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financial highlights

Fiscal Year Ended
2003 (1) 2002 2001 2000 (4) 1999

(Dollars in thousands except per share data) 1/31/04 2/01/03 2/02/02 2/03/01 1/29/00

Financial Results:
Net sales $926,409 $713,230 $721,777 $749,816 $710,963
Comparable store sales change -2.0 % -1.2 % -3.3 % 0.7 %(5) 0.0 %
Income from operations 42,010 24,805 20,307 (2) 23,076 (6) 24,221 (8)

Net income 20,601 9,605 6,226 (3) 7,548 (7) 9,715 (9)

Earnings per diluted share $  1.33 $ 0.62 $ 0.41 (3) $ 0.50 (7) $ 0.66 (9)

Other Financial Data:
Total assets $611,845 $382,023 $385,583 $402,680 $416,123
Long-term debt, including capital leases 171,716 64,662 67,929 98,758 107,678
Shareholders’ equity 239,484 212,346 203,261 198,862 190,691
Return on average shareholders’ equity 9.1 % 4.6 % 3.1 % 3.9 % 5.2 %
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(1) Fiscal 2003 includes operations of the Elder-Beerman Stores, Corp. for the period from October 24, 2003 through January 31, 2004.

(2) Includes an unusual expense related to workforce reductions of $0.9 million.

(3) Includes an unusual expense related to workforce reductions of $0.6 million, net of tax, or $0.04 per share.

(4) 53 weeks ended February 3, 2001.

(5) 52 weeks ended January 27, 2001.

(6) Includes an unusual expense related to workforce reductions and management changes of $6.5 million.

(7) Includes an unusual expense related to workforce reductions and management changes of $4.0 million, net of tax, or $0.27 per share.

(8) Includes an unusual expense for an asset write-down of $2.7 million and restructuring income of $2.5 million.

(9) Includes an unusual expense for an asset write-down of $1.7 million, net of tax, or $0.11 per share, and restructuring income of $1.5 million, net of tax, or
$0.10 per share.
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The Bon-Ton’s 2003 acquisition of Elder-Beerman nearly doubled our business, greatly increased our geographic presence

and strengthened the company. We now operate 142 department stores in 16 states from the Northeast to the Midwest under

the Bon-Ton (73 stores) and Elder-Beerman (69 stores) names. A leading fashion retailer in our markets, we carry a broad

assortment of better brand-name fashion apparel and accessories for women, men and children, as well as distinctive home

furnishings. The Bon-Ton and Elder-Beerman stores provide high-quality merchandise at competitive prices, an upscale

presentation and a high level of service with the convenience of neighborhood shopping.

It has been said that retailing is an industry defined by change. We’ve proven ourselves progressive and adaptable to such

an environment and will continue to welcome change for the improvement of the company.
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We’ve changed. We are not the same company we were a year ago; we are a much

stronger company. As the result of acquiring Elder-Beerman, we nearly doubled our

number of stores and added 5.7 million square feet of retail space. We believe the

strategic and economic potential of this business combination is outstanding as we

look to realize the inherent economies of scale in merchandising and operations that

accompany the merger of two such strategically aligned operations. With the addition

of this fine company, we strengthened our position as one of the leading retailers in

our targeted secondary markets and laid the groundwork for our continued growth 

and profitability in 2004 and beyond. 

During fiscal 2003, we achieved new records in total sales and earnings. Our results

for the full year reflect the twelve months of Bon-Ton operations and the accretive

impact of the three months and nine days of Elder-Beerman operations. They also

reflect preliminary purchase accounting adjustments related to the merger. Total sales

increased 30% to $926.4 million, including $229.9 million from the acquired Elder-

Beerman stores. Bon-Ton comparable store sales decreased 2.0% as the retail

environment remained highly competitive and our customer remained cautious. Net

income increased 115% to $20.6 million, or $1.33 per share, up substantially from

$9.6 million, or $0.62 per share in 2002. We are optimistic about the future of the

combined entity and pleased that our integration process is on schedule. 

