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To Our Shareholders:

| am pleased to report that your company made significant progress in 2003 cn many fronts, the most important
of which was the return to profitability. Our team successfully implemented strategic changes to the Company’s
business model that resulted in a much-improved balance sheet and a net profit of $2.6 million, or $.44 per share.

At the core of these strategic changes is the ongoing transformation of LaCrosse Footwear, Inc. from a
manufacturing and distribution oriented company to a product development, marketing and sourcing business.
Over the past three years, much of our energy has been devoted to executing basic business fundamentals:
margin growth, inventory controls, debt and expense reduction, consolidation of operations, elimination of
under-performing product lines and the re-focusing of our brands.

We are now focused on profitable sales and earnings growth in the upcoming years, which we believe will come
from three key drivers:

Innovative Products: The ever-increasing proliferation of competitive products and brands makes innovation
and product differentiation an absolute necessity. The Company’s product development team added several new
and unique products in 2003 that have received positive responses from dealers, distributors and consumers.
The Alpha footwear platform added significant incremental sales to the LaCrosse retail division in 2003, and we
intend to use this platform in new product categories in the future. The LaCrosse Safety & Industrial division
added several styles of footwear and apparel, including two new FireTech™ structural firefighting boots. Finally,
the Danner division continued to expand its product assortment, particularly in the uniform and duty markets.

Compelling Marketing: Effectively communicating compelling brand and product messages continues to be

a central focus of our marketing efforts. In 2003, LaCrosse launched a new brand platform which follows in the
tradition of the Company’s outdoor heritage and products. Additionally, LaCrosse Alpha sporting boots received
extensive press coverage in hunting publications and garnered much attention within the industry. While we

are pleased with the Alpha product launch, we will continue to drive the LaCrosse brand penetration going
forward. LaCrosse Safety & Industrial marketing activities centered on revising the division’s marketing materials
and developing marketing partnerships with key customers Danner focused on growing geographic market
penetration, devoting new resources to the uniform and duty market segment, while maintaining a strong

. presence in the sporting market. ’

Superior Customer Support: Competing on the basis of superior products and marketing support is simply
not enough in today’s business environment. One of the Company’s key points of differentiation is our customer
support tools and systems. An example of this is our Qutpost business-to-business website, which provides
real-time information on customer order status, inventory availability and other critical data. Customers have
responded by regularly utilizing the system to better manage their businesses.

In closing, we are proud of the accomplishments of 2003 and optimistic that we can continue the positive
momentum. | would like to personally thank all of the employees and partners who have worked together

to return the Company te profitability. In the upcoming years, we will be focused on achieving sustainable
year-round growth, enhanced brand awareness and superior financial results for our shareholders, employees,
customers and suppliers.

Sincerely, ‘
Joseph P. Schneider

President and Chief
Executive Officer
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PART 1

Ttem 1. Business

b ENTS

Unless the context requires otherwise, references in this Annual Report to “we,” “us” or “our”

refer collectively to LaCrosse Footwear, Inc. and its subsidiaries.
General

LaCrosse Footwear, Inc. (“LaCrosse” or the “Company”) is a leader in the design, development,
marketing and manufacturing of premium quality protective footwear and clothing for the
sporting and outdoor, farm and agriculture, general utility and occupational markets. The
Company markets its products primarily under the LACROSSE®, RAINFAIR®, and DANNER®
brands through selected distributors and independent representatives. LaCrosse’s products are
characterized by innovative, functional design; durability; performance features; and quality
materials. Product styling is relatively unaffected by changing fashion trends.

Historically, LaCrosse has produced footwear primarily of rubber or vinyl, some of which
includes leather or fabric uppers. In March 1994, the Company acquired the business of Danner
Shoe Manufacturing Co. (“Danner”), a producer of premium quality leather footwear for the
sporting and occupational markets, which is sold primarily under the DANNER® brand.
Danner’s legal name was changed to Danner, Inc. during 2002. To broaden the base of business
in the protective clothing area, in May 1996, a 50%-owned subsidiary of the Company purchased
the assets of Rainfair, Inc. (“Rainfair”) of Racine, Wisconsin. Rainfair designs and markets
rainwear, footwear and other protective clothing generally for the occupational markets, which
are sold primarily under the RAINFAIR® brand. In January 1998, the Company acquired the
remaining 50% of Rainfair that it did not own, thereby making it a wholly owned subsidiary
(and, subsequently, Rainfair was merged into the Company). In October 2002, the Company
changed the name of its Rainfair division to LaCrosse Safety and Industrial. In 1997, the
Company acquired the LAKE OF THE WOODS® trade name. LAKE OF THE WOODS® was a
designer, manufacturer and marketer of branded leather footwear for both the outdoor and
occupational markets. From 1997 to 1999, the Company transitioned the LAKE OF THE
WOODS® product offerings to the LACROSSE® brand where leather boots have become a
significant product offering for the LACROSSE® brand.

