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2011 CHAIRMAN’S LETTER TO SHAREHOLDERS

Fiscal 2011 was an outstanding year for Finish Line. Full-year comparable store sales increased more than
6%, driven by improved conversion and average dollars per transaction in our stores and strong growth in e-
commerce sales, which were up 30%. Diluted EPS was up more than 39% over last year to $1.26 per share.

We continued to execute our company’s strategic plan, which was put in place two years ago and has helped
Finish Line focus on and deliver results that meet or exceed our goals and key financial targets. By consistently
and aggressively executing this strategic plan, we are delivering on our mission to drive long-term shareholder
value.

Our results have been exceptionally strong, putting us at or near historical highs on several key performance
metrics. Operating margin for fiscal 2011 was 9%, which is well on the way to achieving our goal for annual
double-digit operating margin performance. Product margins expanded again in fiscal 2011 to a new historical
high. Inventory turn is at three times, a goal we achieved in fiscal 2011 and expect to maintain. Inventory aging
ended the year in the best position it has ever been in our company’s history. Shrink fell to its lowest level ever.
E-commerce sales hit a peak as a percentage to total sales. Our balance sheet remains strong, as we ended the
year with no debt and $300 million in cash on hand.

Clearly, our plan is producing results. Finish Line remains committed to these three strategic priorities to
drive sales and earnings growth:

* Growing our core Finish Line business;
* Expanding beyond our core business to create long-term growth;

e Driving shareholder value through dividends and share repurchases.

To support these priorities, we have defined a four-part capital allocation strategy. The first part is to fund
the growth of our core business from cash generated by operations. Second, we plan to invest up to $150 million
over time toward growth outside of our core business. Third, we expect to return excess cash to shareholders
through dividends and share repurchases. Finish Line plans to grow its dividend on an annual basis, funded
through cash generated by the core business. We also plan to be more aggressive with opportunistic share
repurchases, deploying up to $75 million over time. The fourth and final part of our capital allocation strategy is
to maintain our strong balance sheet to preserve financial strength, flexibility, and security as well as a
competitive edge.

In terms of our number one strategic priority—growing our core Finish Line business—it is important to
point out that all of the performance milestones we reached in fiscal 2011 were achieved with sales per square
foot in Finish Line stores of $317, which is well below our historical high of $352 per square foot. That means
there is plenty of runway to grow our existing business by driving the top line in our stores as well as increasing
e-commerce sales. Our goal is to double e-commerce sales within the next three years.



We expect to build sales by remaining focused on our premium positioning. Finish Line will continue to
distinguish our brand through an exciting and compelling shopping experience as well as by carrying the most
relevant products from the best brands. Footwear is, and will continue to be, our largest product category and we
will continue to build upon our leadership position in running. We also expect basketball, a category that
rebounded in the back half of fiscal 2011, to continue its positive momentum.

Finish Line will also make key investments to support our sales growth initiatives. For example, we will
invest in marketing with a focus on strengthening our Winner’s Circle loyalty program as well as outreach to our
customers through traditional and digital channels. Within information technology, we are bolstering our
infrastructure with people and technology and upgrading store and merchandising systems. With the major
opportunity that digital commerce presents, we are also investing in the technology and people that will enable
our ambitious e-commerce growth plans.

Finish Line will also continue to make investments in strengthening vendor partnerships, such as the highly
productive relationship we have now with Nike. In fact, we plan to continue to roll out Nike Track Club in our
stores nationwide. This concept is creating excitement and enhancing the shopping experience for our customers.
We also expect to upgrade stores that require some form of remodel and will continue to learn from a new store
prototype that we opened during fiscal 2011. This store is a great learning lab for us and we’ll apply key
takeaways--physical and technical--to our business at large as appropriate.

Make no mistake, we know the value of the successful organization we have created at Finish Line and the
strong momentum we have in our core business. We’ve got a great thing going and we are absolutely committed
to making sure we keep it moving, keep it growing and keep it successful. I want to thank our Board of Directors
and Finish Line executive leadership team as well as all of our associates and employees everywhere for the
tremendous effort and energy they continue to display.

As we work toward making our existing business as strong as we know it can be, we also realize that we
must look beyond our core business to secure our long-term future—to identify and pursue our company’s next
leg of growth. This process is ongoing as we look for format and/or geographic extensions that could come from
a variety of paths up to and including mergers and acquisitions. Our commitment is to be disciplined and smart
while identifying growth initiatives that play to our fundamental strengths as a company.

This is an exciting time for Finish Line. Our strategic plan has led us to achieve our best historical
performance on many of the most important measures in retail. We’ve created and sustained a strong balance
sheet, which is a competitive advantage. We have more opportunity to grow our core business and are
aggressively pursing that growth. Finally, we are in the position to go to the next level of growth outside our core
business and have the strong cash flow as well as the right capital allocation strategy to get us there.

Overall, we are moving into the new fiscal year with great confidence and optimism and look forward to
continuing to reach our goals. Above all else, it is our mission to drive long-term value for you, our shareholders,
and we want to thank you for the continued support you have shown by investing in Finish Line.

