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PART I

FINANCIAL INFORMATION

Item 1. Financial Statements

BOWNE & CO., INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Revenue
Expenses:
Cost of revenue
Selling and administrative
Depreciation
Amortization
Gain on sale of building
Restructuring charges, integration costs and asset impairment charges

Operating income
Interest expense
Other (expense) income, net

Income from continuing operations before income taxes
Income tax expense

Income from continuing operations
(Loss) income from discontinued operations, net of tax

Net income

Earnings per share from continuing operations:
Basic
Diluted
(Loss) earnings per share from discontinued operations:
Basic
Diluted
Total earnings per share:
Basic
Diluted
Dividends per share

Table of Contents

Three Months Ended
June 30,

Restated
2005 2004

(Unaudited)
(In thousands, except
per share amounts)

$ 205,245 $ 204,252
(129,862) (124,702)
(51,070) (53,699)
(6,551) (6,707)
(235) (165)

896
(1,532) (641)
(189,250) (185,018)
15,995 19,234
(1,308) (2,701)

(200) 300

14,487 16,833
(6,678) (7,155)

7,809 9,678

(3,794) 1,510

$ 4,015 $ 11,188
$ 22 $ 27
$ 21 $ 25
$ (11) $ .04
$ (.10) $ .04
$ 11 $ 31
$ 11 $ 29
$ .055 $ 055
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See Notes to Condensed Consolidated Financial Statements.
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BOWNE & CO., INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Revenue
Expenses:
Cost of revenue
Selling and administrative
Depreciation
Amortization
Gain on sale of building
Restructuring charges, integration costs and asset impairment charges

Operating income
Interest expense
Other income, net

Income from continuing operations before income taxes
Income tax expense

Income from continuing operations
(Loss) income from discontinued operations, net of tax

Net income

Earnings per share from continuing operations:
Basic
Diluted
(Loss) earnings per share from discontinued operations:
Basic
Diluted
Total earnings per share:
Basic
Diluted
Dividends per share

©~ & &L P

&L PH P

Six Months Ended
June 30,
Restated
2005 2004
(Unaudited)

(In thousands, except
per share amounts)

373,226

(237,284)
(95,546)
(13,133)

(470)

(3,169)

(349,602)
23,624

(2,593)
1,162

22,193
(10,160)

12,033
(4,100)

7,933
.35
34

(.12)
(.11)

23
23
11

See Notes to Condensed Consolidated Financial Statements.
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382,336

(230,651)
(106,115)
(13,598)
(330)

896
(4,997)

(354,795)
27,541
(5,391)

695

22,845
(9,961)

12,884
1,268

14,152
.36
.34

.04
.03

40
37
11
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BOWNE & CO., INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INCOME

Three Months Ended
June 30,
Restated
2005 2004
(Unaudited)
(In thousands)
Net income $ 4,015 $ 11,188
Foreign currency translation adjustment (7,753) (2,050)
Net unrealized losses arising from marketable securities during the period,
after crediting taxes of $12 and $0 for 2005 and 2004, respectively (19) (1)
Comprehensive (loss) income $ (3,757 $ 9,137
Six Months Ended
June 30,
Restated
2005 2004
(Unaudited)
(In thousands)

Net income $ 7,933 $ 14,152
Foreign currency translation adjustment (15,348) (5,680)
Net unrealized (losses) gains arising from marketable securities during the
period, after (crediting) deducting taxes of ($12) and $6 for 2005 and 2004,
respectively (18) 9
Comprehensive (loss) income $ (7,433) $ 8,481

See Notes to Condensed Consolidated Financial Statements.

4

Table of Contents



Edgar Filing: BOWNE & CO INC - Form 10-Q

Table of Contents

BOWNE & CO., INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

June 30, December 31,
2005 2004

(Unaudited)
(In thousands, except
share information)

ASSETS
Current assets:
Cash and cash equivalents $ 27,988 $ 51,557
Marketable securities 91 20,371
Accounts receivable, less allowance for doubtful accounts of
$8,922 (2005) and $9,879 (2004) 151,479 114,376
Inventories 33,590 20,559
Prepaid expenses and other current assets 26,078 28,941
Assets held for sale 233,000 79,822
Total current assets 472,226 315,626
Property, plant and equipment at cost, less accumulated depreciation
of $268,867 (2005) and $269,174 (2004) 88,041 95,620

Other noncurrent assets:
Goodwill, less accumulated amortization of $9,939 (2005) and

$9,990 (2004) 38,449 38,649

Intangible assets, less accumulated amortization of $1,914

(2005) and $1,444 (2004) 14,558 15,028

Deferred income taxes 7,326 6,151

Other 13,883 16,968

Assets held for sale, non-current 166,567
Total assets $ 634,483 $ 654,609

LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities:
Current portion of long-term debt and other short-term

borrowings $ 200 $ 200
Accounts payable 33,233 32,208
Employee compensation and benefits 41,574 48,663
Accrued expenses and other obligations 31,208 39,441
Liabilities held for sale 39,621 37,093

Total current liabilities 145,836 157,605

Other liabilities:

Long-term debt net of current portion 75,650 75,800
Deferred employee compensation and other 44,314 43,359
Liabilities held for sale, non-current 5,048
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Total liabilities

Commitments and contingencies
Stockholders equity:
Preferred stock:
Authorized 1,000,000 shares, par value $.01
Issuable in series none issued
Common stock:
Authorized 60,000,000 shares, par value $.01
Issued and outstanding 41,754,717 shares (2005) and
41,444,817 shares (2004)
Additional paid-in capital
Retained earnings
Treasury stock, at cost, 7,684,003 shares (2005) and
7,781,468 shares (2004)
Accumulated other comprehensive income, net

Total stockholders equity

Total liabilities and stockholders equity

265,800

417
79,450
349,645

(82,650)
21,821

368,683

634,483 $

See Notes to Condensed Consolidated Financial Statements

5

281,812

414
75,368
345,448

(85,620)
37,187

372,797

654,609

Table of Contents
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BOWNE & CO., INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Income from continuing operations
Adjustments to reconcile income from continuing operations to net cash
used in operating activities:
Depreciation
Amortization
Asset impairment charges
Gain on sale of building
Changes in other assets and liabilities, net of discontinued operations and
certain non-cash transactions

Net cash used in operating activities
Cash flows from investing activities:
Proceeds from the sale of marketable securities and fixed assets
Proceeds from the sale of building
Purchase of property, plant, and equipment
Net cash provided by (used in) investing activities
Cash flows from financing activities:
Proceeds from borrowings
Payment of debt
Proceeds from stock options exercised
Payment of dividends
Net cash provided by financing activities

