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FORWARD- LOOKI NG STATEMENTS

This Report, including "Managenent's Di scussion and Anal ysis of Financia
Condition and Results of Operations" contains "forward-| ooking statements"”
as defined in the Private Securities Litigation Reform Act of 1995.
Forwar d- | ooki ng statenents are estimates of, or statenments about our
expectations or beliefs regarding, our future financial perfornmance and
operating trends that are based on current information and that are subject
to a nunber of risks and uncertainties that coul d cause our actua
operating results in the future to differ significantly fromthose expected
at the current tine, including the risks and uncertainties described in
Part | of this Report under the caption "Item|--Description of

Busi ness--Certain Factors That Could Affect Qur Future Performance" and in
"Managenent's Di scussion and Anal ysis of Financial Condition and Results of
Qper ations" above.

Due to these and ot her possible uncertainties and risks, readers are
cautioned not to place undue reliance on the forward-1ooking statenments
contained in this Report, which speak only as of the date of this Report,

or to make predictions based solely on historical financial performance. W
al so disclaimany obligation to update forward-I|ooking statements contained
in this Report.

ltem 1. BUSI NESS
Col | ectors Uni verse--QOvervi ew

Col l ectors Universe is a | eading provider of value-added services to
deal ers and col l ectors of high-end collectible coins, sportscards,
currency, stanps, sports and entertai nnent nenorabilia, autographs and
other collectibles. Qur reputation and the breadth of our val ue-added
services facilitate commerce in collectibles by providing collectors and
dealers with the confidence to buy and sell high-end collectibles, sight
unseen, at Internet and tel ephonic auctions that we, and others, conduct
and by naking the collecting experience nore exciting and nmenorabl e.

Servi ce. We aut henticate the genui neness of collectible coins,
sportscards, autographs and stanps, and we grade the quality of
collectible coins, sportscards and stanps in accordance with
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consi stently applied uniform standards so that buyers can have the
assurance that the collectibles they are purchasing are genui ne and
are of the quality represented by the sellers.

Content . We conpile and publish authoritative informtion about
the rarity, quality and trading history of high-end collectibles
that make coll ectors and deal ers nore informed purchasers and
sellers and which adds to the excitenent of the collecting

experi ence.

Conmrer ce. We conduct prem um nulti-venue auctions at which

deal ers and collectors are able, in person, by mail, via the

tel ephone and on the Internet, to buy and sell rare or val uable
collectibles (which we sonetines refer to as "hi gh-end
collectibles"). W also operate an online collectibles marketpl ace,
at www. col l ectors.com, where collectors and deal ers can buy

hi gh-end col |l ecti bl es and where they can access the infornation we
publ i sh before naking their purchase and sale decisions. W also
operate co-branded websites with e-Bay and Yahoo, that facilitate
the purchase and sale of collectibles at their online auction sites
by enabling buyers and sellers of collectibles visiting their
auction sites to access our authentication and gradi ng services and
our collectibles content.

We generate revenues fromfees paid for authentication and gradi ng services
provided to our custoners, typically ranging from$6 to $70 per item W

al so generate revenues from conmi ssions paid by both buyers and sellers
when we sell collectibles that have been consigned to us for auctioning
("consigned collectibles"), the total of which generally ranges from 10%to
25% of the sales prices of the collectibles, and fromthe sal es of
collectibles that we purchase for resale at our auctions or through retai
sal es ("purchased collectibles" or "owned collectibles"). Wen we sel

owned collectibles in one of our auctions, we receive a buyer's fee at the
same rate as charged for consigned collectibles sold in our auctions.

W have devel oped sone of the |eading brand names in our collectibles
mar ket :

"PCGS" ("Professional Coin Grading Service"), which is the |eading
coin grading and authentication service in the United States;

"PSA" ("Professional Sports Authenticators"), which is the |eading
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sportscard gradi ng and aut hentication service in the United States;

"Bowers and Merena," which is a | eading auctioneer of rare and
collectible coins in the United States; and

"Lyn Knight Currency Auctions," which is a |eading auctioneer of
rare and col |l ecti bl e currencies.

The Hi gh-End Col |l ecti bl es Market QOpportunity

We believe that, over tine, the high-end collectibles market will continue
to grow as a result of increased nostalgia for nenorabilia, an increase in
| ei sure and di sposabl e income, the desirability of

owni ng col | ecti bles and investor confidence that collectibles wll
appreciate in value. We also believe that the conveni ence and efficiency of
the Internet will stinulate further growth in the high-end collectibles
market. It is also our viewthat this growh is dependent upon the
availability of reliable authentication and gradi ng services, authoritative
i nformati on necessary to value collectibles and trading foruns or venues
that enabl e buyers and sellers of collectibles to naximze the val ue of
their collectibles. As a provider of these services to the collectibles

mar kets, we have the opportunity to benefit directly fromsuch growmh in
terms of increased denand for our services.

| ndustry Backgr ound
Devel opnment of Coll ectibl es Markets.

Col l ectible Coin Gading and Authenticati on. The sight-unseen narket for
hi gh-end coi ns was practically non-existent prior to the devel opment of
consistently applied uniformaquality grading standards. Previously, buyers
needed to actually see a coin before purchase to determ ne whether its
quality justified the asking price. Even when buyers could view coins

bef ore purchase, they often | acked the know edge to determne, wth
confidence, the authenticity or quality of a coin. As a result, a system
for grading coins devel oped anong deal ers by which they used either
descriptive terns, such as "uncirculated,” "brilliant uncircul ated" and
"gembrilliant uncirculated," or a nunerical scale ranging from1l to 70,
wi t h hi gher nunmbers denoting a higher quality. However, whether using a
descriptive or nuneric system grading varied significantly fromdealer to
deal er, depending on a dealer's subjective criteria. Mreover, dealers were
hardly disinterested or independent, since as the buyers or sellers of the
coins they were grading, they stood to benefit financially fromthe
assignment of a particular grade. As a result, grading standards were often
i nconsi stently applied, and many coll ectors were vul nerable to fraudul ent
practices. These conditions severely linted the growth of the rare coin
mar ket and created a barrier to the participation of new collectors who
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| acked the expertise necessary to buy and sell w th confidence.

In response to these conditions, in 1986 we | aunched Professional Coin
Grading Service (PCGS), which instituted the practice of enploying expert
graders who were independent of the buyers and sellers of coins, thereby
providing inpartiality in the grading process. W established consistent
standards of quality measured agai nst an actual "benchmark" or "reference"
set of coins kept at our office, and we provided a warranty as to the
accuracy of our authentication and grading. W placed each graded coin in a
t anmper - evi dent hol der, so that any prospective buyer would know that it was
a PCGS authenticated and graded coin.

As a result, dealers were able to trade PCGS graded coi ns sight-unseen and

an electronic teletype network called the "Certified Coin Exchange"

devel oped and was used by dealers to buy and sell rare coins electronically
before the Internet became viable. In addition, we began to provide a range
of authoritative content on coin collecting to i nformand conmunicate with

the collector community, including guides that tracked the price and rarity
of PCGS graded coins.

Sportscard Grading and Aut henticati on. In the sportscard collectibles
mar kets, msrepresentations of authenticity and quality were also a barrier
to market growth. Using the skills and credibility we established with PCGS
in the coin market, in 1991 we | aunched Professional Sports Authenticator
(PSA), which instituted a sinmilar authentication and gradi ng system for
sportscards. Qur authentication and grading services have inproved the
marketability of sportscards by renmoving the barriers created by

m srepresentations of authenticity or quality and also facilitating sales
and tradi ng of sportscards over the internet and at renotely held sports
menorabilia auctions. The sportscards submtted to us for grading include
primarily ol der or vintage sportscards, particularly of menorable or
historically fanous or notable players, such as Joe Di Maggi o, Ted WI i ans,
M ckey Mantl e, Honus Wagner and nodern or newly produced sportscards of
current or new athletes who are or have becone popular with sports fans or
have achi eved new records or m | estones. These sportscards have or are
perceived to have sufficient collectible value to justify grading and are
sold nore frequently than are sportscards of |ess notable athletes, |eading
deal ers and collectors to submt themfor grading to enhance their
marketability. Additionally, the production and sale each new sports season
of new series of sportscards creates new coll ectibles that have been a
source of additional grading subm ssions to us.

Stanp G adi ng. Based upon our success in establishing grading for coins
and sportscards, in January 2000 we | aunched grading of U S. stanps through
Prof essi onal Stanmp Experts (PSE). Stamp authentication and grading is in
its infancy and, based on our experience in |aunching coin grading and
sports card grading, we expect to neet resistance to this concept in the
stanp coll ectibles market, which is heaped in tradition. W believe,
however, that the grading of stanps can gain, albeit gradually, a degree of
mar ket acceptance as gradi ng has for coins and sportscards.

Aut hentication of Sports and Historical Menorabilia. Forgeri es and

m srepresentation of authenticity al so have hindered devel opnent and growth
of the market for autographed nenorabilia. Operation Bull pen conducted by
the FBI and other |aw enforcenent agencies a few years ago uncovered

wi despread ni srepresentations as to the genui neness of sports nenorabilia.
Begi nning in 2001, we |launched our James Spence Autographs division,

of fering authentication services for sports autographs and nenorabili a.
This division is headed by Janes Spence who has devel oped an expertise and
is recognized as a |l eader in authenticating autographs, especially of
sports heroes. W believe the demand for our vintage authentication
services will grow as collectors increasingly rely on independent third
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parties for determ ning the genui neness of sports and entertai nnent
collectibles. W offer another authentication service, PSA/ DNA, that
certifies autographed sports collectibles at the tinme of signing or when
used during a sporting event. This service uses a proprietary

aut hentication systemthat incorporates a hol ographic, tanper-evident |abe
in conjunction with a special marking ink that is essentially
non-recreat abl e.

Col | ecti bl e Comrerce.

We conduct prem um auctions of high-end collectible coins, currency,
sportscards and sports, entertai nnent and historical nenorabilia. Qur
prem um auctions utilize a "multi-venue" auction format that all ows buyers
and sellers to select the bidding format that is the nost conveni ent and
confortable for them These auction formats include various conbinations of
mai | -i n-bids, tel ephone, Internet and live bidding. Qur prem um auction
conpani es include Bowers and Merena Gall eri es and Ki ngswood Coi n Auctions
for rare coins, Lyn Knight Currency Auctions for U S. Currency, Superior
Sportscard Auctions for vintage sportscards and sports menorabilia, and
(dyssey for entertai nment and historical nenorabilia. Several of our
auction conpanies are promnent within their respective collectibles

mar ket .

In 1999, Bowers and Merena auctioned the 1804 Childs Silver Dollar for

$4, 100, 000, the second highest price at which a U. S. Coin has been sold at
auction. Lyn Knight Currency Auctions holds the record for the highest
gross auction sales at any single auction of U S. currency at $6, 500, 000.

In conjunction with our auction comrerce, we also sell high-end collectible
coi ns and autographs through direct retail sales, catalogs and via the
Internet on our website at www. coll ectors.com These "e-Shops" continue to
become a nore inportant conponent of our direct retail sales activities in
the future.

We al so participate in e-comrerce through co-branded websites with e-Bay
and Yahoo. These co-branded websites of fer our authentication and grading
services to their users and al so direct themto our website for price

gui des on certain collectibles, rarity reports, verification of previously
aut henticated coll ectibles and other conmerce opportunities.

Cont ent and Publ i cati ons.

We publish authoritative price guides, rarity reports and other collectible
information. In July 2000, we acquired Odyssey Publications. Qdyssey
publishes the nationally distributed Autograph Collectors Magazine and is
considered to be a |leading authority within the entertai nnent and

hi stori cal autograph market. We al so publish the nonthly Sports Market
Report for primary distribution to our 6,000 PSA Collectors C ub nenbers.
In April 2001, COdyssey commenced distribution of the Sports Market Report
as a national magazine to nunerous outlets, including Borders, Barnes &
Nobl e, and to conveni ence stores, specialty outlets and grocery stores. W
bel i eve our price guides, rarity information and

aut hentication information has comercial potential, and we are exploring
various business opportunities to generate additional revenues from our
dat abases and publ i cati ons.

Qur Business Strategy
Qur objectives are to create an integrated provider of collectible services

to the high-end collectibles narkets and to increase our share of those
mar kets. To achi eve those objectives we intend to:
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Cross-Sell Qur Services and Products to Qur Established Customner

Base. Qur experience has shown that collectors of one kind of
collectible frequently are interested in other types of collectibles. As a
result, we devel op and conduct prograns designed to cross-sell our services
and products to our custoner base of dealers and collectors.

Penetrate Qther Collectibles Markets for Authentication and

Gr adi ng. There are other high-end collectibles markets in which growth
has been hanpered due to the absence of independent authentication and
gradi ng services. As a result, one of our strategies is to use our
reputation and expertise in coins and sportscards to penetrate new narkets.
During fiscal 2000, we |aunched the grading of rare and collectible stanps
and the authentication of autographs and other sports nenorabilia. W al so
bel i eve that authentication and gradi ng services can be extended to serve
different tiers of presently served narkets.

Leverage Brand Narnes. We have established | eading brands wthin sel ect
col l ectibles markets, including PCGS, PSA Bowers and Merena, Lyn Kni ght
Currency Auctions, Superior Sportscard Auctions, and PSA/DNA. W intend to
use the reputations of these brands to pronpote Coll ectors Universe as the
prem er factor in the high-end collectibles industry. Qur new stanp

aut hentication and gradi ng service, PSE, is leveraging the reputation of
our other grading services to gain credibility within the stanp

col I ecti bl es market.

Acqui re Conpl ementary Busi nesses. The coll ectibles narkets are
fragmented, and therefore we seek opportunities to acquire conplenentary
busi nesses to augment our growth and to penetrate new markets to

consol idate niches within these markets.

Form Strategi c Alliances. We have entered into strategic alliances with
eBay, Yahoo, Upper Deck, and others to pronote the Conpany's services, and
we will continue to seek out other strategic opportunities to expand our
busi ness and open new markets.

Expand I nternationally. We believe the market for authenticated and
graded col l ecti bl es can be geographically expanded to the PacRi m and

Eur opean markets. During fiscal 2001, we signed an exclusive distribution
agreenment with a Japanese conpany to authenticate and grade sportscards
publ i shed and distributed in Japan. However, the grading of collectibles is
inits infancy in many international markets, and we do not know whether it
will gain wide spread acceptance. W intend, however over the next severa
years, to pursue other international opportunities for coins, sportscards,
st anps, autographs and nenorabili a.

Factors That Could Affect Qur Future Financial Performance

A Decline in the Popularity of Hi gh-End Collectibles Could |Inpact Qur

Busi ness. The popul arity of collectibles may vary over time due to
perceived scarcity, subjective value, general consumer trends, changes in
the prices of precious nmetals, interest rates and other general economc
conditions. Since our operating results are affected by both the market
val ue of collectibles and the volume of collectibles transactions, a
decline in popularity of high-end collectibles would likely cause a
decrease in our revenues and our profitability.

Declines in General Econom c Conditions Could Affect Qur Operating

Resul ts. The availability of discretionary or disposable income is an
i mportant factor in the willingness and ability of individuals to purchase,
and the prices that they are willing to pay for, high-end collectibles.

Additionally, declines in purchases and sales of collectibles usually also
result in declines in utilization of authentication and
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gradi ng services, as such services are nmost often used by sellers and
purchasers of collectibles in conjunction with and to facilitate sale and
purchase transactions. As a result, econom ¢ uncertainties, downturns and
recessi ons can and do affect our operating results by (i) reducing the
conmi ssions we are able to generate on sales of collectibles, (ii) reducing
the frequency at which collectors submt their coins, sportscards and other
collectibles for authentication and grading, (iii) causing declines in the
val ue of collectibles that we hold in our inventory, (iv) reducing the
ability and willingness of customers to pay outstandi ng accounts

recei vabl e. One countervailing factor is that during econom ¢ downturns,
the value of gold and other precious netals tends to increase, which can
lead to increases in the sales prices of collectible coins.

Tenporary Popul arity of Some Coll ectibles Could Cause Qur Revenues to

Fl uct uat e. Tenporary consuner popularity or "fads" anmpng coll ectors may
lead to short termor temporary increases in the volume of collectibles
that we authenticate and grade and auction or sell. These trends may result
in significant period to period fluctuations in our operating results. Any
decline in the popularity of the collectibles we authenticate and grade and
auction or sell, as a result of changes in consumer trends, could harm our
busi ness. In particular, the market for authentication and gradi ng of
sportscards is relatively new, and the volune of sportscards we receive has
fluctuated significantly in the last two years. There is no guarantee that
the level of trading in sportscards will not continue to decline from
current |evels.

There Are Linmited Supplies of Collectibles. Qur business is
substantially dependent upon obtaining collectible coins, sportscards,
records and ot her high-end collectibles for authentication, grading and
auction. W depend upon dealers and collectors subnmtting collectibles for
aut hentication and grading, and there is no guarantee that the current
rates of grading and authentication subnissions will remain stable or

i ncrease. Although there are nunerous deal ers and coll ectors from whom we
are able to obtain collectibles for our auctions, there are only a limted
nunber of dealers with the capacity to submt high-end collectibles for
auction on a regular basis. A change in our relationships with suppliers or
deal ers could negatively inmpact our ability to obtain or auction high-end
collectibles in the quantities and at the times we desire. This could
inmpair our ability to attract a sufficient nunber of people interested in
hi gh-end col l ectibles to our auctions, which would lead to reductions in
our revenues and a decline in our operating results. See "lnventory and
Working Capital" el sewhere in this Item 1.

Variability of Qur Operating Results. Qur operating results are and can
be significantly affected by the frequency and size of our high-end
collectibles auctions. The timng, frequency and size of those auctions
cannot be fixed, because scheduling of those auctions depends on when
sufficient consignments of collectibles can be obtained to justify the
hol di ng of such auctions. In addition, as a result of revenue recognition
policies that apply to auctions, under generally accepted accounting
principles auction revenue generated in a particular accounting period may
not be recognized until the subsequent accounting period. As a result, our
auction revenue, and therefore our operating results, often vary from
period to period. See "lItem 7--Managenent's Di scussion and Anal ysis of

Fi nanci al Condition and Results of Operations"” in Part Il of this Report.

We May | ncur Losses on Qur Collectibles Inventory. In addition to
auctioning collectibles on consignment, we own sone of the collectibles
sold in our auctions and own almost all of the collectibles that we sell at
retail. We purchase these collectibles fromdealers and collectors and
assune the inventory and price risks of these itens until they are sold. If
we are unable to resell these purchased coll ectibles when we want or need
to, or at prices sufficient to generate a profit on their resale, or if the
mar ket val ue of our inventory of purchased collectibles declines, our
revenues and operating results would decline. See "Inventory and Wrki ng
Capital" elsewhere in this Item1.
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Qur Investnent and Expansion in New Col |l ecti bles Markets May Not Generate
Adequat e Returns. W have expanded into new collectibles markets,

of fering authentication and grading services in the collectible stanp

mar ket and aut hentication services in the autograph sports nenorabilia
market for the first tine. Those services nmay not find narket acceptance by
deal ers and collectors in those markets as they have in the coin and
sportscard markets. In addition, standards for authenticating and grading
stanps and aut henticating autographs are not well established, which

i ncreases the risks of errors in grading and

aut hentication that could make it difficult to establish the creditability
of such services on which the success of those businesses is dependent. As
aresult, we may not generate acceptable returns, and we could I ncur |osses
on our investnments in these new businesses.

O her Risks Associated Wth Expansi on of Qur Business. | f appropriate
opportunities present thenselves, we also intend to acquire businesses,
technol ogi es, services or products that we believe will help us to expand

our business. The process of integrating an acquired business, technol ogy,
service or product may result in operating difficulties and expenditures
whi ch we cannot anticipate and may absorb significant managenent attention
that woul d otherwi se be available for further devel opnent of our existing
busi ness. Mreover, the anticipated benefits of any acquisition may not be
realized. Any future acquisitions of other businesses, technol ogies,
services or products mght require us to obtain additional equity or debt
fi nanci ng, which might not be available to us on favorable terns or at all
and m ght be dilutive.

We Coul d Suffer Losses on Authentication and G ading Warranti es. We
offer a warranty covering the coins and sportscards that we authenticate
and grade. Under the terns of our warranty, any coin or sportscard that was
originally graded by us and which subsequently receives a | ower grade upon
resubmttal to us for grading, obligates us either to purchase the coin or
sportscard or pay the difference in value of the itemat its original grade
as conpared with its | ower grade. We have no insurance coverage for clains
made under these warranties and, therefore, we maintain reserves to satisfy
such warranty cl ai ns based on historical experience, which in the past have
proven to be adequate. If warranty clains were to exceed these reserves, we
woul d i ncur additional charges that woul d adversely affect our operating
results.

