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Part | - FINANCIAL INFORMATION
Item 1. Financial Statements

Luby’s, Inc.
Consolidated Balance Sheets

(In thousands except share and per share amounts)

May 4, August 25,
2005 2004
(Restated,
see Note 2)
(Unaudited)
ASSETS
Current Assets:
Cash and cash equivalents (see Note 4) $ 5995 $ 3311
Short-term investments (see Note 4) 2,284 2,284
Trade accounts and other receivables, net 252 101
Food and supply inventories 2,037 2,092
Prepaid expenses 1,189 1,028
Deferred income taxes (see Note 5) 256 1,073
Total current assets 12,013 9,889
Property, plant, and equipment, net (see Note 6) 187,786 194,042
Property held for sale (see Note 9) 11,267 24,594
Investments and other assets 1,797 3,756
Total assets $ 212,863 $ 232,281
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities:
Accounts payable $ 15,129 $ 15,888
Accrued expenses and other liabilities 16,438 18,006
Total current liabilities 31,567 33,894
Credit facility debt (see Note 7) 29,800 28,000
Term debt (see Note 7) - 23,470
Convertible subordinated notes, net-related party (see Note 7) 1,964 2,091
Other liabilities 9,107 9,715
Deferred income taxes (see Note 5) 4,368 5,061
Reserve for restaurant closings (see Note 9) 500 500
Total liabilities 77,306 102,731
SHAREHOLDERS' EQUITY
Common stock, $.32 par value; authorized 100,000,000 shares, issued 27,539,067
shares at May 4, 2005 and 27,410,567 shares at August 25, 2004, respectively 8,812 8,771
Paid-in capital 43,567 43,564
Retained earnings 187,294 181,986
Less cost of treasury stock, 4,902,209 shares at May 4, 2005 and 4,933,063 shares at
August 25, 2004 (104,116) (104,771)
Total shareholders' equity 135,557 129,550
Total liabilities and shareholders' equity $ 212,863 $ 232,281

See accompanying notes.
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Luby’s, Inc.

Consolidated Statements of Operations (unaudited)
(In thousands except share and per share data)

Quarter Ended Three Quarters Ended
May 4, May 5, May 4, May 5,
2005 2004 2005 2004
(Restated, (Restated,
see Note 2) see Note 2)
(84 days) (84 days) (252 days) (252 days)
SALES $ 77,029 $ 72,345 $ 219,093 $ 207,563
COSTS AND EXPENSES:
Cost of food 20,365 19,245 59,309 55,632
Payroll and related costs 19,251 19,143 56,496 56,816
Other operating expenses 23,202 21,959 68,799 64,188
Depreciation and amortization 3,425 3,707 10,602 11,425
Relocation and voluntary severance costs 75 - 655 -
General and administrative expenses 4,455 4,333 13,238 14,045
Provision for (reversal of) asset impairments and
restaurant closings (see Note 9) (367) (569) (396) 456
70,406 67,818 208,703 202,562
INCOME FROM OPERATIONS 6,623 4,527 10,390 5,001
Interest expense (773) (2,060) (2,435) (6,437)
Other income, net 269 209 459 702
Income (loss) from continuing operations
before income taxes 6,119 2,676 8,414 (734)
Provision (benefit) for income taxes (see Note 5) - - - -
Income (loss) from continuing operations 6,119 2,676 8,414 (734)
Discontinued operations, (see Note 9) (2,415) (2,301) (3,106) (8,252)
NET INCOME (LOSS) $ 3,704 $ 375 $ 5,308 $ (8,986)
Income (loss) per share - before discontinued
operations - basic $ 027 $ 012 $ 037 $  (0.03)
- assuming dilution® 0.24 0.12 0.34 (0.03)
Loss per share - from discontinued
operations - basic $ (0.11) $ (0.10) $ (0.14) $  (0.37)
- assuming dilution® (0.09) (0.10) (0.12) (0.37)
Net income (loss) per share
- basic $ 0.16 $ 0.02 $ 023 $ (0.40)
- assuming dilution® 0.15 0.02 0.22 (0.40)
Weighted average shares outstanding:
- basic 22,632 22,470 22,578 22,470
- assuming dilution® 26,671 22,652 26,635 22,470

(@) In loss periods, earnings per share assuming dilution equals basic earnings per share since potentially dilutive
securities are antidilutive. See Note 12

See accompanying notes.
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Luby’s, Inc.

Consolidated Statements of Shareholders' Equity (unaudited)

BALANCE AT AUGUST 25, 2004

Net income for the year to date

Common stock issued under nonemployee director benefit
plans

Common stock issued under employee benefit plans

BALANCE AT May 4, 2005

See accompanying notes.

(In thousands)

Common Stock Total

Issued Treasury Paid-In Retained Shareholders'

Shares  Amount Shares Amount Capital Earnings Equity
27,411 $8,771 (4,933) $(104,771) $ 43,564 $ 181,986 $ 129,550
- - - - - 5,308 5,308
- - 31 655 (655) - -
128 41 - - 658 - 699
27,539 $8,812 (4,902) $(104,116) $ 43,567 $ 187,294 $ 135,557
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Luby’s, Inc.

Consolidated Statements of Cash Flows (unaudited)
(In thousands)

Three Quarters Ended

May 4, May 5,
2005 2004
(Restated,
see Note 2)
(84 days) (84 days)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) $ 5,308 $ (8,986)
Adjustments to reconcile net income (loss) to net cash
provided by (used in) operating activities:
(Reversal of) provision for asset impairments, net of gains on property sales -

discontinued operations (1,473) 2,965
Provision for asset impairments - 770
Depreciation and amortization - discontinued operations 236 578
Depreciation and amortization - continuing operations 10,602 11,425
Amortization of discount on convertible subordinated notes 127) 1,703
(Gain) loss on disposal of property, plant, and equipment (115) 45
Noncash executive compensation expense - 679

Cash provided by operating activities before

changes in operating assets and liabilities 14,431 9,179
Changes in operating assets and liabilities:

(Increase) decrease in trade accounts and other receivables (151) 159

Decrease (increase) in food and supply inventories 55 (98)

(Increase) decrease in prepaid expenses (161) 226

Decrease in other assets 1,959 421

(Decrease) increase in accounts payable (679) 1,159

Decrease in accrued expenses, other liabilities and deferred income taxes (2,052) (4,923)

Decrease in reserve for restaurant closings - (1,163)

Net cash provided by operating activities 13,402 4,960
CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from disposal of property held for sale 15,789 11,175
Purchases of property, plant, and equipment (5,536) (4,291)
Proceeds from disposal of property, plant, and equipment - 100
Net cash provided by investing activities 10,253 6,984
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds on line of credit, net 1,800 -
Repayment of term debt (23,470) -
Repayment of credit facility - (13,069)
Proceeds received on exercise of stock options 699 -
Net cash used in financing activities (20,971) (13,069)
Net increase in cash 2,684 (1,126)
Cash at beginning of period 3,311 19,085
Cash at end of period $ 5,995 $ 17,959

See accompanying notes.
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Luby’s, Inc.

Notes to Consolidated Financial Statements (unaudited)
May 4, 2005

Note 1. Basis of Presentation

The accompanying unaudited consolidated financial statements of Luby's, Inc. (the "Company" or "Luby's") have been
prepared in accordance with U.S. Generally Accepted Accounting Principles ("GAAP") for interim financial information and
with the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information
and footnotes required by GAAP for complete financial statements as are prepared for the Company's Annual Report on Form
10-K. In the opinion of management, all adjustments (consisting of normal recurring accruals) considered necessary for a fair
presentation have been included. Operating results for the quarter and fiscal year-to-date ended May 4, 2005, are not
necessarily indicative of the results that may be expected for the fiscal year ending August 31, 2005.

The balance sheet dated August 25, 2004, and included in this Form 10-Q, has been derived from the audited financial
statements at that date. However, this Form 10-Q does not include all of the information and footnotes required by GAAP for
an annual filing of complete financial statements. Therefore, these financial statements should be read in conjunction with the
consolidated financial statements and footnotes included in Luby's Annual Report on Forms 10-K and 10-K/A for the year
ended August 25, 2004.

Certain accounts and prior period results have been restated to provide more meaningful comparability to the Company's
current information. Prior period results have been reclassified to show the retroactive effect of discontinued operations per the
Company's business plan. As stores are closed in the future and presented in discontinued operations, quarterly and annual
financial amounts, where applicable, will be reclassified for further comparability.