Net cash provided by (used in) discontinued operations

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental cash flow information:
Cash paid for interest from continuing operations

Table of Contents

Six Months Ended
June 30,
Restated
2005 2004
(Unaudited)
(In thousands)
12,033 $ 12,884
13,133 13,598
470 330
1,532 153
(896)
(68,510) (43,667)
(41,342) (17,598)
20,495 71
6,731
(7,529) (6,873)
12,966 (71)
34,000 101,468
(34,150) (91,469)
5,877 12,481
(3,736) (3,797)
1,991 18,683
2,816 (7,432)
(23,569) (6,418)
51,557 10,738
27,988 $ 4,320
2,101 $ 4,633
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Cash paid for interest from discontinued operations $ 27
Net cash paid for income taxes from continuing operations $ 8,159
Net cash paid for income taxes from discontinued operations $ 1,069

See Notes to Condensed Consolidated Financial Statements.
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$
$

110
6,331

2,624
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BOWNE & CO., INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(In thousands, except share information and where noted)

Note 1. Basis of Presentation

The financial information as of June 30, 2005 and for the three and six month periods ended June 30, 2005 and
2004 has been prepared without audit, pursuant to the rules and regulations of the Securities and Exchange
Commission. In the opinion of management, all adjustments (consisting of only normal recurring adjustments)
necessary for a fair presentation of the consolidated financial position, results of operations and of cash flows for each
period presented have been made on a consistent basis. Certain information and footnote disclosures normally
included in consolidated financial statements prepared in accordance with generally accepted accounting principles
have been condensed or omitted. These financial statements should be read in conjunction with the Company s annual
report on Form 10-K and consolidated financial statements for the year ended December 31, 2004. The Condensed
Consolidated Financial Statements and Notes to the Condensed Consolidated Financial Statements have been
presented to reflect the reclassification of the globalization business as assets and liabilities held for sale in the
condensed consolidated balance sheets and as discontinued operations in the statements of operations for the three and
six months ended June 30, 2005 and 2004, and statements of cash flows for the six months ended June 30, 2005 and
2004, and have also been presented to reflect the reclassification of the document outsourcing business as assets and
liabilities held for sale in the condensed consolidated balance sheet for December 31, 2004 and as discontinued
operations in the statements of operations for the three and six months ended June 30, 2004 and statement of cash
flows for the six months ended June 30, 2004. Operating results for the three and six months ended June 30, 2005 may
not be indicative of the results that may be expected for the full year.
Note 2. Reclassifications

Certain prior year amounts have been reclassified to conform to the 2005 presentation.
Note 3. Restatement of 2004 Quarterly Financial Results

As previously disclosed in the Company s annual report on Form 10-K for the year ended December 31, 2004, the
Company s results for the three and six month periods ended June 30, 2004 have been restated to reflect the tax effect
of corrections to intercompany adjustments related to foreign entities. While this restatement had no impact on results
of operations for the full year in 2004, the impact on the 2004 second quarter and year-to-date was an increase in net
income of $427 ($0.01 per share) and $131 ($0.00 per share), respectively. In addition, the 2004 results have been
reclassified to exclude the discontinued globalization and outsourcing segments as discussed further in Note 4 to the
Condensed Consolidated Financial Statements. A summary of the restated financial information for the three and six
months ended June 30, 2004 is as follows:

As
Reclassified
As to Reflect

Previously As Discontinued
Three Months Ended June 30, 2004 Reported Restated Operations
Income from continuing operations before income taxes $ 16,833
Income tax expense (7,155)
Income from continuing operations 9,678
Income before income taxes $ 19,124 $ 19,124
Income from discontinued operations, net of tax 1,510
Income tax expense (8,363) (7,936)

Table of Contents 13



Net income
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$ 10,761 $

11,188

$

11,188
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BOWNE & CO., INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

As
Reclassified
As to Reflect
Previously As Discontinued
Three Months Ended June 30, 2004 Reported Restated Operations
Earnings per share from continuing operations:
Basic $ $ $ 27
Diluted $ $ $ 25
Earnings per share from discontinued operations:
Basic $ $ $ .04
Diluted $ $ $ .04
Total earnings per share:
Basic $ .30 $ 31 $ 31
Diluted $ .28 $ .29 $ .29
As
Reclassified
As to Reflect
Previously As Discontinued
Six Months Ended June 30, 2004 Reported Restated Operations
Income from continuing operations before income
taxes $ 22,845
Income tax expense (9,961)
Net income from continuing operations 12,884
Income before income taxes $ 26,069 $ 26,069
Income from discontinued operations, net of tax 1,268
Income tax expense (12,048) (11,917)
Net income $ 14,021 $ 14,152 $ 14,152
Earnings per share from continuing operations:
Basic $ $ $ .36
Diluted $ $ $ .34

Earnings per share from discontinued operations:
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Basic $ $ $ .04

Diluted $ $ $ .03
Total earnings per share:

Basic $ .39 $ 40 $ 40

Diluted $ 37 $ 37 $ 37

Diluted earnings per share for the three and six months ended June 30, 2004 has been restated from previously
reported amounts to comply with the provisions of Emerging Issues Task Force ( EITF ) Issue No. 04-08 as discussed
further in Note 9 to the Condensed Consolidated Financial Statements.

8
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BOWNE & CO., INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 4. Assets Held for Sale and Discontinued Operations

On June 27, 2005, the Company entered into a definitive agreement to sell its globalization business, Bowne
Global Solutions (BGS), to Lionbridge Technologies, Inc., (Lionbridge). In accordance with the sale agreement, the
Company will receive total consideration with a value between $180 million and $198 million, consisting of
$130 million in cash, and 9.4 million shares of Lionbridge common stock. If the shares issued to the Company do not
have a value of $50 million at the time of closing, Lionbridge will issue a subordinated note to the Company of up to
$20 million to bring the value of the shares, together with the subordinated note, to $50 million. If the shares have a
value greater than $68 million, the number of shares will be reduced so that the value is no greater than $68 million.
Upon consummation of the sale, the Company would be entitled to one seat on the Lionbridge Board of Directors. The
Company anticipates that consummation of the sale will occur in the third quarter of 2005. Effective with the second
quarter of 2005, this business is reflected as a discontinued operation in the condensed consolidated statement of
operations. All prior period results have been reclassified to reflect this presentation. The assets and liabilities
attributable to this business have been classified in the condensed consolidated balance sheets as assets and liabilities
held for sale and consist of the following:

June 30, December 31,
2005 2004

Cash and marketable securities $ 13,620 $ 9,671
Accounts receivable, net 65,276 62,804
Prepaid expenses and other assets 3,666 7,347
Property and equipment, net 18,444 20,401
Goodwill and intangible assets, net 131,994 144,074
Other non-current assets 2,092
Total assets held for sale $ 233,000 $ 246,389
Long-term debt and other short-term borrowings $ 1,324 $ 729
Accounts payable and accrued expenses 35,202 36,364
Deferred taxes and other 3,095 3,886
Long-term debt net of current portion 1,162
Total liabilities held for sale $ 39,621 $ 42,141

Operating results of the discontinued operations from the globalization business are as follows:

Three Months Ended Six Months Ended
June 30, June 30,
Restated Restated
2005 2004 2005 2004
Revenue $ 65222 $ 57,442 $ 124,139 $ 112,085
Income (loss) before income tax expense $ 2,021 $ 150 $ 1,576 $ (1,359

Table of Contents 17
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Income tax (expense) benefit (5,815) 188 (5,676) 8

Net (loss) income $ (3,794) $ 338 $  (4,100) $ (1,351

As a result of the Company s decision to sell BGS, the Company recognized a deferred tax liability and tax
expense of approximately $5.4 million in the second quarter of 2005 for basis differences which no longer meet the
permanent reinvestment criteria of Accounting Principles Board Opinion No. 23, Accounting for Income Taxes
Special Areas.

9
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BOWNE & CO., INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

On November 9, 2004 the Company sold its document outsourcing business, as described more fully in Note 3 to
the Company s annual report on Form 10-K for the year ended December 31, 2004. The Company has recorded
various liabilities related to the sale of the discontinued business in accrued expenses and other obligations in the
accompanying Condensed Consolidated Balance Sheets. The amounts included in accrued expenses and other
obligations is $3,588 and $7,654 as of June 30, 2005 and December 31, 2004, respectively. These amounts primarily
relate to accrued employee compensation, which was paid in 2005, and sales tax liabilities associated with the
discontinued business. The Condensed Consolidated Financial Statements and notes to the Condensed Consolidated
Financial Statements have been presented to reflect the reclassification of the document outsourcing business as a
discontinued operation.

The Company s discontinued Immersant operations had net liabilities (including accrued restructuring and
discontinuance costs) of $636 at June 30, 2005 and $803 at December 31, 2004, which are included in accrued
expenses and other obligations in the accompanying Condensed Consolidated Balance Sheets. These accruals consist
primarily of the estimated remaining costs associated with leased facilities which were shut down. The payments on
this accrual, net of expected payments from subleases, are expected to be made over the terms of the respective leases,
the last of which expires in May 2008.

Note 5. Sale of Marketable Securities

During the fourth quarter of 2004, the Company purchased approximately $20.3 million of auction rate securities,
as described more fully in Note 6 of the Company s annual report on Form 10-K for the year ended December 31,
2004. During the first quarter of 2005, the Company sold all of its auction rate securities.
Note 6. Stock Repurchase Plans

During the fourth quarter of 2004, the Company entered into an Overnight Share Repurchase program with Bank
of America and repurchased 2,530,000 shares for approximately $40.2 million. The program was completed on
May 24, 2005 and the Company received a price adjustment of approximately $2.1 million in the form of 166,161
additional shares. The price adjustment represents the difference between the original share purchase price of $15.75
and the average volume weighted adjusted share price of $15.00 for the actual purchases made, plus interest. In
accordance with this program the Company effected the purchase of 2,696,161 shares at an average price of $14.85.

During the fourth quarter of 2004, the Company s Board of Directors authorized an open market stock repurchase
program to repurchase up to $35 million of the Company s common stock. On July 29, 2005, the Company entered
into a 10b5-1 trading plan with a broker to facilitate the purchases of shares under this program. Through December
2006, management is authorized to purchase shares from time to time at prevailing prices as permitted by securities
laws and other legal requirements, and subject to market conditions and other factors. The program may be
discontinued at any time. The Company has repurchased 127,600 shares under this plan through August 4, 2005.

10
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BOWNE & CO., INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Note 7. Stock-Based Compensation

The Company has several stock-based employee compensation plans, which are described more fully in Note 17
to the Company s annual report on Form 10-K for the year ended December 31, 2004. The Company accounts for
those plans using the intrinsic method prescribed by APB Opinion No. 25, Accounting for Stock Issued to Employees ,
and related Interpretations. No stock-based employee compensation cost is reflected in net income, as all options
granted under those plans had an exercise price equal to the market value of the underlying common stock on the date
of grant. The following tables illustrate the effect on income from continuing operations, earnings per share from
continuing operations, income from discontinued operations, earnings per share from discontinued operations, net
income, and earnings per share if the Company had applied the fair value recognition provisions of Statement of
Financial Accounting Standards ( SFAS ) 123, Accounting for Stock-Based Compensation. In December 2004, the
Financial Accounting Standards Board ( FASB ) issued SFAS 123 (revised 2004), Share-Based Payment
( SFAS 123(R) ) which replaces SFAS 123 and supercedes APB Opinion No. 25. Refer to Note 8 to the Condensed
Consolidated Financial Statements for additional information.

Three Months Ended Six Months Ended
June 30, June 30,
2005 2004 2005 2004
Restated Restated

Income from continuing operations:
As reported $ 7.809 $ 9,678 $ 12,033 $ 12,884
Deduct: Total stock-based employee
compensation expense determined under fair
value based method for all awards, net of
related tax effects (312) (535) (612) (1,079)

Pro forma income from continuing operations $ 7,497 $ 9,143 $ 11,421 $ 11,805

As reported earnings per share from continuing

operations:
Basic $ 22 $ 27 $ 35 $ 36
Diluted $ 21 $ 25 $ .34 $ 34

Pro forma earnings per share from continuing

operations:
Basic $ 21 $ 25 $ .33 $ .33
Diluted $ .20 $ 24 $ 32 $ 32

11
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BOWNE & CO., INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Three Months Ended
June 30,
2005 2004
Restated
(Loss) income from discontinued operations:
As reported $ (3,794) $ 1,510
Deduct: Total stock-based employee
compensation expense determined under fair
value based method for all awards, net of
related tax effects (61)
Pro forma (loss) income from discontinued
operations $ (3,794) $ 1,449
As reported (loss) earnings per share from
discontinued operations:
Basic $ (.11) $ .04
Diluted $ (.10) $ .04
Pro forma (loss) earnings per share from discontinued
operations:
Basic $ (.11) $ .04
Diluted $ (.10) $ .04
Three Months Ended
June 30,
2005 2004
Restated
Net income:
As reported $ 4,015 $ 11,188
Deduct: Total stock-based employee
compensation expense determined under fair
value based method for all awards, net of related
tax effects (312) (596)
Pro forma income $ 3,703 $ 10,592

