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offered pursuant to dividend or interest reinvestment plans, check the
following box. |_|

If any of the securities being registered on this Form are to be
offered on a delayed or continuous basis pursuant to Rule 415 under the
Securities Act of 1933, other than securities offered only in connection
with dividend or interest reinvestment plans, check the following box. |X]|

If this Form is filed to register additional securities for an
offering pursuant to Rule 462 (b) under the Securities Act, please check the
following box and list the Securities Act registration statement number of
the earlier effective registration statement for the same offering. |_|

If this Form is a post-effective amendment filed pursuant to Rule
462 (c) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective

registration statement for the same offering. |[_|

If delivery of the prospectus is expected to be made pursuant to
Rule 434, please check the following box. |[_|

CALCULATION OF REGISTRATION FEE

Proposed Maximum Proposed
Title of Each Class Amount to be Offering Price Aggreg
of Securities to be Registered Registered Per Note Offering
5.50 % Convertible Subordinated Notes due 2008 $150,000,000(1) 115%(2) (3) $172,500,0
Common stock, par value $0.01 per share..... 9,490,067 (4) —— —=
(1) Represents the aggregate principal amount at maturity of the notes
that were originally issued by the Registrant in June 2001.
(2) This estimate is made pursuant to Rule 457 (c) of the Securities Act of

1933, as amended, solely for purposes of determining the registration
fee. The above calculation is based on the average bid and ask prices
for the Registrant's notes in secondary market transactions executed
by the initial purchasers of the notes on July 9, 2001, as reported to
the Registrant by the initial purchasers.

(3) Exclusive of accrued interest.

(4) Represents the number of shares of common stock that are currently
issuable upon conversion of the notes registered hereby. The number of
shares of common stock that may be issued upon conversion of the notes
in the future is indeterminate, and the Registrant is also registering
this indeterminate amount pursuant to Rule 416 of the Securities Act.

(5) ©No separate consideration will be received for the shares of common
stock issuable upon conversion of the notes and, therefore, no
registration fee is required pursuant to Rule 457 (i) under the
Securities Act.
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THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR
DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT
SHALL FILE A FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT THIS
REGISTRATION STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH
SECTION 8 (a) OF THE SECURITIES ACT OF 1933 OR UNTIL THE REGISTRATION
STATEMENT SHALL BECOME EFFECTIVE ON SUCH DATE AS THE COMMISSION, ACTING
PURSUANT TO SAID SECTION 8(a), MAY DETERMINE.

SUBJECT TO COMPLETION, DATED JULY 11, 2001

[VENATOR LOGO]

VENATOR GROUP, INC.
$150, 000,000
5.50% CONVERTIBLE SUBORDINATED NOTES DUE 2008

AND SHARES OF COMMON STOCK ISSUABLE UPON CONVERSION OF THE NOTES

We issued the notes in a private placement in June 2001. Under this
prospectus, the selling securityholders named in this prospectus or in
prospectus supplements may offer and sell their notes and/or the shares of
common stock issuable upon conversion of their notes.

Holders may surrender the notes for conversion into shares of our common
stock at a conversion price of $15.806 per share at any time before the
close of business on the maturity date, unless we have previously redeemed
or repurchased the notes. The conversion rate may be adjusted as described
in this prospectus under "Description of Notes —-- Conversion." The notes
will mature on June 1, 2008.

We will pay interest on the notes in cash on June 1 and December 1 of each
year. The first interest payment will be made on December 1, 2001. The
notes will bear interest at a fixed annual rate of 5.50%.

We may redeem all or a portion of the notes at any time on or after June 4,
2004 at the prices set forth in this prospectus under "Description of the
Notes —-- Optional Redemption by Venator." In addition, upon the occurrence
of a change in control, holders of the notes may require us to repurchase
all or a portion of their notes at 100% of the principal amount thereof,
plus accrued and unpaid interest.

The notes are general unsecured obligations of Venator and are subordinated
in right of payment to all of our existing and future senior indebtedness
and structurally subordinated to the indebtedness and other liabilities of
our subsidiaries.

Shares of our common stock are quoted on the New York Stock Exchange under
the symbol "Z." The last reported sale price of our common stock on July
10, 2001 was $14.65 per share.

INVESTING IN OUR NOTES OR SHARES OF OUR COMMON STOCK INVOLVES RISKS. SEE
"RISK FACTORS" BEGINNING ON PAGE 7 OF THIS PROSPECTUS.
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We will not receive any of the proceeds from the sale of the notes or the
shares of common stock by any of the selling securityholders. The notes and
the shares of common stock may be offered in negotiated transactions or
otherwise, at market prices prevailing at the time of sale or at negotiated
prices. The timing and amount of any sale are within the sole discretion of
the selling securityholders. In addition, the shares of common stock may be
offered from time to time through ordinary brokerage transactions on the
New York Stock Exchange. See "Plan of Distribution." The selling
securityholders may be deemed to be "underwriters" as defined in the
Securities Act of 1933, as amended. Any profits realized by the selling
securityholders may be deemed to be underwriting commissions. If the
selling securityholders use any broker-dealers, any commission paid to
broker-dealers and, if broker-dealers purchase any notes or shares of
common stock as principals, any profits received by such broker-dealers on
the resale of the notes or shares of common stock may be deemed to be
underwriting discounts or commissions under the Securities Act.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR DETERMINED IF
THIS PROSPECTUS OR THE ACCOMPANYING PROSPECTUS SUPPLEMENT IS TRUTHFUL OR
COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

The date of this prospectus is July 11, 2001.

