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Nissen Co. Ltd., founded in Kyoto in 1970, pioneered the mail-order sales business. Today, Nissen is Japan's

premier mail-order sales company. We offer a vast selection of products that includes clothing, household

articles, kimonos, jewelry, and insurance.
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Statements made in this annual report regarding Nissen’s
plans, strategies, beliefs, and other statements that are
not historical facts, are forward-looking statements based
on management’s assumptions and beliefs in light of
information available at the time of publication, and
involve risks and uncertainties that could cause the
Company’s actual results to differ materially from those
presented in this report.
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Nissen Co., Ltd. and Consolidated Subsidiaries  #Ratt= vtz RONERFRHE

Consolidated Financial Highlights [l ERMBENAS A b

Years ended December 20, 2002 and 2001
2002F 1 2R U2001FE128H

Percent Thousands of
change U.S. dollars
Millions of yen 2002/2001 TR
BHH SR IEREE Note1 3F1
2002 2001 2002
For the Year: /-
Net sales =] ¥142,731 ¥135,747 5.1% $1,181,547
Operating income HEMm 10,421 4,357 139.2 86,266
Net income HERAER 5,304 4,061 30.6 43,907
At Year End: HAR
Total assets B ¥ 74,069 ¥ 77,791 -48% % 613,154
Total shareholders’ equity ERi=F: 22,233 18,573 19.7 184,048
U.S. dollars
Yen ENINY,
M Note1 J¥1
2002 2001 2002
Per Share Amounts (Note2): 1HHEEDEBE(CE2):
Net income i HAfEA ¥ 94.93 ¥ 155.42 $ 0.78
Cash dividends FHEECHEE 11.25 10.00 0.09
Total shareholders’ equity &R ¥ 413.55 ¥ 684.00 $ 3.42

Note : 1. U.S. dollar amounts are translated, for convenience only, at the rate of ¥120.8 to U.S.$1.
2. The Company made a 2-for-1 stock split on December 5, 2002. The computation of net income per share (basic and diluted) for the year ended December 20, 2002, was based
on the method outlined above assuming that the stock split had been made at the beginning of the year. For details, see note 11 (Amount per Shares) of Notes to Consolidated
Financial Statements.
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Amid a continuing slump in personal consumption and a downturn
in merchandise prices, Nissen has achieved sales and earnings

To Our Shareholders

[ ] BEDEEA

Overview of Operations

During the fiscal year under review, the Japanese
economy remained weak on the whole. While an
upturn in production spurred by exports, primarily to
the United States, and other signs of a bottoming out of
the recession emerged in some sectors, capital
expenditures continued to decrease. In addition, the
outlook for personal consumption remained
unfavorable owing to the slumping stock market and
uncertain future prospects for employment and
personal income, and the business environment has
grown increasingly harsh.

increases for three consecutive years. The impetus for these

outstanding results has been continuing strengthening of the
business foundation based on management policies that place a
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premium on profitability, human resources development, and the

introduction of new business management systems.
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In the merchandise distribution industry, a
downward trend in merchandise prices coupled with
slumping demand brought on by dull personal
consumption brought continued hardships for many
types of distribution businesses.

In this operating environment, Nissen worked to
vitalize employees: we have thoroughly embraced the
principle of performance-based assessment and firmly
established a new personnel evaluation system
grounded in our five-year medium-term business plan
that recognizes human resources as Nissen’s core
competence. At the same time, we made further
progress with improvements to the management
structure. In the mail-order sales business we pursued
a management approach of emphasizing profitability
over sales growth, while in the direct sales business we
managed to aggressively grow sales while sustaining
high profitability.

M Nissen Co.,Ltd.
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As a result of these initiatives, consolidated net
sales were ¥142,730 million (105.1% of the prior-year
level; an increase of ¥6,984 million). Efforts to improve
the cost of sales ratio and reduce selling, general, and
administrative expenses paid off in operating income
of ¥10,421 million (239.2% of the prior-year level; an
increase of ¥6,064 million) and ordinary income of
¥9,456 million (209.2% of the prior-year level; an
increase of ¥4,935 million). Net income were ¥5,304
million (130.6% of the prior-year level; an increase of
¥1,243 million).

Outlook

Economic prospects are likely to remain uncertain, the
employment and personal income situation is expected
to worsen, and a rebound in personal consumption
cannot be expected. In addition, the dollar-yen
exchange rate is highly unstable. For these reasons,
management expects the bleak operating environment
Nissen faces to continue.

Despite these unfavorable surroundings,
management is encouraged by the progress made
during the fiscal year under review and will engage in
prudent yet aggressive management aimed at
achieving still higher medium-term financial
objectives. This will take the form of measures to
increase sales in addition to pursuit of our policy of
placing importance on profit performance.

In the mail-order sales business, 2003 will be a
year devoted to the pursuit of greater overall business
optimization. Firmly grounding our activities in our
basic policy of further increasing profitability, we will
implement measures aimed at increasing sales. To
enhance profitability, we will strengthen our product
procurement capabilities, reduce production lead
times, and strengthen our low-cost operating structure
and catalog publication system. To accomplish these
objectives we will refine the supply chain management
(SCM) structure implemented in fiscal 2001. Based on
our awareness that product enhancement is a
permanent objective, we will step up our efforts to
create products that reflect customer wants and needs,
aiming to obtain high customer satisfaction by offering

Toshio Katayama

President & Representative Director
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With a view to the next stage of growth, Nissen is forging ahead in
fiscal 2003 with measures aimed at sales growth, including the
construction of a customer relations management framework to
leverage the customer database, increased frequency of catalog

publication, and promotion of the Internet business.
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products that deliver value. To expand and stabilize
the customer base, we will take full advantage of the
Nissen database to actively engage in customer
relations management (CRM) to ascertain customer
requirements.

To increase sales, we will increase the frequency
of publication for the collective catalog (comprehensive
catalog) from four times to five times per year, adding
a new midsummer issue. At the same time, we will
expand the product range to include items favored by
mature customers. We will aggressively engage in B-
to-B activities that take advantage of Nissen’s
infrastructure. Anticipating an increase in the number
of visitors to the Nissen On-line shop during the
coming year, we will not only supplement qualitative
and quantitative enhancements, but also carry out
infrastructure improvements and offer more products
available only over the Internet.

In the direct sales business, we will engage in
well-balanced business operations. In response to a
slight drop-off in profitability we will improve
exhibition event efficiency by increasing product
competitiveness and improving selling methods. We
will also work to prevent diminution of sales at
existing stores attendant on new store openings.

I request the continued support and
encouragement of our shareholders.

March 2003

ij.ﬁ%%%éf%wmm/

Toshio Katayama
President and Representative Director

M Nissen Co.,Ltd.
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Interview with the President . #HRr>V9€Ea1—

Fiscal 2002 was yet another year of record high earnings for Nissen. What was the chief cause of the
favorable results?

2001 F[C5|EHE. 2002F b BERRB/ZEH NI LD, FRIFAOELERZHENELEE L,

Nissen was able to deliver outstanding business BT S F T2002EIE 3136 LVsEfx RiF s

Performance during fls§a1 2002. I think the most S LASTEE L7 SIURMED L FE L7
important reason for this was the same as the one I

mentioned a year ago: the root-and-branch RN BRI A WO & LT, SHEII R
implementation of a management structure aimed . SN < <

at (I))verall optimization of e%ach business, most AR oTRL IR T Y MERFERIETE TS
notably the mail order business. That is to say, 72EV) ZENR-FRELERNLZER VTS, oF
improvements to the organizational structure and D . MR G AR A L LT D
decision-making structure brought - ST
unprecedentedly effective communications, and a TIa=r—varyPIhITIDIEIo 2L
personnel system involving appropriate L. M BN NBORE & A HRMA RO NS
deployment of personnel and performance-based .

compensation raised the consciousness of Nissen HECIVHEBOBEHEN R L o722 L TY,
employees.

Nissen has delivered excellent results in the past. What was different about last year?
BECHARELEEDHBUDGOFLRLH, SEEETHESDTLLID,
The period from 1990 to 1995 was a time of 19904E 4 5199541272 F T Bz 58 Lo %

dramatic sales growth at Nissen, but we were - A s - R ,
unable to attain the current level of profits. This is RS LRSS D £ LA ShiELoRlEe D

because while the low-price strategy we pursued F2ZENTEEFHATL, THITERFHEICE
in the mail-order sales business enabled us to | \ - L B o f A
secure competitive advantage in the market, it also TN AL 72 = 2 1= & D O R
contributed to excess inventory and increases in B LA LICEEOTYN, — I THROHK
depreciation owing to capital outlays, in part BIAHE S T e dho 7o 2 b 0 L BT 2 EE & 3%
because we did not have adequate internal

systems in place. You could say that we gave it B L HEHABOWREZHE I L. WhIXH
ourselves a case of indigestion. Although we RO LS KRR R LTLE 7 DOTT, =
implemented measures to increase merchandise

prices to retire these expenses, those measures, in DR ORI O 720 O Fnfilife LABORERY) £ L
combination with competitor low-price strategies, 725, ML AT G A F > Ty Az o Tl
had the opposite effect of contributing to a . e
decrease in sales and deterioration in profitability. DR LMD BLE IS T OROEHI~L

This led to the subsequent period of hardship. The OBV F L7 SNSRI, ZOBRONE Y

favorable results for fiscal 2002 stemmed from the o . i
success of our business strategy grounded in A, TE TR CIURPEE RALL . AMLEkIRH, ~

emphasis on profitability over sales and out-and- AYURA Y MERI RS L L COMBAT AL
out implementation of a solid organizational

Nissen Co.,Ltd. B
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structure and management structure. So, the
current situation is completely different from the
previous high-growth period.

pursue in its mail order operations?

