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REPORT OF THE BOARD OF DIRECTORS OF DELHAIZE BROTHERS 
AND Co. “THE LION” (DELHAIZE GROUP) ON FISCAL YEAR 2004 
 
Following the Belgian Company Code and the Company’s Articles of Association, please find below the 
report on the activities of Delhaize Group SA (the “Company”) for the year ended December 31, 2004. The 
financial statements are added in appendix to this report. 
 
A. COMMENTS ON THE ANNUAL FINANCIAL STATEMENTS 
 
A.1. COMMENTS ON THE BALANCE SHEET 

 
Establishment costs have increased by EUR 4.6 million mainly as a result of issuing a convertible bond. 
 
Intangible and tangible fixed assets: 
The increase in intangible fixed assets is mainly due to investments in software and the acquisition of the 
business of NV Supermarkt De Wolf.  
The increase in tangible fixed assets is mainly due to investments in store remodelings during the fiscal 
year as well as the construction of a new distribution center for fresh products in Zellik, partly 
compensated by depreciation charges.  
 
Financial fixed assets: 
The decrease in financial fixed assets is mainly due the combination of: 
• a decrease due to the dissolution and subsequent liquidation of its subsidiary NV Supermarkt De 

Wolf; and 
• an increase due to the acquisition of all shares of NV Distra and NV Warenhuizen Troukens Peeters. 
During the year, the Company also recorded write-downs on several of its financial investments, mainly 
Delhome SA. Based on a review of these investments’ expected returns, the Company has recorded an 
exceptional charge amounting to EUR 1.5 million. 
 
Inventories: 
The inventories decreased mainly due to a reduction of prepayments. 
 
Short-term receivables: 
The increase in trade receivables is primarily due to the reinforcement of the Company’s wholesale 
activities and higher supplier discounts than in the previous year. 
The increase in other receivables is mainly due to the dividends declared by Delhaize America and 
Delhaize The Lion America.  
 
Capital and reserves: 
The increase in share capital and share premium is the result of the exercises in 2004 of warrants granted 
to the Group’s management. 
 
Financial liabilities: 
The increase in financial liabilities is mainly due to the issuance of a convertible bond in 2004.  
However, the increase in long-term financial liabilities is partly offset by a decrease in other financial 
liabilities due within one year. 
 
Trade creditors: 
The increase in trade creditors is related to the increase of the Company’s retail and wholesale activities. 
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A.2. COMMENTS ON THE INCOME STATEMENT 
 
Total sales increased by 5.4% from EUR 3,661.6 million in 2003 to EUR 3,857.6 million in 2004, due to 
the sales network extension with five company-operated stores (three supermarkets and two City stores 
were added) to a total of 224 stores at end of 2004, the successful sales initiatives, the continued focus on 
store concept renewal and the extension of the affiliated network.  
 
Operating profit increased by EUR 4.4 million to EUR 146.8 million due to the sales growth, partly 
offset by higher labor cost (+EUR 23.2 million) and higher costs for miscellaneous goods and services 
(+EUR 20.7 million). The latter increased mainly due to higher costs for marketing, transport, rent and 
other overhead costs.  
 
Net financial result improved mainly due to the fact that, contrary to last year, Delhaize America and 
Delhaize The Lion America declared a dividend. Interest charges increased slightly due to the issuance 
of a convertible bond.  
 
Net earnings amounted to EUR 91.5 million, compared to EUR 81.6 million in 2003. The exceptional 
charges were mainly due to the dissolution of certain subsidiaries and the related liquidation procedures.  
  

A.3. APPROPRIATION OF AVAILABLE PROFIT FOR FISCAL YEAR 2004 
 

The following breakdown of the available profit of EUR 154.6 million of the Company will be proposed 
to the Ordinary Shareholders’ Meeting:  
1. EUR 49.3 million to be carried forward;  
2. EUR 0.05 million to be transferred to the legal reserve; 
3. At the Ordinary General Meeting to be held on May 26, 2005, the Board of Directors will propose 

the payment of a gross dividend of EUR 1.12 per share. The aggregate amount of the gross dividend 
related to all the shares outstanding at the date of the adoption of the annual accounts by the Board 
of Directors, i.e. March 9, 2005, will therefore amount to EUR 105.3 million. As a result of the 
exercise of warrants issued under the Delhaize Group 2002 Stock Incentive Plan, the Company 
might have to issue new shares, coupon no. 43 attached, between the date of adoption of the annual 
accounts by the Board of Directors, i.e. March 9, 2005, and the date of their approval by the 
Ordinary General Meeting of May 26, 2005. The Board of directors will communicate at the 
Ordinary General Meeting of May 26, 2005, the aggregate number of shares entitled to the 2004 
dividend and will submit to this meeting the aggregate final amount of the dividend for approval. 
The annual accounts of 2004 will be adapted accordingly.  

