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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D. C. 20549

AMENDMENT NO. 1 TO

FORM S-3
REGISTRATION STATEMENT
Under The Securities Act of 1933
AMERICAN GREETINGS CORPORATION
(Exact name of registrant as specified in its charter)

Ohio 34-0065325
(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

One American Road, Ohio 44144 (216) 252-7300
(Address, including zip code, and telephone number, including area code, of
registrant's principal executive offices)

Jon Groetzinger, Jr.
Senior Vice President, General Counsel and Secretary
American Greetings Corporation
One American Road
Cleveland, Ohio 44144
(216) 252-7300
(Name, address, including zip code, and telephone number, including area code,

of agent for service)

Copy to:

Stanley E. Everett
Brouse McDowell
500 First National Tower
Akron, Ohio 44114
(330) 535-5711

APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE TO THE PUBLIC: As soon as
practicable after the effective date of this Registration Statement.

If the only securities being registered on this form are being offered pursuant
to dividend or interest reinvestment plans, please 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
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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 he same offering.|_|

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

This registration statement shall hereafter become effective in accordance with
the provisions of Section 8(a) of the Securities Act of 1933.

CALCULATION OF REGISTRATION FEE

Title of Security Amount Proposed Proposed
To Be Registered To Be Registered Maximum Maximum
Offering Price Aggregate
Per Unit Offering Pr
7.00% Convertible Subordinated $175,000,000 100% $175,000,0
Notes due July 15, 2006
Class A Common Shares, par 12,590,655 (1) (2) (2)

value $1 per share

(1) This number represents the number of Class A Common Shares that are
initially issuable upon conversion of the 7.00% Convertible
Subordinated Notes due July 15, 2006 registered hereby. Pursuant to
Rule 416 under the Securities Act, the amount to be registered also
includes an indeterminate number of shares of common stock issuable as
a result of stock splits, stock dividends and antidilution provisions.

(2) No additional consideration will be received for the Class A Common
Shares, and, therefore, pursuant to Rule 457 (i) no additional
registration fee is required for the Class A Common Shares.

The registrant hereby amends this registration statement on such date or dates
as may be necessary to delay its effective date until the company 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 or until the registration statement shall become effective on
such date as the commission, acting pursuant to said section 8(a), shall
determine.
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These securities may not be sold until the registration statement filed with
the Securities and Exchange Commission is effective. This prospectus is not an
offer to sell these securities, and it is not soliciting an offer to buy these
securities, in any state in which the offer or sale is not permitted.

PROSPECTUS
$175,000,000
AMERICAN GREETINGS CORPORATION

7.00% CONVERTIBLE SUBORDINATED NOTES DUE JULY 15, 2006
OFFERED BY THE SELLING HOLDERS AND
12,590,655 CLASS A COMMON SHARES ISSUABLE
UPON CONVERSION OF THE NOTES

This prospectus covers resales by selling holders of the 7.00% Convertible
Subordinated Notes Due July 15, 2006 (the "Notes") of American Greetings
Corporation (the "Company") and resales of the Company's Class A Common Shares
(the "Class A Common Shares") into which the Notes are convertible. The Company
will not receive any of the proceeds from the sale of the Notes or the Class A
Common Shares by the selling holders. The Company will pay interest on the Notes
on January 15 and July 15 of each year. The first such payment will be made on
January 15, 2002. The Notes mature on July 15, 2006.

On June 29, 2001, the Company issued and sold $150,000,000 of the Notes in
private placement transactions to qualified institutional buyers (as defined in
Rule 144A under the Securities Act of 1933, as amended (the "Securities Act")),
accredited investors (as defined in Rule 501 under the Securities Act) and
non-U.S. persons (as defined in Regulation S under the Securities Act). On July
20, 2001 the Company issued and sold an additional $25,000,000 of Notes in
similar private placement transactions, pursuant to an over-allotment option
granted to the initial purchasers.

