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State of West Virginia
Request For Proposal
Miscellaneous

Procurement Folder : 464794

Procurement Type : Agency Master Agreement

Document Description : Addendum No. 01 Wonderful WV Magazine

DIVISION OF NATURAL RESOURCES
PROPERTY & PROCUREMENT OFFICE
324 4TH AVE

SOUTH CHARLESTON

wv 25303-1228
us

Date Issued [ Solicitation Closes Solicitation No Version Phase
2018-07-30 2018-08-09 ARFP 0310 DNR 1800000001 2 Final
13:30:00
SUBMITIRESPONSESKTO: B | I N OO R A
BID RESPONSE

Vendor Name, Address and Telephone
Fishknee Company I, llc, dba Bulldog Creative Services
1400 Commerce Avenue
Huntington, WV 25701
Attn: Chris Michael

FOR INFORMATION CONTACT THE BUYER
Angela W Negley

{304) 558-3397
angela.w.negley@wv.gov

Signature X @ FEIN# 27-0086421

All offers subject to all terms énd conditions contained in this solicitation

Date Printed : Jul 30, 2018 Solicitation Number: DNR418000006001 Page: 1
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ADDENDUM ACKNOWLEDGEMENT FORM
SOLICITATION NO.: ARFQ DNR18°29

Instructions: Please acknowledge receipt of all addenda issued with this solicitation by
completing this addendum acknowledgment form. Check the box next to each addendum
received and sign below. Failure to acknowledge addenda may result in bid disqualification.

Acknowledgment: I hereby acknowledge receipt of the following addenda and have made the
necessary revisions to my proposal, plans and/or specification, etc.

Addendum Numbers Received:

(Check the box next to each addendum received)
Addendum No. 1 [] Addendum No. 6
[] Addendum No. 2 [J Addendum No. 7
[[] Addendum No. 3 [] Addendum No. 8
[ Addendum No. 4 [[] Addendum No. 9
[1 Addendum No. 5 [] Addendum No. 10

I understand that failure to confirm the receipt of addenda may be cause for rejection of this bid. -
I further understand that any verbal representation made or assumed to be made during any oral
discussion held between Vendor’s representatives and any state personnel is not binding. Only
the information issued in writing and added to the specifications by an official addendum is
binding.

Fishknee Company I, llc, dba Bulldog Creative Services
Company

Authorized Signature

08/07/2018
Date

NOTE: This addendum acknowledgement should be submitted with the bid to expedite document
processing.
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R

DESIGNATED CONTACT: Vendor appoints the individual identified in this Section as the
Contract Administrator and the initial point of contact for matters relating to this Contract.
@ CEO

(Name. Title)
Chris Michael, CEO

(Printed Name and Title)
1400 Commerce Avenue » Huntington, WV 25701

(Address)
(304) 525-9600 / Fax removed from system

(Phone Number) / (Fax Number)
cmichael@bulldogcreative.com
(email address)

CERTIFICATION AND SIGNATURE: By signing below. or submitting documentation
through wvOASIS, I certify that | have reviewed this Solicitation in its entirety; that I understand
the requirements, terms and conditions, and other information contained herein; that this bid,
offer or proposal constitutes an offer to the State that cannot be unilaterally withdrawn: that the
product or service proposed meets the mandatory requirements contained in the Solicitation for
that product or service, unless otherwise stated herein; that the Vendor accepts the terms and
conditions contained in the Solicitation, unless otherwise stated herein; that | am submitting this
bid, offer or proposal for review and consideration; that [ am authorized by the vendor to execute
and submit this bid, offer, or proposal. or any documents related thereto on vendor’s behalf: that
I am authorized to bind the vendor in a contractual relationship; and that to the best of my
knowledge, the vendor has properly registered with any State agency that may require
registration.

(Company)

Chris Michael, CEO
(Authorized Signature) (Representative Name, Title)

Chris Michael, CEO
(Printed Name and Title of Authorized Representative)

08/08/18
(Date)

(304) 525-9600 / Fax removed from system « cmichael@bulldogcreative.com

(Phone Number) (Fax Number)
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REQUEST FOR PROPOSAL
West Virginia Division of Natural Resources
ARFP DNR18*01
“Wonderful West Virginia™ Magazine
Editorial, Design, Layout, and Social Media Services
Open End Contract

6.8. Availability of Information: Proposal submissions become public and are available for review
immediately after opening pursuant to West Virginia Code §5A-3-11(h). All other information
associated with the RFP. including but not iimited to. technical scores and reasons for disqualification,
will not be available untit after the contract has been awarded pursuant to West Virginia Code of State

Rules §148-1-6.3.d,

By signing below, I certify that I have reviewed this Request for Proposal in its entirety; understand the
requirements, terms and conditions. and other information contained herein; that I am submitting this
proposal for review and consideration; that [ am authorized by the bidder to execute this bid or any
documents related thereto on bidder’s behalf; that 1 am authorized to bind the bidder in a contractual
relationship; and that, to the best of my knowledge, the bidder has properly registered with any State agency

that may require registration.

BULLDOG CREATIVE SERVICES

(Company) _,

Chris Michael, CEQ
(Represemaﬁe Name, Title)

304.525.9600 » cmichael@bulidogcreative.com

{Contact Phone/Fax Number)
08/08/18

(Date)
Revised 6/19/2018




EXECUTIVE SUMMARY

SUCCESS DOESN’T HAPPEN OVERNIGHT.
Work Hard.

Established in 1999, Bulldog Creative Services has grown tremendously from a one-man show to a team

of more than a dozen talented creatives, developers, producers and account executives. From banks to
educational institutions to industrial companies to medical facilities, Bulldog assists a wide range of clients
with all things advertising and marketing including strategic planning, creative services, media planning and
buying, collateral materials, website/app design and programming and HD video production.

The strength of Bulldog is that you can have all of your advertising and marketing needs professionally and
creatively met in one place, creating a consistent, cohesive message.
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AGENCY RESPONSE

RFP SECTION 4
Project Specifications

4.2. Vendor will describe its approach and methodology to provide editorial, layout, design, and social media services
or “Wonderful West Virginia” magazine that would include maintenance c,f the magazine’s FO’E ok page as well as
the establishment and maintenance of an Instagram and Twitter page (hereinafter referred to as the “social media”
pages,).

BULLDOG RESPONSE:

Established in 1999, Bulldog Creative Services has grown tremendously from a one-man show to a team of more
than a dozen talented and creative designers, developers, producers, writers and account executives. From
banks to educational institutions to industrial companies to medical facilities, Bulldog assists a wide range of
clients with all things advertising and marketing including strategic communications and planning, creative
services, media planning and buying, collateral materials, website/app design and programming and HD video
production.

The strength of Bulldog is that you can have all your advertising and marketing needs professionally and
creatively met in one place, creating a consistent, cohesive message.

We affirm we are more than capable, and have the capacity in graphic design, copy writing, editing, and
fulfillment, of providing West Virginia Department of Natural Resources with a complete solution for Wonderful
West Virginia. Our creative team of experts will provide you with adaptive and effective design, strong and
functional copy writing, editing and outstanding administrative and accountability services. We will provide you
this through our in-house professionals. All the noted services are accomplished at Bulldog without any sub-

contractors.

Bulldog Creative Services has built a reputation of performancein the areas of intricate planning, implementation
and execution. Our goal is to provide the client with a maximization of resources in all areas of advertising and

marketing.

Our vision for Wonderful West Virginia is to build on the current structure of the magazine with a fresh, updated
design and to include more stories that will help educate readers on the many areas that the West Virginia
Department of Natural Resources encompasses. In addition to the types of stories that have been written about
the fish and wildlife in West Virginia and varied recreational activities, more articles about hunting and fishing
would help with education and conservation efforts and more about the beautiful state parks would encourage
more usage. There are several programs listed on the WWDNR website that should be promoted with the help of
the magazine and its social media, such as Adopt-A-Trail and Nature Wonder Weekend as examples.
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AGENCY RESPONSE

RFP SECTION 4
Project Specifications (cont)

Social media, particularly Facebook and Twitter, should serve as a resource for users to get information about
upcoming events sponsored by WVDNR to users. While the WVDNR Facebook page promotes a lot of these
activities, more users can be reached by cross promoting with the magazine’s Facebook page. The magazine’s
Facebook page also can still serve to showcase the spectacular photography from our state in addition to the
valuable information it will bring users.

Instagram will be established and used to highlight the views and images of our state, along with selected images
on Facebook and Twitter.

Finally, the magazine’s website should include feeds from the social media accounts to help drive more traffic to
the social media sites as well as more website references on social media to drive traffic to the website.

4.2.1.1. The vendor should demonstrate an understanding of the scope of work and provide documentation of previous

experience with working on similar publications.

BULLDOG RESPONSE:

« Hospice of Huntington; SHARING Magazine:

Bulldog Creative has designed, edited, wrote, photographed, and led the publication of this quarterly publication
since 2008.

« Champion Industries, Inc.; Annual Report

Bulldog Creative has designed, edited, wrote, photographed, and led the publication of this annual report
publication since 2000.

« St. Mary’s Foundation; 10th Anniversary Magazine

Bulldog Creative was engaged to design, photograph, write and provide additional publication services for this
magazine.

« Big Green Scholarship Foundation; Giving 110%

Bulldog Creative was engaged to design, photograph, write and provide additional publication services for this
magazine.
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AGENCY RESPONSE

RFP SECTION 4
Project Specifications (contd)

e =
4.2.1.2. The vendor should provide a listing of all staif and/or subcontractor s staft that will De working on the proposed
scope of work. This should include a listing of freelance writers, photographers, and social media managers that the
£ o s = s o ol i e ol il e P . PN Sr— A ———
vendor foresee working wit 1 the production of the magazine and the magazine's social media pages.
.
BULLDOG RESPONSE:

CHRIS MICHAEL President & CEO After working in the advertising industry for most
of his professionallife, Chris Michael opened the doors at Bulldog Creative Services
in 1999. Chris began as a one-man team and has successfully grown the company
into what it is today. He continues to wear many hats at Bulldog, remaining just
as involved with clients as he was when the doors opened, serving as an account
executive, designer, producer and more. Chris will serve as a photographer and
the primary contact for Wonderful West Virginia.

LYNNE MARSH Account Executive Lynne joined team Bulldog in 2018 with an
expansive background in the strategic communications world. She’s written and
edited for The Herald-Dispatch, project managed for Gannett Co. and taught
upcoming journalists at Marshall University. Now she’s an integral part of our
client services team and fits in perfectly with the knowledge, attitude, and ability
to get things accomplished. Lynne will serve as writer, photographer, and editor
for Wonderful West Virginia.

CHRISTINE BORDERS VP of Creative Christine joined Bulldog Creative in 2004
after graduating from Marshall University and now serves as the Vice President
of Creative. She is nationally recognized for her creativity and leads a team of
talented designers at Bulldog. Christine is very involved in the community as a
board member for Children’s PLACE and leading the charge on freshening up the
downtown underpass murals. Christine will lead the creative team for Wonderful

West Virginia.

LEVI DURFEE Interactive Director Levi graduated from Marshall University in 2009
and joined Bulldog Creative in 2011. He is now Bulldog’s Interactive Director and
oversees all web projects, discovers new interactive ways our clients can grow
their brands, and is recognized by Google for his contributions to the world of open
source code. Levi will manage all the website, digital, and interactive programs for
Wonderful West Virginia social media.
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AGENCY RESPONSE

RFP SECTION 4
Project Specifications (contd)

e = S
4.2.1.2. The vendor should provide a listing of all staff and/or subcontractor s stafi that will be working on the proposed
Thi } / £ femem | ~ viritor -~ ~ Y ~m~ emnmirl T . !
scope of work. This should include a listing of freelance writers, photographers, and social media managers that the
vendor foresee working with in the production of the magazine and the magozine’s social media pages
:
BULLDOG RESPONSE:

SHANNON LESTER Account Executive Shannon started at Bulldog as a summer intern
and was soon working part-time while she finished her advertising degree at Marshall
University. After graduation, she came on full time as an Account Coordinator and
now serves as an Account Executive, working with a variety of retainer and project-
based clients. Shannon’s specialties include creative strategy, copywriting and editing,
public relations and social media management. Shannon gives back by serving as the
community development co-chair on Generation Huntington’s leadership team as well
as a board member of the West Virginia chapter of the American Advertising Federation.
Shannon will serve as social media manager for Wonderful West Virginia.

CRAIG DAVIS Interactive Producer Craig joined Bulldog in 2013 after working at several
advertising agencies and news stations. He is an Grammy® award-winning video
production specialist with extensive knowledge in video acquisition, production
techniques, animated graphic creation and 2D and 3D animation. Craig will oversee all
video projects for Wonderful West Virginia social media.
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AGENCY RESPONSE

RFP SECTION 4
Project Specifications (contd)

xmples of similar publications as "Wonaeriul West Virginia™ where they have been

4.2.1.3. The vendor shoulc
: )

BULLDOG RESPONSE:

Included with this agency response, please find original samples of the
publications noted below:

Hospice of Huntington; SHARING Magazine:
Bulldog Creative has designed, edited, wrote, photographed, and led
the publication of this quarterly publication since 2008.

Champion Industries, Inc.; Annual Report
Bulldog Creative has designed, edited, wrote, photographed, and led
the publication of this annual report publication since 2000.

St. Mary’s Foundation; 10th Anniversary Magazine
Bulldog Creative was engaged to design, photograph, write and
provide additional publication services for this magazine.

b

BUILDING
MENTUM

0’

Big Green Scholarship Foundation; Giving 110%
Bulldog Creative was engaged to design, photograph, write and
provide additional publication services for this magazine.
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e
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AGENCY RESPONSE

RFP SECTION 4
Project Specifications (cont)

4.2.1.4. Vendor s h(, Ild describe their vision for the i/;’Jc% o’ articles and content they would ~'rvci'_:::f€ in the magazine
kegfc)ﬂ.”.g in mind the DNR's purpose and mission statemer escribed in the “Background and Current Environment”
section above. In aaditic ibe one article in th for the spring magazine an ;doner cle for the summer
magazine that the vendc nend including in the mag > for a total of two articles

BULLDOG RESPONSE:

The West Virginia Department of Natural Resources encompasses many areas that need to be highlighted in the
Wonderful West Virginia. In addition to the types of stories that have been written about the fish and wildlife in West
Virginia and varied recreational activities, more articles about hunting and fishing could help with education and
conservation efforts and more about the beautiful state parks would encourage more usage. There are several
programs listed on the WWDNR website that should be promoted with the help of the magazine, such as Adopt-A-
Trail and Nature Wonder Weekend as examples.

The Archery in the Schools is a growing program sponsored by WVDNR and currently includes around 300 schools
in West Virginia. The spring magazine should take an in-depth look PE classes, after school clubs, practices and
tournaments in preparation for the state tournament.

The Master Naturalists of West Virginia grew from a partnership that includes WVDNR and trains people in the
fundamentals of natural history, nature interpretation and teaching, and encourages responsible environmental
stewardship. There are nine chapters around the state which come together June 7-9, 2019, at Pipestem Resort
and State Park. The summer magazine should take an in-depth look at what a Master Naturalist is and what they

do.

4.2.1.5. Assuming the contact is awarded to begin in November 2018, please provide one never published article
complete with photos for the purposes of being publist he January 2019 magazine which is different from the
description of an article in the Section 4.2.1.4.

BULLDOG RESPONSE:

Please see attached example of article with photos.
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Gem mining enchants all ages

Story by Lynne Marsh
Photography by Chris Michael

Deep in the foothills of West Virginia,
history oozes from the rock formations that many
take for granted, but along with that history, treasure
lies beneath the earth. The hunt for buried treasure
captures the fascination of both young and old alike
hoping to find the spectacular, sparkiing gems of
their dreams and West Virginia offers several scenic
and gem-rich destinations for all ages to study
and collect rocks and minerals from their natural

environment

While searching for treasure is nothing new, the
excitement over gem mining has grown to include
many social media groups and websites dedicated
to rock hounds, which are people dedicated to
the collection of rocks, fossils, or minerals. A
popular activity for decades, one of the earliest
accounts of gem mining comes from the Pueblo, a
Southwestern tribe that began mining for turguoise
around 2,600 years ago.

Today, there are many ways rock hounds find and
collect their specimens, but many enjoy spending
an afternoon sifting through dirt to find potential
treasure. Fee-based mines around West Virginia,
along with many other states, offer collectors the
opportunity purchase buckets of pay dirt that
is dripping with treasures. A sluice channels a
continuous stream of water through a wooden
trough, which gem hunters use along with a sieve
and small shovel to sift and sort through the dirt
and rocks. The process is reminiscent of
mining during the Gold Rush.

Young rock hound Alex Chandler explores
gem mines in West Virginia with his family
as part of his homeschooling curriculum to

learn more about geology as well as history.



Numerous opportunities are available to visitors of Gems found in West Virginia can turn into family heirlooms

all ages to experience the huni.

“It's the thrill of the hunt,” Alex said as his eyes light up
with excitement. “| love to sort through the buckets of what
looks like dirt and find a treasure.”

His mother Stephanie said the experience brings what he
is learning to life and that he has learned to identify many
rocks and stones during the process. “It is great family time,
but also a wonderful learning experience,” she said. "And
what kid doesn't like playing in dirt and water?”

After a day of digging and searching, rock hounds can get
help from on-site gem experts in identifying their treasures
and assessing whether the rough gemstones have the
potential to create magical pieces to memorialize the
experience. Lapidaries who specialize in many gem-cutting
techniques cut, grind, and polish and set into custom
jewelry that often-become treasured family heirlooms.

“My mother and | share rubies that were cut from the same
stone,” said Aimee Sutphin, who travels to West Virginia
gem mines with her granddaughter Brookiyn. “We both
wear almost daily the pendants that | had made from one of
my trips and surprised her for a birthday.”

The hunt for buried treasure is so interwoven into American
history, that now every state has either a state gem or mineral,
or both. Not surprisingly, West Virginia designated its official
state stone bituminous coal in honor of the significance of
coal in the state's econcmy, history, and geoclogy. The state's
gemstone is lithostrotionella, which is a fossilized coral that
lived 340 million years ago when West Virginia was covered
by shallow sea during the Mississippian Pericd.

In addition to the state's gem mines, geologists and rock
nounds travel to West Virginia to study the state’s fascinating
rock formations. Since the state's rocks are sedimentary
and formed from pre-existing rocks or pieces of once-living
organisms, they form deposits that often have distinctive
layering or bedding.

Plant fossils also can be found in the seams of coal that
inundate the state, particularly in the Silurian, Devonian,
and Mississippi formations. Faossils are commonly found
in shales that overlie coal beds which are exposed along

“My mother and | share rubies that were cut
from the same stone, We both wear almost
daily the pendants that | had made from one

of my trips and surprised her for a birthday.”

- Aimee Sutphin on her West Virgnia adventures

highways in the southern, northwestern, and north-central
parts of the state. Most of the state's Ice Age fossils are
found in the 4,000-plus limestone caves.

Rock hounds also can find more about West Virginia's rocks
and gems during the Kanawha Rock and Gem Club Show
and Sale each year in Charleston. The club meets the third
Sunday of each month from 2 p.m. to 5 p.m. at the Rock
Lake Presbyterian Church in South Charleston. For more
information, visit:
http://www.kanawharockandgemclub.org/



IR FoR Your sarery
West Virginia Fossil Club meets the second N 4 : "hone e
Thursday of each month at 7 p.m. at Harrison : :
County Parks and Recreation Complex in

Clarksburg. For more information, visit: http://

www.westvirginiafossilclub.com/

Prehistoric West Virginia's meetings depend
on weather conditions since they meet at a
pre-determined location in the field. For more
information, visit:
http://prehistoricplanet.com/wv/

Map a gem mining expedition in West Virginia
by visiting these scenic locations:

* Seneca Caverns in Riverton

¢ Someplace Special Gem Mine in Shady
Spring

* Brushcreek Falls in Princeton

* Smoke Hole Resort in Cabins

* Clarke's Gem Mine in Moorfield

e Award Art Gems in Smithville

Make sure to include the West Virginia
Geological and Economic Survey - Museum
of Geology and National History to see rock,
mineral, and fossil displays. The museum is in
the Survey’s headquarters on Cheat Lake, near
Morgantown.

Happy Hunting!

Adventurous, and somewhat favored, miners can turn buckets into
bucks with the right finds. From L-R: Apatite, Blue Topaz and Rubies
taken from West Virginia lands.



AGENCY RESPONSE

RFP SECTION 4
Project Specifications (contd)
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4.2.1.6. Based upon the vendor’s understanding or the magozine what s one suggested change that the publishe

should consider making
BULLDOG RESPONSE:

In addition to the types of stories that have been written about the fish and wildlife in West Virginia and varied
recreational activities, more articles about hunting and fishing could help with education and conservation
efforts and more about the beautiful state parks would encourage more usage. There are several programs listed
on the WVDNR website that should be promoted with the help of the magazine, such as Adopt-A-Trail and Nature
Wonder Weekend as examples.

4.2.2. Vendor should describe how it will comply with the mandatory requirements and include any areas where its
proposed solution exceeds the mandatory requirement
BULLDOG RESPONSE:

Bulldog Creative Services will work with and meet with the magazine staff, the DNR Chief of Administration, the
Customer Relations Director, and the Digital Editor Contractor as required and as needed. Assuming Chapman
Printing continues to serve as the printing vendor for Wonderful West Virginia, Bulldog can easily meet as needed
for press checks and to provide typesetting and proofreading services.

We affirm we are more than capable, and have the capacity in graphic design, copy writing, editing, and fulfillment,
of providing West Virginia Department of Natural Resources with a complete solution for Wonderful West Virginia.
Our creative team of experts will provide you with adaptive and effective design, strong and functional copy
writing, editing and outstanding administrative and accountability services. We will provide you this through
our in-house professionals. All the noted services are accomplished at Bulldog without any sub-contractors.

Bulldog Creative Services has built a reputation of performance in the areas of intricate planning, implementation
and execution. Our goal is to provide the client with a maximization of resources in all areas of advertising and

marketing.




AGENCY RESPONSE

RFP SECTION 4
Project Specifications (contd)

sl PR RS

4.3. Vendor should provide information and documentation regarding its qualifications and experience in providing
services or solving problems similar to those requested in this RFF.

BULLDOG RESPONSE:

In addition to the provided examples of our works in this arena, Bulldog had a proven track record of facing
challenges head-on and with positive outcomes. We have been in business since 2000 and have demonstrated
growth in the areas of revenue, personnel, client base, and accomplishments annually. We will provide
outstanding service and dedication to the team at the West Virginia Department of Natural Resources. We, like
you, are very proud West Virginians and are anxious to demonstrate that with a partnership.

Bulldog Creative has been successful in creating and managing several clients’ social media sites including
Heritage Farm Museum and Village Huntington and the Boyd County Public Library in Ashland, Ky. Bulldog
manages all posts and events for each of these clients.

Wonderful West Virginia’s website should include feeds from its social media sites to help drive traffic and offer
additional information to users. In addition, creating excitement about upcoming stories and issues on social
media along with links to subscribe can help boost subscriptions and readers. Social media can also be used
to create discussion about a location, such as a contest asking users where a specific photo was taken, or a
discussion about an endangered species, which could serve as a contest as well as educating users.

Thank you in advance for your review of the remainder of this document in consideration of our experience and
accomplishments.

Meeting | Concepting Execution | Layout Review | Planning



SCOPE OF SERVICES

As a full-service advertising agency, Bulldog Creative provides numerous services
to our clients:

O Marketing Strategy & Development
We identify brand problems and solve them using data collection and creative ideas. Buildingon a
base of market research we work with our clients to identify goals and achieve them. We bring you

solutions and results not just a nice design.

O Graphic Design
We visually bring big ideas to life with exceptional award-winning designers who know how to speak to
audiences through graphic design elements and years of professional practice.

O Media Planning, Buying, & Management
We work on the client’s behalf with numerous media vendors to create strong results through well-planned
and executed media buying. Our experience spans across mediums such as digital display/search, print,
television, radio, outdoor, retargeting, and social media.

O HD Video Production
We shoot, edit, animate, and scout. Our production team is completely in-house and has created
award-winning creative in television, radio, internet, and corporate video production.

O Responsive Website Design & SEO
We craft award-winning websites using strategic web architecture, design, and development. From
beginning to the end of the user experience we create a seamless, attractive online presence that
speaks to your brand. Our in-house team of developers create websites, mobile apps, and

360-degree tours.

O Social Media & Content Development
Your online presence is only as strong as the content you create. We work with our clients to curate
engaging content and social media tactics to drive traffic, generate leads, and reach goal conversions.

O Public Relations
We aim to build strong relationships with every entity that comes in contact with your brand. Reputation
management in the form of releases, events, speaking with the media and stakeholders is valuable for

our clients.
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HD VIDEO & AUDIO PRODUCTION

Bulldog Creative Services provides in-house production services to our clients.

O VIDEOGRAPHY
Projects are video-captured using a combination of HD video equipment including Canon 7D DSLR, Sony HDX, GoPro
HD, Sony FS7- Cinematic. Various camera sliders, Ronin stabilizers and CobraCrane will be utilized when appropriate.

O POST-PRODUCTION / ANIMATION
All post-production and soundtrack generation will be accomplished using the non-linear Avid 6.5 MediaComposer Pro system

with integration of the complete Adobe CS5/6 Creative Suite software packages.

O WHAT'S INCLUDED
Videography, creative consultation, constant and reliable communication with client, collaborative efforts on scripting /
treatment, all post-production necessary for project, and soundtrack production utilizing narration/music choice.

O WHAT’S NOT INCLUDED
Any prop, equipment or set fees / purchases outside of noted equipment provided for project, and voice over, sound track and
stock video or photography when necessary. No prop fees will be deemed eligible for reimbursement without written or email
approval of anticipated / actual costs PRIOR to expenditure by client.

GO TO YOUTUBE
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Outstanding Physicians.

@ Extraordinary Care.

& RIVER CITY

—8% FORD * SUBARU * PREOWNED

Hefipe

MUBSEUM & VILLAGE

HIMG

HIMG is a multi-specialty medical practice group that consists of more than sixty physicians, physician
assistants and nurse practitioners in the areas of primary care, urgent care and medical and surgical
sub specialties. Bulldog Creative provides full advertising and marketing services to HIMG including
strategic planning, media planning and buying, graphic design, web management, video production,
public relations, and social media management.

Contract Type: Monthly retainer

Contact Information:
Mark Morgan, CEO
5170 U.S. 60
Huntington, WV 25705
304.528.4698

RIVER CITY FORD / RIVER CITY SUBARU

We work directly with River City management, staff and selected vendors to promote and support
the advertising and marketing efforts of one of the fastest-growing Subaru franchises in the U.S. We
additionally provide advertising and marketing services, on a full-service basis for River City Ford.
We provide full service for both operations.

Contract Type: Monthly retainer

Contact Information:
Ikie Light, Owner
5233 US Route 60
Huntington, WV 25705
304.736.7777

HERITAGE FARM MUSEUM & VILLAGE

Heritage Farm Museum & Village is an 1800s pioneer village that offers award-winning museums and
interactive exhibits to educate and inspire people about the Appalachian history and culture of this
area. We work closely with this organization to provide design needs for advertisements and
collateral materials, assistance with two grant applications a year and website design,
development, and maintenance.

Contract Type: Monthly retainer

Contact Information:

Audy Perry, Executive Director
3300 Harvey Road
Huntington, WV 25704
304.522.1244
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BUSINESS INFORMATION

BUSINESS INFORMATION:

Company Name: Fishknee Company 1, LLC dba Bulldog Creative Services

Address: 1400 Commerce Avenue | Huntington, WV 25701

Phone: (304) 525-9600

Fax: (304) 525-4043

Website: v bulldogereative.com

info@bulldogcreative.com

GENERAL INFORMATION:

Federal Tax ID:

Company Type:

State of:
In business since: November, 1999

Real Estate: Owyn, in present location since 08/2013

Owner: Chris Michael, President

cmichael@bulldogcreative.com

SIC Code: 7311; Advertising Agencies

Bank Information: WesBanco, Huntington, W\

Bank Contact: Mr. Geoff Sheils; (304) 522-6400

BULLDOG CREATIVE SERVICES | 22



ACCOLADES

To demonstrate that expertise, we submit a sampling of the recognition our team
has received for it’s efforts:

AMERICAN
ADVERTISING

AWARDS

G

USA

The
Telly
Awards

= 1/AB

AMERICAN ADVERTISING FEDERATION ADDY AWARDS
A national competition awarding excellence in advertising design in many areas. Our
results include:

1| Judge’s Choice Addy Award

15 | Gold Addy Awards

23 | Silver Addy Awards

3 | “Best of the Rest” Addy Awards

Q6000

GRAPHIC DESIGN USA AWARDS
An international awards competition amongst advertising agencies, designers, in-house
marketing departments and advertising professionals. Our results include:

O 73| Awards of Excellence; Two years with more awards than any other agency in the
United States (2013 and 2014)

TELLY AWARDS
An international awards competition focused on the production of television and
internet commercials, campaigns and websites. Our results include:

O 11| Telly Awards, all won for productions submitted and produced in the year
they were reviewed for awards.

CABLE TELEVISION ADVERTISING BUREAU CAB AWARDS
A national competition awarding excellence in design and production of cable television
advertising. Our results include:

O National Finalist | Regional Production

NATIONAL ASSOCIATION OF COLLEGIATE MARKETING NACMA AWARDS
A national competition awarding excellence in design and effectiveness of collegiate
sports marketing. Our results include:

O 2005 | Two Gold Awards
O 2006 | One Gold Award
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CASE STUDIES

PROVIDER RESPONSE ORGANIZATION

PROACT

FOR ADDICTION CARE & TREATMENT

PROACT is a separate 501(c)(3), bringing together behavioral, social, and medical resources from the community to effectively triage
patients suffering from addiction. When launching PROACT to the public we assisted the Board with public relations efforts in the
forms of media advisories, press releases, event management, media relations, and website development.

The April 25, 2018, press conference was attended by over 150 people including media outlets from all over the region. The event

garnered earned media in print, television, and digital including outlets such as the Charleston Gazette, WV Metro News, The Herald-
Dispatch, WSAZ, WCHS, and more.
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Hen tdge

MUSEUM & VILLAGE

Heritage Farm Museum & Village has grown from a family hobby to a Smithsonian-affiliated
tourist destination.

We assited HF with a brand refresh, new website, updated collatoral materials, and event promotion.
Last year we started creating events and specific Facebook boosts increase the attendance to Heritage Farm’s

Way Back Weekends. With monthly boosted posts and other public relations efforts their attendance increased
by 108% specifically for Way Back Weekends and continues to grow to this day.
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SOME OF OUR PARTNERS

I

CabellHuntington Rubberlite
Hosprtal Incorporated
@\ ricHwooD EBOIMARYS

RIVER CITY

~!!/FORD ¢ SUBARU ¢ PRE-OWINED

i CNBBank

D INC. YOUR COMMUNITY. YOUR BANK.

BETTER
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BLOSS & DILLA

INSURANCE MANAGERS
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ARFP 0310 DNR 1800000001
RFQ No.

STATE OF WEST VIRGINIA
Purchasing Division

PURCHASING AFFIDAVIT

MANDATE: Under W. Va. Code §5A-3-10g, no contract or renewal of any contract may be awarded by the state or any
of its political subdivisions to any vendor or prospective vendor when the vendor or prospective vendor or a related party
to the vendor or prospective vendor i3 a deblor and: {1) the debt owed is an amount greater than one thousand dollars in
the aggregate; or (2) the deblor is in employer default.

EXCEPTION: The prohibition listed above does not apply where a vendor hes contestad any tax administered pursuant to
chapter aleven of the W. Va. Code, warkers' compansation premium, psrmit fea or anvironmental fee or assessment and
the matter has not become final or where the vendor has entered into a paymaent plan or agreement and the vendor is not
In default of any of the provisions of such plan or agresment.

DERINITIONS:

“Debt” means any assessment, premium, penalty, fine, tax or other amount of money owed to the state or any of its
political subdivisions bscause of a Judgment, fina, permit violation, license assessment, defaulted workers’
compensation premium, penalty or othsr assassment presently delinguent or due and requirad to be paid to the stale’
ar any of Its political subdivisions, Including any Interest or additional penalties accrued thereon,

“Employar default” means having an outstanding balance or liability to the old fund or to the uninsurad ampioyers’
fitnd or being in policy default, s defined in W. Vi, Codo § 23-2¢-2, failure 1o maintain mandatory workers'
compensation coverage, or failure to fully meet its obligations as a workers' compaensation seff-insured employer. An
employer is not in emplayer default if it has enterad into a rapayment agreement with the Insurance Commissioner
and remains in compliance with the abligations under the repayment agresmeant.

“Related party” means a panty, whether an individual, corporation, parinership, association, limited liability company
or any other form or business association or other entity whatsoever, refated to any vendor by blood, marriage,
ownership or contract through which the party has a relationship of ownership or other interest with the vendor so that
the party will actually or by effect receive or contral a portion of the benefit, profit or other consideration fram
performance of a vendor contract with fhe party receiving an amount that mesls or exceed five parcent of the total
contract amourt.

AFFIRMATION: By signing this form, tha vandaor's authorized signer affirms and acknowiedges under penalty of
law for false swearing (W. Va. Cods §61-5-3) that neither vendor nor any reiated party owe 2 debt as defined
above and that nelfther vandor nor any related party are in amployer default as dafined ahove, unless the debt or
employer default s permiited undsr ths exception above.

WITKRESS THE FOLLOWING SIGNATURE:
Vendor's Name: gﬂ-l«l{)ﬂé &ZMT ECANZES

Authorized Signature: —Cﬁ/ ’/ ,ﬂ.' Date: ‘é;/ Z!_[ 9

/7
State of
County ofﬂ&t.bl, ’ / , to-wit: j/
Taken, subscribed, and sworn to befors me thlz_f day of qi5t
My Comrmission expiras ith 03 . ZOE
AFFIX SEAL HERE NOTARY PUBLIC '} y
g mmuu|umnmmumum!m|§&memug ! Purchasing AMRdavit (Rovissd 071012012)
S AN, STMEOFWESTVIRGINIA =
- i o ok Nﬂ'l’ uc E
H April D, Bamabl =
= Butidog Creative Serv =
] 916 SthAvenue, Sultn 305 £
-m||mmm|mmmnmmm|||n:|u|1|"|:jl'li3}?:§
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WVL10 State of West Virginiz
oy ' VENDOR PREFERENCE CERTIFICAT

Certification and application is hereby made for Preference in accordance with West Virginia Code, §5A-3-37. (Does not =
construction contracts). West Virginia Code, §5A-3-37, provides an apportunity for qualifying vendors to request (at the tim=
preferance for their residency status. Such preference is an evaluation method only and will be applied only to the co="
accordance with the West Virginia Code. This certificate for application is to be used to request such preference. The Pur=
Division will make the determination of the Vendor Preference, if applicable.

b Application is made for 2.5% vendor preference for the reason checked:
Bidder is an individual resident vendor and has resided continuously in West Virginia, or bidder is a partnership, ass«:-
or corperation resident vendor and has maintained its headquarters or principal place of business continuously ::
Virginia, for four (4) years immediately preceding the date of this certification; or,

Bidder is a resident vendor partnership, association, or corporation with at least eighty percent of ownership i
of bidder held by another entity that meets the applicable four year residency requirement; or,

Bidder is a nonresident vendor which has an affiliate or subsidiary which employs a minimum of one hundred state re:
and which has maintained its headquarters or principal place of business within West Virginia continuously for the =
years immediately preceding the date of this certification; or,

Application is made for 2.5% vendor preference for the reason checked:
Bidder is a resident vendor who certifies that, during the life of the contract, on average at least 75% of the emz:
working on the project being bid are residents of West Virginia who have resided in the state continuously for the tw—
immediately preceding submission of this bid; or,

ion is made for 2.5% vendor preference for the reason checked:
Bidder is a nonresident vendor that employs a minimum of one hundred state residents, or a nonresident vende:
has an affiliate or subsidiary which maintains its headquarters or principal place of business within West Virgi::
employs a minimum of one hundred state residents, and for purposes of producing or distributing the commac:
completing the project which is the subject of the bidder's bid and continuously over the entire term of the pro::
average st least seventy-five percent of the bidder's employees or the bidder's affiliate’s or subsidiary’s employe-
mig;rfts hc:i‘ West Virginia who have resided in the state continuously for the two immediately preceding years
vendor's bid; or,

Application Is made for 5% vendor preference for the reason checked:
Bidder meets either the requirement of both subdivisions (1) and (2) or subdivision (1) and (3) as stated above; or,

ias made for 3.5% vendor preference who is a veteran for the reason checked:
Bidder is an individual resident vendor who is a veteran of the United States armed forces, the reserves or the Nationa! -
and has resided in West Virginia continuously for the four years immediately preceding the date on which the -
submitted; or,

Application Is made for 3.5% vendor preference who is a veteran for the reason checked:

Bidder is a resident vendor who is a veteran of the United States armed forces, the reserves or the National Guar:
purposes of producing or distributing the commodities or completing the project which is the subject of the vendor's =
continuously over the entire tarm of the project, on average at least seventy-five percent of the vendor's employe:
residents of West Virginia who have resided in the state continuously for the two immediately preceding years.

7. Application is made for preference as a non-resident small, women- and minority-owned business, in =
dance with West Virginia Code §5A-3-59 and West Virginia Code of Stafe Rules.

[] Bidderhas been or expects to be approved prior to contract award by the Purchasing Division as a certified small, w--
and minarity-owned business.

Bidder understands if the Secretary of Revenue determines that a Bidder receiving preference has failed to continue to me

requirements for such preference, the Secretary may order the Director of Purchasing to: (a) rescind the contract or purchase .

or (b) assess a penalty against such Bidder in an amount not to exceed 5% of the bid amount and that such penalty will be &

the contracting agency or deducted from any unpaid balance on the contract or purchase order.

By submission of this certificate, Bidder agrees to disclose any reasonably requested information to the Purchasing Divisi=

authorizes the Department of Revenue to disclose to the Director of Purchasing appropriate information verifying that Bidder hz:-
the required business taxes, provided that such information does not contain the amounts of taxes paid nor any other infor-

deemed by the Tax Commissioner to be confidential.

I B 00

Hlg

D!"

Bidder hereby certifies that this certificate is true and accurate in all respects; and that if a contract is lssued fo B~ -

and If anything contained within this certificate changes during the term of the contract, Bidder will notify the Pur—.

ing DhrlsIan ilr;dwrltln immedigtoty., =
Bidder: ulldog Creative Services Signed:_@

Date:___04/18/18 e President”/
“Check any combination of preference consideration(s) indicated above, which you are entitied-to recelve.
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Policy: Use of Social Media

State of West Virginia Office of Technology

Policy No: WVOT-PO1017 Issue Date: 01/26/11 Revised Date: 10/1/2016 Page 2 of 7

3.2

3.3

34

3.5

3.6

Any user of Social Media for State purposes must be required to read and
acknowledge this Social Media policy by completing the signoff sheet attached as

Appendix A.

Employees and contractors have no expectation of privacy while using State-
provided information resources. Agencies, through their Information Security
Administrators (ISA's) will govern employee access to social media online, and
specifically identify personnel who are to have elevated access privileges to social

media sites.

Any content used or disseminated on the Internet is limited to non-confidential and
non-sensitive information.

Individual userid’s and passwords must not be duplicated across multiple sites.
Use of a current State System password as a password on a social networking site
endangers the State system if the social networking site is subject to a security

breach.
Agency-developed social media sites

3.6.1 All agency-sanctioned communication through social media outlets shall
remain professional in nature and shall always be publicized or posted in
accordance with the agency’s existing communications policy, practices,
and expectations.

3.6.1.1 Social media settings which allow public interaction should
be modified to prevent posting of objectionable,
inappropriate, or uncensored material.

36.1.2 When using Facebook, settings should require pre-approval
by a State employee of any post to an agency’s “Facebook
Wall."

3.6.2 To avoid potential privacy violations, employees must not reference or cite
clients, partners, or customers without their written consent for each

specific reference.

3.6.3 When technically feasible, accounts must use two-factor (or multifactor)
authentication mechanisms to login. Two-factor authentication adds a layer
of protection to the standard password method of online identification.

3.6.4 At least two people should be given administrative rights to social media
accounts - to ensure that issues can be handled quickly, in case of an

absence.