Although for a period of two or three years up to
fiscal 2002 we implemented a policy of
emphasizing profitability over sales in the mail
order business, we have concluded that the
business base has for the most part solidified.
Consequentially, from fiscal 2003 onward we will
also implement initiatives aimed at business
expansion. Specifically, we will pursue measures
aimed at steady business growth, notably
increased new customer acquisition initiatives and
increased frequency of catalog publication.

materials for the settlement of accounts briefing posted
ZNHIROD T 7Y A b © OREFHASTER THRRSNTLS.
LDTL&DH,

Yes, it is. My concept involves dividing the course
of Nissen’s growth into three stages. Stage One is a
period characterized by emphasis on profitability.
This stage can be likened to packing the core of a
snowball when starting to make a snowman. If
you don't start with a firm core, no matter how
much you roll the snowball you can’t make a big,
solid snowman. At first, the important thing is to
pack the core. Once the core has been firmed up,
you can move on to the second stage of rolling the
snowball. This is equivalent to the stage of
growing the business.

* http://info.nissen.co.jp /nissen/ir/document/ company.htm

M Nissen Co.,Ltd.
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The profitability of the mail order business increased in fiscal 2002. What future strategies will Nissen
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Is that strategy tied in with the customer database marketing company concept referred to in the

on the IR page of the company’s web site*?
BET—IN—AI—T T4 VIRECDEH>TL
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*http:/ /info.nissen.co.jp/nissen/ir/document/
company.htm



The company is set to embark on Stage Two in fiscal 2003. What specific measures will you implement?

The Three Stages of Growth / 3DDAF—Y

2002

As I mentioned earlier, from fiscal 2003 onward
we will pursue expansion initiatives for the mail-
order sales business. Looking at specific initiatives,
first we will increase publication frequency for the
collective catalog (comprehensive catalog) from
four times to five times per year, adding a new
midsummer issue. This will enable use to bolster
sales during the slack period from June to August
and will provide momentum for the subsequent
autumn issue. Second, by expanding publication
of the Maturé catalog we will aim to secure the
patronage of customers in their middle years.
Although at one time this was a demographic in
which Nissen excelled, the number of customers in
this age range to whom we can send catalogs
decreased concurrent with the shift to targeting of
younger people with the collective catalog. We
will seek once again to appeal to this customer
segment. Third, we will expand B-to-B activities
that take advantage of Nissen's infrastructure. We
have long engaged in media sales such as
providing a service whereby we include flyers or
other promotional materials for products or
services Nissen doesn’t offer with products we
ship to customers. In view of the high profitability
and expansion potential of this business, we will
upgrade it to divisional status and aggressively
pursue growth. Fourth, we will expand our
Internet-based business. The spread of the Internet
and the shift to broadband have led to the creation
of new businesses one after another. Nissen was
quick to discover the commercial potential of the
Internet, and in fiscal 2002 we generated ¥13,700
million in online sales from a base of 1,160,000
registered members. Anticipating an increase in
the number of visitors to the Nissen On-line shop
during the coming year, we will not only

2003FERFE2RAT—IZRASTSN TV EDOZ ETITH, BFNICED KRS BIERZRITINDIDTL & SH%

MBI IIIEIT &k R 72 X 9 1220034E X Y JEK
WHREMLTE WY 9. BAEmIZiR, avr g
Thyurs BE&EHFTT) E4RIITHRNE, &
HeeMAESHICERLET, THITLD 6~
8 HDOFE Lo vkl ca s L, £
DBEOKG~OHRBRAEIZD %) T3, Hd~F
2L A uZORFIERICF YLy Y LT, HED
BEROIHER/VWEZZTVET, T2E2D
Ty PHELE LTV ERBTLAL, aL
7T AT YT OFFAIEN A &1 T 3FELTT
ELBEMPB-TLEVE L, 2TORBOBERK
ZIFORLTEVWD 9, BI=v koDl ¥ 7
FEENPLIZE YA A (B to B) OIKTT, HEk
MPHAT 4 THIEE LT, B TR L T i
MRY—CRAEDF T VL, Ut SRR T S
CAET AR O — AR EBLTIVD T L
720 WESEDE < SR IR WREMAS HAD 5 2
LB, AREL LTHM S, L) REBIICER L
TEFVDEd, TLTHFIELTAI I =%y PO
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LTI, KA EFHLWE TR AP S
TWETH, B L LTH RS20tz R
ML, 20024R IR 137TR M o5 E&2ER L, 1 >~
y—A4v PEHEBIGHIANERDF LI f V5 —
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T, SHIELRLIF—CADORTEL V5 —F v b

F=INR—=AI—TT 1« VITEN
Construct a new business type involving the use of databases
T—IN—R7EER USRI SRR DIBEE

Business expansion / LA

3 Transition to a database marketing company /

Expansion of business operations, Media sales, Publication of five catalogs per year,
Publication of Maturé, Expansion of B-to-B, New store openings
BEOEBILK, AT« PR5E. FRHYOTHITOE. YF 1 UFET. BtoBiEK.

RARHEIRATRE

Solidifying the core / SEl%

Strengthening internal systems such as management and personnel systems
Increased profitability preferred over sales growth

NRIAY b NEHIEEEHRERIDRE. T HEINK DI EDE £

2003 2004
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M Nissen Co.,Ltd.
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supplement qualitative and quantitative
enhancements, but also carry out infrastructure
improvements and offer additional products
available only over the Internet. The profit
contribution of the Internet-based business is
extremely large, and the company will continue to
expand this business by developing services and
products that can be provided only over the
Internet.

My thoughts on the future for Nissen involve
positioning a customer database at the center of
our management assets and constructing a
business operation whereby each business —
whether merchandise distribution businesses such
as mail order or Youbist, credit services, or
insurance — uses the database. This is Stage
Three. I want to create a completely new Nissen
that will go well beyond the mere distribution of
merchandise.

In the direct sales business, we have proceeded
with business expansion initiatives involving
aggressive new store opening and store manager
training on the grounds that solidification of the
business base has been completed. In fiscal 2002,
dilution of the sales power of existing stores
stemming from new store openings and
deterioration of the sales efficiency of events
brought a slight deterioration of profitability. In
the years ahead, we will engage in business
operations aimed at implementing well-balanced
expansion measures and preventing the dilution of
selling power by reviewing the new store opening
system, increasing product competitiveness, and
improving selling methods.
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What does the database marketing company concept of Stage Three involve?
FEIRT—IDT—IR—AI—ITT A VIEREREDKSBTHDTIH,
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The profitability of the direct sales business declined somewhat. What measures do you have in mind
for increasing profits?
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Stage Three — Transition to a Database Marketing Company #3257 =Y F=9~R=ZT=7F 1 VIREA

Build a comprehensive database marketing company that leverages key Nissen management resources:
the customer database and sales infrastructure
ZvTVOREER  EAT—IR=APA VI SEED UTHRBT —IN—AN =T T 1 VT EEDESE

The Nissen of the Future /
BROo-vtEViER

Merchandise distribution / Credit services / Insurance, mutual insurance /  Other businesses / Zfth
e ERILYY b {RE% - HF
B-to-B /BtoB
Mail order / &R GE Nissen Credit/ FAMIX/ D73y
Youbist/ I—EZ —wtYGES LY kb
Youbien / &350
Nissen Shape Founde /
ZveYIIATIFIT

Tell us about Nissen’s future approach to investor relations activities.
IRBEENICEILT. SEDMDEHFEBZBENMETEL,

In fiscal 2002. Nissen launched full-scale investor
relations activities. Specifically, we now provide
information using the corporate web site and an IR
mail magazine, conduct briefings on the settlement
of accounts for financial analysts, and visit
institutional investors. In the future, we will
endeavor to provide more comprehensive
information in an appropriate and timely manner
not only to institutional investors, but to

WAL TIZ20024E E & D IRWEH 2 AL S L
Zo BARIZIEA Y5 —F v bOT—KL— A
FRIRA =NV AT ¥ DREFI & MR 75
) A I ANOPGFIZ O F N B E R DR
ZEBLTBY 9. SRIFMPFHREORRP A
YE =%y PIA PORELLIZLY, HBEZAER
22T MALBEROERRICS L ) LKL 721
ifndividua'l investors as well. This will take the A YR T X B LS IS B TE N £
orm of disclosure of quarterly results and

enhancement of the web site. T

What progress has been made with the medium-term business plan?
FEAEESTEOEBIRREEDR S ICEDTVDDTL &SH%

When we announced the results of the settlement
of accounts in February 2002, we unveiled a
medium-term business plan to culminate in fiscal
2006. After the first year of the plan, the prospects
were for achievement of the ordinary income
target much earlier than initially projected, and in
October 2002 we revised the targets upward.
Specifically, we increased the sales target from
¥170,000 million to ¥190,000 million, the ordinary

WE4E 2 H O YL FE IR 12200645 i % SRR & 3
AR EEH 2R LE Lz, L LETE
ROKME Y . BERZRHBEHE L D 27 ) BH
WERTERRMLE 2728 2 AH 5, 2002410
HIZX Y @ BESESICT EABIEZ w2 LEL
720 BARIICIZ. 78 B 170068 2 19006 M2, #%

income target from ¥10,000 million to ¥15,000
million, and the net income target from ¥5,500
million to ¥8,700 million. Although progress has
been as planned, we intend to keep an eye on
circumstances and review the plan as necessary.