Any holder may convert Notes into Class A Common Shares at any time prior to the
close of business of the maturity date of the Notes, unless earlier redeemed or
repurchased. The conversion rate is 71.9466 Class A Common Shares for each
$1,000 principal amount of Notes, subject to adjustment in certain
circumstances. This is equivalent to a conversion price of approximately $13.90
per Class A Common Share.

If the Company experiences a specified change in control, a holder of Notes will
have the right, subject to certain conditions and restrictions, to require the
Company to repurchase, with cash or Class A Common Shares, some or all of the
Notes at a price equal to 100% of the principal amount plus accrued and unpaid
interest to the repurchase date. The repurchase price is payable in cash or, at
the Company's option and subject to the satisfaction of certain conditions, in
Class A Common Shares. If the Company pays the repurchase price in Class A
Common Shares, the Class A Common Shares will be valued at 95% of the average
closing sales prices of the Class A Common Shares for the five trading days
preceding and including the third trading day prior to the repurchase date.

A selling holder may sell the Notes or the Class A Common Shares at any time at

market prices or at privately negotiated prices. Such sales may be made directly
to purchasers or through underwriters, broker-dealers or agents, who may receive
compensation in the form of discounts, concessions or commissions.

The Class A Common Shares are traded on the New York Stock Exchange under the
symbol "AM." On October 15, 2001, the last reported sale price for the Class A
Common Shares on the New York Stock Exchange was $14.70 per share. The Notes
currently are designated for trading in the Private Offerings, Resale and
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Trading through Automatic Linkages (PORTAL) Market of the National Association
of Securities Dealers, Inc.

See "Risk Factors" beginning on page 7 to read about factors to consider before
buying the Notes or the Class A Common Shares.

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

Prospectus dated October 22, 2001.
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INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The Securities and Exchange Commission (the "Commission") allows the Company to
"incorporate" into this prospectus information that it files with the Commission
in other documents. This means that the Company can disclose important
information to you by referring to other documents that contain that
information. The information incorporated by reference is considered to be part
of this prospectus. Information contained in this prospectus and information
that the Company files with the Commission in the future and incorporates by
reference in this prospectus automatically updates and supersedes previously
filed information. The Company incorporates by reference the documents listed
below and any future filings it makes with the Commission under Sections 13(a),
13(c), 14 or 15(d) of the Securities Exchange Act of 1934 (the "Exchange Act"),
prior to the sale of all the Notes and the Class A Common Shares covered by this
prospectus: (a) its Annual Report on Form 10-K for the fiscal year ended
February 28, 2001; (b) its Form 10-Q for the fiscal quarters ended May 31, 2001
and August 31, 2001; (c) the description of its capital contained in its
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registration statement on Form 8-A filed with the Commission on February 6,
1998, including any amendments or reports filed for the purpose of updating that
description; and (d) all its other filings with the Commission pursuant to
Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act subsequent to the date of
this prospectus and prior to the termination of the offering.

UPON REQUEST. YOU MAY OBTAIN WITHOUT CHARGE COPIES OF ANY OR ALL OF THESE
DOCUMENTS, INCLUDING EXHIBITS. PLEASE MAKE YOUR REQUEST TO JON GROETZINGER, JR.,
SENIOR VICE PRESIDENT, GENERAL COUNSEL AND SECRETARY, AMERICAN GREETINGS
CORPORATION, ONE AMERICAN ROAD, CLEVELAND, OHIO 44144; TELEPHONE (216) 252-
7300.