I ncreased Conpetition Could Affect Qur Financial Perfornmance. Qur
auction and retail businesses are highly conpetitive. W conpete directly
with ot her auction conpanies that specialize in and have an i ndustry
reputation for hosting prem um collectibles auctions, including Sotheby's,
Inc., Christie's, Inc. Mastronet and Heritage Capital Corporation. These
conpetitors each have the ability to attract collectible consignnents and
buyers to their auctions as a result of their reputation and the quality of
the collectibles they are able to obtain through their industry connections
and financial resources. In addition, other reputable auction conpanies
that do not presently engage in auctions for coins or sportscards, or other
collectibles that are the focus of our business, nay decide to enter our
markets to conpete with us. Some conpani es have greater name recognition
and have greater financial and marketing resources than we do. CQur retai

sal es business is highly conpetitive with hundreds of conpetitors, sone of
whom are | arger and enjoy greater name recognition than our conpany.

Addi tionally, although there are few major conpetitors in the collectibles
aut hentication and gradi ng markets, conpetition also is intense in these
markets. Increases in conpetition could adversely affect our pricing and
profit margins and our ability to achieve further gromh. See "Conpetition"
el sewhere in this Part 1.
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The I nposition of Governnent Regul ati ons Could I ncrease the Costs of Doing
Busi ness. The coll ectible coin and other high-end collectibles narkets
are not currently subject to direct federal, state or |ocal regulation

al t hough auctions in general and the sale of particular types of artwork
and aut ographed sports nenorabilia are regulated in sone states. However,
fromtinme to time governnent authorities discuss additional regulations
whi ch coul d i npose restrictions on the collectibles industry, such as
regul ating collectibles as securities or requiring collectibles dealers to
neet registration or reporting requirements, and inpose restrictions on the
conduct of auction busi nesses. Adoption of laws or regulations of this
nature could increase the conplexity and costs of conducting auctions,

whi ch might decrease our ability to attract sellers and buyers.

Factors that Could Affect our Share Price Perfornmance

Possi bl e Delisting of our Shares by NASDAQ Duri ng the quarter ended
June 30, 2002, the bid price of our shares declined below $1. 00 per share
for a period of 30 consecutive tradi ng days, where it has since renained.
We have been notified by NASDAQ t hat our shares may be delisted from
tradi ng on the NASDAQ National Stock Market if the bid price does not
increase to at |least $1.00 per share for 10 consecutive trading days wthin
the succeeding 90 days and we are unable to denonstrate to NASDAQ t hat our
share price will so increase as a result of actions being taken by the
Conpany. Al though we believe that anticipated

i nprovenents in operating results in the current fiscal year will result in
the required inprovenent in the trading price of our shares, there is no
assurance that NASDAQ will not proceed with the delisting. A delisting of
our shares from NASDAQ woul d nmake it nmore difficult for our stockholders to
sell their shares in the open narket and for the Conpany to attract new

i nvestors and to achi eve inprovenments in the price perfornmance of our

stock. Accordingly, if necessary to mmintain our NASDAQ |isting, subject to
the approval of our stockholders we are prepared to inplenent a reverse
stock split of our outstanding shares to increase our share price above
$1.00. See Item5 in Part Il of this Report.

Servi ces and Custoners

Aut hentication and Gradi ng of Collectibles. We of fer authentication and
gradi ng services for coins and sportscards and have recently inaugurated
the grading of stanps. Using proprietary grading software devel oped by us,
our teans of trained and experienced authenticators and graders determ ne
the authenticity of an itemsubmtted and then assign a nuneric grade to
the itembased upon its quality. After the itemis graded, it is usually
encapsul ated in a tanper-evident plastic holder. Custoners for our

aut hentication and gradi ng services include individual collectors, dealers
and, to a limted extent, whol esal ers and nanufacturers.

We al so offer authentication services for vintage sports autographs and
signed sports nenorabilia. After an itemof nenorabilia is determned to be
authentic, it is entered into our database, with a digital picture for
future reference, and issued a certificate of authenticity. Custoners for
our authentication services are primarily individual collectors and

deal ers. W also offer authentication services for "signed-in-the-presence"
aut ographs and sports nenorabilia, in which we use our proprietary PSA/ DNA
aut hentication systemto affix a hol ographic |abel and/or special ink to
the itemthat marks the item as genui ne.

PCGS Coi n Gradi ng Operations. Since our inception in 1986, we have
graded nore than 7,000,000 coins with a declared insured value of nore than
$9.0 billion. We authenticate and grade approxi mately 600, 000 coi ns per
year and, depending on the custoner's requested turnaround tinme, we
typically charge between $8 and $100 per coin for this service. W have
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graded, either before or after sale, three of the five highest priced U S.
coins ever sold at public auction, including an 1804 silver dollar that was
purchased for approxi mately $4, 100, 000. W al so have been naned as the

of ficial grading service of the Professional Num smatists Guild, the nopst
prom nent non-profit national coin dealer trade organi zation

Qur grading of coins involves a very exacting and standardi zed process. W
receive coins fromdeal ers and collectors and enter theminto our
proprietary conputerized inventory system which tracks the coins at every
stage of the grading process. The coins are graded by experts with years of
coi n gradi ng experience who foll ow our benchmarked gradi ng standards. Coins
enter the grading process w thout any markings that could identify the
owner of the coin ensuring that our graders are conpletely objective.
Graders al so exam ne the coins independently from one another. Based upon
the type of coin and the results of the grading process, our proprietary
sof tware determ nes whether additional graders will examine the coin to
assign a final grade. The coin is then sonically sealed in our

speci al | y-desi gned hol der, which al so encases the grade, the description of
the coin and the PCGS hol ogram and brand name. The coin, grade and
description are then verified by one or nore experts who have the authority
to resubmit the coin for further review, if necessary. Only after the
gradi ng phase is conplete is the coin reunited with its invoice, thus
keepi ng the gradi ng process independent of the identity of the owner and
the history of the coin

PSA Sportscard G adi ng Operations. Qur PSA Division first started
gradi ng sportscards in 1991 and has graded over 4 million sportscards with
a declared value of nmore than $0.6 billion. W enpl oy authentication and

gradi ng procedures and provide warranties of accuracy that are simlar to
the procedures enployed and warranties given in authentication and grading
of coins. In addition to baseball cards, we authenticate and grade
football, hockey and basketball sportscards and other collectible cards. W
typically charge between $6 and $20 per card for our authentication and
gradi ng service, depending on the customer's requested turnaround tinme. W
al so have periodically entered into arrangenents with sportcard

manuf acturers to grade, in bulk, nodern sportscards that they produce.

W experienced a rapid increase in grading subm ssions between fiscal 1999
and fiscal 2000. However, during the 4th quarter of fiscal 2000, sportscard
submi ssions started to decline froma quarterly rate of approxi mately

520, 000 cards to approximately 310,000 cards per quarter, a |level at which
it has remai ned throughout fiscal 2001 and 2002. W believe that this
decrease in subnission rates is due, in part, to an increase in the nunber
of nodern sportscards in circulation, which has led to a reduction in
resale prices of those sportscards that has reduced the economic incentive
to have them graded. However, we have been able to partially offset that
decline in subm ssions through our Sport Card Set Registry Prograns. Those
programs, introduced by PSA in fiscal 2001, have encouraged collectors to
coll ect or amass sets or conbinations of related vintage and al so nodern
sportscards, conprised not only of the cards of nore fanous and popul ar

pl ayers, but also of |ess notable players who may have been or are
associated with particular teans or sports events. To enhance the
collectibility and marketability of such related sets or conbinations of
sportscards, on an increasing basis, dealers and collectors have been
submitting the cards maki ng up those sets for grading, including those of
the | ess notabl e players which might not otherw se have been subnmitted for
gr adi ng.

QO her Authentication and Gradi ng Services. We comenced stanp

aut hentication and gradi ng and sports autograph authentication during
fiscal 2000. The volune of subm ssions through fiscal 2002 has not been
material, and since these services are new to the markets, we cannot
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predi ct when or even whether they will gain nmarket acceptance.

H gh-End Col | ecti bl es Auctions and Sal es. We conduct prem um aucti ons
for high-end collectibles, including coins, currency, sportscards and
sports nmenorabilia, rare records, entertai nment and historical nenorabilia.
Al'l of our premumauctions offer multi-venue bidding that includes varying
conbi nati ons of Internet, tel ephone, mail and in-person formats. Wile the
nunber of prem um auctions varies each year, we typically conduct

approxi mately 20 prem um auctions each fiscal year

Custonmers for our prem um auctions are generally individual collectors and
deal ers. At those auctions we sell collectibles that are consigned to us by
deal ers and collectors ("consigned collectibles") and, to a | esser extent,
collectibles that we purchase for resale at our auctions ("purchased
collectibles" or "owned collectibles"). W also make direct and catal og
sales primarily of purchased coll ectibl es.

We generate revenue fromour auctions in the form of conmm ssions fromboth
buyers and sellers of consigned collectibles and from sal es of purchased
collectibles that we sell and buyer's commi ssions on the sale of purchased
or owned collectibles. Commissions fromthe sale of consigned collectibles
vary but are generally between 10%to 25% of the sales price of the
collectible. W charge buyers a conmi ssion on the sale of owned
collectibles that varies but is generally between 10% and 15% of the sales
price. Revenues fromthe sale of owned collectibles were $19, 983,000 and
$23, 152,000 in fiscal 2002 and fiscal 2001, respectively. Comm ssions
revenues fromthe sale of consigned and owned coll ectibles were $4, 875, 000
and $6, 241,000 in fiscal 2002 and fiscal 2001, respectively. See "ltem
7--Managenent's Discussion and Anal ysis of Financial Condition and Results
of Operations" in Part Il of this Report.

Prem um Aucti ons. Prem um auctions feature special or unique
collectibles that are sold in a multi-venue auction formats. In sone of our
prem um auctions, we utilize "call back bidding" where bidders can choose to
be call ed back by a phone operator imrediately after the close of the first
auction phase to be given the opportunity to participate in the fina

bi ddi ng phase.

We require consignors in our prenmumauctions to ship their collectibles to
us prior to auction. W photograph and prepare descriptions for all itens
consigned to us for auction and conpile and publish a catalog of all itens
to be auctioned in advance of each of our prem um auctions. Collectors can,
thus, view all of the collectibles to be auctioned, along with conplete
descriptions, either by visiting our website and viewi ng online, or by
ordering a catalog in hardcopy format. At the conclusion of the auction, we
handl e shi ppi ng and paynent transacti ons.

Direct and Catal og Sal es. W al so nmake sal es of high-end collectibles at
fixed prices at our website, at industry shows, by e-mail, newsletters,
catal ogs and by other direct sales prograns to custoners

that prefer purchasing collectibles at fixed prices rather than acquiring
them at auctions. W have a regul ar database of custonmers to whom we nake
direct and catal og sal es, which include individual collectors.

Publ i cati ons and Content. We publish authoritative price guides and
rarity reports for certain collectibles, including coins, currency and
sportscards. This information is available on our website and in our
publications that are distributed throughout the year. These publications
i ncl ude:

Price Cuides. We provide a wide variety of authoritative price guides
for a nunber of collectible markets. For exanple, we track the value of the
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3,000 nost actively-traded U. S. coins with informati on dating back to 1970.
We conpile and publish this information in a w dely recogni zed collectible
coi n i ndex, the CU3000.

Rarity Reports. Three prinmary characteristics drive the narket val ue of
many col lectibles: relative rarity, grade and significance to collectors.
We conpile and publish reports that list the total nunber of sportscards
and colns we have graded since our inception in 1986, categorized by item
type and grade determinati on. We can publish, for exanple, the exact nunber
of MS67-grade 1881-S Morgan silver dollars we have graded. Collectors can
utilize this information to nmake i nformed decisions regardi ng the purchase
of particul ar coins.

Articles. Collecting is a passion for nany and has nuances and anecdot es
that are well suited to a library of articles for each category of
collectible. We wite informative articles and publish themon our website.
A sense of community is also inportant to collectors. W, therefore
encourage our users to communicate and to wite articles that can be made
available to all collectors.

Hi storical Content. Collecting is often about history, and, in nany

i nstances, the collectible's history is what makes it valuable. In our
catal ogs, and in other publications, we provide short histories about
unusual and rare collectibles that add to the attracti veness and excitenent
of purchasing such itemns.

News. We provide the information that collectors and dealers need to
track recent events, trends and devel opnents in the collectibles markets we
serve. For exanple, new collectibles are constantly being created, sone
collectibles increase in popularity and other collectibles sell at record
prices.

Cust oner Support

We devote significant resources to providing personalized, custonmer service
and support in a tinmely manner. Custoners can check the status of their
gradi ng subm ssions at our Internet website. In addition, customers or
prospective buyers can confirmthe authenticity of the over 11 million

col l ectibles we have graded. Custoners al so can choose to tel ephone or
e-mai |l our general support staff. We al so make avail abl e specialists and
experts who are able to address virtually any issues our custoners nay
encount er when using our services.

I nventory and Working Capita

Qur inventory consists primarily of collectibles held for sale in our
auctions and through direct sales. In our prem umauctions, the majority of
the collectibles sold are consigned to us, but we do sell collectibles
owned by us, particularly sportscards and entertai nnent nenorabili a.

Col l ectibles sold through direct sales or catalog are usually owned by us.
The supply of high-end collectibles is linmted, and the timng of their
availability in sufficient quantity to support our prem um auctions and
direct sales is uncertain. W, therefore, purchase Inventory to insure
availability and to take advantage of the opportunities to acquire high-end
collectibles at favorable prices. In some circunstances, we may purchase a
large "collection" of inventory with the intent of selling it in nultiple
future auctions. Therefore, our inventories are exposed to potentially
[imted turnover and valuation risks associated with fluctuations in their
mar ket prices. The Conpany periodically reviews its inventories and takes
reserves agai nst potential valuation |oss.

Historically, fees for authentication and gradi ng were generally prepaid or
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paid at the time the itemwas submtted. Prepaynents for services are
recorded as deferred revenue until the service is conpleted and the itemis
returned. In prior fiscal years, prepaid submttals have provided us with a
consi stent source of cash and inproved our working capital position. At
June 30, 2002, deferred grading revenue, that is, the value of prepaid, but
unprocessed gradi ng subm ssi ons, was $545,000 as compared to $288, 000 at
June 30, 2001. We advance, to certain consignors in our prenium auctions,
funds in anticipation of selling their collectibles at auction. W
general ly charge market rates of interest for such advances and hold their
consi gnnent as collateral. This practice is conmon in the market for

hi gher-end collectibles and is used to attract consignments to our
auctions. At June 30, 2002, we had advanced $3, 359, 000 to consi gnors.

The timng of prem um auctions can have a significant inmpact upon our
wor ki ng capital. We generally pay consignors 45-days after the cl ose of any
auction but collect, all, or essentially all, the receivables from an
auction 60 days follow ng the conpletion of the auction. This auction cycle
can cause significant fluctuations in the Conpany's cash bal ances and
wor ki ng capital position. See "Minagenent's Di scussion and Anal ysis of

Fi nancial Condition and Results of Operations” in Part Il of this Report.

Manuf act uri ng and Suppliers

We purchase injection-nolded parts, holograns and printed | abels for our
gradi ng services. There are nunerous suppliers for these items, and any one
could be substituted without significant delay or cost to the Conpany.
However, while there are nunmerous sources for injection nolded parts, these
parts require a die to fabricate the part. The manufacture of high
precision dies can be a | engthy process and requires considerabl e expertise
in their fabrication. W do not have "back-up" dies for many of our high
vol ume injection molded parts, and we rely on one supplier for these
requirenents. In the event that this supplier experiences a protracted
producti on stoppage, we would not be able to service all of our custoners.

Qper ations and Technol ogy

We utilize proprietary software for our authentication, grading, order
tracki ng, order processing and certain database functions. During fisca
2002, we conpleted interfacing our proprietary grading software with a new
conpany-w de enterprise software system Total cost of this new software,
and rel ated hardware, was approxi mately $1, 250,000, of which, approximtely
$600, 000 and $50, 000 was expensed during fiscal 2002 and 2001,

respectively, representing primarily pre-devel opment and
post-i npl enentation training and support costs. Approxi mately $600, 000 has
been capitalized and is being anortized over a 3 to 5 year life.

Conpetition

There are three main conpetitors in coin grading, Num smatic Guaranty

Cor poration of Anerica, |Independent Coin G ading and ANACS, a subsidiary of
Amps Press, Inc. and a few mnor conmpetitors. |In sportscard grading, there
are also two mmin conpetitors, Beckett and Sportscard G adi ng Corporation
but nunerous snaller conpetitors. The sportscard gradi ng market attracts
new conpetitors every year and, every year, several conpetitors disappear
fromthe market. In July 2001, a new conpetitor entered the sportscard
gradi ng market, SCD Authentic, a division of Krause Publications. W
bel i eve that PCGS and PSA have the | argest market share in each of their
respective markets, but barriers to entry into the authentication and
grading market are relatively |low, especially into the sportscard grading
mar ket . However, the devel opnent of a brand nanme that buyers and sellers
will rely on for meking "sight-unseen" purchases can take several years to
devel op, and collectors tend to favor grading services that have an

est abl i shed reputation and whose gradi ng standards tend to support the

hi ghest price in the market.

Qur traditional auction business is also highly conpetitive. W conpete
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directly with other conpanies that specialize in collectibles and have an
i ndustry reputation for hosting premumcollectibles auctions. Qur
conpetitors in traditional auction markets include Heritage Num smatic
Auctions, Currency Auctions of Anmerica, recently purchased by Heritage,
Mastro Fine Sports Auctions, G eg Manning Auctions and nunerous snaller
auction conpani es that conpete in our markets for coins, sportscards and
sports menorabilia, currency, rare records, autographs, and other types of
collectibles. In addition, other

reput abl e and rmuch | arger auction conpani es such as Sotheby's, Christie's
and Butterfield & Butterfield, which do not specialize in, but do conduct
auctions for collectibles that our Conpany specializes in, are potentia
conpetitors. In addition, other significant auction conpanies that do not
presently engage in auctions for coins or sportscards or other collectibles
that are the focus of our business may decide to enter our markets to
conpete with us. These conpani es have greater nane recognition than us and
have access to nore financial and marketing resources than we do. W
bel i eve that the principal conmpetitive factors in the traditional auction
busi ness are the reputation of the Conmpany hosting the auction, the hosting
party's ability to attract buyers to the auction and the quality of

col l ectibles available for sale at the auction.

In addition to these traditional auction conpanies, several conpanies have
devel oped sal es, auctions and trading over the Internet. While these

I nternet e-comerce conpani es generally host auctions or sell collectibles
that have | ower average selling prices than our collectibles sold at
auction, several of themare nuch | arger and have greater financia
resources than our Conpany. These conpanies include eBay and, to a | essor
extent, Yahoo and Amazon. |In addition, several |arge conpanies sel

speci alty consuner products, including collectibles through interactive

el ectroni c medi a, including broadcast, cable and satellite television and,
increasingly, the Internet. These conpani es include QVC, Honme Shopping

Net wor k and Shop At Hone. They generally have substantial financia
resources and, while their current collectible offerings tend to be Iess
focused and at |ower prices than our collectible offerings, there can be no
guarantee that they will not becone significant conpetitors in the future.

Direct sales of collectibles is highly conpetitive. There are thousands of
retail establishments that sell collectibles directly to collectors, and
there are numerous catal og conpanies and e-tailers that offer collectibles
for sale through the Internet. The Conpany is not domi nant in any of these
markets, and barriers to entry are relatively low in e-comrerce using
commercially avail abl e software

Intell ectual Property

Qur intellectual property primarily consists of trademarks, copyrights, and
proprietary software and trade secrets. As part of our confidentiality
procedures, we generally enter into agreenments wi th our enpl oyees and
consultants and |limt access to, and distribution of, our software,
docunent ati on and other proprietary information

The following table sets forth a |list of our trademarks, both unregistered
and registered, that are currently being used in the conduct of our

busi ness:

Unr egi stered Marks Regi st ered Marks
Coi n Uni verse Bowers and Merena Galleries Collectors Universe
Col I ectors. com Ki ngswood Coi n Aucti ons PCGS
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Lyn Kni ght Currency

Auct i ons Sports Col | ectors Universe PSA

Superi or Sportscard

Auct i ons Currency Universe PSA/ DNA

Bowers and Merena

Aucti ons Record Uni verse Good Rockin' Toni ght

We have not conducted an exhaustive search of possible prior users of the
unregi stered trademarks |isted above and, therefore, it is possible that
our use of some of these trademarks may conflict with others.

