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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
USANA HEALTH SCIENCES, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(in thousands, except per share data)

December 29,

September 28,

2001 2002
(unaudited)
ASSETS
Current assets
Cash and cash equivalents $ 2,465 §$ 6,274
Inventories, net (Note A) 9,533 8,822
Prepaid expenses and other current assets (Note B) 1,441 1,203
Deferred income taxes 750 1,239
Total current assets 14,189 17,538
Property and equipment, net (Note C) 19,489 17,735
Other assets 1,676 1,755
$ 35,354 § 37,028
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Current maturities of long-term debt $ 2,000 $ 3,071
Accounts payable 2,627 3,003
Other current liabilities (Note D) 5,114 8,586
Line of credit 4,098 1,133
Total current liabilities 13,839 15,793
Deferred income taxes 988 602
Long-term debt, less current maturities 6,000 3,429
Stockholders’ equity (Note E)
Common stock, $0.001 par value; authorized 50,000 shares, issued and outstanding 9,664 as of
December 29, 2001 and 9,189 as of September 28, 2002 10 9
Additional paid-in capital 2,359 2,227
Retained earnings 12,752 15,254
Accumulated other comprehensive loss (594) (286)
Total stockholders’ equity 14,527 17,204
$ 35,354 § 37,028

The accompanying notes are an integral part of these statements.
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USANA HEALTH SCIENCES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EARNINGS

(in thousands, except per share data)

Quarter Ended
September 29, September 28,
2001 2002
(unaudited)
Net sales $ 29,341 $ 34,787
Cost of sales 8,232 8,430
Gross profit 21,109 26,357
Operating expenses:
Associate incentives 11,187 13,429
Selling, general and administrative 8,538 9,099
Research and development 276 260
Total operating expenses 20,001 22,788
Earnings from operations 1,108 3,569
Other income (expense):
Interest income 39 24
Interest expense (186) (71)
Other, net 23) %94)
Total other income (expense) (170) (141)
Earnings before income taxes 938 3,428
Income taxes 352 1,085
Net earnings $ 586 $ 2,343
Earnings per common share (Note E)
Basic $ 006 $ 0.25
Diluted $ 006 $ 0.22
Weighted average common and dilutive common equivalent shares outstanding (Note E)
Basic 9,682 9,323
Diluted 9,708 10,608
The accompanying notes are an integral part of these statements.
4
USANA HEALTH SCIENCES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EARNINGS
(in thousands, except per share data)
Nine Months Ended
September 29, September 28,
2001 2002
(unaudited)
Net sales $ 85,561 $ 95,477
Cost of sales 24,568 24,500
Gross profit 60,993 70,977
Operating expenses:
Associate incentives 32,648 36,364



Reléagelganerdeseibpdnetnistrative 24,802 25,699
Total operating expenses 57,737 62,777
Earnings from operations 3,256 8,200
Other income (expense):
Interest income 110 61
Interest expense (653) (263)
Other, net (231) (1)
Total other income (expense) (774) (203)
Earnings before income taxes 2,482 7,997
Income taxes 931 2,799
Net earnings $ 1,551 §$ 5,198
Earnings per common share (Note E)
Basic $ 0.16 $ 0.55
Diluted $ 016 $ 0.50
Weighted average common and dilutive common equivalent shares outstanding (Note E)
Basic 9,682 9,532
Diluted 9,720 10,306
The accompanying notes are an integral part of these statements.
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USANA HEALTH SCIENCES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY
Nine Months Ended September 29, 2001 and September 28, 2002
(in thousands, except per share data)
(unaudited)
Accumulated
Additional Other
Common Stock Paid-in Retained Comprehensive
Shares Value Capital Earnings Loss Total
For the Nine Months Ended September
29,2001
Balance at December 31, 2000 9,683 § 10 § 2364 $ 10,581 $ (82) $ 12,873
Comprehensive income
Net earnings — — — 1,551 — 1,551
Foreign currency translation
adjustment — — — — (240) (240)
Comprehensive income 1,311
Redemption of common stock (18) — 5) (26) — 31)
Balance at September 29, 2001 9,665 $ 10 $ 2,359 § 12,106 $ (322) $ 14,153
For the Nine Months Ended September
28,2002
Balance at December 30, 2001 9,664 $ 10 $ 2,359 § 12,752 $ (594) $ 14,527

Comprehensive income
Net earnings — — — 5,198
Foreign currency translation
adjustment — — — —

308

5,198

308



Comprehensive income 5,506
Redemption of common stock (527) 1 (328) (2,696) — (3,025)
Common stock issued under stock

option plan, including tax benefit

of $90 52 — 196 — — 196

Balance at September 28, 2002 9,189 $ 9 3 2,227 $ 15254 $ (286) $ 17,204

The accompanying notes are an integral part of this statement.
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USANA HEALTH SCIENCES, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands, except per share data)

Nine Months Ended
September 29, September 28,
2001 2002
(unaudited)
Increase (decrease) in cash and cash equivalents
Cash flows from operating activities
Net earnings $ 1,551 $ 5,198
Adjustments to reconcile net earnings to net cash provided by operating activities
Depreciation and amortization 3,001 3,116
Loss on sale of property and equipment 19 8
Deferred income taxes 631 (850)
Provision for inventory valuation 543 1,046
Changes in operating assets and liabilities:
Inventories (205) (212)
Income taxes receivable 421 —
Prepaid expenses and other assets (163) (292)
Accounts payable 1,273 361
Other current liabilities 1,702 3,418
Total adjustments 7,222 6,595
Net cash provided by operating activities 8,773 11,793
Cash flows from investing activities
Purchases of property and equipment (6,412) (1,341)
Proceeds from the sale of property and equipment 468 37
Net cash used in investing activities (5,944) (1,304)
Cash flows from financing activities
Net proceeds from the sale of common stock — 196
Redemption of common stock 31) (3,025)
Principal payments of long-term debt — (1,500)
Decrease in line of credit (1,362) (2,965)
Net cash used in financing activities (1,393) (7,294)
Effect of exchange rate changes on cash (231) 614
Net increase in cash and cash equivalents 1,205 3,809
Cash and cash equivalents beginning of period 2,900 2,465
Cash and cash equivalents end of period $ 4,105 § 6,274