NO DEALER, SALESPERSON OR OTHER PERSON HAS BEEN AUTHORIZED TO GIVE ANY
INFORMATION OR TO MAKE ANY REPRESENTATIONS OTHER THAN THOSE CONTAINED OR
INCORPORATED BY REFERENCE IN THIS PROSPECTUS IN CONNECTION WITH THE OFFER
CONTAINED IN THIS PROSPECTUS AND, IF GIVEN OR MADE, SUCH INFORMATION OR
REPRESENTATIONS MUST NOT BE RELIED UPON AS HAVING BEEN AUTHORIZED BY
VENATOR. NEITHER THE DELIVERY OF THIS PROSPECTUS NOR ANY SALE MADE
HEREUNDER SHALL UNDER ANY CIRCUMSTANCES CREATE AN IMPLICATION THAT THERE
HAS BEEN NO CHANGE IN THE AFFAIRS OF VENATOR SINCE THE DATE HEREOF. THIS
PROSPECTUS DOES NOT CONSTITUTE AN OFFER TO SELL OR A SOLICITATION OF AN
OFFER TO BUY SECURITIES OTHER THAN THOSE SPECIFICALLY OFFERED HEREBY OR OF
ANY SECURITIES OFFERED HEREBY IN ANY JURISDICTION WHERE, OR TO ANY PERSON
TO WHOM, IT IS UNLAWFUL TO MAKE SUCH OFFER OR SOLICITATION. THE INFORMATION
CONTAINED IN THIS PROSPECTUS SPEAKS ONLY AS OF THE DATE OF THIS PROSPECTUS
UNLESS THE INFORMATION SPECIFICALLY INDICATES THAT ANOTHER DATE APPLIES.
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Special Note Regarding Forward-Looking Statements

This prospectus and the documents incorporated by reference in this
prospectus contain "forward-looking statements" within the meaning of the
securities laws. These forward-looking statements are subject to a number
of risks and uncertainties, many of which are beyond our control. All
statements other than statements of historical facts included or
incorporated by reference in this prospectus, including the statements
under "Prospectus Summary - Venator Group, Inc." and elsewhere in this
prospectus regarding our strategy, future operations, financial position,
estimated revenues, projected costs, prospects, plans and objectives of
management are forward-looking statements. When used in this prospectus,
the words "will," "believe," "anticipate," "intend," "estimate," "expect,"
"project" and similar expressions are intended to identify forward-looking
statements, although not all forward-looking statements contain such
identifying words. All forward-looking statements speak only as of the date
of this prospectus. We do not undertake any obligation to update or revise
publicly any forward-looking statements, whether as a result of new
information, future events or otherwise. Although we believe that our
plans, intentions and expectations reflected in or suggested by the
forward-looking statements we make in this prospectus are reasonable, we
can give no assurance that such plans, intentions or expectations will be
achieved. The cautionary statements qualify all forward-looking statements
attributable to us or persons acting on our behalf.

Incorporation Of Certain Documents By Reference

This prospectus "incorporates by reference" certain of the reports, proxy
and information statements and other information that we have filed with
the Commission under the Exchange Act. This means that we are disclosing
important information to you by referring you to those documents. The
information that we file later with the Commission will automatically
update and supersede this information. We incorporate by reference the
documents listed below and any future filings made with the Commission
under sections 13(a), 13(c), 14 or 15(d) of the Exchange Act until all of
the securities offered by this prospectus are sold.

o Quarterly Report on Form 10-Q for the quarter ended May 5,
2001, filed on June 13, 2001;

o Definitive Proxy Statement with respect to the Annual Meeting
of Shareholders held on June 14, 2001 filed on May 2, 2001;

o Annual Report on Form 10-K for the year ended February 3,
2001, filed on April 23, 2001;

o Current Report on Form 8-K dated June 11, 2001, filed on June
11, 2001;

o Current Report on Form 8-K dated May 30, 2001, filed on May
30, 2001;

o Current Report on Form 8-K dated May 24, 2001, filed on May
24, 2001; and

o Current Report on Form 8-K dated May 17, 2001, filed on May
18, 2001.

All documents that we file with the Commission from the date of this
prospectus to the end of the offering of the notes and shares of common
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stock shall also be deemed to be incorporated herein by reference.

Any statement contained in a document incorporated or considered to be
incorporated by reference in this prospectus shall be considered to be
modified or superseded for purposes of this prospectus to the extent that a
statement contained in this prospectus or in any subsequently filed
document that is or is considered to be incorporated by reference modifies
or supersedes such statement. Any statement that is modified or superseded
shall not, except as so modified or superseded, constitute a part of this
prospectus.

You may request a copy of any of the documents that are incorporated by
reference in this prospectus, other than exhibits which are not
specifically incorporated by reference into such documents, at no cost by
writing or telephoning us at the following:

Venator Group, Inc.

112 West 34th Street

New York, New York 10120
Attention: Investor Relations
Telephone: (212) 720-4600

Prospectus Summary

This prospectus constitutes part of the Registration Statement on Form S-3
that we filed with the Securities and Exchange Commission (the "SEC") using
a "shelf" registration process. Under the shelf process, any selling
security holder may sell any combination of the securities described in
this prospectus in one or more offerings. This prospectus provides you with
a general description of the securities the selling securityholders may
offer. When used in this prospectus, unless otherwise indicated, the terms
"we," "our" and "us" refer to Venator and its subsidiaries. Our fiscal year
ends on the Saturday closest to January 31. Our 1997 and 2000 reporting
years included 53 weeks whereas all other reporting years in this
prospectus include 52 weeks. All references to years in this prospectus
when discussing our financial results relate to fiscal years; all other
references to years relate to calendar years. Therefore, references to the
year 2000 in this prospectus shall mean the fiscal year ended February 3,
2001.

