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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q
(Mark One)

ý
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the Quarterly Period Ended November 2, 2002

OR

o
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number: 0-22834

SUCCESSORIES, INC.
(Exact name of registrant as specified in its charter)

ILLINOIS
(State or other jurisdiction of
incorporation or organization)

36-3760230
(I.R.S. Employer

Identification No.)

2520 Diehl Road
Aurora, Illinois

(Address of principal executive offices)

60504
(Zip Code)

(630) 820-7200
(Registrant's telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports) and
(2) has been subject to such filing requirements for the past 90 days. Yes ý No o

Registrant had 9,750,729 shares of common stock, $.01 par value, outstanding as of December 10, 2002.
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PART I. FINANCIAL INFORMATION

SUCCESSORIES, INC.

Consolidated Balance Sheets

November 2,

2002

February 2,

2002

(unaudited)

ASSETS
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Current assets:
Cash and cash equivalents $ 451,000 $ 602,000
Accounts and notes receivable, net 2,115,000 2,445,000
Inventories, net 4,178,000 5,005,000
Prepaid catalog expenses 1,416,000 1,683,000
Other prepaid expenses 618,000 857,000

Total current assets 8,778,000 10,592,000

Restricted cash 250,000 250,000
Property and equipment, net 2,256,000 3,914,000
Notes receivable � 17,000
Deferred financing costs and debt discount, net 75,000 181,000
Intangibles and other assets, net 752,000 1,007,000

TOTAL ASSETS $ 12,111,000 $ 15,961,000

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Revolving credit loan $ 1,901,000 $ 1,483,000
Accounts payable 1,918,000 1,488,000
Accrued expenses and deferred income taxes 1,265,000 1,761,000

Total current liabilities 5,084,000 4,732,000

Minority interest � 47,000

Stockholders' equity:
Convertible preferred stock, $.01 par value; 1,000,000 shares authorized; 503,092 of
Series A and 101,667 of Series B shares issued and outstanding; liquidation value $.01
per share plus accrued dividends

6,000 6,000

Common stock, $.01 par value; 20,000,000 shares authorized; 9,750,729 and 9,313,884
shares issued and outstanding, respectively

98,000 93,000

Common stock warrants 2,324,000 2,324,000
Notes receivable from stockholders (115,000) (118,000)
Additional paid-in capital 33,556,000 33,321,000
Accumulated deficit (28,778,000) (24,380,000)
Accumulated other comprehensive loss (64,000) (64,000)

Total stockholders' equity 7,027,000 11,182,000

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 12,111,000 $ 15,961,000

The accompanying notes are an integral part of these statements.
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SUCCESSORIES, INC.
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Consolidated Statements of Operations and
Comprehensive Loss

(Unaudited)

Three Months Ended Nine Months Ended

November 2,

2002

November 3,

2001

November 2,

2002

November 3,

2001

Net product sales $ 7,914,000 $ 8,487,000 $ 23,602,000 $ 26,050,000
Cost of goods sold 3,933,000 4,581,000 11,740,000 13,200,000

Gross profit on product sales 3,981,000 3,906,000 11,862,000 12,850,000
Fees, royalties and other income 298,000 286,000 714,000 795,000

Gross margin 4,279,000 4,192,000 12,576,000 13,645,000
Operating expenses 4,551,000 4,914,000 14,551,000 16,446,000

Loss from continuing operations before other expense
and income tax

(272,000) (722,000) (1,975,000) (2,801,000)

Other income (expense):
Interest expense (57,000) (62,000) (194,000) (206,000)
Minority interests in subsidiaries (1,000) (60,000) (4,000) (110,000)
Interest income 22,000 20,000 46,000 45,000
Other, net (3,000) 11,000 5,000 19,000

Total other expense (39,000) (91,000) (147,000) (252,000)

Loss from continuing operations before income tax (311,000) (813,000) (2,122,000) (3,053,000)

Income tax expense (benefit) 4,000 � (102,000) 700,000

Loss from continuing operations (315,000) (813,000) (2,020,000) (3,753,000)

Loss from discontinued operations, net of tax (675,000) (958,000) (2,213,000) (2,194,000)

Loss before extraordinary item $ (990,000) (1,771,000) (4,233,000) (5,947,000)

Extraordinary loss on early extinguishment of debt � � � 219,000

Net loss $ (990,000) $ (1,771,000) $ (4,233,000) $ (6,166,000)

Dividend to preferred shareholders 55,000 55,000 165,000 165,000

Loss available to common stockholders $ (1,045,000) $ (1,826,000) $ (4,398,000) $ (6,331,000)

Foreign currency translation adjustment $ � $ � $ � (9,000)

Comprehensive loss $ (990,000) $ (1,771,000) $ (4,233,000) $ (6,175,000)
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Loss per share (basic and diluted):
Loss from continuing operations $ (0.04) $ (0.10) $ (0.23) $ (0.43)

Loss from discontinued operations $ (0.07) $ (0.10) $ (0.23) $ (0.24)

Extraordinary loss on early extinguishment of debt $ � $ � $ � $ (0.02)

Net loss $ (0.11) $ (0.20) $ (0.46) $ (0.69)

The accompanying notes are an integral part of these statements.
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SUCCESSORIES, INC.

Consolidated Statement Of Stockholders' Equity

(Unaudited)

Convertible

Preferred Stock Common Stock

Shares Amount Shares Amount

Common

Stock

Warrants

Notes

Receivable

From

Stockholders

Additional

Paid-In

Capital

Accumulated

Deficit

Balance at
February 2, 2002

604,759 $ 6,000 9,313,884 $ 93,000 $ 2,324,000 $ (118,000) $ 33,321,000 $ (24,380,000)

Net loss � � � � � � � (4,233,000)
Notes receivable
issued June 6,
2002

� � � � � (12,000) � �

Notes receivable
payments

15,000

Common Stock
transactions:

Common Stock
issued in
conjunction
with board of
director Fees

� � 142,325 2,000 � � 74,000 �

Preferred stock
transactions:

Preferred stock
dividends

� � 294,520 3,000 � � � 161,000 (165,000)

Balance at
November 2,
2002

604,759 $ 6,000 9,750,729 $ 98,000 $ 2,324,000 $ (115,000) 33,556,000 $ (28,778,000)
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Accumulated

Other

Comprehensive

Loss

Total

Stockholders'

Equity

Balance at February 2, 2002 $ (64,000) $ 11,182,000
Net loss � (4,233,000)
Notes receivable issued June 6, 2002 � (12,000)
Notes receivable payments 15,000
Common Stock transactions:

Common Stock issued in conjunction with board of director Fees � 76,000
Preferred stock transactions:

Preferred stock dividends � (1,000)

Balance at November 2, 2002 $ (64,000) $ 7,027,000

The accompanying notes are an integral part of these statements.
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SUCCESSORIES, INC.

Consolidated Statements of Cash Flows

(Unaudited)

Nine Months Ended

November 2,

2002

November 3,

2001

Cash flows from operating activities:
Net loss $ (4,233,000) $ (6,166,000)
Adjustments to reconcile net loss to net cash from operating activities:

Depreciation and amortization 1,413,000 1,711,000
Amortization of debt discount 107,000 96,000
Minority interests in subsidiaries 4,000 110,000
Deferred income tax asset�valuation allowance � 1,000,000
Loss from discontinuing operations 2,213,000 2,194,000
Extraordinary loss on early extinguishment of debt � 219,000

(496,000) (836,000)
Changes in operating assets and liabilities:

Accounts and notes receivable 308,000 788,000
Inventories 612,000 1,012,000
Prepaid catalog expenses 267,000 123,000
Other prepaid expenses 154,000 60,000
Accounts payable 489,000 1,128,000
Accrued expenses (309,000) (687,000)
Other assets (202,000) (197,000)
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Net cash provided by operating activities 823,000 1,391,000

Cash flows from investing activities:
Proceeds from notes receivable issued in connection with sale of property and equipment 27,000 55,000
Purchase of property and equipment (30,000) (196,000)

Net cash used in investing activities (3,000) (141,000)

Cash flows from financing activities:
Proceeds from sale of common stock � 22,000
Net borrowings on revolving credit loan 419,000 1,922,000
Repayments of long-term debt � (3,610,000)
Distributions to joint venture partners (84,000) (206,000)
Notes receivable issued to stockholders (12,000) �

Proceeds from notes receivable issued to stockholders 15,000 30,000

Net cash provided by (used in) financing activities 338,000 (1,842,000)

Net cash provided by (used in) continuing operations 1,158,000 (592,000)

Net cash used in discontinuing operations (1,309,000) (1,304,000)

Net decrease in cash (151,000) (1,896,000)

Cash and cash equivalents, beginning of period 602,000 2,468,000

Cash and cash equivalents, end of period $ 451,000 $ 572,000

The accompanying notes are an integral part of these statements.
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SUCCESSORIES, INC.

Notes To Consolidated Financial Statements

(Unaudited)

NOTE 1. DESCRIPTION OF THE BUSINESS

Successories, Inc. and its subsidiaries (collectively the "Company") design, manufacture, and market a diverse range of motivational and
self-improvement products, most of which are the Company's own proprietary designs. The Company considers itself a single line of business
with products that are marketed primarily under the Successories trade name through direct marketing (catalog, electronic commerce and
telemarketing), retail (Company-owned stores)�See Note 3 "Discontinued Operations", sales to franchisees and wholesale distribution
channels.

NOTE 2. BASIS OF PRESENTATION
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The accompanying consolidated financial statements have been prepared, without audit, in accordance with generally accepted
accounting principles for interim financial information and in conjunction with the rules and regulations of the Securities and Exchange
Commission. Accordingly, they do not include all of the information and footnotes required by generally accepted accounting principles for
complete financial statements. In the opinion of management, all adjustments (consisting only of normal recurring matters) considered
necessary for a fair presentation have been included.