WHERE YOU CAN FIND MORE INFORMATION

The Company 1is subject to the informational requirements of the Exchange Act,
and, accordingly, files reports, proxy statements and other information with the
Commission. You may read and copy any document the Company has filed at the
Commission's public reference room at Judiciary Plaza Building, 450 Fifth
Street, N.W., Washington, D.C. 20549. You should call 1-800-SEC-0330 for more
information on the public reference room. The Commission maintains an Internet
site that contains reports, proxy and information statements and other
information about issuers that file electronically with the Commission. The
address of the Commission's Internet site is http://www.sec.gov. This prospectus
is part of a registration statement that the Company filed with the Commission.
The registration statement contains more information than this prospectus
regarding the Company, the Notes and the Company's capital stock, including
certain exhibits and schedules. You can obtain a copy of the registration
statement from the Commission at the address listed above or from the
Commission's Internet site.

The following items referred to in this document are trademarks which are
federally registered, or for which applications for registration are pending, in
the United States pursuant to applicable intellectual property laws and are the
property of the Company or its subsidiaries: Strawberry Shortcake, Holly Hobbie
and the Care Bears.

SUMMARY

This summary highlights the key information contained in this prospectus.
Because it is a summary, it does not contain all the information you should
consider before making an investment decision. You should read carefully this
entire prospectus. In particular, you should read the section titled "Risk
Factors" and the financial statements and the notes relating to those statements
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incorporated into this prospectus. The Company's fiscal year ends on February 28
or 29. References to a particular fiscal year refer to the fiscal year ending in
February of that year. For example, fiscal 2001 refers to the year ended
February 28, 2001. The term "you" refers to a prospective investor. The address
of the Company's principal executive offices is One American Road, Cleveland,
Ohio, 44144-2398, and its telephone number is (216) 252-7300. The Company's
website is located at www.americangreetings.com. Information contained on the
Company's website does not constitute, and shall not be deemed to constitute,
part of this prospectus.

Business

Founded in 1906, the Company is the second largest greeting card company in the
world with approximately 39% market share of the $7 billion U.S. greeting card
industry. It creates, manufactures and distributes greeting cards, gift wrap,
party goods, calendars, candles, balloons, stationery, non-prescription reading
glasses and educational products. The Company sells its products internationally
in over 70 countries through its wholly owned subsidiaries and licensees. It
offers online greeting cards through its subsidiary AmericanGreetings.com. The
contribution of each major product category as a percentage of fiscal 2001 net

sales was: everyday greeting cards (42%), seasonal greeting cards (20%), gift
wrap and wrap accessories (16%) and other products (22%). For fiscal 2001, the

Company had net sales of $2.5 billion and Adjusted EBITDA of $260.1 million.
"Adjusted EBITDA" represents earnings before non-recurring items, interest
expense, income taxes, other expense (income)-net and depreciation and
amortization. Adjusted EBITDA is presented because it is a widely accepted
financial indicator of a company's ability to incur and service debt. Adjusted
EBITDA does not represent net income or cash flows from operations as those
terms are defined in generally accepted accounting principles, or GAAP, and it
does not necessarily indicate whether cash flows will be sufficient to fund cash
needs. Included in other expense (income)-net and in depreciation and
amortization is goodwill amortization of $8,723,000 for fiscal 2001.

Customers

The Company sells to and services more than 100,000 retail stores worldwide, of
which more than 70,000 are located in the United States. It has the number one
position in the mass retail distribution channel in the United States (which
comprises mass merchandisers, chain drug stores and supermarkets), where the
Company has a market share in excess of 50%. The Company has strong
relationships with key retailers including Wal-Mart, Kmart, Target, Toys R Us,
Rite Aid, CVS, Consolidated Stores, Eckerd, Kroger, Albertsons, Winn-Dixie,
Royal Ahold and H.E.B. It has agreements with various retailers for the supply
of greeting cards and related products. Under those agreements, customers
typically grant the Company preferred supplier status and commit to minimum
sales volumes in consideration of allowances, discounts and other terms of
sale. In order to maximize sell-through for our retail partners, the Company
has approximately 21,800 part-time merchandisers in the field to ensure
in-stock position, superior merchandising and product freshness.