Venator Group, Inc.

We are a leading global specialty retailer of athletic footwear and
apparel, offering high quality branded and private label products to men,
women and children through our retail stores and direct-to-customers
business. We currently operate approximately 3,600 stores through a network
of complementary retail store formats under the brand names Foot Locker,
Lady Foot Locker, Kids Foot Locker and Champs Sports. Our stores are
primarily mall-based and are located in 14 countries in North America,
Europe and Australia. Our direct-to-customers business, Footlocker.com,
Inc., through its affiliates, 1s an integrated e-commerce and direct
marketing business consisting primarily of websites for each of our store
formats and catalogs. We believe that our portfolio strategy is unique in
the athletic industry, with specialized retail store formats, catalogs and
Internet websites targeted specifically to the men's, women's and
children's segments of the market, allowing us to tailor our merchandise
assortments more effectively and enhance our customer service to appeal to
a broad range of customers.

In 1997, we initiated a strategic plan aimed at building on the core
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strengths of the Foot Locker business and divesting all non-athletic
footwear and apparel operations to establish a foundation for our future
growth. We believe that our 2000 financial results continue to affirm the
direction of our strategic initiatives. For the fiscal year ended February
3, 2001, sales from our ongoing core athletic businesses grew 11.1 percent,
to $4,232 million, and comparable store sales increased by 11.5 percent.
Operating profit from ongoing operations more than doubled to $270 million
in 2000 from $111 million in 1999, increasing as a percentage of sales to
6.4 percent from 2.9 percent, respectively. Our income from continuing
operations before the cumulative effect of accounting changes increased to
$0.77 per share on a diluted basis in 2000 from $0.43 on a diluted basis in
1999.

Competitive Strengths

Our market leadership position provides competitive advantages that we
strategically leverage across our operations, resulting in the following
key competitive strengths:

o Strong brand recognition. The Foot Locker brand is one of the most
widely recognized names in the market segments in which we operate,
epitomizing high quality for the active lifestyle customer. This brand
equity has aided our ability to successfully develop and increase our
portfolio of complementary retail store formats, specifically, Lady
Foot Locker and Kids Foot Locker, as well as our Footlocker.com, Inc.
direct-to-customers business.

o Key vendor relationships. Our position as a leading global specialty
retailer of athletic footwear and apparel has enabled us to build
strong relationships with key branded vendors, including Nike, adidas,
Reebok, Timberland, New Balance and K-Swiss. From these and other
vendors, we enjoy significant allocations of exclusive and limited
distribution products.

o Product sourcing strengths. Our size and purchasing power enable us to
source private-label products at competitive prices. Our private-label
program provides our customers with athletic footwear and apparel at
lower prices than branded products, driving incremental customer
traffic and sales to our retail stores and direct-to-customers
business.

o International expertise and presence. Through our presence in
international markets, we have established strong brand recognition
and an advantage over our domestic competitors contemplating expansion
into overseas markets. Operating internationally allows our merchants
to share product trend information with our domestic operations. The
sharing of information among our various domestic and international
businesses enables us to anticipate more rapidly new fashion trends
that move from one market to another, often allowing us to be
trend-setters in the domestic market.

o Three synergistic distribution channels. We offer our products through
three integrated channels of distribution: our stores, catalogs and
websites. We believe that our three sales channels allow us to provide
customers with increased shopping flexibility and ease of service,
leverage our existing infrastructure and our experience in customer
service and order fulfillment and increase the visibility of our brand
names.

Business Strategies

We are pursuing the following strategies for future growth:
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Improve productivity of existing stores. We employ a variety of
initiatives designed to increase the productivity of our existing
athletic store formats, including store renovations, stock keeping
unit, or SKU, count reductions and floor space reallocations. As a
result of these initiatives, our comparable store sales increased by
11.5 percent and our stores generated sales of nearly $300 per gross
square foot in 2000, an improvement of approximately $20 from 1999.
Our objective is to increase sales productivity to greater than $350
per gross square foot.

Further penetrate European markets. We intend to significantly expand
our presence in Europe, where the athletic footwear retail market is
fragmented and there is a strong customer interest in American brands,
such as Nike. We will continue to identify suitable retail locations
in this region and plan to double our current 289 store base in Europe
over the next few years. To support this growth, we recently completed
the construction of a new distribution center in the Netherlands.

Increase our North American store base. Our plan is to open
approximately 300 Foot Locker stores in urban markets over the next
several years, with 50 scheduled to open in 2001. Since occupancy
costs in urban locations are often significantly lower than in
mall-based stores, resulting in considerably higher profit margins, we
believe our expansion in urban areas will reinforce our brands and
generate strong financial performance.

Differentiated merchandising strategy. Our objective is to
differentiate our merchandise assortments from those of our
competitors by offering trend-right products at competitive prices
from both branded manufacturers and our own private label program. For
example, we maximize exclusive and marquee product offerings from
leading vendors as a means of differentiation from most smaller
specialty retail chains and department stores.

Capitalize on profitable direct-to-customers business. During 2000, we
enhanced our websites, which helped drive online sales volume to $58
million from $14 million in 1999, positioning us as a leading online
athletic footwear and apparel retailer. Additionally, each of our
catalog and e-commerce businesses was profitable in 2000. We believe
that our integrated operations, combined with the strength of our Foot
Locker brand name, will allow us to further develop our presence in
this growing market segment. We also plan to develop an international
Internet strategy over the next several years.

Our principal executive offices are located at 112 West 34th Street, New
York, N.Y. 10120. Our telephone number is (212) 720-3700.

The Offering

Notes Offered...... ... $150,000,000 aggregate principal

amount of 5.50% convertible
subordinated notes due 2008.