HAARL00M M %2 150 IS, 2 HIFI2E550 ] % 871
FHSBIE L T E 3, BURIEE &8 0 (272
LTBY 92, SRIIRNZ R o, LEFD
NEABELTEVD 2wt BunEg,
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Review of Operations

EXROBIR

Mail-order Sales Business
During the year under review, in accordance with the
basic policy set forth in fiscal 2002 Nissen sought to
optimize business operations across the board by
moving ahead with construction of a low-cost
operating system that emphasizes
profitability over sales growth.

Net Sales / 7%
(Million ¥ &AM)

Specifically, we forged ahead with
construction of a supply chain 120,000
management (SCM) framework,
actively engaged in realignment of
overseas product sources, and nurtured
relationships of mutual trust by
deepening communications with
suppliers. As a result, we succeeded in
reducing production lead times and
improving the cost of sales ratio. o
Furthermore, as a result of continuing
with thorough production planning
based on purchase order forecasts and
confirmation of production progress, we
increased the rapid delivery ratio, a
measure of the speed of delivery to
customers. These initiatives brought a
reduction in product delivery costs
along with an increase in sales.

We moved forward with
construction of a customer relations management
(CRM) framework. Improved customer segmentation
techniques brought an improvement in the ratio of
catalog system costs to sales, and the ongoing effect

Composition of 2002
Net Sales / 55 L#&Ritt

EAREESEER
MAEEHTIE, FEEICH] &
MEETOFRL—Y 3 VH'4
RIEIZI S & 9. PHI44ERE
HARBEHZHEDE, EEIKLDY

LIRS AFREH L 20— A ARV —
g VRO E AL TEF VD F L
BARIZIZ, SCM (754 « F=—
VATV AVDN) OMEEHEEL, W
01 T35 O P (SRR I IS Ml & & B
2, I3 r—TareEbsl iz
> T, HEOEHMEBREZRE >TEWD L
oo TORE. FMMiFEOLELFEHRT L L
iz, BHOERE) — F & 4 208K
B E L7, 510, ZETHINICHED (M
JE 11 73 A P R & A pE S R R A ke L 72
R BRBRICK 3 2 06 5 o Bl =300 1
L. e hEAaMine 5L e bICrmsse
ORI BT bW 2 L F L7

%72, CRM (#A¥=x—-YL— g
VT RAVAVDN) OREEHEEL.
BEE 7 AV MEMOmMEERSL 2 LI1Ck
D, EExkA e sy AT A BHORER
HUYFETHE L DI, LSO NH
RORRASN & Y WoEIEHEE 2 Hll I~ 72
LZE L7

B, AV —Fy MILBERELEED.
FIAE TR L CREFZICHIM L CTB ) T3, YfEaaHE
EROBHLZEEIE., 20 F v YOREEN - EICLD
H A S EHEE R D62 2 T A5 55475 7 F A¥mL T
11679 T A& Y, 5B EEIXI37H 6 T 1 G HM (FEi4E

79.8%
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of measures to restrain discounts on product coupons
resulted in a reduction in sales promotion expenses.

The amount of sales generated over the
Internet is steadily increasing year by year. During
the year under review, the number of registered
members increased sharply by 547,000 to 1,169,000
owing to site content enhancements, and online sales
reached ¥13,761 million (174.4% of the prior-year
level; an increase of ¥5,872 million).

As a result of these developments, sales for the
mail order business were ¥113,988 million (103.3% of
the prior-year level; an increase of ¥3,611 million) and
operating income was ¥9,217 million (234.4% of the
prior-year level; an increase of 5,284 million).

Change in Favorable Factors

MBI 1744% @ 58/ 7 T- 2 GO H¥EM) &2y F L7z

Vb ofEg, w1396 8 T 8 d/H M Gwi4EIm i
1£103.3% : 36f8 1 T- 1 G/ M¥m) . HEMLR 26 1 T
TEAM FEi4ERMI234.4% © 524 8 T 4 &7 M)
Rt LT A ENTEF L7

FERERA DR
Change in percentage

[tem 1BH FY ended Dec. 2001 FY ended Dec. 2002 or amount

a1 3F 1278 Tk 14512738 KB IBIREE N (S &R
Gross profit margin plis il e 48.5% 51.9% 3.4%
Production lead time 0ayy BRAEU—KS(n@ 57 s a2
Ropid delivery ratior mws s0s% g66% s8%
Ratio of sales to orders received *? Pl S 69.1% 71.9% 2.8%
Delivery expenses ionsofyer) e 0362 ga1s noar
Catalog system expenses Gillonsofyer)  AIOIYRTLB@ER 1720 6386 ag3a
 (Ratio of catelog system expenses to sales) (FLHIENSOIYRTLEILE) 155% 143%  a13%
‘Sales promotion expenses ilorsofyer)  BSRER@ED 230 641 ar19
Internet sales (lonsofyen (vs-zobELERm 7889 13761 5872
Internet sales contribution (vh-xyiELERE  72% 25w 53%

Note : *1. The ratio of product in stock and available for shipment on the day ordered
*2. The ratio of sales booked to the total amount of orders received
F L ANSNCERO DB, EBENSDANEBICREN TS ERDLE
DR AENHSEEDN, T EEEofE
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Direct Sales Business

Management adopted a policy of business expansion
based on the judgement that the business model
constructed over several years is fully operational
and the personnel training system is producing

capable store managers. During the year
under review, Nissen increased the
number of stores to 169 from 137 at the
end of the previous year. As a result of
these developments, sales for the direct
sales business were ¥28,765 million
(113.3% of the prior-year level; an
increase of ¥3,377 million).

At the same time, store opening
costs attendant on rapid expansion,
increased employment costs, and an
increase in display-and-sell event costs
owing to increased event frequency led
to operating income of ¥2,983 million
(78.3% of the prior-year level; a decrease
of ¥827 million).

In connection with the transfer
during the year under review of the
Information Systems Department from
the Eliminations or corporate segment
to the Mail-order sales segment in the
Segment Information section of this

BRAREERER

BEELIBWTE, HEMEITTCHEDTEVDFL
REVRRAETNVOWE, BLXOAMEBER S AT 20560
JERAME BB ICT S 72 DR S, FHELRON
SICHIAE L7

Net Sales / 55k
(Million ¥ &)

".98 ..’99..:00 ..,01.. '02“ .

Composition of 2002
Net Sales / 75 Et&RitE

20.2%

report, operating income figures for the Mail-order

sales business and Direct sales business segments
decreased ¥1,538 million and ¥341 million
respectively and the operating income figure for the
Eliminations or corporate segment increased ¥1,879

million. When this change is taken into

consideration, profit for the direct sales business

decreased 12.8%.

12 M Nissen Co.,Ltd.
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Nissen Co., Ltd. and Consolidated Subsidiaries

Consolidated Balance Sheets .

December 20, 2002 and 2001

Thousands of

U.S. dollars
Millions of yen (Note 2)
2002 2001 2002

ASSETS

Current assets:

¥77,791 $613,154

14 M Nissen Co.,Ltd.
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Thousands of
U.S. dollars
Millions of yen (Note 2)

2002 2001 2002

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities:

Total current liabilities 46,876 48,503 388,047

Total shareholders’ equity 22,233 18573 184,048

Total liabilities and shareholders’ equity ¥74,069 ¥77,791  $613,154

See accompanying notes to consolidated financial statements.

16 M Nissen Co.,Ltd.
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¥74,069 ¥77,791 $613,154
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Nissen Co., Ltd. and Consolidated Subsidiaries

Consolidated Statements of Income .

Years ended December 20, 2002 and 2001

Thousands of

U.S. dollars
Millions of yen (Note 2)
2002 2001 2002
Net sales (Note 13) ¥142,731 ¥135,747 $1,181,548

43,907

See accompanying notes to consolidated financial statements.
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Nissen Co., Ltd. and Consolidated Subsidiaries

Consolidated Statements of Shareholders’ Equity .

Years ended December 20, 2002 and 2001

Thousands of
U.S. dollars
Millions of yen (Note 2)

2002 2001 2002

Common stock:

Increase (decrease) in retained earnings

resulting from inclusion of consolidated subsidiaries 5 (12) 41

Balance at end of year ¥ (25) ¥ (22) $ (207)
Translation adjustments:

Balance at beginning of year ¥ 88 ¥ — $ 728

Net change during the year (59) 88 (488)

Balance at end of year ¥ 29 ¥ 88 $ 240

See accompanying notes to consolidated financial statements.
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Nissen Co., Ltd. and Consolidated Subsidiaries

Consolidated Statements of Cash Flow .

Years ended December 20, 2002 and 2001

Thousands of
U.S. dollars
Millions of yen (Note 2)

2002 2001 2002

(13,319)
(103,203)

Increase in cash and cash equivalents resulting from inclusion
of consolidated subsidiaries 31 157 256

Cash and cash equivalents at end of year ¥9,094  ¥10,346 $75,281

See accompanying notes to consolidated financial statements.
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Nissen Co., Ltd. and Consolidated Subsidiaries

Notes to Consolidated Financial Statements .

