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REVENUE
Products
Services

Total revenue

COST OF SALES
Products
Services

Total cost of sales

GROSS MARGIN

OPERATING EXPENSES
Research and development
Selling, general and administrative
Depreciation and amortization
Asset impairments
Restructuring charges

Total operating expenses

INCOME (LOSS) FROM
CONTINUING OPERATIONS

OTHER INCOME (EXPENSE)

PART I - FINANCIAL INFORMATION
THE STANDARD REGISTER COMPANY
CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME
(Dollars in thousands, except per share amounts)

13 Weeks Ended

July 3
2005

$ 191,832
33,626
225,458

127,606
19,454
147,060

78,398
2,378
62,794

10,735

1,472
77,379

1,019

June 27
2004

$ 190,964
29,889
220,853

121,185
18,926
140,111

80,742

3,747
69,085
10,712

789

2,195

86,528

(5,786)

26 Weeks Ended
July 3 June 27
2005 2004

$ 389,884 $ 380,132
67,553 60,997
457,437 441,129
256,185 238,028
38,745 39,390
294,930 277,418
162,507 163,711
5,044 7,352
129,071 144,922
20,908 21,331
- 789
2,000 5,536
157,023 179,930
5,484 (16,219)
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Interest expense
Investment income and other

Total other expense

INCOME (LOSS) FROM
CONTINUING OPERATIONS

BEFORE INCOME TAXES

INCOME TAX EXPENSE
(BENEFIT)

NET LOSS FROM CONTINUING
OPERATIONS

DISCONTINUED OPERATIONS

Income from discontinued operations,
net of taxes

Gain on sale of discontinued
operations, net of taxes

NET INCOME (LOSS)

BASIC AND DILUTED EARNINGS
(LOSS) PER SHARE

Income (loss) from continuing
operations

Income from discontinued operations

Gain on sale of discontinued
operations, net of taxes

Net income (loss) per share

Dividends Paid Per Share

NET INCOME (LOSS)
Deferred cost on forward contract

Foreign currency translation adjustment

COMPREHENSIVE INCOME
(LOSS)

See accompanying notes.

(631)
(15)
(646)

373

3,087

$ (2,714)

406

$  (2,308)

$  (0.09)

0.01
$  (0.08)

$ 0.23
$  (2,308)

34
(85)

$ (2,359

$

(642)
79
(563)

(6,349)

(3,218)

(3,131)

510

(2,621)

0.11)
0.02

(0.09)
0.23
(2,621)

377
(146)

(2,390)

(1,297)

84

(1,213)
4,271
4,777

$ (506)
552

$ 46
$  (0.02)
0.02

$ -
$ 0.46
$ 46
61

(156)

$ (49)

$

(1,332)
129
(1,203)

(17,422)

(7,485)

(9,937)

817

(9,120)

(0.35)
0.03

(0.32)
0.46
(9,120)

239
(146)

(9,027)
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THE STANDARD REGISTER COMPANY

CONSOLIDATED BALANCE SHEETS
(Dollars in thousands)

July 3, January 2,
ASSETS 2005 2005
CURRENT ASSETS
Cash and cash equivalents $ 8,228 $ 44,088
Accounts and notes receivable, less allowance for doubtful
accounts of $4,503 and $3,903, respectively 121,080 128,396
Inventories 46,468 51,796
Deferred income taxes 16,235 16,577
Prepaid expense 14,976 11,383
Total current assets 206,987 252,240
PLANT AND EQUIPMENT
Buildings and improvements 68,779 67,767
Machinery and equipment 222,414 221,904
Office equipment 167,255 170,534
Total 458,448 460,205
Less accumulated depreciation 331,187 323,808
Depreciated cost 127,261 136,397
Plant and equipment under construction 7,896 7,775
Land 2,813 2,813
Net assets held for sale 175 175
Total plant and equipment 138,145 147,160
OTHER ASSETS
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Goodwill

Intangible assets, net

Deferred tax asset

Software development costs, net
Restricted cash

Other

Total other assets

Total assets

See accompanying notes.

