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operating income
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e operating cash flow

free cash flow improvement

shown in millions

$167

$41

($458)

year-over-year improvement in free cash flow
(operating cash flow less capital expenditures)
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NCR CORPORATION is a leading global technology company that
helps businesses build stronger relationships with their customers.
We have offices and distribution facilities in more than 100 countries
and territories to support our large and geographically diverse
customer base. NCR is the technology leader in enterprise data
warehousing. We are the best at integrating strategic, tactical and
event-driven decision-making into a single, centralized view of the
business through various customer contact channels. Additionally,
our automated teller machines (ATMs), Web-enabled kiosks, retail
self-checkout technology and point-of-sale (POS) workstations maximize
the value of customer interactions. Supported by global maintenance
and consulting services, NCR’s solutions provide our customers with

the competitive edge required to be successful today and in the future.

More than 100 years ago, John H. Patterson, NCR's founder, gained a worldwide reputation as a pioneer of advanced
sales techniques including the first use of sales quotas. Our sales force is just as critical to our success today as it was
then. Pictured above and on the cover are NCR salespeople who were recognized for their successes in 2002 through
attaining Century Point Club (CPC) status, which honors salespeople who have achieved 100 percent of their sales-order
quota. Additionally, some of those pictured were also named Chairman’s Award Winners.
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DEAR FELLOW SHAREHOLDER:

There is no question that 2002
was a challenging year for
everyone, including NCR. Clearly,
we were disappointed with the
company'’s overall performance
for the year. Strong performances
in Teradata® Data Warehousing
and Financial Self Service were
offset by softness in our Retail
Store Automation and Customer
Services business segments.

Teradata Data Warehousing
outpaced its industry in terms
of revenue growth and gained
market share in 2002. We
added approximately 100 new
customers during the year,
increasing the annuity-like
revenue stream created as
existing customers upgrade their
data warehouses. Additionally,
we further extended our
technological lead over data
warehouse products in the
marketplace with the release
of Teradata Warehouse 7.0.

In 2002, this business generated
a significant annual operating
profit. We made the right

decision when we chose to
cultivate and support this
business through investment
in research and development,
as well as in the sales and
professional services organi-
zations. We're very pleased
with the consistent execution
of this business plan over the
past several years.

Despite continued margin
pressures in Europe, Financial
Self Service delivered a solid
performance and gained

market share, remaining the
ATM market leader for the
sixteenth consecutive year.

This performance was driven by
strong growth in the Asia-Pacific
region, primarily in China and
India. The strategic decisions we
made to invest in manufacturing
facilities, distribution channels
and ATM management centers
are now delivering results and
supporting our growth in these
markets. The Asia-Pacific region
has become a major contributor
of revenue to our Financial Self
Service business.

Our Systemedia and Payment
and Imaging businesses

also performed well in 2002.
Systemedia achieved revenue
growth and improved
profitability by changing its
product mix and reducing costs
in manufacturing and supply-
line management. We also saw
improved profitability in our
Payment and Imaging business
as a result of product cost
reductions and a streamlined
expense structure, which offset
a revenue decline largely due to
the sale of our item-processing
outsourcing business at the
end of 2001.

In Retail Store Automation, we
saw sizeable revenue declines
as retailers continued to limit
capital spending. This decline,
combined with competitive
pricing pressure and excess cost
in our supply chain, hindered our
ability to improve our operating
performance in this business.
However, key wins in the
second half of the year provide
good momentum for 2003.

ncr
2002



ncr
2002

With unmatched retail industry
experience and the broadest
portfolio of products and services,
we plan to continue to build and
strengthen our market position
while aggressively managing costs.

In the Customer Services
segment, we made solid progress
reducing costs in this high fixed-
cost business. However, this was
offset by pricing pressure and
lower overall revenue, as well as
declining revenue from higher-
margin maintenance contracts
associated with businesses NCR
exited in the 1990s. We are

very focused on capturing every
maintenance dollar associated
with NCR’s core products and
saw meaningful growth in this
space in Financial Self Service
and Retail Store Automation in
2002. We also are seeing signs
of increased demand for our
managed services—the manage-
ment and operational support

of a customer’s information
technology (IT) infrastructure.