The Company was incorporated in Wisconsin in 1983 but traces its history to 1897 when La
Crosse Rubber Mills Company was founded. Current management purchased LaCrosse’s
predecessor from the heirs of the founding family and other shareholders in 1982.

Strategy

The Company’s business strategy is to continue (i) to build, position and capitalize on the
strength of established brands, (ii) to develop innovative products and relevant technologies that
will differentiate its products, footwear and rainwear, (iii) to offer superior customer service and
(iv) to expand and enhance its strong distribution network of sales representatives and retail and
industrial customers.



Brand Positioning

Within the retail channels of distribution, the Company markets footwear and rainwear under the
well-established DANNER® and LACROSSE® brands. Each brand is positioned differently in
the marketplace to capitalize on differences in end user expectations for performance, price and
end-use. The DANNER® brand represents the highest level of performance, with a select line of
high quality, feature-driven leather footwear products at premium prices. The LACROSSE®
brand has a more extensive product line including rubber, vinyl and leather footwear, distributed
to a broad base of independent retailers.

The Company sells products through the safety and industrial distributor channel principally
under the LACROSSE® and RAINFAIR® brands. The brands are positioned as complementary,
with the LACROSSE® brand including a full performance range of rubber and vinyl footwear,
while the RAINFAIR® brand includes an extensive line of rainwear and protective clothing.

Products
The Company’s brand product offering includes these major categories:
Rubber/Vinyl Footwear

The Company’s rubber/vinyl footwear line is the most extensive of its product categories with
product offerings covering the sporting and outdoor and occupational markets. The Company
markets rubber/vinyl footwear mainly under the LACROSSE® brand. The product line ranges
from low cost vinyl-molded products to high performance, handcrafted rubber products directed
to specific recreational and occupational market niches.

In addition, the Company is a leader in rubber bottom, leather/fabric upper footwear for extreme
cold and other high performance applications. A rubber bottom boot with a leather or fabric
upper combines the waterproof qualities and flexibility of rubber footwear with the fit and
support of a laced leather boot.

Leather Footwear

The Company markets leather footwear under two brand names, DANNER® and LACROSSE®.
The DANNER® products consist of premium quality sporting, occupational and recreational
boots available in numerous styles, many of which feature the stitch-down manufacturing
process which provides outstanding support and built-in comfort for the owner. Danner was the
first footwear manufacturer to include a waterproof, breathable GORE-TEX® liner (seam taped
insert) in leather boots, and it continues to include that liner in over 90% of its products. The
LACROSSE® brand markets a line of indoor and outdoor work boots and hikers appealing to
consumers who desire durability and comfort.

Rainwear and Protective Clothing

Rainwear and footwear are complementary products in many occupational and outdoor
environments. LaCrosse Safety and Industrial offers a broad line of quality rainwear and
protective clothing appealing to those workers in utility, construction, chemical processing, and
other groups traditionally purchasing through industrial distributors. While most of the garments
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are developed for general workwear, a number are constructed for specific applications such as
acid and flame environments. Products bearing the RAINFAIR® brand are recognized in the
industry for their durability, quality and heritage. In recent years, the brand name has been
extended to include other protective garments such as aprons and extreme cold weather clothing.

LaCrosse also sells footwear accessories such as liners, wader suspenders and socks. During
2003, the Company offered approximately 500 styles of footwear and rainwear.

