plan’s underfunding that is allocable to the withdrawing
employer under very complex actuarial and allocation rules. The failure of a withdrawing
employer to fund these obligations can impact remaining employers. The amount of any
increase or decrease in our required contributions to these multi-employer pension plans
will depend upon the outcome of collective bargaining, actions taken by trustees who
manage the plans, government regulations and the actual return on assets held in the
plans, among other factors.
We provide health benefits to a large number of our employees, primarily through multiemployer health plans. Effective January 1, 2015, the Patient Protection and Affordable
Care Act will impose new mandates on employers that could significantly increase the
number of employees receiving benefits and our required contributions to these multiemployer health plans. We are not able at this time to determine the impact of the law,
as it will depend on many factors, including finalization of rules implementing the law, the
number of additional employees that we will be required to provide health benefits, and
negotiation of collective bargaining agreements, which could be material to our results of
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number of employees receiving benefits and our required contributions to these multiemployer health plans. We are not able at this time to determine the impact of the law,
as it will depend on many factors, including finalization of rules implementing the law, the
number of additional employees that we will be required to provide health benefits, and
negotiation of collective bargaining agreements, which could be material to our results of
operations.
Our long-lived assets, primarily stores, are subject to periodic testing for impairment.
Failure of our asset groups to achieve sufficient levels of cash flow could result in
impairment charges on long-lived assets.
Our effective tax rate may be impacted by the results of tax examinations and changes
in tax laws, including the disputes with the state of New Jersey described in note 5 of the
consolidated condensed financial statements.

•

RELATED PARTY TRANSACTIONS
A description of the Company’s transactions with Wakefern, its principal supplier, and
with other related parties is included in the Company’s Annual Report on Form 10-K for the year
ended July 27, 2013. There have been no significant changes in the Company’s relationship or
nature of transactions with related parties during the first six months of fiscal 2014 except for an
additional required investment in Wakefern common stock of $657 and the investment in notes
receivable described in note 8 to the consolidated condensed financial statements.
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
At January 25, 2014, the Company had demand deposits of $80,800 at Wakefern
earning interest at overnight money market rates, which are exposed to the impact of interest
rate changes.
At January 25, 2014, the Company had a $23,219 note receivable due from Wakefern
earning a fixed rate of 7%. Wakefern prepaid the note on February 15, 2014. The Company
invested the proceeds received and additional funds previously invested in demand deposits at
Wakefern in variable rate notes receivable from Wakefern of $40,000 on February 15, 2014.
Half of these notes earn interest at the prime rate plus .25% and mature in 3.5 years and half
earn interest at the prime rate plus 1.25% and mature in 5 years. Wakefern has the right to
prepay these notes at any time. Under certain conditions, the Company can require Wakefern to
prepay the notes. However, interest earned since inception would be reduced as if it was
earned based on overnight money market rates as paid by Wakefern on demand deposits.
ITEM 4. CONTROLS AND PROCEDURES
As required by Rule 13a-15 under the Exchange Act, the Company carried out an
evaluation of the effectiveness of the design and operation of the Company’s disclosure controls
and procedures at the end of the period. This evaluation was carried out under the supervision,
and with the participation, of the Company’s management, including the Company’s Chief
Executive Officer along with the Company’s Chief Financial Officer. Based upon that evaluation,
the Company’s Chief Executive Officer, along with the Company’s Chief Financial Officer,
concluded that the Company’s disclosure controls and procedures are effective.

Disclosure controls and procedures are controls and other procedures that are designed
to ensure that information required to be disclosed in Company reports filed or submitted under
the Exchange Act is recorded, processed, summarized and reported, within the time periods
specified in the Securities and Exchange Commission’s rules and forms. Disclosure controls
and procedures include, without limitation, controls and procedures designed to ensure that
information required to be disclosed in Company reports filed under the Exchange Act is
accumulated and communicated to management, including the Company’s Chief Executive
Officer and Chief Financial Officer as appropriate, to allow timely decisions regarding required
disclosure.
There have been no significant changes in internal controls over financial reporting
during the second quarter of fiscal 2014.
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Exhibit 99.1
VILLAGE SUPER MARKET, INC.
REPORTS RESULTS FOR THE SECOND QUARTER ENDED
JANUARY 25, 2014

Contact:

Kevin Begley, CFO
(973) 467-2200, Ext. 220
kevin.begley@wakefern.com

Springfield, New Jersey – March 4, 2014 – Village Super Market, Inc. (NSD-VLGEA) today
reported its results of operations for the second quarter ended January 25, 2014.
Net income was $2,818,000 in the second quarter of fiscal 2014 compared to net income of
$9,104,000 in the second quarter of the prior year. The second quarter of fiscal 2014 includes a charge
for future lease obligations due to the closure of the Morris Plains store of $2,012,000 (net of tax), while
the second quarter of the prior year includes income from a partnership distribution of $840,000 (net of
tax). Excluding these two items, net income decreased 42% in the second quarter of fiscal 2014
compared to the prior year primarily due to flat same store sales, higher operating expenses as a