D w6 B iV June 1, 2008.

Interest . v ittt it e e e e e e e e The notes bear interest at a

fixed annual rate of 5.50% to be
paid in cash every June 1 and
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Edgar Filing: VENATOR GROUP INC - Form S-3

Subordination.......... ittt

Sinking Fund. . ... ii ettt ettt eneeeeen

Optional Redemption............ccoovie....

December 1 of each year,
beginning on December 1, 2001.
The first interest payment will
include interest from June 8,
2001.

The notes are convertible into
shares of our common stock at a
conversion price of $15.806 per
share. The conversion price may
be subject to adjustment under
certain circumstances. The notes
are convertible at any time
prior to the close of business
on the business day prior to the
date of repurchase, redemption
or final maturity of the notes,
as appropriate. See "Description
of Notes - Conversion of Notes."

The notes are subordinated to
all existing and future senior
indebtedness and are effectively
subordinated to all of the
indebtedness and other
liabilities (including
other payables) of our
subsidiaries. As of February 3,
2001, we had approximately $290
million of senior indebtedness
and we and our subsidiaries had
approximately $929 million of
other liabilities reflected on
our consolidated balance sheet.
In addition, with respect to our
continuing operations, we and
our subsidiaries had total
operating lease commitments of
$1,907 million as of February 3,
2001. Other liabilities on our
consolidated balance sheet
include our estimate of costs to
exit leases of our discontinued
operations. The indenture
governing the notes does not
limit the amount of
indebtedness, including senior
indebtedness, that we and our
subsidiaries may incur. See
"Description of Notes --
Subordination of the Notes."

trade and

None.

At any time on or after June 4,
2004, we may redeem some or all
of the notes at the declining
redemption prices listed herein,
plus accrued interest. See
"Description of Notes --
Optional Redemption by Venator."
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Repurchase At Holder's Option

Upon A Repurchase Event................ You may require us to repurchase
your notes upon a repurchase
event in cash or, at our option,
in common stock, at 100% of the
principal amount of the notes,
plus accrued and unpaid
interest.

Use Of Proceeds...vuvi i ittt We will not receive any of the
proceeds from the sale by any
selling securityholder of the
notes or shares of common stock
offered under this prospectus.

Risk Factors

An investment in the notes and shares of common stock involves significant
risks. In addition to reviewing other information in this prospectus, you
should carefully consider the following factors before deciding to purchase
the notes or shares of common stock.

Risks Related to Our Business

The industry in which we operate is dependent upon fashion trends, customer
preferences and other fashion-related factors.

The athletic footwear and apparel industry is subject to changing fashion
trends and customer preferences. We cannot guarantee that our merchandise
selection will accurately reflect customer preferences on the date of sale
or that we will be able to identify and respond quickly to fashion changes,
particularly given the long lead times for ordering much of our merchandise
from vendors. For example, like our competitors, we order athletic footwear
four to six months prior to delivery to our stores. If we fail to
accurately anticipate either the market for the merchandise in our stores
or our customers' purchasing habits, we may be required to sell a
significant amount of unsold inventory at below average markups or below
cost, which would have a material adverse effect on our business, financial
condition and results of operations.

A substantial portion of our highest margin sales are to young males (ages
12-25), many of whom we believe purchase athletic footwear and licensed
apparel as a fashion statement and are frequent purchasers of athletic
footwear. Any shift in fashion trends that would make athletic footwear or
licensed apparel less attractive to these customers would have a material
adverse effect on our business, financial condition and results of
operations.

The businesses in which we operate are highly competitive.

The retail athletic footwear and apparel business is highly competitive
with relatively low barriers to entry. Our athletic footwear and apparel
operations compete primarily with athletic footwear specialty stores,
sporting goods stores and superstores, department stores, discount stores,
traditional shoe stores and mass merchandisers, many of which are units of
national or regional chains that have significant financial and marketing
resources. The principal competitive factors in our markets are price,
quality, selection of merchandise, reputation, store location, advertising
and customer service. We cannot assure you that we will continue to be able
to compete successfully against existing or future competitors. Our

10
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expansion into markets served by our competitors and entry of new
competitors or expansion of existing competitors into our markets could
have a material adverse effect on our business, financial condition and
results of operations.

Although we sell merchandise via the Internet through Footlocker.com and
its affiliates, a significant shift in customer buying patterns to
purchasing athletic footwear, athletic apparel and sporting goods via the
Internet could have a material adverse effect on us. In particular, some of
the manufacturers of our products distribute products directly through the
Internet and others may follow. Should this occur and if our customers
decide to purchase directly from our manufacturers, it could have a
material adverse effect on our business, financial condition and results of
operations.

We depend on mall traffic and our ability to identify suitable store
locations.

Our sales, particularly in the United States and Canada, are dependent in
part on a high volume of mall traffic. Our stores are located primarily in
enclosed regional and neighborhood malls. Mall traffic may be adversely
affected by, among other things, economic downturns, the closing of anchor
department stores or changes in customer preferences. A decline in the
popularity of mall shopping among our target customers could have a
material adverse effect on us.

To take advantage of customer traffic and the shopping preferences of our
customers, we need to maintain or acquire stores in desirable locations
such as in regional and neighborhood malls anchored by major department
stores. We cannot assure you that desirable mall locations will continue to
be available.

A change in the relationship with any of our key vendors or the
unavailability of our key products at competitive prices could affect our
financial health.