Years ended December 20, 2002

1. Summary of Significant Accounting Policies
(a) Basis of Presentation

Nissen Co., Ltd. (the “Company”) and its domestic consolidated subsidiaries maintain their accounts and records in accordance with
accounting pr|nC|RIes and practices ?enelrally accepted and applied in Japan. Its foreign subsidiaries maintain their accounts in
confolrm|t¥ with the requirements of their countries of domicile. The accompanying consolidated financial statements have been
compiled from the consolidated financial statements prepared by the Company as required by the Securities and Exchange Law of
Japan, which may differ in certain material respects from accounting principles and practices generally accepted in countries and
jurisdictions other than Japan. . . ) . . . o ) .

~ . In addition, the notes to the consolidated financial statements include information which is not required under accounting
principles generally accepted in Japan but is presented herein as additional information. .

Cerfain amounts in the prior years’ financial statements have been reclassified to conform to the current year’s presentation.

(b)  Basis of Consolidation

The accompanying consolidated financial statements for the years ended December 20, 2002 and 2001 include the accounts of the
Company and significant companies controlled directly or indirectly by the Company. Companies over which the Company exercises
significant influence in terms of their operating and financial policies have been included in the consolidated financial statements on
an equity basis. All significant intercompany balances and transactions have been eliminated in consolidation. ,

The domestic consolidated subsidiaries are consolidated on the basis of fiscal periods ending September 20 and the foreign
consolidated subsidiaries are consolidated on the basis of fiscal periods ending October 31, which differ from the balance sheet date
of the Company. As a result, adjustments have been made for an¥ significant’intercompany transactions which took place during the
periods between the year ends of the domestic consolidated and foréign consolidated subsidiaries and the year end of the Company.

Investments in ‘unconsolidated subsidiaries and an affiliate not accounted for by the equity method are carried at cost.

The excess of cost over the underlying net assets at the date of acquisition is charged to income as incurred.

(c)  Foreign Currency Translation

The balance sheet accounts of the foreign consolidated subsidiaries are translated into yen at the rates of exchange in effect at the
balance sheet date except that the components of shareholders’ equity are translated at their historical exchangerates. The revenue
and expense accounts of the foreign consolidated subsidiaries are translated into yen at the average exchange rate for the year.
Translation differences resulting from translating the financial statements of the foreign consolidated subsidiaries are not included in
the determination of net income and have been reported as translation adjustments in a separate component of shareholders’ equity
and minority interests in the consolidated balance sheets at December 20, 2002 and 2001. )
_Revenue and expense items arising from transactions denominated in foreign currencies are generally translated into yen at the

rates in effect at the respective transaction dates. ) ) o ) )

~ Effective December 21, 2000, the Company and its consolidated subsidiaries adopted a revised “Accounting Standard for
Foreign Currency Translations” which was issued by the Business Accounting Deliberation Council of Japan. Under this standard, all
moneétary assets’and liabilities denominated in foreign currencies are translated into yen at the rates of exchange in effect at the
balance sheet date, except that receivables and payables hedged by qualified forward foreign exchange contracts are translated at the
correspondln%.forward exchange contract rates. Gain or loss on each translation is credited or charged to income. The effect of the
adoption of this standard on the consolidated statements of income for the year ended December 20, 2001 was immaterial.

(d) Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand, deposits with banks withdrawable on demand, and short-term investments which
are readily convertible to cash subject to an insignificant risk of any change in their value and which were purchased with an original
maturity of three months or less.

(e)  Allowance for Doubtful Receivables
The allowance for doubtful receivables is computed based on the actual ratio of bad debts in the past and an estimate of certain
uncollectible amounts determined after an analysis of specific individual receivables.

(f) Merchandise
Merchandise of the Company and its consolidated subsidiaries is stated at cost determined by the first-in, first-out method.

(g) Property, Plant and Equipment

Property, plant and equipment is stated at cost. Depreciation is computed at rates based on the estimated useful lives of the
respective assets by the declining-balance method except for buildings to which the straight-line method is applied.
The principal estimated useful lives are as follows:

Buildings and structures . 2 to 49 years

Machinery, equipment and vehicles 2 to 13 years

Tools, furniture and fixtures 2 to 20 years
(h) Leases

Noncancelable leases are accounted for as operating leases (whether such leases are classified as operating or finance leases) except
for finance leases which stipulate the transfer of ownership of the leased assets to the lessee.

(i) Marketable Securities and Investments in Securities

Prior to December 20, 2000, marketable securities and investments in securities listed on stock exchanges were stated at the lower of
cost or market, cost being determined by the moving-average method. Other investments were stated at cost determined by the
movng-average method. ) ] o ) ) )
ffective December 21, 2000, the Company and its consolidated subsidiaries adopted “Accounting Standard for Financial
Instruments,” which was issued by the Business Accounting Deliberation Council of Japan. This standardrequires that securities be
classified into three categories: trading securities, held-to-maturity debt securities and other securities. ) )

Under this standard, trading securities, consisting of debt and marketable equity securities, are stated at fair value. Gain and
loss, both realized and unrealized, are charged to income. Held-to-maturity debt securities are stated at amortized cost. Marketable
securities classified other securities are carried at fair value, with any changes in unrealized holding gajn or loss, net of the applicable
income taxes, to be reported as a separate component of shareholders’ equity. Non-marketable sécurities classified as other securities
are carried at cost determined by the moving average method. ) ) S

_ The effect of the adoption of the new standard was to increase income before income taxes and minority interests by ¥76
million for the year ended December 20, 2001.
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() Computer Software

Expenditures relating to the development of computer software intended for internal uses are char_%ed to income as incurred, except
if these are deemedto contribute to the generation of future income or cost savings. Such expenditures are capitalized as assets and
amortized by the straight-line method over their useful lives (5 years).

(k) Reserve for Guarantee of Anticipated Loss

On July 14, 2000, the Company entered into a Business Transfer Agreement with Nissen GE Credit Co., Ltd. In accordance with the
agreement, the Company sold its Credit Services Division, including a transfer of its receivables, to Nissen GE Credit Co., Ltd. In
accordance with the agréement, the Company guaranteed a certain portion of the anticipated future loss, if any, relating to the
transferred receivables. o . i .
. If the sum of the annual loss on bad debts and the provision for bad debts on recejvables exceeds a certain amount, as defined
in the Business Transfer Agreement, the excess of any such loss will be compensated by the Compan*. This guarantee will remain in
effect through December 20, 2003, at which time the Company will be released from any further obligations. .

The Company has provided a reserve for this guarantee of anticipated loss in accordance with the terms of the Business
Transfer Agreement.

() Retirement Benefits

Effective December 21, 2000, the Company and its domestic consolidated subsidiaries adopted "Accountin% Standard for Retirement
Benefits.” In accordance with this standard, accrued retirement benefits for employees have been provided based on the projected
benefit obligation reduced by thecf)ermon plan assets at fair value as of the balance sheet date. )

Priorto December 20,2000, the Company and its domestic consolidated subsjdiaries accounted for the costs determined
actéje;qally thﬁh respect to the pension plan as retirement benefit expenses. Prior service cost is being funded over a period of 5 years
an months.

20 208?6 net retirement benefit obligation at transition of ¥355 million was fully charged to income for the year ended December

. Prior to June 20, 2002, employees (other than certain employees of the so-called “Nissen Lady” division) of the Company and
its domestic consolidated subsidiaries were covered by non-contributory defined benefit Ioen5|on plans. The pension plan provided for
a lump-sum payment or annuity payments determined by reference to each eligible employee’s basic salary, length of service and the
conditions under which termination occurs. . ‘ . o . . '

_Effective June 20, 2002, the Company and its domestic consolidated subsidiaries terminated these non-contributory defined
benefit Eensmn plans and introduced one défined contribution pension plan.. .

The foreign consolidated subsidiaries have their own defined contribution pension plans. .

~ With respect to the termination of the defined benefit pension plans, the Company adopted “Accounting for Transfers among
Retirement Benefit Plans” issued by the Accounting Standards Board of Japan. The effect of the adoption of this accounting standard
was to increase income before income taxes and minority interests for the year ended December 20, 2002 by ¥103 million $853
thousand) from the amount which would have been recorded under the method applied in the previous year. '

_ Effective December 21, 2000, “Nissen Lady” has an employees’ retirement benefit ﬁlan to which the Company has applied the
simplified method. Under the simplified method, Tetirement benetits for these employees have been provided at an amount
calculated based on the retirement benefit obligation which would be required to be’paid if all the eligible employees voluntarily
terminated their employment at the balance sheet date. ) . .

The effect of the adoption of this standard was to decrease income before income taxes and minority interests for the year
ended December 20, 2001 by ¥581 million from the amount which would have been recorded under the method applied in the
previous year. . . . o . )

Directors and statutory auditors of the Company and its consolidated subsidiaries are customarily entitled to lump-sum
payments under unfunded rétirement benefit plans. The provision for retirement benefits for directors and statutory auditors on a
consolidated basis has been made at estimated amounts based on each company’s internal regulations.

(m) Appropriation of Retained Earnings

Under the Commercial Code of Japan, the appropriation of retained earnings with respect to a given financial period is made by
resolution of the shareholders at a general meeting held subsequent to the close of such financial period. The accounts for that
period do not, therefore, reflect such appropriations (see Note 14).

(n)  Stock and Bond Issuance Costs
Expenses incurred in connection with the issuance of shares of common stock and bonds are charged to income as incurred.

