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|                                 |   Day/   +-------+-----+-----------+------+----------+   Month        |   Indirect|   Owner-   |
|                                 |   Year)  |Code   |V    |Amount     |A/D   |Price     |                |   (I)     |   ship     |
+---------------------------------+----------+-------+-----+-----------+------+----------+----------------+-----------+------------+
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|1.           |2.      |3.        |4.       |5.         |6.                   |7.              |8.        |9.      |10.    |11.    |
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|             |        |          |         |           |                     |                |          |Deriv-  |Form of|       |
|             |        |          |         |           |                     |Title and Amount|          |ative   |Deriv- |       |
|             |        |          |         |           |                     |of Underlying   |          |Secur-  |ative  |Nature |
|             |Conver- |          |         |Number of  |                     |Securities      |          |ities   |Secur- |of     |
|             |sion or |          |         |Derivative |Date Exercisable     +-------+--------+          |Benefi- |ity:   |In-    |
|             |Exercise|          |         |Securities |and Expiration Date  |       |Amount  |          |cially  |Direct |direct |
|             |Price of|Transac-  |Transac- |Acquired(A)|(Month/Day/Year)     |       |or      |          |Owned   |(D) or |Bene-  |
|Title of     |Deriv-  |tion Date |tion Code|Disposed(D)+----------+----------+       |Number  |Price of  |at End  |In-    |ficial |
|Derivative   |ative   |(Month/   +------+--+-----+-----+Date Exer-|Expira-   |       |of      |Derivative|of      |direct |Owner- |
|Security     |Security|Day/Year) |Code  |V |(A)  |(D)  |cisable   |tion Date |Title  |Shares  |Security  |Month   |(I)    |ship   |
+-------------+--------+----------+------+--+-----+-----+----------+----------+-------+--------+----------+--------+-------+-------+

Stock Options  $33.7    05/03/2002 A      V  6000        05/03/2004 05/03/2007 Common  6000     $0.0000    6000     D
(Right to buy)                                                                 Stock
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DATE
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ate and was principally utilized for working capital needs and allows borrowings of up to approximately $1,100,000.
At June 29, 2002, there were no amounts outstanding under the UK Facility. United States Credit Facility - In June
2000, one of the Company's subsidiaries entered into a credit facility (the "US Facility") with a lender to provide up to
$5,000,000 of unsecured working capital. The US Facility bore interest at 1.75% above the London Interbank Offer
Rate and expired in June 2002. No amounts were outstanding under the US Facility at June 29, 2002. Exchange Offer
- On August 28, 2001, we launched an offer to exchange outstanding stock options that had an exercise price of more
than $7.00 per share for new options to purchase 75% of the shares subject to the outstanding options at an exercise
price of $5.97 per share (the closing price of the Common Stock reported on the Nasdaq National Market on the date
the Board of Directors approved the exchange offer.) The exchange offer expired on October 16, 2001. Options to
purchase 1,375,876 shares of Common Stock were tendered in the exchange offer and accepted by us and cancelled
and new options to purchase 1,031,908 shares of Common Stock were issued in exchange for the cancelled options.
As a result of the exchange offer, we are now required to apply variable accounting to these stock option grants until
the options are exercised, cancelled or expire. For Fiscal 2002, we did not record any variable stock-based
compensation expense in the consolidated statement of operations because our closing Common Stock price on June
29, 2002 was below the exercise price of $5.97. Because the determination of variable accounting expense associated
with the repriced stock options is dependent, in part, on our closing stock price at the end of each prospective
reporting period, it is not possible to determine its future impact, either favorable or unfavorable, on our financial
statements. Common Stock Buy-Back Programs - In Fiscal 2000, we purchased 190,888 shares of our Common Stock
on the open market for approximately $759,000 as part of a Board of Directors approved Common Stock buy-back
program. In February 2001, we adopted an additional share repurchase program pursuant to which the Board of
Directors allocated up to $10,000,000 for the repurchase of shares of our Common Stock. We have not repurchased
any shares pending completion of a review of our other capital investment opportunities but continue to believe that
our Common Stock is significantly undervalued at current prices. Public Equity Offering - On September 26, 2000,
pursuant to an underwritten public offering, we sold 3,900,000 shares of our Common Stock at $23.00 per share. On
October 2, 2000, pursuant to an over-allotment option granted to the underwriters, we sold an additional 585,000
shares of our Common Stock at a price of $23.00 per share. We received net proceeds of approximately $96,881,000
from the offering, after deducting offering costs and underwriting fees of approximately $6,274,000 from the gross
proceeds of $103,155,000. The use of the offering proceeds was intended for the repayment of outstanding
indebtedness including capital leases, for capital expenditures and for general corporate and strategic purposes,
including working capital and investments in new technologies, product lines and complementary businesses. -27-
Stock Split - On April 14, 2000, we effected a two-for-one stock split of our Common Stock through a stock dividend
to shareholders of record on March 27, 2000. Accordingly, share and per-share data for all periods presented in this
report have been restated to reflect the stock split. Senior Notes - On July 30, 1998, we consummated a private
placement of $15,000,000 of unsecured senior notes that bore interest at 11%. In August 2002, we repurchased all of
these senior notes at slightly below par. License Agreement - On August 26, 2002, our Company announced it entered
into two trademark licensing agreements, with the entity that purchased the assets of Polaroid in an asset purchase
transaction approved by the U.S. Bankruptcy Court supervising the Polaroid reorganization. The two license
agreements provide the Company with the exclusive, worldwide use of the Polaroid brand trademark in connection
with the manufacture, distribution, promotion and sale of single-use cameras and traditional film based cameras,
including zoom cameras, and certain related accessories. The licenses do not include instant or digital cameras. Each
license includes an initial term of three and a half years and may be renewed, at our option, for an additional
three-year period. Each license agreement includes provisions for the payment of $3,000,000 of minimum royalties,
which will be fully credited against percentage royalties. In August 2002, we paid a total of $4,000,000, which
represented $2,000,000 for each license agreement, as partial payment of the minimum royalties. Growth
Opportunities - We are evaluating various growth opportunities that could require significant funding commitments.
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We have from time to time held, and will continue to hold, discussions and negotiations with (i) companies that
represent potential acquisition or investment opportunities, (ii) potential strategic and financial investors who have
expressed an interest in making an investment in or acquiring us, (iii) potential joint venture partners looking toward
formation of strategic alliances that would broaden our product base or enable us to enter new lines of business and
(iv) potential new and existing OEM customers where the design, development and production of new products,
including certain new technologies, would enable us to expand our existing business, and enter new markets including
new ventures focusing on wireless connectivity and other new communication technologies. We recently engaged an
investment bank to help us attempt to identify suitable acquisition targets. However, there can be no assurance that
any definitive agreement will be reached regarding any of the foregoing, nor does management believe that such
agreements are necessary for the successful implementation of our strategic plans. -28- RISK FACTORS You should
carefully consider the following risks regarding our Company. These and other risks could materially and adversely
affect our business, operating results or financial condition. You should also refer to the other information contained
or incorporated by reference in this report. Most of our operations are subject to control by the People's Republic of
China (PRC) and several of its local governmental agencies. The continuing viability of our PRC agreements is
crucial to our business operations in the PRC. We manufacture a majority of the components used in our cameras and
assemble all of our manufactured finished products in the PRC. Our agreements with various PRC government or
quasi-government agencies currently provide us with approximately 4,000 workers. We are responsible for their
wages, food and housing and must comply with a variety of local labor and employee benefit laws covering these
workers. While we believe we are in substantial compliance with applicable laws as currently enforced, these laws are
subject to modification and interpretation by the applicable governmental authorities. We cannot predict the impact of
any future modifications to or strict enforcement of the existing laws. In addition, the termination or material
modification of any of our agreements with the PRC government and quasi-government agencies could have a
material adverse impact on our revenues and earnings. Political and economic uncertainties in the PRC could affect
our business. Our business could be adversely affected by the imposition in the PRC of austerity measures intended to
reduce inflation, which could result in the inadequate development or maintenance of infrastructure, the unavailability
of adequate power and water supplies, transportation, raw material and parts, or a deterioration of the general political,
economic or social environment in the PRC. Relocation time and expenses could result in substantial losses. If we
determine it is necessary to relocate our manufacturing facilities from the PRC, due to confiscation, expropriation,
nationalization, embargoes, or other governmental restrictions, we would incur substantial operating and capital losses
including losses resulting from business interruption and delays in production. In addition, as a result of a relocation
of our manufacturing equipment and other assets, we would likely incur relatively higher manufacturing costs, which
could reduce sales and decrease the current margin on the products we previously manufactured in the PRC.
Relocation of our manufacturing operations would also result in disruption in the delivery of our products, which
could, in turn, reduce demand for our products in the future. There is also a risk of business interruption as a result of
political events, the costs of which may exceed our insurance coverage. The PRC has experienced political disruptions
in the past. We maintain political risk insurance up to $15 million on equipment and business interruption insurance
up to $15 million, but it is possible that political events may cause an interruption of our manufacturing operations, the
cost of which might exceed our insurance coverage. -29- We are dependent on certain large customers. In Fiscal 2002,
we had two customers (Walgreens and Wal-Mart) each of whose purchases represented in excess of 10% of our total
net sales and whose purchases in the aggregate represented over 38% of our total net sales. The loss of any of our
large customers could have a material adverse impact on our revenues and profits. We are exposed to credit risk
associated with sales to our customers. In Fiscal 2002, two of our customers, Polaroid and Kmart, filed for protection
from their creditors under Chapter 11 of the U.S. Bankruptcy Code. As a result, during Fiscal 2002 we recognized
provisions related to Polaroid accounts receivable and inventory and Kmart accounts receivable. See "Management's
Discussion and Analysis of Financial Condition and Results of Operations" above. Polaroid's purchases represented
approximately 3.6% and Kmart's purchases represented less than 1%, respectively, of our total Fiscal 2002 net sales.
The reversal of the International Trade Commission ban on importation of re-loaded single use cameras could
adversely affect our business. In June 1999, the International Trade Commission ("ITC") banned the unlicensed
importation into the United States of new and reloaded single use cameras due to the infringement of such imports on
existing patents held by Fuji. The Court of Appeals for the Federal Circuit (the "Federal Circuit") recently upheld the
ban on new single use cameras and reversed the ITC's ban on reloaded single use cameras which were originally sold
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in the United States by Fuji or its licensees and reloaded in a prescribed manner. The Federal Circuit's decision opens
the United States market to competition from non-Fuji licensees for single use cameras originally sold in the United
States by Fuji or its licensees and reloaded (either in the United States or abroad) in the prescribed manner. The
Federal Circuit's decision could have a material adverse impact on our revenues and earnings. -30- We are dependent
on a small group of key personnel. Our business is managed by a small number of key management and operating
personnel. In particular, we rely on the continued services of Ira B. Lampert, our Chairman, Chief Executive Officer
and President. The loss of this or any other key employee could have a material adverse impact on our business. We
believe our future success will depend in large part on our continued ability to attract highly skilled and qualified
personnel. Competition for such personnel is intense. We may not be able to hire the necessary personnel to
implement our business strategy, or we may need to pay higher compensation for employees than currently budgeted.
Our inability to attract and retain such personnel could limit our growth and affect our profits. Our digital camera
products involve a more complex development process, which we may not be able to successfully integrate into our
operations. Digital cameras involve a more complex development process and component procurement process than
our traditional and single use cameras. Manufacturing delays, including component procurement delays or shortages
and the timely introduction and delivery of new components, which may be outside our control, could adversely
impact our business, results of operations and financial condition. Digital camera products are subject to rapid
technological changes, price erosion and obsolescence. Digital camera products are subject to rapid technological
changes, price erosion and obsolescence to a greater extent than traditional camera products. Because of rapid
technological changes, some of our digital camera products became obsolete and, consequently, we recorded
significant inventory provisions related to digital inventory during Fiscal 2002. To be successful in the development,
manufacture and sale of digital camera products, we have to react quickly to technological advances and manage our
inventory effectively to accommodate price competition and the short life span of such products. To achieve our
operating and financial objectives, we must manage our anticipated growth effectively. We anticipate that our
business will grow. Our future success depends in large part on our ability to manage our anticipated growth. To
manage this growth, we will need to hire additional experienced, skilled personnel and to train, manage and retain key
employees. These activities may strain our management resources. If we were unable to manage growth effectively,
our profits would be adversely affected. -31- The camera and photographic products industry is highly competitive.
As a manufacturer and distributor of low cost, popularly priced image capture products, we encounter substantial
competition from a number of firms, many of which have longer operating histories, more established markets, more
extensive facilities and, in some cases, greater resources. We are exposed to risks associated with intellectual property
used in image capture devices. Image capture devices use technology which may be protected by unknown United
States or foreign patents. The right to use such intellectual property is subject to the availability of suitable license
conditions from the patent holders which could have a material adverse effect on our business and financial condition.
A claim of infringement by such a patent holder could be time-consuming and costly to defend. A lawsuit alleging
patent infringement was filed by the Massachusetts Institute of Technology and Electronics for Imaging, Inc. in April
2002 against 214 defendants, including the Company. See "Legal Proceedings" above. We face certain foreign
currency risks as a result of conducting a substantial portion of our business activities in Hong Kong. Since 1983 the
Hong Kong Dollar has been pegged to the United States Dollar, but the exchange rate of the Hong Kong Dollar may
fluctuate in the future. Although our OEM and major retail business is conducted in U.S. Dollars, certain of our
obligations under agreements in the PRC and with our Hong Kong suppliers are paid in Hong Kong Dollars. We are
also exposed to currency risks in Japan and other countries where we purchase materials for our products or sell those
products. We generally do not engage in currency hedging activities. We also face political risks as a result of
conducting administrative, sales, engineering and design activities in Hong Kong and the PRC. In July 1997, the
exercise of sovereignty over Hong Kong was transferred from the United Kingdom to the PRC and Hong Kong
became a Special Administrative Region of the PRC. We cannot predict how the PRC will interpret and implement
the basic law that provides, in part, for the capitalist system and way of life to remain unchanged for 50 years. We also
cannot predict the effect of any such action on our business activities in Hong Kong or our operations or financial
condition in general. Any significant changes affecting our operations or financial condition in the PRC or Hong Kong
could have a material adverse effect on our business and financial condition. The importation of products into the
United States and other countries in which our products are sold is subject to various other risks. The United States,
the PRC, Hong Kong, the European Union or other countries may impose trade restrictions that could adversely affect
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our operations. In addition, the United States is currently monitoring various PRC practices, including trade,
investment and government procurement, as well as the PRC's compliance with various multilateral and bilateral
agreements. We cannot predict whether the United States will take future trade actions against the PRC that may result
in increased tariffs against PRC products, including products imported by us. -32- The market price of our Common
Stock may fluctuate. The stock markets, and in particular the Nasdaq National Market, have experienced extreme
price and volume fluctuations that have affected the market prices of equity securities of many companies and that
often have been unrelated or disproportionate to the operating performance of such companies. These broad market
factors may adversely affect the market price of our Common Stock. In the past, following periods of volatility in the
market price of a company's securities, securities class action litigation has often been instituted against that company.
Such a lawsuit was recently instituted against us and could result in substantial costs and a diversion of management's
attention and resources, which could harm our business. See "Legal Proceedings." We may not be able to identify and
integrate future acquisitions. We intend to pursue strategic acquisitions that we consider reasonable in light of the
revenues and profits we believe we will be able to generate from these acquisitions. The cost of acquisitions within the
industry has generally increased over time. Additionally, we compete for acquisitions with certain other industry
competitors, some of which have greater financial and other resources than we do. Increased demand for acquisitions
may result in fewer acquisition opportunities for us as well as higher acquisition prices. Although we believe
opportunities may exist for us to grow through acquisitions, we may not be able to identify and consummate
acquisitions on acceptable terms. If we do acquire other companies, we may not be able to profitably manage and
successfully integrate them with our operations and sales and marketing efforts without substantial costs or delays.
Acquisitions involve a number of potential risks, including the potential loss of customers, increased leverage and
debt service requirements, combining disparate company cultures and facilities and operating in geographically
diverse markets. One or more of our future acquisitions may have a material adverse effect on our financial condition
and results of operations. We are unable to predict the effect of terrorist acts on commerce. Terrorist attacks in New
York and Washington, D.C. in September of 2001 have disrupted commerce throughout the United States and other
parts of the world. The continued threat of terrorism within the United States and abroad and the potential for military
action and heightened security measures in response to such threat may cause significant disruption to commerce
throughout the world. To the extent that such disruptions result in delays or cancellations of customer orders, a general
decrease in consumer spending, or our inability to effectively market and sell our products, our business and results of
operations could be materially and adversely affected. We are unable to predict whether the threat of terrorism or the
responses thereto will result in any long-term commercial disruptions or if such activities or responses will have a
long-term material adverse effect on our business, results of operations or financial condition. -33- Item 7A.
Quantitative and Qualitative Disclosures About Market Risk. As a result of our global operating and financial
activities, we are exposed to changes in interest rates and foreign currency exchange rates that may adversely affect
our results of operations and financial position. In seeking to minimize the risks and/or costs associated with such
activities, we manage exposures to changes in interest rates and foreign currency exchange rates through our regular
operating and financing activities. At June 29, 2002, our exposure to changes in interest rates was minimal, since our
long-term debt of $15,000,000 had a fixed interest rate. In August 2002, we retired all of our long-term debt. We had
no short-term borrowings outstanding as of June 29, 2002 but we do borrow from time to time under our credit
facilities. These borrowings are of a short-term nature typically subject to variable interest rates based on a prime rate
or LIBOR plus or minus a margin. Since we have no debt outstanding, we do not deem interest rate risk to be
significant or material to our financial position or results of operations. We do not presently use derivative instruments
to adjust our interest rate risk profile. We do not utilize financial instruments for trading or speculative purposes, nor
do we utilize leveraged financial instruments. Each of the our foreign subsidiaries purchases their inventories in U.S.
Dollars and certain of their sales are in foreign currency, thereby creating an exposure to fluctuations in foreign
currency exchange rates. We purchase certain components, raw materials and services needed to manufacture our
products in foreign currencies including Japanese Yen. The impact of foreign exchange transactions is reflected in our
statements of operations. As of June 29, 2002, we were not engaged in any hedging activities and we had no forward
exchange contracts outstanding. We continue to analyze the benefits and costs associated with hedging against foreign
currency fluctuations. Item 8. Financial Statements and Supplementary Data. The financial statements listed in Item
15(a) (1) and (2) are included in this report beginning on page F-2. Item 9. Changes in and Disagreements with
Accountants on Accounting and Financial Disclosure. None. -34- PART III Item 10. Directors and Executive Officers
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of the Company. Executive Officers and Directors Our executive officers and directors, and their respective ages as of
August 15, 2002, are as follows: Name Age Position Ira B. Lampert(3)(4) 57 Chairman, Chief Executive Officer and
President Brian F. King 49 Senior Executive Vice President, Chief Operating Officer and Secretary Richard M.
Finkbeiner 55 Senior Vice President and Chief Financial Officer Keith L. Lampert 32 Executive Vice President and
Director of Worldwide Operations of the Company; Managing Director of Concord HK Gerald J. Angeli 49 Vice
President of Worldwide Engineering and Technology Harlan I. Press 38 Vice President, Treasurer and Assistant
Secretary Urs W. Stampfli 51 Senior Vice President and Director of Global Sales and Marketing Ronald S.
Cooper(1)(2) 64 Director Morris H. Gindi(1)(5) 57 Director J. David Hakman(3)(4) 60 Director William J. Lloyd(5)
63 Director William J. O'Neill, Jr.(1)(2) 60 Director ----------------- (1) Member of Audit Committee. (2) Member of
Compensation and Stock Option Committee. (3) Member of Executive Committee. (4) Member of Director Affairs
Committee. (5) Member of Marketing and Product Development Committee. Ira B. Lampert has been the Chairman
and Chief Executive Officer of the Company since July 13, 1994. For the calendar year 1995 and again from July 31,
1998 through the present, Mr. Lampert also served as President of the Company. Mr. Lampert is a member of the
Board of the Queens College Foundation of the City University of New York and is the Treasurer of the Boys & Girls
Republic, a nonprofit organization for underprivileged children. Brian F. King has been Senior Executive Vice
President and Chief Operating Officer of the Company since February 2002, having served as Senior Vice President
of the Company from August 1998 to February 2002. In addition, Mr. King has served as Secretary of the Company
since August 1996 and served as Managing Director of Concord HK from August 1996 through April 2000. Mr. King
served as the Company's Vice President of Corporate and Strategic Development from June 1996 to August 1998.