Production and Distribution

The Company 1is a fully integrated company in the social expressions industry. It
has one of the largest design studios in the world, with over 300 artists
generating more than 30,000 new design concepts annually. The Company has a
digital library with over 100,000 active designs that consist of well-known
images such as Strawberry Shortcake, Holly Hobbie and the Care Bears. These
designs are manufactured in its state-of-the-art facilities located in North
America, the United Kingdom, Australia, New Zealand, Malaysia and South Africa.
The Company has developed an automated distribution system whereby it is able to
replenish retailers' shelves within days of initiating a re-order in order
amounts as small as two or three cards.
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The Industry

The social expression industry, which includes greeting cards, gift wrap and
related accessories that are used to express feelings and celebrate special
occasions, is a more than $12 billion industry in the United States. The
industry is highly fragmented, with over 2,000 companies. The Company's
principal competitor is Hallmark Cards, Incorporated, which is privately held.
The major component of the social expression industry is greeting cards, which
is a $7 billion industry in the United States. Greeting cards are low-priced,
necessity-related purchases that are a strong source of cash flow and a vital
component of our retail partners' product mix. Over the last ten years, greeting
card dollar sales have grown at a compound annual growth rate of approximately
2.6%.

Executive Offices

The Company's principal executive offices are located at One American Road,
Cleveland, Ohio 44144-2398, and its telephone number is (216) 252-7300.

The Offering

Capitalized terms used in this summary are defined in the "Description of Notes
—— Certain Definitions" section of this prospectus.

Interest The Company will pay interest on the
Notes semi-annually on January 15 and
July 15 of each year, commencing January

15, 2002.
Maturity The Notes mature on July 15, 2006.
Conversion The Notes are convertible at the option

of the holder into Class A Common Shares
at any time before the close of business
on July 15, 2006, unless the Company has
repurchased the Notes. The conversion
rate is 71.9466 Class A Common Shares
for each $1,000 principal amount of
Notes. The conversion rate is subject to
adjustment upon the occurrence of
certain events.

Subordination The Notes are subordinated to the
Company's senior indebtedness, as that
term is defined in "Description of
Notes—-—-Subordination." The Notes also
are effectively subordinated in right of
payment to all indebtedness and other
liabilities of its subsidiaries. As of
September 30, 2001, the Company
had outstanding senior indebtedness of
approximately $867.4 million and its
subsidiaries had approximately
$204.7 million of indebtedness and
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Global Note; Book-Entry System

Repurchase

Use Of Proceeds

Events Of Default

other liabilities outstanding (including
trade payables). The indenture under
which the Notes were issued does not
restrict the incurrence of senior
indebtedness or any other indebtedness,
by the Company or any of its
subsidiaries. See "Description of
Notes—- Subordination" at page 21.

The Notes are issued in book-entry form,
registered in the name of DTC or its
nominee. Purchasers will not receive
individually certificated Notes.
Instead, the Notes are evidenced by a
global note, in fully registered form
and without coupons in minimum
denominations of $1,000, and deposited
with the trustee, as custodian for DTC.
The interest of any holder in the global
note will be shown on, and transfers of
that interest will be effected only
through, records maintained by DTC and
its direct and indirect participants.
See "Description of Notes-- Form,
Denomination, Transfer, Exchange and
Book-Entry System" at page 17.

If the Company experiences a specified
change in control, a holder of Notes
will have the right, subject to certain
conditions and restrictions, to require
the Company to repurchase, with cash or
stock, some or all of the Notes at a
price equal to 100% of the principal
amount plus accrued and unpaid interest
to the repurchase date. The repurchase
price is payable in cash or, at the
Company's option and subject to the
satisfaction of certain conditions, in
Class A Common Shares. If the Company
pays the repurchase price in Class A
Common Shares, the shares will be valued
at 95% of the average closing sales
prices of the Class A Common Shares for
the five trading days preceding and

5

including the third trading day prior to
the repurchase date. See "Description of
Notes ——- Repurchase at Option of Holders
Upon a Change of Control" at page 24.