Note 2. Restatement of Financial Statements

During the second quarter of fiscal 2005, like many other retail and restaurant companies that operate properties on long-term
leases, the Company completed a review of its historical lease accounting methods. The purpose of the review was to
determine whether these methods were in accordance with the views expressed by the Office of the Chief Accountant of the
Securities and Exchange Commission ("SEC") on February 7, 2005 in a letter to the American Institute of Certified Public
Accountants and other recent interpretations regarding certain operating lease accounting issues and their application under
GAAP. As a result of its review, the Company determined that its historical methods of accounting for scheduled rent
increases, and of determining lives used in the calculation of depreciation of leasehold improvements for certain leased
properties, were not in accordance with GAAP.

The Company historically recognized scheduled rent increases as they occurred over the lease term. The Company annually
reviewed its lease accounting expense calculations to determine whether the amounts calculated were materially in accordance
with GAAP. However, under current interpretations of GAAP, the Company determined that the lease term used in calculating
straight-line rent expense should commence on the date the Company takes possession of the leased space, which is generally
six months prior to a store's opening date. Additionally, the Company determined that rent expense should be recorded on a
straight-line basis over lease periods that are consistent with or greater than the number of periods over which depreciation of
leasehold improvements is recorded. Historically, the life used for rent expense purposes in some instances was shorter than
the life used for depreciation purposes.

The Company has restated the consolidated statements of operations and cash flows for periods ended May 5, 2004 and the
Company’s consolidated balance sheet as of August 25, 2004.

Following is a summary of the effects of these accounting corrections on the consolidated balance sheet as of August 25, 2004
and the consolidated statements of operations for the fiscal quarter and three fiscal quarters ended May 5, 2004 (in thousands):
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Previously

August 25, 2004 Reported Adjustments Restated

Property and equipment-at cost, net $ 196,541 $ (2499) $ 194,042
Total assets 234,780 (2,499) 232,281
Accrued expenses and other liabilities 25,280 (7,274) 18,006
Total current liabilities 41,168 (7,274) 33,894
Other liabilities 5,385 4,330 9,715
Long-term deferred income tax liability 1,073 3,988 5,061
Total liabilities 101,687 1,044 102,731
Retained earnings 185,529 (3,543) 181,986
Total shareholders' equity 133,093 (3,543) 129,550
Total liabilities and shareholders' equity $ 234,780 $ (2,499) $ 232,281

Previously

Fiscal guarter ended May 5, 2004 Reported Adjustments Restated

Occupancy and other operating expenses $ 21,986 $ 27y $ 21,959
Depreciation and amortization 3,672 35 3,707
Income (loss) from operations 4,535 (8) 4,527
Income (loss) before income taxes 2,684 (8) 2,676
Income (loss) from continuing operations 2,684 (8) 2,676
Discontinued operations, net of taxes (2,303) 2 (2,301)
Net income (loss) $ 381 $ (6) $ 375
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Previously

Three fiscal quarters ended May 5, 2004 Reported Adjustments Restated

Occupancy and other operating expenses $ 64,269 $ (81) $ 64,188
Depreciation and amortization 11,320 105 11,425
Income (loss) from operations 5,025 (24) 5,001
Income (loss) before income taxes (710) (24) (734)
Income (loss) from continuing operations (710) (24) (734)
Discontinued operations, net of taxes (8,416) 164 (18,252)
Net income (loss) $ (9,126) $ 140 $ (8,986)

These accounting corrections had no effect on net cash (used in) provided by operating activities, investing activities or
financing activities, as stated in the consolidated statements of cash flows.

Note 3. Accounting Periods

The Company's fiscal year ends on the last Wednesday in August. As such, each fiscal year normally consists of 13 four-week
periods, accounting for 364 days. Because the Company’s normal 364-day fiscal year is not aligned with the number of days
in each calendar year, occasionally the last Wednesday in August occurs five weeks after the end of the prior period. As is the
case with fiscal year 2005, this results in a fiscal year consisting of 12 four-week periods and one five-week period (371 days).
Comparability between accounting periods is affected by varying lengths of the periods, as well as the seasonality associated
with the restaurant business.

Note 4. Cash and Cash Equivalents and Short-Term Investments

The Company manages its cash and cash equivalents and short-term investments jointly in order to internally fund operating
needs. Short-term investments as of May 4, 2005, and August 25, 2004, consisted primarily of time deposits. As of May 4,
2005, approximately $2.3 million of the Company’s $8.3 million in cash and cash equivalents and short-term investments was
pledged as collateral for four separate letters of credit. There have been no draws upon these letters of credit.

May 4, August 25,
2005 2004

(In thousands)

Cash and cash equivalents $ 5,995 $ 3,311
Short-term investments 2,284 2,284

Total cash and cash equivalents and short-term
investments $ 8279 $ 5595

Note 5. Income Tax

Following is a summarization of deferred income tax assets and liabilities as of the current quarter and prior fiscal year-end:
May 4, August 25,

2005 2004
(In thousands)
Deferred long-term income tax liability (4,368) (5,061)
Plus: Deferred short-term income tax asset 256 1,073
Net deferred income tax liability $ (4,112) $ (3,988)
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The following table details the categories of income tax assets and liabilities resulting from the cumulative tax effects of
temporary differences as of the end of each period presented:

May 4, August 25,
2005 2004

(In thousands)

Deferred income tax assets:
Workers' compensation, employee injury, and

general liability claims $ 196 $ 2,552
Deferred compensation 2,302 2,302
Asset impairments and restaurant closure reserves 11,493 14,636
Net operating losses 19,472 16,032
General Business Credits 568 529
Other 1,529 1,557

Subtotal 37,360 37,608
Valuation allowance (19,687) (18,432)
Total deferred income tax assets 17,673 19,176

Deferred income tax liabilities:

Depreciation and amortization 19,187 21,293
Other 2,598 1,871
Total deferred income tax liabilities 21,785 23,164
Net deferred income tax liability $ 4,112 $ 3,988

Relative only to continuing operations, the reconciliation of the expense (benefit) for income taxes to the expected income tax
expense (benefit) - computed using the statutory tax rate - was as follows:

Quarter Ended Three Quarters Ended
May 4, May 5, May 4, May 5,
2005 2004 2005 2004
Amount % Amount % Amount % Amount %

(In thousands and as a percent of income (loss) from continuing operations before income taxes.)

Income tax expense (benefit)
from continuing operations

at federal rate $ 2142 35.0% $ 937 35.0% $ 2,945 35.0% $ (257) (35.0)%
Permanent and other differences 4 0.1 216 8.1 11 0.1 645 87.9
Change in valuation allowance (2,146)  (35.1) (1,153) (43.1) (2,956)  (35.1) (388) (52.9)
Income tax expense (benefit)

from continuing operations $ - -% 3 - -% $ - -% $ - -%

For the three quarters ended May 4, 2005, including both continuing and discontinued operations, the Company generated
gross taxable operating losses of approximately $10.0 million, which will expire in 2025 if not utilized. Cumulative net tax
benefits for book purposes are netted against a valuation allowance because loss carrybacks were exhausted with the fiscal
2002 tax filing, making the realization of loss carryforwards uncertain.

For the fiscal years 2003 and 2004, including both continuing and discontinued operations, the Company generated gross

taxable operating losses of approximately $31.7 million and $3.8 million, respectively, which will expire in 2023 and 2024,
respectively, if not utilized.
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The Company's federal income tax returns have been periodically reviewed by the Internal Revenue Service. The
Company's 2002, 2001, and 2000 returns are currently under review. Management believes that adequate provisions for
income taxes have been reflected in the financial statements and management is not aware of any significant exposure items
that have not been reflected in the financial statements.

Note 6. Property, Plant, and Equipment

The cost and accumulated depreciation and amortization of property, plant, and equipment at May 4, 2005, and August 25,
2004, together with the related estimated useful lives used in computing depreciation and amortization, were as follows:

May 4, August 25, Estimated

2005 2004 Useful Lives
(In thousands)
Land $ 51,536 $ 51,536 -
Restaurant equipment and furnishings 110,139 107,481 3 to 15 years
Buildings 177,219 180,210 20 to 25 years
Leasehold and leasehold improvements 18,901 20,859  Term of leases
Office furniture and equipment 3,679 6,845 5 to 10 years
Transportation equipment 403 421 5 years
361,877 367,352
Less accumulated depreciation and
amortization (174,091) (173,310)
Property, plant and equipment $ 187,786 $ 194,042

Note 7. Debt

Senior Debt

In the fourth quarter of fiscal 2004, the Company refinanced its senior debt with two separate loan facilities. The first was a
secured $50 million revolving line of credit facility (“revolver”) maturing on June 7, 2007 and bearing interest at LIBOR, or
the bank’s alternate base rate, plus a spread. At May 4, 2005 the spread was 3.0% for LIBOR and 1.5% for the alternate base
rate, and the outstanding principal balance on the revolver was $29.8 million. Of the $50 million total commitment under the
revolver, $20.2 million was available to the Company at May 4, 2005. The Company also pays a quarterly commitment fee on
the unused portion of the facility.