2. U.S. Dollar Amounts

The translation of]yen amounts into U.S. dollar amounts is included solely for convenience, as a matter of arithmetic computation
only, at the rate of ¥120.8 = U.S.$1.00, the approximate rate of exchange in effect on December 20, 2002. The translation should
not be construed as a representation that yen have been, could have been, or could in the future be, converted into U.S. dollars at
the above or any other rate.

3. Investments in Securities
(a) ;cm/‘;)rmation regarding marketable securities classified as other securities as of December 20, 2002 and 2001 is as
ollows:
Millions of yen
2002
Other securities
Gross Gross Book value
unrealized unrealized (estimated
Cost gain loss fair value)
Determinable market value:
EQUITY SECUIMTIES .vviviiiieiie e ¥ 382 ¥ 9 ¥ (34) ¥ 357
Other 151 1 (19) 133
Total ¥ 533 ¥ 10 ¥ (53) ¥ 490
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Thousands of U.S. dollars

2002
Other securities
Gross Gross Book value
unrealized unrealized (estimated
Cost gain loss fair value)
Determinable market value:
$3,162 $ 75 $ (282) $2,955
250 8 (157) A
$4,412 $ 83 $ (439) $4,056
Millions of yen
2001
Other securities
Gross Gross Book value
unrealized unrealized (estimated
Cost gain loss fair value)
Determinable market value:
Equity securities ¥ 459 ¥ 35 ¥ (27) ¥ 467
Bonds ................. 45 1 — 46
Other o 245 3 (49) 199
TOTAI e ¥ 749 ¥ 39 ¥ (76) ¥ 712

(b)  Information regarding securities (whose market value is not available) classified as other securities at December 20, 2002 and
2001 is as follows:

Thousands of

Millions of yen U.S. dollars
2002 2001 2002
Book value Carrying value

Market value not available:
EQUITY SECUIMTIES ...ttt ¥1,074 ¥ 79 $8,891
Bonds and debentures .. 1 1 8

80 $8,899

+#®
-
o
~N
(9, ]
+#

(©) Total sales of marketable other securities and the related losses were ¥209 million ($1,730 thousand) and ¥26 million ($215
thousand), respectively, for the year ended December 20, 2002

4. Short-Term Bank Loans and Long-Term Debt

Short-term bank loans consisted of secured bank loans. The average interest rates on the short-term bank loans outstanding at
December 20, 2002 and 2001 were 0.6% and 1.6%, respectively.

Long-term debt at December 20, 2002 and 2001 consisted of the following:
Thousands of

Millions of yen U.S. dollars

2002 2001 2002

2.1% unsecured convertible bonds payable in yen due June 2002 ................... ¥ — ¥ 9,628 $ —
0.78% unsecured bonds payable in yen due March 2006 ................. 500 500 4,139
0.48% unsecured bonds payable in yen due September 2004 300 300 2,484

Secured loans from banks and insurance companies,

Opﬁyable in yen, at rates from 1.60% to 2.60%, due through 2007 ................ 8,513 10,812 70,472
BT s — —

) 9,313 21,250 77,095
LESS CUITENT POITION ..ottt (4,846) (11,731) (40,116)
¥ 4,467 ¥ 9,519 $ 36,979

The aggregate annual maturities of long-term debt subsequent to December 20, 2002 are summarized below:
Thousands of

Year ending December 20, Millions of yen U.S. dollars
2003 oo et 4,846 40,116
2004 .. 1,105 9,148
2005 ... 774 6,407
2006 ..oiiiiiiie 2,288 18,940
2007 and thereafter 300 2,484

¥ 9,313 $ 77,095
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5. Pledged Assets
Assetspledged as collateral for short-term and long-term loans at December 20, 2002 and 2001, including the current portion
an

thereof, as a guarantee for an unconsolidated company’s obligation at December 20, 2002 and 2001 were as follows:
- Thousands of
Millions of yen U.S. dollars

2002 2001 2002

ShOrt-1erm INVESTMENT .......oiiiiiii e ¥ — ¥ 10 $ —
Buildings and structures ... 14,223 14,893 117,740
LANG e 4,330 4,330 35,844
¥ 18,553 ¥ 19,233 $153,584

6. Retirement Benefits

The following table sets forth the funded and accrued status of the plans and the amounts recognized in the consolidated balance
sheets as of at December 20, 2002 and 2001 for the Company’s and the consolidated subsidiaries’ defined benefit plans:

Thousands of

Millions of yen U.S. dollars
2002 2001 2002
Retirement benefit obligation at end of year ... ¥ (163) ¥ (1,956) $ (1,349)
Fair value of plan assets at end of year ...... — 1,118 —
Unfounded retirement benefit obligation (163) (838) (1,349)
Unrecognized actuarial [0SS ..........ociiiiiiiiii i — 265 —
Accrued retirement Denefits ... ... ¥ (163) ¥ (573) $ (1,349)

The components of retirement benefit expenses for the years ended December 20, 2002 and 2001 are outlined as follows:
Thousands of

Millions of yen U.S. dollars

2002 2001 2002
SEIVICE COST ..ttt ¥ 104 ¥ 309 $ 861
INTErEST EXPENSE ...t 18 48 149
Expected return on plan assets ......... S e (14) (31) (116)
Amortization of net retirement benefit obligation at transition .................. — 355 —
Recognized actuarial [0SS ..........c.coiiiiiiiie e 15 29 124
OB BT s 49 — 406
Retirement benefit eXPENSES .........c.coviiiiiiiiii e ¥ 172 ¥ 710 $ 1,424

The assumptions used in accounting for the defined benefit plans for the year ended December 20, 2001 were as follows:
Discount rate 2.0%
Expected rate of return on plan assets 2.5%

7. Income Taxes

Income taxes applicable to the Company and its domestic consolidated subsidiaries consist of corporation, inhabitants’ and enterprise
taxes. The statutory tax rate in Japan for the years ended December 20, 2002 and 2001 was, in the aggregate, approximately 42.0%.
The effective tax rates reflected in the consolidated statements of income for the years ended Decembér 20, 2002 and 2001 “differ
from the above statutory tax rate for the following reasons:

2002 2001

SEATUTOTY TAX TATE .ottt 42.0% 42.0%
Effect of:

Utilization of tax 10ss carryforward ... — (61.7)

Decrease in valuation allowance ............. (7.7) (2.9)

Per capita portion of inhabitants’ taxes ... 1.2 2.8

Other, net ..o 0.6 1.7
EFfECTIVE TAX TATES ...t 36.1% (18.1)%

~ Deferred income taxes reflect the net tax effect of the temporary differences between the carrying amounts of the assets and
liabilities for financial reporting purposes and the corresponding tax bases reported for income tax purposes. The significant
componen’as of %[h”e deferred tax assets of the Company and thé consolidated subsidiaries at December 20, 2002 and 2001 are
summarized as follows:

Thousands of

Millions of yen U.S. dollars
2002 2001 2002
Deferred tax assets:
Depreciation and amortization .............ccccooviiiiiiiiiiie e ¥ 321 ¥ 313 $ 2,657
Reserve for guarantee of anticipated l0SS ............c..cccoiiiiiiiiiiii 278 — 2,301
Enterprise tax payable ... 264 — 2,185
Retirement benefits for directors and statutory auditors ............c..cccooeiieinnn. 109 230 902
Tax 1055 CArrYFOrWArdS ........ooiiiiii i e 108 415 894
INVENTOTIES ...t 103 244 853
Loss on write-down of investments in SECUMtIes ...........ccoeviiiiiiiiiiiiieeee 81 121 671
Prepaid @XPENSE ...........ooiiiiii 71 — 588
Retirement benefits for employees ............cccooiiiiiiiiiii 56 241 464
Allowance for doubtful receivables .............ccccooiiiiiiiiiii — 164 —
O tNOT e 117 518 969
. 1,508 2,246 12,484
Valuation @llOWaNCE .......ee e (277) (1,422) (2,293)
Net deferred tax @sSetS ........c.oooeiiiieie e ¥ 1,231 ¥ 824 $ 10,191
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8. Shareholders’ Equity

The Commercial Code of Japan provides that an amount equivalent to at least 10% of cash dividends and bonuses paid to directors
and statutory auditors and exactly 10% of interim cash dividends paid be appropriated to the legal reserve until the sum of additional
Ioa|d—|n capital and the reserve equals 25% of common stock. The Code also provides that neither additional ﬁald—m capital nor the
egal reserve is available for dividends but both may be used to reduce or eliminate a deficit by resolution of the shareholders or may
be transferred to common stock by resolution of the Board of Directors. The Company’s legal reserve, which is included in retained
earnings, amounted to ¥257 million ($2,127 thousand) as of December 20, 2002 and 200T.

n December 5, 2002, the Company made a 2-for-1 stock split by way of a free share distribution to shareholders of record as
of October 20, 2002. . . )

In accordance with the Commercial Code of Japan, a stock option plan for directors and key employees was approved at the
general shareholders’ meeting held on March 15, 2002. Under the terms of this plan, 350,000 shares of common stock have been
reserved for issuance at an _exerosej)rlce of ¥684 per share, should the corresponding stock options be exercised. The options
become exercisable on April 1, 2004 and will expire on March 30, 2007. . ] .

Effective December 21, 2001, the ComJJany and its consolidated subsidiaries adopted Financial Accounting Standards No. 1,
”Accountmg Standards for_Treasur]y Stock and Reversal of Legal Reserves.” The effect of the adoption of this standard on the
consolidated statement of income for the year ended December 20, 2002 was immaterial. . .