Supplemental disclosures of cash flow information
Cash paid during the period for:
Interest $ 771  $ 290
Income taxes 944 2,847




The accompanying notes are an integral part of these statements.
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USANA HEALTH SCIENCES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share data)
(unaudited)

Basis of Presentation

The unaudited interim consolidated financial statements of USANA Health Sciences, Inc. and Subsidiaries (the “Company” or
“USANA”) have been prepared in accordance with Article 10 of Regulation S-X promulgated by the Securities and Exchange
Commission. Certain information and footnote disclosures normally included in financial statements prepared in accordance with
accounting principles generally accepted in the United States of America have been condensed or omitted pursuant to such rules and
regulations. In the opinion of management, the accompanying interim consolidated financial statements contain all adjustments,
consisting of normal recurring adjustments, necessary to present fairly the Company’s financial position as of September 28, 2002, and
results of operations for the quarters and nine months ended September 29, 2001 and September 28, 2002. These financial statements
should be read in conjunction with the audited consolidated financial statements and notes thereto included in the Company’s Annual
Report on Form 10-K, as amended, for the year ended December 29, 2001. The results of operations for the quarter and nine months
ended September 28, 2002 may not be indicative of the results that may be expected for the fiscal year ending December 28, 2002.

NOTE A - INVENTORIES

Inventories consist of the following:

December 29, September 28,
2001 2002

Raw materials $ 2,314 $ 2,405
Work in progress 1,610 1,716
Finished goods 6,438 6,256
10,362 10,377

Less allowance for inventory valuation 829 1,555
$ 9,533 § 8,822

The increase in the allowance for inventory valuation can be attributed to an increase in the days inventory on hand of certain
products.

NOTE B — PREPAID EXPENSES AND OTHER CURRENT ASSETS

Prepaid expenses and other assets consist of the following:

December 29, September 28,
2001 2002
Prepaid expenses $ 1,002 $ 711
Receivables, net 321 318
Other current assets 118 174
$ 1,441 $ 1,203

NOTE C - - PROPERTY AND EQUIPMENT

Cost of property and equipment and their estimated useful lives are as follows:

December 29, September 28,
Years 2001 2002
Building 40 $ 8,110 $ 8,110
Laboratory and production equipment 5-7 4,505 4,646

Computer equipment and software 3-5 15,607 15,971



Ruritepiaad fixtures 3:3 2,994 2.43H

Leasehold improvements 3-5 1,024 1,246
Land improvements 15 931 931
32,570 33,385

Less accumulated depreciation and amortization 15,055 17,905
17,515 15,480

Land 1,773 1,773
Deposits and projects in process 201 482
$ 19,489 $ 17,735

NOTE D - OTHER CURRENT LIABILITIES

Other current liabilities consist of the following:

December 29, September 28,
2001 2002

Associate incentives $ 682 $ 1,105
Accrued compensation 664 2,119
Sales taxes 534 860
Income taxes payable 187 1,426
Accrued Associate promotions 313 367
Deferred revenue 727 973
All other 2,007 1,736

$ 5114 $ 8,586

NOTE E - COMMON STOCK AND EARNINGS PER SHARE

Basic earnings per share are based on the weighted average number of shares outstanding for each period. Shares redeemed
have been included in the calculation of weighted average shares outstanding for basic earnings per share. Diluted earnings per common
share are based on shares outstanding (computed under basic EPS) and potentially dilutive shares. Shares included in dilutive earnings
per share calculations include stock options granted that are in the money but not yet exercised.

For the Quarter Ended

September 29, September 28,
2001 2002
Earnings available to common shareholders $ 586 $ 2,343
Basic EPS
Shares
Common shares outstanding entire period 9,683 9,664
Weighted average common shares:
Issued during period — 36
Canceled during period (1) (377)
Weighted average common shares outstanding during period 9,682 9,323
Earnings per common share - basic $ 0.06 $ 0.25
Diluted EPS
Shares
Weighted average common shares outstanding during period - basic 9,682 9,323
Dilutive effect of stock options 26 1,285
Weighted average common shares outstanding during period - diluted 9,708 10,608
Earnings per common share - diluted $ 0.06 $ 0.22

Options to purchase 1,218 and 316 shares of stock were not included in the computation of EPS for the quarters ended September



29, 2001 and September 28, 2002, respectively, due to their exercise price being greater than the average market price of the shares.

For the Nine Months Ended

September 29, September 28,
2001 2002
Earnings available to common shareholders $ 1,551 $ 5,198
Basic EPS
Shares
Common shares outstanding entire period 9,683 9,664
Weighted average common shares:
Issued during period — 13
Canceled during period (1) (145)
Weighted average common shares outstanding during period 9,682 9,532
Earnings per common share - basic $ 0.16 $ 0.55
Diluted EPS
Shares
Weighted average common shares outstanding during period - basic 9,682 9,532
Dilutive effect of stock options 38 774
Weighted average common shares outstanding during period - diluted 9,720 10,306
Earnings per common share - diluted $ 0.16 $ 0.50
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Options to purchase 1,543 and 1,317 shares of stock were not included in the computation of EPS for the nine months ended
September 29, 2001 and September 28, 2002, respectively, due to their exercise price being greater than the average market price of the
shares. During fiscal year 2002 and through November 4, 2002, directors, officers and employees of USANA have exercised options to
purchase a total of 482 shares of common stock, with proceeds to USANA totaling $1,039.