The Company will not receive any of the
proceeds from the sale of the Notes or
the Class A Common Shares by the selling
holders.

Events of default include:
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failure to pay principal of or
premium, if any, on any of the
Notes when due;

failure to pay interest on any

of the Notes within 30 days after
payment becomes due, whether or not
such payment is prohibited by the
provisions of the indenture;
failure to perform or comply with
certain covenants in the indenture
with respect to the Notes, and such
failure is not cured within 60 days
after the Company is given written
notice of such failure;

failure by the Company or any of
its subsidiaries to pay when due
(either at final maturity or upon
acceleration of the due date), more
than $20 million of indebtedness
for money borrowed, and such
indebtedness is not discharged, or
such acceleration is not rescinded
or annulled, within 60 days after
the Company receives written notice
of such failure;

certain events of bankruptcy,
insolvency or reorganization of the
Company; and

failure to provide the required
notice of any change in control or
to pay the repurchase price in
connection with a change in
control, whether or not the notice
is prohibited by the subordination
provisions of the indenture.

Trading The Notes currently are designated for
trading in the Private Offerings, Resale
and Trading through Automatic Linkages
(PORTAL) Market of the National
Association of Securities Dealers, Inc.
The Class A Common Shares trade on the
New York Stock Exchange under the symbol

"AM,"

Governing Law The indenture and the Notes are governed
by the laws of the State of New York.

Risk Factors For a description of some of the risks

you s
Notes

hould consider before buying the
or the Class A Common Shares, see

"Risk Factors" beginning on page 7 of
this prospectus.

Ratio Of Earnings To Fixed Charges

Six Months
Ended August

31, Year Ended February

28 or 29,

9
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2000 2001 1997 1998

1.1x - 6.3x 8.2x

The amount of the deficiency for the first six months
of fiscal 2002 was $140,027,000. The ratio of earnings
to fixed charges is computed by dividing fixed charges
into earnings plus fixed charges. For purposes of
determining this ratio, earnings represent earnings
before income taxes and the cumulative effect of
accounting change. Fixed charges consist of interest
expense and the estimated interest component of rent
expense.

RISK FACTORS

Your investment in the Notes involves significant risk. You should carefully
consider the following risk factors and the other information set forth in this
prospectus before deciding to purchase any Notes.

RISKS RELATING TO THE OFFERING

THE COMPANY'S SUBSTANTIAL LEVERAGE COULD ADVERSELY AFFECT ITS FINANCIAL
CONDITION AND PREVENT IT FROM FULFILLING ITS OBLIGATIONS UNDER THE NOTES.

The Company 1is highly leveraged. On September 30, 2001, it had total
indebtedness of approximately $968 million and shareholders' equity of
approximately one billion. The Company and its subsidiaries will be permitted to
incur additional indebtedness in the future. See "Description of Notes" at page
16. In addition, the Company may incur substantial further indebtedness under
any new credit facilities that it may enter into, whether or not on the terms
currently contemplated. Its ability to make scheduled payments of principal of,
or to pay the interest on, or to refinance, its indebtedness (including the
Notes), or to fund planned capital expenditures will depend on its future
operating performance, which, to a certain extent, is subject to general
economic, financial, competitive, legislative, regulatory and other factors that
are beyond the Company's control. Based upon the Company's current level of
operations, management believes that cash flow from operations and available
cash, together with available borrowings under credit facilities, will be
adequate to meet currently anticipated funding requirements. Management cannot
assure you that the Company will have adequate liquidity to fund its ongoing
cash needs. It may, however, need to refinance all or a portion of the principal

