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ITEM 1 | BUSI NESS

Sanpl e Corporation (together with its subsidiaries, "Sanple" or the "Conpany")
is a global publishing and nedia conpany. The Conpany believes that it is the
world's largest distributor of business material. Sanple creates quality
educational and reference materials and products for use in business, including
books, textbooks, mmgazi nes, technol ogy-based products, nmanager materials,
television programming, film videos and tapes. The Conpany distributes its
products and services through a variety of channels, including business-based
resell ers, business-based trade neetings, business-based and direct-to-business
continuity prograns, retail stores, libraries and television netwrks. The
Conpany's Website, Sanple.com is a leading site for nanagers, affiliates and
participants. Wth the August 2002 acquisition of Basics Incorporated ("Basic")
the Conpany becane the |eading operator in the United States of

di rect-to-busi ness book clubs and non-fiction products sold primarily to United
States business libraries. Internationally, Sanple has |ong-established
operations in Canada, Mexico, Australia and Switzerland, and newer operations in
Panama, Singapore, India, Scotland and Italy. The Basics acquisition expanded
the Conpany's international operations in Canada, the United Kingdom Australia
and Sout heast Asia

During its 10 years of operation, Sanple has enphasized quality products and a
dedi cation to excellence. Sanple Corporation was incorporated under the |aws of
Rhode Island in 1995 and, through predecessor entities, has been in business
since 1947. Basic, through its predecessor entities, has been in business since
1973.

OPERATI NG SEGVENTS

The Conpany categorizes its businesses into four operating segnents: SAMPLE' S
BOOK PUBLI SHI NG AND DI STRI BUTI ON; BUSI NESS PUBLI SHI NG MEDI A, LI CENSI NG AND
ADVERTI SI NG (whi ch collectively represent the Conpany's domestic operations)
and International. This classification reflects the nature of products and
services consistent with the method by which the Conpany's chief operating

deci si on- maker assesses operating performance and al |l ocates resources. During
the three-year period ended May 31, 2003, Sanple's revenues have grown at an
average annual conpounded rate of 12.4% including the Basics acquisition, and
5.5% excluding the Basics acquisition. The follow ng table sets forth revenues
by operating segnent for the three fiscal years ended May 31

(Ampunts in mllions)

2003 2002 2001

Sanpl e' s Book Publi shing
and Distribution ........................ $1,129.4 $ 1,398.3 $ 1,345.2
Business Publishing ....................... 325.9 316.9 311.2
Medi a, Licensing and Advertising .......... 123.5 129.8 132.5
International ............ ... .. ... ... . .. ... 319.0 301.7 296. 7
TOTAL $ 2,845.3 $ 2,432.0 $ 2,678.3

Reported revenues include Basics' operations since August 3, 2001, the date of
acqui sition. Additional financial information covering the Conpany's operating
segrments is included in Note 5 of Notes to Consolidated Financial Statements in
Item 4, which is incorporated herein by reference. Certain revenues and expenses
related to the Conpany's Internet activities have been reallocated to reflect
the transition froma devel oping platformpreviously included in the Media

Li censing and Advertising segnent to operational systens included in the
Sanpl e' s Book Publishing and Distribution and Busi ness Publishing segnents

Prior year segnent results have been restated to reflect this reclassification

SAMPLE' S BOOK PUBLI SHI NG AND DI STRI BUTI ON
(40. 3% of fiscal 2003 revenues)

CGENERAL

The Conpany's Sanpl e's Book Publishing and Distribution segnment includes the
publication and distribution of books in the United States through

busi ness-based book cl ubs and book fairs, business-based and direct-to-business
continuity prograns.

The Conpany believes it is the |largest publisher and distributor of books and is