3.6.5 Administrative access should be checked, at pre-established intervals, to
ensure rights have not been added to unapproved users.

ACKNOWLEDGED @
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State of West Virginia Office of Technology

Policy No: WVOT-PO1017 Issue Date: 01/26/11 Revised Date: 10/1/2016 Page 3 of 7

3.7

3.6.6 Individual users should not connect or login through State social media
accounts from their personal social media accounts.

36.6.1 If an individual account is required before an agency can
use a social media platform (e.g. Facebook Pages), a new
account should be created using a state-issued email

address.

366.2 State employees must not utilize personal accounts to set
up State Social Media sites.

366.3 Individual, or “personal,” accounts being used for official
State business must follow this policy.

3.6.7 All responses to the public, comments, and/or posts should be monitored
and approved beforehand, when possible, by a State employee, rather than
a contractor, or 3" party site content manager.

All employees utilizing social media on behalf of the State, for any purpose, will
observe the following:

3.7.1 Users must identify themselves with a full professional signature. This will
include the individual's name, the individual's title, and

agency/office/department name.

3.7.2 Users must use caution about what they publish.
Users are accountable for content that they post or publish and must seek
and obtain legal and management authorization in making a decision to
post content that could be deemed inappropriate or unreliable.

3.7.3 Users shall not post confidential, sensitive, legally protected, or proprietary
information.

3.7.4 Users shall respect copyrights and fair use. Any time users publish
copyrighted material, they shall always maintain, and be able to produce,

written permission.

3.7.5 State/agency logos and trademarks may not be used without appropriate
authorization.

3.7.6 Employees using a form of social media on behalf of the State must be
aware of, and responsible for compliance with, the Terms of Service (TOS)
of the particular form of media in order to avoid any type of potential legal

violation.

3.7.7 Users are prohibited from using social networking sites from State
equipment for political purposes, to conduct private commercial
transactions, or to engage in other personal and private activities.
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State of West Virginia Office of Technology

Policy No: WWOT-PO1017 Issue Date: 01/26/11 Revised Date: 10/1/2016 Page 4 of 7

3.7.8 Users who connect to Social Media web sites through State information
assets, are subject to all agency and State requirements addressing
prohibited or inappropriate behavior in the workplace, including acceptable
use policies, user agreements, sexual harassment policies, internet usage

policies, etc.

3.7.9 Users will not visit any social media web sites that are not related to a
business purpose.

i 3.7.10 Users will exercise extreme caution while on social media sites and will not
| click unknown links; download unapproved programs; or put at risk any
| State system or network.

|

3.8 Required Disclaimers

3.8.1 Employees who post or publish non-official statements to a blog or website
or other social media, for work related purposes, must include the following
disclaimer:

3.8.2 The views expressed here are mine alone and do not necessarily reflect
the views of my employing agency and/or the State of West Virginia. My
State employer has not reviewed or approved any of its content, and
therefore accepts no responsibility.

3.8.3 Communication via agency-related social networking Web sites is a public
record and will be managed as such. Both the posts of the employee
administrator and any responses by other employees or non-employees,
including citizens, will become part of the public realm. Agencies should
include the following statement (or some version of it) somewhere on the
social networking site:

3.8.4 Representatives of the State of West Virginia Executive Branch
communicate via this Web site. Consequently, any communication via this
site, whether by a State employee or the general public, may be subject to
monitoring and disclosure to third parties. Appropriate discretion should be
exercised at all times. This site is not appropriate for individuals to discuss
specific protected health information or legal issues, because of the lack of
confidentiality/privacy.

4.0 RELEVANT MATERIALS/DOCUMENTS

This policy is consistent with the following federal and state authorities:

45 Code of Federal Regulations (CFR) §§ 164.308-316
Freedom of Information Act

Gramm-Leach Bliley Act (GLBA)

Health Insurance Portability and Accountability Privacy Rule
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NIST SP 800-14 and NIST SP 800-53

State Health Privacy Laws

WV Code § 5A-6-4a

WV Executive Order No. 7-03

WVOT Policies Issued by the Chief Technology Officer (CTO),
www.technology.wv.gov/security/Pages/policies-issued-by-the-cto.aspx

5.0 ENFORCEMENT & AUTHORITY

Any employee found to have violated this policy may be subject to disciplinary action up to and
including dismissal. Disciplinary action will be administered by the employing agency and may
be based upon recommendations of the WVOT and the West Virginia Division of Personnel.
Please review the WVOT Policy and Procedure Policy #1000 to review additional provisions

concerning enforcement and policy authority.

6.0 POLICY-SPECIFIC DEFINITIONS

6.1 Employee - Individuals retained and authorized on a temporary, part-time, full-
time, or permanent basis by the State of West Virginia to perform a service. For
the purposes of information technology and security policy, the term “employee”
shall include, but not be limited to, the following: contractors, subcontractors,
contractors’ employees, volunteers, county health department staff, business
associates, and any other persons who are determined and notified by the WVOT
to be subject to this policy. This definition does not create any additional rights or

duties.

6.2 Social Media — Social media includes web- and mobile-based technologies which
are used to turn communication into interactive dialogue among organizations,
communities, and individuals. Examples are Facebook, MySpace, Twitter,

YouTube, etc.

6.3 Social Networking — In the online world social networking is the term used to
describe the way that users build online networks of contacts and interact with

these personal or business friends in a secure environment. Some of the most
popular social networking sites include Facebook and Twitter.

6.4 Terms of Service (TOS) — Rules by which one must agree to abide in order to use
a service. It is generally assumed such terms are legally binding.

6.5 User — A person authorized to access an information resource.

6.6 \Web - World Wide Web means the complete set of documents residing on all
Internet servers that use the HTTP protocol, accessible to users via a simple point-
and-click system. Sometimes the WEB and “Internet” are used as if they mean
the same thing, however, the Internet is actually the network infrastructure that

supports the WEB.
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7.0 CHANGE LOG

e July1, 2015 -

o Added Section 7.0, Change Log History, Reorganized sections; Cleaned up
Related Documents/Materials; Made Policy-Specific Definitions; Removed
acknowledgment form (consolidated into training); Clarified Scope with additional
language, “Additionally, this policy applies to employees who access social
media sites using State resources or otherwise represent themselves as State
personnel.”

e 9/1/2016 - Policy Reviewed. No edits made.
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FINANCIAL HIGHLIGHTS

{In thousands except share and per share data)

For the Years Ended October 31,

Operating Results Data 2004 2003 2002 20010 2000
Tatal revenues $124402 $122183  $122884 $125144 $128,329
Gross profit 34,503 34,378 34,633 34,667 37,026
Income {loss)

from operations 1,338 3,156 4,073 {2,246} 4,405
Net income {loss) 750 1,768 2,208 {2.182) 2,109
Earnings {loss}) per share

Basic $ 008 $ 018 $ 023 § 022y § 0.22

Diluted 0.08 0.18 023 (0.22) 0.22
Weighted average

common shares

outstanding

Basic 8,729000 9,714,000 9714000 9,714,000 9,714,000

Diluted 9825000 9,761,000 9726000 9714000 9,714,000
Dividendspershare  $ 020 § 020 § 020 $ 020 $ o020
Book value per share

at year end 4.27 439 44 439 48

At October 31,

Financial Position Data 2004 2003 2002 2001 2000
Cash and cash

equivalents $ 1745 § 2172 § 4507 § 5765 § 3174
Working capital 26,913 26,977 26,072 26,041 29,070
Total assets 64,150 98,469 59,508 63,950 71,559
Long-term debt 1

{net of current

partion) 8,257 3,966 1,805 4,549 8,070

Shareholders' equity 41,551 42,691 42 BB 42,601 486,726

 The Company initiated a corporate-wide restructuring and profitability enhancement
plan in the third quarter 2001. As a result of this plan, the Company recorded a pre-tax
charge of $6.1 million or $4.3 million net of tax or $0.44 per share on a basic and diluted
basis.

2 includes non-current barrowings under the Company’s revolving credit facility.

Spocial Note Regarding Forward-Looking Statements

Certain statements contained in this report, including without fimitation statements including the word “believes,”
“anticipates,” “intends,” expects,” or words of similar impart, constitute “farward-loaking statements” within the
meaning of Saction 27A of the Securities Act of 1933, as amended (the “Securities Act™) and Section 21E ofthe Se-
curities Exchange Act of 1934, as amended (the “Exchange Act"). Such forward looking statements involve known
and unknown risks, uncertainties and other factars that may cause the actual results, parformance or achievements
of the Company to be materially differant from any futuee results, performance or achievements of the Company, ex-
pressed or implied by such forward-ionking statements. Such factors include, among others, general economic and
business conditions, ehanges in business strategy or development plans, and other factors refarenced in this report,
Givan these uncertainties, prospective investors are rautioned not to place undue reliance on such forward-looking
statements. The Company disclaims any obligation to update any such factors or to publ icly announce the result of
any revisions to any of the ferward-locking statements contained herain to reflect future event or devalopments,




In 2004, we completed the acquisition of Syscan Corporation in Charleston, West
Virginia. This strengthened our position in our West Virginia market territory and gave
us additional firepower in Lexington, Kentucky. We consummated this acquisition based
an significant identifted synergies which could be achieved due to a duplication of market
territory. The acquisition enhanced our growing supply chain management initiatives and
brought additional mailing and print on demand expertise to our Company. The Syscan
customer base will benefit greatly from a much broader offering of ful line printing
services,

The initiatives discussed above all require a significant utilization of capital. However,
as | reviewed our balance sheet at year end | noted many of the same similarities we have
seen through the years at Champion. We continue to pay dividends, make acquisitions,
and invest recotd dollars into capital expenditures at the same time our balance sheet has
been managed in a fashion that we do not sacrifice working capital, liquidity and borrowing
capacity. Therefore, we maintain the ability to grow and fund future opportunities as they
are identified.

Throughout this annual report we demenstrate our commitments to our customers, our
people, our communities and our future. We are dedicated to these and all the assets of
our business. We focus on the energy that our peaple put forth in all areas of not only
their professional responsibilities but also their communities, 1 am a strong believer in
the theory that “givers gain” and people throughout our Company are demonstrating the
initiative it takes to be a contributing part of their Company and thefr community and we
all grow from that dedication.

We undersiand that to be successfuf, we must take an intemal look at our environment
and make the positive changes that are needed fo continue to be competitive in our
industries. We are making those changes through continued evaluation of our efficiencies,
our equipmenit and our processes. We made great steps forward in many of those areas in
2004 and we will continue to do so going forward. Most importantly, we look with great
anticipation to the continuing growth of our Company through the positive impact we have
on our customers through our printing, office products and office furniture divisions. The
events of 2004 represent critical long-term planning initiatives we believe will bring long-
term value to all our stakeholders. We intend to roll up our sleeves in 2005 and continue
to work for our customers, shareholders and stakeholders in Champion Industries, Inc.

We have spent the balance of 2004 preparing all the areas of our Company for the
future, thus laying the Foundation for the Future by investing in the present.

Marshall T. Reynolds, Chairman and CEQ
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Charles “Bob” Hooten

Champion Industries, Inc. iost 3 true friend and trusted business associate in June
of 2004 with: the passing of Mr. Charles R. “Bob” Hooten, member of the Board of
Directors.

A native of Huntington, West Virginia, Mr. Hooten served various senior manage-
ment positions with Hooten Equipment Company and was ultimately named President
and CEO of the company in 1976. Hooten had served on the board of Champion In-
dustries, Portec Rail Products, Prermier Financial Bancorp and C.J.Hughes Construction
Company. He was also a past director of Broughten Foods and Southern Belle Dairy and
a member of *he Natural Resource Commission of the State of West Virginia.

Mr. Hooten gave much of his time, energy and expertise to the betterment of the
State of West Virginia. “Bob was a very personable man. He would take time out of his
day to call and see how you were doing almost weekly. He loved to talk business and then
Just ehat, usually about his hunting and fishing escapades. He certainly will be missed.
He was a wonderful man,” said Philip Cline, fellow member of the Champfon board.

Mr. Hooten also was involved in his community and served on the board of the
Charleston Area Medical Center, Kanawha Valley Hospital, Charleston Civic Center and
Charleston Renaissance Corp. “There are very few people in this world who contribute
as much as Bob Hooten did. He had the energy and expertise of a fine leader, Combine
that with his impeccable family values and you've defined a good man,” said Marshall
Reynalds, CEC' & Chairman of the Board, Champion Industries, Inc.




‘The Foundation for the Future >> Customers

Custormers are the ftrel for the efigine of i Bililbess Every day we are able to make posttive impressions, on our customers and

Jisrough our customers, with the resuits sa_ﬁn_.__ﬂ Whether our customers are in the printing side of our business or through
.wﬂ‘_..pm.wnm ptoducts and fusaliure divisions, _#.a_wﬁqna outstanding results. We are able to deliver on those expectations by
waking cane of every detail along the way

_ T :_p Urdertake Is a custom wiﬂin:_mn___iﬁgé, Every printed piece is unique and every office need is dif-
lefeat. Beailse of this, our focus is on effective com A ith our customers to identify ther wants and needs and fully

..m..am,i?a their expectations. Our goal is to gain the vatfidence of our customers through positive results in every aspect of

every project By creating strong, effective and pioductive refationships with our customers we solidify our cunent customer
biase and add growth through repeat business opportunities

Customers of Charnpion range from individuals to enterprise-level corporations. large orsiall, we fecognire the importance of
Every customer to the continued success of our company We treat avery project as the nly project and lonk forward to shanirgs
i the positive outcomes of those projects with our customers. . _.-.
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Every day our lives are erriched by the people around us
and the experiences that we have with them. A husband and
wite team from our Consolidated Graphics division in Baton
Rouge, LA have opened their home to students and profes-
sionals from all over the world. For the past 16 years, this
dug has hosted numerous students who are away from their
homeland through the International Hospitality Foundation at
Louisiana State University.

In addition to the students, this couple brings the customs
and cultures of American life fo professionals from around
the globe through the Friendship Force, a worldwide citizens
exchange program founded by former President Jimmy Carter.
Working directly with former First Lady Rosalynn Carter, they
have hosted ambassadors from New Zealand, Australia, Eng-
land and many others.



The&gFoundation forfhe Futiire>> Growth

Throughuiit 261835 4n previous years, Champion recognized the value of growth through acqussition By paying attention to
the state ¢ the industry, fdentifying companies that woud compiement the operation and intense research, Champion acquired
o existmg companies located within our core market areas.

In May of 2004, through The Merien tompany in Cinginnati, OH, Champton acquired certain assets of The Westerman Print
Company. Merten purchased the Westerman customerist, files and certain accounts resevables Additionally, ¢uitain Westey-
man sales executives were hired by the Company. ;

Another strong acquisition that occurred in 2004 was that of the Syscan Corporation .:.n:m-xﬁoa_ WY. The purchase of Syscari

Wwas a significaint step i tie process of establishing an.even stronger foothold 1n the areas ot primting and office furniture and
suppites throughosit the middle-Atlantic statec i

“We expew the Syscan acquisition to generate sthstartial earnings before interest, Exﬁr..nnwmm.._zzz and amortization to
Champion,” Chaiciian and Chief Executive Officer Marshalt Reynolds said

The Sysean Caigosation provides business prodotts apnd setvices in West Virginia, Pennsylv i Narthen Viegole and parts of
Kentucky The purchase 1s expected to add over$13 milbent in annual revenue to Champion’ n,WESn.E_Q

Syscan was founded in 1959 as a West Virginia manufacturer
under the name “West Virginia Business Forms, Inc” The name
was changed in 1987 to reflect the addition of a broad array
of products and services and an expanded geographic market.
The Company is now a regional, market-driven systems pro-
vider of integrated business products, administrative services
and innovative procurement solutions that include its enter
prise resource electronic catalog, its geographic markets inciude
West Virginia, northern Virginia, Pennsylvania and central and
eastern Kentucky,



The Foundation for the Future >>investment & Efficiency

Every company siives 1o maximize its resounces. At Champion we are no different We continually evaluate OUr operations to
rieate efficiencies through strategec apitai investmerts, raw matarial putchasing and the ability to create strong economies of
scate throughi plant consolidation,

H1 004 we were able t0 inerease ¢n sftertiveness By oedsing operations at our Blue Ridge Printing Knoxville plant and con-
safidting that operation iistn the Biue Ridwe Printiag Asheville plant Additionally, we recognized an opportunity in our Loui-
stana divisions and co-lacage Bourgque Printing Tanadats ani Diez Pinting into ore facility facated in Baton Rouge These
toitcelidations have made an immediate tmpact towards the increased competitive efficencies necessary for business success
i tcday’s markets To this end we hawe changer our name in Loussiana 1o Consolidated Graphics to better communicate gur

strategic focus.

2004 was k0 3 yeve for investsment in better prirting technologies m many of our divisions. The Consolidated Graphics Baton
Rouge division acqured a Heideiberge: Digna; linyng (D) Press which allows it to quickly Glitput process-color custamer
projects in a much more cost-effective fashion for botty the tystomer and the Company. In Patkersburg a 29-inch Heidelberge
frerfecior 5-color press with in-line coating capabititses was added thar allows the Company to eliminate up to 60% of the
production time normally associated with some customes projects. This hew press allows the Company to print numerous

combinations of colors on both sides of 2 printed piece smultaneousty This will result in significant cost-savings for both the
Company and the customer,

During first quarter 2005, new pre-press facilities weie astafled n our Consolidated Giaphics - New Orleans and Blue Ridge
divisions that have resulted in an increased ability te stay on the cutting edge of software technologies and improve the workflow
process. In addition, many of our divisions throughout the country added digital proofing printers that eliminate a costly and
time-consuming step in the printang process and atlow oar sales professionals to deliver digitally-imaged, calibrated procfs fo
our customers in significantly less time than was previously achievable

It is often said that the best investment one can make is not of
the financial sort, but rather of their time. It takes a special indi-
vidual to lead, motivate and instruct a group of youngsters in any
activity, sport or otherwise and Charmpion is proud to have many
of these ieaders as members of our team,

One of our salesmen in Eastern Kentucky volunteers his time to
assist in coaching the local high schoal foatball team. A press
operator from the Blue Ridge Printing operation in Asheville,
NC has channeled his energy and given his time to the youth
of his community by coaching basketball, foothall and baseball,
His commitment has led to incredibly successful teams in every
sport.

An estimator from our Merten Division in Cincinnati, OH has
spent the last six years as a volunteer baseball coach for young
men preparing for college in his area. While teaching the finer
paints of the game is important, this coach instills in his young
men the same values that Champion values on a daily basis.
“Each and every player that is a part of our team is instilled with
values and Itfe skills such as teamwork, acoountability, respon-
sibility, punctuality, hard work, dedication, commitment, persis-
tence and perseverance.”



The Foundation for the Future »>> Management

One of the strongest components of the Cotmpany has always been to recognize strong leadership and leverage that lead-
ership to provide strong results. n 2005, we are realigning our maragement structuie to better serve the needs of our
customers,

Taking into consideration key geodraphic regions dnd fonctionality within each division, the Company has promoted mem-
bers of 1t’s leadership team into positiens that aliow mmproved efficiencies across the entire organization.

Company

). Mac Aldridge, Seror Viee Rresident, will have market responsibiiity for the Company?s entire line of office products and of-
fice fumiture My Aldridyz has bernwith the Company since 1983 and has served in varigus rales in both the office products
and office furniture as welt 25 the printmgisides of Champion

Todd R Fry will serve as Senior Vice President as weil as €ommmuing in his role as Chief Financial Officer of the Company. Mr.

Fry has been with the Company since 1995 and has served as Vice President and Chief Financial Officer during his tenure
with the Company

R. Douglas McElwam, Senior Vice President, will frave market responsibility for the Company's operations in North Carolina,
Mississippi, Louisiana and Cincinnati, Ohag Mr McElwain has been with the Company since 1986 and has served as both a
sales representative and division maRager

James A. Rhodes, Senior Vace President, will have market responsihility for the Company’s Pennsylvania operations as well

as Parkersburg, West Virgmia and Kingsport, Tennessee. Mr Rhades has been with the Company since the acquisition of
interform Salutions in Degentber 1996

William G. Williams Jr, Senior Vice Mresident, will have market iesponsibility for the Company’s operations in Kentucky as

well as the operations i Charleston and Morgantown: West Virginia. Mr. Willlams has been with the Company since the
acquisttion of the Syscan Corporation in 2004

R




J. Mac Aldridge, Senior Vice President

As we move forward info 2005 and beyond, | am optimistic about the future of the Com-
pany With the recent acquisttion of the Syscan Corporation we more than solidified our
position as the largest independent office products and office furniture dealer in the State of
West Virginia. Currently o impact extends well beyond West Virginia and we cantinue to
look for acquisition opportunities in geographic areas that would coincide with Champion’s
overall growth concepts. We review areas that utifize full-line sales persoivel of are erploy-
ing the proven Smith & Butterfield concept of maximizing a sokid office products company
with strong management and introducing printing sales that can be manufactured m the
various Champion plants as a component of their revenue streams

A contract stationer must be aligned with a strong buying group i order to reap the pur
chasing power to compete with the global players in the office products and office furniture industries. As charter members
of the Direct Purchases Catalog Group, we join forces with some of the largest independent dealers in the United States and
leverage the power of over $100 million dollars in purchasing on an annual basis. The membership in this exclusive buying
group increases our cirde of influence and allows us to compete in any market.

Looking forward, the market for our products is in & constant state of change. Businesses and consumers demand more and we
have recogmzed the necessity of import products as 4 stromg competitive comporert in the farge contract business. Champion

has begun to use these products with success. These product offerings are consistent in both the office products and office
furnitwie sides of our business

Nationally, over the past three to five years, the office furniture industry has suffered a significant sales decrease. The major
furmiture manufacturers experienced significant reductions in workforces due to lack of demand. The year 2004 proved to be
a turming point in the industry and we look forward to improved results going forward

Service-based business 15 increasingly important as we move into 2005. By continuing to provide impeccable service to our
customers, we differentiate ourselves from others which aflows us to retain and increase our customner base. We continue to
trend towasds more presentations that are capability and service-based rather than viewing office furniture as a pure commod-
iy, We are broadering our product and service offerings by taking advantage of the diversification that our vendors such as
Haworth and Architectutal Elements offer in the area of walls, floors and air handling. Environmenta! issues are becoming a

ertical component of the office furniture mdustry and our Leeds certification can and will allow us to keep five steps ahead of
the pack

Champon 1s a progiessive company and 1 am certain that the offite products and office furniture divisions of the Company
will continue to make a positive impact.

Mw:n \%\? NM.P

J. Mac Aldridge, Senior Vice President
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James A. Rhedes, Senior Vice President

It is an exciting time for &t of us at Champion Industries. 1 am honored to have been selected

as a senior mernber of our new management team, and to have this opportunity to share my
thoughts on our fiture with you,

As a result of our recently announced restructuring, | will now be working with the Donthe
Graphics, Interform Solstions, Consolidated Graphic Communications, and Chapman Print-
Ing-Parkersburg divistons. These divisions are diverse organizations that provide Champion's
customers with & broad spectrum of printedt products and services. This group of compames
produce everything from basic one-color cut-sheets, to the full range of business forms, la-
bels, stationery products, envelopes, promotional items, presentation folders, and the highest
quality web and sheet fed commiercial printing State-of-the-art variable imaging, digital color
and direct mail pnintimg, and a host of additional SUppOFting print services are also integral components of our “total print solu-
tion”. Qur e-LINK® e-commerce program ties all of these products and services together tn a customer friendly web ordering
system. e LINK® enables customers to do business with us 24/7, from anywhere in the world. It was developed to help our
customers reduee print acquisition: costs, improve eperational efficiency, and provide “best in class” print management services
throughout their organizations

The landscape of the printing indastry leoks much different today than 1t did twenty-five years ago when | sold my first print
order. Technology has become an ever increasing driver of change in our industry, and our ability to integrate emerging tech-
nologies with our tradrtional production pratesses is vital for our long-term success. Accordingly, we have made significant
Investments in the technology arena during the past year, in both out pre-press departments and press rooms. It is my sincere
belief that these investments form a strong foundation an which to build our future.

While our technology and production capabifities an: vital ingredients for success. the real difference maker at Champion
industries Is Gir people. We can invest in the latest technology, install the most cfficient production equipment in the industry,
but if we don't have the people that can make these resources valuable for our eustorners, we have nothing Fortunately, we are
blessed to have same of the finest men and women in the entire printing industry working for the Champion Industries family
of companies. | am confident that - together - we will build a bright and profitable fuiwe for alf of our shareholders.

James A. Rhodes, Senior Vice President
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Champion Industries, Inc. Printing Divisions

Consolidated Graphic Communications

l Bridgeville, PA
Interform Solutions
Bridgeville, PA

|, The Merten Company

Cincinnati, OH

» Chapman Printing Company
patkersburg, WY

n__mﬁam___uz:m._unaaﬁuzw
_ Chatleston, WV

r Syscan Corporation

Charleston, WV

|_ _» Carolina Cut Sheets

Huntington, WV

i g Chapman Printing Company

Huntington, WY

g UsTag
Huntington, WV

__, Chapman Printing Company

Lexington, KY

{4 Donihe Graphics
Kingsport, TN

» Blue Ridge Printing

Asheville, NC

o Champion Industries Jackson
Jackson, M5

o~ Consolidated Graphics

B ﬂ

Baton Rouge, LA
Consolidated Graphics

il

* New Orleans, LA



Champion Industries, Inc. Office Products & Furniture Divisions

, Caplto} Business Interiors
wheeling, WV
Syscan Corperation
- IJ —* Morgantowr, WV
| ) Champion Clarksburg
_ “Q,w.\dw.,\ w.,.; _ * Clarkshurg, WY
__ o Garrison Brewer
s o— m.»o.lll|rll.. h\ —" parkesshurg, WV
_ e &—F _
1. m Capitol Business Interiors
) \ﬂ d t\ " ® Charleston, WV
3 _ Syscan Corporation
Charleston, WV

Stationers, Inc.
—* Huntington, WV

Smith & Butterfield Company
* Evansville, IN

smith & Butierfield Compary
% gwensboro, KY

Champion Industries Jackson
* Jackson, MS

{ Consofidated Graphics
Baton Rouge, LA
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SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial data for each of the five years in the
period ended October 31, 2004 have been derived from the Audited Consolidated
Financial Statements of the Company. The information set forth below should be read in
conjunction with the Audited Consolidated Financial Statements, related notes, and the
information contained in Management’s Discussion and Analysis of Financial Condition
and Results of Operations appearing elsewhere herein.

Year Ended October 31,
2004 2003 2002 201" 2000
Operating Statement Data: {In thousands, except share and per share data)
Ravenues:
Printing $95325 $96537 § 95194  $98,146 $96.857
Dffice products

and office furniture 29,077 25,646 27,690 26,998 29,672
Total revenues 124402 122,183 122,884 125,144 126,329

Cost of sales:
Printing 70,208 70,352 68,771 71,816 69,376
Office products
and office fumiture 19,690 17,453 19,480 18,661 19,927

Total cost of sales 89,899  87.805 88,251 90,477 89,303

Gross profit 34503 34378 34633 34,667 37,026
Selling, general and

administrative expenses 33,165 31,222 30,560 31,800 32,621
Restructuring costs —_ — 2,052 -
Asset impairment costs — — 3.061

Income {loss) from

operatians 1,338 3.158 4,073 {2.248) 4,405
Interest income 7 4 14 64 71
Interest expense {301) {167) (386 {891y (1.018)
Other income 288 10 13 528 114

SELECTED CONSOLIDATED FINANGIAL DATA {CONTINUED)

Year Ended October 31,
2004 2003 2002 2001 2000
Income {loss) before
income taxes 1,332 3,003 3,774 (2,545} 3,572
Income tax (expensea)
henefit (582} {1,235 {1,566) 363 {1,463)
Net income (loss) $ 750 $ 1768 ¢ 2208 § {2182) § 2109

Eamings {loss} per share:
Basic $ 008 $ 018 § 023 §$ (022) § 022
Dituted 0.08 0.18 0.23 {0.22) 022
Dividends per share $ 020 $ 020 $ 020 § 020 § 020

Weighted average common
shares outstanding:

Basic 9,729.000 9,714,000 9,714,000 89,714,000 9,714,000
Diluted 9825000 9,761,000 9726000 9714000 971 4,000
October 31,

2004 2003 2002 2001 2000

Balance Sheet Data: (in thousands)

Cash and

cash equivalents $ 1,5 § 2172 % 4507 $ 5765 § 3174
Working capital 26913 26,977 26,072 26,041 29,070
Total assets 64,150 58,469 53508 63,950 71,559

Long-term debt
(net of curvent portion)'® 8,257 3,966 1,805 4,543 B.070
Shareholders” equity 41,551 42,691 47 BEG 42,601 46,726

™The Company initiated a corporate-wide restructing and profitabi ity enhancement plan
in the third quarter 2001. As a result of this pian, the Company recorded a pre-tax charge
of $6.4 million or $4.3 million net of tax or $0.44 per share on a basic and diluted basis.

® |ncludes non-current borrowings under the Company's revolving credit facility.

)
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intangibles resulted in an implied fair value greater than the book value recorded for the
corresponding goodwill and ather intangibles, and therefore no impairment was
recognized in any period subsequent to the adoption of this statement.

The Company believes that the accounting estimate related 1o the goodwill and other
intangibles impairment is a “critical accounting estimate” because the underlying
assumptions used for the discounted cash flow can change from period to period and
could potentially cause a material impact to the income statement. Management's
assumptions about discount rates, inflation rates and other internal and external
economic conditions, such as eamings growth rate, require significant judgment hased
on fluctuating rates and expected revenues. Additionally, Statement No. 142 requires
that the goadwill and other intangibles be analyzed for impairment on an annual basis
using the assumptions that apply at the time the analysis is updated. Management has
discussed the development of these estimates with the audit committee of the board of
diectors. Additionally, the board of directors has reviewed this disclosure and its
relation to MD&A.

Allowance for Doubtful Accounts The Company encounters risks associated with
sales and the callection of the associated accounts Teceivable. As sueh, the Company
records a monthly provision for accounts receivable that are considered to be
uncallectible. In order to calculate the appropriate monthly provision, the Campany
primarily utilizes a historical rate of accounts receivables written off as a percentage of
total revenue. This historical rate is applied to the current revenues on a monthly basis.
The historical rate is updated periodicalty based on events that may change the rate such
as a significant increase or decrease in collection performance and timing of payments
as well as the calculated total exposure in relation to the allowance. Periodically, the
Company compares the identified credit risks with the allowance that has been
established using historical experience and adjusts the allowance accordingly.

The Company believes that the accounting estimate related to the allowance for
doubtful accounts is @ “critical accounting estimate” because the underlying
assumptions used for the allowance can change from period te period and could
potentially cause a material impact to the income statement and working capital.
Management has discussed the development and selection of this estimaie with the
audit committee of the board of directors, and the board has, in turn, reviewed the
disclosure and its relation to MD&A,

During 2004, 2003 and 2002 $488,000, $336,000 and $363,000 of bad debt expense
was incurred and the allowance for doubtful accounts was $1,422,000, §1,191,000 and
$1,397,000 as of October 31, 2004, 2003 and 2002. The actual write-offs for the periods
were $464,000, $543,000 and $398,000 during 2004, 2003 and 2002. General economic
conditians and specific geographic and customer concerns are major factors that may
affect the adequacy of the allowance and may result in a change in the annual bad debt
expense.

" AWRENCE BAILEY, R«
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The following discussion and analysis presents the significant changes in the
financial position and results of operations of the Company and should be read in
conjunction with the Audited Consolidated Financial Statements and notes thereto
included elsewhere herein.
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COST (0F SALES

Total cost of sales for the year ended October 31, 2004 totaied $89.9 million
compared to $87.8 million in the previous year. This change represented an increase of
$2.1 million or 2.4% in cost of sales. Printing cost of sales decreased $140,000 or 0.2%
to $70.2 million in 2004 compared to $70.4 million in 2003. Printing cost of sales were
lower due to an overzll decrease in printing sales. This, coupled with competitive
pressures and overhead related costs associated primarily with equipment relocations
resulting from facility consolidations, led to gross margin compression in 2004. Office
products and office furniture cost of sales increased $2.2 miltion to $19.7 million in 2004
from $17.5 million in 2003. This resulted in enhanced gross margins due to lower cost of
goods sold resulting from continued purchasing reductions frem imports, enhanced
market pricing power due in part ta contractual pricing adjustments and stable margins
on remaining furniture sales.

OPERATING EXPENSES AND INCOME

Selling, general and administrative (S,G&A} expenses increased $1.9 million to $33.2
million in 2004 from $31.2 million in 2003. S,GRA as a percentage of net sales
represented 26.7% of net sales in 2004 compared with 25.6% of net sales in 2003, This
increase is related, in part, to higher payroll and ather selling costs to support sales
growth initiatives, increased bad debt expenses and professional service related
expenses and operating costs of acquired entities.

OTHER INCOME (EXFENSE]

Other expense decreased approximately $150,000 from {$153,000} in 2003 to ($6,000)
in 2004, due to higher other income primarily related to the gains en the sale of two
buildings during 2004 and a casualty gain resulting from a roof collapse at one division.
These gains were offset by increased interest expense of $130,000 primarily as a result
of an increase in interest rates and higher outstanding borrawings.

INCOME TAXES

Income taxes as a parcentage of income before taxes were 43.7% in 2004 compared
with 41.1% in 2003. The increase in income taxes as a percentage of income hefare
taxes is primarily related to the nondeductibility of certain selling related expensss.

The effective income tax rate in 2004 and 2003 approximates the combined federal
and state, net of federal benefit, statutory income tax rate.
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NET INCOME

For reasons set forth above, net income for 2004 decreased $1.0 mitlion to $750,000,
or $0.08 per share on a basic and diluted basis, from a net income of $1.8 million far
2003, or $0.18 per share on a basic and diluted basis.

YEAR ENDED OCTOBER 31, 2003 COMPARED TO YEAR ENDED
OCTOBER 31, 2002

REVENUES

Consolidated net revenues were §122.2 million for the year ended October 31, 2003
compared to §122.9 million in the prior fiscal year. This change represents a decrease in
revenues of approximately $700,000 or 0.6%. Printing revenues increased by $1.3 million
or 1.4% from $35.2 million in 2002 to $96.5 million in 2003. The increase in printing
sales was primarily due to the addition of a new large customer and additional sales
derived primarily from the operations of certain assets purchased from Integrated
Marketing Solutions in July 2003. Office products and office furniture revenue decreased
$2.0 million or 7.4% from $27.7 million in 2002 to $25.5 million in 2003. The decrease in
revenues for the office products and office furniture segment was primarily attributable
to an industry-wide slowdown in office furniture sales.

COST OF SALES

Total cost of sales for the year ended October 31, 2003 totaled $87.8 million
compared to $88.3 million in the previous year. This change represented a decrease of
$446,000 or 0.5% in cost of sales. Printing cost of sales increased $1.6 million or 2.3%
to $70.4 million in 2003 compared to $68.8 million in 2002. Printing cost of sales were
higher due to an overall increase in printing sales. This, coupled with competitive
pressures, led to gross margin compression in 2003. Office products and office furniture
cost of sales decreased $2.0 million to $17.5 million in 2003 from $19.5 million in 2002
This resulted in enhanced gross margins due to lower cost of goods sold resulting from
purchasing reductions from imports and stronger margins on remaining furniture sales.

OPERATING EXPENSES AND INCOME

Selling, general and administrative [S,G&A) expenses increased $700,000 to $31.2
million in 2003 from $30.6 million in 2002. S,G&A as a percentage of net sales
represented 25.6% of net sales in 2003 compared with 24.9% of net sales in 2002. This
increase is related, in part, to increases in insurance related expenses including health,
general commercial and workers compensation.
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CASH FLOWS FROM FINANCING ACTIVITIES

Net cash flows provided by and (used in) financing activities for the years ended
October 31, 2004, 2003 and 2002 were $2.2 million, 1$3.2) million and {$6.0} million.
During 2004, net borrowings exceeded gash payments thus generating cash flow from
financing activities. Net cash flows used in financing activities decreased in 2003
compared to 2002 due ta an increase in borrowings. Dividends paid in 2004, 2003 and
2002 were $1.9 miltion per year.

INFLATION AND ECONOMIC CONDITIONS

Management believes that the effect of inflation on the Company's operations has
not been material and will continue to be immaterial for the foreseeable future. The
Company does not have long-term contracts, therefore, to the extent permitted by
competition, it has the abilily to pass through to its customers most cost increases
resulting from inflation, if any. In addition, the Company is not particutarly energy
dependent; therefore, an increase in energy costs should not have a significant impact
on the Company.

SEASONALITY

Historically, the Company has experienced a greater portien of its profitability in the
second and fourth quarters than in the first and third quarters. The second guarter
generally reflects increased orders for printing of corporate annual reports and proxy
statements. A post-Labor Day increase in demand for printing services and office
products coincides with the Company's fourth quarter.

NEWLY ISSUED ACCOUNTING STANDARDS

In December 2004, the FASE issued SFAS No. 1238 {revised 2004), * Share-Based
Payment." This statement revises SFAS No. 123, “Accounting for Stock-Based
Compensation,” and requires companies to expense the value of employee stock options
and similar awards. The effective date of this standard is interim and annual periods
beginning after June 15, 2005.

Historically, the Company has elected to follow the intrinsic value method in
accounting for its employee stock options. Accordingly, because the exercise price of
the Company's employee stock optians equals the market price of the underlying stock
on the date of grant, no compensation expense is recognized.

¥- DONALDWRIGHT - MARY JORDAN . JESSE NEWMAN + JASON BRADSHAW - LAWRI

Upon the adoption of SFAS No. 123R the Company will be required to expense stock
options in its Statement of Operations when they are granted. For the years ended
October 31, 2004, 2003 and 2002, total stock-based employee compensation expense,
net of related tax effects determined under this new standard would have been $109,962,
$62.250 and $38,704. With the adoption of its 2003 Stock Option Plan, the Company has
approximately 475,000 ungranted stock options. The Company will incur expense
immediately upon the granting of these stock options in future years upon the effective
date of this standard.

MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITLES

Champion common stock has traded on the Mational Association of Securities
Dealers, Inc. Automated Quotation System {"NASDAQ") National Market System since
tha Offering under the symbol “CHMP"

The following table sets forth the high and low closing prices for Champion common
stock for the periad indicated. The range of high and low closing prices are based on data
from NASDAQ and does not include retail mark-up, mark-down or Commission.

Fiscal Year 2004 Fiscal Year 2003
High Low High Law

First quarter $4094  $411  §338  §245
Second quarter 540 446 3N 217
Third quarter 470 394 388 270
Fourth quarter 412 350 5.05 3.68

At the close of business on January 7, 2005, there were 476 shareholders of record
of Champion common stock. The shareholders of recard are determined by the
Company's transfer agent.