-35- Richard M. Finkbeiner joined the Company in July 2002 as Senior Vice President and Chief Financial Officer.
Prior to joining the Company, Mr. Finkbeiner was Corporate Vice President and Chief Financial Officer of Menasha
Corporation, a $1 billion privately owned manufacturing and services company. He was Executive Vice President and
Chief Financial Officer of Creative Computers, Inc., a publicly-traded reseller of computer equipment, from 1996
until he joined Menasha in 1998. Mr. Finkbeiner has been Chief Financial Officer for several other companies and
spent 12 years with Hallmark Cards. He has an M.S. degree in Applied Math, an M.B.A., and a C.P.A. certificate.
Keith L. Lampert, who is a son of Ira B. Lampert, has been Executive Vice President and Director of Worldwide
Operations of the Company since February 2002 and Managing Director of Concord HK since April 2000. From
March 2001 to February 2002, Mr. Lampert also served as the Company's Vice President of Worldwide Operations.
He became a Vice President of the Company in August 1998, having joined the Company in 1993. Among other
things, Mr. Lampert is responsible for the Company's operations in Hong Kong and the People's Republic of China.
Gerald J. Angeli joined the Company in April 2000 as Vice President, OEM Product Supply. Since March 2001, he
has served as the Company's Vice President of Worldwide Engineering and Technology. From July 1997 to April
2000, Mr. Angeli was Vice President, Global Manufacturing and Products Supply for NCR Corporation's Systemedia
Group, where he was responsible for manufacturing, customer service, distribution and logistics. Before that, Mr.
Angeli was employed by Kodak for 20 years in various capacities, most recently as Manager of Worldwide
Manufacturing and Supply Chain and Vice President, Consumer Imaging. Harlan I. Press has been Vice President and
Treasurer since April 2000, Chief Accounting Officer since November 1994, and Assistant Secretary of the Company
since October 1996. Mr. Press served as the Corporate Controller of the Company from October 1996 through April
2000. Mr. Press is a member of the American Institute of Certified Public Accountants, the New York State Society of
Certified Public Accountants and the Financial Executives Institute. Urs W. Stampfli has been Senior Vice President
since February 2002 and Director of Global Sales and Marketing for the Company since April 2000. Mr. Stampfli
joined the Company in May 1998, as Director of Global Sales and Marketing, and became a Vice President of the
Company in April 2000. From 1990 to April 1998, Mr. Stampfli was Vice President, Marketing, Photo Imaging
Systems of Agfa Division, Bayer Corporation. Ronald S. Cooper has been a director of the Company since January
2000. Mr. Cooper is a co-founder and principal of LARC Strategic Concepts, LLC, a consulting firm focusing on
emerging growth companies. Mr. Cooper retired from Ernst & Young LLP in September 1998, having joined the firm
in 1962. He became a partner in 1973 and was Managing Partner of the firm's Long Island office from 1985 until he
retired. He is also a director of Frontline Capital Group, a publicly traded e-commerce company. -36- Morris H. Gindi
has been a director of the Company since 1988. Mr. Gindi has served as the Chief Executive Officer of Notra Trading
Inc., an import agent in the home textiles industry, since 1983 and as Chief Executive Officer of Morgan Home
Fashions, a manufacturer and distributor of home textiles, since 1995. J. David Hakman has been a director of the
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Company since 1993. Mr. Hakman owns Hakman Capital Corporation, an investment and merchant banking concern,
a subsidiary of which is a member of the National Association of Securities Dealers, Inc. In addition, Mr. Hakman is a
director of Hanover Direct, Inc., a direct marketing business. William J. Lloyd has been a director of the Company
since May 2000. Mr. Lloyd is founder and President of Inwit, Inc., a technology consulting firm. He has been working
with a law firm and other clients in the San Diego, California area, primarily with respect to patents and other
technical matters, since March 2002. From November 2000 to February 2002, he was Executive Vice President and
Chief Technology Officer of Gemplus International, a leading smart card solutions provider for telecommunications,
financial services and e-business security. Prior to joining Gemplus, Mr. Lloyd was Co-Chief Executive Officer of
Phogenix Imaging, LLC, a Hewlett-Packard/Kodak joint venture. From 1969 to 2000, Mr. Lloyd held various
management positions at Hewlett-Packard, most recently as Vice President, Chief Technology Officer for its Digital
Media Solutions and Personal Appliances and Services. William J. O'Neill, Jr. has been a director of the Company
since August 2001. Mr. O'Neill is a founder and principal of O'Neill Group, Inc., a consulting firm focused on
developing business strategies, operational execution, financial evaluations and fundraising activities. From 1969 to
1999, Mr. O'Neill held various management positions at Polaroid, most recently as Executive Vice President and
President, Corporate Business Development. In July 2001, he was appointed as Dean of the Frank Sawyer School of
Management at Suffolk University in Boston, Massachusetts. Audit Committee Financial Expertise Two members of
the Audit Committee of our Board of Directors, namely Ronald S. Cooper and William J. O'Neill, Jr., have significant
financial expertise. Ronald S. Cooper has over 35 years of experience in the field of public accounting, retiring in
1998 from Ernst & Young LLP. During that time, Mr. Cooper was involved in the audits of numerous public
companies and gained broad experience with SEC filings. William J. O'Neill, Jr. was Chief Financial Officer (and
Executive Vice President) of Polaroid from 1990 to 1998, having held various other positions with Polaroid including
that of Corporate Controller for four years. As a result of the foregoing, both of these members of the Audit
Committee have: (i) an understanding of generally accepted accounting principles and financial statements; (ii)
experience in the preparation or auditing of financial statements of generally comparable issuers and the application of
such principles in connection with the accounting for estimates, accruals and reserves; (iii) experience with internal
accounting controls; and (iv) an understanding of audit committee functions. -37- Section 16 Beneficial Ownership
Reporting Compliance Section 16(a) of the Securities Exchange Act of 1934, as amended (the "Exchange Act"),
requires our directors, executive officers and ten percent (10%) shareholders ("Reporting Persons") to file initial
reports of ownership and reports of changes in ownership of the Common Stock and any other equity securities with
the SEC. Reporting Persons are required to furnish us with copies of all Section 16(a) reports they file. Based on a
review of the copies of the reports furnished to us and written representations from our directors and executive officers
that no other reports were required, we believe that the Reporting Persons complied with all Section 16(a) filing
requirements applicable to them with respect to Fiscal 2002. -38- Item 11. Executive Compensation. SUMMARY
COMPENSATION TABLE The following table contains certain information regarding aggregate compensation paid
or accrued by the Company during Fiscal 2002 to the Chief Executive Officer and to each of the other four highest
paid executive officers. Long-Term Annual Compensation Compensation Awards -------------------------------------------
------------ Shares Other Annual Underlying All Other Name and Fiscal Salary Bonus** Compensation Options
Compensation Principal Position Year ($) ($) ($) (#) ($) ------------------ ------------
---------------------------------------------------------------------------- Ira B. Lampert 2002 $920,833* -- $681,110(1)
263,004(6) $960,447(8) Chairman, Chief 2001 969,444 860,686 686,555(1) -- 961,524(8) Executive Officer 2000
704,167 400,000 596,586(1) 350,672(7) 487,267(9) and President Brian F. King 2002 400,000* -- 7,177(2)
127,260(6) 375,372(10) Senior Executive Vice 2001 425,000 444,809 132,970(2) -- 385,807(10) President and Chief
2000 327,147 175,000 95,249(2) 169,680(7) 123,148(11) Operating Officer Keith L. Lampert 2002 225,000* --
228,968(3) 76,356(6) 170,973(12) Executive Vice President 2001 240,000 281,639 214,908(3) -- 229,868(12) and
Director of Worldwide 2000 204,601 100,000 144,174(3) 101,808(7) 83,520(11) Operations; Managing Director of
Concord HK Urs W. Stampfli 2002 210,500* -- 12,000(4) 18,665(6) 44,276(13) Senior Vice President and 2001
223,650 155,282 12,000(4) -- 44,647(13) Director of Global 2000 192,500 45,000 12,000(4) 24,886(7) 7,245(14)
Sales and Marketing Gerald J. Angeli 2002 190,000 -- 37,000(5) 67,500(6) 22,051(15) Vice President of 2001
190,000 20,000 12,000(4) -- 10,000(16) Worldwide Engineering and 2000 47,500 -- 3,000(4) 90,000(7) -- Technology
----------------- (*) In light of the cost-cutting measures recently undertaken by the Company, these executive officers
all voluntarily agreed, on a verbal basis, to a decrease in their base salaries of approximately 11% effective as of July
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1, 2001 (the beginning of Fiscal 2002). Keith Lampert and Urs Stampfli subsequently received salary increases
effective as of their promotions on February 25, 2002. See "Executive Employment Contracts, Termination of
Employment and Change in Control Arrangements" below. -39- (**) Represents bonuses determined and paid by the
Company in the fiscal year, based on the Company's and the executive's performance in the previous fiscal year. No
bonuses were awarded with respect to Fiscal 2002 or Fiscal 2001. (1) Includes: (a) auto allowances and costs, partial
housing costs and reimbursement of taxes, respectively, of $30,714, $48,000 and $93,789 in Fiscal 2002, $30,808,
$47,797 and $99,325 in Fiscal 2001, and $35,911, $48,000 and $99,430 for Fiscal 2000; and (b) the yearly credit
under the Lampert SERP (described below under "Executive Employment Contracts, Termination of Employment and
Change in Control Arrangements") of $500,000 in Fiscal 2002 and 2001, and $400,000 in Fiscal 2000. (2) For Fiscal
2002, this represents $18,000 in auto allowance paid, less Hong Kong tax reimbursements of $25,177 repaid by Mr.
King to the Company. For Fiscal 2001, this represents $108,142 paid by the Company pursuant to the Company's
Executive Management Tax Equalization Policy for executives stationed overseas, $18,000 in auto allowance, and
$6,828 in overseas housing costs. For Fiscal 2000, this includes $71,367 in overseas housing costs and $18,000 in auto
allowance paid by the Company. (3) Includes: (a) amounts paid pursuant to the Company's Executive Management
Tax Equalization Policy of $89,519 in Fiscal 2002, $102,518 in Fiscal 2001, and $34,213 in Fiscal 2000; (b) an
overseas allowance of $25,000 per annum; and (c) overseas housing costs of $111,826 in Fiscal 2002, $82,969 in
Fiscal 2001 and $82,052 in Fiscal 2000. (4) Represents auto allowances paid. (5) Represents a $25,000 overseas
allowance and $12,000 in auto allowance paid. (6) This stock option was granted on October 17, 2001 in connection
with the Company's exchange offer (described under "Executive Compensation - Stock Options" below), in exchange
for the stock option granted in Fiscal 2000 which has been cancelled. (7) As indicated in footnote 6, this stock option
has been cancelled. (8) Represents: (a) $516,666 of the April 19, 2000 grant of deferred compensation that vested in
each of these fiscal years, as described under "Executive Employment Contracts, Termination of Employment and
Change in Control Arrangements" below; (b) payments by the Company for insurance premiums of $27,838 in Fiscal
2002 and $39,975 in Fiscal 2001; (c) in Fiscal 2002, payments by the Company for companion travel; and (d)
$404,883 repaid to Ira B. Lampert in Fiscal 2002 and Fiscal 2001 as deferred compensation pursuant to the
conditional release program (described under "Certain Relationships and Related Transactions" below) because he
prepaid the total amount of the indebtedness before it was scheduled to be forgiven by the Company. (9) Includes: (a)
$452,371 of indebtedness forgiven (including principal and interest) by the Company as part of the conditional release
program described under "Certain Relationships and Related Transactions" below; and (b) payments by the Company
for insurance premiums. (10) Represents: (a) the amount of the April 19, 2000 grant of deferred compensation that
vested in the fiscal year, as described under "Executive Employment Contracts, Termination of Employment and
Change in Control Arrangements" below; (b) payments by the Company for insurance premiums; and (c) $122,714
and $133,419 repaid to Brian F. King in Fiscal 2002 and Fiscal 2001, respectively, as deferred compensation pursuant
to the conditional release program (described under "Certain Relationships and Related Transactions" below) because
he prepaid the total amount of the indebtedness before it was scheduled to be forgiven by the Company. (11)
Represents: (a) indebtedness forgiven (including principal and interest) by the Company in Fiscal 2000, in the amount
of $120,632 for Brian King and $82,935 for Keith L. Lampert, respectively, as part of the conditional release program
described under "Certain Relationships and Related Transactions" below; and (b) payments by the Company for
insurance premiums. -40- (12) Represents: (a) the amount of the April 19, 2000 grant of deferred compensation that
vested in the fiscal year, as described under "Executive Employment Contracts, Termination of Employment and
Change in Control Arrangements" below; (b) payments by the Company for insurance premiums; and (c) $83,321 and
$78,858 repaid to Keith L. Lampert in Fiscal 2002 and Fiscal 2001, respectively, as deferred compensation pursuant to
the conditional release program (described under "Certain Relationships and Related Transactions" below) because he
prepaid the total amount of the indebtedness before it was scheduled to be forgiven by the Company. (13) Represents
the amount of the April 19, 2000 grant of deferred compensation that vested in the fiscal year, as described under
"Executive Employment Contracts, Termination of Employment and Change in Control Arrangements" below, and
insurance premiums paid by the Company. (14) Represents insurance premiums paid by the Company. (15)
Represents: (a) the amount of deferred compensation that vested in Fiscal 2002, as described under "Executive
Employment Contracts, Termination of Employment and Change in Control Arrangements" below; (b) $10,000 in
debt forgiven pursuant to Mr. Angeli's Terms of Employment; and (c) payments by the Company for insurance
premiums. (16) Represents $10,000 in debt forgiven pursuant to Mr. Angeli's Terms of Employment. Stock Options
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The following table sets forth information concerning stock option grants made during Fiscal 2002 to the executive
officers named in the "Summary Compensation Table." All of these grants were made in connection with the
Company's exchange offer (described under "Executive Compensation - Stock Options" below), in exchange for stock
options that had been granted in Fiscal 2000. The options received in Fiscal 2000 were surrendered and cancelled in
exchange for the options granted in Fiscal 2002. Stock Option Grants in Fiscal 2002 Value at Potential Realizable
Grant Value at Assumed % of Total Date Annual Rates of Stock Number of Options Exercise Market Price
Appreciation Shares Granted to Price Price for Option Term Underlying Employees Per ----- ----------------- Options in
Share Expiration 0% 5% 10% Name Granted Fiscal 2002 ($) Date ($) ($) ($) ------------------- ------- ----------- --- ----
--- --- --- Ira B. Lampert 263,004(1) 17.8 $5.97 04/23/10 -- $987,449 $2,502,389 Brian F. King 127,260(1) 8.6 5.97
04/23/10 -- 477,798 1,210,833 Keith L. Lampert 76,356(1) 5.2 5.97 04/23/10 -- 286,679 726,500 Urs W. Stampfli
18,665(1) 1.3 5.97 04/23/10 -- 70,078 177,591 Gerald J. Angeli 67,500(2) 4.6 5.97 04/16/10 -- 253,429 642,238
---------------- (1) The stock option vested immediately as to 146,113 shares under Ira B. Lampert's option, 70,700
shares under Brian King's option, 42,420 shares under Keith Lampert's option, and 10,369 shares under Urs Stampfli's
option, with the balance vesting in two equal annual installments on January 1, 2002 and January 1, 2003. (2) This
option vested immediately as to 22,500 shares and as to 22,500 shares on April 17, 2002, with the balance to vest on
April 17, 2003. -41- The following table sets forth information concerning stock option exercises during Fiscal 2002
by each of the executive officers named in the "Summary Compensation Table" and the fiscal year-end value of
unexercised options held by such officers, based on the closing price of $5.101 for the Common Stock on June 28,
2002. Aggregated Stock Option Exercises in Fiscal 2002 and Fiscal Year-End Option Values Shares Acquired
Number of Shares Value of Unexercised on Value Underlying Unexercised In-the-Money Options Exercise Realized
Options at FY End (#) at FY End ($) Name (#) ($) Exercisable Unexercisable Exercisable Unexercisable ----
------------ ------------ ----------- ------------- ----------- ------------- Ira B. Lampert 25,000* $172,344* 1,466,558 58,446
$5,052,181 -- Brian F. King -- -- 485,646 28,280 1,526,342 -- Keith L. Lampert 5,000* 24,269* 344,388 16,968
1,139,354 -- Urs W. Stampfli -- -- 74,517 4,148 141,060 -- Gerald J. Angeli -- -- 45,000 22,500 -- -- ----------------- *
None of the shares acquired upon these exercises have been sold; the executives exercised these options and held the
shares so acquired. On August 28, 2001, the Company launched an offer to exchange outstanding stock options with
an exercise price of more than $7.00 per share for new options to purchase 75% of the shares subject to the
outstanding options at an exercise price of $5.97 per share (the closing price of the Common Stock as reported on the
Nasdaq National Market on the date the Board approved the exchange offer). The exchange offer expired on October
16, 2001. The Company accepted for exchange and cancelled a total of 1,375,876 shares of Common Stock and issued
new options to purchase a total of 1,031,908 shares of Common Stock in exchange for the cancelled options.
Executive Employment Contracts, Termination of Employment and Change in Control Arrangements Pursuant to the
employment agreement between the Company and Ira B. Lampert dated as of May 1, 1997, as amended (the "Lampert
Agreement"), Mr. Lampert serves in the capacities of Chairman, Chief Executive Officer and President of the
Company. The Lampert Agreement provides for an annual salary of $900,000 (voluntarily reduced effective as of July
1, 2001 to $800,000 per annum), has a term of four years and provides for the term of employment to be automatically
extended for one additional day for each day of the term of employment during which neither party notifies the other
that the term should not be extended. The Lampert Agreement prohibits Mr. Lampert from competing with the
Company for a one-year period following the termination of his employment with the Company. -42- Pursuant to the
Lampert Agreement, the Company adopted a supplemental executive retirement plan which was later amended and
restated as of April 19, 2000 (the "Lampert SERP") for the benefit of Mr. Lampert. A specified amount, currently
$500,000, is credited to the Lampert SERP account each year (the "Yearly Credit"). The Yearly Credits are 100%
vested and not subject to forfeiture. Each time the Company credits a Yearly Credit to the Lampert SERP account, the
Company simultaneously contributes an amount equal to such credit to a trust established for the purpose of
accumulating funds to satisfy the obligations incurred by the Company pursuant to the Lampert SERP. The Terms of
Employment between the Company and Brian F. King, dated as of January 1, 2000, provided for an annual salary of
$400,000, which increased to $450,000 effective January 1, 2001 (voluntarily reduced effective as of July 1, 2001 to
$400,000 per annum). The agreement expires on January 2, 2003, unless renewed by mutual agreement of the parties,
and may be terminated by the Company on thirty days' notice. Under this agreement, if the Company terminates Mr.
King's employment at any time without cause or if Mr. King terminates his employment after January 1, 2003, he is
entitled to severance payments equal to one year's base salary plus his automobile allowance, and the deferred
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compensation described below. The agreement also prohibits Mr. King from competing with the Company for one
year following the termination of his employment with the Company. The Terms of Employment between the
Company and Keith L. Lampert, dated as of January 1, 2000, provided for an annual salary of $255,000 effective as of
January 1, 2001 (voluntarily reduced effective as of July 1, 2001 to $225,000 per annum), which increased to
$260,000 effective as of his promotion on February 25, 2002. Pursuant to the agreement, Mr. Lampert also receives an
overseas allowance of $25,000 per year. The agreement further provides that Mr. Lampert will be provided with
housing at the Company's expense, and tax equalization in accordance with the Company's Executive Management
Tax Equalization Policy, for so long as Mr. Lampert is on overseas assignment. The agreement expires on January 2,
2003, unless renewed by mutual agreement of the parties, and may be terminated by the Company on thirty days'
notice. Under this agreement, if the Company terminates Mr. Lampert's employment at any time without cause or if
Mr. Lampert terminates his employment after January 1, 2003, he is entitled to severance payments equal to one year's
base salary plus his overseas allowance, automobile allowance and the deferred compensation described below. The
agreement also prohibits Mr. Lampert from competing with the Company for one year following the termination of
his employment with the Company. -43- The Terms of Employment between the Company and Urs W. Stampfli,
dated as of January 1, 2000, provided for an annual salary of $236,800 effective as of January 1, 2001 (voluntarily
reduced effective as of July 1, 2001 to $210,000 per annum), which increased to $235,000 effective as of his
promotion on February 25, 2002. The agreement expires on January 2, 2003, unless renewed by mutual agreement of
the parties, and may be terminated by the Company on thirty days' notice. Under this agreement, if the Company
terminates Mr. Stampfli's employment at any time without cause or if Mr. Stampfli terminates his employment after
January 1, 2003, he is entitled to severance payments equal to one year's base salary plus his automobile allowance
and the deferred compensation described below. The agreement also prohibits Mr. Stampfli from competing with the
Company for one year following the termination of his employment with the Company. The Terms of Employment
between the Company and Gerald J. Angeli, dated as of April 17 2000, as amended (the "Angeli Agreement"), provide
for an annual salary of $190,000. The agreement also provides for an overseas allowance of $25,000 per year if Mr.