Our business is dependent to a significant degree upon our ability to
purchase brand-name merchandise at competitive prices, including the
receipt of volume discounts and cooperative advertising and other
allowances from our vendors. For the fiscal year ended February 3, 2001,
approximately 71 percent of our merchandise was purchased from five vendors
and approximately 49 percent of our merchandise was purchased from Nike,
reflecting Nike's overall share of the athletic footwear and apparel
market. We have no long-term supply contracts with any of our vendors. Our
inability to obtain merchandise in a timely manner from major suppliers
(particularly Nike) as a result of any disruption in the supply chain could
have a material adverse effect on our business, financial condition and
results of operations. Because of our strong dependence on Nike, any
adverse development in Nike's financial condition and results of operations
or the inability of Nike to develop and manufacture products that appeal to
our target customers could also have an adverse effect on our business,
financial condition and results of operations. We cannot assure you that we
will be able to acquire merchandise at competitive prices or on competitive
terms in the future.

Merchandise that is high profile and in high demand is allocated by our
vendors based upon their internal criteria. Although we have generally been
able to purchase sufficient quantities of this merchandise in the past, we
cannot assure you that our vendors will continue to allocate sufficient
amounts of such merchandise in the future. In addition, our vendors provide
support to us through cooperative advertising allowances and promotional
events. We cannot assure you that such assistance from our vendors will

11
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continue in the future. These risks could have a material adverse effect on
our business, financial condition and results of operations.

We may experience fluctuations in and cyclicality of our comparable store
sales results.

Our comparable store sales have fluctuated significantly in the past, on
both an annual and a quarterly basis, and we expect them to continue to
fluctuate in the future. A variety of factors affect our comparable store
sales results, including, among others, fashion trends, the highly
competitive retail store sales environment, economic conditions, timing of
promotional events, changes in our merchandise mix, calendar shifts of
holiday periods and weather conditions.

Many of our products, particularly high-end athletic footwear and licensed
apparel, represent discretionary purchases. Accordingly, customer demand
for these products could decline in a recession. These risks could have a
material adverse effect on our business, financial condition and results of
operations.

Our operations may be adversely affected by economic or political
conditions in other countries.

Approximately 10 percent of our sales and a significant portion of our
operating profits for 2000 were attributable to our sales in Europe and
Australia. As a result, our business 1is subject to the risks generally
associated with doing business outside North America, such as foreign
governmental regulations, foreign customer preferences, political unrest,
disruptions or delays in shipments and changes in economic conditions in
countries in which we operate. Although we enter into forward foreign
exchange contracts and option contracts to reduce the effect of foreign
currency exchange rate fluctuations, our operations may be adversely
affected by significant changes in the value of the U.S. dollar as it
relates to certain foreign currencies. In addition, the adoption of a
single European currency will lead to greater product pricing transparency
and a more competitive environment.

In addition, because we and our suppliers have a substantial amount of our
products manufactured in foreign countries, our ability to obtain
sufficient quantities of merchandise on favorable terms may be affected by
governmental regulations and economic, labor and other conditions in the
countries from which our suppliers obtain their product. The People's
Republic of China is a significant source of our footwear and apparel
merchandise. China's failure to maintain its Normal Trading Status
(previously known as "most favored nation" status) could result in a
substantial increase in tariff rates on goods imported from China and,
therefore, could adversely affect our operations. In addition, trade and
other sanctions in the form of retaliatory duties or otherwise, which have
and continue to be threatened against China, could restrict or eliminate
imports from China and thereby adversely affect our business, financial
condition and results of operations.

There are certain risks associated with our businesses currently held for
sale.

In January 2001, we announced a plan for the discontinuance of the Northern
Group operations, which consist of retail outlets selling private label
apparel. The plan provides for the shutdown of 324 U.S. stores and the sale
of 370 Canadian stores. We also currently hold two other businesses for
sale —— The San Francisco Music Box Company and the Hospitality Group. If
we are unable to implement the divestitures of the Northern Group and other
businesses held for sale as planned or if we do not realize the planned
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cash proceeds from those divestitures, we may be required to adjust the
reserve already provided for on our balance sheet and our financial
position may be adversely affected.

Complications in our distribution centers may affect our business.

We operate four distribution centers worldwide to support our athletic
business. If complications arise with any one facility or any facility is
severely damaged or destroyed, the other distribution centers may not be
able to support the resulting additional distribution demands. This may
adversely affect our ability to deliver inventory on a timely basis.

We may not be able to successfully expand and implement our point of sale
systems.

Our failure to implement and improve our point of sale systems as required
could adversely affect our future operating results. We are continually
evaluating the adequacy of our existing point of sale systems. However, our
ability to install and operate this point of sale system in each of our
stores depends on our ability to replace existing systems without
disrupting our operations. In connection with the introduction of a single
European currency, we need to modify our point of sale systems in affected
countries to accommodate the single currency. We cannot assure you that we
will be able to install our point of sale systems successfully. We also
cannot assure you that our systems can address all of the changing demands
that our expanding operations will impose on them.

Issues of global workplace conditions may impact our business.
If any one of our manufacturers or vendors:
o fails to operate in compliance with applicable laws and regulations,

o is perceived by the public as failing to meet certain labor standards
that are generally accepted as ethical in the United States or

o employs unfair labor practices,

our business may be adversely affected. Current global workplace concerns
of the public include perceived low wages, poor working conditions, age of
employees and various other employment standards. These globalization
issues may impact the available supply of certain manufacturers' products,
which may result in increased costs to us. Furthermore, a negative customer
perception of any of our key vendors or their products may result in a
lower customer demand for our athletic footwear and apparel.

Risks Related to the Notes

Our substantial indebtedness could adversely affect our financial condition
and prevent us from fulfilling our obligations under these notes.