Glenn Lyon
Chairman and Chief Executive Officer
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PART I

Forward-Looking Statements

This Annual Report on Form 10-K, and the documents incorporated by reference, contain statements which
constitute forward-looking statements within the meaning of the Private Securities Litigation Reform Act of
1995. Except for the historical information contained herein, the matters discussed in this Form 10-K and the
documents incorporated by reference are forward-looking statements that involve risks and uncertainties that
could cause actual results to differ materially from those expressed in or implied by such forward-looking
statements. Factors that could cause actual results to differ materially include, but are not limited to: general
economic conditions and adverse factors impacting the retail footwear industry; depressed demand in the housing
market; changing consumer preferences; the inability of The Finish Line, Inc. and its consolidated subsidiaries
(collectively, the “Company”) to successfully market its footwear, apparel, accessories and other merchandise;
price, product and competition from other retailers (including internet and direct manufacturer sales);
fluctuations in oil prices causing changes in gasoline and energy prices, resulting in changes in consumer
spending and utility and product costs; the unavailability of products; the inability to locate and obtain acceptable
lease terms for the Company’s stores; the loss of key employees; management of strategic growth initiatives
including potential mergers and acquisitions and other components of our capital allocation strategy; changes in
financial condition or results of operations; litigation and the other risks detailed in the Company’s Securities and
Exchange Commission filings. In this Annual Report on Form 10-K, words such as “anticipates,” “believes,”
“expects,” “will continue,” “future,” “intends,” “plans,” “estimates,” “projects,” “budgets,” “may,” “will,”
“could” and similar expressions identify forward-looking statements. Readers are cautioned not to place undue
reliance on forward-looking statements, which speak only as of the date hereof. The Company undertakes no
obligation to release publicly the results of any revisions to these forward-looking statements that may be made
to reflect events or circumstances after the date hereof or to reflect the occurrence of unanticipated events.
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Item 1—Business
General

Throughout this Annual Report on Form 10-K, the fiscal years ended February 26, 2011, February 27, 2010
and February 28, 2009 are referred to as fiscal 2011, 2010 and 2009, respectively.

The Finish Line, Inc. (“Finish Line”) together with its subsidiaries (collectively, the “Company”), is one of
the nation’s largest mall-based specialty retailers.

Finish Line. Finish Line is a premium retailer of athletic shoes, apparel and accessories. As of April 15,
2011, the Company operated 660 Finish Line stores averaging approximately 5,400 square feet in 47 states. In
addition, the Company operates an e-commerce site, www.finishline.com, as well as mobile commerce via
m.finishline.com. Finish Line stores generally carry a large selection of men’s, women’s and kids’ performance
and athletic casual shoes, as well as an assortment of apparel and accessories. Brand names offered by Finish
Line include Nike, Brand Jordan, Reebok, Puma, adidas, Under Armour, Asics, Brooks, New Balance, Mizuno,
Lacoste, The North Face and many others. Finish Line’s goal is to be the premium athletic footwear retailer,
which is defined by offering the most relevant products from the best brands in an engaging and exciting
shopping environment (in stores and online) with knowledgeable staff trained to deliver outstanding customer
service.

Man Alive. The Company operated Man Alive stores, which was a street fashion retailer offering men’s and
women’s name brand fashions from the industry’s leading designers, until July 4, 2009. On June 21, 2009, the
Company entered into a definitive asset purchase agreement with an unaffiliated buyer, Man Alive Acquisitions,
LLC (“the Buyer”), under which the Buyer assumed certain assets and liabilities of Man Alive, effective July 4,
2009. Results of Man Alive are included in discontinued operations.



The Company’s principal executive offices are located at 3308 N. Mitthoeffer Road, Indianapolis, Indiana
46235, and its telephone number is (317) 899-1022.

Operating Strategies

The Company seeks to be the premium athletic footwear retailer in the markets it serves. To achieve this,
the Company has developed the following elements to its business strategy:

Emphasis on Customer Service and Convenience. The Company is committed to providing a premium
shopping experience that is relevant and rewarding for customers both in stores and online.

Finish Line seeks to achieve this objective in stores by providing convenient mall-based locations that
feature a compelling store design and a differentiated customer experience as well as a vast selection of fashion-
forward and innovative products. Finish Line also works to maintain optimal in-stock levels of merchandise and
employs knowledgeable and courteous sales associates. In the year ending March 3, 2012 (“fiscal 2012”), Finish
Line plans to roll out nationally a commission program to incentivize sales associates. This program was piloted
in three markets in fiscal 2011 with improved sales results in those selected locations.

Online, Finish Line seeks to provide an easy shopping experience, robust product selection and outstanding
service as well as new solutions to providing access for customers to the Company’s products, such as mobile
commerce.

Inventory Management. The Company stresses effective replenishment and distribution to each store. The
Company’s advanced information and distribution systems enable it to track inventory in each store by
stockkeeping unit (SKU) on a daily basis, giving the Company flexibility to merchandise its products effectively.
Also, store associates are able to use the wide area network (“WAN”) and perpetual inventory system to locate
and sell merchandise that can then be fulfilled from another store. Finish Line recently deployed a new
merchandise planning and allocation program to strengthen its ability to have the right merchandise in the right
stores at the right time. These systems allow the Company to respond promptly to changing customer preferences
and to maintain optimal inventory levels in each store. The Company’s inventory management system features
automatic replenishment driven by point-of-sale (POS) data capture and a highly automated distribution center,
which enables the Company to ship merchandise to each store every third day.