As reported earnings per share:

Table of Contents

(Continued)
Six Months Ended
June 30,
2005 2004
Restated
$ (4,100) $ 1,268
(121)
$ (4,100) $ 1,147
$ (.12) $ .04
$ (11 $ .03
$ (12 $ .03
$ (.11) $ .03
Six Months Ended
June 30,
2005 2004
Restated
$ 7,933 $ 14,152
(612) (1,200)
$ 7,321 $ 12,952
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Basic $ .11 $ 31 23 40
Diluted $ A1 $ 29 23 37
Pro forma earnings per share:
Basic $ .10 $ 29 21 36
Diluted $ .10 $ 28 21 .35
12
Table of Contents 22



Edgar Filing: BOWNE & CO INC - Form 10-Q

Table of Contents

BOWNE & CO., INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

These pro forma amounts may not be representative of future results since the estimated fair value of stock options
is amortized to expense over the vesting period, and additional options may be granted in future years. The fair value
for these options was estimated at the date of grant using the Black-Scholes model with the following
weighted-average assumptions:

Three Months Ended Six Months Ended
June 30, June 30,
2005 2004 2005 2004
Stock Options from Continuing Operations Grants Grants Grants Grants
Expected dividend yield 1.6% 1.3% 1.6% 1.3%
Expected stock price volatility 33.2% 31.4% 33.2% 31.4%
Risk-free interest rate 3.8% 2.8% 3.8% 2.8%
Expected life of options 5 years 3 years 5 years 3 years
Weighted-average fair value $3.71 $3.52 $3.71 $3.52
Three Months
Ended Six Months Ended
June 30, June 30,
2005 2004 2005 2004
Stock Options from Discontinued Operations Grants Grants Grants Grants
Expected dividend yield 1.4% 1.4%
Expected stock price volatility 31.8% 31.8%
Risk-free interest rate 2.8% 2.8%
Expected life of options 3 years 3 years
Weighted-average fair value $3.30 $3.30

The Company did not grant any options during the first three months of 2005 and 2004.

Note 8. Effect of Recent Accounting Pronouncements
In April 2005, the Financial Accounting Standards Board ( FASB ) issued FASB Interpretation No. 47 ( FIN 47 ),

Accounting for Conditional Asset Retirement Obligations ~An Interpretation of FASB Statement No. 143. FIN 47
clarifies the terms of FASB Statement No. 143 and requires an entity to recognize a liability for a legal obligation to
perform an asset retirement activity in which the timing and/or method of settlement are conditional on a future event
that may or may not be within the entity s control, if the entity has sufficient information to reasonably estimate its fair
value. FIN 47 is effective no later than the end of fiscal years ending after December 15, 2005. The Company is
currently evaluating the impact of this standard on its financial statements.

In December 2004, the FASB issued SFAS 123 (revised 2004), Share-Based Payment ( SFAS 123(R) ) which
replaces SFAS 123, Accounting for Stock-Based Compensation, and supersedes APB Opinion No. 25, Accounting for
Stock Issued to Employees . Among other items, SFAS 123(R) eliminates the use of APB Opinion No. 25 and the
intrinsic method of accounting, and requires all share-based payments, including grants of employee stock options, to
be recognized in the financial statements based on their fair values. In April 2005, the Securities and Exchange
Commission adopted a new rule deferring the effective date of SFAS 123(R) for public companies until the first
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interim or annual reporting period of the first fiscal year that begins after June 15, 2005. In accordance with the new

rule, the Company expects to adopt SFAS 123(R) in the first quarter of 2006 and will recognize compensation

expense for all share-based payments and employee stock options based on the grant-date fair value of those awards.

The Company is currently evaluating the impact of the statement on its financial statements. As the Company

currently accounts for share-based payments using the intrinsic value method as allowed by APB Opinion No. 25, the
13
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
adoption of the fair value method under SFAS 123(R) will have an impact on its results of operations. However, the
extent of the impact cannot be predicted at this time because it will depend on levels of share-based payments granted
in the future. Had the Company adopted SFAS 123(R) in prior periods, the impact of that standard would have
approximated the impact of SFAS 123 as described in Note 7 to the Condensed Consolidated Financial Statements.

In December 2004, the FASB issued FASB Staff Position 109-2 ( FSP FAS 109-2 ), Accounting and Disclosure
Guidance for the Foreign Earnings Repatriation Provision within the American Jobs Creation Act of 2004 . The
American Jobs Creation Act of 2004 introduces a special one-time dividends received deduction on the repatriation of
certain foreign earnings to a U.S. taxpayer (repatriation provision), provided certain criteria are met. FSP FAS 109-2
gives a company additional time to evaluate the effects of the legislation on any plan for reinvestment or repatriation
of foreign earnings for purposes of applying SFAS No. 109, Accounting for Income Taxes. The deduction is subject to
a number of limitations, and uncertainty remains as to how to interpret numerous provisions in the Act. As such, the
Company is not in a position to decide on whether, and to what extent, it might repatriate foreign earnings that have
not yet been remitted to the U.S. based on its analysis to date. The Company therefore cannot reasonably estimate the
income tax effect of such repatriation. The Company expects to be in a position to finalize its assessment by
December 31, 2005.

Note 9. Earnings (Loss) Per Share

Shares used in the calculation of basic earnings per share are based on the weighted-average number of shares
outstanding, and for diluted earnings per share after adjustment for the assumed exercise of all potentially dilutive
stock options. Basic and diluted loss per share is calculated by dividing the net loss by the weighted-average number
of shares outstanding during each period. The weighted-average diluted shares outstanding for the three months ended
June 30, 2005 and 2004 excludes the dilutive effect of approximately 2,104,159 and 507,934 stock options,
respectively, and the weighted-average diluted shares outstanding for the six months ended June 30, 2005 and 2004
excludes the dilutive effect of approximately 1,017,168 and 535,235 stock options, respectively, since such options
have an exercise price in excess of the average market value of the Company s common stock during the respective
periods. In accordance with Emerging Issues Task Force ( EITF ) Issue No. 04-08, the weighted-average diluted shares
outstanding for the three and six months ended June 30, 2005 and 2004 includes the effect of approximately
4,058,445 shares that could be issued upon the conversion of the Company s convertible subordinated debentures
under certain circumstances and the numerator used in the calculation of diluted earnings per share was increased by
an amount equal to interest cost, net of tax, on the convertible subordinated debentures of approximately $581 for the
three months ended June 30, 2005 and 2004, and approximately $1,163 for the six months ended June 30, 2005 and
2004, since the effect is dilutive to the earnings per share calculation for all periods.