Gover nnent Regul ati on

Nunmerous states, including the State of California in which our
headquarters is |ocated, have regul ations regarding the manner in which
"auctions" may be conducted and the liability of "auctioneers" in
conducting such auctions. We nust conply with each state's requirenents
when conducting in-person auctions and are required to collect sales tax
dependi ng on the collectible sold and manner in which title changes. The
Conpany conducts nmulti-venue auctions in which the custoner may bid,

i n-person, over the tel ephone or on the Internet through our website. At
this time, it has not been determned if a state or

11

governmental body could claimauthority over a nmulti-venue auction for
pur poses of conplying with "auctioneering” laws or the collection of sales
t ax.

Enpl oyees

As of June 30, 2002, we had 187 full-tinme enployees and 33 part-tine

enpl oyees. Included in this total were 105 in gradi ng and aut hentication

52 in collectible sales and auction, 6 in website devel opment, 4 in sales
and marketing and 53 in other business and adm nistrative services. W have
never had a work stoppage, and no enpl oyees are represented under

col l ective bargai ning agreenents. We consider our relations with our

enpl oyees to be good.

[tem 2. PROPERTI ES

We | ease approxi mately 59, 000 square feet for our California-based
headquarters under a nine-year |ease that comenced in Novernber 2000. This
new facility exceeds our space requirenments, and we are seeking to sublet a
portion of the facility.

W al so | ease a 6,500 square foot office in Wl feboro, New Hanpshire; a
3,700 square foot office in Lenexa, Kansas; a 3,200 square foot office in
Traverse City, Mchigan; a 1,500 square foot office in Ow gsburg,

Pennsyl vania and a 2,900 square foot office in Corona, California.

[tem 3. LEGAL PROCEEDI NGS

At June 30, 2002, we were not party to any |egal proceedings that we
believe is material.

Item 4. SUBM SSI ON OF MATTERS TO A VOTE OF SECURI TY HOLDERS
None.
EXECUTI VE OFFI CERS OF REG STRANT
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Nanme Age Posi ti ons
Roger W Johnson 67 Chi ef Executive Oficer
David G Hall 55 Pr esi dent
M chael J. Lew s 58 Chi ef Financial Oficer

ROGER W JOHNSON has served as a Director of Collectors Universe since
Novenber 1999 and was el ected as its Chairman and Chief Executive O ficer
in Septenber, 2001. From 1996 to Septenber 2001, M. Johnson was a private
i nvestor. He was appointed by President Clinton and served as the

Adm nistrator of the General Services Administration of the United States
from1993 to 1996. M. Johnson al so has been Chief Executive Oficer of the
Young Presidents' Organization, International since 1998. He is a nenber of
the boards of directors of The Needham Funds, Inc., Sypris Solutions, Inc.,
Insul ectro, Carole Little and the Wrnen's Consuner Network, Washi ngton,
D.C. M. Johnson was Chairman and Chi ef Executive Oficer of Wstern
Digital Corporation from1982 to 1993. M. Johnson holds an MB. A in

i ndustrial management fromthe University of Massachusetts.

I n August 2002, M. Johnson announced his decision to step down as Chairnman
and Chi ef Executive Oficer of the Conmpany, after having achi eved goal s he
had set for hinmself when he assumed those positions with the Company. In
announci ng that decision, M. Johnson stated it was tine to hand over his
responsibilities to a new chief executive officer who could conmit to a
much | onger period of |eadership with the Conpany than he would be able to
do. The Conpany's Board of Directors has opened an active search for a
successor to M. Johnson, who has agreed to remmin as Chief Executive
Oficer for an interimperiod to assist with the transition to the new

Chi ef Executive Oficer. At the sane tine, the Board of Directors elected
Janes H. O Neal, as Chairman of the Board, to lead that search. M. O Neal,
who is a private investor and has served as a director of the Company since
June, 2001, was the President and Chief Executive O ficer of Frito-Lay
International from 1997 until his retirement in 2000, and prior to 1997

hel d a nunmber of executive positions with Pepsi Co, the parent conpany of
Frito-Lay.

DAVID G HALL has served as President of Collectors Universe, Inc. since
Sept enber 2001. From April 2000 to Septenmber 2001, M. Hall served as our
Chai rman of the Board and Chief Executive Oficer. M. Hall also served as
Chairman of the Board and a Director since founding Collectors Universe in
February 1986. From 1986 to January 1999, he al so served as President and
Chi ef Executive Oficer. M. Hall was honored in 1999 by CO Nage Magazi ne
as Num smatist of the Century, along with 14 others. In 1990, M. Hall was
nanmed an Orange County Entrepreneur of the Year by INC. nagazine. In
addition, he has witten A Mercenary's Quide to the Rare Coin Market, a
book dedicated to coin collecting. M. Hall is also a nenber of the

Pr of essi onal Numi smatists Cuild.

M CHAEL J. LEWS has served as Chief Financial Oficer of Collectors

Uni verse, Inc. since October 2001. From January 2000 to Cctober 2001, M.
Lewis was a private investor. In 1998, M. Lewis was Chief Financial

O ficer of the Young Presidents' Organization. During 1999, M. Lew s was
an associate with Eureka Financial Mrkets. From 1994 to 1997, M. Lew s
served as

Chi ef Executive O ficer of National Case Management. Prior to that tine,
M. Lewi s served as a Financial Consultant or as Chief Financial Oficer,

i ncluding Chief Financial Oficer of Wstern Digital Corporation and Enul ex
Cor por at i on.
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[tem 5. MARKET FOR COVMON STOCK AND RELATED STOCKHOLDER MATTERS

The Conpany's comon stock has been listed on the Nasdag National Market,
tradi ng under the synbol CLCT, since Novenber 4, 1999, when we commenced
our initial public offering of conmon stock. The followi ng table sets forth
hi gh and | ow cl osing prices for our commobn stock, as reported by the Nasdaq
Nati onal Market for each of the fiscal quarters in the fiscal years ended
on June 30, 2002 and 2001:

Fi scal 2002 Hi gh Low
First Quarter 2.23 .71
Second Quarter 1.60 .72
Third Quarter 1.72 1.11
Fourth Quarter 1.50 .76
Fi scal 2001 Hi gh Low
First Quarter 4. 67 2.50
Second Quarter 2.56 1.53
Third Quarter 2.19 1.44
Fourth Quarter 2.20 1.45

The Conpany had 162 hol ders of record of its comopn stock and approxi mately
2,119 beneficial owners on June 30, 2002.

Possi bl e Delisting of Shares and Possi bl e Reverse Stock Split. Duri ng
the quarter ended June 30, 2002, the trading prices of our shares declined
to less than $1. 00 per share for 30 consecutive trading days. As a result,
we have been informed by NASDAQ t hat our shares may be delisted from
tradi ng on the NASDAQ Stock Market, unless we can denpnstrate to NASDAQ s
satisfaction that the decline in our share price is tenporary and the price
will increase above $1.00 in the near term A delisting of our shares from
the NASDAQ Stock market would result in a decline in the marketability and
the liquidity of our shares, naking it nore difficult for our stockhol ders
to purchase and sell shares when they want or need to do so and for us to
achi eve i nprovenents in our share price perfornmance

As a result, if NASDAQ determines to proceed with the delisting of our
shares, the only alternative avail able for achieving the increase in our
share price required to maintain our NASDAQ listing may be a reverse stock
split of our outstanding shares, in all probability rangi ng somewhere

bet ween a one share-for-three share to a one share-for-five share reverse
split. Accordingly, we intend to ask our stockhol ders, at our Annua

St ockhol ders Meeting schedul ed for December 4, 2002, to grant the Board of
Directors the authority to effectuate a reverse split of our outstanding
shares within that range. |If the reverse stock split is approved, the Board
of Directors is likely to inplement it only if it becones necessary to
ensure the continued listing of our shares on the NASDAQ Stock Market.
Accordingly, even if the reverse stock split is approved by the

stockhol ders, the Board of Directors may el ect to delay, or even abandon it
entirely if we are able to otherwise maintain the listing of our shares on
NASDAQ.

Di vi dends and Share Repurchases
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We do not intend to declare or pay cash dividends in the foreseeabl e
future, as it is our current policy to retain all earnings to support
future growm h and expansion

Pursuant to an open market and private stock repurchase program approved by
the Board of Directors, from Septenber 25, 2000, through Decenber 28, 2000,
t he Company purchased 500,000 of its shares at an average price of $2.04
per share. Although we do not currently have plans to do so, depending

13

on market conditions and the alternatives for which the Conpany's cash may
be used, the Board of Directors may consider adopting additional stock
repurchase programs in the future

[tem 6. SELECTED CONSOLI DATED FI NANCI AL DATA

The consol i dated statenents of operations data and bal ance sheets data for
each of the fiscal years shown, 1nclude the operations of Collectors
Universe, Inc. and its predecessor, Professional Coin Gading Service, I|nc.
The sel ected operating data for the fiscal years ended June 30, 2002, 2001
and 2000, and the sel ected bal ance sheet data at June 30, 2002 and 2001,
are derived fromthe Conpany's audited consolidated financial statenents

i ncl uded el sewhere in this Report. The selected financial data for the
fiscal years ended June 30, 1999 and 1998 and at June 30, 2000, 1999 and
1998 are derived fromaudited consolidated financial statenments that are
not included in this Report. The followi ng data should be read in
conjunction with our consolidated financial statenents and the rel ated
notes thereto and "Management's Di scussion and Anal ysis of Financia
Condition and Results of Operations" included herein.

Years Ended June 30, (4)

Consol i dat ed
St at enent s of

Operations Data 2002 2001 2000 1999 1998

(G I R R T
(in thousands, except per share data)

Net revenues $44,781 $ 52,384  $42,374 $22,563 $ 10,989

Cost of revenues 26, 517 30, 604 20, 185 8, 654 2,915

Gross profit 18, 264 21, 780 22,189 13, 909 8,074

Sel ling, genera
and admini strative

expenses 20,911 19, 954 18,614 14, 368 7,135
Anortization of

goodwi | | 1, 649 1,798 1, 070 337 33
| mpai r ment of

goodwi | | 51 906 -- -- --
Qperating i ncone

(1 oss) (4, 347) (878) 2,505 (796) 906
I nterest incone,

net 379 855 748 30 26
O her incone

(expense), net 23 (33) (161) (28) (46)

I ncome (I oss)

before i ncome

t axes (3, 945) (56) 3,092 (794) 3886
Pr ovi si on

(benefit) for
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i ncome taxes (2) (1, 435)
Net income (I o0ss)

(3) $(2,510)
Net income (I o0ss)

per share:

Basi ¢ $ (0.10)
Di | ut ed $ (0.10)
Wei ght ed aver age

shar es

out st andi ng:

Basi ¢ 25, 389
Di | uted 25, 389
Bal ance Sheet

Dat a:

Cash and cash

equi val ent's $ 4,947
Wor ki ng capi tal 18, 496
Total assets 45, 509
St ockhol ders

equity 37,128

1. Consolidated statenments of operations data are not conparable for al
11, 2002, we acquired the operating assets of
On July 18, 2000, we acquired the

On March 10, 2000, we

peri ods shown. On Apri
Col l ectible Properties,

I nc.
publ i shi ng busi ness of Odyssey Publicati ons.

$ 612

acquired the operating assets of Bowers and Merena. On February 5,

1999, we acquired the auction businesses of Lyn F. Knight Rare Coins,
and Ki ngswood Coin auctions LLC and acquired an additiona
in Superior Sportscard Auctions LLC. On January 25,
40% nmenber shi p i nterest

I nc.
menber shi p interest

1999, we acquired an additiona
Uni verse LLC. The operating results for the periods shown include the

40%

in | nternet

operating results of each of those acquired conpanies only for the
peri ods subsequent to their acquisition

sca

i

i
federm
five nonths of fisca
C corporation rates.

In
app
1999
for

2000, we provided for federa
cable for a C corporation.

year

and state incone taxes at
For the first seven nonths of fisca
we provided for state incone taxes at 1.5% and nade no provision
i ncome taxes because we were an S corporation
1999, we provided for
For fiscal

1.5% the rate applicable for California S corporations,

provision for federa

rates

For the | ast

i ncomre taxes at applicable
1998, we provided inconme taxes at
and made no
i ncome taxes because we were an S corporation
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3. Net incone (loss) is not conparable for all periods presented because
we converted froma substantially non-taxable S corporation to a fully
taxabl e C corporation on February 5, 1999.

4. The Conpany's fiscal year ends on the Saturday closest to June 30th.
Accordingly, the last three fiscal years ended on June 29, 2002, June
30, 2001 and July 1, 2000. For clarity of presentation, all fisca
years are reported as ending on June 30th.

Item 7. MANAGEMENT" S DI SCUSSI ON AND ANALYSI S OF FI NANCI AL CONDI TI ON AND
RESULTS OF OPERATI ONS

The foll owi ng di scussion and anal ysis should be read in conjunction with
the "Sel ected Consolidated Financial Data" and the Conpany's consoli dated
financial statenents and related notes included el sewhere herein.

Critical Accounting Policies and Estinmates

Gener al . The Conpany's consolidated financial statenments have been
prepared in accordance with accounting principles generally accepted in the
United States of Anerica ("GAAP"). In determning the carrying val ue of
sone of our assets and liabilities, principally accounts receivable,

i nventories, warranty obligations, deferred incone taxes, and goodw ||, we
must nake judgments, estimates and assunptions regarding future events and
circunstances that could affect the value of those assets and liabilities,
such as future economic conditions that will affect our ability to collect
our accounts receivable or sell our inventories in future periods. Those

j udgrments, estimtes and assunptions are based on current information
available to us at the tine they are made. Many of those events and

ci rcumst ances, however, are outside of our control and if changes in those
events or circunstances occur thereafter, GAAP nmay require us to adjust our
earlier estinmates that are affected by those changes. Any downward
adjustments are commonly referred to as "wite-downs" of the assets

i nvol ved.

Addi tional ly, decisions of when adjustments of this nature should be made
al so require subjective judgnents involving an assessnment or prediction
abut the effects and duration of events or changes in circunstances. For
exanple, it is not easy to predict whether events, such as occurred on
Sept enber 11, 2001 or increases in interest rates or econom c sl owdowns,
wi || have short or |onger term consequences for a particul ar business and
it is not uncommon for it to take sone tine, after the occurrence of an
event or the onset of changes in econom c circunstances, for the ful
effects of such events or changes to be recognized.

It is our practice in certain cases to establish reserves or allowances to
record any downward adjustnents or "wite-downs" in the carrying val ue of
assets such as these. Exanples include reserves or allowances established
for uncollectible accounts receivable (sonetines referred to as "bad debt
reserves") and reserves for slow noving i nventory. Wite-downs are charged
agai nst these reserves or allowances and those reserves are replenished
following such wite downs, or increased to take account of changed
conditions or events, by charges to inconme or increases in expense in our
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statenment of operations in the periods when those reserves or all owances
are replenished or increased. Wth respect to other assets, such as
goodwi I I, we wite down their carrying value directly in the event of an

i mpairment as a charge to income. As a result, our judgnents, estimates and
assunptions about future events can and will affect not only the anmpunts at
whi ch we record these assets on our bal ance sheet, but also our results of
operations.

Under GAAP, we al so nust make estinates or judgnents regardi ng the periods
during which, and al so regarding the anpbunts at which, sales are recorded.
Those estimates and judgnents will depend on such factors as the

ci rcunst ances under which custonmers nay be entitled to return the products
or reject or adjust the payment for the services provided to them
Additionally, in the case we grant our customers contractual rights to
return products sold to them we establish a reserve or all owance for
product returns by means of a reduction in the anmount at which the sales
are recorded, based primarily on the nature, extensiveness and duration of
those rights and our historical product return experience.

In maki ng our estimtes and assunpti ons we foll ow GAAP and accounti ng
practices applicable to our business that we believe will enable us to nmake
fair and consistent estinmates of the realizable or recoverabl e amunts of
those assets and establish adequate reserves or allowances. Set forth bel ow
is a summary of the accounting policies that we believe are naterial to an
under st andi ng of our financial condition and results of operations that are
di scussed bel ow.

Revenue Recognition and the Al owance for Returns. We record, as
deferred revenue, all prepaid grading subnm ssions until the itens are
graded and returned to the submitter. Upon shipnment back to the custoner,
we record the revenue from gradi ng and deduct this anount from deferred
revenue. For deal ers who have open account status, we record revenue at the
time of shipnent.

We record revenue fromthe sale of collectibles at our auctions at the tine
the collectible is either shipped based on agreenment with the customer or
delivered in-person to the successful bidder. Shiprment or delivery
general ly takes place after paynent is received fromthe successful bidder
whi ch can be as |long as 60 days after conpletion of the auction. As a
result, revenues from sal es nade at auctions conducted in the second half
of a fiscal quarter usually will not be recorded until the subsequent
quarter. However, for certain repeat bidders we ship or deliver in-person
the collectibles at the close of an auction and allow themto pay up to 60
days followi ng the auction. Those sales are also recorded at the tine of
delivery or shiprment. W also offer extended paynment terns to certain

coll ectors or dealers. For collectibles that we own and sell at auction, we
record the successful bidder anmount, or "hammer," as the sale of the

nmer chandi se and record the buyer's fee as conm ssion earned. W al so record
the cost of the nerchandi se sold as cost of revenues. For collectibles that
are consigned to us for auction, we record, as conm ssions earned, the
amounts of the buyer's and seller's fees. Dependi ng upon the type of

col l ectibles auction, we charge successful bidders a 10%to 15% comi ssi on
and generally charge consignors a 5% to 15% selling conm ssion. On sone

| arge or inportant consignnents, we nay negotiate a reduced consignor

conmi ssion or even pay a fee to the consignor

We sonetinmes provide our custoners with [imted rights to return itens

sol d.

We establish an all owance for estimated returns, which reduces the amounts
of our reported revenues, based on historical returns experience.

Accounts Receivable and the Al owance for Doubtful Accounts. In the
normal course of business, we extend paynent ternms to |arger, nore
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creditworthy collectibles dealers. We regularly review their accounts and
estimate the amobunt of and establish an allowance for uncollectible anmunts
in each reporting period. The anmpunt of that allowance is based on severa
factors, including the age of unpaid ampunts, a review of significant past
due accounts, and econom c conditions that may affect the ability of
dealers to keep their accounts current. Estimates of uncollectible anmunts
are revi ewed each period and, based on that review, and are revised to

refl ect changed circunstances or conditions and those changes are recorded
in the period they become known. For exanple, if the financial condition of
certain dealers or economic conditions were to deteriorate, adversely
affecting the ability of those dealers to make paynments on their accounts,
increases in the all owance may be required. Since the allowance is created
by recording a charge against incone that is reflected in selling, genera
and admi ni strative expenses, an increase in the allowance will cause a
decline in our operating results in the period when the increase is

recor ded.

I nventory Val uati on Reserve. I nventories are valued at the | ower of cost
or market and are reduced by an inventory val uation all owance to provide
for declines in the value of our inventory, which consists of collectible
coins, sportscards and other collectibles. The anmbunt of the allowance is
determ ned on the basis of historical experience, estinmates concerning
future economic conditions and estimates of future sales. If there is an
econom ¢ downturn or a decline in sales, causing inventories of sone
collectibles to accunul ate, it may become necessary to increase the

al  owance. Increases in this allowance will cause a decline in operating
results as such increases are effectuated by charges agai nst incone.