During 2000, the Company announced and implemented a share repurchase program that could include up to 1,000 shares of its
outstanding common stock in the open market at market prices. On August 20, 2002, the Board of Directors approved the repurchase of
up to an additional 1,000 shares. The Company has repurchased and retired 958 shares for an aggregate purchase price of $6,934 during
the current year through November 4, 2002. The Company may continue repurchasing shares under existing authorizations as
circumstances permit. The purchase of shares by the Company under this program reduces the number of shares issued and outstanding.

NOTE F - SEGMENT INFORMATION

The Company has five operating segments. The Japan segment contains all the results from our operations in Japan that began
during the fourth quarter of 2001 but excludes direct U.S. export sales to customers in Japan.

The Company’s operating segments are based on operating geographic regions. Management considers the geographic segments
of the Company to be the only reportable operating segments. These operating segments are evaluated regularly by management in
determining the allocation of resources and in assessing the performance of the Company. Management evaluates performance based on
sales revenue and the amount of operating income or loss.

Segment profit or loss is based on profit or loss from operations before income taxes. Interest income and expense as well as
income taxes, while significant, are not included in the Company’s determination of segment profit or loss in assessing the performance
of a segment.

Financial information summarized by geographic segment for the nine months ended September 29, 2001 and September 28,
2002 is listed on the following page:
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Revenues from Earnings (loss)
External Intersegment before Income Long-lived
Customers Revenues Taxes Assets Total Assets

Nine months ended September 29, 2001:

United States $ 50,459 § 10,613 $ 3,038 § 29,926 $ 43,113



g%%’?r%?ia - New Zealand %8:%? 797 (1§2) iég ijé%

Hong Kong 3,850 — (50) 302 653

Japan — — — — —

Reportable Segments Total 85,561 11,410 2,953 30,673 47,936
Unallocated and Other(1) — (11,410) (471) (9,247) (9,669)

Consolidated Total $ 85,561 § — 3 2,482 § 21,426 $ 38,267

Revenues from Earnings (loss)
External Intersegment before Income Long-lived
Customers Revenues Taxes Assets Total Assets

Nine months ended September 28, 2002:

United States $ 51,388 § 11,470 $ 8,396 $ 21,322 $ 30,154
Canada 23,097 — 585 96 2,550
Australia - New Zealand 12,656 941 1,050 237 4,537
Hong Kong 4,753 — 228 249 1,442
Japan 3,583 — (1,907) 1,326 2,608
Reportable Segments Total 95,477 12,411 8,352 23,230 41,291
Unallocated and Other(1) — (12,411) (355) (3,740) (4,263)
Consolidated Total $ 95477 § — $ 7,997 $ 19,490 $ 37,028

(1) “Unallocated and Other” includes certain corporate items and eliminations that are not allocated to the operating segments.
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Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis of USANA’s financial condition and results of operations should be read in conjunction
with the Unaudited Consolidated Financial Statements and Notes thereto contained in this quarterly report.

General

USANA develops and manufactures high-quality nutritional, personal care and weight management products. USANA
distributes its products through a network marketing system in the United States, Canada, Australia, New Zealand, Hong Kong, Japan and
the United Kingdom. The Company also commenced operations in Taiwan in October 2002. USANA refers to its independent
distributors as Associates. USANA also offers a Preferred Customer program specifically designed for customers who desire to purchase
USANA’s products for personal use and do not desire to resell or distribute products. Sales to Preferred Customers accounted for 18% of
net sales during the first nine months of 2002.

USANA’s three primary product lines consist of USANA? Nutritionals, SenséO and LEAN LifelongO. The USANA Nutritionals
product line accounted for 66% of net sales for the nine months ended September 28, 2002. USANA’s top selling products, USANA®?

Essentials and Proflavanol® represented 26% and 11%, respectively, of net sales for the nine months ended September 28, 2002. The
Sensé product line consists of scientifically developed natural products designed to support healthy skin and hair by providing protection
and nourishment on both the inside and outside of the dermal layers of the skin. The Sensé product line accounted for 13% of net sales
for the nine months ended September 28, 2002. The LEAN Lifelong product line accounted for 10% of net sales for the nine months
ended September 28, 2002. The LEAN Lifelong product line includes several completely reformulated food products previously sold

under the LEAN or USANA brand names. NutrimealO and Fibergyé1 drink mixes, Nutribar and Fibergy bar, a LEAN Formula for weight
management and several other related products for healthy diets are included in the LEAN Lifelong product line.

In addition to these three principal product lines, USANA develops and makes available to Associates a number of materials to
assist them in building their business and selling the products. These resource materials or sales aids, which may be purchased from
USANA, include product brochures and business forms designed by USANA and printed by outside publishers. Each major product line
incorporates specifically designed sales aids. From time to time we contract with authors and publishers to provide books, tapes and other
items dealing with health and personal motivation and make these available to Associates. USANA also writes and develops materials for
audio and videotapes, which are produced by third parties. New Associates are required to purchase a starter kit containing USANA
training materials, which assists them in starting and growing their business. Affinity and identity are also furthered through the sale of
logo merchandise such as clothing, caps, mugs, and other products. Associates do not earn commissions on sales aids, starter kits or logo
merchandise.

The fiscal year end of USANA is the Saturday closest to December 31 of each year. Fiscal year 2002 will end on December 28,
2002. Fiscal year 2001 ended on December 29, 2001.