Product Design and Development

The Company’s product design and development ideas originate within the Company and
through communication with its customers and suppliers based upon perceived customer or
consumer needs or new technological developments in footwear, rainwear and materials.
Consumers, sales personnel and suppliers provide information to the Company’s marketing and
product development personnel during the concept, development and testing of new product.
New product needs generally can be related to functional or technical characteristics. The final
aesthetics of the product are determined by marketing and product development personnel, at
times in conjunction with outside design consultants. Once a product design is approved for
production, responsibility shifts to manufacturing or outside sourcing facilities for pattern
development and commercialization.

Customers, Sales and Distribution

The Company markets its brands and associated products through two separate channels of
distribution: retail and industrial.

Within the retail market, the LACROSSE® and DANNER® brands are marketed through
independent representative groups. For both brands, some of the independent agents are multi-
line representative groups and some are dedicated to the Company’s products. A national
account sales team complements the sales activities for the brands.

The Company’s industrial products are distributed through the LaCrosse Safety and Industrial
Division using independent representatives and a national account team.

The Company’s products are sold directly to more than 4,100 accounts, including sporting
goods/outdoor retailers, general merchandise and independent shoe stores, wholesalers, industrial
distributors, catalog operations and the United States government. The Company’s customer
base is also diversified as to size and location of customer and markets served. As a result, the
Company is less dependent upon a few customers. However, the recent trend of consolidating
retail and safety and industrial channels into regional, super regional, and national businesses is
having an effect of consolidating the customer base. As consolidation continues, dependency on
fewer, consolidated customers will increase.

The Company currently operates four Internet websites for use by consumers and customers.
The primary purpose of the three consumer-oriented websites at this time is to provide product
and Company information, and in the case of the DANNER® and LACROSSE® websites, to sell
product to consumers who choose to purchase direct from the manufacturer. The Company also
operates business-to-business websites, for the DANNER®, LaCrosse Safety and Industrial and
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LACROSSE® divisions that provide product ordering capability and critical information to
dealers about the status of pending orders, inventory levels, shipping and other data.

The Company operates two factory outlet stores whose primary purpose is disposal of slow-
moving merchandise and factory seconds. One of these stores is located at the manufacturing
facility in Portland, Oregon.

The Company also derives royalty income from Danner Japan Ltd., a Japanese joint venture in
which the Company has a 12% ownership interest. Danner Japan Ltd. distributes products in
Japan under the DANNER® brand that are manufactured by others overseas, and sells products
manufactured in the Portland, Oregon factory. These sales amounts are included in the category
of revenue of foreign countries in our annual report.

Advertising and Promotion

A majority of the Company’s marketing expenditures are for promotional materials, cooperative
advertising and point-of-sale advertising designed to assist dealers and distributors in the sale of
the Company’s products. The Company customizes advertising and marketing materials and
programs for each of its brands in each of its distribution channels, which allows it to emphasize
those features of its products that have special appeal to the applicable targeted consumer.

The Company advertises and promotes its products through a variety of methods including
national and regional print advertising, national television advertising, public relations, point-of-
sale displays, catalogs and packaging, product licensing agreements and sponsorships, out-of-
home advertising, online promotion, and through co-promotion with dealers.

Manufacturing and Sourcing

Traditionally, the Company manufactured the majority of its rubber, leather and vinyl products
in its United States manufacturing facilities. During the last decade, the quality and timeliness of
product provided by offshore sources have improved substantially. This has resulted in the
consumer shifting its allegiance from domestically produced product to product that offers the
best value regardless of origin of manufacture. The Company outsourced over 70% of the
product it sold in 2003 and 2002 and expects that number to increase over the next couple of
years.

The Company sources a majority of its footwear and protective clothing from a variety of foreign
manufacturing facilities, primarily located in the Asian-Pacific region. The Company has
established criteria for its third-party manufacturers in order to monitor product quality and labor
practices. Sources of capacity related to these products are available worldwide and management
has identified alternative sources for these products.

The raw materials used in production of the Company’s products are quality leather, crude
rubber and oil-based vinyl compounds for vinyl footwear and protective clothing products.
Since these products are all available on a global basis, the Company has no reason to believe
these raw materials will not continue to be available at competitive prices.