The Company's fiscal year ends on the Saturday closest to January 31. References to the three and nine months ended November 2, 2002
and November 3, 2001, refer to the thirteen and thirty-nine weeks ended on the dates indicated.

Certain prior year amounts have been reclassified to conform with the current year presentation. The results of operations for the nine
months ended November 2, 2002 are not necessarily indicative of the results to be expected for the full year. These financial statements should
be read in conjunction with the Company's financial statements and notes thereto included in the Company's Annual Report on Form 10-K for
the fiscal year ended February 2, 2002.

NOTE 3: DISCONTINUED OPERATIONS

On May 7, 2002 in the process of reviewing its strategic options, the Company decided to take immediate steps to develop and
implement a plan to close all of its 100% owned retail stores. The 100% owned retail store segment, which has not been as profitable as the
other segments in the past few years, reported a loss of $1,903,000 for the year-ended February 2, 2002 and is projected to have a loss in the
current fiscal year.

As a result, in the second quarter ended August 3, 2002, the Company started negotiating early lease terminations and evaluating asset
impairment charges related to the 100% owned retail stores. The results of operations and costs associated with the Company's plans to close
the 100% owned retail stores have been reflected as discontinued operations in the accompanying consolidated financial statements.

The Company recorded disposal costs of $308,000 and $1,030,000 during the three and nine months ended November 2, 2002
respectively, for the lease termination contracts entered into to-date and asset impairment charges for certain stores with negative cash flow
projections anticipated through store closing date.

7

Loss from discontinued operations is comprised of the following:

Three Months Ended

November 2,

2002

November 3,

2001

Operating loss $ 367,000 $ 595,000
Asset impairment charges � 363,000
Lease termination costs 308,000 �

Income tax expense � �

Loss from discontinued operations $ 675,000 $ 958,000

Nine Months Ended

November 2,

2002

November 3,

2001

Operating loss $ 1,183,000 $ 1,531,000
Asset impairment charges 602,000 363,000
Lease termination costs 428,000 �
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Income tax expense � 300,000

Loss from discontinued operations $ 2,213,000 $ 2,194,000

As of November 2, 2002 and February 2, 2002, the assets of discontinued operations were $709,000 and $1,815,000, and the liabilities
were $460,000 and $706,000, respectively. The assets and liabilities of the discontinued operations have been included in the accompanying
consolidated balance sheet.

Subsequent to third quarter ended November 2, 2002, the Company entered into lease termination contracts at two stores for $155,000
that will be recorded as expense in the fourth quarter and is in the process of pursuing early lease terminations at the remaining four stores. For
the above mentioned four stores, the leases extend beyond the current fiscal year and costs associated will be dependent upon the terms and
conditions of lease terminations to be negotiated with the landlords. The Company adopted the provisions of FASB No. 146, "Accounting for
Costs Associated with Exit or Disposal Activities," in the second quarter 2002. Under FASB No. 146, the exit costs are recorded when
incurred rather than at the date of a commitment to a disposal plan. The additional disposal costs to be incurred are estimated to be
approximately $367,000 for early lease terminations and other store closing related expenses. Actual lease termination costs will be
determined by the lease termination agreements negotiated with the landlords and could vary significantly if the Company cannot terminate
lease agreements before their scheduled maturity. The Company is targeting to complete its plans to close all of its 100% owned retail stores
by the end of the current fiscal year 2002.

NOTE 4. INVENTORIES

Inventories are comprised of the following:

November 2,

2002

February 2,

2002

Finished goods�retail 100% owned stores $ 407,000 $ 678,000
Finished goods�corporate 2,606,000 3,147,000
Raw Materials�corporate 1,887,000 1,763,000

4,900,000 5,588,000
Less: reserve for obsolescence (722,000) (583,000)

$ 4,178,000 $ 5,005,000
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NOTE 5. DEBT

On June 20, 1997, the Company entered into a credit facility agreement with The Provident Bank (the "Bank"), amended most recently
on September 11, 2002, the credit facility was comprised of a revolving credit loan, term loan and fixed rate loan. The revolving credit loan
provides for maximum borrowings of $3,500,000 through January 1, 2003 and $3,000,000 thereafter, and the borrowing base is limited to
80% of eligible receivables plus 45% of eligible inventory. A commitment fee of 0.25% is payable on the daily unused amount of the
maximum revolving credit. The facility expires in June 2003, and all borrowings under the facility are secured by substantially all the assets of
the Company. The interest rate on the revolving credit loan borrowing is prime plus 2.0%. Interest is payable monthly. The interest rate on the
outstanding revolving credit loan was 6.8% at November 2, 2002. As of November 2, 2002, available borrowings on the revolving credit loan
were $1,599,000.
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On June 13, 2002, the Company obtained an amendment to the credit facility to modify certain financial covenants, which were
retroactive to the first quarter ended May 4, 2002. In addition, the amendment adjusted the borrowing base and the revolver limits,
prospectively. In connection with this amendment, the Company agreed to provide the bank the option to exchange the stock warrants
previously issued to the bank in exchange for a success fee equal to 2% of the gross sales price, in the event that the Company is sold.

In the prior year first quarter 2001, the Company pre-paid the entire outstanding Bank term loan and fixed rate loan balance in the
amount of $3,590,000. The above noted loans had payment terms through June 2003. The Company recorded an extraordinary loss of
$219,000 related to the early debt extinguishment in the prior year quarter ended May 5, 2001. The extraordinary loss represents the write-off
of the unamortized debt discount associated with the term loan and fixed rate loan.

The credit facility agreement contains, among other provisions, requirements for maintaining certain earnings levels and financial ratios,
limits on capital expenditures and additional indebtedness, and use of proceeds from certain equity offerings. At November 2, 2002, the
Company was in compliance with all the debt covenant requirements of the credit facility agreement.

On September 11, 2002, the Company obtained approval to extend the step down in maximum borrowings from $3,500,000 to
$3,000,000 on the revolving credit loan from October 31, 2002 to January 1, 2003. The Company requested this extension to provide for
adequate revolving credit loan availability for the payout of projected lease termination costs related to the 100% Company owned retail
stores, see Note 3 for further information.

The weighted average interest rates on cash interest expense for borrowings outstanding as of November 2, 2002 and November 3, 2001
were 6.8% and 8.7%, respectively.

NOTE 6. SUPPLEMENTAL CASH FLOW INFORMATION

Supplemental disclosures to the statements of cash flows are as follows:

Nine Months Ended

November 2,

2002

November 3,

2001

Cash paid during the period for:
Income taxes $ 4,000 $ 87,000
Interest 80,000 120,000

Non-cash investing and financing Activities:
Preferred stock dividends $ 164,000 $ 164,000
Board of Director Fees 76,000 �
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NOTE 7. LOSS PER SHARE

The computations of basic and diluted loss per share are as follows:

Three Months Ended Nine Months Ended

November 2,

2002

November 3,

2001

November 2,

2002

November 3,

2001

Numerator for loss from continuing
operations per share:

Loss from continuing operations $ (315,000) $ (813,000) $ (2,020,000) $ (3,753,000)
Preferred stock dividends (55,000) (55,000) (165,000) (165,000)
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Numerator for loss from continuing
operations per share

$ (370,000) $ (868,000) $ (2,185,000) $ (3,918,000)

Numerator for loss from discontinued
operations per share:

$ (675,000) $ (958,000) $ (2,213,000) $ (2,194,000)

Numerator for extraordinary loss on early
extinguishment of debt

$ � $ � $ � $ (219,000)

Numerator for net loss per share:
Net loss $ (990,000) $ (1,771,000) $ (4,233,000) $ (6,166,000)
Preferred stock dividends (55,000) (55,000) (165,000) (165,000)

Numerator for net loss per share $ (1,045,000) $ (1,826,000) $ (4,398,000) $ (6,331,000)

Denominator for loss per share:
Weighted average common stock shares 9,525,633 9,252,812 9,490,127 9,241,355

Basic and diluted loss per share:
Loss from continuing operations $ (0.04) $ (0.10) $ (0.23) $ (0.43)

Loss from discontinued operations $ (0.07) $ (0.10) $ (0.23) $ (0.24)

Extraordinary loss on early extinguishment of
debt

$ � $ � $ � $ (0.02)

Net loss $ (0.11) $ (0.20) $ (0.46) $ (0.69)

Stock options, warrants, and convertible preferred stock were not included in the computation of the diluted loss per share, due to their
antidilutive effect on the loss per share.

NOTE 8. SEGMENT AND RELATED INFORMATION

The Company has adopted SFAS No. 131, "Disclosures About Segments of an Enterprise and Related Information." This Statement
establishes standards for the way public business enterprises report information about operating segments in annual financial statements and in
interim financial reports issued to shareholders.

The Company's reportable segments are the various distribution channels used to market its products. The Company's products have
similar purposes and uses in each channel of distribution, but profitability varies among the channels. The Company considers itself a single
line of business with products that are marketed through direct marketing (catalog, electronic commerce and telemarketing), retail (Company-
owned stores), wholesale and sales to franchisees channels. In addition, the Company generates revenue from providing framing services to
outside corporate businesses on a contract fee basis. The Company has four reportable segments�Direct Marketing�Successories, Retail
Company-owned stores�See Note 3 "Discontinued Operations," Sales to Franchisees and other segments (Wholesale, Contract Framing and
Joint Venture retail stores). At the end of the first quarter in fiscal

10
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2002, the Company discontinued contract framing services for third party products. Any future contract framing services shall be limited
primarily to large and multiple unit production runs.

The accounting policies of the reportable segments are the same as those described in Note 2 of Notes to Consolidated Financial
Statements in the Company's 10-K. The Company evaluates the performance of its operating segments based on income (loss) before other
income (expense), income taxes and extraordinary item.

Summarized financial information concerning the Company's reportable segments is shown in the following table. The "Corporate" row
includes corporate related items not allocated to reportable segments.