We have now and, after this offering, will continue to have a significant
amount of indebtedness that could have important consequences to you. For
example, it could:

o make it more difficult for us to satisfy our obligations with respect
to the notes;

o increase our vulnerability to general adverse economic and industry
conditions;
o require us to dedicate a substantial portion of our cash flow from
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operations to payments on our indebtedness, thereby reducing the
availability of our cash flow to fund working capital, capital
expenditures and other general corporate purposes;

o limit our flexibility in reacting to changes in our business and the
industry in which we operate;

o place us at a competitive disadvantage compared with our competitors
that have less debt;

o limit, along with the financial and other restrictive covenants in our
indebtedness, among other things, our ability to borrow additional
funds; and

o if we fail to comply with covenants in our indebtedness, result in an
event of default that, if not cured or waived, could result in our
indebtedness becoming immediately due and payable.

Our amended revolving credit facility contains covenants that, among other
things, restrict our ability to incur debt, incur liens and make
investments or acquisitions. We also are required to achieve certain
financial ratios. See "Description of Revolving Credit Facility." In
addition, certain of our other indebtedness contains covenants that, among
other things, restrict our business decisions. These risks could have a
material adverse effect on us. The indenture does not limit our ability to
incur additional indebtedness in the future. If new indebtedness 1is
incurred, the related risks that we now face could intensify. Our ability
to make required payments on the notes and to satisfy any other debt
obligations will depend upon our future operating performance and our
ability to obtain additional debt or equity financing.

If our subsidiaries do not make sufficient distributions to us, we will not
be able to make payment on our debt, including the notes.

We are a holding company with no material operations and only limited
assets. Because a significant portion of our operations are conducted by
our subsidiaries, our cash flow and our ability to service indebtedness,
including our ability to pay the interest on and principal of the notes,
are dependent to a large extent upon cash dividends and distributions or
other transfers from our subsidiaries. In addition, any payment of
dividends, distributions, loans or advances by our subsidiaries to us could
be subject to restrictions on dividends or repatriation of earnings under
applicable local law, monetary transfer restrictions and foreign currency
exchange regulations in the jurisdictions in which our subsidiaries
operate, and any restrictions imposed by the current and future debt
instruments of our subsidiaries. Such payments to us by our subsidiaries
are contingent upon our subsidiaries' earnings.

Our subsidiaries are separate and distinct legal entities and have no
obligation, contingent or otherwise, to pay any amounts due pursuant to the
notes or to make any funds available therefor, whether by dividends, loans,
distributions or other payments, and do not guarantee the payment of
interest on, or principal of, the notes. Any right that we have to receive
any assets of any of our subsidiaries upon the liquidation or
reorganization of any such subsidiary, and the consequent right of holders
of notes to realize proceeds from the sale of their assets, will be
effectively subordinated to the claims of subsidiary creditors, including
trade creditors and holders of debt issued by the subsidiary.

The notes are subordinated and unsecured.

The notes are subordinated and unsecured in right of payment in full to all
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of our existing and future senior indebtedness and are effectively
subordinated to all of the indebtedness and other liabilities (including
trade and other payables) of our subsidiaries. As a result, in the event of
our bankruptcy, winding-up, liquidation, reorganization, insolvency or
similar proceedings, or upon acceleration of the notes due to an event of
default under the indenture, our assets will be available to pay
obligations on the notes only after all senior indebtedness and the
indebtedness of our subsidiaries have been paid in full. After retiring our
senior indebtedness and the indebtedness of our subsidiaries, we may not
have sufficient assets remaining to pay amounts due on any or all of the
notes then outstanding.

The notes are not protected by restrictive covenants.

The indenture governing the notes does not contain any financial or
operating covenants or restrictions on the payments of dividends, the
incurrence of indebtedness or the issuance or repurchase of securities by
us or any of our subsidiaries. The indenture contains no covenants or other
provisions to afford protection to holders of the notes in the event of a
fundamental change involving Venator Group except to the extent described
under "Description of Notes —-—- Repurchase at Option of Holders."

We may be required to repurchase the notes upon a repurchase event.

You may require us to repurchase all or any portion of your notes upon a
repurchase event. We may not have sufficient cash funds to repurchase the
notes upon a repurchase event. We may elect, subject to certain conditions,
to pay the repurchase price in common stock. Although there are currently
no restrictions on our ability to pay the repurchase price, future debt
agreements may prohibit us from repaying the repurchase price in cash. If
we are prohibited from repurchasing the notes, we could seek consent from
the lenders under such debt agreements to repurchase the notes. If we were
unable to obtain their consent, we could attempt to refinance the notes. If
we were unable to obtain a consent or refinance, we would be prohibited
from repurchasing the notes other than for common stock. If we were unable
to repurchase the notes upon a repurchase event, it would result in an
event of default under the indenture. An event of default under the
indenture could result in an event of default under our other then-existing
debt. In addition, the occurrence of the repurchase event may be an event
of default under our other debt. As a result, we would be prohibited from
paying amounts due on the notes under the subordination provisions of the
indenture.

The trading price of our securities could be subject to significant
fluctuations.

The trading price of our common stock has been volatile, and the trading
price for the notes and the common stock may be volatile in the future.
Factors such as announcements of fluctuations in our or our competitors'
operating results, changes in our prospects and market conditions for
athletic footwear and apparel stocks in general could have a significant
impact on the future trading prices of our common stock and the notes. In
particular, the trading price of the common stock of many athletic footwear
and apparel companies, including us, has experienced extreme price and
volume fluctuations, which have at times been unrelated to the operating
performance of such companies whose stocks were affected. Some of the
factors that may cause volatility in the price of our securities include:

o customer demand and fashion trends;

o competitive market forces;
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o uncertainties related to the effect of competitive products and
pricing;

o customer acceptance of our merchandise mix and retail store locations;

o economic conditions worldwide;

o effect of currency fluctuations; and

o ability to execute our business plans with regard to each of our

operating units.