1999

6.9x

10
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of the Notes on or prior to maturity. There can be no assurance that the
Company's business will generate sufficient cash flow from operations, or that
future borrowings will be available under existing credit facilities in an
amount sufficient to enable it to service its indebtedness, including the Notes,
or to fund its other ligquidity needs. In addition, there can be no assurance
that the Company will be able to effect any such refinancing on commercially
reasonable terms or at all. The degree to which the Company will be leveraged
could have important consequences to holders of the Notes, including, but not
limited to:

o making it more difficult for the Company to satisfy its obligations with
respect to the Notes;

o increasing the Company's vulnerability to general adverse economic and
industry conditions;

o limiting the Company's ability to obtain additional financing to fund
future working capital, capital expenditures and other general corporate
requirements;

o requiring the dedication of a substantial portion of the Company's cash

flow from operations to the payment of principal of, and interest on, its
indebtedness, thereby reducing the availability of such cash flow to fund
working capital, capital expenditures, research and development or other

general corporate purposes; and

o limiting the Company's flexibility in planning for, or reacting to, changes
in our business and the industry.

In addition, the indenture contains financial and other restrictive covenants
that limit the Company's ability to, among other things, borrow additional
funds. Failure by the Company to comply with such covenants could result in an
event of default which, if not cured or waived, could have a material adverse
effect on the Company. See "Description of Notes" at page 16.

THE NOTES ARE JUNIOR TO THE COMPANY'S SENIOR DEBT.

The Notes are subordinated in right of payment to all the Company's current and
future senior debt. Upon any distribution to the Company's creditors in a
liquidation or dissolution, the holders of senior debt are entitled to be paid
in full before any payment may be made with respect to the Notes. In addition,
the subordination provisions of the indenture provide that payments with respect
to the Notes are blocked in the event of a payment default on senior debt

and may be blocked for up to 179 days each year in the event of certain
non-payment defaults on senior debt. In the event of the Company's bankruptcy,
liquidation or reorganization, holders of the Notes will participate ratably
with all holders of subordinated indebtedness that is deemed to be of the same
class as the Notes and potentially with all other general creditors, based upon
the respective amounts owed to each holder or creditor, in the Company's
remaining assets. In any of the foregoing events, there can be no assurance that
there would be sufficient assets to pay amounts due on the Notes. As a result,
holders of Notes may receive less, ratably, than the holders of senior debt.

11



Edgar Filing: AMERICAN GREETINGS CORP - Form S-3/A

In addition, under the subordination provisions of the indenture, payments that
would otherwise be made to holders of the Notes will instead be paid to holders
of senior debt under certain circumstances. As a result of these provisions,
other creditors (including trade creditors) that are not holders of senior debt
may recover more, ratably, than the holders of the Notes. In addition, the Notes
will be effectively subordinated to all outstanding obligations of any of the
Company's subsidiaries. As of September 30, 2001, the Company had $867.4

million of senior debt outstanding and its subsidiaries had $204.7 million of
outstanding debt and other liabilities (including trade payables). In addition,
the Company is able to incur a significant amount of additional senior
indebtedness under its existing credit facilities. The indenture also permits
the incurrence of substantial additional indebtedness, including senior debt, by
the Company and its subsidiaries in the future. See "Description of Other
Indebtedness" at page 15.

THE NOTES ARE EFFECTIVELY SUBORDINATED TO THE DEBT OF THE COMPANY'S
SUBSIDIARIES.

The Company derives much of its revenue from its subsidiaries. The indenture
governing the Notes permits the incurrence of substantial additional
indebtedness by the Company and its subsidiaries, and does not require its
subsidiaries to guarantee the Notes. In the event of a bankruptcy, liquidation
or reorganization of a subsidiary, holders of any of such subsidiary's
indebtedness will have a claim to the assets of the subsidiary that is prior to
its interest in those assets. As of September 30, 2001, the aggregate amount of
indebtedness and other liabilities of the Company's subsidiaries (including
trade payables) was approximately $204.7 million. If any subsidiary indebtedness
were to be accelerated, there can be no assurance that the assets of such
subsidiary would be sufficient to repay such indebtedness or that the Company's
assets and the assets of its other subsidiaries would be sufficient to repay in
full its indebtedness, including the Notes. See "Description of Other
Indebtedness" at page 15.