Net

Sales

Segment

Profit (Loss)

Total

Assets

Capital

Expenditures

Depreciation

and Amortization

Three Months Ended
November 2, 2002:
Direct Marketing Successories $ 6,586,000 $ 654,000 $ 6,353,000 $ � $ 66,000
Sales to Franchisees 774,000 80,000 629,000 � 3,000
Other segments 554,000 195,000 673,000 3,000 8,000
Corporate � (1,244,000) 3,747,000 5,000 298,000

CONTINUING OPERATIONS $ 7,914,000 $ (315,000) $ 11.402,000 $ 8,000 375,000

Retail 100% owned stores $ 964,000 $ (675,000) $ 709,000 $ � $ 48,000

Three Months Ended
November 3, 2001:
Direct Marketing Successories $ 6,473,000 $ 769,000 $ 8,215,000 $ 6,000 $ 67,000
Sales to Franchisees 1,348,000 104,000 1,122,000 � 3,000
Other segments 666,000 (48,000) 759,000 � 9,000
Corporate � (1,638,000) 9,242,000 42,000 474,000

CONTINUING OPERATIONS $ 8,487,000 $ (813,000) $ 19,338,000 $ 48,000 $ 553,000

Retail 100% owned stores $ 1,395,000 $ (958,000) $ 1,960,000 $ 29,000 $ 494,000

Nine Months Ended
November 2, 2002:
Direct Marketing Successories $ 20,079,000 $ 1,933,000 $ 6,353,000 $ 12,000 $ 202,000
Sales to Franchisees 1,888,000 107,000 629,000 � 9,000
Other segments 1,635,000 315,000 673,000 8,000 28,000
Corporate � (4,375,000) 3,747,000 10,000 1,174,000

CONTINUING OPERATIONS $ 23,602,000 $ (2,020,000) $ 11,402,000 $ 30,000 $ 1,413,000

Retail 100% owned stores $ 3,897,000 $ (2,213,000) $ 709,000 $ 3,000 $ 836,000

Nine Months Ended
November 3, 2001:
Direct Marketing Successories $ 20,413,000 $ 1,671,000 $ 8,215,000 $ 53,000 $ 201,000
Sales to Franchisees 3,274,000 172,000 1,122,000 � 7,000
Other segments 2,363,000 114,000 759,000 � 37,000
Corporate � $ (5,929,000) 9,242,000 143,000 1,466,000
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CONTINUING OPERATIONS $ 26,050,000 $ (3,972,000) $ 19,338,000 $ 196,000 $ 1,711,000

Retail 100% owned store $ 4,611,000 $ (2,194,000) $ 1,960,000 $ 60,000 $ 988,000

The Company utilizes its facilities and the majority of its assets interchangeably among each distribution channel. Assets that relate
specifically to a reportable segment have been included in the
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above table. Assets identified to the reportable segments are primarily cash, receivables, inventory, prepaid catalogs, property and equipment,
and intangibles. The assets of the discontinued operations of the retail 100% owned stores have been included in the accompanying
consolidated balance sheet.

The following table presents the details for "Corporate":

Three Months Ended Nine Months Ended

November 2,

2002

November 3,

2001

November 2,

2002

November 3,

2001

Corporate administrative expenses $ 903,000 $ 1,073,000 $ 3,156,000 $ 3,292,000
Unallocated depreciation and amortization expense 298,000 474,000 1,174,000 1,466,000
Other expenses 39,000 91,000 147,000 252,000
Income tax expense (benefit) 4,000 � (102,000) 700,000
Extraordinary loss on early debt extinguishment � � � 219,000

$ 1,244,000 $ 1,638,000 $ 4,375,000 $ 5,929,000

Corporate administrative expenses are primarily charges for those functions not specifically attributable to any specific segment; these
functions include the product development, merchandising, information systems, accounting, legal, human resource and executive
departments. Included in the expenses associated with these functions are payroll and related costs, professional fees, information system
maintenance costs, office occupancy costs, and property, casualty and directors and officers insurance.

The Company's operations are in the United States. No single foreign country or geographic area is significant to the consolidated
operations. Long-lived assets are all located in the United States.

The Company's products include distinctive lines of wall decor, desktop accessories, books and stationery, personalized gifts and awards.
In addition, the Company sells other motivational products supplied by third parties.

For the nine months ended November 2, 2002 and November 3, 2001, net product sales by product categories were as follows:

Nine Months Ended

November 2,

2002

November 3,

2001

Wall décor 43.7% 43.4%
Desktop accessories 18.9% 21.2%
Books and stationery 18.9% 19.1%
Personalized gifts and awards 18.5% 15.5%
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Other � 0.8%

NOTE 9. NEW ACCOUNTING PRONOUNCEMENTS

During the second quarter ended August 3, 2002, the Company adopted FASB No. 144 "Accounting for the Impairment or Disposal of
Long-Lived Assets." The provisions of FASB No. 144 were applied to the Company's plan to close all of its 100% owned retail stores. The
operations of the Company's 100% owned retail stores can be distinguished from the rest of the entity and will be eliminated from the ongoing
operations of the Company. Accordingly, the operations of the 100% owned retail stores, net of applicable income tax effect, have been
presented as discontinued operations and prior period statements of operations have been reclassified accordingly. (See Note 3 for further
information).
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In May 2002, the Financial Accounting Standards Board issued FASB No. 145 "Recision of FASB Statements No. 4, 44, and 64,
Amendment of FASB Statement No. 13 and Technical Corrections," FASB No. 145 is effective for fiscal years beginning after May 14, 2002
unless adopted earlier. FASB 145 requires the stringent criteria of Accounting Principles Board No. 30 to be applied to debt extinguishments.
Prior debt extinguishments that do not qualify will be reclassified as ordinary. FASB 145 also amends the requirements for certain lease
modifications which result in a change in classification of the lease from a capital lease to an operating lease. In addition FASB 145 provides
guidance regarding the trucking industry's deregulation that occurred in 1980. The Company has not yet adopted FASB 145. The adoption of
FASB 145 will result in increasing the loss from continuing operations by $219,000, which was previously classified as an extraordinary item
for the nine months ended November 3, 2001.

In June 2002, FASB No. 146 "Accounting for Costs Associated with Exit or Disposal Activities," was issued. FASB No. 146 covers
accounting for costs associated with exit or long-lived asset disposal activities, such as restructurings, consolidation or closing of facilities,
lease termination cost, and employee relocation or severance cost. FASB No. 146 replaces Emerging Issues Task Force (EITF) 94-3, and is to
be applied prospectively to exit or disposal activities initiated after December 31, 2002. Early application is encouraged. One of the provisions
of FASB No. 146 changes the timing of when companies recognize costs associated with exit or disposal activities, so that the costs would
generally be recognized when they are incurred rather than at the date of a commitment to an exit or disposal plan. The Company adopted
FASB No. 146 in the second quarter of fiscal 2002. See Note 3 for a discussion of the discontinuance of the Company's 100% owned retail
operations.

On October 3, 2002, FASB No. 147, "Acquisitions of Certain Financial Institutions" was issued. FASB No. 147 covers accounting for
purchase transactions and intangible assets of financial institutions. FASB No. 147 is effective on October 1, 2003. The adoption of FASB
No. 147 is not expected to have a material impact on the Company's results of operations or financial condition.

NOTE 10. MANAGEMENT PLANS

Due to the continuing soft economic climate and the substantial loss before income taxes and extraordinary items of $5,712,000 sustained
in fiscal 2001, the Company retained the professional services of Duff & Phelps, LLC, an investment banking and financial advisory firm.
Duff & Phelps is currently assisting with the sale of the Company. Discussions continue with several prospective buyers, however, no
assurance can be given that the sale of the Company shall be effected. Although efforts to sell the Company remains a priority, management
has developed contingency plans to restructure and further reduce its expenses by the end of the current fiscal year, in the event the sale of the
Company does not occur. Management has also entered into discussions with various financing sources for funding alternatives to its current
credit facility which expires in June 2003. No assurance can be given that any restructuring plans undertaken by management will be
successful, or that the Company will be able to secure additional capital or borrowings on terms acceptable to it, or at all.

The Company will continue its primary focus on sales growth in the direct marketing channel, support of its current franchisees and
establishing additional wholesale outlets for the Company's products. In the process of reviewing its strategic options, the Company decided
on May 7, 2002 to take immediate steps to develop and implement a plan to close all of its 100% owned retail stores, (See Note 3 for further
information). At the end of the first quarter in fiscal 2002, the Company discontinued contract-framing services for third party products. Any
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future contract framing services shall be limited primarily to large and multiple unit production runs. Net sales and operating results for
contract framing were not material in fiscal 2001.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with, and is qualified in its entirety by, the Consolidated Financial Statements
and Notes thereto included elsewhere in this Report.

Successories designs, manufactures and markets a diverse range of motivational and self-improvement products, most of which are the
Company's own proprietary designs. The Company's products include distinctive lines of wall decor, desktop accessories, books and
stationery, and personalized gifts and awards. In-house designers create proprietary designs that can be used in conjunction with a wide
variety of products. The Company will also customize products to fulfill customers' special needs.

The Company's products are marketed primarily under its Successories trade name through direct marketing (catalog, electronic
commerce and telemarketing), retail channel (100% Company-owned stores), sales to franchisees and wholesale distribution. Although the
Company utilizes multiple distribution channels for its products, the Company's products have similar purposes and uses in each channel of
distribution. The profitability varies among products and distribution channels. The Company utilizes its facilities interchangeably for each
distribution channel. Furthermore, the marketing channels are directed at a single customer base located primarily in North America. In
addition, starting in fiscal 2000, the Company generated revenue from providing framing services to outside corporate businesses on a contract
fee basis. At the end of the first quarter in fiscal 2002, the Company discontinued contract framing services for third party products. Any
future contract framing services shall be limited primarily to large and multiple unit production runs. Net sales and operating results for
contract framing were not material in fiscal 2001.