Going forward, we are focused
on accelerating the improvement
in the operating results of our
Financial Self Service, Retail
Store Automation and Customer
Services businesses in order

to enhance the profitability of
NCR as a whole. Within these
businesses we believe there

is tremendous opportunity to
take market share, drive higher
gross margins and aggressively
manage expenses through
improved process control.

Over the last several months,
we have gained significant
momentum toward capitalizing
on these opportunities.

Additionally, we are simplifying
both our front- and back-end
processes and streamlining

our support structure to further
drive cost and expense out of
our businesses. A few years ago,
we made a strategic decision to
adopt a global business model.
We eliminated the country-centric
model that had been in place

for over 100 years and replaced
it with a global business-unit
structure. The move to global
processes has taken more time.

Over the past two years, we have
taken cost and expense out of our
company, but we can do more.

For example, in Retail Store
Automation and Financial Self
Service we are working to lower
the cost of our supply chain
and improve time to market.
We believe we can shorten the
time from order to installation
by reducing the number of times
we move or handle components
and products. This will decrease
our inventory, handling, freight
and warehousing costs.

In Customer Services, we

are consolidating call centers,
standardizing our replacement
parts distribution model and
simplifying service offers in
our continuing effort to lower
the costs of delivering main-
tenance and related services.
Concurrently, we are deploying
a new productivity model for
the scheduling and dispatching
of our customer engineers.

And in order to improve efficiency
and streamline back-office
processes, we are migrating

to a new enterprise resource
planning (ERP) system. This

will further leverage our internal
enterprise data warehouse and
related software applications
and enforce strict discipline
around global, standardized
applications. Implementation in
the Asia-Pacific region is already
complete and we will add the
Americas region by mid-2003,
finishing the global deployment
in early 2004.

A simplified, rationalized cost
structure will allow us to compete
more effectively in the market-
place. But given current economic
conditions, we are not counting
on market improvement or
expecting any increase in IT
capital spending in 2003. For
that reason, we are assuming

no overall revenue growth.
Nonetheless, even with flat
revenue, we expect to deliver
improved operating performance
in 2003 as we reduce our cost
and expense structures and
simplify processes.

We will keep driving for
significant, continuous
improvement, positioning NCR
for long-term success while
generating near-term results,
particularly in the areas of
revenue growth and product
cost and infrastructure expense
reductions. And we expect

to continue to improve cash
flow and preserve our strong
cash position.

The entire company is aligned
around delivering the best value
proposition to our customers,
building the best sales organi-
zation and providing the best
service in the marketplace. We
recognize that we must excel in
these areas in order to unlock
NCR'’s future growth potential,
and we are removing every
distraction possible that takes
resources and energy away
from this goal.

We believe that the products and
solutions delivered by our R&D
organizations are the best we've
had in years. We have market-
leading technologies that deliver
tangible value. We have great
people who are passionate about
the customer and obsessed with
winning against competition.
We are convinced that our efforts
will ensure we deliver solid
operating performance to our
shareholders, and we will be
relentless in this pursuit.

Sincerely,

o

Lars Nyberg
Chairman of the Board

7y

Mark Hurd
President and
Chief Executive Officer



NCR is uniquely positioned to deliver COMPLETE SOLUTIONS - hardware,

software, global support and consulting services, and business

ncr

consumables—that address critical strategic and operational issues for 2002

both the development and management of business relationships.

Teradata Data Warehousing
outpaced the industry in 2002
with revenue growth of 7 percent,
including 17 percent growth in
maintenance revenue. Profitability
improved by $165 million year-
over-year, marking the first year the
Teradata solution has generated
operating profit. Companies are
continuing to install and upgrade
enterprise-wide data warehouses
due to their strategic nature and
the significant cost savings versus
utilizing a data-mart approach.

In addition to a dozen awards won

in partnership with its customers

in 2002, NCR'’s Teradata Division was
selected by Intelligent Enterprise
Magazine via its Editor’s Choice
Awards as the most influential
technology provider for its leadership
in enabling the “intelligent enterprise.”
This award focused on the strength
of Teradata’s latest data warehouse
solution: Teradata Warehouse 7.0.

