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Financial Highlights

AUGUST 31, 2001 2000 1999 1998 1997

In thousands, except share data

Income Statement Data

Sales $525,333 $602,985 $571,596 $565,360 $448,544
Net Income (Loss) (11,083) (4,409) (8,772) 40,058 38,865
Income (Loss) Attributable to

Common Shareholders (19,236) (12,414) (10,647) 40,058 38,865
Diluted Earnings (Loss) Per Share (0.95) (0.61) (0.51) 1.62 1.76
Balance Sheet Data
Total Assets $535,069 $592,479 $623,303 $597,277 $572,187
Long-Term Obligations 93,271 65,790 6,543 126,413 94,144
Shareholders’ Equity 309,882 374,053 378,434 341,654 355,405
Common Stock FIRST SECOND THIRD FOURTH
Price Range QUARTER QUARTER QUARTER QUARTER
Fiscal 2001

High $ 9.75 $ 9.00 $ 8.75 $ 7.06

Low 6.44 6.18 6.16 4.36

Close (at quarter end) 8.00 8.45 7.04 4.49
Fiscal 2000

High $ 8.69 $10.19 $11.19 $ 8.25

Low 7.00 6.81 6.88 6.38

Close (at quarter end) 7.19 8.19 7.75 6.63
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To our

Shareholders:

ur results over the past year were disappointing, with continuing

revenue declines, primarily in our Consumer Business, exceeding

the positive impact of sales and operational improvements in our
Organizational and Education businesses. These revenue declines were exacerbated,
during the second half of our fiscal year, by the downturn in the economy and by a
dramatic reduction in the popularity and sales of Personal Digital Assistants
(“PDA’s”) in our consumer-oriented channels. To confront and reverse these trends,

our focus over the past year has been on three key objectives:

 To complete the financial restructuring * To begin to reposition the Company
of the Company — including exiting all strategically — including focusing our
non-core activities and businesses, reduc- financial and managerial resources on
ing our indebtedness, shrinking our reenergizing, stabilizing, redefining and
common-share equivalents and resetting preparing for growth in our historical
our cost structure. core businesses and ofterings; targeting

select new market segments with new
offerings and channels; and expanding our
reach and market power through strategic
partnerships and alliances.

* To reorganize the Company’s operations —
including aligning all of the Company’s
operations around the three major
customer groups we serve, getting “impact
players” in all key leadership positions and
dramatically reducing the size, scope, and
costs of our central operations.
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A brief report on our activities and progress on
each of these objectives follows:

Financial Restructuring.

A principal focus over the past year has been

on completing the Company’s financial restructur-
ing, including: (1) exiting all non-core businesses
and activities; (2) transforming our capital
structure; and (3) fundamentally resetting our cost
structure. We are pleased that this phase is now
nearing completion.

Exiting non-core businesses and activities. During
the 1994-1998 period, the Company made a
number of acquisitions and expanded into
additional “value-chain” activities. In addition to
increasing the complexity and cost structure of the
business, these activities drew substantial amounts
of capital and management focus away from
redefining and growing Franklin Covey’s core
businesses. During the past 18 months we have
focused on exiting essentially all of these non-core
businesses and activities. To this end, we have:

* Sold operations and assets — including our
Sports Marketing business, our Time Index
“tabbing” operations in Phoenix, our
commercial printing operations, various pieces
of land owned by the Company, our Premier
Agendas business (sale pending), and various
other pieces of real estate, including the
potential sale/ leaseback of our corporate
campus (currently under consideration).

* Closed operations — including our “south”
corporate campus in Provo, Utah; our New
Zealand office, our Priorities Magazine’s
operations, our Japanese publishing
operations, and our binder manufacturing
and repair businesses.

* Outsourced non-core activities — including our
Information Technology, distribution, and call
center operations, and most of our marketing
communications services.

*  Written-down non-productive assets — including
past investments in software, and other good-
will-intensive assets which were not successtul.

Exiting these operations and activities will reduce
the complexity, cost structure, and capital intensity
of our ongoing operations and allow us to better
focus on our core businesses and activities.

Transforming our capital structure. The principal
aims of our capital structure transformation
efforts have been to increase our financial
flexibility and shrink the number of common
share equivalents outstanding:

* Increasing our financial flexibility. To increase
our financial flexibility, we plan to pay-oft all of

our existing indebtedness with the proceeds
from the pending Premier Agendas sale,
increase our cash position and increase the
amount of our unused credit facility.

