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Management’s Discussion and Analysis of Financial Condition and Results of Operations 
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	 Long-Term Debt. Our total outstanding long-term debt, including current maturities, was approximately $1.4 billion at 

December 31, 2007, an increase of $769.3 million from December 31, 2006. This increase was primarily due to our debt-financed 

2007 Acquisitions. As of December 31, 2007, approximately 72% of our outstanding debt was subject to fixed interest rates. See 

the remainder of this Long-Term Debt section below and Notes 3 and 10 to the consolidated financial statements included in this 

Annual Report. As of March 14, 2008, we had approximately $80.5 million available under our revolving credit facility. 

	 Senior Unsecured Loan

	 On August 30, 2007, we borrowed $175.0 million under a new eight-year unsecured term loan facility, which we refer 

to as the Senior Unsecured Loan, with a group of lenders. Proceeds from the Senior Unsecured Loan along with borrowings 

from the $200.0 million six-year revolving credit facility, which we refer to as the Revolving Credit Facility, and available cash 

were used to fund the acquisition of Commercial Envelope, including retiring certain acquired debt, and to pay certain fees 

and expenses incurred in connection with the acquisition. The Senior Unsecured Loan has a floating interest rate based on the 

London Interbank Offered Rate, which we refer to as LIBOR, plus an interest rate margin, which was 4.5% on December 31, 

2007 making the interest rate on that date 9.3%. The interest rate margin increases 0.5% quarterly beginning January 2008 up to 

a maximum interest rate of 11.5%. The Senior Unsecured Loan provides for the conversion by the lenders into senior or senior 

subordinated exchange notes, which we refer to as the Exchange Notes, similar to the existing indenture relating to our $320.0 

million 77⁄8% senior subordinated notes due 2013, which we refer to as the 77⁄8% Notes, or a substantially similar indenture. If 

the Senior Unsecured Loan is converted, the Exchange Notes will bear a fixed rate of interest based on market conditions at 

the time of conversion. The Senior Unsecured Loan contains covenants, representations, and warranties substantially similar 

to our existing $925.0 million senior secured credit facilities, which we refer to as the Amended Credit Facilities, and includes 

provisions for an underwriting/purchase agreement and a registration rights agreement relating to the resale of the Exchange 

Notes. 

	 Term Loans 

	 On July 9, 2007, we increased our then outstanding balance of our seven-year term loan facility due 2013, which we refer 

to as the Term Loan C, and the delayed-draw term loan facility (collectively with the Term Loan C, which we refer to as the 

Term Loans), that are part of the Amended Credit Facilities by borrowing an incremental $100.0 million on the existing financial 

terms and financial covenants. Proceeds from this borrowing along with available cash were used to fund the acquisition of 

ColorGraphics, including retiring certain acquired debt, and to pay certain fees and expenses incurred in connection with the 

acquisition.

	 2007 Debt Amendment and Refinancing. On March 7, 2007, in connection with the Cadmus acquisition, we amended and 

refinanced our Credit Facilities. The Credit Facilities, established in June 2006 (see 2006 Debt Refinancing below), were comprised 

of the Revolving Credit Facility, and a $325.0 million seven-year term loan facility, which we refer to as the Term Loan B. The 

Credit Facilities were amended by increasing the overall borrowing availability from $525.0 million to $925.0 million to create the 

Amended Credit Facilities, allowing us to: (1) retire the Term Loan B, (2) acquire Cadmus, including retiring and extinguishing the 

Cadmus revolving senior bank credit facility which had an outstanding balance of $70.1 million, using the Revolving Credit Facility 

and a $600.0 million Term Loan C, and (3) retire any and/or all of the 83⁄8% Notes, tendered to us using a $125.0 million delayed-

draw term loan facility. Several of the customary financial covenants within the Amended Credit Facilities, including maximum 

consolidated leverage ratio and minimum consolidated interest coverage ratio, were modified to provide for the incremental 

funded debt levels and larger company operations. The Amended Credit Facilities are secured by substantially all of our assets. 

	 2006 Debt Refinancing. On June 21, 2006, we entered into a senior secured credit agreement with a syndicate of lenders 

that became the Credit Facilities. The Credit Facilities consisted of the Revolving Credit Facility and the Term Loan B. The Credit 

Facilities were amended in March 2007 to become the Amended Credit Facilities, which helped facilitate the purchase of Cadmus. 

The Credit Facilities contained customary financial covenants, including maintenance of a maximum consolidated leverage ratio 

and a minimum consolidated interest coverage ratio. Borrowing rates under the Credit Facilities and now the Amended Credit 

Facilities are determined at our option at the time of each borrowing and are based on LIBOR or the prime rate publicly announced 

from time to time, in each case plus a specified interest rate margin. The Credit Facilities were secured by substantially all of our 

assets. We used proceeds from the Credit Facilities and other available cash to fund the tender offer for any and all of our 95⁄8% 

Senior Notes, to retire our then existing senior secured credit facility due 2008 (which had no amounts outstanding). 
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	 83⁄8% Notes

	 On March 5, 2007, we commenced a cash tender offer and consent solicitation, which we refer to as the Cadmus Tender 

Offer, for any and all of the outstanding 83⁄8% Notes at total consideration equal to 101.5% of outstanding principal plus any 

accrued and unpaid interest thereon for 83⁄8% Notes validly tendered and not withdrawn by March 16, 2007. Interest on the 83⁄8% 

Notes is payable semi-annually on June 15 and December 15 with no required principal payments prior to maturity on June 15, 

2014. In connection with the acquisition of Cadmus, we recorded a $2.8 million increase to the value of the 83⁄8% Notes to record 

them at their fair value, which fair value increase is being amortized over the life of the 83⁄8% Notes.

	 On March 19, 2007, we accepted for purchase and paid approximately $20.9 million for the 83⁄8% Notes tendered in the 

Cadmus Tender Offer, using $20.0 million of delayed-draw term loan funding under the Amended Credit Facilities and cash on 

hand. The merger of Cadmus into Cenveo was a “change of control” of Cadmus under the 83⁄8% Notes indenture. On March 23, 

2007 and in connection with the foregoing change of control, we extended the scheduled expiration of the Cadmus Tender Offer 

until April 18, 2007, modified the offer to purchase each 83⁄8% Note tendered for a price equal to 101.0% of outstanding principal 

plus any accrued and unpaid interest, and waived certain consent-related conditions, which we refer to as the Change of Control 

Offer. On April 23, 2007, we settled payment on all 83⁄8% Notes tendered under the Change of Control Offer, and terminated the 

remaining amount of the delayed-draw term loan facility under the Amended Credit Facilities.

	 Supplemental Indentures

	 We entered into supplemental indentures, dated March 7, 2007, July 9, 2007, August 30, 2007 and November 7, 2007 to the 

indenture dated June 15, 2004, among Cadmus, each of the subsidiary guarantors (as defined therein) and U.S. Bank National 

Association (as successor trustee to Wachovia Bank, National Association), as trustee, pursuant to which the 83⁄8% Notes were 

issued. These supplemental indentures provide for, among other things, the assumption by us of the obligations of Cadmus under 

the 83⁄8% Notes and such indenture and the addition of: (1) other U.S. subsidiaries of ours, (2) ColorGraphics and its subsidiary, 

(3) Commercial Envelope and its subsidiaries and (4) other Canadian subsidiaries of ours as guarantors of the 83⁄8% Notes. 

Simultaneously, we entered into supplemental indentures, dated March 7, 2007, July 9, 2007 and August 30, 2007, to the indenture 

dated February 4, 2004 among us, the guarantors named therein and U.S. Bank National Association, as trustee, pursuant to 

which our 77⁄8% Notes were issued. These supplemental indentures provide for, among other things, the addition of: (1) the U.S. 

subsidiaries of Cadmus, (2) ColorGraphics and its subsidiary and (3) Commercial Envelope and its subsidiaries as guarantors of 

the 77⁄8% Notes.

	 7 7⁄8% Notes 

	 In January 2004, we issued our 77⁄8% Notes, which have semi-annual interest payments due on June 1 and December 1, 

and no required principal payments prior to maturity on December 1, 2013. We may redeem these notes, in whole or in part, on 

or after December 1, 2008, at redemption prices from 103.938% to 100%, plus accrued and unpaid interest. 

	 9 5⁄8% Senior Notes

	 On May 4, 2007, we retired the remaining $10.5 million of our 95⁄8% Senior Notes for 104.813% of the principal amount plus 

accrued interest, which was funded with our Revolving Credit Facility.

	 On June 23, 2006, we completed a tender offer and consent solicitation, which we refer to as the Tender Offer, for any 

and all of our $350.0 million 95⁄8% Senior Notes and extinguished approximately $339.5 million in aggregate principal amount 

(approximately 97% of the outstanding amount) that were tendered and accepted for purchase under the terms of the Tender 

Offer.

	 Other Debt

	 Other debt of approximately $37.1 million at December 31, 2007, consists primarily of equipment loans assumed in the 

acquisition of Cadmus, ColorGraphics and Commercial Envelope. Of this debt, $21.0 million had variable interest rates with an 

average interest rate of 6.0%, while $16.1 million had an average fixed interest rate of 5.8%.

	 Interest Rate Swaps

	 In 2007 and 2006, we entered into interest rate swap agreements to hedge interest rate exposure of $375.0 million and 

$220.0 million, respectively, of our notional floating rate debt. Our hedges of interest rate risk were designated and documented 

at inception as cash flow hedges and are evaluated for effectiveness at least quarterly. Effectiveness of the hedges is calculated  
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by comparing the fair value of the derivatives to hypothetical derivatives that would be a perfect hedge of floating rate debt. The 

accounting for gains and losses associated with changes in the fair value of cash flow hedges and the effect on our consolidated 

financial statements will depend on whether the hedge is highly effective in achieving offsetting changes in fair value of cash 

flows of the liability hedged. As of December 31, 2007, we do not anticipate reclassifying any ineffectiveness into our results of 

operations for the next twelve months.

	 As of December 31, 2007, we were in compliance with all covenants under our debt agreements. 

	 On December 31, 2007, we had outstanding letters of credit of approximately $24.6 million and a de minimis amount of 

surety bonds related to performance and payment guarantees. Based on our experience with these arrangements, we do not 

believe that any obligations that may arise will be significant. We extinguished an outstanding letter of credit of approximately 

$0.8 million in connection with the debt we retired on April 2, 2007.

	 Our current credit ratings are as follows:

		  Amended	  	

	 Corporate	  Credit	 77⁄8%	 83⁄8%
Rating Agency	 Rating	 Facilities	 Notes	 Notes	 Last Update

Standard & Poor’s	 BB-	  BB+	  B	  B	  December 2007

Moody’s	 B1	  Ba2	  B3	  B3	  September 2007

	

	 On December 4, 2007, Standard & Poor’s raised our corporate rating to BB- from B+, the rating on the Amended Credit 

Facilities to BB+ from BB, and the ratings on our 77⁄8% Notes and 83⁄8% Notes to B from B- citing improvements in profitability, 

cash flow generation and success in integrating acquisitions and achieving synergies from those acquisitions.

	 On December 27, 2007, we signed an agreement to acquire 100% of the outstanding stock of Rex Corporation, which 

we refer to as Rex. Rex is one of the largest independent manufacturers of premium and high-quality packaging solutions and 

generated annual revenues of approximately $40.0 million for its most recently completed fiscal year. The transaction is expected 

to be completed in March 2008 and currently expected to be funded using the Revolving Credit Facility.

	 The terms of our existing debt do not have any rating triggers that impact our funding. We do not believe that our current 

ratings will impact our ability to raise additional capital. We expect that internally generated cash flow and the financing available 

under our Amended Credit Facilities will be sufficient to fund our working capital needs and short-term growth through the end 

of 2008; however, this cannot be assured.

	 Off-Balance Sheet Arrangements. It is not our business practice to enter into off-balance sheet arrangements. Accordingly, 

as of December 31, 2007 and 2006, we do not have any off-balance sheet arrangements.

	 Guarantees. In connection with the disposition of certain operations, we have indemnified the purchasers for certain 

contingencies as of the date of disposition. We have accrued the estimated probable cost of these contingencies.

Critical Accounting Matters 

	 The preparation of our consolidated financial statements in conformity with accounting principles generally accepted in the 

United States of America requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities 

and the disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the reported 

amount of revenues and expenses during the reporting period. We evaluate these estimates and assumptions on an ongoing 

basis based on historical experience and on various other factors which we believe are reasonable under the circumstances.

	 We believe that the following represent our more critical estimates and assumptions used in the preparation of our 

consolidated financial statements:

	 Allowance for Losses on Accounts Receivable. We maintain a valuation allowance based on the expected collectibility 

of our accounts receivable, which requires a considerable amount of judgment in assessing the current creditworthiness of 

customers and related aging of past due balances. As of December 31, 2007 and 2006, the allowance provided for potentially 

uncollectible accounts receivable was $9.9 million and $4.8 million, respectively. Charges for bad debts recorded to the statement 

of operations were $5.4 million in 2007, $4.3 million in 2006 and $3.4 million in 2005. We cannot guarantee that our current 

credit losses will be consistent with those in the past. These estimates may prove to be inaccurate, in which case we may have 

overstated or understated the allowance for losses required for uncollectible accounts receivable.	
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	 Provision for Impairment of Long-Lived Assets. We evaluate long-lived assets, including property, plant and equipment 

and intangible assets other than goodwill, for impairment whenever events or changes in circumstances indicate that the carrying 

amounts of specific assets or group of assets may not be recoverable. When an evaluation is required, we estimate the future 

undiscounted cash flows associated with the specific asset or group of assets. If the cost of the asset or group of assets cannot 

be recovered by these undiscounted cash flows, we would assess the fair value of the asset or asset group and if necessary, an 

impairment charge would be recorded. Our estimates of future cash flows are based on our experience and internal business 

plans. Our internal business plans require judgments regarding future economic conditions, product demand and pricing. During 

2007, 2006 and 2005, in connection with our restructuring program, we recorded impairment charges, net on long-lived assets 

of $12.0 million, $3.6 million and $26.3 million, respectively. See Note 12 to the consolidated financial statements included in this 

Annual Report. Although we believe our estimates are appropriate, significant differences in the actual performance of an asset 

or group of assets may materially affect our evaluation of the recoverability of the asset values currently recorded. Additional 

impairment charges may be necessary in future years.

	 Provision for Impairment of Goodwill. We evaluate the carrying value of our goodwill in the fourth quarter each year and 

whenever events or circumstances make it more likely than not that an impairment may have occurred. Determining whether 

an impairment has occurred requires the valuation of each of our reporting units, which we estimate using either discounted 

cash flows or comparative market multiples. In preparing projected future cash flows, we use our judgment in projecting the 

profitability of our reporting units, their growth in future years, investment and working capital requirements and the selection of 

an appropriate discount rate. In our comparisons to market multiples of other similar companies, we use judgment in the selection 

of the companies included in the analysis. We determined that there was no impairment of our goodwill; however, if our estimates 

of the valuations of our reporting units prove to be inaccurate, an impairment charge could be necessary in future years.

	 Self-Insurance Reserves. We are self-insured for the majority of our workers’ compensation costs and group health 

insurance costs, subject to specific retention levels. We rely on claims experience and the advice of consulting actuaries and 

administrators in determining an adequate liability for self-insurance claims. Our self-insurance workers’ compensation liability 

is estimated based on reserves for claims that are established by a third-party administrator. The estimate of these reserves is 

adjusted from time to time to reflect the estimated future development of the claims. Our liability for workers’ compensation 

claims is the estimated total cost of the claims on a fully-developed and discounted basis that considers anticipated payment 

patterns. As of December 31, 2007, the undiscounted liability was $14.2 million and the discounted liability was $12.2 million 

using a 4% discount rate. Workers’ compensation expense incurred in 2007, 2006 and 2005 was $4.1 million, $5.3 million and 

$6.0 million, respectively, and were based on actuarial estimates.

	 Our self-insured healthcare liability represents our estimate of claims that have been incurred but not reported as of December 

31, 2007. We rely on claims experience and the advice of consulting actuaries to determine an adequate liability for self-insured 

plans. This liability was $5.2 million and $4.2 million as of December 31, 2007 and 2006, respectively, and was estimated based 

on an analysis of actuarial completion factors that estimated incurred but unreported liabilities derived from the historical claims 

experience. Our liability as of December 31, 2007 increased from the prior year, primarily due to the increase in our workforce 

resulting from the 2007 Acquisitions. The estimate of our liability for employee healthcare represents approximately 45 days of 

unreported claims.

	 While we believe that the estimates of our self-insurance liabilities are reasonable, significant differences in our experience 

or a significant change in any of our assumptions could materially affect the amount of workers’ compensation and healthcare 

expenses we have recorded.

	 Accounting for Income Taxes. We are required to estimate our income taxes in each jurisdiction in which we operate which 

includes the U.S., Canada and India. This process involves estimating our actual current tax exposure, together with assessing 

temporary differences resulting from differing treatment of items for tax and financial reporting purposes. The tax effects of these 

temporary differences are recorded as deferred tax assets or deferred tax liabilities. Deferred tax assets generally represent 

items that can be used as a tax deduction or credit in our tax return in future years for which we have already recorded an 

expense in our consolidated financial statements. Deferred tax liabilities generally represent tax items that have been deducted 

for tax purposes, but have not yet been recorded as an expense in our consolidated financial statements. As of December 31, 

2007, we had net deferred tax liabilities of $32.9 million from our U.S. operations. As of December 31, 2007 and 2006, we had 

foreign net deferred tax liabilities of $4.3 million and $4.4 million, respectively.

	 We assess the recoverability of our deferred tax assets and, to the extent recoverability does not satisfy the “more likely 

than not” recognition criteria under SFAS 109, record a valuation allowance against the deferred tax assets. We record valuation  
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of Cenveo, Inc.

	 We have audited the accompanying consolidated balance sheet of Cenveo, Inc. and subsidiaries as of December 31, 2006, 

and the related consolidated statements of operations, changes in shareholders’ equity (deficit) and cash flows for each of 

the two years in the period ended December 31, 2006. These financial statements are the responsibility of the Company’s 

management. Our responsibility is to express an opinion on these financial statements based on our audits.

	 We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United 

States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 

statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 

and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant 

estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits 

provide a reasonable basis for our opinion.

	 In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial 

position of Cenveo, Inc. and subsidiaries at December 31, 2006, and the consolidated results of their operations and their cash 

flows for each of the two years in the period ended December 31, 2006, in conformity with accounting principles generally 

accepted in the United States of America.

	 As discussed in Notes 1, 13 and 14 to the consolidated financial statements, effective January 1, 2006, the Company adopted 

Statements of Financial Accounting Standards No. 123(R), “Share-Based Payment”, and No. 158, “Employers’ Accounting for 

Defined Benefit Pension and Other Postretirement Plans—an amendment of FASB Statements No. 87, 88, 106, and 132(R).”

	 As discussed in Note 2, the consolidated financial statements at and for the year ended December 31, 2006 have been 

restated.