However, the best endorsement

of Teradata data warehousing’s
business value comes from the
companies who invest in Teradata
technology. For each of the past
three years, we have added
approximately 100 new customers,
with virtually no customer churn,
creating an increasing annuity-like
revenue stream as existing customers
continue to upgrade their data
warehouses. New customers who
chose to implement a Teradata

data warehouse in 2002 included:
Capital One, Vodafone, Salk Institute
of Biological Studies, Shaw'’s
Supermarkets, London Stock
Exchange, Taiwan Semiconductor

Manufacturing Company, Blue
Cross/Blue Shield of North Carolina,
Fleming Foods and the U.S. Defense
Information Systems Agency,
among others.

The Teradata data warehouse
platform is the acknowledged
performance standard, set apart
from the competition by superior
technology that delivers significant
business value. For the fourth con-
secutive time, technology industry
consultant Gartner recognized the
Teradata database as best-in-class
for data warehousing in its 2002
“Application Server Evaluation Model
Report.”" Additionally, the release
of Teradata Warehouse 7.0 further
extends our technological lead over
other data warehouse products

in the marketplace by delivering an
unmatched data warehousing value
proposition with new features that
advance active data warehousing,
allowing “right-time” analytics and
decision support across the enterprise.

NCR'’s Financial Self Service division
remained the ATM global market
leader for the sixteenth consecutive
year, driven by strong growth in the
Asia-Pacific region, primarily in China
and India. Production at our Beijing
plant is up significantly, driven by
strong demand in the region. In 2002,
we won more than 60 percent of

the total “Central Buy” in China. To
support growth in India, NCR expects
to develop an ATM manufacturing
facility in 2003, and has already
opened an ATM channel management
center. This channel management
facility, the first of its kind in Asia,
utilizes computerized tools and 24/7

operations to support a full range
of financial self-service solutions

and ATM network management. NCR

now offers regional manufacturing,
delivery and services capabilities.

In the more mature North American
and European markets, our Financial
Self Service business is poised

to take advantage of the advanced-
function ATM and convenience
banking expansion. ATMs are an
underutilized channel as they can
facilitate more advanced functions

TERADATA DATA WAREHOUSING

than just dispensing cash, such as
the automation of check cashing
and envelope-free cash and check
deposits. In the area of deposit
automation, NCR has more than
50 customers around the world,
some of whom have already
achieved per-transaction cost
reductions of 30-75 percent.

In July of 2002, 7-Eleven, the largest
chain in the convenience retailing
industry, contracted with NCR to
deploy and support self-service
virtual commerce (Vcom) kiosks

in 1,000 of its stores. 7-Eleven
recognized NCR as the only industry
player with a total solution,

' Gartner “IBM’s Regatta Still Lags NCR Teradata in Data Warehousing,” A. Butler and K. Strange, September 17, 2002.
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comprising both ATM hardware and
browser-based APTRA™ software.
Worldwide, NCR is currently leading
over 100 APTRA projects, and
financial institutions such as Bank
One, Halifax Bank of Scotland and
Fleet are also moving to NCR's
APTRA open-software environment.
APTRA Edge is an open, Windows-
based, vendor-independent software.
It reduces development and oper-
ating costs and provides a platform
to generate revenue by enabling
ATMs to behave and be controlled
in the same way as other modern,
Web-based channels.

Our financial self-service value
proposition is based on: quality
ATM products that provide a broad
array of functionality; leadership

in multivendor software; and best-in-
class project management services,
all delivered at an attractive cost

of ownership. The initiatives we
began in 2002 will improve the
profitability of this business as we
leverage regional manufacturing
capabilities with lower-cost, higher-
margin products.

FINANCIAL SELF SERVICE

Our Retail Store Automation
business was particularly affected
by the challenging economy.
Despite continuing capital-spending
limitations in the retail industry, we
have seen early signs of increased
investment in NCR'’s innovative
technology, the best product line

we have offered in a number of
years. Newly redesigned to provide
increased functionality and flexibility
at a lower total cost of ownership,
our portfolio of POS terminals,
scanners and self-checkout solutions
offer greater value to the retailer.