In accordance with a Cabinet order entitled “Revision of a Portion of the Regulations Concerning the Terminology, Forms and
Preparation Methods of Consolidated Financial Statements,” additional paid-in capital reported in shareholders’ equity’in the previous
year has been presented as capital surplus as of December 20, 2002.

On May 11, 2001, the Company issued 2,600 thousand new shares of common stock at ¥300 per share to ACTIV Investments
Fund L.P. for a total of ¥780 million.

9. Leases

The followin ?ro forma amounts represent the acquisition costs (including the interest portion), accumulated depreciation and net
book valuge of the leased assets as of December 20, 2002 and 2001 which"would have been reflected in the consolidated balance
sheets if finance lease accounting had been applied to the finance leases currently accounted for as operating leases:

Millions of yen

2002 2001
Acquisition Accumulated Net book  Acquisition Accumulated Net book
costs depreciation value costs depreciation value
Machinery, equipment and vehicles .................... ¥ 9,809 ¥ 7,112 ¥ 2,697 ¥ 16,195 ¥ 11,934 ¥ 4,261
Tools, furniture and fixtures ...... 2,069 1,079 990 1,945 946 999
Software ......cccooceveiiiiiienn. 397 198 199 363 168 195

¥ 12,275 ¥ 8,389 ¥ 3,886 ¥ 18,503 ¥ 13,048 ¥ 5,455
Thousands of U.S. dollars

2002
Acquisition Accumulated  Net book
costs depreciation value
Machinery, equipment and vehicles $ 81,200 $ 58,874 $ 22,326
Tools, furniture and fixtures 17,128 8,932 8,196
SOFIWAIE ..o 3,286 1,639 1,647

$101,614 $ 69,445 $ 32,169

Lease parments relating to finance leases accounted for as operating leases amounted to ¥2,518 million ($20,844 thousand)
and ¥3,401 million for the years ended December 20, 2002 and 2001, respect|ve|y7. Depreciation of the leased assets was calculated
by the straight-line method over the respective lease terms and amounted to ¥1,973 million (316,333 thousand) and ¥2,718 million
for the years ended December 20, 2002 and 2001, respectively.

Future minimum lease payments (including the interest portion thereon) subsequent to December 20, 2002 for finance leases
accounted for as operating leasés are summarized as follows: T dsof
ousands o

Year ending December 20, Millions of yen U.S. dollars
20003 et ¥ 1,671 $13,833
2004 and thereafter .......c.oovioi i 2,825 23,386

¥ 4,496 $37,219

10. Contingent Liabilities

As of December 20, 2002, the Company and its consolidated subsidiaries were contingently liable as guarantors of indebtedness of
the Company's employees in the aggregate amount of ¥60 million ($497 thousand).

11.  Amounts Per Share

Yen U.S. dollars
2002 2001 2002
Net income:
BaSIC .ttt ¥ 94.93 ¥155.42 $ 0.78
Diluted ............ 40.54 141.97 0.74
Cash dividends ... 11.25 10.00 0.09
NET ASSETS i 413.55 684.00 3.42

The computation of basic net income per share for the year ended December 20, 2001, was based on the weighted average
number of shares of common stock outstanding during each year. Diluted net income per share for the year ended December 20,
2001, was computed based on the weighted average humber of shares of common stock outstanding each year after giving effect to
the dilutive potential of the common stock to be issued upon the conversion of convertible bonds and the exercise of warrants.

As explained in Note 8, “Shareholders’ Equity,” the Company made a 2-for-1 stock split on December 5, 2002. The )
computation of net income per share (basic and dllutedeor the year ended December 20, 2002, was based on the method outlined
above assummgf that the stock split had been made at the beginning of the year. Basic and dilutive earnings per share have not been
restated aboveTor the year ended December 20, 2001.
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TERBERUHER ... 2,069 1,079 990 1,945 946 999
VIROIF 397 198 199 363 168 195
¥ 12,275 ¥ 8389 ¥ 3,886 ¥ 18503 ¥ 13,048 ¥ 5455
FAREIL
2002
S MhEE A EH IRSS(MmER
EEEE S'Enfaéffﬁégﬁ JiEEEk]
BB RN OBIRE e, $ 81,200 $ 58874 $ 22,326
TERERNURR 17,128 8,932 8,196
VI RDIT e 3,286 1,639 1,647

$101,614 $ 69,445 $ 32,169

INL—=T 42T - U=REUTUEBEINTVD T 7 A F VX - U—XICEHT &3 —ARHEZERF. 2002F X 02001412820
HICKT I OERERFEICSVTCZENEN2.5188AM (20.844FK ML) RUB34018AMATT, U—XBEDRFMEXNEH=ER
DELITEFY —AZEBICOCDERDEIC I O THD. 2002F K U200 14 12820H(CH T 9 $iEReHEREDRMENERSE
TNZTN1.9738AMA (16.333FKRF)L) RU2.7188BAMTT,

FRU=F 42T - U=XELTAEBENTVS T 7 A F VR - U=X(CBT $200245F 12820 DHBICHRHFBBIILI —X
S FISHEEEZSD) BUTOESBD T,

1232088 T I 2 EERFHFE BAHH TR
200BTF oo ¥ 1,671 $13,833
2O0AFELUEE ..o 2,825 23,386

¥ 4,496 $37,219

(BRI

2002F 12820H1RE. HHAUEFFSHOBREH L LTI, HBHREEDZREED SOBAICH T S EHRIHEHEC0EHM
(A97FKRIL) B'BDOFT,

—HHrEbEEE
M KU
2002 2001 2002

‘_—Llﬁﬁ‘ﬁﬂ%}&

............................................................................................... ¥ 94.93 ¥155.42 $ 0.78
40.54 141.97 0.74
11.25 10.00 0.09
413.55 684.00 3.42

20014 12H208(CH T 9 DERARSHFEEDO—HAC D SHMAIROS ETAE,. HETEDBERAOBRPMEFIRIKICEINTS
DEJ. 20015 12H208ICRT I St FREOBITHRIERE —HR/C D SHIAE S, it E N OHHES IREDTE S TUBTERS
EBHADRTSNCEDREICKD . SFEORITEETBMAOBPMETIRAMICE IV TEHEINTSEDET,

I8 [BADE] (CEEHD@D . HitF20024 1 2868 [cE@kl 1 iZ2KICHEILE LE Uiz, 20024 128208(c T3S
ERESTEED—HKRIC D SHAIE (—HS/c O SHAE N BRI RE — /o D SHAIE) OSIERAHECKID N
TONCEDEUCEIRETDTAICKI O THBDET . —HHfc O BHIAIEN BRI & — RS Tc b ZHIIAI&F2001412820
BICKT I ERSEHFEDE CIHMEIESNTHEO FEA.
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Cash dividends ﬁer share of the Company represent the cash dividends declared as applicable to the respective years.
Net assets per share is based on the number of shares outstanding at the respective balance sheet dates.
5000 The pr]g 1|‘Iorma amounts for the year ended December 20, 2001, assuming that the stock split had been made at December 21,
, are as follows:

Yen

2001
Net income: -
BaSIC et ¥ 77.71
Diluted ... 70.98
NET ASSETS . 342.00

Effective December 21, 2001, the Company and its consolidated subsidiaries adopted Financial Accounting Standard No. 2,
" Accounting Standards for Earnings per Share” and Financial Accounting Standards Implementation Guidance No: 4: “Implementation
Guidance for Accounting Standards for Earnings per Share,” which were issued by the Accounting Standards Board of Japan.
The basic financial data for the computation of basic and diluted net incomie per share based on the above standards for the
year ended December 20, 2002 is as follows: - o of
ousands o

Millions of yen U.S. dollars
Information on basic net income:
NET INCOMIE ..ttt et b ettt ettt ne e ¥ 5,304 $ 43,907
Deduction from net income:

Bonuses to directors and statutory auditors ..o 189 1,564
Adjusted net income allocated t0 COMMON StOCK ..........cooiiiiiiiiiiii i 5,115 42,343
Weighted average number of shares of

common stock outstanding during 2002.........c.uiiiiiiii i 53,880,901 shares

Information on basic diluted net income:

Amounts to be adjusted in considering dilutive effect ... ¥72,124 $597,053
Interest expense relating to convertible bonds 56,113 464,512
Ot COMMUSSIONS ...ttt ettt ettt ettt 16,011 132,541
Increase in number of shares of common stock

in considering dilUtive EFfECT .........ciiiii e 3,409,278 shares
Warrants........ccccooiiiiniennn. 86,426
Convertible bonds 3,322,852

~ If the Company and its consolidated subsidiaries had adopted the new standards in fiscal %ear 2001 and assuming the stock
split had been made at the beginning of fiscal year 2001, the per share amount of net assets at December 20, 2001 and the basic net
income and diluted net income for the year ended December 20, 2001, would have been ¥340.16, ¥75.79 and ¥69.32, respectively,

12. Derivatives and Hedging Activities

The Company and its consolidated subsidiaries utilize forward foreign exchang_e contracts to reduce the risk of fluctuation in foreign
currency exchange rates. In addition, the Company and its consolidated subsidiaries utilize interest-rate swap contracts and currency
options for the same purpose. The Company has éstablished a control environment which includes policies and procedures for risk
assessment in accordance with the Company's regulations. In addjtion, the Company assesses the effectiveness of the hedging and,
verifies the approval, reporting and monitoring of all transactions involving derivatives. The Company and its consolidated Subsidiaries
do not hold or issue derivative financial instruments for speculative trading purposes. )

The Company and its consolidated subsidiaries are also exposed tothe risk of credit loss in the event of non-performance by
the counterparties to these currency contracts and interest-rate swaps; however, the Company and its consolidated subsidiaries do
not anticipate nonperformance by any of the counterparties, all of whom are financial institutions with high credit ratings. The
Com |any agd its consolidated subsidiaries are also exposed to certain market risks arising from foreign exchange rates and interest-
rate fluctuations.