 

ERNST & YOUNG LLP

Stamford, Connecticut 

February 28, 2007, 

except for Note 2, as to which the date is 

March 28, 2008

Consolidated Balance Sheets

	 December 31,

			   As Restated
(in thousands, except par values)	 2007	 2006

Assets		

Current assets:	  	  	

	 Cash and cash equivalents	 $     15,882	  $   10,558

	 Accounts receivable, net	  344,634	  228,912

	 Inventories	  162,908	  91,534

	 Assets held for sale	 —	  51,966

	 Prepaid and other current assets	  73,358	  41,413

	     Total current assets	    596,782	  424,383

Property, plant and equipment, net 	  428,341	  251,103

Goodwill	  669,802	  258,136

Other intangible assets, net	  270,622	  31,985

Other assets, net	  37,175	  34,285

Total assets	  $2,002,722	  $999,892

		

Liabilities and Shareholders’ Equity		

Current liabilities:	  	  	

	 Current maturities of long-term debt	  $     18,752	  $     7,513

	 Accounts Payable	  165,458	  116,180

	 Accrued compensation and related liabilities	  47,153	  40,242

	 Other current liabilities	  79,554	  63,812

	     Total current liabilities	  310,917	  227,747

 	  	  		

Long-term debt	  1,425,885	  667,782

Deferred income taxes	  55,181	  4,356

Other liabilities	  111,413	  41,550

Commitments and contingencies	  	  	

Shareholders’ equity:	  	  	

	 Preferred stock, $0.01 par value; 25 shares authorized,

	      none issued	  —	  —

	 Common stock, $0.01 par value; 100,000 shares

	      authorized, 53,700 and 53,515 shares issued and

	      outstanding as of December 31, 2007 and 2006,

	      respectively	  537	  535

	 Paid-in capital	  254,241	  244,894

	 Retained deficit	  (148,939)	  (189,720)

	 Accumulated other comprehensive (loss) income	  (6,513) 	  2,748

	      Total shareholders’ equity	  99,326	  58,457

Total liabilities and shareholders’ equity	  $2,002,722	  $999,892

See notes to consolidated financial statements.
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Consolidated Statements of Operations

	 Years Ended December 31,

		  As Restated
(in thousands, except per share data)	 2007	 2006	 2005

Net sales  	  $2,046,716	  $1,511,224	 $1,594,781	

Cost of sales	  1,628,706	  1,211,784	  1,319,950	

Selling, general and administrative	  229,961	  189,476 	  218,740	

Amortization of intangible assets	  10,413	  5,473	  5,147	

Restructuring, impairment and other charges	  40,086	  41,096	  77,254

	 Operating income (loss)	  137,550	  63,395	 (26,310)

(Gain) loss on sale of non-strategic businesses	  (189) 	  2,035	  4,479	

Interest expense, net	  91,467	   60,980	  73,821	

Loss on early extinguishment of debt	  9,256	   32,744	  —	

Other expense (income), net	  3,131	  (78)  	 1,143

	 Income (loss) from continuing operations before income taxes	  33,885	  (32,286) 	 (105,753)

Income tax expense (benefit)	   9,900	  (21,138)	  42,348

	 Income (loss) from continuing operations	  23,985	  (11,148)	  (148,101)

Income from discontinued operations, net of taxes	  16,796	  126,519 	  13,049

	 Net income (loss)	  $     40,781	 $   115,371	 $ (135,052)

Income (loss) per share—basic:

	 Continuing operations	  $         0.45	 $       (0.21)	 $       (2.96)

	 Discontinued operations	  0.31	  2.38 	 0.26

	 Net income (loss)	  $         0.76	 $          2.17	 $       (2.70)

Income (loss) per share—diluted:

	 Continuing operations	  $         0.44	 $       (0.21)	 $       (2.96)

	 Discontinued operations	  0.31 	  2.38 	  0.26

	 Net income (loss)	  $         0.75	  $         2.17	 $       (2.70)

Weighted average shares:	  	  		

	 Basic	  53,584	  53,288	  50,038	

	 Diluted	  54,645	  53,288	  50,038	

 

See notes to consolidated financial statements.

Consolidated Statements of Cash Flows

	 Years Ended December 31,

		  As Restated
(in thousands)	 2007	 2006	 2005
Cash flows from operating activities:			 
Net income (loss)	 $  40,781	 $115,371	  $(135,052)
	 Adjustments to reconcile net income (loss) to net cash provided by (used in)  
	    operating activities:	  			 
	 Gain on sale of discontinued operations, net of taxes	  (17,007)	 (113,477)	  —	
	 Loss (income) from discontinued operations, net of taxes	  211	  (13,042)	  (13,049)
	 Depreciation	  55,095	  35,220	  43,101
	 Amortization of other intangible assets	  10,413	 5,473	  5,147	
	 Non-cash interest expense, net	  1,410	  1,728	  3,603	
	 Deferred income taxes	  8,763	  (24,842)	  35,665	
	 Non-cash restructuring, impairment and other charges, net	  19,729	  10,346 	  32,010	
	 Loss on early extinguishment of debt	  9,256	  32,744  	 —	
	 (Gain) loss on sale of non-strategic businesses	  (189)	  2,035  	 4,479	
	 Provisions for bad debts	  5,363	  4,345  	 3,427	
	 Provisions for inventory obsolescence	  2,851	  1,900  	 2,936	
	 Stock-based compensation provision	  10,280	  5,954  	 2,505	
	 (Gain) loss on disposal of assets	  (369)	  379	  (555)
Changes in operating assets and liabilities, excluding the effects of acquired businesses:	  			 
	 Accounts receivable	  (6,086)	  (5,322) 	 341	
	 Inventories	  1,193	  3,084  	 (139)
      	 Accounts payable and accrued compensation and related liabilities	  (9,101)	  (15,792)	  (59,386)
      	 Other working capital changes	  (36,580)	  (29,802) 	 8,652	
      	 Other, net	  (9,805)	  (1,778) 	 2,312
	    Net cash provided by (used in) continuing operating activities	  86,208	  14,524	  (64,003)
	    Net cash provided by discontinued operating activities	  2,198	  8,832  	 25,330
	    Net cash provided by (used in) operating activities	 88,406	 23,356	 (38,673)	
Cash flows from investing activities:	  			 
	 Cost of business acquisitions, net of cash acquired	 (627,304)	  (49,425) 	 (3,552)
     	 Capital expenditures	  (31,538)	  (19,930) 	 (28,154)
	 Acquisition payments	  (3,653)	  (4,653) 	 (4,053)
	 Proceeds from sale of property, plant and equipment	  8,949	  11,475  	 3,796	
	 Proceeds from divestitures, net	  431	  3,189  	 8,377
	    Net cash used in investing activities of continuing operations	  (653,115)	  (59,344) 	 (23,586)
	 Proceeds from the sale of discontinued operations	  73,628	  211,529  	 —
	 Proceeds from the sale of property, plant and equipment of discontinued operations	 —	  —  	 211	
	 Capital expenditures for discontinued operations	  — 	  (632) 	 (2,603)
	    Net cash provided by (used in) investing activities of discontinued operations	  73,628	  210,897  	 (2,392)
	    Net cash (used in) provided by investing activities	  (579,487)	  151,553  	 (25,978)
	 Cash flows from financing activities:	  			 
	 Proceeds from issuance of Term Loans	 720,000	 325,000	 —
	 Proceeds from Unsecured Loan	 175,000	 —	 —	
	 Borrowings under Revolving Credit Facility, net	 75,700	 15,500	 —	
	 Proceeds from exercise of stock options	 304	 1,956	 22,433	
	 Proceeds from excess tax benefit from stock based compensation	 67	 1,168	 —	
	 Repayment of Term Loan B	  (324,188)	  — 	 —
	 Repayment of Cadmus revolving senior bank credit facility	 (70,100)	 —	 —	
	 Repayments of other long-term debt	  (29,053)	  (13,095) 	 (3,123)
	 Repayment of 83⁄8% Senior Subordinated Notes	  (20,880)	  — 	 —	
	 Repayment of 95⁄8% Senior Notes	 (10,498)	 (339,502)	 —	
	 Repayments of Term Loans	 (4,900)	  (813) 	 —	
	 (Repayments) borrowings under senior secured revolving credit facility, net	  — 	  (123,931) 	 45,490	
	 Payment of refinancing fees, redemption, premiums and expenses	 (8,045)	  (26,142) 	 —	
	 Payment of debt issuance costs	  (5,906)	 (3,770) 	 —	
	 Purchase and retirement of common stock upon vesting of RSUs	 (1,302)	  (1,786) 	 (187)
	    Net cash provided by (used in) financing activities	  496,199	  (165,415) 	 64,613
Effect of exchange rate changes on cash and cash equivalents of continuing operations	  206	  14  	 107
Effect of exchange rate changes on cash and cash equivalents of discontinued operations	  —	  15  	 170
	    Net increase in cash and cash equivalents	  5,324	  9,523  	 239	
Cash and cash equivalents at beginning of year	  10,558	  1,035  	 796
Cash and cash equivalents at end of year	 $  15,882	 $  10,558 	 $      1,035

See notes to consolidated financial statements.
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Consolidated Statements of Changes in Shareholders’ Equity (Deficit)

					     	 Accumulated	 Total
						      Other	 Shareholders’
		  Common	 Paid-In	 Retained	 Deferred	 Comprehensive	 Equity
(in thousands)	 Stock	 Capital	  (Deficit)	 Compensation	 Income (Loss)	 (Deficit)
Balance at December 31, 2004	 $487	  $214,902	  $(170,039)	 $(2,003)	 $14,007	  $57,354	
Comprehensive income (loss):	  	  	  	  	  	  	
Net loss		    	 (135,052)	  		  (135,052)
Other comprehensive income (loss):	  	  	  	  	  	  	
	 Pension liability adjustment,  
	    net of tax benefit of $743		   	  		   (1,187) 	 (1,187)
	 Currency translation adjustment		   	  	  	  4,584  	 4,584
	    Other comprehensive income		   	  	  	  	  3,397
	        Total comprehensive loss		   	  	  	  	  (131,655)
Cancellation of restricted shares	 (4)	  (1,993)	  	  795		  (1,202)
Issuance of restricted shares	 5	   4,030	  	  (4,035)	  	  —	
Exercise of stock options	  42	   22,391	  	  	  	 22,433 	
Purchase and retirement of common stock		   (187)	  	  	  	  (187)
Amortization of deferred compensation  
	 and restricted stock units		   289	  	  3,418	   	 3,707
Balance at December 31, 2005	 530	  239,432	  (305,091)	  (1,825)	  17,404  	 (49,550)
Comprehensive income (loss) As Restated:	  	  	  	  	  	  	
Net income As Restated		   	  115,371	  	  	  115,371	
Other comprehensive income (loss):	  	  	  	  	  	  	
	 Pension liability adjustment, net of  
	    tax expense of $429	  		   	   	 6,326 	 6,326	
	 Unrealized loss on cash flow hedges		   	  	  	  (2,992) 	 (2,992)
	 Currency translation adjustment		   	  	  	  (3,603) 	 (3,603)
	 Reclassifications to earnings on sale  
	    of discontinued operations:	  	  	  	  		     
	    Currency translation adjustment		   	  	  	  (14,387)	 (14,387)
	    Other comprehensive loss		   	   	  	  	 (14,656)
	        Total comprehensive income  
	           As Restated		   	   	  		   100,715	
Reversal of unamortized deferred   
	 compensation on adoption of   
	 SFAS 123(R)		   (1,825)	  	  1,825	  	  —	
Exercise of stock options	 5	  1,951	  	  	   	 1,956	
Purchase and retirement of common stock  
	 upon vesting of RSUs		    (1,786)	  	  	  	 (1,786)
Amortization of stock based compensation		    5,954 	  	  	  	  5,954
Excess tax benefit from stock based  
	 compensation		  1,168	  	  	  	  1,168
Balance at December 31, 2006  
	 As Restated	 535	 244,894	 (189,720)	 —	 2,748 	 58,457	
Comprehensive income (loss):	  	  	  	  	  	  	
Net income		   	  40,781		   	  40,781	
Other comprehensive income (loss):	  	  	  	  	  		
	 Pension liability adjustment,  
	    net of tax expense of $145		   	  	  	  (2,131) 	 (2,131)
	 Unrealized loss on cash flow hedges,  
	    net of tax benefit of $4,985		   	  	  	  (7,780)	 (7,780)
	 Currency translation adjustment		   	  	  	  6,151	 6,151	
	 Reclassifications to earnings on sale  
	    of discontinued operations:	  	  	  	  		
	    Currency translation adjustment		   	  	  	  (5,501)	 (5,501)
	    Other comprehensive loss		   	  	  	  	 (9,261)
	        Total comprehensive income		   	  	  	  	  31,520	
Exercise of stock options		   304				    304	
Purchase and retirement of common stock  
	 upon vesting of RSUs	  2 	 (1,304)	  			   (1,302)
Amortization of stock based compensation		   10,280		     		   10,280	
Excess tax benefit from stock based  
	 compensation		   67		   		  67
Balance at December 31, 2007	 $537	 $254,241	  $(148,939)	 $       —	  $(6,513)	 $99,326

See notes to consolidated financial statements.

Notes to Consolidated Financial Statements

1. Summary of Significant Accounting Policies 

	 Basis of Presentation. Cenveo, Inc. and subsidiaries (collectively, the “Company” or “Cenveo”) are engaged in the 

printing and manufacturing of envelopes, business forms and labels and commercial printing. The Company is headquartered in 

Stamford, Connecticut, is organized under Colorado law, and its common stock is traded on the New York Stock Exchange under 

the symbol “CVO”.

	 The Company’s reporting periods for 2007, 2006 and 2005 in this report consist of 52 week periods, ending on the Saturday 

closest to the last day of the calendar month and ended on December 29, 2007, December 30, 2006 and December 31, 2005, 

respectively. The accompanying consolidated financial statements are presented as ending on December 31, since the effect of 

reporting periods not ending on that date are not material.

	 The consolidated financial statements include the accounts of Cenveo, Inc. and its wholly-owned subsidiaries. All intercompany 

transactions have been eliminated. The Company acquired PC Ink Corp. (“Printegra”) and Cadmus Communications Corporation 

(“Cadmus”) in the first quarter of 2007 and Madison/Graham ColorGraphics, Inc. (“ColorGraphics”) and Commercial Envelope 

Manufacturing Co. Inc. (“Commercial Envelope”) in the third quarter of 2007 (collectively the “2007 Acquisitions”) (Notes 3, 

8, 10, 12, 14 and 19). The Company’s results for the year ended December 31, 2007 include the operating results of the 2007 

Acquisitions subsequent to their respective acquisition dates, except for ColorGraphics, which is included in our operating results 

from July 1, 2007. 

	 Use of Estimates. The preparation of financial statements in conformity with accounting principles generally accepted 

in the United States of America requires management to make estimates and assumptions that affect the reported amounts 

of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and the 

reported amounts of revenues and expenses during the reporting periods. Estimates and assumptions are used for, but not 

limited to, establishing the allowance for doubtful accounts, inventory obsolescence, purchase price allocation, depreciation and 

amortization lives, asset impairment evaluations, tax assets and liabilities, self-insurance accruals, stock-based compensation 

and other contingencies. Actual results could differ from estimates.

	 Cash and Cash Equivalents. Cash and cash equivalents include cash on deposit and highly liquid investments with original 

maturities of three months or less. Cash and cash equivalents are stated at cost, which approximates fair value.

	 Accounts Receivable. Accounts receivable are recorded at invoiced amounts. As of December 31, 2007 and 2006, accounts 

receivable were reduced by an allowance for doubtful accounts of $9.9 million and $4.8 million, respectively.

	 Inventories. Inventories are stated at the lower of cost or market, with cost determined on a first-in, first-out or average 

cost basis. Cost includes materials, labor and overhead related to the purchase and production of inventories. As of December 

31, 2007 and 2006, inventory was reduced by an allowance for obsolescence of $7.5 million and $4.9 million, respectively.

	 Property, Plant and Equipment. Property, plant and equipment are stated at cost. When assets are retired or otherwise 

disposed of, the related costs and accumulated depreciation are removed from the accounts and any resulting gain or loss is 

reflected in operations. Expenditures for repairs and maintenance are charged to expense as incurred, and expenditures that 

increase the capacity, efficiency or useful lives of existing assets are capitalized.

	 Depreciation is provided using the straight-line method based on the estimated useful lives of 15 to 45 years for buildings 

and building improvements, 10 to 15 years for machinery and equipment and three to 10 years for furniture and fixtures.

	 Computer Software. The Company develops and purchases software for internal use. Software development costs incurred 

during the application development stage are capitalized. Once the software has been installed and tested and is ready for use, 

additional costs incurred in connection with the software are expensed as incurred. Capitalized computer software costs are 

amortized over the estimated useful life of the software, usually between three and seven years. Net computer software costs 

included in property, plant and equipment were $7.0 million and $7.9 million as of December 31, 2007 and 2006, respectively.

	 Debt Issuance Costs. Direct expenses such as legal, accounting and underwriting fees incurred to issue or 

extend debt, are included in other assets, net in the consolidated balance sheets. Debt issuance costs were $11.6 

million and $8.4 million as of December 31, 2007 and 2006, respectively, net of accumulated amortization, and are 

amortized over the term of the related debt to interest expense. In connection with the acquisition of Cadmus and 

the Company’s debt refinancing, the Company wrote off $1.7 million of debt issuance costs associated with the debt retired. 

In connection with the acquisition of Cadmus, ColorGraphics and Commercial Envelope in 2007, the Company capitalized $6.4 

million of costs related to the new debt. In June 2006, the Company refinanced certain of its long-term debt and wrote off 

approximately $6.6 million of debt issuance costs associated with the debt retired and capitalized $3.8 million of costs related 

to the Company’s debt (Note 10). Interest expense includes the amortization of debt issuance costs of $1.5 million, $1.7 million 

and $3.6 million in 2007, 2006 and 2005, respectively.
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	 Goodwill and Other Intangible Assets. Goodwill represents the excess of acquisition costs over the fair value of net assets 

of businesses acquired. Goodwill is reviewed annually in the fourth quarter to determine if there is an impairment, or more 

frequently if an indication of possible impairment exists. No impairment charges for goodwill or other intangible assets were 

recorded in 2007, 2006 or 2005.

	 Other intangible assets primarily arise from the purchase price allocations of businesses acquired and are based on appraisals 

or internal estimates. Intangible assets with determinable lives are amortized on a straight-line basis over the estimated useful 

life assigned to these assets. Intangible assets that are expected to generate cash flows indefinitely are not amortized, but are 

evaluated for impairment similar to goodwill.

	 Long-Lived Assets. Long-lived assets, including property, plant and equipment, and intangible assets with determinable 

lives, are evaluated for impairment whenever events or changes in circumstances indicate that the carrying value of the assets 

may not be fully recoverable. An impairment is assessed if the undiscounted expected future cash flows derived from an asset 

are less than its carrying amount. Impairment losses are recognized for the amount by which the carrying value of an asset 

exceeds its fair value. The estimated useful lives of all long-lived assets are periodically reviewed and revised if necessary.

	 Self-Insurance. The Company is self-insured for the majority of its workers’ compensation costs and group health insurance 

costs, subject to specific retention levels. The Company records its liability for workers’ compensation claims on a fully-developed 

basis. The Company’s liability for health insurance claims includes an estimate for claims incurred but not reported. As of 

December 31, 2007, the undiscounted worker’s compensation liability was $14.2 million and the discounted liability was $12.2 

million using a 4% discount rate.

	 Financial Instruments. The Company uses derivative financial instruments to hedge exposures to interest rate fluctuations 

by balancing its exposure to fixed and variable interest rates. The implied gains and losses associated with interest rate swaps 

offset changes in interest rates. All derivatives are recorded as other assets or other liabilities in the consolidated balance sheets 

at their respective fair values with unrealized gains and losses recorded in accumulated other comprehensive (loss) income, net 

of applicable income taxes. At inception of a hedge transaction, the Company formally documents the hedge relationship and 

the risk management objective for undertaking the hedge. In addition, the Company assesses, both at inception of the hedge 

and on an ongoing basis, whether the derivative in the hedging transaction has been highly effective in offsetting changes in fair 

value or cash flows of the hedged item and whether the derivative is expected to continue to be highly effective. The impact of 

ineffectiveness, if any, is recognized in results of operations.

	 Revenue Recognition. The Company recognizes revenue when persuasive evidence of an arrangement exists, product 

delivery has occurred or services have been rendered, and pricing is fixed or determinable, and collection is reasonably 

assured.