We began the installation of our new
generation NCR RealPOS™ terminals
throughout The Home Depot’s 1,400

U.S. stores in the fourth quarter of
2002, with a targeted completion in
mid-2003. These new systems are
also being deployed by international
customers such as Korean retailer
Lotte Mart and ColesMyer in Australia.

The Home Depot also selected NCR
as its self-checkout provider, and we
have begun to install self-checkout
systems in approximately 800 of its
higher-volume U.S. and Canadian
locations. Redesigned in 2002 to
incorporate improved functionality,
greater modularity and superior
flexibility, NCR FastLane™ is gaining
adoption among retailers outside
the United States as well, including
Marks & Spencer in the UK,
Superquinn in Ireland, Finiper

in Italy and Big W in Australia.

Additionally, our NCR RealPrice™
electronic shelf label (ESL) solution
is being piloted by more than

25 retailers including Safeway UK,
which is installing ESLs in 50
stores. At the end of 2002, NCR
had installed about two million

ESL tags worldwide.

RETAIL STORE AUTOMATION

In the case of traditional POS
terminals and scanners, our major
competitors have also experienced
market softness. We believe that

NCR continues to maintain its market
position and is poised to strengthen
that position through technology
leadership. Although the current
capital-spending environment has
inhibited growth in newer solution
sales, sizeable wins in the second
half of 2002 should lead to revenue
growth and market-share gains in
2003. With our new product lines and
software offerings, we are even more
competitive in the marketplace and
attractive to the numerous retailers
expected to refresh their technology
in the next few years.

The Systemedia division achieved
both revenue growth and profitability
improvement through its move from
traditional commoditized products
toward products that offer higher
margins and better opportunity for
revenue growth. As evidence of this
success, NCR’s Systemedia division
was named “Vendor of the Year”

by Office Depot in 2002.

Although we are targeting new
distribution channels, such as
retailers, we continue to focus on
increasing our capture rate of NCR’s
solution customers. About 14 percent
of the total spend over the life of

an ATM or a POS terminal is for
business consumables such as paper
rolls and ink cartridges. Systemedia’s
consumables, when used in an

NCR product, increase equipment
uptime and reduce service call

rates due to fewer paper-related
problems, providing financial benefit
to both our customers and NCR.

We are working to make it easier for

our customers to order their business
consumables from us and increase

SYSTEMEDIA

their awareness of the benefits of
using NCR specialty media products.
As an example, Systemedia’s
TeleWeb program, a telephone-

and Internet-based sales model, has
substantially reduced selling and
marketing expenses while providing
improved customer service.

We also are working to improve
operating margins in this business
through cost-reduction initiatives in
our manufacturing and supply-line
management areas, as well as
producing a number of product lines
in-house that we have outsourced

in the past.



The Payment and Imaging business
improved profitability through
product cost reductions and a
streamlined expense structure,
which offset revenue declines
primarily resulting from the sale of
our item-processing outsourcing
business in the fourth quarter of
2001. This business is shifting from
traditional paper-based item
processing to image processing,
which is the use of a machine-
readable electronic image of an

item such as a check. As demand

for paper-based item processing

is expected to decline, our focus

in this area is on product cost
leadership and operational efficiency
to improve profitability. In imaging,
we see growth in providing end-to-
end solutions to the market including
the capture, archiving and exchange
of check images. NCR has the largest
share in this targeted market, and
we expect to grow faster than the
market, primarily due to taking
share in the item-processing space
and from expected growth in
imaging solutions.

PAYMENT AND IMAGING

“The Check Truncation Act for the
21st Century,” or “Check 21" as it
has been called, may provide an
area of tremendous opportunity for
NCR. This proposed legislation,
would allow a bank to scan the
image of a check, essentially turning
it into an electronic check image at
the point of presentment. If passed,
this legislation should improve the
efficiency of the payments system by
enabling banks to expand the use of
electronic images in the collection,
clearing and return of checks, and
reducing the reliance on expensive
air and ground courier services to
move physical paper checks through
the banking system. It is estimated
that the annual benefit to the

industry would range from $2 billion
to $3 billion in expense reductions,
earlier funds availability and fraud
reduction.