+ Shrinking the number of common share
equivalents. Through repurchasing options,

purchasing shares in the open market,
tendering for shares (pending) and requiring
key officers to purchase shares (rather than issue
a large number of options to them), we expect
to significantly reduce the number of common
share equivalents outstanding.

These efforts should help to insure our ability to
weather difficult times, provide us with the capital
necessary to support the strategic repositioning of
the Company and increase the leverage of future
positive results on common shareholder value.

Resetting our Cost Structure. The focus of

our cost restructuring efforts has been to
dramatically reduce our overhead and operating
costs, and convert fixed costs to variable costs
wherever possible.
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* Reducing costs by $45 million. Within the

next few weeks we expect to complete the
final stages of a major cost reduction eftort
which is expected to significantly lower our
breakeven point. And, while restructuring
charges will be incurred during fiscal 2002 in
connection with some of these cost elimina-
tions, the annually recurring benefit of these
cost reductions is expected to be more than
$45 million. These efforts include dramatic
reductions of central services functions and
costs, business unit operating expenses, cost of
goods sold and manufacturing costs, technology
product development and information
technology costs.

» Converting fixed costs to variable. We have also
focused on converting fixed costs to variable
costs. As a result of outsourcing our distribution
and call center activities, fixed costs in these
areas will be reduced to “per box” or “per
hour” costs. In addition, many of our
organizational consultants who, in the past,
have received salaries, will now be paid on a
“per day” bass.

While the full-year benefit of these cost
reductions will not be realized until fiscal 2003,
the annually recurring benefit of these initiatives
will be very substantial.

Organizational Realignment. Three key
organizational initiatives have been essential to the

achievement of our cost reduction efforts, and to

increasing our ability to rapidly create and market
new offerings and products to meet the needs of

our key customer groups. These efforts include:

Organizing into Strategic Business Units
(“SBU’™) around the customers we serve.

In the past, our product development,
marketing and channel management activities
have operated relatively independently. By
reorganizing to align all product development,
product management, supply chain, marketing
and channel activities into three SBU’ focused
on the key Organizational, Consumer, and
Educational customer groups we serve, we have
reduced costs, increased accountability, and
intensified our focus and speed on serving the
specific needs of these varying customer
groups. We believe that this focus is essential for
stabilizing our core businesses and preparing
them for growth.

Getting “impact players” in all key positions. As
we have reorganized around our key customer
groups, we have also made a number of changes
in our senior management team. With more
than two thirds of our top 40 executives either
new to the Company or new to their positions
over the past 18 months, we now feel that we
have “impact” players in all of our key positions.
Nothing is more important to our future than
having the right people in the right slots.

Reducing scope of central company functions.
By exiting all non-core functions, organizing
into SBU’s, and getting strong leaders into all
key roles, the size, scope, cost and role of our
central functions has been able to be
dramatically reduced. Following completion of
our cost reduction efforts, only approximately
25 full-time equivalent employees will work in
all central company functions.
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Strategic Repositioning. Our recapitalization,

cost reduction and reorganization eftorts will
increase our financial flexibility, simplify our
capital structure, reduce costs and streamline
operations. However, our key challenge is to
stabilize, and then begin to grow revenues. Over
the past several years, revenues, particularly in our
Consumer SBU, have declined significantly. This
decline in revenue is expected to continue in our
2002 fiscal year, exacerbated by the events of
September 11 and by the downturn in the
economy. The sale of our Premier Education SBU
will allow us to focus our capital, product
development and marketing efforts on stabilizing
and growing revenues in our Organizational and
Consumer SBU?, the historical core of the
Company. Our efforts in these SBU’s will be on:

» Refreshing, strengthening, and redefining our
historical core operations — by linking our core

offerings more closely to the achievement of
our customers’ key business results, creating
new compelling ofterings, and expanding our
delivery options and platforms.

+ Targeting select new market segments — with
dedicated teams armed with new, focused

offerings and go-to-market approaches. For
example, our Sales Performance Group, which
helps its clients to measurably increase their
success in selling technical solutions and
professional services, has a list of blue chip
clients with whom it has multi-year
engagements and 1s growing rapidly.

+ Expanding our market power through strategic
partnerships and alliances — including oftering

certain of our products through new third-
party consumer channels, and forming new
go-to-market alliances in our Organizational
SBU. For example, under our strategic
partnership with EDS, they will introduce
certain of our offerings to their customers and
work with us to create new joint offerings
which each of us will take to our respective
customer bases.