	 Since a significant portion of the Company’s products are customer specific, it is common for customers to inspect the 

quality of the product at the Company’s facility prior to its shipment. Products shipped are not subject to contractual right of 

return provisions.

	 The Company has rebate agreements with certain customers. These rebates are recorded as reductions of sales and are 

accrued using sales data and rebate percentages specific to each customer agreement. Accrued customer rebates are included 

in other current liabilities in the consolidated balance sheets (Note 9).

	 Freight Costs. The costs of delivering finished goods to customers are recorded as freight costs and included in cost of 

sales. Freight costs that are included in the price of the product are included in net sales.

	 Advertising Costs. All advertising costs are expensed as incurred. Advertising costs were $2.6 million, $2.6 million and $4.0 

million in 2007, 2006 and 2005, respectively.

	 Foreign Currency Translation. Assets and liabilities of subsidiaries operating outside the United States with a 

functional currency other than the U.S. dollar are translated at year-end exchange rates. The effects of translation are 

included as a component of accumulated other comprehensive income in shareholders’ equity in the consolidated balance sheet. 

Income and expense items and gains and losses are translated at the average monthly rate. Foreign currency transaction gains 

and losses are recorded in other expense (income), net.

	 Stock-Based Compensation. The Company accounts for stock-based compensation in accordance with Financial Accounting 

Standards Board (“FASB”) Statement of Financial Accounting Standard No. 123 (revised 2004), Share-Based Payment (“SFAS 

123(R)”) (Note 13).

	 Income Taxes. Deferred income taxes reflect the future tax effect of temporary differences between the carrying amount of 

assets and liabilities for financial and income tax reporting and are measured by applying statutory tax rates in effect for the year  
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during which the differences are expected to reverse. Deferred tax assets are reduced by a valuation allowance to the extent it is 

more likely than not that the deferred tax assets will not be realized (Note 11).

	 New Accounting Pronouncements. Effective January 1, 2007, the Company adopted Financial Accounting Standards 

Board (“FASB”) Financial Interpretation No. 48, Accounting for Uncertainty in Income Taxes (an interpretation of FASB Statement 

No. 109) (“FIN 48”) (Note 11). 

	 Effective January 1, 2007, the Company adopted Emerging Issues Task Force Issue No. 06-3, How Taxes Collected from 

Customers and Remitted to Governmental Authorities should be Presented in the Income Statement - That is, Gross versus Net 

Presentation (“EITF 06-3”). The task force concluded that either method is acceptable; however, if taxes are reported on a gross 

basis (included in sales) a company should disclose those amounts, if significant. The Company records sales net of applicable 

sales tax. The adoption of EITF 06-3 did not have a significant effect on the Company’s consolidated statements of operations.

	 In September 2006, the FASB issued Statement of Financial Accounting Standard No. 157, Fair Value Measurements 

(“SFAS 157”), which defines fair value, establishes a framework for measuring fair value in U.S. GAAP, and expands disclosures 

about fair value measurements. SFAS 157 applies under other accounting pronouncements that require or permit fair value 

measurements and is effective for the Company on January 1, 2008. The adoption of SFAS 157 on January 1, 2008, is not 

expected to have a material impact on the Company’s consolidated financial statements.

	 In February 2008, the FASB issued FASB Staff Position FAS 157-1, “Application of SFAS No. 157 to SFAS No. 13 and Its 

Related Interpretative Accounting Pronouncements that Address Leasing Transactions” (“FSP FAS 157-1”) and FASB Staff 

Position FAS 157-2, “Effective Date of SFAS No. 157” (“FSP FAS 157-2”). FSP FAS 157-1 excludes SFAS No. 13 and its related 

interpretive accounting pronouncements that address leasing transactions, with the exception of fair value measurements of 

assets and liabilities recorded as a result of a lease transaction but measured pursuant to other pronouncements within the 

scope of SFAS No. 157. FSP FAS 157-2 delays the effective date of SFAS No. 157 for all nonfinancial assets and nonfinancial 

liabilities, except those that are recognized or disclosed at fair value in the financial statements on a recurring basis (at least 

annually). FSP FAS 157-1 and FSP FAS 157-2 became effective for the Company upon adoption of SFAS No. 157 on January 1, 

2008.

	 In February 2007, the FASB issued SFAS No. 159, Fair Value Option for Financial Assets and Financial Liabilities-Including an 

amendment of FASB Statement No. 115 (“SFAS 159”), which permits entities to choose to measure many financial instruments 

and certain other items at fair value. SFAS 159 is effective for the Company on January 1, 2008. The Company did not elect 

the fair value option for existing eligible items; therefore, SFAS 159 had no impact on the Company’s consolidated financial 

statements at January 1, 2008.

	 In December 2007, the FASB issued SFAS No. 141R, Business Combinations (“SFAS 141R”). SFAS 141R establishes 

revised principles and requirements for how the Company will recognize and measure assets and liabilities acquired in a business 

combination. SFAS 141R is effective for business combinations completed on or after January 1, 2009 for the Company. The 

Company will adopt SFAS 141R on January 1, 2009, as required, and is currently evaluating the impact of such adoption on its 

financial statements.

	 In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements, an 

amendment of ARB No. 51” (“SFAS 160”). SFAS 160 establishes accounting and reporting standards for the noncontrolling 

interests in a subsidiary and for the deconsolidation of a subsidiary. SFAS 160 is effective on January 1, 2009 for the Company. 

The Company is currently evaluating the impact of adopting SFAS 160.

2. Restatement 

	 During the fourth quarter of 2007, senior management became aware of unsupported accounting entries that were recorded 

by a plant controller who had responsibility for two of the Company’s envelope plants. As a result, the Company’s audit committee 

initiated an internal review conducted by outside counsel under the direction of the audit committee. The review concluded that 

the accounting irregularities were isolated to those two envelope plants and were committed by that sole former employee. The 

accounting irregularities included the recording of unsupported journal entries to enhance the plants financial results through a 

reduction of cost of goods sold and increases to accounts receivable and inventories and decreases to accounts payable and 

other current liabilities. As a result, the Company recorded adjustments to restate its historical consolidated financial statements 

for the year ending December 31, 2006 and interim periods in 2007, which decreased operating income in 2006 by approximately 

$2.3 million and approximately $4.4 million in the first nine months of 2007. As part of this restatement, the Company also 

recorded an adjustment to reclassify income tax benefits amounting to approximately $13.9 million from discontinued operations 

to continuing operations as required by paragraph 140 of SFAS No. 109, Accounting for Income Taxes (“SFAS 109”) and made  
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adjustments for other immaterial errors in its historical consolidated financial statements as of and for the year ended December 

31, 2006. See Note 21 for details of the effect on the Company’s interim financial statements.

	 The following tables summarize the effects of the restatement on the line items included in the balance sheets and 

statements of operations and cash flows as of and for the year ended December 31, 2006. 

Consolidated balance sheet line items 

	 December 31, 2006

(in thousands)	 As Reported	 As Restated

Accounts receivable, net	 $   230,098	  $ 228,912

Inventories	   92,406 	 91,534 

 	   Total current assets	  426,441 	 424,383    

Total assets	 $1,001,950 	 $ 999,892 

Accounts payable	 $    116,067  	 $  116,180  

Other current liabilities	      63,609 	      63,812 

 	   Total current liabilities	    227,431 	    227,747 

Other liabilities	 40,640 	    41,550 

Retained deficit	 (186,436)	 (189,720)

 	   Total shareholders’ equity	  61,741 	     58,457 

Total liabilities and shareholders’ equity	 $1,001,950 	 $ 999,892

Consolidated statement of operations line items 

	 Year Ended 
	 December 31, 2006

(in thousands, except per share data)	 As Reported	 As Restated

Cost of sales	 $1,208,500 	 $1,211,784 

Operating income	 66,679	 63,395 

Loss from continuing operations before taxes	 (29,002) 	 (32,286) 

Income tax benefit	 (7,177) 	  (21,138)

Loss from continuing operations	  (21,825)	   (11,148)

Income from discontinued operations, net of taxes	 140,480	   126,519 

Net income	 $    118,655 	 $   115,371 

Income (loss) per share – basic and diluted:				 

 	  Continuing operations	 $       (0.41) 	 $      (0.21) 

 	  Discontinued operations	  2.64	 2.38

 	  Net income	 $         2.23      	 $        2.17

Notes to Consolidated Financial Statements
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Consolidated statement of cash flows line items 

	 Year Ended 
	 December 31, 2006

(in thousands)	 As Reported	 As Restated

Net income	 $  118,655 	 $  115,371

Gain on sale of discontinued operations, net of taxes	 (127,438)	 (113,477)

Deferred income taxes	 (10,881)	 (24,842)

Accounts receivable	  (6,508) 	  (5,322) 

Inventories	   2,212 	 3,084 

Accounts payable and accrued compensation and related liabilities	 (15,905) 	 (15,792) 

Other working capital changes	 (23,790)	 (29,802)

Other, net	 (2,688)	 (1,778)

Net cash provided by continuing operating activities	 20,739	 14,524

Net cash provided by discontinued operating activities	 2,617	 8,832

3. Acquisitions 

	 Acquisitions are accounted for under the purchase method of accounting. Accordingly, the assets and liabilities of the 

acquired businesses have been recorded at estimated fair value at the date acquired with the excess of the purchase price over 

the estimated fair value recorded as goodwill.

	 Commercial Envelope

	 On August 30, 2007, the Company acquired all of the stock of Commercial Envelope. Commercial Envelope is one of the 

largest envelope manufacturers in the United States, with approximately $160.0 million in annual revenues prior to its acquisition 

by the Company. The total cash consideration in connection with the Commercial Envelope acquisition, excluding assumed debt 

of approximately $20.3 million, was approximately $218.0 million, including approximately $3.8 million of related expenses. The 

Company financed the acquisition of Commercial Envelope with a new $175.0 million senior unsecured loan and borrowings 

under its existing credit facilities (Note 10). 

	 The following table summarizes, on a preliminary basis, the allocation of the purchase price of Commercial Envelope to the 

assets acquired and liabilities assumed in the acquisition and remains subject to finalization:

Preliminary Purchase Price Allocation

	 As of
(in thousands)	 August 30, 2007

Current assets		  $  42,824	

Property, plant and equipment		  36,757	

Goodwill		  102,254	

Other intangible assets		  87,770	

Other assets		  929	

	 Total assets acquired		  270,534	

Current liabilities, excluding current portion of long-term debt		  9,782	

Long-term debt, including current maturities		  20,277	

Deferred income taxes		  21,355	

	 Total liabilities assumed		  51,414	

Net assets acquired		  219,120	

Less cash acquired		  (1,114)	

	    Cost of Commercial Envelope acquisition, less cash acquired		  $218,006	
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	 The Commercial Envelope acquisition preliminarily resulted in $102.3 million of goodwill (Note 8), none of which is deductible 

for income tax purposes, and which was assigned entirely to the Company’s envelopes, forms and labels segment. Such goodwill 

reflects the substantial value of Commercial Envelope’s historical envelope business. Goodwill also reflects the Company’s 

expectation of being able to grow the Commercial Envelope business and improve its operating efficiencies through economies 

of scale. The acquired identifiable intangible assets, aggregating $87.8 million, include: (1) the Commercial Envelope trademark 

of $51.4 million, which has been assigned an indefinite life due to its strong brand recognition, the Company’s intention to 

continue using the Commercial Envelope name, including rebranding our existing commercial envelope operations with the 

Commercial Envelope name, the long operating history of Commercial Envelope, its existing customer base and its significant 

market position; (2) customer relationships of $36.0 million, which are being amortized over their estimated weighted average 

useful lives of 15 years; and (3) covenants not to compete of $0.4 million which are amortizable over their estimated useful lives 

of five years (Note 8). The Company also acquired favorable leases of $0.5 million, which are being amortized as an increase to 

rent expense over their weighted average useful lease term of approximately five years. Each of the above amounts, including 

the amounts in the above table, represents the estimated fair value of the respective property, plant and equipment and other 

intangible assets, as determined in accordance with a preliminary appraisal. Commercial Envelope’s results of operations and 

cash flows have been included in the Company’s consolidated statements of operations and cash flows from the August 30, 

2007 acquisition date, and are not included for the years ended December 31, 2006 and 2005.

	 Unaudited Pro Forma Operating Data

	 The following supplemental pro forma consolidated summary operating data of the Company for each of the periods 

presented herein has been prepared by adjusting the historical data as set forth in the accompanying consolidated statements 

of operations to give effect to the Commercial Envelope acquisition as if it had been consummated as of the beginning of each 

respective year:

	 Years Ended December 31,

	 2007	 2006

(in thousands, except per share data) 	 As Reported	 Pro Forma	 As Reported	 Pro Forma

Net sales	 $2,046,716	 $2,148,368	 $1,511,224	 $1,664,661	

Operating income	 137,550	 150,168	 63,395	 84,862	

Income (loss) from continuing operations	 23,985	 23,369	 (11,148)	 (10,131)

Net income	  40,781	 40,165	 115,371	 116,388	

Income (loss) per share – basic:						   

	 Continuing operations	 $         0.45	 $         0.44	 $       (0.21)	 $       (0.20)

	 Discontinued operations	 0.31	 0.31	 2.38	 2.38	

	 Net income	 $         0.76	 $         0.75	 $         2.17	 $         2.18	

Income (loss) per share – diluted:						   

	 Continuing operations	 $         0.44	 $         0.43	 $       (0.21)	 $       (0.20)

	 Discontinued operations	 0.31	 0.31	 2.38	 2.38	

	 Net income	 $         0.75	 $         0.74	 $         2.17	 $         2.18	

	 The pro forma information is presented for comparative purposes only and does not purport to be indicative of the Company’s 

actual  consolidated results of operations had the Commercial Envelope acquisition actually been consummated as of the 

beginning of each of the respective periods noted above, or of the Company’s expected future results of operations.

	 ColorGraphics

	 On July 9, 2007, the Company acquired all of the stock of ColorGraphics. ColorGraphics is one of the largest commercial 

printers in the western United States, with approximately $170.0 million in annual revenues prior to its acquisition by the Company. 

ColorGraphics produces high quality annual reports, car books, catalogs and other corporate communication materials. The total 

cash consideration in connection with the ColorGraphics acquisition, excluding assumed debt of approximately $28.6 million, was 

approximately $71.7 million, including approximately $0.9 million of related expenses. The fair values of property, plant and equipment 

and other intangible assets were determined in accordance with a preliminary appraisal. The ColorGraphics acquisition preliminarily  
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resulted in $39.0 million of goodwill (Note 8), of which approximately $2.1 million is deductible for income tax purposes, and which  

was assigned entirely to the Company’s commercial printing segment. The acquired identifiable intangible assets, aggregating 

$22.0 million, include: (1) the ColorGraphics trademark of $18.8 million, which has been assigned an indefinite useful life due 

to the Company’s intention to continue using the ColorGraphics name, and the long operating history, existing customer base 

and significant market position of ColorGraphics; (2) customer relationships of $2.6 million, which are being amortized over their 

estimated weighted average useful lives of 11 years; and (3) a non-compete agreement of $0.6 million which is amortizable over 

its estimated useful life of three years (Note 8). The Company financed the acquisition of ColorGraphics with its existing credit 

facilities (Note 10).

	 ColorGraphics’ results of operations and cash flows have been included in the accompanying consolidated statements 

of operations and cash flows from July 1, 2007, and are not included in 2006 and 2005. Pro forma results for the years ended 

December 31, 2007 and 2006, assuming the acquisition of ColorGraphics had been made on January 1, 2006, have not been 

presented since the effect was not material.

	 Cadmus

	 On March 7, 2007, the Company acquired all of the stock of Cadmus for $24.75 per share, by merging an indirect wholly 

owned subsidiary of Cenveo with and into Cadmus. As a result, Cadmus became an indirect wholly owned subsidiary of Cenveo. 

Following the merger, Cadmus was merged into Cenveo Corporation, a direct wholly owned subsidiary of the Company. 

Cadmus is one of the world’s largest providers of content management and print offerings to scientific, technical and medical 

journal publishers, one of the largest periodicals printers in North America, and a leading provider of specialty packaging and 

promotional printing products, with annual sales of approximately $450.0 million prior to its acquisition by the Company. The total 

cash consideration in connection with the Cadmus acquisition, excluding assumed debt of approximately $210.1 million, was 

approximately $249.3 million, consisting of: (1) $228.9 million in cash for all of the common stock of Cadmus, (2) payments of 

$18.3 million for vested stock options and restricted shares of Cadmus and for change in control provisions in Cadmus’ incentive 

plans and (3) $2.1 million of related expenses. 

	 The common stock of Cadmus, which traded on the NASDAQ Global Market under the symbol “CDMS”, ceased trading 

and was delisted following the acquisition.

	 In connection with the Cadmus acquisition, the Company refinanced its existing indebtedness and $70.1 million of Cadmus 

debt (Note 10).

	 The following table summarizes, on a preliminary basis, the allocation of the purchase price of Cadmus to the assets 

acquired and liabilities assumed in the acquisition and remains subject to finalization:

Preliminary Purchase Price Allocation

	 As of
(in thousands)	 March 7, 2007

Current assets		  $   97,142	

Property, plant and equipment		  136,268	

Goodwill		  230,817	

Other intangible assets		  111,600	

Other assets		  6,856	

	 Total assets acquired		  582,683	

Current liabilities, excluding current portion of long-term debt		  57,989	

Long-term debt, including current maturities		  210,063	

Deferred income taxes		  7,500	

Other liabilities		  57,813	

	 Total liabilities assumed		  333,365	

Net assets acquired		  249,318	

Less cash acquired		  —	

	    Cost of Cadmus acquisition, less cash acquired		  $249,318	
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	 The Cadmus acquisition preliminarily resulted in $230.8 million of goodwill (Note 8), none of which is deductible for income 

tax purposes, and which was assigned entirely to the Company’s commercial printing segment. Such goodwill reflects the 

substantial value of Cadmus’ historically profitable journal, periodicals and specialty packaging printing business. Goodwill also 

reflects the Company’s expectation of being able to grow Cadmus’ business and improve its operating efficiencies through 

economies of scale. The acquired identifiable intangible assets, aggregating $111.6 million, include: (1) the Cadmus trademark of 

$48.0 million, which has been assigned an indefinite life due to its strong brand recognition, the Company’s intention to continue 

using the Cadmus name, the long operating history of Cadmus, its existing customer base and its significant market position, 

and (2) customer relationships of $63.6 million, which are being amortized over their estimated weighted average useful lives of 

approximately 20 years (Note 8). The Company also acquired unfavorable leases of $3.2 million, which are being amortized as a 

reduction to rent expense over their weighted average useful lease term of approximately 11 years. Each of the above amounts, 

including the amounts in the above table, represents the estimated fair value of the respective property, plant and equipment 

and other intangible assets, as determined in accordance with a preliminary appraisal.

	 Cadmus’ results of operations and cash flows have been included in the Company’s consolidated statements of operations 

and cash flows from the March 7, 2007 acquisition date and are not included for the years ended December 31, 2006 and 

2005. 