About half of the top U.S. banks,
representing more than 50 percent
of U.S. check volume, are already
preparing to seize this opportunity
through the formation of a consor-
tium to pilot check-image exchange
beginning in the first quarter of
2004. This consortium, along with
the passage of Check 21, should
provide NCR with increased
opportunities to sell our imaging
and distributed-capture solutions
to assist banks in reducing their
operating costs, improve their
customer service and drive revenue-
generating opportunities through
increased check-image services.

Our Customer Services division
directly provides businesses around
the world with traditional hardware
and software implementation and
maintenance support services, as
well as expanded service offerings.
We provide these services to support

CUSTOMER SERVICES

NCR solutions, such as Financial
Self Service and Retail Store
Automation, as well as competitors’
products. We also partner with
technology, networking and systems
suppliers, such as Dell Computer,
Cisco Systems, Sun Microsystems
and others, to provide services.

The division's year-over-year decrease
in revenue reflected declining file
value from exited businesses and
market weakness that affected overall
company revenues and resulted in

a decline of service revenue from
new NCR solution sales. Additionally,
softness in the third-party contracts
market led to a decrease in revenue
from the maintenance of third-party

products. These revenue declines,

combined with pricing pressure,

offset cost reductions and drove

lower year-over-year operating

margins. However, we achieved ncr
meaningful maintenance revenue 2002
growth in the Financial Self Service 6
and Retail Store Automation

solutions. Also, in the second half

of 2002, demand for managed

services increased. Through this

program, NCR dedicates resources

to managing and supporting a

customer’s IT infrastructure and

provides the intelligence customers

require for improving efficiencies

and reducing cost and risk.

In 2003, we are driving future
revenue growth in managed services
and our core solution maintenance
offerings. We plan to increase our
maintenance capture rate of both
NCR and competitor ATMs and POS
products, and win incremental
maintenance business in high-
availability services. We have seen
initial improvement in the
effectiveness of NCR's sales efforts
due to the integration of maintenance
service sales into each of our
business units, and we expect
additional success. We are continuing
to implement customer profitability
initiatives at the account level and
streamline our order and invoice
processing in order to reduce
infrastructure costs and expense.
Additionally, we are improving

our service value proposition
through driving the standardization
of our service offerings and delivery
capabilities, including remote
diagnostics and incident resolution.
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management’s discussion and analysis of financial condition and results of operations

overview

We provide the technology and services that help businesses interact, connect and relate with their
customers. Our market-leading Data Warehousing solutions transform information into knowledge,
permitting businesses to respond with programs designed to improve customer acquisition, retention

and profitability. Through our presence at customer interaction points, such as automated-teller machines
(ATMs), retail point-of-sale (POS) workstations, self-checkout systems, electronic shelf labels (ESLs), and
web-enabled kiosks, our Financial Self Service and Retail Store Automation solutions enable companies to
capture and process transaction-based information. Services are an essential component of each of our
complete offerings, and our Customer Services division is a global leader in information technology (IT)
and services delivery.

We provide specific solutions for the retail and financial industries, and through our Data Warehousing and
Customer Services businesses, we provide solutions for industries including telecommunications,
transportation, insurance, utilities and electronic commerce, as well as consumer goods manufacturers
and government entities. Our solutions are built on a foundation of long-established industry knowledge
and consulting expertise, hardware technology, value-adding software, global customer support services,
and a complete line of business consumables and specialty media products.

Our key solutions are categorized as Data Warehousing, Financial Self Service, Retail Store Automation
and Customer Services, each of which is a reportable operating segment. In addition, our Systemedia

and Payment and Imaging solutions are reportable segments. A seventh segment, Other, primarily relates
to third-party computer hardware and related professional and installation services in our high availability
and networking services businesses and to a business in Japan that is not aligned with our other
segments. Our segments are comprised of hardware, software, professional and installation-related
services and customer support services.