$9,104,000 in the second quarter of the prior year. The second quarter of fiscal 2014 includes a charge
for future lease obligations due to the closure of the Morris Plains store of $2,012,000 (net of tax), while
the second quarter of the prior year includes income from a partnership distribution of $840,000 (net of
tax). Excluding these two items, net income decreased 42% in the second quarter of fiscal 2014
compared to the prior year primarily due to flat same store sales, higher operating expenses as a
percentage of sales and an increase in the income tax rate as a result of an unfavorable New Jersey Tax
Court decision related to nexus that occurred in the first quarter of fiscal 2014.
Sales were $392,241,000 in the second quarter of fiscal 2014, an increase of 2.6% compared to
the second quarter of the prior year. Sales increased due to the opening of a replacement store in
Hanover Township, New Jersey on November 6, 2013 that serves the greater Morristown area and
replaced the Morris Plains store. Same store sales were flat. Sales increased in both Maryland stores
and in stores that were closed for periods up to eight days in the second quarter of the prior year due to
superstorm Sandy. These increases were offset by decreased sales due to three store openings by
competitors and reduced sales in stores that reopened quickly after Sandy in the prior year. Sales were
also negatively impacted by a lack of inflation, reductions in overall SNAP benefits and the prior year
including disaster SNAP benefits following Sandy. Sales continue to be impacted by economic weakness
and high unemployment, as consumers continue to spend cautiously by trading down to lower priced
items, including private label, and concentrating their buying on sale items. The Company expects same
store sales in fiscal 2014 to range from a decrease of .5% to an increase of 1.0%.
Gross profit as a percentage of sales decreased to 26.86% in the second quarter of fiscal 2014
compared to 26.93% the second quarter of the prior year due to decreased departmental gross margin
percentages and higher promotional spending. Gross margins declined in several departments primarily
due to investments in lower prices to combat nontraditional competitors. These decreases were partially
offset by improved product mix and higher patronage dividends.
Operating and administrative expense as a percentage of sales increased to 23.99% in the second
quarter of fiscal 2014 compared to 21.83% in the second quarter of the prior year due to a charge for
future lease obligations resulting from the closure of the Morris Plains store, higher payroll, healthcare
and snow removal costs, increased legal and consulting fees and pre-opening costs for the greater
Morristown replacement store. Payroll costs increased due to efforts to enhance the customer
experience and provide additional services, including the addition and expansion of ShopRite from Home
in several of our stores and our Village Food Garden at both the greater Morristown replacement store
and the remodeled Livingston store. These increases were partially offset by a reduction in non-union
pension expense. In addition, the second quarter of the prior year included insurance recoveries.
Net loss was $4,012,000 in the six-month period of fiscal 2014 compared to net income of
$14,959,000 in the prior year. Fiscal 2014 includes a $10,052,000 charge to income tax expense as a
result of the unfavorable ruling by the New Jersey Tax Court and a charge for future lease obligations due
to the closure of the Morris Plains store of $2,012,000 (net of tax), while fiscal 2013 includes income from
the national credit card lawsuit of $693,000 (net of tax), income from a partnership distribution of
$840,000 (net of tax) and a charge for the settlement of a landlord dispute of $376,000 (net of tax).
Excluding these items from both fiscal years, net income in the six-month period of fiscal 2014 declined
42% compared to the prior year primarily due to flat same store sales, lower gross profit percentages,
higher operating expenses as a percentage of sales and an increase in the income tax rate as a result of
the New Jersey Tax Court decision. Sales were $749,287,000 in the six-month period of fiscal 2014, an
increase of 1.2% from the prior year. Same store sales decreased .2%.

Village Super Market operates a chain of 29 supermarkets under the ShopRite name in New
Jersey, Maryland and eastern Pennsylvania.
All statements, other than statements of historical fact, included in this Press Release are or may
be considered forward-looking statements within the meaning of federal securities law. The Company
cautions the reader that there is no assurance that actual results or business conditions will not differ
materially from future results, whether expressed, suggested or implied by such forward-looking
statements. The Company undertakes no obligation to update forward-looking statements to reflect
developments or information obtained after the date hereof. The following are among the principal factors
that could cause actual results to differ from the forward-looking statements: local economic conditions;
uninsured losses; competitive pressures from the Company’s operating environment; the ability of the
Company to maintain and improve its sales and margins; the ability to attract and retain qualified
associates; the availability of new store locations; the availability of capital; the liquidity of the Company;
the success of operating initiatives; consumer spending patterns; the impact of higher energy prices;
increased cost of goods sold, including increased costs from the Company’s principal supplier, Wakefern;
the results of litigation; the results of tax examinations; the results of union contract negotiations;
competitive store openings and closings; the rate of return on pension assets; the success of establishing
ShopRite’s presence in the Maryland market; and other factors detailed herein and in the Company’s
filings with the SEC.
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I, James Sumas, certify that:


1.