The second loan facility was a secured $27.9 million term loan maturing on June 7, 2007 and bearing interest at LIBOR plus a
spread. The Company was required to make periodic principal payments using all of the net proceeds from the sale of
scheduled properties and any remaining balance at the loan’s maturity. On April 1, 2005 the Company completely repaid and
terminated its term loan facility. The amount of the final repayment amount was $10.4 million, which was funded by a draw
down from the revolver, cash generated from operations, and proceeds from the disposal of properties held for sale

At May 4, 2005, total senior debt outstanding was $29.8 million. This debt level is down $21.7 million from the balance
outstanding at August 25, 2004 and down $16.8 million from the balance outstanding at the end of the second quarter of fiscal
2005. Net proceeds from the sale of properties and cash generated from operations were used to fund the debt reductions.

The revolver contains financial performance covenants including leverage and interest coverage ratios, as well as limitations
on capital expenditures. As of May 4, 2005, the Company was in full compliance with all covenants.

Pursuant to the terms of the Subordination and Intercreditor Agreement, dated June 7, 2004, if the new senior debt were to be
in default some time in the future, Christopher J. And Harris J. Pappas have a contractual right (but no obligation) to purchase
those loans.

At May 4, 2005, substantially all of the Company’s real estate assets were pledged as collateral under the revolving line of
credit. The pledged assets include the Company’s owned real estate, improvements, equipment, and fixtures.
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Subordinated Notes

In the fourth quarter of fiscal 2001, the Company's President and CEO, Christopher J. Pappas, and the Company's COO, Harris
J. Pappas, loaned the Company a total of $10 million in exchange for convertible subordinated notes. The notes, as initially
executed, bore interest at LIBOR plus 2.0%, payable quarterly. During the fourth quarter of fiscal 2004, these notes were
modified in connection with the refinancing of the Company’s senior debt.

The modified seven-year notes call for interest of prime plus 5.0% when the senior debt equals or exceeds $60 million and
prime plus 4.0% when the senior debt is less than $60 million. In either case, the rate cannot exceed 12.0%. As of May 4,
2005, the interest rate applicable to the notes was 9.5% (prime plus 4.0%).

At the earliest of June 7, 2005, a default under the senior debt, or a "change in control" as defined in the amended notes, the
subordinated notes become convertible at a price of $3.10 per share for approximately 3.2 million shares of common
stock. The market price of the Company's common stock on the commitment date (as determined by the closing price on the
New York Stock Exchange) was $5.63 per share. The difference between the market price and the lowest possible strike price
of $3.10, or $2.53 per share, multiplied by the relative number of convertible shares equals approximately $8.2 million, which
represents the beneficial conversion feature. This amount has been recorded as both a component of paid-in capital and a
discount from the $10 million in subordinated notes. The note discount is being amortized using the effective interest method
as non-cash interest expense over the term of the subordinated notes.

The carrying value of the notes, net of the unamortized discount, was approximately $2.0 million at May 4, 2005. The notes
are convertible by the holder in the following instances: (i) at any time prior to June 2011, in whole or in part (unless a notice
of prepayment has been given with respect to the note or some portion thereof), and (ii) at any time after delivery of a notice of
prepayment is to be made and prior to the close of business on the second business day preceding the date of the proposed
prepayment, to convert the amount to be prepaid, in whole or in part (unless the Company subsequently fails to make the
prepayment on the date of the proposed prepayment in which event the ability to convert terminates as to such prepayment
event.)

The Company has agreed to reserve shares held in treasury for issuance to the holders of the subordinated notes upon
conversion of the debt. The Company's treasury shares have also been reserved for two other purposes - the issuance of shares
to Messrs. Pappas upon exercise of the options granted to them on March 9, 2001, and for shares issuable under the Company's
Nonemployee Director Phantom Stock Plan. In accordance with their agreement with the Company dated June 7, 2004,
Messrs. Pappas have agreed to limit their exercise of stock options to a number that will ensure the "net treasury shares
available" are not exceeded. Pursuant to the terms of that agreement, the Company indicated that it will use reasonable
efforts to list on the New York Stock Exchange additional shares which would permit full exercise of those options. "Net
Treasury Shares Available" is defined in the debt agreements as the number of shares of common stock then held by the
Company in treasury, minus the number of shares of common stock issuable or issued after June 7, 2004, under the
Nonemployee Director Phantom Stock Plan, minus the number of shares of common stock issuable or issued upon conversion
of the subordinated notes, calculated assuming the lowest conversion price stated in the subordinated notes.

Note 8. Commitments and Contingencies

Off-Balance-Sheet Arrangements
As of June 1, 2005, the Company had no off-balance-sheet structured financing arrangements.

Pending Claims

The Company is presently, and from time to time, subject to pending claims and lawsuits arising in the ordinary course of
business. In the opinion of management, the resolution of any pending legal proceedings will not have a material adverse
effect on the Company's operations or consolidated financial position. It is possible, however that our future results of
operations for a particular quarter or fiscal year could be impacted by changes in circumstances relating to lawsuits,
proceedings or claims.

Surety Bonds
At May 4, 2005, surety bonds in the amount of $5.0 million have been issued as security for the payment of insurance
obligations classified as accrued expenses on the balance sheet.

Letters of Credit
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As of May 4, 2005, the Company has approximately $2.3 million committed under letters of credit.
Note 9. Impairment of Long-Lived Assets and Store Closings / Discontinued Operations

Impairment

Statement of Financial Accounting Standards (SFAS) No. 144, "Accounting for the Impairment or Disposal of Long-Lived
Assets"”, requires the Company to review long-lived assets for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. The Company considers a history of operating losses or
negative cash flows and unfavorable changes in market conditions to be its main indicators of potential impairment in
accordance with Company guidelines. Assets are generally evaluated for impairment at the restaurant level. Management
periodically reviews the financial performance of each store for indicators of impairment or indicators that closure would be
appropriate. Where indicators are present, such as three full fiscal years of negative cash flows or other unfavorable market
conditions, the carrying values of assets are written down to the estimated future discounted cash flows or fully written off in
the case of negative cash flows anticipated in the future. Estimated future cash flows are based upon regression analyses
generated from similar restaurant companies, discounted at the Company's weighted-average cost of capital.

In the third quarter of fiscal 2005, the Company completed the sale of its former corporate office building and recognized a
gain of approximately $367,000 on the disposal. The following summarizes the provision for impairments and restaurant
closings for the periods presented:

Quarter Ended Three Quarters Ended
May 4, May 5, 2004 May 4, May 5,
2005 2004 2005 2004
(84 days) (84 days) (252 days) (252 days)

(In thousands except per share amounts)

Provision for asset impairments and
restaurant closings $ 367 $ 569 $ 396 $ (456)

EPS increase/(decrease)
- basic $ 0.02 $ 0.03 $ 0.02 $ (0.02)

- diluted $ 0.01 $ 0.03 $ 0.02 $ (0.02)

Discontinued Operations

From the inception of the current business plan in fiscal 2003 to May 4, 2005, the Company has closed 60 operating
stores. The operating results of these locations have been reclassified and reported as discontinued operations for all periods
presented, as required by SFAS No. 144, which establishes a single accounting model for long-lived assets to be disposed of
by sales and broadens the presentation of discontinued operations to include more disposal transactions. The Company
adopted SFAS No. 144 in the first quarter of fiscal 2003, as required. The following are the sales and pretax losses reported
for all discontinued locations:

Quarter Ended Three Quarters Ended
May 4, May 5, May 4, May 5,
2005 2004 2005 2004
(84 days) (84 days) (252 days) (252 days)
(In thousands)
Sales $ 132 $ 2,184 $ 1,710 $ 9,130
Losses (2,415) (2,301) (3,106) (8,252)

Pursuant to the business plan and expectations of its bank group, the Company has continued to apply the proceeds from the
sale of closed restaurants to pay down its senior debt. Of the total paid down in the first three quarters of fiscal 2005 and 2004,
$8.9 million and $9.5 million, respectively, resulted from sales proceeds related to business plan assets. As noted on the
balance sheet as of May 4, 2005, the Company had fourteen properties recorded at $11.3 million in property held for sale.
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Property held for sales is valued at the lower of net depreciable value or net realizable value. Management is actively
marketing these properties and will use the proceeds to pay down debt as those transactions are completed.