Angeli spends at least six months in Hong Kong and the PRC, to be prorated for periods of less than six months
overseas. It expires on April 17, 2003, unless renewed by mutual agreement of the parties, and may be terminated by
either party on thirty days' notice. Under this agreement, if the Company terminates Mr. Angeli's employment without
cause, he is entitled to severance payments equal to one month's base salary for each three months of his employment
with the Company, up to a maximum of twelve months' base salary. The agreement also prohibits Mr. Angeli from
competing with the Company for one year following the termination of his employment with the Company. In
connection with a one-time grant of deferred compensation to the following executive officers, effective as of April
19, 2000, the Company adopted a Supplemental Executive Retirement Plan and Agreement for the benefit of each of
Brian F. King, Keith L. Lampert, Urs W. Stampfli and Harlan I. Press (the "Executive SERPs"). The Company
simultaneously contributed the following amounts to trusts established for the purpose of holding funds to satisfy the
Company's obligations under each of the Executive SERPs: (i) under the plan for Brian F. King, $750,000; (ii) under
the plan for Keith L. Lampert, $450,000, (iii) under the plan for Harlan I. Press, $165,000, and (iv) under the plan for
Urs W. Stampfli, $110,000. The amounts in the Executive SERP accounts vest, so long as the executive continues to
be employed by the Company, in three equal annual installments beginning January 1, 2001 or immediately upon: (i)
a change of control of the Company; or (ii) a termination of the executive's employment by the Company without
cause. The Company simultaneously approved a one-time grant of deferred compensation to Ira B. Lampert in the
amount of $1,549,999 with the same vesting schedule as under the Executive SERPs. The Lampert SERP includes
appropriate terms to govern the one-time grant of deferred compensation to Mr. Lampert. In connection with a
one-time grant of deferred compensation to Gerald J. Angeli as of July 31, 2001, the Company adopted a
Supplemental Executive Retirement Plan and Agreement (the "Angeli SERP") for the benefit of Mr. Angeli and
contributed $115,000 to a trust established for the purpose of holding funds to satisfy its obligations under the Angeli
SERP. The amounts in the Angeli SERP account vest, so long as Mr. Angeli continues to be employed by the
Company, in five annual installments increasing from $11,500 on June 11, 2002 and 2003, to $23,000 on June 11,
2004 and $34,500 on June 11, 2005 and 2006. Directors Compensation During Fiscal 2002, each non-employee
member of the Board of Directors was paid the following: (i) an annual fee of $12,000 for serving on the Board; (ii) a
$2,500 annual fee for each Board committee on which he served ($3,500 for serving as Chairman); and (iii) $1,000 for
each Board or committee meeting attended. The annual fee payable to each non-employee Board member for serving
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on the Board was reduced from $15,000 to $12,000 effective as of the beginning of Fiscal 2002. -44- In addition,
pursuant to the Company's 1993 Incentive Plan, each non-employee director automatically receives the following
options to purchase shares of the Common Stock. Upon appointment to the Board, each non-employee director
receives: (i) an option to purchase up to 40,000 shares, vesting as to 8,000 shares on the following January 1 and on
each January 1 thereafter (provided that, if a director fails to attend at least 75% of the Board meetings in any calendar
year, then the options that would have vested on the next January 1 are forfeited); and (ii) an immediately exercisable
option to purchase 13,000 shares. On each anniversary of his appointment, each non-employee director receives
another immediately exercisable option to purchase 13,000 shares. All of the foregoing options have an exercise price
equal to the closing price of the Common Stock on the date of grant and expire on the earlier of: (i) five years from the
grant date; or (ii) one year after the recipient ceases to be a member of the Board. The Company's directors
participated in the exchange offer described above under the caption "Stock Options" and exchanged their outstanding
options having an exercise price of more than $7.00 per share for new options to purchase 75% of the shares subject to
the old options, at an exercise price at $5.97 per share. Effective July 19, 2001, the Company amended the
outstanding, fully vested options held by three former directors to permit such options to be exercised until their stated
expiration date, in light of the valuable years of advice and service that had been provided during the eight-to-ten
years of their tenure as members of the Board of Directors. These former directors also participated in the exchange
offer described above under the caption "Stock Options." -45- Item 12. Security Ownership of Certain Beneficial
Owners and Management and Related Stockholder Matters The following table sets forth certain information as of
July 31, 2002 about the beneficial ownership of our Common Stock by: (i) each person or group who we know
beneficially owns more than 5% of our Common Stock; (ii) each director; (iii) each executive officer named in the
"Summary Compensation Table"; and (iv) all directors and executive officers as a group: Name of Beneficial Owner
Amount and Nature of Percent ------------------------ Beneficial Ownership(1) of Class(1) ----------------------- -----------
(i) Beneficial Owners of More than 5% of the Common Stock "MEP Group" of Company Officers or Employees as
described in (2) below 3,103,718(2) 10.4% Awad Asset Management, Inc. 3,519,001 12.7% 250 Park Avenue New
York, New York 10177 Royce & Associates, Inc. 1,902,100 6.9% 1414 Avenue of the Americas New York, New
York 10019 Prudential Financial, Inc. 1,606,100(3) 5.8% 751 Broad Street Newark, New Jersey 07102 (ii) Directors
Ira B. Lampert 2,007,258(2)(4) 6.9% Ronald S. Cooper 57,500(5) * Morris H. Gindi 69,500(6) * J. David Hakman
409,000(7) 1.5% William J. Lloyd 47,750(8) * William J. O'Neill, Jr. 21,000(9) * (iii) Named Executive Officers
Brian F. King............................................. 485,646(2)(10) 1.7% Keith L. Lampert..........................................
409,388(2)(11) 1.5% Gerald J. Angeli.......................................... 46,200(12) * Urs W.
Stampfli........................................... 84,517(13) * (iv) All executive officers and directors as a group (12 persons)
3,839,185 12.7% -------------------- * Indicates less than one percent (1%). -46- (1) For purposes of this table,
beneficial ownership was determined in accordance with Rule 13d-3 under the Securities Exchange Act of 1934, as
amended (the "Exchange Act") based upon information furnished by the persons listed or contained in filings made by
them with the Securities and Exchange Commission; the inclusion of shares as beneficially owned should not be
construed as an admission that such shares are beneficially owned for purposes of Section 16 of the Exchange Act. As
of July 31, 2002, the Company had 27,680,499 shares of Common Stock issued and outstanding. All shares were
owned directly with sole voting and investment power unless otherwise indicated. (2) As of July 31, 2002, a group
comprised of five officers or employees of the Company (Messrs. Ira B. Lampert, Brian F. King, Keith L. Lampert,
Harlan I. Press and Arthur Zawodny) (collectively, the "MEP Group") beneficially owned, in the aggregate, 883,766
shares and options to purchase 2,219,952 shares of Common Stock, or 10.4% of 29,900,451 (the number of shares
outstanding on that date plus the number of shares that would have been outstanding if all options held by the
members of the MEP Group which were exercisable within 60 days of July 31, 2002 were exercised). Of that total,
493,066 shares and options to purchase 604,000 shares of Common Stock were purchased under the Management
Equity Provisions ("MEP") of the Company's 1993 Incentive Plan and are subject to the terms of an Amended and
Restated Voting Agreement, dated February 28, 1997, as amended (the "Voting Agreement") pursuant to which MEP
shares are voted in accordance with the will of the holders of a majority of the shares governed by the Voting
Agreement. The balance of 390,700 shares and options to purchase 1,615,952 shares of Common Stock were
purchased or held outside the MEP. See "Certain Relationships and Related Transactions" below. The MEP Group's
address is c/o Concord Camera Corp., 4000 Hollywood Boulevard, Presidential Circle - 6th Floor, North Tower,
Hollywood, Florida 33021. (3) Based on information contained in a Schedule 13G dated February 13, 2002, filed by
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Prudential Financial, Inc. (4) Represents 1,466,558 shares that may be acquired pursuant to stock options exercisable
within 60 days of July 31, 2002, 515,700 shares owned, as to all of which Mr. Lampert has sole dispositive power, and
25,000 shares held by a ss.501(c)(3) charitable trust of which Mr. Lampert is a trustee with voting and dispositive
power. Since Mr. Lampert is part of the MEP Group, the shares beneficially owned by him are included in footnote
(2) above; the MEP Group is deemed to have acquired the shares beneficially owned by any member of the MEP
Group described in footnote (2) above. (5) Includes 44,500 shares that may be acquired pursuant to stock options
exercisable within 60 days of July 31, 2002. (6) Includes 54,500 shares that may be acquired pursuant to stock options
exercisable within 60 days of July 31, 2002, and 15,000 shares held by the Notra Trading Inc. Profit Sharing Plan &
Trust, a retirement plan of which Mr. Gindi is a co-trustee and participant. (7) Represents: (i) 54,500 shares that may
be acquired pursuant to stock options, and 77,000 shares that may be acquired pursuant to a warrant, both of which are
exercisable within 60 days of July 31, 2002; and (ii) 84,500 shares held by the Hakman Family Trust, of which Mr.
Hakman is a trustee and beneficiary, 30,000 shares held by the Hakman Capital Corporation Profit Sharing Plan and
Trust, and 163,000 shares held by a corporation controlled by Mr. Hakman. (8) Represents 47,750 shares that may be
acquired pursuant to stock options exercisable within 60 days of July 31, 2002. (9) Represents 21,000 shares that may
be acquired pursuant to stock options exercisable within 60 days of July 31, 2002. (10) Represents 293,980 shares that
may be acquired pursuant to stock options exercisable within 60 days of July 31, 2002 and 191,666 shares owned, as
to all of which Mr. King has sole dispositive power. Since Mr. King is part of the MEP Group, the shares beneficially
owned by him are included in footnote (2) above; the MEP Group is deemed to have acquired the shares beneficially
owned by any member of the MEP Group described in footnote (2) above. -47- (11) Represents 344,388 shares that
may be acquired pursuant to stock options exercisable within 60 days of July 31, 2002 and 65,000 shares owned, as to
all of which Keith Lampert has sole dispositive power. Since Mr. Lampert is part of the MEP Group, the shares
beneficially owned by him are included in footnote (2) above; the MEP Group is deemed to have acquired the shares
beneficially owned by any member of the MEP Group described in footnote (2) above. (12) Includes 45,000 shares
that may be acquired pursuant to stock options exercisable within 60 days of July 31, 2002. (13) Includes 74,517
shares that may be acquired pursuant to stock options exercisable within 60 days of July 31, 2002. Fiscal Year-End
Equity Compensation Plan Information The following table sets forth aggregated information concerning our equity
compensation plans outstanding at June 29, 2002. No. of Securities Remaining Available No. of Securities to be
Weighted-Average for Future Issuance Issued upon Exercise of Exercise Price of under Equity Compensation
Options, Warrants and Options, Warrants and Plans (excluding shares Rights Outstanding Rights Outstanding
reflected in Plan Category at FY End (#) at FY End ($) the 1st column) ------------- ------------- ------------- ---------------
Equity Compensation Plans Approved by Shareholders 3,211,342 $3.18 404,970 Equity Compensation Plans Not
Approved by Shareholders 1,156,166 $3.45 494,000 --------- --------- Total 4,367,508 $3.25 898,907 =========
========= At June 29, 2002, we had a total of forty (40) compensation plans under which Common Stock was
authorized for issuance that were adopted without shareholder approval: (i) the 2002 Incentive Plan for Non-Officer
Employees, New Recruits and Consultants (the "2002 Incentive Plan"); (ii) thirty-seven (37) individual stock option
plans that were issued to employees (four of whom are executive officers) as an inducement to their employment with
the Company and one that was issued to a consultant as a retention inducement; and (iii) a warrant that was issued in
1997 as compensation for certain consulting services. None of the options issued under any of these plans qualifies as
an incentive stock option for federal tax purposes. At June 29, 2002, 500,000 shares of Common Stock were reserved
for issuance pursuant to outstanding options granted under and options available for grant under the 2002 Incentive
Plan. New recruits (including officers), non-officer employees and consultants in our service are eligible to participate
in the 2002 Incentive Plan. This plan generally provides for the granting of stock, stock options, stock appreciation
rights, restricted shares or any combination of the foregoing to eligible participants. Shares subject to any outstanding
options under this plan which expire or otherwise terminate prior to exercise will be available for subsequent issuance
under the 2002 Incentive Plan. Except as otherwise required by law or the 2002 Incentive Plan, the Compensation and
Stock Option Committee or our Board of Directors determine which eligible individuals are to receive option grants,
the number of shares subject to each such grant, the vesting schedule for the option grant, the maximum term for
which any granted option is to remain outstanding, and the exercise price. The exercise price may not be less than the
fair market value of the option shares on the grant date. -48- At June 29, 2002, 1,003,166 shares of Common Stock in
the aggregate were reserved for issuance under individual stock option plans that were issued to employees (four of
whom are executive officers) as an inducement to their becoming employed by the Company, and to a consultant as

Edgar Filing: CHARLES RIVER LABORATORIES INTERNATIONAL INC - Form 4

12



an inducement for his continued services, or were subsequently received by the employee or consultant, in exchange
for their inducement option, in connection with a stock option repricing program. These plans were adopted for
retention of new employees and consultants and have substantially the same terms and conditions as options issued
under the 2002 Incentive Plan. These stock options generally vest in three annual installments beginning on the first
anniversary of the employee's start date or the grant date, have an exercise price equal to the closing price of the
Common Stock on the date of grant, and expire ten years after the grant date. For those stock options that were
received in exchange for the person's inducement option, the vesting schedule and expiration date of the inducement
option were carried forward into the person's repriced stock option. The individual stock option plan issued to our
Chairman, Chief Executive Officer and President, Ira B. Lampert, has substantially the same terms and conditions as
the other individual plans, however, it provides that the option will remain exercisable until its stated expiration date
in the event of Mr. Lampert's termination without cause, the non-renewal of his employment contract, his death or
disability, or a change of control. The consultant's stock option began vesting on the date of grant, continues vesting in
annual installments and will become vested in full on April 24, 2004, provided he continues to make his services
available to the Company. The consultant is required to pay liquidated damages to the Company if the stock option
stops vesting because he stopped making his services available to the Company (other than by reason of his death or
disability). In the event of the death or disability of the consultant, or a change of control, while the consultant is still
making his services available to the Company, the option will become exercisable in full and remain exercisable until
the stated expiration date. The warrant that was issued on September 25, 1997 to a corporation controlled by David
Hakman was adopted without shareholder approval. The warrant is described below under "Certain Relationships and
Related Transactions - Consulting Arrangements with Directors." Since this plan was not registered, shares issued
pursuant to the warrant are subject to restrictions on their transferability. -49- Item 13. Certain Relationships and
Related Transactions. Consulting Arrangements with Directors A corporation controlled by J. David Hakman has
provided consulting services to us since 1997 pursuant to an engagement agreement entered into on September 25,
1997, as later amended and supplemented (the "Hakman Agreement"). Pursuant to the Hakman Agreement, the
Company granted a warrant to purchase up to 260,000 shares of Common Stock at an exercise price of $2.25 per share
to the corporation controlled by Mr. Hakman. In October 2000, the corporation exercised the warrant as to all 113,000
shares that had vested up until that time. As of July 31, 2002, 147,000 shares remained subject to the warrant and
77,000 of those shares were vested and exercisable. The Hakman Agreement expired on August 31, 2002 and the
warrant will expire, to the extent not theretofore exercised, on September 25, 2002. Since the Hakman Agreement has
expired, none of the remaining 70,000 shares subject to the warrant will vest before the warrant expires. Since May 1,
2002, William J. Lloyd has been providing us with consulting services related to the technological aspects of the
design, development and manufacture of cameras and other products. As compensation for these consulting services,
the Company pays him a retainer of $5,000 per month. Transactions under the Management Equity Provisions of the
1993 Incentive Plan On August 23, 1995, the Compensation Committee of the Board approved stock purchase awards
under the Management Equity Provisions of the Company's 1993 Incentive Plan pursuant to which 1,000,000 shares
of Common Stock were made available for purchase by senior management of the Company at a price per share equal
to $2.6875 per share (the closing price of the Common Stock on August 23, 1995, as adjusted for the two-for-one
stock split effective on April 14, 2000) pursuant to binding commitments to be made by such persons by August 31,
1995. The Company received commitments for the purchase of 888,000 shares (the "Purchased Shares"). Each
purchaser was also granted the right to receive a contingent restricted stock award covering a number of shares equal
to the number of shares he had purchased based upon attainment of increases in shareholder value in accordance with
the Incentive Plan. If issued, such contingent restricted shares were to vest over a three-year period and were subject
to forfeiture prior to vesting under certain conditions. In November 1995, members of the Company's senior
management entered into purchase agreements (the "Purchase Agreements") for the Purchased Shares. Pursuant to the
Purchase Agreements, each purchaser executed a full recourse note for the purchase price of such shares (each a
"Note"; collectively, the "Notes") and pledged the Purchased Shares as security for the payment of the Note. The
Notes bear interest at an annual rate of 6%. Concurrently with the execution of their respective Purchase Agreements
and Notes, each purchaser entered into a Voting Agreement pursuant to which each purchaser agreed to vote all of his
Purchased Shares and contingent restricted stock in accordance with the determination of the holders of a majority of
all of the Purchased Shares and contingent restricted stock held by the purchasers. To effect the foregoing, each of the
purchasers delivered an irrevocable proxy to Ira B. Lampert. -50- Pursuant to Amendments to each of the Purchase
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Agreements dated February 28, 1997 (the "Amendments"), the Company was relieved of its obligation to issue any
contingent restricted stock. Instead, each participating member of the Company's senior management received, as of
December 22, 1996, options to purchase that number of shares of Common Stock (the "Option Shares") equal to the
number of Purchased Shares purchased by such person, at an exercise price of $0.9063 per share. The options vested
as to 20% of the Option Shares covered thereby as of December 22, 1996, and the balance of the shares covered
thereby began vesting December 31, 1996 in equal monthly installments over a four-year period during the term of
employment or consultancy. The unvested portion became vested on August 19, 1998 when the average closing price
of the Common Stock was at least $5.00 (pre-split adjustment) for 90 consecutive trading days. Concurrently with the
Amendments, the Voting Agreement and the irrevocable proxies were amended and restated to include the Option
Shares and delete any mention of the contingent restricted stock. In April 1999, the Board approved a conditional
release program whereby the Company agreed to forgive a portion of the indebtedness represented by each Note and
concurrently release a proportionate number of Purchased Shares held by the Company as security for payment of the
Notes. The debt forgiveness and share release program (the "Release Program") began on May 1, 1999 and will
continue on January 1 each year through January 1, 2003. The total principal sum subject to forgiveness under the
Release Program is $2,386,500, together with interest owed under the Notes. The debt forgiveness is conditioned upon
the person's continued employment with the Company. If a person ceases to be an employee or consultant of the
Company prior to full forgiveness of the debt, the principal balance of the Note will immediately become due and
payable, including any amounts scheduled to be forgiven at a future date. As contemplated by the Management Equity
Provisions, subsequent to 1995 certain Purchased Shares and the related options were transferred to other eligible
members of the Company's senior management upon their execution of the required agreements and Notes. Notes
previously delivered to secure payment for such shares were canceled upon delivery of new Notes by current
members. The Purchased Shares and options awarded pursuant to the Management Equity Provisions are presently
held by Ira B. Lampert, Brian F. King, Keith L. Lampert, Harlan I. Press and Arthur Zawodny. In January 2000, the
Board further provided that a participant in the Management Equity Provisions would have the right to prepay all or
any portion of the indebtedness represented by a Note issued in connection with the purchase of shares, and that the
amount so prepaid would be repaid to the participant as deferred compensation at such time as the amount would
otherwise have been forgiven in accordance with the Release Program. The following are the scheduled release dates,
and the total amounts that are (or were, as the case may be) to be forgiven* on such dates, under the Release Program.