We deliver our solutions to customers on a global basis, and categorize our results in four regions:
the Americas, Europe/Middle East/Africa (EMEA), Japan and Asia/Pacific excluding Japan (Asia/Pacific).

results of operations

20021 20012 20003
In millions
Consolidated revenue $ 5,585 $ 5,917 $ 5,959
Consolidated gross margin 1,587 1,794 1,867
Consolidated operating expenses:
Selling, general and administrative expenses 1,166 1,315 1,329
Research and development expenses 232 293 333
Total consolidated income from operations $ 189 $ 186 $ 205

Income from operations for 2002 includes real estate consolidation and restructuring charges of $16 million and asset impairment

charges of $5 million.

Income from operations for 2001 includes a $39 million provision for uncollectible loans and receivables related to Credit Card Center (CCC),
$9 million of integration costs related to acquisitions and $67 million of goodwill amortization.

Income from operations for 2000 includes $38 million for restructuring and other related charges, $25 million for in-process R&D
charges related to acquisitions, $2 million for integration costs related to acquisitions and $33 million of goodwill amortization.

Total revenue decreased 6% in 2002 versus the prior year. When adjusted for the impact of foreign
currency fluctuations, revenue declined 7%. The revenue decline in 2002 was primarily attributed to lower
revenue from exited businesses and the impact of depressed IT capital spending. This adverse capital
spending environment impacted our Customer Services and Retail Store Automation businesses while
weakness in the European economy and lower upgrade activity following the Euro conversion on January
1, 2002, specifically affected our Financial Self Service solutions. These declines were partially offset by
improved performance from Data Warehousing in the Americas and EMEA regions, as well as the
continued success of Financial Self Service in the Asia/Pacific region. Total revenue declines in 2002 of 8%
in the Americas region, 7% in the EMEA region and 4% in Japan were partially offset by growth in the
Asia/Pacific region of 6%. Adjusted for the impact of foreign currency fluctuations, 2002 revenues declined
11% in the EMEA region and 2% in Japan, contrasted to a 4% increase in the Asia/Pacific region.

Total operating income was $189 million in 2002 versus operating income of $186 million and $205 million
in 2001 and 2000, respectively. In 2002, total operating income included $5 million of asset impairment
charges and $16 million of real estate consolidation and restructuring charges. Excluding the impact of
prior year goodwill amortization of $67 million, total operating income decreased $64 million. This decline
was mainly due to lower revenue relating to exited businesses, margin erosion due to competitive
pressure, lower product revenue and the impact of pension and postemployment changes.



In 2001, total revenue decreased 1% compared to 2000, but increased 2% when adjusted for the impact ncr
of foreign currency fluctuations. Revenues reflected declines from exited businesses and the impact of the 2002
slow United States (U.S.) economy on capital spending, offset by the strength of our Financial Self Service
solutions in the expanding Asia/Pacific marketplace and the EMEA region, specifically due to higher sales
and upgrades relating to the conversion to the Euro currency. Total revenue declines in 2001 of 4% in the
Americas region and 12% in Japan were partially offset by growth in the EMEA and Asia/Pacific regions of
6% and 9%, respectively. Adjusted for the impact of foreign currency fluctuations, 2001 revenues increased
9% in the EMEA region and 16% in the Asia/Pacific region, contrasted to a 1% decline in Japan.

In 2001, total operating income included a $39 million provision for uncollectible loans and receivables
related to Credit Card Center (CCC), $9 million of acquisition-related integration charges and $67 million
of goodwill amortization. In addition to these expenses, the decline in total operating income in 2001
reflected a lower mix of higher-margin product revenues versus services revenue and lower customer
services margin as a percentage of revenue, partially offset by a reduction in operating expenses.

revenue and operating margin by segment

For purposes of discussing our operating results by segment, we exclude the impact of certain items
from operating income, consistent with the manner by which we manage each segment and report our
operating segment results under Statement of Financial Accounting Standards No. 131 (SFAS 131),
“Disclosures about Segments of an Enterprise and Related Information.” Although such exclusions result
in financial information that differs from generally accepted accounting principles (GAAP) in the United
States, it is useful to investors because it includes the same information that is used by our management
to assess our overall financial performance and the financial performance of our operating segments.
Moreover, this non-GAAP information excludes items that reflect management decisions made for the
long-term benefit of our company overall, but which may have a disproportional impact, either positively
or negatively, within the reporting period, or exclude events that occur infrequently and therefore do

not reflect ongoing operational performance within the period. The effects of pension income, goodwill
amortization, and other special items as described in Note 12 of Notes to Consolidated Financial Statements
have been excluded from the operating income for each reporting segment presented and discussed
below. Our segment results are reconciled to total company GAAP results in Note 12 of Notes to
Consolidated Financial Statements.