West Coast Shipping Work Delays. On July 1, 2002, the labor contract between the International Longshore and Warehouse
Union (ILWU) and the Pacific Maritime Association (PMA) expired. This contract affects all of the ports on the Western Coast of the
United States. The members of the ILWU are primarily responsible for the removal of cargo from container loaded shipping vessels. The
members had been working under a daily extension of the contract; however, on September 27, 2002, the ILWU began a work slowdown,
which resulted in a PMA lockout of the longshoremen. On October 8, 2002, a federal court judge imposed an 80-day cooling-off period,
which will temporarily reopen the ports. Many of our shipments to Pacific Rim markets move through these ports. The lockout or work
slow-down, if it resumes, could affect the timely delivery of our products, which could negatively impact our sales. It is our typical
practice to maintain safety stock of critical products in anticipation of temporary problems such as this. We expect that the port closure
and subsequent transportation backlog could create additional delivery delays or increase our distribution costs. These delivery delays
may affect the timing of revenues, or, if more prolonged, may result in order cancellations. We are unable to fully assess the impact of
these factors on our future financial results at this time. Since the labor issues leading to the port closures have not yet been resolved, it is
unclear when the current backlog will be eliminated and the ports will return to normal operation.
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Results of Operations
Quarters Ended September 28, 2002 and September 29, 2001

Net Sales. Net sales increased 18.6% to $34.8 million for the quarter ended September 28, 2002, an increase of $5.5 million from
the $29.3 million reported for the comparable quarter in 2001. The increase can be primarily attributed to:

* A substantial increase in Associate enrollments largely in connection with the opening of Taiwan,
¢ Sales from our Japan market that commenced operations in the fourth quarter of 2001, and

¢ Stronger foreign currencies, relative to the U. S. dollar, which positively affected the translation of sales in foreign markets by
approximately $270,000.

Several of our markets that have a strong ethnic Chinese Associate base have experienced increased Associate enrollments and
sales in anticipation of the opening of Taiwan. We also believe that improved communication efforts with our Associates contributed to
strong enrollments in all markets during the third quarter of 2002.

The following table illustrates the change in sales by market for the quarters ended September 29, 2001 and September 28, 2002.
Sales data for the United States includes products shipped directly from the U.S. headquarters to customers in the United Kingdom and
Japan:

Sales By Market
(in thousands)
Quarter Ended
Change from Percent

Market September 29, 2001 September 28, 2002 Prior Year Change
United States $ 17,620 60.1% $ 18,485 53.1%$ 865 4.9%
Canada 6,803 23.2% 7,706 22.2% 903 13.3%
Australia-New Zealand 3,591 12.2% 4,809 13.8% 1,218 33.9%
Hong Kong 1,327 4.5% 2,268 6.5% 941 70.9%
Japan — 0.0% 1,519 4.4% 1,519 N/A
Consolidated $ 29,341 100.0% $ 34,787 100.0% $ 5,446 18.6%

Gross Profit. Gross profit increased to 75.8% of net sales for the quarter ended September 28, 2002 from 71.9% for the
comparable quarter in 2001. The increase can be attributed to:

¢ Improved inventory procurement efficiencies and management,
* A price increase in the Australia-New Zealand market,
¢ Improved economies of scale attributable to a larger sales base, and

¢ Sales in Japan, which are priced, on average, to yield a higher gross profit margin.

These positive changes were partially offset by a higher percentage of sales aids and starter kits sold in the third quarter of 2002
compared to the same period in 2001. The increase in sales aids sold is a result of the strong Associate enrollments during the third
quarter of 2002. Sales aids and starter kits are priced to yield lower gross profit margins as compared to our other products. Through the
latter half of 2001 and throughout 2002, we have been moving to a pricing strategy that pays a higher rate of Associate incentives and
also increases our gross profit margin. We believe that improving procurement efficiencies and our pricing model will generate modest
improvements in our gross profit margin during the fourth quarter of 2002.
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Associate Incentives. Associate incentives increased slightly to 38.6% of net sales for the quarter ended September 28, 2002
from 38.1% for the comparable quarter in 2001. This increase can primarily be attributed to the aforementioned change in pricing strategy
and, to a lesser extent, Associate initiatives rewarded at our Annual International Convention, which was held in August of 2002.

The increase in Associate incentives was partially offset by a higher percentage of sales aids sold, on which USANA does not
pay commissions, in the third quarter of 2002. We believe Associate incentives will trend modestly higher as a percentage of net sales
over the next year as a result of our current pricing strategy. Through the first quarter of 2003, however, the anticipated increase in
Associate incentives may be partially offset by the sales mix in our newly opened Taiwan market.

Selling, General and Administrative Expenses. Selling, general and administrative expense decreased to 26.2% of net sales for
the quarter ended September 28, 2002 from 29.1% for the comparable quarter in 2001. The decrease, as a percentage of net sales, can be
primarily attributed to increased sales.

In absolute terms, selling, general and administrative expenses increased by $561,000. This increase can be primarily attributed
to costs associated with our newly opened Taiwan market. Variable costs on higher sales also contributed to increases in selling, general
and administrative expenses. Selling, general and administrative expenses should be higher in the fourth quarter of 2002 as a result of
costs associated with our operations in Taiwan.

Other Income (Expense). Other income (expense) decreased by $29,000 in the third quarter of 2002 when compared to the third
quarter of 2001. This improvement can be primarily attributed to lower interest expense incurred during the third quarter of 2002 when
compared to the third quarter of 2001. This decrease in interest expense is a result of lower interest rates and reduced debt levels
throughout the third quarter of 2002.

Income Taxes. Income taxes totaled 31.7% of earnings before income taxes for the third quarter of 2002 compared to 37.5%
during the same period in 2001. This improvement can be attributed to higher foreign tax credits generated from improved earnings in
our international markets. We expect that the effective tax rate for the fourth quarter of 2002 and for the full fiscal year 2002 will
approximate 35% of earnings before income taxes. Our effective tax rate could increase next year if Congress eliminates a major tax
benefit on foreign sales currently being contested by the World Trade Organization.

Net Earnings. Net earnings increased 300% to $2.3 million for the quarter ended September 28, 2002, an increase of $1.8
million from the $0.6 million reported for the comparable quarter in 2001. The increase in net earnings can be attributed to:

*  Better operating margins,
¢ Increased sales,
¢ Lower income taxes attributable to a change in effective tax rate, and

¢ Decreased interest expense.