Long-Li ved Assets and Goodwi | | . Long-lived assets such as property and
equi prent, and goodwi Il and intangi ble assets are reviewed for inpairnent
when events or circunstances indicate that the carrying val ue may not be
recoverable. Prior to and during the fiscal year ending June 30, 2002,

esti mated undi scounted future cash flows were used to determine if an asset
was inpaired and, if such a determ nati on were made, the carrying val ue of
the asset would be reduced to fair value. Any resulting inmpairnment would be
recorded as a charge against incone in the period in which the inpairnent
was recorded. However, beginning with our 2003 fiscal year, we will be
required to assess our goodw || for inpairment based on the new standard
established by Statement of Financial Accounting Standards (SFAS) No. 142,
CGoodwi I | and Other Intangible Assets, which will require that assessment to
be made on the basis of the fair values of the assets of our reporting
units, as defined in SFAS No. 142, rather than on the basis of undi scounted
cash flows. W are in the process of perform ng the two-step transitiona
goodwi I | inpairnent testing required under this new standard. Although we
will not be able to determine the full effect of SFAS No. 142 on our
results of operations until we are able to conplete that inpairnent

analysis, it now appears that the new standard will require us, in the
first half of fiscal 2003, to record a substantial wite down in our
goodwi | I, which totaled nearly $15 mllion at June 30, 2002. The ampunt of
that goodwi Il wite down or "inpairment” will result in a non-cash charge
that will be recorded on our incone statenent as a "cumul ative effect of a
change in accounting principle" for the quarter in which the amount of the
wite-off is determ ned. However, we do not expect that it will have an

adverse effect our business operations or cash flows. For additiona

i nformati on regardi ng SFAS No. 142, see "Recent Accounting Pronouncenents"”
below in this Section of the Report and Note 2 to our Consolidated

Fi nanci al Statenents, under the subcaption "Recent Accounting
Pronouncenent s" al so included in this Report.

Warranty Reserve

The Conpany offers a warranty covering the coins and sportscards it

aut henticates and grades. Under the terns of the warranty, any coin or
sportscard originally graded by us, which subsequently receives a | ower
grade upon resubmittal to us, obligates us to either purchase the coin or
sportscard or pay the difference in value of the itemat its original grade
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as compared with its |lower grade. Simlarly, any coin or sportscard
originally graded by us, which subsequently is determ ned to be not

aut hentic, obligates us to purchase the coin or sportscard. W accrue for
estimted warranty costs based on historical trends and rel ated experience.

Overvi ew
Qur Busi ness.

Col I ectors Universe provides grading and authentication services for
sportscards, rare coins, vintage stanps and authentication services for
aut ographs and sports nenorabilia. W also sell rare coins and rare
currencies, sportscards, sports and entertai nment nmenorabilia and ot her
col l ectibles through auctions and direct sal es channels. Mst of our
collectibles auctions are conducted utilizing a "multi-venue" format that
may include in-person, Internet, mail-in, and tel ephone biddi ng options.
This mul ti -

venue format allows bidders to enter auction bids at any time and from any
place in the nanner that is nost convenient for them W also sell rare
coins, sportscards, sports nenorabilia and autographs through shows,

catal ogs, Internet and direct sales. During fiscal year 2000, we conducted
weekly I nternet auctions of consigned and owned col |l ectibles, but these
auctions were discontinued at the end of fiscal 2000.

Revenue Recognition Policies. We record, as deferred revenue, al
prepai d gradi ng submi ssions until the itens are graded and returned to the
submi tter. Upon shipment back to the customer, we record the revenue from
gradi ng and deduct this anpbunt from deferred revenue. For deal ers who have
open account status, we record revenue at the time of shipnent.

We record revenue fromthe sale of collectibles at our auctions at the tine
the collectible is either shipped based on agreenment with the customer or
delivered in-person to the successful bidder. Shiprment or delivery
general ly takes place after paynent is received fromthe successful bidder
whi ch can be as |long as 60 days after conpletion of the auction. As a
result, revenues from sal es nade at auctions conducted in the second half
of a fiscal quarter usually will not be recorded until the subsequent
quarter. However, for certain repeat bidders we ship or deliver in-person
the collectibles at the close of an auction and allow themto pay up to 60
days followi ng the auction. Those sales are also recorded at the tine of
delivery or shiprment. W also offer extended paynment terns to certain

coll ectors or dealers. For collectibles that we own and sell at auction, we
record the successful bidder anmount, or "hammer," as the sale of the

nmer chandi se and record the buyer's fee as conm ssion earned. W al so record
the cost of the nerchandi se sold as cost of revenues. For collectibles that
are consigned to us for auction, we record, as conm ssions earned, the
amounts of the buyer's and seller's fees. Dependi ng upon the type of

col l ectibles auction, we charge successful bidders a 10%to 15% comi ssi on
and generally charge consignors a 5% to 15% selling conm ssion. On sone

| arge or inportant consignnents, we nay negotiate a reduced consignor

conmi ssion or even pay a fee to the consignor

Gross Profit Margins. The gross margin on sal es of consigned
collectibles is significantly higher than the gross margi n on sal es of
owned col | ecti bl es because we realize comm ssions on sal es of consigned
collectibles without having to incur any significant associated costs. By
contrast, upon the sale of owned collectibles, we record the costs of
acquiring those collectibles, which are usually a significant percentage of
the selling price. As a result, the sale of owned collectibles reduces our
overall auction margins to a level that is significantly bel ow t hat
realized for authentication and grading services. Additionally, to a | esser
extent, the gross profit margins on gradi ng submi ssions can be affected by
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the m x of subm ssions between vintage or "classic" coins and sportscards,
on the one hand, and nodern coins and sportscards, on the other hand.
CGeneral ly, our prices for grading services vary depending on the
"turn-around" time requested by submtting dealers and collectors, who are
willing to pay nore for faster turn-around of the coins and sportscards
they submt for grading. As a general rule, dealers and collectors request
faster turn-around for vintage or classic coins and sportscards than they
do for nobdern subm ssions. Consequently, our gross margi n depends, not only
upon the mx of grading revenues and auction revenues, but al so upon the

m x of consi gned and owned col |l ectibles sold at our auctions and the m x of
vi ntage and nodern collectibles submtted for grading and authentication

Qur auctions are held periodically throughout the fiscal year. The nunber,
schedul i ng and size of the auctions we conduct vary fromquarter to
quarter, depending largely on the volune, value and timng of the

col l ecti bl es consignnents that we receive for our auctions. For this
reason, our auction revenue can vary, sonetines significantly, from quarter
to quarter. Additionally, under our revenue recognition policies, we do not
recogni ze auction revenues until the items sold at an auction are either
shi pped based on agreenent with the customer or delivered in-person to the
Wi nni ng bidders. Since those itens generally are not shipped to the wi nning
bi dders until payment is received fromthem which can take up to 60 days
after conpletion of an auction, revenue generated from aucti ons conducted
near the end of a fiscal period often cannot be reported until the
succeedi ng fiscal period, which contributes to the period-to-period
variability in our auction revenues. These circunstances al so make it
difficult to forecast, on a quarterly basis, revenue that will be
attributable to our auction business.

Qur cash flowis also affected by the nunber and timng of the auctions we
conduct. Cenerally, we pay consignors of collectibles to our auctions the
cash price at which their collectibles were sold, |ess
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the seller's comm ssions earned by us, approximately 45 days after

conpl etion of the auction. However, nobst of the paynents for those
collectibles fromthe wi nning bidders are not received until 60 days after
an auction is conpleted. As a result, we experience significant cash
outflows within the first 45 days, and cash infl ows begi nning 60 days,

foll owi ng conpletion of a |arge auction. Therefore, the anpbunt of cash that
we have at the end of any fiscal period can vary wi dely, depending on the
nunber and tining of the auctions conducted during that fiscal period.

The Conpany generates substantially all of its revenues fromthe

coll ectibles market segnment, which primarily relies on discretionary
consumer spending. During the |ast quarter of fiscal year 2001, which ended
on June 30, 2001, and during fiscal 2002, the Conpany experienced | ower
revenues from gradi ng subm ssions, sales of owned collectibles and fees
earned on the sale of consigned collectibles. W believe these | ower
revenues reflect, at least in part, the inpact of recent unfavorable
econom ¢ conditions on consuner spending. |If these unfavorable economc
conditions persist, it is likely that they will adversely affect the
Conpany's operating results and financial condition in future periods, as
wel | .

Results of QOperations

The followi ng table sets forth, for the periods indicated, certain
financial data expressed as a percentage of net revenues:
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Fi scal Years Ended June 30,

2002 2001 2000

Net revenues 100. 0% 100. 0% 100. 0%

Cost of revenues 59. 2% 58. 4% 47. 6%

Gross profit 40. 8% 41. 6% 52. 4%

Qperati ng expenses:

Selling, general &

administrative 46. 7% 38. 1% 43. 9%

| npai r ment of

goodwi | | 0.1% 1.8%

Anortization of

goodwi | | 3.7% 3.4% 2.6%

Total operating

expenses 50. 5% 43. 3% 46. 5%

Qperating i ncone

(1 oss) (9.7% (1.7% 5.9%

I nterest incone,

net 0.8% 1.6% 1.8%

Q her, net 0.1% -- (0.4%

I ncome (I oss)

before i nconme taxes (8.8% (0.1)% 7.3%

Provi sion (benefit)

for incone taxes (3.2% 1.1% 3. 7%

Net income (I o0ss) (5.6% (1.2% 3.6%
Net Revenues. Net revenues decreased 15%to $44, 781,000 in fiscal 2002

from $52,384,000 in the prior year. Collectible sales revenues decreased
16%to $26, 454,000 in fiscal 2002 from $31, 422,000 in the prior fisca

year, while grading and authentication revenues declined by 13%to

$18, 327,000 in the current fiscal year from $20,962,000 in fiscal 2001.

Col l ecti bl e sal es revenue represented 59% and 60% of total revenues, while
gradi ng and aut hentication revenue represented 41% and 40% of tota
revenues, for fiscal 2002 and 2001, respectively. The 13% decrease in
gradi ng and authentication revenues in fiscal 2002 occurred prinmarily
because of a 30% decrease in sportscard submissions. On the other hand,
coi n gradi ng subm ssions increased 47%in fiscal 2002 fromfiscal 2001.
However, that increase in coin grading subm ssions only partially offset
the decline in revenues from sportscard gradi ng subni ssions because the
average price for coin grading declined fromthe prior year. The reduction
in sportscard subm ssions in fiscal 2002 was caused by several factors,

i ncluding (i) reduced subm ssions by sportscard manufacturers for "bul k"
grading; and (ii) a reduction in resale prices of nodern sportscards, which
reduced the economc incentive to have these cards graded and sold. In

addi tion, sportscard grading revenue was negatively inpacted by a decline
in "vintage" sportscard subm ssions, which tend to use a higher priced
gradi ng service rate because of the value of these sportscards. The decline
in the average price for coin grading in fiscal 2002 was primarily due to a
hi gher proportion of nodern coin submttals versus vintage submttals.
Grading fees for nodern coins are generally | ower than grading fees for

vi ntage coins, and this causes the average selling price to decline. For
fiscal 2002, the average grading fee for coins declined approximtely 15%

The 16% decrease in collectibles sales revenues in fiscal 2002 was due to
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several diverse factors, including (i) a continued decline, which began in
fiscal 2001, in the demand for sportscards that we sell at auctions and in
our direct sales channels, and (ii) a reduction in consignnments by deal ers
and collectors to our prem um Bowers and Merena Coin Auctions and to our
Lyn Kni ght Currency Auctions which we believe was primarily due to concerns
about the prices that could be realized for their coins and currency due to
the econom c recession.

Net revenues increased 24%to $52,384,000 in fiscal 2001 from $42, 374, 000
in the prior year. Collectible sales revenues increased 74%to $31, 422, 000
in fiscal 2001 from $18,011,000 in the prior fiscal year; while grading and
aut henti cation revenues declined by 14%to $20,962,000 in fiscal 2001 from
$24,363,000 in fiscal 2000. Collectible sales revenue represented 60% and
43% of total revenues, while grading and authentication revenue represented
40% and 57% of total revenues, for fiscal 2001 and 2000,

19

respectively. The 14% decrease in grading and authentication revenues in
fiscal 2001 occurred prinmarily because of |ower sportscard submi ssions and,
to a |l esser extent, |ower average grading fees for coin grading

subm ssions. The reduction in sportscard subm ssions in fiscal 2001 was
caused by several factors, including (i) reduced subm ssions by sportscard
manuf acturers for "bul k" grading; (ii) the absence in fiscal 2001 of

subm ssions for gradi ng of Pokenon cards, which were very popular in fisca
2000; and (iii) a decline in resale prices of nodern sportscards, which
reduced the economc incentive to have these cards graded and sold. In

addi tion, sportscard grading revenue was negatively inpacted by a decline
in "vintage" sportscard submni ssions, which tend to use a higher priced
gradi ng service rate because of the value of these sportscards. However,
because of the nmuch | ower subm ssion rates for bulk grading, which are the
| owest cost grading service offered by the Conpany, the average grading fee
for sportscard subm ssions actually increased approximtely 5%in fisca
2001 over the prior fiscal year. The average price for coin grading
declined by approximately 6% in fiscal 2001 fromthe prior year prinmarily
because of a higher proportion of nodern subnittals versus vintage

subm ttals, as overall subm ssion rates were stable.

The 74% increase in collectibles sales revenues in fiscal 2001 was due to a
variety of factors, including (i) the fact that operating results in fisca
2001 included a full year of the operations of Bowers and Merena, which we
acquired in March 2000, as conpared to only about three nonths in fisca
2000, which added approxi mately $10, 000,000 of incremental net revenues in
fiscal 2001; (ii) our acquisitions of Janes Spence Autographs and CGdyssey
Publ i cati ons which added approxi mately $2,600,000 to our net revenues in
fiscal 2001; and (iii) increases in retail and auction sales of owned
collectibles in fiscal 2001.

Gross Profit. Gross profit is calculated by subtracting the cost of
revenues from net revenues. Cost of revenues consist primarily of labor to
grade and aut henticate coins and sportscards, production costs, printing,
credit cards fees, warranty expense and the cost of owned collectibles sold
in our auctions. Gross profit margin is gross profit stated as a percent of
net revenues. Qur gross profit margin (gross profits as a percentage of
revenues) declined to 40.8%in fiscal 2002 from41.6%in the prior fisca
year. That decline was due primarily to (i) the decline in net sales which
affected gross profit margi ns because a significant portion of our costs of
sales are fixed and, therefore, cannot be reduced directly in proportion to
decreases in our revenues; and (ii) lower gross profit margins on grading
activities because we received a higher proportion of nodern sportscards
for grading. As previously discussed, collectors and deal ers submtting
nodern sportscards generally elect |ower cost grading services than with
respect to vintage sportscards

Qur gross profit margin declined to 41.6%in fiscal 2001 from52.4%in the
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prior fiscal year. That decline was due primarily to (i) a change in the
m x of revenues to a higher proportion of collectible sales revenue and a
| ower percentage of grading revenue on which we generally realize higher
mar gi ns than on sales of collectibles; (ii) provisions made to establish
bad debt and inventory val uation reserves and custoner allowances in
response to weakeni ng econonic conditions; and (iii) increases in direct

| abor costs associated with gradi ng operations which were partially offset
by | ower production and warranty expenses.

Selling, General and Admi nistrative. Sel ling, general and

adm ni strative expenses (SGA) primarily include wages and payroll-rel ated
expenses, advertising and pronotional expenses, travel-rel ated expenses,
facility and security expenses, outside service charges and ot her genera
adm ni strative expenses. Overall, SGRA increased 5.0%in fiscal 2002 to
$20, 911, 000 from $19, 954,000 the prior fiscal year. That increase was due
primarily to (i) costs of inplenenting the Conmpany's new enterprise
conput er managenent system including integration of that systemwth the
Conpany's existing grading software, and (ii) costs associated w th changes
i n managenment and severance costs resulting fromstaff reductions that
occurred in fiscal 2002. As a percentage of total net revenue, SGRA
expenses increased to 47%in fiscal 2002 year from 38%in fiscal 2001,
primarily because revenues decreased 15% while SGRA was i ncreasing.

Overall, SG&RA increased 7% in fiscal 2001 to $19, 954, 000 from $18, 614, 000
the prior fiscal year, due primarily to the inclusion in fiscal 2001 of the
operating expenses of the acquired businesses and, to a | esser extent,
increases in facility rent, salaries and marketing expenses, which were
significantly offset by a $2,800,000 reduction in expenses that resulted
fromthe discontinuation of our weekly Internet operations. However, as a
percent of total revenue, SGRA expenses decreased to 38%in the current
fiscal

year fromd44%in fiscal 2000, prinmarily because revenues increased at a
much greater rate, 24% than did SGA expenses.

Goodwi | | I npai rment . Periodically, we evaluate the recoverability of
goodwi I | and based upon our analysis at June 30, 2002, we determ ned that
the goodwi || associated with Professional Stanp Experts ("PSE') was
partially inpaired. This inpairnent resulted froma reduction in the
projected revenues of PSE over the next several years. Accordingly, we
incurred a goodwi Il inpairment charge of $51,000 in fiscal 2002 to reduce
the carrying value of the PSE goodw || to $89, 000.

During fiscal 2001, we determ ned that the goodwi || associated wth our
acquisition in 1999 of Internet Universe, LLC, which conducted our I|nternet
operations, had becone inpaired. This determ nation resulted primarily from
a change in our projected revenue for Internet advertising on our website
www. col | ectors. com due to industry-wi de reductions in the viability of
banner advertising and the rates that could be charged for this type of
Internet advertising. Accordingly, we incurred a charge of $906, 000 in
fiscal 2001 to reduce the carrying value of the Internet Universe, LLC
goodwi I | to zero. This inpairment charge was reflected in our collectible
sal es segnent for the fiscal year ended June 30, 2001.

Amortization of Goodwi Il and Intangibles. Anortization of goodw Il and

i ntangi bl es consists of goodwi ||l charges relating to acquisitions by the
Conpany and anortizati on charges for non-conpetition agreenments that we
obtained fromthe sellers in those acquisitions. W anortize goodw || over
periods of 5 to 15 years and non-conpetition agreenments over the respective
terns of those agreenents, which range from3 to five years. Anortization
expense for fiscal 2002 was $1, 649,000 as conpared to $1, 798,000 for fisca
2001. This decrease was due to the $906, 000 goodwi Il wite off in fisca
2001 (discussed above), which reduced the anpbunt of goodwi || being
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anortized in fiscal 2002.

Anorti zation expense for fiscal 2001 was $1, 798,000 as conpared to

$1, 070,000 for fiscal 2000. This increase resulted fromthe acquisition of
Bowers and Merena and, to a |l esser extent, the acquisition of COdyssey
Publ i cations. Those increases were partially offset by a $148, 000 reduction
in anortization expense attributable to the goodwill wite-off in fisca
2001, which occurred during the first half of that year

I nterest | ncorme. Interest incone is generated on cash bal ances that we
invest primarily in a highly Iiquid noney market account, short-term CDs
and comerci al paper instrunents. Interest income was $379,000 in fisca
2002, conmpared with $855,000 in fiscal 2001 and $748,000 in fiscal 2000.
The decrease in interest incone results primarily fromreduced average

i nvest ed cash bal ances during 2002 as conpared to 2001, which declined
primarily as a result of operating |osses incurred during 2002.

I ncome Taxes. A tax benefit of $1,435,6000 was recorded for fiscal year
2002, reflecting the loss incurred for the year. For fiscal 2001, the
provision for inconme taxes was $593, 000, despite a |oss from operations

bef ore i ncome taxes. This provision for incone taxes resulted fromthe
non-deductibility, for income tax purposes, of certain goodwil|
anortization expenses and ot her permanent tax differences. For fiscal 2000,
i ncone taxes were provided at 50.1% which also reflects the statutory rate
of 40.8% for California C corporations and the non-deductibility, for tax
pur poses, of certain goodw Il anortization charges and other permanent tax
di f f erences.

For fiscal 2001, we recorded a provision for incone taxes of $593, 000,
despite a |l oss from operati ons before incone taxes, due to the
non-deductibility, for income tax purposes, of certain goodw ||
anortization expenses and ot her permanent tax differences. For fiscal 2000,
i ncone taxes were provided at 50.1% which also reflects the statutory rate
of 40.8% for California C corporations and the non-deductibility, for tax
pur poses, of certain goodw Il anortization charges and other permanent tax
di f f erences.

Quarterly Results of Operations and Seasonality

The followi ng table presents unaudited quarterly financial infornmation for
each of the eight quarters begi nning Septenber 30, 2000 and endi ng on June
30, 2002. The information has been derived fromour unaudited quarterly
financial statenments, which have been prepared by us on a basis consistent
with our audited financial statenents appearing el sewhere in this Form
10-K. The information includes all necessary adjustments, consisting only
of normal recurring adjustnents, that nanagenent considers necessary for a
fair presentation of the unaudited quarterly results when read in
conjunction with the consolidated financial statenents and the notes
thereto appearing el sewhere in this Form 10-K. These operating results are
not necessarily indicative of results that nay be expected for any
subsequent periods. W expect our operating results to fluctuate in the
future due to a nunmber of factors which are outside of our control. See
"Overview' above in this Section of this Report for a discussion of those
factors.