Due to the continuing soft economic climate and the substantial loss before income taxes and extraordinary items of $5,712,000 sustained
in fiscal 2001, the Company retained the professional services of Duff & Phelps, LLC, an investment banking and financial advisory firm.
Duff & Phelps is assisting with the sale of the Company. Discussions continue with several prospective buyers, however, no assurance can be
given that the sale of the Company shall be effected. Although efforts to sell the Company remains a priority, management has developed
contingency plans to restructure and further reduce its expenses by the end of the current fiscal year, in the event the sale of the Company does
not occur. Management has also entered into discussions with various financing sources for funding alternatives to its current credit facility
which expires in June 2003. No assurance can be given that any restructuring plans undertaken by management will be successful, or that the
Company will be able to secure additional capital or borrowings on terms acceptable to it, or at all.

The Company will continue its primary focus on sales growth in the direct marketing channel, support of its current franchisees and
establishing additional wholesale outlets for the Company's products. In the process of reviewing its strategic options, the Company decided
on May 7, 2002 to take immediate steps to develop and implement a plan to close all of its 100% owned retail stores (See Note 3 in the
accompanying financial statements for further information). The results of operations and costs incurred to-date associated with the
Company's plan to close the 100% owned retail stores have been reflected as discontinued operations in the accompanying consolidated
financial statements.
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For the three and nine months ended November 2, 2002 and November 3, 2001, net product sales for the various distribution channels, as
a percentage of total net product sales, were as follows:

Three Months Ended Nine Months Ended

Copyright © 2012 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


November 2,

2002

November 3,

2001

November 2,

2002

November 3,

2001

Direct marketing�Successories 74.2% 65.5% 73.0% 66.6%
Retail 100% Company-owned stores 10.9% 14.1% 14.2% 15.0%
Sales to franchisees 8.7% 13.6% 6.9% 10.7%
Other channels 6.2% 6.8% 5.9% 7.7%

The gross profit margins for direct marketing and retail channels vary due to differences in product mix and volume discounts based on
order size. The gross profit margin for sales to the franchisees is lower than the direct marketing and retail channels since these sales are
generally made at wholesale prices.

RESULTS OF OPERATIONS

The following table sets forth the results of operations for the three months and nine months ended November 2, 2002 and November 3,
2001:

Three Months Ended

November 2, 2002 November 3, 2001 Increase (Decrease)

Amount % Amount % Amount %

(Dollars in thousands)

Net product sales $ 7,914 100.0% $ 8,487 100.0% $ (573) (6.8)
Cost of goods sold 3,933 49.7 4,581 54.0 (648) (14.1)

Gross profit on product sales 3,981 50.3 3,906 46.0 75 1.9
Fees, royalties and other income 298 3.8 286 3.4 12 4.2

Gross margin 4,279 54.1 4,192 49.4 87 2.1
Operating expenses 4,551 57.5 4,914 57.9 (363) (7.4)

Loss from continuing operations before other expenses and
taxes

(272) (3.4) (722) (8.5) 450 62.3

Interest and other expenses 39 0.5 91 1.1 (52) (57.1)

Loss from continuing operations before income taxes (311) (3.9) (813) (9.6) 502 61.7
Income tax expense (benefit) 4 0.1 � � 4 100.0

Loss from continuing operations (315) (4.0) (813) (9.6) 498 61.3

Loss from discontinued operations (675) (8.5) (958) (11.3) 283 29.5

Net loss $ (990) (12.5) $ (1,771) (20.9) $ 781 44.1
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Nine Months Ended

November 2, 2002 November 3, 2001 Increase (Decrease)

Amount % Amount % Amount %

Net product sales $ 23,602 100.0% $ 26,050 100.0% $ (2,448) (9.4)
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Cost of goods sold 11,740 49.7 13,200 50.7 (1,460) (11.1)

Gross profit on product sales 11,862 50.3 12,850 49.3 (988) (7.7)
Fees, royalties and other income 714 3.0 795 3.1 (81) (10.2)

Gross margin 12,576 53.3 13,645 52.4 (1,069) (7.8)
Operating expenses 14,551 61.6 16,446 63.1 (1,895) (11.5)

Loss from continuing operations before other expenses and
taxes

(1,975) (8.3) (2,801) (10.7) 826 29.5

Interest and other expenses 147 0.6 252 1.0 (105) (41.7)

Loss from continuing operations before income taxes (2,122) (8.9) (3,053) (11.7) 931 30.5
Income tax expense (benefit) (102) (0.4) 700 2.7 (802) (114.6)

Loss from continuing operations (2,020) (8.5) (3,753) (14.4) 1,733 46.2
Loss from discontinued operations (2,213) (9.4) (2,194) (8.4) (19) (1.0)

Loss before extraordinary item (4,233) (17.9) (5,947) (22.8) 1,714 28.8
Extraordinary loss � � 219 (0.8) (219) (100.0)

Net loss $ (4,233) (17.9) $ (6,166) (23.6) $ 1,933 31.3

Three Months Ended November 2, 2002 (Third Quarter 2002), Compared To Three Months Ended November 3, 2001 (Third Quarter
2001)

Net product sales were $7,914,000 in the current year third quarter ended November 3, 2002, compared to $8,487,000 for the
corresponding prior year third quarter ended November 3, 2001. The $573,000 or 6.8% decrease in net sales was comprised of sales to
franchisees of $574,000 or 42.6%, and other channels of $112,000 or 16.8%; offset by increase in direct marketing Successories sales of
$113,000 or 1.7%. The net sales and operations of the retail 100% owned stores are reported separately as discontinued operations on the
accompanying consolidated statements of operations and comprehensive loss.

The Company's direct marketing Successories sales in the third quarter 2002 were 1.7% higher than prior year third quarter 2001. The
Company increased it's overall catalog circulation in the current year third quarter 2002 by 22%, which was primarily in the prospect catalog
circulation. As a result, in third quarter 2002 the direct marketing sales from catalogs mailed in the third quarter increased by 28% which was
offset by a decrease in sales resulting from 16% fewer catalogs mailed in the first and second quarter 2002 in comparison to 2001. The
decrease in sales to franchisees can be primarily attributed to 15 fewer stores in operation in the current year in comparison to prior year. The
Company continues to refine the prospect catalog circulation strategy, aggressively target opportunities in niche markets and focus on
increasing customer re-buy rates. The decrease in net sales in the other channels from year to year can be primarily attributed to the
Company's decision made in first quarter 2002 to discontinue contract framing services for third party products, and one fewer joint venture
retail store in operation in the current year; offset by increase in the sales of wholesale channel as a result of new customer sales.

Gross margin increased in the current year third quarter 2002 to $4,279,000 from $4,192,000 in the prior year third quarter 2001. Even
though sales declined, gross margin increased in the current year as a result of higher gross profit percentage. The improvement in gross profit
is the result of change in channel sales mix and lower material costs. Also, the lower sales volume in the current year has not significantly
impacted the fixed product costs per unit due to various manufacturing cost reduction efforts undertaken by the Company.
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Operating expenses decreased in the current year third quarter 2002 to $4,551,000 from $4,914,000 in the prior year third quarter 2001.
The decrease in operating expenses from year to year of $363,000 is primarily in corporate payroll expenses related to workforce reductions
initiated in the third quarter 2001 and the second quarter 2002, variable operating expenses as a result of lower sales volume, and due to
certain additional charges recorded in the prior year third quarter related to severances and discontinuance of warehouse management system;
offset by higher advertising costs in the current year third quarter as a result of increase in catalog circulation.

In the second quarter 2002, the Company decided to take immediate steps to close all of its 100% owned retail stores and as a result
began negotiating early lease terminations with the various landlords. In accordance with FASB No. 144, the Company has reflected
separately the results of operations of the 100% owned retail stores as discontinued operations. During the third quarter 2002, the Company
recorded $308,000 in disposal costs related to lease termination contracts. Subsequent to third quarter 2002, the Company entered into lease
termination contracts at two stores and is in the process of pursuing early lease terminations at the remaining four stores. For the above
mentioned four stores, the leases extend beyond the current fiscal year. Actual lease termination costs will be determined by the lease
termination agreements negotiated with the landlords and could vary significantly if the Company cannot terminate lease agreements before
their schedule maturity.

The net loss was $990,000 in the current year third quarter 2002, compared to $1,771,000 in the corresponding prior year third quarter
2001. The loss from continuing operations improved from the prior year, in spite of lower sales volume, as a result of improved gross margin
and streamlining of operating expenses.

Nine Months Ended November 2, 2002 (Year-To-Date 2002), Compared To Nine Months Ended November 3, 2001 (Year-To-Date 2001)

Net product sales were $23,602,000 year-to-date for the nine months ended November 2, 2002, compared to $26,050,000 for the
corresponding prior year nine months ended November 3, 2001. The $2,448,000 or 9.4% decrease in net sales was comprised of direct
marketing Successories of $334,000 or 1.6%, sales to franchisees of $1,386,000 or 42.3%, and other channels of $728,000 or 30.8%. The net
sales and operations of the 100% owned retail stores are reported separately as discontinued operations on the accompanying consolidated
statements of operations and comprehensive loss.