Diluted earnings per share improved to $0.22 for the third quarter of 2002, an increase of $0.16 or 267%, from the $0.06 reported
for the comparable quarter in 2001.

Nine Months Ended September 28, 2002 and September 29, 2001

Net Sales. Net sales increased 11.6% to $95.5 million for the nine months ended September 28, 2002, an increase of $9.9 million
from the $85.6 million reported for the comparable period in 2001. The increase can be primarily attributed to an increase in Associate
enrollments due in large part to the excitement surrounding the opening of Taiwan and improved communication efforts with our
Associates. Several of our markets that have a strong ethnic Chinese Associate base have
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experienced increased Associate enrollments and sales in anticipation of the opening of Taiwan. Sales from our Japan market, which
commenced operations in the fourth quarter of 2001, also contributed to the sales growth.

During the first quarter of 2002, the Company implemented a 10% price increase, on average, in our Australia-New Zealand
market. Growth in net sales in this market, however, was primarily driven by strong Associate enrollments.

The following table illustrates the change in sales by market for the nine months ended September 29, 2001 and September 28,
2002. Sales data for the United States includes products shipped directly from the U.S. headquarters to customers in the United Kingdom
and Japan:

Sales By Market
(in thousands)
Nine Months Ended
Change from Percent
Market September 29, 2001 September 28, 2002 Prior Year Change

United States $ 50,459 59.0% $ 51,388 53.8%$ 929 1.8%



&addia-New Zealand %Q;éfﬁ 75.4% %%;@88 743% %;62@ 14.3%

Hong Kong 3,850 4.5% 4,753 5.0% 903 23.5%
Japan = 0.0% 3,583 3.8% 3,583 N/A
Consolidated $ 85,561 100.0% $ 95,477 100.0% $ 9,916 11.6%

Gross Profit. Gross profit increased to 74.3% of net sales for the nine months ended September 28, 2002 from 71.3% for the
comparable period in 2001. Reasons for improved gross profit margins are the same as those for the third quarter of 2002 and are
discussed on page 14 in the quarterly “Results of Operations” section. An increase in our allowance for inventory valuation partially
offset these benefits.

Associate Incentives. Associate incentives decreased to 38.1% of net sales for the nine months ended September 28, 2002 from
38.2% for the comparable period in 2001. The decrease can be primarily attributed to the higher percentage of sales aids and starter kits
sold during the first nine months of 2002.

Selling, General and Administrative Expenses. Selling, general and administrative expenses decreased to 26.9% of net sales for
the nine months ended September 28, 2002 from 28.4% for the comparable period in 2001. The decrease, as a percentage of net sales,

can be primarily attributed to the increase in net sales during the nine-month period.

Although selling, general and administrative expenses decreased as a percentage of net sales during the nine months ended
September 28, 2002, in absolute terms, these expenses increased $1.5 million. This increase can be primarily attributed to:

¢ Costs related to the aborted transaction involving the proposed sale of assets to the Company’s founder,
*  Variable costs related to the higher sales,

¢ Initial costs associated with the establishment of the Taiwan market, and

¢ Increased costs to support the Japan market during the first nine months of 2002.

Other Income (Expense). Foreign currency exchange loss (a component of “Other, net”) decreased by $225,000 in the first nine
months of 2002 when compared to the same period in 2001. Additionally, interest expense decreased $390,000 for the first nine months
of 2002 when compared to the same period in 2001. This decrease is a result of lower interest rates and reduced debt levels maintained
throughout the first nine months of 2002.
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Income Taxes. Income taxes totaled 35% of earnings before income taxes for the nine months ended September 28, 2002
compared to 37.5% during the same period in 2001. This improvement can be attributed to higher foreign tax credits generated from
improved earnings in our international markets. We expect that the effective tax rate for fiscal 2002 will approximate 35% of earnings
before income taxes. Our effective tax rate could increase next year if Congress eliminates a major tax benefit on foreign sales currently
being contested by the World Trade Organization.

Net Earnings. Net earnings increased 235% to $5.2 million for the nine months ended September 28, 2002, an increase of $3.6
million from the $1.6 million reported for the comparable quarter in 2001. The increase in net earnings can be attributed to:

¢ Better operating margins,

* Increased sales,

¢ Lower interest expense,

¢ The decrease in foreign currency exchange losses, and

*  Lower income taxes attributable to a change in effective tax rate.

Diluted earnings per share increased to $0.50 for the first nine months of 2002, an increase of $0.34 or 213%, from the $0.16
reported for the comparable period in 2001.

Liquidity and Capital Resources

USANA has historically financed growth with cash flows from operations. In the first nine months of 2002, USANA generated
net cash flows from operations of $11.8 million compared to $8.8 million for the same period in 2001. Cash and cash equivalents
increased to $6.3 million at September 28, 2002 from $2.5 million at December 29, 2001.

On September 28, 2002, USANA had net working capital of $1.7 million compared to net working capital of $350,000 at
December 29, 2001. The change in net working capital was primarily the result of strong operating cash flows that were used to pay down
the current level of debt. USANA does not extend credit to its customers, but requires payment prior to shipping, which eliminates



significant receivables.

USANA has agreements with a financial institution. On August 21, 2002, USANA entered into a second amendment to the
agreements and filed a Current Report on Form 8-K disclosing the amendment. The agreements provide up to $20 million in secured
credit facilities consisting of a $10 million five-year term loan and a $10 million revolving line of credit. The credit facilities contain
restrictive covenants requiring USANA to maintain certain financial ratios. As of September 28, 2002, USANA was in compliance with
all of the covenants. As of September 28, 2002, $6.5 million was outstanding on the five-year term loan and $1.1 million was
outstanding on the line of credit at an effective rate of 3.82% and 5.00%, respectively. At September 28, 2002, the Company had $8.9
million available under the line of credit, which expires September 1, 2004.