 
 
B. INFORMATION REGARDING THE STATUTORY AUDITOR 
 

The external audit of Delhaize Group SA is conducted by Deloitte & Touche, Registered Auditors, 
represented by James Fulton, until the Ordinary General Meeting in 2005.  
 
On the basis of the audit conducted by the Statutory Auditor in accordance with the standards of the 
Belgian “Institut des Reviseurs d’Entreprises” (Institute of Registered Auditors), the Statutory Auditor is 
required to certify whether the financial statements of the Company give a true and fair view of its 
assets, financial situation and results of operations. The Audit Committee examines and discusses the 
Statutory Auditor’s findings on both the consolidated accounts and the statutory accounts of the 
Company with the Statutory Auditor. 
 
In addition, the Audit Committee meets with the external auditor at least quarterly to discuss the results 
of the external auditor's review of the quarterly information and other matters. 
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The chart below sets forth the fees charged by Deloitte & Touche to Delhaize Group SA in 2004.  

 
(in EUR) 2004

a. Statutory audit Delhaize Group SA 235,220
b. Limited audit reviews of quarterly and half-yearly financial information 25,000

Subtotal a,b 260,220
c. Other legally required services  39,860

Subtotal c 39,860
d. Accounting consultation and other non-routine audit services  179,953
e. Tax consulting  142,298

Subtotal d,e 322,251
TOTAL 622,331

 
 
C. INFORMATION REGARDING MOVEMENTS IN SHARE CAPITAL 
 
C.1. CAPITAL 
 

As of December 31, 2004, the Company’s share capital amounted to EUR 46,834,280.50, represented 
by 93,668,561 ordinary shares with no nominal value. At the end of 2003, share capital amounted to 
EUR 46,312,278.50, represented by 92,624,557 ordinary shares.  
 
As of December 31, 2004, the number of outstanding Delhaize Group ordinary shares, including 
treasury shares, was 93,668,561. The weighted average number of Delhaize Group shares outstanding, 
excluding treasury shares, was 92,662,700 in 2004.  
 

 
 
 
C.2. INCENTIVE PLANS ADOPTED BY THE COMPANY BASED ON DELHAIZE 

GROUP EQUITY  
 

Delhaize Group offers stock-related incentive plans to certain of its management associates. For 
associates of its non-U.S. operating companies, Delhaize Group offers stock option plans and warrant 
plans. For associates of its U.S.-based companies, the incentive plans are based on options, warrants or 
restricted stock.  
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Under the warrant plans, the exercise by the associate of a warrant results in the creation of a new share. 
The stock option plans and the restricted stock plans are based on existing shares.  
 
The following table sets forth the incentive plans adopted by the Company as of December 31, 2004: 
 

 
 
C.3. AUTHORIZED CAPITAL 
 

The Extraordinary General Meeting of May 23, 2002, authorized the Board of Directors of Delhaize 
Group SA, for a period of five years expiring in June 2007, within certain legal limits, to increase the 
capital of Delhaize Group SA or issue convertible bonds or subscription rights which might result in a 
further increase of capital by a maximum of approximately EUR 46.2 million corresponding to 
approximately 92.4 million shares.  
 
On April 7, 2004, the Board of Directors of Delhaize Group SA issued a convertible bond offering to 
institutional investors for an amount of EUR 300 million. They have a maturity of five years. The bonds 
have been issued at 100% of their nominal value and will be redeemable at maturity at 100% of their 
nominal value. The initial conversion price has been set at EUR 57.0. The bonds are, subject to the 
terms and conditions of the offering circular, convertible into 5,263,158 new Delhaize Group ordinary 
shares at the initial conversion price. 
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At the end of 2004, the Board of Directors had, after several applications of the authorization granted in 
2002, a remaining authorization to increase the capital by a maximum of approximately EUR 39.8 
million corresponding to approximately 79.6 million shares. The authorized increase in capital may be 
realized by contributions in cash or, to the extent permitted by law, by contributions in-kind or by 
incorporation of available or unavailable reserves or of the share premium account. The Board of 
Directors of Delhaize Group SA may, for this increase in capital, limit or suppress the preferential 
subscription rights of Delhaize Group’s shareholders, within certain legal limits. 
 
To the extent permitted by law, the Board of Directors is authorized to increase the share capital after it 
has received notice of a public takeover bid related to the Company. In such a case, the Board of 
Directors is especially authorized to limit or suppress the preferential right of the shareholders, even in 
favor of specific persons. Such authorization is granted to the Board of Directors for a period of three 
years from the date of the Extraordinary General Meeting of May 23, 2002. It may be renewed under the 
terms and conditions provided by law. 

 

 
 
C.4. ACQUISITION AND TRANSFER OF OWN SHARES  
 

The Extraordinary General Meeting held on May 23, 2002, authorized the Board of Directors of 
Delhaize Group SA to purchase Delhaize Group shares, for a period of three years expiring in June 
2005, when such a purchase is necessary in order to avoid serious and imminent damage to Delhaize 
Group SA. 
 