In accordance with EITF 87-24, "Allocation of Interest to Discontinued Operations," interest on debt that is required to be
repaid as a result of a disposal transaction is being allocated to discontinued operations. Interest expense allocated to
discontinued operations was $1.4 million and $409,000 in the third quarter of fiscal 2005 and fiscal 2004, respectively.
Approximately $2.6 million and $1.4 million in interest expense was allocated to discontinued operations in the first three
quarters of fiscal 2005 and 2004, respectively Prior to the third quarter of fiscal year 2004, interest was allocated to
discontinued operations by applying a prior debt facility’s effective interest rate to that portion of the Company’s total debt
associated with the business plan disposals previously discussed. Beginning with the third quarter of fiscal 2004 and until the
Company’s senior term loan was fully repaid in April 2005, all interest expense incurred in connection with that loan, and only
that interest expense, was attributed to the Company’s discontinued operations. Since the retirement of the term loan, interest
has been allocated to discontinued operations by applying the current senior credit facility’s effective interest rate to that
portion of credit facility borrowings used to retire the term loan, net of applicable subsequent repayments. Additionally, in
connection with the term loan repayment, the Company wrote off $1.1 million of prepaid term loan expense relating to the
term loan. This is included in interest expense allocated to discontinued operations in the third quarter of 2005.

The following summarizes discontinued operations for the periods presented:

Quarter Ended Three Quarters Ended
May 4, May 5, May 4, May 5,
2005 2004 2005 2004
(84 days) (84 days) (168 days) (168 days)
(In thousands except per share amounts)
Impairments $ (356) $ (779) $ (541) $ (4,814)
(Losses)/Gains (166) 17 2,014 1,849
Net (Impairments)/Gains (522) (762) 1,473 (2,965)
Other (1,893) (1,539) (4,580) (5,287)
Discontinued operations $ (2,415) $ (2,301) $(3,106) $ (8,252)
Effect on EPS from net impairments-
(decrease) increase
— basic (0.02) (0.03) 0.07 (0.13)
— assuming dilution $ (0.02) $ (0.03) $ (0.06) $ (0.13)
Effect on EPS from discontinued
operations — decrease
— basic $ (0.11) $ (0.10) $ (0.14) $ (0.37)
—assuming dilution (0.09) (0.10) (0.12) (0.37)

The impairment charges included above relate to properties closed and designated for immediate disposal. The assets of these
individual operating units have been written down to their net realizable values. In turn, the related properties have either been
sold or are being actively marketed for sale. Within discontinued operations, the Company offsets gains from applicable
property disposals against total impairments as noted above. The Other category in the table above includes allocated interest,
lease settlements, employment termination and shut-down costs, as well as operating losses incurred through each restaurant's
closing date and carrying costs until the locations are finally disposed of.

Property Held for Sale

At May 4, 2005, the Company had a total of fourteen properties recorded at $11.3 million in property held for sale. Property
held for sale is valued at the lower of net depreciable value or net realizable value. All property held for sale consists of
already-closed restaurant properties, and of the fourteen, twelve properties relate to the current business plan, while two are
related to prior disposal plans. The Company is actively marketing all locations currently classified in property held for sale.
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When sold, proceeds from property that have been identified as held for sale will be used to reduce outstanding debt. The
Company’s results of operations will be affected to the extent proceeds from the sale of these assets exceed or are less than net
book value.

A rollforward of property held for sale from August 25, 2004 to May 4, 2005 is provided below:

Property Held for Sale
(In thousands)

Balance as of August 25, 2004 $ 24,594
Net transfers to/from property held for sale 177
Net increase in net realizable value 1,910
Disposals (15,414)
Balance as of May 4, 2005 $ 11,267

Reserve for Restaurant Closings

At May 4, 2005, and August 25, 2004, the Company had a reserve for restaurant closings of $500,000. The reserve balances
as of the end of both periods related to the 2001 asset disposal plan and were comprised of estimated lease settlement
costs. The settlement costs were accrued in accordance with EITF 94-3, "Liability Recognition for Certain Employee
Termination Benefits and Other Costs to Exit an Activity," which was appropriate for disposal plans initiated before the
Company's fiscal 2003 adoption of SFAS No. 146, "Accounting for Costs Associated with Exit or Disposal Activities." Since
the implementation of SFAS No. 146, lease settlement costs have been expensed as incurred.

Relative to the fiscal 2001 disposal plan, the following summarizes the amounts recognized as cash payments, including actual
lease settlements, as well as other reductions. Other reductions include certain accrual reversals for settlements that have been
more favorable than originally expected and were recorded in discontinued operations after their eventual closure.

Reserve Balance
(2001 Disposal Plan)
Lease Settlement Other Exit
Costs Costs Total Reserve
(In thousands)

Balances at August 28, 2002 $ 2977 $ 137 $ 3114
Additions (reductions) (1,163) (78) (1,241)
Cash payments (151) (59) (210)
Balances at August 27, 2003 1,663 - 1,663
Additions (reductions) (518) - (518)
Cash payments (645) - (645)
Balances at August 25, 2004 500 - 500

Additions (reductions) - - -
Cash payments - - -
Balances at May 4, 2005 $ 500 $ - $ 500

Note 10. Affiliations and Related Parties

Affiliate Services

The CEO and COO of the Company, Christopher J. Pappas and Harris J. Pappas, respectively, own two restaurant entities (the
"Pappas Entities") that may provide services to the Company pursuant to the Affiliate Services Agreement, effective August
31, 2001 and the Master Sales Agreement, effective July 23, 2002. Under the terms of the Affiliate Services Agreement, the
Pappas Entities may provide accounting, architectural, and general business services. Under the terms of the Master Sales
Agreement, the Pappas entities may provide specialized (customized) equipment fabrication and basic equipment maintenance,
including stainless steel stoves, shelving, rolling carts, and chef tables.
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The pricing of equipment, repair, and maintenance is established and evaluated periodically and approximates market prices
for comparable goods and services. To assist in periodically monitoring pricing of the transactions associated with the Master
Sales Agreement and the Affiliate Services Agreement, the Finance and Audit Committee of the Company's Board of Directors
has periodically used independent valuation consultants.

The total costs incurred by the Company under the Master Sales Agreement and the Affiliate Services Agreement were
approximately $153,000 during the first three quarters of fiscal 2005 and $1,000 for the first three quarters of fiscal 2004.

Operating Leases

In a separate contract from the Affiliate Services Agreement and the Master Sales Agreement, the Company entered into a
lease with a three-year term that commenced on June 1, 2001, and ended on May 31, 2004. This lease is currently on a month-
to-month basis. The leased property, referred to as the Houston Service Center, is used to accommodate the Company's own
in-house repair and fabrication center. The building at this location has 22,253 square feet of warehouse space and 5,664
square feet of office space. It is leased from the Pappas Entities by the Company at an approximate monthly rate of $0.24 per
square foot. From this center, the Company's repair and service teams are dispatched from this center to the Company's
restaurants when facility or equipment maintenance and servicing are needed. The facility is also used for repair and storage
of new and used equipment. The amount paid by the Company pursuant to the terms of this lease was approximately $61,000
for the first three quarters of fiscal 2005 and 2004.

From an unrelated third party, the Company previously leased a location used to house increased equipment inventories due to
store closures under the business plan. The Company considered it more prudent to lease this location rather than to pursue
purchasing a storage facility, since its strategy is to focus capital expenditures on its operating restaurants. In a separate
transaction, the third-party property owner sold the location to the Pappas Entities during the fourth quarter of fiscal 2003, with
the Pappas Entities becoming the Company's landlord for that location effective August 1, 2003. The storage site
complements the Houston Service Center with approximately 27,000 square feet of warehouse space at an approximate
monthly rate of $0.21 per square foot. The amount paid by the Company pursuant to the terms of this lease was approximately
$50,000 and $52,000 in the first three quarters of fiscal 2005 and fiscal 2004, respectively.

Late in the third quarter of fiscal 2004, Christopher J. and Harris J. Pappas became partners in a limited partnership which
purchased a retail strip center in Houston, Texas. Messrs. Pappas own a 50% limited partnership and a 50% general
partnership interest. One of the Company's restaurants has rented approximately 7% of the space in that center since July
1969. No changes were made to the Company's lease terms as a result of the transfer of ownership of the center to the new
partnership. The amount paid by the Company pursuant to the terms of this lease during the first three quarters of fiscal 2005
was approximately $125,000.

Total rents paid to related parties during the first three quarters of fiscal 2005 and 2004 represented 8.1%, and 3.9%,
respectively, of total rents for continuing operations.