The decrease in direct marketing net sales of 1.6% is primarily due to a 5% reduction in catalog circulation in the current year. The
circulation reduction reflects a refined catalog circulation strategy of increased customer catalog circulation and reduced prospect catalog
circulation. The prospect catalog circulation was reduced in the first and second quarter of the current year due to lower response rates
experienced in 2001. The refined catalog circulation strategy resulted in a positive impact to the operating profit of the direct marketing
channel as a result of improved return on the catalog advertising costs. The Company has started to experience better response rates than the
prior year for prospect catalogs and as a result increased circulation beginning in third quarter 2002 in comparison to the prior year third
quarter. Internet sales, which are included in the direct marketing Successories channel, increased by 15.8% from year to year. Internet sales
represented 26.8% of the total direct marketing sales in the current year and were 22.8% in the prior year. The Internet continues to be a
significant marketing and sales opportunity for the Company. The decrease in sales to franchisees can be primarily attributed to 15 fewer
stores in operation in the current year in comparison to prior year. The decrease in net sales in the other channels from year to year can be
primarily attributed to the Company's decision made in the first quarter 2002 to discontinue contract framing services for third party products,
and two fewer joint venture retail stores in operation in the current year.
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Gross margin decreased in the current year to $12,576,000 from $13,645,000 in prior year. The decrease in gross margin can be primarily
attributed to a decline in net sales from year to year. The gross profit, as a percentage of net sales, was higher in the current year as a result of
change in channel sales mix and lower material costs; offset by negative impact of product discounting in the first and second quarter of the
current year in comparison to prior year. The Company continues to evaluate promotional and permanent discounting of various products to
encourage consumer spending. The lower sales volume in the current year has not significantly impacted the fixed product costs per unit due
to various manufacturing cost reduction efforts undertaken by the Company.
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Operating expenses decreased in the current year to $14,551,000 from $16,446,000 in the prior year. The decrease in operating expenses
from year to year of $1,895,000 is primarily in catalog advertising costs due to reduced and refined catalog circulation, variable operating
expenses as a result of lower sales volume, corporate payroll expenses related to workforce reductions instituted in the third quarter 2001 and
the second quarter 2002, and due to certain additional charges recorded in the prior year related to bad debt reserves for franchisee related
receivables and discontinuance of warehouse management system.

In the current year income tax benefit, net, of $102,000 includes an income tax benefit of $106,000 related to income tax refund claims
approved and received from amended state returns. In the prior year second quarter 2001, the Company recorded an income tax expense of
$700,000 to increase the valuation allowance associated with the deferred tax asset balance. As a result of the challenging economic
environment, the Company's management determined that the valuation allowance should be increased due to the reduced likelihood that all
the benefits of the deferred tax asset related to the net operating loss (NOL) carryforwards would be fully utilized before they expire.

In the second quarter 2002, the Company decided to take immediate steps to close all of its 100% owned retail stores and as a result
began negotiating early lease terminations with the various landlords. In accordance with FASB No. 144, the Company has reflected
separately the results of operations of the 100% owned retail stores as discontinued operations. During the nine months ended November 2,
2002, the Company recorded $1,030,000 in disposal costs related to lease termination contracts entered to-date and asset impairment charges
for certain stores with negative cash flow projections anticipated through store closing date.

In the prior year first quarter 2001, the Company recorded an extraordinary loss of $219,000 related to early debt extinguishment. As a
result of pre-payment of the term loan and fixed rate loan with the Company's bank, the Company recorded an additional expense to write-off
the unamortized debt discount associated with the term loan and fixed rate loan.

In the current year the Company had a net loss of $4,233,000, in comparison to a net loss of $6,166,000 in the prior year. The improved
operating results, in spite of lower sales volume, can be attributed to improved gross margin, the Company's efforts to streamline operating
expenses and utilization of cost-effective marketing strategies to improve the operating results of the Company. For the nine months ended
November 2, 2002, the Company's loss from continuing operations was reduced by 46.2%, even though, net sales declined by 9.4%.

LIQUIDITY AND CAPITAL RESOURCES

The Company's ongoing cash requirements are for working capital, capital expenditures and debt service. The Company expects to rely
on cash generated from its operations, supplemented by borrowings available on its revolving credit loan, to fund its cash requirements.

Operating activities provided cash of $823,000 in the current year for the nine months ended November 2, 2002, compared to $1,391,000
in the prior year for the nine months ended November 3, 2001. The decrease in cash provided from operating activities can be attributed
primarily to the net
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change in asset and liability balances from year to year, offset by improvement in operating results in the current year. The change in assets
and liabilities balances was more significant in the prior year 2001 due to the decline in sales as a result of the downturn in the economy which
was experienced starting in February 2001, therefore, receivables and inventory balances decreased due to sales decline, and payables balance
increased with extending payment terms.

Investing activities used cash of $3,000 for the nine months ended November 2, 2002, compared to used cash of $141,000 for the nine
months ended November 3, 2001. The principal use of cash in investing activities is capital expenditures and the source of cash is proceeds
from sales of property and equipment. The capital expenditures in prior year were primarily related to corporate computer systems upgrades
and additional internet website costs. The Company's current credit facility limits capital expenditures to $1 million for the fiscal year.

Financing activities provided cash of $338,000 for the nine months ended November 2, 2002, compared to used cash of $1,842,000 for
the nine months ended November 3, 2001. Planned debt repayments on the term note and net repayments on the revolving credit loan were the
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principal uses of cash. Proceeds from net borrowings on the revolving credit loan were the primary source of cash. In the prior year first
quarter 2001, the Company prepaid its term loan and fixed rate loan with the bank as planned in an effort to strengthen the Company's balance
sheet and debt to equity position. The above noted loans had payment terms through June 2003.

On June 13, 2002, the Company obtained an amendment to the credit facility to modify certain financial covenants which were
retroactive to the first quarter ended May 4, 2002. In addition, the amendment adjusted the borrowing base and the revolver limits,
prospectively. In connection with this amendment, the Company agreed to provide the bank the option to exchange the stock warrants
previously issued to the bank in exchange for a success fee equal to 2% of the gross sales price, in the event that the Company is sold.

On September 11, 2002, the Company obtained approval to extend the step down in maximum borrowings from $3,500,000 to
$3,000,000 on the revolving credit loan from October 31, 2002 to January 1, 2003. The Company requested this extension to provide for
adequate revolving credit loan availability for the payout of projected lease termination costs related to the 100% Company-owned retail
stores, See Note 3 in the accompanying financial statements for further information.

At November 2, 2002, the Company was in compliance with all the debt covenants of the credit facility agreement and the available
borrowings on the revolving credit loan were $1,599,000. In the absence of the sale of the Company, but no later than the end of the fiscal
year, the Company shall implement its plan to restructure and further reduce its expenses. The Company will continue discussions with its
existing and new financing sources to replace its current credit facility which expires in June 2003. No assurance can be given that any
restructuring plans undertaken by management will be successful or that the Company will be able to secure additional capital or borrowings
on terms available to it or at all.

The Company believes that internally generated funds and the credit facility, as discussed above, will be sufficient to meet its current
operating needs, including funds required to close all of the 100% owned retail stores, fund debt service and make anticipated capital
expenditures.

SEASONALITY

The Company's business is subject to seasonal variations in demand. Historically, a significant portion of the Company's sales and net
income have been realized during the period from October through January. The effects of seasonality are greater in the Company's retail
operations and sales to franchisees than the other segments of its business, the impact of which will diminish going-forward as the Company
closes all of its 100% owned retail stores and with fewer franchisee stores in operation.
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Most operating expenses are incurred evenly throughout the year, although some selling and administrative expenses are variable depending
on sales, and direct marketing catalog advertising expenses as a percentage of sales are generally higher in the first calendar quarter due to
more prospecting. The Company's quarterly operating results may also vary depending upon such factors as catalog mailings and the timing of
new product introductions and promotions by the Company. Historically, the Company's cash requirements generally reach a seasonal peak in
the second half of the fiscal year to finance increased inventory levels needed to meet the third and fourth quarter sales demand.

INFLATION

The Company does not believe that inflation has had a material impact on its operations.

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This Form 10-Q report contains forward-looking statements which the Company believes are within the meaning of Section 27A of the
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Such forward-looking statements may be deemed to include,
among other things, statements relating to anticipated financial performance, the management team, management's long-term performance
goals, channels, programs to reduce costs and enhance asset utilization, banking arrangement and terms, realization of deferred tax assets, as
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well as statements relating to the Company's operational and growth strategies. Although the Company believes that the expectations reflected
in such forward-looking statements are reasonable, it can give no assurance that such expectations will prove to be accurate, and actual results
could differ materially from those addressed in forward-looking statements contained in this Form 10-Q report. Potential risks and
uncertainties include such factors as the financial strength of the economy, and the retail and catalog industries in general, changes in
consumer confidence, the level of spending on motivational-type products, the competitive pricing environment within the markets that the
Company distributes its products, the level of the Company's success in continuing to control costs and the Company's ability to increase
certain margins through economies of scale. Additional risks and uncertainties include the Company's ability to develop and introduce
successful new products, generate funds sufficient to meet its current operating and capital needs, sale of the Company, successfully exit the
retail channel (100% Company-owned stores), and ability to extend its current or obtain a new credit facility. Investors are also directed to
consider other risks and uncertainties discussed in the Company's public announcements, reports to shareholders and documents filed by the
Company with the Securities and Exchange Commission, including but not limited to Reports on Forms 10-K, 8-K and 10-Q. These risks and
uncertainties should be considered in evaluating forward-looking statements and undue reliance should not be placed on such statements. The
Company undertakes no obligation to update or revise any forward-looking statements to reflect events or circumstances that may arise after
the date on this report.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The Company is subject to market risk associated with adverse changes in interest rates and foreign currency exchange rates, but does not
hold any market risk sensitive instruments for trading purposes. The Company uses variable rate debt, as described in Note 5 of the Notes to
Consolidated Financial Statements. At November 2, 2002, principal exposed to interest rate risk is limited to $1,901,000 in variable rate debt.
The variable rate debt level varies periodically, and the maximum borrowing allowed at November 2, 2002 was $3,500,000 and subsequent to
January 1, 2003 will be limited to $3,000,000. The impact of a 1% change in interest rates on the variable rate debt is approximately $19,000.
The Company's exposure to foreign currency exchange rate risk relates primarily to the financial position and results of operations in Canada.
The Company's exposure to foreign currency exchange rate risk is difficult to estimate due to factors such as balance sheet
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accounts, and the existing economic uncertainty and future economic conditions in the international marketplace. The Company does not
expect significant impact from foreign currency exchange rate risk. The Company's Canadian operations annual sales are approximately
$2,000,000.