THE PRICE OF THE COMPANY'S CLASS A COMMON SHARES, AND THEREFORE THE PRICE OF ITS
NOTES, MAY BE VOLATILE, WHICH MAY RESULT IN LOSSES FOR INVESTORS.

The market price for the Company's Class A Common Shares has been volatile in
the past, and several factors could cause the price to fluctuate substantially
in the future. These factors include:

o announcements of developments related to the Company's business;

o fluctuations in the Company's results of operations;

o sales of substantial amounts of the Company's securities into the
marketplace;

o general conditions in the Company's industry or the worldwide economy;

o an outbreak of war or hostilities;

o a shortfall in revenues or earnings compared to securities analysts'
expectations;

o changes in analysts' recommendations or projections; and

o announcements of new acquisitions or other projects by the Company.

The market price of Class A Common Shares may fluctuate significantly in the

12
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future, and these fluctuations may be unrelated to its performance. General
market price declines or market volatility in the future could adversely affect

the price of Class A Common Shares, and the current market price may not be
indicative of future market prices. The trading price of the Notes is, in part,
a function of the market price of Class A Common Shares.

FUTURE SALES OF THE COMPANY'S CAPITAL STOCK MAY DEPRESS PRICES OF ITS CLASS A
COMMON SHARE PRICES AND THE NOTES.

Sales of a substantial amount of the Company's capital stock in the public
market, or the appearance that such amount is available for sale, could
adversely affect the market price for Class A Common Shares. As of

September 30, 2001, the Company had the following equity securities and
options to purchase equity securities outstanding: 62,758,273 Class A Common
Shares; options to purchase 9,365,365 Class A Common Shares; 4,626,791

Class B Common Shares; and options to purchase 1,122,963 Class B Common Shares.

In addition, 13,004,002 Class A Common Shares and 1,511,578 Class B Common
Shares were reserved for issuance pursuant to options granted or available for
grant under the Company's stock options plans and employee stock purchase plan.
Class B Common Shares may be converted into Class A Common Shares at any time at
the election of the holder.

THE COMPANY'S CHARTER DOCUMENTS AND OHIO LAW MAY INHIBIT A TAKEOVER AND LIMIT
THE COMPANY'S GROWTH OPPORTUNITIES, WHICH COULD CAUSE THE MARKET PRICE OF ITS
CLASS A COMMON SHARES TO DECLINE.

Certain provisions of Ohio law and the Company's Articles of Incorporation could
have the effect of making it more difficult for a third party to acquire, or of
discouraging a third party from attempting to acquire, control of the Company.
Its Articles of Incorporation provide for the Board of Directors to be divided
into three classes of directors serving staggered three-year terms. Such
classification of the Board of Directors expands the time required to change the
composition of a majority of directors and may tend to discourage a proxy
context or other takeover bid for the Company. In addition, its Articles of
Incorporation provide for Class B Common Shares, which have ten votes per share.
Applicable provisions of Ohio law also restrict the Company's ability to engage
in certain business combination transactions with owners of 10% or more of the
outstanding common shares. See "Description of Capital Stock" at page 29.

THE COMPANY MAY NOT HAVE THE ABILITY TO RAISE THE FUNDS NECESSARY TO FINANCE ANY
CHANGE OF CONTROL OFFER REQUIRED BY THE INDENTURE.

Upon a change of control, the Company will be required to offer to repurchase
all outstanding Notes at 100% of the principal amount thereof plus accrued and
unpaid interest to the date of repurchase. However, there can be no assurance
that sufficient funds will be available at the time of any change of control to
make any required repurchases of Notes tendered or that restrictions in its
credit facilities will allow the Company to make such required repurchases.
Notwithstanding these provisions, the Company could enter into certain
transactions, including certain recapitalizations, that would not constitute a
change of control but would increase the amount of debt outstanding at such
time. See "Description of Notes —-- Repurchase at Option of Holders Upon a Change
in Control" at page 24.
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NO PUBLIC MARKET EXISTS FOR THE NOTES, AND THE PRICE OF THE NOTES MAY BE
VOLATILE.