The Company and its consolidated subsidiaries had no Qutstandin? derivative positions at December 20, 2002 and 2001 which
would be required to be disclosed in accordance with accounting principles and practices generally accepted in Japan.

13. Segment Information

Business Segments ) ] S ) ] ) ) ]

~ The Company and its consolidated subsidiaries operate in two business segments: a mail-order sales business and a direct sales
business. The mail-order sales business principally includes cat.aloghue sales and an insurance agency. The direct sales business primarily
relates to “Nissen Ladgy” sales which are conducted directly with the customers rather than through retail outlets. .

) As more than 90% of the consolidated net sales for the years ended December 20, 2002 and 2001 were made in Japan, the
disclosure of geographical segment information has been omitted. S
The business segments of the Company and its consolidated subsidiaries for the years ended December 20, 2002 and 2001 are

presented as follows:

Millions of yen
Year ended December 20, 2002

Mail-order Eliminations or
sales Direct sales Total corporate Consolidated

I. Sales and operating income

Sales to third parties ..........ccccccceevieiieiiii ¥113,966 ¥ 28,765 ¥142,731 — ¥142,731

Intergroup sales and transfers ... 23 — 23 (23) —

Total SaleS .....ocviiiiiiiii i 113,989 28,765 142,754 (23) 142,731

Operating expenses 104,771 25,781 130,552 1,758 132,310

Operating iNCOME ........ooviiiiiiiieee e ¥ 9,218 ¥ 2,984 ¥ 12,202 ¥(1,781) ¥ 10,421
Il. Assets, depreciation and capital expenditures

Total assets ................. e ¥ 48,295 ¥ 9,927 ¥ 58,222 ¥15,847 ¥ 74,069

Depreciation and amortization 1,569 109 1,678 22 1,700

Capital expenditures ..........cccooceveiiiiiiiiie 221 381 602 21 623
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12.

13.

—HRAEDESERIEBEFEICHN T DEEIEZRTUCHDET,
—HREC DB EFEZREH DRI TERIUERICE DV CHHELTHED F T,
éE%OOOE] 2A21 HIZHHERBIDTDNC SRE LIcBED200 1 F 1282080 T 9 S EERFHFEDEREFUTOES D THO

M

2001
éﬁﬁ%ﬁuﬁ -
BRI D) e ¥ 77.71
éﬁﬁﬁuﬂ%& Z=Vrls] 70.98
FEBEE oo 342.00

2001F12821HELD. I NOERFRHSEERSFBERERNNR UCEERSEELEDS [—HIcD ZEAEICET R
STEEE| NUTERHEEEREHEAS [—HIcD MR (CRT DR BEDEAERH | ZEALTHEDET,

2002% 12820H(# T 9 DER-AFHFED LEERA(CE D < —HA/c D LB RN OBERIGERE — R/ D SR OEH
LOERF. LUTDEBDTHDET,

EVile FEEIL
— R T D L EF
B IR 2 ..ottt ¥ 5,304 $ 43,907
éﬁﬂ%fﬁl TPERER
BB T o oo, 189 1,564
Eu%‘cu%ééuﬁﬁ%@ﬂﬁ ................. 5,115 42,343

2002F E Bkl DHACR gL .

53,880,901 #k
ARV — R/ D SRR A -

A R EERE oottt ¥72,124 $597,053
B R oo, 56,113 464,512
D R e e 16,011 132,541
R TUIEIIESL .o 3,409,278 %

TRRE B .o 86,426

BTHERTEE oottt ettt 3,322,852

ANERSSTEE CHH200 1 FCHEEZEA L. 2001 FHAH(CHRIXDEINTONTLIZESIE, 20014 128320HD—#kb e DT
&E. 20015128208 (c#8 7 9 @GR FEEO— 2T D AHHEH MM OTBERIGER R — R/ D AR ZNZEN340.16
M. 75.79HNU69.32HTH D& T,

FUINF ¢ THEIRUA Y WS

LD OEE TR FBARS LS AEEHOUR Y (CEX SIORETHRE AL THDET, F/o. BEOENT
SHR OB TR el 10 ) TS RO T3 B OTR L CBDE T, SEHARELE D 27 AnT
FFGESD BRI EREL CHNET, &b, Y, FUNT 1 JIREICHES I OB Ic DOV TEIHERA
WD, HNEBEETNG 50 EICkD. A IBE DA, BB LB SRR RO LR
EE TR TN ENDIZHDT )T ¢ JEE|FHT > TH D FT A § i

SR OB T A DOZAEEN TN EREDBVETCHD 0. YHRESTRILEFEL. CNSOEBETHNGD
SAIXD Y T AL T 2 DDk SZUABITIC L DEAUAT FEEAEENE MU CHDET, SHROEEFaLdE
2. NERBHRERUSFIOZEC LB A2 EHsHNDEEX CHDET, S
RO RS, 20026 R02001F 1 2A20BRELBNT. BAC—RICATEZSE RO SR BERVR
SHBIT CRIRDSR SN CNB T U\ 1 JBB IEFIA L CH D & B

TIAY MER

SROEEAI Y A MEH “ ) \ “
SN BB FRAISEREESRREFRD2DDREDEBERCIA Y M SIEDE T, BREXFECHYOTEF=ZRAE
%gé;@%ﬂg%ﬁ%ﬁ&(ﬂ%@ﬁﬁﬁ%ﬁb\bHD?IF_QPO RIREFEEEC [Tyt UT 1] YRAT LZFICKDEESHIRYIRTESE
\b & o
2002FNU2001F12820H(C#8 T 9 :EEREHEEDOHAEN(CH (T D7t _ e EEsE_ EED90% ZB A TS
fesh. FREHIBIE I A MERDEEHZERLTEDFT
D%%§§§O2OO 15128 20B(C& T oA FE DS RUEEFAH OBELDBET S XY MERIFLITOLS

BAH
20025 128208IcRT I3 EESIEE
_ _ BIREE REREE &t BEN (G2 e
. TLERUEESES

NEBEEICNIT DT LS o [ ¥113,966 ¥ 28,765 ¥142,731 ¥y — ¥142,731
T I XY FEDHEFE LB IFRES............... 23 — 23 (23) —
5 113,989 28,765 142,754 (23) 142,731
104,771 25,781 130,552 1,758 132,310
¥ 9,218 ¥ 2,984 ¥ 12,202 ¥(1,781) ¥ 10,421
F‘ ¥ 48,295 ¥ 9,927 ¥ 58,222 ¥15,847 ¥ 74,069
AmEHE 1,569 109 1,678 22 1,700
=N Y x F O 221 381 602 21 623
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Millions of yen
Year ended December 20, 2001

Mail-order ) Eliminations or )
sales Direct sales Total corporate Consolidated

I. Sales and operating income

Sales to third parties ..........ccccoeeeeeviiiiiiiiiie ¥110,360 ¥ 25,387 ¥135,747 ¥ — ¥135,747

Intergroup sales and transfers ..ot 17 — 17 (17) —

Total SaleS .....ooviiiiiiiiie 110,377 25,387 135,764 (17) 135,747

Operating expenses 106,444 21,575 128,019 3,371 131,390

Operating iNCOME .......oooiiiiiiiicieee e ¥ 3,933 ¥ 3,812 ¥ 7,745 ¥(3,388) ¥ 4,357
Il. Assets, depreciation and capital expenditures

Total assets ................. ST TSR PR U PRURPRRUTRPN ¥ 55,496 ¥ 8,162 ¥ 63,658 ¥14,133 ¥ 77,791

Depreciation and amortization 1,742 81 1,823 15 1,838

Capital expenditures ..........ccccoovivviiiiiiicenn, 548 255 803 62 865

Thousands of U.S. dollars
Year ended December 20, 2002

Mail-order ] Eliminations or )
sales Direct sales Total corporate Consolidated

I. Sales and operating income

Sales to third parties ............ccccocoeveveveeeeenen.. $ 943,427 $ 238,121 $1,181,548 $ — $1,181,548

Intergroup sales and transfers ... 190 —_ 190 (190) —_

Total sales ............. 943,617 238,121 1,181,738 (190) 1,181,548

Operating expenses 867,310 213,419 1,080,729 14,553 1,095,282

Operating iNCOME ......coviiiiiiiiiiiie e $ 76,307 $ 24,702 $ 101,009 $(14,743) $ 86,266
Il. Assets, depreciation and capital expenditures

Total assets .......cccooevveiieennnns . $ 399,793 $ 82,177 $ 481,970 $131,184 $ 613,154

Depreciation and amortization 12,989 902 13,891 182 14,073

Capital expenditures .............cccoeeveeviiiiieinnen. 1,829 3,154 4,983 174 5,157

_ Effective the year ended December 20, 2002 the Company transferred its Information System Section from the Corporate
Division to the Mail-Order Sales Division following a change in the Company’s organization.
13. Segment Information (continued) ) . . T
ata on the Information System Section had been included in the “Eliminations or corg)orate” squment up to the year ended
December 20, 2001. The effect of this change decreased operating income from Mail-order Sales and Direct Sales by ¥1,538 million
($12,732 thousand) and ¥341 million ($2,823 thousand), respectively, and increased operating income from corporate by ¥1,879
million ($15,555 thousand) as compared with the corresponding amounts for the previous year.