The Company, or its contract manufacturers, purchases GORE-TEX® waterproof fabric directly
from W.L. Gore and Associates (“Gore”), for both the LaCrosse and Danner footwear. Gore has
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traditionally been Danner’s single largest supplier, in terms of dollars spent on raw materials.
Approximately 90% of Danner’s footwear, in terms of number of styles offered, incorporate
GORE-TEX® waterproof fabric. Agreements with Gore may be terminated by either party upon
90 days written notice. The Company considers its relationship with Gore to be good. GORE-
TEX® is a registered trademark of W.L. Gore & Associates, Inc.

Backlog

At December 31, 2003, the Company had unfilled orders from its customers in the amount of
approximately $12.3 million compared to $8.0 million at December 31, 2002. The increase in
backlog is primarily the result of a $4.9 million Government Services Administration, “GSA”,
delivery order to supply boots to the U.S. military. All orders at December 31, 2003 are expected
to be filled during 2004. Because a major portion of the Company’s orders are placed in January
through June for delivery in June through November, the Company’s backlog is lowest during
the fourth quarter and peaks during the second quarter. Factors other than seasonality, such as
pending large national account orders or United States government orders, could have a
significant impact on the Company’s backlog. Therefore, backlog at any one point in time may
not be indicative of future results. Generally, orders may be cancelled by customers prior to
shipment without penalty. ‘

Competition

The various categories of the protective footwear, rainwear and protective clothing markets in
which the Company operates are highly competitive. The Company competes with numerous
other manufacturers, many of whom have substantially greater financial, distribution and
marketing resources than the Company. Because the Company has a broad product line, its
competition varies by product category. The Company has two to three major competitors in
most of its rubber and vinyl product lines, at least four major competitors in connection with the
Company’s sporting footwear, at least six major competitors in connection with hiking boots and
at least four major competitors in connection with its occupational footwear, rainwear and
protective clothing.

LaCrosse believes it maintains a competitive position compared to its competitors through the
strength of its brands; its attention to quality and the delivery of value; its position as an
innovator in common product segments; its record of delivering products on a timely basis; its
strong customer relationships and, in some cases, the breadth of its product line. Some of the
Company’s competitors compete mainly on the basis of price.

Product innovation in vinyl footwear is of lesser importance in the markets in which the
Company competes. Delivery, service, and price are the primary bases on which the Company
competes. Although the manufacturing process for vinyl product is less labor intensive than for
rubber footwear, lower offshore labor rates and costs create a ceiling on price. As a result, the
Company is continually seeking process improvements and cost reductions in the manufacturing
and distribution of vinyl footwear.

Leather boot manufacturers and suppliers, some of which have strong brand name recognition in
the markets they serve, are the major competitors of the Company’s DANNER® and
LACROSSE® leather product line. These competitors manufacture domestically and/or import
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products from offshore. Domestically manufactured DANNER® brand products effectively
compete with other domestically produced products, but are generally at a price disadvantage
against lower-cost imported products, because offshore manufacturers generally pay significantly
lower labor costs. Danner focuses on the premium quality, premium price segment of the market
in which product function, design, comfort and quality, continued technological improvements,
brand awareness, timeliness of product delivery and product pricing are all important. The
Company believes, by attention to these factors, that the DANNER® footwear line has
maintained a strong competitive position in its current market niches. In leather boots, the
LACROSSE® brand, because of its market position, sources product from offshore. Therefore, it
competes with other distributors with products sourced from offshore locations.

Several rubber boot manufacturers with strong brand recognition in their respective markets are
the major competitors to LACROSSE®, though the Company occupies a favorable niche in the
higher price segments of the sporting and occupational rubber boot markets. The Company's
history of manufacturing quality rubber boots has provided a foundation to compete effectively.
In 2003, the Company introduced the AlphaTM line of neoprene and rubber boots, helped to
maintain the Company's position as a quality supplier of rubber footwear. The Company also
makes sporting waders using neoprene uppers and rubber boots, which are premium-priced and
among the highest-performance models available. Other manufacturers offer similar products,
some at lower prices and quality levels, against which the Company must effectively compete.
The Company believes that its superior quality products, innovation and design leadership,
coupled with solid delivery and customer support will enable it to effectively compete in this
market.