The following table sets forth the quarterly dividends per share declared on
Champion common stock,

Fiscal Years
2005 2004 2003

First quarter $005 $005 $005
Second guarter - 0.05 0.05
Third quarter — 0.05 0.05
Fourth quarter — 0.05 0.05
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CONSOLIDATED BALANCE SHEETS
Champion Industries, Inc. and Subsidiaries

October 31,

2004

Assets
Current assets:

Cash and cash equivalents $ 1,745,457

Accounts receivable, net of allowance

of $1,422,000 and $1,191,000 21,318,016

Inventories 11,269,514

Other current assets 973,832

Deferred income tax assets 1,144,943
Total current assets 36,451,762
Property and equipment, at cost:

Land 2,006,375

Buildings and improvements 8,253,573

Machinery and equipment 43,228,587

Equipment under capital leases 983,407

Furniture and fixtures 3,361,100

Vehicles 3,523,467

61,356,509
Less accumulated depreciation (41,020,327}
20,336,182

Cash surrender value of officers’

life insurance 1,039,514
Goodwill 2,060,786
Other intangibles,

net of accumulated amortization 3,812,051
Other assets 449,589

7,361,940

Total assets $64,149,884

'R o NELIF RRAGE - MICHAT] CARFY - TAMMY HAMAACK . FEER UM MTAN

2003

$21471.13

20,142 812
11,349,929
739,560
1,059,520

35,463,534
2,063,373
7,445,218

37,682,530

983,407
2,965,388
3,262,861

54,402,773
(34,964,006}

19,438,773

1,020,795
1,929,972

184,418
431,343

3,566,528

958,468,835

i BFT RS A

CONSOLIDATED BALANCE SHEETS (CONTINUED)

October 31,
2004 2003
Liahilities and shareholders’ equity
Current liabilities:
Accounts payable $ 3,618,051 $ 3,283,222
Accrued payroll and commissions 1,778,736 1,500,165
Taxes accrued and withheld 1,289,524 1,259,853
Accrued income taxes 135,556 707,119
Accrued expenses 1,028,296 789,676
Current portion of long-term debt:
Notes payable 1,555,911 744,662
Capital lease obligations 132,518 202,309
Total current liabilities 9,538,542 8,487,006
Long-term debt, net of current portion:
Line of credit 2,300,000 1,705,668
Notes payahle 5,940,323 2,103,569
Capital lease obligations 16,484 156,718
Deferred income tax liabilities 4,375,357 2,900,807
Gther liabilities 428,366 424,233
Total liabilities 22,599,072 15,778,001
Cammitments and contingencies
Shareholders” equity:
Common stock, $1 par value,
20,000,000 shares authorized;
9,733,913 and 9,713,913 shares
issued and outstanding 9,733,913 9,713,913
Additional paid-in capital 22,278,110 22,242 047
Retained eamings 9,538,789 10,734,874
Total shareholders’ equity 41,550,812 42,690,834
Total liabilities and shareholders’ equity $64,149,884 58,468,835

See Motes to Consalidated Firancial Statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
Champion Industries, Inc. and Subsidiaries

Year Ended October 31, Year Ended October 31,
2004 2003 2002 2004 2003 2002
Cash flows from operating Cash flows from investing
activities: activities:
Net income $749698 §1767803  $2.207704 Purchase of property and
Adjustments to reconcile net equipment (4973834}  {3.162.858) {1,885,111)
income ta cash provided Proceeds from sale of fixed
by operating activities: assets 850,287 185,534 1,198,720
Depreciation and Business acquired, net of cash
amortization 4,389,758 4,288 407 4,182,253 received {3,034,886) (426,429) (376,842)
(Gain} loss on sale of assets (91,420 16,014 47 426 Goodwill and other intangible
Deferred income taxes {35.866) (356,773) (245,091) additions {222,161) (204,031) —
Deferred compensation 10,723 14,297 17,872 Change in other assets (76,437) (33,825) {21,067)
Bad debt expense 487,550 336,291 363,328 Cash surrender value {18,719 {72,840) e
Changes in assets and
liabilities: Net cash used in investing
Accounts receivable (268,600) (1,932,114} 255,456 activities (7480750} (3714.249) {1 084,300}
Inventories 473,586 315,535 335514 Cash flows from financing
(ther current assets (a,052) 1,006,003 (691,445  activities:
Accounts payable (616,230) 25,129 {1,085,196) Borrowings on ling of credit 8,294,591 3,192,211 1,000,000
Accrued payrol! and Payments on line of credit (7,581,259}  (1,500,000) (1,000,000
commissions 148,799 {503,881) {103,331) Proceeds from long-term debt 5,520,000 923,451
Taxes accrued and Principal payments on
withheld {88,742 {157,047) 127,340 fong-term debt {2,102,665)  (3,854.584) (4,075,419}
Accrued income taxes (501,213) (166,017} 1152407 Proceeds from exercise of
Accrued expenses 166,236 (73,277} (399,341} stock options 56,063 — =
Other liab {6,590) {19,306) (21.074) Dividends paid {1,945,783) (1,942,779) (1,942,780}
Net cash provided by operating Net cash provided by {used in)
activities 4,813,547 4 560,464 5,844,922 financing activities 2,280,947 (3,181,641) (6,018,139)
Nat decrease in cash and
cash equivalents (426,256)  (2,335.426) (1,257,577
Cash and cash equivalents
at beginning of year 21n3 A 507,139 5,764,716
Cash and cash equivalents
at end of year $ 1745457 § 2171713 $ 4,507,138
Sas Notes to Consolidated Firancial its.

CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

Champion Industries, Inc. and Subsidiaries
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Major renewals, betterments and replacements are capitalized while maintenance
and repair costs are charged to operations as incurred. Upon the sale or disposition of
assets, the cost and related accumulated depreciation are removed from the accounts
with the resulting gains or losses reflected in income. Depreciation expense
approximated $4,100,000, $4,090,000 and $4,139,000 for the years ended October 31,
2004, 2003 and 2002.

Long-lived property and equipment are reviewed for impairment whenever avents or
changes in circumstances indicate that the carrying amount of the asset may not be
recoverable. This evaluation includes the review of operating performance and
estimated future undiscounted cash flows of the underlying assets or businesses.

GOODWILL AND OTHER INTANGIBLES

The excess cost aver fair value of net assets of acquired businesses, goodwill, was
in years prior to 2002 being amortized by the straight-line method over periods ranging
from 15 to 25 years. The other intangible assets are being amortized over 5 1o 20 years
representing the future benefit of the intangible.

In June 2001, the Financial Accounting Standards Board issued Statements of
Financial Accounting Standards No. 141, "Business Combinations,” and No. 142,
"Gooawill and Other Intangible Assets” (FAS 142). The Company adopted these
standards with its fiscal year beginning November 1, 2001. Under the new rules,
goodwill {and intangible assets deemed to have indefinite lives) is no longer amaortized
but is subject to annual impairment tests in accordance with FAS 142 except in the year
of adoption where companies were required to evaluate impairment at the beginning of
the year and again at a recurring annual date. The first step in the impairment analysis
is a screen for potential impairment and was required to be completed within six months
of adopting FAS 142. The second step if required, measures the amount of impairment.
The Campany completed step one of the initial impairment analysis and the subsequent
annual analysis during the secand and fourth quarters of 2002. Additionally, this analysis
was performed in the fourth quarter of 2004 and 2003. The application of the
requirements of this standard did not result in an impairment charge. Other intangible
assets will continue to be amortized over their useful fives. Application of the
nonamortization provisions of the Statement resulted in an increase in net income of
$50,000 in 2002 or approximately $0.01 per share.

ADVERTISING COSTS

Advertising costs are expensed as incurred. Advertising expense for the years ended
October 31, 2004, 2003 and 2002 approximated $641,000, $433,000 and $548,000.
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INCOME TAXES

Provisions for income taxes currently payable and deferred income taxes are based
on the liability method. Under this method, deferred tax assets and liahilities are
determined based on differences between financial reporting and tax basis of assets and
liabilities and are measured using the enacted tax rates and laws that will be in effect
when the differences are expected to reverse. A valuation allowance is established to
reduce deferred tax assets if it is more likely than not that a deferred tax asset will not
he realized.

EARNINGS PER SHARE

Basic earnings per share is computed by dividing net income by the weighted average
shares of common stock outstanding for the period and excludes any dilutive effects of
stock options. Diluted earnings per share is computed by dividing net income by the
weighted average shares of common stock outstanding for the period plus the shares
that would be outstanding assuming the exercise of dilutive stock aptions using the
treasury stock method. The effect of dilutive stock options increased weighted average
shares outstanding by 96,000, 48,000 and 12,000 for the years ended October 31, 2004,
2003 and 2002.

SEGMENT INFORMATION

The Company designates the internal organization that is used by management for

making operating decisions and assessing performance as the source of the Company’s
reportable segments.

ACCOUNTING FOR WEB SITE DEVELOPMENT COSTS

Certain external costs and internal payrall and payrall-related costs have been
capitalized during the application, development and implementation stages of the
Cempany’s web site. The costs regarding the ongaing operation and maintenance are
expensed in the period incurred. The Company's internet sales are based on a
coaperative effort with the Company's direct sales force as an optional ordering
alternative.

Champion Industries, Inc. &nd Subsidiaries
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2. INVENTORIES

Inventories consisted of the following:

Printing:
Raw materials
Work in process
Finished goods
Office products and office furniture

TRV HEMPYLRNE - [

October 31,
2004 2003

$ 2,32681 $ 2,203,228

1,998,824 2,022,420
3,460,834 3,680,184
3483035 3,444,097
$11,269,514 $11,348,929

3. LONG-TERM DEBT

Long-term debt consisted of the following:

October 31,

2004

Secured term note payable to a bank, due in
monthly principal and interest installments
approximating $89,950 with interest at the
Wall Street Journal prime rating maturing
October 2008, collateralized by substantially
all assets of the Syscan Corporation and the
Chapman Printing Charleston division. $ 3,920,000

Installment notas payable to banks, dus in monthly
installments plus interest at rates approximating
the bank’s prime rate maturing in various periods
ranging from December 2004 - February 2010,
collateralized by equipment, vehicles, inventory and
accounts receivable. 3,576,234

Capital lease obligations, due in monthly installments
totaling $19,116 through February 2005, with $8,322 due
in monthly installments through December 2005 at fixed
rates of interest ranging from 7.0% to 7.75%. 149,002

7,645,236
Less current portion 1,688,429

Long-term debt, net of current portion $ 5,956,807

2003

2,848,231

359,027

3,207,258
946,971

$ 2,260,287

Champion Industries, Inc. anc Subsidiaries
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A summary of stock options outstanding and exercisable at October 31, 2004, Deferred tax assets and liahilities are as follows:

follows:
Cctober 31,
Exercise Number Remaining 2004 2003
Price Outstanding Life o =
4 38.00 Assats;
2 000 0.14 Allowance for doubtful accounts $ 568729 § 476,358
243 108,000 205 Deferred compensation 147,260 142,973
21 110,000 m.._m Net operating loss carryforward of acquired
4.29 123,000 al companies 611,750 504,582
. ) Accrued vacation 355,574 278,848
The Company has a deferred compensation agreement with one employee of Blug Other accrued liabilities 1496.858 189,492
Ridge Printing Ce., Inc. providing for payments totaling approximately $500,000 over a EHEEssE _=a~mum mm_mg
ten year period after retirement. The Company had accrued appraximately $365,000 and _ I ’ _
$354,000 at October 31, 2004 and 2003 relating to this agreement. The amount G
' ross deferred tax assets 1,976,767 1,781,493
expensed for this agreement for the vears ended October 31, 2004, 2003 and 2002 _ _
approximated §11,000, $14,000 and $18,000. To assist in funding the deferred B
compensation agreement, the Company has invested in life insurance policies, which Pro m_..ﬁ and equipment 3537 653 3337530
had a cash surrender value of approximately $460,000 and $388,000 far years 2004 and _:Hmﬂm_n_m mmmmgw P d%a.ﬁu T
2003. - - ’ =
Gross def liabili 4921, ,337.5
5. INCOME TAXES ross deferred liability B Iwﬁ 931 3,337,530
) ) Valuation allowance (285,250) {285,250
Income tax expense cansisted of the following: — — —
Net deferred tax liabilities 3,230,414 1,841,287
Year Ended October 31, |_ I $ $ — .
2004 2003 2002
c . A recanciliation of the statutory federal income tax rate to the Company's effactive
urent expense: income tax rate is as follows:
Federal $ 461,383 $ 1270574 $ 1,460,913
State 156,575 321,285 350,069
. ' ' . Year Ended October 31,
Deferrad benefit {35,866} {366,773) (245,091) 2004 2003 2002
— .u munblmn $ ._bmmm 6 1,565,891 _ Statutory federal income tax rate 34.0% 34.0% 34.0%
State taxes, net of federal bensfit 15 10 6.1
Change in valuation allowance — (7.8}
Deferred tax adjustments = 6.1 (0.6}
Selling expenses 5.7 25 2.1
Cash surrender value of life insurance
accretion (1.3) —
Other {2.2) {0.7) {0.1)
Effective tax rate 43.7% 1% 41.5%

Champion industries, Inc. and Subsidiaries
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On February 16, 2002, a jury verdict was rendered against the Company in a civi
action brought against the Company in state court in Jackson, Mississippi. The plaintiff
in this civit action asserted that the Company and its Dallas Printing Company, Inc.
subsidiary had engaged in unfair competition and other wrongful acts in hiring certain of
its employees. The jury awarded the plaintiff $1,745,000 in actual damages and
$750,000 in punitive damages.

On March 1, 2002, the plaintiff filed 2 motion for attorney's fees and costs in the
amount of $889.401. On July 16, 2002, the court entered an order granting plaintiff
$645,119 in attorney fees and expenses, and orderad that interest on the amaunt of the
jury award accrue from February 22, 2002.

The Company appealed both the jury award and the attorney fee and expense award.

The Company was advised on February 3, 2004 that the Court of Appeals of the State
of Mississippi had reversed the aforementioned judgment and jury verdict rendered
against the Company and had remanded the case for new trial. The plaintiff petitioned
the appeals court for rehearing of its ruling an February 17, 2004. The Company's
response was filed on February 24, 2004.

On June 22, 2004 the Company was advised that the Court of Appeals of the State
af Mississippi had upheld its February 3, 2004 reversal of the judgment and jury verdict
and its remand of the case for new trial and had denied plaintiff's petition for rehearing
of that decision. Plaintiff filed a petition for writ of certiorari with the Mississippi
Supreme Court to contest the ruling of the Court of Appeals on July 8, 2004. The
Company filed a response to such petition on July 27, 2004.

The Company was advised on Septembar 16, 2004 that the Supreme Court of
Mississippi had upheld the Court of Appeals of the State of Mississippi's February 3,
2004 reversal of the judgment and jury verdict rendered February 16, 2002 against the
Company and had upheld the reversal and remand of the case for new trial.

The effect of the appeals courts orders of February 3, 2004 and June 22, 2004 and
the Mississippi Supreme Court's denial of plaintiff's petition for certiorari is to negate the
trial court’s award of damages and attorneys fees previously granted against the
Company, and grant a new trial on plaintiff's claims,

The Company is subject to the environmental laws and regulations of the United
States and the states in which it operates conceming emissions into the air, discharges
into the waterways and the generation, handling and disposal of waste materials. The
Company's past expenditures relating to environmental compliance have not had a
material effect on the Company and are included in normal aperating expenses. These
laws and regulations are constantly evolving, and it is impossible to predict accurately
the effect they may have upon the capital expenditures, eamings, and competitive
position of the Company in the future. Based upon information currently available,
management believes that expenditures relating to environmental compliance will not
have a material impact on the financial position of the Company.

ALY LRLEY - k|

The Company is subject to various c¢laims and legal actions, other than the claim
discussed abave, that arise in the ordinary course of business. In the opinion of
management, after consulting with legal counsel, the Company believes that the
ultimate resolution of these claims and legal actions will nat have a material effect on
the consolidated financial statements of the Company.

. ACOUISITIONS

On September 7, 2004 the Company acquired all the issued and outstanding capital
stock of Syscan Corporation {“Syscan”), a West Virginia corporation, for a cash price af
$3,500,000 and a contingent purchase price, dependent upon satisfaction of certain
conditions, not to exceed the amount of $1,500,000. The Company also purchased a
building from an entity controlled by Syscan’s sole shareholder for $117,000 concurrent
with the Syscan acquisition. After considering the cash received, the acquisition of a
building and acquisition costs the net assets acquired totaled approximately $2,688,000.
Syscan Corporation is a provider of integrated business products, with a primary
emphasis on office and data products, printing, mailing and fulfiliment services, and
office furniture. The acquisition was consummated based on significant identified
synergies which could be achieved due to a duplication of market territory. The
acquisition brought additional supply chain management and mailing expertise to the
Company and allowed Syscan to offer a broader array of printing services to its existing
customer base.

The Williams Land Corporation has the option to put the 3000 Washington Street
building occupied by Syscan to the Company for a purchase price of $1.5 million and
Champion has the option to purchase the building for $1.5 million at the conclusion of
the five year lease term commencing September 1, 2009. This option may be exercisad
na later than 60 days prior to the end of the lease and closing of said purchase cannot
exceed 45 days from the end of the |ease.

Two maonths operations of Syscan Corporation are included in the Company's
Statement of Operations commeneing concurrent with the acquisi
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A reconciliation of total segment revenue, assets and cperating income to
consolidated income before income taxes for the years ended October 31, 2004, 2003
and 2002 is as follows:

2004 2003 2002

Revenues:
Total segment revenues
Elimination of intersegment

$142615707 §$ 137312322 § 136,296,665

Tevenue (18,214,135} (15,129,690) (13,412,756)
Consolidated revenua $123,401,572 § 122,182,632 § 122,883,909
Operating income:
Total segment operating
income $ 133819 § 3156216 § 4072592
Interest income 6,663 3.899 14,376
Interest expense (300,742) {167,442) [386,699)
Other income 287,750 10,216 73,326
Consolidated income
before income taxes $ 1331,79 $ 3002889 § 3773595
identifiable assets:
Total segment identifiable
assets $64149884 § 5846883 § 59,507,503
Elimination of intersegment
assets — —] =
Total consolidated assets $ 64149884 § 58468835 $ 59,507,503
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10. ACCOUNTING FOR COSTS ASSOCIATED WITH EXIT OR
DISPOSAL ACTIVITIES

In August 2003, the Company relacated its U.S. Tag division from Baltimare, Maryland
to Huntington, West Virginia. As a result of the Company’s decision to relocate this
division, the Company incurred fease terminatian costs of $63,000 which will be paid out
an a monthly basis over the term of the lease (at a rate of approximatety $3,333 per
month for 19 months as of Octaber 31, 2003), $45,000 in severance and termination
benefits which were paid during the fourth quarter of 2003 and travel related costs of
appraximately $15,000 which were incurred during the fourth quarter of 2003. As a result
of the U.S. Tag relocation, 19 positions were eliminated. The Company anticipates only
nominal costs related o the plant relocation to oceur in the future. These costs will ocour
over the remaining lease term and include utility and security costs.

During the second quarter of 2004, the Company incurred plant consolidation and
facility relocation costs related to the closure of the Blue Ridge Printing Knoxville plant
and censolidation into the Blue Ridge Printing Asheville plant, and the facility
consolidations in Baton Rouge related to Bourque, Transdata and Diez. The facility
consolidation and relocation costs appraximated $150,000 and the personnel severance
related costs approximated $37,000.

The costs associated with the aforementioned relocation of U.S. Tag and the Blue
Ridge and Baton Rouge consalidations were reflected in the consolidated statemenis of
operations statement in the category where the expenses historically have been
classified and are part of the printing segment.

11. FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying amaount reported in the balance sheet for cash and cash equivalents
approximates its fair value. The fair value of long-term debt was estimated using
discounted cash flows and its approximates their carrying value.

Champion Industries, Inc. and Subsidiaries

©



OTHER INTANGIBLES

October  Amortization October

31, 2003 Expense Other 31, 2004

Printing $ 128,250 $ 60,607 $1,430680 § 1,498323
Office products and

furniture 56,168 43,803 2,301,363 2313,728

Total $ 184418 $104,410 $3732,043  § 3812051

October  Amortization October

31, 2002 Expense Other 31, 2003

Printing $ — § 8750 $ 135000 § 128,250
Office products and

furniture — 5,106 61,274 56,168

Total $ — 5 11,856 $ 196274 § 184418

13. CERTAIN SIGNIFICANT ESTIMATES

Our estimates that influence the financial statements are normally based on
knowledge and experience about past and current events and assumptions about
future events. The following estimates affecting the financial statements are
particularly sensitive because of their significance and it is at least reasonably
possible that a change in these estimates will accur in the near term.

GOODWILL AND IDENTIFIABLE ASSETS

We evaluate the recoverability of the goodwill of each of our reporting units
as required under SFAS No. 142 by comparing the fair value of each reporting unit
with its camying value. The fair values of our reporting units are determined using
a combination of a discounied cash flow analysis and market multiples based on
historical and projected financial information. We apply our best judgment whan
assessing the reasonableness of the financial projections used to determine the
fair value of each reporting unit.

ALLOWANCE FOR DOUBTFUL ACCOUNTS

The Company encounters risks associated with sales and the collection of the
associated accounts receivable. As such, the Company records a monthly provision
for accounts receivable that are considered to be uncollectible. in order to
calculate the appropriate monthly provision, the Company primarily utilizes a
historical rate of accounts receivables written off as a percentage of total revenue.
This historical rate is applied to the current revenues on a manthly basis. The
historical rate is updated periodically based on events that may change the rate
such as a significant increase or decrease in collection performance and timing of
payments as well as the calculated total exposure in refation to the allowance.
Periodically, the Company compares the identified credit risks with the allowance
that has been established using historical experience and adjusts the allowance
accordingly. The underlying assumptions used for the allowance an change fram
period to period and could potentially cause a material impact to the income
statement and working capital.
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SHAREHOLDERS' INFORMATION

Corporate Headquarters
Champion ingustries, Inc.

Mailing Address
P 0. Box 2968, Huntington, WV 25728-2968

Stroet Address
2450-90 First Avenue, Huntingtan, WV 25703 »»
Phone: 304.528.2700 > Fax: 304.528.2765

Notice to Shareholders
A copy of the Company's annual report on Form 10-K for the fiscal year ended
QOctober 31, 2004, as filed with the Securities and Exchange Commission, including the

financial statements and schedules thereto, is avaitable through EDGAR or upon written
request to:

Champion Industries, Inc.
P 0. Box 2968
Huntington, WV 25728-2968

Annual Meeting

The annual meeting of shareholders will be hetd at 1:00 PM on Menday, March 21,
2005, at the Radisson Hotel Huntington, 1001 3ra Avenue, Huntington, WV.

Requests for Information

Shareholders, analysts and others seeking financial information are requested to
contact our Chief Financial Officer at Corporate Headquarters.

Stock Transfer Agent and Registrar
National City Bank, Cleveland, OH
Toll Free: 1.800.622.6757

Shareholder correspondence and witien transfer requests should be sent to:

National City Bank, Dept. 5352
Corporate Trust Operations
P0. Box 92301

Cleveland, OH 44133-0800

@xm

Common Stock Listing

Common stock of Champion Industries, Inc. is traded on the NASDAQ National

Matket System (NMS) urder the symbol CHMP. NASDAQ Market Makers at October a1,
2004 were:

Advest, Inc.
Ferris Baker Watts, Incorporated

Auditors
BKD, LLP
400 Cross Pointe Boulevard
PO. Box 628
Evansville, IN 47704-0628

Emst & Young LLP
900 United Center
Charleston, Wv 25301

Wehsite
Visit our website at www.champion-industries.com
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In so many aspects Champion Industries, Inc. plays a
vital role. As an integral business process solutions provider,
Champion provides a turnkey solution to nearly every industry
sector imaginable. Within the communities we serve, Champion
is a trusted partner in the delivery of accurate and timely
information, goods and services.

Champion Industries, Inc. is down the street, across the yard and in
your living room. We’re right there, and we’re leading the way.
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financial highlights

Year Ended October 31,

2008 2007 ® 2006 " 2005" 2004
Operating Results Data (In thousands, except share and per share data)
Total revenues $ 162,685 § 145,642 $ 145,188 134,925 § 124,402
Gross profit 52,215 42,850 43,394 38,253 34,396
Income from operations 12,719 10,514 9,753 2,435 1,338
Net income 6,022 6,080 5,474 1,117 750

Earnings per share:

Basic $ 0.60 3§ 0.61 § 056 % 011 § 0.08
Diluted 0.60 0.60 Q.55 0.11 0.08
Weighted average
common shares
outstanding:
Basic 9,986,000 9,957,000 9,818,000 9,735,000 9,729,000
Diluted 10,024,000 10,103,000 9,972,000 9,809,000 9,825,000
Dividends per share $ 0.24 % 024 § 020 5 020 § 0.20
Book value per share
at year end 5.19 4.80 4.51 4.18 4,27

{1]

During the fourth quarter of 2005, the Company incurred various charges resulting from Humicane Katrina. As a result
of the hurricane, the Company recorded a pre-tax charge of §1,021,000 ar $581,000 net of tax or $0.06 per share an a
basic and diluted basis. In 2006, the Campany recorded recoveries of approximately $377,000, or $224,000 net of tax
or $0.02 per share on a basic and diluted basis.

2

The revenues associated with the acquisition of The Herald-Dispatch are primarily composed of advertising, circulation
and commercial printing revenues. The advertising and circulation revenues are included as a compenent of the newspaper
segment and the commercial printing revenues are recorded as a component of the printing segment. Approximately

six weeks of the operations of The Herald-Dispatch are included in the Company's Statement of Operations commencing
concurrent with the acquisition in 2007.

October 31,
2008 2007 2006 2005 2004
Financial Position Data {In thousands)
Cash and cash equivalents/
Negative book cash
balances $ (987) $ 5,793 $ 5487 § 3,662 $ 1,745
Working capital 20,367 25,308 25,955 26,081 26,913
Total assets 141,279 149,212 65,989 61,645 64,150
Long-term debt
{net of cument portion)® 66,332 79,378 4,220 6,761 8,257
Shareholders’ equity 51,860 48,727 44,777 40,752 41,551

@ Includes nen-current bomowings under the Company's credit facilities.

SPECIAL NOTES REGARDING FORWARD-LOOKING STATEMENTS

Certain statements contained in this Annual Report cr in doguments incorporatad herein by reference, including with-
out limitation statemeants including tha word “befleves,” "anticipates,” “intends,” “expects” or words of similar import,
constitute “forward-looking statements” within the meaning of sectiocn 21E of the Securities Exchange Act of 1934,
as amended {the “Fxchange Act™). Such forward-looking statements involve known and unknown risks, uncertainties
and other factors that may cause the actual results, performance or achievements of the Company to ba materi-
ally different from any future results, performancs or achievements of the Company expressed or implied by such
forward-locking statements. Such factors include, among others, changes in business strategy or development plans
and other factors referenced in this Annual Report, including without limitations under the captions “Management's
Discussion and Analysis of Financial Gondition and Results of Operations” and “Business.” Given these uncertainties,
prospective investors are cautioned not to place undue refiance on such forward-locking staternents. The Company
disclaims any obligation to update any such factors ar to publicly announce the results of any revisions to any of the
forward-looking statements contained herein to reflect future events or developments.

@€ o3



During 2008, the Company was focused on preparing The Herald-Dispatch
to operate as an independent newspaper and wean the paper from the
Gannett corporate umbrella. We successfully converted from a proprietary
Gannett online system to a third party system and as the year progressed
converted from Gannett systems to third party systems for general ledger,
advertising and circulation. Our office products and furniture group intro-
duced a new import furniture line from China and implemented a new first
source catalog doubling the stock keeping units (SKUs) in this catalog of-
fering. The new catalog was designed to specifically compete with national
office products companies. We have also continued to invest significant
resources in our Champion Output Solutions facility including new presort
and variable data output applications and functionality. The Champion Out-
put Solutions group generates recurring revenue streams primarily through
variable data output and postal optimization. In the several years preceding
2008 the Company had made substantial capital improvements in our print-
ing press, pre-press and post-press equipment and functionality and our
plants are on solid footing from an equipment functionality perspective.

We have appreciated the opportunity to serve our customers over the last
year and we look forward to continuing to build a strong relatiocnship based
on our consistency and reliability that is expected from our Company. To
all of our shareholders, vendors, customers and employees we sincerely
appreciate your support of Champion Industries, Inc. and look forward to
many mutually rewarding years ahead.

Marshall T. Reynolds
Chairman of the Board & Chief Executive Officer

“We have appreciated the
opportunity to serve our
customers over the last year
and we look forward to
continuing to build a strong
relationship based on our
consistency and reliability that
Is expected from our Company.”
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09

Wﬁbiﬁﬁu 951 Point Marian Road  Suite 1
CoMPANY Morgantown, WV 26508

MORGANTOWN

P 304.284.0200 ' f 304.284.0209

Printing sales headquarters with full digital pre-press | Cffice product sales | Full line printing
and services distributor | Print management | Fulfillment | B2B e-commerce solutions  Mail
Digital print

10
amu.l>1%m%2 405 Ann Strest | Parkersburg, WV 26101
Comoany P 304.485.8596 | 800.458.8596 | f 304.485.4793
e e cpepkbg@champion-industries.com
Mid-sized commercial printer with full digital pre-press and full color geparations  Office product
sales | 5- and 6- color presses Up to 28in. x 401in. | Full bindery ' Digital Process Color Press
11
CONSOLIDATED 1901 Mayview Road | Bridgeville, PA 15017
GRAPHIC COMMUNICATIONS P 412.221.2700 | 800.568.3696 | f 412.257.8628
A PIVISIH OF CHOMFIRN (NDUSTIHES, N0, e 5%0@0@04 .com
Fullline printing and services distributor | Print management | Fulfilment | B2R e-commerce
solutions | Promotional products | Pre-press services Digital Process Color Press
12

| DG’ Donihe Graphics 756 Brookside Drive | Kingsport, TN 37660
p 423.246.2800 | 800.251.0337 | f 423.246.7025

& donihesales@champicn-industries.com

Medium- to long-run half-web color printer with full digital pre-press featuring full color
separations | 5-color 2-sided Harris M110 press up to 17 3/4 in. x 26 1/2 in. with aqueous
coating  6-color sheet-fed press up to 28 in. x 40 in. with coater  Full bindery

13

1901 Mayview Road | Bridgeville, PA 15017
p 412.221 3300 | 800.255.337C | f 412.221.6585
e info@interformsolutions.com

INTERFORM

LUTIONS

Leading manufacturer of business forms and direct mail printing to the trade | Roll-fed presses
up to 8-color | Full bindery | Mailer and blown-on labels | Direct mail printing and in-house
malling services | Bar coding for inventory control | Variable imaging and personalization
Forms management programs | Foil embossing and registered holograms Warehousing

14

mwa..._i:?i:inﬁh 1515 Cenlral Parkway | Cincinnati, OH 45214
P 513.721.5167 | 800.255.8638 | £ 513.241.2219

e sales@mertenco.com

e
B
1

Mid-sized cormmercial printer with full digital pre-press | 1- to 6-color presses upto28in.x 40
in. with in line aqueous coating | Full bindery | Fulfilment services

15
The Herald-Bispatch 946 5th Ave  Huntington, WV 25701
p 304.528.4000 | 800.955.6110 | f 304.526.2857
& news@herald-dispaich.com
Daily newspaper in Huntington, WV | Total daily and Sunday circulation of approximatsly
26,000 and 31,000, respectively
16

3 2450-90 1st Avenue  Huntington, WV 25703
: _ ' >A “ p 304.691.5046 | 800.638.1018 | f 304.691.5060  800.625.6076
e ustag@champion-industries.com
Stock and custom tag manufaciurer | Small-sized commercial printer with full digital pre-press
1-1¢ 3-color presses up to 14 in. x 20 in. | Letterpress up to 18 in. x 22 in. | Full Gindery



_ 2008 was another strong, profitable —

year for the Company. We are looking

fo d to continued growth and
, 0 ng results going forward.”
_ - TONEY K. ADKINS —

4 (i Ragnmon g Cerrparny - Bt o, WA
DEAN TWEDT. | Clivinrin Manager + W R pinl Ideees kil
TONEY K. ADKING | Ereschont & Chi Eloatitieng e




Solutions through integration.

Leadership is a culmination of the attitude of a company’s personnel,
business operations and performance. In all of those arenas, Champion
Industries, Inc. has been in the forefront of its industries. Since the dawn
of the Company, the challenges have always been molded into positive
opportunities and extraordinary outcomes.

Champion takes pride in the knowledge that all of its products and ser-
vices are delivered with the highest of quality. This holds true throughout
the Company and in all the departments, none more so than the Cor-
porate Accounting and Information Technology departments. By inte-
grating new technologies with the age-old practice of hard work, the
Champion Accounting and IT teams have been able 1o “stay ahead of
the curve” in the world of business. A responsibility to the sharehold-
ers and the Company dictates that efficiencies be gained through this
integration and these two departments have led the way for the balance
of the Company.

4 (Chapman Printing Company - Perkersburg, V) MARK ADKINS | Sales Rapresontative « ASHLEY CARUTHERS ! Seir's Ry, esentative » JOHN HUSHION | Divis'an Manage: A {Champion Incustries, Inc.) tiovy 1) SCOTT PRICHARD | Corporate Accouning « OTIS FREE-
MAN | Corporate Credit Manager » THAO TRAN | Cortporate Intern « KELLI DODSON | Corporate Accourt~g » JIETING YANG | Corporate Accosnting » HANNAH GASTO | Corporate intern » TARA SCARBERRY | Compeate AccoLm g (Row 2} TARA BALLARD | Corporate

Interr. « SAMUEL VANCE Il | & formeticn “uchnology anager « TODD R, FRY | Senicr Vice President & Chief Financ.| OFicer s MATTHEW DICKEY | Corporate Inte-n » JOSEPH HYLTON | Copeets Intern (Row 3) GREG D. ADKINS | Gontraler « JAMES FINLEY | Gor orate
Acceunting « HARRIS NGUYEN | Corpurate Inten » BARBARA LINKOUS | Compotete Accountng » MIGHAEL BLAIR | Inforz:ar on Tachrolagy



Resources. Results. Leadership.

The financial resources of the Company have always been, and continue to be, the cornerstone
of the ability to perform. The strength of the balance sheet allows the Company to aggressively

posture for the future.

The equipment resources of the Company are vital to the sustained growth of the Company.
Consumer demands in all areas of the operation including printing, office supplies and furniture
and news delivery have forced the Company to be proactive versus reactive. Maxirmization
of existing and investment in new equipment have proved to be a solid basis to strive for im-

proved results.

The human resources of the organization have proved to be one of the Company's most valu-
able assets. Our people are a coliection of talented, experienced and aggressive individuals
focused on the common goals of strength and leadership. We will continue to place our people
in the best positions for themselves and the Company and look forward to outstanding results.

{Chapman Printing Company - Charieston, ¥W) REGINA McGRATH | Office Products Manager ® SCOTT KITGHEN | Division Manager » LINDA DUNLAP | Furniture
Manager » TERRI BURGER | Assistant Division Manager 4 (Chaprnan Printing Gompany - Lexington, KY) RON DURHAM | Pre-press Manager * HAL STEWART
| Civision Manager & (Chapman Printing Comparny - Morgantown) PEGGY LOVIO | Furniture Manager » DAVID McCORMICK | Division Manager & (The Merten
Compary} LARRY MOORE | Division Manager * KEITH MCKINNEY | Pre-press Manager » DARRELL DAY | Pressroom Manager



Successful performance.

The roots of success can pe traced to the cornerstones that a company
is buitt upon. For Champion Industries, inc., those pillars are laid in the
printing and fulfiliment sectors of the Company.

Champion has been a trusted partner for many organizations for de-
cades. The ability of our Company to provide quality, timely and afford-
able printed products has allowed many other organizations 10 leverage
that relationship to their benefit. As a vendor for so many companies
throughout the country, Champion is proud tobe a supplier of the finest
printed products available.

\
'

4 (Bue Ridge printing: BRUCE FOWLER | Civision Mangger ® PAM NORMAN | Sales Represcntative ® BILL BALL | a5 Representaiv: & {Consolidated Graphic Gom

JAMES A. RHODES | Senlor Vice President » {nterform Solutions) JOHN NEST OR | Divigion Manager

munications - Bridgavile, PA) pDAN ROSSWOG

| Sales Maneger of Western Region * {Chamgpion Inclustries, Inc.)




Teamwork is paramount to success.

Every division at Champion Industries, Inc. includes a roster of personnel that is considered to be the
best and brightest in their respective fields. The talents and experience of these quality individuals is a

combination that allows the entire Company to call upon another individual or group within the orga-
nization to assist them in many areas.

The professional sales team engages in training and education that allows them to be able to step
in and assist with any customer issus. The corporate team understands the responsibiliti
Company and its customers and works together towards the common goal of an efficient and profit-

able organization. The labor operation works closely with management to create a seamless, effective
result for the customer.

Champion Industries, Inc. is a focused team. Focused on the positive outcomes it can provide its
customers, shareholders and communities.

4 {Smith & Butter:+c) TERI MITCHELL | Offic.a Manager » DAVID SMITH | Furniture Manage: » DANA SCHROEDE f Warehouse Manager « JAMES D. BUTTER-
FIELD | Civigicn Manager A {Champion Graphic Communications - Baton Rouge, LA) DOUG VANCE | Assistant jon Manager ¢ (Champicn Industries, Inc.) R.
DOUGLAS McELWAIN | Ssnior Vice President 4 (Champion Clarksburg) (Rovs 1) BARRY CALEF | Salesman = KAMI MONTAGNA ! Receptienist and Accounting =
SANDY LEMLEY | Receptlionist and Accounting » (Row 2) CLARENCE FIBER lil | Salesman « GEORGE BALL | Salesman » GLARENGE FIBER, JR | Division Manzger
= TOM STALNAKER | Warehouse Manager P {Champion Indugtries, Inc.) WALTER SANSOM | Secretary » (Chapman Printing Company - Hun , W) JEANIE

HENSLEY | Pavroll # (Charmpion Industries, Inc.) ADAM REYNOLDS | Kramer-Smilko Admir:atrator




Leaders in our communities.

Over the years, the Company has grown in many ways. The foundation of
the organization was a small building offering printing services. Since that
time, the Company has grown to include numerous operations in many
states across the U.S. With that growth, the economic and social impact
of Champion Industries, Inc. has been expanded.

Each and every day, Champion Industries, Inc. provides hundreds of in-
dividuals the means to support their families, their communities and their
environment. The focus of the business has always been satisfying the
needs of the customer and at Champion Industries, Inc. we understand
that it also includes the needs of the regions we serve.

(Tha Hered-Disg-oh | Press Opsrators) LEWIS CRAWFORD « DONNY KLINGER * PHIL THOMPSON = TOM WILKES » MILES MARSHALL » JEFF McGOY | Assistant Le-ao Cperater ¢ KEITH FERGUSON A (The Hergd-Disoateh) ED DAWSON | Editor + E. PAT THOMPSON
FRANTZ | Frasident & Publi: er



Timely solutions provide industry leadership.

Every project that Champion industries, Inc. takes on for their customer base can be con-
sidered a “custom” job. The ability of the Company to be fiexible, adaptable and fluid with
H,o:mﬂ:@mm allows it to realize many goals. Every one of our team members has the authority
and responsibility to do what it takes to meet the demands of our customers.

At Champion Industries, Inc. we foster an environment of innovation. That attitude allows our
team members 1o join with our customers to prepare and execute a workable and satisfac-
tory plan to meet their needs. We provide solutions in many areas that lead to our reputation
as a trusted partner for our customers business goals.

4 {Champicn Outut Solutions) ANTHONY WALKER | Applications interface/Operations Manager » KENNY LORE | Techrécian = PHIL SNODGRASS | Tecknician
4 (Chapman Printing Compeny - Huntingtan, Wv) Receptionists and Accounting » DONNA CONNELLY » DIANNE DAVIS A ({Champron Outp.ii Solutons) TIM

DAGOSTINE | Divison Manager & (US Tag & Ticket Ge.) ANTHONY RIGGIO | Production Supetvisor » (G-

>ralina Cut Sheets) DEBBIE PATRICK | Customer Sarvice »

JIMI THOMPSON | Customer Servica « (US Tag & Ticket Co.) JESSICA CROCKETT ! Cusicimer Service » MARY THOMPSON | Customer Service » (US Tag & Tickst

Co. and Carolina Cut Sheets) LARRY CASSIDY | Division Manager



Success based on quality.

A winning formula for a successful operation in today's economy is to
provide customers with the highest in quality. This rings true in all as-
pects of Champion Industries, Inc., including the finished products we
provide, the level of customer service and the attention to detail that we
give every project.

Quaity is parallel with trust in the industries we operate. When a cus-
tomer chooses Champion Industries, Inc. for their project, they under-
stand that the efforts and products they receive will come with a level
of performance that is unmatched. Whether it is the newspaper on your
doorstep first thing in the morning, the form you use to operate your
business or the custom-designed office to which you welcome your
own customers, it is a statement of quality that we are proud to deliver.

« (Gepiol Business Inte:’ars - Chareston, Wv) JANET JOSEPH-GLAYMAN | President » ERIN GASEY | Designar & “onihe Graphics) SAM STILTNER | Geroral Warager = BILL GRACE | Saiss Menzger » BILL LANE | Procuczon Maneger » JEFF PARKER | Lzad Web Prassman



“Giving the customer what they want when they want it.”

Leading the way requires that a company be at the forefront of the customer’s needs and wants.
At Champion Industries, Inc. our focus has been on satisfying that mantra since the launch of the
Company. The challenges a customer faces in today’s business environment require that all of the
chosen suppliers of that customer be responsive, effective and affordable.