-51- Total Principal Indebtedness Total Purchased Forgiven or Shares Released or Releasee Release Dates to be
Forgiven to be Released -------- ------------- ---------------- ----------------- Brian F. King................ May 1, 1999, and
January 1st of $ 430,000* 160,000 2000, 2001, 2002 and 2003 Ira B. Lampert............... May 1, 1999, and January 1st
of $1,612,500* 600,000 2000, 2001, 2002 and 2003 Keith L. Lampert............. May 1, 1999, and January 1st of $
295,625* 110,000 2000, 2001, 2002 and 2003 Harlan I. Press.............. January 6, 2000, and January 1st of $ 10,750
4,000 2001, 2002 and 2003 Arthur Zawodny............... May 1, 1999, and January 1st of $ 37,625* 14,000 2000, 2001,
2002 and 2003 ----------- * After the January 1, 2000 release date, the balance of these amounts were repaid in full. Ira
B. Lampert, Brian King, Keith Lampert and Arthur Zawodny have each prepaid in full the balance of the debts
represented by their Notes and, assuming their continued employment with the Company, will be entitled to receive
deferred compensation in lieu of the amounts scheduled to be forgiven under the Release Program. Employment of
Christopher Lampert Another son of Ira B. Lampert, Christopher Lampert, works for the Company in Hong Kong as a
project analyst. In Fiscal 2002, we paid a total of $64,428 for his salary and his housing in Hong Kong. Housing is
customarily provided to our employees stationed by the Company in Hong Kong on foreign assignment. PART IV
Item 14. Controls and Procedures. There were no significant changes to our internal controls, or in other factors that
could significantly affect these controls, since the date of evaluation in connection with our most recent annual audit.
Item 15. Exhibits, Financial Statement Schedules, and Reports on Form 8-K. (a) (1) and (2) Financial Statements and
Financial Statement Schedule The following consolidated financial statements of the Company and the notes thereto,
the related reports thereon of the certified public accountants and financial statement schedule are filed under Item 8
of this report: (a)(1) Financial Statements Page Report of Independent Certified Public
Accountants...................................... F-1 Consolidated Balance Sheets at June 29, 2002 and June 30,
2001.......................... F-2 Consolidated Statements of Operations for the years ended June 29, 2002, June 30, 2001 and
July 1, 2000....................................... F-3 Consolidated Statements of Stockholders' Equity for the years ended June
29, 2002, June 30, 2001 and July 1, 2000................................. F-4 Consolidated Statements of Cash Flows for the
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years ended June 29, 2002, June 30, 2001 and July 1, 2000................................. F-5 Notes to Consolidated Financial
Statements.............................................. F-6 (a)(2) Financial Statement Schedule Schedule II--Valuation and
Qualifying Accounts and Reserves............................. F-36 -52- All other financial statement schedules for which
provision is made in the applicable accounting regulations of the SEC are not required under the instructions to Item 8
or are inapplicable and therefore have been omitted. (a)(3) Exhibits No. Description Method of Filing ---- -------------
---------------- 3.1 Certificate of Incorporation, as amended Incorporated by reference to the Company's through May 9,
2000 annual report on Form 10-K for the year ended July 1, 2000. 3.2 Restated By-Laws, as amended through
Incorporated by reference to the Company's December 21, 2000 quarterly report on Form 10-Q for the quarter ended
December 30, 2000. 4.1 Form of Common Stock Certificate Incorporated by reference to the Company's registration
statement on Form 8-A filed September 20, 2000. 4.2 Purchase Agreement, dated July 30, 1998, Incorporated by
reference to the Company's between Dreyfus High Yield Strategies Fund annual report on Form 10-K for the year
ended and the Company June 30, 1998. 4.3 Indenture, dated July 30, 1998, between Incorporated by reference to the
Company's Bankers Trust Company and the Company annual report on Form 10-K for the year ended June 30, 1998.
4.4 Registration Rights Agreement, dated July 3, Incorporated by reference to the Company's 1998, between Dreyfus
High Yield Strategies annual report on Form 10-K for the year ended Fund and the Company June 30, 1998. -53- 9.1
Amended and Restated Voting Agreement, dated Incorporated by reference to the Company's February 28, 1997,
among the parties annual report on Form 10-K for the year ended signatory thereto, including among others, July 1,
2000. Ira B. Lampert, Brian King and Arthur Zawodny, as amended on various dates in 1998 to add certain additional
shares of the Company's Common Stock owned by Ira B. Lampert, Brian King and Keith Lampert and as further
amended on January 6, 2000 to add certain shares owned by Harlan Press 10.1 Settlement Agreement between the
Company and Incorporated by reference to the Company's the Commission effective September 1, 1994 annual report
on Form 10-K for the year ended June 30, 1994. 10.2 Second renewal agreement of Master Incorporated by reference
to the Company's Processing Contract No. (86)507, dated March quarterly report on Form 10-Q for the quarter 15,
1996, and approval notice issued by the ended September 30, 2000. Longgang Economic Development Bureau
(English translations) 10.3 Contract for Grant of State-Owned Land Use Incorporated by reference to the Company's
Right, dated November 8, 1994, with the quarterly report on Form 10-Q for the quarter Shenzhen Land Bureau
(English translation) ended September 30, 2000. 10.4 Supplemental Agreement to the Contract for Incorporated by
reference to the Company's the Utilization of Land in Factory annual report on Form 10-K for the year ended
Construction between Concord HK and Henggang June 30, 1994. Investment Holdings Limited dated June 20, 1994
and translation 10.5 Hong Kong Credit Facility and Factoring Incorporated by reference to the Company's Agreement,
dated September 8, 1999, between quarterly report on Form 10-Q for the The Hongkong and Shanghai Banking
quarter ended January 1, 2000. Corporation Limited ("HSBC") and Concord HK 10.6 Letter agreement between
HSBC and Concord HK Incorporated by reference to the Company's dated June 4, 2001, relating to and amending
annual report on Form 10-K for the year the Hong Kong Credit Facility ended June 30, 2001. -54- 10.7 Letter
agreement between HSBC and Concord HK Incorporated by reference to the Company's dated November 8, 2001,
relating to and quarterly report on Form 10-Q for the amending the Hong Kong Credit Facility and quarter ended
March 30, 2002. Factoring Agreement 10.8 Letter agreements between HSBC and Concord Filed herewith. HK dated
June 1, 2002 and June 4, 2002, relating to and amending the Hong Kong Credit Facility and Factoring Agreement 10.9
Business License of Concord Camera Filed herewith. (Shenzhen) Company Limited, issued by the Shenzhen
Administration of Industry and Commerce on April 25, 2002 (English translation) 10.10 Incentive Plan (1993), as
amended through Incorporated by reference to the Company's April 24, 2000 annual report on Form 10-K for the year
ended July 1, 2000. 10.11 Amendments to the Incentive Plan (1993) Incorporated by reference to the dated as of April
19, 2001 and August 2, Company's Schedule TO/A-1 filed August 28, 2001 2001 10.12 2002 Incentive Plan for
Non-Officer Filed herewith. Employees, New Recruits and Consultants, and Amendment No. 1 to same dated
September 4, 2002 10.13 Stock Option (Plan and) Agreement, dated as Filed herewith. of October 17, 2001, between
Gerald J. Angeli and the Company 10.14 Stock Option (Plan and) Agreement, dated as Filed herewith. of May 15,
1998, between Urs W. Stampfli and the Company 10.15 Stock Option (Plan and) Agreement, dated as Filed herewith.
of December 22, 1996, between Brian F. King and the Company 10.16 Stock Option (Plan and) Agreement, dated as
Filed herewith. of December 22, 1996, between Ira B. Lampert and the Company -55- 10.17 Amended and Restated
1995 Annual Incentive Filed herewith. Compensation Plan, restated to January 17, 2002 10.18 2002 Long Term Cash
Incentive Plan, and Filed herewith. 2002-2003 Performance Criteria 10.19 Amended and Restated Employment

Edgar Filing: CHARLES RIVER LABORATORIES INTERNATIONAL INC - Form 4

15



Agreement, Incorporated by reference to the Company's dated as of May 1, 1997, between the Company annual report
on Form 10-K for the year ended and Ira B. Lampert June 30, 1997. 10.20 Amendment No. 1 dated as of August 25,
1998, Incorporated by reference to the Company's Amendment No. 3 dated as of April 19, 2000, annual report on
Form 10-K for the year ended and Amendment No. 4 dated as of January 1, June 30, 2001. 2001, to Amended and
Restated Employment Agreement dated as of May 1, 1997, between Ira B. Lampert and the Company 10.21
Amendment No. 2, dated as of January 1, Incorporated by reference to the Company's 1999, to Amended and Restated
Employment quarterly report on Form 10-Q for the quarter Agreement dated as of May 1, 1997, between ended
January 2, 1999. Ira B. Lampert and the Company 10.22 Amended and Restated Deferral Agreement, Filed herewith.
dated as of January 1, 2002, between Concord Camera Corp. and Ira B. Lampert 10.23 Deferral Agreement, dated as
of June 2, Filed herewith. 2000, between Concord Camera Corp. and Keith L. Lampert, and amendment to same dated
as of June 1, 2002 10.24 Amended and Restated Supplemental Executive Incorporated by reference to the Company's
Retirement Plan and Agreement dated as of annual report on Form 10-K for the year ended April 19, 2000, between
Ira B. Lampert and June 30, 2001. the Company, and Amendment No. 1 to same dated as of January 1, 2001 -56-
10.25 Amendment No. 2, dated as of January 1, Filed herewith. 2002, to Amended and Restated Supplemental
Executive Retirement Plan and Agreement dated as of April 19, 2000, between Ira B. Lampert and the Company
10.26 Terms of Employment between Brian F. King Incorporated by reference to the Company's and the Company,
effective as of January 1, annual report on Form 10-K for the year ended 2000 June 30, 2001. 10.27 Terms of
Employment between Harlan I. Press Incorporated by reference to the Company's and the Company, effective as of
January 1, annual report on Form 10-K for the year ended 2000 June 30, 2001. 10.28 Terms of Employment between
Urs W. Stampfli Incorporated by reference to the Company's and the Company, effective as of January 1, annual
report on Form 10-K for the year ended 2000 June 30, 2001. 10.29 Terms of Employment between Keith L. Lampert
Incorporated by reference to the Company's and the Company, effective as of January 1, annual report on Form 10-K
for the year ended 2000 June 30, 2001. 10.30 Terms of Employment between Gerald J. Angeli Filed herewith. and the
Company, effective as of April 17, 2000, with amendments dated as of June 11, 2001 and August 12, 2002,
respectively 10.31 Form of Supplemental Executive Retirement Incorporated by reference to the Company's Plan and
Agreement, dated as of April 19, annual report on Form 10-K for the year 2000, between the Company and each of
ended July 1, 2000. certain executive officers 10.32 Form of Amendment to the Supplemental Incorporated by
reference to the Company's Executive Retirement Plan and Agreement, annual report on Form 10-K for the year
ended dated as of April 19, 2000, between the June 30, 2001. Company and each of certain executive officers -57-
10.33 Form of Amendment No. 2, dated as of June 1, Filed herewith. 2002, to the Supplemental Executive Retirement
Plan and Agreement between the Company and each of Brian King, Keith Lampert, Urs Stampfli and Harlan Press
10.34 Supplemental Executive Retirement Plan and Filed herewith. Agreement, dated as of July 31, 2001, between the
Company and Gerald J. Angeli 10.35 Concord Camera Corp. Executive Management Filed herewith. Tax
Equalization Policy 10.36 Lease Agreement, undated between Prologis Incorporated by reference to the Company's
Trust, a Maryland real estate investment quarterly report on Form 10-Q for the trust, and the Company quarter ended
January 2, 1999. 10.37 Lease Agreement, dated as of August 12, Incorporated by reference to the Company's 1998,
between CarrAmerica Realty Corp. and quarterly report on Form 10-Q for the quarter the Company ended January 2,
1999. 10.38 First Amendment, dated October 12, 1999, to Incorporated by reference to the Company's Lease dated as
of August 12, 1998, between quarterly report on Form 10-Q for the CarrAmerica Realty Corp. and the Company
quarter ended October 2, 1999. 10.39 Second Amendment, dated January 3, 2000, to Incorporated by reference to the
Company's Lease dated as of August 12, 1998, between annual report on Form 10-K for the year CarrAmerica Realty
Corp. and the Company ended July 1, 2000. 21 Subsidiaries of the Company Filed herewith. 23 Consent of
Independent Certified Public Filed herewith. Accountants 99.1 Certification of Chief Executive Officer Filed
herewith. pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 99.2 Certification of Chief Financial Officer
Filed herewith. pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 The Financial Statement Schedules
required to be filed pursuant to this Item 15(d) are listed above. -58- (b) Reports on Form 8-K. On May 24, 2002, the
Company filed a report under Item 5 - Other Events on Form 8-K reporting that it had obtained certain Polaroid
trademark licenses, subject to approval by the bankruptcy court supervising the Polaroid reorganization proceedings.
The bankruptcy court's approval was subsequently issued and, in August 2002, the foregoing trademark licenses were
executed and delivered to the Company. For more details, see "The Business - Licensing Activities." -59-
SIGNATURES Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
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registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.
CONCORD CAMERA CORP. Date: September 26, 2002 By: /s/ Ira B. Lampert -------------------------------------- Ira
B. Lampert, Chairman, Chief Executive Officer and President Pursuant to the requirements of the Securities Exchange
Act of 1934, this report has been signed below by the following persons on behalf of the registrant and in the
capacities and on the dates indicated. Name Capacity Date ---- -------- ---- /s/ Ira B. Lampert Chairman of the Board,
Chief Executive September 26, 2002 ------------------------------ Officer and President Ira B. Lampert (Principal
Executive Officer) /s/ Richard M. Finkbeiner Senior Vice President and September 26, 2002 --------------------------
Chief Financial Officer Richard M. Finkbeiner (Principal Financial Officer) /s/ Harlan I. Press Vice President and
Treasurer September 26, 2002 ------------------------------ (Principal Accounting Officer) Harlan I. Press /s/ Ronald S.
Cooper Director September 26, 2002 ------------------------------ Ronald S. Cooper /s/ Morris H. Gindi Director
September 26, 2002 ------------------------------ Morris H. Gindi /s/ J. David Hakman Director September 26, 2002
------------------------------ J. David Hakman /s/ William J. Lloyd Director September 26, 2002
------------------------------ William J. Lloyd /s/ William J. O'Neill, Jr. Director September 26, 2002
---------------------------- William J. O'Neill, Jr. -60- CERTIFICATION ------------- I, Ira B. Lampert, certify that: 1. I
have reviewed this annual report on Form 10-K of Concord Camera Corp. (the "Company"); 2. Based on my
knowledge, this annual report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this annual report; and 3. Based on my knowledge, the financial
statements, and other financial information included in this annual report, fairly present in all material respects the
financial condition, results of operations and cash flows of the Company as of, and for, the periods presented in this
annual report. Dated: September 26, 2002 /s/ Ira B. Lampert ---------------------------------------------- Ira B. Lampert,
Chief Executive Officer CERTIFICATION ------------- I, Richard M. Finkbeiner, certify that: 1. I have reviewed this
annual report on Form 10-K of Concord Camera Corp. (the "Company"); 2. Based on my knowledge, this annual
report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to
the period covered by this annual report; and 3. Based on my knowledge, the financial statements, and other financial
information included in this annual report, fairly present in all material respects the financial condition, results of
operations and cash flows of the Company as of, and for, the periods presented in this annual report. Dated:
September 26, 2002 /s/ Richard M. Finkbeiner ---------------------------------------------- Richard M. Finkbeiner, Chief
Financial Officer REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS Board of Directors and
Stockholders Concord Camera Corp. We have audited the accompanying consolidated balance sheets of Concord
Camera Corp. and subsidiaries as of June 29, 2002 and June 30, 2001, and the related consolidated statements of
operations, stockholders' equity, and cash flows for each of the three years in the period ended June 29, 2002. Our
audits also included the financial statement schedule listed in the Index at Item 15(a). These financial statements and
schedule are the responsibility of the Company's management. Our responsibility is to express an opinion on these
financial statements and schedule based on our audits. We conducted our audits in accordance with auditing standards
generally accepted in the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion. In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Concord Camera Corp. and subsidiaries as of June 29, 2002 and June 30, 2001,
and the consolidated results of operations and cash flows for each of the three years in the period ended June 29, 2002,
in conformity with accounting principles generally accepted in the United States. Also in our opinion, the related
financial statement schedule, when considered in relation to the basic consolidated financial statements taken as a
whole, presents fairly in all material respects the information set forth therein. As discussed in Note 6 to the
consolidated financial statements, the Company adopted Statement of Financial Accounting Standards No. 142 in
2002. Ernst & Young LLP Atlanta, Georgia July 31, 2002, except for Note 24 as to which the date is August 31, 2002
F-1 Concord Camera Corp. and Subsidiaries Consolidated Balance Sheets June 29, 2002 June 30, 2001 -------------
------------- Assets Current Assets: Cash and cash equivalents $ 103,867,598 $ 57,474,828 Short-term investments --
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49,869,567 Accounts receivable, net 22,984,322 25,253,614 Inventories 22,484,721 30,766,198 Prepaid expenses and
other current assets 4,194,654 4,128,858 ------------- ------------ Total current assets 153,531,295 167,493,065 Property,
plant and equipment, net 20,985,446 24,396,407 Goodwill, net 3,720,528 3,720,528 Other assets 19,839,191
18,055,713 ------------- ------------- Total assets $ 198,076,460 $ 213,665,713 ============= =============
Liabilities and Stockholders' Equity Current Liabilities: Accounts payable $ 12,502,087 $ 17,991,337 Accrued
expenses 12,013,093 15,447,170 Current portion of obligations under capital leases -- 503,547 Other current liabilities
633,600 2,547,719 ------------- ------------- Total current liabilities 25,148,780 36,489,773 Senior notes 14,933,931
14,912,501 Other liabilities 8,837,501 7,926,290 -------------- ------------- Total liabilities 48,920,212 59,328,564
Commitments and contingencies Stockholders' Equity: Blank check preferred stock, no par value, 1,000,000 shares
authorized, none issued -- -- Common stock, no par value, 100,000,000 shares authorized; 29,029,359 and 28,911,734
shares issued as of June 29, 2002 and June 30, 2001, respectively 140,547,679 140,255,065 Paid-in capital 4,412,410
4,321,856 Deferred stock based compensation (332,445) -- Retained earnings 8,667,119 13,914,908 Notes receivable
arising from common stock purchase agreements (1,377) (17,542) -------------- ------------- 153,293,386 158,474,287
Less: treasury stock, at cost, 1,542,526 shares (4,137,138) (4,137,138) -------------- ------------- Total stockholders'
equity 149,156,248 154,337,149 -------------- ------------- Total liabilities and stockholders' equity $ 198,076,460 $
213,665,713 ============== ============= See accompanying notes. F-2 Concord Camera Corp. and
Subsidiaries Consolidated Statements of Operations Year Ended ---------- June 29, 2002 June 30, 2001 July 1, 2000
------------- ------------- ------------ Net sales $ 129,316,594 $ 180,061,056 $ 167,719,526 Cost of products sold
110,344,520 152,597,558 126,147,774 ------------- ------------- ------------ Gross profit 18,972,074 27,463,498
41,571,752 Selling expenses 6,343,302 8,148,517 5,704,566 General and administrative expenses 20,967,240
33,314,782 16,633,210 (Recovery) of operating expenses, net (1,150,000) -- -- Terminated acquisition costs --
800,207 -- Interest expense 2,522,314 2,792,616 3,268,560 Other (income), net (3,060,163) (4,891,425) (881,762)
------------- ------------- ------------ (Loss) income before income taxes (6,650,619) (12,701,199) 16,847,178 Benefit for
income taxes (1,402,830) (930,849) (2,751,389) ------------- ------------- ------------ Net (loss) income $ (5,247,789) $
(11,770,350) $ 19,598,567 ============= ============= ============ Basic (loss) earnings per common
share $(0.19) $(0.45) $0.89 ============= ============= ============ Diluted (loss) earnings per
common share $(0.19) $(0.45) $0.81 ============= ============= ============ Weighted average
common shares outstanding-basic 27,437,618 25,991,868 21,989,381 Dilutive effect of common stock options -- --
2,324,087 ------------- ------------- ------------ Weighted average common shares outstanding-diluted 27,437,618
25,991,868 24,313,468 ============= ============= ============ See accompanying notes. F-3 Concord
Camera Corp. and Subsidiaries Consolidated Statements of Stockholders' Equity Notes receivable arising from
Deferred common stock Common Stock Paid-in Stock Based Retained purchase Treasury Stock Issued Shares Stated