Fi scal Quarters Ended

Sept . Dec. Mar . June Sept . Dec. Mar . June
30, 31, 31, 30, 30, 31, 31, 30
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2000 2000 2001 2001 2001 2001 2002 2002

Net revenues $12,588 $12,112 $16, 614 $11, 070 $ 9, 329 $10, 615 $12, 856 $11, 981
Cost of

revenues 6, 913 7,094 9,432 7,165 5,917 6, 254 8, 036 6, 310
Gross profit 5,675 5,018 7,182 3, 905 3,412 4,361 4,820 5,671
SGA 4,999 4,161 5,145 5, 649 5,218 5,138 5,282 5,273
Anorti zation

of goodwi | | 487 486 412 413 411 412 412 414
I npai r ment

of goodwi | | -- 906 -- -- -- -- -- 51
Tot al

operating

expenses 5, 486 5, 553 5, 557 6, 062 5,629 5, 550 5,694 5,738
Operating

i ncone

(1 oss) 189 (535) 1,625 (2,157) (2,217) (1, 189) (874) (67)
I nt er est

i ncone, net 313 212 200 130 88 38 107 146
O her incone

(expense) -- (1) 1 (33) 8 7 4 4
I ncone

(1 oss)

before

i ncone taxes 502 (324) 1, 826 (2, 060) (2,121) (1, 144) (763) 83
Pr ovi si on

(benefit)

for incone

t axes 234 (129) 1, 039 (551) (1, 035) (43) (292) (65)

Net i ncone
(Loss) $ 268 $ (195 % 787 $(1,509) $(1,086) $(1,101) $ (471 3 148

Liquidity and Capital Resources

At June 30, 2002, we had cash and cash equival ents of $4,947,000 conpared
to cash and cash equival ents of $5,874,000 at June 30, 2001. The decrease
in cash and cash equivalents since the end of the prior fiscal year
primarily resulted fromthe operating loss in fiscal 2002, partially offset
by reductions in accounts receivables and inventori es.

Because of the variability of the timng, the size and collectible content
of our auctions is an inherent feature of our business, we expect that our
cash and cash equival ent bal ances, and out st andi ng consi gnor payables, wll
be subject to significant fluctuations in subsequent reporting periods.

Cash provided by operating activities was $933,000 for fiscal 2002,
conpared to cash used in operating activities of $5,511,000 in fiscal 2001.
In fiscal 2002, cash was provided by (i) a $734, 000 reduction in accounts
recei vabl e caused by enhanced credit managerment, (ii) a $1, 480, 000
reduction in inventories caused by managenment's enphasis on increasing
inventory turns, and (iii) $2,574,000 of non-cash anortizati on expense
charged for the fiscal year. Partially offsetting these cash sources was a
net loss for the year of $2,510,000 and an increase in consignment advances
against a large auction held in the | ast few days of June 2002.

The anmount of cash used in operating activities in fiscal 2001, which
i ncl uded $6, 979,000 used to pay consignor payables, was |argely
attributable to the timng of our collectible auctions. W conducted
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several large auctions at the end of fiscal 2000, which generated a
significant amount of payables due to the consignors whose collectibles
were sold at those auctions. Since ampbunts due coll ectibl es consignors

22

generally are paid 45 days after conpletion of an auction, those payabl es
were paid in the first quarter of fiscal 2001 although the auction activity
that generated those payables occurred in fiscal 2000. By contrast, the
open auctions at June 30, 2001 were not nearly as large as those at June
30, 2000, and accordingly the consignor payable liability significantly
decreased in fiscal 2002 as conpared to fiscal 2001.

Net cash used in investing activities was $1,927,000 in fiscal 2002,
conpared to net cash used of $2,228,000 in fiscal 2001. W used $713, 000
for capital expenditures in fiscal 2002, primarily for conputer software
and hardware. W al so used net cash of $1,034,000 in the acquisition of

Col l ectible Properties, Inc. in April 2002. During fiscal 2001, we advanced
an officer of the Company $181,000. In the prior fiscal year, we used

$1, 050, 000 for capital expenditures, primarily related to | easehold

i mprovenments for the new corporate offices and net cash of $814,000 in the
acqui sition of Odyssey Publications.

During fiscal 2002, there was a cash inflow of $67,000 from financing
activities. This cash inflow was primarily fromthe exercise of stock
options. In the prior fiscal year, net cash of $967,000 was used in
financing activities for the purchase of 500,000 shares of our comon stock
in an open market and private stock repurchase program approved by the
Board of Directors.

We believe that our existing cash bal ances and internally-generated funds,
in addition to a $1.5 mllion bank line of credit obtained i n Novenber
2001, will be sufficient to finance our operations and financing

requi renents, and we do not expect any naterial changes in the sources of
cash to fund our operations during the next twelve nonths. W anticipate
that during fiscal 2003, we will be making capital expenditures of |ess

t han $100, 000.

Borrow ngs under the $1.5 million line of credit are subject to certain
borrowi ng base limtations, bear interest at the prine rate (4.75% at June
30, 2002) plus 1% and are due on demand. At Septenber 27, 2002, there were
no out standi ng borrow ngs under the line of credit.

Qur capital requirements during the next twelve nonths could change as a
result of any of a nunber of factors, including the | evel of sales that we
are able to generate during fiscal 2003, which will depend both on the size
of and the value of the collectibles we are able to sell at our auctions,
and on gradi ng subm ssion rates and our growth rates. In addition, as part
of our business strategy, we will continue to seek out opportunities to
expand our business, both through internal growth and by acquisition, which
could require significant cash expenditures. Dependi ng upon these and ot her
factors, we may require additional financing in the future through equity
or debt offerings, which nay or may not be available or nay be dilutive to
our shareholders. Qur ability to obtain additional capital will depend upon
our operating results, financial condition, future business prospects and
conditions then prevailing in the relevant capital markets.

Recent Accounting Pronouncenents

In June 1998, the Financial Accounting Standards Board (FASB) issued SFAS
No. 133, Accounting for Derivative Instrunents and Hedging Activities. The
Conpany adopted SFAS No. 133 effective for the first quarter of its fisca
year beginning July 1, 2000. SFAS No. 133 requires that the Conpany record
all derivatives on the bal ance sheet at fair value. The Conpany does not
have any derivative instruments nor does the Conpany engage in hedging
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activities. Therefore, the adoption of SFAS No. 133 had no inpact on the
Conpany's financial statenents.

In June 2001, the FASB issued SFAS No. 141, Business Conbi nati ons, and SFAS
No. 142, Goodwill and Other Intangible Assets. SFAS No. 141 requires the
use of the purchase nethod of accounting and prohibits the use of the

pool i ng-of -i nterests nethod of accounting for business conbinations
initiated after June 30, 2001. SFAS No. 141 also requires that the Conpany
recogni ze acquired i ntangi bl e assets, apart fromgoodwill, if the acquired

i ntangi bl e assets neet certain criteria. SFAS No. 141 applies to al

busi ness conbinations initiated after June 30, 2001 and for purchase

busi ness conbi nati ons conpl eted on or after July 1, 2001. The Conpany
accounted for the acquisition of

Col l ectible Properties, Inc. which was consumrat ed subsequent to June 30,
2001, in accordance with SFAS No. 141.

SFAS No. 142 requires, anong other things, that conpanies no | onger
anmortize goodwi I, but instead test goodwi Il for inpairment at |east

annual ly. In addition, SFAS No. 142 requires that the Conpany identify
reporting units for the purposes of assessing potential future inpairnments

of goodwi ||, reassess the useful |ives of other existing recognized
i ntangi bl e assets, and cease anortization of intangible assets with an
indefinite useful life. An intangible asset with an indefinite useful life

shoul d be tested for inpairnent in accordance with the gui dance in SFAS No.
142. SFAS No. 142 is required to be applied in fiscal years beginning after
Decenmber 15, 2001 to all goodw ||l and other intangible assets recognized at
that date, regardl ess of when those assets were initially recogni zed. SFAS
No. 142 was adopted by the Conpany effective as of July 1, 2002 and wil|

require the Conpany to conplete a transitional goodw Il inpairnent test by
no | ater than Decenber 31, 2002. The Conpany is also required to reassess
the useful lives of other intangible assets within the first interim

quarter after adoption of SFAS No. 142.

In accordance with the transition provisions of SFAS No. 142, the Conpany
did not anortize goodwill arising fromthe acquisition of Collectible
Properties in fiscal 2002. The Conpany's previ ous busi ness conbi nati ons
were accounted for using the purchase nethod. Due to our adoption of SFAS
No. 142, we will no longer anortize our other goodw Il bal ances arising
from acqui sitions consummated prior to July 1, 2001. (Such anortization
expenses ampunted to $1, 649,000 in 2002.) The Conmpany is in the process of
performng the two-step transitional goodw || inpairnent testing required
under the new standard. Based on the analysis for the first step testing
perfornmed to date, the Conpany anticipates an inpairnent of a substantia
amount of its goodwi |l under the new standard in fiscal year 2003. The
inmpairment will result in a non-cash charge that will be recorded on our

i ncome statenment as a "cunul ative effect of a change in accounting
principle" for the fiscal quarter when the anpbunt of that inpairnment is
det er m ned.

In August 2001, the FASB issued SFAS No. 144, Accounting for the Inpairnent
or Disposal of Long-Lived Assets, which supercedes previous gui dance on
financial accounting and reporting for the inpairnment of disposal of
long-lived assets and for segnents of a business to be disposed of. SFAS
No. 144 is effective for fiscal years beginning after Decenmber 15, 2001.
The Conpany does not expect the adoption of SFAS No. 144 to have a
significant inpact on the Conpany's financial position or results of
operations.

In June 2002, the FASB issued SFAS No. 146, Accounting for Costs Associated
with Exit or Disposal Activities. SFAS No. 146 addresses significant issues
regardi ng the recognition, neasurenent, and reporting of costs associ ated

with exit and disposal activities, including restructuring activities. SFAS
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No. 146 al so addresses recognition of certain costs related to term nating
a contract that is not a capital |ease, costs to consolidate facilities or
rel ocate enpl oyees, and termination benefits provided to enpl oyees that are
involuntarily termnated under the terms of a one-tine benefit arrangenent
that is not an ongoi ng benefit arrangenent or an individua

def erred- conpensation contract. SFAS No. 146 is effective for exit or

di sposal activities that are initiated after Decenber 31, 2002. Manhagenent
bel i eves that the adoption of SFAS No. 146 will not have a material inpact
on the Conpany's consolidated financial statenents.

[tem 7A. QUANTI TATI VE AND QUALI TATI VE DI SCLCSURES ABOUT MARKET RI SK

Market risk represents the risk of |oss that may inpact the financia
position, results of operations or cash flows of the Conpany due to adverse
changes in financial market prices, including interest rate risk, foreign
currency exchange rate risk, comodity price risk and other rel evant market
rate or price risks.

The Conpany is exposed to a degree of market risk through changes in
short-terminterest rates. At June 30, 2002, we had approxi mately
$4,947,000 in cash and cash equival ents. These funds are primarily invested
in a highly liquid money market fund, and interest earned is re-invested in
the sanme fund. The Conpany is exposed to the risk of declining short-term
interest rates, but we do not consider this risk to be nateri al
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We have no activities that woul d expose it to foreign currency exchange
rate risks or commodity price risks.

FORWARD- LOCKI NG STATEMENTS

This Report, including "Mnagenent's Di scussion and Anal ysis of Financia
Condition and Results of Operations" contains "forward-| ooking statenments"”
as defined in the Private Securities Litigation Reform Act of 1995.
Forwar d- | ooki ng statenents are estimtes of, or statenents about our
expectations or beliefs regarding, our future financial performance that
are based on current information and that are subject to a number of risks
and uncertainties that coul d cause our actual operating results in the
future to differ significantly fromthose expected at the current tine,
including the risks and uncertainties described in Part | of this Report
under the caption "Item|--Description of Business--Certain Factors That
Coul d Affect Qur Future Financial Performance" and in "Managenent's

Di scussi on and Anal ysis of Financial Condition and Results of Operations”
above.

Due to these and ot her possible uncertainties and risks, readers are
cautioned not to place undue reliance on the forward-1ooking statenents
contained in this Report, which speak only as of the date of this Report,

or to make predictions based solely on historical financial performance. W
al so disclaimany obligation to update forward-I|ooking statenments contai ned
in this Report

[tem 8. FI NANCI AL STATEMENTS AND SUPPLEMENTARY DATA
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| NDEPENDENT AUDI TORS' REPORT

To the Stockhol ders and Board of Directors of
Col | ectors Universe, Inc.

We have audited the acconpanyi ng consolidated bal ance sheets of Collectors
Uni verse, Inc. and subsidiaries (the Conpany) as of June 30, 2002 and 2001,
and the rel ated consolidated statenents of operations, stockhol ders

equity, and cash flows for each of the three years in the period ended June
30, 2002. Qur audits also included the financial statenent schedule listed
in the index at Item 15(A) (2). These financial statenents and the
financial statement schedule are the responsibility of the Conpany's
management. Qur responsibility is to express an opinion on these financia
statenents and the financial statenent schedul e based on our audits.

We conducted our audits in accordance with auditing standards generally
accepted in the United States of Anmerica. Those standards require that we
pl an and performthe audit to obtain reasonabl e assurance about whether the
financial statements are free of material msstatenent. An audit includes
exam ning, on a test basis, evidence supporting the amounts and di scl osures
in the financial statenments. An audit also includes assessing the
accounting principles used and significant estimates made by managenent, as
wel | as evaluating the overall financial statenent presentation. W believe
that our audits provide a reasonabl e basis for our opinion

I n our opinion, such consolidated financial statements present fairly, in
all material respects, the financial position of Collectors Universe, Inc.
and subsidiaries as of June 30, 2002 and 2001, and the results of their
operations and their cash flows for each of the three years in the period
ended June 30, 2002, in conformity with accounting principles generally
accepted in the United States of America. Al so, in our opinion, such
financial statenment schedul e, when considered in relation to the basic
consol idated financial statements taken as a whole, presents fairly in al
material respects the information set forth therein

DELO TTE & TOUCHE LLP
Costa Mesa, California
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August 26, 2002, except for paragraph 5 of Note 12,
as to which the date i1s Septenber 10, 2002

COLLECTORS UNI VERSE, | NC. AND SUBSI DI ARI ES

CONSOLI DATED BALANCE SHEETS
(in thousands, except per share data)

Asset s
June 30,
2002 2001

ASSETS
Current assets:
Cash and cash equival ents $ 4,947 $ 5,874
Accounts recei vabl e, net 7,291 8, 162
Auction consi gnnent advances 3, 359 1, 897
I nventories, net 8, 166 9, 088
Prepai d expenses and ot her 513 823
Not es recei vabl e 481 --
Not e receivable fromrel ated
party 381 200
Ref undabl e i ncone t axes 1,191 892
Deferred incone taxes 648 645
Total current assets 26, 597 27,581
Property and equi prent, net 1,736 1,898
Not es recei vabl e, net of current
portion 476 --
Goodwi | |, net 14, 961 16, 146
Def erred i ncone taxes 1,074 803
O her assets 285 440

$ 45, 509 $ 46, 868
LI ABI LI TIES AND STOCKHOLDERS
EQUI TY
Current liabilities:
Accounts payabl e $ 878 $ 452
Consi gnor payabl e 4,598 4, 265
Accrued liabilities 736 917
Conpensation and benefits 967 650
Deferred revenue 921 812
Total current liabilities 8, 100 7,096
Deferred rent 281 222
Commi t nents and conti ngenci es
(Note 13)
St ockhol ders' equity:
Preferred stock, $.001 par val ue;
3,000 shares authorized; no
shares issued or outstanding -- --
Conmmon stock, $.001 par val ue;
30, 000 shares authorized; (issued
and out standi ng shares: 25,526 in
2002 and 25,470 in 2001) 26 26
Addi tional paid-in capital 41, 248 41, 160
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Accunul at ed deficit (3,125) (615)

Treasury stock, at cost (500

shar es) (1, 021) (1, 021)

Total stockhol ders' equity 37,128 39, 550
$ 45, 509 $ 46, 868

The acconpanying notes are an integral part of these consolidated financial
stat ement s.
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COLLECTORS UNI VERSE, | NC. AND SUBSI DI ARl ES

CONSOL| DATED STATEMENTS OF OPERATI ONS
(in thousands, except per share data)

Years Ended June 30,

2002 2001 2000
Net revenues
Gradi ng and aut hentication
f ees $ 18, 327 $ 20,962 $ 24,363
Sal es of collectibles and
ot her 21,579 25,181 12,974
Conmi ssi ons ear ned 4,875 6, 241 5, 037
Total net revenues 44,781 52,384 42,374
Cost of revenues
Gradi ng and aut hentication
operating expenses 7,036 7,820 6, 855
Cost of auctions and
col l ectibles sold 19, 481 22,784 13, 330
Total costs of revenues 26, 517 30, 604 20, 185
Gross profit 18, 264 21,780 22,189
Sel ling, general and
adm ni strative expenses 20,911 19, 954 18,614
Anortization of goodw || 1, 649 1, 798 1, 070
I npai rment of goodwi | | 51 906 --
Total operating expenses 22,611 22,658 19, 684
Qperating i ncome (I o0ss) (4, 347) (878) 2,505
I nterest incone, net 379 855 748
O her income (expense), net 23 (33) (161)
Income (loss) before incone
t axes (3,945) (56) 3,092
Provi sion (benefit) for
i ncone taxes (1, 435) 593 1, 550
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Net income (I o0ss)

Net incone (loss) per

share
Basi c

Di | uted

Wi ght ed average shares

out st andi ng:
Basi c

Dl uted

The acconpanyi ng notes are an integra

I NC. AND SUBSI DI ARI ES

Bal ance at
July 1, 1999

| ssuance of
conmon st ock
in public
of fering

| ssuance of
shares in
acqui sition
Exerci se of
st ock
options

Tax benefit
of stock
option
exerci se
Conpensati on
expense
related to
st ock
options
granted

Net income

COLLECTORS UNI VERSE

CONSCLI DATED STATEMENTS OF STOCKHCLDERS'

Comon St ock

4, 000

1, 000

147

Anount
$ 20
4
1

($ 2,510
($ 0. 10)
($ 0. 10)
25, 389
25, 389

statenents.