The price of our securities may also be affected by the estimates and
projections of the investment community, general economic and market
conditions, and the cost of operations in our product markets. While we
cannot predict the individual effect that these factors may have on the
price of our securities, these factors, either individually or in the
aggregate, could result in significant variations in price during any given
period of time. We cannot assure you that these factors will not have an
adverse effect on the trading prices of our common stock and the notes.

Use of Proceeds

We will not receive any of the proceeds from the sale by any selling
securityholder of the notes or the shares of common stock offered under
this prospectus.

Price Range of Common Stock

Our common stock 1is quoted on the New York Stock Exchange under the symbol
"Z." The following table sets forth the range of high and low closing sale
prices for our common stock on the New York Stock Exchange for the fiscal
quarters indicated since January 31, 1999.

High Low

2001

= O 15 i = $13.83 $10.75
Second Quarter to July 10, 2001...........0cuuuin... $16.20 12.85
2000

FirsSt QUALE T . ittt it e ettt ettt e et ettt e eee e $12.25 $5.00
SECONA QUATLE T e i v vt ettt ettt ettt ettt s eseeeneean $14.75 $9.88
Third QUATLE T e v ittt et e ettt e et et ettt e e et teeeneann $16.50 $11.31
FOUFtn QUAT L . it i it e e e et et e e e et et ettt eee e $16.75 $9.75
1999

FirSt QUATE T . ittt it e ettt ettt ettt ettt et eeeeeennn $11.50 $3.19
SECONA QUATL L ET e v vt i ettt ettt ettt ettt e eseeeneean $12.00 $8.38
Third QUATLE T e v ittt it e ettt e et et ettt et teeenennn $10.75 $6.50
FOUFtn QUAT L s it i it e et et et et e et ettt e e eeeeeeeennn $8.19 $5.88

As of June 2, 2001, we had 31,807 shareholders of record of our common
stock. The closing sale price of our common stock on July 10, 2001 was
$14.65 per share.

Dividend Policy
We suspended payment of dividends in 1995. We do not expect to declare or
pay any dividends on our common stock in the foreseeable future. We intend

to retain all earnings, if any, to invest in our operations. The payment of
future dividends is within the discretion of our board of directors and
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will depend upon our future earnings, if any, our capital requirements,
financial condition and other relevant factors. Our revolving credit
agreement requires that we meet certain financial tests before we may pay
dividends on our common stock. We do not meet those tests.

Ratio of Earnings to Fixed Charges

The ratios of earnings to fixed charges for the fiscal years indicated are
stated below. For purposes of computing the ratios, earnings represent
income from continuing operations before fixed charges and taxes, and fixed
charges represent gross interest expense, including capitalized interest,
and a portion of rental expense, which is deemed to be representative of
the interest factor. Earnings were not adequate to cover fixed charges by
$21 million for 1998.

Fiscal Year Ratio
2000 1.9x
1999 1.4x
1998 0.9x
1997 2.5x
1996 2.6x

For the first quarter ended May 5, 2001, the ratio of earnings to fixed
charges was 2.1x.

Business

We are a leading global specialty retailer of athletic footwear and apparel
offering high quality branded and private label products to men, women and
children through our retail stores and direct-to-customers business. We
currently operate approximately 3,600 stores through a network of
complementary retail store formats under the brand names Foot Locker, Lady
Foot Locker, Kids Foot Locker and Champs Sports. Our stores are primarily
mall-based and are located in 14 countries in North America, Europe and
Australia. Our direct-to-customers business, Footlocker.com, Inc., through
its affiliates, i1s the largest Internet and catalog retailer of athletic
footwear, apparel and equipment.

In 1997, we initiated a strategic plan aimed at building on the core
strengths of our Foot Locker business and divesting all non-athletic
footwear and apparel operations to establish a foundation for our future
growth. We believe that our 2000 financial results continue to affirm the
direction of our strategic initiatives. For the fiscal year ended February
3, 2001, sales from our ongoing core athletic businesses increased 11.1
percent, to $4,232 million, and comparable store sales increased by 11.5
percent. Operating profit from ongoing operations more than doubled to $270
million in 2000 from $111 million in 1999, increasing as a percentage of
sales to 6.4 percent from 2.9 percent, respectively. Our income from
continuing operations before the cumulative effect of accounting changes
increased to $0.77 per share on a diluted basis in 2000 from $0.43 on a
diluted basis in 1999.

We believe that our portfolio strategy is unique in the athletic industry,
with specialized retail store formats, catalogs and Internet websites
targeted specifically to the men's, women's and children's segments of the
market, allowing us to tailor our merchandise assortments more effectively
and enhance our customer service to appeal to a broad range of customers.
Our portfolio of operations is comprised of the following retail store
formats and our direct-to-customers businesses:
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Foot Locker —— Our primary retail store format, Foot Locker, has
become the world's largest athletic specialty retailer, offering
an in-depth selection of footwear and apparel. Our target
customers at Foot Looker are primarily males between the ages of
12 to 19 years looking to find the latest styles and technologies
in the running, basketball, classic, tennis, walking and
cross—training categories.

Our 1,936 stores are located in 14 countries, including 1,453 in
the United States and Puerto Rico, 129 in Canada, 289 in Europe
and 65 in Australia. Our domestic Foot Locker stores have an
average of 2,300 selling square feet and our international stores
have an average of 1,600 selling square feet.