6,557
11,749
81,443

9,402

1,200
23,741

134,092

$ 479,224

6,557
13,189
86,505
10,507

3,237
23,578

143,573

$ 542973
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THE STANDARD REGISTER COMPANY

CONSOLIDATED BALANCE SHEETS
(Dollars in thousands)

July 3,
LIABILITIES AND SHAREHOLDERS' EQUITY 2005
CURRENT LIABILITIES
Current portion of long-term debt 552
Accounts payable 34,423
Accrued compensation 25,148
Deferred revenue 4,221
Accrued restructuring 3,490
Other current liabilities 22,340
Total current liabilities 90,174
LONG-TERM LIABILITIES
Long-term debt 40,592
Pension benefit obligation 86,264
Retiree health care obligation 45,318
Deferred compensation 15,118
Other long-term liabilities 605
Total long-term liabilities 187,897
SHAREHOLDERS' EQUITY
Common stock, $1.00 par value:
Authorized 101,000,000 shares
Issued 2005 -25,996,753; 2004 - 25,693,001 25,997
Class A stock, $1.00 par value:
Authorized 9,450,000 shares
Issued - 4,725,000 4,725
Capital in excess of par value 60,004

January 2,
2005

$ 80,549
38,183

27,116

3,832

4,775

34,569
189,024

867
83,273
46,826
16,832

746

148,544

25,693

4,725
56,100

10
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Accumulated other comprehensive losses (110,792) (110,697)
Retained earnings 275,112 281,670
Treasury stock at cost:
1,923,762 shares (49,351) (49,351)
Unearned compensation - restricted stock (4,542) (2,735)
Total shareholders' equity 201,153 205,405
Total liabilities and shareholders' equity $ 479,224 $ 542,973

See accompanying notes.

11
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THE STANDARD REGISTER COMPANY
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Dollars in thousands)

26 Weeks Ended 26 Weeks Ended
July 3 June 27
2005 2004
CASH FLOWS FROM OPERATING
ACTIVITIES
Net income (loss) $ 46 $ (9,120)
Adjustments to reconcile net loss to net
cash provided by (used in) operating
activities:
Depreciation and amortization 20,908 21,365
Asset impairments - 789
Restructuring charges 2,000 5,576
Gain on sale of discontinued operations (552) -
Pension and postretirement benefit
expense 10,401 10,450
Amortization of unearned compensation
- restricted stock 1,041 1,348
Loss on sale of assets 537 250
Deferred tax expense (benefit) 5,404 (6,131)
Other 232 265
Changes in operating assets and
liabilities:
Accounts and notes receivable 7,137 (3,793)
Inventories 5,328 (2,396)
Prepaid income taxes (898) 555
Other assets (1,019) (3,170)
Restructuring spending (3,264) (5,100)
Accounts payable and accrued
expenses (10,010) (4,368)
Pension and postretirement obligation (8,917) (10,825)
Deferred income 389 237
Other liabilities (1,857) 181

12
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Net cash provided by (used in)
operating activities

CASH FLOWS FROM INVESTING
ACTIVITIES

Additions to plant and equipment

Proceeds from sale of plant and
equipment

Acquisitions

Additions to other investments

Net cash used in investing activities

CASH FLOWS FROM FINANCING
ACTIVITIES

Net change in borrowings under
revolving credit facility

Principal payments on long-term debt
Proceeds from issuance of common stock
Debt issuance costs

Dividends paid

Net cash used in financing activities

Effect of exchange rate changes on cash

NET DECREASE IN CASH AND
CASH EQUIVALENTS

Cash and cash equivalents at beginning
of period

CASH AND CASH EQUIVALENTS
AT END OF PERIOD

See accompanying notes.

26,906

(10,085)

286

(9,799)

(40,000)
(272)
1,383
(769)

(13,170)

(52,828)

(139)

(35,860)

44,088

8,228

(3,887)

(10,080)

1,630
(1,503)
(121)

(10,074)

(25,000)
(12)
784

(13,124)

(37,352)

(85)

(51,398)

76,959

25,561

13
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THE STANDARD REGISTER COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in thousands, except per share amounts)

NOTE 1 BASIS OF PRESENTATION

The accompanying consolidated financial statements include the accounts of The Standard Register Company and its
wholly owned subsidiaries (collectively, the Company) after elimination of intercompany transactions, profits, and
balances. The Company s investments in international joint ventures are included in the accompanying consolidated
financial statements using the equity method of accounting. The Company s share of earnings (losses) from these joint
ventures is included in Investment income (expense) for periods ending one month prior to the Company s fiscal
period-end in order to ensure timely preparation of the consolidated financial statements. The consolidated financial
statements are unaudited and have been prepared in accordance with accounting principles generally accepted in the
United States of America for interim financial information and with instructions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not include all of the information and notes required for complete annual
financial statements and should be read in conjunction with the Company s audited consolidated financial statements
and notes for the year ended January 2, 2005 included in the Company s Annual Report on Form 10-K.