Often, no customer needs are more immediate than in the office products and furniture divisions
of Champion Industries, Inc. Within these divisions the Company utilizes just-in-time delivery

systems and incredibly advanced inventory and tracking systems to meet and exceed those
demands.

The teams within these divisions are all focused on the desired outcome of the customer. Whether
the need is as minute as a single box of paperclips or as large as a custom planned and artistically
designed working space, our commitment to satisfying the customer never changes.

4 (Stationers, Inc.} VIRGINIA ADKINS | Furniu.e Spesizist » {Champion Industries, Inc,) J. MAG ALDRIDGE | Senior Vice Prasident = {Stationars, Inc) JOHN S.
ANDERSON | Manag:r ef Furniture Diision * JANET BLAIR | Assistant Civision Mangor & (Stationsts, Inc) MIKE DEAN | Warehouse Supervisor & (Statoners,
Inc.) BRENDA SMITH | Purchasing Department » LEVI CONAWAY | Furriture: Ope-etions # (Gapitol Susiness Intericys - Wheelng, \WW) BRAD CRAWFORD | Division
Manager



Selected Consolidated Financial Data

The following selected consolidated financial data for each of the five years in the period
ended October 31, 2008, have been derived from the Audited Consolidated Financial Statements
of the Company. The information set forth below should be read in conjunction with the
Audited Consolidated Financial Statements, related notes, and the information contained in
Management’s Discussion and Analysis of Financial Condition and Resuits of Operations appear-
ing elsewhere herein.

Year Ended October 31,
2008 2007@ 2006

20050 2004

OPERATING STATEMENT

DATA: (In thousands, except share and per share data)
Revenues:
Printing $ 102,206 $ 101,653 $ 106,414 $ 98,458 § 95,325
Office products and
office furniture 41,540 41,449 38,774 36,467 29,077
Newspaper 18,939 2,540 — —_ —_
Total revenues 162,685 145,642 145,188 134,925 124,402
Cost of sales & newspaper
operating costs:
Printing 72,521 72,769 75,016 70,978 69,746
Office products and
office fumiture 28,457 28,835 26,778 25,694 20,260
Newspaper cost of sales
& operating costs 9,492 1,188 -— =z —
Total cost of sales &
newspaper operating costs 110,47¢ 102,792 101,794 96,672 90,006
Gross profit 52,215 42,850 43,394 38,253 34,396
Selling, general and
administrative expenses 39,529 32,336 34,018 34,797 33,058
Hurricane and relocation costs,
net of recoveries (33) — {377) 1,021 =
Income from operations 12,719 10,514 9,753 2,435 1,338

Interest income 66 45 28 18 7
Interest expense {5,734) {1,455) (610) (610) (301)
Other income 70 179 32 120 288
Income before income taxes 7,121 9,283 9,203 1,963 1,332
Income tax {1,099) (3.203) (3.729) (846) {(582)
Net income $ 6,022 % 6,080 $ 5,474 $ 1,117 §$ 750

Earnings per share:

Basic $ 060 ¢ 0.61 $ 0.56 $ 011 ¢ o0.08
Diluted 0.60 0.60 0.55 0.11 0.08
Dividends per share $ 0.26 § 0.24 $ 0.20 $ 020 ¢ 0.20

Weighted average common
shares outstanding:
Basic
Diluted

9,986,000 9,957,000
10,024,000 10,103,000

9,818,000
9,972,000

9,735,000
9,809,000

9,729,000
9,825,000

® During the fourth quarter of 2005, the Company incurred various charges resulting from
Hurricane Katrina. As a result of the hurricane, the Company recorded a pre-tax charge
of 1,021,000 or $581,000 net of tax or $0.06 per share on a basic and diluted basis. In
2006, the Company recorded recoveries of approximately $377,000, or $224,000 net of tax
or $0.02 per share on a basic and diluted basis.

@ The revenues associated with the acquisition of The Herald-Dispatch are primarily composed
of advertising, circulation and commercial printing revenues. The advertising and circula-
tion revenues are included as a component of the newspaper segment and the commercial
printing revenues are recorded as a component of the printing segment. Approximately six
weeks of the operations of The Herald-Dispatch are included in the Company's Statement of
Operations commencing concurrent with the acquisition in 2007.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations

OVERVIEW

The Company is a commerciat printer, business forms manufacturer and office products
and office furniture supplier in regional markets of the United States of America, east of
the Mississippi River, The Company also publishes The Herald-Dispatch daily newspaper
in Huntington, West Virginia with a total daily and Sunday circulation of approximately
26,000 and 31,000, respectively. The Company has grown through strategic acquisitions
and internal growth. Through such growth, the Company has realized regional economies
of scale, operational efficiencies, and exposure of its core products to new markets. The
Company has acquired fifteen printing companies, eight office products and office furniture
companies, one company with a combined emphasis on both printing and office products
and office furniture, a paper distribution division (which was subsequently sold in 2001)
and a daily newspaper since its initial public offering on January 28, 1993.

The Company’s net revenues consist primarily of sales of commercial printing, business
forms, tags, other printed products, document output solutions including rendering, insert-
ing and mailing, office supplies, office furniture, data products and office design services
as well as newspaper revenues primarily from advertising and circulation. The Company
recognizes revenues when products are shipped or ownership is transferred and when
services are rendered to the customer. Newspaper advertising revenues are recognized,
net of agency commissions, in the period when advertising is printed or placed on web
sites. Circulation revenues are recognized when purchased newspapers are distributed. The
Company’s revenues are subject to seasonal fluctuations caused by variations in demand for
its products.

The Company's cost of sales primarily consists of raw materials, including paper, ink,
pre-press supplies and purchased office supplies, furniture and data products, and manufac-
turing costs including direct labor, indirect labor and overhead. Significant factors affecting
the Company's cost of sales include the costs of paper in printing, office supplies and the
newspaper operations, costs of labor and other raw materials.

The Company’s operating costs consist of selling, general and administrative expenses,
These costs include salaries, commissions and wages for sales, customer service, account-
ing, administrative and executive personnel, rent, utilities, legal, audit, information sys-
tems equipment costs, software maintenance and depreciation.

CRITICAL ACCOUNTING POLICIES INVOLVING SIGNIFICANT ESTIMATES

The Company's significant accounting policies are described in Note 1 to the consolidated
financial statements. The discussion and analysis of the financial statements and results of
operations are based upon the Company’s consolidated financial statements, which have been
prepared in accordance with accounting principles generally accepted in the United States.
The preparation of these financial statements requires management to make estimates and
judgments that affect the reported amounts of assets, liabilities, revenues and expenses and
related disclosure of contingent assets and liabilities. The following critical accounting policies
affect the Company's more significant judgments and estimates used in the preparation of the
consolidated financial statements. There can be no assurance that actual results will not differ
from those estimates.

Asset Impairment: The Company is required to test for asset impairment relating to property
and equipment whenever events or changes in circumstances indicate that the carrying value
of an asset might not be recoverable. The Company applies Statement of Financial Accounting
Standards (SFAS) No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets”
(SFAS 144) in order to determine whether or not an asset is impaired. This standard requires an
impafrment analysis when indicators of impairment are present. If such indicators are present,
the standard indicates that if the sum of the future expected cash flows from the Company's
asset, undiscounted and without interest charges, is less than the carrying value, an asset
impairment must be recognized in the financial statements. The amount of the impairment is
the difference between the fair value of the asset and the carrying value of the asset.

The Company believes that the accounting estimate related to an asset impairment is a
“critical accounting estimate” because it is highly susceptible to change from period to period
because it requires management to make assumptions about future cash flows over future years
and that the impact of recognizing an impairment could have a significant effect on operations.
Management’s assumptions about future cash flows requires significant judgment because actual
operating levets have fluctuated in the past and are expected to continue to do so in the future.
Management has discussed the development and selection of this eritical accounting estimate
with the audit committee of our hoard of directors and the audit committee has reviewed the
Company’s disclosure relating to it in the MD&A.

Beginning in fiscal year 2002, goodwill and other intangibles are required to be evaluated
annually for impairment, according to SFAS No. 142, “Goodwill and Other Intangible Assets”
(SFAS 142). The standard requires a two-step process be performed to analyze whether or not
goodwill has been impaired. Step one is to test for potential impairment and requires that the
fair value of the reporting unit be compared to its book value including goodwill and other



Results of Operations

The following table sets forth for the periods indicated information derived from the
Company’s Consolidated Statements of Operations, including certain information presented as a

percentage of total revenues.

2007

62.8% $101,653

2008
Revenues:
Printing $102,206
Office products and
office furniture 41,540 25.5
Newspaper 18,939 11.7
Total revenues 162,685 100.0
Cost of sales & newspaper
operating costs:
Printing 72,521 44.6
Office products and
office furniture 28,457 17.5
Newspaper cost of sales
& operating costs 9,492 5.8
Total cost of sales &
newspaper operating costs 110,470 67.9
Gross profit 52,215 321
Selling, general and
administrative expenses 39,529 24.3
Hurricane and relocation
costs, net of recoveries (33) -0.0
Income from operations 12,719 7.8

41,449
2,540

145,642

72,769

28,835

1,188

102,792

42,850

32,336

10,514

Year Ended October 31,
{$ In thousands)

2006

69.8% $106,414

28.5
1.7

100.0

50.0

19.8

0.8

70.6

29.4

22.2

0.0

7.2

38,774

145,188

75,016

26,778

101,794

43,394

34,018
(377)

9,753

73.3%

26.7
0.0

100.0

51.7

18.4

0.0

70.1

29.9

2008 . 2007 2006
Other income (expense):
Interest income 66 0.0 45 0.0 28 0.0
Interest expense {(5.734) -3.5 (1,455) -1.0 (610) -0.4
Other income 70 0.1 179 0.2 32 0.0
Income before income taxes 7,121 4.4 9,283 6.4 9,203 6.3
Income tax expense (1,099) -0.7 (3.203) -2.2 (3,729) -2.5

Net income $ 6,022 3.7% $ 6,080 42% § 5,474  3.8%
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$106.4 millicn in 2006 to $101.7 million in 2007. The decrease in printing sales was primarily
due to sales declines in several of our commercial plants that primarily operate in the sheet-fed
arena. Office products and office furniture revenue increased $2.7 million or 6.9% from $38.8
million in 2006 to $41.4 million in 2007. The increase in revenues for the office products and
office furniture segment was primarily attributable to robust office furniture sales in 2007 com-
pared to 2006, as well as slight increases in office products sales. During the period in which the
Company owned The Herald-Dispatch, approximately six weeks, the newspapers revenues were

composed of approximately $2.0 million in advertising revenue and $0.6 million in circulation
revenues.

COST OF SALES

Total cost of sales for the year ended October 31, 2007 totaled $102.8 million compared to
$101.8 million in the previous year. This change represented an increase of $1.0 million or 1.0%
in cost of sales. Printing cost of sales decreased $2.2 million, or 3.0% to $72.8 million in 2007
compared to $75.0 million in 2006. Printing cost of sales was higher due to an overall decrease
in printing sales. Printing cost of sales as a percentage of printing sales increased to 71.6% as
a percent of printing sales in 2007 from 70.5% in 2006. This increase was primarily the result
of higher payroll costs as a percent of sales. Office products and office furniture cost of sales
increased $2.1 million to $28.8 millicn in 2007 from $26.8 million in 2006. The increase in
office products and office furniture cost of sales is attributable to an increase in office products
and office furniture sales. The increase in office products and office furniture cost of sales as
a percent of office products and office furniture sales is primarily reflective of higher furniture
costs as a percent of furniture sales.

OPERATING EXPENSES AND INCOME

Selling, general and administrative (S,G8&A) expenses decreased $1.7 million to $32.3 million
in 2007 from $34.0 million in 2006. 5,G&A as a percentage of net sales represented 22.2% of
net sales in 2007 compared with 23.5% of net sales in 2006. This decrease in selling, general,
and administrative costs is due to reductions in payroll, lower selling related expense and a
decrease in bad debt expense, as well as reductions in several other 5,G&A line items partially
offset by additional expenses from the acquisition of The Herald-Dispatch.

OTHER INCOME (EXPENSE)

Other expense increased approximately $681,000 from $550,000 in 2006 to $1,231,000 in
2007. This was primarily due to an increase in interest expense of $846,000 from $610,000 in

2006 to $1,455,000 in 2007 partially offset by higher other income. The increase in interest
expense was attributed to the acquisition of The Herald-Dispatch which was completed on
September 14, 2007.

INCOME TAXES

Income taxes as a percentage of income before taxes were 34.5% in 2007 compared with
40.5% in 2006. The decrease in income taxes as a percentage of income before taxes is primar-
ily related to lower state tax rates based on multi-state apportionment factors, amended state
returns, and amortization expense deductions recorded as a permanent difference due to the
acquisition of The Herald-Dispatch.

The effective income tax rate in 2007 and 2006 approximates the combined federal and state,
net of federal benefit, statutory income tax rate.

NET INCOME

For reasons set forth above, net income for 2007 increased approximately $0.6 million to
$6.1 million, or $0.61 per share on a basic and $0.60 per share on a diluted basis, from net

income of $5.5 million for 2006, or $0.56 per share on a basic basis and $0.55 on a diluted
basis.

LIQUIDITY AND CAPITAL RESOURCES

As of October 31, 2008, the Company had $(1.0) million negative book cash balance, a net
decrease in cash and cash equivalents of $6.8 million from the prior year. Working capital as

of October 31, 2008 was $20.4 million, a 19.5% decrease from $25.3 million at October 31,
2007.

The Company had historically used cash generated from operating activities and debt
to finance capital expenditures and the cash portion of the purchase price of acquisitions.
Management plans to continue making significant investments in equipment and to seek appro-
priate acquisition candidates. However, to fund the Company’s continued expansion of opera-
tions, additional financing may be necessary. The Company has two available lines of credit
totaling up to $31.0 million, of which $30.0 million is subject to borrowing base limitations (See
Note 3 of the Consolidated Financial Statements). For the foreseeable future including through
Fiscal 2009, management believes it can fund operations, meet debt service requirements and
make the planned capital expenditures based on the available cash and cash equivalents, cash
flow from operations and lines of credit.
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primarily reflective of cash paid for taxes of which a refund has been recorded in 2007 and a
liability was recorded in 2006, primarily due to the timing of tax payments and a cash payment
under a deferred compensation plan. These items were partially offset by additional cash gener-
ated by changes in the remaining assets and liabilities and an increase in net income.

CASH FLOWS FROM INVESTING ACTIVITIES

Cash used in investing activities was ($3.8) million, ($4.1) million, and {$3.0) million for the
years ended October 31, 2008, 2007 and 2006. Cash flows used in investing activities were down
approximately $300,000 in 2008 from 2007. The cash used in investing activities in 2008 was
primarily related to capital expenditures and a working capital adjustment payment associated
with the acquisition of The Herald-Dispatch. Cash flows used in investing activities increased
in 2007 compared to 2006 primarily due to the contingent earn-out paid for the acquisition of
Syscan, higher capital expenditures, partially offset by cash net of certain acquisition related
expenditures for The Herald-Dispatch.

CASH FLOWS FROM FINANCING ACTIVITIES

Net cash flows used in financing activities for the years ended October 31, 2008, 2007 and
2006 were ($12.3) million, ($4.2) million, and ($5.4) million. The increase in cash used in
financing activities was primarily associated with payments made on the Company’s outstanding
indebtedness associated with its revolving credit facility. The $4.2 million utilized for financing
activities in 2007 was primarily reflective of net payments on debt, dividends and financing
costs paid, partially offset by stock option proceeds. During 2006, the Company reduced net bor-
rowings by approximately $2.6 million and, after adjusting for non-cash investing and financing
activities, reduced net borrowings by $3.9 million. This, coupled with dividend payments of $2.0
million, partially offset by stock option proceeds, was reflective of net cash used in financing
activities during 2006. Dividends paid in 2008, 2007, and 2006 were $2.4 million, $2.4 million,
and $2.0 million.

INFLATION AND ECONOMIC CONDITIONS

Management believes that the effect of inflation on the Company's operations has not been
material and will continue to be immateriat for the foreseeable future. The Company does not
have long-term contracts; therefore, to the extent permitted by competition, it has the ability
to pass through to its customers most cost increases resulting from inflation, if any. In addition,
the Company is not particularly energy dependent; therefore, an increase in energy costs should
not have a significant impact on the Company.

SEASONALITY

Historically, the Company has experienced a greater portian of its profitability in the second
and fourth quarters than in the first and third quarters. The second quarter generally reflects
increased orders for printing of corporate annual reports and proxy statements. A post-Labor

Day increase in demand for printing services and office products coincides with the Company's
fourth quarter.

Our business is subject to seasonal fluctuations that we expect to continue to be reflected
in our operating results in future periods. On a historical basis The Herald-Dispatch’s first and
third calendar quarters of the year tended to be the weakest because advertising volume is at
its lowest levels following the holiday season and a seasonal slowdown in the summer months.
Correspondingly, on a historical basis the fourth calendar quarter followed by the second cal-
endar quarter tended to be the strongest quarters. The fourth calendar quarter includes heavy
holiday season advertising, Other factors that affect our quarterly revenues and operating results
may be beyond our control, including changes in the pricing policies of our competitors, the
hiring and retention of key personnel, wage and cost pressures, distibution costs, changes in
newsprint prices and general economic factors.

The United States economy has been in a recession since December 2007, according to the
National Bureau of Economic Research, and it is widely believed that certain elements of the
economy, such as housing, were in decline before that time. The duration and depth of an
economic recession in markets in which the Company operates may further reduce its future
advertising and circulation revenue, operating results and cash flows.

NEWLY ISSUED ACCOUNTING STANDARDS
SFAS NO. 157

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” SFAS No. 157
defines fair value, establishes methods used to measure fair value and expands disclosure require-
ments about fair value measurements. SFAS No. 157 is effective for financial statements issued for
fiscal years beginning after November 15, 2007, and interim perieds within those fiscal periods,
as it relates to financial assets and liabilities that are carried at fair value. SFAS No. 157 requires
certain tabular disclosures related to results of applying SFAS No. 144, “Accounting for the
Impairment or Disposal of Long-Lived Assets” and SFAS No. 142, “Goodwill and Other Intangible
Assets.” On November 14, 2007, the FASB provided a one year deferral for the implementation of
SFAS No. 157 for non-financial assets and tiabilities. Based on the assets and liabilities on our
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mity with generally accepted accounting principles in the United States. SFAS 162 becomes
effective 60 days following the SEC's approval of the Public Company Accounting Oversight Board
amendments to AU Section 411. The Company does not expect the implementation of SFAS 162
to have a material impact on its consolidated financial statements.

FSP FAS 157-2

In February 2008, the FASB issued FASB Staff Position FSP FAS 157-2, “Effective Date of
FASB Statement No. 1577 (FSP 157-2). FSP FAS 157-2 delays the effective date of SFAS 157,
“Fair Value Measurements,” for nonfinancial assets and nonfinancial liabilities, except for items
that are recognized or disclosed at fair value in the financial statements on a recurring basis
(at least annually). The delay is intended to allow the FASB and constituents additional time to
consider the effect of various implementation issues that have arisen, or that may arise, from
the application of Statement 157. FSP 157-2 defers the effective date of Statement 157 to fis-
cal years beginning after November 15, 2008, and interim periods within those fiscal years, for
items within the scope of this FSP. Examples of items to which the deferral would and would
not apply are listed in the FSP. The Company does not expect the implementation of FSP 157-2
to have a material impact on its consolidated financial statements.

FSP FAS 157-3

In October 2008, the FASB issued FSP FAS 157-3, “Determining the Fair Value of a Financial
Asset When the Market for That Asset Is Not Active” (FSP 157-3). FSP 157-3 clarifies the appli-
cation of SFAS 157, “Fair Value Measurements,” in a market that is not active and provides an
example to fllustrate key considerations in determining the fair value of a financial asset when
the market for that financial asset is not active. This FSP was effective upon issuance, including
prior periods for which financial statements have not been issued.
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Stock Performance Graph

The following graph compares the annual change in cumulative sharcholder return on the
Company’s common stock for the five year period ended October 31, 2008 with the cumulative
total return of the Russell 2000 Index, and a peer group index. This graph assumes the reinvest-
ment of all dividends, if any, paid on such securities and an investment of $100 on October
31, 2003. The companies in the peer group index are: Cenveo, Inc., Consolidated Graphics, The
Standard Register Company and United Stationers, Inc. There is no assurance that the Company’s
common stock performance will continue in the future with the same or similar trends as
depicted in the below graph.

Comparison of 5 Year Cumulative Total Return
Among Champion Industries, Inc.,
The Russell 2000 Index and a Peer Group

$100

$50 -
“O 1 [l i
10/03 10/04 10/05 10/08 10/03
—&— Champion Industries, Inc. — & = Russell 2000 ---8--- Peer Group
Year Ended October 31,

2003 2004 2005 2006 2007 2008
Champion Industries, Inc. 100.00 87.87 112.07 190.63 176.82 96.64
Russell 2000 100.00 111.73 125.23 150.25 164.18 108.09
Peer Group 100.00 111.15 131.01 171.88 194.55 81.30



Consolidated Statements of Cash Flows

Champion Industries, Inc. and Subsidiaries

Year Ended October 31, Year Ended October 31,

2008 2007 2006 2008 2007 2006
Cash flows from operating activities: Cash flows from financing activities:
Net income $ 6,022,084 $ 6,080,140 $ 5,473,848 Borrowings on line of credit — 12,101,000 10,884,000
Adjustments to reconcile net income to Payments on line of credit {6,415,000) (12,101,000} (12,496,000)
cash provided by operating activities: Increase in negative book cash balances 986,704 - —
Depreciation and amortization 5,384,509 3,992,640 4,158,748 Proceeds from long-term debt 767,852 2,654,254 1,001,843
Loss on sale of assets 4,552 49,758 4,409 Principal payments on long-term debt (5,314,041)  (4,313,471) (3,412,359}
Deferred income taxes 766,076 (15,194)  (388,431) Financing costs paid - (320,147) =
Deferred compensation = 3,574 Proceeds from exercise of stock options 54,310 142,680 515,950
Deferred financing costs 309,471 — — Dividends paid (2.396,863) (2,389,417) (1,965,334}
Bad debt expense 854,283 491,934 979,089 = = —
Hurricane related recoveries — — (377,276) Net cash used in financing activities (12,317,038) (4,226,101) (5,381,900)
Changes in assets and liabilities: ) ) ==
Accounts receivable (1,503,868)  (927,958) (2,239,782) Net (decrease) increase in cash and
Inventoties (509,271) 4,232 (101,037) cash equivalents {(5,793,120) 306,543 1,824,955
Qther current assets 49,469 (166,758) 10,832 Cash and cash equivalents at
Accounts payable (635,114) 959,552 1,533,189 beginning of year 5,793,120 5,486,577 3,661,622
Accrued payroll and commissions 266,624 298,569 455,799 -
Taxes accrued and withheld (306,740) (132,206) 287,435 Cash and cash equivalents at end of year $ — § 5,793,120 $ 5,486,577
Accrued income taxes (78,657}  (1,825,842) 426,074 = |
Accrued expenses (271,300} 248,251 (62,158}
Other liabilities {(1,800) (377,434) {4,120)
Net cash provided by operating activities 10,349,818 8,679,684 10,160,193
Cash flows from investing activities:
Purchase of property and equipment (2,373,122) (3,530,050) (2,951,610)
Proceeds from sale of fixed assets 192,749 146,857 135,846
Business acquired, net of cash received  (1,657,239)  (1,214,283) —
Goodwill and other intangible additions — (45,811) —
Change in other assets 52,003 127,657 (52,362)
Cash surrender value proceeds —_ 291,836 —
(Increase) decrease in cash surrender value  (40,291) 76,754 (85.212)
Net cash used in investing activities (3,825,900) (4.147,040) (2,953,338)

See notes to consolidated financial statements.



Consolidated Balance Sheets

Champion Industries, Inc. and Subsidiaries

2008
Assets
Current assets:
Cash and cash equivalents $ —
Accounts receivable, net of allowance of
$1,851,000 and $1,511,000 23,888,688
Inventories 12,014,118
Income tax refund 711,096
Other current assets 833,066
Deferred income tax assets 1,130,742
Total current assets 38,577,710

Property and equipment, at cost:
Land 2,120,689

Buildings and improvements 12,110,480
Machinery and equipment 55,407,620
Furniture and fixtures 4,089,466
Vehicles 3,144,682
76,872,937
Less accumulated depreciation (49,764,709)
27,108,228
Cash surrender value of officers” life insurance 874,397
Goodwill 38,894,778
Deferred financing costs 1,508,669
Other intangibles, net of accumulated amortization 15,730,841
Trademark and masthead 18,515,316
Other assets 68,906

75,592,907

Total assets $ 141,278,845

October 31,

2007

$ 5,793,120

23,239,103
11,504,847
632,439
882,535
969,664

43,021,708

2,120,689
12,262,229
55,763,920

4,088,761

3,185,555

77,421,154
(48,164,640 )

29,256,514

834,106
38,853,657
1,818,140
16,779,241
18,515,316
132,909

76,933,369

$ 149,211,591

Liabilities and shareholders’ equity
Current liahilities: :
Negative book cash balances
Accounts payable
Accrued payroll and commissions
Taxes accrued and withheld
Accrued expenses
Current portion of long-term debt:
Notes payable

Total current Labilities

Long-term debt, net of current portion:
Line of credit
Notes payable

Deferred income tax liabilities

Other liabilities

Total liabilities
Commitments and contingencies - See Note
Shareholders’ equity:

Common stock, $1 par value, 20,000,000
shares authorized; 9,987,913 and 9,968,913
shares issued and outstanding

Additional paid-in capital

Retained earnings

Other comprehensive loss

Total shareholders’ equity

Total liabilities and shareholders’ equity

2008

3 986,704

4,844,725
2,726,911

987,385
1,546,055

7,118,543
18,210,323
9,125,496
57,206,307
3,937,658
939,006

89,418,790

9,987,913
22,768,610
19,661,445

(557,913)

51,860,055

$ 141,278,845

See notes to consolidated financial statements.

October 31,

2007

$ i
5,491,189
2,460,287
1,294,125
3,433,971

5,033,637
17,713,209
15,540,496
63,837,402

3,382,447

10,950

100,484,504

9,968,913
22,733,300
16,036,224

(11,350)

48,727,087

§ 149,211,591
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Notes to Consolidated Financial Statements

Champion Industries, Inc. and Subsidiaries

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Champion is a commercial printer, business forms manufacturer and office products and office
furniture supplier in regional markets in the United States of America, east of the Mississippi.
Champion also publishes The Herald-Dispatch daily newspaper in Huntington, WV with a total
daily and Sunday circulation of approximately 26,000 and 31,000, respectively.

The accounting and reporting policies of Champion conform to accounting principles gener-
ally accepted in the United States. The preparation of the financial statements in conformity
with generally accepted accounting principles requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying
notes. Actual results could differ from these estimates. The following is a summary of the more
significant accounting and reporting policies.

PRINCIPLES OF CONSOLIDATION

The accompanying consolidated financial statements of Champion Industries, Inc. and
Subsidiaries (the “Company”) include the accounts of The Chapman Printing Company, Inc.,
Bourque Printing, Inc., Dallas Printing Company, Inc., Stationers, Inc., Carolina Cut Sheets, Inc.,
U.5. Tag & Ticket, Donihe Graphics, Inc., Smith and Butterfield Co., Inc., The Merten Company,
Interform Corporation, Blue Ridge Printing Co., Inc., CHMP Leasing, Inc., Rose City Press, Capitol
Business Equipment, Inc., Thompson’s of Morgantown, Inc., Independent Printing Service, Inc.,
Diez Business Machines, Transdata Systems, Inc., Syscan Corporation and Champion Publishing, Inc.

Significant intercompany transactions have been eliminated in consolidation.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist principally of cash on deposit with banks and repurchase
agreements for government securities, all highly liquid investments with an original maturity of
three months or less. At October 31, 2008 and 2007, the Company held overnight repurchase
agreements for $30,000 and $1,021,000 of Eurodollar Sweep Investments with stated interest
rates of 1.22% and 3.97%, respectively. The Company's cash deposits in excess of federally
insured amounts are primarily maintained at a large well-known financial institution.

ACCOUNTS RECEIVABLE

Accounts receivable are stated at the amount billed to customers. Accounts receivable are
ordinarily due 30 days from the invoice date.

The Company encounters risks associated with sales and the collection of the associated
accounts receivable. As such, the Company records a monthly provision for accounts receivable
that are considered to be uncellectible. In order to calculate the appropriate monthly provision,
the Company primarily utilizes a historical rate of accounts receivable written off as a percent-
age of total revenue, This historical rate is applied to the current revenues on a monthly basis.
The historical rate is updated periodically based on events that may change the rate such as a
significant increase or decrease in collection performance and timing of payments as well as the
calculated total exposure in relation to the allowance. Periodically, the Company compares the
identified credit risks with the allowance that has been established using historical experience
and adjusts the allowance accordingly.

During 2008, 2007 and 2006, $854,000, $492,000, and $979,000 of bad debt expense was
incurred and the allowance for doubtful accounts was $1,851,000, $1,511,000, and $1,558,000
as of October 31, 2008, 2007 and 2006. The actual write-offs for the periods were $514,000,
$657,000, and $832,000 during 2008, 2007 and 2006. The actual write-offs occur when it is
determined an account will not be collected. General economic conditions and specific geo-
graphic and customer concerns are major factors that may affect the adequacy of the allowance
and may result in a change in the annual bad debt expense.

No individual customer represented greater than 3.0% and 6.0% of the gross outstanding
accounts receivable at October 31, 2008 and 2007. The Company's ten largest accounts receiv-

able balances represented 18.1% and 17.6% of gross outstanding accounts receivable at October
31, 2008 and 2007.

INVENTORIES

Inventories are principally stated at the lower of first-in, first-out, cost or market.
Manufactured finished goods and work-in-process inventories include material, direct labor and
overhead based on standard costs, which approximate actual costs.

In November 2004, the FASB issued SFAS No. 151 “Inventory Costs” (SFAS 151), an amend-
ment of ARB No. 43, chapter 4. SFAS 151 clarifies the accounting for abnormal amounts of
idle facility expense, freight, handling cost and wasted material. SFAS 151 was effective for
inventory costs incurred during fiscal years beginning after June 15, 2005. The adoption of this
standard did not have a material effect on the Company’s financial statements.



Notes to Consolidated Financial Statements
ACCOUNTING FOR WEB SITE DEVELQPMENT COSTS

Certain external costs and internal payroll and payroll-related costs have been capitalized
during the application, development and implementation stages of the Company's web site. The
costs regarding the ongoing operation and maintenance are expensed in the period incurred.
The Company's internet sales are based on a cooperative effort with the Company's direct sales
force as an optional ordering alternative.

REVENUE RECOGNITION

Revenues are recognized when products are shipped or ownership is transferred and when
services are rendered to customers. The Company acts as a principal party in sales transactions,
assumes title to products and assumes the risks and rewards of ownership including risk of loss
for collection, delivery or returns. The Company typically recognizes revenue for the majority of
its products upon shipment to the customer and transfer of title. Under agreements with certain
customers, custom forms may be stored by the Company for future delivery. In these situations,
the Company may receive a logistics and warehouse management fee for the services provided.
In these cases, delivery and bill schedules are outlined with the customer and product revenue
is recognized when manufacturing is complete and the product is received into the warehouse,
title transfers to the customer, the order is invoiced and there is reasonable assurance of col-
lectability. Since the majority of products are customized, product returns are not significant.
Therefore, the Company records sales on a gross basis. Shipping and handling costs are recorded
as a component of cost of sales. Advertising revenues are recognized, net of agency commis-
sions, in the period when advertising is printed or placed on websites. Circulation revenues are
recognized when purchased newspapers are distributed. Amounts received from customers in
advance of revenue recognized are recorded as deferred revenue. The deferred revenue associ-

ated with The Herald-Dispatch approximated $684,000 and $424,000 at October 31, 2008 and
2007.

ACCOUNTING FOR COSTS ASSOCIATED WITH EXIT OR DISPOSAL ACTIVITIES

In July 2002, the FASB issued SFAS No. 146 “Accounting for Costs Associated with Exit or
Disposal Activities” (SFAS 146), which supersedes EITF No. 94-3, “Liability Recognition for
Certain Employment Termination Benefits and Other Costs to Exit an Activity.” SFAS 146 requires
companies to record liabilities for costs associated with exit or disposal activities to be recognized
only when the liability is incurred instead of at the date of commitment to an exit or disposal
activity. Adoption of this standard was effective for exit or disposal activities that were initiated
after December 31, 2002. During the fourth quarter of 2005, the Company recognized costs associ-
ated with facility related costs, equipment costs, operational costs from lost business and uncol-

lectible receivables, personnel costs, inventory related costs and relocation costs aggregating
approximately $1.0 million associated with Hurricane Katrina. In 2006, the Company recognized
recoveries, net of expenses associated with Hurricane Katrina of approximately $377,000.

ACCOUNTING FOR STOCK-BASED COMPENSATION

In December 2004, the FASB issued SFAS No. 123R (revised 2004), “Share-Based Payment”
(SFAS 123R}). This statement revises SFAS No. 123, “Accounting for Stock-Based Compensation,”
(SFAS 123) and requires companies to expense the value of employee stock options and similar
awards. The effective date of this standard was interim and annual periods beginning after June
15, 2005. On April 14, 2005, the United States Securities and Exchange Commission amended
the effective date of this standard to the beginning of a company's fiscal year that begins after
June 15, 2005. Therefore, the effective date of this standard for the Company was November 1,
2005. Since the Company's employee stock options vest immediately in the year granted, the
initial adoption of this standard did not have any effect on the Company’s financial statements.
However, the Company will be required to expense the value of the employee stock options when
future options are granted. There were no stock option grants in 2008, 2007 or 2006.

Befare the adoption of SFAS 123R, the Company had elected to follow the intrinsic value
method in accounting for its employee stock options. Accordingly, because the exercise price of
the Company’s employee stock options equals the market price of the underlying stock on the
date of grant, no compensation expense was recognized.

Historically, the fair value of these options was estimated at the date of grant using a
Black-Scholes option pricing model with the following weighted-average assumptions regarding
risk-free interest rates; dividend ylelds; volatility factors of the expected market price of the
Company’s common stock; and a weighted-average expected life of the option of 4 years.

The following pro forma information has been determined as if the Company had accounted
for its employee stock options under the fair value method. For purposes of pro forma disclo-
sures, the estimated fair value of the options was expensed in the year granted since the options
vested immediately. The Company's pro forma information for the years ended October 31 are as
follows:
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SFAS NO. 157

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” SFAS No.
157 defines fair value, establishes methods used to measure fair value and expands disclosure
requirements about fair value measurements. SFAS No. 157 is effective for financial statements
issued for fiscal years beginning after November 15, 2007, and interim periods within those
fiscal periods, as it relates to financial assets and liabilities that are carried at fair value.
SFAS No. 157 requires certain tabular disclosures related to results of applying SFAS No. 144,
“Accounting for the Impairment or Disposal of Lang-Lived Assets” and SFAS No. 142, “Goodwill
and Cther Intangible Assets”. On November 14, 2007, the FASB provided a one year deferral
for the implementation of SFAS No. 157 for non-financial assets and liabilities. ‘Based on the
assets and liabilities on cur balance sheet as of October 31, 2008, we do not expect the adop-
tion of SFAS No. 157 to have a material impact on our consolidated financial position, result
of operations or cash flows.

SFAS NO. 159

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets
and Financial Liabilities, including an amendment of FASB Statement No. 115.” SFAS No. 159
permits entities to choose to measure at fair value many financial instruments and certain other
items at fair value that are not currently required to be measured. Unrealized gains and losses
on items for which the fair value option has been elected are reported in earnings. SFAS No.
159 does not affect any existing accounting literature that requires certain assets and liabilities
to be carried at fair value. SFAS No. 159 is effective for fiscal years beginning after November
15, 2007. Based on the assets and liabilities on our balance sheet as of October 31, 2008, we
do not expect the adoption of SFAS No. 159 to have any impact on our consolidated financial
position, results of operations or cash flows,

SFAS NO. 141 (R)

During December 2007, the FASB fssued SFAS No. 141 (R), “Business Combinations.” SFAS
No. 141 (R) is effective for fiscal years beginning December 15, 2008. Earlier application is
prohibited. Assets and liabilities that arose from business combinations which occurred prior to
the adoption of FASB No. 141 (R) should not be adjusted upon the adoption of SFAS No. 141
{R}. SFAS No. 141 (R) requires the acquiring entity in a business combination to recognize all
(and only) the assets acquired and liabilities assumed in the business combination: establishes
the acquisition date as the measurement date to determine the fair value of all assets acquired
and liabilities assumed; and requires the acquirer to disclose to investors and other users all of

the information they need to evaluate and understand the nature and financial effect of the
business combination.

As it relates to recognizing all (and only) the assets acquired and liabilities assumed in a
business combination, costs an acquirer expects but is not obligated to incur in the future to
exit an activity of an acquiree or to terminate or relocate an acquiree’s employees are not liabili-
ties at the acquisition date but must be expensed in accordance with other applicable generally
accepted accounting principles. Additionally, during the measurement period, which should not
exceed one year from the acquisition date, any adjustments that are needed to assets acquired
and liabilities assumed to reflect new information obtained about facts and circumstances that
existed as of that date will be adjusted retrospectively. The acquirer will be required to expense
all acquisition-related costs in the periods such costs are incurred other than costs to issue debt
or equity securities. SFAS No. 141 (R) will have no impact on our results of operations, financial
position or cash flows at the date of adoption, but it could have a material impact on our results
of operations, financial position or cash flows in the future when it is applied to acquisitions
which occur in the fiscal year beginning November 1, 2009.

FSP FAS 142-3

In April 2008, the FASB issued staff position FSP FAS 142-3 (FSP-142-3), “Determination
of the Useful Life of Intangible Assets.” FSP 142-3 amends the factors that should be con-
sidered in developing renewal or extension assumptions used to determine the useful life of
a recognized intangible asset under SFAS No. 142. The intent of FSP 142-3 is to improve the
consistency between the useful life of a recognized intangible asset under SFAS No. 142 and
the period of expected cash flows used to measure the fair value of the asset under SFAS No.
141 (R} and other U.5. generally accepted accounting principles (GAAP). FSP 142-3 is effective
for fiscal years beginning after December 15, 2008 and interim periods within those fiscal years
and should be applied prospectively to intangible assets acquired after the effective date. Early
adoption is prohibited. Accordingly, we will adopt FSP 142-3 on November 1, 2009. We do not
expect FSP 142-3 to have an impact on our results of operations, financial position or cash
flows at the date of adoption, but it could have a material impact on our results of operations,
financial position or cash flows in future periods.

SFAS NO. 161

In March 2008, the FASB issued Statement of Financial Accounting Standards No. 161,
“Disclosures about Derivative Instruments and Hedging Activities - an amendment of FASS
Statement No. 133" (SFAS 161). SFAS 161 changes the disclosure requirements for derivative
instruments and hedging activities. Entities are required to provide enhanced disclosures about
how and why an entity uses derivative instruments, how derivative instruments and related
hedged items are accounted for under Statement 133 and its related interpretations, and how
derivative instruments and related hedged items affect an entity’s financial position, financial
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The secured and unsecured credit facilities contain restrictive financial covenants requiring
the Company to maintain certain financial ratios. The Company was in compliance with these
covenants at October 31, 2008. The Company is required to maintain a minimum of $750,000
of compensating balances with Fifth Third Bank under the terms of its credit agreement. The
Company is permitted to pay dividends under its Credit Agreement as long as no default or event
of default exists or shall exist after giving effect to the proposed dividend and the Company has
delivered to the Credit Agreement’s administrative agent prior to the proposed dividend a pro
forma compliance certificate evidencing compliance with applicable covenants as defined in the
Credit Agreement.

The Company is required to make certain mandatory payments on its credit facilities related
to (1) net proceeds received from a loss subject to applicable thresholds, (2) equity proceeds
and (3) effective January 31, 2009, the Company is required to prepay its credit facilities by 75%
of excess cash flow for its most recently completed fiscal year. The excess cash flow for purposes
of this calculation is defined as the difference (if any) between (a) EBITDA for such period and
(b) federal, state and local income taxes paid in cash during such period plus capital expen-
ditures during such period not financed with indebtedness plus interest expense paid in cash
during such period plus the aggregate amount of scheduled payments made by the Borrower and
its Subsidiaries during such period in respect of all principat on all indebtedness (whether at
maturity, as a result of mandatory sinking fund redemption, or otherwise), plus restricted pay-
ments paid in cash by the Borrower during such period in compliance with the credit agreement.
The Company’s prepayment obligation due January 31, 2009 is approximately $2.0 million.