14. Subsequent Event

(@  The following appropriations of retained earnings of the Company, which have not been reflected in the accompanying
K;l)ns%h%j%tezdogganoal statements for the year ended December 20, 2002, were approved at a shareholders’ meeting held on
arch 18, :

Thousands of

Millions of yen U.S. dollars
Year-end cash dividends of ¥7.5 ($0.06) PEIr SNAE ...........ccoovviiiiiiiieiieeee e ¥399 $3,303
Bonuses to directors and statutory aUdIOrs ............cocoiiiiiiiiiii e ¥169 $1,399

(b) At the annual general meeting of the Company’s shareholders held on March 18, 2003, a stock option plan for directors of the
Company and its affiliates, and for statutory auditors and certain employees was approved. Under the terms of this plan,
options fo purchase 1,089,000 shares of common stock were apEroved for issuance. This plan provides that the exercise price
will be the average closing market price of the shares on the Osaka Stock Exchange for all trading days of the month
immediately preceding the month of the grant date or the average closing market price of the shares on the Osaka Stock
Exchange on the trading day preceding the grant date, whichever is higheér.

This exercise price is subject to adjustment in certain cases which include stock splits.
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14.

=55H
2001F12820HIC#T 9 2ERbastFE

BIRESE REREE 5t HEXIF2HT S
. BEERUERED
PaNs s e BT k= T ¥110,360 ¥ 25,387 ¥135,747 [ — ¥135,747
TIAY FEDOAETE LEXIFIRES 17 — 17 (17) —
&t 110,377 25,387 135,764 (17) 135,747
106,444 21,575 128,019 3,371 131,390
¥ 3,933 ¥ 3,812 ¥ 7,745 ¥(3,388) ¥ 4,357
¥ 55,496 ¥ 8,162 ¥ 63,658 ¥14,133 ¥ 77,791
1,742 81 1,823 15 1,838
548 255 803 62 865
FAKERIL
2002%F12HA208IC#T I3 EERHEE
BARESE REREZE 5t SBEFEIFEH S
. TEERUERER
NI CN T DTELS $ 943,427 $ 238,121 $1,181,548 $ — $1,181,548
TIAY FEDOARETE LEXIFIRES 190 — 190 (190) —
&t 943,617 238,121 1,181,738 (190) 1,181,548
=} 867,310 213,419 1,080,729 14,553 1,095,282
= $ 76,307 $ 24,702 $ 101,009 $(14,743) $ 86,266
I EE, REENSERUEFHH
BB et $ 399,793 $ 82,177 $ 481,970 $131,184  $ 613,154
EMEAE 12,989 902 13,891 182 14,073
BEARNH 1,829 3,154 4,983 174 5,157

2002F 128208&D ., Htt(FEBXDDES(CHVAHEIFIICSRNCVBERY AT LABBZBRERERICBEWNC LE U,

2001 128208(C# T I BB FERICHOVCIE. FERY AT LML DEENFEH] [CEHOSNTHDFH UTc, BEEEICHL
TERDITHEE R U T, BlREENMORREEZOEERMREZTNZEN.638EBAM (12,732FKR)L) RUB418AM (2.823FK K
W) B U BEXIEEET.8798HM (15555FAK ML) BMULTHEDET,

BRER

(a) 20024 12H208I(C#7T 3 BRI FEDEBIEFERICRIMENTLIRWTELICE UicZ1tOF @y d. 2003F3818
HICRES NIRRT TREBESNTHBDET,

=Dal! FKEIL
—RHTED 7.5 (0.08K RIL) DECZEZE ..ot ¥399 $3,303
R B ST . oottt ¥169 $1,399

(b) 2003%F38 18HICHESNCERKIME T, SHRUSHORRSHOIMR. BEER. NIIEESITHRFHIEDNSZ 51
TEBOFET, BHEHEICKDE. FRRETICKD T @I 1.089,000%ZBA T DIEFDRBOOSNTEDFT . TEFDINATEE
(FIETHIEZFITI OEDOMERB(CEID] ¥ BEDEBICHIF D ARMREIZFES FTOS 1 ZB IR ORBEDOTIIE. FiclEHk
THIEZFHTI DEDOMEEADREDOVINDBEVNERESNTHEDET,

SEATEROIATERE, KRN EIFZT SHEHEBNTNNE T,
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Independent Auditors’ Report .

The Board of Directors and the Shareholders
Nissen Co., Ltd.

We have audited the consolidated balance sheets of Nissen Co., Ltd. and consolidated
subsidiaries as of December 20, 2002 and 2001, and the related consolidated statements of
income, shareholders’ equity and cash flows for the years then ended, all expressed in yen. Our
audits were made in accordance with auditing standards, procedures and practices generally
accepted and applied in Japan and, accordingly, included such tests of the accounting records

and such other auditing procedures as we considered necessary in the circumstances.

In our opinion, the accompanying consolidated financial statements, expressed in yen, present
fairly the consolidated financial position of Nissen Co., Ltd. and consolidated subsidiaries at
December 20, 2002 and 2001, and the consolidated results of their operations and their cash
flows for the years then ended in conformity with accounting principles and practices generally

accepted in Japan applied on a consistent basis.

As described in Note 1, Nissen Co., Ltd. and consolidated subsidiaries have adopted new
accounting standards for foreign currency translation, financial instruments, and employees’
retirement benefits effective December 21, 2000 in the preparation of their consolidated

financial statements.
The U.S. dollar amounts in the accompanying consolidated financial statements with respect to
the year ended December 20, 2002 are presented solely for convenience. Our audit also

included the translation of yen amounts into U.S. dollar amounts and, in our opinion, such

translation has been made on the basis described in Note 2.

Osaka, Japan /%VVL M
March 18, 2003 1 &\ CV

See Note I(a) which explains the basis of presentation of the consolidated financial statements of Nissen Co.,

Ltd. under Japanese accounting principles and practices.
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12 H20HIREDERBEENBRLOICZENSDHICKR T UlcSEGastFE DS EmET
BE. ERMEROFEENOERF vy 2 TJO—FBEICODVCEAZITO . CD8
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A CEREHDEBD, RASH T Y BV RUOERFRME. 2000F 12521 HLER
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Nissen Co., Ltd. and Consolidated Subsidiaries #®&tHt= vy ROERKFRHE

Consolidated Five-Year Financial Summary . SERFEOEEEERR

Years ended December 20,

128208(CHT L& EE Millions of yen

(BAM)
2002 2001 2000 1999 1998

Results of Operations

Selling, general and RFEERT

administrative expenses —“mﬁg 67,279 65,542 67,055 73,027 69,624
...................................................................... =Ffm 10421 4357 3613 (1.266) 1,749

Income (loss) before income taxes  Fi&ZHARH]

and minority interests RS (FBK) 8,288 3,444 855 (2,494) 742

Note : The Company made a 2-for-1 stock split on December 5, 2002.
E 0 SH#32002F 1 2A6RICEBMI 1 #72 2 KRICHEILELE Uz,

Operating Income / EZEF & Return on Assets / f8EAFI iR Shareholders’ Equity / #liE&EE
Return on Equity / B S 24F &5
(Millions of Yen / &/5m3) (%) (%) (Millions of Yen / &) (%)

12,000 8.0 30 25,000 50
9,000 6.0 20 20,000 40
6,000 4.0 10 15,000 30
3,000 2.0 0 \/ 10,000 20
0 0 -10 5,000 10

-3,000 -2.0 -20 0 0

‘98 ‘99 ‘00 ‘01 '02 ‘98 '99 ‘00 ‘01 '02 ‘98 '99 ‘00 ‘01 '02

== As a percent of net sales/i55 EE LR == Return on assets 3 EAF FE == As a percent of total assets, S &EEL R

Return on equity /B &AFER
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Corporate Directory (: march 18, 2003)

. ST 51543818880

Board of Directors and Statutory Auditors / &8

President & Representative Director
Toshio Katayama

Managing Directors
Shinya Samura
Fumikazu Morimoto

Directors
Yoshitsugu Sonoda
Takahiro Moroe
Hiroshi Fujii
Tetsuo Kawashima
Shinjiro Kamon
Haruo Tahara
Nobuyuki Ichiba
Satoshi Fuijita
Hideo Aomatsu
Kiyoshi Hirasawa

Corporate Auditors
Shingo Nakae
Yuishiro Hayashi
Yoshiharu Takahashi
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Corporate Data (a: pecember 20, 2002) . BT —F Fmias1252088mm)
Head Office : & #:
79, Nishinochaya-cho, Kisshoin, Minami-ku, REHmX S/ ZREN 798
Kyoto 601-8381, Japan .
BY L
Established : BMIASEAH10H
April 10, 1970 N
BAE
Paid-in Capital : 7.665,517FH
¥7,665,517 thousand _ _
ISR PR :
Common Stock Listing : RERGEZSENS AT THi5s8 1 56
Osaka Securities Exchange, First Section - .
FEATHEMRTURSER
Number of Shares Issued : 54,306,332%
54,306,332
¥REER
Number of Shareholders : 7.425%
7,425 _
[ S=t
Number of Employees : 8404

840
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