In my letter to you last year, I spoke to the initiatives that shape Bon-Ton’s strategic

goals: delivering profitable top-line sales, expanding private brands to differentiate our product, growing our credit card

customer loyalty program, improving customer convenience in our stores and, ultimately, increasing shareholder value. I am

happy to report we were able to deliver all of these goals. As a result of the acquisition, total sales and net income increased

30% and 115%, respectively. During 2003, we continued to expand our private brand offerings of distinctive, exclusive

merchandise lines that helped set our stores apart from the competition. We grew the Bon-Ton credit card customer loyalty

program, increasing credit transactions to 57% of sales from 56% last year. These percentages exclude Elder-Beerman credit

card operations. Over the past several years, we’ve enhanced the shopping experience for our customers with service centers,

upscale shopping carts, convenient shopping bags and open-selling in our shoe department. We increased our shareholder

value by producing results that increased the market appreciation of our stock by 198%. 

letter to our shareholders



5

In 2003 we augmented the company’s capital structure by executing financing agreements having a combined commitment of

$575 million. Our capital structure objectives are to maintain appropriate leverage, diversified funding sources, an appropriate

fixed/variable interest rate mix and adequate liquidity to fund operations. 

For 2004, our primary area of focus is completing the integration of Elder-Beerman and ensuring that the new company

remains a stable financial performer. Ultimately, properly executing this assimilation is key to our success. We worked closely

with senior management at Elder-Beerman to identify and adopt best practices to achieve the synergies inherent in the

acquisition and define opportunities for profitable growth. One of our goals is to implement new strategic initiatives designed

to drive top-line sales. We have targeted several business categories for incremental sales opportunities, building on the

merchandising strengths of the two companies. We look to capitalize on some of Elder-Beerman’s well-developed businesses

and we see the potential for increased penetration of sales in several apparel categories at Elder-Beerman. Additionally, we feel

there is sales and gross margin opportunity in the expansion of Bon-Ton’s private brands to our new markets and customers. 

Expediting our systems integration is critical for efficient operations, so we are developing and implementing a long-term

solution. We believe updating our systems will allow us to better serve our customers and produce incremental value for our

shareholders over time. In fact, the majority of our capital expenditures in 2004 will be directed toward strategic systems

improvements. Customer service will be greatly enhanced in the Bon-Ton stores with the installation of the Elder-Beerman point-

of-sale system this year. We already completed the systems integration for our credit operations and look to introduce our

successful credit card customer loyalty program to our new customers. In the course of our integration efforts we must, of

course, remain focused on the customer. Our integration must be seamless to the customer; we are keeping the Elder-

Beerman name and knowledgeable store associates, assuring the transition is transparent to the customer. 

Consistent with the company’s ongoing succession planning, our board of directors is conducting a search for my successor

as chief executive officer. I would like to address the fact as to why I decided to “step back” this year as CEO. I use the word

“back” to differentiate that decision from “step down” or “retire.” For the past year, the Board of Directors has been engaged

in more clearly defining its role and responsibility to its constituents: the company’s shareholders, customers, associates,

business partners and communities. The Board has formulated governance policies that provide for rigorous and effective

oversight of the company while defining a framework that allows management to profitably grow the business and maximize its

potential. With this in place, I am comfortable stepping back as CEO but will remain as Chairman of the Board. I look forward

to working with our outstanding group of directors who bring a diverse breadth of business experience along with tremendous

energy and commitment to their responsibilities. 
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We appreciate and applaud the hard work our associates have invested in the Elder-Beerman acquisition. The teamwork

displayed company-wide has been remarkable. We welcome our new associates from Elder-Beerman to our company and look

forward to many years of a mutually profitable partnership. 

I learned a long time ago that one grows as an individual and an organization only when challenged with increased and different

responsibilities. In 2003 we had both, and I want to congratulate all of our associates on the positive way they responded. I

particularly want to acknowledge the senior management team who established the environment that led to the progress we

made this past year and, I expect, will lead to future success. 

I would like to pay tribute to three individuals to whom this company is indebted for their service on our Board of Directors.

Sam Gerson served on our Board for seven years until his untimely death in the fall of 2003. He could always be counted on

to express support of and encouragement to our management, while challenging us to improve results and, at all times,

reminding us to think strategically. Bob Siegel has stepped down as one of our directors due to his increasing obligations as

chairman of LaCoste U.S.A. He was a key addition to the Board in 1996 and a source of experienced advice and invaluable

counsel. We wish him continued success in all his endeavors. Lee Starr, who joined Bon-Ton as a consultant in 1983 after

retiring from Allied Stores Corporation, will also be stepping down from our Board. He has a special place in the history of this

company’s growth for his important role in educating us about competing successfully in the modern business environment.