Data Warehousing provides the market-leading Teradata data warehousing database software, hardware
platform and related services that enable companies to gain a competitive advantage by more quickly and
efficiently analyzing customer behavior and other business information and then delivering that business
intelligence to the company’s decision-makers. Combining computer hardware, software, professional
consulting services, customer support services and third-party software from leading technology firms,
our Data Warehousing solutions are designed to enable businesses, across multiple industries, to quickly
leverage detailed data into actionable opportunities.

The following table presents Data Warehousing (including hardware and software maintenance) revenue
and total operating income (loss) for the years ended December 31:

2002 2001 2000
In millions
Data Warehousing revenue $ 1,226 $ 1,149 $ 1,134
Data Warehousing operating income (loss) $ 112 $ (63) $ (60)

Data Warehousing revenue increased 7% in 2002 compared to 2001, outpacing the industry despite the
challenging economic environment. During 2002, Data Warehousing increased product revenues as a
result of existing customers upgrading their data warehouses and the addition of approximately 100 new
customers. Data Warehousing generated significant year-over-year growth in the insurance, communications,
government and retail sectors. In addition, hardware and software maintenance revenue increased as a
result of growth in our installed customer base. Data Warehousing solutions experienced revenue growth
in the Americas and EMEA regions, partially offset by declines in the Asia/Pacific region and Japan.
Operating income improved to $112 million in 2002, compared to an operating loss of $53 million in 2001,
primarily attributed to reductions in costs and expenses not aligned to demand-creation activities, as well
as higher product and maintenance revenues.

In 2001, revenue increased 1% despite a challenging economic environment compared to 2000. This increase
was primarily attributable to an increase in hardware and software maintenance revenue as a result of
growth in our installed customer base. The 2001 operating loss improved by $7 million from 2000 due
to a lower expense structure which was partially offset by a lower mix of higher-margin hardware and
software products, versus lower-margin professional services.
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We expect continued revenue growth in 2003 driven by the ability of our Teradata business to grow
market share despite the depressed IT capital spending environment. We anticipate that our maintenance
revenue will continue to grow as a result of growth in our installed customer base. This expected growth,
when combined with our continued focus on cost and expense management, should result in improved
operating profitability for Teradata Data Warehousing in 2003.

Financial Self Service provides ATMs and related software, including our APTRA operating system
software, to banks, credit unions and retailers. Our market-leading value proposition is based on our high-
quality ATM product family which provides a broad array of functionality, our leadership position in
multi-vendor software, and our best-in-class project management services, all delivered at an attractive cost
of ownership. Our Financial Self Service solutions are designed to quickly and reliably process high
volumes of consumer transactions and incorporate advanced features such as web enablement,
automated check cashing/deposit, automated cash deposit, bill payment and the dispensing of non-cash
items. Financial Self Service solutions enable businesses to reduce costs and generate new revenue
streams, as well as enhance customer loyalty.

The following table presents Financial Self Service revenue and total operating income for the years ended
December 31:

2002 2001 2000
In millions
Financial Self Service revenue $ 1,095 $ 1,114 $ 1,077
Financial Self Service operating income $ 115 $ 168 $ 143

Financial Self Service revenue decreased 2% in 2002 compared to 2001. The revenue decrease in 2002

was driven by a decline in the EMEA region, partially offset by increases in the Asia/Pacific and Americas
regions. The revenue decline in the EMEA region was attributed to economic weakness and competitive
pressure in Europe. Additionally, there were fewer upgrades and purchases of equipment in 2002 versus
higher levels of upgrades in 2001 as financial institutions prepared for the January 1, 2002 conversion to
the Euro currency. Growth in the Americas region was related to upgrades and purchases by top tier banks
and 7-Eleven’s purchase of our advanced function ATMs. Growth experienced in the Asia/Pacific region
was primarily driven by strong markets in China and India as an increasing number of financial institutions
in these countries are installing ATMs for the first time. The operating income decline in 2002 versus the
prior year was mainly due to lower product revenue and competitive pressure in Europe.