Product Diversity; Target Customer Appeal. The Company stocks its stores with a combination of the
leading and newest brand name merchandise, including in-line offerings and unique products manufactured
exclusively for the Company. The focus is on Finish Line maintaining its status as a leader in the running
category; however, several product categories are represented. Product diversity, in combination with the
Company’s store formats and commitment to customer service, is intended to attract a core customer (typically
male, age 18-24) as well as other key demographics. The Company is focused on premium product, meaning the
best brands, trend-right styles and most relevant selection, not necessarily dictated by price.

Brand Strategies

Finish Line Store Strategy. Since the Company’s initial public offering in June 1992, Finish Line has
expanded from 104 stores to 660 stores at April 15, 2011. The Company opened 11 new Finish Line stores and
closed 13 stores in fiscal 2011. Total square footage decreased 0.7% in fiscal 2011 due to closings offset partially
by an increase from new stores. The 11 new stores in fiscal 2011 averaged approximately 4,500 square feet.

In fiscal 2012, the Company intends to open approximately five to 10 new Finish Line stores and close
10-15 stores. The Company expects Finish Line’s square footage to decrease by less than 1% due to more store
closings anticipated than new store openings. The actual closings in fiscal 2012 will depend on the outcome of
landlord negotiations on an individual store by store basis. The new Finish Line stores in fiscal 2012 will consist
of stores averaging approximately 5,000 square feet.



Commitment to Continually Strengthen Infrastructure. Over the last several years, the Company has made
a number of strategic infrastructure investments, including enhancements to its management, payroll, store
operations, distribution and information systems. The Company has also invested in material handling equipment
that includes a high speed shipping sorter and a tilt-tray sortation system. This equipment enables the Company
to process merchandise through the distribution center in a more efficient and accurate manner. This equipment
has increased the Company’s throughput capacity and allows it to increase its in-stock position at the stores.

The Company intends to commit significant resources over the next couple of years to make the necessary
changes to the Company’s system infrastructure to accommodate multiple store formats. The Company intends
to establish a system infrastructure that is capable of handling other potential acquisitions or new concepts that
may arise in the future.

In fiscal 2012, the Company will continue to invest capital to enhance its merchandising and allocation
systems, improve technology in information systems at both the stores and back office, along with upgrades to its
e-commerce site.

Merchandise

The following table sets forth net sales along with the percentage of net sales attributable to the categories of
footwear and softgoods during the years indicated. These amounts and percentages fluctuate substantially during
the different consumer buying seasons. To take advantage of this seasonality, the Company’s stores have been
designed to allow for a shift in emphasis in the merchandise mix between footwear and softgoods items.

Year Ended
Category February 26, 2011 February 27, 2010 February 28, 2009
(in thousands)
Footwear ........... ... .. .. .. ... .. .. .. .. $1,056,586 86% $1,005,166 86% $1,023,009 86%
Softgoods . . ... 172,416  14% 167,249  14% 171,648 14%
Total ... .. $1,229,002 100% $1,172,415 100% $1,194,657 100%

All merchandising decisions, including merchandise mix, pricing, promotions and markdowns, are made at
the Company’s corporate headquarters. The store manager and district sales manager, along with management at
the Company’s headquarters, review the merchandise mix to adapt to permanent or temporary changes or trends
in the marketplace.

Footwear

Finish Line’s distinctive shoe walls are stocked with the latest in performance, athletic casual and seasonal
footwear that the industry has to offer, including Nike, Brand Jordan, Reebok, Puma, adidas, Under Armour,
Asics, Brooks, New Balance, Mizuno, Lacoste and others. To make shopping easier for customers, footwear is
categorized into sections including: running, basketball, athletic casual, fitness and seasonal. Most categories are
available in men’s, women’s and kid’s styles.

Softgoods (Apparel and Accessories)

Many of the same companies that supply Finish Line with quality footwear also supply softgoods, including
products made by Brand Jordan, Nike, Under Armour, and The North Face. Additional suppliers within the
accessories business include New Era, Oakley, Implus, Power Balance, Lance Armstrong Foundation, along with
many others. Categories of softgoods consist of tops, pants, shorts, outer wear, running wear, fleece, fitness wear
and sport-casual wear. In addition, the Company carries licensed apparel, socks, athletic bags, backpacks,
sunglasses, watches and shoe-care products.

Finish Line has its own private label, which focuses on basics such as t-shirts, shorts and socks.
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The Company also works closely with the branded apparel vendors to continue developing new exclusive
product offerings.

Direct-to-Consumer

The Company continues its focus on increasing the direct-to-consumer business and enhancing a cross-
channel customer experience in-line with its strategic direction. The Company continues to redesign and update
its e-commerce site to enhance the quality and functionality of the site. The Company has an established and
dedicated team focused exclusively on its growing e-commerce channel, which includes the e-commerce
advertising, design and content team, along with the technology and operations team. In addition, the Company
has developed a mobile commerce site and is expanding its presence on social media to stay in-step with the
evolving lifestyles of its target consumers. Finishline.com is the Company’s most visible store with
approximately 180,000 visitors per day.