Three Months Ended
June 30,
2005 2004
Basic shares 34,927,068 35,977,397
Diluted shares 39,303,953 41,261,287
Six Months Ended
June 30,
2005 2004
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34,794,786
39,342,416
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35,612,247
40,926,346
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Note 10. Inventories

Inventories of $33,590 at June 30, 2005 included raw materials of $4,267, and work-in-process of $29,323. At
December 31, 2004, inventories of $20,559 included raw materials of $3,615 and work-in-process of $16,944.

Note 11. Accrued Restructuring and Integration Charges

The Company continually reviews its business, manages costs, and aligns its resources with market demand,
especially in light of the volatility of the capital markets and the resulting variability in transactional financial printing
activity. As a result, the Company took several steps over the last several years to reduce fixed costs, eliminate
redundancies, and better position the Company to respond to market pressures or unfavorable economic conditions.
As a result of these steps, the Company incurred restructuring charges for severance and personnel-related costs
related to headcount reductions, and costs associated with closing down and consolidating facilities.

During 2004, the Company initiated further cost reductions aimed at increasing operational efficiencies. These
restructuring charges included additional workforce reductions, the consolidation of the Company s fulfillment
operations with the digital print facility within the financial print segment, as well as adjustments related to changes in
assumptions in some previous office closings within the financial print segment. These actions resulted in
restructuring, integration and asset impairment charges totaling $8,449 for the year ended December 31, 2004.

During the first and second quarters of 2005, the Company continued to implement further cost reductions. These
restructuring charges included (i) the reduction of headcount in certain corporate management and administrative
functions that will not be replaced, (ii) revisions to estimates of costs associated with leased facilities which were
exited in prior periods, and (iii) the impairment of costs associated with the redesign of the Company s Intranet. These
actions resulted in restructuring, integration and asset impairment charges totaling $1,532 for the quarter ended
June 30, 2005, and $3,169 for the six months ended June 30, 2005.

The following information summarizes the costs incurred during the second quarter of 2005:

Severance
and
Personnel- Occupancy Asset
Related Costs Impairments Other Total
Costs
Financial printing $ 13 $ (15) $ $ 2 %S
Corporate/ Other 1,532 1,532
Total $ 13 $ (15) $ 1,532 $ 2 $ 1,532
15
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The activity pertaining to the Company s accruals related to restructuring charges and integration costs (excluding
non-cash asset impairment charges) since December 31, 2003, including additions and payments made, are
summarized below.

Severance
and
Personnel- Occupancy
Related Costs Other Total
Costs

Balance at December 31, 2003 $ 1,927 $ 4,035 $ 326 $ 6,288
2004 Expenses 2,588 3,550 1,841 7,979
Paid in 2004 (3,406) (2,358) (2,140) (7,904)
Balance at December 31, 2004 1,109 5,227 27 6,363
2005 Expenses 909 725 2 1,636
Paid in 2005 (1,056) (891) (29) (1,976)
Balance at June 30, 2005 $ 962 $ 5,061 $ $ 6,023

The majority of the remaining accrued severance and personnel-related costs are expected to be paid by the end of
2005, and the Company expects to incur total restructuring and integration charges in the full year 2005 of
approximately $3 to $8 million.

Note 12. Debt
The components of debt at June 30, 2005 and December 31, 2004 are as follows:

June 30, December 31,
2005 2004
Convertible subordinated debentures $ 75,000 $ 75,000
Senior revolving credit facility
Other 850 1,000
$ 75,850 $ 76,000

On May 11, 2005, the Company completed its new $150 million five-year senior, unsecured revolving credit
facility (the Facility ) with a bank syndicate. The Facility replaced the $115 million 3-year senior unsecured revolving
credit facility that was scheduled to expire in July 2005. Interest on borrowings under the Facility is payable at rates
that are based on the London InterBank Offered Rate ( LIBOR ) plus a premium that can range from 67.5 basis points
to 137.5 basis points depending on the Company s ratio of Consolidated Total Indebtedness to Consolidated EBITDA
( Leverage Ratio ) for the period of four consecutive fiscal quarters of the Company. The Company also pays quarterly
facility fees, regardless of borrowing activity under the Facility. The quarterly facility fees can range from 20 basis
points to 37.5 basis points of the Facility amount, depending on the Company s Leverage Ratio. The Facility expires in
May 2010. The Company had $150 million of borrowings available under this revolving credit facility as of June 30,
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2005.

The terms of the revolving credit agreement provide certain limitations on additional indebtedness, liens, restricted
payments, asset sales and certain other transactions. Additionally, the Company is subject to certain financial
covenants based on its results of operations. The Company was in compliance with all loan covenants as of June 30,
2005, and based upon its current projections, the Company believes it will be in compliance with the quarterly loan
covenants for the remainder of fiscal year 2005. The Company is not subject to any financial covenants under the
convertible subordinated debentures.

The Company s Canadian subsidiary has a $4.3 million Canadian dollar credit facility. There was no outstanding
balance on this credit facility as of June 30, 2005 and December 31, 2004.

16
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Note 13. Postretirement Benefits

The Company sponsors a defined benefit pension plan which covers certain United States employees not covered
by union agreements. Benefits are based upon salary and years of service. The Company s policy is to contribute an
amount necessary to meet the ERISA minimum funding requirements. This plan was closed to new participants
effective January 1, 2003. In addition, effective January 1, 2003, the benefits of current participants in the plan are
computed at a reduced accrual rate for credited service after January 1, 2003, except for certain employees who will
continue to accrue benefits under the existing formula if they satisfied certain age and years of service requirements.
The Company also has an unfunded supplemental executive retirement plan (SERP) for certain executive management
employees. The defined benefit pension plan and the SERP are described more fully in Note 13 to the Company s
annual report on Form 10-K for the year ended December 31, 2004. Employees covered by union agreements are
included in separate multi-employer pension plans to which the Company makes contributions. Plan benefit and net
asset data for these multi-employer pension plans are not available. Also, certain non-union international employees
are covered by other retirement plans.