Employees

As of December 31, 2003, the Company had approximately 330 employees, all located in the
United States. Approximately 30 of the Company’s employees at the La Crosse, Wisconsin
facility are represented by the United Steel Workers of America under a three-year collective
bargaining agreement which expires in September 2006, and approximately 120 of the
Company’s employees at the Portland, Oregon facility are represented by the United Food &
Commercial Workers Union under a collective bargaining agreement which expires in
January 2006. The Company has approximately 60 employees at a manufacturing facility located
in Claremont, New Hampshire that is not represented by a union. The Company considers its
employee relations to be good.

Trademarks and Trade Names; Patents

The Company owns United States federal registrations for several of its marks, including
LACROSSE®, DANNER®, RED BALL®, RAINFAIR®, LACROSSE and stylized Indianhead
design that serve as the Company’s logo, RAINFAIR and stylized horse design that serve as
Rainfair’s logo, FIRETECH®, ICE KING®, ICEMAN®, AIRTHOTIC®, GAMEMASTER®,
TERRA FORCE™, HYPER-DRI®, CAMOHIDE™ and RED BALL JETS®. The Company
generally attempts to register a trademark relating to a product’s name only where the Company
intends to heavily promote the product or where the Company expects to sell the product in large
volumes. However, the Company relies on common law trademark rights for all unregistered
brands. The Company defends its trademarks and trade names against infringement to the fullest
extent practicable under the law. Other than registrations relating to the LACROSSE®,
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DANNER®, and RAINFAIR® names, the Company does not believe any trademark is material to
its business.

The Company is not aware of any material conflicts concerning its marks or its use of marks
owned by other companies.

The Company owns several patents that improve its competitive position in the marketplace,
including the DANNER BOB® outsole; TERRA FORCE M a three-shank cement and stitch-
down manufacturing process; and a patent for its AIRTHOTIC® ventilated arch support that fits
under the heel.

Seasonality/Working Capital

As has traditionally been the case, the Company’s sales in 2003 were higher in the last two
quarters of the year than in the first two quarters and, to satisfy shipping requirements, the
Company places orders for sourced product during the first quarter with delivery to the Company
starting in the second quarter. As a result, inventories generally peak early in the third quarter.
The Company expects these trends to continue. The Company has historically financed
operations with cash generated from operations, long-term lending arrangements and short-term
borrowings under a line of credit. The Company requires working capital to support fluctuating
accounts receivable and inventory levels caused by our seasonal business cycle. The Company’s
working capital needs are the lowest in the first quarter and highest from August through
November in each year.

Foreign Operations and Export Sales

Other than the Company’s 12% equity interest in Danner Japan, Ltd., the Company does not
have any foreign operations. International sales accounted for less than 4% of the Company’s
net sales in 2003.

Environmental Matters

The Company and the industry in which it competes are subject to environmental laws and
regulations concerning emissions to the air, discharges to waterways and the generation,
handling, storage, transportation, treatment and disposal of waste materials. The Company’s
policy is to comply with all applicable environmental, health and safety laws and regulations.
These laws and regulations are constantly evolving and it is difficult to predict accurately the
effect they will have on the Company in the future. Compliance with applicable environmental
regulations and controls has not had, nor are they expected to have in 2004, any material impact
on the capital expenditures, earnings or competitive position of the Company.




Executive Officers of the Registrant

The following table sets forth certain information, as of March 3, 2004, regarding the executive
officers of the Company.

Name Age Position
George W. Schneider 81 Chairman of the Board and Director
Joseph P. Schneider 44 President, Chief Executive Officer and Director
David P. Carlson 48 Executive Vice President and Chief Financial Officer

George W. Schneider was elected to the Board of Directors of the Company’s predecessor in
1968 and was the principal investor and motivating force behind the management buyout of the
Company’s predecessor in 1982. Since 1982, Mr. Schneider also has served as Chairman of the
Board of the Company.

Joseph P. Schneider has served as a director of the Company since March 1999 and as President
and Chief Executive Officer since August 2000. Prior thereto, Mr. Schneider served as
Executive Vice President-Danner of the Company since May 1999, as President and Chief
Executive Officer of Danner since October 1998, as Vice President of the Company since June
1996, as President and Chief Operating Officer of Danner since December 1997, as Executive
Vice President and Chief Operating Officer of Danner since June 1996 and as Vice
President - Retail Sales of the Company from January 1993 until June 1996. From 1985, when
he joined the Company, until January 1993, Mr. Schneider held various sales management
positions.