The following compares current and prior fiscal year-to-date charges incurred under the Master Sales Agreement, the Affiliate
Services Agreement, and related party property leases to the Company's total capital expenditures, as well as relative general
and administrative expenses and occupancy and other operating expenses included in continuing operations:
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Three Quarters Ended

May 4, May 5,
2005 2004
(252 days) (252 days)

(In thousands)

RELATED PARTY COSTS INCURRED:

General and administrative expenses - professional and other costs $ 5 $ 1
Capital expenditures - custom-fabricated and refurbished equipment 133 76
Occupancy and other operating expenses, including property leases 251 115
Total $ 389 $ 192
RELATIVE TOTAL COMPANY COSTS:
General and administrative expenses $ 13,238 $ 14,045
Capital expenditures 5,535 4,291
Occupancy and other operating expenses 68,799 64,188
Total $ 87,572 $ 82,524

RELATED PARTY COSTS INCURRED AS A PERCENTAGE OF
RELATIVE TOTAL COMPANY COSTS

Fiscal year to date 0.45% 0.23%
Inception to date 0.26%

Subordinated Notes
Refer to Note 7 for information on the subordinated notes.

Board of Directors

Pursuant to the terms of a Purchase Agreement, dated March 9, 2001, entered into by the Company, Christopher J. Pappas and
Harris J. Pappas, the Company agreed to submit three persons designated by Christopher J. Pappas and Harris J. Pappas as
nominees for election at the 2002 Annual Meeting of Shareholders. Messrs. Pappas designated themselves and Frank
Markantonis as their nominees for directors, all of whom were subsequently elected. Christopher J. Pappas and Harris J.
Pappas are brothers. Frank Markantonis is an attorney whose principal client is Pappas Restaurants, Inc., an entity owned by
Harris J. Pappas and Christopher J. Pappas.

Under the terms of the amended Purchase Agreement dated June 7, 2004, the right to nominate directors for election was
modified to provide that Messrs. Pappas may continue to nominate persons for election to the board which, if such nominees
are elected, would result in Messrs. Pappas having nominated three of the then-serving directors of the Company. Messrs.
Pappas retain this right for so long as either of them are executive officers of the Company or continue to hold the
subordinated notes described previously.

Key Management Personnel
In June 2004, new two-year employment contracts were finalized for Messrs. Pappas. As in the past three years, they will both
continue to devote their primary time and business efforts to Luby's, while maintaining their roles at Pappas Restaurants, Inc.

Ernest Pekmezaris, Chief Financial Officer of the Company, is also the Treasurer of Pappas Restaurants, Inc. Compensation
for the services provided by Mr. Pekmezaris to Pappas Restaurants, Inc. is paid entirely by that entity.

Peter Tropoli, Senior Vice President-Administration and General Counsel of the Company, is an attorney who, from time to
time, has provided litigation services to entities controlled by Christopher J. Pappas and Harris J. Pappas. Mr. Tropoli is the
stepson of Frank Markantonis, who, as previously mentioned, is a director of the Company.

Paulette Gerukos, Director of Human Resources of the Company, is the sister-in-law of Harris J. Pappas, the Chief Operating
Officer of the Company.
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Note 11. Stock-Based Compensation

The Company accounts for its employee stock compensation plans using the intrinsic value method of accounting set forth in
Accounting Principles Board Opinion No. 25, "Accounting for Stock Issued to Employees,” and the related
interpretations. Accordingly, compensation cost for stock options is measured as the excess, if any, of the quoted market price
of the Company's stock at the date of grant over the amount an employee must pay to acquire the stock. FASB Statement 123
(Revision 2004), “Share-Based Payment,” was issued in December 2004 and is effective for reporting periods beginning after
June 15, 2005. The new statement requires all share-based payments to employees to be recognized in the financial statements
based on their fair values. The Company currently accounts for its share-based payments to employees under the intrinsic
value method of accounting set forth in Accounting Principles Board Opinion No. 25, “Accounting for Stock Issues to
Employees.” Additionally, the Company complies with the stock-based employer compensation disclosure requirements of
SFAS No. 148, “Accounting for Stock-Based Compensation — Transition and Disclosure, an amendment of FASB Statement
No. 123.” The Company plans to adopt the new statement in its next fiscal year, beginning September 1, 2005.

The following table illustrates the effect on net income (loss) and earnings (loss) per share if the Company had converted to
the fair-value method of expensing stock options, as alternatively allowed under FAS 123 Accounting for Stock-Based
Compensation.

Quarter Ended Three Quarters Ended
May 4, May 5, May 4, May 5,
2005 2004 2005 2004
(84 days) (84 days) (252 days) (252 days)

(In thousands, except per share data)
Net income (loss), as reported $ 3,704 $ 375 $ 5,308 $ (8,986)

Add: Stock-based employee compensation expense
included in reported net income (loss) - 91 - 679

Deduct: Total stock-based employee compensation
expense determined under fair-value based method

for all awards (58) (185) (239) (1,037)
Pro forma net income (loss) $ 3,646 $ 281 $ 5,069 $ (9,344)
Earnings (loss) per share:
Basic — as reported® 0.16 0.02 0.23 (0.40)
Basic — pro forma® 0.16 0.01 0.23 (0.42)
Assuming dilution - as reported® $ 0.15 $ 0.02 $ 022 $ (0.40)
Assuming dilution - pro forma® $ 0.15 $ 0.01 $ 0.19 $ (042

@ As the Company had net losses for the three quarters ended May 5, 2004, loss per share assuming dilution equals
basic earnings per share since potentially dilutive securities are antidilutive in loss periods.

Note 12. Net Earnings Per Share

Basic earnings per share is computed by dividing income available to common shareholders by the weighted average number
of common shares outstanding for the reporting period. Diluted earnings per share reflects the potential dilution that could
occur if securities or other contracts to issue common stock were exercised or converted into common stock. For the
calculation of diluted earnings per share, the basic weighted average number of shares is increased by the dilutive effect of
stock options determined using the treasury stock method and convertible debt. The Company had approximately 328,000 and
1.4 million stock options outstanding for the quarter ended May 4, 2005 and May 5, 2004, respectively, that were not included
in the diluted earnings per share calculation because the effect would have been antidilutive.
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For the three quarters ended May 4, 2005 and May 5, 2004, the Company had approximately 593,000 and 3 million stock
options outstanding that were not included in the diluted earnings per share calculation because the effect would have been
antidilutive.

Additionally, the effect of the convertible debt and the related adjustment for interest is excluded from the diluted earnings per
share calculation for the third quarter of fiscal 2004 and the three quarters ended May 5, 2004 because the effect would have
been antidilutive.

For the three quarters ended May 5, 2004, diluted earnings per share equaled basic earnings per share, since potentially dilutive
securities are antidilutive in loss periods.

The components of basic and diluted earnings per share are as follows:

Quarter Ended Three Quarters Ended
May 4, May 5, May 4, May 5,
2005 2004 2005 2004
(Restated, (Restated,
see Note 2) see Note 2)
(84 days) (84 days) (252 days) (252 days)

(In thousands)

Net income (loss) $ 3,704 $ 375 $ 5,308 $ (8,986)
Adjustment for interest on convertible

debt 253 - 489 -

Net income (loss), as adjusted $ 3,957 $ 375 $ 5,797 $ (8,986)
Basic weighted average shares

outstanding 22,632 22,470 22,578 22,470

Dilutive effect of stock options 777 122 780 -

Dilutive effect of convertible debt 3,226 - 3,226 -

Dilutive effect of phantom stock 30 60 49 -

Dilutive effect of restricted stock 6 - 2 -

Diluted weighted average shares

outstanding 26,671 22,652 26,635 22,470

Basic earnings (loss) per share $ 0.16 $ 0.02 $ 023 $ (0.40)
Diluted earnings (loss) per share $ 015 $ 0.02 $ 022 $ (0.40)

Item 2. Management's Discussion and Analysis of Financial Condition and Results of
Operations

Management's discussion and analysis of financial conditions and results of operations should be read in conjunction with the
consolidated financial statements and footnotes for the third quarter fiscal 2005 ended May 4, 2005, and the audited financial
statements filed on Form 10-K/A for the 2004 fiscal year ended August 25, 2004,

Restatement of Financial Statements

As previously reported, in March 2005 the Company completed a review of its historical lease accounting methods to
determine whether these methods were in accordance with the views expressed by the Office of the Chief Accountant of the
Securities and Exchange Commission ("SEC") on February 7, 2005 in a letter to the American Institute of Certified Public
Accountants and other recent interpretations regarding certain operating lease accounting issues and their application under
U.S. Generally Accepted Accounting Principles ("GAAP"). As a result of its review, the Company determined that its
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historical methods of accounting for scheduled rent increases, and of determining lives used in the calculation of depreciation
of leasehold improvements for certain leased properties, were not in accordance with GAAP.

