


Message from the Chairman

This is it.

| am pleased to announce the official launch

of FYE - the first integrated, customer-centric,
cross-channel concept for the retail entertainment
industry. The brand unification we promised...
the technological advances we envisioned...

the evolution that will forever change our
Company and our industry. It’s all in motion.

This is exciting.

Through careful study of our industry and our
customers, we have identified tremendous
opportunities — to grow our business, to expand
the industry itself, to build unprecedented
customer loyalty and to further our leadership
position for the long-term.




1 This is an investment,

first and foremost.

It is an investment in a new brand and new
technologies ostensibly — and, ultimately,

in the unlimited opportunities of the future.
We expect to allocate $40 million in 2001 to
these initiatives. This will include the cost of
launching the FYE brand across more than
700 mall stores and our Web site, and the
development of a dozen pilot stores. These
pilot stores will enable us to test and refine
our broadband infrastructure, next-generation
listening and viewing stations, Web-based
kiosks and other store enhancements. The
program will help us roll out the complete
store/technology redesign in 2002 in the most
effective, efficient way possible — to maximize
our return on investment.

This is a credit to our entire team.

Without the talents, vision and commitment of
our board of directors, executive management
team, shareholders, employees and a true
braintrust of expert technology and brand
development partners, these advancements
would not be possible. | would like to thank
everyone for their contributions in 2000, and

| look forward to achieving — together — the
new successes that lie ahead.

This is everything we've
been waiting for.

While others in the industry have been
daunted, distracted or simply overcome
by industry changes, Trans World has been
planning, learning and preparing to take
our Company to the next level.

That time is now.

This 1s fye.









We Understand

Trans World has a valuable understanding of today’s entertainment consumers —
gained in recent research, honed over 29 years in business, exemplified in the FYE
retail concept. Across every aspect of our new brand launch, we are tailoring our
world to theirs. Our stores are already conveniently located where they live and
work and shop. Soon, united as FYE, we will offer them a highly integrated retail
entertainment experience, as no one else can.

The Experience Exploded

FYE will literally bring a universe of entertainment to every customer at every
touch peint. In store, they will sample the total store inventory at next-generation
listening and.viewing stations...they will use Web-enabled kiosks to browse and
buy from our entire product catalog — breaking past the walls of the mall...
they will be greeted with personalized content and special offers when
they engage ourstores, our site and our brand.

A Whole New Relationship

We are creating'a new customer-retailer relationship — with mutual,
long-term benefits. As one brand interface, our customers will
know us better, Through customer relationship management
(CRM) initiatives, enhanced by our high-tech infrastructure,
we will in turn know them better — tracking their preferences
and tailoring their experience. Via chainwide training
programs,/we will transform our thousands of sales
associates into personal, knowledgeable resources.
It will all work to foster new levels of customer loyalty
and interaction, as we become “the brand” of the new
entertainment consumers.
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Here is a change that goes far beyond a

new name and new technologies — it is

a fundamental business evolution. Like
everything Trans World does, and has always
done, it is designed to open new opportunities,
strengthen our bottom line and increase

shareholder value.
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