29

$ (649)
$  (0.03)
$  (0.03)
25, 114
25,114

(in thousands)

Addi ti ona

Pai d-in
Capita

$ 11,586 $

21, 351

7,624

323

111

Ret ai ned
Ear ni ngs

(Accumul at ed
Deficit)

(1, 508)

part of these consolidated financial

EQUI TY

Treasury Stock

21, 355

7,625

323

111
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Bal ance at
June 30
2000 25, 429

Repur chase

of conmon

st ock --
Enpl oyee

st ock

pur chase

pl an 41
Conpensati on

expense

related to

st ock

options

granted --
Net | oss --
Bal ance at

June 30

2001 25, 470

Enpl oyee
st ock
pur chase

pl an 41 -

Exerci se of
st ock

options 15 -

Conpensati on
expense

related to

st ock

options

granted --
Net | oss --

25,526 $

26

41, 056 34 -- -- 41, 115
-- -- (500)  (1,021)  (1,021)
53 -- -- -- 54
51 -- -- -- 51
-- (649) -- .- (649)
41, 160 (615) (500)  (1,021) 39,550
55 .- .- -- 55
12 -- -- -- 12
21 -- -- -- 21
.- (2, 510) -- -- (2, 510)
26 $ 41,248 $ (3, 125) (500) $(1,021) $37,128

The acconpanying notes are in integral part of these consolidated financial

statenents.
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CONSCLI DATED STATEMENTS OF CASH FLOWS

CASH FLOANS FROM OPERATI NG
ACTI VI TI ES:

Net income (I o0ss)

Adj ustnents to reconcile
net inconme (loss) to net

(in thousands)

Years ended June 30

$ (2,510) $ (649) $
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Cash provided from
operating activities:
Depreci ati on and
anortization

I npai rment of goodwi | |

St ock- based conpensati on
expense

Provi sion for bad debts
Provision for inventory
wite-down

Wite-off and forgiveness
of note receivable from
related party

Wite-down of property and
equi pnent

Deferred income taxes
Changes in operating assets
and liabilities (net of

ef fects of acquisitions):
Accounts receivabl e
Auction consi gnnent
advances

I nventories

Prepai d expenses and ot her
Not es recei vabl e

Ref undabl e i ncone taxes

Q her assets

Accounts payabl e

Consi gnor payabl e

Accrued liabilities
Accrued conpensation and
benefits

Deferred revenue

I ncome tax payable
Deferred rent

Net cash provi ded by (used
in) operating activities

CASH FLOWAS FROM | NVESTI NG
ACTI VI Tl ES:

Proceeds from sal e of
property and equi pnent

Capi tal expenditures

Net cash paid for acquired
busi nesses

Advances on notes
receivable fromrel ated
parties, net

Net cash used in investing
activities

The acconpanying notes are an in

2,523

21
137

31

(274)

734

(1, 462)
1, 480
310
(957)
(299)
85

426
333
(181)

317
109

59

1
(713)

(1,034)

(1,927)

2,552
906

51
502

234

(5,511)

(1, 050)

(814)

(2, 228)

1, 689

61
182

17

26

(156)

(7,981)

(453)
(1, 154)
(597)
(388)
(260)
(526)

9, 825
227

(915)

(10, 308)

(11, 223)

tegral part of these consolidated financial

st at enents.
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Years ended June 30

CASH FLOAS FROM FI NANCI NG

ACTI VI TI ES:

Purchase of common stock --
Proceeds from sal e of

common st ock --
Proceeds from enpl oyee

stock purchase plan 55
St ock option exercise and

related tax benefit 12
Net cash provi ded by (used

in) financing activities 67

Net increase (decrease) in
cash and cash equival ents

Cash and cash equival ents

at begi nning of year 5,874
Cash and cash equival ents

at end of year $ 4,947

SUPPLEMENTAL DI SCLOSURES OF

CASH FLOW | NFORVATI ON

I ncone taxes paid $ 9
Interest paid 36

SUPPLEMENTAL SCHEDULE OF
NONCASH TRANSACTI ONS

During the years ended June
30, 2002, 2001 and 2000

t he Conpany acquired
certain businesses, as
follows (Note 3):

Common stock issued in
acqui sitions

Fai r val ue of assets

acqui red 589
Goodwi | | 445
Cash paid in acquisitions
net of cash acquired

$ -

(1,034)

Liabilities assuned $ --

(1,021)

$ -

25
857

(814)

$ 2,018

$ (7,625)

4,583
13, 391

(10, 308)

The acconpanying notes are an integral part of these consolidated financial
st at enent s.
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1. Conpany Organi zation and Nature O Busi ness
Organi zati on

Col l ectors Universe, Inc. (W or the Conpany) is a Delaware corporation
that was organi zed on February 5, 1999 for the purpose of enabling

Prof essional Coin Grading Service, Inc. (PCGS or the Predecessor) to

acqui re other businesses that, |ike PCGS, would provide services to the
collectibles markets. On February 5, 1999, Collectors Universe issued
17,311 shares of commobn stock in exchange for all of the outstanding shares
of PCGS. As a result of that exchange, the forner stockhol ders of PCGS
become st ockhol ders of Collectors Universe, with each of themreceiving a
nunber of our shares based on his or her percentage ownership of the shares
of PCGS. Prior to this exchange, Collectors Universe had no operating
assets or liabilities and had not yet conducted any operations. The assets
and liabilities acquired were recorded at the predecessor basis as the
transaction represented a transfer of assets and liabilities between
entities under common control

Concurrently, with the exchange transaction with PCGS, Collectors Universe
acquired the assets of the auction businesses of Lyn F. Knight Rare Coins,
Inc. (Lyn Knight) and Ki ngswood Coin Auctions, LLC (Kingswod) and the
mnority ownership interests in Superior Sportscard Auctions, LLC
(Superior) and Internet Universe, LLC (1U), both of which were

maj ority-owned subsidiaries of PCGS at the tinme these acquisitions were
consunmmat ed.

Nat ure of the Business

We are a collectibles conpany engaged in the gradi ng, auctioning, selling
and content information for high-end collectibles. W provide

aut henti cation and gradi ng services for sportscards, rare coins, stanps and
aut hentication-only services for sports menorabilia and autographs. W
conduct in-person, tel ephone and Internet auctions of rare coins and
currency, sportscards and sports nenorabilia, rare records and

entertai nnment nmenorabilia. W sell rare coins, sportscards, sports and
entertai nment nmenorabilia, historical documents and records on a direct
basis and through catal ogs and the Internet. We al so publish magazi nes that
provi de market prices and information for certain collectibles.

Basi s of Presentation

The acconpanyi ng consol i dated financial statenents have been prepared in
accordance with accounting principles generally accepted in the United
States of America

2. Summary of Significant Accounting Policies
Princi pl es of Consolidation

The accomnpanyi ng consol i dated financial statenents include the accounts of
Col l ectors Universe, Inc. and its subsidiaries. During the years ended June
30, 2002, 2001, and 2000, the Conpany acquired certain assets of other

busi nesses and consol i dated their accounts fromthe dates of acquisition
(Note 3). Al interconpany accounts have been elimnated in consolidation

Fi scal Year

The Conpany's fiscal year ends on the Saturday closest to June 30th.
Accordingly, the last three fiscal years ended on June 29, 2002, June 30,
2001 and July 1, 2000. For clarity of presentation, all fiscal years are
reported as ending on June 30th.

Use of Esti mates
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The preparation of financial statements in conformity with generally
accepted accounting principles requires managenent to nake estinmates and
assunptions that affect the reported anpbunts of assets and liabilities and
di scl osure of contingent assets and liabilities at the dates of the
financial statements and the reported anmpunts of
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revenues and expenses during the reporting periods. Actual results my
differ fromthose estimtes, and such differences may be material to the
consol i dated financial statenents.

Cash and Cash Equi val ents

We consider all highly liquid investments with original maturities of three
nonths or less at the date of purchase to be cash equival ents.

Concentrations

Fi nancial instruments that potentially subject the Conpany to significant
concentrations of credit risk consist primarily of cash and cash
equi val ents and accounts receivable. The Conpany invests its excess cash in
a large uninsured institutional nmoney market fund. A substantial portion of
accounts receivable is due fromcollectibles deal ers. The Conpany perforns
an analysis of the expected collectibility of accounts receivable and nakes
an all owance for doubtful accounts, when necessary. The allowance for

doubt ful accounts was $293, 000 and $570,000 at June 30, 2002 and 2001,
respectively.

The Conpany purchases injection-nolded parts, holograns and printed | abels
for its grading services. There are numerous suppliers for these itens, and
any one could be substituted wi thout significant delay or cost to the
Conpany. However, while there are nunerous sources for injection nolded
parts, these parts require a die to fabricate the part. The manufacture of
hi gh precision dies can be a | engthy process and requires consi derabl e
expertise in their fabrication. The Conpany does not have "back-up" dies
for many of its high volunme injection nolded parts, and the Conpany relies
on one supplier for these requirenents. In the event that this supplier
experiences a protracted production stoppage, the Conpany woul d not be able
to service all of its customers.

Fair Val ue of Financial Instrunents

The carrying value of cash equival ents, accounts receivable, notes
recei vabl e, accounts payabl e and accrued liabilities approxinmate their fair
val ues.

| nvent ori es

We account for inventories under the specific identification nmethod, except
for certain sports celebrity autograph inventory that is accounted for at
average cost. Inventories are valued at the | ower of cost or market on an

i nventory category basis. Inventories are periodically reviewed to identify
slow noving itens, and the allowance for inventory |loss is recognized, as
necessary. The all owance for inventory |oss was $339, 000 and $312, 000 at
June 30, 2002 and 2001, respectively. It is possible that our estimtes of
mar ket val ue coul d change in the near termdue to market conditions in the
various collectibles narkets served by the Conpany.

During the fourth quarter ended June 30, 2002, the Conpany capitalized
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$116, 000 of supplies inventory used in its grading and authentication
oper ations.

Property and Equi pnent

Property and equi pnent are stated at cost. Depreciation and anortization
are provided using the straight-line method over the estimated useful I|ives
ranging fromthree to seven years. Leasehold inprovenents are anortized
over the shorter of the estinated useful |ives of the inprovenents or the
termof the related | ease. Repair and mmi ntenance costs are expensed as

i ncurred.

Goodwi | |

CGoodwi I | represents the excess of the purchase price over the fair val ue of
net assets acquired and is anortized using the straight-1ine method over
periods ranging fromfive to fifteen years. W periodically evaluate the
recoverability of goodw Il by determ ning whether the anortization of the
bal ance over its remmining useful life can be recovered through projected
undi scounted future operating cash flows. During fiscal 2001, we determ ned
that the goodwi |l associated with Internet Universe, LLC, which conducted
our Internet operations, had becone inpaired. This determ nation resulted
primarily froma change in our projected revenue for Internet advertising
on our website www. collectors.com due to industry-wi de reductions in the
viability of banner advertising and the rates that could be charged for
this type of Internet advertising. Accordingly, we recorded a charge of
$906, 000 in fiscal 2001 to reduce the carrying value of the Internet

Uni verse, LLC goodwill to zero. During fiscal 2002, we deternined that the
goodwi I | associated with Professional Stanp Experts (PSE) was partially
impaired. This determination resulted froma reduction in future projected
revenues of PSE. Accordingly, we recorded a charge of $51,000 in fisca
2002 to reduce the carrying value of the PSE goodw || to $89, 000. Based on
our nost recent analysis, we believe that no additional inpairnent exists
at June 30, 2002. Accunul ated anortization of goodw Il was $4, 188,000 and
$2, 609, 000 at June 30, 2002 and 2001, respectively.
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| mpai rment of Long-Lived Assets

We account for the inpairnment and di sposition of long-lived assets in
accordance with Statement of Financial Accounting Standards (SFAS) No. 121
Accounting for the Inmpairnent of Long-Lived Assets and for Long-Lived
Assets to Be Disposed O . In accordance with SFAS No. 121, long-Ilived
assets to be held for use are reviewed for events or changes in

ci rcunst ances which indicate that their carrying value nmay not be
recoverabl e through projected undi scounted future operating cash flows. The
Conpany periodically reviews the carrying value of long-lived assets to

det erm ne whether an inpairment to such value has occurred. At June 30,
2002, there was no inpairnment of long-lived assets.

Revenue Recognition

Net revenues include fees generated fromthe grading and authentication of
sportscards, coins, autographs and stanps; the sales prices of owned
collectibles sold in our auctions and directly to collectors; conm ssions
earned on sal es of consigned collectibles at our auctions; and revenue from
the publication of collectibles nagazines. Net revenues are determ ned net
of discounts and all owances, product returns, and commi ssions paid to
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consi gnors on sales of their collectibles.

We record revenue fromthe sale of collectibles at our auctions at the tine
the collectible is delivered in person, or otherw se shipped based on
agreenment with the successful bidder. Shipnent or delivery generally takes
pl ace after paynent is received fromthe successful bidder, which can be as
l ong as 60 days after completion of the auction. However, for certain
repeat bidders, we deliver in-person or ship the collectibles at the close
of an auction and allow themto pay up to 60 days follow ng the auction
Such sales are also recorded at the tine of delivery or shipment. W al so
of fer extended paynment terns to certain collectors or dealers. For

col lectibles that we own and sell at auction, we record the successfu

bi dder ampunt, or "hammrer," as the sale of the nerchandi se and record the
buyer's fee as comm ssion earned. W al so record the cost of the

mer chandi se sold as cost of revenues. For collectibles that are consigned
to us for auction, we record, as comm ssions earned, the ampunts of the
buyer's and seller's fees. Dependi ng upon the type of collectibles auction,
we charge successful bidders a 10%to 15% comi ssion and generally charge
consignors a 5% to 15% selling conm ssion. On sonme | arge or inportant

consi gnnents, we nmay negotiate a reduced consignor comm ssion or even pay a
fee to the consignor.

Gradi ng revenues are recogni zed when the graded itemis returned to the
customer. Grading fees have generally been prepaid, although we have

of fered open account privileges to numerous |arger deal ers. Advance
paynments received for grading services are deferred until the service is
performed and the itemis shipped. For deal ers who have open account
status, we record revenue at the tine of shipnent.

Warranty Costs

The Conpany offers a warranty covering the coins and sportscards it

aut henticates and grades. Under the terns of the warranty, any coin or
sportscard originally graded by us, which subsequently receives a | ower
grade upon resubnmittal to us, obligates us to either purchase the coin or
sportscard or pay the difference in value of the itemat its original grade
as compared with its lower grade. Simlarly, any coin or sportscard
originally graded by us, which subsequently is determ ned to be not

aut hentic, obligates us to purchase the coin or sportscard. W accrue for
estimted warranty costs based on historical trends and rel ated experience.

Advertising Costs

Advertising costs are expensed as incurred and anounted to approxi nately
$661, 000, $849, 000 and $895, 000 for the three years ended June 30, 2002,
2001 and 2000, respectively.

| ncone Taxes

We account for incone taxes in accordance with SFAS No. 109, Accounting for
I ncome Taxes. Deferred taxes on inconme result fromtenporary differences
bet ween the reporting of income and expense for financial statements and
tax reporting purposes. A valuation allowance related to a deferred tax
asset is recorded when it is nore likely than not that some portion or al
of the deferred tax asset will not be realized.

COLLECTORS UNI VERSE, | NC. AND SUBSI DI ARl ES
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS- - ( Cont i nued)

This document is compiled by Thomson Financial 45



COLLECTORS UNIVERSE INC - 10-K Filing Date: 06/30/02

St ock- Based Comnpensati on

We account for stock-based awards to enpl oyees using the intrinsic value
met hod i n accordance with Accounting Principles Board (APB) Opinion No. 25,
Accounting for Stock Issued to Enpl oyees, and adopted the disclosure
provi si ons of SFAS No. 123, Accounting for Stock-Based Conpensation

We account for equity instruments issued to non-enployees in accordance
with the provisions of SFAS No. 123 and Energing | ssues Task Force (EITF)

| ssue No. 96-18, Accounting for Equity Instrunents that are Issued to O her
Than Enpl oyees for Acquiring, or in Conjunction with Selling Goods or
Services. Al transactions in which goods or services are the consideration
received for the issuance of equity instrunents are accounted for based on
the fair value of the consideration received or the fair value of the
equity instrument issued, whichever is nore reliably neasurable. The
nmeasurenent date used to determine the fair value of the equity instrunent
issued is the earlier of the date on which the third-party perfornmance is
conplete or the date on which it is probable that performance will occur

Net Income (Loss) Per Share

We conpute net incone (loss) per share in accordance with SFAS No. 128,
Earni ngs Per Share. SFAS No. 128 requires the presentation of basic and

di | uted earnings per share. Basic earnings (loss) per share is conputed by
di vidi ng net incone (loss) attributable to common stockhol ders by the

wei ght ed average nunber of commpn shares outstanding during the periods
presented. Diluted net inconme per share is conputed by dividing net incone
attributable to common stockhol ders by the wei ghted average nunber of
conmon and conmon equi val ent shares outstandi ng during the periods
presented assuming the exercise of all outstanding stock options and ot her
dilutive securities. For the years ended June 30, 2002 and June 30, 2001,
the effect of potentially dilutive stock options of 719,000 and 557, 000
shares, respectively, is not included, as the effect is anti-dilutive.

The following table sets forth the conputation of basic and diluted net
i ncomre (|l oss) per comopn share

(i n thousands)

June 30,

2002 2001 2000
Numer at or :
Net income (loss) used for
basi c and dil uted net incone
(1 oss) per share $ (2,510) $ (649) $ 1,542
Denomi nat or :
Average compn shares used
for basic net income (loss)
per share 25, 389 25, 114 23, 330
Effects of dilutive stock
options -- -- 1, 245
Denom nator for diluted net
i ncomre (|l oss) per share 25, 389 25,114 24,575

Conpr ehensi ve | ncone
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The Conpany does not have any itens of other conprehensive incone requiring
separate di scl osure.

Conput er Software Devel opnent Costs

In accordance with Statenent of Position No. 98-1, Accounting for the Costs
of Conmputer Software Devel oped or btained for Internal Use, the Conpany
has capitalized certain costs to obtain or develop software to be used for

i nternal purposes. For fiscal years 2002 and 2001, the Conpany capitalized
$93, 000 and $232, 000 respectively, of software devel opnment costs and
anortized $198,000 and $142,000 respectively, of these costs based upon a
two-year anortization period.

COLLECTORS UNI VERSE, | NC. AND SUBSI DI ARI ES
NOTES TO CONSCLI DATED FI NANCI AL STATEMENTS- - ( Cont i nued)

Recent Accounting Pronouncenents

In June 1998, the Financial Accounting Standards Board (FASB) issued SFAS
No. 133, Accounting for Derivative Instruments and Hedging Activities. The
Conpany adopted SFAS No. 133 effective for the first quarter of its fisca
year beginning July 1, 2000. SFAS No. 133 requires that the Conpany record
all derivatives on the bal ance sheet at fair value. The Conpany does not
have any derivative instrunents nor does the Conpany engage in hedgi ng
activities. Therefore, the adoption of SFAS No. 133 had no inpact on the
Conpany' s consol i dated financial statenents.

In June 2001, the FASB issued SFAS No. 141, Business Conbinations, and SFAS
No. 142, Goodwill and Other Intangi ble Assets. SFAS No. 141 requires the
use of the purchase nethod of accounting and prohibits the use of the

pool i ng-of -i nterests nethod of accounting for business conbinations
initiated after June 30, 2001. SFAS No. 141 al so requires that the Conpany
recogni ze acquired intangi bl e assets, apart fromgoodwill, if the acquired
i ntangi bl e assets neet certain criteria. SFAS No. 141 applies to al

busi ness conbinations initiated after June 30, 2001 and for purchase

busi ness combi nati ons conpl eted on or after July 1, 2001. The Conpany
accounted for the acquisition of Collectible Properties, Inc. (CPl) (note
3), which was consummat ed subsequent to June 30, 2001, in accordance with
SFAS No. 141.

SFAS No. 142 requires, anong other things, that conpanies no | onger
anmortize goodwi I, but instead test goodwi Il for inpairment at |east

annual ly. In addition, SFAS No. 142 requires that the Conpany identify
reporting units for the purposes of assessing potential future inpairnments

of goodwi ||, reassess the useful |ives of other existing recognized
i ntangi bl e assets, and cease anortization of intangible assets with an
indefinite useful life. An intangible asset with an indefinite useful life

shoul d be tested for inpairnent in accordance with the gui dance in SFAS No.
142. SFAS No. 142 is required to be applied in fiscal years beginning after
Decenmber 15, 2001 to all goodw ||l and other intangible assets recognized at
that date, regardl ess of when those assets were initially recogni zed. SFAS
No. 142 was adopted by the Conpany effective as of July 1, 2002 and wil|

require the Conpany to conplete a transitional goodw Il inpairnent test by
no | ater than Decenber 31, 2002. The Conpany is also required to reassess
the useful lives of other intangible assets within the first interim

quarter after adoption of SFAS No. 142.

In accordance with the transition provisions of SFAS No. 142, the Conpany
did not anortize goodwill arising fromthe acquisition of CPl in fisca
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2002. The Conpany's previ ous busi ness comnbi nati ons were accounted for using
the purchase nethod. Due to the Conpany's adoption of SFAS No. 142, it wll
no | onger anortize its other goodwi || bal ances arising fromacquisitions
consummated prior to July 1, 2001 (such anortization expenses ampunted to
$1, 649,000 in 2002). The Conpany is in the process of performng the
two-step transitional goodw Il inpairnent testing required under the new
standard. Based on the analysis for the first step testing performed to
date, the Conpany anticipates an inpairnment of a substantial anount of its
goodwi | I under the new standard in fiscal year 2003.

In August 2001, the FASB issued SFAS No. 144, Accounting for the Inpairnment
or Disposal of Long-Lived Assets, which supercedes previous gui dance on
financial accounting and reporting for the inpairment of disposal of

I ong-lived assets and for segnents of a business to be di sposed of. SFAS
No. 144 is effective for fiscal years beginning after Decenber 15, 2001.
The Conpany does not expect the adoption of SFAS No. 144 to have a
significant inmpact on the Conpany's financial position or results of
operations.