	 Unaudited Pro Forma Operating Data

	 The following supplemental pro forma consolidated summary operating data of the Company for each of the periods 

presented herein has been prepared by adjusting the historical data as set forth in the accompanying consolidated statements of 

operations to give effect to the Cadmus acquisition as if it had been consummated as of the beginning of each respective year:

	 Years Ended December 31,

	 2007	 2006

(in thousands, except per share amounts) 	 As Reported	 Pro Forma	 As Reported	 Pro Forma

Net sales	 $2,046,716	 $2,128,533	 $1,511,224	 $1,964,395	

Operating income	 137,550	 140,874	 63,395	 70,532	

Income (loss) from continuing operations	 23,985	 19,029	 (11,148)	 (18,854)

Net income	  40,781	 35,825	 115,371	 107,665	

Income (loss) per share – basic:						   

	 Continuing operations	 $         0.45	 $         0.36	 $       (0.21)	 $       (0.36)

	 Discontinued operations	 0.31	 0.31	 2.38	 2.38	

	 Net income	 $         0.76	 $         0.67	 $         2.17	 $         2.02	

Income (loss) per share – diluted:						   

	 Continuing operations	 $         0.44	 $         0.35	 $       (0.21)	 $       (0.36)

	 Discontinued operations	 0.31	 0.31	 2.38	 2.38	

	 Net income	 $         0.75	 $         0.66	 $         2.17	 $         2.02	

	 The pro forma information is presented for comparative purposes only and does not purport to be indicative of the Company’s 

actual consolidated results of operations had the Cadmus acquisition actually been consummated as of the beginning of each of 

the respective periods noted above, or of the Company’s expected future results of operations.

	 Printegra

	 On February 12, 2007, the Company acquired all of the stock of Printegra, with annual sales of approximately $90.0 million 

prior to its acquisition by the Company. Printegra produces printed business communication documents regularly consumed by 

small and large businesses, including laser cut sheets, envelopes, business forms, security documents and labels. The aggregate 

purchase price for Printegra was approximately $78.1 million, which included $0.5 million of related expenses. The fair values 

of property, plant and equipment and other intangible assets were determined in accordance with a preliminary appraisal. The 

Printegra acquisition preliminarily resulted in $37.1 million of goodwill (Note 8), of which approximately $4.4 million is deductible 

for income tax purposes, and which was assigned entirely to the Company’s envelopes, forms and labels segment. The acquired 

identifiable intangible assets, aggregating $27.7 million, include: (1) customer relationships of $21.7 million, which are being  
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amortized over their estimated weighted average useful lives of 25 years; and (2) trademarks of $6.0 million, which are being 

amortized over their estimated weighted average useful lives of approximately 17 years (Note 8).

	 Printegra’s results of operations and cash flows have been included in the accompanying consolidated statements of 

operations and cash flows from the February 12, 2007 acquisition date, and are not included for the years ended December 31, 

2006 and 2005. Pro forma results for the years ended December 31, 2007 and 2006, assuming the acquisition of Printegra had 

been made on January 1, 2006, have not been presented since the effect was not material.

	 Deferred Taxes

	 In connection with the acquisition of Commercial Envelope, the Company recorded a net deferred tax liability of $20.7 

million relating to indefinite lived intangible assets, after considering the release of $21.5 million of existing valuation allowances 

against goodwill recorded. In connection with the acquisition of ColorGraphics, the Company recorded a net deferred tax liability 

of $7.0 million. In connection with the acquisition of Printegra, the Company recorded a net deferred tax liability of $7.4 million 

and released existing valuation allowances of a like amount against goodwill recorded, in accordance with SFAS 109.

	 Liabilities Related to Exit Activities

	 In connection with the above acquisitions, the Company recorded liabilities in the purchase price allocation in connection 

with its preliminary plan to exit certain activities. A summary of the activity recorded for these liabilities is as follows:

	 Lease	 Employee 	
	  Termination	 Separation	 Other Exit
(in thousands)	 Costs	 Costs	 Costs	 Total

Liabilities recorded at January 1, 2007	 $        —	 $       —	 $       —	 $         —

	 Accruals, net	 5,641	 7,056	 1,802	 14,499	

	 Payments	 (2,188)	 (6,561)	 (1,451)	 (10,200)

Balance at December 31, 2007	 $  3,453	 $    495	 $     351	 $   4,299

	 Rx Technology Corporation

	 On July 12, 2006, the Company completed the acquisition of all of the common stock of Rx Label Technology Corporation, 

which had annual sales of approximately $35.0 million prior to its acquisition by the Company, and operates under the name 

Rx Technology Corporation (“Rx Technology”). Rx Technology specializes in providing pharmacies with labels used to dispense 

prescription drugs to consumers. The aggregate purchase price paid for Rx Technology was approximately $49.4 million, which 

included $0.6 million of fees and expenses. The fair values of property, plant and equipment and other intangible assets were 

determined in accordance with appraisals. The Rx Technology acquisition resulted in $29.1 million of goodwill (Note 8), of which 

approximately $8.9 million is deductible for income tax purposes. The other identifiable intangible assets determined by an 

appraisal was $12.9 million of customer relationships which is being amortized over their estimated weighted average useful life 

of 19 years and $0.6 million of patent technology which is being amortized over six years (Note 8). Rx Technology’s operations 

are included within the Company’s envelopes, forms and labels segment results, from the date of acquisition. In connection with 

the acquisition of Rx Technology, the Company recorded a net deferred tax liability of $3.6 million and released existing valuation 

allowances of a like amount against goodwill recorded, in accordance with SFAS 109. 

	 Rex Corporation

	 On December 27, 2007, the Company signed an agreement to acquire 100% of the outstanding stock of Rex Corporation 

(“Rex”). Rex is one of the largest independent manufacturers of premium and high-quality packaging solutions and generated 

annual revenues of approximately $40.0 million for its most recently completed fiscal year. The transaction is expected to be 

completed in March 2008 and currently expected to be funded using the Company’s Revolving Credit Facility.

4. Discontinued Operations

	 On March 31, 2006, the Company sold to the Supremex Income Fund (the “Fund”), all of the shares of Supremex, Inc. and 

certain other assets (“Supremex”), and received cash proceeds of approximately $119.4 million, net of transaction expenses 

and subject to the finalization of a working capital adjustment, and approximately 11.4 million units of the Fund (retaining a  
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36.5% economic and voting interest in the Fund). The March 31, 2006 sale resulted in a pre-tax gain of approximately $124.1 

million in the first quarter of 2006, after the allocation of $55.8 million of goodwill to the business as required by SFAS No. 142, 

Goodwill and Other Intangible Assets. The acquisition agreement pursuant to which the Company sold Supremex on March 

31, 2006 to the Fund contains representations and warranties regarding the business that was sold that are customary for 

transactions of this nature. The acquisition agreement also required the Company to provide specified indemnities (subject to 

agreed-upon limitations) including, without limitation: (i) an indemnity in the event that its representations and warranties in the 

acquisition agreement were inaccurate: (ii) an indemnity regarding certain inquiries by the Canadian Competition Bureau; and (iii) 

an indemnity for certain contingencies. The Company does not believe that the foregoing representations, warranties and related 

indemnities will result in the Company making any material payments to the Fund. 

	 In addition, after the March 31, 2006 closing, in April 2006 the Company received approximately (1) $71.4 million of proceeds 

relating to the March 31, 2006 sale and recorded a pre-tax gain of approximately $1.4 million as a result of the Canadian dollar 

strengthening against the U.S. dollar, and (2) $20.7 million from the sale of 2.5 million units in the Fund relating to an over-

allotment option to the underwriters and recorded a pre-tax gain of approximately $9.3 million, which reduced the Company’s 

economic and voting interest in the Fund to 28.6%. The Company used a significant portion of the above proceeds received to 

repay outstanding debt in March and April 2006.

	 In December 2006, the Company decided to sell its remaining units in the Fund, which it completed in March of 2007 and 

determined it would not have any significant influence over its investment after the sale. Discontinued operations include equity 

income of $6.2 million related to distributions the Company received from the Fund for its retained investment in the Fund 

after the March 31, 2006 sale through December 31, 2006. As a result of the finalization of the working capital adjustment in 

December 2006, the Company recorded an additional pre-tax gain on the sale of $3.5 million and a reduction to the gain on sale 

of $2.7 million as a result of finalization of 2005 tax returns. In 2006, the operating results of the discontinued operations are for 

the period from January 1, 2006 to March 31, 2006, the date of the sale, and includes equity income from April 1, 2006 through 

December 31, 2006. As of December 31, 2006, the Company’s investment in the Fund was $46.2 million, which is classified in 

assets held for sale on the consolidated balance sheet.

 	 On March 13, 2007, the Company sold its remaining 28.6% economic and voting interest in the Fund for $67.2 million 

and recorded a pre-tax gain in 2007 of approximately $25.4 million. Income from discontinued operations for the year ended 

December 31, 2007 includes equity income of $2.2 million related to the Company’s retained interest in the Fund from January 

1, 2007 through the March 13, 2007 date of sale.

	 The following table summarizes certain statement of operations data for discontinued operations:

(in thousands) 	 2007	 2006	 2005

Net sales	 $        — 	 $41,391	  $154,600	 

Operating income	 — 	  8,838	  34,208	 

Other income	 2,065	 —   	 — 	 

Income tax expense	 2,276	  1,373 	 19,948	

Gain on sale of discontinued operations, net of taxes of

	 $8,427 and $22,456 in 2007 and 2006, respectively	 17,007	  113,477	  —	 

Income from discontinued operations, net of taxes	 16,796 	 126,519  	 13,049	 
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	 Reconciliation of net earnings of the Fund to equity income

	 The table below presents a reconciliation of the audited Canadian GAAP net earnings of the Fund for the nine months ended 

December 31, 2006 to the $6.2 million of equity income before withholding taxes reflected in discontinued operations in the 

Company’s consolidated financial statements (in thousands).  The adjustments relate to the difference between the basis of the 

assets in the Fund’s financial statements which were recorded at fair value at the inception of the Fund and the historical cost 

basis of the assets in Cenveo’s consolidated financial statements.

Net earnings of the Fund in Canadian dollars		  $  19,431	

Adjustment to earnings of the Fund resulting from the reversal of fair value adjustments in Canadian dollars:			

	 Amortization of intangibles		  4,232	

      Increased cost of sales on inventory step-up		  4,304	

      Decreased amortization of property, plant and equipment		  (549)	

	 Income tax effect of above adjustments		  (2,492)	

      Income tax recovery from change in tax rates relating to asset revaluations		  (489)	

Net earnings of the Fund adjusted to reflect Cenveo’s carrying value under U.S. GAAP		  $  24,437	

Equity income in the Fund at 28.6% in Canadian dollars		  6,989	

Canadian dollar/U.S. dollar exchange rate		  1.13147	

Equity income in the Fund in U.S. dollars		  $    6,177	

5. Other Divestitures

	 During 2006, the Company sold three small non-strategic commercial printing businesses in Somerville, Massachusetts, 

Bloomfield Hills, Michigan and Memphis, Tennessee for net proceeds of $3.2 million and recorded losses on sale of non-

strategic businesses of $2.0 million.

	 During 2005, the Company sold six small non-strategic businesses, including a fine papers business in Ontario, Canada, a 

mailing supplies business in Dekalb, Illinois, printing operations in Riviera Beach, Florida, Jacksonville, Illinois and Osage Beach, 

Missouri and a jet printing operation in Vancouver, Canada for net proceeds of $8.4 million and recorded losses on sale of non-

strategic businesses of $4.5 million.

	 The following table summarizes the net sales and operating income (loss) of the businesses that were sold for the years 

ended December 31:

(in thousands) 	 2006	 2005	

Net sales	 $9,355	  $43,773	 

Operating (loss) income	 (1,375) 	  345	 

	 The dispositions of these non-strategic businesses have not been accounted for as discontinued operations in the consolidated 

financial statements because the Company has continuing involvement with these entities, migration of cash flows to other 

Cenveo locations has occurred, or the operations are not material.

6. Inventories 

	 Inventories by major category are as follows: 

	 December 31,

(in thousands)	 2007	 2006

Raw materials	 $   71,075	 $  28,030

Work in process	 34,875	 21,285

Finished goods	 56,958	 42,219

		  	 $ 162,908	 $  91,534 
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7. Property, Plant and Equipment 

	 Property, plant and equipment are as follows: 

	 December 31,

(in thousands)	 2007	 2006

Land and land improvements	 $   23,734	 $   13,562

Buildings and improvements	 109,673 	 80,740

Machinery and equipment	 577,763	 437,910

Furniture and fixtures	  12,430 	 10,771

Construction in progress 	  18,664 	 6,974

			  742,264 	 549,957

Accumulated depreciation 	 (313,923)	 (298,854)

			   $ 428,341 	 $ 251,103 

8. Goodwill and Other Intangible Assets 

	 The changes in the carrying amount of goodwill for 2007 and 2006 by reportable segment (Note 19) are as follows:

			  Envelopes, Forms	 Commercial
(in thousands)	 and Labels	 Printing	 Total

Balance as of December 31, 2005	 $218,038	 $ 93,108	 $311,146	

	 Acquisitions	 29,122	 —	 29,122		

	 Dispositions	 (55,739)	 (747)	 (56,486)

	 Reclassified to assets held for sale	 (25,749)	 —	 (25,749)

	 Foreign currency translation	 —	 103	 103	

Balance as of December 31, 2006	 $165,672	 $ 92,464	 $258,136	

	 Acquisitions	 139,353	 271,205	 410,558	

	 Foreign currency translation	 —	 1,108	 1,108	

Balance as of December 31, 2007	 $305,025	 $364,777	 $669,802	

	 Other intangible assets are as follows: 

	 December 31,

	 2007	 2006
			  Gross		  Net	 Gross		  Net
			  Carrying	 Accumulated	 Carrying	 Carrying	 Accumulated	 Carrying
(in thousands)	 Amount	 Amortization	  Amount	 Amount	 Amortization	 Amount

Intangible assets with determinable lives:						    

	 Customer relationships 	 $153,806	 $(22,303)	 $131,503	 $29,906	  $(13,001)	 $16,905 

	 Trademarks and tradenames 	 20,521	  (3,251)	  17,270	  14,551	  (2,487) 	 12,064 

	 Patents 	 3,028	  (1,487)	  1,541	 3,028	   (1,218) 	 1,810

	 Non-compete agreements 	 2,316	  (1,336)	  980	 1,640 	 (1,591) 	 49

	 Other 	 768	  (360)	  408	 768	  (331) 	 437

			  180,439	  (28,737)	  151,702	 49,893	   (18,628) 	 31,265

Intangible assets with indefinite lives: 						    

	 Trademarks 	 118,200	  —	  118,200 	 — 	 —  	 — 

	 Pollution credits 	 720	  —	  720	 720	  —  	 720

		   Total 	 $299,359	  $(28,737)	 $270,622	  $50,613	  $(18,628)	 $31,985

	 As of December 31, 2007, the weighted average remaining amortization period for customer relationships was 18 years, 

trademarks and trade names was 26 years, patents was six years, non-compete agreements was four years and other was 27 

years.	

	 Total pre-tax amortization expense for the five years ending December 31, 2012 is estimated to be as follows: $8.5 million, 

$8.5 million, $8.4 million, $8.2 million and $8.2 million, respectively.
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9. Other Current Liabilities 

	 Other current liabilities are as follows: 

	 December 31,

(in thousands)	 2007	 2006

Accrued customer rebates			   $  19,579	  $ 19,135   

Other accrued liabilities			   59,975	 44,677

			  $  79,554	  $ 63,812	

10. Long-Term Debt 

	 Long-term debt is as follows: 

	 December 31,

(in thousands)	 2007	 2006

Term Loan, due 2013			   $  715,100	 $324,188

77⁄8% Senior Subordinated Notes, due 2013			   320,000	 320,000

83⁄8% Senior Subordinated Notes, due 2014 ($104.1 million outstanding principal amount)	 106,220	  —

Senior Unsecured Loan, due 2015			   175,000	  —

Revolving Credit Facility, due 2012			   91,200	 15,500

95⁄8% Senior Notes, due 2012			   —	  10,498

Other	 37,117	 5,109	

			  1,444,637	  675,295	

Less current maturities	 (18,752) 	 (7,513)

Long-term debt	 $1,425,885	  $667,782	

	 Senior Unsecured Loan 

	 On August 30, 2007, the Company borrowed $175.0 million under a new eight-year unsecured loan facility (the “Senior 

Unsecured Loan”) with a group of lenders. Proceeds from the Senior Unsecured Loan along with borrowings from the Company’s 

$200.0 million six-year revolving credit facility (the “Revolving Credit Facility”) and available cash were used to fund the acquisition 

of Commercial Envelope (Note 3), including retiring certain acquired debt and to pay certain fees and expenses incurred in 

connection with the acquisition. The Senior Unsecured Loan has a floating interest rate based on the London Interbank Offered 

Rate (“LIBOR”) plus an interest rate margin, which margin was 4.5% on December 31, 2007, making the interest rate on that 

date 9.3%. The interest rate margin increases by 0.5% quarterly beginning on January 1, 2008 up to a maximum interest rate of 

11.5%. The Senior Unsecured Loan provides for the conversion by the lenders into senior or senior subordinated exchange notes 

(the “Exchange Notes”) of the Company similar to the existing indenture relating to the Company’s $320.0 million 77⁄8% senior 

subordinated notes due 2013 (the “77⁄8% Notes”) or a substantially similar indenture. If the Senior Unsecured Loan is converted, 

the Exchange Notes will bear a fixed rate of interest based on market conditions at the time of conversion. The Senior Unsecured 

Loan contains covenants, representations, and warranties substantially similar to the Company’s existing $925.0 million senior 

secured credit facilities (the “Amended Credit Facilities”) and includes provisions for an underwriting/purchase agreement and 

a registration rights agreement relating to the resale of the Exchange Notes. The Company capitalized debt issuance costs of 

approximately $4.6 million, which are being amortized over the remaining life of the Senior Unsecured Loan.

	 Term Loans

	 On July 9, 2007, the Company increased the then outstanding balance of its seven-year term loan facility due 2013 (the 

“Term Loan C”) and the delayed-draw term loan facility (collectively with the Term Loan C, the “Term Loans”) that are part of 

the Amended Credit Facilities by borrowing an incremental $100.0 million on the existing financial terms and financial covenants. 

Proceeds from this borrowing along with available cash were used to fund the acquisition of ColorGraphics (Note 3), including 

retiring certain acquired debt and to pay certain fees and expenses incurred in connection with the acquisition. The Company 

capitalized debt issuance costs of approximately $0.3 million, which are being amortized over the remaining life of the Term 

Loans.
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	 2007 Debt Amendment and Refinancing. On March 7, 2007, in connection with the Cadmus acquisition (Note 3), 

the Company amended and refinanced its $525.0 million senior secured credit facilities (the “Credit Facilities”). The Credit 

Facilities, established in June 2006, were comprised of the Revolving Credit Facility and a $325.0 million seven-year term loan 

facility (the “Term Loan B”). The Credit Facilities were amended by increasing the overall borrowing availability from $525.0 

million to $925.0 million to create the Amended Credit Facilities, allowing the Company to: (1) retire the Term Loan B, (2) 

acquire Cadmus, including retiring and extinguishing the Cadmus revolving senior bank credit facility, which had an outstanding 

balance of $70.1 million, using the Revolving Credit Facility and $600.0 million Term Loan C, and (3) retire any and/or all of the 

Cadmus 83⁄8% senior subordinated notes due 2014 (the “83⁄8% Notes”) using a $125.0 million delayed-draw term loan facility. 

Several customary financial covenants within the Amended Credit Facilities, including maximum consolidated leverage ratio 

and minimum consolidated interest coverage ratio, were modified to provide for the incremental funded debt levels and larger 

company operations. The Amended Credit Facilities are secured by substantially all of the Company’s assets. The Company 

capitalized debt issuance costs of approximately $0.9 million, which are being amortized over the remaining life of the Amended 

Credit Facilities. In connection with the Amended Credit Facilities, the Company recorded a loss on early extinguishment of debt 

of $8.4 million, which includes $6.7 million of related fees and the write-off of $1.7 million of unamortized debt issuance costs.

	 2006 Debt Refinancing. On June 21, 2006, the Company entered into a senior secured credit agreement with a syndicate 

of lenders that became the Credit Facilities. The Credit Facilities consisted of the Revolving Credit Facility and the Term Loan B. 