The Company historically recognized scheduled rent increases as they occurred over the lease term. The Company annually
reviewed its lease accounting expense calculations to determine whether the amounts calculated were materially in accordance
with GAAP. However, under current interpretations of GAAP, the Company determined that the lease term used in calculating
straight-line rent expense should commence on the date the Company takes possession of the leased space, which is generally
six months prior to a store's opening date. Additionally, the Company determined that rent expense should be recorded on a
straight-line basis over lease periods that are consistent with or greater than the number of periods over which depreciation of
leasehold improvements is recorded. Historically, the life used for rent expense purposes in some instances was shorter than
the life used for depreciation purposes.

See Note 2 to the consolidated financial statements for summaries of the effects of these accounting corrections on the
consolidated statements of operations and cash flows for each of the periods ended May 5, 2004. The accompanying
Management's Discussion and Analysis incorporates the effects of these corrections.

Reclassification

Certain accounts and prior period results have been reclassified to provide a more meaningful comparability to the Company's
current information. Prior period results have been reclassified to show the retroactive effect of discontinued operations per
the new business plan. As stores are closed in the future and presented in discontinued operations, quarterly and annual
financial amounts, where applicable, will be reclassified for further comparability.

Accounting Periods

The Company's fiscal year ends on the last Wednesday in August. As such, each fiscal year normally consists of 13 four-week
periods, accounting for 364 days. Because the Company’s normal 364-day fiscal year is not aligned with the number of days
in each calendar year, occasionally the last Wednesday in August occurs five weeks after the end of the prior period. As is the
case with fiscal year 2005, this results in a fiscal year consisting of 12 four-week periods and one five-week period (371 days).
Comparability between accounting periods is affected by varying lengths of the periods, as well as the seasonality associated
with the restaurant business.

Overview

As of June 1, 2005, the Company operated 133 restaurants under the name "Luby's." These establishments are located in close
proximity to retail centers, business developments, and residential areas throughout five states, Texas, Arizona, Arkansas,
Louisiana and Oklahoma. Of the 133 restaurants, 94 are at locations owned by the Company and 39 are on leased
premises. Two of the restaurants primarily serve seafood, three are full-time buffets, nine are cafeteria-style restaurants with
all-you-can-eat options, and 119 are traditional cafeterias.

Same-Store Sales

The Company's same-store sales calculation measures the relative performance of a certain group of restaurants. Specifically,
to qualify for inclusion in this group, a store must have been in operation for 18 consecutive accounting periods. Although
management believes this approach leads to more effective year-over-year comparisons, neither the time frame nor the exact
practice may be similar to those used by other restaurant companies.

The following shows the same-store sales change for comparative historical quarters:

Fiscal 2005 Fiscal 2004
Q3 Q2 Ql Q4 Q3 Q2 Ql
6.5% 5.6% 4.2% 38% 48% 13% (22)%

In fiscal 2004, the Company chose a strategy based on offering bundled combination meals in lieu of all-you-can-eat
promotions offered in fiscal 2003. The strategic change began to show positive results in the second quarter of fiscal 2004 and
continued through the second quarter of fiscal 2005. Additionally, the Company's holiday promotions, which included a focus
on Thanksgiving and Christmas in the second quarter and an emphasis on the entire Lenten season in the third quarter, were
critical in positively improving the Company's same-store sales performance.

In addition to those described earlier, the Company has a number of programs in place intended to grow total and same-store
sales, while prudently managing costs and increasing overall profitability:
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- Food excellence;

- Labor efficiency and cost control,

- Increased emphasis on value, including combination meals;

- Increased emphasis on employee training and development;

- Targeted marketing, especially directed at families;

- Increased emphasis on customer service and guest relations;

- Increased emphasis on in-house safety training, accident prevention, and claims management; and
- New product development.

The Company is constantly seeking additional opportunities to lower costs and increase sales. Notwithstanding the positive
results of the most recent six quarters, consistent future declines in same-store sales could cause a reduction in operating cash
flow. If severe declines in cash flows were to develop in the future, there could be an event of default under the Company's
line of credit. As a possible result, the lenders may choose to accelerate the maturity of any outstanding obligation and pursue
foreclosure on assets pledged as collateral.

RESULTS OF OPERATIONS

Third quarter of fiscal 2005 ended May 4, 2005 compared to the third quarter of fiscal 2004 ended May 5, 2004
Sales increased approximately $4.7 million, or 6.5%, in the third quarter of fiscal 2005 compared to the same quarter of fiscal
2004. This improvement was attributable to an increase in comparable same-store sales for the Company’s currently operating
units. One unit was closed during the third quarter of fiscal 2005 as part of the business plan and consequently sales for this
unit have been reclassified to discontinued operations.

Food costs increased $1.1 million in the third quarter of fiscal 2005 compared with the same quarter in fiscal 2004. As a
percentage of sales this represented a decrease of 0.2%. This improvement was the result of the Company’s ability to offset
higher commodity prices for beef, poultry and dairy by promoting combination meals with favorable cost structures.

Payroll and related costs increased $108,000 in the third quarter of fiscal 2005 compared with the same quarter in fiscal 2004.
As a percentage of sales this represented a decrease of 1.5% in the third quarter of fiscal 2005 compared with same quarter of
fiscal 2004. This improvement was the result of enhanced productivity due to higher sales and effective labor deployment.

Other operating expenses increased by $1.2 million in the third quarter of fiscal 2005 compared with the same quarter of fiscal
2004. As a percentage of sales this represented an increase of 0.2%. This increase was driven primarily by higher advertising
costs associated with the Company’s television marketing campaign, higher credit card fees, increased utility costs due to
rising natural gas prices, and higher store management compensation expense due to increased incentive pay.

Depreciation and amortization expense decreased by approximately $280,000 in the third quarter of fiscal 2005 compared with
the same quarter in fiscal 2004 as a result of a reduction in the depreciable base of the Company’s property, plant and
equipment.

General and administrative expenses increased by approximately $122,000 in the third quarter of fiscal 2005 compared with
the same quarter in fiscal 2004. This increase was largely due to higher professional fees relating to Sarbanes Oxley
compliance and other accounting related services.

The provision for asset impairments and restaurant closings decreased by approximately $202,000 in the third quarter of fiscal
2005 compared to the same quarter in fiscal 2004. No impairments were taken during the third quarter of fiscal 2005 and a
gain of approximately $367,000 was recognized on the sale of the Company’s former corporate headquarters.

Interest expense decreased $1.3 million in the third quarter of fiscal 2005 compared to the same quarter of fiscal 2004. as a
result of the Company’s considerable reduction in outstanding debt and lower interest rates following the prior year’s
refinancing.

Other income increased by $60,000 in the third quarter of 2005 compared to the same quarter of fiscal 2004 due to higher sales
tax discounts received.

During the third quarter of fiscal 2005, the Company incurred costs of approximately $75,000 related to the relocation of its
headquarters. No such costs were incurred during the comparable period in 2004.
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Since fiscal year 2002, no income tax benefits have been recognized because the realization of loss carryforward utilization is
uncertain. (See Note 5 of the Notes to Consolidated Financial Statements.)

The loss from discontinued operations, which relates to stores closed under the Company’s business plan, increased by
$114,000 in the third quarter of fiscal 2005 compared with the same quarter in fiscal 2004. This was principally due to the
write off of $1.1 million in deferred financing costs. The gains and loss impairments recorded in this category relate to
properties closed after the Company's implementation of FAS 144,

Three Quarters ended May 4, 2005 compared to the three quarters ended May 5, 2004

Sales increased approximately $11.5 million, or 5.6%, for the first three quarters of fiscal 2005 compared to the same three
quarters of fiscal 2004. This improvement was attributable to an increase in comparable same-store sales for the Company’s
currently operating units. The only units closed during the first three quarters of fiscal 2005 were included in the business plan
and consequently sales for these units have been reclassified to discontinued operations.

Food costs increased $3.7 million in the first three quarters of fiscal 2005 compared with the same three quarters of fiscal
2004. As a percentage of sales, food costs increased from 26.8% to 27.1%, primarily because of higher commaodity prices for,
beef, pork, chicken and produce. During the second and third quarters of fiscal year 2005, the Company promoted
combination meals with favorable cost structures, which partially offset the impact of higher commodity prices.

Store-level hourly payroll and related costs decreased $320,000 compared with the prior year fiscal period. As a percentage of
sales, these costs decreased from 27.4%, to 25.8%, in the first three quarters of fiscal 2005 compared with the same three
quarters of fiscal 2004. The Company benefited from lower worker injury claims expenses and enhanced productivity during
fiscal 2005.