In the absence of any threat of serious and imminent damage, the Board of Directors was also 
authorized on May 27, 2004 for a period of 18 months expiring in November 2005 to purchase a 
maximum of 10% of the outstanding Delhaize Group shares at a minimum price of EUR 1.00 and a 
maximum price not higher than 20% above the highest closing price of the Delhaize Group share on 
Euronext Brussels during the 20 trading days preceding the acquisition.  

 
In May 2004, the Board of Directors approved the repurchase of up to EUR 200 million of the 
Company’s shares or ADRs from time to time in the open market, in compliance with applicable law 
and subject to and within the limits of an outstanding authorization granted to the Board by the 
shareholders, to satisfy exercises under the stock option plans that Delhaize Group offers to its 
associates. No time limit has been set for these repurchases and they may be discontinued at any time. 
 
In 2004, Delimmo SA, a wholly-owned subsidiary of Delhaize Group SA, sold its 60,000 Delhaize 
Group shares (having an aggregate par value of EUR 30,000) in the market to Delhaize Group SA for an 
aggregate consideration of EUR 2,223,000. The shares purchased, representing approximately 0.13% of 
the share capital as at December 31, 2004, enable Delhaize Group SA to satisfy the exercise of warrants 
granted pursuant to the 2002 Stock Incentive Plan. Delhaize Group SA did not acquire other Delhaize 
Group shares or ADRs in 2004. As a consequence, at the end of 2004, the management of Delhaize 
Group SA had a remaining authorization for the purchase of its own shares or ADRs for an amount up 
to EUR 197,777,000. At the end of 2004, Delhaize Group SA owned 292,200 treasury shares. 
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D. SIGNIFICANT SUBSEQUENT EVENTS 

 
On March 10, 2005, Delhaize Group announced the acquisition of the Belgian supermarket chain Cash 
Fresh for an amount of EUR 113 million, subject to contractual adjustments, with an assumption of debt 
to be determined at closing. Additionally, EUR 51 million will be paid to acquire real estate assets. Cash 
Fresh is a profitable chain of 43 stores primarily in northeastern Belgium and recorded sales of 
EUR 209 million in fiscal year 2004. Cash Fresh represents a strong geographical and strategic fit with 
Delhaize Belgium.  
 

E. INFORMATION ON RESEARCH AND DEVELOPMENT 
 

The Company does not engage in these activities. 
 
F. INFORMATION REGARDING BRANCHES 
 

At the end of 2004, the Company operated 224 own stores, compared to 219 at the end of 2003. 
 
G. FINANCIAL RISK MANAGEMENT 
 

As an international market participant, the Company has exposure to different kinds of financial risk. 
The major exposures are foreign currency exchange rate, interest rate and self-insurance risks. The 
Company does not trade in commodities nor does it have significant concentration of credit risk.  
 
The Company’s treasury function provides a centralized service for the management and monitoring of 
foreign currency exchange and interest rate risks for the Group’s operations. The risk policy of the 
Company is to hedge only interest rate or foreign exchange transaction exposure that is clearly 
identifiable. The Company does not hedge foreign exchange translation exposure. The Group does not 
utilize derivatives for speculative purposes.  

 
Currency Risk 
 
Because a substantial portion of its assets is denominated in U.S. dollars, the Company is exposed to 
fluctuations in the value of the U.S. dollar against the euro. In line with its risk policy, the Group does 
not hedge this U.S. dollar translation exposure.  
 
Interest Rate Risk And Credit Risk 
 
The Company manages its debt and overall financing strategies using a combination of short, medium 
and long-term debt. The Group finances its daily working capital requirements, when necessary, through 
the use of its various committed and uncommitted lines of credit and commercial paper programs. The 
interest rate on these short and medium-term borrowing arrangements is generally determined either as 
the inter-bank offering rate at the borrowing date plus a pre-set margin or based on market quotes from 
banks. 
 
The Company interest rate risk management objectives are to limit the effect of interest rate changes on 
earnings and cash flows and to lower borrowing costs. The mix of fixed-rate debt and floating-rate debt 
is managed within policy guidelines.  
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Liquidity Risk  
 
In order to maintain funding availability through the economic and business cycles, the Company 
closely monitors the amount of short-term funding and mix of short-term funding to total debt, the 
overall composition of total debt and the availability of committed credit facilities in relation to the level 
of outstanding short-term debt. The Company has approximately EUR 149.6 million committed 
bilateral credit facilities. Under these committed bilateral credit facilities, the Company had at the end of 
2004 EUR 0.4 million outstanding in Short-Term Credit Institution Borrowings with an average interest 
rate of 6.80%. 
 
The Company has no credit rating published by a rating agency.  
 
Self-Insurance Risk 
 
The Belgian operations of the Company are partially self-insured through Redelcover, a wholly-owned 
captive reinsurance company based in the Grand-Duchy of Luxembourg, for doubtful debtors, loss of 
products due to contamination, loss of revenue due to work stoppages and similar insurable risks. 
 