While we are pleased with our progress against a
number of our key initiatives, and want to thank
our many dedicated, talented associates for their
tremendous efforts, resilience and accomplish-
ments during this past year, we still have much to
do to in order to firmly establish Franklin Covey
as the leader in helping organizations and
individuals to measurably increase their ability to
identify, focus on and achieve the things which
matter most to them. We are committed to and
confident in our ability to achieve this potential!
Thank you for your continued trust and support.

Sincerely,

ek

Robert A. Whitman
Chairman of the Board of Directors

Hyrum W. Smith
Vice Chairman of the Board of Directors

Ateptin B G,

Stephen R. Covey
Vice Chairman of the Board of Directors
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

v/ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934 FOR THE FISCALYEAR ENDED AUGUST 31, 2001

[1 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934 FOR THE TRANSITION PERIOD FROM TO

FRANKLIN COVEY CO.

(Exact name of registrant as specified in its charter)

Utah 1-11107 87-0401551
(State or other jurisdiction (Commission File No.) (IRS Employer
of incorporation) Identification No.)

2200 West Parkway Boulevard
Salt Lake City, Utah 84119-2331

(Address of principal executive offices, including zip code)

Registrant’s telephone number, including area code: (801) 817-1776

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Fach Exchange on Which Registered
Common Stock, $.05 Par Value New York Stock Exchange

[ 1 Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d)
of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant

was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
YES NO []

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of Registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.[]

The aggregate market value of the Common Stock held by non-affiliates of the Registrant on November 1, 2001,
based upon the closing sale price of the Common Stock of $3.49 per share on that date, was approximately
$49,486,933. Shares of the Common Stock held by each officer and director and by each person who may be deemed
to be an affiliate of the Registrant have been excluded.

As of November 1, 2001, the Registrant had 19,881,531 shares of Common Stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE
Parts of the Registrant’s Proxy Statement for the Registrant’s Annual Meeting of Shareholders, which is scheduled
to be held on January 11, 2002, are incorporated by reference in Part III of this Form 10-K.
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PART I

Item 1. Business

GENERAL

Franklin Covey Co. (the “Company” or “Franklin
Covey”) is an international learning and performance
solutions company dedicated to helping organizations,
individuals and students become measurably more
effective. To achieve that goal, the Company provides
training and education programs, consulting services,
educational materials, publications, assessment and
measurement tools, implementation processes and
application tools. Franklin Covey focuses its efforts on
providing solutions in five main areas: Productivity,
Leadership, Communications, Education and Sales.
The Company is organized to focus it efforts to serve
three customer segments; organizations, individual
consumers and schools. The Company also measures
the impact of training investments. Effectiveness
solutions are delivered through Company owned retail
stores, catalog operations, training seminars, computer-
based training and planning services, its own Internet
sites, clients’ and partners’ Intranet sites, sales to
educational institutions and through consulting
services. To facilitate implementation of the principles
it teaches, the Company produces and/or markets a
number of tools and curricula such as the Franklin
Planner®, PALM® and other handheld electronic
organizers, wireless communication organizers,
Agendas, What Matters Most and 7 Habits of Highly
Effective People training seminars, CD ROM?,
Personal Coaching and custom projects.

One of the Company’s mainstay staple tools that assist
clients in implementing effectiveness training is the
Franklin Planning System. The Franklin Planning
System typically implements training and learning by
using tools such as the Franklin Planner. The original
Franklin Planner consists of a paper-based, two-page
per day planning system combined with a seven-ring
binder, a variety of planning aids, weekly, monthly and
annual calendars and personal management sections.
The Franklin Planner can also be purchased in one-
page per day or two-page per week versions. The
Company ofters various forms and accessories that
allow users to expand and customize their Franklin
Planner. A significant percentage of the users of the
original Franklin Planner continue to purchase a

renewal planner each year, creating substantial
recurring sales. The Company has also made the
Franklin Planning System available in desktop software
and as an add-on to handheld organizers, such as the
popular PALM® Computing organizer, Compaq’s®
iPAQ™ Pocket PC® Handspring’s™ Visor® and
wireless communication and planning devices. The
Company also provides an extension to Microsoft
Outlook® that incorporates Franklin Planning
productivity principles into the Outlook calendar
system. An online version of the Franklin Planner is
also available at www.franklinplanner.com that
synchronizes voicemail, email, note taking and
calendaring into both the paper-based system and the
electronic handheld and desktop versions of the
system. Franklin Covey markets the Franklin Planner
and accessory products directly to organizations and
individuals, through its catalog, its retail stores, its
e-commerce Internet site at www.franklincovey.com
and through third party channels.