Lady Foot Locker —-- Our Lady Foot Locker format is the only
national specialty store chain that specializes in women's
athletic footwear and apparel. Lady Foot Locker offers a large
selection of major athletic brands. Lady Foot Locker's exclusive
branded product assortments and our private label offerings under
the "Actra" and Lady Foot Locker Sport labels provide a key
strategic advantage over our competitors.

Lady Foot Locker's primary target customer is the 18 to
29-year-old woman who is active, fashion-conscious and
brand-aware. With 662 stores in the United States and Puerto Rico,
our Lady Foot Locker stores average 1,300 selling square feet and
are designed to facilitate a pleasant and effortless shopping
experience.

Kids Foot Locker —-- Our Kids Foot Locker format has established a
tradition of fitting excellence and a reputation for outstanding
customer service. At Kids Foot Locker, parents will find a
complete collection of athletic footwear and apparel specifically
targeted for children from five to 11 years old. Our core Kids
Foot Locker customer is a mother of young children who is also
likely to be a primary customer of Lady Foot Locker. Our 398
stores are located in the United States and Puerto Rico and have
an average of 1,400 selling square feet.

Champs Sports —-- Our Champs Sports format is one of the largest
mall-based retailers of sporting goods in the United States and
Canada. Each Champs Sports store is designed to provide an
in-depth array of products, one-on-one customer service, and a
high-end store environment appealing to a target customer ages 12
to 25 years old. Because of the breadth of its product offerings,
Champs Sports is able to meet customers' needs for a wide variety
of products suiting their active lifestyles. Apparel, equipment
and accessory categories provide Champs Sports with a significant
point of differentiation compared to other competitors. Our 586
stores are located throughout the United States and Canada and
have an average of 4,000 selling square feet.

Footlocker.com, Inc. —-- Our direct-to-customers business consists
of Footlocker.com, Inc. which sells, through its affiliates,
directly to customers through catalogs and its Internet websites.
Eastbay, Inc., one of its affiliates, is one of the largest direct
marketers in the United States of athletic footwear, apparel and
equipment, including licensed and private-label merchandise,
through the Eastbay catalogs. In addition, it provides our
websites, Footlocker.com, Ladyfootlocker.com, Kidsfootlocker.com,
Champssports.com and Eastbay.com, with an integrated fulfillment

18



Edgar Filing: VENATOR GROUP INC - Form S-3

and distribution platform to conduct e-commerce. Through
Footlocker.com, Inc., we also have an agreement with the National
Football League to design, merchandise and fulfill the NFL's
official catalog (NFLShop) and e-commerce site linked to

www .NFLShop.com.

Competitive Strengths

Our market leadership position provides competitive advantages that we
strategically leverage across our operations, resulting in the following
key competitive strengths:

Strong Brand Recognition

The Foot Locker brand is one of the most widely recognized names in the
market segments in which we operate, epitomizing high quality for the
active lifestyle customer. This brand equity has aided our ability to
successfully develop and increase our portfolio of complementary retail
store formats, specifically, Lady Foot Locker and Kids Foot Locker, as well
as our Footlocker.com, Inc. direct-to-customers business. Through various
marketing channels, including television campaigns and sponsorships of
various sporting events, we reinforce our image with a consistent message,
namely, that we are the destination store for athletic apparel and footwear
with a wide selection of merchandise in a full-service environment.

Key Vendor Relationships

Our position as a leading global specialty retailer of athletic footwear
and apparel has enabled us to build strong relationships with key branded
vendors, including Nike, adidas, Reebok, Timberland, New Balance and
K-Swiss. We believe that our stores are one of the primary retail
distribution alternatives for brand name vendors of athletic footwear and
apparel. From these and other vendors, we enjoy significant allocations of
exclusive and limited distribution products.

We have worked together with many of our vendors to establish a variety of
favorable arrangements. Currently, we benefit from two key vendor
initiatives. The first enables us to receive a significant allocation of
"marquee" athletic footwear, consisting of limited distribution of higher
priced products available only in a small number of stores. Examples of
recent marquee products include Jordan Retro shoes from Nike and the Kobe
basketball shoe from adidas. The second vendor initiative grants us the
exclusive right to sell certain products. Recent examples of such exclusive
products include Nike Tuned Air, adidas SL, Reebok Pump and New Balance
Trail shoes. We believe these vendor initiatives have allowed us to keep
the most popular brands and styles of athletic footwear and apparel in
stock with greater frequency than most of our competitors.

Product Sourcing Strengths

Our size and purchasing power enable us to source private-label products at
competitive prices. We draw on two internal sources for our proprietary
offerings: (1) our Taiwan-based subsidiary, which we have owned and
operated since the 1960s, arranges and oversees third-party manufacturing
of private-label products, principally in Asia and Central America; and (2)
our U.S.-based manufacturing subsidiary, Team Edition, which we have owned
and operated since 1990, serves as our principal source of licensed
products. Our private-label program provides our customers with athletic
footwear and apparel at lower prices than branded products, driving
incremental customer traffic and sales to our retail stores and
direct-to-customers business.
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International Expertise and Presence

We currently operate approximately 500 Foot Locker stores in markets
outside the United States with 289 in Europe, 129 in Canada and 65 in
Australia. Through our presence in international markets, we have
established strong brand recognition and an advantage over our domestic
competitors contemplating expansion into overseas markets. Operating
internationally allows our merchants to share product trend information
with our domestic operations. The sharing of information among our wvarious
domestic and international businesses therefore enables us to anticipate
more rapidly new fashion trends that move from one market to another, often
allowing us to be trend-setters in the domestic market.

Three Synergistic Distribution Channels

We offer our products through three integrated channels of distribution:
our stores, catalogs and websites. We believe that our three sales channels
give us the following competitive strengths:

o our opera