Marketing

The Company attempts to reach its target audience by using a multifaceted approach to marketing and
advertising on national, regional and local levels. The Company utilizes its store windows, direct mail, e-mail,
viral media, outdoor and the internet in its marketing efforts.

The Company also takes advantage of advertising and promotional assistance from many of its suppliers.
This assistance takes the form of cooperative advertising programs, in-store sales incentives, point-of-purchase
materials, product training for employees and other programs. Total advertising expense was 1.6% of net sales
after deducting co-op reimbursements in fiscal 2011 compared to 1.4% in fiscal 2010. These percentages
fluctuate substantially during the different consumer buying seasons. The Company also believes that it benefits
from the multi-million dollar advertising campaigns of its key suppliers, such as Nike, adidas and Reebok.

The Company also uses in-store contests, promotions and event sponsorships to further market the brand.

The Company also has a customer loyalty program called “Winner’s Circle.” Customers earn a $20 reward
certificate for every $200 they spend at Finish Line within a 12 month period, in addition to receiving special
member offers and discounts on footwear and apparel. The Company maintains a database with the Winner’s
Circle information that it uses to communicate to members regarding key initiatives and promotions as well as to
mail members other pertinent information. The Company continues to put an emphasis on growing the
membership base of the Winner’s Circle program, which increased 18% in fiscal 2011 and improving the
marketing effectiveness of the Winner’s Circle program to drive sales. In fiscal 2012, the Company will be
enhancing the Winner’s Circle program to drive sales and move the model from its main reliance on discounts to
include other member benefits as well.

Purchasing and Distribution

A footwear and softgoods buying department performs the Company’s merchandise purchasing. These
departments consist of vice-presidents and divisional merchandise managers, multiple buyers and associate
buyers. These centralized merchandising departments are under the direction of a President, Chief Merchandising
Officer. The buying department is supported by a planning and merchandising department.

The Company believes that its ability to buy in large quantities directly from suppliers enables it to obtain
favorable pricing and trade terms. Currently, the Company purchases product from approximately 100 suppliers
and manufacturers of athletic and fashion products, the largest of which (Nike) accounted for approximately 61%
and 65% of total purchases in fiscal 2011 and 2010, respectively. The Company purchased approximately 82% of
total merchandise in fiscal 2011 and 2010 from its five largest suppliers. The Company and its vendors use EDI
technology to streamline purchasing and distribution operations.
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The Company utilizes warehouse management computer software for distribution center processing that
features RF technology. This software was modified to interface with the high speed shipping sorter and tilt-tray
sortation system. This system has helped improve productivity and accuracy as well as reduce the time it takes to
send merchandise to stores. The Company believes this innovative technology will continue to improve its
operations as well as allow for real-time tracking of inventory within the distribution center and in transit to the
stores.

Nearly all of the Company’s merchandise is shipped directly from suppliers to the distribution center, where
the Company processes and ships it by contract and common carriers to its stores. Each day shipments are made
to one-third of the Company’s stores. In any three-week period, each store will receive five shipments. A
shipment is normally received by the store one to four days from the date that the order is filled depending on the
store’s distance from the distribution center.

Management Information System

The Company has a computerized management information system, which includes a local area network of
computers at corporate headquarters used by management to support decision-making along with PC-based POS
computers at the stores. Store computers are connected via Multiprotocol Label Switching to computers at
corporate headquarters. A perpetual inventory system permits corporate management to review daily each store’s
inventory by department, class and SKU. This system includes an automated replenishment system that allows
the Company to replace faster-selling items more quickly. Store associates are able to use the WAN and
perpetual inventory system to locate and sell merchandise that can then be fulfilled from another store. Other
functions in the system include accounting, distribution, inventory tracking and control.

The Company has also made significant investments in its Human Capital Management systems over the
past several years by purchasing and implementing a new HR and Payroll system for processing efficiencies, a
new Time, Labor and Scheduling system for better store labor management and new Performance Management
software applications to assist the corporate office with talent management, recruiting and staff evaluations.

Store Operations

The Company’s Corporate Vice Presidents, Regional Vice Presidents and District Sales Managers visit the
stores regularly to review the implementation of Company plans and policies, monitor operations, and review
inventories and the presentation of merchandise. Accounting and general financial functions for the stores are
conducted at corporate headquarters. Each store has a store manager or co-managers that are responsible for
supervision and overall operations, one or more assistant managers, and additional full and part-time sales
associates.

Regional, district and store managers receive a fixed salary (except store managers in California) and are
eligible for bonuses, based primarily on sales, payroll and shrinkage performance goals of the stores for which
they are responsible. All store managers in California, assistant store managers and sales associates are paid on
an hourly basis. In fiscal 2012, the Company plans to roll out nationally a commission program to incentivize
sales associates. This program was piloted in three markets in fiscal 2011 with improved sales results in those
selected locations.