Maturities of long-term debt for each of the next five years follow:

2009 $ 7,118,543
2010 5,055,960
2011 5,062,313
2012 5,068,927
2013 42,019,107

$ 64,324,850

Prior to September 14, 2007, the Company had an unsecured revolving line of credit with
a bank for bormowings to a maximum of $10,000,000 with interest payable monthly at the
prime rate of interest. The line of credit was terminated and replaced with a revolving credit
agreement with another bank. Under this revolving note, the Company can borrow a maximum
of $30,000,000 subject to a borrowing base timitation with interest payable monthly at the

prime rate of interest and/or LIBOR plus a margin. The Company had borrowed $9,125,496 and
$15,540,496 under this facility at October 31, 2008 and 2007. Pursuant to its borrowing base
calculation, the Company had approximately $9.1 million and $8.8 million in additional avail-
ability under its $30.0 million revolving credit line at October 31, 2008 and 2007. The line of
credit expires in September 2012 and contains certain resirictive financial covenants, is subject
to borrowing base limitations and fs collateralized by substantially all of the assets of the Company.

The Company has an unsecured revolving line of credit with a bank for borrowings to a
maximum of $1,000,000 with interest payable monthly at the Wall Street Journal prime rate.
This line of credit expired in October 2008. The Company renewed this line of credit in January
2009 and the line of credit expires in July 2010 subject to a floor of 4.25% and contains certain

financial covenants. There were no borrowings outstanding under this facility at October 31,
2008 or 2007.

The prime rate was the primary interest rate on the above loans prior to September 14, 2007.
After this date, the primary interest rate consisted primarily of LIBOR 30-day and 90-day rates
plus 275 basis points. Prime rate approximated 4.00% and 7.50% at October 31, 2008 and 2007,
while the 30-day LIBOR rate approximated 3.12% and 4.75% at October 31, 2008 and 2007. The
Company has entered into a hedging arrangement to convert $25.0 million of variable inter-
est rate debt to fixed interest rate debt {see Note 14). Interest paid during the years ended
COctober 31, 2008, 2007 and 2006 approximated $5,713,000, $1,168,000, and $616,000. The
Company had accrued interest of approximately $8,000 and $302,000 at October 31, 2008 and
2007. Deferred financing costs are amortized over the life of the related credit facilities and
are reported as part of interest expense. In 2008 and 2007, $309,000 and $46,000 of deferred
financing costs were included as interest expense; there were no deferred financing costs in 2006.

The Company's non-cash activities for 2008, 2007 and 2006 included equipment purchases
of approximatety $0, $1,738,000, and $1,322,000 which were financed by a bank, and the
accrual for the contingent earn out payment to Syscan of $1,350,725 in 2006. The Company
recorded non-cash investing and financing activities for the acquisition of The Herald-Dispatch
of approximately $78.5 million. The Company also accrued approximately $1.6 million for a final
working capital payment for the acquisition of The Herald-Dispatch. The working capital pay-
ment was made in the first quarter of 2008 totaling approximately $1.6 million.

4. EMPLOYEE BENEFIT PLANS

The Company had a Profit Sharing Plan that covered all eligible employees and qualified as a
Savings Plan under Section 401(k) of the Internal Revenue Code. Effective January 1, 1998, the
Profit Sharing Plan was merged into The Champion Industries, Inc. 401(k) Plan {the “Plan™). The Plan
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5. INCOME TAXES

Income tax expense consisted of the following:
Year Ended October 31,

2008 2007 2006

Current expense (benefit):
Federal $ 463,599 $ 2,666,371 $ 3,282,566
State (130,742) 552,049 835,428
Deferred expenses (benefit) 766,076 (15,194) (388,431}

$ 1,098,933 $ 3,203,226 $ 3,729,563

Deferred tax assets and liabilities are as follows:

October 31,
2008 2007
Deferred tax assets:
Allowance for doubtful accounts $ 697,181 $ 561,002
Net operating loss carryforward of
acquired companies 393,911 420,261
Accrued vacation 253,127 235,400
Other accrued liabilities 184,093 177,133
Other comprehensive income 371,943 —
Gross deferred tax assets 1,900,255 1,393,796
Deferred tax liabilities:
Property and equipment 3,325,252 2,453,341
Intangible assets 1,090,710 1,062,029
Gross deferred tax Liability 4,415,962 3,515,370
Net deferred tax liabilities before
valuation allowance 2,515,707 2,121,574
Valuation allowance:
Beginning balance 291,209 303,317
Decrease during the period - (12,108)
Ending balance 291,209 291,209
Net deferred tax liabilities $ 2,806,916 $ 2,412,783
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6. RELATED PARTY TRANSACTIONS AND QPERATING LEASE COMMITMENTS

The Company leases operating facilities from entities controlled by its Chief Executive
Officer, his family and affiliates as well as facilities controlled by a Company owned by the
former sole owner of Syscan pursuant to the acquisition of Syscan (see note 8). The original

terms of these leases, which are accounted for as operating leases, range from twe to fifteen
years,

A summary of significant related party transactions follows:

Year Ended October 31,

2008 2007 2006
Rent expense paid to affiliated
entities for operating facilities $ 434,000 $ 434,000 § 449,000
Sales of office products, office furniture
and printing services to affiliated entities 895,000 934,000 693,000

In addition, the Company leases property and equipment from unrelated entities under oper-

ating leases. Rent expense amounted to $912,000, $819,000, and $714,000 for the years ended
October 31, 2008, 2007 and 2006.

Under the terms and conditions of the above-mentioned leases, the Company is primar-
ily responsible for all taxes, assessments, maintenance, repairs or replacements, utilities and
insurance. The Champion Output Solutions’ lease excludes taxes and insurance during the initial
lease term. Champion Output Solutions subleases approximately 8,500 square feet at an annual

rate of approximately $44,000 through June 30th, 2011. The Company has renewal options for
certain leases covering varying periods.

In addition, the Company purchased vehicles from an entity controlled by family members
of its Chief Executive Officer in the amounts of $150,000, $105,000 and $102,000 for the years
ended October 31, 2008, 2007 and 2006.

Future minimum rental commitments for all non-cancelable operating leases including related

party commitments with initial terms of one year or more consisted of the following at October
31, 2008:

2009 $ 1,319,849
2010 1,095,075
2011 940,785
2012 782,343
2013 695,884
Residual 121,640

$ 4,955,576

The Company participates in a self-insurance program for employee health care benefits with
affiliates controlled by its Chief Executive Officer and as such is responsible for paying claims of
Company participants as required by the plan document. The Company is allocating costs primar-
ily related to the reinsurance premiums based on its proportionate share to provide such benefits
to its employees. The Company's expense related to this pragram for the years ended October
31, 2008, 2007 and 2006 was approximately $5,017,000, $3,493,000, and $3,792,000.

During 2008, 2007 and 2006, the Company utilized an aircraft from an entity controlled by
its Chief Executive Officer and reimbursed the controlled entity for the use of the aircraft, fuet,
aircrew, ramp fees and other expenses attendant to the Company’s use, in amounts aggregating
$56,000, $91,000, and $119,000. The Company believes that such amounts are at or below the
market rate charged by third-party commercial charter companies for similar aircraft.

The Company believes that the terms of its related party transactions are no less faverable to
the Company than could be obtained with an independent third party.

7. COMMITMENTS AND CONTINGENCIES

The Company is subject to the environmental laws and regulations of the United States and
the states in which it operates concerning emissions into the air, discharges into the waterways
and the generation, handling and disposal of waste materials, The Company’s past expenditures
relating to environmental compliance have not had a material effect on the Company and are
included in normal operating expenses. These laws and regulations are constantly evolving, and
it is impossible to predict accurately the effect they may have upon the capital expenditures,
earnings, and competitive position of the Company in the future. Based upon information cur-
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The following table summarizes the unaudited consolidated pre forma results of operations
and pro forma net income per share for the years ended October 31, 2007 and 2006, assuming
The Herald-Dispatch acquisition had occurred at the start of the Company's fiscal year for each
of the periods represented below. The pro forma results below were derived from The Herald-
Dispatch internal financial statements representing the periods approximating the Company's
fiscal year and are reflective of adjustments associated with additional interest expense and
associated deferred financing costs not recorded on the Company's financial statements of
approximately $5.2 million and $6.2 million for the 2007 and 2006, respectively. The Company
recorded pro forma adjustments resulting from additional amortization expense of $614,000 and
$702,000 for 2007 and 2006, respectively; additional depreciation of $524,000 and $352,000 for
2007 and 2006 and adjustments associated with retirement plans and postretirement benefits

other than pensions which were not assumed by the Company totaling $398,000 and $869,000
in 2007 and 2006.

2007 2006

(in millions, expect per share data)

Revenues $ 164.7 $ 168.8
Net income $ 6.9 $ 6.6
Earnings per share:
Basic $ 0.69 $ 0.67
Diluted $ 0.68 £ o066
Weighted average shares outstanding:
Basic 10.0 9.8
Diluted 10.1 10.0

The identifiable intangible assets of The Herald-Dispatch are being amortized on a straight-
line basis over a period of 20 years for hoth the subscriber and advertiser base. The weighted
average life of the amortizable intangible assets for the acquisition of The Herald-Dispatch at
the acquisition date was approximately 20 years. The trademarks and masthead for the acquisi-
tion of The Herald-Dispatch was determined to have an indefinite life. The remaining allocation

of the purchase price of The Herald-Dispatch was assigned to goodwill. The Company expects
to achieve tax deductions associated with non-amortizing intangibles and goodwill of approxi-
mately $3.6 million per year for a period of 15 years.

On September 7, 2004, the Company acquired all the issued and outstanding capital stock of
Syscan Corporation {“Syscan”), a West Virginia corporation, for a cash price of $3,500,000 and
a contingent purchase price, dependent upon satisfaction of certain conditions, not to exceed
the amount of $1,500,000. On December 14, 2006, the Company paid the contingent purchase
price in the amount of $1,350,725. This amount was accrued at October 31, 2006. The Company
also purchased a building from an entity controlled by Syscan’s sole shareholder for $117,000
concurrent with the Syscan acquisition. After considering the cash received, the acquisition of 3
building and acquisition costs the net assets acquired totaled approximately $2,688,000. Syscan
Corporation is a provider of integrated business products, with a primary emphasis on office and
data products, printing, mailing and fulfillment services, and office furniture. The acquisition
was consummated hased on significant identified synergies which could be achieved due to a
duplication of market territory. The acquisition brought additional supply chain management
and mailing expertise to the Company and allowed Syscan to offer a broader array of printing
setvices to its existing customer base.

The Williams Land Corporation has the option to put the 3000 Washington Street building
occupied by Syscan to the Company for a purchase price of $1.5 million and the Company has
the aption to purchase the building for $1.5 million at the conclusion of the five year lease term
ending September 1, 2009. This option may be exercised no later than 60 days prior to the end
of the lease and closing of said purchase cannot exceed 45 days from the end of the lease

Alt of the ahove transactions have been accounted for using the purchase method of accounting.
9. INDUSTRY SEGMENT INFORMATION

The Company operates principally in three industry segments organized on the basis-of prod-
uct lines: the production, printing and sale, principally to commercial customers, of printed
materials (including brochures, pamphlets, reports, tags, continuous and other forms); the sale
of office products and office furniture including interior design services; and publication of The
Herald-Dispatch daily newspaper in Huntington, West Virginia with a total daily and Sunday
circulation of approximately 26,000 and 31,000, respectively. Approximately six weeks of the
operations of The Herald-Dispatch are included in the Company's Statement of Operations com-
mencing concurrent with the acquisition in 2007. The Company employs approximately 890
people, of whom approximately 80, or 9%, are covered by collective bargaining agreements,
which expire on May 31, 2010 and December 31, 2010, respectively.
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A reconciliation of total segment revenue, assets and operating income to consolidated
income before income taxes for the years ended October 31, 2008, 2007 and 2006 is as follows:

2008 2007 2006
Revenues:
Total segment revenues $ 184,213,460 $ 166,816,197 $ 168,650,078
Elimination of intersegment
revenue Amu.mnqbowv (21,174,343 {23,462,202)
Consolidated revenue $ 162,685,462 $ 145,641,854 $ 145,187,876
Operating income:
Total segment operating income $ 12,719,435 $ 10,514,680 $ 9,753,347
Interest income 65,657 45,021 . 28,251
Interest expense (5,733,677) (1,455,470) (609,881)
Other income 69,602 179,126 31,694
Consolidated income before
income taxes $ 7,121,017 $ 9,283,366 $ 9,203,411

Identifiable assets:

Total segment identifiable assets $ 141,278,845 $ 149,211,501 § 65,088,726
Elimination of intersegment assets —_ - =

Total consolidated assets $

141,278,845 $ 149,211,591

$ 65,988,726

10. ACCOUNTING FOR COSTS ASSOCIATED WITH EXIT OR DISPOSAL ACTIVITIES AND IMPACT
OF HURRICANE KATRINA

On August 29, 2005, Hurricane Katrina made landfall and subsequently caused extensive
flooding and destruction along the coastal areas of the Gulf of Mexico, including New Orleans
and other communities in Louisiana and Mississippi in which Champion conducts business.
Operations in many of the Company’s markets were disrupted by both the evacuation of large
portions of the population as well as damage and/or lack of access to the Company's operating
facility in New Orieans.

The Company filed insurance claims related to both actual and contingent losses. The
Company received an advance to claim from an insurance company of $300,000 in February
2006. A second advance to claim of $200,000 was received in April 2006 and a check in the
amount of $78,000 in full settlement of any and all claims was received in May 2006. The

Company recorded all of the payments as insurance recoveries for the year ended October 31,
2006.

The Company has categorized the costs associated with Hurricane Katrina as follows:

1.) Personnel costs representing costs associated with payment of personnel primarily in
New Orleans during the time period the city was essentially shut down;

2.) Plant costs represent all facilities, equipment and inventory charges incurred as a result
of the hurricane using the most current available information;

3.) The allowance for doubtful accounts charge represents accounts receivable specifically
reserved or based on a collectability analysis performed by the Company using the most
current available information for customers located in New Orleans area at that time;

4.) The relocation costs represent costs of closing the New Orleans production facility and
associated costs of moving equipment.

The following table summarizes the cumulative costs incurred as of October 31, 2008 relating
to Hurricane Katrina:

Personnel $ 88,423
Plant 745,035
Allowance for doubtful accounts 208,310
Moving and relocation costs 255,215
Total pre-tax hurricane expense 1,296,983
Lease settlement recovery 75,583
Insurance recoveries 577,677
Total recoveries 653,260
Cumulative impact of

Hurricane Katrina, net $ 643,723
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The changes in the carrying amounts of goodwill and other intangibles attribute to each
segment at October 31, 2008 and 2007 are as follows:

GOODWILL
October 31, Amortization October 31,
2007 Expense Other 2008
Printing $ 2,226,837 $ == $ = $ 2,226,837
Office products and
furniture 1,230,485 - — 1,230,485
Newspaper 35,396,335 - 41,121 35,437,456
Total $ 38,853,657 $ — 3 41,121 $ 38,894,778
October 31, Amortization October 31,
2006 Expense Other 2007
Printing $ 2,226,837 $ = $ = $ 2,226,837
Office products and
furniture 1,184,674 — 45,811 1,230,485
Newspaper — - 35,396,335 35,396,335
Total $ 3,411,511 $ — $ 35,442,146 $ 38,853,657

OTHER INTANGIBLES
October 31, Amortization October 31,
2007 Expense Other 2008
Printing $ 925,210 $ 339,189 $ — $ 586,021
Office products and
furniture 1,900,537 7,148 - 1,893,389
Newspaper 32,468,810 702,063 — 31,766,747
Total $ 35,294,557 § 1,048,400 $ — $ 34,246,157
October 31, Amortization October 31,
2006 Expense Other 2007
Printing $ 1,212,809 § 34268¢ $§ 55000 $ 925,210
Office products and
furniture 1,912,792 12,255 — 1,900,537
Newspaper —_ 87,758 32,556,568 32,468,810
Total $ 3,125,691 $ 442,702 $ 32,611,568 $ 35,294,557

13. CERTAIN SIGNIFICANT ESTIMATES

Our estimates that influence the financial statements are normally based on knowledge and
experience about past and current events and assumptions about future events. The following
estimates affecting the financial statements are particularly sensitive because of their signifi-
cance and it is at least reasonably possible that a change in these estimates will occur in the
near term.

GOODWILL AND IDENTIFIABLE ASSETS

We evaluate the recoverability of the goodwill and intangible assets of each of our reporting
units as required under SFAS 142 by comparing the fair value of each reporting unit with its
carrying value. The fair values of our reporting units are determined using a combination of a
discounted cash flow analysis and market multiples based on historical and projected financial
information. We apply our best judgment when assessing the reasonableness of the financial
projections used to determine the fair value of each reporting unit.
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15, EARNINGS PER SHARE

Earnings per share (EPS) were computed as follows:

16. QUARTERLY RESULTS OF OPERATIONS {UNAUDITED)

The following is a summary of the quarterly results of operations for the years ended October
31, 2008 and 2007.

Weighted
Average Per Share
Income Shares Amount
Year Ended October 31, 2008
Net income $ 6,022,084
Basic earnings per share
Income available to common shareholders 6,022,084 9,986,000 $ 0.60
Effect of dilutive securities stock options 38,000
Diluted eamings per share
Income available to common shareholders
and assumed conversions $ 6,022,084 10,024,000 $ 0.60
Year Ended October 31, 2007
Net income $ 6,080,140
Basic earnings per share
Income available to common shareholders 6,080,140 9,957,000 $ o0.61
Effect of dilutive securities stock options 146,000
Diluted earnings per share
Income available to common shareholders
and assumed conversions $ 6,080,140 10,103,000 $ 0.60
Year Ended October 31, 2006
Net income $ 5,473,848
Basic earnings per share
Income available to common shareholders 5,473,848 9,818,000 $ 0.56
Effect of dilutive securities stock options 154,000
Diluted earnings per share
Income available to common shareholders
and assumed conversions $ 5,473,848 9,972,000 $ 0.55

First Second Third Fourth
Quarter Quarter Quarter Quarter
Revenues
2008 $ 40,294,000 $ 39,271,000 $ 39,716,000 $ 43,404,000
2007 $ 34,939,000 $ 33,814,000 $ 35,592,000 $ 41,297,000

Gross profit

2008 $ 12,897,000 $ 12,770,000 $12,272,000 $ 14,276,000
2007 $ 10,351,000 $ 10,191,000 $ 9,752,000 $ 12,556,000
Net income
2008 $ 1,278,000 $ 1,395,000 $ 1,067,000 $ 2,282,000
2007 $ 1,268,000 $ 1,390,000 $ 1,031,000 $ 2,391,000
Earnings per share
Basic
2008 $ 0.13 $ 0.14 $ 0.11 $ 0.23
2007 [ 0.13 3 0.14 5 0.10 $ 0.24
Diluted
2008 $ 0.13 $ 0.14 $ 0.11 $ 0.23
2007 $ 0.13 $ 0.14 $ 0.10 $ 0.24
Weighted average
shares outstanding
Basic
2008 9,981,000 9,988,000 9,938,000 9,988,000
2007 9,939,000 9,962,000 9,963,000 9,963,000
Diluted
2008 10,045,000 10,041,000 10,023,000 9,988,000
2007 10,110,000 10,133,000 10,106,000 10,064,000
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FINANCIAL HIGHLIGHTS

Year Ended October 31,
2011# 2010® 20099 2008 2007"
{Restated)

Operating Results Data {In thousands, except share and per share datal
Total revenues $ 128,521 $ 120934 $ 141,258 $ 165754 $ 148,489
Cross prohit 36,809 38,623 40,828 52,215 42,850
Loss) income from operaticns {3,789) 5,373 (37,5913) 2719 10,514
Net lloss) income [3,976) 488 |27,521) 4,638 6,080
(Loss) eamings pei share

Basic $ {0.38) $ 005 $ 2 76 $ 0 47 $ 06l

Diluted {0 38) 005 12 76| 0 46 060
VWeaighted average common

shares outstanding

Bosic 10,362,000 9,988,000 ©,088,00G 9,286,000 9,957,000

Diluted 10,362,000 9,988,000 2,988,000 10,024,000 10,103,000
Dividends per share 000 0020 006 €24 0 24
Rook value per share at year end 1.85 235 230 506 489

i The revenues associated with the acquisition of The Herald-Dispatch are pnmanly composed of adwertising, urculation and commercial pnnting revenues The advertising and arculation revenues
are included as a component of the newspaper segment and the commercial pninting revenues are recorded as a component of the pnnting segment Approximately $1x weeks of the operations
of The Herald-Dispatch are included 1n the Company’s Statement of Dperations commenaing concurrent with the acquisttion 1n 2007

Includes imparment for goodwill and other intangibles n the fourth quaster of 2009 of $(41 1) million, or $(25 5) mlhon net of tax. or 5(2 55) per share on a basic and diluted basis The
Company also recorded  loss on an interest Tate swap agreement resulting from a reclassification from other comprehensive ncome to other expense, pursuant to the ebmnation of a LIBOR
borrowing option from the Adrmmstrative Ageni of the Company's Credit Agreement resulting 1n the neffectiveness of a cash flow hedge 1n the amount of $(578,000) net of tax, or $(0 06) per
share on a basic and diluted basis. The Company also tncurred a charge of $(206,000), or $(128,000) net of tax, ot $(0.01) per share on a basic and diluted basis, retated to imparment charges

associated with property, plant and equipment

@

Includes charges 1n 2010 related to a restructunng and profitability enhancement plan of $(18} milbon, §(1 1) mibion net of tax. or $(0 11) per share on a basic and diluted basis The
Company also recorded other income tn 2010 associated with an nterest rate swap agreement, which expied 1n the fourth quarter of 2010, resulting pnmanly from a reclassification from otier
comprehensive income to ather income of $0.7 (illion, o1 $0 £ mllion net of tax. In the first quarter of 2010, the Company reported $0 3 malbion, or $0 2 mibon net of tax, as other 1ncome
due to the Admmstrative Agent of the Company’s Credi Agreement ebmuiating the LIBOR botiowing optien resulting 1n sneffectiveness of a cash flow hedge

I

Includes impawment for goodwill and other intangibles 1 the fourth guarter of 2011 of $(8 7) mihon, or $(5 43 mlbion net of zax, or $(0.52) per share on & basic and diluted basis The Company
also recorded an impaisment charge associated with property. plant and equipment of $(109,000), or ${66,000) net of iax, or $(¢ 01) per share on a basic and diluted basis. The Company also
ncurred restructunng related charges of ${0 &) milhon, or §(0 3} mlhon ne¢ of tav, or ${0.03) per share on a basic and diluted basis Other 1ncome reflects a gam on early extinguishment of
debt to a related party 1n the amount of $1.3 mlbon, or $0 & million net of tax, or $0 08 per share on a basic and diluted bass. EPS calculations represent full fiscal year of 2011

At October 31,

2011 2010 2009 2008 2007
(Restated) {Restated) [Restated) (Restated)

Financial Position Data {In thousands)

Cash and cash equivalents/ _
negative book cash balances $  (1,154) $ (1,0148 % 1.159 $ 9871 % 5,793

Woiking capital” {31,538) 12,822 (42,907} 20,037 24,980
Total assets 82,024 92,453 101.241 141,498 147 430
Longterm debt [net of cuneni gortion]'™ 431 52,209 Q182 66,332 72,378
Shareholders’ equity 20,928 23,094 22,606 50.168 48,399

= Includes $33 0 milhon and $60 5 millien of long-term debt reclassifred to current debt due to the Company's inability to remain 1n comphance with vanous finanoal covenants 1n 2011
and 2009 In 2011, due to the September 2012 matunty of the revolving line of credit, it 1s classified as current and included as a component of working capital

@ ncludes non-current barrowings under the Company’s credit facibities sncluding the revalving line of credit (term and tevalver, net of current portion), 1n 2011 and 2009, $33 0 million
and $60 & mllion of long-term deist was reclassified to current debt, see (1) above. For 2011, due to the September 2012 matunty of the revolving line of credit, 1t 15 classified as cur-

rent and weluded 1n workang capital

SPECIAL NOTLS REGARDING FURWART-LOOKING STATEMENTS

Certain statements contained 1n this Annual Report or 1n documents incorporated heren by reference, wmcluding without Limitation statements ncluding the word “believes,” “anhicipates,” “intends,”
=expects” or words of simlar 1mport, conshitute “forerard-looking statements” within the meamng of section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”) Such forward-
luoking statements 1wolve known and unknown nsks, uncertainties and other facturs that may cause the actual results, perfosmance or achievements of the Company to be matemally different from any
future results, performance or #ch ts of the Company expl d o1 \mphed by such forward-looking statements. Such factors include, among others, changes in business strategy ar development plans
and other factars referenced 1n this Aanual Repart, including withoui: imtations under the captions “Managemant’s Discussion and Analysts of Financial Conchtion and Results of Dperations” and “Business ”
Given these uncertanties, prospective 1nvestors are cautioned not to place undue refiaace on such forward-loaking statements Tthe Company disclaims any abligation to update any such factors or to pubbcly
annaunce the results of any revisions ta any of the forward-looking statements contaimed heiein to reflect fuiure events or developments

FINANCIAL HIGHLIGHTS
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will strive to perform to the highest stardards
of our indusiries and work to address and
overcome any obstacle that may come

before us.

| sincerely hope that all of the stakeholders
in Champion have a healthy and
rewarding 2012.

.cﬁé/

MARSHALL 7. REYNOLDS

Chairman of the Board &
Chief Executive Cfficer
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MARSHALL T. REYNOLDS J. MAC ALDRIDGE TODD R. FRY
Chaimmon of the Board & Senior Yice President Senior Vice President &

EhislExacutive Officer Chigt Finoncinl Citicer

W qive special thanks to

Tearieiy Adkins lor his yvears of senits o
the Company, Beginning his carear, if
282 Tonsy:asa r||r—.'_n_|;:_:|h fhies rarks wntil
he was appointed VP of Adminisiation
in Mevstber ol | 975 where be sepved
unfil danuen of 2065, At that tims
Taney was-prameted to Freadent and
Chigt Operating Officer, He was o

key leader in he Company until his
retrement In December ol 2011

The Baard ot Lirectors and employses

ot Champion sincemly appreciate his

yeais of dedicalsd zeice

R. DOUGLAS MCELWAIN JAMES A. RHODES

Renicr Vics President Senior Ve Presioen
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The realization of the positive
impact our products provide

each and every day allows us

to gain an additional level

of motivation towards the
perfection of our craft and
the efficient operation of

our business.

Throughout this report, you'll review
instances of those positive experiences.
These are but a few of the impactful
occurrences that are provided through the
resources of Champion Industries, Inc.
We look forward to providing more daily.



capabilities that Chapman could bring

to their marketing efforts. The result was

a unique and creative invitation that was
delivered on time and under budget to

the customer. After printing was complete,
MacKenzie-Dow mailed the invitation fo
thousands of potential visitors and customers
around the globe with the hopes of capturing
their inferest with the piece.
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~+ THE RESULT
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MacKenzie-Dow was very pleased with the efforts of
Chapman Printing. The tradeshow that accurred in the
fall of 2011 was one of their most successhul to date.
The experience was highlighted by a furniture industry
buyer with locations in Chicaga, New Yark, Paris and
Amsterdam who visited the showroom with invitatien

in hand, nating | came because of this invitation.”

He subsequently placed the |argest starting order of fine
furniture ever experienced by the company,

The pasilive experience that o customer encounters

with thie printed pieces produced by Champion Industries
con be realized across many industries, every day.

Wae are thrilled to be an integral port of the success of
50 Many companies,




PetSafe, a supplier of quality pet products,
sponsored the “Bark for Your Park” contest.

The Herald-Dispatch played an infegral role

in this effort by encouraging participation and
providing coverage on a nearly daily basis.
Huntington was chosen as one of fifteen finalists
and online voting began. The HeraldDispatch
covered the story for the 45-day online voting
period and devoted much advertising and
editorial space to the effort.
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The combination of talents, experience and creafivity of
the Capitol Business Interiors team is an exceplional asset
to Champion Industries. The obility to truly partner with a
client. understand their needs and franslate those info cost
effective and functiondl outcomes is a benefit of Capital
Business Interiars, and all divisions of Champion, that

allows customers fo have that positive experience from the

products and services the Company provides,
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existed in the building, ond creative usage The products and services of Champion Industries are
of brick and street signs to complement the designed lo create opportunity for the client. When it is
business. Added fo the interior design of a printed product, it is intended to deliver o message in

the building was a complete ouffitting of & poignant and effective fashion that incites a consumer
the facility with incredibly functional, cost-

effective and efficient office furniture intended
fo complement the project. When completed,
the design was honored with the American
Institute of Architects Award of Excellence
and is a showcase for visitors to the city.

1o act, With the newspoper, the intention is fo deliver
information and also entice a consumer to aci through
quality advertising messages. As with the case of Capitol
Business Interiors and our other office products and
furniture divisions, the oppartunity is for a company lo
provide efficient, functional and comfortable environments,

porsiive ExperiRmeml DY 15




BLUE RIDGE PRINTING

544 Hoywood Road | Asheville, NC 28806
phone 828.254.1000 | 800.633.4298
fax 828.252.6455

email asheville@brpriniing.com

® Specializing in supercritical color catalogs,
brochures and annual reports for fashion, furniture
and financial clientele us well as ad agercies

* Highest quality commerzicl printer with ull digital
pre-press

e Utilizes proprietary UlraRaster™ color separation
process

e 4-and & color presses up fo 28 in. x 40 in.

o Full bindery

Die cutting

CARCLINA CUT SHEETS

PO. Box 299 | Huntington, WY 25/07
phone 3C4.691,5041 1 800.745.5301
fax 888.747.5287

email cosant@championdindusiries.com

 Roil to cut sheet business forms manufacturer with
digital pre-press

* i-to Scolor presses up fo 17 1/2 in. x 22 in.

» Capabilities include fold'ng, drilling ard padding

CHAMPION GRAPHIC COMMUNICATIONS
10848 Airline Highvay | Baton Rouge, LA 7CB16
phone 225.291.90%0 | 800.552.4610

fax 225.291.0900

* Miidsized commercial printer with full digital
prerpress

Office product sales

1- to G-color presses up o 26 in. x 40 in.

Full bincery fecturing cutemzted soddle siitching
and perfect binding

Fulfillment services

-]

&

CHAMPION OUTPUT SOLUTIONS

120 Hills Plaza | Charleston, WV 25387
phone 304.720.0343

fox 304.720.0348

» Outsource provider

e Statement rendering

Veriahle sheck ond explanation of
banohits prating

Medienl balling

Usility blfing

Industrial inveicing

Autornated mail services, including peostal
presorfing and comingling

inkjet services

Printon-demand

e = = = B

CHAPMAN PRINTING COMPANY

3000 Washington Street

Charleston, WV 25387

phone 304.341.0676 | 800.824 6620
fax 304.341.0688

email cpcchas@championindusiries.com

* Printing sales headquarters with full digital
pre-press

Cffice oroduct sales

Full line printing and services distributor
Print management | Fulfillment

B2B ecommerce solutions

Mail

Digitat print

CHAPMAN PRINTING COMPANY
245090 1st Avenue

Huntington, WY 25703

phone 304.528.2791 | 800.624.3431
fox 304.528.2746

email cpcprep@championindusiries.com

o Mid-sized commercial printer with il digital
pre-press

e Office preduct sales

s |-to 4color presses up to 28 in. x 40 in.

o Full bindery with auto saddle stitch and perfect
birding

s letterpress, envelope presses and foil slamping

o Ir-house rolary division for manufacturing
short to mediumrun business forms, laser cut
sheefs and continuous snapout

¢ Off- and enline MICR encoding

s Automnated presentation folder/gluer

CHAPMAN PRINTING COMPANY

890 Russell Cave Road

Lexington, KY 40505

phone 859.252.2661 | 800.432.0959
fax 859.231.8341

email prepress@cpclex.com

e Printing sales office with full digital pre-press
s Office product sales

CHAPMAN PRINTING COMPANY
951 Paint Marion Roed | Suiie
Morgantown, WY 26508

phone 304.284.0200

fax 304.284.0209

* Prinfing sales headguariers with full digital
pre-press

Office product sales

Full line printing and services distributor
Print management

Fuifillment

B2B ecommerce solutions

Mail

Digital print

® & & O &8 & @

CHAPMAN PRINTING COMPANY

405 Ann Street | Parkersburg, WV 26101
phone 3C4.485.8596 | BOO 458 8596
fox 304 485 4793

email cpepkig@championisdusiies.com

» Midsized commercial printer with full digital
pre-press and full coler separations

Office product sales

5-and 6- color presses up to 28 in. x 40 in.
Full bindery

Digital Process Color Press

CONSOLIDATED GRAPHIC COMMUNICATIONS
1901 Mayview Rood

Bridgeville, PA 15017

phone 412.221.2700 | 800.568.3696

fax 412.257.8628 | email info@cgc 1 .com

Full line printing and services distributer
Print management

Fulfillment

B2B ecommerce solufions

Promotional products

Pre-press services

Digital Process Color Press

* & @ & & & @

PRINTING DIVISIONS, NEWSPAPER AND SALES CAPABILITIES 17

DONIHE GRAPHICS

766 Brookside Drive

Kingsport, TN 37660

phone 423.246.2800 | 800.251.0337
fax 423.246.7625

emcil donihesales@championindusiries.com

» Medium fo longun halfweb color printer
with full digital pre-press featuring full color
separations

o Scolor 2<ided Harris M 110 press up to 17
3/4in. x 26 1/2 in. with agquecus coating

* &eolor sheetfed press up fo 28 in. x 40 in. with
coaler and fult bindery

THE MERTEN COMPANY

1515 Central Parkway | Cincinnati, OH 45214
phone 513.721.5167 | 800.255.8638

fax 513.241.2219 | email sales@merlenco.com

e Mid-sized commercial printer wilr. full digitel
pre-press

s 1-1o bcolor presses up to 28 in. x 40 in. with
in I'ne aquecus ceating

¢ Full bindery

= Fulfillment services

THE HERALD-DISPATCH

Q46 5th Ave | Huntingten, WY 25701
phone 304.526.4000 | 800.955.6110
fox 304.526.2857

email news@herald-dispaich.com

* Daily newspaper in Hunlington, YWV
= Total deily and Sunday circularion of
approximately 24,000 and 30,000,

respectively

US TAG

245090 1st Avenue

Hunfington, WY 25703

phone 304.691.5044 | 800.638.1018
fox 304.651.5060 | 800.625.6076
email ustag@champiorrindusiries.com

* Stock and custom tag manufacturer
Small-sized commercicl printer with full digital
pre-press

1- 1o 3-color presses up to 14 in. x 20 in.
Lefterpress up to 18 in. x 22 in.

Full bindery

o



CAPITOL BUSINESS INTERIORS

711 indiana Avenve | Charleston, WY 25302
phone 304.343.7550 | 800.628.7880

fox 304.346.3350

s Office furniture: ACrade; Systems
» Space plonning and design

CAPITOL BUSINESS INTERICRS

1214 Main Street | Wheeling, WV 26003
phone 304.233.8880 | 800.962.3659
fax 304.233.8866

= Office furnitre. A-Grade; Systems
* Space planning end design

CHAMPION CLARKSBURG

700 North ath Street | Clarksburg, WV 26301
phone 304.623.6688 | 866.313.478)

fax 204.623.0267 | 800.806.2068

email cfiber@ wdsl.net

= Full line of office products and supplies

* Dato products ond supplies

= Offce funiture: AGrade; Midrange;
Budget; Prec ned

* Design serviczs

rull line priniing and services distributor

CHAMPION GRAPHIC COMMUNICATIONS
10848 Airline Highway

Baton Reuge, LA 70816

phone 225.291.900C | 800.552.4610
fax 225.291.0900

* Fuil Ine of office praducts ana supplies
* Data products and supplies
s Offica fumiture: Midrange; Budgel

CHAPMAN PRINTING COMPANY
©51 Point Marion Road | Svite 1
Maorgantown, YWV 26508

phone 304.284.0200

fax 304.284.0209

* Full line of office products and supplies
» Data products and supplies

= Office fumnitvre: AGrade; Systems

= Spaco planning and design

STATIONERS

1945 5th Avenue | Hunington, WV 25703
phone 304.528.278C | 800.862.7200
fox 304.528 2795

email &-champ@champion-industries.com

Full line of office products and supplies
Data products and suppliss

Office furniture:

AGriade; Midrange: Budget; Preowned
Design services

SMITH & BUTTERFIELD

2800 Lynch Road | Evansville, IN 47711
phone 812,422.3261 | 800.321.6543
fax 812.429.0532

« Full line of office products and supplies

» Data products and supplies

o Office furniture: AGrads; Midrange;
Budget; Pre-cwned

s Dasign services

Printing sales

OFFICE PRODUCTS AND OFFICE FURNITURE DIVISIONS AND SALES CAPABILITIES @ 19



SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial data for each of the five years in the period ended October 31, 2011, have been derived
from the Audited Consolidated Financial Statements of the Company. The information set forth below should be read in conjunction with
the Audited Consolidated Financial Statements, related notes, and the information contained in Management's Discussion and Analysis

of Financial Condition and Results of Operations appearing elsewhere herein.

Year Ended October 31,

2011 2010"® 2009% 2008 2007"
(Restated)
OPERATING STATEMENT DATA: (In thousands, except share and per share data)
Revenues:
Printing $ 79,092 § 80,971 $ 88,990 $ 105,275 $ 104,500
Office products and office furniture 34,546 33,438 35,874 41,540 41,449
Newspaper 14,883 15,525 16,394 18,939 2,540
Total revenues 128,521 129,934 141,258 165,754 148,489
Cost of sales & newspaper
operating costs:
Printing 58,601 89,351 66,856 75,590 75,617
Office products and office furniture 24,521 23,633 24,859 28,457 28,834
Newspaper cost of sales & operating costs 8,590 8,327 8,715 9,492 1,188
Total cost of sales &
newspaper operating costs 91,712 91,311 100,430 113,539 105,639
Gross profit 36,809 38,623 40,828 52,215 42,850
Selling, general and administrative expenses 31,229 31,609 37,126 39,529 32,336
Restructuring/asset impairments costs 9,369 1,641 41,334 — —
Hurricane and relocation costs,
net of recoveries - — (39) (33) —
{Loss) income from operations (3,789) 5,373 (37,593) 12,719 10,514
Other income (expense):
Interest income — —_ 3 66 45
Interest expense - related party {65) (82) — = —
Interest expense (3.824) (5,332) (5,185) (5,734) (1,455)
Gain on early extinguishment of debt from
a related party 1,338 — — - —
Other income (expense) 99 1,013 (476) 70 179
(Loss) income before income taxes (6,241) 972 {43,251) 7.121 9,283
Income tax benefit (expense) 2,265 (484) 15,730 (2.463) {3,203)
Net (loss) income $ (3,976) $ 488 $ (27.521) $ 4,658 $ 6,080
(Loss) earnings per share:
Basic $ (0.38) $ 0.05 $  (2.76) $ 0.47 $ 0.61
Diluted (0.38) 0.05 (2.76) 0.46 0.60
Bividends per share $ 0.00 $ 0.00 $ 0.06 $ 0.24 $ 0.24
Weighted average common
shares outstanding:
Basic 10,362,000 9,988,000 9,988,000 9,986,000 9,957,000
Diluted 10,362,000 9,988,000 9,988,000 10,024,000 10,103,000

FINANCIALS @ 2]



MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

OVERVIEW

The Company is a commercial printer, business forms manufacturer and office products and office furniture supplier in regional markets
of the United States of America, east of the Mississippi River. The Company also publishes The Herald-Dispatch daily newspaper in
Huntington, West Virginia, with a total daily and Sunday circulation of approximately 24,000 and 30,000 respectively. The Company has
grown through strategic acquisitions and internal growth. Through such growth, the Company has realized regional economies of scale,
operational efficiencies, and exposure of its core products to new markets. The Company has acquired fifteen printing companies, eight
office products and office furniture companies, one company with a combined emphasis on both printing and office products and office
furniture, a paper distribution division (which was subsequently sold in 2001) and a daily newspaper since its initial public offering on
January 28, 1993,

The Company's net revenues consist primarily of sales of commercial printing, business forms, tags, other printed products, document
output solutions including rendering, inserting and mailing, office supplies, office furniture, data products and office design services as
well as newspaper revenues primarily from advertising and circulation. The Company recognizes revenues when products are shipped or
ownership is transferred and when services are rendered to the customer. Newspaper advertising revenues are recognized, net of agency
commissions, in the period when advertising is printed or placed on web sites. Circulation revenues are recognized when purchased
newspapers are distributed. The Company’s revenues are subject to seasonal fluctuations caused by variations in demand for its products.