Value Capital Compensation Earnings agreements Shares Cost Total --------------------------- --------- ------------ --------
------------- -------- ------ -------- Balance as of July 3, 1999 23,259,184 $41,117,335 $1,033,553 $ -- $6,086,691
$(2,163,542) 1,351,726 $(3,378,512) $42,695,525 Exercise of stock options and warrants 566,550 1,027,921 -- -- -- --
-- -- 1,027,921 Interest on notes receivable arising from common stock purchase agreements -- -- -- -- -- (85,190) -- --
(85,190) Officers' notes forgiven on stock purchases -- -- -- -- -- 452,965 -- -- 452,965 Officers' notes paid on stock
purchases -- -- -- -- -- 1,766,530 -- -- 1,766,530 Purchase of treasury stock, at cost -- -- -- -- -- -- 190,800 (758,626)
(758,626) Stock option issuance related to non-employees -- -- 1,592,275 -- -- -- -- -- 1,592,275 Net income -- -- -- --
19,598,567 -- -- -- 19,598,567
------------------------------------------------------------------------------------------------------------------------ Balance as of July
1, 2000 23,825,734 42,145,256 2,625,828 -- 25,685,258 (29,237) 1,542,526 (4,137,138) 66,289,967 Issuance of
common stock, net 4,485,000 96,881,243 -- -- -- -- -- -- 96,881,243 Exercise of stock options and warrants 601,000
1,228,566 -- -- -- -- -- -- 1,228,566 Income tax benefit from stock options exercised -- -- 1,696,028 -- -- -- -- --
1,696,028 Interest on notes receivable arising from common stock purchase agreements -- -- -- -- -- (1,754) -- --
(1,754) Officers' notes forgiven on stock purchases -- -- -- -- -- 13,449 -- -- 13,449 Net loss -- -- -- -- (11,770,350) -- --
-- (11,770,350) ------------------------------------------------------------------------------------------------------------------------
Balance as of June 30, 2001 28,911,734 140,255,065 4,321,856 -- 13,914,908 (17,542) 1,542,526 (4,137,138)
154,337,149 Exercise of stock options 117,625 292,614 -- -- -- -- -- -- 292,614 Deferred stock based compensation --
-- -- (332,445) -- -- -- -- (332,445) Interest on notes receivable arising from common stock purchase agreements -- -- --
-- -- (780) -- -- (780) Officers' notes forgiven on stock purchases -- -- -- -- -- 7,849 -- -- 7,849 Officers' notes paid on
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stock purchases -- -- -- -- -- 9,096 -- -- 9,096 Stock based compensation -- -- 90,554 -- -- -- -- -- 90,554 Net loss -- -- --
-- (5,247,789) -- -- -- (5,247,789)
------------------------------------------------------------------------------------------------------------------------ Balance as of
June 29, 2002 29,029,359 $140,547,679 $4,412,410 $(332,445) $8,667,119 $ (1,377) 1,542,526 $(4,137,138)
$149,156,248
=========================================================================================================================
See accompanying notes. F-4 Concord Camera Corp. and Subsidiaries Consolidated Statements of Cash Flows Year
Ended ---------- June 29, June 30, July 1, July 1, 2002 2001 2000 -------- ------- ------- Cash flows from operating
activities: Net (loss) income $ (5,247,789) $ (11,770,350) $ 19,598,567 Adjustments to reconcile net (loss) income to
net cash (used in) provided by operating activities: Depreciation and amortization 6,259,809 5,737,190 4,639,724
Officers' notes forgiven on stock purchases 7,849 13,449 452,965 Interest income on notes receivable arising from
common stock agreements (780) (1,754) (85,190) Deferred income taxes and stock option exercise tax benefit
(1,402,830) 173,949 (4,232,389) Non-cash compensation expense -- 401,363 220,193 Provision for doubtful accounts
2,282,871 15,800,000 -- Provision for inventory 3,261,274 4,714,000 -- Restructuring (reversal) reserve (448,000)
1,400,000 -- Changes in operating assets and liabilities: Accounts receivable (13,579) (7,483,565) (15,297,718)
Inventories 5,020,203 (3,877,052) (10,982,591) Prepaid expenses and other current assets 163,041 3,245,861
(3,222,708) Other assets (1,651,408) (2,554,839) (3,216,104) Accounts payable (5,489,250) (7,519,288) 9,286,087
Accrued expenses (2,872,250) (765,641) 8,930,879 Other current liabilities (1,914,119) (360,915) 383,649 Other
liabilities 911,211 (593,106) 3,185,488 ----------- ----------- ----------- Net cash (used in) provided by operating
activities (1,133,747) (3,440,698) 9,660,852 Cash flows from investing activities: Purchases of property, plant and
equipment (2,141,213) (7,488,077) (7,792,029) Purchases of held-to-maturity investments -- (49,869,567) Proceeds
from maturities of held-to-maturity investments 49,869,567 -- -- ----------- ----------- ----------- Net cash provided by
(used in) investing activities 47,728,354 (57,357,644) (7,792,029) Cash flows from financing activities: Net
repayments under short-term debt agreements -- (2,190,264) (5,898,638) Repayments under long-term debt
agreements -- -- (2,100,000) Net principal repayments under capital lease obligations (503,547) (2,036,669)
(2,222,477) Purchases of treasury stock -- -- (758,626) Proceeds from notes receivable arising from common stock
purchase agreements 9,096 -- 1,766,530 Net proceeds from issuance of common stock 292,614 98,109,809 1,027,921
------- ---------- ------------ Net cash (used in) provided by financing activities (201,837) 93,882,876 (8,185,290) Net
increase (decrease) in cash and cash equivalents 46,392,770 33,084,534 (6,316,467) Cash and cash equivalents at
beginning of the year 57,474,828 24,390,294 30,706,761 ------------ ----------- ------------ Cash and cash equivalents at
end of the year $103,867,598 $57,474,828 $ 24,390,294 ============ =========== ============ See Note
2, " Supplemental Cash Flow Information" and accompanying notes. F-5 CONCORD CAMERA CORP. &
SUBSIDIARIES NOTES TO CONSOLIDATED FINANCIAL STATEMENTS NOTE 1 - DESCRIPTION OF
BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: Description of Business Concord
Camera Corp., a New Jersey corporation, and its consolidated subsidiaries (collectively referred to as the "Company")
designs, develops, manufactures and sells high quality, popularly priced, easy-to-use image capture products on a
worldwide basis. Substantially all of the Company's manufacturing and assembly processes occur in the People's
Republic of China ("PRC"). The Company's products include digital image capture devices, 35mm and APS
traditional and single use cameras, and instant cameras. The Company also serves as a contract manufacturer of
developed and co-developed products for its original equipment manufacturer ("OEM") customers, and also sells its
own branded and private label versions of many of those products, incorporating certain of the co-developed
technology, to its retail sales and distribution ("RSD") customers. During the fiscal years ended June 29, 2002 ("Fiscal
2002"), June 30, 2001 ("Fiscal 2001"), and July 1, 2000 ("Fiscal 2000"), net sales and percentages of total net sales to
the Company's three largest customers amounted to approximately $61,939,000 (47.9%), $74,684,000 (41.5%), and
$97,856,000 (58.3%), respectively. See Note 22, "Geographic Area Information" for further information about
significant customers. Beginning in Fiscal 1999, the Company changed its fiscal year end to end on the Saturday
closest to June 30. Prior to Fiscal 1999, the Company's fiscal year was the twelve-month period ending June 30.
Accordingly, for Fiscal 2002, Fiscal 2001 and Fiscal 2000, the fiscal year-ends were on June 29, 2002, June 30, 2001,
and July 1, 2000, respectively. Principles of Consolidation The accompanying consolidated financial statements have
been prepared in accordance with accounting principles generally accepted in the United States and include the
accounts of the Company and its consolidated subsidiaries. All significant intercompany balances and transactions
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have been eliminated. Use of Estimates The preparation of financial statements in conformity with accounting
principles generally accepted in the United States requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates. Foreign Currency Transactions The Company operates on a worldwide basis and its results may
be adversely or positively affected by fluctuations of various foreign currencies against the U.S. Dollar, specifically,
the Canadian Dollar, the European Euro, British Pound Sterling, People's Republic of China Renminbi, Hong Kong
Dollar and the Japanese Yen. Each of the Company's foreign subsidiaries purchases its inventories in U.S. Dollars and
has the majority of its sales in U.S. Dollars. Accordingly, the U.S. Dollar is the functional currency. Certain net sales
to customers and purchases of certain components and services are transacted in local currency including Japanese
Yen, thereby creating an exposure to fluctuations in foreign currency exchange rates. The translation from the
applicable currencies to U.S. dollars is performed for balance sheet accounts using current exchange rates in effect at
the balance sheet date and for revenue and expense accounts using a weighted average exchange rate during the
period. Gains or losses resulting from foreign currency transactions and remeasurement are included in "Other
(income), net" in the accompanying consolidated statements of operations. For Fiscal 2002, Fiscal 2001, and Fiscal
2000 included in other (income), net in the accompanying consolidated statements of operations are approximately
$(194,000), $(348,000), and $143,000, respectively, of net foreign currency (gains) losses. F-6 Hedging Activities
During Fiscal 2002, Fiscal 2001 and Fiscal 2000 the Company had no forward exchange contracts outstanding and did
not participate in any other type of hedging activities. Concentration of Credit Risk The Company sells a significant
number of its products to a relatively small number of customers. These customers operate in markets located
principally in the United States, the United Kingdom, Germany, France, Canada and Hong Kong. Receivables arising
from these sales are generally not collateralized. The Company monitors the credit worthiness of its customers and
reviews outstanding receivable balances for collectibility on a regular basis and records provisions for doubtful
accounts as necessary. Customers that individually account for greater than 10% of the Company's total net sales
create a concentration of credit risk. During Fiscal 2002, there were two such customers. See Note 22, "Geographic
Area Information" for further discussion of significant customers. Estimated Fair Value of Financial Instruments The
carrying amounts of cash and cash equivalents, short-term investments, accounts receivable, net, accounts payable,
and accrued expenses approximate fair value because of their short duration to maturity. The fair value is estimated
based on the quoted market prices for the same issues or on current rates offered to the Company for debt with the
same remaining maturities. Because judgment is required in interpreting market data to develop estimates of fair
value, the estimates are not necessarily indicative of the amounts that could be realized or would be paid in a current
market exchange. The effect of using different market assumptions or estimation methodologies may be material to
the estimated fair value amounts. The carrying amounts of the Company's Senior Notes approximate fair value at June
29, 2002 and at June 30, 2001. See Note 9, "Senior Notes" and Note 24, "Subsequent Events" relating to the
Company's subsequent retirement of its long-term debt. Cash and Cash Equivalents The Company considers all highly
liquid investments with maturities of three months or less when purchased to be cash equivalents. Short-Term
Investments The Company accounts for marketable securities in accordance with the provisions of Statement of
Financial Accounting Standards ("SFAS") No. 115, Accounting for Certain Investments in Debt and Equity
Securities, which requires that all applicable investments be classified as trading securities, available-for-sale
securities or held-to-maturities securities. The Company did not have any investments classified as trading securities
or available-for-sale securities. The Company's investments in debt securities, all of which mature in six months or
less, are held to maturity and valued at amortized cost, which approximates fair market value. The Company had no
short-term investments at June 29, 2002. The aggregate fair market value at June 30, 2001 approximates the carrying
value due to the short maturity, and was approximately $49,870,000 and consisted entirely of U.S. government agency
backed securities. Since the aggregate fair market value approximated the carrying value, there are no gross holding
gains or losses. The average yield of these securities at June 30, 2001 was 3.83%. F-7 Inventories Inventories, the
majority of which are raw materials, components and work-in-progress, are stated at the lower of cost or market value
and are determined on a first-in, first-out basis. Work-in-progress and component inventory costs include materials,
labor, and manufacturing overhead. The Company provides inventory reserves for excess, obsolete or slow-moving
inventory based on changes in customer demand, technological developments or other economic factors. Property,
Plant and Equipment, Net Property, plant and equipment are carried at cost less accumulated depreciation and
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amortization. Depreciation is computed by use of the straight-line method over the estimated useful lives of the
respective assets. Small tools and accessories used in production in the PRC are charged to operations when
purchased. Leasehold costs and improvements are amortized on a straight-line basis over the term of the lease or their
estimated useful lives, whichever is shorter. Depreciation expense for Fiscal 2002, Fiscal 2001, and Fiscal 2000 was
approximately $5,429,000, $4,561,000, and $3,643,000, respectively. Amortization of assets recorded under capital
leases is included in depreciation and amortization expense. Useful Lives Asset Class (in years) ----------- --------
Buildings, including buildings under capital lease 30-50 Equipment, including equipment under capital lease 3-10
Office furniture and equipment 3-7 Automobiles 6-7 Leasehold improvements 3-11 Intangible Assets, Net Goodwill
represents the excess of purchase price over the fair value of net assets acquired and, for the two-year period ended
June 30, 2001, goodwill was amortized on a straight-line basis over periods ranging from fifteen to twenty years.
Effective July 1, 2001, the Company adopted SFAS No. 142, "Goodwill and Other Intangible Assets" and ceased
amortizing its remaining net goodwill balances. Under SFAS No. 142, the Company's goodwill is subject to an
impairment test, at least annually. Identifiable intangible assets that have finite useful lives will continue to be
amortized over their useful lives. The Company's amortizable intangible assets include patents, trademarks and
licenses and their respective costs are amortized on a straight-line basis over their estimated useful lives. See Note 6,
"Goodwill, Net" and Note 7 "Other Assets" for a discussion of the effect of adopting SFAS No. 142. Impairment of
Long-Lived Assets In accordance with the Financial Accounting Standards Board ("FASB"), SFAS No. 121,
Accounting for the Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed Of, the Company
records impairment losses when indications of impairment are present and the undiscounted cash flows estimated to
be generated by those assets are less than the assets' carrying amounts. No impairment indicators were identified for
Fiscal 2002, Fiscal 2001 or Fiscal 2000. See "Recently Issued Accounting Standards" below for a discussion of the
effect of adopting SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets. Revenue
Recognition Revenues are recognized when title and risk of loss are transferred to customers, which is generally when
the product is shipped. Net sales also include a provision for returns based on historical trends in product returns. If
future returns are higher than estimated based on historical data, net sales could be adversely affected. F-8 Shipping
and Handling Costs Amounts charged to customers and costs incurred by the Company related to shipping and
handling are included in net sales and selling expenses, respectively. The Company incurred shipping and handling
costs of approximately $1,294,000, $1,778,000 and $1,730,000 during Fiscal 2002, Fiscal 2001 and Fiscal 2000,
respectively. Product Development Costs Product development costs, which include costs in connection with new
product development, product design, fundamental and exploratory research, process improvement, product use
technology, and product quality assurance are expensed in the period in which they are incurred. The Company's
products are developed, designed and engineered principally by its own engineers in the Company's three product
development and design centers located in the U.S., Hong Kong and the PRC. The Company expended approximately
$7,604,000, $6,413,000, and $4,921,000 during Fiscal 2002, Fiscal 2001, and Fiscal 2000, respectively, for product
design and development. These costs are included in the accompanying consolidated statements of operations under
the caption, "Cost of products sold." Advertising and Promotional Allowances Advertising costs, which include
advertising allowances and other discounts, have been expensed as incurred and have historically been included in
selling expenses. However, in accordance with EITF Issue No. 00-25, Vendor Income Statement Characterization of
Consideration from a Vendor to a Retailer, which addresses the operating statement classification of consideration
between a vendor and a retailer, the Company has reclassified certain variable selling expenses including advertising
allowances, other discounts, and other allowances from being reported as an operating expense to a reduction of net
sales. As a result of the Company adopting EITF 00-25 in its second quarter of Fiscal 2002, lower sales, lower gross
margins, and lower selling expenses are reported. Approximately $2,561,000, $3,352,000, and $5,439,000 of variable
selling expenses, consisting principally of advertising and promotional allowances, were reclassified as a reduction of
net sales, resulting in a corresponding reduction of gross profit and selling expenses, with no effect on net income, for
Fiscal 2002, Fiscal 2001, and Fiscal 2000, respectively. Stock-Based Compensation As permitted by SFAS No. 123,
Accounting for Stock-Based Compensation, the Company has elected to follow Accounting Principles Board Opinion
No. 25, Accounting for Stock Issued to Employees ("APB 25") and related interpretations in accounting for its
employee stock-based transactions and has complied with the disclosure requirement of SFAS 123. See Note 11,
"Stockholders' Equity" and Note 12, "Stock Option Plans". Under APB 25, compensation expense is calculated at the
time of option grant, based upon the difference between the exercise price of the option and the fair market value of
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the Company's Common Stock. Compensation expense is recognized over the option's vesting period. In the Fall of
2001, the Company consummated an exchange offer for certain outstanding stock options and, as a result, is required
to apply variable stock-based compensation accounting for the repriced options until they are exercised, cancelled or
expired. For Fiscal 2002, the Company did not record any variable stock-based compensation expense in the
consolidated statement of operations because its closing Common Stock price on June 29, 2002 was below the new
repriced stock options' exercise price of $5.97. Because the determination of variable stock-based compensation
expense associated with the repriced stock options is significantly dependent upon the Company's closing Common
Stock price at the end of each prospective reporting period, it is not possible to determine its future impact, either
favorable or unfavorable, on our consolidated financial statements. F-9 Income Taxes The provision (benefit) for
income taxes is based on the consolidated United States entities' and individual foreign companies' estimated tax rates
for the applicable year. Deferred taxes are determined utilizing the asset and liability method based on the difference
between financial reporting and tax basis of assets and liabilities and are measured using the enacted tax rates and
laws that will be in effect when the differences are expected to reverse. Deferred income tax provisions and benefits
are based on the changes in the net deferred tax asset or liability from period to period. Valuation allowances are
established when necessary to reduce deferred tax assets to the amount expected to be realized. (Loss) Earnings Per
Share Basic and diluted (loss) earnings per share are calculated in accordance with SFAS No. 128, Earnings per Share.
All applicable (loss) earnings per share amounts have been presented to conform to SFAS No. 128 requirements. In
Fiscal 2002 and Fiscal 2001, potentially dilutive securities, comprised of options to purchase 1,705,270 and 2,439,448
shares of Common Stock, respectively, were not included in the calculation of diluted loss per share because their
impact was antidilutive. On April 14, 2000, the Company effected a two-for-one stock split of its Common Stock
through a stock dividend to shareholders of record on March 27, 2000. Accordingly, share and per-share data for all
periods presented in the accompanying consolidated financial statements have been restated to reflect the stock split.
Recently Issued Accounting Standards On June 29, 2001, the FASB issued SFAS No. 141, Business Combinations,
and SFAS No. 142, Goodwill and Other Intangible Assets. SFAS No. 141 applies to all business combinations with a
closing date after June 30, 2001, and eliminates the pooling-of-interests method of accounting and further clarifies the
criteria for recognition of intangible assets separately from goodwill. SFAS No. 142 eliminates the amortization of
goodwill and indefinite-lived intangible assets and initiates an annual review for impairment. Identifiable intangible
assets with determinable useful lives will continue to be amortized. See Note 6, "Goodwill, Net" and Note 7, "Other
Assets" in the accompanying consolidated financial statements for a discussion of the effect of adopting SFAS No.