In June 2002, the FASB issued SFAS No. 146, Accounting for Costs Associated
with Exit or Disposal Activities. SFAS No. 146 addresses significant issues
regardi ng the recognition, measurenent, and reporting of costs associ ated
with exit and disposal activities, including restructuring activities. SFAS
No. 146 al so addresses recognition of certain costs related to termnating
a contract that is not a capital |ease, costs to consolidate facilities or
rel ocate enpl oyees, and termination benefits provided to enpl oyees that are
involuntarily term nated under the terns of a one-tine benefit arrangenent
that is not an ongoi ng benefit arrangement or an individua

def err ed- compensati on contract. SFAS No. 146 is effective for exit or

di sposal activities that are initiated after Decenber 31, 2002. Managenent
bel i eves that the adoption of SFAS No. 146 will not have a material inpact
on the Conpany's consolidated financial statenents.
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Recl assi ficati ons

Certain reclassifications have been made to the fiscal 2001 and 2000
financial statements to conformto the fiscal 2002 presentation.

3. Acqui si tions
Prior to June 30, 2001

On Cctober 11, 1999, we acquired Professional Stanp Experts (PSE), a stanp
aut hentication service. Total consideration was $305,000 in cash. The

acqui sition was accounted for under the purchase nethod of accounting. As
there were no tangible or identified intangible assets acquired, the entire
purchase anpbunt was allocated to goodwill to be anortized over 5 years. The
results of operations of PSE have been included in our consolidated
financial statements fromthe date of acquisition. During the fourth
quarter of fiscal year 2002, we determined that the goodwi Il associated
with this acquisition had becone partially inpaired, and accordingly the
Conmpany recogni zed an inpairment |oss of $51,000 to reduce the carrying

val ue of the PSE goodwill to $89, 000.

On March 10, 2000, we acquired substantially all of the operating assets of
Auctions by Bowers and Merena, Inc., Bowers and Merena Galleries, Inc., and
Bowers and Merena Research, Inc., (collectively, Bowers and Merena), a
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busi ness primarily engaged in the auction and retail sales of rare coins.
Total consideration was $10, 003,000 in cash and 1, 000, 000 shares of
Col l ectors Universe, Inc.'s common stock valued at $7, 625, 000. The

acqui sition was accounted for under the purchase nethod of accounting and,
accordi ngly, the Conmpany has recorded the assets acquired and the
liabilities assuned based on their estinmated fair value at the date of

acqui sition. The total purchase price was allocated to tangible net assets
acqui red of $4,542,000 and goodwi || of $13,086,000 to be anortized over 15
years. The results of operations of Bowers and Merena have been included in
our consolidated financial statements fromthe date of acquisition

On July 14, 2000, we acquired substantially all of the operating assets of
Qdyssey Publications, Inc., a business primarily engaged in the retai

sal es of entertainnent and historical nenorabilia. Total consideration was
$814, 000 in cash and the assunption of $68,000 in liabilities. The

acqui sition was accounted for under the purchase nethod of accounting, and
accordingly the Conpany has recorded the assets acquired and the
liabilities assuned based on their estinmated fair value at the date of
acqui sition. The purchase price was allocated to assets acquired of $25, 000
and goodwi | | of $857,000 to be anortized over 5 years. The results of
operations of QOdyssey Publications, Inc. have been included in our

consol idated financial statenents fromthe date of acquisition.

Subsequent To June 30, 2001

On April 12, 2002, the Conpany acquired certain assets of Collectible
Properties, Inc. (CPl), the currency sal es auction business of Lyn F.

Kni ght, former owner of Lyn F. Knight Rare Coins, Inc. and an enpl oyee of
the Company, for $1,034,000 in cash. As a result of the acquisition, the
Conpany gai ned a conpetitive position in the rare currency retail sales
market. In addition, the acquisition conplenments the Conpany's existing Lyn
Kni ght Rare Currency division, which is one of the |eading rare currency
auction conpanies in the country. The acquisition was accounted for under
the purchase nethod of accounting and, accordingly, the Conpany has
recorded the assets acquired based on their estimated fair values at the
date of acquisition. The total purchase price of $1,034,000 was all ocated
to tangi bl e assets acquired of $549,000, identifiable intangible assets of
$40, 000, and goodwi I | of $445,000. The goodwi |l of $445,000 was assigned to
the Collectible Sales segnment. The full anmount is expected to be deductible
for tax purposes. The results of operations of CPl have been included in
the consolidated financial statenents fromthe date of acquisition

The foll owi ng condensed bal ance sheet sunmarizes the estimated fair val ues
of the assets acquired at the date of acquisition

| nventori es $ 549, 000
I nt angi bl e assets 40, 000
Goodwi | | 445, 000
Total assets acquired $1, 034, 000

Had the acquisitions occurred at the beginning of the fiscal year in which
each acquisition was conpleted, or the beginning of the imredi ately
precedi ng year, conbined pro forma net sales, net income, and net incone
(l oss) per common share woul d not have been materially different fromthat
currently being reported.
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| nvent ori es

I nventories consist of the
foll owi ng at June 30:

Coi ns and currency
Sportscards and menorabilia
Recor ds

O her collectibles

Less inventory reserve

(i n thousands)

2002 2001
6,478 $ 5,791

1,613 3, 210

95 371

319 28

8, 505 9, 400

(339) (312)

I nventory reserve represents valuation allowance on certain itens held in
i nventory.

5.

Property and Equi pnent

Property and equi pnent consists
of the followi ng at June 30:

Coi ns and sportscard grading
reference sets, fair val ue of
$15 and $13 at June 30, 2002
and 2001, respectively

Conput er hardware and equi prent
Conput er software

Equi pnent

Furniture and office equi pnment
Leasehol d i nprovenents
Construction in progress

(i n thousands)

2002 2001

15 $ 13

1, 930 1, 608
1,072 690

1, 236 1,198

866 796

455 379
-- 189

5,574 4,873
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Less accumul at ed depreci ati on
and anortization (3,838) (2,975)

Property and equi prent, net $ 1,736 $ 1, 898

Depreci ation and anortization expense of property and equi prent for fisca
2002, 2001 and 2000 was $874, 000, $754,000 and $619, 000, respectively.

6. Accrued Liabilities

Accrued liabilities consist of

the follow ng at June 30: (i n thousands)
2002 2001
Varranty costs $ 302 % 280
Prof essi onal fees 143 104
O her 291 533
$ 736 $ 917

Activity and reserve bal ances related to the fiscal 2002, 2001, and 2000
warranty reserve through June 30, 2002 are as follows (in thousands):

Warranty reserve, July 1, 1999 $ 232
Charged to cost of revenues 165
Cash paynents (116)
Warranty reserve, June 30, 2000 281
Charged to cost of revenues 159
Cash payments (160)
Warranty reserve, June 30, 2001 280
Charged to cost of revenues 249
Cash paynents (227)
Warranty reserve, June 30, 2002 $ 302

7. Line of Credit
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In Novenber 2001, the Conpany entered into an unsecured |line of credit
agreenment with a bank, which provides for borrow ngs of up to $1, 500, 000,
subject to certain borrowing base linmitations. Borrow ngs under the |ine of
credit bear interest at the prime rate (4.75% at June 30, 2002) plus 1%
and are due on denmand. This agreenent can be term nated by either the bank
or the conpany at any tinme. At June 30, 2002, there were no outstanding
borrow ngs under the line of credit.

COLLECTORS UNI VERSE, | NC. AND SUBSI DI ARI ES
NOTES TO CONSCLI DATED FI NANCI AL STATEMENTS- - ( Cont i nued)

8. | ncone Taxes

The provision (benefit) for incone taxes for the years ended June 30
consi sts of the follow ng:

(i n thousands)

2002 2001 2000
Current:
Feder al $ (1, 085) $ 798 $ 1,359
State (76) 232 347
(1, 161) 1, 030 1, 706
Def err ed:
Feder al 4 (334) (143)
State (278) (103) (13)
(274) (437) (156)
Total provision
(benefit) for income
t axes $ (1, 435) $ 593 $ 1,550

The reconciliation of the provision (benefit) for income taxes computed at
federal statutory rates to the provision (benefit) for incone taxes for the
years ended June 30, is as foll ows:

(i n thousands)

Tax (benefit) at federa
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statutory rates
State i ncone taxes
(benefit), net
Goodwi | |

O her, net

$ (1,381) $

(231)
127

(19) $

Deferred incone taxes reflect the net tax effect of tenporary differences

bet ween the carrying anounts of assets and liabilities for financial
reporting purposes and the anounts used for
Signi ficant conmponents of deferred taxes as of June 30, 2002 and 2001,

as foll ows:

2002

Deferred tax assets:
Suppl i er conpensati on costs $ 546
Reserves 711
Goodwi | | 420
Property and equi pnent 79
Net operating |oss carryover 172
Q her 87
Total deferred tax assets 2,015
Deferred tax liabilities:
State taxes (224)
Q her (69)
Total deferred tax
liabilities (294)
Net deferred tax assets 1,722
Less: Current portion (648)

$ 1,074

At June 30, 2002, the Conpany had no federal
carryforward as it will carryback all

i ncome tax purposes.

tax net operating |oss
tax | osses to 2000 and 1999. The

are

expected refunds are included in the Conpany's refundable incone taxes at

June 30, 2002. At June 30, 2002,

carryforward begins to expire in the year ended June 30, 2014.
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9. Enpl oyee Benefit Pl ans

I NC. AND SUBSI DI ARI ES

the Conpany had a state net operating |oss
carryforward of $1,947,000. The Conpany's state net operating |oss
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We established an enpl oyee benefit plan, effective July 1992, that features
a 401(k) salary reduction provision covering all enpl oyees who neet
eligibility requirements. Eligible enployees may elect to defer up to 15%
of compensation or the statutorily prescribed annual limt. The Conpany, at
its discretion, may make contributions to the plan. To date, we have not
nmade contributions to the plan, and administrative costs have been noni nal

On July 5, 2000, the Conpany inplenmented the previously approved Enpl oyee
Stock Purchase Plan (the "Plan") covering all enployees who neet certain
eligibility requirements. The Plan allows enployees to elect, at the

begi nni ng of each six-nonth period, to contribute up to 15% of conpensati on
that will be applied to the purchase of Conpany stock at the end of the
six-nmonth period. The purchase price is 85%of the stock price on the first
day of the six-nonth period or the last day of the six-nonth period,

whi chever is | ower.

During fiscal 2002 and 2001, we issued 41,000 shares of commopn stock under
the Plan at an average purchase price of $1.35 per share in fiscal 2002 and
$1.30 per share in fiscal 2001.

10. St ockhol ders' Equity

I n Novenber 1999, we sold 4,000, 000 shares of comon stock in our initia
public stock offering. Net proceeds fromthe initial public stock offering
were approxi mately $21, 400,000 after deducting offering expenses of

approxi mately $2, 600, 000. In March 2000, we issued 1,000,000 shares as
partial consideration in connection with a business acquisition (Note 3).

During the quarter ended June 30, 2002, the trading prices of our shares
declined to |l ess than $1.00 per share. As a result, the Company was

i nformed by NASDAQ on July 19, 2002, that its shares may be delisted from
tradi ng on the NASDAQ Stock Market.

Treasury Stock

During fiscal 2001, we repurchased 500, 000 shares of comon stock at an
aggregate cost of $1,021, 000.

Consul ting Agreement

In July 1997, we granted options to an individual to purchase 532,000
shares of our commpn stock at an exercise price of $0.33 per share as
consi deration for a five-year consulting agreenent comencing on July 1,
1997. The options vested 20% per year commenci ng Decenber 31, 1997 through
Decenber 31, 2001 and are exercisable on or before Decenber 31, 2005. No
amount was recogni zed for the value of the options, as the amunt was

i nsignificant.

VWar rant Agr eenment

In May 1999, we granted a warrant to purchase 50,000 shares of our conmmon
stock at an exercise price of $5.00 per share in connection with an
exclusive |license agreenment. No anpbunt was recogni zed for the value of the
warrant, as the anount was insignificant.

Non- Qual i fied Stock Option

In March 2000, we granted a non-qualified stock option that was not under
the 1999 Stock Incentive Plan for 500,000 shares of common stock at an
exercise price of $7.63 in connection with an enpl oyment agreenent.

Suppl i er Compensati on Cost

During fiscal 1999 the Company granted 594, 000 stock options to collectible

experts providing content for our websites, at an exercise price of $5.00 a
share. These options vested i Mmedi ately and are exerci sabl e over a ten-year
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term The fair value of these options was expensed in fiscal 1999, and al
of these options are outstanding at June 30, 2002.

11. Stock Option Pl ans

In January 1999, we adopted the PCGS 1999 Stock Incentive Plan (the PCGS

Pl an). The PCGS Pl an covers an aggregate of 1,077,000 shares of our conmon
stock. In February 1999, we adopted the 1999 Stock Incentive Plan (the 1999
Pl an), which provides for grants of incentive stock options, nonstatutory
stock options, and restricted stock grants to directors, officers,

enpl oyees and consultants of Collectors Universe who provide val uabl e
services

CCOLLECTORS UNI VERSE, | NC. AND SUBSI DI ARl ES
NOTES TO CONSCLI DATED FI NANCI AL STATEMENTS- - ( Cont i nued)

to Collectors Universe, entitling themto purchase up to 1,749,000 shares
of our common stock. On December 5, 2000, the stockhol ders, at the
Conpany's Annual Meeting, approved an anmendnent to the 1999 Plan to

i ncrease the authorized nunber of Common Stock that is issuable under this
Plan from 1, 749,000 to 2,999,000 shares. Each of these Plans provide that
the option price per share may not be | ess than 100% of the fair narket

val ue of a share of common stock on the grant date, as determ ned by the
Board of Directors for incentive stock options, and 85% of fair market

val ue for nonstatutory stock options. For incentive stock options, the
exercise price may not be less than 110% of the fair market value of a
share of common stock on the grant date for any individual possessing 10%
or nore of the voting power of all classes of stock of Collectors Universe.
The tim ng of exercise for individual option grants is at the discretion of
the Board of Directors, and the options expire no |ater than ten years
after the grant date (five years in the case of incentive stock options
granted to individuals possessing 10% or nore of the voting power of al

cl asses of stock of Collectors Universe). In the event of a change in
control of Collectors Universe, an option or award under these Plans will
become fully exercisable if the option or award is not assumed by the
surviving corporation or the surviving corporation does not substitute
conpar abl e awards for the awards granted under these Pl ans.

The following is a sumary of stock option activity for fiscal 2000, 2001
and 2002 under the PCGS Plan and the 1999 Pl an

(in thousands, except per share data)

Wi ght ed
Nunmber Aver age Exercise
O Shares Price Per Share Price Per Share
Opti ons
out st andi ng
at June 30,
1999 2,156 $2.11 - $5.23 $3. 53
G ant ed 698 $3.62 - $7.75 $6. 46
Cancel | ed 262 $5.00 - $7.63 $5. 14
Exer ci sed 147 $2.11 - $6.00 $2.19
Opt i ons
out st andi ng
at June 30,
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2000 2, 445 $2.11 - $7.75 $4. 30
G ant ed 908 $2.00 - $4.50 $2. 68
Cancel | ed 338 $2.00 - $7.75 $4. 36
Exerci sed - - - - - - - -
Options

out st andi ng

at June 30,

2001 3,015 $2.11 - $7.63 $3. 81
G ant ed 1, 452 $0.77 - $2.00 $0. 97
Cancel | ed 1, 692 $0.77 - $7.63 $3.15
Exer ci sed 15 $0. 77 $0. 77
Opt i ons

out st andi ng

at June 30,

2002 2,760 $0.77 - $7.63 $2.74

The foll owing table sunmarizes infornmation about stock options outstanding
at June 30, 2002:

(in thousands, except per share data)

Opti ons Qut st andi ng Opti ons Exerci sabl e

Wei ght ed

Aver age
Remai ni ng Wei ght ed Wei ght ed
Range of Nunber of Cont r act ual Aver age Nunber of Aver age
Exer ci se Shar es Life Exer ci se Shar es Exer ci se
Price Qut st andi ng (years) Price Exer ci sabl e Price
$0.77 - $1.52 1, 240 9.4 $0. 98 460 $0. 80
$2. 00 451 8.6 $2. 00 386 $2. 00
$2.11 - $2.61 100 7.5 $2. 56 100 $2. 56
$3.00 - $3.69 106 8.0 $3. 05 52 $3. 04
$4.50 158 8.0 $4.50 34 $4.50
$5.00 - $5.37 379 6.8 $5. 02 298 $5. 00
$6. 00 148 7.3 $6. 00 112 $6. 00
$7.12 - $7.63 178 7.7 $7. 63 91 $7. 63
2,760 8.5 $2.74 1,533 $2.98
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The nunber of stock options exercisable and their wei ghted-average exercise

prices at June 30, 2002 and 2001 were 1,533,000 at $2.98 and 1, 945, 000 at
$3.42, respectively.
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SFAS No. 123 encour ages, but does not require, conpanies to record
conpensation cost for enployee stock option grants, using the fair val ue
net hod. As permitted by SFAS No. 123, we have chosen to account for

enpl oyee option grants using APB Opinion No. 25 and apply the

di scl osure-only provisions of SFAS No. 123. Accordingly, no conpensation
expense has been recogni zed for enpl oyee stock option grants, as such
grants have been nade with exercise prices at fair nmarket value. Had
conpensati on expense for the enployee stock option grants been determ ned
usi ng the provisions of SFAS No. 123, our net incone (loss) for fisca
2002, 2001 and 2000 woul d have been changed to the ampbunts indicated bel ow

(I'n thousands, except per share

anmount s) 2002 2001 2000
Net incone (| o0ss):

As-reported (2,510) $ (649) 81,542
Pro forma (3,013) $(2,465) $ 238
Basi c net income (loss) per

share:

As-reported $(0.10) $ (0.03) $ 0.07
Pro forma $ (0.12) $ (0.10) $ 0.01
Diluted net income (loss) per

share:

As-reported $ (0.10) $ (0.03) $ 0.06
Pro forma $(0.12) $ (0.10) $ 0.01

Because stock options vest over several years and additional option grants
are expected, the above pro forma effects of applying SFAS No. 123 are not
likely to be representative of the effects on net incone (loss) for future
peri ods.

The fair value of issued stock options is estimted on the date of grant
usi ng the Bl ack-Schol es option pricing nodel, incorporating the follow ng
assunptions for stock options granted in fiscal 2002, 2001 and 2000,
respectively: expected volatility (the amount by which the stock price is
expected to fluctuate) of 81% 333% and 237% expected dividend yield of
0% 0%and 0% risk-free interest rate of 3.3% 5.0% and 6. 3% and expect ed
life of 1.5 years for fiscal 2002 and 5 years for fiscal 2001 and 2000,
respectively. The wei ghted average fair val ue of stock options granted
during fiscal 2002, 2001 and 2000 was $0.40, $2.68 and $6.90 per option
share, respectively.

12. Rel ated- Party Transactions

During the ordinary course of business, we provide grading services to
certain entities that are owned, controlled or affiliated with our

st ockhol ders. Grading revenues received fromthese related entities
ambunted to $42, 000, $9, 000 and $144, 000 during the years ended June 30,
2002, 2001 and 2000, respectively. In addition, we purchased inventories
from and sold inventories to, certain of these related entities. Purchases
of inventories fromthese related entities amounted to $173, 000, $20, 000
and $247,000 during the years ended June 30, 2002, 2001 and 2000,
respectively.

J.DORC, Inc., an entity owned by one of our stockhol ders, provides
research-consulting services to us related to our coin grading and
aut hentication services. Amounts paid to J.D.R C., Inc. related to these

consul ting services were $37,000, $24, 000 and $102, 000 during the years
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ended June 30, 2002, 2001 and 2000, respectively.

In Cctober 1998, we | oaned $180,000 to a former officer of the Company. The
| oan bore interest at 9% per annum Total outstanding principal and
interest was paid in Decermber 2001.

During fiscal 2002, key enpl oyees purchased $111, 000 of rare coins and
sportscards fromthe Conpany. Accounts receivable balances at June 30, 2002
fromthese enpl oyees totalled $8,000 and represented invoices |less than 30
days old. In fiscal 2001, certain enployees bought rare coins and ingots
fromthe Conpany at cost. Total purchases were $363, 000. Certain enpl oyees,
who nmade purchases fromthe Conpany during fiscal 2001 and 2000, had

out st andi ng accounts receivabl e bal ances at June 30, 2001 aggregating

$413, 000. Subsequent to June 30, 2001, these bal ances were paid in full
During the ordinary course of business, certain key enpl oyees consi gned
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collectibles to our auctions and received the aucti on proceeds upon sale,

| ess comm ssions. Consignor paynents to these enpl oyees aggregated $470, 000
and $252,000 in fiscal 2002 and 2001, respectively. One enpl oyee received
mul ti pl e consi gnor advances during fiscal 2001 that aggregated $245, 000.
Thi s anpbunt was outstanding at June 30, 2001 but was subsequently paid in
full following the settlenent of an auction. Consignor advances to this
enpl oyee did not bear interest. In addition, certain key enpl oyees sold
collectibles to our Conpany during the year ended June 30, 2001,
aggregating $742, 000.