The Company's cost of sales primarily consists of raw materials, including paper, ink, pre-press supplies and purchased office supplies,
furniture and data products, and manufacturing costs including direct labor, indirect labor and overhead. Significant factors affecting the
Company's cost of sales include the costs of paper in printing, office supplies and the newspaper operations, costs of labor and other raw
materials.

The Company's operating costs consist of selling, general and administrative expenses. These costs include salaries, commissions and
wages for sales, customer service, accounting, administrative and executive personnel, rent, utilities, legal, audit, information systems
equipment costs, software maintenance and depreciation.

CRITICAL ACCOUNTING POLICIES INVOLVING SIGNIFICANT ESTIMATES

The Company's significant accounting policies are described in Note 1 to the Consolidated Financial Statements. The discussion and
analysis of the financial statements and results of operations are based upon the Company's consolidated financial statements, which
have been prepared in accordance with accounting principles generally accepted in the United States. The preparation of these financial
statements requires management to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and
expenses and related disclosure of contingent assets and liabilities. The fellowing critical accounting policies affect the Company’s more
significant judgments and estimates used in the preparation of the Consolidated Financial Statements. There can be no assurance that
actual results will not differ from those estimates.

Restatement of Prior Year: During the fourth quarter of 2011, the Company determined that its historical methodology for accruing
for compensated absences related to vacation did not properly reflect a liability for vacation partially eamed during the fiscal year and
anticipated to be utilized by the employee in the subsequent year, The Company determined that the balances should be corrected in
the earliest period presented by comrecting any individual amounts in the financial statements. The periods impacted by this correction
commence with periods earlier than any periods presented in this annual report. Therefore, the Company will correct this by recording
a cumulative effect of this amount in the earliest period presented as a decrease in retained earnings of $328,000 and an increase in
accrued expenses in the amount of $547,000 and an increase in deferred tax assets of $219,000. This adjustment did not have a material
impact on net income for any period presented in this annual report. Accordingly, the Consolidated Financial Statements for periods ended
October 31, 2007, through October 31, 2010, have been restated to reflect this adjustment. In accordance with ASC Topic 250, Accounting
Changes and Ervor Corrections, we evaluated the materiality of the error from a qualitative and quantitative perspective and concluded
that the error was not material to any prior period. Further, we evaluated the materiality of the error on the results of operations for the
fiscal years end October 31, 2007, through October 31, 2010, and concluded that the error was not material for the year or the trend of

financial results for any period presented.

Asset Impairment: The Company is required to test for asset impairment relating to property and equipment whenever events or changes
in circumstances indicate that the carrying value of an asset might not be recoverable. The Company performs an impairment analysis
when indicators of impairment are present. If such indicators are present, an analysis of the sum of the future expected cash flows from
the Company’s asset, undiscounted and without interest charges is calculated. If it is less than the carrying value, an asset impairment

FINANCIALS @ 23



Alfowance for Doubtful Accounts: The Company encounters risks associated with sales and the collection of the associated accounts
receivable. As such, the Company records a monthly provision for accounts receivable that are considered to be uncollectible. In order
to calculate the appropriate monthly provision, the Company primarily utilizes a historical rate of accounts receivables written off as
a percentage of total revenue. This historical rate is applied to the current revenues on a monthly basis. The historical rate is updated
periodically based on events that may change the rate, such as a significant increase or decrease in collection, performance and timing of
payments as well as the calculated total exposure in relation to the allowance. Periodically, the Company compares the identified credit
risks with the allowance that has been established using historical experience and adjusts the allowance accordingly.

The Company believes that the accounting estimate related to the allowance for doubtful accounts is a “critical accounting estimate”
because the underlying assumptions used for the allowance can change from period to period and coutd potentially cause a material
impact to the income statement and working capital. Management has discussed the development and selection of this estimate with the
audit committee of the board of directors, and the board has, in tum, reviewed the disclosure and its relation to this MDRA.

During 2011, 2010 and 2009, $270,000, $370,000, and $876,000 of bad debt expense was incurred and the allowance for doubtful
accounts was $933,000, $1,297,000, and $1,353,000 of October 31, 2011, 2010 and 2009. The actual write-offs for the periods were
$633,000, $426,000, and $1,375,000 during 2011, 2010 and 2009. General economic conditions and specific geographic and customer
concerns are major factors that may affect the adequacy of the allowance and may result in a change in the annual bad debt expense.

The following discussion and analysis presents the significant changes in the financial position and results of operations of the
Company and should be read in conjunction with the Audited Consolidated Financial Statements and notes thereto included elsewhere

herein.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

YEAR ENDED CTOBER 31, 2011 COMPARED TO YEAR ENDED OCTOBER 21, 2010

REVENUES

Consolidated net revenues were $128.5 million for the year ended October 31, 2011 compared to $129.9 million in the prior fiscal
year. This change represents a decrease in revenues of approximately $1.4 million, or 1.1%. Printing revenues decreased by $1.9 million
or 2.3% from $81.0 million in 2010 to $79.1 million in 2011, The Company believes the decrease in printing revenues was primarily
due to the continued impact of the global economic crisis. Office products and office furniture revenue increased $1.1 million or 3.3%
from $33.4 mitlion in 2010 to $34.5 million in 2011, The increase in revenues for the office products and office furniture segment was
primarily attributable to higher sales of office furniture. In 2011, newspaper revenues were composed of approximately $11.2 million in
advertising revenue and $3.7 million in circulation revenue compared to the same period in 2010, in which the newspaper revenues were
composed of approximately $11.7 million in advertising revenue and $3.8 million in circulation revenues. Newspaper revenues decreased
$0.6 million or 4.1% in fiscal 2011 compared with fiscal 2010. The reduction in newspaper revenues is primarily associated with a decrease
in advertising revenues, which we believe is reflective, in part, of macro industry dynamics coupled with the residual effect of the global

economic crisis.

COST OF SALES

Total cost of sales for the year ended October 31, 2011 was $91.7 million, compared to $91.3 million in the previous year. This change
represented an increase of $0.4 million, or 0.4%, in cost of sales. Printing cost of sales decreased $0.7 million to $58.6 million in 2011
compared to $59.4 million in 2010. Printing cost of sales as a percentage of printing sales increased to 74.1% as a percent of printing
sales in 2011 from 73.3% in 2010. This increase was primarily the result of higher material costs as a percent of printing sales partially
offset by improved Labor and overhead absorption. Office products and office furniture cost of sales increased $0.9 million to $24.5 million
in 2011 from $23.6 million in 2010. The increase in office products and office furniture cost of sales is attributable to an increase in
office products and office furniture sales. The increase in office products and office furniture cost of sales as a percent of office products
and office fumiture sales is primarily reflective of higher office furniture costs as a percent of office furniture sales. Newspaper cost of
sales and operating costs increased $0.3 million to $8.6 million in 2011 from $8.3 million n 2010. Newspaper cost of sales and operating
costs as a percentage of newspaper sales were 57.7% in 2011 and 53.6% in 2010. The primary contributor to the increase was higher
newsprint prices in 2011 compared to 2010.

OPERATING EXPENSES AND INCOME

Selling, general and administrative (S,G8A) expenses decreased $0.4 million to $31.2 miltion in 2011 from $31.6 million in 2010.
S,G8A as a percentage of net sales represented 24.3% of net sales in 2011 and 2010. In 2010, the Company incurred costs associated
with the Company's successful defense of a legal action and the accrual of settlement costs associated with an OSHA action with combined

costs of approximately $0.4 million.

In connection with our annual impairment testing of goodwill and other intangible assets conducted in the fourth quarter of 2011,
we recorded a charge of $8.7 million ($5.4 million, net of deferred tax benefit) for impairment of the value of the goodwill and other
intangible assets, which resulted from the 2007 acquisition of The Herald-Dispatch daily newspaper in Huntington, WV. This charge
resulted in impairment charges of trademark and masthead of $6.3 million and goodwill of $2.4 mitlion. The associated deferred tax
benefit of these charges approximated $3.3 million. There were no impairment charges as a result of our annual impairment testing in

2010,

The valuation methodology utilized to estimate the fair value of the newspaper operating segment was analyzed by the Company with
assistance from an independent third party valuation specialist (“Valuation Specialist™ in 2011 utilizing both the market and income
approach. The Valuation Specialist considered three approaches to value referred to as the income approach, the market approach, and
the cost approach. The income approach was based on a discounted cash flow methodology, in which expected future free net cash flows
to invested capital are discounted to present value, using an appropriate after-tax weighted average cost of capital. The market approach
using a guideline company analysis weighs empirical evidence from shares of comparable companies sold in minority transactions on stock
exchanges and merger and acquisition analysis, which analyses sales of newspapers in control transactions. The cost approach was not
employed due to the fact it was not deemed relevant. The implied fair values of goodwill and other intangibles for this reporting unit
was less than the carrying amount for goodwill and trademark and masthead by $8.7 million ($5.4 million net of deferred tax benefit),
and therefore an impairment charge in this amount was taken. The goodwill and other intangible assets will continue to be amortized for

tax purposes over their remaining life in accordance with applicable Internal Revenue Service standards.
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The Company exchanged a $3,000,000 Unsecured Promissory Note payable to Marshall T. Reynolds, its CEQ, together with $147,875 in
accrued interest for 1,311,615 shares of common stock in the third quarter of 2011. This transaction resulted in a pre-tax gain on early
extinguishment of debt of approximately $1.3 million. The Company believes the CEO's rationale for such an exchange included numerous
factors. The Company believes these factors related both to his dual role as CEO and largest shareholder. The CEO obtained a majority
control in the stock as a result of this transaction. The CEO did not have access to the principal or interest related to the subordinated
debt and therefore the common stock had greater economic upside potential when compared to a fixed rate of return associated with
subordinated debt. We believe the limited liquidity of the Company's common stock would make it very difficult to purchase a significant
quantity of shares without substantially increasing the cost of the purchase. The CEQ has historically been an equity investor and not a
debt investor and therefore we believe the CEQ believed there was inherently potentially greater upside in equity versus subordinated debt
albeft with greater risk. Finally, we believe the CEO believed that eliminating subordinated debt would improve the financial position of

the Company.

Interest expense decreased approximately $1.5 million primarily due to lower borrowings and lower rates associated with the Second
Amendment to the Credit Agreement and expiration of a LIBOR Swap Agreement,

INCOME TAXES

Income taxes as a percentage of income before taxes were a benefit of 36.3% in 2011 compared with an expense of (49.8%) in 2010.
The effective income tax rate in 2011 and 2010 approximates the combined federal and state, net of federal benefit, statutory income

tax rate.

NET (LOSS) INCOME

For the reasons set forth above, the Company recorded a net loss of ${4.0) million in 2011 compared with net income of $0.5 million
in 2010.

YEAR ENDED OCTOBER 31, 2010 COMPARED TO YEAR ENDED OCTOBER 31, 2009

REVENUES

Consolidated net revenues were $129.9 million for the year ended October 31, 2010 compared to $141.3 million in the prior fiscal
year. This change represents a decrease in revenues of approximately $11.3 million, or 8.0%. Printing revenues decreased by $8.0 million
or 9.0% from $89.0 million in 2009 to $81.0 million in 2010. Office products and office furniture revenue decreased $2.4 million or
5.8% from $35.9 million in 2009 to $33.4 million in 2010. The decrease in revenues for the office products and office furniture segment
was primarily attributable to lower sales in both office products and office furniture. In 2010, newspaper revenues were composed of
approximately $11.7 million in advertising revenue and $3.8 million in circulation revenue compared to the same period in 2009, in which
the newspaper revenues were composed of approximately $12.5 million in advertising revenue and $3.¢ million in circulation revenues.
Newspaper revenues decreased $0.9 million or 5.3% in fiscal 2010 compared with fiscal 2009. The reduction in newspaper revenues is
primarily associated with a decrease in advertising revenues. The Company believes the decrease in sales across its three primary revenue
segments was primarily due to the continued impact of the global economic crisis.

COST OF SALES

Total cost of sales for the year ended October 31, 2010 was $91.3 million, compared to $100.4 million in the previous year. This
change represented a decrease of $9.1 million, or 9.1%, in cost of sales. Printing cost of sales decreased $7.5 million to $59.4 million
in 2010 compared to $66.2 million in 2009. Printing cost of sales as a percentage of printing sales decreased to 73.3% as a percent of
printing sales in 2010 from 75.1% in 2009. This decrease was primarily the result of improved labor absorption and lower material costs
as a percent of sales, partially offset by higher overhead absorption costs. Office products and office furniture cost of sales decreased
$1.2 million to $23.6 million in 2010 from $24.9 million in 2009, The decrease in office praducts and office furniture cost of sales is
attributable to a decrease in office products and office furniture sales. The increase in office products and office furniture cost of sales as
a percent of office products and office furniture sales is primarily reflective of higher office furniture costs as a percent of office furniture
sales. Newspaper cost of sales and operating cost decreased $0.4 million to $8.3 million in 2010 from $8.7 million in 2009. Newspaper
cost of sales and operating costs as a percentage of newspaper sales were 53.6% in 2010 and 53.2% in 2009.
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were attributable to the printing segment. These cost reductions were partially offset by lower sales, which were partially mitigated by
improved gross profit percent,

The office products and office furniture segment reported operating profits of $2.1 million, in 2010, compared to $2.3 million, in
2009. This represented a decrease in profitability of $0.2 million or 10%. This decrease is primarily the result of lower gross margin dollar
contribution, due to hoth lower sales and gross profit percent compression attributable to lower margins on office furniture sales in 2010.

The newspaper segment reported a substantial improvement in operating income from a loss of $(38.7) million in 2009, to a profit of
$3.1 million, in 2010. The operating loss in 2009 was primarily the resutt of a pre-tax impairment charge associated with goodwill and
other intangible assets aggregating $41.1 million, thus reducing operating income in 2009.

OTHER INCOME (EXPENSE)

Other expense decreased approximately $1.3 million from $5.7 million in 2009 to $4.4 miltion in 2010. This was primarily due to
charges in 2009 related to an interest rate swap agreement which was reclassified from other comprehensive income to other expense as
a result of ineffectiveness in a cash flow hedge of approximately $0.6 mitlion, net of tax in 2009. The Company recorded other income
in the first quarter of 2010 resulting from this hedging arrangement, in the amount of $0.2 million, net of tax. The interest swap was
re-designated as a cash flow hedge in the second quarter of 2010 and upon expiration of the swap derivative on October 29, 2010, $0.7

million or $0.4 million, net of tax was reclassified into earnings.

Interest expense increased approximately $230,000 from higher interest rates associated with the Administrative Agent of the
Company’s credit facility instituting the default rate and eliminating the LIBOR borrowing expense option for most of the first six months
of 2010 and a higher applicable margin for the remainder of 2010 concurrent with the Second Amendment and various deferred financing
and other interest related expenses associated with this debt, Concurrent with the Second Amendment to Credit Agreement the Company
was permitted to reinstate the LIBOR borrowing option and the new applicable margin was set below the default rate in effect prior to

the Secend Amendment to Credit Agreement.

INCOME TAXES

Income taxes as a percentage of income before taxes were an expense of (49.8%) in 2010 compared with a benefit of 36.4% in 2009.
The effective income tax rate in 2010 and 2009 approximates the combined federal and state, net of federal henefit, statutory income

tax rate.
NET INCOME (L0SS)

For reasons set forth above, net income increased to $0.5 million in 2010 from a loss of $(27.5) million in 2009.

LIQUIDITY AND CAPITAL RESOURCES

As of October 31, 2011, the Company had a $1.2 million negative book cash balance, compared with the prior year when the Company
had a $1.0 million negative book cash balance. Working capital as of Octeber 31, 2011 was $(31.5) million, and $12.8 millicn at October
31, 2010, The decrease in working capital is associated with the classification as a current liability of approximately $33.0 million of term
debt which was previously classified as long term as well as approximately $9.7 million in revelving credit borrowings being classified as
current based on contractual maturities. The $33.0 million term debt reclassification resulted from the Company’s inability to remain in
compliance with certain of its financial covenants.

The Company had historically used cash generated from operating activities and debt to finance capital expenditures and the cash
portion of the purchase price of acquisitions. Management plans to continue making required investments in equipment. The Company
has available a kine of credit totaling up to $15.0 million which is subject to borrowing base limitations and reserves which may be
initiated by the Administrative Agent for Lenders in its sole discretion and are subject to a minimum excess availability threshold as
well as the provisions of the Limited Forbearance Agreement (See Note 3 of the Consolidated Financial Statements). For the foreseeable
future, including through Fiscal 2012, the Company's ability to fund operations, meet debt service requirements and make planned capital
expendituras is contingent on continued availability of the aforementioned credit facilities and the ability of the Company to complete
a restructuring or refinancing of the existing debt. The Company does not currently believe it will generate sufficient cash flow from
operations to meet both scheduled principal and interest payments and pay off the entire line of credit which matures in September 2012.

FINANCIALS @ 31



to the Contribution Agreement. The $2,000,000 in cash collateral released to pay down term debt was issued in the form of a subordinated
unsecured promissory note in the like amount.

On December 29, 2009, the Company, Marshall T. Reynolds, Fifth Third Bank, as Administrative Agent for lenders under the Company’s
Credit Agreement dated September 14, 2007, and the other tenders entered into a Forbearance Agreement. The Forbearance Agreement,
among other provisions, required Marshall T. Reynolds to lend to the Company $3,000,000 in exchange for a subordinated unsecured
promissory note in like amount, payment of principal and interest on which is prohibited until payment of all liabilities under the Credit
Agreement. The subordinated unsecured promissory note, bearing interest at a floating Wall Street Journal ptime rate and maturing
September 14, 2014, and a debt subordination agreement, both dated December 29, 2009, were executed and delivered, and Mr.
Reynolds advanced $3,000,000 to the Company. The $3,000,000 was applied to a prepayment of $3,000,000 of the Company’s loans. The
Forbearance Agreement expired on March 31, 2010 and the Company entered into a Second Amendment and Waiver to Credit Agreement.

On July 18, 2011, the Company and Mr. Reynolds entered into and consummated an Exchange Agreement pursuant to which the
$3,000,000 subordinated unsecured promissory note, dated December 29, 2009 and delivered in connection with the Forbearance
Agreement, together with $147,875 in accrued interest, was exchanged for 1,311,615 shares of common stock. The ratio of exchange was
$2.40 of principal and accrued interest for one share of common stock. The transaction was completed at a discount of approximately
42.5% of the face value of the subordinated unsecured promissory note and related accrued interest. The transaction was approved by a
majority of the disinterested directors in a separate board meeting chaired by a disinterested director. The transaction resulted in a net
gain on early extinguishment of debt from a related party which is reflected in our Consolidated Statements of Operations. As a result of
the Exchange Agreement, Marshall T. Reynolds beneficially owns over 50% of the Company’s outstanding common stock.

On March 31, 2010, the Company, Fifth Third Bank, as a Lender, L/C Issuer and Administrative Agent for Lenders (the “Administrative
Agent”) and the other Lenders party to the Company's Credit Agreement dated September 14, 2007 (the “Credit Agreement”) entered into
a Second Amendment and Waiver to Credit Agreement (“the “Second Amendment”). All conditions precedent to the effectiveness of the
Second Amendment were satisfied on April 6, 2010. The Company has pledged substantially all of the assets of the Company as collateral
for the indebtedness under the Credit Agreement.

In the Second Amendment the Administrative Agent and Lenders waived any default or event of default arising from the Company’s
previously disclosed violations of provisions of the Credit Agreement. The Second Amendment amended various provisions of the Credit

Agreement, including but not limited to:

¢ a $17,000,000 revolving credit facility with a sublimit of up to $3,000,000 for letters of credit and $3,000,000 for swing line loans.
Outstanding borrowings, thereunder, may not exceed the sum of (1) up to 85% of eligible receivable plus (b) up to the lesser of
$6,000,000 or 50% of eligible inventory.

« at the Company’s option, interest at a LIBOR Rate, so long as no default exists.

= post-default increase in interest rate of 2%.

» amendment of various financial covenants.

e fixed charge coverage ratio is required to be 1.0:1.0 through January 31, 2011; 1.1:1.0 through January 31, 2012 and 1.20:1.00
thereafter.

= leverage ratio shall not be greater than 6.5:1.00 at April 30, 2010 with 0.5:1.00 step-downs quarterly through April 30, 2011 and
0.25:1.00 quarterly step~downs through April 30, 2012.

e minimum EBITDA pursuant to a quarterly build up commencing with the three months ended April 30, 2010 of $2,700,000, the
six months ended July 31, 2010 of $5,400,000, the nine months ended October 31, 2010 of $8,900,000 and the twelve months
ended January 31, 2011 of $11,800,000, thereafter varying quarterly step-ups culminating in twelve months trailing EBITDA of
$14,300,000 at October 31, 2012. ‘

o maximum capital expenditures are limited to $2,000,000 per fiscal year for the years ended October 31, 2010 and 2011 and
$2,500,000 thereafter.

o enhanced reporting by the Company to Administrative Agent, including monthly reports and conference calls, quarterly reports by
the Company's independent auditors of restructuring charges and organizational expense reductions.

= application of the Company's income tax refunds applied to reduce indebtedness under the Credit Agreement.

e restrictions on payment of dividends based on various covenant compliance thresholds.

The Company was in compliance with the covenants of its credit agreements at October 31, 2010. Failure to maintain compliance with

financial covenants as required by our credit facility could result in default and acceleration of amounts due under those facilities. The
Company is required to maintain a minimum of $750,000 of compensating balances with the Administrative Agent under the terms of its

Credit Agreement.
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CASH FLOWS FROM OPERATING ACTIVITIES

Cash flows from operating activities for the years ended October 31, 2011, 2010 and 2009 were $7.0 million, $8.0 million, and $11.3
million. The decrease in cash flows from operating activities for fiscal 2011 compared to 2010 was primarily associated with timing
changes in assets and liabilities. The decrease in cash flows from operating activities for fiscal 2010 compared to 2009 was primarily
associated with a nominal change in accounts receivable in 2010 and 2009 compared with a significant decrease in receivables in 2009
compared to 2008. The impairment costs associated primarily with the acquisition of the Herald-Dispatch had no impact on cash flows

from operating activities.
CASH FLOWS FROM INVESTING ACTIVITIES

Cash used in investing activities were $(0.5) million, $(0.4) miltion, and $(1.0) million for the years ended October 31, 2011, 2010
and 2009. Cash flows used in investing activities were relatively unchanged from 2009 to 2011. The cash used in investing activities in
2011 and 2010 was primarily related to purchases of property and equipment. The cash used in investing activities in 2009 was primarily
related to capital expenditures offset by proceeds from cash surrender value of life insurance policies.

CASH FLOWS FROM FINANCING ACTIVITIES

Net cash flows used in financing activities for the years ended October 31, 2011, 2010 and 2009 were $(6.5) million, $(8.8) million,
and $(9.2) million. During 2011, the Company reduced net borrowings by approximately $6.5 million after adjusting for non-cash
investing and financing activities, net of increases in negative book cash balances. During 2010, the Company reduced net borrowings
by approximately $8.3 million after adjusting for non-cash investing and financing activities, net of increases in negative book cash
balances. Dividend payments of $0.6 million were reflective of net cash used in financing activities in 2009. No dividends were paid in

2011 or 2010.
INFLATION AND ECONOMIC CONDITIONS

Management believes that the effect of inflation on the Company’s operations has not been material and will continue to be immaterial
for the foreseeable future. The Company does not have long-term contracts; therefore, to the extent permitted by competition, it has the
ability to pass through to its customers most cost increases resulting from inflation, if any. In addition, the Company is not particularly
energy dependent; therefore, an increase in energy costs should not have a significant impact on the Company.

Our operating results depend on the relative strength of the economy on both a regional and national basis. Recessionary conditions
applicable to the economy as a whole and specifically to our core business segments have had a significant adverse impact on the
Company's business. A continuing or a deepening of the recessionary conditions we are experiencing could significantly affect our revenue
categories and associated profitability.

SEASONALITY

Our business is subject to seasonal fluctuations that we expect to continue to be reflected in our operating results in future periods.

Historically, the Company has experienced a greater portion of its profitability in the second and fourth quarters than in the first and
third quarters. The second quarter generally reflects increased orders for printing of corporate annual reports and proxy statements. A
post-Labor Day increase in demand for printing services and office products coincides with the Company's fourth quarter. The global
economic crisis as well as other macro-economic factors and customer demand has impacted this general trend in recent years. The
Company is unable to predict if this trend has fundamentally shifted until such time a more stable economic climate is present.

QOur business is subject to seasonal fluctuations that we expect to continue to be reflected in our operating results in future periods.
On a historicat basis, The Herald-Dispatch’s first and third calendar quarters of the year tended to be the weakest because advertising
volume is at its lowest levels following the holiday season and a seasonal slowdown in the summer months. Correspondingly, on a
historical basis the fourth calendar quarter followed by the second calendar quarter tended to be the strongest guarters. The fourth
calendar quarter included heavy holiday season advertising. Other factors that affect our quarterly revenues and operating results may
be beyond our control, including changes in the pricing policies of our competitors, the hiring and retention of key personnel, wage and
cost pressures, distribution costs, changes in newsprint prices and general ecanomic factors.
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MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED
STOCKHOLDER MATTERS, ISSUER PURCHASES OF EQUITY SECURITIES

Champion common stock has traded on the National Association of Securities Dealers, Inc. Automated Quotation System (“NASDAQ")
National Market System (now Global Market) since the Offering under the symbol “CHMP."

The Company has been notified by the Listing Qualifications Department of The NASDAQ OMX Group on December 14, 2011 that it is
not in compliance with the $5,000,000 minimum Market Value of Publicly Held Shares requirement for continued inclusion on the NASDAQ
Global Market. The Company has also been notified on January 5, 2012 that it is not in compliance with the $1 per share minimum bid
price requiremant for continued inclusion on The NASDAQ Global Market.

The Company has until June 11, 2012 and July 3, 2012 to achieve compliance with NASDAQ's listing standards. As an alternative, in
the event the Company is unable to achieve compliance by the applicable dates, it may apply to transfer the listing of its common stock
to The NASDAQ Capital Market if it satisfies the requirements for inclusion on the NASDAQ Capital Market.

The Company intends to actively monitor the closing bid price for its Common Stock and the minimum value of publicly held shares
requirement between now and June 11, 2012 and July 3, 2012 and will consider available options to regain compliance.

The following table sets forth the high and low closing prices for Champion common stock for the period indicated. The range of high
and low closing prices are based on data from NASDAQ and does not include retail mark-up, mark-down or commission.

Fiscal Year 2011 Fiscal Year 2010
High Low High Low
First quarter $200 $ 110 $ 1.97 § 1.48
Second guarter 2.22 1.58 1.86 1.10
Third quarter 1.58 1.21 2.10 1.52
Fourth quarter 1.44 1,10 1.66 1.10

At the close of business on January 10, 2012, there were 385 shareholders of record of Champion common stock. The shareholders of
record are determined by the Company’s transfer agent.

The following table sets forth the quarterly dividends per share declared on Champion commen stock.

Fiscal Years
2012 2011 2010

First quarter § — $ — $ =
Second quarter — — —
Third quarter — — —
Fourth quarter - — —
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Certified Public Accountants, B.LL.C.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Audit Committee, Board of Directors and Shareholders
Champion Industries, Inc.
Huntington, West Virginia

We have audited the accompanying consolidated balance sheets of Champion Industries, Inc. and
Subsidiaries (the “Company”} as of October 31, 2011 and 2010, and the related consolidated statements of
operations, shareholders’ equity and cash flows for each of the three years in the period ended October 31,
2011. These financial statements are the responsibility of the Company’s management. Our responsibility is
to express an opinion on these financial statements based upon our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. The Company is not
required to have, nor were we engaged to perform, an audit of its internal control over financial reporting.
Our audits included consideration of internat control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such
opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overali financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of the Company as of October 31, 2011 and 2010, and the results of its operations
and its cash flows for each of the three years in the period ended October 31, 2011, in conformity with U.S.

generally accepted accounting principles.

As discussed in Note 1 to the consolidated financial statements, the consolidated statement of shareholders
equity for the year ended October 31, 2009, and the 2010 consolidated financial statements have been
restated to correct a misstatement of accrued compensated absences related to vacation and the related
deferred tax effect.

As more fully discussed in Note 11 to the consolidated financial statements, in connection with the Company’s
annual impairment evaluation of recorded goodwill and other intangible assets, the Company recorded a
noncash charge of approximately $8.7 million ($5.4 million, net of deferred tax benefit) for impairment of the
value of the goodwill and other intangible assets, which resulted from the 2007 acquisition of the Company’s

newspaper segment.
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CONSOLIDATED BALANCE SHEETS

Champion Industries, Inc. and Subsidiaries

October 31,
2011 2010
{Restated)
Assets
Current assets:
Accounts receivable, net of allewance of
$933,000 and $1,297,000 18,779,592 $ 18,133,748
Inventories 8,897,726 9,690,333
Income tax refund 9,293 36,293
Other current assets 572,102 652,178
Deferred income tax assets 864,108 1,363,195
Total current assets 29,122,821 29,875,747
Property and equipment, at cost:
Land 1,881,839 2,016,148
Buildings and improvements 11,876,675 11,843,376
Machinery and equipment 55,148,156 55,025,237
Furniture and fixtures 4,248,530 4,171,194
Vehicles 3,206,318 3,266,898
76,361,518 76,322,853
Less accumulated depreciation (56,605,876) (53,949,280)
19,755,642 22,373,573
Goodwill 12,968,255 15,332,283
Deferred financing costs 830,323 1,267,174
Other intangibles, net of accumulated amortization 4,778,052 5,195,361
Trademark and masthead 3,648,972 10,001,812
Deferred tax asset, net of current portion 10,894,159 8,370,151
Other assets 26,058 36,561
33,145,819 40,203,342
Total assets 82,024,282 $ 92,452,662

See notes to consolidated financial statements.



CONSOLIDATED STATEMENTS OF OPERATIONS

Champion Industries, Inc. and Subsidiaries
Year Ended October 31,

2011 2010 2009
Revenues:
Printing $ 79,091,755 $ 80,970,584 $ 88,989,794
Office products and office furniture 34,545,733 33,437,588 35,874,431
Newspaper 14,883,251 15,525,399 16,393,896
Total revenues 128,520,739 129,933,571 141,258,121
Cost of sales & newspaper operating costs:
Printing 58,601,000 59,350,853 66,856,098
Office products and office furniture 24,521,153 23,632,686 24,859,285
Newspaper cost of sales & operating costs 8,589,851 8,327,100 8,714,941
Total cost of sales & newspaper
operating costs 91,712,004 91,310,639 100,430,324
Gross profit 36,808,735 38,622,932 40,827,797
Selling, general and administrative expenses 31,228,524 31,608,843 37,126,228
Asset impairments/restructuring costs 9,369,018 1,640,795 41,333,653
Hurricane and relocation costs,
net of recoveries - — (38.673)
(Loss) income from operations (3.788,807) 5,373,294 (37,593,411)
Other income (expense):
Interest income - — 2,771
Interest expense - related party (65,316) (82,334) -
Interest expense (3,823,465) (5,332,116} (5.184,668)
Gain on early extinguishment of debt
from a related early party 1,337,846 — —
Other 99,001 1,013,041 (475,488)
(2,451,934) (4,401,409) (5.657,385)
{Loss) income before income taxes (6,240,741) 971,885 (43,250,796)
Income tax benefit (expense) 2,264,698 {483,751) 15,730,172
Net (loss) income $ (3,976,043) $ 488,134 $ (27,520.624)
{Loss) eamnings loss per share:
Basic $ (0.38) $ 0.05 $ (2.76)
Diluted (0.38) 0.05 (2.76)
Dividends paid per share $ - $ = $ 0.06
Weighted average shares outstanding:
Basic 10,362,000 9,988,000 9,988,000
Diluted 10,362,000 9,988,000 9,988,000

See notes to consolidated financial statements.
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CONSOLDATED STATEMENTS OF CASH FLOWS

Champion Industries, Inc. and Subsidiaries Year Ended October 31,
2011 2010 2009

Cash flows from operating activities:
Net (loss) income $ (3,976,043) $ 488,134 $ (27,520,624)
Adjustments to reconcile net {loss) income
to cash previded by operating activities:

Depreciation and amortization 4,086,377 4,300,662 5,244,938
(Gain)/loss on sale of assets (35,486) 15,490 - (55,719)
(Gain) en early extinguishments of debt
from a related party {1,337,846) — —
Deferred income taxes {2,024,921) 14,169 {13,957,990)
Deferred financing costs 436,855 372,610 309,471
Bad debt expense 269,612 370,333 876,145
Intangible impairment 8,716,868 — 41,127,483
Asset impairment 109,255 — 206,170
Restructuring charges 571,746 1,812,325 —
{Gain)/loss on hedging agreements - (691,368) 577,736
Changes in assets and liabilities:
Accounts receivable (915,456) {79,771) 4,588,233
Deferred revenue 17,199 47,181 (63,499)
Inventories 792,607 1,471,644 852,141
Other current assets 80,076 272,942 (92,053)
Accounts payable 1,078,579 {1,295,890) (207,527)
Accrued payroll and commissions {377,340) {(277,049) (333,940)
Taxes accrued and withheld 70,173 (265,992) 404,333
Accrued income taxes 27,000 1,875,107 (1,200,304)
Accrued expenses {567,031) (461,118) 544,710
Other liabilities {(1,800) (1,800) (1,800)
Net cash provided by operating activities 7,020,424 7,967,609 11,297,904
Cash flows from investing activities:
Purchase of property and eguipment {866,402) {(396,157) (1,993,029)
Proceeds from sale of fixed assets 320,083 32,256 160,324
Change in other assets 5,147 7,753 5,168
Cash surrender value proceeds - — 874,397
Net cash used in investing activities (541,172) (356,148) {953,140)
Cash flows from financing activities:
Borrowings on line of credit 33,540,000 52,260,000 600,000
Payments on line of credit (34,240,000) (50,560,000) (1,000,000)
Increase (decrease) in negative book cash balances 140,218 1,013,713 (986,704)
Principal payments on long-term debt (5,919,470) (11,043,871) (7.199,497)
Deferred financing costs - (440,585) —
Dividends paid - — (599,281)
Net cash used in financing activities {6,479,252) (8,770,743) (9,185,482)
Net (decrease) increase in cash and
cash equivalents —_ (1,159,282) 1,159,282
Cash and cash equivalents at beginning of year — 1,159,282 -
Cash and cash equivalents at end of year $ —_ $ — $ 1,159,282

See notes to consolidated financial statements.
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During 2011, 2010 and 2009, $270,000, $370,000, and $876,000 of bad debt expense was incurred and the allowance for doubtful
accounts was $933,000, $1,297,000, and $1,353,000 as of October 31, 2011, 2010 and 2009. The actual write-offs for the periods were
$633,000, $426,000, and $1,375,000 during 2011, 2010 and 2009. The actual write-offs occur when it is determined an account will not he
collected. General economic conditions and specific geographic and customer concerns are major factors that may affact the adequacy of the
allowance and may result in a change in the annual bad debt expense.

No individual customer represented greater than 4.0% of the gross outstanding accounts receivable at October 31, 2011 and 2010, The
Company's ten largest accounts receivable balances represented 19.0% and 17.4% of gross outstanding accounts receivable at October 31,

2011 and 2010.
INVENTORIES

Inventories are principally stated at the lower of first-in, first-out, cost or market. Manufactured finished goods and work-in-process
inventories include material, direct labor and overhead based on standard costs, which approximate actual costs.

INVENTORY RESERVES

Reserves for slow moving and chsolete inventories are provided based on historical experience, inventory aging historical review and
management judgment. The Company continuously evaluates the adequacy of these reserves and makes adjustments to these reserves as

required.
PROPERTY AND EQUIPMENT

Depreciation of property and equipment and amortization of leasehold improvements and equipment under capital leases are recognized
primarily on the straight-line and declining-balance methods in amounts adequate to amortize costs over the estimated useful lives of

the assets as follows:

Buildings and improvements 5 - 40 years
Machinery and equipment 3 - 10 years
Furniture and fixtures 5 - 10 years
Vehicles 3 - 5 years

Major renewals, betterments and replacements are capitalized while maintenance and repair costs are charged to operations as
incurred. Upon the sale or disposition of assets, the cost and related accumulated depreciation are removed from the accounts with the
resulting gains or losses reflected in income. Depreciation expense approximated $3,664,000, $3,844,000, and $4,199,000 for the years
ended October 31, 2011, 2010 and 2009 and s reflected as a component of cost of sales and newspaper operating costs and selling,
general and administrative expenses.

Long-lived property and equipment are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of the asset may not be recoverable. This evaluation includes the review of operating performance and estimated future
undiscounted cash flows of the underlying assets or businesses.

GOODWILL

Goodwill shall not be amortized; instead it is tested for impairment using a tair-vatue approach on an annual basis typically for the
Company during the fourth quarter of each year. Goodwill is also tested between annual tests if indicators of potential impairment exist.

Goodwill shall not be amortized; instead, it shall be tested for impairment at a level of reporting referred tc as a reporting unit.
The first step of impairment analysis is a screen for potential impairment and the second step, if required, measures the amount of the
impairment, The Company performs an annual impairment test annually. The Company recorded various charges associated with Goodwill
and other assets in 2011 and 2009 as further disclosed in Note 11 to the Consolidated Financial Statements.
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ACCOUNTING FOR STOCK-BASED COMPENSATION

Before the adoption of the current applicable accounting standards, the Company had elected to foilow the intrinsic value method in
accounting for its employee stock options. Accordingly, because the exercise price of the Company’s employee stock options equals the
market price of the underlying stock on the date of grant, no compensation expense was recognized. There were no stock option grants
in 2011, 2010 or 2009. Any future stock-based compensation will be measured at the grant date based on the fair vatue of the award and
it would be recognized as an expense over the applicable vesting periods of the stock award using the straight line method.

FAIR VALUE MEASUREMENTS

The Company measures and records in the accompanying Consolidated Financial Statements certain liabilities at fair value on a
recurring basis. There is a fair value hierarchy for those instruments measured at fair value that distinguishes between assumptions based
on market data {observable inputs) and our own assumptions (unobservable inputs). The hierarchy consists of three levels:

Level 1 - Quoted market prices in active markets for identical assets or liabilities
Level 2 - Inputs other than Level 1 inputs that are either directly or indirectly observable; and

Level 3 - Unobservable inputs developed using estimates and assumptions developed by the Company, which reflect those that a
market participant would use.

Our interest bearing debt is primarily composed of a revalving line of credit and term loan facility with a syndicate of banks. The
carrying amount of these facilities and their fair vatue are discussed further in Note 3.

Cash and cash equivalents consist principally of cash on deposit with banks, all highly liguid investments with an original maturity of
three months or less. The Company’s cash deposits in excess of federally insured amounts are primarily maintained at a large well-known

financial institution.

The carrying amounts of the Company's accounts receivable, accounts payable, accrued payrolls and commissions, taxes accrued and
withheld and accrued expenses approximates fair value due to their short-term nature.

Goodwill and other intangible assets are measured on a non-recurring basis using Level 3 inputs, as further discussed in Note 11.

NEWLY ISSUED ACCOUNTING STANDARDS

Tnh 2011, the FASB issued Accounting Standards Update (“ASU”) 2011-08, Testing Goodwill for Impairment, which provides new guidance
on testing goodwill for impairment. This new guidance gives the Company, subject to certain conditions, the option of first performing a
qualitative assessment to determine whether the existence of events or circumstances leads to a determination that it is more likely than
not that the fair value of the reporting unit is less than its carrying amount. The Company adopted this guidance in 2011, as permitted.
Adoption did not have a material impact on our Consclidated Financial Statements.