In the opinion of management, all adjustments (consisting only of normal recurring accruals) necessary for a fair
presentation have been included. The results for interim periods are not necessarily indicative of trends or of results to
be expected for a full year. Certain prior-year amounts have been reclassified to conform to the current-year
presentation.

NOTE 2 RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In December 2004, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting
Standards (SFAS) No. 123(R), "Share Based Payment (Revised 2004)," which requires that compensation costs
relating to share-based payment transactions be recognized in the financial statements and includes implementation
guidance on measuring the fair value of share-based payments. Statement 123(R) covers a wide range of share-based
compensation arrangements including share options, restricted share plans, performance-based awards, share
appreciation rights, and employee share purchase plans. SFAS No. 123(R) replaces SFAS No. 123, "Accounting for
Stock-Based Compensation," and supersedes APB Opinion No. 25, "Accounting for Stock Issued to Employees."
SFAS No. 123, as originally issued, preferred a fair-value-based method of accounting for share-based payment
transactions with employees, but permitted the option of continuing to apply the guidance in Opinion No. 25 and
disclosing in the footnotes the effect on net income of applying the preferred fair-value-based method.

The United States Securities and Exchange Commission (SEC) announced on April 14, 2005 that it approved a
phased-in implementation process for SFAS No. 123(R). Under the new SEC implementation process, the Company s
effective date for adopting SFAS No. 123(R) has been extended six months. The Company will adopt SFAS No.

14
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123(R)'s fair value method of accounting for share-based payments to employees in the first quarter of fiscal 2006, as
opposed to the third quarter of fiscal 2005, as originally required by SFAS No. 123(R).

In May 2005, the FASB issued SFAS No. 154, "Accounting Changes and Error Corrections - a replacement of APB
Opinion No. 20 and FASB Statement No. 3". SFAS No. 154 requires, unless impracticable, retrospective application

to prior periods financial statements of changes in accounting principle. SFAS No. 154 also requires that retrospective
application of a change in accounting principle be limited to the direct effects of the change. Indirect effects of a
change in accounting principle should be recognized in the period of the accounting change. The new standard is
effective for accounting changes and corrections of errors made in fiscal years beginning after December 15, 2005.

The Company will adopt the provisions of SFAS No. 154, as applicable, beginning in fiscal 2006 and does not
anticipate that the adoption of this standard will have a material effect on the Company s consolidated results of
operations, financial position, or cash flows.

NOTE 3 DISCONTINUED OPERATIONS

In December 2004, the Company sold selected assets and transferred selected liabilities of its equipment service
business to Pitney Bowes. The transaction was completed on December 31, 2004 and resulted in a gain of $12,820,
net of income taxes of $8,550. In second quarter of 2005, the Company finalized the working capital adjustment with
Pitney Bowes related to the sale of the service business. The net impact of this adjustment and the adjustment of
related reserves resulted in a $552 increase in the gain on sale, net of income taxes.

15
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The sale of the equipment service business, which had been a component of the Document and Label Solutions
segment, met the criteria to be accounted for as a discontinued operation under SFAS No. 144, Accounting for the
Impairment or Disposal of Long-Lived Assets, and the results of operations have been excluded from continuing
operations in the accompanying Consolidated Statements of Income. Revenue of the equipment service business
included in discontinued operations was $5,633 and $11,411 for the 13- and 26-week periods ended June 27, 2004.
No interest expense was allocated to discontinued operations.

NOTE 4 RESTRUCTURING AND IMPAIRMENT CHARGES

In 2001, the Company completed major restructuring actions and, in the last three fiscal years, has executed additional
restructuring actions as part of an on-going effort to realign resources to improve utilization and profitability. These
restructuring plans are more fully described in Note 4 to the Consolidated Financial Statements included in the
Company s Annual Report on Form 10-K for the year ended January 2, 2005.

Liabilities for costs associated with a restructuring cannot be recorded until the liability is incurred and the fair value
can be estimated, except for certain one-time termination benefits. Therefore, certain restructuring costs, primarily
sublease payments and the associated taxes, utilities and maintenance costs, and remaining relocation costs will be
expensed as incurred through 2006. All costs are included in restructuring charges in the accompanying Consolidated
Statements of Income.