ITEM 4. CONTROLS AND PROCEDURES

a) Evaluation of disclosure controls and procedures. The Company's Chief Executive and Chief Financial Officers have concluded, based
on their evaluation within 90 days before the filing date of this quarterly report, that the Company's "disclosure controls and procedures"
(as defined in the Securities Exchange Act of 1934 Rules 13a-14(c) and 15-d-14(c)) are effective to ensure that information required to
be disclosed in the periodic reports that the Company files or submits under the Securities Exchange Act of 1934 is recorded, processed,
summarized and reported within the time periods specified in the Securities and Exchange Commission's rules and forms.

(b) Changes in internal controls. There have been no significant changes in the Company's internal controls or in other factors that could
significantly affect the Company's disclosure controls and procedures subsequent to the date of the previously-mentioned evaluation.
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PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

The Company was named as a defendant in a case filed by Pyramid Company of Buffalo ("Plaintiff"). Pyramid Company of Buffalo v
Successories, Inc. (Index No. 2002-8509) was filed in the State of New York Supreme Court in the County of Erie on August 15, 2002.
Plaintiff alleged that the Company entered into a lease agreement with Plaintiff and was in default under the lease agreement due to failure to
pay rent. Plaintiff sought the sum of $9,415.27 as and for past due rents; all rents that may accrue; and such other and further relief as seems
just and proper to the Court. The Company paid all past due rents sought and the parties are involved in settlement negotiations.

The Company was named as a defendant in a case filed by EKLECCO L.L.C. ("Plaintiff"). EKLECCO L.L.C. v Successories, Inc. (Index
No. 2002-5591) was filed in the State of New York Supreme Court in the County of Erie on August 14, 2002. Plaintiff alleged that the
Company entered into a lease agreement with Plaintiff and was in default under the lease agreement due to failure to pay rent. Plaintiff sought
the sum of $11,513.47 as and for past due rents; all rents that may accrue; and such other and further relief as seems just and proper to the
Court. The Company paid all past due rents sought and the parties are involved in settlement negotiations.

The Company was named as a defendant in a case filed by Pyramid Crossgates Company ("Plaintiff"). Pyramid Crossgates Company v
Successories, Inc. (Index No. 2002-5653) was filed in the State of New York Supreme Court in the County of Erie on August 14, 2002.
Plaintiff alleged that the Company entered into a lease agreement with Plaintiff and was in default under the lease agreement due to failure to
pay rent. Plaintiff sought the sum of $10,992.96 as and for past due rents; all rents that may accrue; and such other and further relief as seems
just and proper to the Court. The Company paid all past due rents sought and the parties are involved in settlement negotiations.

The Company was named as a defendant in a case filed by Scottsdale Fashion Square Partnership ("Plaintiff"). Scottsdale Fashion Square
Partnership v Celex Group, Inc. (now Successories, Inc.) (No. CV2002-016540) was filed in the Superior Court of the State of Arizona in the
County of Maricopa. Plaintiff alleged that the Company entered into a lease agreement with Plaintiff and was in default under the lease
agreement due to failure to pay rent. Plaintiff sought an order for immediate possession of the premises and all fixtures, trade fixtures, and
tenant improvements; a writ of restitution; the sum of $17,231.46 for unpaid rent, accrued interest and late charges; interest on unpaid rent and
late charges at the rate of 18% per annum; all rents that accrue with interest at the rate of 18% per annum, late charges at the rate of 5%, plus
applicable rental tax thereon at the rate of 1.9%, court costs with interest thereon at the rate of 10% per annum; and such other further relief as
the Court deemed just and proper. The parties settled the matter by entering into a Mutual Release and Cancellation of Lease Agreement dated
November 8, 2002.

Except as noted above, there are no other material pending legal proceedings against the Company. The Company is, however, at times
involved in routine litigation arising in the ordinary course of its business and, while the results of such proceedings cannot be predicted with
certainty, the Company believes that the final outcome of such matters will not have a material adverse effect on the Company's consolidated
financial position or results of operations.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

(a) See Index to Exhibits immediately following the Signatures page.

(b) No reports on Form 8-K have been filed during the three months ended November 2, 2002.
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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.

SUCCESSORIES, INC.
(Registrant)

Date: December 17, 2002 By:

/s/ GARY J. ROVANSEK

Gary J. Rovansek
President, Chief Executive Officer and Director
(Principal Executive Officer)

Date: December 17, 2002 By:

/s/ JOHN C. CARROLL

John C. Carroll
Senior Vice President, Chief Financial Officer
and Chief Operating Officer (Principal
Financial and Accounting Officer)
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CERTIFICATION

I, Gary J. Rovansek, President, Chief Executive Officer and Director of Successories, Inc., certify that:

1. I have reviewed this quarterly report on Form 10-Q of Successories, Inc.;

2. 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;

3. 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;

4. 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 we 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
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c) 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;

5. 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 the registrant's board of directors (or persons performing the equivalent function):

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

6. 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: December 17, 2002

/s/ GARY J. ROVANSEK
Gary J. Rovansek
President, Chief Executive Officer and Director,
(Principal Executive Officer)
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CERTIFICATION

I, John C. Carroll, Senior Vice President, Chief Financial and Chief Operating Officer of Successories, Inc., certify that:

1. I have reviewed this quarterly report on Form 10-Q of Successories, Inc.;

2. 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;

3. 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;

4. 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 we have:
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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

c) 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;

5. 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 the registrant's board of directors (or persons performing the equivalent function):

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

6. 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: December 17, 2002

/s/ JOHN C. CARROLL
John C. Carroll
Senior Vice President, Chief Financial and Chief
Operating Officer
(Principal Financial and Accounting Officer)
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INDEX TO EXHIBITS

Exhibit No. Description

3.1 Articles of Incorporation of Registrant�Amended and Restated as of October 28, 1999(12)

3.2 By-laws of Registrant(9)

3.3
Amended and Restated Certificate of Designation of Series A and Series B Convertible
Preferred Stock(10)
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4.1 Specimen Common Stock Certificate(9)

4.2 Specimen Series A Convertible Preferred Stock Certificate(11)

4.3 Specimen Series B Convertible Preferred Stock Certificate(11)

10.1 Form of Franchising Agreement(9)

10.3 Successories, Inc. Amended and Restated Stock Option Plan(15)

10.4 Joint Venture Agreement with Morrison DFW, Inc. and related documents(1)

10.5
Indemnification Agreement dated April 7, 1999 between the Company and Arnold M.
Anderson(8)

Indemnification Agreements in the form filed were also entered into by the Messrs. Seamas T.
Coyle, Timothy C. Dillon, C. Joseph LaBonte, Steven B. Larrick, Michael H. McKee, Mervyn
C. Phillips, Jr., Guy E. Snyder, Gary J. Rovansek, R. Scott Morrison, Jr., Jack Miller, Howard
I. Bernstein, Larry A. Hodges, and Leslie Nathanson Juris.

10.6
Common Stock Option Agreement granted to Arnold M. Anderson and Incentive Stock Option
Agreement granted to Arnold M. Anderson(2) *

10.7(a) Employment Agreement with Arnold M. Anderson dated March 1, 1996(3) *

10.7(b) Amendment to Employment Agreement with Arnold M. Anderson dated March 1, 1996(12) *

10.7(c)
Amendment to Employment Agreement with Arnold M. Anderson dated January 14,
1997(12) *

10.7(d)
Addendum to Employment Agreement with Arnold M. Anderson dated February 16,
2000(12) *

10.7(e)
Amendment to Employment Agreement with Arnold M. Anderson dated October 1,
2001(18) *

10.8 Employment Agreement with Michael H. McKee dated June 1, 1999(9) *

10.9 Credit Agreement between the Company and The Provident Bank dated as of June 20, 1997(4)

10.10
First Amendment to Credit Agreement between the Company and The Provident Bank dated as
of July 16, 1997(4)

10.11
Lease Agreement between LaSalle National Trust, N.A. as Trustee under Trust No. 120358
and Celex Group, Inc.(5)

10.12
Second Amendment to Credit Agreement between the Company and The Provident Bank dated
as of May 14, 1998(5)
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10.13
Third Amendment to Credit Agreement between the Company and The Provident Bank dated
as of September 1, 1998(6)

10.14 Employment Agreement with Gary Rovansek dated October 29, 1998(6)

10.15
Fourth Amendment to Credit Agreement between the Company and The Provident Bank dated
as of April 28, 1999(8)

10.16
Warrants to Purchase Common Stock of the Company granted to Provident Financial
Group, Inc. dated as of April 29, 1999(8)

10.17
Preferred Stock Purchase Agreement, dated as of May 28, 1999, by and among the Company
and the investors(7)

10.18
Registration Rights Agreement, dated as of May 28, 1999, by and among the Company and the
investors(7)

10.19
Preferred Stock Purchase Agreement, dated as of October 18, 1999, by and among the
Company and the investors(10)

10.20
Amendment No. 1 to the Registration Rights Agreement, dated as of October 18, 1999, by and
among the Company and the investors(10)

10.21
Fifth Amendment to Credit Agreement between the Company and The Provident Bank dated
as of April 6, 2000(13)

10.22
Sixth Amendment to Credit Agreement between the Company and The Provident Bank dated
as of August 28, 2000(14)

10.23
Joint Venture Agreement with Celebrating Excellence of Minnesota, Inc. and related
documents(16)

10.24
Seventh Amendment to Credit Agreement between the Company and The Provident Bank
dated as of September 4, 2001(17)

10.25
Eighth Amendment to Credit Agreement between the Company and The Provident Bank dated
as of December 3, 2001(18)

10.26
Ninth Amendment to Credit Agreement between the Company and the Provident Bank dated
as of June 13, 2002(19)

10.27 Retention Agreement with Gary J. Rovansek dated August 20, 2002(19)

10.28 Retention Agreement with John C. Carroll dated August 20, 2002(19)

10.29 Retention Agreement with John F. Halpin dated August 20, 2002(19)

10.30 Retention Agreement with Michael McKee dated August 20, 2002(19)
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10.31 Retention Agreement with Gregory J. Nowak dated August 20, 2002(19)

10.32
Tenth Amendment to Credit Agreement between the Company and the Provident Bank dated
as of September 11, 2002 (filed herewith)

10.33 Retention Agreement with James W. Brintnall dated December 5, 2002 (filed herewith)

21.1 Subsidiaries of the Registrant (filed herewith)

99.1 Certification of Chief Executive Officer (filed herewith)

99.2 Certification of Chief Financial Officer (filed herewith)
* Denotes management contract or compensatory plan or arrangement required to be filed as an exhibit.