The principles taught in the Company’s curriculum
have also been published in book and audiotape form.
Books sold by the Company include The 7 Habits of
Highly Effective People, Principle-Centered Leadership, First
Things First, The 7 Habits of Highly Effective Families,
Nature of Leadership and Living the 7 Habits, all by
Stephen R. Covey, The 10 Natural Laws of Time and
Life Management, What Matters Most and The Modern
Gladiator by Hyrum W. Smith, The Power Principle by
Blaine Lee and The 7 Habits of Highly Effective Téens,
by Sean Covey. These books, as well as audiotape and
CD audio versions of many of these products, are sold
through general retail channels, as well as through

the Company’s own catalog, its e-commerce web

site www.franklincovey.com and its more than 160
retail stores.

Franklin Covey provides its effectiveness solutions to
organizations in business, industry, government
entities, communities, to schools and educational
institutions, and to individuals. The Company sells its
services to organizations and schools through its own
direct sales force. The Company delivers its training
services to organizations, schools and individuals in
one of four ways:
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1. Franklin Covey consultants provide on-site
consulting or training classes for organizations and
schools. In these situations, the Franklin Covey
consultant can tailor the curriculum to the client’s
specific business and objectives.

2. The Company also conducts public seminars in
more than 200 cities throughout the United States,
where organizations can send their employees in
smaller numbers. These public seminars are also
marketed directly to individuals through the
Company’s catalog, e-commerce web-site, retail
stores, and by direct mail.

3. The Company’s programs are also designed to be
facilitated by licensed professional trainers and
managers in client organizations, reducing depend-
ence on the Company’s professional presenters, and
creating continuing revenue through royalties and
as participant materials are purchased for trainees by
these facilitators.

4. Franklin Covey also offers training modules known
as, Productivity in the Digital Age Learning Library.
These learning modules are delivered in five ways:
computer-based, on-line, in booklet form, audio
or live in training centers installed in certain
Company retail stores. They are designed for
individuals and to aid organizations in delivering
Franklin Covey effectiveness principles to
individuals throughout their organization. The
computer-based training provides on-demand
modularized learning and ties with the Company’s
personal productivity systems which are integrated
across various platforms and mediums.

In fiscal 2001, the Company provided products and
services to 83 of the Fortune 100 and more than 75
percent of the Fortune 500 companies. The Company
also provides its products and services to a number of
U.S. and foreign governmental agencies, including the
U.S. Department of Defense, as well as numerous edu-
cational institutions. Approximately 600,000 individuals
were trained during the year ended August 31, 2001.

The Company also provides products, consulting and
training services internationally, either through directly
operated offices, or through licensed providers. At
August 31,2001, Franklin Covey had direct operations
in Canada, Japan, Australia, Mexico, Brazil and the
United Kingdom. The Company also had licensed
operations in 31 countries.

RECENT ACQUISITIONS
AND DIVESTITURES

In January 1999, the Company acquired the assets of
Khalsa Associates, a leading sales training company. In
July 1999, Microsoft® announced that it had signed
an agreement with Franklin Covey to train its world-
wide sales force and its 21,000 sales channel partners
utilizing Franklin Covey’s unique consultative sales
training program.

In September 1999, the Company acquired the assets
of the Professional Resources Organization (the Jack
Phillips Group), a leading measurement assessment
firm specializing in measuring the impact and return
on investment in training and consulting.

In December 1999, Franklin Covey acquired a majority
interest in Daytracker.com, an on-line planning
company. The Daytracker.com web-site has been the

basis for the current www.franklincoveyplanner.com
planning web-site the Company offers to its customers.

In February 2000, Franklin Covey sold assets of the
commercial printing division of Publishers Press to
Mountain States Bindery of Salt Lake City, Utah. The
Company maintained the printing capabilities that
print the Franklin Planner and associated products.

In September 2000, the Company contributed the
assets of Personal Coaching to a new joint-venture
entity called Franklin Covey Coaching, LLC. Franklin
Covey owns 50 percent of the new entity and will
participate proportionately in the revenues and
earnings of the new partnership. The other 50 percent
is owned by AMS Direct, a major client of Franklin
Covey Coaching, LLC.

In November 2001, the Company signed an
agreement to sell the stock of Premier School Agendas,
a Bellingham, Washington based wholly-owned
subsidiary, for approximately $165 million to School
Specialty (NASDAQ: SCHS) of Greenville, Wisconsin.
The transaction is subject to regulatory approval and
other customary closing conditions. The Company
expects the sale to be completed during the second
quarter of fiscal year 2002.