Not only was Lee able to deal with the challenges of the growing company, he also functioned as a generational bridge during

the succession of leadership from my father, M.S. Grumbacher, to me. It is with a deep sense of gratitude and respect for

Lee’s contributions that I want to personally thank him and wish him well. We are pleased that Lee will continue as a consultant

for the remainder of fiscal 2004. 

Even though we are now a much larger and more complex company, our purpose remains as simple as it was 106 years 

ago – to deliver exceptional value and high-quality merchandise with quality service to our customers. We believe now, more

than ever, the steps we took to grow in 2003 were the best for our shareholders, our associates, our business partners, our

customers and our communities. 

Sincerely, 

Tim Grumbacher
Chairman of the Board and Chief Executive Officer
May 24, 2004
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In the business

of change
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Grow
We knew we had to grow. We had been purposefully working to

position our company to that end. As a result of our diligence, the

company was financially strong with a favorable cash flow and a low debt-

to-capitalization ratio; we were ready. We had clearly reached a strategic

turning point in enhancing shareholder value when the opportunity to

purchase Elder-Beerman presented itself. This acquisition greatly added

to our growth potential. We acquired a company with a strong franchise

and customer loyalty with a similar customer profile, key store locations

in similarly sized secondary markets with no geographic overlap, and

opportunities for synergy – in short, an ideal platform for growth.

In an effort to leverage the merchandising strengths of both

companies, we continue to identify opportunities for top-line growth.

Elder-Beerman had developed successful home businesses. This is a

great opportunity for Bon-Ton stores to incorporate these expanded
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businesses. Similarly, we see significant sales and gross margin potential

in the introduction of Bon-Ton’s private brands to a new customer base

in the Elder-Beerman stores, along with increased sales penetration in

several apparel categories.

Our larger presence enhances our vendor relationships to mutual

advantage. As we grow, our partnerships with our vendors will also grow;

we will become increasingly important to each other. In turn, our

enhanced buying power will benefit our customers by providing more of

the merchandise they desire at a value they appreciate.

We will continue with our combined merchandising plans to realize top-

and bottom-line growth. We believe substantial opportunities remain that

can improve all of our merchandising operations as we apply disciplined

inventory management principles, implement an aggressive marketing

strategy and realize additional synergies in distribution and logistics.

wing
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It used to be that merely daring to be different set a store apart.

Now, in the battle for market share in this highly competitive environment,

differentiation is not an option, it is a necessity. In order to establish our

uniqueness and fuel top-line growth, we will challenge ourselves and our

vendors to improve upon the past and make Bon-Ton and Elder-Beerman

stores truly compelling places to shop.

We strive to be the fashion leader in the markets we serve. We will drive

differentiation of product with selections of unique and limited distribution

merchandise to augment the competitively priced national brands our

customers have come to expect from us. Our full-line of cosmetics will continue

to be a key department, capitalizing on new color, fashion trends and lifestyle

changes. Quality lines such as Estée Lauder, Lancôme, Clinique, and Clarins set

us apart from our competition and create that loyal customer we seek.

Our fashion leadership is demonstrated in our continued expansion of

Differe
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private brand merchandise. These brands are becoming increasingly

important in our overall merchandise assortments. We have developed and

introduced high-quality product offerings that are ours exclusively. Our

newest label, statements, offers ever-classic styling for today’s busy

woman. The statements line complements Bon-Ton’s other private brands:

Madison and Max, Andrea Viccaro, Modern Elements, Jenny Buchanan, STO

and Cuddle Bear, to name a few. These labels allow us to deliver exceptional

value, product differentiation and style to our customers, and provide us

with increased margin opportunity. Our goal is to grow this segment of the

business annually by 30%. These exclusive labels will be introduced in our

Elder-Beerman stores this fall to build brand equity with our new customers.

Our commitment to please our customers is at the heart of our

strategy. It fuels our drive to be nimble and innovative and underlies our

pursuit of opportunities that reinforce our differentiated brand.

ntiating
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Value
Enha

Delivering value to our constituencies is at the core of our differentiated

strategy and our vision for the future. Our goal is to deliver even greater

value to our customers, our business partners and our shareholders.

Our customers define value in many ways: they demand fashion,

newness, trend-right merchandise, a pleasant shopping experience and

competitive pricing. Our merchandising strategy is focused on delivering

this value. We’re expanding our Certified Value program in which key items

are offered at everyday value pricing. When customers see a price tag

ending in 90 cents, they know they need not wait for these items to go on

sale – they’re value-priced every day. Our private brands allow us to deliver

fashion to our customers at exceptional value. Regardless of whether the

product they have purchased is a brand name, Certified Value or private

brand, the customers know they have received fashion, quality and value.

