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Solid Performance

Many things contributed to our solid operating

performance in fiscal year 2001. In particular:

* Sales up 15.8% on a 52 week basis.

* Earnings improvement — EPS up 23% on a proforma
basis (assumes IPO effective February 3, 2001).

* Expansion strategy with 23% growth in retail space
in 2001 from 5 new stores and 9 new leases executed
for 2002.

* Continued improvement in working capital as a

percent of sales.

Innovative Strategy

Why and how has Galyan's been able to achieve its
success? Galyan's is pioneering a unique, new retail
concept. Galyan’s is not just a sporting goods store.

We are an active lifestyle retailer. We present ourselves
as a collection of 40 specialty departments under one
roof — outdoor, casual, athletics and sports, including
equipment, footwear and apparel for men, women, and

children. So unlike some retailers that appeal to just the

outdoor enthusiast or the sports fanatic, we markert to
people of all age groups, with a particular focus on
family-relaced activities. This allows us broad-based
category dominance in the eyes of the customer.

Galyan’s stores are unique. With an innovative
and appealing environment that’s big and open — our
prototype stores are generally berween 80,000 and 100,000
square feet. All stores are customer-focused, with unique
areas in the stores thart invite customer interaction. A
climbing wall, for example, is the hallmark of virtually
every store we build, making it possible for customers
of all ages and levels of ability to safely experience the
thrill of rock climbing.

Galyan’s unique concept is further amplified by
2 headquarters approach to merchandising. We know
of no other sports or outdoor retailer that offers both
the breadth of categories, and the depth of assortment
Galyan’s does. In addition, our “brand tiering” allows
us to provide a range of brands for every level of interest
and budget.

It’s been our experience that when Galyan’s enters
a market, we become a competitive force. Effective

marketing and advertising further promotes interest,

builds store traffic and increases sales activity. When a
customer enters Galyan’s for the first time, it’s not unusual
1o hear a “Wow!” because Galyan’s is truly an experience
that engages the customer. One that offers the rush of
the big, open environment. The fun of finding clothes,
footwear, and equipment for virtually all their favorice
outdoor or athletic activities under one roof. All ar great
everyday value prices.

We deliver what customers want at prices that
are always competitive with the marker. And we reward
customer loyalty with our Preferred Customer Program
(PCP), which provides special promotional opportunities

for repeat visits by our loyal card-carrying customers.

Powerful Teamwork

Galyan'’s success is the result of the collaborative efforts
of our team. Galyan’s employees are passionate about
what they do. Our product managers are functionally
accountable for executing merchandising strategy at the
store level. Our store employees live what they sell —
with most being active enthusiasts in the sport or

activity they represent. And our management team

is comprised of some of the best and brightest in their
fields. People with 2 common vision for the company’s
future, and the discipline to achieve it. I would
personally like to thank our team of Galyan’s employees
for their contribution to our continued grow‘th.

In conclusion, I am very pleased and proud to be a
part of Galyan’s recent past and present, and look forward
to leading the company into the future. We will continue
1o be:

* Big — with our large store format and our collection of
40 specialty departments.

* Bold - as exemplified by our headquarters approach
to merchandising, and our dramatic store environment.

* Growing — with new stores in new and existing
markets, developing new customer relationships and

new profit opportunities.

There’s nothing else like it. Experience Galyan’s.

/f,u K/éy/

Robert B. Mang
Chairman and Chief Executive Officer
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Store Differentiation

Galyan’s recognizes that people have differenc passions —
whether it’s enjoying the great outdoors, staying fit,
playing sports or simply dressing well. Then Galyan’s
fulfills these passions by providing a shopping experience
thart offers outdoor, athletic and sports equipment, apparel
and footwear, as well as casual wear — 40 specialty
departments in one huge 80,000 — 100,000-square-foot
store, As a result Galyan’s has broad appeal. Active
families, casual consumers, weekend warriors as well as

the serious sports enthusiasts shop at Galyan’s.

Breadth and Depth
of Merchandising

Galyan's covers a broad range of activities. Major

departments include hunting, fishing, warer sports,
board sports, camping, extreme sports, golf, fitness,
team sports, family sports, athletics, casual apparel,

licensed apparel, and accessories. Of course, Galyan’s

offers seasonal merchandise like boating and skiing, too.

We emphasize top brands, a strategy similar to
what other “category killers” have done with great success.
And it’s a strategy thar’s establishing Galyan’s as a retailing
giant. Top-selling brands include Nike, Columbia, adidas,
New Balance, and Galyan’s Brand.

Marketing
Galyan’s offers everyday fair pricing that’s always
market-competitive. Galyan's reaches its customers

through targeted television, radio, and direct mail efforts.

Galyan'’s customer loyalty
program builds shopping
Jfrequency by rewarding

significant purchasing activity,

Whar gives Galyan's the ‘wow factor”
big stores (from 80 - 100,000 square
Jeet), huge breadth and depth of
merchandise {90,000 itemns), and
helpful and informed sales associazes.

The centerpiece of Galyan's marketing campaign is

Then, Galyan’s goes deep — with a wide range of

equipment, apparel, and accessories in each category —  a magazine-style newspaper insert, which emphasizes

more than 90,000 items for men, women, and children. the attractiveness of the active lifestyle and presents a
In fact, Galyans purchases merchandise from over broad range of products. These newspaper inserts are

1,100 vendors.

Brand Tiering

Then Galyan’s takes it up a notch by introducing brand

supplemented with targeted radio advertising in all
markets, and seasonal television advertising in selected
markets, Galyan’s also offers a Preferred Customer
Program™ which builds customer loyalty and frequency
tiering. For every product category, Galyan’s offers a range by rewarding significant purchasing activity, and makes
of brands ar different price points to attract shoppers at it possible to target mailings by user interests.

every income, interest, and skill level.







In sports, ir’s al about teamwork Same for Galyans

' Departments are staffed and managed under a team




Galyan's continues to grow with seven
R additional new leases executed for 2002,

i 2 b B e such as this planned new store in
= e

308 B Okemos, Lansing, Michigan.
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