




March 24, 2003

Dear Stockholders:

In December 2002, I led an investor group that acquired 58% of NutriSystem. We were attracted to the business because it is a
profitable, 30 year-old brand that delivers high quality products and services directly to a loyal customer base. After three months as
the Chief Executive Officer and a major shareholder, I can say I’m pleased to be here.

Last year, NutriSystem delivered strong financial results. Operating income from continuing operations increased to $2.4 million
in 2002, up from $0.3 million in 2001. Net income per diluted share was $0.09 in 2002 and $0.04 in 2001. Revenues last year were
$27.6 million, up 16% from $23.8 million in 2001.

Last year two factors contributed to NutriSystem’s improved financial performance: a $4.7 million increase in sales to QVC, and
a 61% drop in advertising and marketing expense versus 2001.

Behind the financial results are operational metrics for the direct-to-consumer channel that clarify the opportunities and
challenges we have going forward. Last year, we increased revenue per new customer by 29%, to $408, a positive signal that our
customers value our products and services. However, the number of new customers on our program declined by 34% to 27,783. This
decline in new customers can be attributed to the significant drop in advertising and marketing dollars spent in 2002.

Our focus in the coming year will be in four areas:

Š Innovation: NutriSystem will launch new products on a regular basis that meet the needs of today’s dieters.
Š New customer growth: We will continue to test and refine marketing programs that allow us to profitably grow our

customer base.
Š Customer retention: Our daily obsession is, and will continue to be, our customer and having them achieve and maintain

their weight loss goals. We will develop new products and services, such as a stabilization and maintenance plans, that keep
customers on our program longer.

Š Talent: In any business, people are your most important assets. The management team and staff that built a profitable
direct-to-consumer business remain committed to the Company. We will selectively add to an already great team – not with
quantity, but with quality. In addition, we assembled a world class Board of Directors that is excited to help this Company
continue on its growth path.

We will use 2003 to test and innovate. The pillars for a great company are now being erected, and we expect to enter 2004 well-
positioned to revitalize the NutriSystem brand.

Michael J. Hagan
Chief Executive Officer
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