There is no existing market for the Notes and, although the Notes are eligible
for trading in PORTAL, there can be no assurance as to the liquidity of any
markets that may develop for the Notes, the ability of holders of the Notes to
sell their Notes or the prices at which holders would be able to sell their
Notes. Future trading prices of the Notes will depend on many factors,
including, among other things, prevailing interest rates, the Company's
operating results and the market for similar securities. In addition, if the
Company or its securities are downgraded by any rating agency, the trading price
of the Notes may decrease. The initial purchasers have advised the Company that
they intend to make a market in the Notes offered hereby. However, they are not
obligated to do so, and any market making may be discontinued at any time
without notice. The Company does not intend to apply for listing of the Notes on
any securities exchange.

FEDERAL AND STATE LAWS PERMIT A COURT TO VOID THE NOTES UNDER CERTAIN
CIRCUMSTANCES.

Under applicable provisions of federal bankruptcy law or comparable provisions
of state fraudulent transfer law, if, among other things, the Company, at the
time it incurred the indebtedness evidenced by the Notes, (1) (a) was or is
insolvent or rendered insolvent by reason of such occurrence or (b) was or is
engaged in a business or transaction for which the assets remaining with the
Company constituted unreasonably small capital or (c) intended or intends to
incur, or believed or believes it would incur, debts beyond its ability to pay
such debts as they mature, and (2) the Company received or receives less than
reasonably equivalent value or fair consideration for the incurrence of such
indebtedness, then the Notes could be voided, or claims in respect of the Notes
could be subordinated to all of the Company's other debts. In addition, the
payment of interest and principal by the Company pursuant to the Notes could be
voided and required to be returned to the person making such payment, or to a
fund for the benefit of the Company's creditors. The measures of insolvency for
purposes of the foregoing considerations will vary depending upon the law
applied in any proceeding with respect to the foregoing. Generally, however, the
Company would be considered insolvent if:

o the sum of its debts, including contingent liabilities, were greater than
the saleable value of all of its assets at a fair valuation or if the
present fair saleable value of its assets were less than the amount that
would be required to pay its probable liability on its existing debts,
including contingent liabilities, as they become absolute and mature; or

o the Company could not pay its debts as they become due.

On the basis of historical financial information, recent operating history and
other factors, management believes the Company will not be insolvent, will not
have unreasonably small capital for the business in which it is engaged and will
not incur debts beyond its ability to pay such debts as they mature. There can
be no assurance, however, as to what standard a court would apply in making such
determinations or that a court would agree with the Company's conclusions in
this regard.
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RISKS RELATING TO THE COMPANY'S BUSINESS

THE COMPANY CANNOT ASSURE YOU THAT IT WILL HAVE ADEQUATE LIQUIDITY TO FUND ITS
ONGOING CASH NEEDS.

Over the next twelve months, the Company will face significant capital
requirements in order to fund its restructuring program, its negotiated contract
with a major mass merchandiser, and its seasonal working capital needs. In
addition, the Company may have additional funding needs during or after that
period that are not currently anticipated. There can be no assurance that
additional financing will be available to the Company or, if available, that it
can be obtained on terms acceptable to management or within limitations that are
contained in the Company's current or future financing arrangements. Failure to
obtain any necessary additional financing could result in the delay or
abandonment of some or all of the Company's restructuring plans, negatively
impact its ability to make capital expenditures and result in its failure to
meet its obligations.

In addition, from 1992 to 1999, the Company took certain tax deductions related
to its corporate-owned life insurance programs (COLI). Recently, a federal tax
decision unfavorable to another corporation for a similar COLI issue was
published. As a result, the Company recorded a non-cash charge of appro