Real Estate

As of April 15, 2011, the Company operated 660 stores averaging approximately 5,400 square feet in 47
states. The Company’s stores are primarily located in enclosed shopping malls. The typical Finish Line store
format has a sales floor, which includes a try-on area, and a display area where each style of footwear carried in
the store is displayed by category (e.g., running, basketball, athletic casual), and adjacent stock room where the
footwear inventory is maintained. Sales floors in Finish Line stores represent approximately 65% to 75% of the
total space.



The Company believes that its ability to obtain attractive, high traffic store locations, such as in enclosed
malls, and maintaining and or improving productivity in its existing store base are critical elements of its
business and a key factor in its future growth and profitability. In determining new store locations, management
evaluates market areas, in-mall locations, “anchor” stores, consumer traffic, mall sales per square foot,
competition and occupancy, construction and other costs associated with opening a store.

The Company leases all of its stores. Initial lease terms of the stores are generally 10 years in duration
without renewal options, although some of the stores are subject to leases for five years with one or more renewal
options. The leases generally provide for a fixed minimum rental plus a percentage of sales in excess of a
specified amount and contain a clause (kick-out) that allows the Company to terminate the lease if specific sales



Retirement Plan

In fiscal 2011, the Company contributed cash in the amount of $300,000 (net of forfeitures) to the
Company’s Profit Sharing Plan.

The Company’s Profit Sharing Plan also includes a 401(k) feature whereby the Company matches 50
percent of employee contributions to the plan up to six percent of the employee’s wages. The Company
contributed matching funds of approximately $962,000 in fiscal 2011 and $1,757,000 in fiscal 2010.

Intellectual Property

The Company has registered in the United States and other countries, trademarks and service marks relating
to its business. The Company believes its trademark and service mark registrations are valid, and it intends to be
vigilant with regard to infringing or diluting uses by other parties, and to enforce vigorously its rights in its
trademarks and service marks.

Available Information

The Company’s Internet address is www.finishline.com. The Company makes available free of charge
through its Internet website the Company’s Annual Report on Form 10-K, Quarterly Reports on Form 10-Q,
Current Reports on Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or
15(d) of the Securities Exchange Act of 1934, as amended, as soon as reasonably practicable after such reports
and amendments are electronically filed with or furnished to the Securities and Exchange Commission. In
addition, the Company’s Code of Ethics is available on its Investor Relations page under “Corporate
Governance.”

Item 1A—Risk Factors

The current economic and financial conditions have caused and may continue to cause a decline in consumer
spending and may adversely affect the Company’s business, operations, liquidity, financial results and stock
price.

The Company’s operating results are affected by the relative condition of the U.S. economy. Business and
financial performance may be adversely affected by current and future economic conditions that cause a decline
in business and consumer spending, including a reduction in the availability of credit, increased unemployment
levels, higher energy and fuel costs, rising interest rates, financial market volatility and recession. Additionally,
the Company may experience difficulties in operating and growing its operations to react to economic pressures
in the U.S.

As a business that depends on consumer discretionary spending, our customers may reduce their purchases
due to job losses or fear of job losses, foreclosures, bankruptcies, higher consumer debt and interest rates,
reduced access to credit, falling home prices and lower consumer confidence. Decreases in comparable store net
sales, customer traffic or average dollar per transaction negatively affect the Company’s financial performance,
and a prolonged period of depressed consumer spending could have a material adverse effect on our business.
Promotional activities and decreased demand for consumer products could affect profitability and margins.
Customer traffic is difficult to forecast. As a consequence, sales, operating and financial results for a particular
period are difficult to predict, and, therefore, it is difficult to forecast results to be expected in future periods. Any
of the foregoing could have a material adverse effect on the business, results of operations, and financial
condition and could adversely affect the Company’s stock price.

Additionally, many of the effects and consequences of the U.S. and global financial and economic
conditions could potentially have a material adverse effect on the Company’s liquidity and capital resources,

including the ability to raise additional capital if needed, and the ability of banks to honor draws on the
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Company’s credit facility, or could otherwise negatively affect the Company’s business and financial results.
Although the Company normally generates funds from operations to pay operating expenses and fund capital
expenditures, the ability to continue to meet these cash requirements over the long-term may require access to
additional sources of funds, including capital and credit markets, and continuing market volatility, the impact of
government intervention in financial markets and general economic conditions may adversely affect the ability of
the Company to access capital and credit markets.

The global economic conditions may also adversely affect suppliers’ access to capital and liquidity with
which to maintain their inventory, production levels and product quality and to operate their businesses, all of
which could adversely affect the Company’s supply chain. In addition, suppliers might reduce their offerings of
customer incentives and vendor allowances, cooperative marketing expenditures and product promotions. Market
instability could make it more difficult for the Company and its suppliers to accurately forecast future product
demand trends, which could cause the Company to carry too much or too little merchandise in various product
categories. The current financial and economic conditions may also adversely affect landlords and real estate
developers of retail space, which may limit the availability of attractive leased store locations. The current
conditions may also adversely affect the Company’s product liquidation efforts.

The Company’s business faces a great deal of competitive pressure.