(1) Previously filed with the Company's Annual Report on Form 10-K for the year ended April 30, 1994, and incorporated herein by
reference.

(2) Previously filed with the Company's Annual Report on Form 10-K for the year ended February 3, 1996, and incorporated herein by
reference.

(3) Previously filed with the Company's Form 10-Q Report for the quarter ended August 3, 1996, and incorporated herein by reference.

(4) Previously filed with the Company's Form 10-Q Report for the quarter ended November 1, 1997, and incorporated herein by reference.

(5) Previously filed with the Company's Form 10-Q Report for the quarter ended May 2, 1998, and incorporated herein by reference.

(6) Previously filed with the Company's Form 10-Q Report for the quarter ended October 31, 1998, and incorporated herein by reference.

(7) Previously filed with the Company's Current Report on Form 8-K filed on June 10, 1999, reporting date of event June 7, 1999, and
incorporated herein by reference.

(8) Previously filed with the Company's Form 10-Q Report for the quarter ended May 1, 1999, and incorporated herein by reference.

(9) Previously filed with the Company's Form 10-Q Report for the quarter ended July 31, 1999, and incorporated herein by reference.

(10) Previously filed with the Company's Current Report on Form 8-K filed on November 4, 1999, reporting date of event October 18, 1999,
and incorporated herein by reference.
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(11) Previously filed with the Company's Form 10-Q Report for the Quarter ended October 30, 1999, and incorporated herein by reference.

(12) Previously filed with the Company's Annual Report on form 10-K for the year ended January 29, 2000, and incorporated herein by
reference.

(13) Previously filed with the Company's Form 10-Q Report for the Quarter ended April 29, 2000, and incorporated herein by reference.

(14) Previously filed with the Company's Form 10-Q Report for the Quarter ended October 28, 2000, and incorporated herein by reference.

(15) Previously filed with the Company's Proxy Statement Schedule 14A filed on May 31, 2001, and incorporated herein by reference.

(16) Previously filed with the Company's annual report on Form 10-K for the year ended February 3, 2001, and incorporated herein by
reference.

(17) Previously filed with the Company's Form 10-Q Report for the Quarter ended November 3, 2001, and incorporated herein by reference.

(18) Previously filed with the Company's Form 10-K Report for the year ended February 2, 2002, and incorporated herein by reference

(19) Previously filed with the Company's Form 10-Q Report for the quarter ended August 3, 2002, and incorporated herein by reference
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Exhibit 10.32

TENTH AMENDMENT TO CREDIT AGREEMENT

THIS TENTH AMENDMENT TO CREDIT AGREEMENT ("Tenth Amendment") dated as of September 11, 2002, by and among
SUCCESSORIES, INC., an Illinois corporation, SUCCESSORIES OF ILLINOIS, INC., an Illinois corporation, and CELEX
SUCCESSORIES, INC., a Canadian corporation (hereinafter, together with their successors in title and assigns, called the "Borrowers" and
each of which individually is a "Borrower"), THE PROVIDENT BANK, as Agent, an Ohio banking corporation ("Agent"), and various
Lenders as set forth in the Credit Agreement.

PRELIMINARY STATEMENT

WHEREAS, Borrowers, Agent and Lenders have entered into a Credit Agreement dated as June 20, 1997, as amended by a First
Amendment dated as of July 16, 1997, a Second Amendment dated as of May 14, 1998, a Third Amendment dated as of September 1, 1998, a
Fourth Amendment dated as of April 28, 1999, a Fifth Amendment dated as of April 6, 2000, a Sixth Amendment dated as of August 28,
2000, a Seventh Amendment dated as of September 4, 2001, an Eighth Amendment dated as of December 3, 2001, and a Ninth Amendment
dated as of June 7, 2002 (as so amended, the "Credit Agreement");

WHEREAS, Borrowers have requested and Agent and Lenders have agreed to make amendments to certain definitions in the Credit
Agreement to allow certain reductions in the Maximum Revolving Commitment to deferred for an additional period of time; and

WHEREAS, Borrowers, Agent and Lenders now wish to amend the Credit Agreement in accordance with the terms and provisions
hereof.

NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties
hereto agree to supplement and amend the Credit Agreement upon such terms and conditions as follows:

1. Capitalized Terms. All capitalized terms used herein shall have the meanings assigned to them in the Credit Agreement unless the
context hereof requires otherwise. Any definitions as capitalized terms set forth herein shall be deemed incorporated into the Credit
Agreement as amended by this Tenth Amendment.

2. Definitions; Exhibits.

(a) The following definition contained in Section 1.2 of the Credit Agreement are hereby amended in its entirety to read as
follows:

"Maximum Revolving Commitment" means an amount equal to (i) prior to the Tenth Amendment Closing Date, such amount
provided in the Credit Agreement as in effect at such time, (ii) during the period from the Ninth Amendment Closing Date through
December 31, 2002, an amount equal to Three Million Five Hundred Thousand and 00/100 Dollars ($3,500,000.00), and (iii) from
and after January 1, 2003, an amount equal to Three Million and 00/100 Dollars ($3,000,000.00).

(b) Section 1.2 of the Credit Agreement is hereby amended to add the following definition to read in its entirety as follows:

"Tenth Amendment Closing Date" means the day on which the Tenth Amendment to Credit Agreement is executed and
delivered by all applicable parties.

3. Reaffirmation of Covenants, Warranties and Representations. Borrowers hereby agree and covenant that all representations and
warranties set forth in the Credit Agreement including, without limitation, all of those representations and warranties set forth in Article 5
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thereof, are true and accurate as of the date hereof and except to the extent that such relate to a specific date. Borrowers further reaffirm all
covenants set forth in the Credit Agreement, and reaffirm each of the affirmative

covenants set forth in Article 6, all financial covenants set forth in Article 7, except to the extent modified or amended by this Tenth
Amendment, and all negative covenants set forth in Article 8 thereof, as if fully set forth herein.

4. Conditions Precedent to Closing of Tenth Amendment. On or prior to the Tenth Amendment Closing Date, each of the following
conditions precedent shall have been satisfied:

(a) Documents. Each of the documents to be executed and delivered at the Tenth Amendment Closing and all other
certificates, documents and instruments to be executed in connection herewith shall have been duly and properly authorized,
executed and delivered by Borrowers and shall be in full force and effect on and as of the Tenth Amendment Closing Date.

(b) Legality of Transactions. No change in applicable law shall have occurred as a consequence of which it shall have
become and continue to be unlawful (i) for Agent and each Lender to perform any of their agreements or obligations under any of
the Loan Documents, or (ii) for Borrowers to perform any of their agreements or obligations under any of the Loan Documents.

(c) Performance. Except as set forth herein, Borrowers shall have duly and properly performed, complied with and
observed each of their covenants, agreements and obligations contained in each of the Loan Documents. Except as set forth herein,
no event shall have occurred on or prior to the Tenth Amendment Closing Date, and no condition shall exist on the Tenth
Amendment Closing Date which constitutes a Default or an Event of Default.

(d) Proceedings and Documents. All corporate, governmental and other proceedings in connection with the transactions
contemplated on the Tenth Amendment Closing Date, each of the other Loan Documents and all instruments and documents
incidental thereto, shall be in form and substance reasonably satisfactory to Agent.

(e) No Changes. Since the date of the most recent balance sheets of Borrowers delivered to Agent, no changes shall have
occurred in the assets, liabilities, financial condition, business, operations or prospects of Borrowers which, individually or in the
aggregate, are material to Borrowers, except as otherwise disclosed to Lenders and Agents in writing, and Agent shall have
completed such review of the status of all current and pending legal issues as Agent shall deem necessary or appropriate.

5. Miscellaneous.

(a) Borrowers shall reimburse Agent for all fees and disbursements of legal counsel to Agent which shall have been incurred
by Agent in connection with the preparation, negotiation, review, execution and delivery of this Tenth Amendment and the handling
of any other matters incidental hereto.

(b) All of the terms, conditions and provisions of the Credit Agreement not herein modified shall remain in full force and
effect. In the event a term, condition or provision of the Credit Agreement conflicts with a term, condition or provision of this Tenth
Amendment, the latter shall govern.

(c) This Tenth Amendment shall be governed by and shall be construed and interpreted in accordance with the laws of the
State of Ohio.

(d) This Tenth Amendment shall be binding upon and shall inure to the benefit of the parties hereto and their respective heirs,
successors and assigns.

(e) This Tenth Amendment may be executed in several counterparts, each of which shall constitute an original, but all which
together shall constitute one and the same agreement.

[Remainder of this page intentionally left blank. Signature page follows.]
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IN WITNESS WHEREOF, this Tenth Amendment has been duly executed and delivered by or on behalf of each of the parties as of the
day and year first above written.