The components of the net periodic benefit cost are as follows:

Pension Plan SERP
Three Months Ended Three Months Ended
June 30, June 30,
2005 2004 2005 2004
Service cost $ 1,651 $ 1,518 $ 96 $ 168
Interest cost 1,696 1,684 351 409
Expected return on plan assets (1,760) (1,335)
Amortization of transition (asset) liability (80) (80) 25 25
Amortization of prior service cost 80 80 378 337
Amortization of actuarial loss 118 280 218 152
Net periodic cost of defined benefit plans 1,705 2,147 1,068 1,091
Union plans 103 94
Other retirement plans 380 354
Total cost $ 2,188 $ 2,595 $ 1,068 $ 1,091
Pension Plan SERP
Six Months Ended Six Months Ended
June 30, June 30,

2005 2004 2005 2004
Service cost $ 3,302 $ 3,036 $ 192 $ 336
Interest cost 3,392 3,368 702 818

Table of Contents 30



Edgar Filing

Expected return on plan assets
Amortization of transition (asset) liability
Amortization of prior service cost
Amortization of actuarial loss

Net periodic cost of defined benefit plans
Union plans

Other retirement plans

Total cost

The Company is not required to make any contributions to its pension plan in 2005.
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(3,520)

(160)
160
236

3,410
185
794

$ 4,389

(2,670)

(160)
160
560

4,294
189
741

$ 5224

50
756
436

2,136

$ 2,136

50
674
304

2,182

$ 2,182
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Note 14. Income Taxes

Income tax expense for the quarter ended June 30, 2005 was $6,678 on pre-tax income from continuing operations
of $14,487 compared to income tax expense of $7,155 on pre-tax income from continuing operations of $16,833 for
the quarter ended June 30, 2004. Income tax expense for the six months ended June 30, 2005 was $10,160 on pre-tax
income from continuing operations of $22,193, compared to income tax expense for the same period in 2004 of
$9,961 on pre-tax income from continuing operations of $22,845. The size of the non-deductible expenses are
relatively unchanged from year to year, and the rate applied to U.S. taxable income was approximately 38% for all
periods.

In October 2004, the American Jobs Creation Act of 2004 (the Act) was enacted. The Act creates a temporary
incentive for U.S. corporations to repatriate accumulated income earned abroad by providing an 85% dividends
received deduction for certain dividends from controlled foreign corporations. The deduction is subject to a number of
limitations, and uncertainty remains as how to interpret numerous provisions in the Act. As such, the Company is not
in a position to decide on whether, and to what extent, it might repatriate foreign earnings that have not yet been
remitted to the U.S. based on its analysis to date. The Company therefore cannot reasonably estimate the income tax
effect of such repatriation. The Company expects to be in a position to finalize its assessment by December 31, 2005.
Note 15. Accumulated Other Comprehensive Income

The components of accumulated other comprehensive income are summarized as follows:

June 30, December 31,
2005 2004
Foreign currency translation adjustment $ 24,729 $ 40,077
Minimum pension liability adjustment (net of tax effect) (2,870) (2,870)
Unrealized losses on marketable securities (net of tax effect) (38) (20)
$ 21,821 $ 37,187

Note 16. Segment Information

The Company is the world s largest financial printer. Bowne empowers clients information by combining superior
customer service with advanced technologies to manage, repurpose and distribute that information to any audience,
through any medium, in any language, anywhere in the world. The Company is also a leader in providing litigation
support services to law firms and corporate law departments.

The Company s operations consist of two reportable business segments, financial print and litigation solutions. The
services of the financial print segment are marketed throughout the world. The major services provided by each
segment are as follows:

Financial Print transactional financial printing, compliance printing, mutual fund printing, commercial
printing, digital printing, and electronic delivery of personalized communications.

Litigation Solutions  consulting, electronic discovery and software solutions, including DecisionQuest®, one of
the nation s largest trial research firms.

As discussed in Note 4 to the Condensed Consolidated Financial Statements, the Company announced plans to sell
its globalization segment (BGS) to Lionbridge. The results from this business are not included in the segment results
below. Segment information for the three months and six months ended June 30, 2004 has been reclassified to reflect
this presentation.

18
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Also discussed in Note 4 to the Condensed Consolidated Financial Statements, the Company sold its document
outsourcing business in November of 2004. The results from this business are not included in the segment results
presented below. The results for its litigation solutions business which historically has been presented in the
outsourcing segment are now reflected as a separate reportable business segment. Segment information for the three
months and six months ended June 30, 2004 has been reclassified to reflect this presentation.

Information regarding the operations of each business segment is set forth below. Performance is evaluated based
on several factors, of which the primary financial measure is segment profit. Segment profit is defined as gross margin
(revenue less cost of revenue) less selling and administrative expenses, plus the Company s equity share of income
(losses) associated with a joint venture investment in the Litigation Solutions segment. Segment performance is
evaluated exclusive of interest, income taxes, depreciation, amortization, certain shared corporate expenses,
restructuring, integration and asset impairment charges, gain on sale of building, other expenses and other income.
Therefore, this information is presented in order to reconcile to income from continuing operations before income
taxes. The Corporate/ Other category includes (i) corporate expenses for shared administrative, legal, finance and
other support services which are not directly attributable to the operating segments, (ii) restructuring, integration and
asset impairment charges, and (iii) other expenses and other income.

Three Months Ended
June 30,
2005 2004
Restated
(In thousands)
(Unaudited)
Revenue from external customers:
Financial print $ 197,628 $ 194,501
Litigation solutions 7,617 9,751
$ 205,245 $ 204,252
Segment profit:
Financial print $ 28,967 $ 31,279
Litigation solutions 829 526
Corporate/Other (see detail below) (7,215) (5,399)
22,581 26,406
Depreciation expense $ (6,551) $ (6,707)
Amortization expense (235) (165)
Interest expense (1,308) (2,701)
Income from continuing operations before income taxes $ 14,487 $ 16,833
Corporate/Other (by type):
Shared corporate expenses $ (5,195) $ (5,754)
Other (expense) income, net (488) 100
Gain on sale of building 896
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Restructuring charges, integration costs and asset impairment charges

$

19

(1,532)

(7,215)

$

(641)