142. In August 2001, the FASB issued SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived
Assets" ("SFAS No.144"). SFAS No. 144 superseded SFAS No. 121, "Accounting for the Impairment of Long-Lived
Assets and for Long-Lived Assets to Be Disposed Of," and the accounting and reporting provisions of Accounting
Principles Board Opinion No. 30, "Reporting the Results of Operations--Reporting the Effects of Disposal of a
Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions," for the
disposal of a segment of a business. There is no anticipated material financial statement impact to the Company upon
its adoption of SFAS No. 144 at June 30, 2002. Reclassifications Certain amounts in prior years have been reclassified
to conform to the current year presentation. Other Comprehensive Income The Company has no other comprehensive
income in accordance with SFAS No. 130, "Reporting Comprehensive Income". F-10 NOTE 2 - SUPPLEMENTAL
CASH FLOW INFORMATION: Fiscal Year ----------- 2002 2001 2000 --------- ------- -------- Cash paid for interest
$1,841,000 $2,217,000 $2,768,000 Cash paid for income taxes $ 494,000 $1,523,000 $ 819,000 ===========
========== ========== NOTE 3 - ACCOUNTS RECEIVABLE, NET: Accounts receivable consist of the
following: June 29, June 30, 2002 2001 -------- -------- Trade accounts receivable $25,576,005 $25,956,441 Less:
provisions for doubtful accounts, discounts, and allowances (2,591,683) (702,827) ---------- ----------- Total accounts
receivable, net $22,984,322 $25,253,614 =========== =========== NOTE 4 - INVENTORIES: Inventories
consist of the following: June 29, June 30, 2002 2001 -------- -------- Raw material, components and work-in-progress
$ 16,196,725 $23,987,935 Finished goods 6,287,996 6,778,263 ------------ ----------- Total inventories $ 22,484,721
$30,766,198 ============ =========== F-11 NOTE 5 - PROPERTY, PLANT AND EQUIPMENT, NET:
Property, plant and equipment consist of the following: June 29, June 30, 2002 2001 -------- -------- Buildings,
including buildings under capital lease $ 7,384,730 $ 7,318,539 Equipment, including equipment under capital lease
30,498,805 27,685,170 Office furniture and equipment 9,975,487 10,326,834 Automobiles 477,806 458,370
Leasehold improvements 4,836,646 4,864,431 ----------- ----------- 53,173,474 50,653,344 Less: accumulated
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depreciation and amortization (32,188,028) (26,256,937) ----------- ---------- Total property, plant and equipment, net
$20,985,446 $24,396,407 =========== =========== NOTE 6 - GOODWILL, NET Effective July 1, 2001, the
Company adopted the provisions of SFAS No. 142, "Goodwill and Other Intangible Assets." SFAS No. 142
eliminates the amortization of goodwill and indefinite-lived intangible assets, and initiates an annual review of these
assets for impairment. Identifiable intangible assets with determinable useful lives will continue to be amortized. In
accordance with SFAS No. 142, the Company ceased amortization of its goodwill balances. The Company currently
does not have any indefinite-lived intangible assets. Intangible assets that have finite useful lives will continue to be
amortized over their useful lives. In accordance with SFAS No. 142, the Company is required to perform an
impairment test of its existing goodwill within the first six months following adoption of SFAS No. 142. The
Company completed step one of the impairment test under SFAS No. 142, and it is management's assessment that
goodwill impairment does not exist. The accounting standard requires the presentation of a reconciliation of
previously reported net income and earnings per share to the amounts adjusted for the exclusion of the goodwill
amortization net of related tax effect. June 29, June 30, 2002 2001 -------- -------- Goodwill $ 6,401,264 $ 6,401,264
Less: accumulated amortization (2,680,736) (2,680,736) ----------- ----------- Goodwill, net $ 3,720,528 $ 3,720,528
=========== =========== Net (loss) income and (loss) income per share for Fiscal 2001 and Fiscal 2000, as
adjusted for the exclusion of amortization expense, were as follows: F-12 Fiscal 2001 Impact of
----------------------------------- Exclusion of As As Goodwill Reported Adjusted Amort. Expense ----------------
----------------- ----------------- Loss before income taxes (as originally reported) $ (12,701,199) $ (12,701,199) $ --
Adjustment for the exclusion of goodwill amortization -- 291,031 291,031 ------------- ---------------- ---------------
(Loss) income before income taxes (12,701,199) (12,410,168) 291,031 (Benefit) provision for income taxes (930,849)
(843,540) 87,309 ------------- ---------------- --------------- Net (loss) income $ (11,770,350) $ (11,566,628) $ 203,722
============= ================ =============== $ (0.45) $ (0.45) $ -- Basic and diluted loss per share
============= ================ =============== Impact of Fiscal 2000 Exclusion of
----------------------------------- As As Goodwill Reported Adjusted Amort. Expense ---------------- -----------------
------------------ Income before income taxes (as originally reported) $ 16,847,178 $ 16,847,178 $ -- Adjustment for the
exclusion of goodwill amortization -- 127,705 127,705 --------------- ---------------- ----------------- Income before
income taxes 16,847,178 16,974,883 127,705 (Benefit) provision for income taxes (2,751,389) (2,713,078) 38,311
---------------- ---------------- ----------------- Net income $ 19,598,567 $ 19,687,961 $ 89,394 ===============
================ ================= Basic earnings per share $ 0.89 $ 0 .90 $ 0.01 ===============
================ ================= Diluted earnings per share $ 0.81 $ 0.81 $ - ===============
================ ================= F-13 NOTE 7 - OTHER ASSETS: Other assets consist of: Useful
Lives June 29, June 30, (in Years) 2002 2001 ------------ -------- -------- Patents, trademarks and licenses, net 5-20 $
5,241,872 $ 5,565,623 Deferred finance costs, net 7 411,366 589,597 Deferred compensation 6,970,413 5,944,929
Deferred tax asset, net 6,893,362 5,719,369 Other 322,178 236,195 ------------ ------------ Total other assets $
19,839,191 $ 18,055,713 ============ ============ As described in Note 6, "Goodwill, Net", the Company
adopted SFAS No. 142. With the adoption of SFAS No.142, the company must additionally disclose the following for
other intangible assets: the gross carrying amounts, accumulated amortization, weighted average amortization period,
and total amortization expense for each period for which a statement of financial position is presented. In addition, the
Company must disclose the estimated aggregate amortization expense for each of the five succeeding fiscal years. As
of June 29, 2002, the aggregate weighted average amortization period for patents, trademarks, and licenses was
approximately eighteen years. For Fiscal 2002 and Fiscal 2001, intangible asset amortization expense was $708,075
and $556,512, respectively. See Note 10 "Other Liabilities" for a description of deferred compensation. June 29, June
30, 2002 2001 -------- -------- Patents, trademarks and licenses $ 8,931,396 $ 8,547,072 Less: accumulated
amortization (3,689,524) (2,981,449) ----------- ------------ Patents, trademarks and licenses, net $ 5,241,872 $
5,565,623 =========== ============ Patents, trademarks, and licenses: --------------------------------- Estimated
Aggregate Fiscal Year Amortization Expense ----------- -------------------- 2003 $599,000 2004 $341,000 2005
$327,000 2006 $324,000 2007 $291,000 NOTE 8 - SHORT-TERM DEBT AND FINANCING FACILITIES: The
Company had no short-term debt outstanding as of June 29, 2002 or June 30, 2001. Hong Kong Financing Facilities A
Hong Kong subsidiary of the Company has various revolving credit facilities in place providing an aggregate of
approximately $23,500,000 in borrowing capacity. Certain of the revolving credit facilities are denominated in Hong
Kong dollars. Since 1983 the Hong Kong dollar has been pegged to the United States dollar. The revolving credit
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facilities are comprised of 1) an approximate $11,000,000 Import Facility, 2) an approximate $2,600,000 Packing
Credit and Export Facility, 3) an approximate $1,900,000 Foreign Exchange Facility and 4) an $8,000,000 Accounts
Receivable Factoring Facility (collectively, the "Hong Kong Financing Facilities"). The $8,000,000 Accounts
Receivable Factoring Facility is secured by certain accounts receivables of the Hong Kong subsidiary and guaranteed
by the Company. The Company also guarantees the remaining amount of approximately $15,500,000 under the Hong
Kong Financing Facilities. Availability under the Accounts Receivable Factoring Facility is subject to advance
formulas based on Eligible Accounts Receivable and all the credit facilities are subject to certain financial ratios and
covenants. The revolving credit facilities bear interest at variable rates and expire in May 2003. At June 29, 2002 and
June 30, 2001, there were no amounts outstanding under the Hong Kong Financing Facilities. F-14 United Kingdom
Credit Facility A United Kingdom (UK) subsidiary of the Company had a revolving credit facility in place that
provided approximately $1,100,000 of borrowing capacity. The facility was secured by substantially all of the assets
of the subsidiary, and was principally utilized for working capital needs and bore interest at 1.5% above the UK prime
lending rate. At June 29, 2002 and June 30, 2001, no amounts were outstanding under this facility. The United
Kingdom Credit Facility expires in August 2003. United States Credit Facility In June 2000, one of the Company's
subsidiaries entered into a credit facility (the "US Facility") with a lender to provide up to $5,000,000 of unsecured
working capital. The US Facility bore interest at 1.75% above the London Interbank Offer Rate and expired in June
2002. No amounts were outstanding under the US Facility at June 29, 2002 and June 30, 2001. NOTE 9 - SENIOR
NOTES: On July 30, 1998, the Company consummated a private placement of $15,000,000 of unsecured senior notes
("Senior Notes"). The notes bore interest at 11%, and the maturity date was July 15, 2005. Interest payments were due
quarterly. The amortization of the deferred costs associated with the Senior Notes was included in interest expense in
the accompanying consolidated statements of operations. As of June 29, 2002 and June 30, 2001, the outstanding
balances of the Senior Notes were $14,933,931 and $14,912,501, respectively. On August 15, 2002, the Company
repurchased and cancelled the Senior Notes. See Note 24, "Subsequent Events". NOTE 10- OTHER LIABILITIES:
Other liabilities consist of the following: June 29, June 30, 2002 2001 ---- ---- Deferred compensation $5,960,641
$4,736,740 Licensing related obligations 2,659,604 2,899,032 Other 217,256 290,518 ---------- ---------- Total other
liabilities $8,837,501 $7,926,290 ========== ========== F-15 Deferred compensation represents the total vested
account balances for all participants included in the Company's Supplemental Executive Retirement Plans ("SERPs")
and for those participants who have individual deferred compensation agreements. An asset associated with such
deferred compensation arrangements was also recorded in other assets in the accompanying balance sheets as of June
29, 2002 and June 30, 2001, respectively. Licensing related obligations represent the total amount equal to the present
value of future payments related to various licensing agreements. See Note 15, "Commitments and Contingencies."
NOTE 11 - STOCKHOLDERS' EQUITY: On September 26, 2000, the Company sold, pursuant to an underwritten
public offering, 3,900,000 shares of its no par value common stock ("Common Stock") at a price of $23.00 per share.
Pursuant to an over-allotment option granted to the underwriters, the Company sold an additional 585,000 shares of
Common Stock on October 3, 2000 at a price of $23.00 per share. The net proceeds of the offering to the Company
were approximately $96,881,000, after deducting offering costs and underwriting fees of approximately $6,274,000
from gross proceeds of $103,155,000. The use of the offering proceeds was intended to repay outstanding
indebtedness including capital leases, for capital expenditures and for general corporate and strategic purposes,
including working capital and investments in new technologies, product lines and complementary businesses. In the
fourth quarter of Fiscal 2000, the Board of Directors of the Company ("Board") authorized the Company to issue up to
1,000,000 shares of blank check preferred stock, with such rights and preferences as may be determined by the Board
from time to time. None of this preferred stock has been issued to date. On April 14, 2000, the Company effected a
two-for-one stock split of its Common Stock through a stock dividend to shareholders of record on March 27, 2000.
Accordingly, share and per-share data for all periods presented in the accompanying consolidated financial statements
have been restated to reflect the stock split. The Company has not declared or paid any cash dividends for any of the
fiscal years presented in the accompanying consolidated financial statements. On August 23, 1995, the Compensation
Committee of the Board approved stock purchase awards under the Management Equity Provisions of the Company's
1993 Incentive Plan ("Incentive Plan" or "1993 Plan") pursuant to which 1,000,000 shares of Common Stock were
made available for purchase by senior management of the Company at a price per share equal to $2.6875 per share
(the closing price of the Common Stock on August 23, 1995, as adjusted for the two-for-one stock split effective on
April 14, 2000) pursuant to binding commitments to be made by such persons by August 31, 1995. The Company
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received commitments for the purchase of 888,000 shares (the "Purchased Shares"). Each purchaser was also granted
the right to receive a contingent restricted stock award covering a number of shares equal to the number of shares he
had purchased based upon attainment of increases in shareholder value in accordance with the Incentive Plan. If
issued, such contingent restricted shares were to vest over a three-year period and were subject to forfeiture prior to
vesting under certain conditions. In November 1995, members of the Company's senior management entered into
purchase agreements (the "Purchase Agreements") for the Purchased Shares. Pursuant to the Purchase Agreements,
each purchaser executed a full recourse note for the purchase price of such shares (each a "Note"; collectively, the
"Notes") and pledged the Purchased Shares as security for the payment of the Note. The Notes bear interest at an
annual rate of 6%. Concurrently with the execution of their respective Purchase Agreements and Notes, each
purchaser entered into a Voting Agreement pursuant to which each purchaser agreed to vote all of his Purchased
Shares and contingent restricted stock in accordance with the determination of the holders of a majority of all of the
Purchased Shares and contingent restricted stock held by the purchasers. To effect the foregoing, each of the
purchasers delivered an irrevocable proxy to Ira B. Lampert. F-16 Pursuant to Amendments to each of the Purchase
Agreements dated February 28, 1997 (the "Amendments"), the Company was relieved of its obligation to issue any
contingent restricted stock. Instead, each participating member of the Company's senior management received, as of
December 22, 1996, options to purchase that number of shares of Common Stock (the "Option Shares") equal to the
number of Purchased Shares purchased by such person, at an exercise price of $0.9063 per share. The options vested
as to 20% of the Option Shares covered thereby as of December 22, 1996, and the balance of the shares covered
thereby began vesting December 31, 1996 in equal monthly installments over a four-year period during the term of
employment or consultancy. The unvested portion became vested on August 19, 1998 when the average closing price
of the Common Stock was at least $5.00 (pre-split adjustment) for 90 consecutive trading days. Concurrently with the
Amendments, the Voting Agreement and the irrevocable proxies were amended and restated to include the Option
Shares and delete any mention of the contingent restricted stock. In April 1999, the Board approved a conditional
release program whereby the Company agreed to forgive a portion of the indebtedness represented by each Note and
concurrently release a proportionate number of Purchased Shares held by the Company as security for payment of the
Notes. The debt forgiveness and share release program (the "Release Program") began on May 1, 1999 and will
continue on January 1 each year through January 1, 2003. The total principal sum subject to forgiveness under the
Release Program is $2,386,500, together with interest owed under the Notes. The debt forgiveness is conditioned upon
the person's continued employment with the Company. If a person ceases to be an employee or consultant of the
Company prior to full forgiveness of the debt, the principal balance of the Note will immediately become due and
payable, including any amounts scheduled to be forgiven at a future date. As contemplated by the Management Equity
Provisions, subsequent to 1995 certain Purchased Shares and the related options were transferred to other eligible
members of the Company's senior management upon their execution of the required agreements and Notes. Notes
previously delivered to secure payment for such shares were canceled upon delivery of new Notes by current
members. The Purchased Shares and options awarded pursuant to the Management Equity Provisions are presently
held by Ira B. Lampert, Brian F. King, Keith L. Lampert, Harlan I. Press and Arthur Zawodny. In January 2000, the
Board further provided that a participant in the Management Equity Provisions would have the right to prepay all or
any portion of the indebtedness represented by a Note issued in connection with the purchase of shares, and that the
amount so prepaid would be repaid to the participant as deferred compensation at such time as the amount would
otherwise have been forgiven in accordance with the Release Program. The following are the scheduled release dates,
and the total amounts that are (or were, as the case may be) to be forgiven* on such dates, under the Release Program.