BORROWERS:

SUCCESSORIES, INC., an Illinois corporation

By:
/s/ GARY J. ROVANSEK

Name: Gary J. Rovansek
Title: President

SUCCESSORIES OF ILLINOIS, INC., an Illinois
corporation

By:
/s/ GARY J. ROVANSEK

Name: Gary J. Rovansek
Title: President

CELEX SUCCESSORIES, INC., a Canadian
corporation

By:
/s/ GARY J. ROVANSEK

Name: Gary J. Rovansek
Title: President

AGENT:

THE PROVIDENT BANK, as Agent, an Ohio banking
corporation

By:
/s/ NICK JEVIC

Name: Nick Jevic
Title: Senior Vice President

LENDERS:

THE PROVIDENT BANK, an Ohio banking
corporation

By:
/s/ NICK JEVIC

Name: Nick Jevic
Title: Senior Vice President
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Exhibit 10.33

CHANGE IN CONTROL AGREEMENT

This Change In Control Agreement is effective as of this 5th day of December, 2002, by and between Successories, Inc., an Illinois
corporation, ("Company") and James W. Brintnall ("Employee").

W I T N E S S E T H:

WHEREAS, Employee is now employed by Company; and

WHEREAS, the Company has initiated a process in which there may be a Change in Control (as defined below) of the Company; and

WHEREAS, the Company desires to pay Employee additional compensation to stay with the Company through a Change in Control.

NOW, THEREFORE, in consideration of the premises and the mutual covenants contained in this Agreement, it is agreed as follows:

1. Term. This Agreement shall be effective until the later of (i) June 1, 2003 or (ii) the date of a Change in Control provided the
negotiations for such Change in Control began before June 1, 2003. If Employee's employment is terminated by the Company for other than
Just Cause (as defined below), Employee shall remain entitled and shall receive any payments hereunder in the event of a Change in Control
during the Term. In the event Employee's employment is terminated voluntarily or for Just Cause prior to a Change in Control, Employee shall
not be entitled to nor receive any benefits hereunder.

2. Payment Amount. If there is a Change in Control, the Company shall pay the Employee in cash, in one lump sum, and within five
(5) days following such Change of Control, the Payment Amount (as defined below). The Company may withhold from the Payment Amount
withholding taxes, other normal payroll deductions and any other amounts required by law to be withheld from the Payment Amount. Said
Payment Amount is in addition to and not in lieu of the compensation, benefits and/or other bonuses that the Employee earns or is entitled to
receive.

Notwithstanding any language to the contrary, the Company shall first apply the Payment Amount against (i) any debt owed to the
Company by Employee and (ii) any third party debt owed by the Employee which the Company has guaranteed.

3. Formula. The term Payment Amount shall mean an amount equal to the sum of (i) Thirty Two Thousand One Hundred and Forty
Three Dollars ($32,143) (the "Fixed Payment Amount") plus (ii) an amount calculated by the following formula (the "Variable Amount") if
the Consideration (as defined below) for the Change in Control is in excess of Twelve Million Five Hundred Thousand Dollars
($12.5 million):

Increase = (CSD - $12.5mm) × .078561 × .1364;

wherein "CSD" is the Consideration; and

wherein ..1364 is defined as the "Employee Share Factor."

Further, in the event the employment of an employee covered by this form of agreement is terminated voluntarily or for Just Cause and
there is a subsequent Change of Control during the Term of the Agreement, the Company shall redistribute the variable payment amount that
said employee would have received to Employee and any other eligible employee who was subject to a variable amount payment. The
redistribution amount shall be reapportioned based on said individuals relative Employee Share Factors.
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4. Definitions.

The term "Change in Control" shall mean any transaction or series or combination of transactions whereby, directly or indirectly, control
of, or a material interest in, the Company or any material

portion of its businesses or assets is transferred for Consideration, including, without limitation, a sale or exchange of capital stock or assets, a
merger or consolidation, a tender or exchange offer, a leveraged buy-out, the formation of a joint venture, minority investment or partnership,
or any similar transaction. If a Change in Control is accomplished whereby the Company's assets shall be sold, leased, conveyed or otherwise
disposed of, the person or entity purchasing the assets of the Company shall become a party to this Agreement and shall assume all of
Company's rights and obligations under this Agreement. If the person or entity purchasing the assets of the Company does not become a party
to this Agreement and assume the Company's rights and obligations hereunder, the Company shall not be released of its obligations hereunder.

The term "Consideration" shall mean the aggregate value of all cash, securities and other property paid for the Company in connection
with the Change in Control. In the case of a sale of the Company's stock, by merger, tender offer or other combination, the Consideration shall
not include any interest bearing indebtedness of the Company for borrowed money required to be repaid or assumed by the Company, directly
or indirectly, (by operation of law or otherwise) in connection with the Change in Control. In the case of the sale of the Company's assets, the
Consideration shall be reduced by the amount of any interest bearing indebtedness of the Company for borrowed money required to be repaid
by the Company in connection with the Change in Control. In the event that the Consideration received in a Change in Control is paid in
whole or in part in the form of securities or other property, then, for purposes of calculating the Employee's bonus hereunder, the value of such
securities or other property shall be the fair market value thereof on the day immediately preceding the consummation of the Change in
Control; provided, however, that if such securities consist of securities with an existing public trading market, the value thereof shall be
determined by the average of the last sales prices of such securities on the 30 trading days immediately preceding the consummation of the
Change in Control. Any amounts payable to the Company, any shareholder of the Company or any affiliate of the Company in connection
with a noncompetition, employment, consulting, licensing, supply or other agreement shall be deemed Consideration except for payments to
employees covered under this form of Agreement and in the case of an employment or consulting agreement to the extent such amounts
represent the fair value of services to be rendered. If all or a portion of the Consideration payable in connection with the Change in Control
includes contingent future payments, then the Consideration related to such payments shall equal the present value of the reasonably expected
maximum amount of such payments (as such amount is determined in good faith between the Company and Employee) using a discount rate
of eight percent (8%). If the Consideration to be paid is computed in a foreign currency, the value of such foreign currency, for purposes of
calculating Employee's bonus hereunder, shall be converted into U.S. Dollars at the prevailing exchange rate on the date on which the Change
in Control is consummated or on the date any contingent or escrowee Consideration is actually paid.

The term "Just Cause" shall mean (a) an act of fraud or dishonesty by Employee that is intended to result directly or indirectly in gain or
personal enrichment of Employee at Employer's expense; (b) conduct on the Employee's part which is intended to injure the Employer's
business or reputation; or (c) a felony crime or an act of moral turpitude committed by the Employee.

5. Arbitration. The Company and Employee agree to settle any controversy or claim arising out of or relating to this Agreement or the
breach thereof by arbitration in DuPage County, Illinois, in accordance with the rules then obtaining of the American Arbitration Association,
and judgment upon the award rendered may be entered in any court having jurisdiction thereof.

6. Waiver of Breach. The waiver by the either party of a breach of any provision of this Agreement by the other party shall not
operate nor be construed as a waiver of any subsequent breach by the other party.
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7. Binding Effect. This Agreement shall inure to the benefit of and shall be binding upon the parties hereto and their respective
successors, assigns, heirs and legal representatives, including the person or entity purchasing the assets or stock of the Company which causes
a Change in Control. Insofar as the Employee is concerned, this Agreement, being personal, cannot be assigned.

8. Headings. The headings contained in this Agreement are for reference purposes only and shall not affect the construction or
interpretation of this Agreement.

9. Severability. Whenever possible each provision of this Agreement shall be interpreted in such manner as to be effective and valid
under applicable law, but if any provision of this Agreement shall be prohibited by or invalid under applicable law, such provision shall be
ineffective to the extent of such prohibition or invalidity, without invalidating the remainder of such provision or the remaining provisions of
this Agreement.

10. Counterparts. This Agreement shall be executed in any number of counterparts, each of which shall, when executed, be deemed
to be an original, but all of which together shall constitute one and the same instrument.

11. Governing Law. This Agreement shall be construed (both as to validity and performance) and enforced in accordance with and
governed by the laws of the State of Illinois.

12. Notice. All notices which are required or may be given under this Agreement shall be in writing and shall be deemed to have been
duly given when delivered in person or three (3) days after being mailed by registered or certified first class mail, postage prepaid, return
receipt requested, if to the Employee, at the address listed under his name, or if to the Company, at the address listed under its name or to such
other address as such party shall have specified by notice to the other party hereto as provided in this Section.

13. Entire Agreement. Except as specifically provided for in this Agreement, this Agreement constitutes the entire agreement between
the parties hereto and supersedes all prior agreements, understandings and arrangements, oral or written, between the parties hereto with
respect to the subject matter hereof.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the day and date first above written.

EMPLOYEE: SUCCESSORIES, INC.

By:

/s/ JAMES W. BRINTNALL Name:

James W. Brintnall Its:

2S224 Burning Trail
Wheaton, Illinois 60187

Address:
2520 Diehl Road
Aurora, IL 60504
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Exhibit 99.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. 1350)

The undersigned, Gary J. Rovansek, President, Chief Executive Officer and Director of Successories, Inc. (the "Company"), has executed
this certification in connection with the filing with the Securities and Exchange Commission of the Company's Quarterly Report on
Form 10-Q for the quarter ended November 2, 2002 (the "Report").

The undersigned hereby certifies that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

IN WITNESS WHEREOF, the undersigned has executed this certification as of the 17th day of December, 2002.

/s/ GARY J. ROVANSEK
Gary J. Rovansek
President, Chief Executive Officer and Director
(Principal Executive Officer)
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Exhibit 99.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. 1350)

The undersigned, John C. Carroll, Senior Vice President, Chief Financial and Operating Officer of Successories, Inc. (the "Company"),
has executed this certification in connection with the filing with the Securities and Exchange Commission of the Company's Quarterly Report
on Form 10-Q for the quarter ended November 2, 2002 (the "Report").

The undersigned hereby certifies that:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

IN WITNESS WHEREOF, the undersigned has executed this certification as of the 17th day of December, 2002.

/s/ JOHN C. CARROLL
John C. Carroll
Senior Vice President,
Chief Financial and Operating Officer
(Principal Financial and Accounting Officer)
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