(5,399)
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Six Months Ended
June 30,
2005 2004
Restated
(In thousands)
(Unaudited)
Revenue from external customers:
Financial printing $ 357,552 $ 364,024
Litigation solutions 15,674 18,312
$ 373,226 $ 382,336
Segment profit:
Financial printing $ 49,651 $ 55,841
Litigation solutions 1,542 1,068
Corporate/Other (see detail below) (12,804) (14,745)
38,389 42,164
Depreciation expense $ (13,133) $ (13,598)
Amortization expense 470) (330)
Interest expense (2,593) (5,391)
Income from continuing operations $ 22,193 $ 22,845
Corporate/Other (by type):
Shared corporate expenses $ (10,273) $ (10,813)
Other income, net 638 169
Gain on sale of building 896
Restructuring charges, integration costs and asset impairment charges (3,169) (4,997)

$ (12,804) $ (14,745)
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations (In thousands,
except per share information and where noted)
Cautionary Statement Concerning Forward Looking Statements

The Company desires to take advantage of the safe harbor provisions of the Private Securities Litigation Reform
Act of 1995 (the 1995 Act ). The 1995 Act provides a safe harbor for forward-looking statements to encourage
companies to provide information without fear of litigation so long as those statements are identified as
forward-looking and are accompanied by meaningful cautionary statements identifying important factors that could
cause actual results to differ materially from those projected.

This report includes and incorporates by reference forward-looking statements within the meaning of the 1995
Act. These statements are included throughout this report, and in the documents incorporated by reference in this
report, and relate to, among other things, projections of revenues, earnings, earnings per share, cash flows, capital
expenditures, working capital or other financial items, output, expectations regarding acquisitions, discussions of
estimated future revenue enhancements, potential dispositions and cost savings. These statements also relate to the
Company s business strategy, goals and expectations concerning the Company s market position, future operations,
margins, profitability, liquidity and capital resources. The words anticipate , believe , could , estimate , expect , in

may , plan , predict , project , will and similar terms and phrases identify forward-looking statements in this report
the documents incorporated by reference in this report.

Although the Company believes the assumptions upon which these forward-looking statements are based are
reasonable, any of these assumptions could prove to be inaccurate and the forward-looking statements based on these
assumptions could be incorrect. The Company s operations involve risks and uncertainties, many of which are outside
the Company s control, and any one of which, or a combination of which, could materially affect the Company s results
of operations and whether the forward-looking statements ultimately prove to be correct.

Actual results and trends in the future may differ materially from those suggested or implied by the
forward-looking statements depending on a variety of factors including, but not limited to:

general economic or capital market conditions affecting the demand for transactional financial printing or the
Company s other services;

competition based on pricing and other factors;

fluctuations in the cost of paper, other raw materials and utilities;

fluctuations in foreign currency rates;

changes in air and ground delivery costs and postal rates and postal regulations;
seasonal fluctuations in overall demand for the Company s services;

changes in the printing market;

the Company s ability to integrate the operations of acquisitions into its operations;
the financial condition of the Company s clients;

the Company s ability to continue to obtain improved operating efficiencies;

the Company s ability to continue to develop services for its clients;
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changes in the rules and regulations to which the Company is subject and the cost of complying with these rules
and regulations, including environmental and health and welfare benefit regulations;

changes in the rules and regulations to which the Company s clients are subject, such as the Sarbanes-Oxley Act
of 2002, which may result in decreased capital markets activity as issuers weigh enhanced liabilities against the

benefits of conducting securities offerings;
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the effects of war or acts of terrorism affecting the overall business climate;
loss or retirement of key executives or employees; and

natural events and acts of God such as earthquakes, fires or floods.
Many of these factors are described in greater detail in the Company s filings with the Securities and Exchange
Commission, including those incorporated by reference in this report. All future written and oral forward-looking
statements attributable to the Company or persons acting on behalf of the Company are expressly qualified in their
entirety by the previous statements.
Overview

On June 27, 2005, the Company announced that it had entered into a definitive agreement to sell its globalization
business, Bowne Global Solutions, to Lionbridge Technologies, Inc., a provider of globalization and testing services,
for a total sale price with a value between $180 million and $198 million. The sale is expected to close during the third
quarter of 2005. Effective with the second quarter of 2005, the globalization segment is reflected as a discontinued
operation and all prior periods have been reclassified to reflect this presentation.

The Company s results of operations for the three and six months ended June 30, 2005 were impacted by the
effects of the continuing slowdown in capital markets activity. For the quarter ended June 30, 2005, total revenue
increased slightly to $205.2 million, while segment profit declined 14% to $22.6 million. For the six months ended
June 30, 2005, total revenue declined 2% to $373.2 million, while segment profit decreased 9% to $38.4 million.

The results of the Company s two reporting segments are discussed below.

Financial Print. Revenue increased $3.1 million, or 1.6%, to $197.6 million and segment profit decreased

$2.3 million, or 7.4%, to $29.0 million for the second quarter of 2005 as compared to the same period last year.
For the first half of 2005, revenue decreased $6.5 million, or 1.8%, to $357.6 million and segment profit
decreased $6.2 million, or 11.1%, to $49.7 million as compared to the same period in 2004. These results are
primarily due to a 10% and 16% decrease in transactional revenue for the quarter and six months ended June 30,
2005 as compared to the same period in the prior year. Offsetting the decrease in transactional print business are
increases in non-transactional revenue, which includes mutual fund and compliance revenue, for the quarter and
six months ended June 30, 2005 as compared to 2004. The Company is cautious about the remainder of 2005 in
Financial Print due to the continuing decline in overall transactional filings in 2005.

Litigation Solutions. Revenue decreased $2.1 million and $2.6 million for the three and six months ended

June 30, 2005, respectively, as compared to the same periods in 2004. Segment profit increased $0.3 million and
$0.5 million for the three and six months ended June 30, 2005, respectively, as compared to the same periods in
2004.

As discussed in Note 4 to the Condensed Consolidated Financial Statements, the Company sold its document
outsourcing business in November of 2004. The results for the three and six months ended June 30, 2004 have been
reclassified to reflect this business as a discontinued operation and the results for the litigation support services
business which historically has been presented in the outsourcing segment are now presented as a separate reportable
segment.