Other operating expenses increased by $4.6 million, or 7.2%, for the first three quarters of fiscal 2005 compared to the same
three quarters of fiscal 2004. As a percentage of sales this equates to an increase of 0.5%, driven predominantly by higher
advertising costs associated with the Company’s television marketing campaign, increased store management compensation
expense and higher utilities expenses caused by rising natural gas prices.

Depreciation and amortization expense decreased by approximately $823,000, or 7.2%, in the first three quarters of fiscal 2005
compared with the same three quarters of fiscal 2004 due to a reduction in the depreciable base of the Company’s property,
plant and equipment.

General and administrative expenses decreased by approximately $807,000, or 5.8%, in the first three quarters of fiscal 2005
compared with the same three quarters of fiscal 2004. During the prior year period, the Company incurred substantial
consulting fees associated with its debt refinancing. Compensation expense also declined, as stock option expense was fully
recognized in previous periods.

The provision for asset impairments and restaurant closings decreased by approximately $852,000, in the first three quarters of
fiscal 2005 compared with the same three quarters of fiscal 2004. No impairments have been taken for currently operating
units in fiscal 2005 and the Company recognized a gain of approximately $367,000 in the third quarter of fiscal 2005 on the
sale of its former corporate headquarters.

Interest expense decreased $4.0 million, or 62.2%, in the first three quarters of fiscal 2005 compared with the same three
quarters of fiscal 2004 as a result of the Company’s considerable reduction in outstanding debt and lower interest rates
following the prior year’s refinancing.

Other income decreased by approximately $243,000 in the first three quarters of fiscal 2005 compared with the same three
quarters of fiscal 2004 primarily due to lower rental income.

During the first three quarters of 2005, the Company incurred costs of approximately $655,000 related to the relocation of its
headquarters. No such costs were incurred during the comparable period in 2004.

Since fiscal year 2002, no income tax benefits have been recognized because the realization of loss carry forward utilization is
uncertain. (See Note 4 of the Notes to Consolidated Financial Statements.)

The loss from discontinued operations, which relates to stores closed under the Company’s business plan, decreased by $5.1
million in the first three quarters of fiscal 2005 compared with the same three quarters of fiscal 2004 principally due to
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substantial impairments taken in fiscal 2004. During the third quarter of 2005, the Company wrote off $1.1 million of deferred
financing costs following the Companys pay down of its term loan. This and other losses associated with discontinued
operations in fiscal 2005 were largely offset by $2.0 million in gains recognized on the sale of related properties. The gains
and loss impairments recorded in this category relate to properties closed after the Company's implementation of FAS 144,

EBITDA

The Company's operating performance is evaluated using several measures. One of those measures, EBITDA, is a non-GAAP
financial measure that is derived from the Company's Income (Loss) From Operations which is a GAAP
measurement. EBITDA has historically been used by the Company's lenders to measure compliance with certain financial debt
covenants. The Company's line of credit defines EBITDA as the consolidated income (loss) from operations set forth in the
Company's consolidated statements of operations before depreciation, amortization, other noncash expenses, interest expense,
taxes, noncash income and extraordinary gains or losses, and other nonrecurring items of income or expense as approved by
the required lenders.

EBITDA is the denominator used in determining all of the financial covenant ratios that are measured against predefined limits
for compliance under the Company’s line of credit. (See Note 7 to the Company’s consolidated financial statements).
Noncompliance with any of the financial covenants would constitute an event of default under the Company’s line of credit,
requiring the Company to obtain a waiver or replacement financing to repay amounts owed under these agreements and to
meet future working capital requirements. Management believes that such replacement financing would be available and that
the cost of such financing would not have a significant effect on the Company’s liquidity or results of operations.

The Company believes that EBITDA provides a meaningful measure of liquidity, providing additional information regarding
the Company's cash earnings from ongoing operations and the Company's ability to service its long-term debt and other fixed
obligations.

EBITDA increased $2.0 million in the third quarter of fiscal 2005 compared to the third quarter of fiscal 2004, due to the
reasons discussed in the Results of Operations section above. EBITDA increased $3.6 million for the first three quarters of
fiscal 2005 compared with the first three quarters of fiscal 2004.

The following table reconciles the Company's non-GAAP financial measure, EBITDA, with Income (loss) from Operations,
prepared in accordance with GAAP.

Quarter Ended Three Quarters Ended
May 4, May 5, May 4, May 5,
2005 2004 2005 2004
(Restated, (Restated,
see Note 2) see Note 2)
(84 days) (84 days) (168 days) (168 days)

(In thousands)
Income from operations $ 6,623 $ 4,527 $ 10,390 $ 5,001
Plus excluded items:
Provision for (reversal of) asset impairments and

restaurant closings (367) (569) (396) 456
Relocation and voluntary severance costs 75 - 655 -
Depreciation and amortization 3,425 3,707 10,602 11,425
Noncash executive compensation expense - 91 - 679
EBITDA $ 9,756 $ 7,756 $ 21,251 $ 17,561

As noted previously, prior year amounts have been reclassified to conform to the current year presentation, including the
applicable reclassifications of store activity discontinued in accordance with the implementation of the business plan. While
the Company and many in the financial community consider EBITDA to be an important measure of operating performance, it
should be considered in addition to, but not as a substitute for or superior to, other measures of financial performance prepared
in accordance with U.S. generally accepted accounting principles, such as operating income, net income and cash flows from
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operating activities. In addition, the Company's definition of EBITDA is not necessarily comparable to similarly titled
measures reported by other companies.

LIQUIDITY AND CAPITAL RESOURCES

On April 1, 2005, the Company completely repaid and terminated its term loan facility. The Company had reduced the
outstanding principal balance of its term loan from the fiscal 2004 year-end balance of $23.5 million through proceeds
received on the sale of properties. The amount of the final repayment amount was $10.4 million and was funded by an $8
million draw down on the Company’s revolving line of credit, cash generated from operations and proceeds from the disposal
of properties held for sale.

At May 4, 2005, the Company’s outstanding balance under the line of credit was $29.8 million. This balance reflects an
increase of $1.8 million from the fiscal 2004 year end balance of $28.0 million. Of the $50 million total commitment under
the line of credit, $20.2 million was available to the Company at May 4, 2005. The increase in the line of credit is attributable
to a $4.0 million draw down at the beginning of February 2005 to fund over $5.2 million in annual property taxes, and an $8.0
million draw down at the beginning of April 2005 to fund the termination of the term loan facility. These draw downs were
offset by cash generated by operations. In total, the Company has reduced its senior debt by $21.7 million since August 25,
2004.

The Company had a working capital deficit of $19.6 million as of May 4, 2005, improving $4.4 million from the $24.0 million
deficit as of August 25, 2004. Over this period, cash and cash equivalents increased by approximately $2.7 million. The
improvement in liquidity resulted primarily from cash generated by operations, net of capital expenditures and debt interest
costs. The Company's future working capital requirements are expected to be met through cash flows from operations and the
available line of credit.

Capital expenditures for the first three quarters of fiscal year 2005 were $5.5 million. Consistent with prior periods, the
Company used most of its capital funds to maintain its investment in existing operating units. Based on the business plan, the
Company expects to fund all capital expenditures in fiscal 2005 using cash flows from operations and is permitted to spend a
total of approximately $12.0 million to $14.0 million on capital expenditures in fiscal 2005 under the line of credit agreement.

The Company is not aware of any other event or trend that would potentially affect its liquidity. In the event such a trend
develops, the Company believes that there are sufficient funds available under its credit facilities and from its internal cash
generating capabilities to adequately manage the capital requirements of its business for the foreseeable future.

CRITICAL ACCOUNTING POLICIES

The Company prepares consolidated financial statements in accordance with US generally accepted accounting principles. .
The preparation of these financial statements requires us to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements, and reported
amounts of sales and expenses during the reporting period. Actual results could differ from those estimates.

Critical accounting policies are those that management believes are the most important to the portrayal of our financial
condition and operating results, and require management’s most difficult, subjective or complex judgments, often due to the
necessity to make estimates about matters that are inherently uncertain.

Self-Insurance Accruals

The Company self-insures a significant portion of risks and associated liabilities under its employee injury, workers
compensation and general liability programs. The Company maintains insurance coverage with third party carriers to limit its
per-occurrence claim exposure. Accrued liabilities have been recorded based upon analysis of historical data and actuarial
estimates, and is reviewed by the Company on a quarterly basis to ensure that the liability is appropriate.

Actual workers' compensation and employee injury claims expense may differ from estimated loss provisions. The Company
cannot make any assurances as to the ultimate level of claims under the in-house safety program or whether declines in
incidence of claims as well as claims costs experienced under the program will continue in future periods.