One of the great benefits of the acquisition, and least measurable at
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ncing
this time, is our newly enhanced presence in the market. We fully

understand and appreciate the value of vendor relationships and strive to

develop and grow these alliances. We have more to offer our vendor

partners—namely, greatly expanded merchandise needs, additional square

footage in which to promote their products and increased advertising

opportunities. Ultimately, we will have more to offer our customers—more

of the assortment they’re looking for, delivered at exceptional value.

We made strategic investments and achieved important objectives

during 2003, which have positioned us for long-term growth. Our strong

operating foundation and appropriate capital structure give us the ability

to reduce and contain costs through better asset utilization and deliver

enhanced value to our shareholders through earnings improvement.

During 2003, our stock price increased by 198%, reflecting our improved

operating results and the potential for even greater appreciation.
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With our growth comes opportunity. We are confident we will

assimilate the acquired Elder-Beerman stores quickly, enhancing our

ability to leverage overhead and improve operating margins.

By combining the two companies, we have a tremendous opportunity

for cost savings. By eliminating redundant operations corporate-wide, we

have a solid platform to capitalize on these synergies and improve

efficiency and productivity. We continue to focus on these opportunities

throughout our organization. In 2004 we will install the Elder-Beerman

point-of-sale system in the Bon-Ton stores; this system will increase

productivity by expediting sales transactions, improving inventory

management and simplifying associate training.

The location of the Elder-Beerman stores offered a great fit for our

merger – operating in secondary markets with no geographic overlap with

Bon-Ton stores. These new locations give us the opportunity to enter

Oppo
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several new states and many new markets, along with opportunities for

further expansion in the new, contiguous states. We are excited about the

prospect of introducing ourselves to the Elder-Beerman customers and

continuing to bring them quality fashion goods.

We have the chance to reevaluate our merchandise mix to capitalize on

the best that Bon-Ton and Elder-Beerman together have to offer. A similar

customer profile at both companies provides us with a good base from

which to capitalize on growth opportunities. One key area of focus is

merchandise margins: Elder-Beerman operated at a lower gross margin rate

than Bon-Ton. We believe that an optimal merchandise mix and increased

penetration of private brands in the Elder-Beerman stores will improve

margin performance. Additionally, in an industry where relationships with

valued vendors increasingly affect relationships with valued customers, our

expanded buying power will work to the benefit of all parties.

rtunities
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2003 was a year of significant change. As a result of the Elder-

Beerman acquisition, our size has changed, and our operations have

changed, but the underlying philosophies of our newly combined company

have not changed. We remain focused on our secondary market niche

and our commitment to increasing customer loyalty and shareholder

value. Like Bon-Ton, Elder-Beerman operates where being local matters.

They, too, know their customers and stay close to their communities. This

similarity in our cultures will contribute much to our success.

While we are focused on our financial performance, we know how we

conduct business is just as important. We do not believe that any

business can succeed financially without adhering to a set of core values

that speak to business processes and work environments. Our company

has a strong, independent board of directors, who are actively engaged in

the corporation’s strategic direction and governance. With the merger,

C
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we have a marvelous opportunity to tap the potential of our associates at

all levels. We look to promote from within and reward based on

performance. In so doing, we will foster a culture that encourages

initiative, provides opportunities and supports our business strategies.

We are proud of our associates and their accomplishments. Nothing

makes us more proud than the strong ties they have developed to the

communities in which they work. The company has a long heritage of

community involvement that includes both financial support and team

member volunteerism. It is our conviction that, by making these

investments, we help build healthier communities, provide a better

environment for our stores to do business, and create value for our

shareholders as well.