In Cctober 2000, we |oaned $300, 000 to our then chief executive officer

M. David G Hall, and additional borrow ngs subsequently increased the

| oan to $500, 000. In June 2001, M. Hall repaid $300,000 and reduced the
out standi ng | oan bal ance to $200, 000 at June 30, 2001. The Conpany
increased the loan to M. Hall during fiscal 2002 to $381, 000. The | oan
which was for a stated term accrued interest at 10% per annum and was
collateralized by 1,000,000 shares of our common stock owned by him Al
accrued interest under this |oan was paid at June 30, 2001. Accrued and
unpai d interest at June 30, 2002 was $31,000. On Septenber 10, 2002, M.
Hal | transferred to the Conpany 520,830 shares of the Conpany's conmon
stock owned by him with a fair value of $385,000 or at $0.74 per share, in
full satisfaction of the then outstanding principal and interest under the
| oan.

A menber of the Board of Directors is also a partner in a professiona
services firmproviding service to the Conpany. For the years ended June
30, 2002 and 2001, the nenber was paid $26,000 and $15, 000, respectively,
as Board fees and the professional services firmwas paid $110, 000 and
$134, 000, respectively for services rendered.

13. Conmi tments and Conti ngenci es
Leases

The Conpany has various operating |lease commitments for facilities and
equi prent that expire through Novenber 2009. Total rent expense, net of
subl ease income, for the years ended June 30, 2002, 2001 and 2000 was
approxi mately $1, 860, 000, $1, 674,000 and $871, 000, respectively. At June
30, 2001, future ninimumlease paynments under these agreenents are as
fol |l ows:
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2003 $ 1, 345
2004 1, 285
2005 1,175
2006 1,125
2007 1, 151
Thereafter 2,817

8, 898

Enpl oyment Agreenent s

The Conpany has entered into enpl oynent agreenents with certain executive
of ficers and ot her key enpl oyees. The enpl oynent agreenents provide for

m ni mum sal ary | evels, incentive conpensation and severance benefits, anpbng
ot her itens.

Consul ti ng Agreenent

The Conpany has entered into a consulting agreement with a former executive
of ficer. The agreenment provides for paynents of $15,000 per nonth over a
20-nonth period, effective April 2000. In fiscal 2002, 2001 and 2000,

$75, 000, $180, 000 and $45, 000 respectively, was recorded as an operating
expense under this consulting agreenent.

14. Segment, CGeographic and Major Customer |nformation

Operating segnents are defined as conponents of an enterprise about which
separate financial information is available that is evaluated regularly by
the Conpany's chi ef operating decision maker, or decision naking group, in
deciding how to all ocate resources and i n assessing performance. The
Conpany' s chi ef decision naker is its Chief Executive Oficer. The
operating segnents of the Conpany are organi zed based on the services it
offers. Simlar operating segnents have been aggregated to reportable
operating segments based on having simlar products or services, types of
custoners, and other criteria under SFAS No. 131, Disclosures about
Segnments of an Enterprise and Related Information

We operate principally in two service segnents: the authentication and
gradi ng of collectibles and sales of collectibles through auctions and
direct sales. Effective for the fiscal year ended June 30, 2001, the
Conpany changed the description of its "Auction" business segnent to
"Collectible Sales" to reflect the increase in retail collectible sales
within this segment that occurred in fiscal 2001. Accordingly, the
description of the business segnents for the fiscal year ended June 30,
2000 has been changed to conformto the presentation for the fiscal years
ended June 30, 2002 and 2001.

COLLECTORS UNI VERSE, | NC. AND SUBSI DI ARI ES
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We al |l ocate operating expenses to each business segnment based upon activity
levels. In the fiscal year ended June 30, 2000, we all ocated operating
expenses to our business segnents based upon head count. Accordingly, we
have restated the operating income and unal |l ocated operating expenses
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i ncluded in the business segnent data for the fiscal year ended June 30,
2000 to conformto the presentation for the fiscal years ended June 30,
2002 and 2001. W do not allocate specific assets to these service
segnents. Al of our sales and identifiable assets are located in the
United States. No individual customer accounted for 10% or nore of revenue
for the years ended June 30, 2002, 2001 and 2000.

Year Ended June 30, 2002 (in thousands)
Col l ectible Gradi ng and
Sal es Aut henti cation Tot al

Net revenues from
external custoners $ 26, 454 $ 18, 327 $ 44,781
Qperating incone
(l oss) before
unal | ocat ed operating
expenses (2,949) 3,476 527
Unal | ocat ed operating
expenses -- -- (4, 874)
Operating | oss,
consol i dat ed -- -- (4, 347)
CGoodwi I | anortization
and i npai r nent $ 1, 559 $ 141 $ 1,700

Year Ended June 30, 2001 (in thousands)

Col l ectible Gradi ng and
Sal es Aut hent i cati on Tot a

Net revenues from
external custoners $ 31, 422 $ 20,962 $ 52,384
Qperating incone
(l oss) before
unal | ocat ed operating
expenses $ (3,019) $ 4,796 $ 1,777
Unal | ocat ed operating
expenses -- -- (2, 655)
Qperating incone,
consol i dat ed -- -- (878)
Goodwi I | anortization $ 2,644 $ 60 $ 2,704

Year Ended June 30, 2000 (in thousands)
Col l ectible Gradi ng and
Sal es Aut henti cation Tot al

Net revenues from
external custoners $ 18,011 $ 24, 363 $ 42,374
Qperating (loss)
i ncome before
unal | ocat ed operating
expenses ($ 3, 891) $ 8,862 $ 4,971
Unal | ocat ed operating
expenses -- -- (2, 466)
Operating | oss,
consol i dat ed -- - - $ 2,505
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Goodwi I | anortization $ 1, 030 $ 40 $ 1,070

[tem 9. CHANGES | N AND DI SAGREEMENTS W TH ACCOUNTANTS ON ACCOUNTI NG AND
FI NANCI AL DI SCLOSURE

Not Applicable
PART [ 11

[tem 10. DI RECTORS AND EXECUTI VE OFFI CERS

Except for information concerning the Conpany's executive officers, which
is included in Part | of this Report, the information required by Item 10
is incorporated by reference fromthe Conpany's definitive proxy statenent
for its annual stockhol ders' neeting expected to be filed with the

Conmi ssion on or before Cctober 28, 2002.

[tem 11. EXECUTI VE COVPENSATI ON

The infornmation required by Item 11 is incorporated herein by reference
fromthe Conpany's definitive proxy statenent for its annual stockhol ders'
neeting expected to be filed with the Comm ssion on or before Cctober 28,
2002.

[tem 12. SECURI TY OMERSH P OF CERTAI N BENEFI Cl AL OANERS AND MANAGEMENT

The information required by Item 12 is incorporated herein by reference
fromthe Conpany's definitive proxy statement for its annual stockhol ders'
neeting expected to be filed wth the Conm ssion on or before Cctober 28,
2002.

[tem 13. CERTAI N RELATI ONSHI PS AND RELATED TRANSACTI ONS
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The information required by Item 13 is incorporated herein by reference
fromthe Conpany's definitive proxy statenent for its annual stockhol ders
neeting expected to be filed with the Conm ssion on or before Cctober 28,
2002.

[tem 14. CONTROLS AND PROCEDURES

Not appl i cabl e.

46
PART IV
[tem 15. EXHI BI TS, FI NANCI AL STATEMENT SCHEDULES, AND REPCORTS ON FORM

8-K

A. The followi ng financial statements are included in Item 8 of Form
10- K

1. Financial Statenents
| ndependent Auditors' Report
Consol i dat ed Bal ance Sheets as of June 30, 2002 and 2001

Consol i dated Statements of Operations for the years ended June 30,
2002, 2001 and 2000

Consol i dated Statements of Stockhol ders' Equity for the years ended
June 30, 2002, 2001 and 2000

Consol i dated Statements of Cash Flows for the years ended June 30,
2002, 2001 and 2000
Notes to the Consolidated Financial Statenents

2. Financial Statenent Schedul e

Schedul e I'l Valuation and Qualifying Accounts

The other schedules are omtted because the required information is
ei ther inapplicable or has been disclosed in the consolidated
financial statements and notes thereto.

3. Exhibits

See Index to Exhibits inmediately follow ng the Signature Page of
this Report

B. Reports on Form 8-K

No current reports on Form8-K were filed during the quarter ended
June 30, 2002.

47
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Schedul e 11
Val uation and Qualifying Accounts
For the Years Ended June 30, 2000, 2001 and 2002

Char ged Bal ance
Bal ance at Charged to to Cost at
Begi nni ng Oper ating of End of
Descri ption of Period Expenses Revenues Deduct i ons Peri od
Al 'l owance for
doubt fu
accounts $ 37,500 $ 182,372 $ -- $ (114,650) $105,222
I nventory
reserve 160, 500 -- 16, 889 (71, 705) 105, 684
Total at June
30, 2000 $ 198,000 $ 182,372 $ 16,889 $ (186,355) $210,906
Al | onance for
doubt f ul
accounts $ 105,222 $ 502,301 $ -- $ (37,812) $569,711
I nventory
reserve 105, 684 -- 233,874 (27,099) 312, 459
Total at June
30, 2001 $ 210,906 $ 502,301 $ 233,874 $ (64,911) $882,170
Al | owance for
doubt f ul
account s $ 569,711 $ 137,053 $ -- $ (413,764) $293,000
I nventory
reserve 312, 459 -- 31, 253 (4,712) 339, 000
Total at June
30, 2002 $ 882,170 $ 137,053 $ 31,253 $ (418,476) $632,000
48
S| GNATURES

Pursuant to the requirenents of Section 13 or 15(d) of the Securities Act
of 1934, the registrant has duly caused this report to be signed on its
behal f by the undersigned thereunto duly authorized.

COLLECTORS UNI VERSE, | NC

Dat e: Sept enber 27, 2002 By: /sl M CHAEL J.
LEW S

Chi ef Financial Oficer
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POAER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature
appears bel ow constitutes and appoi nts Roger W Johnson and M chael J.
Lewis, jointly and severally, his or her respective attorneys-in-fact, each
with the power of substitution, for each other in any and all capaciti es,
to sign any anendnents to this Report on Form 10-K, and to file the sane,
with exhibits thereto and other documents in connection therewith, with the
Securities and Exchange Commi ssion, hereby ratifying and confirmng all

that each of said attorneys-in-fact, or his or her respective substitute or
substitutes, may do or cause to be done by virtue hereof.

Pursuant to the requirenents of the Securities Exchange Act of 1934, this

report has been signed by the follow ng persons on behalf of the Registrant
and in the capacities and on the dates indicated.

Si gnature Title Dat e
/sl JAMES H. Chai rman/ Di r ect or Sept ember 27, 2002
O NEAL

James H O Neal

/sl ROGER W Chi ef Executive O ficer Sept enber 27, 2002
JOHNSON

Roger W Johnson

/sl/ DAVI D G Presi dent and Director Sept enber 27, 2002
HALL

David G Hall

/sl M CHAEL J. Chi ef Financial Oficer Sept ember 27, 2002
LEW S (Principal Financial and
-------------------------- Princi pal Accounting

M chael J. Lew s Oficer)

/sl Q DAVID Di rector Sept enber 27, 2002
BOVERS

Q David Bowers

/sl/ BEN A Director/ Secretary Sept enber 27, 2002
FRYDVAN

Ben A Frydman

/sl VAN D. Director Sept enber 27, 2002
SI MMONS

Van D. Si mons

/sl A. CLI NTON Di rector Sept enber 27, 2002
ALLEN

A. Cinton Alen
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CERTI FI CATI ONS OF CHI EF EXECUTI VE OFFI CER
UNDER
SECTI ON 302 OF THE SARBANES- OXLEY ACT

I, Roger W Johnson, Chief Executive Oficer of Collectors Universe, Inc.
certify that:

1. | have reviewed this annual report on Form 10-K of Collectors
Uni verse, Inc.

2. Based on ny know edge, this annual report does not contain any
untrue statenent of a material fact or omit to state a material fact
necessary to nake the statenents made, in light of the circunstances
under which such statenents were nade, not m sleading with respect
to the period covered by this annual report;

3. Based on ny know edge, the financial statenents, and other financia
information included in this annual report, fairly present in al
material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented
in this annual report.

Date: Septenber 27, 2002

/sl ROGER W
JOHNSON

Roger W Johnson
Chi ef Executive Oficer
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CERTI FI CATI ONS OF CHI EF FI NANCI AL OFFI CER
UNDER
SECTI ON 302 OF THE SARBANES- OXLEY ACT

I, Mchael J. Lewis, Chief Financial Oficer of Collectors Universe, Inc.,
certify that:

1. | have reviewed this annual report on Form 10-K of Collectors
Uni verse, Inc.;

2. Based on ny know edge, this annual report does not contain any
untrue statement of a material fact or omit to state a material fact
necessary to nake the statements made, in light of the circunstances
under which such statenents were nade, not msleading with respect
to the period covered by this annual report;

3. Based on ny know edge, the financial statenents, and other financial
information included in this annual report, fairly present in all
material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented
in this annual report.

Date: Septenber 27, 2002

/sl M CHAEL J.
LEW S

M chael J. Lew s
Chi ef Financial Oficer

| NDEX TO EXHI BI TS

Exhi bi t
No. Descri ption
1.1 Form of Underwriting Agreenent.*
3.2 Form of Amended and Restated Certificate of Incorporation of
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Col l ectors Universe, as currently in effect.*

3.3 Amended and Restated Byl aws of Collectors Universe, as adopted
Septenber 1, 1999.*
4.1 Regi stration Ri ghts Agreenent.*
4.2 Form of Registration Rights Agreenment for Stockhol ders pursuant
to private placenent.*
5.1 Opi nion of Stradling Yocca Carl son & Rauth, a Professiona
Cor poration. *
10.1 Col  ectors Universe 1999 Stock Incentive Plan.*
10. 2 Form of Stock Option Agreenent for the Collectors Universe 1999
Pl an. *
10.4 PCGS 1999 Stock Incentive Plan.*
10.5 Form of Stock Option Agreenent for the PCGS 1999 Pl an.*
10.6 Enpl oyee Stock Purchase Pl an.*
10.7 Form of indemification Agreenent.*
10. 8 Asset Acquisition Agreement dated January 25,1999 between
Prof essional Coin Grading Service, Inc., Info Exchange, Inc. and
Brent Cutekunst.*
10.9 Col I ectors Universe/ eBay Miutual Services Term Sheet dated
February 10, 1999, between the Conpany and eBay, |nc.*
10. 10 Net Lease between Orix Searls Santa Ana Venture and Col |l ectors

Uni verse, dated June, 1999.*

10. 11 Agreenent for the Sale of Goods and Services dated March 31, 1999,
bet ween t he Conpany and DNA Technol ogi es, *

10. 12 Contribution and Acquisition Agreement dated February 3, 1999,
bet ween t he Conpany and Hugh Sconyers.*

10. 13 Contribution and Acquisition Agreenent dated February 3, 1999,
bet ween t he Company and BJ Searl s. *

10. 14 Contribution and Acquisition Agreenent dated February 3, 1999,
bet ween t he Conpany and Greg Bussi neau. *

10. 15 Contribution and Acquisition Agreement dated February 3, 1999,
bet ween t he Conpany and Lyn F. Kni ght Rare Coi ns*

10. 16 Contribution and Acquisition Agreenent dated February 3, 1999,
bet ween t he Conpany, Ki ngswood Coin Auction, LLC and the Menbers
of Ki ngswood. *

10. 17 Contribution and Acquisition Agreenent dated February 3, 1999,
bet ween t he Conpany and Prof essional Coin G ading Service, Inc.*

10. 18 Enpl oynent Agreenment dated March 1999, between Superi or
Sportscard Auctions, LLC and Greg Bussineau. *

10. 19 Enpl oyment Agreenment dated March 5,1999, between Lyn F. Knight,
Lyn Kni ght Currency Auctions, Inc. and Col |l ectors Universe.*

10. 24 Asset Purchase Agreenents between Col |l ectors Universe, Inc. and
Auctions by Bowers and Merena, Inc., Bowers and Merena Gall eri es,
Inc. and Bowers and Merena Research, Inc. (lncorporated by
reference to Exhibit 10-1 to Registrant's Current Report on Form
8-K, dated March 21, 2000).*

21.1 Subsi di ari es of the Conpany.

23.1 Consent of | ndependent Auditors.

99.1 CEO Certifications under Section 906 of the Sarbanes- Oxl ey Act
99.2 CFO Certifications under Section 906 of the Sarbanes-Oxl ey Act

* Incorporated by reference to the same nunbered exhibit to the Company's
Regi stration Statenent (No. 333-86449) on FormS-1 filed with the
Conmi ssi on on Septenber 2, 1999.
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EXHBIT 21.1
SUBSI DI ARI ES
OF THE
COVPANY
State of Col | ectors Universe
Nane I ncor poration/ Organi zation Owner shi p Percent age
Lyn Kni ght
Currency Aucti on,
I nc. Del awar e 100%

This document is compiled by Thomson Financial 68



COLLECTORS UNIVERSE INC - 10-K Filing Date: 06/30/02

EXHI BIT 23.1
| NDEPENDENT AUDI TORS' CONSENT

To the Stockhol ders and Board of Directors of
Col | ectors Universe, Inc.

We consent to the incorporation by reference in Registration Statenents No.
333-85962, No. 333-34554, No. 333-34556 and No. 333-34558 of Collectors
Uni verse, Inc. on Form S-8 of our report dated August 26, 2002, except for
paragraph 5 of Note 12, as to which the date is Septenber 10, 2002,
appearing in this Annual Report on Form 10-K of Collectors Universe, Inc.
for the year ended June 30, 2002.

DELO TTE & TOUCHE LLP

Costa Mesa, California
Sept enber 27, 2002
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Exhi bit 99.1
CERTI FI CATI ON OF PERI CDI C REPCORT

I, Roger W Johnson, Chief Executive Oficer of Collectors Universe, Inc.

(the "Company"), certify, pursuant to Section 906 of the Sarbanes-Oxl ey Act
of 2002, 18 U.S.C. Sections 1350, that:

(1) the Annual Report on Form 10-K of the Company for the fiscal year
ended June 30, 2002 (the "Annual Report") fully conplies with the
requi rements of Section 13(a) or 15(d) of the Securities Exchange
Act of 1934 (15 U.S.C. 78mor 780(d)); and

(2) the information contained in the Annual Report fairly presents, in
all material respects, the financial condition and results of
operations for the Conpany.

Sept enber 27, 2002

/ s/ ROGER W
JOHNSON

Roger W Johnson

Chi ef Executive Oficer
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Exhi bit 99.2
CERTI FI CATI ON OF PERI CDI C REPCRT

I, Mchael J. Lewis, Chief Financial Oficer of Collectors Universe, Inc.

(the "Conmpany"), certify, pursuant to Section 906 of the Sarbanes- Oxl ey Act
of 2002, 18 U.S.C. Sections 1350, that:

(1) the Annual Report on Form 10-K of the Conpany for the fiscal year
ended June 30, 2002 (the "Annual Report") fully conplies with the
requi rements of Section 13(a) or 15(d) of the Securities Exchange
Act of 1934 (15 U.S.C. 78mor 780(d)); and

(2) the information contained in the Annual Report fairly presents, in
all material respects, the financial condition and results of
operations for the Conpany.

Sept ember 27, 2002

/sl M CHAEL J.

LEW S

M chael J. Lew s

Chi ef Financial Oficer

This document is compiled by Thomson Financial 71



	Document
	Base
	Cover Page
	Table of Contents
	Business
	Properties
	Legal Proceedings
	Submission to a Vote
	Market for Common Equity
	Selected Financial Data
	Management Discussion
	Financial Stmnts/Suppl Data
	Financial Statements
	Report of Auditors
	Balance Sheet
	Income Statement
	Shareholders Equity
	Cashflow Statement
	Financial Footnotes


	Changes in Accounting
	Directors and Executive Officers
	Executive Compensation
	Security Ownership
	Related Transactions
	Exhibits and Reports
	Signatures

	Exhibits
	Exhibit Index
	Subsidiaries 21.1 
	Consents : Experts/Counsel 23.1 
	Additional Exhibits 99.1 
	Additional Exhibits 99.2 