Comprehensive income. In June and December 2011, the FASB issued guidance on the presentation of comprehensive income.
This guidance eliminates the option to present the components of other comprehensive income as part of the statement of changes
in stockholders’ equity, which is our current presentation, and also requires presentation of reclassification adjustments from other
comprehensive income to net income on the face of the financial statements. This guidance is effective for fiscal years and interim
periods beginning after December 15, 2011, with the exception of the requirement to present reclassification adjustments from other
comprehensive income to net income on the face of the financial statements, which has been deferred pending further deliberation by
the FASB, and is not expected to have a material effect on our financial condition of results of operations, though it will change our

financial statement presentation.

RECLASSIFICATION

Certain prior-year amounts have been reclassified to conform to the cumrent year Financial Statement Presentation.
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Maturities of long-term debt and revolving line of credit for each of the next five years follow:

2012 $ 48,354,507
2013 360,982
2014 70,015
2015 —
2016 -

$ 48,785,504

The secured and unsecured credit facilities contain restrictive financial covenants requiring the Company to maintain certain financial
ratios. The Company was unable to remain in compliance with certain financial covenants arising under substantially all of its long-
term note agreements. The creditors have not waived the financial covenant requirements. The Company received a notice of default on
December 12, 2011, which was reported pursuant to item 2.04 of Form 8-K filed December 15, 2011. This notice of default advised that
the Administrative Agent had not waived the event of default and reserves all rights and remedies thereof. These remedies include, under
the Credit Agreement, the right to accelerate and declare due and immediately payable the principal and accrued interest on all loans
outstanding under the Credit Agreement. The notice of default further stated that any extension of additional credit under the Credit
Agreement would he made by the lenders in their sole discretion without any intention to waive any event of default.

On December 28, 2011, the Administrative Agent, the Lenders, the Company, all of its subsidiaries and Marshall T. Reynolds entered
into a Limited Forbearance Agreement and Third Amendment to Credit Agreement (the “Limited Forbearance Agreement”) which provides,
among other things, that during a forbearance period commencing on December 28, 2011, and ending on April 30, 2012 (unless
terminated sooner by default of the Company under the Limited Forbearance Agreement or Credit Agreement), the Lenders are willing to
temporarily forbear exercising certain rights and remedies available to them, including acceleration of the obligations or enforcement of
any of the liens provided for in the Credit Agreement. The Company acknowledged in the Limited Forbearance Agreement that as a result of
the existing defaults, the Lenders are entitled to decline to provide further credit to the Company, to terminate their loan commitments,
to accelerate the outstanding loans, and to enforce their liens.

The Limited Forbearance Agreement provides that during the forbearance period, so long as the Company meets the conditions of the
Limited Forbearance Agreement, it may continue to request credit under the revolving credit line.

The Limited Forbearance Agreement requires the Company to:

(a) engage a chief restructuring advisor to assist in developing a written restructuring plan for the Company’s business operations;
(b) submit a restructuring plan to the Administrative Agent by February 15, 2012;

(c) provide any consultant retained by the Administrative Agent with access to the operations, records and employees of the Company;
(d) attain revised minimum EBITDA covenant targets; and

(e) provide additional financial reports to the Administrative Agent.

The Limited Forbearance Agreement provides that the credit commitment under the Credit Agreement is $15,000,000 and provides
for a $1,450,000 reserve against the Credit Agreement borrowing base. The Company had borrowed under its $15.0 million line of credit
approximately $9.7 million at October 31, 2011, which encompassed working capital requirements, refinancing of existing indebtedness
prior to The Herald-Dispatch acquisition and to partially fund the purchase of The Herald-Dispatch. Pursuant to the terms of the Limited
Forbearance Agreement, the Company’s borrowing base certificate as submitted to the Administrative Agent and adjusted in this filing
for such provisions in the Limited Forbearance Agreement reflected minimum excess availability of $5.4 million as of October 31, 2011,
The minimum excess availability is subject to a $1,450,000 reserve and may be adjusted by the Administrative Agent.

The Company had borrowed under its $17.0 million Line of credit approximately $10.4 million at October 31, 2010, which encompassed
working capital requirements, refinancing of existing indebtedness prior to The Herald-Dispatch acquisition and to partially fund the
purchase of The Herald-Dispatch. The $17.0 million line of credit was subsequently reduced to $15.0 million, pursuant to the terms of
the Limited Forbearance Agreement.

The Limited Forbearance Agreement provides that $2,000,000 of the $2,500,000 cash collateral held by the Administrative Agent
pursuant to the Contribution Agreement and Cash Collateral Security Agreement dated March 31, 2010, among the Company, Marshall
Reynolds and the Administrative Agent (the “Contribution Agreement”) shall be applied at the execution of the Limited Forbearance
Agreement to the outstanding term loans in inverse order of maturity, which shall satisfy in full (a) any fixed charge violation (as defined
in the Contribution Agreement) as of October 31, 2011, and during the forbearance period and (b) any excess cash flow payment due
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ended January 31, 2011 of $11,800,000, thereafter varying quarterly step-ups culminating in twelve months trailing EBITDA of
$14,300,000 at October 31, 2012,

» maximum capital expenditures are limited to $2,000,000 per fiscal year for the years ended October 31, 2010 and 2011 and
$2,500,000 thereafter.

¢ enhanced reporting hy the Company to Administrative Agent, including monthly reports and conference calls, quarterly reports by
the Company's independent auditors of restructuring charges and organizational expense reductions.

* application of the Company’s income tax refunds applied to reduce indebtedness under the Credit Agreement.

* restrictions on payment of dividends based on various covenant compliance thresholds.

As required by the Second Amendment, the Company, Marshall T. Reynolds and the Administrative Agent entered into a Contribution
Agreement and Cash Collateral Security Agreement dated March 31, 2010 (the “Contribution Agreement”) pursuant to which Mr. Reynolds
deposited $2,500,000 as cash collateral with the Administrative Agent, which the Administrative Agent may withdraw upon an event of
default under the Credit Agreement. The cash collateral is in an account in Mr. Reynolds name with the Administrative Agent and is not
reflected on the Company's financial statements at October 31, 2011 and 2010.

In connection with the Contribution Agreement, the Company executed and delivered to Mr. Reynolds a Subordinated Promissory Note
in an amount up to $2,500,000 (or less, based on draws by the Administrative Agent pursuant to the terms of the Contribution Agreement),
payment of principal and interest on which is prohibited prior to January 31, 2011, and thereafter only with the Administrative Agent’s
consent. The amount, if any, owed under the Subordinated Promissory Note is contingent upon a draw having been made under the
Contribution Agreement. This promissory note was unfunded at the issuance date and at Gctober 31, 2011 and 2010, and therefore there
was no outstanding subordinated debt or accrued interest related to this note, because the Administrative Agent had made no draws on
the cash collateral at the issuance date through October 31, 2011. The Subordinated Promissory Note bears interest at the Wall Street
Journal prime rate (3.25% at inception and at October 31, 2011 and 2010), matures September 14, 2014 and is unsecured. In the event of
a draw under the terms of the Contribution Agreement, the cash proceeds shall be deemed to be a subordinated koan made by Mr. Reynolds
to the Company. Pursuant to the terms of the Contribution Agreement, the triggers which may require a draw and subsequent issuance of
subordinated debt include a payment violation, a fixed charge coverage ratio violation and a delivery violation by the Company failing to
deliver a Compliance Certificate to the Administrative Agent when due under the Credit Agreement. Upon a draw on Mr. Reynolds’ cash
collateral account, he is deemed to have made a loan in like amount under the Contribution Agreement and Subordinated Promissory
Note, in amounts up to $2.5 million, the proceeds of which will be used by the Administrative Agent to repay outstanding term loans in

the inverse order of maturity.

On December 28, 2011, pursuant to the terms of the Limited Forbearance Agreement, a draw of $2.0 million was made on the cash
callateral and $2.0 million was funded in the form of the subordinated unsecured promissory note.

The Company is required to make certain mandatory payments on its credit facilities related to (1) net proceeds received from a loss
subject to applicable thresholds, (2) equity proceeds and (3) effective January 31, 2009, and continuing each year thereafter under
the terms of the agreement the Company is required to prepay its credit facilities by 75% of excess cash flow for its most recently
completed fiscal year. The excess cash flow for purposes of this calculation is defined as the difference (if any) between (a) EBITDA for
such period and (b) federal, state and local income taxes paid in cash during such period plus capital expenditures during such period
not financed with indebtedness plus interest expense paid in cash during such period plus the aggregate amount of scheduled payments
made by the Company and its Subsidiaries during such period in respect of all principal on all indebtedness (whether at maturity, as a
result of mandatory sinking fund redemption, or otherwise), plus restricted payments paid in cash by the Company during such period in
compliance with the Credit Agreement. Pursuant to the terms of the Limited Forbearance Agreement, there would he no excess cash flow
payment due based on the contractual provisions regarding the application of cash collateral. The Company paid its prepayment ohbligation
of approximately $2.0 million in January 2009 and had no balance due under its prepayment obligation for fiscal 2010 and 2011 that
would have been payable January 2011 and 2012 pursuant to the applicable calculations of the applicable credit agreements.

The prime rate was the primary interest rate on the above loans prior to September 14, 2007. After this date, the primary interest
rate consisted primarily of LIBOR 30-day, 60-day and 90-day rates plus the applicable margin (effective with the Second Amendment, the
primary interest rate was LIBOR 30-day and 60-day rates plus the applicable margin). Prime rate approximated 3.25% at October 31, 2011
and 2010, while the 30-day LIBOR rate approximated 0.24% and 0.25% at October 31, 2011 and 2010. The Company had entered into
a hedging arrangement to convert $25.0 million of variable interest rate debt to fixed interest rate debt. There was no current balance
outstanding subject to the hedge at October 31, 2011 and 2010 (see Note 13). The swap agreement terminated effective October 29, 2010,
therefore, converting from fixed interest rate debt to variable interest upon termination. Interest paid during the years ended October
31, 2011, 2010 and 2009 approximated $3,598,000, $5,256,000, and $4,345,000. The Company had accrued interest of approximately
$162,000 and $313,000 at October 31, 2011 and 2010 recorded as accrued expenses on the balance sheet, Deferred financing costs are
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A summary of the Company’s stock option activity and related information for the years ended October 31 follows:

Weighted Average
2011 Exercise Price

2010

Weighted Average
Exercise Price

Weighted Average
2009 Exercise Price

Outstanding -
beginning of year

Granted

Exercised

Forfeited or expired

P11
(I

220,000

(220,000)

$ 4.26

4.26

311,000 % 4.27

(91,000) 4.29

!
L2l
I

Outstanding - end of year

$ —

220,000 $ 4.26

Weighted average fair
value of options granted
during the year $ -

5. INCOME TAXES

.Income tax (benefit) expense consisted of the following:

Year Ended October 31,

2011 2010 2009
Current (benefit) expense:
Federal $  (434,589) $  (756,195) $ (1,601,934)
State (243,583) (333,390) (170,248)
Deferred (benefit) expenses {1,586,526) 1,571,336 (13,957,990)
$ (2,264,698) $ 483,751 $(15,730,172)
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A reconciliation of the statutory federal income tax rate to the Company’s effective income tax rate is as follows:

Year Ended October 31,

2011 2010 2009
Statutory federal income tax rate (34.0) % 340 % {34.0) %
State taxes, net of federal benefit (5.2) (22.1) (0.7)
Change in valuation allowance 0.7 7.6 0.3
Selling expenses 1.3 7.2 0.2
Cash surrender value of life insurance accretion — — 0.4
State appertionment and deferred tax adjustments {0.2) 23.3 (3.1)
Federal and state tax net operating loss adjustments 1.5 - {0.1)
Other (0.4) (0.2) 0.2
Interest rate swap —_— - 0.4
Effective tax rate (36.3) % 49.8 % (36.4) %

Income taxes (refunded) paid during the years ended October 31, 2011, 2010 and 2009 approximated $(272,000), $(1,675,000), and
$(572,000). The Company recorded an income tax refund at October 31, 2011 and 2010 of $9,000 and $36,000, Certain taxable losses for
2010 are carried back to previous years to the extent allowable by applicable tax laws.

The Company’s net operating losses are comprised of net operating losses from operations for both Federal and State as well as net
operating losses of acquired companies. The tax affected benefit of these are reflected in the Financial Statements at $2.2 million or
approximately $1.6 million net of valuation allowance. The Federal net operating losses may be carried forward 20 years and carried back
2 years whereas the State net operating losses generally cannot be carried back for the Company’s purpose but can be carried forward

15-20 years

In June 2006, the FASB issued ASC 740 , this interpretation clarifies the accounting for uncertainty in income taxes recognized in an
enterprise’s financial statements. The Company adopted the standard addressing “Accounting for Uncertainty in Income Taxes” effective
November 1, 2007 with no effect on the Company’s consolidated financial statements. As of the date of adoption, the Company had
approximately $150,000 of unrecognized tax benefits, all of which would impact the effective tax rate if recognized. The Company was
notified in December of 2011 and the examination commenced in December of 2011 by the IRS covering our fiscal year end 2010 federal
income tax return. As of October 31, 2011, the Company is subject to U.S. Federal income tax examination for returns filed after October
31, 2008. State Income Tax returns are generally subject to a period of examination for a period of three to five years, Tax interest and
penalties are classified as income taxes in the accompanying statements of income and were insignificant for all periods presented.
There was no unrecognized tax benefit at October 31, 2011 and 2010. The Company is currently unable to assess whether any significant
increase to the unrecognized tax benefit will be recorded during the next 12 months.

6. RELATED PARTY TRANSACTIONS AND OPERATING LEASE COMMITMENTS
The Company leases operating facilities from entities controlled by its Chief Executive Officer, his family and affiliates as well as
facilities controlled by a Company owned by the former sole owner of Syscan pursuant to the acguisition of Syscan (see Note 8). The

original terms of these leases, which are accounted for as operating leases, range from two to fifteen years.

A summary of significant related party transactions follows:
Year Ended October 31,

2011 2010 2009
Rent expense paid to affiliated
entities for operating facilities $ 517,000 $ 517,000 $ 367,000
Sales of office products, office furniture
and printing services to affiliated entities 951,000 913,000 861,000

In addition, the Company leases property and equipment from unrelated entities under operating leases. Rent expense amounted to
$683,000, $1,334,000, and $1,060,000 for the years ended October 31, 2011, 2010 and 2009.
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default under the Credit Agreement. This cash cotlateral is in an account in Mr. Reynolds name with the Administrative Agent and is not
reflected on the Company’s financial statements at October 31, 2011 and 2010.

In connection with the Contribution Agreement, the Company has executed and delivered to Mr. Reynolds a Subordinated Promissory
Note in an amount up to $2,500,000 (or less, based on draws by the Administrative Agent pursuant to the terms of the Contribution
Agreement), payment of principal and interest on which is prohibited prior to January 31, 2011, and thereafter only with the
Administrative Agent’s consent. The amount, if any, owed under the Subordinated Promissory Note is contingent upon a draw having been
made under the Contribution Agreement. This promissory note was unfunded at the issuance date and at October 31, 2011 and 2010 and
therefore there is no outstanding subordinated debt or accrued interest related to this note, because the Administrative Agent has made
no draws on the cash collateral at the issuance date through October 31, 2011, The Subordinated Promissory Note bears interest at the
Wall Street Journal prime rate (3.25% at inception and at October 31, 2011 and 2010), matures September 14, 2014 and is unsecured.
In the event of a draw under the terms of the Contribution Agreement, the cash proceeds shall be deemed to be a subordinated loan
made by Mr. Reynolds to the Company. Pursuant to the terms of the Cantribution Agreement, the triggers which may require a draw and
subsequent issuance of subordinated debt include a payment violation, a fixed charge coverage ratio violation and a delivery violation
by the Company failing to deliver a Compliance Certificate to the Administrative Agent when due under the Credit Agreement. Upon a
draw on Mr. Reynolds’ cash collateral account, he is deemed to have made a loan in like amount under the Contribution Agreement and
Subordinated Promissory Note, in amounts up to $2.5 million, the proceeds of which will be used by the Administrative Agent to repay
outstanding term loans in the inverse order of maturity.

On December 28, 2011, pursuant to the terms of the Limited Forbearance Agreement, a draw of $2.0 million was made on the cash
collateral and $2.0 million was funded in the form of the subordinated unsecured promissory note.

Mr. Reynolds has granted the Administrative Agent a first priority security interest in the cash collateral.

The Company believes that the terms of its related party transactions are no less favorable to the Company than could be obtained
with an independent third party.

7. COMMITMENTS AND CONTINGENCIES

The Company is subject to the environmental laws and regutations of the United States and the states in which it operates concerning
emissions into the air, discharges into the waterways and the generation, handling and disposal of waste materials. The Company’s past
expenditures relating to environmental compliance have not had a material effect on the Company and are included in normal operating
expenses. These laws and regulations are constantly evolving, and it is impossible to predict accurately the effect they may have upon
the capital expenditures, earnings, and competitive position of the Company in the future. Based upon information currently available,
management believes that expenditures relating to environmental compliance will not have a material impact on the financial position

of the Company.

The Company is subject to various claims and legal actions that arise in the ordinary course of business as well as various governmental
audits and examinations. In the opinion of management, after consulting with legal counsel where applicable, the Company believes that
the ultimate resolution of these claims, audits and legal actions will not have a material effect on the Consolidated Financial Statements

of the Company.
8. ACQUISITIONS

On September 14, 2007, the Company completed, pursuant to an asset purchase agreement, the acquisition of The Herald-Dispatch
daily newspaper in Huntington, WV. The purchase price was $77.0 million and subject to a working capital payment of $837,554 plus or

minus any change in working capital from the index working capital base of $1,675,107 at the closing date of September 14, 2007. The
working capital payment totaled approximately $1.6 miltion.

Approximately six weeks of the operations of The Herald-Dispatch are included in the Company’s Statement of Operations commencing
concurrent with the acquisition in 2007.
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not to exceed the amount of $1,500,000. On December 14, 2006, the Company paid the contingent purchase price in the amount of
$1,350,725. This amount was accrued at October 31, 2006. The Company also purchased a building from an entity controlled by Syscan’s
sole shareholder for $117,000 concurrent with the Syscan acquisition. After considering the cash received, the acquisition of a building
and acquisition costs the net assets acquired totaled approximately $2,688,000. Syscan Corporation is a provider of integrated business
products, with a primary emphasis on office and data products, printing, mailing and fulfillment services, and office furniture. The
acquisition was consummated based on significant identified synergies which could be achieved due to a duplication of market territory.
The acquisition brought additional supply chain management and mailing expertise to the Company and allowed Syscan to offer a broader
array of printing services to its existing customer base.

The Williams Land Corporation had the option to put the 3000 Washington Street building occupied by Syscan to the Company for a
purchase price of $1.5 million and the Company had the option to purchase the building for $1.5 million at the conclusien of the five
year lease term ending September 1, 2009. This option could be exercised no later than 60 days prior to the end of the lease and closing
of said purchase could not exceed 45 days from the end of the lease. The Company exercised its option to purchase this building on
June 16, 2009. The Company assigned its option to purchase to a related party and leased the building back from the related party for
a period of five years with a call option to purchase the building within the new five year lease period, which commenced October 27,

2009, for $1.5 million.

All of the above transactions have been accounted for using the purchase method of accounting.

9. INDUSTRY SEGMENT INFORMATION

The Company operates principally in three industry segments organized on the basis of product lines: the production, printing and sale,
principally to commercial customers, of printed materials (including brochures, pamphlets, reports, tags, continuous and other forms);
the sale of office products and office furniture including interior design services; and publication of The Herald-Dispatch daily newspaper
in Huntington, West Virginia with a total daily and Sunday circulation of approximately 24,000 and 30,000 respectively. The Company
employs approximately 660 people, of whom approximately 10 or 2%, are covered by collective bargaining agreements, which expire

December 31, 2013.

The Company reports segment information in a manner consistent with the way that our management, including our chief operating
decision maker, the Company's Chief Executive Officer, assesses performance and makes decisions regarding allocation of resources in
accordance with the Segment Disclosures Topic of the ASC.

Our Financial Reporting systems present various data, which is used to operate and measure our operating performance. Our chief
operating decision maker utilizes various measures of a segment’s profit or loss including historical internal reporting measures and
reporting measures based on product Lines with operating income (loss) as the key profitability measure within the segment. Product
line reporting is the basis for the organization of our segments and is the most consistent measure used by the chief operating decision
maker and conforms with the use of segment operating income or (loss) that is the most consistent with those used in measuring like

amounts in the Consolidated Financial Statements.

The identifiable assets are reflective of non-GAAP assets reported on the Company’s internal balance sheets and are typically adjusted
for negative book cash balances, taxes and other items excluded for segment reporting. The total assets reported on the Company's
balance sheets as of October 31, 2011, 2010 and 2009 are $82,024,282, $92.452,662, and $101,240,569. The identifiable assets reported

below represent $70,266,015, $82,813,827, and $90,310,975.
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A reconciliation of total segment revenue, assets and operating (loss) income to consolidated (loss) income before income taxes for

the years ended October 31, 2011, 2010 and 2009 is as follows, and relate to the printing segment:

2011 2010 2009
Revenues:
Total segment revenues $ 140,322,668 $ 145,324,012 $ 158,376,271
Elimination of intersegment revenue (11,801,929) {15,390,441) (17,118,150)
Consolidated revenue $ 128,520,739 $ 129,933,571 $ 141,258,121
Operating {loss)} income:
Total segment operating {loss) income $  (3,788,807) $ 5,373,294 $ (37,593,411)
Interest income - — 2,771
Interest expense - related party (65,316) (82,334) —
Interest expense (3,823,465) (5,332,116) (5,184,668)
Gain on early extinguishment of debt
from a related party 1,337,846 —
Other income (loss) 99,001 1,013,041 (475,488)
Consolidated (loss) income before
income taxes $  (6,240,741) $ 971,885 $ (43,250,796)
Identifiable assets:
Total segment identifiable assets $ 70,266,015 $ 82,813,827 $ 90,310,975
Elimination of intersegment assets 11,758,267 9,638,835 10,929,594
Total consolidated assets $ 82,024,282 $ 92,452,662 $ 101,240,569

10. RESTRUCTURING AND OTHER CHARGES

In fiscal 2010 and 2011, the Company recorded charges related to a restructuring and profitability enhancement plan. This plan
was implemented to effectuate certain key initiatives and was an integral component of the Second Amendment and Waiver to the
Credit Agreement (Second Amendment). These actions were taken to comply with the provisions and targeted covenants of the Second
Amendment and to address the impact of the glabal economic crisis on the Company. The Company may incur additional costs in future
periods to address the ongoing and fluid nature of the economic crisis, and may incur costs pursuant to certain initiatives being reviewed
in accordance with the provision of the Limited Forbearance Agreement. The charges incurred in 2011 also related to revisions in targeted
cash flows related to sublease rentals. The Company believes the economic environment has contributed to the inability to achieve
sublease rentals. The Company also incurred charges in 2011 related to revised estimates for aggregate facility exposure costs including
rent, taxes, insurance and maintenance related costs. The amount of future charges is currently not estimable by the Company.

The plan was implemented to address several key initiatives, including streamlining production and administrative operations and
headcount reductions. The aggregate pre-tax charge resulting from these actions was $2.4 million ($1.4 million after tax or $0.14
per share on a basic and diluted basis). The charges were comprised of $1.6 million associated with excess facility and maintenance
costs, primarily related to operating leases, inventory related costs of $200,000 and costs associated with streamlining production and
personnet related separation costs of $565,000. The costs associated with the restructuring and profitability enhancement plan are
primarily recorded in the restructuring charges line item as part of operating income. Inventory is recorded as a component of cost of

sales.
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11, ACQUIRED INTANGIBLE ASSETS AND GOODWILL

2011 2010
Gross Gross
Carrying Accumulated Carrying Accumulated
Amount Amortization Amount Amortization
Amortizable intangible assets:

Non-compete agreement $ 1,000,000 $ 1,000,000 ¢ 1,000,000 $ 880,952
Customer relationships 2,451,073 904,837 2,451,073 782,739
Advertising and subscriber base 4,989,768 1,804,660 4,989,768 1,656,997
Other 564,946 518,238 564,946 489,738
9,005,787 4,227,735 9,005,787 3,810,426

Unamortizable intangible assets:
Goodwill 13,475,533 507,278 15,839,561 507,278
Trademark and masthead 3,648,972 —_ 10,001,812 —
17,124,505 507,278 g 25,841,373 507,278
Total goodwill and other intangibles $ 26,130,292 $ 4,735,013 $ 34,847,160 $ 4,317,704

In connection with our annual impairment testing of goodwill and other intangible assets conducted in the fourth quarter of 2009,
we recorded a charge of $41.1 million ($25.5 miilion, net of deferred tax benefit) for impairment of the value of the goodwill and other
intangible assets, which resulted from the 2007 acquisition of The Herald-Dispatch daily newspaper in Huntington, WV. This charge
resulted in impairment charges of trademark and masthead of $8.5 million, subscriber base asset of $2.2 million, advertiser base asset
$6.8 million and goodwill $23.6 million. The associated deferred tax benefit of these charges approximated $15.6 million. There were no
impairment charges as a result of our annual impairment testing in 2010.

In connection with our annual impairment testing of goodwill and other intangible assets conducted in the fourth quarter of 2011,
we recorded a charge of $8.7 million ($5.4 million, net of deferred tax benefit) for impairment of the value of the goodwill and other
intangible assets, which resulted from the 2007 acquisition of The Herald-Dispatch daily newspaper in Huntington, WV. This charge
resulted in impairment charges of trademark and masthead of $6.3 million and goodwill of $2.4 million. The associated deferred tax

benefit of these charges approximated $3.3 million. There were no impairment charges as a result of our annual impairment testing in
2010.

The Company determined that it should perform impairment testing of goodwill and intangible assets during the fourth quarter of 2011
and 2009, due, in part, to declines in our stock price, increased volatility in operating results and declines in market transactions in the
industry. The valuation methodology utilized to estimate the fair value of the newspaper operating segment was based on both the market
and income approach. The implied fair values of goodwill and other intangibles for this reporting unit was less than the carrying amount
for both 2011 and 2009 based on the analysis by the Company and with assistance of third party valuation specialists, and therefore
an impairment charge was taken. The Valuation Specialist considered three approaches to value referred to as the income approach, the
market approach, and the cost approach. The income approach was based on a discounted cash flow methodology, in which expected
future free net cash flows to invested capital are discounted to present value, using an appropriate after-tax weighted average cost of
capital. The market approach using guideline company analysis weighs empirical evidence from shares of comparable companies sold in
minority transactions on stock exchanges and merger and acquisition analysis, which analyses sales of newspapers in control transactions.
The cost approach was not employed due to the fact it was not deemed relevant. The goodwill and other intangible assets will continue
to be amortized for tax purposes over its remaining life in accordance with applicable internal revenue service standards.

During 2009, the U.S. recession had a negative impact on the Company’s operations across multiple segment lines. The newspaper

operating segment reflected lower operating revenues in both advertising and circulation. In response to this difficult operating
environment the Company initiated a cost reduction plan and eliminated 24 employee positions, or approximately 15% of the workforce,

at the Champion Publishing subsidiary.
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TRADEMARK AND MASTHEAD

Office
Products and
Printing Furniture Newspaper Total

Balance as of October 31, 2009
Trademark and masthead $ — $ — $ 18,515,316 $ 18,515,316
Accumulated impairment losses = — (8,513,504) (8,513,504}
— — 10,001,812 10,001,812

Trademark and masthead acquired

Fiscal 2010 — — - —
Impairment losses Fiscal 2010 — - — —

Balance as of October 31, 2010
Trademark and masthead — — 18,515,316 18,515,316
Accumulated impairment losses - - (8,513,504) {8,513,504)
— — 10,001,812 10,001,812

Trademark and masthead acquired

Fiscal 2011 - — — -
Impairment losses Fiscal 2011 —_ — (6,352,840} (6,352,840)

Balance as of October 31, 2011
Trademark and masthead - — 18,515,316 18,515,316
Accumulated impairment losses — — (14,866,344) (14,866,344)
$ == $ = $ 3,648,972 $ 3,648,972
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12. CERTAIN SIGNIFICANT ESTIMATES

Our estimates that influence the financial statements are normally based on knowledge and experience about past and current events
and assumptions about future events. The following estimates affecting the financial statements are particularly sensitive because of their
significance and it is at least reasonably possible that a change in these estimates will occur in the near term.

GOODWILL AND INTANGIBLE ASSETS

We evaluate the recoverability of the goodwill and intangible assets of each of our reporting units, as required, by comparing the
fair value of each reporting unit with its carrying value. The fair values of our reporting units are determined using a combination of a
discounted cash flow analysis and market multiples based on historical and projected financial information. We apply our best judgment
when assessing the reasonableness of the financial projections used to determine the fair value of each reporting unit.

ALLOWANCE FOR DOUBTFUL ACCOUNTS

The Company encounters risks associated with sales and the collection of the associated accounts receivable. As such, the Company
records a monthly provision for accounts receivable that are considered to be uncollectible. In order to calculate the appropriate monthly
provision, the Company primarily utilizes a historical rate of accounts receivables written off as a percentage of total revenue. This
historical rate is applied to the current revenues on a monthly basis. The historical rate is updated periodically based on events that may
change the rate such as a significant increase or decrease in collection performance and timing of payments as well as the calculated
total exposure in relation to the allowance. Periodically, the Company compares the identified credit risks with the allowance that has
been established using historical experience and adjusts the allowance accordingly. The underlying assumptions used for the allowance
can change from period to period and could potentially cause a material impact to the income statement and working capital.

FINANCIAL INSTRUMENTS

In managing interest rate risk exposure, the Company enters into interest rate swap agreements. An interest rate swap is a contractual
exchange of interest payments between two parties. A standard interest rate swap involves the payment of a fixed rate times a notional
amount by one party in exchange for a floating rate times the same notional amount from another party. As interest rates change,
the difference to be paid or received is accrued and recognized as interest expense or income over the life of the agreement. These
instruments are not entered into for trading purposes. Counter Parties to the Company’s interest rate swap agreements are major financial
institutions, In accordance with applicable accounting guidance, the Company recognizes interest rate swap agreements on the Balance
Sheet at fair value. The Company's interest rate swap agreement expired on (ctober 29, 2010,

13. DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

The Company manages exposure to changes in market interest rates. The Company's use of derivative instruments is limited to highly
effective fixed and floating interest rate swap agreements used to manage well-defined interest rate risk exposures. The Company moniters
its positions and the credit ratings of its counterparties and does not anticipate non-performance by the counterparties. Interest rate
swap agreements are not entered into for trading purposes.

At September 28, 2007, the Company was party to an interest rate swap agreement which terminated on October 29, 2010. The
swap agreement is with a major financial institution and aggregates an initial $25 million in notional principal amount $19.8 million
of outstanding notional principal at October 29, 2010. This swap agreement effectively converted $25 million of variable interest rate
debt to fixed rate debt. The swap agreement requires the Company to make fixed interest payments based on an average effective rate
of 4.78% and receive variable interest payments from its counterparties based on one-month LIBOR (actual rate of 0.25% at October 31,
2010). In fiscal 2010 and 2009, the Company recorded a net change in the fair value of the fixed interest rate swap agreement in the
amount of $407,289 and $(19,823), net of income tax as other comprehensive income (loss). In 2009 ineffectiveness resulting in a $0.6
million loss, was charged to other expense on the Consolidated Statements of Operations. This loss resulted from the termination of LIBOR
borrowing eligibility by the Administrative Agent under the Company's Credit Agreement. In 2010, the Company recorded $0.3 million,
or $0.2 million net of tax as other income in the first quarter of 2010 prior to the Administrative Agent reinstating the LIBOR borrowing
option in the second quarter of 2010. The interest rate swap was re-designated as a cash flow hedge in the second quarter of 2010 and
upon expiration of the swap derivative on October 29, 2010 $0.7 miltion, or $0.4 million net of tax was reclassified into earnings. The
net additional interest payments made or received under this swap agreement are recognized in interest expense.
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FINANCIAL HIGHLIGHTS

Year Ended October 31,

2013, 2012 201y 20100 2009 m
{Restated)
Operating Statement Data {In thousands, except share and per share data}
Total revenues $ 72,323 $ 87150 $ 86,610 $ 87540 $ 95975
Gross profit 20,907 24,404 24,341 25,347 27138
{Less) income from operations (1,274) 305 2,110 1,728 2,248
Net inceme (loss) from continuing operations 5,631 1 D3 278 (1,126) (2,109)
Net Income {loss} from discontinued operations 83 BT (4,254) 1,614 (25,412)
Net inceme (loss) 5,714 (3R (3,978) 488 (27,521)
Earnings (loss) per share:
Basic
Continuing operations % 0.50 % (1.29) $ 003 $ 011 $ o2m
Discontinued cperations 0.01 (0.77) (0.41) 016 (2.55)
Diluted
Continuing operations $ 0.35 $ (1.29) $ 0.03 $ o % (0.21)
Discontinued operations 0.01 (0.77) (0.41) 016 (2.655)
Weighted average common shares outstanding:
Basic 11,300,000 11,300,000 10,362,000 3,988,000 5,988,000
Diluted 16,114,000 11,300,000 16,362,000 9,988,000 £,988,000
$ _

Notes (1) - (5} reflective of continuing operations and discontinued operations.

Includes impairment for gocdwill and cther intangibles in the fourth quarter of 2009 of $(41.1) million, or $(25.5) million net of tax, or $(2.55) per share on a basic and diuted basis. The
Company alse recarded a loss on an interast rate swap agreement resulting from a reclassification from other comprehensive income to ather expense, pursuant to the elimination of
a LIBOR borrowing option from the Administrative Agent of the Company's Credit Agreement resulting in the ineffectiveness of a cash flow hedge in the amount of $(578,000) net of
tax, or $(0.06) per share on a basic and diluted basis. The Company &lso Incurred a charge of $(206,000), or ${128,000) net of tax, or $(0.01) per share on a basic and diluted basis,
related to impairment charges asscciated with property, plant and equipment.

includes charges in 2070 related to a restructuring and profitability enhancernent plan of $(1.8) millicn, $01.1) million net of tax, or ${0.11} per share on a basic and diluted basis. The
Company also recorded other income in 2010 assaciated with an interest rate swap agreement, which expired in the fourth quarter of 2010, resulting primarily frem a reclassification
from other comprehensive income to cther income of $0.7 million, or $0.4 million net of tax. In the first quarter of 2010, the Company reported $0.3 million, or $0.2 million net of tax,
as other income due to the Administrative Agent of the Company's Credit Agreement eliminating the LIBOR borrowing cption resulting In ineffectiveness of a cash flow hedge.

Includes impairment for goodwill and other intangibles in the fourth quarter of 2011 of ${8.7) millicn, or $(5.4) million net of tax, or ${0.52) per share on a basic and diluted basis. The
Company alsc recorded an impairment charge associated with property, plant and equipment of $(109,000), or ${66,000) net of tax, or ${0.07) per share on a basic and diluted basis.
The Cornpany alsa incurred restructuring related charges of $(0.6) million, or $(0.3) million net of tax, or $(0.03) per share on a basic and diluted basis. Other income reflects a gain
on early extinguishment of debt to a related party in the amount of $1.3 million, or $0.8 million net of tax, or $0.08 per share on a basic and diluted basis. EPS calculations represent
full fiscal year of 2011

i

Includes impairmenit charges for goodwill in the second quarter of 2012 of $(9.5) million on a pre-tax basis. The Company also recorded a veluation allowance of $(16.0) milion on its
net deferred tax assets. In the fourth quarter of 2012, the Company incurred impairment charges on trademark anc masthead of $(1.6) million on a pre-tax basis. The Company recorded
impairment charges associated with property. plant and equipment held for sale of approximately $(0.8) million.

2 Includes impairment charges for goodwill in the first quarter of 2013 of $(2.2} million on a pre-tax basis.

2013 2012 20N 2010 - 2008
(Restated) (Restated) (Restated)
Financial Position Data (In thousands)
Cash and cash equivalents/
negative hook cash balances $ 1,429 $ 1845 $  (1154) $  (1.014) $ 1159
Working capital {deficit)® 5,702 (13,586) {31,638) 12,822 {42,907}
Total assets 27,531 47,967 82,024 92,453 101,241
Long-term debt (net of current portion)? 12,053 2,652 431 52,299 918
Shareholders’ equity (deficit) 4,337 (1.377) 20,928 23,094 22,6086

Includes $33.0 million and $80.5 million of long-term debt reclassified to current debt due to the Company’s inability to remain in compliance with various financial covenants in 2011
and 2009 and a current classification of debt and revolving line of credit in 2012 due to contractual maturity. In 2013, due to the September 2012 maturity of the revolving line of credit,
it Is classified as current and included s a component of working capital. These amecunts are inclusive of debt allocated to discontinued operations.

Includes non-current borrowings under the Company's credit facilities including the revolving line of credit {term and revelver, net of current portion); in 2011 and 2009 $33.0 million
and $60.5 million of long-term debt was reclassified w current deb, see {1) above. For 2011, due to the September 2012 maturity of the revolving line of credt, itis classified as current
and included in working capital. For 2012, due to the June 2013 maturity of the revolving line of credit and term debt, it is classified as current and included in working capital. These
amounts are inclusive of debt allocated to discontinued operations.

SPECIAL NOTES REGARDING FORWARD-LOOKING STATEMENTS

Certain statements contained in this Annual Repart or in documents incorporated herein by raference, including without limitation starements including the word "believes,” “anticipates,” “intends,” “expects” or words of similar
impont, constitute “forward-laoking statements* within the meaning of section Z1E of the Securities Exchange Act of 1934, as amended (the “Exchange Act™). Such forward-looking statements involve known and unknawn risks,
uncertzinties and other factors that may cause the actual results, performance or achievements of the Company to ba materially different from any future results, perfoermance or achievements of the Company axpressed of implied
by such forward-looking statements. Such factors include, among athers, general economic and business conditions, changes in business strategy or development plans and cther factors referenced in this Annual Report, including
without limitations under the captions “Management's Discussion and Analysis of Financial Condition and Results of Operationz” and "Business.” Given these uncertainties, prospective investors are cautioned not 1o place undue
reliance on sush forward-looking staterments. The Company disclaims any obligation to update any such factors or to publicly announce the results of any revisions to an;’ of the forward-looking statements contained heréin to
reflect future events or developrents.
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We themed this report Looking Forward.
We believe what lies ahead presents
opportunities for a stronger Champion.
We have taken an aggressive stance on

our future and are optimistic regarding
the opportunity for outstanding results.
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HAPMAN PRINTING COMPANY

bAS0-90 Fifsl Avenue | Huntington, WV 25703
904 528.2791 | 800.824.3431 | # 304.528.2746 | @ cpcprep@champion-industries.com

Mid-gizad cormmeércigl prinvar with full digatal « In-house rotary divikion for
prespress: manufactlring short- to medium-run

« Office product sales business forms, laser cut sheats and
1-to d-colal presses Lo 'to 28 in, % 40 1n. continuous snapout
Full bindery with auto saddle stitch and » O and online MICR encoding
peifect bindimg » Automated presentation folder/gluer

« Letterpress, envelope presses and fil stamping

HAPMAN PRINTING COMPANY

53 Point Marion Road | Suite A | Morgantown, WV 26508
304.284.0200 | F 304.284,0208

Printing sales headauarters with full digital Fulfllmeiit

[pre-press BZE g-commenss salltions
Office product sales Mail

Full line printing and services distribular Blgltal print

Frint managament

CHAPMAN PRINTING COMPANY

405 Ann Street | Parkersburg, WV 26101
p 304.485.8596 ! 800.458.8596 | f 3044854793 | ® cpcpkbg@champion-industries.cam

. Mid-sized commercial printer with full digital pre-press and full color separations
« Office product sales

« 5-and 6- color presses up to 28 in. x 40 1n,

= Fuli bindery

- Digital Process Color Press

asprimiing.com

2450-90 First Avenue | Huntington, WV 25703
p 304.691,5046 | 8006381018 | 1 304,681.5060 | 800.625.5076
e Ustag@champion-indusirias.com

s Stack and custom tag manufacturer
Small-gized commercial printer with full digital pre-prass
1- 1o 3-colgr presses up to 14 In. x 200n:
Letterpress up to 18'in, ¥ 22in,
Full Bindery

CHAPMAN
PRINTING
COMPANY

CHAPMAN
PRINTING
COMPANY
[~ wMorGaNTOWK |

CHAPMAN
PRINTING
COMPANY

River Cities Printing

FULL SERVICE COMMERGIAL PRINTER.