Culture

ontinuing

our
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management

Operating Committee

Senior Management Committee

Joseph C. Culver
Senior Vice President,
Human Resources

Lynn C. Derry
Senior Vice President, 
General Merchandise
Manager

John S. Farrell
Senior Vice President, 
Stores, Bon-Ton

Robert A. Geisenberger
Senior Vice President, 
General Merchandise
Manager

William T. Harmon
Senior Vice President,
Marketing, Planning
and Allocation

James A. Lance
Senior Vice President
and Chief Information
Officer

Patrick J. McIntyre
Senior Vice President,
Information Services

Keith E. Plowman
Senior Vice President,
Finance

Deborah M. Rivera
Senior Vice President, 
General Merchandise
Manager

Ryan J. Sattler
Senior Vice President,
Operations, Corporate
Communications and
Community Services

James M. Zamberlan 
Executive Vice President,
Stores, Elder-Beerman

James H. Baireuther
Vice Chairman,
Chief Administrative Officer
and Chief Financial Officer

Byron Bergren
Vice Chairman, 
President and 
Chief Executive Officer, 
Elder-Beerman

Tim Grumbacher
Chairman of the Board and 
Chief Executive Officer
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board of directors

1 Audit Committee
2 Human Resources and Compensation Committee
3 Executive Committee
4 Governance and Nominating Committee

Robert B. Bank 1,2

President of Robert B.
Bank Advisory Services

Philip M. Browne 1,2

Senior Vice President and
Chief Financial Officer of
Advanta Corp.

Shirley A. Dawe 2

President of Shirley 
Dawe Associates, Inc.

Marsha M. Everton 4

President and Chief
Executive Officer of The
Pfaltzgraff Co.

Tim Grumbacher 3

Chairman of the Board and
Chief Executive Officer

Robert E. Salerno 1

Chief Operating Officer
of Kieselstein-Cord
International

Leon D. Starr 3,4

Management Consultant,
Former Vice President and
Executive Group
Manager/Allied Stores
Corporation

Thomas W. Wolf 3

President of The Wolf
Organization, Inc.

Michael L. Gleim 3,4

Former Vice Chairman and 
Chief Operating Officer of
The Bon-Ton Stores, Inc.
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Corporate Stock Listing and Prices 

The Bon-Ton Stores, Inc. Common Stock trades on The

Nasdaq Stock MarketSM under the symbol BONT.

As of April 6, 2004, there were 262 shareholders of record

of the Company’s Common Stock and five shareholders of

record of the Company’s Class A Common Stock.

The Company declared its first cash dividend on its Class A

Common Stock and Common Stock on June 6, 2003. The

payment and rate of future dividends, if any, are subject to

the discretion of the Board of Directors.

The quarterly high and low sales prices for fiscal 2003 and

fiscal 2002 are listed below:

Fiscal 2003 High Low

First Quarter $4.35 $3.58

Second Quarter $6.50 $3.76

Third Quarter $14.59 $5.38

Fourth Quarter $14.44 $10.25

Fiscal 2002 High Low

First Quarter $4.93 $2.35

Second Quarter $5.28 $3.45

Third Quarter $4.94 $3.41

Fourth Quarter $4.31 $3.37

Shareholder Information

Transfer Agent and Registrar

American Stock Transfer & Trust Company

59 Maiden Lane

New York, New York 10038

1-800-937-5449

Website: www.amstock.com  

Email: info@amstock.com

Corporate Offices

2801 East Market Street

York, Pennsylvania 17402

(717) 757-7660

Website: www.bonton.com

Email: ir@bonton.com

General Counsel

Wolf, Block, Schorr and Solis-Cohen LLP

Philadelphia, Pennsylvania

Independent Accountants 

KPMG LLP

Philadelphia, Pennsylvania

Investor Relations

The Bon-Ton Stores, Inc. 

PO Box 2821

York, Pennsylvania 17405

or

Email: ir@bonton.com

“Safe Harbor” Statement

Statements made in this Annual Report, other than

statements of historical information, are forward-looking

statements and are made pursuant to the safe harbor

provisions of the Private Securities Litigation Reform Act of

1995. Such statements involve risks and uncertainties that

may cause results to differ materially from those set forth

in these statements. Factors that could cause such

differences include, but are not limited to, risks related to

retail businesses generally, our ability to integrate the

recently acquired Elder-Beerman stores into our overall

operations, additional competition from existing and new

competitors, uncertainties associated with opening new

stores or expanding or remodeling existing stores, the

ability to attract and retain qualified management, the

dependence upon key vendor relationships and the ability

to obtain financing for working capital, capital expenditures

and general corporate purposes. Additional factors that

could cause the Company’s actual results to differ from

those contained in these forward-looking statements are

discussed in greater detail in the Company’s periodic

reports filed with the Securities and Exchange Commission.

corporate information



The Bon•Ton  2801 East Market Street  York, Pennsylvania  17402  717-757-7660   www.bonton.com


	financial highlights
	stores and locations
	letter
	operations
	directors and officers
	corporate information