Pre-tax components of restructuring expense are as follows:

13 Weeks Ended 26 Weeks Ended
July 3, 2005 June 27, 2004 July 3, 2005 June 27, 2004
2004 Restructuring Actions
Severance and employer
related costs $ 456 $ 1,430 $ 536 $ 3,722
Contract exit and termination
costs 664 @) 673 128
Associated costs - 15 - 60
Total 2004 1,120 1,438 1,209 3,910
2003 Restructuring Actions
Contract exit and termination
costs 47 171 151 293
Associated costs - - - 146

16
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Total 2003 47 171 151 439

2001 Restructuring Actions

Contract exit and termination

costs 305 586 640 1,187

Total 2001 305 586 640 1,187
Total restructuring expense $ 1,472 $ 2,195 $ 2,000 $ 5,536
2004 Restructuring

In 2004, the Company initiated several restructuring actions as part of a drive to reduce costs. The Company
integrated its sales specialist organization with its regional sales organization to improve coordination, resource
deployment, and productivity; adjusted its client services model to improve efficiency; and went to a shared service
model in various administrative areas to reduce costs. The Company also outsourced part of its information
technology operations, including hardware management, help desk support, and telecommunications. As a result of
all these actions, the Company eliminated a significant number of positions, including four executive officer positions.

In addition, the Company reduced the workforce and leased office space at its InSystems headquarters. InSystems had
experienced significant declines in their revenues and margins in recent periods, and the Company elected to reduce
costs and refocus attention on InSystems key product lines.

17
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Most of the actions were completed by the end of 2004. Costs incurred included severance and employer related
costs, including outplacement and healthcare allowances; lease termination costs for one sales office and a portion of
the InSystems headquarters, including contractual obligations for taxes, utilities, and maintenance costs; and
associated travel and moving costs related to the restructuring actions.

Late in June 2005, InSystems trimmed its staffing by an additional ten persons and elected to vacate and offer an
additional portion of its headquarters facility for sublease. In conjunction with these actions, the Company recorded a
pretax restructuring charge of approximately $1.1 million in the second quarter of fiscal 2005. Costs incurred
included severance and employer related costs, including outplacement and healthcare allowances; lease termination
costs for a portion of the InSystems headquarters, including contractual obligations for taxes, utilities, and
maintenance costs.

Remaining restructuring expense will be recorded through 2006, primarily for the vacated sales office, as the amount
accrued is net of any expected sub-lease income and the Company has been unable to sublease this facility.

Pre-tax components of 2004 restructuring charges are as follows:

Total Costs Total Cumulative-
Expected 02 2005 To-Date
to be Restructuring Restructuring

Incurred Expense Expense
Severance and employer related costs $ 10,722 $ 456 $ 10,648
Contract lease termination costs 1,998 664 1,954
Other exit costs 149 - 149
Total $ 12,869 $ 1,120 $ 12,751
BY SEGMENT:
Document and Label Solutions $ 4,948 $ (23) $ 4,837
POD Services 710 - 703
InSystems 3,807 1,134 3,807
Other 3,404 9 3,404
Total $ 12,869 $ 1,120 $ 12,751

A summary of the 2004 restructuring accrual activity is as follows:

18
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Charged to
Accrual
Severance and
employer $ 10,006

related costs

Contract termination

costs 1,278
Other 45

Total $ 11,329
2003 Restructuring

Incurred
in 2004

$ (6,713)

(61)

(45)

$ (6,819)

Reversed Balance

in 2004 2004

$ (3%84)  $2,909
(9) 1,208

$  (393) $4,117

Charged
to Incurred

Accrual

$

$

510 $

652

1,162 $

in 2005

(1,867)

412)

(2,279)