The athletic footwear business is highly competitive. The Company competes for customers, associates,
locations, merchandise, services and other important aspects of its business with many other local, regional,
national and branded vendor operated retailers. Those competitors, some of whom have a greater market
presence than the Company, include traditional store-based retailers, Internet businesses and other forms of retail
commerce. Unanticipated changes in the pricing and other practices of those competitors may adversely affect
the Company’s performance.

The Company’s business is dependent on consumer preferences and fashion trends.

The athletic footwear and softgood industry is subject to changing fashion trends and customer preferences.
The Company cannot guarantee that its merchandise selection will accurately reflect customer preferences when
it is offered for sale or that the Company will be able to identify and respond quickly to fashion changes,
particularly given the long lead times for ordering much of the Company’s merchandise from vendors. For
example, athletic footwear is ordered four to six months prior to delivery to stores. If the Company fails to
anticipate accurately either the market for the merchandise in the stores or customers’ purchasing habits, the
Company may be forced to rely on markdowns or promotional sales to dispose of excess, slow moving inventory,
which may adversely affect performance.

Various risks associated with Internet sales may adversely affect the Company’s business.

The Company sells merchandise over the Internet through its website, www.finishline.com. Although the
Internet operations encompass less than 10% of its total sales, the Company anticipates that the percentage will
continue to grow and thus the risks associated with these operations could have an impact on the Company’s
overall operations. The Internet operations are subject to numerous risks, including unanticipated operating
problems, reliance on third party computer hardware and software providers, system failures and the need to
invest in additional computer systems. The Internet operations also involve other risks that could have an impact
on the Company’s results of operations including hiring, retention and training of personnel to conduct the
Internet operations, diversion of sales from the stores, rapid technological change, liability for online content,
credit card fraud, risks related to the failure of the computer systems that operate the website and its related
support systems, including computer viruses, telecommunication failures and electronic break-ins and similar
disruptions. There can be no assurance that the Internet operations will continue to achieve sales and profitability
growth or even remain at its current level.



The Company’s operations are dependent on a single distribution center, and the loss of, or disruption in, the
distribution center and other factors affecting the distribution of merchandise, could have a material adverse
effect on the Company’s business and operations.

The distribution functions for the Company are handled from a single facility in Indianapolis, Indiana. Any
significant interruption in the operation of the distribution facility due to natural disasters, accidents, system
failures or other unforeseen causes could delay or impair the ability to distribute merchandise to stores and/or
fulfill Internet orders, which could cause sales to decline.

The Company depends upon third-party carriers for shipment of a significant amount of merchandise. An
interruption in service by these third-party carriers for any reason could cause temporary disruptions in business,
a loss of sales and profits, and other material adverse effects.

Freight cost is impacted by changes in fuel prices through surcharges. Fuel prices and surcharges affect
freight costs both on inbound freight from suppliers to the distribution center as well as outbound freight from the
distribution center to stores. Increases in fuel prices and surcharges and other factors may increase freight costs.

The Company may experience fluctuations in results of operations due to seasonality of the business.

The Company’s business is subject to seasonal influences, with a major portion of sales and income
historically realized during the second and fourth quarters of the fiscal year, which includes the back-to-school
and holiday seasons, respectively. This seasonality causes operating results to vary considerably from quarter to
quarter and could materially and adversely affect the Company’s stock price.

The Company’s business may be adversely affected by changes in merchandise sourcing.

All of the Company’s vendors must comply with applicable laws and required standards of conduct. The
ability to find qualified vendors and access products in a timely and efficient manner can be a challenge,
especially with respect to goods sourced outside the United States. Political or financial instability, trade
restrictions, tariffs, currency exchange rates, transport capacity and costs and other factors relating to foreign
trade, and the ability to access suitable merchandise on acceptable terms are beyond the Company’s control and
could adversely impact performance.

Changes in labor conditions as well as the Company’s inability to attract and retain the talent required for the
business, may negatively affect operating results.

Future performance will depend upon the Company’s ability to attract, retain and motivate qualified
employees, including store personnel and field management. Many of those associates are in entry level or part-
time positions with historically high rates of turnover. The ability to meet the Company’s labor needs while
controlling costs is subject to external factors such as unemployment levels, prevailing wage rates, minimum
wage legislation and changing demographics. If the Company is unable to attract and retain quality associates,
the ability to meet growth goals or to sustain expected levels of profitability may be compromised. In addition, a
large number of the Company’s retail employees are paid the prevailing minimum wage, which if increased
would negatively affect profitability and could, if the increase were material enough, require the Company to
adjust its business strategy, which may include the closure of less profitable stores. Although none of the
Company’s employees are currently covered under collective bargaining agreements, the Company cannot
guarantee that employees will not elect to be represented by labor unions in the future. If some, or all, of the
Company’s workforce were to become unionized and collective bargaining agreement terms were significantly
different from the Company’s current compensation arrangements or work practices, it could have a material
adverse effect on the Company’s business, financial condition and results of operations.

Changes in relationships with any of the Company’s key vendors may have an adverse impact on future
results.