In 2001, revenues increased 3% compared to 2000. This increase was due largely to the growth in the
Asia/Pacific region, particularly in the emerging markets of India and China, and growth in Europe as banks
and financial institutions prepared for the January 1, 2002 conversion to the Euro currency. The operating
income increase in 2001 versus 2000 was due primarily to higher volume and lower expenses.

We will leverage our worldwide sales, service and manufacturing presence while we continue to focus on
expense management in our Financial Self Service segment in 2003. We will also drive expansion in

our business in the Asia/Pacific region as we increase production at our Beijing and India manufacturing
facilities. We expect flat revenue in 2003 as continued softness in the European market is expected to
offset growth in other regions.

Retail Store Automation provides retail-oriented technologies such as POS terminals, bar-code scanners
and software as well as innovative self-checkout systems and electronic shelf labels to retailers. Our retail
solutions are industry-tested and have proven their business value in the most extreme of retail environments
including high-volume food stores, general merchandisers and fast-food restaurants. Combining our retail
industry expertise, software and hardware technologies, and implementation and consulting services, our
Retail Store Automation solutions are designed to improve selling productivity and checkout processes,
and increase customer satisfaction for our retail customers.

The following table presents Retail Store Automation revenue and total operating (loss) income for the
years ended December 31:

2002 2001 2000
In millions
Retail Store Automation revenue $ 714 $ 834 $ 894
Retail Store Automation operating (loss) income $ (57) $ 10 $ 4

Retail Store Automation revenue decreased 14% in 2002 compared to 2001. The revenue decline was
primarily the result of decreased revenues in the Americas and Japan regions as retailers continue to
delay capital spending. The operating income decline in 2002 was predominately the result of lower
revenue, competitive pressures and transition costs relating to our supply chain.

In 2001, revenue decreased 7% compared to 2000 due largely to post Y2K and the continued constrained
capital spending of retailers. The improvement in operating income in 2001 was primarily the result
of lower cost and expense.



We expect to see revenue growth in 2003 driven by 2002 order activity which is likely to be partially ncr
offset by continued weakness in the retail marketplace. We should also begin to harvest our research and 2002
development investments as our product mix shifts to newer products and the industry prepares for a
long-overdue upgrade cycle. Streamlining and lowering the cost in our supply chain, as well as ongoing
expense management, will better position Retail Store Automation to improve profitability in 2003.
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Systemedia provides business consumables and products including paper rolls for ATMs and POS
workstations inkjet and laser printer supplies, thermal transfer ribbons, labels, ink ribbons, laser
documents, business forms and retail office products. Systemedia products are designed to reduce
paper-related failures in our ATMs and POS terminals and enable businesses to improve transaction
accuracy while reducing overall costs.

The following table presents Systemedia revenue and total operating income for the years ended
December 31:

2002 2001 2000
In millions

Systemedia revenue $ 518 $ 503 $ 502
Systemedia operating income $ 6 $ 1 $ 8

Systemedia revenues increased 3% in 2002 compared to 2001. In 2002, revenue increased in all regions
except the Asia/Pacific region. Operating income improved in 2002 versus the prior year predominately
due to cost reductions in manufacturing and supply-line management.

In 2001, revenue remained relatively flat compared to 2000. The growth experienced in the Americas
region was offset by declines in Japan and the EMEA and Asia/Pacific regions. Operating income declined
in 2001 primarily due to continued competitive pricing pressures impacting gross margin, offset partially
by lower operating expenses.

We expect revenue for Systemedia to be flat in 2003 compared to 2002. Growth driven by sales of retail
office products and increasing the capture rate of our ATM and POS customers 