Unless the context requires otherwise, all references to
the “Company” or to “Franklin Covey” herein refer to
Franklin Covey Co. and each of its operating divisions
and subsidiaries. The Company’s principal executive
offices are located at 2200 West Parkway Boulevard,
Salt Lake City, Utah 84119-2331 and its telephone
number is (801) 817-1776.

11
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FRANKLIN COVEY PRODUCTS

An important principle taught in Franklin Covey
productivity training is to have only one personal
productivity system and to have all of ones’ informa-
tion in that one system. Based upon that belief for
effective time management, the Franklin Planner has
been developed as one of the basic tools for imple-
menting the principles of Franklin Covey’s time
management system. The original Franklin Planner
consists of a paper-based Franklin Covey planning
system, a binder in which to carry it, various planning
aids, weekly, monthly and annual calendars as well as
personal management sections. Franklin Covey offers a
broad line of renewal planners, forms and binders for
the Franklin Planner, which are available in various
sizes and styles. For those who lead with technology
productivity systems, Franklin Covey also offers a
variety of electronic solutions incorporating the same
principles as the original Franklin Planner.

Paper Planners. Paper planner renewals are available
for the Franklin Planner in five sizes and various styles
and consist of daily or weekly formats, appointment
schedules, task lists, monthly calendars, daily expense
records, daily record of events, and personal manage-
ment pages for an entire year. Annual Renewal Planners
range in price from $15.00 to $47.00. The Master
Pack, which includes personal management tabs and
pages, a guide to using the planner, a pagefinder and
weekly compass cards completes a Franklin Planner.
The Master Pack price ranges from $6.75 to $8.25.

Electronic Solutions. The Company also offers its
time and life management methodology within a
complete Personal Information Management (“PIM”)
system through the Franklin Planner Software program.
This system can be used in conjunction with the
paper-based Franklin Planner, electronic handheld
organizers or used as a stand-alone planning and infor-
mation management system. The Franklin Planner
Software permits users to generate and print data on
Franklin Covey paper that can be inserted directly
into the Franklin Planner. The program operates in
the Windows® 95, 98, 2000 and NT operating
systems. Franklin Covey ofters Franklin Planner
Software at a retail price of $99.95, which includes all
necessary software, related tutorials and reference
manuals. The Company offers the software through
nationwide retail software stores, as well as in its own
retail stores, catalog, and e-commerce Internet site.

The Company also offers a version of its Franklin
Planner Software that is designed to operate as an
extension to Microsoft’s Outlook* software. This is
intended especially for companies that have already
standardized on Microsoft® for group scheduling, but
wish to make the Franklin Planning System available
to their employees without creating the need to support
two separate systems. As this kind of extension proves
its value in the market, the Franklin Planner Software
extension model will be expanded to other platforms.

Franklin Covey is also an OEM provider of the PALM®
Computing organizer that includes the Franklin
Planner Software when sold through Franklin Covey
channels. The PALM® has become another successful
planning tool offered by the Company through all of
its channels. The Company has introduced products
that can add paper-based planning to the electronic
planner as well as binders and carrying cases specific
to the PALM®. The Company also offers other
electronic organizers with the Franklin Planner
software such as the iPAQ™ Pocket PC from
Compaq® and the Visor™ by Handspring®.

Franklin Covey also ofters planning capabilities over
the Internet at www.franklinplanner.com. The
Company’s Web site allows customers to synchronize
with other planning software as well as handheld
organizers. Like the Franklin Planner Software, it also
allows users to print planner pages from the Web site
to fit in the various Franklin Planner sizes. The Web
version allows users to pull information from various
other Internet sites to customize the site to the
customer’s interests.

The Company also provides a series of products that are
part of its Productivity in the Digital Age initiative. This
initiative includes both tools and training designed to
measurably increase individual and organizational effec-
tiveness. These products include learning modules
designed to deliver Franklin Covey effectiveness principles
to individuals and organizations, including interactive
computer-based or on-line training, live training as
well as audio and printed materials. Productivity in the
Digital Age effectiveness tools include PDA’s, desktop
applications, on-line tools and software all designed to
synchronize information across platforms and systems.
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Agendas. Franklin Covey markets through its Premier
Agendas division agendas to schools and school districts
in order to help teachers and students enhance the
learning process. Premier sold more than 20 million
agendas in fiscal 2001, mostly in the United States and
Canada. An agenda consists of a wire-bound notebook
with dated pages to help the student keep track of
assignments and due dates, and to encourage regular
communication between the student, the parents and
the teacher. Most agendas are customized to include
the individual school’s rules, regulations, administrators
and scheduled events. Franklin Planner Agendas are
also sold in the Company’s retail stores, e-commerce
website and through the catalog for $7.95. In
November 2001, the Company signed an agreement
to sell the stock of Premier Agendas to School Specialty
for approximately $165 million. Pursuant to a license
from Franklin Covey, Premier will continue to expose
over 20 million K-12 students to Franklin Covey’s
world-renowned 7 Habits content. In addition, School
Specialty will feature select Franklin Covey products
in its catalogs. Franklin Covey will retain its educator
leadership and effectiveness training portion of Premier’s
business. The transaction is subject to regulatory
approval and other customary closing conditions. The
Company expects the sale to be completed during the
second quarter of fiscal year 2002.