During fiscal year 2002 and through November 4, 2002, directors, officers and employees of USANA have exercised options to
purchase a total of 482,000 shares of common stock, with proceeds to USANA totaling $1.0 million.

Since the beginning of fiscal year 2002, the Company has repurchased and retired 958,000 shares of its common stock in the
open market under a share buy-back program for an aggregate purchase price of $6.9 million through November 4, 2002. The Company
may continue repurchasing shares as circumstances permit.

USANA believes that its current cash balances, the available line of credit and cash provided by operations will be sufficient to
cover its needs in the ordinary course of business for the foreseeable future. If USANA experiences an adverse operating environment or
unusual capital expenditure requirements, additional financing may be required. However, no assurance can be given that additional
financing, if required, would be available on favorable terms. USANA may also require
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or seek additional financing, including through the sale of its equity securities to finance future expansion into new markets, finance
capital acquisitions associated with the growth of USANA and for other reasons. Any financing which involves the sale of equity
securities or instruments convertible into equity securities would result in immediate and possibly significant dilution to existing
shareholders.

Forward-Looking Statements

The statements contained in this report that are not purely historical are considered to be “forward-looking statements” within the
meaning of the Private Securities Litigation Reform Act of 1995 and Section 21E of the Securities Exchange Act. These statements
represent our expectations, hopes, beliefs, anticipations, commitments, intentions and strategies regarding the future. They may be
identified by the use of words or phrases such as “believes,” “expects,” “anticipates,” “should,” “plans,” “estimates,” and “potential,”
among others. Forward-looking statements include, but are not limited to, statements contained in Management’s Discussion and
Analysis of Financial Condition and Results of Operations regarding our financial performance, revenue and expense levels in the future
and the sufficiency of our existing assets to fund future operations and capital spending needs. Readers are cautioned that actual results
could differ materially from the anticipated results or other expectations expressed in these forward-looking statements for the reasons
detailed in our most recent Annual Report on Form 10-K, as amended, at pages 24 through 30. The fact that some of the risk factors may
be the same or similar to our past reports filed with the Securities and Exchange Commission means only that the risks are present in
multiple periods. We believe that many of the risks detailed here and in the Company’s other SEC filings are part of doing business in
the industry in which we operate and compete and will likely be present in all periods reported. The fact that certain risks are endemic to
the industry does not lessen their significance. The forward-looking statements contained in this report are made as of the date of this
report and we assume no obligation to update them or to update the reasons why actual results could differ from those projected in such
forward-looking statements. Among others, risks and uncertainties that may affect our business, financial condition, performance,
development and results of operations include:
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¢ Our ability to attract and maintain a sufficient number of Associates,

*  High turnover of Associates,

*  Our reliance on information technology,

*  Our dependence upon a network marketing system to distribute our products,

¢ The fluctuation in the value of foreign currencies against the US dollar,

e Activities of our independent Associates,

*  Rigorous government scrutiny of network marketing practices,

*  Potential effects of adverse publicity regarding nutritional supplements or the network marketing industry,

¢ Reliance on key management personnel, including our Chief Executive Officer and Chairman of the Board of Directors, Myron
W. Wentz, Ph.D.,

*  Extensive government regulation of the Company’s products and manufacturing,



¢ Risks related to our expansion into international markets,
¢ Failure of USANA to sustain or manage growth including the failure to continue to develop new products,

*  The adverse effect of the loss of a high level sponsoring Associate together with a group of leading Associates in that person’s
downline,
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*  The loss of product market share or Associates to competitors,

¢ Potential adverse effects of taxation and transfer pricing regulations,
*  Our reliance on outside suppliers for raw materials,

¢ Intellectual property risks particularly applicable to our business, or

*  Product liability claims and other manufacturing activity risks.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We conduct our business in several countries and intend to continue to expand our foreign operations. Net sales, earnings from
operations and net earnings are affected by fluctuations in currency exchange rates, interest rates and other uncertainties inherent in doing
business and selling product in more than one currency. In addition, USANA’s operations are exposed to risks associated with changes in
social, political and economic conditions inherent in foreign operations, including changes in the laws and policies that govern foreign
investment in countries where it has operations as well as, to a lesser extent, changes in United States laws and regulations relating to
foreign trade and investment.

Foreign Currency Risks. Sales outside the United States represented 41.0% and 46.2% of net sales for the nine months ended
September 29, 2001 and September 28, 2002, respectively. Inventory purchases are transacted primarily in U.S. dollars from vendors
located in the United States. The local currency of each international subsidiary is considered the functional currency with all revenue
and expenses translated at weighted average exchange rates for reported periods. Consequently, USANA’s reported sales and earnings
are impacted positively by a weakening of the U.S. dollar and negatively by a strengthening of the U.S. dollar. Given the uncertainty of
exchange rate fluctuations, we cannot estimate the effect of these fluctuations on our future business, product pricing, results of
operations or financial condition. Changes in currency exchange rates affect the relative prices at which USANA sells its products.

As of September 28, 2002 and during the nine months then ended, USANA had no hedging instruments in place to offset
exposure to the Canadian Dollar, Australian Dollar, New Zealand Dollar, Hong Kong Dollar, Japanese Yen, New Taiwan Dollar, British
Pound or Euro, to which, in aggregate, USANA had significant exposure. We regularly monitor our foreign currency risks and
periodically take measures to reduce the impact of foreign exchange fluctuations on our operating results.

As a last recourse for hedging currency risk, USANA may elect to adjust prices in non-U.S. markets to reflect changes in foreign
currency exchange rates. For example, during the first quarter of 2002, the Company implemented a price increase for its products sold in
its Australia-New Zealand market. However, there can be no assurance that these practices will be successful in eliminating all or
substantially all of the risks encountered in connection with our foreign currency transactions.