The Credit Facilities were amended in March 2007 to become the Amended Credit Facilities, which helped facilitate the purchase 

of Cadmus.  The Credit Facilities contained customary financial covenants, including maintenance of a maximum consolidated 

leverage ratio and a minimum consolidated interest coverage ratio. Borrowing rates under the Credit Facilities, and now the 

Amended Credit Facilities are determined at the Company’s option at the time of each borrowing and are based on LIBOR or the 

prime rate publicly announced from time to time, in each case plus a specified interest rate margin (see “Interest Rate Swaps”). 

The Credit Facilities were secured by substantially all of the Company’s assets. Proceeds from the Credit Facilities and other 

available cash were used to fund a tender offer and consent solicitation (the “Tender Offer”) for any and all of the $350.0 million 

95⁄8% senior notes due 2012 (the “95⁄8% Notes”), to retire the Company’s then existing senior secured credit facility due 2008 

(which had no amounts outstanding), and for $3.8 million of debt issuance costs, which were written off in 2007 when the Credit 

Facilities became the Amended Credit Facilities.

	 In connection with the debt refinancing in June 2006, the Company incurred a $32.7 million loss on early extinguishment of 

debt related to the Tender Offer and the retirement of the then existing senior secured credit facility, which consisted of Tender 

Offer premiums of $25.2 million, the write-off of previously unamortized deferred financing costs of $6.6 million and Tender 

Offer expenses of $0.9 million.

	 83⁄8% Senior Subordinated Notes

	 On March 5, 2007, the Company commenced a cash tender offer and consent solicitation (the “Cadmus Tender Offer”) for 

any and all of the outstanding 83⁄8% Notes at total consideration equal to 101.5% of outstanding principal plus any accrued and 

unpaid interest thereon for 83⁄8% Notes validly tendered and not withdrawn by March 16, 2007. Interest on the 83⁄8% Notes is 

payable semi-annually on June 15 and December 15 with no required principal payments prior to maturity on June 15, 2014. In 

connection with the acquisition of Cadmus, the Company recorded a $2.8 million increase to the value of the 83⁄8% Notes to 

record them at their fair value (Note 3), which fair value increase is being amortized over the life of the 83⁄8% Notes. 

	 On March 19, 2007, the Company accepted for purchase and paid approximately $20.9 million for the 83⁄8% Notes tendered 

in the Cadmus Tender Offer, using $20.0 million of delayed-draw term loan funding under the Amended Credit Facilities and 

cash on hand. In connection with the 83⁄8% Notes tendered, the Company recorded a loss on early extinguishment of debt of 

approximately $0.3 million, which included $0.8 million of tender premiums and tender-related expenses and the write-off of $0.5 

million of the fair value increase to the 83⁄8% Notes recorded in connection with the Cadmus acquisition. The merger of Cadmus 

into Cenveo was a “change of control” of Cadmus under the 83⁄8% Notes indenture. On March 23, 2007 and in connection with 

the foregoing change of control, the Company extended the scheduled expiration of the Cadmus Tender Offer until April 18, 2007, 

modified the offer to purchase each 83⁄8% Note tendered for a price equal to 101.0% of outstanding principal plus any accrued and 

unpaid interest, and waived certain consent-related conditions (the “Change of Control Offer”). On April 23, 2007, the Company 

settled payment on all 83⁄8% Notes tendered under the Change of Control Offer, and terminated the remaining amount of the 

delayed-draw term loan facility under the Amended Credit Facilities.
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	 Supplemental Indentures 

	 The Company entered into supplemental indentures, dated March 7, 2007, July 9, 2007, August 30, 2007 and November 

7, 2007 to the indenture dated June 15, 2004, among Cadmus, each of the subsidiary guarantors (as defined therein) and U.S. 

Bank National Association (as successor trustee to Wachovia Bank, National Association), as trustee, pursuant to which the 

83⁄8% Notes were issued. These supplemental indentures provide for, among other things, the assumption by the Company 

of the obligations of Cadmus under the 83⁄8% Notes and such indenture and the addition of: (1) other U.S. subsidiaries of the 

Company, (2) ColorGraphics and its subsidiary, (3) Commercial Envelope and its subsidiaries and (4) other Canadian subsidiaries 

of the Company as guarantors of these notes. Simultaneously, the Company entered into supplemental indentures, dated 

March 7, 2007, July 9, 2007 and August 30, 2007 to the indenture dated February 4, 2004 among the Company, the guarantors 

named therein and U.S. Bank National Association, as trustee, pursuant to which the Company’s 77⁄8% Notes were issued. These 

supplemental indentures provide for, among other things, the addition of: (1) the U.S. subsidiaries of Cadmus, (2) ColorGraphics 

and its subsidiary and (3) Commercial Envelope and its subsidiaries as guarantors of the 77⁄8% Notes.

	 7 7⁄8% Notes

	 In January 2004, the Company issued $320.0 million of the 77⁄8% Notes, with semi-annual interest payments due on June 

1 and December 1, and no required principal payments prior to the maturity on December 1, 2013. The Company may redeem 

these notes, in whole or in part, on or after December 1, 2008, at redemption prices from 103.938% to 100%, plus accrued and 

unpaid interest. The debt issuance costs for the Senior Subordinated Notes of $7.2 million are being amortized over the term of 

the notes.

	 9 5⁄8% Notes

	 On May 4, 2007, the Company retired the remaining $10.5 million of its 95⁄8% Notes for 104.813% of the principal amount 

plus accrued interest, which was funded with its Revolving Credit Facility. In connection with the retirement of the 95⁄8% Notes, 

the Company recorded a loss on early extinguishment of debt of $0.5 million, representing premiums paid.

	 On June 23, 2006, the Company completed the Tender Offer for any and all of its $350 million 95⁄8% Notes and extinguished 

approximately $339.5 million in aggregate principal amount (approximately 97% of the outstanding amount) that were tendered 

and accepted for purchase under the terms of the Tender Offer. 

	 Other Debt

	 Other debt of approximately $37.1 million at December 31, 2007, consists primarily of equipment loans assumed in the 

acquisition of Cadmus, ColorGraphics and Commercial Envelope. Of this debt, $21.0 million had variable interest rates with an 

average interest rate of 6.0%, while $16.1 million had an average fixed interest rate of 5.8%. 

	 The aggregate annual maturities for long-term debt are as follows:

(in thousands)	

2008		  $     18,752

2009		   15,073

2010		   13,612

2011		   11,946

2012		   99,956

Thereafter		   1,283,199

 				   $1,442,538



48     CENVEO 2007 CENVEO 2007      49

Notes to Consolidated Financial Statements
(continued)

	 Cash interest payments on long-term debt were $89.2 million in 2007, $68.0 million in 2006 and $68.9 million in 2005.

	 The estimated fair value of the Company’s long-term debt was $1.3 billion and $665.9 million at December 31, 2007 and 

2006, respectively.

	 The Amended Credit Facilities and the Senior Unsecured Loan contain certain restrictions that, among other things and with 

certain exceptions, limit the ability of the Company to incur additional indebtedness, prepay subordinated debt, transfer assets 

outside of the Company, pay dividends or repurchase shares of common stock. The Company is also required to comply with 

maximum consolidated leverage ratio and minimum consolidated interest coverage ratio financial covenants pertaining to the 

Amended Credit Facilities and the Senior Unsecured Loan, as well as provide certain financial information on a quarterly basis, 

including maintaining effective internal controls. 

	 As of December 31, 2007, the Company was in compliance with all covenants under its debt agreements.

	 Interest Rate Swaps

	 The Company enters into interest rate swap agreements to hedge interest rate exposure of notional amounts of its floating 

rate debt. In 2007 and 2006 the Company entered into $375.0 million and $220.0 million, respectively, of such interest rate 

swaps. As of December 31, 2007 and 2006, the Company had $595.0 million and $220.0 million, respectively, of such interest 

rate swaps. The Company’s hedges of interest rate risk were designated and documented at inception as cash flow hedges and 

are evaluated for effectiveness at least quarterly. Effectiveness of the hedges is calculated by comparing the fair value of the 

derivatives to hypothetical derivatives that would be a perfect hedge of floating rate debt. The accounting for gains and losses 

associated with changes in the fair value of cash flow hedges and the effect on the Company’s consolidated financial statements 

will depend on whether the hedge is highly effective in achieving offsetting changes in fair value of cash flows of the liability 

hedged (Note 16). As of December 31, 2007, the Company does not anticipate reclassifying any ineffectiveness into its results of 

operations for the next twelve months.

Notes to Consolidated Financial Statements
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11. Income Taxes 

	 Income (loss) from continuing operations before income taxes for the years ended December 31, was as follows:

(in thousands)	 2007	 2006	 2005

Domestic	 $ 35,712	 $(33,975)	 $(105,403)

Foreign	 (1,827)	  1,689	  (350) 

		  $ 33,885	 $(32,286)	 $(105,753)

	 Income tax expense (benefit) on income (loss) from continuing operations for the years ended December 31, consisted of 

the following:

(in thousands)	 2007	 2006	 2005

Current tax expense (benefit):			 

	 Federal	 $     747	 $    3,082	  $  5,839

	 Foreign	 (1,300)	  247  	 595	

	 State	 1,690	  375	  249	

			  1,137	  3,704  	 6,683

Deferred (benefit) expense:					  

	 Federal	 7,400	  (23,353) 	 31,853

	 Foreign	 (703)	  33  	 (239)	

	 State	 2,066	 (1,522) 	 4,051	

			  8,763 	 (24,842) 	 35,665

Income tax expense (benefit)	 $  9,900	 $(21,138)	 $42,348

	 A reconciliation of the expected tax expense (benefit) based on the federal statutory tax rate to the Company’s actual income 

tax expense (benefit) for the years ended December 31, is summarized as follows: 

(in thousands)	 2007	 2006	 2005

Expected tax expense (benefit) at federal statutory income tax rate	 $11,860	 $(11,300)	 $(37,013)

State and local income tax expense (benefit)	 2,352	 (1,130)	  (3,701)

Change in valuation allowance	 (4,621) 	  (11,593) 	 79,951	

Change in contingency reserves	 299 	 —  	 2,073

Utilization of foreign tax credits, net	 —	 —	  (91)

Non-U.S. tax rate differences	 (478)	  (306) 	 524

Non-deductible expenses	 1,349	 873  	 709	

Non-deductible investment expense	 274	  1,248  	 254	

Expiration of net operating losses	 —	 565  	 516	

Statutory foreign rate change	 (921)	  —  	 —	

Other	 (214) 	  505  	 (874)	

Income tax expense (benefit)	 $  9,900	 $(21,138)	 $ 42,348
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	 Deferred taxes are recorded to give recognition to temporary differences between the tax basis of assets and liabilities and 

their reported amounts in the financial statements. The tax effects of these temporary differences are recorded as deferred tax 

assets and deferred tax liabilities. Deferred tax assets generally represent items that can be used as a tax deduction or credit in 

future years. Deferred tax liabilities generally represent items that have been deducted for tax purposes, but have not yet been 

recorded in the consolidated statements of operations. Valuation allowances are recorded to reduce deferred tax assets when 

it is “not more likely than not” that a tax benefit will be realized. The tax effects of temporary differences that give rise to the 

deferred tax assets and deferred tax liabilities of the Company at December 31, are as follows:

(in thousands)	 2007	 2006

Deferred tax assets:				 

	 Net operating loss carryforwards	 $   85,873	 $  74,094	

	 Capital loss carryback	 3,621	 —	

	 Compensation and benefit related accruals	 32,424	 15,986	

	 Foreign tax credit carryforwards	 16,661	 16,662	

	 Alternative minimum tax credit carryforwards	 8,119	 9,180	

	 Accounts receivable	 3,808	 1,288	

	 Restructuring accruals	 6,539 	 4,769

	 Gain on discontinued operations	 —	  13,879	

	 Accrued tax and interest	 12,128	 —	

	 Other	 9,779	 7,996	

	 Valuation allowance	 (30,780)	  (55,746)

Total deferred tax assets	 148,172 	 88,108	

Deferred tax liabilities:			 

	 Property, plant and equipment	 (68,085)	  (48,697)

	 Goodwill and other intangible assets	 (118,686)	  (26,954)

	 Inventory	 842	 (2,659)

	 Other	 531	 (2,425)

Total deferred tax liabilities	 (185,398)	  (80,735)

Net deferred tax (liability) asset	 $  (37,226) 	 $    7,373

	 The net deferred tax asset (liability) as of December 31, includes the following:

(in thousands)	 2007	 2006

Current deferred tax asset (included in prepaid and other current assets)	 $    17,955	 $   4,070	

Long-term deferred tax asset (included in other assets, net)	 —	 7,659	

Long-term deferred tax liability	 (55,181)	  (4,356)

Total		 $  (37,226)	 $    7,373

	 The Company has federal and state net operating loss carryforwards. The tax effect of these attributes was $85.9 million 

as of December 31, 2007. The Company utilized all of its capital loss carryforwards in 2006. Net operating loss carryforwards of 

$220.7 million will expire in 2023 through 2026, foreign tax credit carryforwards of $16.7 million will expire in 2012 through 2015 

and alternative minimum tax credit carryforwards of $8.1 million do not have an expiration date.

	 The Company assesses the recoverability of its deferred tax assets and, to the extent recoverability does not satisfy the 

“more likely than not” recognition criteria under SFAS 109, records a valuation allowance against its deferred tax assets. The 

Company considered its recent operating results and anticipated future taxable income in assessing the need for its valuation 

allowance. As a result, in the fourth quarter of 2007, the Company adjusted its valuation allowance to reflect the realization of 

deferred tax assets of $4.6 million as reflected in the effective tax rate. In 2006, the Company decreased its valuation allowance 

by approximately $58.1 million, primarily as a result of utilizing its net operating loss carryforwards, principally against the gain on 

sale of Supremex and certain other assets, which is reflected in discontinued operations (Note 4).
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	 During 2005, due to insufficient positive evidence substantiating recoverability, the Company increased its valuation allowance 

against its net U.S. deferred tax assets by $87.1 million, which included $7.1 million relating to the tax benefit from stock-based 

compensation. This resulted from management determining that it would no longer implement prior identified tax planning 

strategies.

	 The remaining portion of the Company’s valuation allowance as of December 31, 2007 will be maintained until there is 

sufficient positive evidence to conclude that it is more likely than not that the remaining deferred tax assets will be realized. 

When sufficient positive evidence exists, the Company’s income tax expense will be reduced by the decrease in its valuation 

allowance. An increase or reversal of the Company’s valuation allowance could have a significant negative or positive impact on 

the Company’s future earnings. 

	 Effective January 1, 2007, the Company adopted Financial Accounting Standards Board (“FASB”) Financial Interpretation 

No. 48, Accounting for Uncertainty in Income Taxes (an interpretation of FASB Statement No. 109) (“FIN 48”). FIN 48 clarifies 

the accounting for uncertainty in income taxes recognized in the financial statements by prescribing a recognition threshold and 

measurement attribute for the financial statement recognition and measurement of a tax position taken or expected to be taken 

on a tax return. As a result of the adoption of FIN 48, the Company did not record an adjustment to its liability for unrecognized 

income tax benefits or retained deficit. Included in the balance of unrecognized tax benefits at December 31, 2007 are $0.4 

million of tax benefits that, if recognized would affect the effective tax rate. Also included in the balance of unrecognized tax 

benefits at December 31, 2007 are tax benefits that, if recognized would result in a decrease to goodwill of $4.5 million and tax 

benefits that, if recognized would result in adjustments of $13.5 million to other tax accounts. The Company does not believe 

that it is reasonably possible that its unrecognized tax benefits will change significantly in the next twelve months. The Company 

recognizes interest accrued related to unrecognized tax benefits and penalties as income tax expense. Related to the uncertain 

tax benefits noted above, the Company accrued penalties of $0.1 million and interest of $1.8 million during 2007 and, in total, as 

of December 31, 2007, has recognized a liability for penalties of $0.4 million and interest of $5.0 million.

	 The Company’s unrecognized tax benefit activity for 2007 was as follows:

Unrecognized tax benefit — January 1, 2007		  $10,748

Gross increases  — tax positions in prior period		  540

Gross decreases — tax positions in prior period		  —

Gross increases  — tax positions in current period		  6,743

Settlements		  —

Lapse of statute of limitations		  —

Unrecognized tax benefit — December 31, 2007		  $18,031

	 The Internal Revenue Service (“IRS”) has reviewed the Company’s federal income tax returns through 2002. The Company’s 

federal income tax returns for tax years after 2003 remain subject to examination by the IRS. The various states in which the 

Company is subject to income tax are generally open for the tax years after 2003. In Canada, the Company remains subject to 

audit for tax years after 2002. The Company does not believe that the outcome of any examination will have a material impact on 

its consolidated financial statements.

	 Net cash payments for income taxes were $3.8 million in 2007, $2.7 million in 2006 and $1.5 million in 2005.

12. Restructuring, Impairment and Other Charges 

	 The Company has two cost savings plans, the 2007 Cost Savings and Integration Plan and the 2005 Cost Savings and 

Restructuring Plan.

	 2007 Cost Savings and Integration Plan

	 The Company has formulated its preliminary cost savings and integration plan related to the 2007 Acquisitions. In connection 

with the implementation of this plan, during 2007, the Company closed an envelope plant in O’Fallon, Missouri, a forms plant in 

Girard, Kansas and commercial printing plants in San Francisco, California, Seattle, Washington and Philadelphia, Pennsylvania and 

reduced headcount by approximately 500 employees. The Company integrated these operations into acquired and other Company 

operations. The following table and discussion present the details of the expenses recognized in the year ended December 31, 

2007 as a result of this plan.
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	 2007 Activity

	 Restructuring and impairment charges for the year ended December 31, 2007 are as follows:

		  Envelopes,	  	
		   Forms and	 Commercial	
(in thousands)		  Labels	 Printing	 Total

Employee separation costs		  $2,381	 $  2,684	 $  5,065

Asset impairments		  3,989	 4,159	 8,148

Equipment moving expenses		  1,389	 1,166	 2,555

Lease termination expenses		  126	 3,773	 3,899

Multi-employer pension withdrawal expenses		  —	 2,092	 2,092

Building clean-up and other expenses		  885	 1,784	 2,669

     Total restructuring and impairment charges		  $8,770	 $15,658	 $24,428

	 Envelopes, Forms and Labels. As a result of the above closures, the envelopes, forms and labels segment recorded 

employee separation costs of $2.4 million related to workforce reductions, asset impairment charges of $4.0 million related 

to equipment taken out of service, equipment moving expenses of $1.4 million for the redeployment of equipment, lease 

termination expenses of $0.1 million and building clean-up and other related expenses of $0.9 million.

	 Commercial Printing. As a result of the above closures, the commercial printing segment recorded employee separation 

costs of $2.7 million related to workforce reductions, asset impairment charges of $4.2 million related to equipment taken out 

of service, equipment moving expenses of $1.2 million for the redeployment of equipment, lease termination expenses of $3.8 

million, a pension withdrawal liability of $2.1 million and building clean-up and other related expenses of $1.8 million.

	 A summary of the activity charged to the restructuring liabilities as a result of the 2007 cost savings and integration plan is 

as follows:

		  Lease	 Employee 	 Pension
		  Termination	 Separation	 Withdrawal
(in thousands)		  Costs	 Costs	 Liabilities	 Total

Balance at December 31, 2006		  $     —	 $       —	 $      —	 $       —

     Accruals, net		  3,899	 5,065	 2,092	 11,056

     Payments		  (317)	 (4,524)	 —	 (4,841)

Balance at December 31, 2007		  $3,582	 $     541	 $2,092	 $  6,215

	
	 2005 Cost Savings and Restructuring Plan

	 In the fourth quarter of 2007, the senior management team of Cenveo completed the implementation of its 2005 cost savings 

and restructuring plan that it initiated in September 2005, including the consolidation of the Company’s purchasing activities and 

manufacturing platform, corporate and field human resources reductions, streamlining information technology infrastructure 

and eliminating all discretionary spending. As a result of these actions, the Company reduced headcount by approximately 100 

employees and closed and consolidated two commercial printing operations in 2007. The following tables and discussion present 

the details of the expenses recognized as a result of this plan in the three years ended December 31, 2007, 2006 and 2005.