Balance

2005

$ 1,552

1,448

$ 3,000

In 2003, the Company initiated several restructuring actions to improve utilization and profitability. The Company

consolidated four printing and service operations within the POD Services segment to form a new regional

print-on-demand and fulfillment center in Dallas, Texas. Within the Document and Label Solutions segment, a rotary
printing plant was closed to trim excess capacity, and several warehouses were consolidated. Within the InSystems
segment, the Company determined that certain software development initiatives would not produce an adequate return
and elected to stop further investment in those projects. In conjunction with this decision and to further reduce costs,
the Company reduced staffing levels within this segment. The Company also relocated its SMARTworks operations

and eliminated management and other positions at its corporate headquarters.
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All of the actions were completed by the end of 2004. Costs incurred included severance and employer related costs,
including outplacement and healthcare allowances; lease termination costs, including contractual obligations for taxes,
utilities, and maintenance costs; and other associated costs directly related to the restructuring efforts, including travel,

security, and the relocation of SMARTworks. At January 2, 2005, approximately $573 of additional restructuring

expense remained that will be recorded through 2006 related to vacated facilities that the Company has been unable to

sublease.

Pre-tax components of 2003 restructuring charges are as follows:

Severance and employer related costs
Contract termination costs:

Lease obligations

Contractual lease obligations for taxes,

utilities, and maintenance costs

Associated costs:

Travel

Equipment removal and relocation

Other exit costs
Total

BY SEGMENT:

Document and Label Solutions

POD Services
InSystems
Other

Total

Total Costs
Expected
to be
Incurred

$ 10,848

3,056

129

332

2,908

2,056

$ 19,329

$ 11,072
4,903
2,252
1,102
$ 19,329

A summary of the 2003 restructuring accrual activity is as follows:

Total
02 2005
Restructuring
Expense

47

47

$ 47

Cumulative
To-date
Restructuring
Expense

$ 10,848

2,657

106

332

2,908
2,056

$ 18,907

$ 11,109

4,444
2,252
1,102

$ 18,907
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related

costs $ 10,807

Contract

termination

costs 2,330
Total $ 13,137

2001 Restructuring
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Incurred  Reversed

in 2003 in 2003

$ (9415 $  (64)
(830) :

$(10245) $  (64)

Balance
2003

$1,328

1,500
$ 2,828

Incurred  Reversed

in2004  in 2004
$ (1,248) $ (72

(850) _
$ (2,098 $ (72

Balance
2004

650
$ 658

Incurred Balance

in 2005 2005

$ - $ 8
(168) 482

$ (168 $ 490

Due to the nature of the charges and the duration of the 2001 restructuring program, estimates of the liability for
contract exit costs required significant judgment. The Company has been unable to sublease as many of the facilities
as expected or to buy out the leases with as favorable terms as originally anticipated. As a result, the liability for
contract exit and termination costs was in excess of the amount originally estimated. At January 2, 2005, an
additional $1,244 of restructuring expense remained that will be recorded through 2006 related to vacated facilities

that the Company has been unable to sublease, of which $640 was expensed in the first half of 2005.

Net Assets Held For Sale

At January 2, 2005, the Company classified a vacant parcel of land in North Carolina with a carrying value of $175 as
held for sale in the accompanying Consolidated Balance Sheet. The Company expects to sell the land in 2005 and

record a gain.
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NOTE 5 INVENTORIES

The components of inventories are as follows:

July 3, January 2,
2005 2005
Finished products $ 39,494 $ 41,448
Jobs in process 2,995 5,101
Materials and supplies 3,979 5,247
Total $ 46,468 $ 51,796

NOTE 6 GOODWILL AND INTANGIBLE ASSETS

During the second quarter of 2005, the Company performed the annual impairment test for goodwill related to the
PlanetPrint acquisition. The test was performed at the reporting unit level using a fair-value-based test that compares
the fair value of the asset to its carrying value. Fair values are calculated using discounted expected future cash flows,
using a risk-adjusted discount rate. Based upon the test results, the Company determined that the discounted sum of
the expected future cash flows from the assets exceeded the carrying value of those assets; therefore, no impairment of
goodwill was recognized.

NOTE7 LONG-TERM DEBT

July 3, January 2,
2005 2005
Revolving credit facility $ 40,000 $ 80,000
Capital lease obligations 1,144 1,416
Total 41,144 81,416
Less current portion 552 80,549
Long-term portion $ 40,592 $ 867

On May 9, 2005, the Company entered into a $100 million five-year senior secured revolving credit facility (the New
Facility) with seven banks. The New Facility replaces the Company s $150 million unsecured revolving credit facility
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agreement that expired on May 11, 2005.

The New Facility is secured by the Company s accounts receivable and inventories and certain other assets of the
Company. The New Facility contains a fixed charge coverage covenant test that becomes applicable if the sum of
available unborrowed credit plus certain cash balances falls below $10 million.