Total Principal Total Purchased Indebtedness Forgiven Shares Released Releasee Release Dates or to be Forgiven or
to be Released --------- ----------------------------------- ---------------------- ------------------- Brian F. King................ May
1, 1999, and January 1st of $430,000* 160,000 2000, 2001, 2002 and 2003 Ira B. Lampert............... May 1, 1999, and
January 1st of $1,612,500* 600,000 2000, 2001, 2002 and 2003 Keith L. Lampert............. May 1, 1999, and January
1st of $295,625* 110,000 2000, 2001, 2002 and 2003 Harlan I. Press.............. January 6, 2000, and January 1st of
$10,750 4,000 2001, 2002 and 2003 Arthur Zawodny............... May 1, 1999, and January 1st of $37,625* 14,000
2000, 2001, 2002 and 2003 F-17 ----------- * After the January 1, 2000 release date, the balance of these amounts were
repaid in full. Ira B. Lampert, Brian King, Keith Lampert and Arthur Zawodny have each prepaid in full the balance of
the debts represented by their Notes and, assuming their continued employment with the Company, will be entitled to
receive deferred compensation in lieu of the amounts scheduled to be forgiven under the Release Program. NOTE 12 -
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STOCK OPTION PLANS: On April 26, 2002, the Company adopted a non-qualified stock option plan that provides
for a maximum number of 500,000 shares of Common Stock for awards issuable to non-officer employees, new
employees, and consultants ("2002 Plan"). The 2002 Plan permits the Company's Compensation Committee or Board
to grant, in their discretion, a variety of Common Stock awards on a stand-alone, combination, or tandem basis. The
2002 Plan expires in April 2013. On August 28, 2001, the Company launched an offer to exchange outstanding stock
options with an exercise price of more than $7.00 per share for new options to purchase 75% of the shares subject to
the outstanding options at an exercise price of $5.97 per share (the closing price of the Common Stock as reported on
the Nasdaq National Market on the date the Board of Directors approved the exchange offer.) The exchange offer
expired on October 16, 2001. Options to purchase 1,375,876 shares of Common Stock were tendered in the exchange
offer and accepted by the Company for cancellation and new options to purchase 1,031,908 shares of Common Stock
were issued in exchange therefor. As a result of the exchange offer, the Company is required to apply variable
accounting for these stock option grants until the options are exercised, cancelled or expired. For Fiscal 2002, the
Company did not record any variable stock-based compensation expense in the accompanying consolidated statements
of operations because the Company's ending Common Stock price on June 29, 2002 was below the exercise price of
$5.97. The Company's Incentive Plan permits the Compensation Committee of the Company's Board to grant a variety
of Common Stock awards and provides for a formula plan for annual grants to non-employee directors. As amended,
the Incentive Plan provides for a maximum number of 3,616,249 shares of Common Stock available for awards. The
Incentive Plan expires in December 2003. The Company, from time to time, will grant stock options to certain
individuals as part of an `individual employee stock option plan' as an inducement to employment. These grants are
not part of the Incentive Plan. F-18 Stock option activity is as follows: 1993 Plan 2002 Plan Individual Plans
------------------------------- ------------------------------- ----------------- ----------------- Weighted Weighted Weighted
Number of Average Number of Average Number of Average Shares Exercise Price Shares Exercise Price Shares
Exercise Price ------------- ----------------- -------------- ---------------- ----------------- ----------------- Outstanding at July
3, 1999 2,528,296 $1.24 1,266,332 $1.72 -- -- Canceled (29,326) $2.86 -- -- (64,000) $6.45 Granted 1,306,874 $19.73
-- -- 287,500 $9.48 Exercised (306,796) $1.52 -- -- (217,400) $2.10 ------------- ----------------- --------------
---------------- ----------------- ------------ Outstanding at July 1, 2000 3,499,048 $8.31 1,272,432 $3.17 -- -- Canceled
(200,000) $22.19 -- -- (60,834) $14.06 Granted 269,500 $8.63 -- -- 317,500 $17.90 Exercised (325,000) $1.56 -- --
(267,600) $2.65 ------------- ----------------- -------------- ---------------- ----------------- ------------ Outstanding at June 30,
2001 3,243,548 $7.55 1,261,498 $7.07 -- -- Canceled (1,090,965) $20.82 -- -- (403,832) $17.13 Granted 1,101,884
$6.06 6,000 $5.35 367,000 $6.11 Exercised (43,125) $1.66 -- -- (74,500) $2.97 ------------- ----------------- --------------
---------------- ----------------- ------------ Outstanding at June 29, 2002 3,211,342 $3.18 6,000 $5.35 1,150,166 $3.44
============= ================= ============== ================ =================
============ Exercisable at June 29, 2002 2,707,810 $2.72 -- -- 733,698 $2.55 =============
================= ============== ================ ================= ============
Exercisable at June 30, 2001 2,602,041 $6.37 -- -- 705,664 $4.17 ============= =================
============== ================ ================= ============ Exercisable at July 1, 2000
2,575,294 $4.75 -- -- 676,398 $1.65 ============= ================== =============
================ ================ ============= 1993 Plan Options Outstanding Options Exercisable
--------- -------------------------------------------------- --------------------------------- Weighted Average Number Remaining
Weighted Number Weighted Range of Exercise Prices Outstanding Contractual Average Outstanding Average At
Least Less Than June 29, 2002 Life Exercise Price June 29, 2002 Exercise Price ----------- ------------ ----------------
------------- --------------- --------------- -------------- $.50 $1 818,666 4.5 $0.91 818,666 $0.91 $ 1 $2 951,500 3.1 $1.30
941,500 $1.29 $ 2 $4 145,000 5.0 $2.50 123,000 $2.45 $ 4 $6 991,009 6.7 $5.81 653,982 $5.96 $ 6 $8 260,167 7.2
$6.67 131,662 $6.66 $ 8 $9 45,000 5.5 $8.23 39,000 $8.22 ------------ ------------- -------------- ------------- ------------
$.50 $9 3,211,342 5.0 $3.18 2,707,810 $2.72 ============ ============= ==============
============== ============ F-19 2002 Plan Options Outstanding Options Exercisable ---------
-------------------------------------------------- --------------------------------- Weighted Average Number Remaining
Weighted Number Weighted Range of Exercise Prices Outstanding Contractual Average Outstanding Average At
Least Less Than June 29, 2002 Life Exercise Price June 29, 2002 Exercise Price ----------- ------------ ----------------
------------- --------------- --------------- -------------- $4 $6 6,000 10.0 $5.35 -- -- --------------- --------------- -------------
------------- --------------- $4 $6 6,000 10.0 $5.35 -- -- =============== ================ =============
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============= =============== Individual Plans Options Outstanding Options Exercisable ------------------
-------------------------------------------------- --------------------------------- Weighted Average Number Remaining
Weighted Number Weighted Range of Exercise Prices Outstanding Contractual Average Outstanding Average At
Least Less Than June 29, 2002 Life Exercise Price June 29, 2002 Exercise Price -------- ---------
----------------------------------------------- --------------------------------- $.50 $1 -- -- -- -- -- $1 $2 442,000 1.5 $1.27
442,000 $1.27 $2 $4 257,666 2.7 $2.40 130,666 $2.55 $4 $6 296,500 8.1 $5.70 137,700 $5.91 $6 $8 140,000 8.8
$6.93 23,332 $6.86 $8 $9 14,000 9.8 $8.31 -- -- -------------- ------------- ----------- -------------- ------------ $.50 $9
1,150,166 4.5 $3.44 733,698 $2.55 ============== ============= =========== ==============
============ 1993 2002 Individual At June 29, 2002: Plan Plan Plans Total ----------------- ------------------
-------------- -------------- -------------- Shares of common stock available for future grants 404,907 494,000 -- 898,907
Shares of common stock reserved for future issuances 3,211,342 6,000 1,150,166 4,367,508 The Company accounts
for its stock option plans using the intrinsic value method prescribed by APB No. 25, "Accounting for Stock Issued to
Employees" and related Interpretations, under which no compensation cost for stock options is recognized for stock
option awards granted at or above fair market value. Effective July 19, 2001, the Company amended the outstanding
fully vested options held by certain former directors to permit such options to be exercised until their stated expiration
dates. Pro forma information regarding net income and earnings per share is required by SFAS No. 123, "Accounting
for Stock Issued to Employees" ("SFAS No. 123"), and has been determined as if the Company had accounted for its
employee stock options under the fair value method of that Statement. The effects of applying SFAS No. 123 for
either recognizing compensation expense or providing pro forma disclosures are not likely to be representative of the
effects on reported net income for future years. The fair value for these options was estimated at the date of grant
using a Black-Scholes option-pricing model with the following weighted average assumptions for the three years
ended June 29, 2002: F-20 Fiscal 2002 Fiscal 2001 Fiscal 2000 --------------- ---------------- --------------- Risk- Free
Interest Rate 3.3% 3.5% 4.6% Expected Option Lives 3-5 years 3-4 years 3-4 years Expected Volatilities 0.883 0.871
0.749 Expected Dividend Yields 0% 0% 0% Weighted Average Fair Value of Options Granted $1.85 $6.51 $7.67 The
Black-Scholes option valuation model was developed for use in estimating the fair value of traded options that have
no vesting restrictions and are fully transferable. In addition, option valuation models require the input of highly
subjective assumptions including the expected stock price volatility. Because the Company's employee stock options
have characteristics significantly different from those of traded options, and because changes in the subjective input
assumptions can materially affect the fair value estimate, in management's opinion, the existing models do not
necessarily provide a reliable single measure of the fair value of the Company's employee stock options. For the
purposes of pro forma disclosures, the estimated fair value of the equity awards is amortized to expense over the
options vesting period. The Company's pro forma information is as follows: Fiscal Year ----------- 2002 2001 2000 ----
---- ----- Net (loss) income $ (5,247,789) $ (11,770,350) $19,598,567 Pro forma stock option expense (3,711,672)
(5,034,461) (1,220,369) ------------ ------------- ---------- Pro forma net (loss) income $ (8,959,461) $ (16,804,811)
$18,378,198 ============ ============== ============ Pro forma basic net (loss) income per share $
(0.33) $(0.65) $ 0.84 ======= ======= ====== Pro forma diluted net (loss) income per share $ (0.33) $(0.65) $
0.76 ======= ======= ====== F-21 NOTE 13 - DEFINED CONTRIBUTION PLAN: The Company maintains a
defined contribution plan ("401(k)") that covers substantially all employees meeting certain service requirements. The
Company, in its sole discretion, makes matching cash contributions up to specified percentages of employees'
contributions and makes additional discretionary contributions if the Company achieves certain profitability
requirements. For Fiscal 2002, Fiscal 2001, and Fiscal 2000, the Company's expenses related to the 401(k) were
$235,000, $224,000, and $168,000, respectively. NOTE 14- INCOME TAXES: (Loss) income before income taxes in
the accompanying consolidated statements of operations consists of the following: Year Ended ---------- June 29, June
30, July 1, 2002 2001 2000 ------------ ------------- ------------ United States $(3,104,734) $ (126,216) $27,000 Foreign
(3,545,885) (12,574,983) 16,820,178 ----------- ------------ ----------- $(6,650,619) $(12,701,199) $16,847,178
=========== ============ =========== The benefit for income taxes is comprised of the following: Year
Ended ---------- June 29, June 30, July 1, 2002 2001 2000 ---- ---- ---- Current: United States $ -- $591,230 $298,000
Foreign -- -- -- 1,183,000 Deferred: United States (1,120,509) (525,265) (4,522,579) Foreign (282,321) (996,814)
290,190 ------------ ---------- ------------ $ (1,402,830) $ (930,849) $ (2,751,389) ============ ==========
============ Deferred income tax assets and liabilities reflect the net tax effects of (a) temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for
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income tax purposes and (b) operating loss carryforwards. The tax effects of significant items comprising the
Company's deferred tax assets and liabilities as of June 29, 2002 are as follows: F-22 United States Foreign -------------
------- Federal State Hong Kong Europe Total ------- ----- --------- ------ ----- Deferred Tax Liabilities:
------------------------- Difference between book and tax basis of property $ -- $ -- $(866,609) $ -- $(866,609) Other
deferred liabilities (115,876) -- (15,250) (131,126) ---------- ----------- ------------ ----------- --------- Total deferred
liabilities $ (115,876) $ -- $ (881,859) $ -- $ (997,735) ========== =========== ============
=========== ========== Deferred Tax Assets: Operating loss carryforwards 2,707,568 168,681 1,322,026
1,087,409 5,285,684 Reserves not currently deductible 256,789 12,032 -- -- 268,821 Depreciation 157,483 9,836 -- --
167,319 Compensation accruals 2,562,229 172,131 -- -- 2,734,360 Difference between book and tax basis of property
128,840 7,879 -- -- 136,719 Tax credits 128,799 -- -- -- 128,799 Amortization 604,333 19,462 -- -- 623,795
Contributions carryover 307,543 25,973 -- -- 333,516 Other deferred tax assets 2,359 3,718 -- 66,120 72,197 ----------
----------- ------------ ----------- ---------- Total deferred tax assets $6,855,943 $ 419,712 $ 1,322,026 $ 1,153,529
$9,751,210 ========== =========== ============ =========== ========== Less: valuation allowance
-- -- -- (1,153,529) (1,153,529) ---------- ----------- ------------ ----------- ---------- Net deferred tax asset $6,740,067 $
419,712 $ 440,167 $ -- $7,599,946 ========== =========== ============ =========== ========== The
net deferred tax assets included in "Prepaid expenses and other current assets" in the accompanying consolidated
balance sheet at June 29, 2002 was $706,584 and the net deferred tax assets included in "Other assets" in the
accompanying consolidated balance sheet at June 29, 2002 was $6,893,362. The tax effects of significant items
comprising the Company's deferred tax assets and liabilities as of June 30, 2001 are as follows: United States Foreign
------------- ------- Federal State Hong Kong Europe Total ------- ----- --------- ------ ----- Deferred Tax Liabilities:
------------------------- Difference between book and tax basis of property $ -- $ -- $(1,202,322) $ -- $(1,202,322)
---------- ----------- ----------- ----------- ----------- Other deferred liabilities -- -- $ (4,754) (6,670) (11,424) ----------
----------- ----------- ----------- ----------- Total deferred liabilities $ -- $ -- $(1,207,076) $ (6,670) $(1,213,746)
========== =========== =========== =========== =========== F-23 Deferred Tax Assets: Operating
loss carryforwards 3,354,524 314,781 1,065,000 2,158,984 6,893,289 Reserves not currently deductible 356,592
22,879 -- 14,054 393,525 Depreciation 122,728 10,348 -- 14.787 147,863 Compensation accruals 1,062,677 85,146 --
-- 1,147,823 Difference between book and tax basis of property 266,090 26,056 -- -- 292,146 Tax credits 128,799 -- --
-- 128,799 Amortization 428,533 8,954 -- -- 437,487 Contributions carryover 882 4,196 -- -- 5,078 Other deferred tax
assets 123,329 22,678 -- -- 146,007 ---------- ----------- ----------- ----------- ----------- Total deferred tax assets
$5,844,154 $ 495,038 $ 1,065,000 $ 2,187,825 $ 9,592,017 ========== =========== ===========
=========== =========== Less: valuation allowance -- -- -- (2,181,155) (2,181,155) ---------- ----------- -----------
----------- ----------- Net deferred tax asset $5,844,154 $ 495,038 $ (142,076) $ -- $ 6,197,116 ==========
=========== =========== =========== =========== The net deferred tax assets included in "Prepaid
expenses and other current assets" in the accompanying consolidated balance sheet at June 30, 2001 was $477,747 and
the net deferred tax assets included in "Other assets" in the accompanying consolidated balance sheet at June 30, 2001
was $5,719,369. Since July 1998, the Company's Hong Kong subsidiary's annual tax rate has been 8.0%. The
Company currently does not pay taxes or import/export duties in the PRC on its processing activities, but there can be
no assurance that the Company will not be required to pay such taxes or duties in the future. Income derived from
Hong Kong business activities is taxed separately from the PRC. The Company has never paid any income or turnover
tax to the PRC on account of its processing activities in the PRC. Existing PRC statutes can be construed as providing
for a minimum of 10% to 15% income tax and a 3% turnover tax on the Company's business activities; however, the
PRC has never attempted to enforce those statutes. The Company has been advised that the PRC's State Tax Bureau is
reviewing the applicability of those statutes to processing activities of the type engaged in by the Company, but it has
not yet announced any final decisions as to the taxability of those activities. After consultation with its tax advisors,
the Company does not believe that any tax exposure it may have on account of its operations in the PRC will be
material to its financial statements. The Company does not provide for U.S. federal income taxes on undistributed
earnings of its foreign subsidiaries as it intends to permanently reinvest such earnings. Undistributed earnings of its
foreign subsidiaries approximated $41,761,000 as of June 29, 2002. It is not practicable to estimate the amount of tax
that might be payable on the eventual remittance of such earnings. Upon eventual remittance, no withholding taxes
will be payable under current law. As of June 29, 2002, Concord had net operating loss carryforwards for U.S. tax
purposes of approximately $12,630,000, of which approximately $4,257,000 and $3,982,000 as of June 29, 2002 and
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June 30, 2001, respectively, were attributable to deductions associated with stock option exercises. The net operating
loss carryforwards expire as follows: $854,000 in 2008, $2,716,000 in 2009, $4,094,000 in 2010, $390,000 in 2014
and the balance thereafter. Net operating losses of approximately $1,705,000 for state tax purposes begin expiring in
2021. Additionally, the Company has approximately $19,562,000, of which $16,525,000 relates to Hong Kong, of
operating loss carryforwards related to its foreign operations which have no expiration dates. F-24 As of June 29,
2002, management evaluated the Company's deferred tax asset. As part of assessing the realizability of its deferred tax
assets, management evaluated whether it is more likely than not that some portion, or all of its deferred tax assets, will
be realized. The realization of its U.S. and Hong Kong deferred tax assets relates directly to the Company's tax
planning strategies and the ability to generate taxable income for U.S. federal and state tax purposes and Hong Kong
purposes. As of June 29, 2002, based on all the available evidence, management determined that it is more likely than
not that its U.S. and Hong Kong deferred tax assets will be fully realized. Accordingly, there was no valuation
allowance recorded against its U.S. deferred tax asset at June 29, 2002. The Company's management also evaluated its
European deferred tax assets and determined that a full valuation allowance of $1,153,529 and $2,181,155 at June 29,
2002 and June 30, 2001, respectively, was appropriate. For Fiscal 2002, Fiscal 2001, and Fiscal 2000, the Company's
effective tax rate was (21.1%), (7.3%), and (16.3%), respectively. The Company's future effective tax rate will depend
on the mix between foreign and domestic taxable income and losses, and the statutory rates of the related tax
jurisdictions. Historically, the Company had maintained full valuation allowances against its deferred tax assets. As of
July 1, 2000, based on all the available evidence, management determined that it is more likely than not that its U.S.
deferred tax assets will be fully realized. Accordingly, the valuation allowance was reversed in full and $4,517,580
was recognized as a deferred tax asset at July 1, 2000. A reconciliation of income tax expense computed at the
statutory U.S. federal rate to the actual benefit for income taxes is as follows: Year Ended ---------- June 29, June 30,
July 1, 2002 2001 2000 -------- -------- ------- Computed tax (benefit) at statutory U.S. federal tax rates $ (2,327,717) $
(4,445,419) $ 5,728,040 Earnings of foreign subsidiaries subject to a different tax rate 2,056,778 3,461,949
(2,994,480) Reversal of valuation allowance -- -- (6,024,148) U.S. permanent differences 44,461 -- -- U.S. federal
minimum tax -- -- 95,000 Utilization of European valuation allowance (1,123,495) -- -- State income tax, net of
federal benefit (78,314) 75,762 203,000 Other 25,457 (23,141) 241,199 ----------- ---------- ------------ Benefit for
income taxes $(1,402,830) $ (930,849) $ (2,751,389) =========== ========== ============ F-25 NOTE 15-
COMMITMENTS AND CONTINGENCIES: Offices and Warehouses United States The Company's principal
offices, including the U.S. design center, are approximately 15,000 square feet at 4000 Hollywood Blvd., Hollywood,
Florida. The Company's domestic warehouse is approximately 13,700 square feet, about 825 square feet of which is
office space, in Fort Lauderdale, Florida. The Company's leases for these facilities provide for rent of approximately
$23,000 and $7,500 per month, respectively, with annual increases of 4% and 3%, respectively, and expire on
September 30, 2010, and January 31, 2009, respectively. Hong Kong The Company leases a total of approximately
32,915 square feet of office, business and warehouse space comprised of one floor under a lease expiring in 2047, and
four floors under a lease expiring in July 2004, at Concord Technology Centre, Texaco Road, Tsuen Wan, New
Territories, Hong Kong at a cost of approximately $16,200 per month including rent and maintenance. PRC
Operations The Company manufactures its products at the Company-owned manufacturing facilities located in the
Longgang District of Shenzhen, PRC (the "Company Facility"). The Company leases employee dormitories and
canteens (the "Dormitories") at a cost of approximately $44,000 per month. The aggregate square footage of the
Company Facility and the Dormitories is in excess of 600,000 square feet. In Fiscal 2000, the Company completed an
expansion to increase the aggregate size of the Company facility. The Company also opened a new production facility
dedicated to digital image capture device manufacturing. In connection with these construction activities, the
Company incurred costs of approximately $4,000,000. Such costs are being amortized over the expected useful life of
the expanded facilities. The current processing agreement with the PRC expires in October 2006. The Company
expects to renew its agreement and intends to continue to expand its operations in the PRC, but there can be no
assurance that the processing agreement will be extended or renewed and the Company will be able to continue to
operate in the PRC. Pursuant to a land use agreement, the Company has the title and right to use the land upon which
the Company facility sits through the year 2038. At the end of the term, title and ownership to the land and Company
facility transfer to a PRC governmental agency. At that time, the Company will have the right to lease the PRC land
and improvements thereon at then prevailing rates. Other Jurisdictions The Company owns an 11,000 square foot
building on a one-half acre parcel in the UK that is used in connection with its operations in the UK. The Company
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also leases warehouse and/or office space in France, Canada, and Germany in connection with the activities of its
subsidiaries in those jurisdictions. Leases The Company also leased various fixed assets that have been classified as
capital leases. The initial terms of such capital leases ranged from three to five years and expired at various times
through June 29, 2002. Monthly payments on those leases ranged from approximately $300 to $45,000. During Fiscal
2002, the Company paid off the remaining balance of its capital lease obligations. The following is a summary of
assets under capitalized leases: June 29, June 30, 2002 2001 -------- -------- Assets under capitalized leases $ --
$3,555,457 Less: accumulated amortization -- (1,578,641) -------------- ---------- $ -- $1,976,816 ==============
========== F-26 Future minimum rental payments are as follows: Fiscal Year Operating leases -----------
---------------- 2003 $1,493,727 2004 $1,043,627 2005 $ 717,540 2006 $ 654,608 2007 $ 488,028 Thereafter
$2,066,478 --------- Total minimum payments $ 6,464,008 =========== Rental expense for operating leases of
approximately $1,628,000, $1,943,000, and $1,204,000 was incurred for Fiscal 2002, Fiscal 2001 and Fiscal 2000,
respectively. Executive SERPS and Employment Agreements Pursuant to the employment agreement between the
Company and Ira B. Lampert dated as of May 1, 1997, as amended (the "Lampert Agreement"), Mr. Lampert serves in
the capacities of Chairman, Chief Executive Officer and President of the Company. The Lampert Agreement provides
for an annual salary of $900,000 (voluntarily reduced effective as of July 1, 2001 to $800,000 per annum), has a term
of four years and provides for the term of employment to be automatically extended for one additional day for each
day of the term of employment during which neither party notifies the other that the term should not be extended. The
Lampert Agreement prohibits Mr. Lampert from competing with the Company for a one-year period following the
termination of his employment with the Company. Pursuant to the Lampert Agreement, the Company adopted a
supplemental executive retirement plan which was later amended and restated as of April 19, 2000 (the "Lampert
SERP") for the benefit of Mr. Lampert. A specified amount, currently $500,000, is credited to the Lampert SERP
account each year (the "Yearly Credit"). The Yearly Credits are 100% vested and not subject to forfeiture. Each time
the Company credits a Yearly Credit to the Lampert SERP account, the Company simultaneously contributes an
amount equal to such credit to a trust established for the purpose of accumulating funds to satisfy the obligations
incurred by the Company pursuant to the Lampert SERP. The Company also has employment agreements with its
other executive officers that provide for annual salaries ranging from approximately $180,000 to $450,000, plus
certain other fringe benefits. These agreements prohibit the executives from competing with the Company for one year
following termination of employment with the Company. Each agreement contains, among other things, termination
provisions that may result in the Company being obligated to make severance payments equal to one year's base salary
plus certain other fringe benefits. In connection with a one-time grant of deferred compensation to the following
executive officers, effective as of April 19, 2000, the Company adopted a Supplemental Executive Retirement Plan
and Agreement for the benefit of each of Brian F. King, Keith L. Lampert, Urs W. Stampfli and Harlan I. Press (the
"Executive SERPs"). The Company simultaneously contributed the following amounts to trusts established for the
purpose of holding funds to satisfy the Company's obligations under each of the Executive SERPs: (i) under the plan
for Brian F. King, $750,000; (ii) under the plan for Keith L. Lampert, $450,000, (iii) under the plan for Harlan I.