The Company’s business is dependent to a significant degree upon the ability to purchase premium brand-
name merchandise at competitive prices, including the receipt of volume discounts, cooperative advertising and
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markdown allowances from vendors. The Company purchased approximately 82% of its merchandise in fiscal
2011 from its top five vendors and expects to continue to obtain a significant percentage of its product from these
vendors in future periods. Approximately 61% was purchased from one vendor (Nike). The inability to obtain
merchandise in a timely manner from major suppliers (particularly Nike) as a result of business decisions by
suppliers or any disruption in the supply chain could have a material adverse effect on the business, financial
condition and results of operations of the Company. Because of the 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 the Company’s target customers could also have an adverse effect on the
business, financial condition and results of operations of the Company.

The Company’s business may be adversely affected by regulatory and litigation developments.

Various aspects of the Company’s operations are subject to federal, state or local laws, rules and
regulations, any of which may change from time to time. Sales and results of operations may be adversely
affected by new legal requirements, including comprehensive federal health care legislation enacted in 2010 and
attendant regulations. For example, new legislation or regulations may result in increased costs directly for
compliance or indirectly to the extent that such requirements increase prices of goods and services because of
increased compliance costs. Additionally, the Company is regularly involved in various litigation matters that
arise in the ordinary course of doing business. Litigation or regulatory developments could adversely affect the
business operations and financial performance of the Company.

Health care reform could adversely affect the Company’s business.

In 2010, Congress enacted comprehensive health care reform legislation which, among other things,
includes guaranteed coverage requirements, eliminates pre-existing condition exclusions and annual and lifetime
maximum limits, restricts the extent to which policies can be rescinded, and imposes new and significant taxes
on health insurers and health care benefits. Due to the breadth and complexity of the health reform legislation,
the current lack of implementing regulations and interpretive guidance, and the phased-in nature of the
implementation, it is difficult to predict the overall effect of the statute and related regulations on the business
over the coming years. Possible adverse effects of the health reform legislation include increased costs, exposure
to expanded liability and requirements for the Company to revise ways in which it conducts business.

The Company’s business may be adversely affected by the failure to identify suitable store locations and
acceptable lease terms.

To take advantage of customer traffic and the shopping preferences of customers, the Company needs to
obtain and retain stores in desirable locations such as in regional and neighborhood malls anchored by major
department stores. The Company cannot be certain that desirable mall locations will continue to be available.
Several large landlords dominate the ownership of prime malls in the United States and because of the
dependence upon these landlords for a substantial number of the Company’s locations, any significant erosion of
the relationships with these landlords or their financial condition would negatively affect the ability to obtain and
retain store locations. Additionally, further landlord consolidation may negatively affect the ability to obtain and
retain store locations at acceptable lease terms. The Company’s average lease term remaining for all stores is
relatively short (average remaining term of 3.5 years). Due to the short-term nature, the Company is subject to
potential market changes, which could increase occupancy costs and adversely affect profitability.

The Company’s inability to implement its strategic growth initiatives may have an adverse impact on future
results.

The Company’s ability to succeed in its strategic growth initiatives could require significant capital
investment and management attention, which may result in the diversion of these resources from the core
business and other business issues and opportunities. Additionally, any new initiative is subject to certain risks
including customer acceptance, competition, product differentiation, challenges to economies of scale in
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merchandise sourcing and the ability to attract and retain qualified personnel, including management. There can
be no assurance that the Company will be able to develop and successfully implement its strategic growth
initiatives to a point where they will become profitable, or generate positive cash flow. If the Company cannot
successfully execute its strategic growth initiatives, the Company’s financial condition and results of operations
may be adversely impacted.

A major failure of information systems could adversely affect the Company’s business.

The efficient operation of the Company’s business is dependent on information systems. In particular, the
Company relies on information systems to effectively manage sales, distribution, merchandise planning and
allocation functions. The Company possesses offsite recovery capabilities for its information systems. The failure
of information systems to perform as designed could disrupt the Company’s business and adversely affect sales
and profitability.

Unauthorized disclosure of sensitive or confidential customer information, whether through a breach of the
Company’s computer system or otherwise, could harm the Company’s business.

As part of the normal course of business, the Company collects, processes and retains sensitive and
confidential customer information. Despite the security measures that are in place, the Company’s facilities and
systems, and those of its third party service providers, may be vulnerable to security breaches, acts of vandalism,
computer viruses, misplaced or lost data, programming and/or human errors, or other similar events. Any
security breach involving the misappropriation, loss or other unauthorized disclosure of confidential information,
whether by the Company or its third party service providers, could damage the Company’s reputation, expose the
Company to the risks of litigation and liability, disrupt operations and harm the Company’s business.

Because the Company’s stock price may be volatile, it could experience substantial declines.

The market price of the Company’s common stock has historically experienced and may continue to
experience volatility. The Company’s quarterly operating results, changes in general conditions in the economy
or the financial markets, and other developments affecting the Company, its key vendors or competitors, could
cause the market price of the Company’s common stock to fluctuate substantially. In addition, in recent years, the
stock market has experienced significant price and volume fluctuations. This volatility has affected the market
prices of securities issued by many companies; often for reasons unrelated to their operating performance, and
may adversely affect the price of the Company’s common stock.

Anti-takeover provisions under the Indiana Business Corporation Law and the Company’s Restated Articles
of Incorporation and Bylaws may render more difficult the accomplishment of mergers or the assumption of
control by a principal shareholder, making more difficult the removal of management.