Binders. Franklin Covey offers binders and electronic
organizer accessories (briefcases, portfolios, wallets/
purses, etc.) in a variety of materials, styles and Franklin
Planner sizes. These materials include high quality
leathers, fabrics, synthetics and vinyls in a variety of
color and design options. Binder styles include zipper
closures, snap closures, and open formats with pocket
configurations to accommodate credit cards, business
cards, checkbooks, electronic devices and writing
instruments. The Company’s binder products range in
price from $15.00 to $265.00.

Personal Development and Accessory Products.
To supplement its principal products, Franklin Covey
offers a number of accessories and related products,
including books, videotapes and audio cassettes
focused on time management, leadership, personal
improvement and other topics. The Company also
markets a variety of content-based personal develop-
ment products. These products include books, audio
learning systems such as multi-tape, CD’s and workbook
sets, CD-ROM software products, calendars, posters
and other specialty name brand items. The Company

offers numerous accessory forms through its Forms
Wizard software, which allows customization of forms,
including check registers, spread sheets, stationery,
mileage logs, maps, menu planners, shopping lists and
other information management and project planning
forms. The Company’s accessory products and forms
are generally available in the Franklin Planner sizes.

TRAINING, FACILITATION AND
CONSULTING SERVICES

Franklin Covey’s training, facilitation and consulting
services are marketed and delivered in the United
States by the Company’s Organizational Solutions
Group (OSG), which consists of talented consultants,
selected through a competitive and demanding
process, and highly qualified sales professionals.

Franklin Covey currently employs 101 training
consultants in major metropolitan areas of the United
States with an additional 43 training consultants
outside of the United States. Training consultants are
selected from a large number of experienced
applicants. These consultants generally have several
years of training and/or consulting experience and
excellent presentation skills. Once selected, the
training consultant goes through a rigorous training
program including multiple live presentations. The
training program ultimately results in the Company’s
certification of the consultant. Franklin Covey believes
that the caliber of its training consultants has helped
build its reputation of providing high quality seminars.
The Company’s OSG can also help organizational
clients diagnose inefficiencies in their organization and
design the core components of a client’s organizational
solutions. The efforts of the consultants are enhanced
by several proprietary consulting tools the Company
has designed for their use: Organizational Health
Assessment™ (“OHA”), used to assess client needs; the
Organizational Effectiveness Cycle™ (“OE-Cycle™”),
utilized for organizational diagnosis and re-design; and
the Principle-Centered Organizational Change
Process™ (“PCOC Process™”), a rigorous method-

ology for organizational change management.
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Franklin Covey’s OSG is organized in five regional
sales teams in order to assure that both the consultant
and the client sales professional participate in the devel-
opment of new business and the assessment of client
needs. Consultants are then entrusted with the actual
delivery of content, seminars, processes and other solu-
tions. Consultants follow up continuously with client
service teams, working with them to develop lasting
client impact and ongoing business opportunities.

Training and Education Programs. Franklin
Covey offers a range of training programs designed to

significantly and measurably improve the eftectiveness
of individuals and organizations. The Company’s
workshops are oriented to address each of the four
levels of leadership needs: personal, interpersonal,
managerial and organizational. In addition, the
Company believes each of its workshops provides a
stimulating and behavior changing experience which
frequently generates additional business. During fiscal
year 2001, more than 600,000 individuals were trained
using the Company’s curriculum in its single and
multiple-day workshops and seminars.

Franklin Covey’s single-day What Matters Most work-
shop competes in the time management industry. This
time management seminar is conducted by the Company’s
training consultants for employees of clients and in
public seminars throughout the United States and in
many foreign countries. The Company offers a
number of other single-day seminars and workshops
including Presentation Advantage™, a seminar helping
individuals and organizations make more eftective
business presentations; Writing Advantage®, a seminar
that teaches effective business writing and commu-
nication skills; and Project Management™, a seminar
designed to help individuals and organizations map
and organize complex projects. The Company’s
training consultants conduct these seminars and
workshops for employees of institutional clients and
public seminar participants.