	 2007 Activity

	 Restructuring and impairment charges for the year ended December 31, 2007 were as follows:

	 Envelopes,	  	
	  Forms and	 Commercial	
(in thousands)	 Labels	 Printing	 Corporate	 Total

Employee separation costs	 $1,888	 $  2,960	 $251	 $  5,099

Asset impairments, net of gain on sale	  (349)	 4,242	 —	 3,893

Equipment moving expenses	 792	 554	 —	 1,346

Lease termination expenses	 (132)	 1,471	 112	 1,451

Building clean-up and other expenses	 381	 3,394	 94	 3,869

     Total restructuring and impairment charges	 $2,580	 $12,621	 $457	 $15,658
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	 Envelopes, Forms and Labels. The envelopes, forms and labels segment incurred employee separation costs of $1.9 million 

related to workforce reductions, asset impairment charges related to equipment taken out of service, net of gain on sale, of 

$(0.4) million, equipment moving expenses of $0.8 million for the redeployment of equipment, lease termination income of $(0.1) 

million and building clean-up and other expenses of $0.4 million related to locations that were closed in 2006. 

	 Commercial Printing. The commercial printing segment closed plants in Houston, Texas and Indianapolis, Indiana during 

2007 and consolidated certain of their activities into other locations. As a result of these plant closures, the commercial printing 

segment incurred employee separation costs of $3.0 million related to workforce reductions, asset impairment charges of $4.2 

million related to equipment taken out of service, equipment moving expenses of $0.6 million, lease termination expenses of 

$1.5 million and building clean-up and other expenses of $3.4 million. 

	 2006 Activity

	 During 2006, the Company reduced headcount by approximately 900 employees, consolidated seven manufacturing facilities 

and closed three printing operations.

	 Restructuring and impairment charges for the year ended December 31, 2006 are as follows:

	 Envelopes,	  	
	  Forms and	 Commercial	
(in thousands)	 Labels	 Printing	 Corporate	 Total

Employee separation costs	 $  6,746	  $11,663	 $1,438	  $19,847

Asset impairments, net of gain on sale	 2,697	   935	  —  	 3,632

Equipment moving expenses	  4,972	 1,398	   —  	 6,370	

Lease termination expense (income), net	 2,187	  2,104	   (276) 	 4,015	

Building clean-up and other expenses	  1,734	 5,460	   38  	 7,232

     Total restructuring and impairment charges	 $18,336	  $21,560	  $1,200 	 $41,096

	 Envelopes, Forms and Labels. In 2006, the envelopes, forms and labels segment closed plants in Denver, Colorado, 

Chestertown, Maryland, Kankakee, Illinois, Phoenix, Arizona, Terre Haute, Indiana and Atlanta, Georgia and consolidated their 

activities into other plants and closed an office location. As a result of these closures, locations closed in the fourth quarter of 

2005 and cost savings initiatives at other locations, the segment recorded employee separation costs of $6.7 million related to 

workforce reductions, asset impairment charges of $2.7 million, net of the gain on sale of a facility of $1.9 million, and equipment 

moving expenses of $5.0 million for the redeployment of equipment. In addition, the segment recorded lease termination 

expenses of $2.2 million, representing the net present value of costs that were not expected to be recovered over the remaining 

terms of three leased facilities no longer in use and building clean-up and other expenses of $1.7 million. 

	 Commercial Printing. In 2006, the commercial printing segment closed plants in Denver, Colorado, Phoenix, Arizona, 

Cambridge, Maryland, Glen Burnie, Maryland and Fenton, Missouri. As a result of these closures, locations closed in the fourth 

quarter of 2005 and cost savings initiatives at other locations, the segment recorded employee separation costs of $11.7 million 

related to workforce reductions, asset impairment charges of $2.8 million, net of the gain on sale of a facility of $(1.9) million, 

equipment moving expenses of $1.4 million for the redeployment of equipment, lease termination expenses of $2.1 million 

representing the net present value of costs that were not expected to be recovered over the remaining terms of three leased 

facilities no longer in use and building clean-up and other expenses of $5.5 million.

	 Corporate. The Company incurred employee separation costs of $1.4 million and recorded lease termination income of $0.3 

million resulting from adjusting its estimate of the net present value of the cost of the lease that is not expected to be recovered 

over its remaining life, upon subleasing its former corporate headquarters. 

	 2005 Activity

	 The following table and discussion present the details of the expenses recognized in 2005 as a result of new senior 

management’s cost savings plan, as well as, restructuring expenses incurred as a result of programs initiated by the Company prior 

to September 2005. As a result of these actions in 2005, the Company reduced headcount by approximately 1,900 employees, 

consolidated three manufacturing facilities and closed three printing facilities. In addition, the Company incurred charges during  
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2005 related to a special meeting of shareholders and the changes made to the board of directors and management. These 

expenses are also included in the table and the discussion that follow.

	 Restructuring, impairment and other charges for the year ended December 31, 2005 were as follows:

	 Envelopes,	  	
	  Forms and	 Commercial	
(in thousands)	 Labels	 Printing	 Corporate	 Total

Employee separation costs	 $  6,487	  $  9,348	  $10,572	  $26,407

Asset impairments	 5,066	   20,340 	  853  	 26,259

Equipment moving expenses	 338	  454	   —  	 792

Lease termination expenses	 41	  1,586 	 4,124  	 5,751

Multi-employer pension withdrawal expenses	  541	  409 	 —  	 950

Building clean-up and other expenses	 67	 313	   —  	 380

Total restructuring charges	 12,540	  32,450	  15,549 	 60,539

Other charges	 —	  3,917 	 12,798  	 16,715

     Total restructuring, impairment and other charges	 $12,540	 $36,367	  $28,347	  $ 77,254

	 Envelopes, Forms and Labels. The envelopes, forms and labels segment closed plants in Philadelphia, Pennsylvania, 

Eugene, Oregon and Marshall, Texas. As a result of these plant closures, the segment recorded impairment charges of $2.3 

million for equipment taken out of service, employee separation costs of $0.9 million, a pension withdrawal liability of $0.5 million 

and equipment moving expenses of $0.3 million to redeploy equipment.

	 For the plant closures planned in 2006, the segment incurred $0.1 million in employee separation costs, recorded impairment 

charges of $2.8 million related to equipment at these plants that it took out of service in 2006 and equipment moving expenses 

of $0.1 million. The segment incurred employee separation costs of $5.5 million at other locations relating to the Company’s cost 

savings programs.

	 Commercial Printing. The commercial printing segment completed the merger of its two plants in Seattle, Washington 

and its two plants in San Francisco, California, which cost $0.3 million. The segment closed two plants in Atlanta, Georgia and 

a plant in Waterbury, Connecticut and a small operation in Phoenix, Arizona. The segment recorded impairment charges of $3.8 

million for equipment taken out of service or sold for less than its carrying value. Employee separation costs incurred for these 

four plant closures were $1.9 million. The cost incurred to redeploy equipment was $0.4 million. In addition, during 2005, the 

segment ceased use of three leased buildings and recorded lease termination expenses of $1.5 million.

	 For the planned plant closures in 2006, the segment recorded impairment charges of $12.5 million related to the equipment at 

the plants that it took out of service or sold in 2006. The segment incurred withdrawal liabilities of $0.4 million from several multi-

employer pension plans in 2005 and employee separation costs of $7.4 million at other locations relating to the Company’s cost 

savings programs. In addition, new senior management terminated the implementation of a segment wide information system, for 

which a portion of the investment and other related information technology projects of $3.9 million was written-off. Other charges 

recorded by the segment include the settlement of a legal matter and the cost of legal matters that were settled in 2006.

	 Corporate. In 2005, the Company made significant changes to its corporate management team and staff and moved its 

corporate headquarters from Denver, Colorado to Stamford, Connecticut. As a result, the Company incurred employee separation 

costs of $10.6 million. In addition, in December 2005, the Company ceased use of office space in Denver and recorded a $4.1 

million charge representing the net present value of the cost of the lease that was not expected to be recovered over its 

remaining term and a $0.9 million charge for the net book value of leasehold improvements and furniture and fixtures.

	 Other charges include the following:

	 • �In April 2005, the Company engaged an investment banking firm as a financial advisor to assist the then current board of 

directors in its evaluation of the Company’s strategic alternatives and incurred fees of $3.2 million.

	 • �Legal and other fees incurred in connection with the special meeting of shareholders of $4.9 million.

	 • �In January 2005, the Company’s Chief Executive Officer resigned and the cost incurred as a result of this resignation was 

$2.1 million.

	 • �Under the Company’s Long-Term Incentive Plan, the change in the board of directors in September 2005 constituted a 

change of control and accelerated the vesting of the restricted stock issued to certain executives. The compensation 

expense recognized by the Company as a result of the vesting of this restricted stock was $2.6 million.
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	 A summary of the activity charged to the restructuring liabilities as a result of the 2005 cost savings and restructuring plan is 

as follows:

		  Lease	 Employee 	 Pension
		  Termination	 Separation	 Withdrawal
(in thousands)		  Costs	 Costs	 Liabilities	 Total

Balance at December 31, 2005		  $ 6,067	  $   3,734	  $   950	  $ 10,751

     Accruals, net		   4,015	   19,847	  —   	 23,862

     Payments		   (4,541)	  (22,154)	  (308)	  (27,003)

Balance at December 31, 2006		  5,541	  1,427	 642 	  7,610

     Accruals, net		   1,451	 5,099	  — 	  6,550	

     Payments		   (3,099)	  (4,463)	  (345) 	  (7,907)

Balance at December 31, 2007		  $ 3,893	  $   2,063	  $   297	  $   6,253

	
13. Stock-Based Compensation

	 The Company’s 2007 Long-Term Equity Incentive Plan (the “2007 Plan”) was approved in May 2007 and authorizes the 

issuance of 2,000,000 shares of the Company’s common stock, no more than 1,500,000 of which may be issued with respect 

to restricted shares, restricted share units (“RSUs”) or other stock-based awards. Any shares not used for these awards may be 

used for awards of stock options and stock appreciation rights. In addition, the plan authorizes cash performance awards. Upon 

approval of the 2007 Plan, the Company ceased making awards under its prior equity plans, including the Company’s 2001 Long-

Term Equity Incentive Plan. Unused shares previously authorized under prior plans have been rolled over into the 2007 Plan and 

increased the total number of shares authorized for issuance under the 2007 Plan by approximately 916,000 as of December 31, 

2007.

	 The Company’s outstanding unvested stock options have maximum contractual terms of up to ten years, principally vest 

ratably over four years and were granted at exercise prices equal to the market price of the Company’s common stock on 

the date of grant. The Company’s outstanding stock options are exercisable into shares of the Company’s common stock. The 

Company’s outstanding restricted shares vest ratably over four years. The Company has no outstanding stock appreciation 

rights. The Company’s outstanding RSUs principally vest ratably over four years. Upon vesting, RSUs convert into shares of the 

Company’s common stock. The Company currently issues authorized shares of common stock upon vesting of restricted shares 

or exercise of other equity awards.

	 Effective with the adoption of SFAS 123(R) on January 1, 2006, the Company measures the cost of employee services 

received in exchange for an award of equity instruments, including grants of employee stock options, restricted stock and 

restricted share units, based on the fair value of the award at the date of grant rather than its intrinsic value, the method the 

Company previously used in 2005 and prior. The Company is using the modified prospective application method under SFAS 

123(R) and has elected not to use the retrospective application method. Thus, amortization of the fair value of all nonvested grants 

as of January 1, 2006, as determined under the previous pro forma disclosure provisions of SFAS 123, except as adjusted for 

estimated forfeitures, is included in the Company’s results of operations commencing January 1, 2006, and prior periods have not 

been restated. As required under SFAS 123(R), the Company reversed the unearned compensation component of shareholders’ 

deficit with an equal offsetting reduction of paid-in capital as of January 1, 2006 and is now increasing paid-in capital for share-

based compensation costs recognized during the period. Additionally, effective with the adoption of SFAS 123(R), the Company 

recognizes share-based compensation expense net of estimated forfeitures, rather than as forfeitures occur as presented under 

the previous pro forma disclosure provisions of SFAS 123 subsequently set forth in this footnote. Employee stock compensation 

grants or grants modified, repurchased or cancelled on or after January 1, 2006 are valued in accordance with SFAS 123(R). 

Under SFAS 123(R), the Company has chosen (1) the Black-Scholes-Merton option pricing model (the “Black-Scholes Model”) 

for purposes of determining the fair value of stock options granted commencing January 1, 2006 and (2) to continue recognizing 

compensation costs ratably over the requisite service period for each separately vesting portion of the award.
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	 Total share-based compensation expense recognized in selling, general and administrative expenses in the Company’s 

consolidated statements of operations was $10.3 million, $6.0 million and $2.5 million for the years ended December 31, 2007, 

2006 and 2005, respectively. Total share-based compensation expense recognized in restructuring, impairment and other charges 

in the Company’s consolidated statements of operations was $2.7 million in 2005.

	 As a result of adopting SFAS 123(R) on January 1, 2006, the Company’s income from continuing operations before income 

taxes and net income in 2006 was $3.3 million lower than if it had continued to account for share-based compensation under 

Accounting Principles Board Opinion 25 (“APB 25”). Basic and diluted income per share in 2006 was $0.06 lower than if the 

Company had to account for share-based compensation under APB 25. Net cash used in operating and financing activities in 

2006 were the same as if the Company had continued to account for share-based compensation under APB 25.

	 As of December 31, 2007, there was approximately $36.9 million of total unrecognized compensation cost related to unvested 

share-based compensation grants, which is expected to be amortized over a weighted-average period of 2.0 years. 

	 Stock Options 

	 A summary of the Company’s outstanding stock options as of and for the year ended December 31, 2007 is as follows:

			   Weighted
		  Weighted	 Average	 Aggregate
		  Average	 Remaining	 Intrinsic
		  Exercise	 Contractual Term	 Value(A)

	 Options	 Price	 (In Years)	 (in thousands)

Outstanding at January 1, 2007	 3,326,780	 $  14.71			 

Granted	 780,000	 17.89			 

Exercised	 (34,175)	 8.92		  $       463

Forfeited	 (222,625)	 18.84		

Outstanding at December 31, 2007	 3,849,980	 15.14	 4.8	 $   13,661

Exercisable at December 31, 2007	 1,316,855	 12.71	 4.5	 $    7,503
(A)	� Intrinsic value for purposes of this table represents the amount by which the fair value of the underlying stock, based on 

the respective market prices at December 31, 2007 or, if exercised, the exercise dates, exceeds the exercise prices of the 

respective options.

	 A summary of the Company’s outstanding stock options as of and for the year ended December 31, 2006 is as follows:

			   Weighted
		  Weighted	 Average	 Aggregate
		  Average	 Remaining	 Intrinsic
		  Exercise	 Contractual Term	 Value(A)

	 Options	 Price	 (In Years)	 (in thousands)

Outstanding at January 1, 2006	 2,365,961	 $  8.95			 

Granted	 1,570,000	 20.55			 

Exercised	 (329,814)	 6.03		  $     3,479

Forfeited	 (279,367)	 8.99		

Outstanding at December 31, 2006	 3,326,780	 14.71	 5.7	 $   21,589

Exercisable at December 31, 2006	 549,280	 9.32	 5.4	 $     6,529
(A)	� Intrinsic value for purposes of this table represents the amount by which the fair value of the underlying stock, based on 

the respective market prices at December 31, 2006 or, if exercised, the exercise dates, exceeds the exercise prices of the 

respective options.

Notes to Consolidated Financial Statements
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	 The following table summarizes the activity of stock options for the year ended December 31, 2005:

				    Weighted
				    Average
				    Exercise
			   Options	 Price

Options outstanding at beginning of year		   	 6,868,100	  $5.55

Granted		   	 2,308,000	  9.17

Exercised		   	 (4,661,854)	  4.82

Expired/cancelled		   	 (2,148,285)	  7.06

Options outstanding at December 31, 2005		   	 2,365,961	  8.97

Options exercisable at December 31, 2005		   	 535,961	  6.83

	 The total intrinsic value of stock options exercised during 2005 was approximately $19.5 million. 

	 The weighted-average grant date fair value of stock options granted during the three years ended December 31, 2007, at 

exercise prices equal to the market price of the stock on the grant dates, as calculated under the Black-Scholes Model with the 

weighted-average assumptions are as follows:

			  2007	 2006	 2005

Weighted average fair value of option grants during the year	 $   6.31	 $   9.56	 $   5.08

Assumptions:					   

	 Expected option life in years	 4.25	 4.27	 4.81	     

	 Risk-free interest rate	   4.05%	  4.75%	 4.40%

	 Expected volatility	 0.363%	 0.516%	 0.624%

	 Expected dividend yield	 0.0%	 0.0%	 0.0%

	 The risk-free interest rate represents the U.S. Treasury Bond constant maturity yield approximating the expected option life 

of stock options granted during the period. The expected option life represents the period of time that the stock options granted 

during the period are expected to be outstanding, based on the mid-point between the vesting date and contractual expiration 

date of the option. The expected volatility is based on the historical market price volatility of the Company’s common stock for 

the expected term of the options, adjusted for expected mean reversion.

	 Restricted Shares and RSUs

	 A summary of the Company’s nonvested restricted shares and RSUs as of and for the three years ended December 31, 2007 

is as follows:

		  Weighted		  Weighted
		  Average		  Average
	 Restricted 	 Grant Date		  Grant Date
	 Shares	 Fair Value	 RSUs	 Fair Value

Outstanding at January 1, 2005	 932,788	   $4.40	  —  	 —

Granted	 485,680	  8.47	  236,600 	 $9.69	

Vested	  (739,449)	  5.48	 —  	 —

Forfeited	  (479,019)	  4.72	  — 	 —

Outstanding at December 31, 2005	 200,000	  9.52	  236,600 	 9.69	

Granted	 —	  —	  532,150  	 20.55	

Vested	  (50,000)	  9.52	  (141,600) 	 9.81

Forfeited	 —	  —	  (20,000) 	 9.52

Outstanding at December 31, 2006	 150,000	  9.52	  607,150 	 19.19	

Granted	 —	  —	  761,750  	 17.89	

Vested	   (50,000)	  9.52	 (173,900) 	 20.55	

Forfeited	 —	 —	 (62,850) 	 18.97

Outstanding at December 31, 2007	 100,000	 9.52	 1,132,150 	 18.36
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	 The total fair value of restricted shares and RSUs which vested during 2007 was $0.9 million and $3.1 million, respectively, 

as of the respective vesting dates. The total fair value of restricted shares and RSUs which vested during 2006 was $1.0 million 

and $2.9 million, respectively, as of the respective vesting dates.