Certain provisions of the Indiana Business Corporation Law (the “IBCL”), specifically the constituent
interests provision in Section 23-1-35-1 of the IBCL, the control share acquisitions provisions in Sections
23-1-42-1 to 23-1-42-11 of the IBCL, the business combination provisions in Sections 23-1-43-1 to 23-1-43-24,
and certain provisions of the Company’s Restated Articles of Incorporation and Bylaws, specifically the
provisions creating high vote common stock (the Class B Common Stock), the provisions regarding preferred
stock, the provisions requiring a supermajority vote for certain business combinations and for certain
amendments to the Restated Articles of Incorporation, the provisions requiring approval of certain transactions
by the continuing directors, the provisions for a staggered board and the provisions limiting removal of directors
to removal for cause, may have the effect of discouraging an unsolicited attempt by another person or entity to
acquire control of the Company. These provisions may make mergers, tender offers, the removal of management,
and certain other transactions more difficult or more costly and could discourage or limit shareholder
participation in such types of transactions, whether or not such transactions are favored by the majority of the
shareholders. The provisions also could limit the price that investors might be willing to pay in the future for
shares of the Company’s common stock. Further, the existence of these anti-takeover measures may cause
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potential bidders to look elsewhere, rather than initiating acquisition discussions with the Company. Any of these
factors could reduce the price of the Company’s common stock.

Other factors may negatively affect the Company’s business.

The foregoing list of risk factors is not exclusive. Other factors and unanticipated events could adversely
affect the Company. The Company does not undertake any obligation to revise any forward-looking statement to
reflect events or circumstances that occur after the date the statement is made.

Item 1B—Unresolved Staff Comments

Not Applicable.

Item 2—Properties

The Company’s corporate headquarters and distribution center are located on 54 acres in Indianapolis,
Indiana. The facility consists of 142,000 square feet of office space and 647,000 square feet of warehouse space.
The facility, which is owned by the Company, was designed and constructed to the Company’s specifications and
includes automated conveyor and storage rack systems, a high speed shipping sorter and a tilt-tray sortation
system designed to reduce labor costs, increase efficiency in processing merchandise and enhance space
productivity.

Store Locations

At April 15, 2011, the Company operated 660 stores in 47 states. The Company’s stores are primarily
located in enclosed shopping malls. The following table sets forth information concerning the Company’s stores.

State State
Alabama .......... ... . 12 Nebraska ......... ... .. ... .. 6
ATIZONA .ottt 12 Nevada ........ ..., 5
Arkansas ... 6 New Hampshire .......................... 4
California .......... ..., 44 New Jersey .......veuiinininiienn.. 14
Colorado .......... oo 15 New MexXiCo .....c.vuiiiininnnnenan... 4
Connecticut . .........c.vuiiniinininenan... 8 New York ....... .. ... i 31
Delaware ..., 1 NorthCarolina........................... 18
Florida ...... ... .. . i, 47 NorthDakota ............ ... .. ......... 2
GeOrgia . oottt 19 Ohio ... 38
Idaho ... ... 2 Oklahoma .............. .. .. .. . ... 7
HHnois ... 35 Oregon ......oouviiii i 2
Indiana ........ ... .. . . i 24 Pennsylvania ............. .. .. .. ... .. ... 38
Towa ... 9 Rhodelsland ............ ... .. .. .. ... .. 1
Kansas ... 9 SouthCarolina........................... 10
Kentucky ...... ... o i 8 SouthDakota ............................ 1
Louisiana ........... . ..., 10 Tennessee . ..........oeuveueuninenenenn.. 19
Maine .......... . I oTeXas «oov et 60
Maryland .......... .. .. .. 17 Utah ... 2
Massachusetts ...............cooiinenan... 15 Virginia ......... 26
Michigan ........ .. .. . . i 24 Washington . ............c.cooiiiiia... 9
Minnesota . ..........c.iiiiiiiiii., 7 WestVirginia ........... .. ... ...
MIiSSISSIPPT + v vvoe e e 5 Wisconsin . ... 11
MiSSOUIT .+ .o vt 13 Wyoming . ... 1
Montana ............c. i 1

Total ... ... . 660
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The Company leases all of its stores. Initial lease terms for the Company’s stores are generally 10 years in
duration without renewal options, although some of the stores are subject to leases for five years with one or
more renewal options. The leases generally provide for a fixed minimum rental plus contingent rent, which is
determined as a percentage of gross sales in excess of specified levels.

Item 3—Legal Proceedings

The Company is subject from time to time to certain legal proceedings and claims in the ordinary course of
conducting its business. The Company will record a liability related to its legal proceedings and claims when it
has determined that it is probable that the Company will be obligated to pay and the related amount can be
reasonably estimated, and it will disclose the related facts in the footnotes to its financial statements, if material.
If the Company determines that an obligation is reasonably possible, the Company will, if material, disclose the
nature of the loss contingency and the estimated range of possible loss, or include a statement that no estimate of
loss can be made. The Company believes there are no pending legal proceedings in which the Company is
currently involved which will have a material