Press, $165,000, and (iv) under the plan for Urs W. Stampfli, $110,000. The amounts in the Executive SERP accounts
vest, so long as the executive continues to be employed by the Company, in three equal annual installments beginning
January 1, 2001 or immediately upon: (i) a change of control of the Company; or (ii) a termination of the executive's
employment by the Company without cause. The Company simultaneously approved a one-time grant of deferred
compensation to Ira B. Lampert in the amount of $1,549,999 with the same vesting schedule as under the Executive
SERPs. The Lampert SERP includes appropriate terms to govern the one-time grant of deferred compensation to Mr.
Lampert. F-27 In connection with a one-time grant of deferred compensation to Gerald J. Angeli as of July 31, 2001,
the Company adopted a Supplemental Executive Retirement Plan and Agreement (the "Angeli SERP") for the benefit
of Mr. Angeli and contributed $115,000 to a trust established for the purpose of holding funds to satisfy its obligations
under the Angeli SERP. The amounts in the Angeli SERP account vest, so long as Mr. Angeli continues to be
employed by the Company, in five annual installments increasing from $11,500 on June 11, 2002 and 2003, to
$23,000 on June 11, 2004 and $34,500 on June 11, 2005 and 2006. The Lampert SERP and the Executive SERPs
balances, including investment earnings, are recorded as a deferred compensation asset and the related vested balances
are recorded as a deferred compensation liability. See Note 7, "Other Assets", and Note 10, "Other Liabilities", of the
accompanying notes to the consolidated financial statements. Customer Supply Agreement Under a July 1999 OEM
supply agreement which expired in January 2002, an OEM customer submitted a claim which has been disputed by
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the Company. The Company is currently in discussions with the customer. The Company believes it has adequately
provided for the claim and that amounts accrued as of June 29, 2002 are sufficient. License and Royalty Agreements
Effective January 1, 2001, the Company entered into a new twenty-year license agreement with Fuji Photo Film Ltd
("Fuji"). Under the new license agreement, Fuji granted to Concord a worldwide (excluding Japan until January 1,
2005) non-exclusive license to use Fuji's portfolio of patents and patent applications related to single use cameras. In
consideration of the license, Concord has agreed to pay a license fee and certain royalty payments to Fuji.
Accordingly, a significant portion of the balance for patents, trademarks and licenses, net in other assets in the
accompanying consolidated balance sheets at June 29, 2002 and June 30, 2001 was an asset associated with the Fuji
license. Concord has also recorded as a liability a corresponding amount that was included in licensing related
obligations in other liabilities in the accompanying consolidated balance sheets at June 29, 2002, and June 30, 2001
which was equal to the present value of future license fee payments. Because these recorded amounts were the result
of a non-cash transaction, they are not reflected in the changes in other assets and other liabilities in the accompanying
consolidated statement of cash flow for Fiscal 2001. Additionally, the Company has other license and royalty
agreements that require the payment of royalties based on the manufacture and/or sale of certain products. The
Company's license and royalty agreements expire at various dates through Fiscal 2021. In August 2002, the Company
entered into two trademark licensing agreements with the entity that purchased the assets of Polaroid in an asset
purchase transaction approved by the U.S. Bankruptcy Court supervising the Polaroid reorganization. See Note 24,
"Subsequent Events" of the accompanying notes to the consolidated financial statements. F-28 NOTE 16--
LITIGATION AND SETTLEMENTS: In July 2002, an amended class action complaint was filed against the
Company and certain of its officers in the United States District Court for the Southern District of Florida by
individuals purporting to be shareholders of the Company. The lead plaintiffs in the amended complaint seek to act as
representatives of a class consisting of all persons who purchased the Company's Common Stock during the period
from May 1, 2000 through June 22, 2001, inclusive (the "Class Period"). The complaint asserts, among other things,
that the Company made untrue statements of material fact and omitted to state material facts necessary to make
statements made not misleading in periodic reports it filed with the Securities and Exchange Commission and in press
releases it made to the public regarding its operations and financial results. The allegations are centered around claims
that at the outset the Company failed to disclose that the transaction with then customer, KB Gear Interactive, Inc.
("KB Gear"), was a highly risky transaction, claims that throughout the Class Period the Company failed to disclose
that a large portion of its accounts receivable was represented by a delinquent and uncollectible balance due from then
customer, KB Gear, and claims that such failure artificially inflated the price of the Common Stock. The complaint
seeks unspecified damages, interest, attorneys' fees, costs of suit and unspecified other and further relief from the
court. The Company intends vigorously to defend the lawsuit. The lawsuit is in the earliest stage and discovery has not
yet commenced. The Company filed a motion to dismiss the lawsuit on August 30, 2002. Although the Company
believes this lawsuit is without merit, its outcome cannot be predicted, and if adversely determined, the ultimate
liability of the Company, which could be material, cannot be ascertained. On September 17, 2002, the Company was
advised by the staff of the Securities and Exchange Commission that it is conducting an informal inquiry related to the
matters described above. In April 2002, a patent infringement complaint was filed by the Massachusetts Institute of
Technology and Electronics for Imaging, Inc. against 214 defendants, including the Company, in the United States
District Court for the Eastern District of Texas. The complaint asserts that the defendants have offered for sale and
sold products that infringe United States Patent No. 4,500,919, entitled Color Reproduction System, which patent
expired on May 4, 2002. The complaint seeks unspecified damages, interest, attorneys' fees, costs of suit and
unspecified other and further relief from the court. Although the Company believes this lawsuit is without merit, its
outcome cannot be predicted, and if adversely determined, the ultimate liability of the Company, which could be
material, cannot be ascertained. All of the Company's litigation and arbitration proceedings with its former chief
executive officer, Jack C. Benun ("Benun"), have been concluded. In early October 2001, the Company realized the
award of $1,133,246 plus $45,175 of post award interest for a total of $1,178,421 and a total of $202,740 was remitted
to Benun in payment of a loan previously made by Benun to the Company. The award was recorded as other income
and included under the caption "Other (income), net" in the accompanying condensed consolidated statement of
operations for Fiscal 2002. As a result of the foregoing, the New Jersey action instituted by Benun was dismissed with
prejudice. The Company is involved from time to time in routine legal matters incidental to its business. In the opinion
of our management, the resolution of such matters will not have a material adverse effect on its financial position or
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results of operations. NOTE 17 - RELATED PARTY TRANSACTIONS: On May 1, 2002, the Company entered into
a consulting agreement with William J. Lloyd, a member of the Board of Directors. Pursuant to the agreement, Mr.
Lloyd is to provide consulting services to the Company on an as needed basis in exchange for a $5,000 per month
retainer payable at the end of each calendar month and reimbursement of all reasonable business expenses. The term
of the agreement continues from May 1, 2002 until terminated by either party and may be terminated by either party
upon providing thirty days notice. A corporation controlled by J. David Hakman has provided consulting services to
the Company since 1997 pursuant to an engagement agreement entered into on September 25, 1997, as later amended
and supplemented (the "Hakman Agreement"). Pursuant to the Hakman Agreement, the Company granted a warrant
with a five-year term expiring September 25, 2002 to purchase up to 260,000 shares of Common Stock at an exercise
price of $2.25 per share to the corporation controlled by Mr. Hakman. In October 2000, the corporation exercised the
warrant as to all 113,000 shares that had vested up until that time. As of June 29, 2002 147,000 shares remained
subject to the warrant and 20,000 of those shares were vested and exercisable. See Note 24, "Subsequent Events".
F-29 NOTE 18 - RESTRUCTURING INITIATIVES AND OTHER CHARGES: During the fourth quarter of the
Fiscal 2001, the Company announced a restructuring and cost containment initiative ("Restructuring Initiative") to
improve its competitiveness and operating efficiency and to reduce its cost structure. The Restructuring Initiative was
fully implemented by the end of Fiscal 2002 and consisted of facilities consolidation, the closure of the Company's
single use camera short run labeling facility in the United States, and the termination of approximately 71 employees
primarily employed in manufacturing, engineering, sales and marketing and administration functions. The Company
has also reduced its manufacturing workforce in the PRC by approximately 2,000 workers. Costs accrued for the
Restructuring Initiative were approximately $1,400,000, which were comprised of approximately $400,000 related to
the closure of facilities and approximately $1,000,000 related to personnel redundancy costs. During Fiscal 2002, the
Company incurred approximately $952,000 in payments related to personnel redundancy costs and facilities
consolidation. During the fourth quarter, the Company reversed the remaining accrual balance of $448,000 by
recording a corresponding reduction in cost of products sold and general and administrative expenses in the amounts
of $135,000 and $313,000, respectively. The table below summarizes the balance of the accrued Restructuring
Initiative liability and the utilization of that accrual during Fiscal 2002: Accrued Accrued Balance Balance June 30,
2001 Payments Reversals June 29, 2002 ------------- ----------- ------------ ------------- Personnel redundancy $ 1,000,000
$ (762,000) $ (238,000) $ -- Facilities consolidation 400,000 (190,000) (210,000) -- ----------- ---------- ----------
--------- $ 1,400,000 $ (952,000) $ (448,000) $ -- =========== ========== ========== ========= In the
accompanying consolidated balance sheet at June 30, 2001, the Company recorded approximately $1,400,000 in
accrued expenses related to the Restructuring Initiative. In the accompanying consolidated statement of operations for
Fiscal 2001, the Company recorded approximately $500,000 and $900,000 related to the Restructuring Initiative under
costs of products sold and general and administrative expenses, respectively. During the third quarter of Fiscal 2002,
the Company recognized a provision for inventory of approximately $2,250,000 principally related to the
rationalization of sub-one megapixel digital inventory comprised of components and finished goods. The Company
recorded the provision for inventory in costs of products sold in the accompanying statements of operations. During
the second quarter of Fiscal 2002, the Company recognized a provision related to accounts receivable of $960,000
("Kmart Provision") associated with Kmart Corporation ("Kmart"), which filed for protection under Chapter 11 of the
U.S. Bankruptcy Code on January 22, 2002. In the third quarter of Fiscal 2002, the Company recorded a recovery of
approximately $288,000 associated with the sale to a third party of the Kmart account receivable. The initial provision
for doubtful accounts recorded in the second quarter of Fiscal 2002 and subsequent recovery in the third quarter of
Fiscal 2002 were included in general and administrative expenses in the accompanying consolidated statements of
operations. F-30 During the first quarter of Fiscal 2002, the Company recognized a provision for doubtful accounts of
approximately $1,611,000, and a provision for inventory of approximately $1,761,000. Both of these provisions
related to Polaroid Corporation ("Polaroid"), which filed for protection under Chapter 11 of the U.S. Bankruptcy Code
on October 12, 2001, and were included in general and administrative expenses and cost of products sold,
respectively, in the accompanying consolidated statement of operations for Fiscal 2002. In the third quarter of Fiscal
2002, the Company recorded approximately $750,000 of income by relieving part of the $1,761,000 provision related
to the Polaroid inventory as a result of sales to Polaroid of Polaroid inventory. During the fourth quarter of Fiscal
2001, the Company recognized a provision for doubtful accounts of approximately $15,800,000, and a provision for
inventory of approximately $2,714,000. These provisions related to a former OEM customer and were included in
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general and administrative expense and cost of products sold, respectively, in the accompanying consolidated
statements of operations for Fiscal 2001. Additionally, in the fourth quarter of Fiscal 2001, the Company recorded a
$2,000,000 provision resulting from inventory written down to the lower of cost or market value. These costs were
included in the cost of products sold in the accompanying consolidated statement of operations for Fiscal 2001. NOTE
19- RECOVERY OF OPERATING EXPENSES, NET: In April 2002, the Company uncovered a fraudulent scheme
including check forgery by a former employee, which resulted in the embezzlement of approximately $1,250,000 over
an eighteen-month period ending in April 2002, the preponderance of which occurred in Fiscal 2002. To date, the
Company's ongoing investigation confirms that the former employee acted alone and the misappropriated funds have
been identified. The Company expects to recover the full amount of the embezzlement from a combination of
insurance proceeds and assets secured and to be recovered from the individual. Accordingly, the recovery of
approximately $1,250,000, net of an approximate $95,000 cash recovery resulting in a net receivable of $1,155,000,
has been recorded as an accrued receivable and is included in prepaid and other current assets in the accompanying
consolidated balance sheet as of June 29, 2002. In addition, the Company has recorded under the caption recovery of
operating expenses, net in the accompanying consolidated statement of operations for Fiscal 2002, approximately
$1,150,000 related to the recovery, which is net of approximately $100,000 of expenses related to the investigation
and recovery efforts. The entire amount of the recovery was recorded in the third quarter of Fiscal 2002 due to the fact
that it is impractical to determine the impact on Fiscal 2002 quarterly periods. The embezzled amounts related to the
prior fiscal year were not significant. NOTE 20- TERMINATED ACQUISITION COSTS: Terminated acquisition
costs of approximately $800,000 for Fiscal 2001 were related to a proposed acquisition that was not consummated.
Negotiations regarding this acquisition were terminated in September 2000. NOTE 21 - OTHER (INCOME), NET:
Included in the accompanying consolidated statements of operations under the caption, other (income), net is the
following: June 29, June 30, July 1, 2002 2001 2000 -------- -------- ------- Investment income $(2,350,588)
$(5,123,000) $(1,359,231) Arbitration Award (1,178,421) -- -- Foreign currency (gain) loss, net (193,543) (348,283)
143,427 Other expense, net 662,389 579,858 334,042 ----------- ----------- ----------- Other (income), net $(3,060,163)
$(4,891,425) $ (881,762) =========== =========== =========== F-31 NOTE 22 - GEOGRAPHIC AREA
INFORMATION: Pursuant to SFAS No. 131, Disclosure About Segments of a Business Enterprise and Related
Information, the Company is required to report segment information. Since the Company operates in only one
business segment, imaging equipment, and sells only one type of product, image capture devices, no additional
segment reporting is required. SFAS No. 131 also requires certain revenue disclosures of geographic information
based on the Company's determination as to which regions such revenues were attributed. Accordingly, for purposes
of the disclosure, the Company attributed RSD sales to the region where the customer's home office was located and
all OEM sales were attributed to Asia. A summary of selected financial information regarding the Company's
geographic operations (the Americas consist of the United States, Canada, and Latin America; Europe consists of the
United Kingdom and the other countries in the European Union; Asia consists of Hong Kong and the PRC) is set forth
below: Year Ended ---------- June 29, June 30, July 1, Sales made to unaffiliated customers: 2002 2001 2000 --------
-------- ------- Americas $ 68,703,000 $ 56,840,000 $ 28,948,000 Europe 26,257,000 26,315,000 25,285,000 Asia
34,357,000 96,906,000 113,487,000 -------------- ------------- ------------ Total $ 129,317,000 $ 180,061,000
$167,720,000 ============= ============= ============ F-32 June 29, June 30, Identifiable assets: 2002
2001 ------------ -------- Americas $ 139,722,000 $ 120,449,000 Europe 9,284,000 11,262,000 Asia 49,070,000
81,955,000 ------------- ------------- Total $ 198,076,000 $ 213,666,000 ============= ============= In Fiscal
2002, each of the following customers accounted for at least 10% of consolidated net sales: Walgreen Co.
("Walgreens") and Wal-Mart Stores, Inc. These companies represented the Company's two largest customers
generating net sales of approximately $25,395,000 (19.6% of total net sales) and $24,048,000 (18.6% of total net
sales), respectively. The loss of any one of these customers or significantly reduced sales to these customers could
have a material adverse impact to the financial statements. In Fiscal 2001, each of the following customers accounted
for at least 10% of consolidated net sales: KB Gear, (former customer), Walgreens, and Eastman Kodak Company
("Kodak"). Net sales to these companies were approximately $26,216,000 (14.6% of total net sales), $25,854,000
(14.4% of total net sales) and $22,614,000 (12.6% of total net sales), respectively. In Fiscal 2000, each of the
following customers accounted for at least 10% of consolidated net sales: Polaroid and Kodak. Net sales to these
companies were approximately $43,463,000 (25.9% of total net sales) and $38,787,000 (23.1% of total net sales),
respectively. No other customer accounted for 10% or more of consolidated net sales during Fiscal 2002, Fiscal 2001
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or Fiscal 2000. F-33 NOTE 23 - QUARTERLY RESULTS (UNAUDITED): (Dollars in thousands except per share
data) Quarter Ended ------------- Sept 29, Dec 29, Mar 30, June 29, 2001 2001 2002 2002 -------- ------- ------- --------
Net sales $32,887 $39,266 $26,422 $30,742 Gross profit 5,744 7,328 1,807 4,094 (Loss) income before income taxes
(1,438) (1,414) (3,965) 166 Net (loss) income (1,269) (1,555) (3,348) 924 Basic (loss) earnings per share $(0.04)
$(0.06) $(0.12) $0.03 Diluted (loss) earnings per share $(0.04) $(0.06) $(0.12) $0.03 Quarter Ended ------------- Sept
30, Dec 30, Mar 31, June 30, 2000 2000 2001 2001 -------- ------- ------- -------- Net sales $61,280 $58,126 $23,798
$36,857 Gross profit 14,287 12,613 416 147 Income (loss) before income taxes 6,764 7,275 (3,535) (23,205) Net
income (loss) 6,206 6,787 (3,737) (21,026) Basic earnings (loss) per share $0.28 $0.25 $(0.14) $(0.77) Diluted
earnings (loss) per share $0.25 $0.23 $(0.14) $(0.77) In connection with the adoption of EITF 00-25 in the second
quarter of Fiscal 2002, the Company reclassified approximately $702,000 and $1,444,000, for the first quarter of
Fiscal 2002 and Fiscal 2001, respectively, of variable selling expenses, consisting primarily of advertising and
promotional allowances, as a reduction of net sales resulting in a corresponding reduction of gross profit and selling
expenses with no effect on net income. NOTE 24 - SUBSEQUENT EVENTS On August 15, 2002, the Company
repurchased their outstanding $15,000,000 11% Senior Notes due 2005. The Company paid slightly below par to
repurchase and cancel the Senior Notes, and incurred at the time of repurchase approximately $300,000 of expense
associated with capitalized note and credit costs related to the repurchase. F-34 On August 26, 2002, the Company
announced it entered into two trademark licensing agreements with the entity that purchased the assets of Polaroid in
an asset purchase transaction approved by the U.S. Bankruptcy Court supervising the Polaroid reorganization. The
two license agreements provide the Company with the exclusive, worldwide use of the Polaroid brand trademark in
connection with the manufacture, distribution, promotion and sale of single use cameras and traditional film based
cameras, including zoom cameras, and certain related accessories. The licenses do not include instant or digital
cameras. Each license includes an initial term of three and a half years and may be renewed, at Concord's option, for
an additional three-year period. Each license agreement includes provisions for the payment of $3,000,000 of
minimum royalties, which will be fully credited against percentage royalties. In August 2002, the Company paid a
total of $4,000,000, which represented $2,000,000 for each license agreement, as partial payment of the minimum
royalties. The Hakman Agreement expired on August 31, 2002 and the corporation controlled by Mr. Hakman holds
the right to exercise 77,000 vested shares of Common Stock subject to the warrant including 57,000 shares which
vested on July 31, 2002. See Note 17, "Related Party Transaction". Since the Hakman agreement expired on August
31, 2002, the remaining 70,000 unvested shares subject to the warrant will remain unexercisable until the warrant
expires. The warrant will expire, to the extent not theretofore exercised, on September 25, 2002. F-35 Schedule II
CONCORD CAMERA CORP. VALUATION AND QUALIFYING ACCOUNTS AND RESERVES Column A
Column B Column C Column D Column E Additions Balance at Charged to Charged to beginning of costs and other
Balance at end Description period expenses accounts Deductions of period ----------- ------------ ---------- ----------
---------- -------------- 1. Provision for doubtful accounts, discounts and allowances Fiscal Year: 2000 $ 399,705 $
25,179 -- -- $ 424,884 2001 $ 424,884 $ 277,944 -- -- $ 702,828 2002 $ 702,827 $1,888,856 -- -- $2,591,683 Note:
This schedule does not include approximately $15,800,000 related to a provision recorded for doubtful accounts in
Fiscal 2001. 2. Deferred tax valuation allowance Fiscal Year: 2000 $6,024,148 -- -- $6,024,148 $ -- 2001 --
$2,181,155 -- -- $2,181,155 2002 $2,181,155 -- -- $1,027,626 $1,153,529 F-36
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