Interest Rate Risks. USANA currently carries $6.5 million in long-term debt at an effective interest rate of 3.82%. This long-
term debt matures at the rate of $500,000 for the remainder of 2002, $3.4 million in 2003 and $2.6 million in 2004. We also have a
revolving line of credit with $1.1 million outstanding at September 28, 2002 with a weighted average interest rate of 5.00%. The interest
rate is computed at the bank’s Prime Rate or LIBOR adjusted by features specified in our loan agreements, with fixed rate term options of
up to six months. A hypothetical 100 basis point increase in interest rates on all of the above debt would result in an annual after tax
increase of interest expense of approximately $50,000, which would not materially affect earnings.
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Item 4. CONTROLS AND PROCEDURES

Based on their evaluation, as of a date within 90 days of the filing date of this Form 10-Q, our Chief Executive Officer and Chief
Financial Officer have concluded that our disclosure controls and procedures (as defined in Rule 13a-14(c) and 15d-14(c) under the
Securities Exchange Act of 1934, as amended) are effective. There have been no significant changes in internal controls or in other
factors that could significantly affect these controls subsequent to the date of their evaluation, including any corrective actions with regard
to significant deficiencies and material weaknesses.

PART II. OTHER INFORMATION



Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

At our Annual Meeting of Shareholders on July 15, 2002, the following actions were submitted and approved by vote of the
shareholders:

(1) Election of six directors,
(2) Ratification of the Board’s selection of Grant Thornton LLP as our independent certified public accountants, and
(3) Approval of the 2002 USANA Health Sciences, Inc. Stock Option Plan.

A total of 8,222,430 shares (approximately 86%) of the issued and outstanding shares of USANA were represented by proxy or in person
at the meeting. These shares were voted on the matters described above as follows:

1.  For the directors as follows:

Number of Shares Number of Shares
Name For Abstaining/Withheld
Myron W. Wentz, PhD 7,980,630 241,800
David A. Wentz 7,961,565 260,865
Ronald S. Poelman 8,036,730 185,700
Robert Anciaux 8,035,430 187,000
Denis E. Waitley, PhD 8,032,746 189,684
Jerry G. McClain 8,036,530 185,900
2. For the ratification of the Board’s selection of Grant Thornton LLP as the independent certified public accountants of USANA as
follows:
Number of Shares Number of Shares Number of Shares
For Against Abstaining/Withheld

8,195,728 21,790 4,912

3. For the approval of the 2002 USANA Health Sciences, Inc. Stock Option Plan adopted by the Board of Directors as follows:

Number of Shares Number of Shares Number of Shares
For Against Abstaining/Withheld
5,180,118 383,863 15,915
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Item 5. OTHER INFORMATION

In accordance with Section 202 of the Sarbanes-Oxley Act of 2002, the Audit Committee of our Board of Directors, on October
14, 2002, pre-approved the engagement of Grant Thornton LLP, our independent auditors, to perform certain permissible audit services
for the Company and its wholly owned subsidiaries. We estimate the annual fees for these services to be approximately $145,000.

On November 4, 2002, John B. McCandless resigned as Chief Operating Officer of the Company to pursue other opportunities.
The Company has assigned the responsibilities previously performed by Mr. McCandless to other members of the management team and

there are no plans to replace Mr. McCandless in the near future.

Item 6. EXHIBITS AND REPORTS ON FORM 8-K

(a) Exhibits.
Exhibit
Number Description
3.1 Articles of Incorporation [Incorporated by reference to Registration Statement on Form 10, File No. 0-21116, effective

April 16, 1993]
32 Bylaws [Incorporated by reference to Registration Statement on Form 10, File No. 0-21116, effective April 16, 1993]

33 Amendment to Articles of Incorporation to change name and increase par value [Incorporated by reference toReport on
Form 10-Q for the period ended July 1, 2000]

4.1 Specimen Stock Certificate for Common Stock, no par value [Incorporated by reference to Registration Statement on
Form 10, File No. 0-21116, effective April 16, 1993]

10.1 Business Loan Agreement by and between Bank of America National Trust and Savings Association, d/b/a Seafirst
Bank (“Seafirst Bank™) and the Company [Incorporated by reference to Report on Form 10-Q for the period ended
June 27, 1998]



10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

23.1

23.2

99.1

99.2

99.3

Loan Modification Agreement by and between Seafirst Bank and the Company [Incorporated by reference to Report on
Form 10-Q for the period ended June 27, 1998]

Employment Agreement dated June 1, 1997 by and between the Company and Gilbert A. Fuller [Incorporated by
reference to Report on Form 10-Q for the period ended June 27, 1998]

Amended and Restated Long-Term Stock Investment and Incentive Plan [Incorporated by reference to Report on Form
10-Q for the period ended June 27, 1998]

Promissory Note and Redemption Agreement dated April 28, 1999 [Incorporated by reference to Report on Form 10-Q
for the period ended April 3, 1999]

Stock Pledge Agreement dated April 28, 1999 [Incorporated by reference to Report on Form 10-Q for the period ended
April 3, 1999]

Redemption Agreement dated July 30, 1999 [Incorporated by reference to Report on Form 8-K, filed September 24,
1999]

Amended Term Note dated March 26, 2001 [Incorporated by reference to Report on Form 10-K, filed March 30, 2001]

Amended Revolving Note dated March 26, 2001 [Incorporated by reference to Report on Form 10-K, filed March 30,
2001]

Amended Credit Agreement dated March 26, 2001 [Incorporated by reference to Report on Form 10-K, filed March 30,
2001]

Purchase Agreement dated March 21, 2002 [Incorporated by reference to Annex A of the Preliminary Schedule 14A,
filed March 26, 2002]

Termination of Purchase Agreement dated April 11, 2002 [Incorporated by reference to Report on Form 10-K/A, filed
May 1, 2002]

Amended Credit Agreement dated April 17, 2002 [Incorporated by reference to Report on Form 10-Q for the period
ended March 30, 2002]

2002 USANA Health Sciences, Inc. Stock Option Plan [Incorporated by reference to Registration Statement on Form S-
8, filed July 18, 2002]

Second Amendment to Credit Agreement dated August 21, 2002 [Incorporated by reference to Current Report on Form
8-K, filed August 23, 2002]

Computation of Net Earnings per Share (included in Notes to Consolidated Financial Statements)

Consent of Grant Thornton LLP, Independent Auditors [Incorporated by reference to Registration Statement on Form
S-8, filed July 18, 2002]

Consent of Durham Jones & Pinegar, Professional Corporation [Incorporated by reference to Registration Statement on
Form S-8, filed July 18, 2002]

Press Release dated September 21, 1999 [Incorporated by reference to Report on Form 8-K, filed September 24, 1999]
Press Release dated April 11, 2002 [Incorporated by reference to Report on Form 10-K/A, filed May 1, 2002]
Certification of Periodic Financial Reports

Reports on Form 8-K.