I have reviewed this quarterly report on Form 10-Q of Village Super Market, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material
fact or omit to state a material fact necessary to make the statements made, in light of


1.

I have reviewed this quarterly report on Form 10-Q of Village Super Market, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material
fact or omit to state a material fact necessary to make the statements made, in light of
the circumstances under which such statements were made, not misleading with respect
to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information
included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods
presented in this report.

4.

The registrant’s other certifying officer and I are responsible for establishing and
maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a)

Designed such disclosure controls and procedures, or caused such disclosure
controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its
consolidated subsidiaries is made
known to us by others within those
entities, particularly during the period in which
this report is being prepared;
b)

Designed such internal control over financial reporting, or caused such internal
control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

c)

Evaluated the effectiveness of the registrant’s disclosure controls and
procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of
t he period covered by this
report based on such evaluation; and
d)

5.

Disclosed in this report any change in the registrant’s internal control over
financial reporting that occurred during the registrant’s most recent fiscal quarter
(the registrants fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent
evaluation of internal control over financial reporting, to the registrant’s auditors and the
audit committee of registrant’s board of directors (or persons performing the equivalent
function):
a)

All significant deficiencies and material weaknesses in the design or operation of
i nternal controls over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial
i nformation; and

b)

Any fraud, whether or not material, that involves management or other

employees who have a significant role in the registrant’s internal control over financial
reporting.
Date: March 4, 2014 



/s/ James Sumas
James Sumas



Chief Executive Officer

Exhibit 31.2
I, Kevin Begley, certify that:
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I have reviewed this quarterly report on Form 10-Q of Village Super Market, Inc.;
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I, Kevin Begley, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Village Super Market, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material
fact or omit to state a material fact necessary to make the statements made, in light of
the circumstances under which such statements were made, not misleading with respect
to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information
included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods
presented in this report.

4.

The registrant’s other certifying officer and I are responsible for establishing and
maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
a)

Designed such disclosure controls and procedures, or caused such disclosure
controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its
consolidated subsidiaries is made
known to us by others within those
entities, particularly during the period in which
this report is being prepared;
b)

Designed such internal control over financial reporting, or caused such internal
control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with
generally accepted accounting principles;

c)

Evaluated the effectiveness of the registrant’s disclosure controls and
procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of
t he period covered by this
report based on such evaluation; and

d)

Disclosed in this report any change in the registrant’s internal control over

financial reporting that occurred during the registrant’s most recent fiscal quarter
( the registrants fourth fiscal quarter in the case of an annual report) that has
materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and
5.

The registrant’s other certifying officer and I have disclosed, based on our most recent
evaluation of internal control over financial reporting, to the registrant’s auditors and the
audit committee of registrant’s board of directors (or persons performing the equivalent
function):
a)

All significant deficiencies and material weaknesses in the design or operation of
i nternal controls over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial
i nformation; and

b)

Any fraud, whether or not material, that involves management or other

employees who have a significant role in the registrant’s internal control over financial
reporting.
Date: March 4, 2014

/s/ Kevin Begley________
Begley
 hief Financial Officer &
C



Kevin

Date: March 4, 2014

/s/ Kevin Begley________


Kevin

Begley
Chief Financial Officer &
Principal Accounting Officer

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Village Super Market, Inc. (the “Company”) on
Form 10-Q for the period ended January 25, 2014 as filed with the Securities and Exchange
Commission on the date hereof (the “Report”), I, James Sumas, certify, pursuant to 18 U.S.C.
§1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that:
1.
The Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and
2.
The information contained in the Report fairly presents, in all material respects,
the financial condition and results of operations of the Company.

/s/ James Sumas____
James Sumas
Chief Executive Officer
March 4, 2014

Exhibit 32.2

Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Village Super Market, Inc. (the “Company”) on
Form 10-Q for the period ended January 25, 2014 as filed with the Securities and Exchange
Commission on the date hereof (the “Report”), I, Kevin Begley certify, pursuant to 18 U.S.C.
§1350, as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that:
1.
The Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and
2.
The information contained in the Report fairly presents, in all material respects,
the financial condition and results of operations of the Company.



/s/ Kevin Begley___
Kevin Begley
Chief Financial Officer &
Principal Accounting Officer
March 4, 2014
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