The New Facility provides for the payment of interest on amounts borrowed at an annual rate equal to the London
Interbank Offered Rate (LIBOR) plus an applicable margin based on the sum of available unborrowed credit plus
certain cash balances. The interest rate, including the spread, was 6.25% at July 3, 2005. The Company is also
required to pay a fee on the unused portion of the New Facility. As of July 3, 2005, such fee is payable at an annual
rate of 37.5 basis points.

At the time of expiration of the Company s previous revolving credit facility, $40 million was outstanding. This
amount was immediately transferred to the New Facility.

23



Edgar Filing: STANDARD REGISTER CO - Form 10-Q

NOTE 8 EARNINGS PER SHARE

The number of shares outstanding for calculation of earnings per share (EPS) is as follows:

13 Weeks Ended 26 Weeks Ended

July 3, June 27, July 3, June 27,
(Shares in thousands) 2005 2004 2005 2004
Weighted average shares
outstanding - basic 28,771 28,558 28,657 28,521
Dilutive effect of stock options - 11
Weighted average shares outstanding -
diluted 28,771 28,558 28,668 28,521

The effects of stock options on diluted EPS are reflected through the application of the treasury stock method. Under
this method, proceeds received by the Company, based on assumed exercise, are hypothetically used to repurchase the
Company s shares at the average market price for the period. Outstanding options to purchase 2,052,168 shares in the
six months ended July 3, 2005 were not included in the computation of diluted EPS because the exercise prices of the
options were greater than the average market price of the shares; therefore, the effect would be anti-dilutive. Due to
the net losses incurred in second quarter 2005 and in second quarter and year-to-date 2004, no outstanding options
were included in the EPS computation because they would automatically result in anti-dilution.

NOTE 9 INCOME TAXES

Ohio corporate tax legislation enacted on June 30, 2005, phases out the Ohio Corporate Franchise Tax and phases in a
new gross receipts tax called the Commercial Activity Tax. The Corporate Franchise Tax was generally based on
federal taxable income, but the Commercial Activity Tax is based on current year sales in Ohio. As required by
Statement of Financial Accounting Standards No. 109, Accounting for Income Taxes , the Company recorded the
impact of the change in Ohio tax legislation in the second quarter of 2005.

The effect of the change in tax legislation was to increase income taxes by $2,861 in the second quarter of 2005 to

reduce the deferred tax assets established for net operating loss benefits in Ohio that are not expected to be realized
and other deferred tax assets, primarily related to employee benefit plans.
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In the second quarter of 2005, the Company also revised its estimated annual effective tax rate to reflect the reduction
in its statutory tax rate for the elimination of the Ohio Corporate Franchise Tax.

NOTE 10 STOCK OPTIONS

The Company has two stock-based employee compensation plans, which are fully described in Note 15 to the
Consolidated Financial Statements included in the Company s Annual Report on Form 10-K for the year ended
January 2, 2005. The Company accounts for those plans using the intrinsic value method in accordance with
Accounting Principles Board Opinion No. 25, Accounting for Stock Issued to Employees, and related interpretations.
No stock-based employee compensation cost is recognized in net income, as all options granted under the plans had

an exercise price equal to the market value of the underlying common stock on the date of grant. Had compensation
cost for the Company s stock-based employee compensation plans been determined based on the fair value of such
awards at the grant dates consistent with the provisions of SFAS No. 123, the Company s total and per share net
income would be reduced as follows:

10
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Net income (loss) from continuing operations, as

reported

Less total compensation expense
determined under

the fair-value-based method for
all awards, net

Proforma net income (loss) from continuing
operations

Basic and diluted net income
(loss) from continuing

operations per share
As reported

Proforma

NOTE 11 PENSION PLANS

<+

<+

*L L

13 Weeks Ended

July 3,
2005

(2,714)

(49)

(2,763)

(0.09)
(0.10)

June 27,
2004

$ (3,131

(424)

$ (3,555)

$ (0.11)
$ (0.12)

26 Weeks Ended
July 3, June 27,
2005 2004
$ (500) $ (9,937)
(82) (825)
$ (588) $  (10,762)
$ 0.02) $ (0.35)
$ (0.02) $ (0.38)

The Company has a qualified defined benefit plan and a nonqualified supplementary benefit plan that provides
supplemental pension payments in excess of qualified plan payments. In addition, the Company has a
noncontributory supplemental nonqualified retirement plan for elected officers and a supplemental retirement
agreement with its President and Chief Executive Officer under which he is entitled to receive supplemental
retirement benefits upon attainment of certain age and employment requirements. These plans are more fully
described in Note 16 to the Consolidated Financial Statements included in the Company s Annual Report on Form

10-K for the year ended January 2, 2005.