The Company filed a Form 8-K on August 23, 2002 to report the second amendment to the credit agreement with Bank
of America, N.A.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

USANA HEALTH SCIENCES, INC.



Date: November 8, 2002 /s/ Gilbert A. Fuller
Gilbert A. Fuller
Chief Financial Officer
(Principal Financial and Accounting Officer)
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CHIEF EXECUTIVE OFFICER CERTIFICATION

I, Myron W. Wentz, Chairman and Chief Executive Officer of USANA Health Sciences, Inc., certify that:

1.

2.

I have reviewed this Quarterly Report on Form 10-Q of USANA Health Sciences, Inc. (the “Registrant”);

Based on my knowledge, this Quarterly 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 Quarterly Report;

Based on my knowledge, the financial statements, and other financial information included in this Quarterly Report, fairly present
in all material respects the financial condition, results of operations and cash flows of the Registrant as of, and for, the periods
presented in this Quarterly Report;

The Registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the Registrant and have:

a) designed such disclosure controls and procedures to ensure that material information relating to the Registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this
Quarterly Report is being prepared;

b) evaluated the effectiveness of the Registrant’s disclosure controls and procedures as of a date within 90 days prior to the
filing date of this Quarterly Report (the “Evaluation Date”); and

¢) presented in this Quarterly Report our conclusions about the effectiveness of the disclosure controls and procedures based on
our evaluation as of the Evaluation Date;

The Registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the Registrant’s auditors
and the audit committee of Registrant’s board of directors (or persons performing the equivalent functions):

a) all significant deficiencies in the design or operation of internal controls which could adversely affect the Registrant’s ability
to record, process, summarize and report financial data and have identified for the Registrant’s auditors any material
weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
Registrant’s internal controls; and

The registrant’s other certifying officers and I have indicated in this Quarterly Report whether or not there were significant
changes in internal controls or in other factors that could significantly affect internal controls subsequent to the date of our most
recent evaluation, including any corrective actions with regard to significant deficiencies and material weaknesses.

Date: November 8, 2002 /s/ Myron W. Wentz
Myron W. Wentz, PhD
Chairman and Chief Executive Officer
(Principal Executive Officer)
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CHIEF FINANCIAL OFFICER CERTIFICATION

I, Gilbert A. Fuller, Chief Financial Officer of USANA Health Sciences, Inc., certify that:

1.

2.

3.

I have reviewed this Quarterly Report on Form 10-Q of USANA Health Sciences, Inc. (the “Registrant”);
Based on my knowledge, this Quarterly 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 Quarterly Report;

Based on my knowledge, the financial statements, and other financial information included in this Quarterly Report, fairly present



in all material respects the financial condition, results of operations and cash flows of the Registrant as of, and for, the periods
presented in this Quarterly Report;

The Registrant’s other certifying officers and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the Registrant and have:

a) designed such disclosure controls and procedures to ensure that material information relating to the Registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this
Quarterly Report is being prepared;

b) evaluated the effectiveness of the Registrant’s disclosure controls and procedures as of a date within 90 days prior to the
filing date of this Quarterly Report (the “Evaluation Date”); and

¢) presented in this Quarterly Report our conclusions about the effectiveness of the disclosure controls and procedures based on
our evaluation as of the Evaluation Date;

The Registrant’s other certifying officers and I have disclosed, based on our most recent evaluation, to the Registrant’s auditors
and the audit committee of Registrant’s board of directors (or persons performing the equivalent functions):

a) all significant deficiencies in the design or operation of internal controls which could adversely affect the Registrant’s ability
to record, process, summarize and report financial data and have identified for the Registrant’s auditors any material
weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
Registrant’s internal controls; and

The registrant’s other certifying officers and I have indicated in this Quarterly Report whether or not there were significant
changes in internal controls or in other factors that could significantly affect internal controls subsequent to the date of our most
recent evaluation, including any corrective actions with regard to significant deficiencies and material weaknesses.

Date: November 8, 2002 /s/ Gilbert A. Fuller
Gilbert A. Fuller
Chief Financial Officer
(Principal Financial and Accounting Officer)
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EXHIBIT 99.3
CERTIFICATION OF PERIODIC FINANCIAL REPORTS

The undersigned hereby certify that the Quarterly Report on Form 10-Q of USANA Health Sciences, Inc. for the quarterly
period ended September 28, 2002 as filed November 8, 2002 with the Securities and Exchange Commission, fully complies with the
requirements of Section 13(a) of The Securities Exchange Act of 1934 (15 U.S.C. 78m) and that the information contained in the quarterly
report fairly presents, in all material respects, the financial condition and results of operations of USANA Health Sciences, Inc.

Date: November 8, 2002 /s/ Myron W. Wentz
Myron W. Wentz, PhD
Chairman and Chief Executive Officer
(Principal Executive Officer)

Date: November 8, 2002 /s/ Gilbert A. Fuller
Gilbert A. Fuller
Senior Vice President and Chief Financial Officer
(Principal Financial and Accounting Officer)
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