	 2005 Pro Forma Information

	 The accompanying consolidated statements of operations for 2005 were not restated since the Company elected not to use 

the retrospective application method under SFAS 123(R). A summary of the effect on net loss and net loss per share for 2005 

as if the Company had applied the fair value recognition provisions of SFAS 123 to share-based compensation for all outstanding 

and nonvested stock options (calculated using the Black-Scholes Model) and restricted shares is as follows:

(in thousands, except per share data)	 	 2005

Net loss as reported		  $135,052	

Reversal of share-based compensation expense determined

	 under the intrinsic value method included in net loss, net of taxes		   (2,505) 

Recognition of share-based compensation expense determined

	 under the fair value method, net of taxes		   8,962	

Pro forma net loss		  $141,509	

Net loss per share—basic and diluted:	  	  	 

	 As reported		  $      2.70	

	 Pro forma		  $      2.83	

	 Under the Plan, the change in the Company’s board of directors on September 12, 2005, triggered the change of control 

provision of the Plan. Accordingly, all outstanding stock options and restricted stock vested on September 12, 2005. The amount 

of stock-based compensation expense reflected in the pro forma calculation of net loss per share for 2005 is primarily the result 

of the acceleration in the vesting of the outstanding stock options and restricted stock.

	 The Black-Scholes Model has limitations on its effectiveness including that it was developed for use in estimating the fair 

value of traded options which have no vesting restrictions and are fully transferable and that the model requires the use of 

parameters, such as stock price volatility that must be estimated from historical data. The Company’s stock option awards to 

employees have characteristics significantly different from those of traded options and parameter estimation methodologies can 

materially affect fair value estimates.

	 In November 2005, the FASB issued FASB Staff Position (“FSP”), No. 123(R)-3, Transition Election Related to Accounting for 

the Tax Effects of Share-Based Payment Awards. FSP No. 123(R)-3 provides an elective alternative method that establishes a 

computational component to arrive at the beginning balance of the paid-in capital pool related to employee compensation and a 

simplified method to determine the subsequent impact on the paid-in capital pool of employee awards that are fully vested and 

outstanding upon the adoption of SFAS 123(R). This election is not available for adoption until January 1, 2007. The Company has 

determined not to use the alternative method.

Notes to Consolidated Financial Statements
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14. Retirement Plans 

	 Savings Plan. The Company sponsors a defined contribution plan to provide substantially all U.S. salaried and certain hourly 

employees an opportunity to accumulate personal funds for their retirement. In 2007 and 2006, the Company only matched 

certain union employee’s voluntary contributions and contributions required under the purchase agreements related to the 2007 

Acquisitions. In 2005, the Company matched a certain percentage of each employee’s voluntary contribution. All contributions 

made by the Company were made in cash and allocated pro-rata to the funds selected by the employee. Company contributions 

to the plan were approximately $1.1 million in 2007, $0.4 million in 2006 and $6.0 million in 2005. The plan held 2,024,442 shares 

of the Company’s common stock at December 31, 2007.

	 Pension Plans. The Company currently maintains pension plans for certain of its employees in the U.S. under collective 

bargaining agreements with unions representing these employees. The Company expects to continue to fund these plans based 

on governmental requirements, amounts deductible for income tax purposes and as needed to ensure that plan assets are 

sufficient to satisfy plan liabilities.

	 In connection with the acquisition of Cadmus, the Company assumed certain defined benefit pension plans, including 

participation in one multi-employer retirement plan that provides defined benefits to associates covered by two collective 

bargaining agreements. The defined benefit plans provide benefit payments using formulas based on an associate’s compensation 

and length of service, or stated amounts for each year of service. Prior to the Company’s acquisition of Cadmus, the benefits 

under the Cadmus pension plans, except for one plan, were frozen to mitigate the volatility in pension expense and required cash 

contributions expected in future years. The Cadmus pension plans were under-funded by approximately $37.5 million as of the 

acquisition date (Note 3).

	 Supplemental Executive Retirement Plans. As a result of an acquisition in 2000 and the acquisition of Cadmus in 2007, 

the Company assumed responsibility for supplemental executive retirement plans (“SERP”), which provide benefits to certain 

former directors and executives. For accounting purposes, these plans are unfunded; however, the predecessor company had 

purchased annuities, which are included in other assets, net in the consolidated balance sheets. These annuities cover a portion 

of the liability to the participants in these plans and the income from the annuities offsets a portion of the cost of the plans.

	 Other Postretirement Plans. Cadmus also maintained separate postretirement benefit plans (medical and life insurance 

(“OPEB”)) for certain of its former associates. Certain Cadmus associates are eligible for retiree medical coverage for themselves 

and their spouses if they retire on or after reaching age 55 with ten or more years of service. Benefits differ depending upon the 

date of retirement. The Cadmus postretirement plans were under-funded by approximately $2.7 million as of the acquisition date 

(Note 3). 

	 In September 2006, the FASB issued SFAS 158. This standard requires an employer to: (i) recognize in its statement of 

financial position an asset for a plan’s overfunded status or a liability for a plan’s underfunded status; (ii) measure a plan’s assets 

and its obligations that determine its funded status as of the end of the employer’s fiscal year (with limited exceptions); and (iii) 

recognize changes in the funded status of a defined benefit postretirement plan in the year in which the changes occur. These 

changes will be reported in accumulated other comprehensive income. For the Company, the requirement to recognize the 

funded status of its benefit plans and the disclosure requirements became effective as of December 31, 2006. The Company’s 

current measurement date is the date of its fiscal year end; therefore, the measurement date requirement under SFAS 158 

had no impact on the Company. In 2007, the Company has recognized changes in the funded status, which occurs through 

accumulated other comprehensive income on its consolidated balance sheet.
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	 The effect of applying SFAS 158 on the accompanying consolidated balance sheet as of December 31, 2006, was:

	 Before Application	 Effect of Applying	 After Application
(in thousands)	 of SFAS 158	 SFAS 158	 of SFAS 158

Other assets, net	 $  34,327	  $  (42)	 $  34,285

Total assets	 999,934	  (42) 	 999,892

Other liabilities	 41,145	   405  	 41,550

Accumulated other comprehensive income	 3,111 	 (363) 	 2,748

Total shareholders’ equity (deficit)	 58,820 	 (363) 	 58,457

Total liabilities and shareholders’ equity (deficit)	 999,934	   (42) 	 999,892

	 The following table sets forth the financial status of the Company’s U.S. pension plans and the SERP including plans acquired 

as a result of the acquisition of Cadmus, and the amounts recognized in the consolidated balance sheets as of December 31, 

2007 and 2006.

	 Pension Plans	 SERPs	 OPEB

(in thousands)	 2007	 2006	 2007	 2006	 2007

Change in projected benefit obligation:	  	  	  	  

	 Benefit obligation at beginning of year	 $   11,531	 $11,888	  $   8,463	 $  8,023	 $        —	

	 Projected benefit obligation assumed from

	   acquisitions	 141,970	 —	  9,206	  — 	 2,641	

	 Service cost	 413	 169	 —	  — 	 —	

	 Interest cost	 7,605	 668	  1,002	  1,393 	 124	

	 Participant contributions	 —	 —	  —	  — 	 —	

	 Actuarial (gain) loss	 342	  (559)	  760	 — 	 (99)

	 Foreign currency translation	 —	 —	 —	  — 	 —	

	 Benefits paid	 (6,068)	  (635)	  (2,216)	  (953) 	 (241)

          Benefit obligation at end of year	 $155,793	 $11,531	  $  17,215	  $   8,463	 $   2,425	

Change in plan assets:	  	  	  	  	  	 	

	 Fair value of plan assets at beginning of year	 $    9,522	 $8,596	  $        —	 $        —	 $        —	

	 Fair value of plan assets assumed from

	   acquisitions	 113,701	 —	  —	  — 	 —	

	 Actual return on plan assets	 7,056	 1,022	 — 	 — 	 —	

	 Participant contributions	 —	 —	  — 	 — 	 —	

	 Employer contributions	 8,778	 539	  2,216	   — 	 241	

	 Foreign currency translation	 —	 —	  —	   — 	 —	

	 Benefits paid	 (6,068)	  (635)	  (2,216) 	  — 	 (241)

          Fair value of plan assets at end of year	  132,989	  9,522	  —	   — 	 —	

          Funded status	 $(22,804)	 $(2,009)	 $(17,215)	 $(8,463)	 $(2,425)

Amounts recognized in accumulated other  

	 comprehensive loss:	  	  	  	  	  

	 Net actuarial loss	 $    4,720	 $(3,320)	 $      760	 $        —	 $     (99)

	 Prior service cost	 26	  (34)	 —	  — 	 —	

          Total	 $     4,746	 $(3,354)	 $      760	 $        —	 $     (99)

Amounts recognized in the consolidated  

	 balance sheets:							    

	 Other assets	 $         —	 $       —	 $        —	 $        —	 $        —	

	 Total assets	 —	 —	 — 	 — 	 —	

	 Current liabilities	 —	 —	 1,940	  985 	 287	

	 Long-term liabilities	 22,804	 2,009	 15,275	  7,478 	 2,138	

          Total liabilities	 $  22,804	 $  2,009	 $  17,215	 $  8,463	 $  2,425	

Notes to Consolidated Financial Statements
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	 The components of the net periodic pension expense for the U.S. pension, SERP and OPEB plans for the years ended 

December 31, was as follows:

(in thousands)		  2007	 2006	 2005 

Service cost	 $     413	 $   169 	 $   173	 

Interest cost on projected benefit obligation	 8,731	  2,061  	 1,196	 

Expected return on plan assets	  (8,339)	  (703) 	 (710)

Net amortization and deferral	 8	   8  	 8	 

Recognized actuarial loss		  224	  267  	 200	 

Net periodic pension expense	 $  1,037	 $1,802	  $   867	 

	 The assumptions used in computing the net pension expense and the funded status were as follows:

			  2007	 2006	 2005

Weighted average discount rate	 6.00%	 6.00% 	 5.50-5.75%

Expected long-term rate of return on assets	 8.00%	 8.00% 	 8.00%

Rate of compensation increase	 4.00%	 4.00% 	 3.50-4.00%

	 The discount rate assumption used to determine the Company’s pension obligations at December 31, 2007 takes into 

account the cash flow benefit and the yields on high-quality corporate bonds that would be available to provide for the payment 

of the cash flow benefit. The ultimate rate is developed by calculating the weighted average duration of the benefit liabilities and 

matching that to the average yield as of December 31, 2007 on corporate Aa-rated bonds with the same duration.

	 The discount rate assumption used to determine the Company’s pension obligations at December 31, 2006, was based 

on a yield curve, with the result rounded to the nearest 0.25%. The yield curve was designed to provide a means to value the 

obligations of pension plans or postretirement benefit plans. The yield curve is a hypothetical double-A yield curve represented by 

a series of annualized individual discount rates. Each bond issue underlying the yield curve is required to have a credit rating of Aa 

or better by Moody’s Investor Service, Inc. or a credit rating of AA or better by Standard & Poor’s. The discount rate assumptions 

for the pension expenses in 2006 and the obligations at December 31, 2006 and 2005 were also based on the yield curve.

	 The expected long-term rate of return on plan assets of 8.0% is based on historical returns and the expectations for future 

returns for each asset class in which plan assets are invested as well as the target asset allocation of the investments of the plan 

assets.

	 The range of asset allocations and the target allocations for the investments as of December 31, were as follows:

			  U.S. Plans

				   2007	 2006	 Target

Equity securities	  56-75%	  67% 	 68%

Debt securities, including cash	  14-35%	  27% 	 27%

Real estate	  4-11%	 6% 	 5%

 		  	 100%	  100% 	 100%

	 The Company’s investment objective is to maximize the long-term return on the pension plan assets within prudent levels 

of risk. Investments are diversified with a blend of equity and fixed income securities. Equity investments are diversified by 

including U.S. and non-U.S. stocks, growth stocks, value stocks and stocks of large and small companies.
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	 The projected benefit obligation, accumulated benefit obligation and fair value of plan assets for the plans with accumulated 

benefit obligations in excess of plan assets as of December 31, were as follows:

			  U.S. Plans

(in thousands)			   2007	 2006

Projected benefit obligation		  $173,008 	 $11,531

Accumulated benefit obligation		   172,365 	 11,202

Fair value of plan assets		   132,989  	 9,522

	 The Company expects to contribute approximately $10.0 million to its pension plans and approximately $1.0 million to its 

SERP plans in 2008.

	 The estimated pension benefit payments expected to be paid by the pension plans and the estimated SERP and OPEB 

payments expected to be paid by the Company for the years 2008 through 2012, and in the aggregate for the years 2013 through 

2017, are as follows:

(in thousands)	 Pension Plans	 SERP	 OPEB

2008	 $  8,036	  $1,895	 $295

2009	 8,331	   1,869 	     276

2010	  8,481	  1,729 	    260

2011	  8,621	  1,656 	     242

2012	  8,924	  1,751 	     224

2013 – 2017	 48,150	   7,028 	     928

	 Certain other U.S. employees are included in multi-employer pension plans to which the Company makes contributions 

in accordance with contractual union agreements. Such contributions are made on a monthly basis in accordance with the 

requirements of the plans and the actuarial computations and assumptions of the administrators of the plans. Contributions to 

multi-employer plans were $3.7 million in 2007, $3.1 million in 2006 and $3.2 million in 2005. In 2007 and 2005, the Company 

recorded withdrawal liabilities of $2.1 million and $1.0 million, respectively, from certain multi-employer pension plans that were 

incurred in connection with its restructuring program (Note 12).

15. Commitments and Contingencies

	 Leases. The Company leases buildings and equipment under operating lease agreements expiring at various dates through 

2018 (Note 12). Certain leases include renewal and purchase options. As of December 31, 2007, future minimum annual payments 

under non-cancelable lease agreements with original terms in excess of one year were as follows:

(in thousands)	

2008				    $  34,944	

2009				    27,555	

2010			    	 21,251

2011			    	 16,613

2012			    	 12,833

Thereafter		   		  33,514

	 Total				    $146,710

	 Aggregate future minimum rentals to be received under non-cancelable subleases as of December 31, 2007 are approximately 

$0.3 million.

Notes to Consolidated Financial Statements
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	 Rent expense was $43.4 million in 2007, $36.1 million in 2006 and $39.3 million in 2005.

	 Concentrations of Credit Risk. The Company has limited concentrations of credit risk with respect to financial instruments. 

Temporary cash investments and other investments are placed with high credit quality institutions, and concentrations within 

accounts receivable are generally limited due to the Company’s customer base and its dispersion across different industries and 

geographic areas.

	 Letters of Credit. As of December 31, 2007, the Company had outstanding letters of credit of approximately $24.6 million 

and a de minimis amount of surety bonds related to performance and payment guarantees. Based on the Company’s experience 

with these arrangements, it does not believe that any obligations that may arise will be significant.

	 Litigation. The Company is party to various legal actions that are ordinary and incidental to its business. While the outcome 

of pending legal actions cannot be predicted with certainty, management believes the outcome of these various proceedings will 

not have a material adverse effect on the Company’s consolidated financial condition or results of operations (Note 12).

	 Tax Audits. The Company’s income, sales and use, and other tax returns are routinely subject to audit by various authorities. 

The Company believes that the resolution of any matters raised during such audits will not have a material adverse effect on the 

Company’s financial position or its results of operations (Note 11).

16. Accumulated Other Comprehensive Income

	 Accumulated other comprehensive (loss) income was as follows:

	 December 31, 

(in thousands)	 2007	 2006

Currency translation adjustments	 $       8,595	 $ 7,945

Unrealized loss on cash flow hedges, net of tax benefit of $4,986	 (10,772)	 (2,992)

Pension liability adjustments, net of tax expense of $1,294	 (4,336)	 (2,205)

Accumulated other comprehensive (loss) income	 $    (6,513)	 $ 2,748

	 As of December 31, 2007, the Company had a liability of $15.8 million relating to the unrealized loss on cash flow hedges 

which is included in other liabilities in the consolidated balance sheet (Note 10). In connection with the sale of its remaining 

investment in the Fund on March 13, 2007 (Note 4), the Company reclassified $5.5 million of currency translation adjustment 

into discontinued operations from other comprehensive income. In connection with the sale of Supremex in 2006, the Company 

reclassified into discontinued operations from other comprehensive income $6.0 million of a minimum pension liability adjustment 

and $16.0 million of currency translation adjustment.

17. Income (Loss) Per Share 

	 Basic income (loss) per share is computed based upon the weighted average number of common shares outstanding for 

the period. Diluted income (loss) per share reflects the potential dilution that could occur if options, restricted stock and RSUs 

(“equity awards”) to issue common stock were exercised under the treasury stock method. The only Company securities as 

of December 31, 2007 that could dilute basic income per share for periods subsequent to December 31, 2007, that were not 

included in the computation of diluted earnings per share are (1) outstanding stock options which are exercisable into 3,054,084 

shares of the Company’s common stock and (2) 966,994 shares of restricted stock and RSUs.
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	 The following table sets forth the computation of basic and diluted income (loss) per share for the years ended December 31:

 
(in thousands, except per share data)	 2007	 2006	 2005

Numerator for basic and diluted income (loss) per share:	  		   	 	

	 Income (loss) from continuing operations	 $23,985	 $(11,148)	 $ (148,101)

	 Income from discontinued operations, net of taxes	 16,796	  126,519  	 13,049	 

	 Net income (loss)	 $40,781	 $115,371	  $(135,052)

Denominator weighted average common shares outstanding:	  		   	 	

	 Basic shares	 53,584	  53,288  	 50,038	 

          Dilutive effect of equity awards	 1,061	  —  	 —	 

	 Diluted shares	 54,645	  53,288  	 50,038	 

Income (loss) per share – basic:	  		   	 	

	 Continuing operations	 $    0.45	 $    (0.21)	 $      (2.96)

	 Discontinued operations	 0.31	  2.38  	 0.26	 

	 Net income (loss)	 $    0.76	 $      2.17	  $      (2.70)

Income (loss) per share - diluted:	  		   	 	

	 Continuing operations	 $    0.44	 $   (0.21)	 $      (2.96)

	 Discontinued operations	 0.31	 2.38  	 0.26	 

	 Net income (loss)	 $    0.75	 $      2.17	  $      (2.70)

18. Related Party Transactions

	 In 2005, a group of shareholders called for a special meeting of shareholders to elect a new board of directors. On September 

9, 2005, the shareholder group and the board of directors of the Company reached an agreement pursuant to which the board 

of directors was reconstituted and a new Chairman and Chief Executive Officer was appointed effective September 12, 2005. 

In 2005, the Company reimbursed Burton Capital Management, LLC $0.8 million for expenses incurred in its efforts to elect a 

new board of directors. The Company’s Chairman and Chief Executive Officer is also the Chairman, Chief Executive Officer and 

Managing Member of Burton Capital Management, LLC.

19. Segment Information 

	 The Company operates in two segments: the envelopes, forms and labels segment and the commercial printing segment. 

The envelopes, forms and labels segment specializes in the design, manufacturing and printing of: (1) custom and direct mail 

envelopes developed for the advertising, billing and remittance needs of a variety of customers, including financial services 

companies; (2) custom labels and specialty forms sold through an extensive network of resale distributors for industries including 

food and beverage, manufacturing and pharmacy chains; and (3) stock envelopes, labels and business forms generally sold to 

independent distributors, office-products suppliers and office-products retail chains. The commercial printing segment provides 

print, design and content management offerings, including: (1) high-end printed materials, which includes a wide range of premium 

products for major national and regional customers; (2) general commercial printing products for regional and local customers; 

(3) scientific, technical and medical journals and special interest and trade magazines for non-profit organizations, educational 

institutions and specialty publishers; and (4) specialty packaging and high quality promotional materials for multinational consumer 

products companies.

	 Operating income of each segment includes substantially all costs and expenses directly related to the segment’s operations. 

Corporate expenses include corporate general and administrative expenses (Note 13).