David P. Carlson was named Executive Vice President in August 2001 and Chief Financial
Officer of the Company in April 2002. Mr. Carlson has also served as President and Chief
Operating Officer of Danner from August 2000 to August 2001. Prior thereto, he served as Vice
President-Finance and Chief Financial Officer of Danner from March 1998, when he joined
Danner, until August 2000. Prior to joining Danner, Mr. Carlson was the Vice President-Finance
of The Palace Inc., an Internet software company, from 1996 to 1998. Prior thereto, he was the
Vice President-Controller of Cadre Technologies Inc., a global provider of software development
tools, from 1983 to 1996.

Joseph P. Schneider is the son of George W. Schneider. None of the other directors or executive
officers are related to each other. The term of office of each of the executive officers expires at
the annual meeting of shareholders.



Item 2. Properties

The following table sets forth certain information, as of December 31, 2003, relating to the
Company’s principal facilities.

Properties
Approximate
Owned or Floor Area in
Location Leased Square Feet Principal Uses
Portland, OR Leased(1) 55,000 Principal sales, marketing and
executive offices and warehouse
space
Portland, OR Leased(2) 36,000 Manufacturing operations and
retail outlet store
La Crosse, W1 Leased(3) 212,000 Warehouse space
La Crosse, WI Leased(4) 230,000 Warehouse and distribution
facility
La Crosse, WI Leased 11,000 Retail outlet store
Claremont, NH Owned 150,000 Manufacture vinyl injection-
molded products
Racine, WI Leased(5) 104,700 Vacant manufacturing,

distribution and office space

(1) The lease for this facility expires in 2007.

(2) The lease for this facility expires in March 2009, but the Company has the option to extend the term for
an additional five years.

(3) The lease for this building expires in 2007. Approximately 8% of this building is currently sublet to a
third party through April 2007. The balance of the facility is used by the Company for warehouse space.

(4) The lease for space in this facility expires in December 2006. The Company may terminate this lease at
any time upon 120 days written notice to the lessor but in no event shall such notice be given prior to
January 2005.

(5) The lease for this facility was entered into in May 1996 and expires in May 2006. At December 31, 2003
and 2002, the Company has recorded a liability for the cost of the estimated market lease rate and length
of time needed to sublet the facility.

Based on present plans, management believes that the Company’s current facilities will be
adequate to meet the Company’s anticipated needs for at least the next two years.
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Item 3. Legal Proceedings

From time to time, the Company, in the normal course of business, is involved in various other
claims and legal actions arising out of its operations. The Company does not believe that the
ultimate disposition of any currently pending claims or actions would have a material adverse
effect on the Company or its financial condition.

Item 4. Submission of Matters to a Vote of Security Holders

No matters were submitted to a vote of shareholders during the quarter ended December 31,
2003.

PART 11

Item 5. Market for Registrant’s Common Equity. Related Stockholder Matters and
Issuer Purchases of Equity Securities

Price Range of Common Stock

The Company’s Common Stock is publicly traded on the NASDAQ National Market under the
ticker symbol BOOT. On March 3, 2004, the sale price of our Common Stock was $7.40 per
share, as reported on the NASDAQ National Market. The table below shows the high and low
sales prices per share of our Common Stock as reported by the NASDAQ National Market:

2003 2002 2001
High Low High Low High Low
First Quarter $3.00 $2.00 $432  $2.96 $394  $2.50
Second Quarter 3.99 2.43 3.19 2.10 3.30 2.00
Third Quarter 5.00 2.65 2.70 1.06 3.27 2.04
Fourth Quarter 7.92 4.38 3.14 1.90 4.81 2.15

As of March 3, 2004, there were approximately 350 shareholders of record and approximately
1,161 beneficial owners of the Company’s Common Stock.

Dividends

The Company did not declare a cash dividend in 2001, 2002 or 2003 because of operating
results. Future dividend policy and payments, if any, will depend upon earnings and financial
condition of the Company, the Company’s need for funds, any limitations on payments of
dividends present in our current or future debt agreements and other factors.