The Company may be the subject of claims or litigation from guests and employees alleging injuries as a result of its

operations. In addition, unfavorable publicity from such allegations could have an adverse impact on financial results,
regardless of their validity or ultimate outcome.
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Impairment of Long Lived Assets

Statement of Financial Accounting Standards (SFAS) No. 144 requires the Company to review long-lived assets for
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. The Company considers a history of operating losses or negative cash flows and unfavorable changes in market
conditions to be its main indicators of potential impairment in accordance with Company guidelines. Assets are generally
evaluated for impairment at the restaurant level. Management periodically reviews the financial performance of each store for
indicators of impairment or indicators that closure would be appropriate. Where indicators are present, such as three full fiscal
years of negative cash flows or other unfavorable market conditions, the carrying values of assets are written down to the
estimated future discounted cash flows or fully written off in the case of negative cash flows anticipated in the
future. Estimated future cash flows are based upon regression analyses generated from similar restaurant companies,
discounted at the Company's weighted-average cost of capital.

Income Taxes

Deferred income taxes are computed using the liability method. Under this method, deferred tax assets and liabilities are
determined based on differences between financial reporting and tax bases of assets and liabilities (temporary differences) and
are measured using the enacted tax rates and laws that will be in effect when the differences are expected to
reverse. Cumulative net tax benefits for book purposes are netted against a valuation allowance because loss carrybacks were
exhausted with the fiscal 2002 tax filing, making the realization of loss carryfowards uncertain.

Management makes judgments as to the interpretation of the tax laws that might be challenged upon an audit and cause
changes to previous estimates of tax liability. In management's opinion, adequate provisions for income taxes have been made
for all years. Historically, the Company has been periodically reviewed by the Internal Revenue Service. The Company is
currently under review for the 2002, 2001, and 2000 fiscal years.

NEW ACCOUNTING PRONOUNCEMENTS

FASB Statement 123 (Revision 2004), “Share-Based Payment,” was issued in December 2004 and is effective for reporting
periods beginning after June 15, 2005. The new statement requires all share-based payments to employees to be recognized in
the financial statements based on their fair values. The Company currently accounts for its share-based payments to
employees under the intrinsic value method of accounting set forth in Accounting Principles Board Opinion No. 25,
“Accounting for Stock Issues to Employees.” Additionally, the Company complies with the stock-based employer
compensation disclosure requirements of SFAS No. 148, “Accounting for Stock-Based Compensation — Transition and
Disclosure, an amendment of FASB Statement No. 123.” (See Item 1, “Notes to Consolidated Financial Statements, Note
11.”) The Company plans to adopt the new statement in its next fiscal year, beginning September 1, 2005.

FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains statements that are "forward-looking statements" within the meaning of Section
27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Act of 1933, as amended. All statements
contained in this Form 10-Q, other than statements of historical facts, are "forward-looking statements” for purposes of these
provisions, including any statements regarding:

e the Company's future operating results;

e the Company's future capital expenditures;

e reducing the Company's debt, including the Company's liquidity and the sources and availability of funds to
reduce its debt;

o future sales of the Company's assets and the gains or losses that the Company may recognize as a result of any
such sales; and

e the Company's continued compliance with the terms of its credit facility, term loan and subordinated notes.

In some cases, you can identify these statements by forward-looking words such as "anticipate,” "believe,” "could," estimate,"
"expect,” "intend," "outlook," "may," "should," "will" and "would" or similar words. Forward-looking statements are based on
certain assumptions and analyses made by the Company's management in light of their experience and perception of historical
trends, current conditions, expected future developments and other factors they believe are relevant. Although management
believes that their assumptions are reasonable based on information currently available, those assumptions are subject to
significant risks and uncertainties, many of which are outside of the Company's control. The following factors, as well as any

other cautionary language in this Form 10-Q, provide examples of risks, uncertainties and events that may cause the
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Company's actual financial and operational results to differ materially from the expectations describes in the Company's
forward-looking statements:

e general business and economic conditions;

e the impact of competition;

o the success of the Company's operating initiatives;

e fluctuations in the costs of commodities, including beef, poultry, seafood, dairy, cheese and produce;

e increases in utility costs, including the costs of natural gas and other energy supplies;

e changes in the availability and cost of labor;

o the seasonality of the Company's business;

e changes in governmental regulations, including changes in minimum wages;

e the affects of inflation;

e the availability of credit;

¢ unfavorable publicity relating to the Company's operations, including publicity concerning food quality, illness or
other health concerns or labor relations; and

e the continued service of key management personnel.

Each forward-looking statement speaks only as of the date of this Form 10-Q, and the Company undertakes no obligation to
publicly update or revise any forward-looking statements, whether as a result of new information, future events or otherwise.
You should be aware that the occurrence of the events described above and elsewhere in this Form 10-Q could have material
adverse effect on the Company's business, results of operations, cash flows and financial condition.

Inflation

The Company's policy is to maintain stable menu prices without regard to seasonal variations in food costs. General increases
in costs of food, wages, supplies, and services make it necessary for the Company to increase its menu prices from time to
time. To the extent prevailing market conditions allow, the Company intends to adjust menu prices to maintain profit
margins.

Minimum Wage and Labor Costs

From time to time, the U.S. Congress considers an increase in the federal minimum wage. The restaurant industry is intensely
competitive, and in such case, the Company may not be able to transfer all of the resulting increases in operating costs to its
guests in the form of price increases. In addition, since the Company's business is labor-intensive, shortages in the labor pool
or other inflationary pressure could increase labor costs.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

The Company is exposed to market risk from changes in interest rates affecting its variable-rate debt. As of May 4, 2005,
$39.8 million, the total amount of debt subject to interest rate fluctuations, was outstanding under its senior debt and
subordinated notes. Assuming a consistent level of debt, a 1% change in interest rates effective from the beginning of the
fiscal year would result in an increase or decrease in annual interest expense of approximately $398,000.

Although the Company is not currently using interest rate swaps, it has previously used and may in the future use these
instruments to manage cash flow risk on a portion of its variable-rate debt.

Item 4. Controls and Procedures

Evaluation of Disclosure Control and Procedures

The Company's management, under the supervision and with the participation of the Company's Chief Executive Officer and
Chief Financial Officer, has evaluated the effectiveness of the Company's disclosure controls and procedures (as such term is
defined in Rule 13a-15(e) under the Securities Exchange Act of 1934, as amended (the "Exchange Act")) as of May 4, 2005.
Based on such evaluation, the Company's Chief Executive Officer and Chief Financial Officer have concluded that, as of May
4, 2005, the Company's disclosure controls and procedures were effective in recording, processing, summarizing and reporting
information required to be disclosed by the Company in the reports that it files or submits under the Exchange Act within the
time periods specified in the SEC's rules and forms.

Changes in Internal Control over Financial Reporting
As previously reports and described in Note 2, "Restatement of Financial Statements," in the Notes to Consolidated Financial
Statements included in Item 1 of this Report, the Company completed a review in March 2005 of its historical lease accounting
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methods to determine whether these methods were in accordance with the views expressed by the Office of the Chief
Accountant of the SEC on February 7, 2005 in a letter to the American Institute of Certified Public Accountants and other
recent interpretations regarding certain operating lease accounting issues and their application under GAAP. As a result of its
review, like many other retail and restaurant companies, the Company determined that its historical methods of accounting for
scheduled rent increases, and of determining lives used in the calculation of depreciation of leasehold improvements for certain
leased properties, were not in accordance with GAAP. As a result, the Company restated its previously issued unaudited
consolidated financial statements for the first quarter of fiscal year 2005 and its audited consolidated financial statements for
the fiscal years 2004, 2003 and 2002 and made certain changes in its internal controls relating to its method of accounting for
rent expense and determining lives used in the calculation of leasehold improvements.

Except as discussed above, there were no changes in the Company's internal control over financial reporting during the quarter

ended May 4, 2005 that have materially affected, or are reasonably likely to materially affect, the Company's internal control
over financial reporting.

Part 1l - OTHER INFORMATION

Item 6. Exhibits

The following exhibits are filed as a part of this Report:

31.1 Rule 13a-14(a)/15d-14(a) certification of the Principal Executive Officer pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

31.2 Rule 13a-14(a)/15d-14(a) certification of the Principal Financial Officer pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

32.1 Section 1350 certification of the Principal Executive Officer pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.

32.2  Section 1350 certification of the Principal Financial Officer pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on
its behalf by the undersigned thereunto duly authorized.

LUBY'S, INC.
(Registrant)

Date: June 10, 2005 By: /s/Christopher J. Pappas

Christopher J. Pappas
President and
Chief Executive Officer

Date: June 10, 2005 By: /s/Ernest Pekmezaris

Ernest Pekmezaris
Senior Vice President and
Chief Financial Officer
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