Net periodic benefit cost includes the following components:

July 3,
2005

13 Weeks Ended

June 27,
2004

26 Weeks Ended
July 3, June 27,
2005 2004
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Service cost of benefits earned $ 1,455 $ 2,601 $ 3,878 $ 5,695
Interest cost on projected benefit

obligation 6,684 6,674 13,306 13,390
Expected return on plan assets (7,720) (8,581) (15,341) (16,900)
Amortization of prior service costs 280 280 560 560
Amortization of net loss from prior

periods 4,389 4,257 9,494 8,720
Total $ 5,088 $ 5,231 $ 11,897 $ 11,465

The Company does not have a minimum funding requirement in 2005. The Company contributed $8,000 and $10,000
to the qualified pension plan in the first six months of 2005 and 2004, respectively.

NOTE 12 POSTRETIREMENT BENEFITS OTHER THAN PENSION

In addition to providing pension benefits, the Company provides certain healthcare benefits for eligible retired
employees as described in Note 17 to the Consolidated Financial Statements included in the Company s Annual Report
on Form 10-K for the year ended January 2, 2005.

11
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Postretirement benefit cost includes the following components:

13 Weeks Ended 26 Weeks Ended
July 3, June 27, July 3, June 27,
2005 2004 2005 2004

Service cost $ - $ - $ - $ -
Interest cost 515 617 1,031 1,234
Amortization of prior service cost (551) (551) (1,103) (1,103)
Amortization of net loss from prior
periods 131 333 262 667

Total $ 95 $ 399 $ 190 $ 798

The funding policy is to pay claims as they occur. Payments for postretirement health benefits, net of retiree
contributions, were approximately $933 and $930 for the 13-week periods ended July 3, 2005 and June 27, 2004,
respectively and $1,612 and $1,800 for the 26-week periods ended July 3, 2005 and June 27, 2004, respectively.

NOTE 13 SEGMENT REPORTING

Information about the Company s operations by segment for the 13-week periods ended July 3, 2005 and June 27,
2004 is as follows:

Document

and Label POD Digital

Solutions Services InSystems  Solutions Other Total
Revenue from $
external 2005 154,344 $ 59,397 $ 2962 $ 40 $ 8,715 $ 225,458
customers 2004 152,700 59,836 2,927 - 5,390 220,853
Operating (a) 2005 9,803 $ 373 $ 2,697 $ (1,353) $ (939) $ 5,191
income (l0ss)  (b) 2004 3,810 163 (3,225) (1,799)  (1,332) (2,383)
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(a) 2005 operating income (loss) includes the following restructuring
charges

$
23 $ 47 $ 1,134 $ - % - $ 1,158

(b) 2004 operating income (loss) includes the following restructuring
charges

$
443 $ 113 $ 544 $ - $ 260 $ 1,360

Information about the Company s operations by segment for the 26-week periods ended July 3, 2005 and June 27,
2004 is as follows:

Document

and Label POD Digital

Solutions Services InSystems Solutions  Other Total
Revenue from $
external 2005 $ 313,205 $ 121,050 $ 5,566 87 $ 17,529 $ 457,437
customers 2004 305,287 119,369 6,218 - 10,255 441,129

$ $ $
Operating (a) 2005 $ 21,274 $ 1,408 (4,068) 3,013) (1,248) $ 14,353
income (loss)  (p) 2004 5,350 (2,290) (5.694)  (3,091)  (3,158) (8,883)
Total assets 2005 $ 242,705 $ 67,947 $ 25,877 1,85§ 9,20§ $ 347,590
2004 274,061 70,811 85,486 2,026 8,988 441,372

(a) 2005 operating income (loss) includes the following restructuring charges
$ $ $
101 $ 116 $ 1,134 -

$ 1,351

(b) 2004 operating income (loss) includes the following restructuring charges

$ $ $ $ $ $
2,654 352 544 - 260 3,810

12
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Reconciling information between reportable segments and the Company s consolidated financial statements for the 13-
and 26-week periods ended July 3, 2005 and June 27, 2004 is as follows:

13 Weeks Ended 26 Weeks Ended
July 3, June 27, July 3, June 27,
2005 2004 2005 2004

Operating income (loss) $ 5,191 $ (2383 $ 14,353 $ (8,883)
Corporate restructuring charges (314) (1,624) (649) (2,515)
LIFO Adjustment (254) - (511) -
Other unallocated corporate expense (3,604) (1,779) (7,709) (4,821)
Total other expense (646) (563) (1,213) (1,203)

Income (loss) from continuing
operations before income taxes $ 373 $ (6349 $ 4,271 $ (17,422)
Total Assets $ 347,590 $ 441372
Corporate and unallocated 131,634 138,788

Total consolidated assets $ 479,224 $ 580,160

13
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Item 2 -

MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS (Dollars in Millions, Except Per Share Amounts)

Referencesto we, us, our, theCompany, or Standard Register refer to The Standard Register Company unless tt
context indicates otherwise.

FORWARD-LOOKING INFORMATION

This report includes forward-looking statements covered by the Private Securities Litigation Reform Act of 1995.
Because such statements deal with future events, they are subject to various risks and uncertainties and actual results
for fiscal year 2005 and beyond could differ materially from the Company s current expectations. Forward-looking
statements are identified by words such as anticipates,  projects, expects, plans, intends, believes, estimates,
and other similar expressions that indicate trends and future events. Factors that could cause the Company s results to
differ materially from those expressed in forward-looking statements include, without limitation, variation in demand
and acceptance of the Company s products and services; the frequency, magnitude, and timing of paper and other raw
material price changes; general business and economic conditions beyond the Company s control; timing of the
completion and integration of acquisitions; the consequences of competitive factors in the marketplace; ability to
retain large customer contracts; the Company s success in attracting and retaining key personnel; and the effect of
alternative technologies on the Company s traditional product offerings. The Company undertakes no obligation to
update forward-looking statements as a result of new information since these statements may no longer be accurate or
timely. We caution you that the following risks and factors, and those other business risks discussed elsewhere in this
report, could cause our actual results to differ materially from those included in forward-looking statements.

Variation in demand and acceptance of our products and services

We have a wide array of products and services - from printed products to digital solutions to managed services. Our
custom-printed single- and multiple-part business forms represent mature products that are in decline as companies
increasingly adopt software and other e-business solutions. These declines could be offset by capturing increased
market share in the traditional document label business and generating new revenue through solutions such as
print-on-demand, document automation software and print managed services. Demand for our new offerings will vary
by customer and industry, depending on their technological advancement and business priorities.

The effect of alternative technologies on our traditional product offerings

The market for our traditional products is undergoing significant change. Our success, in part, is dependent on our
ability to successfully develop and introduce new digital products and services.

Frequency, magnitude, and timing of paper and other raw material price changes
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When paper mills raise prices on raw material, we generally increase prices to recover these costs. While we have
historically been successful in passing on most increases over several quarters, there is no guarantee that we will be
successful in the future.

General business and economic conditions beyond our control

Economic conditions impact the demand for our products and services. A weak economy can cause delays in
customers investments in technology, business process improvements and other initiatives as well as cause lower
consumption of forms, labels, and customer communications through reduced business activity.

Timing of the completion and integration of acquisitions

In order to take advantage of growth opportunities and to enhance the products and services we offer, we have made,
and may continue to make, strategic acquisitions that involve significant risks and uncertainties. These risks and
uncertainties include: (1) our ability to achieve strategic objectives, cost savings, and other benefits from the
acquisition; (2) the risk that the technologies acquired do not prove to be those needed to succeed in those markets; (3)
the potential loss of key employees of the acquired business; (4) the risk of entering new markets in which we have
limited experience; and (5) the impact from future impairments of goodwill of an acquired business.

Consequences of competitive factors in the marketplace
Some of the industries in which we operate are highly competitive and we expect that this level of competition on
pricing and product offerings will continue. Factors that could affect our ability to compete successfully include

competitive pressures that result in increased price reductions and further consolidation of the forms industry,
resulting in larger competitors.

14
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Ability to retain large customer contracts

Approximately 35% of our revenue is generated through contractual agreements with a number of healthcare group
purchasing organizations. Our ability to retain and gro