Franklin Covey also delivers multiple-day workshops,
primarily in the Leadership area. Included in these
offerings is its three-day 7 Habits workshop based
upon the material presented in The 7 Habits of Highly
Effective People. The 7 Habits workshop provides the
foundation for continued client relationships and
generates more business as the Company’s content and
application tools are delivered deeper into the

organization. Additionally, a three-day 4 Roles of
Leadership course is offered, which focuses on the
managerial aspects of client needs. Franklin Covey
Leadership Week, which management believes 1s one
of the premier leadership programs in the United
States, consists of a five-day session focused on
materials from Franklin Covey’s The 7 Habits of Highly
Effective People and The 4 Roles of Leadership courses.
Franklin Covey Leadership Week is reserved for
executive level management. As a part of the week’s
agenda, executive participants design strategies for
long-term implementation of the Company’s
principles and content within their organizations.

In addition to providing consultants and presenters,
Franklin Covey also trains and certifies client facilita-
tors to teach selected Company workshops within the
client’s organization. Franklin Covey believes client-
facilitated training is important to its fundamental
strategy to create recurring client revenue streams.
After having been certified, clients can purchase
manuals, profiles, planners and other products to
conduct training workshops within their organization,
generally without the Company repeating the sales
process. This creates an annuity-type business,
providing recurring revenue, especially when
combined with the fact that curriculum content in
one course leads the client to additional participation
in other Company courses. Since 1988, Franklin
Covey has trained more than 19,000 client facilitators.
Client facilitators are certified only after graduating
from one of Franklin Covey’s certification workshops
and completing post-course certification requirements.

Franklin Covey regularly sponsors public seminars in
cities throughout the United States and in several
foreign countries. The frequency of seminars in each
city or country depends on the concentration of
Franklin Covey clients, the level of promotion and
resulting demand, and generally ranges from semi-
monthly to quarterly. Smaller institutional clients often
utilize the public seminars to train their employees.

In fiscal 1996, Franklin Covey introduced the Franklin
Covey Leadership Library series of video workshops.
The Franklin Covey Leadership Library is a series of
stand-alone video workshops that can be used in informal
settings as discussion starters, in staff meetings or as
part of an in-house leadership development program.
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The Company also offers a series of learning modules

that are part of its Productivity in the Digital Age initiative.

This initiative includes both tools and training designed
to measurably increase individual and organizational
eftectiveness. These products include learning modules
designed to deliver Franklin Covey effectiveness
principles to individuals and organizations, including
interactive computer-based or on-line training, live
training as well as audio and printed materials.
Productivity in the Digital Age eftectiveness tools include
PDA’s, desktop applications, on-line tools and software
all designed to synchronize information across various
platforms and systems.

Personal Coaching. Franklin Covey offers post-
seminar training in the form of personal coaching
through a joint-venture entity called Franklin Covey
Coaching, LLC.The entity employs 41 coaches that
interact with clients on the telephone to help them
implement the training principles learned from the
seminar they have taken. The entity offers personal
coaching for some the Company’s curriculum as well
as seminars offered by other training companies.

SALES AND MARKETING

The following table sets forth, for the periods indicated,
the Company’s revenue for each of its principal
distribution channels:

2001 2000 1999

Reetail Stores $151,943  $163,305 $140,850
Catalog / e-commerce 90,450 110,543 102,335
Organizational Solutions

Group 84,723 85,977 77,496
Educational 91,037 85,348 70,798
International 51,851 50,870 50,611
Other 55,329 106,942 129,506
Total $525,333  $602,985 $571,596

Franklin Covey uses retail stores, catalogs, its own
Web site, organizational and educational sales forces
and other distribution channels to market its products
to organizations, schools and individuals domestically
and internationally.

Retail Stores. Beginning in late 1985, Franklin
Covey began opening retail stores in areas of high
client density. The initial stores were generally located
in lower traffic destination locations. The Company
has since adopted a strategy of locating retail stores in
high-traffic retail centers, primarily large shopping
malls, to serve existing clients and to attract increased
numbers of walk-in clients. Franklin Covey believes
that higher costs associated with locating retail stores
in these centers have been offset by increased sales
from these locations. Franklin Covey’s retail stores,
which average approximately 2,000 square feet, are
stocked almost entirely with Franklin Covey products.
The Company’s retail stores strategy focuses on
providing exceptional client service at the point of
sale. Franklin Covey believes this approach increases
client satisfaction as well as the frequency and volume
of purchases. At August 31, 2001, Franklin Covey had
164 domestic retail stores located in 37 states and the
District of Columbia and 10 international stores.