Equity Compensation Plan Information

Certain information with respect to the Company’s equity compensation plans are contained in
Part II1, Item 12 of this Annual Report on Form 10-K.
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Item 6. Selected Financial Data

Selected Income Statement Data

Year Ended December 31 2003 2002 2001 2000 1999
(% in thousands)

Net sales $95,687  $97,785 $125,301 $138,161  $124,328
Operating income (loss) 3,666 (3,999) (5,308) (2,126) (2,208)
Net income (loss) 2,630 (5,086) (7,949) (4,769) (2,637)
Selected Balance Sheet Data

Year Ended as of December 31 2003 2002 2001 2000 1999
($ in thousands)

Working capital $25,753  $25,607 $27,853 $27,760 $40,792
Total assets 55,241 60,845 79,925 97,598 98,020
Notes payable, bank 5,319 8,378 17,645 20,840 14,088
Long-term obligations, including

current portion 2,219 4,432 6,031 10,406 12,414
Shareholders’ equity 37,876 35,089 41,545 49,494 56,388
Selected Share Data

Year Ended December 31 2003 2002 2001 2000 1999
Basic earnings (loss) per share $0.45 $(0.87) $(1.35) $(0.80) $(0.41)
Diluted earnings (loss) per share $0.44 $(0.87) $(1.35) $(0.80) $(0.41)
Dividends per share - - - - $0.13
Basic shares outstanding (in

thousands) 5,874 5,874 5,874 5,974 6,465
Diluted shares outstanding (in

thousands) 5,939 5,874 5,874 5,974 6,465
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of

Operations

Results of Operations

The following table sets forth selected financial information derived from our consolidated
financial statements. The discussion that follows the table should be read in conjunction with the

consolidated financial statements:
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Year Ended December 31 2003 2002 2001

(8 in thousands)

Net sales $95,687 $97,785 $125,301
Cost of goods sold 66,201 71,574 95,158
Gross profit 29,486 26,211 30,143
Gross margin 30.8% 26.8% 24.1%
Selling and administrative expenses 25,820 30,210 35,451
Non-operating expenses, net 1,036 1,597 2,641
Income tax expense (benefit) - (1,538) --
Days sales outstanding 46 55 . 39
Inventory turns 2.8 2.5 2.6
Overview

LaCrosse Footwear, Inc. is a marketer of branded, performance, functional footwear and apparel
in the outdoor recreational, sporting and occupational sectors of the footwear and apparel
markets. The Company’s products are directed at both the retail consumer channel and the
safety and industrial channel of distribution.

Economic indicators that are important to our business include consumer confidence and
unemployment rate trends. Increasing consumer confidence trends improve retail channel
product sales, and decreasing unemployment trends improve safety and industrial channel sales.

Operationally, gross margins are an important determining factor in funding marketing, sales and
product development costs, in addition to producing profits. Margin growth of 400 basis points,
in part, allowed the Company to return to profitability this year.

Expense management and cost control is a given in today’s market as price stability is the norm.
Therefore, our expense controls and productivity improvements will contribute to profits as well.
In 2003, excluding one-time expenses in 2002 of approximately $3.0 million, we reduced
expenses by $1.4 million. We continue to look for ways to leverage systems and streamline
processes, and we are seeing expanded use of our business-to-business information and ordering
portal that we market as Outpost.

From a working capital and return on equity standpoint, management of our accounts receivable
and inventory is key. We are focused on improving asset turns as evidenced by our reduction in
days sales outstanding (measured by using fourth quarter sales and year end receivables), and
inventory turnover (as measured by cost of goods sold divided by average inventory). At the
end of 2003, our days sales outstanding declined from 55 to 46 days as compared to 2002, and
our inventory turns for 2003 improved to 2.8 from 2.5 turns in 2002. Driving more sales through
fewer products and shelf keeping units (SKU’s) will create improved asset turns.

These asset management improvements, and our improved profitability led to a $5.3 million
reduction in funded debt (defined as total short and long term debt) during 2003.
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We continue to generate more sales in the second half of the year, due to our cold and wet
weather product offerings. We are augmenting our offerings with more year-round work and
uniform products, as well as spring offerings of outdoor cross-training products. Weather,
especially in the fall and winter, will continue to be a risk factor in our results.

We principally examine success of products and markets by reviewing the growth of our
channels of distribution and brands. Accordingly, during 2003, we grew sales in the Danner
brand by 13.5%, and the net sales in the retail channel of LaCrosse brand products were
essentially equal to 2002. Safety and Industrial cha