	 Corporate identifiable assets primarily consist of cash and cash equivalents, miscellaneous receivables, deferred financing 

fees, deferred tax assets and other assets.
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	 	Summarized financial information concerning the reportable segments as of and for the years ended December 31, is as 

follows:

(in thousands)	 2007	 2006	 2005

Net sales:	  		   	 	

	 Envelopes, Forms and Labels	 $     897,722	 $    780,696	  $     767,403	 

	 Commercial Printing	 1,148,994	  730,528  	 827,378	 

	 Total	 $ 2,046,716	 $ 1,511,224 	 $ 1,594,781	 

Operating income (loss):	  		   	 	

	 Envelopes, Forms and Labels	 $     117,342	 $      82,753	  $      51,830	 

	 Commercial Printing	 55,085	  13,606  	 (30,675)

	 Corporate	 (34,877)	  (32,964) 	 (47,465)

	 Total	 $     137,550	 $      63,395	  $    (26,310)

Restructuring, asset impairment and other charges:	  		   	 	

	 Envelopes, Forms and Labels	 $      11,350	 $      18,336 	 $      12,540	 

	 Commercial Printing	 28,279	  21,560  	 36,367	 

	 Corporate	 457	  1,200  	 28,347	 

	 Total	 $      40,086	 $      41,096 	 $      77,254	 

Significant noncash charges (credits):	  		   	 	

	 Envelopes, Forms and Labels	 $        3,640	 $        6,880	  $        5,107	 

	 Commercial Printing	 16,089	  3,821  	 21,926	 

	 Corporate	 — 	  (355) 	 4,977	

	 Total	 $      19,729	 $      10,346 	 $      32,010	 

Depreciation and intangible asset amortization:	  		   	 	

	 Envelopes, Forms and Labels	 $      21,015	 $      16,438	  $      17,728	 

	 Commercial Printing	 43,346	  23,567  	 29,978	 

	 Corporate	 1,147	  688  	 542	 

	 Total	   $      65,508	 $      40,693 	 $     48,248	 

Capital expenditures:	  		   	 	

	 Envelopes, Forms and Labels	 $        5,145	 $        4,837 	 $       3,884	 

	 Commercial Printing	 24,546	  12,974  	 23,065	 

	 Corporate	 1,847	  2,119  	 1,205	 

	 Total	 $      31,538	 $      19,930 	 $     28,154	 

Net sales by product line:	  		   	 	

	 Envelopes	 $    604,351	 $    582,460 	 $   594,327	 

	 Commercial Printing	 823,195	  727,611  	 812,194	 

	 Journals and Periodicals	 323,370	 —	 —	

	 Labels and Business Forms	 295,800	  201,153  	 188,260	 

	 Total	 $ 2,046,716	 $ 1,511,224 	 $1,594,781	 

Intercompany sales:	  		   	 	

	 Envelopes, Forms and Labels to Commercial Printing	 $        8,802	 $      13,254 	 $     12,629	 

	 Commercial Printing to Envelopes, Forms and Labels	 6,985	  15,855  	 19,977	 

	 Total	 $      15,787	 $      29,109 	 $     32,606 

	 December 31, 

(in thousands)	 2007	 2006

Identifiable assets:	  		   	 	

	 Envelopes, Forms and Labels	 $    833,337	 $    494,321	  

	 Commercial Printing	 1,105,832	  393,954	  

	 Corporate	 63,553	 111,617	  

	 Total	 $ 2,002,722	  $    999,892	  
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	 Geographic information as of and for the years ended December 31, is as follows:

(in thousands)	 2007	 2006	 2005

Net sales:			 

	 U.S.	 $1,961,505	 $1,452,453 	 $1,535,281	 

	 Foreign	 85,211	  58,771  	 59,500	 

	 Total	 $2,046,716	 $1,511,224 	 $1,594,781	

(in thousands)	 2007	 2006

Long-lived assets (property plant and equipment and intangible assets):
	 U.S.	 $1,335,213	 $517,018

	 Foreign	 33,552	  29,918

	 Total	 $1,368,765	 $546,936	  

20. Condensed Consolidating Financial Information 

	 Cenveo is a holding company (“Parent Company”), which is the ultimate parent of all Cenveo subsidiaries. In January 2004, the 

Company’s wholly owned subsidiary, Cenveo Corporation (the “Subsidiary Issuer”), issued 77⁄8% Notes and, in connection with 

the acquisition of Cadmus, assumed Cadmus’ 83⁄8% Notes (the “Subsidiary Issuer Notes”), which are fully and unconditionally 

guaranteed, on a joint and several basis, by the Parent Company and substantially all of its wholly-owned subsidiaries (the 

“Guarantor Subsidiaries”).

	 Presented below is condensed consolidating information for the Parent Company, the Subsidiary Issuer, the Guarantor 

Subsidiaries and Non-Guarantor Subsidiaries for the three years ended December 31, 2007. The condensed consolidating financial 

information has been presented to show the nature of assets held, results of operations and cash flows of the Parent Company, 

the Subsidiary Issuer, the Guarantor Subsidiaries and Non-Guarantor Subsidiaries, assuming the guarantee structure of the 

Subsidiary Issuer Notes was in effect at the beginning of the periods presented.

	 The supplemental condensed consolidating financial information reflects the investments of the Parent Company in the 

Subsidiary Issuer, the Guarantor Subsidiaries and Non-Guarantor Subsidiaries using the equity method of accounting. The 

Company’s primary transactions with its subsidiaries other than the investment account and related equity in net income (loss)  

of unconsolidated subsidiaries are the intercompany payables and receivables between its subsidiaries. 

Notes to Consolidated Financial Statements
(continued)

CENVEO, INC. AND SUBSIDIARIES 

CONDENSED CONSOLIDATING BALANCE SHEET 

December 31, 2007
					     Non-		
		  Parent	 Subsidiary	 Guarantor	 Guarantor		
(in thousands)	 Company	 Issuer	 Subsidiaries	 Subsidiaries	 Eliminations	 Consolidated

Assets						    

Current assets:						    

	 Cash and cash equivalents	 $         —	 $     13,091	 $          882	 $   1,909	 $              —	 $     15,882

	 Accounts receivable, net	 —	 164,815	 175,746	 4,073	 —	 344,634

  	 Inventories	 —	 89,259	 72,782	 867	 —	 162,908

  	 Notes receivable from subsidiaries	 —	 40,108	 —	 —	 (40,108)	 —

  	 Prepaid and other current assets	 —	 57,484	 15,160	 714	 —	 73,358

	     Total current assets	 —	 364,757	 264,570	 7,563	 (40,108)	 596,782

 						    

Investment in subsidiaries	 99,326	 1,461,662	 2,058	 —	 (1,563,046)	 —

Property, plant and equipment, net	 —	 173,103	 254,378	 860	 —	 428,341

Goodwill	 —	 175,220	 494,582	 —	 —	 669,802

Other intangible assets, net	 —	 9,512	 261,110	 —	 —	 270,622

Other assets, net	 —	 22,949	 13,833	 393	 —	 37,175

	 Total assets	 $ 99,326	 $2,207,203	 $1,290,531	 $   8,816	 $(1,603,154) 	 $2,002,722

						    

Liabilities and Shareholders’ Equity						    

Current liabilities:						    

	 Current maturities of long-term  

	      debt	 $         —	 $       8,769	 $       9,983	 $        —	 $              —	 $     18,752

	 Accounts payable	 —	 98,111	 65,130	 2,217	 —	 165,458

	 Accrued compensation and related  

	      liabilities	 —	 23,792	 23,361	 —	 —	 47,153

	 Other current liabilities	 —	 57,845	 20,495	 1,214	 —	 79,554

	 Intercompany payable (receivable)	 —	 479,191	 (482,518)	 3,327	 —	 —

	 Notes payable to issuer	 —	 —	 40,108	 —	 (40,108)	 —

	     Total current liabilities	 —	 667,708	 (323,441)	 6,758	 (40,108)	 310,917

 						    

Long-term debt	 —	 1,400,620	 25,265	 —	 —	 1,425,885

Deferred income tax liability (asset)	 —	 (17,162)	 72,343	 —	 —	 55,181

Other liabilities	 —	 56,711	 54,702	 —	 —	 111,413

Shareholders’ equity	 99,326	 99,326	 1,461,662	 2,058	 (1,563,046)	 99,326

	 Total liabilities and shareholders’  

	     equity	 $ 99,326	 $2,207,203	 $1,290,531	 $   8,816	 $(1,603,154)	 $2,002,722
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CENVEO, INC. AND SUBSIDIARIES 

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS   
For the year ended December 31, 2007	 	
					     Non-		
		  Parent	 Subsidiary	 Guarantor	 Guarantor		
(in thousands)	 Company	 Issuer	 Subsidiaries	 Subsidiaries	 Eliminations	 Consolidated

Net sales 	 $        —	 $1,162,075	 $ 872,947	 $ 11,694	 $           —	 $ 2,046,716

Cost of sales	 —	 954,373	 665,472	 8,861	 —	 1,628,706

Selling, general and administrative	 —	 164,620	 64,907	 434	 —	 229,961

Amortization of intangible assets	 —	 4,826	 5,587	 —	 —	 10,413

Restructuring and impairment charges	 —	 39,956	 130	 —	 —	 40,086

	 Operating income (loss)	 —	 (1,700)	 136,851	 2,399	 —	 137,550

Gain on sale of non-strategic businesses	 —	 (189)	 —	 —	 —	 (189)

Interest expense, net	 —	 90,070	 1,411	 (14)	 —	 91,467

Intercompany interest expense (income)	 —	 (3,598)	 3,598	 —	 —	 —

Loss on early extinguishment of debt	 —	 9,186	 70	 —	 —	 9,256

Other expense, net	 —	 1,091	 1,681	 359	 —	 3,131

	 Income (loss) from continuing  

	      operations before income taxes  

	      and equity in income of

	      unconsolidated subsidiaries	 —	 (98,260)	 130,091	 2,054	 —	 33,885

Income tax expense (benefit)	 —	 12,303	 (2,504)	 101	 —	 9,900

	 Income (loss) from continuing

	      operations before equity in

	      income of unconsolidated  

	      subsidiaries	 —	 (110,563)	 132,595	 1,953	 —	 23,985

Equity in income of unconsolidated

	 subsidiaries	 40,781	 134,548	 1,953	 —	 (177,282)	 —

	 Income (loss) from continuing  

	      operations	 40,781	 23,985	 134,548	 1,953	 (177,282)	 23,985

Income from discontinued operations, 

	 net of taxes	 —	 16,796	 —	 —	 —	 16,796

	 Net income (loss)	 $ 40,781	 $     40,781	 $  134,548	 $   1,953	 $(177,282)	 $      40,781

 

Notes to Consolidated Financial Statements
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CENVEO, INC. AND SUBSIDIARIES 

CONDENSED CONSOLIDATING STATEMENT OF CASH FLOWS 
For the year ended December 31, 2007	 	
					     Non-		
		  Parent	 Subsidiary	 Guarantor	 Guarantor		
(in thousands)	 Company	 Issuer	 Subsidiaries	 Subsidiaries	 Eliminations	 Consolidated
Cash flows from operating activities:						    
	 Net cash (used in) provided by  
	      continuing operating activities	 $ 10,280	 $(65,159)	 $  139,178	 $   1,909	 $        —	 $      86,208
	 Net cash provided by discontinued  
	      operating activities	 —	 2,198	 —	 —	 —	 2,198
	 Net cash (used in) provided by   
	      operating activities	 10,280	 (62,961)	 139,178	 1,909	 —	 88,406
Cash flows from investing activities:						    
	 Cost of business acquisitions,  
	      net of cash acquired	 —	 (627,304)	 —	 —	 —	 (627,304)
	 Capital expenditures	 —	 (14,016)	 (17,522)	 —	 —	 (31,538)
	 Intercompany note	 —	 2,733	 —	 —	 (2,733)	 —
	 Acquisition payments	 —	 (3,653)	 —	 —	 —	 (3,653)
	 Proceeds from sale of property,  
	      plant and equipment	 —	 8,702	 247	 —	 —	 8,949
	 Proceeds from divestitures, net	 —	 431	 —	 —	 —	 431
	      Net cash provided by (used in)  
	          investing activities of continuing  
	          operations	 —	 (633,107)	 (17,275)	 —	 (2,733)	 (653,115)
	 Proceeds from the sale of  
	      discontinued operations	 —	 73,628	 —	 —	 —	 73,628
	      Net cash provided by investing  
	          activities of discontinued operations	 —	 73,628	 —	 —	 —	 73,628
	      Net cash provided by (used in)  
	          investing activities	 —	 (559,479)	 (17,275)	 —	 (2,733)	 (579,487)
Cash flows from financing activities:						    
	 Proceeds from issuance of  Term Loans	 —	 720,000	 —	 —	 —	 720,000
	 Proceeds from Unsecured Loan	 —	 175,000	 —	 —	 —	 175,000
	 Borrowings under Revolving Credit  
	      Facility, net	 —	 75,700	 —	 —	 —	 75,700
	 Proceeds from exercise of stock  options	 304	 —	 —	 —	 —	 304
	 Proceeds from excess tax benefit  
	      from stock based compensation	 67	 —	 —	 —	 —	 67
	 Repayment of Term Loan B	 —	 (324,188)	 —	 —	 —	 (324,188)
	 Repayment of Cadmus revolving senior  
	      bank credit facility	 —	 (70,100)	 —	 —	 —	 (70,100)
	 Repayment of 83⁄8% Senior  
	      Subordinated Notes	 —	 (20,880)	 —	 —	 —	 (20,880)
	 Repayment of 95⁄8% Notes	 —	 (10,498)	 —	 —	 —	 (10,498)
	 Repayments of Term Loans	 —	 (4,900)	 —	 —	 —	 (4,900)
	 Repayments of other long-term debt	 —	 (2,477)	 (26,576)	 —	 —	 (29,053)
	 Payment of refinancing fees, redemption,  
	      premiums and expenses	 —	 (8,045)	 —	 —	 —	 (8,045)
	 Payment of debt issuance costs	 —	 (5,906)	 —	 —	 —	 (5,906)
	 Purchase and retirement of common  
	      stock upon vesting of RSUs	 (1,302)	 —	 —	 —	 —	 (1,302)
	 Intercompany note	 —	 —	 (2,733)	 —	 2,733	 —
	 Intercompany advances	 (9,349)	 103,170	 (93,821)	 —	 —	 —
	      Net cash provided by (used in)  
	          financing activities	 (10,280)	 626,876	 (123,130)	 —	 2,733	 496,199
Effect of exchange rate changes on cash and  
	 cash equivalents of continuing operations	 —	 —	 206	 —	 —	 206
	      Net increase (decrease) in cash and  
	          cash equivalents	 —	 4,436	 (1,021)	 1,909	 —	 5,324
Cash and cash equivalents at beginning of year	 —	 8,655	 1,903	 —	 —	 10,558
Cash and cash equivalents at end of year	  $        —	 $  13,091	 $         882	 $   1,909	 $        —	 $      15,882
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CENVEO, INC. AND SUBSIDIARIES 

CONDENSED CONSOLIDATING BALANCE SHEET 
December 31, 2006	 	
					     Non-		
		  Parent	 Subsidiary	 Guarantor	 Guarantor		  As Restated
(in thousands)	 Company	 Issuer	 Subsidiaries	 Subsidiaries	 Eliminations	 Consolidated

Assets						    

Current assets:						    

	 Cash and cash equivalents	 $          —	 $       8,655	 $      1,903	 $        —	 $           —	 $    10,558

	 Accounts receivable, net	 —	 200,140	 28,772	 —	 —	 228,912

	 Inventories	 —	 80,724	 10,810	 —	 —	 91,534

	 Notes receivable from subsidiaries	 —	 42,841	 —	 —	 (42,841)	 —

	 Assets held for sale	 —	 51,966	 —	 —	 —	 51,966

	 Prepaid and other current assets	 —	 39,461	 1,952	 —	 —	 41,413

	     Total current assets	 —	 423,787	 43,437	 —	 (42,841)	 424,383

 					   

Investment in subsidiaries	 58,457	 438,793	 —	 —	 (497,250)	 —

Property, plant and equipment, net	 —	 203,036	 48,067	 —	 —	 251,103

Goodwill	 —	 173,718	 84,418	 —	 —	 258,136

Other intangible assets, net	 —	 14,340	 17,645	 —	 —	 31,985

Other assets, net	 —	 34,243	 42	 —	 —	 34,285

	 Total assets	 $   58,457	 $1,287,917	 $  193,609	 $        —	 $(540,091)	 $  999,892

						    

Liabilities and Shareholders’ Equity						    

Current liabilities:						    

	 Current maturities of long-term  

	     debt	 $          —	 $       7,434	 $           79	 $        —	 $             —	 $      7,513

	 Accounts payable	 —	 105,978	 10,202	 —	 —	 116,180

	 Accrued compensation and related  

	     liabilities	 —	 36,103	 4,139	 —	 —	 40,242

	 Other current liabilities	 —	 60,383	 3,429	 —	 —	 63,812

	 Intercompany payable (receivable)	 —	 322,265	 (322,265)	 —	 —	 —

	 Notes payable to issuer	 —	 —	 42,841	 —	 (42,841)	 —

	     Total current liabilities	 —	 532,163	 (261,575)	 —	 (42,841)	 227,747

 						    

Long-term debt	 —	 667,103	 679	 —	 —	 667,782

Deferred income tax liability (asset)	 —	 (3,062)	 7,418	 —	 —	 4,356

Other liabilities	 —	 33,256	 8,294	 —	 —	 41,550

Shareholders’ equity	 58,457	 58,457	 438,793	 —	 (497,250)	 58,457

	 Total liabilities and shareholders’  

	     equity 	 $  58,457	 $1,287,917	 $  193,609	 $        —	 $ (540,091)	 $  999,892

Notes to Consolidated Financial Statements
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CENVEO, INC. AND SUBSIDIARIES 

CONDENSED CONSOLIDATING STATEMENT OF OPERATIONS  
For the year ended December 31, 2006	 	
					     Non-		
		  Parent	 Subsidiary	 Guarantor	 Guarantor		  As Restated
(in thousands)	 Company	 Issuer	 Subsidiaries	 Subsidiaries	 Eliminations	 Consolidated

Net sales	 $         —	 $1,295,870	 $ 215,354	 $        —	 $           —	 $ 1,511,224

Cost of sales	 —	 1,049,846	 161,938	 —	 —	 1,211,784

Selling, general and administrative	 —	 169,357	 20,119	 —	 —	 189,476

Amortization of intangible assets	 —	 4,957	 516	 —	 —	 5,473

Restructuring and impairment charges	 —	 40,948	 148	 —	 —	 41,096

	 Operating income	 —	 30,762	 32,633	 —	 —	 63,395

Loss on sale of non-strategic businesses	 —	 2,035	 —	 —	 —	 2,035

Interest expense, net	 —	 60,928	 52	 —	 —	 60,980

Intercompany interest expense (income)	 —	 (1,338)	 1,338	 —	 —	 —

Loss on early extinguishment of debt	 —	 32,744	 —	 —	 —	 32,744

Other income, net	 —	 (13)	 (65)	 —	 —	 (78)

	 (Loss) income from continuing  

	     operations before income

	     taxes and equity in income of

	     unconsolidated subsidiaries	 —	 (63,594)	 31,308	 —	 —	 (32,286)

Income tax (benefit) expense	 —	 (21,701)	 563	 —	 —	 (21,138)

	 (Loss) income from continuing  

	     operations before equity

	     in income of unconsolidated

	     subsidiaries	 —	 (41,893)	 30,745	 —	 —	 (11,148)

Equity in income of unconsolidated

	     subsidiaries	 115,371	 39,179	 —	 —	 (154,550)	 —

	 Income (loss) from continuing  

	     operations	 115,371	 (2,714)	 30,745	 —	 (154,550)	 (11,148)

Income from discontinued operations,  

	     net of taxes	 —	 118,085	 8,434	 —	 —	 126,519

	 Net income (loss)	 $115,371	 $   115,371	 $   39,179	 $        — 	 $(154,550)	 $    115,371


