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Kmart Holding Corporation
is aleading discount retailer
operating 1,484 storesin 49
states, Puerto Rico, the Vir-
gin Isands and Guam. The
Company aso provides e-
commerce viaits online pres-
ence at www.kmart.com.
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Disclaimer

ThisGold Star Report™ contains certain forward-
looking statements which involve known and unknown
risks, delays, uncertainties, and other factors, not under
the Company’s control, which may cause actual results,
performance, or achievements of the Company to be
materially different from the results, performance, or
other expectationsimplied by these forward looking
statements. This Profileis prepared for general informa-
tion only. It does not have regard to the specific invest-
ment objectives, financial situation and the particular
needs of any specific person who may receive this
profile. The information and statistical data contained
within have been obtained from sources believed to be
reliable but in no way are warranted as to accuracy or
completeness. Thisis not a solicitation of any offer to
buy or sell. Empire Relations Group Inc., its affiliates,
directors, officers, employees and employee benefit
programs do not maintain an equity position, either long
or short, in this security at thistime. Empire Relations
Group Inc. has not received any compensation for the
production of this Gold Star Report Copyright 2004.
Empire Relations Group Inc. All rights reserved.

Overview

"Thereis nothing more difficult to take in hand, more perilous to conduct, or
more uncertain in its success than to take the lead in the introduction of a new
order of things."

Niccolo Machiavelli

Mergers often highlight and bring attention to companies that may have been
overlooked by the masses and competitors aike. The new combined company can
be a mountain weathering the storm of competition, a nimble cat pouncing on new
ideas and opportunities, or a surprise to investors and professionals equally. Often,
there is some combination of each of these. The reasons why one company is capa-
ble of acquiring another can be overshadowed in the glow of the new enterprise. In
this GoldStar report, we look briefly at Kmart Holding Corporation and how it
emerged from bankruptcy to a proposed merger with Sears, Roebuck and Co.

In January 2002, Kmart was in trouble which led to a Chapter 11 filing of bank-
ruptcy. The Company exited Chapter 11 in May of 2003 with Mr. Edward
Lampert at its head. Mr. Lampert was an assistant to Mr. Robert Rubin in the past
(at Goldman Sachs); as well as being critical to the changes made to Autozone,
Inc. (NYSE:AZO) in 1999 as adirector, a position he still holds today. Since May
2003, Kmart has shed stores and real estate to bring it to 1,484 storesin 49 states
aswell as Puerto Rico, the Virgin Islands and Guam. Kmart maintains 60 super-
center stores and can be found in 286 out of 331 metropolitan areasin the U.S.
With the slimmer size, results have improved and the company now generates
13.79 hillion dollarsin sales, 801 million dollars in net profit and 2.56 billionin
cash (as of Oct 27, 2004).

It was during the sale of Kmart stores, to Sears, that the seeds for the merger
began. Sears, Roebuck and Co., (NY SE:S) has 2,350 stores with 870 being mall
stores and revenues surpassing 24 billion dollars. Sears was started in the 1800’s
as amail-order company and opened itsfirst retail storein 1925.

The proposed combined company will be called Sears Holdings Corp. and
would have 55 hillion dollars in sales with 3500+ stores. Strengths of the proposed
combination include real estate, cost savings, and the increased distribution of
various brands to new client bases. Statistics show that 48% of Americans who
shop at mall retailers never go to discount retailers. Some of the items that may be
introduced to anew client base include: JOE BOXER, Martha Stewart, Jaclyn
Smith and Thalia Sodi lines for Kmart and Kenmore, Craftsman, Maytag,

Black& Decker and Lucy Peredalines for Sears.

While al mergers are proposed for the benefit of shareholders and increased
profits, not all succeed. Strong management, solid plans and excellent execution
arerequired for amerger to work. As stated by Horace, “Life grants nothing to us
mortals without hard work.” The same can be said of mergers, and only time will
tell which were the right choices.

Before making an investment in this security, we advice that you seek con-
sultation with a qualified investment professional. Please read the disclaimer
printed in this page.




November 23, 2004 - The Company announced that it is help-
ing shoppers get an early start this year with extended hours of
operation on Thanksgiving Day from 7 am. until 9 p.m. The
Company aso announced that Company executives will be
working in stores throughout the metro Detroit area.

November 18, 2004 - The Company announced the re-launch
of its eCommerce site, kmart.com. The completely overhauled
site offers a user-friendly interface with easy navigation, a su-
perior search function, as well as diversified product assort-
ments spanning across all categories.

November 17, 2004 - Kmart Holding Corporation and Sears,
Roebuck and Co. announced today they have signed a defini-
tive merger agreement that will combine Sears and Kmart into
anew retail company named Sears Holdings Corporation.
Sears Holdings will be the nation®third largest retailer, with
approximately $55 billion in annual revenues, 2,350 full-line
and off-mall stores, and 1,100 specialty retail stores.

November 17, 2004 - The Company reported financial results
for the third quarter of fiscal 2004. For the 13 weeks ended
October 27, 2004, the Company reported net income of $553
million compared to a net loss of $23 million for the same pe-
riod in 2003.

November 8, 2004 - The Company launched the Kmart Re-
wards credit card. The Company’s private label card isin part-
nership with HSBC. The card, which has no annual fee, offers
free online access and will be marketed through in-store pro-
mation, print and online advertising.

October 18, 2004 - The Company announced the appointment
of Aylwin Lewis as President and Chief Executive Officer,
effective immediately. Mr. Lewiswill aso join the Kmart
Board of Directors. Mr. Lewisjoins Kmart from Y UM!
Brands, Inc., where he was President, Chief Multi-Branding
and Operating Officer.
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