Franklin Covey attracts existing clients to its retail
stores by informing them of store openings through
direct mail advertising. The Company believes that its
retail stores encourage walk-in traffic and impulse
buying and that store clients are a source of participants
for Franklin Covey’s public seminars. The stores have
also provided the Company with an opportunity to
assess client reaction to new product offerings and to
test-market new products. Portions of Franklin
Covey’s Productivity In The Digital Age training modules
are taught within the stores. Some of the retail stores
have been remodeled to accommodate small groups
taking these modularized training programs.

Franklin Covey believes that its retail stores have a
high-end image consistent with its marketing strategy.
Franklin Covey’s products are generally grouped in
sections supporting the different sizes of the Franklin
Planner. Products are attractively presented and
displayed with an emphasis on integration of related
products and accessories. Stores are staffed with a
manager, an assistant manager and additional sales
personnel as needed. Franklin Covey employees have
been trained to use the original Franklin Planner, as
well as its various electronic versions, enabling them
to assist and advise clients in selection and use of the
Company’s products. During peak periods, additional
personnel are added to promote prompt and
courteous client service.
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Catalog/e-Commerce. Franklin Covey periodically
mails catalogs to its clients, including a reference
catalog, holiday catalog, catalogs timed to coincide
with planner renewals and catalogs related to special
events, such as store openings or new product offerings.
Catalogs may be targeted to specific geographic areas
or user groups as appropriate. Catalogs are typically
printed in full color with an attractive selling present-
ation highlighting product benefits and features.

During fiscal 2001, entered into a long-term contract
with EDS to provide a large part of its customer
relationship management (CRM) in servicing its
Catalog and e-Commerce customers. Franklin Covey
uses EDS to maintain a client service department
which clients may call toll-free, 24 hours a day, Monday
through Saturday, to inquire about a product or to
place an order. Through a computerized order entry
systen, client representatives have access to client
preferences, prior orders, billings, shipments and other
information on a real-time basis. Each of the more than
350 customer service representatives has the authority
to immediately solve any client service problem.

The integrated CRM system provided by EDS allows
orders from customers to be processed quickly through
its warehousing and distribution systems. Client infor-
mation stored within the order entry system is also used
for additional purposes, including target marketing of
specific products to existing clients and site selection for
Company retail stores. Franklin Covey believes that its
order entry system helps assure client satisfaction through
both rapid delivery and accurate order shipment.

Organizational Solutions Group. Franklin Covey’s
sales professionals market the Company’s training,
consulting and measurement services to institutional
clients and public seminar clients.

Franklin Covey employs 135 sales professionals located
in five major metropolitan areas throughout the United
States who sell training services to institutional clients.
Franklin Covey employs an additional 69 sales profes-
sionals outside of the United States in 8 countries.
Sales professionals must have significant selling experi-
ence prior to employment by the Company and are
trained and evaluated at Franklin Covey and in their
respective sales territories during the first six months
of employment. Sales professionals typically call upon
persons responsible for corporate employee training,

such as corporate training directors or human resource
officers. Sales professionals work closely with training
consultants in their territories to schedule and tailor
seminars and workshops to meet specific objectives of
institutional clients.

Franklin Covey also employs 101 training consultants
throughout the United States who present institu-
tional and public seminars in their respective territories
and an additional 43 training consultants outside of
the United States. Training consultants work with sales
professionals and institutional clients to incorporate a
client’s goals, policies and objectives in seminars and
present ways that employee goals may be aligned with
those of the institution.

Public seminars are planned, implemented and
coordinated with training consultants by a staff of
marketing and administrative personnel at the
Company’s corporate offices. These seminars provide
training for the general public and are also used as a
marketing tool for attracting corporate and other
institutional clients. Corporate training directors are
often invited to attend public seminars to preview the
seminar content prior to engaging Franklin Covey to
train in-house employees. Smaller institutional clients
often enroll their employees in public seminars when
a private seminar is not cost effective. In the public
seminars, attendees are also invited to provide names
of potential persons and companies who may be
interested in Franklin Covey’s seminars and products.
These referrals are generally used as prospects for
Franklin Covey’s sales professionals.

Educational Sales. The Company markets through
its Premier Agendas division agendas to schools and
school districts in order to help teachers and students
enhance the learning process. Premier sold more than
20 million agendas in fiscal 2001, mostly in the United
States and Canada. An agenda consists of a wire-bound
notebook with dated pages to help the student keep
track of 