Items Affecting Comparability

The Company continually reviews its business, manages costs, and aligns its resources with market demand,
especially in light of the volatility of the capital markets experienced over the last several years and the resulting
variability in transactional financial printing activity. As a result, the Company took several steps over the last several
years to reduce fixed costs, eliminate redundancies, and better position the Company to respond to market pressures or
unfavorable economic conditions.
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The following tables summarize the amounts incurred for restructuring, integration and asset impairment charges
for each operating unit for the quarter and six months ended June 30, 2005 and 2004:

Quarters Ended Six Months Ended
June 30, June 30,

2005 2004 2005 2004
Financial Print $ $ 583 $ 942 $ 4,076
Litigation Solutions 28 11 28
Corporate/ Other 1,532 30 2,216 893
Total $ 1,532 $ 641 $ 3,169 $ 4997
After-tax impact $ 942 $ 406 $ 1,996 $ 3,148
Per share impact $ 0.02 $ 0.01 $ 0.05 $ 0.08

The charges taken in the three and six months ended June 30, 2005 reflect (i) the reduction of headcount in certain
corporate management and administrative functions that will not be replaced, (ii) revisions to estimates of costs
associated with leased facilities which were exited in prior periods, and (iii) the impairment of costs associated with
the redesign of the Company s Intranet. Further discussion of the restructuring activities is included in the segment
information which follows, as well as in Note 11 to the Condensed Consolidated Financial Statements.

The Company expects to incur total restructuring and integration charges for the full year 2005 of approximately
$3 to $8 million.

In May 2004, the Company sold its financial print facility in Dominguez Hills, California for net proceeds of
$6,731, recognizing a gain on the sale of $896 ($551 after tax, or $0.01 per share) during the quarter ended June 30,
2004.

Results of Operations

Management evaluates the performance of its operating segments separately to monitor the different factors
affecting financial results. Each segment is subject to review and evaluation as management monitors current market
conditions, market opportunities and available resources. The performance of each segment is discussed over the next
few pages.

Management uses segment profit to evaluate the performance of its operating segments. Segment profit is defined
as gross margin (revenue less cost of revenue) less selling and administrative expenses, plus the Company s equity
share of income (losses) associated with a joint venture investment in the Litigation Solutions segment. Segment
performance is evaluated exclusive of interest, income taxes, depreciation, amortization, certain shared corporate
expenses, restructuring, integration and asset impairment charges, gain on sale of building, other expenses and other
income. Therefore, this information is presented in order to reconcile to income from continuing operations before
income taxes. The Corporate/ Other category includes (i) corporate expenses for shared administrative, legal, finance
and other support services which are not directly attributable to the operating segments, (ii) restructuring, integration
and asset impairment charges, and (iii) other expenses and other income. Segment profit is measured because
management believes that such information is useful in evaluating the results of certain segments relative to other
entities that operate within these industries and to its affiliated segments.
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Quarter Ended June 30, 2005 Compared to Quarter Ended June 30, 2004

Financial Print
Quarters Ended June 30,
Quarter Over
Quarter
% of % of
Financial Print Results: 2005 Revenue 2004 Revenue $ %e
Change Change
(Dollars in thousands)

Revenue:

Transactional financial

printing $ 65,295 33% $ 72217 37% $ (6,922) (10)%

Compliance reporting 62,579 32 57,989 30 4,590 8

Mutual funds 45,797 23 42,945 22 2,852 7

Commercial 12,425 6 10,981 6 1,444 13

Other 11,532 6 10,369 5 1,163 11
Total revenue 197,628 100 194,501 100 3,127 2
Cost of revenue (123,635) (63) (116,837) (60) (6,798) 6
Gross margin 73,993 37 717,664 40 (3,671) (5)
Selling and administrative (45,026) (23) (46,385) (24) 1,359 3)
Segment profit $ 28,967 14% $ 31,279 16% (2,312) (7%
Other Items:
Depreciation $ (6,080) B)% $ (6,028) B)% $ (52) 1%
Restructuring, integration
and asset impairment
charges (583) 0) 583 (100)
Gain on sale of building 896 0 (896) (100)

Financial Print revenue increased 2% for the quarter ended June 30, 2005, with the largest class of service in this
segment, transactional financial printing, down 10% as compared to 2004. This decline in revenue from transactional
financial printing is consistent with the overall decline in capital market activity as measured by the number of
Securities and Exchange Commission filings, which also declined year over year. Partially offsetting the decrease in
transactional printing revenue was the increase in revenue generated from non-transactional printing services.

Revenue from the international markets increased 38% to approximately $41,146 for the quarter ended June 30,
2005, as compared to $29,709 for the quarter ended June 30, 2004. This increase is primarily due to increases in
transactional and compliance revenue from Europe, Canada, and Asia. The increase is also partially due to the
weakness in the U.S. dollar compared to foreign currencies. At constant exchange rates, revenue from international
markets increased 32% for the quarter ended June 30, 2005 compared to 2004.

Compliance reporting revenue increased 8% compared to last year s second quarter due in part to the new
Securities and Exchange Commission regulations and more extensive disclosure requirements. Mutual fund services
revenue increased 7% and commercial revenue increased 13% for the quarter ended June 30, 2005, which is primarily
due to the addition of several new clients and additional work from existing clients.
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Other revenue increased 11% for the quarter ended June 30, 2005, compared to the same period in 2004. This
increase resulted from increases in fulfillment services compared to last year s second quarter.

Gross margin of the financial print segment decreased by 5%, and the margin percentage decreased by
approximately three percentage points to 37%. The decreased activity in transactional financial printing negatively
impacts gross margins since, historically, transactional financial printing is our most profitable class of service. The
growth in non-transactional work (mutual fund, commercial, other) also impacts gross margin percentage since this
work is not as profitable as transactional work. Gross margins were also negatively impacted due to competitive

pricing pressure.
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Selling and administrative expenses decreased 3%. This decrease is primarily due to reductions in incentive
compensation expense and certain variable administrative expenses. As a percent of revenue, selling and
administrative expenses decreased approximately one percentage point to 23% for the quarter ended June 30, 2005 as
compared to the same period in the prior year.

The resources that the Company commits to the transactional financial printing market are significant and
management continues to balance these resources with market conditions. In the second quarter of 2004, the Company
incurred costs associated with the consolidation of certain administrative functions and the consolidation of the
Company s fulfillment operations with its digital print facility totaling $583. There were no restructuring and asset
impairment charges related to the financial print segment in the second quarter of 2005.

In May 2004, the Company sold its financial printing facility in Dominguez Hills, California for net proceeds of
$6,731, recognizing a gain on the sale of $896 during the quarter ended June 30, 2004. The Company moved to a new
leased facility in Southern California during the third quarter of 2004.

Segment profit (as defined in Note 16 to the Condensed Consolidated Financial Statements) from this segment
decreased 7% for the quarter ended June 30, 2005 compared to 2004. The decrease in segment profit is primarily a
result of the decreased transactional pri