US TAG

PRINTING DIVISIONS



HAMPION GRAPHIC COMMUNICATIONS

Baton Houg

CHAMPION
GRAPHIC COMMUNICATIONS

Office products and office furniture offered through affiliated divisions A DIVRSFON 04 CHANFIGN INDUSTRIES, INC.

SMITH & BUTTERFIELD

2800 Lyrich Road | Evansville; IN A7
p B12.422.3261 [[800.321.8543 | f B12.429.0532

A DIVTSION OF GRAMPION (NDUSTRIES, HIC.

e Full line of office products and supplies
Pata products and supplies
Office furniture: A-Grade; Mid-range; Budget: Pre-owned
Desigrrservices
Printing sales

ATIONERS

hiG Fifth Avenue | Huntington, WV 25703
304528 2780 | 8008627200 | F304.528:2795 | e e-champ@champlon-industries.com

&7

Full line of affice products and suppliss
Data products and supplies

Offlce furnitura:
A-Grade: Mid-rangs; Budget; Pre-owned
Design-services

OFFICE PRODUCTS AND
OFFICE FURNITURE DIVISIONS



SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial data for each of the five years in the period ended October 31, 2013, have been derived
from the Audited Consolidated Financial Statements of the Company. The information set forth below should be read in conjunction with
the Audited Consolidated Financial Statements, related notes, and the information contained in Management’s Discussion and Analysis
of Financial Condition and Resulis of Operations appearing elsewhere herein,

Year Ended October 31,

20130 2012 @ 2011w 2010@ 2009 o
(Restated)
OPERATING STATEMENT DATA: (In thousands, except share and per share data)
Revenues:
Printing $ 42,670 $ 52,174 $ 52,064 $ 54,102 $ 60,051
Office products and office furniture 29,653 34,976 34,546 33,438 35,874
Total revenues 72,323 87,150 86,610 87,540 95,925
Cost of sales:
Printing 30,373 37,810 37,748 38,560 43,928
Office products and office furniture 21,043 24,936 24,521 23,633 24,859
Total cost of sales 51,416 62,746 62,269 62,193 68,787
Gross profit 20,907 24,404 24,341 25,347 27,138
Selling, general and administrative expenses 19,910 23,742 21,579 21,978 24,723
Restructurings/asset impairments costs 2,271 357 652 1,641 167
{Loss) income from operations (1,274) 305 2,110 1,728 2,248
Other income (expense):
Interest income - — - — 3
Interest expense - related party (82) (58) (65) — -
Interest expense {4.204) (3.112) (2,944) (4,493) (4,419)
Gain on early extinguishment of debt to
a related party — — 1,338 —
Gain on debt forgiveness 11,118 — = -
Other (expense) income (32) (13) 50 952 (513)
Income (loss) from continuing operations
before income taxes 5.526 (2.878) 489 (1,813) (2,681)
Income tax henefit (expense} 105 (11,727) (211) 687 572
Net income (loss) from
continuing operations 5,631 {14,605) 278 (1,126) (2,109)
Net income (loss) from discontinued operations 83 (8,713) (4,254) 1,614 (25,412)
Net income (loss) $ 5,714 $ (23,318) $ (3,976) $ 488 $ (27,521)
Earnings (loss) per share:
Basic
Continuing operations $ 0.50 $  (1.29) 3 0.03 $ (0.11) % (0.21)
Discontinued operations 0.01 {0.77) (0.41) 0.16 (2.55)
$ 0.51 $ (2.06) $  (0.38) $ 0.05 $  (2.76)
Diluted
Continuing operations $ 035 $  (1.29) $ 0.03 $  (0.11) $  (0.21)
Discontinued operations 0.01 (0.77} (0.41) 0.16 (2.55)
$ 0.6 $ (2.06) $§  (0.38) $ 0.5 $  (2.76)



MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

OVERVIEW

The Company is a commercial printer, business forms manufacturer and office products and office furniture supplier in regional markets
of the United States of America, east of the Mississippi River. The Company has historically grown through strategic acquisitions and
internal growth prior to the advent of the global econemic crisis. Through such growth, the Company had realized regional economies of
scale, operational efficiencies, and exposure of its core products to new markets. The Company has acquired fifteen printing companies,
eight office products and office furniture companies, one company with a combined emphasis on both printing and office products
and office furniture, a paper distribution division (which was subsequently sold in 2001) and a daily newspaper since its initial public
offering on January 28, 1993. As a result of various provisions of the Company's applicable credit agreements and as a result of the
impact of the global economic crisis, the Company has implemented a number of consolidations and asset dispositions. The Company
consolidated its Interform production facility in Bridgeville, Pennsylvania into an existing operation. The Company also consolidated its
commercial printing production operation in Cincinnati, Ohio into existing Company facilities in other locations and in December 2012
sold substantially all of the equipment to Graphics International. The Consolidated Graphic Communications (“CGC”) operating division
was sold to Safeguard Solutions (“Safeguard”) in July 2012 and Donihe Graphics, Inc. sold substantially all of its property, plant, and
equipment in December 2012 to Graphics International. In June 2013 the Company sold substantially all of the assets of Blue Ridge
Printing to BRP Company, Inc. In July 2013 the Company sold substantially all of the assets of the Herald-Dispatch newspaper to HD
Media Company, LLC. In the third quarter of 2013 the Company closed its Lexington, Kentucky Chapman Printing Company division but
continues to serve this market out of the Chapman Printing Huntington operation.

The Company’s operations comprising its former Consolidated Graphic Communications division, Donihe Graphics division, Blue Ridge
Printing division and the Herald-Dispatch Newspaper segment were classified as discontinued operations in the consolidated statements
of operations for all periods presented. (see Note 12).

The Company's net revenues consist primarily of sales of commercial printing, business forms, tags, other printed products, document
output solutions including rendering, inserting and mailing, office supplies, office furniture, and data products and office design services.
The Company recoghizes revenues when products are shipped or ownership is transferred and when services are rendered to the customer.
The Company's revenues are subject to seasonal fluctuations caused by variations in demand for its products.

The Company's cost of sales primarily consists of raw materials, including paper, ink, pre-press supplies and purchased office supplies,
furniture and data products, and manufacturing costs including direct labor, indirect labor and overhead. Significant factors affecting the
Company'’s cost of sales include the costs of paper in printing, office supplies, costs of [abor and other raw materials,

The Company’s operating costs consist of selling, general and administrative expenses. These costs include salaries, commissions and
wages for sales, customer service, accounting, administrative and executive personnel, rent, utilities, legal, audit, information systems

equipment costs, software maintenance and depreciation.
CRITICAL ACCOUNTING POLICIES INVOLVING SIGNIFICANT ESTIMATES

The Company's significant accounting policies are described in Note 1 to the Consolidated Financial Statements. The discussion and
analysfs of the financial statements and results of operations are based upon the Company's consolidated financial statements, which
have been prepared in accordance with accounting principles generally accepted in the United States. The preparation of these financial
statements requires management to make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and
expenses and related disclosure of contingent assets and liabilities. The following critical accounting policies affect the Company’s more
significant judgments and estimates used in the preparation of the Consolidated Financial Statements. There can be no assurance that
actual results will not differ from those estimates.

Restatement of Prior Year: The Company has applied SEC Staff Accounting Bulletin (SAB) No, 108, Considering the Effects of Prior Year
Misstatements when Quantifying Misstatements in Current Year Financial Statements. SAB No. 108 states that registrants must quantify
the jmpact of correcting all misstatements, including both the carryover (iron curtain method) and reversing (rollover method) effects
of prior-year misstatements on the current-year financial statements, and by evaluating the error measured under each method in light
of quantitative and qualitative factors. Under SAB No. 108, prior-year misstatements which, if corrected in the current year would be
material to the current year, must be corrected by adjusting prior year financial statements, even though such correction previously was
and continues to be immaterial to the prior-year financial statements. Correcting prior-year financial statements for such “immaterial
errors” does not require previously filed reports to be amended. Such corrections will be made the next time the Company files the prior-

year financial statements.
FINANCIALS w



estimates with the audit committee of the board of directors. Additionally, the board of directors has reviewed this disclosure and its
relation to this MD&A.

The Company has other reporting units with goodwill in the printing and office products and office furniture segment. The Company
evaluated these reporting units during the fourth quarter of 2013, 2012 and 2011, and while the estimated fair value of these reporting
units has generally declined, the estimated fair value of each of our other reporting units exceeded their carrying values in 2012 and
2011. The Company performed interim impairment testing for goodwill at the printing segment as further discussed herein. In the fourth
quarter of 2013 the Company performed a qualitative assessment of the remaining indefinite-lived intangible assets of goodwill associated
with the office products and office furniture segment and after assessing in totality various qualitative factors it was determined that
it is not more likely than not that the applicable indefinite-lived intangible (geodwill) is impaired. As a result, no additional testing or
impairment charges were necessary.

During the first quarter of 2013 as part of a process of addressing the Company's debt status with its Previous Secured Lenders as well
as first quarter 2013 performance to budget, the Company performed a comprehensive reassessment of its initial fiscal year 2013 budget.
The Company as part of this process identified at least one customer in the printing segment from which it anticipated a substantial
revenue decline in the second quarter of 2013 and beyond and associated profitability declines in 2013 and beyond. As a result of this
process, it was determined that an impairment test between annual impairment tests was warranted for the printing segment as a result
of the potential near term challenges facing the Company, anticipated customer specific revenue decreases and softness in the Company's
core West Virginia market. The Company performed Step 1 of the Goodwill impairment test for the printing segment with the assistance
of a third party valuation specialist using the income approach and the testing indicated a value less than the carrying value of the
segment at January 31, 2013.

As a result of the Step 1 test, the Company determined it was required to proceed to Step 2 of goodwill impairment testing for the
printing segment in the first quarter of 2013. The Step 2 test results were completed in the second quarter of 2013 with the assistance of
a third party valuation specialist and supported the conclusion to record an impairment charge in the first quarter of 2013 of $2.2 million.
Subsequent reversal of a previously recognized goodwill impairment loss is prohibited once the measurement of that loss is recognized,
in accordance with applicable standards.

During the second quarter of 2012 as part of a restructuring plan submitted to the Company’s secured lenders the Lompany authonzed
its investment bankers to initiate an open market transaction process to determine potential alternative transactions in relation to certain
asset sales and the sale of a business segment. As a result of this process, it was determined that an impairment test between annual
impairment tests was warranted as a result of this transaction analysis. This resulted in the Company's assessment that the carrying value
af the former newspaper segment exceeded the fair value of this segment. The basis of the fair value was a mid-peint of value attained
as a result of the open market process assessment based on a non- binding letter of intent attained in this process. This resulted in an
impairment charge in the second quarter of 2012 of the remaining goodwill of the former newspaper segment of approximately $9.5
million on a pre-tax, non-cash basis. As a result of the interim impairment indicators the Company also assessed the recoverability of
aroperty, plant and equipment and amortizing intangibles under the provisions of ASC 360 and defermined that there were no charges
required as a result of this assessment. The Company also assessed the non-amortizing intangibles of trademark and masthead and with
assistance from a third party valuation specialist the Company concluded that through the utilization of an income approach based on
the relief from royalty income valuation methodology there was no impairment of this asset at April 30, 2012.

In connection with our annual impairment testing of goodwill and other non-amortizing intangible assets conducted in the fourth
quarter of 2012, we recorded a charge of $1.6 million on a pre-tax, non-cash basis for impairment of the value of the trademark and
masthead which resulted from the 2007 acquisition of the Herald-Dispatch daily newspaper in Huntington, WV. The Company assessed
the value of the trademark and masthead with assistance from a third party valuation specialist utilizing an income approach based on
the relief from royalty income valuation methodology.

In connection with our annual impairment testing of goodwill and other intangible assets conducted in the fourth quarter of 2011,
we recorded a charge of $8.7 million ($5.4 million, net of deferred tax benefit) for impairment of the value of the goodwill and other
ntangible assets, which resulted from the 2007 acquisition of The Herald-Dispatch daily newspaper in Huntington, WV. This charge
fesulted in impairment charges of trademark and masthead of $6.3 million and goodwill of $2.4 million. The associated deferred tax

henefit of these charges approximated $3.3 million.

The valuation methodology utilized to estimate the fair value of the former newspaper operating segment was analyzed by the Company
with assistance from an independent third party valuation specialist in 2011 utilizing both the market and income approach. The valuation
specialist considered three approaches to value referred to as the income approach, the market approach, and the cost approach. The
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RESULTS OF OPERATIONS

The following table sets forth for the periods indicated information derived from the Company's Consolidated Statements of Operations,

including certain information presented as a percentage of total revenues.

Year Ended October 31,
($ In thousands)

2013 2012 2011
{Restated)
Revenues:
Printing $ 42,670 59.0 %, $ 52,174 59.9 % $ 52,064 60.1 %
Office products and office furniture 29,653 41.0 34,976 40.1 34,546 39.9
Total revenues 72,323 100.0 87,150  100.0 86,610  100.0
Cost of sales:
Printing 30,373 42.0 37,810 43.3 37,748 £3.6
Office products and office furniture 21,043 29.1 24,936 28.6 24,521 28.3
Total cost of sales 51,416 71.1 62,746 71.9 62,269 71.9
Gross profit 20,907 28.9 24,404 28.1 24,341 28.1
Selling, general and
administrative expenses 19,910 27.5 23,742 27.2 21,579 24.9
Restructuring / asset impairment costs 2,271 3.1 357 0.5 652 0.8
(Loss) income from operations (1.274) (1.7) 305 0.4 2,110 2.4
Other income (expense):
Interest expense - related party (82) (0.1) (58) (0.0) (65) {0.1)
Interest expense (4,204) (5.8) (3,112) (3.6) (2.944) (3.4)
Gain on early extinguishment of debt from
a related party - —_ - = 1,338 1.5
Gain on debt forgiveness 11,118 15.4 — — - —
Other (loss) income {32) (0.0) (13) (0.0) 50 0.1
Income (loss) from continuing
operations before income taxes 5,526 7.8 (2.878) (3.2 489 0.5
Income tax benefit (expense) 105 0.1 (11,727)  (13.6) (211} (0.2)
Net income (loss) from _
continuing operations 5,631 7.9 (14,605) (16.8) 278 0.3
Net income (loss) from discontinued
operations 83 0.1 (8,713) (10.0) (4.254) (4.9)
Net income {loss) $§ 5714 8.0 % $ (23,318) (26.8) % $ (3,976) (4.8)%



West Virginia market. The Company performed Step 1 of the Goodwill impairment test for the printing segment with the assistance of a
third party valuation specialist using the income approach and the testing indicated a value less than the carrying value of the segment

at January 31, 2013.

As a result of the Step 1 test, the Company determined it was required to proceed to Step 2 of goodwill impairment testing for the
printing segment in the first quarter of 2013. The Step 2 test results were completed in the second quarter of 2013 with the assistance of
a third party valuation specialist and supported the concfusion to record an impairment charge in the first quarter of 2013 of $2.2 million.
Subsequent reversal of a previously recognized goodwill impairment loss is prohibited once the measurement of that loss is recognized,
in accordance with applicable standards.

The valuation methodology utilized in 2012 to estimate the fair value of the printing, and office products and office furniture operating
segment was analyzed by the Company with assistance in part from a valuation specialist utilizing both the market and inceme approach.
The income approach was based off a discounted cash flow methodology, in which expected future free net cash flows to invested capital
are discounted to present value, using an appropriate after-tax weighted average cost of capital. The market approach using a guideline
company analysis weighs empirical evidence from shares of comparable companies sold in minority transactions on stock exchanges and
merger and acquisition analysis, which analyses sales of companies control transactions. The fair value exceeded the carrying value for
both the printing and office products and office furniture segment in 2012. Therefore, there were no impairment indicators identified by
the Company to proceed to step two of the impairment test for 2012.

The Company also incurred asset impairment charges in 2012 in the printing segment from property, plant and equipment. The 2012
charges are associated with certain long-lived assets held for sale at the Merten Company in Cincinnati, Ohio. The Company recarded an
impairment charge in 2012 of $309,000 associated with this equipment. The Company incurred in 2012, $48,000 of severance and other
employee related costs at the Merten Company and in 2013 occupancy and equipment related costs of approximately $44,000 associated

with Merten.
SEGMENT OPERATING {LOSS) INCOME

The printing segment reported an operating loss of $(2.2) millien for 2013 and $(1.6) million in 2012. The increase in operating
loss was primarily attributable to $2.2 million in pre-tax goodwill impairment charges, partially offset by lower SG&A expenses which
were primarily reflective of reduced professional fees resulting in part from provisions related to the Forbearance Agreement, Limited
Forbearance Agreement, September Forbearance Agreement, and Restated Credit Agreement (as defined in Note 3) being incurred in
2012. Professional fees decreased approximately $0.8 million in 2013 when compared to 2012. In addition, bad debt expense decreased
approximately $0.5 million from 2012 levels primarily associated with specific accounts within one operating division that were incurred

in 2012.

The office products and office furniture segment reported operating profits of $1.0 million, in 2013, compared to $1.9 million, in 2012.
This represented a decrease in profitability of $1.0 million or 50.2%. This decrease is primarily the result of lower gross profit contribution
on reduced sales partially offset by lower selling, general, and administrative expenses. The sales reductions were primarily associated
with furniture sales followed by office products related sales.

OTHER INCOME (EXPENSE)

Other income (expense) increased approximately $10.0 million from an expense of $(3.2) million in 2012 to income of $6.8 million
in 2013 primarily due to a pre-tax gain on debt forgiveness in the fourth quarter of 2013 resulting from the terms of the October 2013

Credit Agreement.

Interest expense increased approximately $1.1 million primarily due to higher interest rates including accrued deferred fee (interest)
on Term Loan B and the amortization of debt discount, partially offset by lower average borrowings from the comparable period of the

priot year.
INCOME TAXES
The Company assesses the available positive and negative evidence to estimate if sufficient future taxable income will be generated

to use the existing deferred tax assets. A significant piece of objective negative evidence was the cumulative loss incurred aver the four-
year period ended October 31, 2013 and over an eight-year period ended October 31, 2013. However, when these losses are adjusted for
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DISCONTINUED OPERATIONS

The net income from discontinued operations was $0.1 million for the year ended October 31, 2013. The Company reported a net
loss from discontinued operations for the year ended October 31, 2012 of approximately $(8.7) million. The loss in 2012 was primarily
reflective of impairment charges recorded at the newspaper segment partially offset by a $1.6 million pre-tax gain on the sale of CGC to
Safeguard. The 2013 results were favorably impacted by a pre-tax gain on the sale of the newspaper segment of $0.5 millien, offset bya
pre-tax loss on sale in the printing segment of $(0.1) million.

Earnings from discontinued operations on a pre-tax basis before gain on sale of discontinued operations increased from a loss of
$(10.3) million in 2012 to a loss of $(0.3) million in 2013. This resulted primarily from no impairment charges being recorded at the
newspaper segment in 2013 compared to $(11.1) in impairment charges at the newspaper segment in 2012 as further discussed below.

The Company received from Safeguard $3,100,000 in cash at closing with an additional $650,000 paid in the fourth quarter of 2012
resulting from a final settlement of working capital and a hold back amount of $400,000 retained at closing resulting from Safeguard’s
verification of the accuracy of seller’s representations in the sale agreement, among other conditions. The Company does not believe there
will be any further post-closing adjustments and costs associated with the sale of CGC to Safeguard. Discontinued operations results are
reflective of results previously included as part of the printing segment and the newspaper segment.

As a result of reclassifying substantially all of the assets of Denihe as assets from discontinued operations, the Company recorded asset
impairment charges of $337,000 in 2012.

During the second quarter of 2012 as part of a restructuring plan submitted to the Company's secured lenders the Company authorized
its investment bankers to initiate an open market transaction process to determine potential alternative transactions in relation to
certain asset sales and the sale of a business segment. As a result of this process, it was determined that an impairment test between
annual impairment tests was warranted. This resulted in the Company's assessment that the carrying value of the newspaper segment
exceeded the fair value of the newspaper segment, The basis of the fair value was a mid-point of value attained as a result of the open
market process assessment based on a non- binding letter of intent attained in this process. This resulted in an impairment charge in
the second quarter of 2012 of the remaining goodwill of the newspaper segment of approximately $9.5 million on a pre-tax, non-cash
basis. As a result of the interim impairment indicators the Company also assessed the recoverability of property, plant and equipment
and amortizing intangibles under the provisions of ASC 360 and determined that there were no charges required as a result of this
assessment. The Company also assessed the non-amortizing intangibles of trademark and masthead and with assistance from a third party
valuation specialist the Company concluded that through the utilization of an income approach based on the relief from royalty valuation
methodology there was no impairment of this asset at April 30, 2012.

In connection with our annual impairment testing of goodwill and other intangible assets conducted in the fourth quarter of 2012,
we recorded a charge of $1.6 million on a pre-tax basis for impairment of the value of other intangible assets, which resulted from the
2007 acquisition of The Herald-Dispatch daily newspaper in Huntington, WV. This charge resulted in impairment charges of trademark and
masthead of $1.6 million on a pre-tax basis. The Company, with assistance from a third party valuation specialist, recorded the impairment
utilizing an income approach based on the relief from royalty valuation methodology.

YEAR ENDED OCTOBER 31, 2012 COMPARED TO YEAR ENDED OCTOBER 31, 2011

REVENUES

Consolidated net revenues were $87.2 million for the year ended October 31, 2012 compared to $86.6 million in the prior fiscal year.
This change represented an increase in revenues of approximately $0.5 million. Printing revenues increased by $0.1 million from $52.1
million in 2011 to $52.2 million in 2012. Office products and office furniture revenue increased $0.4 million or 1.2% from $34.5 million
in 2011 to $35.0 million in 2012. The increase in revenues for the office products and office furniture segment was primarily attributable

to higher sales of office fumiture.

COST OF SALES

Total cost of sales for the year ended October 31, 2012 was $62.7 million, compared to $62.3 million in the previous year. This
change represented an increase of $0.5 million, or 0.8%, in cost of sales. Printing cost of sales increased $0.1 million to $37.8 million
in 2012 compared to $37.7 million in 2011. Printing cost of sales as a percentage of printing sales approximated 72.5% as a percent of
printing sales in 2012 and 2011. Office products and office furniture cost of sales increased $0.4 million to $24.9 million in 2012 from
$24.5 million in 2011. The increase in office products and office furniture cost of sales is primarily attributable to an increase in office
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Agreement (as defined in Note 3) Professional fees increased approximately $1.9 million in 2012 when compared to 2011. In addition,
bad debt expense increased approximately $0.4 million from 2011 levels primarily associated with specific accounts within one operating

division.

The office products and office furniture segment reported operating profits of $1.9 million, in 2012, compared to $2.4 million, in
2011. This represented a decrease in profitability of $0.5 million or 20.1%. This decrease is primarily the result of higher SG&A expenses,
and relatively flat sales and gross margin. These results were partially impacted by a realignment of personnel and other expenses and
divisional responsibilities between the printing segment and office products and office furniture segment, representing an increase in
SGRA expenses of approximately $0.2 million.

OTHER INCOME (EXPENSE)

Other expense increased approximately $1.6 million from ${1.6) million in 2011 to ${3.2) million in 2012 primarily due to a pre-tax
gain on early extinguishment of debt to a related party recorded in the third quarter of 2011.

The Company exchanged a $3,000,000 Unsecured Promissory Note payable to Marshall T. Reynolds, its CEQ, together with $147,875 in
accrued interest for 1,311,615 shares of common stock in the third quarter of 2011. This transaction resulted in a pre-tax gain on early
extinguishment of debt of approximately $1.3 million, The Company believes the CEQ’s rationale for such an exchange included numerous
factors. The Company believes these factors related both to his dual role as CEQ and largest shareholder. The CEO obtained a majority
control in the stock as a result of this transaction. The CEQ did not have access to the principal or interest related to the subordinated
debt and therefore the common stock had greater economic upside potential when compared to a fixed rate of return associated with
subordinated debt. We believe the limited liquidity of the Company’s commeon stock would make it very difficult to purchase a significant
quantity of shares without substantially increasing the cost of the purchase. The CEQ has historically been an equity investor and not
a debt investor and therefare we believe the CEQ believed there was inherently potentially greater upside in equity versus subordinated
debt albeit with greater risk. Finally, we believe the CEQ believed that eliminating suboerdinated debt would improve the financial position

of the Company.

Interest expense increased approximately $0.2 million primarily due to higher interest rates and fees in 2012 when compared to 2011.

INCOME TAXES

The Company’s effective tax rate for 2012 and 2011 was an expense of (407.5%) 1n 2012 and an expense of (43.2%) in 2011. The
primary difference in tax rates between 2012 and 2011 and for 2012 between the effective tax rate and the statutory tax rate is a result
of the valuation allowance taken against our deferred tax assets in the second quarter of 2012 in the amount of $15.2 million and a
valuation allowance increase of $0.8 million in the third and fourth quarters of 2012, The effective income tax rate approximates the
combined federal and state, net of federal benefit, statutory income tax rate and may be impacted by increases or decreases in the
valuation allowance for deferred tax assets and intra-period tax allocations resulting in allocating annual income tax provision among

continuing and discontinued operations.

The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income during the periods in which
those temporary differences become deductible. The Company considers a multitude of factors in assessing the utilization of its deferred
tax assets, including the reversal of deferred tax liabilities, projected future taxable income and other assessments, which may have an
impact on financial results. The Company had determined, primarily as a result of its inabilfty to enter into an amended credit facility upon
the expiration of the Limited Forbearance Agreement on April 30, 2012, as well as the potential for a subsequent increase in interest rates
coupled with the uncertainty regarding future rate increases that the secured lenders may impose on the Company that a full valuation
allowance was necessary to measure the portion of the deferred tax asset that more likely than not will not be realized. As a result of
the Restated Credit Agreement entered into on October 19, 2012, the Company reassessed its valuation allowance and determined that
the relative short term maturity of the Restated Credit Agreement coupled with the increase in interest rates that a full valuation was
warranted at October 31, 2012. The Company currently intends to maintain a full valuation allowance on our deferred tax assets until
sufficient positive evidence related to our sources of future taxable income exists and the Company is better able to identify a longer
term solution to our current credit situation with our secured lenders, Therefore, the amount of deferred tax asset considered realizable,
could be adjusted in future periods based on a multitude of facters including but not limited to a refinancing of the Company's existing

credit agreement with our secured lenders.
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LIQUIDITY AND CAPITAL RESOURCES

The Company incurred substantial indebtedness as a result of the acquisition of The Herald-Dispatch in September of 2007. The country
entered a recession in December of 2007 and the residual effects of the recession have continued within the former newspaper and the
printing segments of the Company. The debt was structured as a cash flow credit, which typically indicates that the primary repayment
source for debt will be income from operations in lieu of a collateral based loan. The Company had continued to service its debt and has
made every scheduled payment of principal and interest, including during various periods, default interest. In addition, the Company
had paid substantial sums for fees to the secured lenders as well as to various advisors pursuant to applicable credit and credit related
agreements. The Company had paid approximately $65.6 million in principal through September 30, 2013 to the Previous Secured Lenders.
Thus, the Company had demonstrated the ability to generate cash flow and has continued to service its debt commitments under the most

difficult conditions in recent history.

In the fourth quarter of 2013 the Previous Secured Lenders sold the outstanding credit commitments representing substantially all of
the Company's debt to Big 4 Investments, LLC (“Big 47) a private company. As a result of this sale the Company simultaneously entered
into a new credit facility with Big 4 under the terms of the October 2013 Credit Agreement.

Prior to the October 2013 Credit Agreement the Company operated under the provisions of the May 2013 Forbearance Agreement
effective May 31, 2013 which expired September 30, 2013 as amended August 28, 2013. The May 2013 Forbearance Agreement required
the Company to achieve a multitude of targeted goals and covenants to remain in compliance. Many of these requirements were beyond
the control of the Company although at the date of the agreement, the Company determined there was at least a reasonable possibility
of achieving compliance through the September 30, 2013 contractual maturity date. The Company was also required, under the terms of
the May 2013 Forbearance Agreement, to comply with financial covenants, which are non-GAAP financial measures. Prior to the October
2013 Credit Agreement and primarily as a result of the credit situation with the Previous Secured Lenders there was significant uncertainty
about our ability to operate as a going concern. In recent years, the Company operated for extended periods both in default and under
forbearance agreements as it navigated its way through the continued challenges and residual effects of the glebal econemic crisis. The
Company believes that there has been a fundamental shift in the way in which financial institutions, in general, evaluate cash flow credits
and that the amount of leverage in which the financial institutions are willing to lend has decreased generally over the last several years.
In addition, two of the Company’s operating segments, specifically the printing segment and newspaper segment (now classified as a
discontinued operation), have declined both internally and on a macro basis both during the recession and post-recession. Therefore, even
though the Company has reduced its borrowings in accordance with contractually scheduled amortizations, the Previous Secured Lenders
had expressed a desire to have lower leverage associated with various earnings measures related to funded indebtedness. The end result
of these actions was the Company was impacted operationally and financially by the numerous actions required in part as a result of
the numerous Credit and Forbearance Agreements with the Previous Secured Lenders. These actions strained resources operationally and
financially including trade vendor challenges. Therefore, three primary dynamics have faced the Company: lower earnings, two operating
segments that have faced secular hurdles and what the Company believes to be a changed credit culture regarding cash flow type loans
and the residual impact of the Previous Secured Lender credit requirements on our current operations.

The Company's October 2013 Credit Agreement expires April 1, 2015. The Company intends to primarily focus its efforts operationally
after an extended period of challenges with the Previous Secured Lenders. The Company also intends to identify options regarding a longer
term financing solution for its existing debt and evaluating liquidity options that may be available.

As a result of the Company’s current credit situation and the challenges within the economic climate faced by the Company, the
Company faces substantial liquidity related challenges for fiscal 2014 and beyond. The liguidity factors we face include:

e Implementation of an operating plan to rationalize and improve our cost and operating structure.

*  Management of our receipts and disbursements to improve days sales outstanding for trade receivables and manage our days
outstanding for trade payables as well as maintain our trade credit availability.
Managing our credit relationships.
Carefully monitor capital expenditures to assure cash flow is maximized.

*  Manage our customer relationships in light of the ongoing credit challenges faced by the Company

e The potential for our interest costs and other credit related expenses to exceed our ability to generate sufficient cash to meet
other cbligations including scheduled principal amortization payments to secured lenders.

¢ The scheduled maturity of the Company’s Credit Facilities on April 1, 2015.

¢ Operating the company on a working capital basis without a revolving line of credit.
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As of October 31, 2013 the Company had contractual obligations in the form of leases and debt as follows:

Payments Due by Fiscal Year
Contractual Obligations 2014 2015 2016 2017 2018 Residuat Total

Non-cancelable
operating leases $ 695,409 $ 363,873 $ 349,849 $ 289,939 § 195,132 $ 90,087 $ 1,984,289

Term debt 902,565 9,987,716 s —= = — 10,890,281
Capital lease obligations 13,817 14,670 15,574 12,319 - — 56,380
Debt discounts — (477,387) — — — — (477,387)

Notes payable -
related party — 2,500,000 —_ = —_ — 2,500,000

$ 1,611,791 $12,388,872 ¢ 365423 $ 302,258 $ 195,132 § 90,087 $ 14,953,563

The Company believes exposure reasonably possible for current legal proceedings is not greater than $0.4 million and may be
substantially lower than this amount as of October 31, 2013, The Company expenses legal fees as incurred and therefore the Company
may incur legal fees to defend itself in the future and these fees may be material to the Company’s Consolidated Financial Statements in

a particular period.
CASH FLOWS FROM OPERATING ACTIVITIES (CONTINUING OPERATIONS)

Cash flows from operating activities for the years ended October 31, 2013, 2012 and 2011 were $6.0 million, $3.8 million, and $1.2
million. The increase in cash flows from operating activities for fiscal 2013 compared to 2012 was primarily associated with timing
changes in assets and liabilities. The increase in cash flows from operating activities for fiscal 2012 compared to 2011 was primarily

associated with timing changes in assets and liabilities.
CASH FLOWS FROM INVESTING ACTIVITIES (CONTINUING OPERATICNS)

Cash provided by (used in) investing activities were $0.5 miltion, $(0.4) million, and $(0.9) million for the years ended October 31,
2013, 2012 and 2011, Cash flows used in investing activities decreased in 2012 from 2011 due to a decrease in purchases of property
and equipment. The cash provided by investing activities in 2013 was primarily related to net proceeds from the sale of substantially all

of the property and equipment of Merten.
CASH FLOWS FROM FINANCING ACTIVIVIES (CONTINUING OPERATIONS)

Net cash flows used in financing activities for the years ended October 31, 2013, 2012 and 2011 were $(7.2) milion, $(5.6) million,
and $(5.9) million. During 2013, 2012, and 2011, the primary use of cash was for term debt payments for syndicated debt to the Previous
Secured Lenders. The remafning activity in 2013 and 2012 was associated with various fees incurred for credit related agreements and
in, 2012 for changes in negative book cash balances. In 2012, the Company also paid down syndicated term debt with proceeds of $2.5
million from issuing subordinated debt to a related party.

The Company's indebtedness also decreased due to debt forgiveness of approximately $9.9 million, which is included as a component
of operating activities inclusive of forgiveness of interest and accrued deferred fee aggregating $11.1 million (aggregate total inclusive
of interest and accrued deferred fee).

CASH FLOWS FROM DISCONTINUED OPERATIONS

The Company has reported cash flows from discontinued operations as discrete single items of operating, investing and financing
activities.

Net cash provided by operating activities of discontinued operations were $0.4 million, $4.2 million and $5.8 million in 2013, 2012,

and 2011,
FINANCIALS



In April 2013, the FASB issued ASU 2013-07, “Presentation of Financial Statements: Topic Liquidation Basis of Accounting “ (“ASU
2013-07"). ASU 2013-07 requires an entity to prepare its financial statements using the liguidation basis of accounting when liguidation
is imminent. Liquidation is considered imminent when the likelihood is remote that the organization will return from liquidation and
either: (a) a plan for liquidation is approved by the person or persons with the authority to make such a plan effective and the likelihood
is remote that the execution of the plan will be blocked by other parties; or (b) a plan for liguidation is being imposed by other forces.
ASU 2013-07 will be effective for the Company beginning on November 1, 2014. The Company expects that the adoption of ASU 2013-07
will not have a material impact on its financial statements or disclosure.

In July 2013, the FASB issued ASU 2013-11, “Income Taxes (Topic 740) - Presentation of an Unrecognized Tax Benefit When a Net
Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists” {“ASU 2013-11"). ASU 2013-11 provides that an
unrecognized tax benefit, or portion thereof, should be presented in the financial statements as a reduction to a deferred tax asset for
net operating loss carryforward, a similar tax loss, or a tax credit carryforward, except to the extent that a net operating loss carryforward,
a similar tax loss, or a tax credit carryforward is not available at the reporting date to settle any additional income taxes that would
result from disallowance of a tax position, or the tax law does not require the entity to use, and the entity does not intend to use the
deferred tax asset for such purpose then the unrecognized tax benefit should be presented as a liability. ASU 2013-11 will be effective
for fiscal years, and interim periods within those years, beginning after December 15, 2013. Early adoption and retrospective application
is permitted. The Company expects that the adoption of ASU 2013-11 will not have a material impact on its financial statements ot

disclosure.



STOCK PERFORMANCE GRAPH

The following graph compares the annual change in cumulative shareholder return on the Company's commen stock for the five year
period ended October 31, 2013 with the cumulative total return of the Russell 2000 Index, and a peer group index. This graph assumes
the reinvestment of all dividends, if any, paid on such securities and an investment of $100 on October 31, 2008. The companies in
the peer group index are: Cenveo, Inc., Consolidated Graphics, The Standard Register Company and United Stationers, Inc. There is no
assurance that the Company’s common stock performance will continue in the future with the same or similar trends as depicted in the
below graph.

Comparison of 5 Year Cumulative Total Return*
Among Champion Industries, Inc.,
The Russell 2000 Index and a Peer Group

10/08 10/08 10/10 10/11 1012 1013

—&— Ghampion Industries, Inc. = & — Russell 2000 ~=-&--- Paer Group

*5100 invested on 10/31/06 in stock or index, including reinvestment of dividends.
Fiscal year ending October 31.

Copyright® 2013 Russell Investment Group. All rights reserved.

Year Ended October 31,

2008 2009 2010 2011 2012 2013
Champion Industries, Inc.  100.00 57.04 35.10 34.79 6.89 14.10
Russell 2000 100.00 106.46 134.75 143.79 161.16 219.64
Peer Group 100.00 124.43 150.78 154.78 124.05 208.52



CONSOLIDATED BALANCE SHEETS

Champion Industries, Inc. and Subsidiaries

Assets
Current assets:
Cash and cash equivalents
Accounts receivable, net of allowance of
$973,000 and $1,013,000
Inventories
Other current assets
Current portion assets held for sale/discontinued
operations (see Note 12)

Total current assets

Property and equipment, at cost:
Land
Buildings and improvements
Machinery and equipment
Equipment under capital lease
Furniture and fixtures
Vehicles

Less accumulated depreciation

Goodwill

Deferred financing costs

Other intangibles, net of accumulated amortization
Other assets

Tatal assets

See notes to consolidated financial statements.

2013

1,428,542

9,612,826
4,884,579
423,441

493,304

16,842,692

1,254,195
4,988,229
34,334,909
72,528
3,654,353
2,526,038

46,830,252
(38,961,412)

7,868,840
1,230,485
218,824
1,308,249
61,532
2,819,090

27,530,622

October 31,

$

$

2012

1,844,797

10,229,562
5,764,803
370,103

14,894,820

33,104,085

1,254,195
5,263,187
36,983,005
72,528
3,716,457
2,827,620

50,116,992
(40,559,463)

9,557,529
3,457,322
324,692
1,447,848
75,115
5,304,977

47,966,591



CONSOLDATED STATEMENTS OF OPERATIONS

Champion Industries, Inc. and Subsidiaries

Year Ended October 31,

2013 2012 2011
(Restated)
Revenues:
Printing 42,669,468 52,174,544 52,063,138
Office products and office furniture 29,653,707 34,975,487 34,545,733
Total revenues 72,323,175 87,150,031 86,608,871
Cost of sales:
Printing 30,372,770 37,810,157 37,747,060
Office products and office furniture 21,043,755 24,935,766 24,521,153
Total cost of sales 51,416,525 62,745,923 62,268,213
Gross profit 20,906,650 24,404,108 24,340,658
Selling, general and administrative expenses 19,910,369 23,742,296 21,579,096
Asset impairments/restructuring charges 2,270,685 357,172 652,150
{Loss) income from operations (1,274,404) 304,640 2,109,412
Other income (expense):
Interest expense - related party (82,3788) (57.733) (65,316)
Interest expense {4,202,77 <) (3,111,845) {2,943,572)
Gain on early extinguishment of debt
from a related party —_ - 1,337,846
Gain on debt forgiveness 11,118,069 — —
Other (32,207) (13,118) 50,410
6,800,710 (3,182,696) (1,620,632)
Income (loss) from continuing operations
before income taxes 5,526,306 (2,878,056) 488,780
Income tax benefit {expense) 105,146 (11,727,095) (211,323)
Net income (loss) fram continuing operations 5,631,452 {14,605,151) 277,457
Net income (loss) from discontinued operations 82,942 (8,712,624) (4,253,500)
Net income (loss) 5,714,395 (23,317,775) (3,976,043}
Earnings (loss) per share:
Basic income (toss) from
continuing operations 0.50O (1.29) 0.03
Basic income (loss) from
discontinued operations 0.01 (0.77) (0.41)
Total basic earnings (loss) per common share $ 051 (2.06) (0.38}
Dituted income (loss) from
continuing operations 0.35 (1.29) 0.03
Diluted income {loss) from
discontinued cperations 0.01 (0.77) (0.41)
Total diluted eamnings (loss) per
common share 0.3& (2.06) (0.38)
Weighted average shares outstanding:
Basic 11,300,000 11,300,000 10,362,000
Diluted 16,114,000 11,300,000 10,362,000

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Champion Industries, Inc. and Subsidiaries

Year Ended October 31,
2013 2012 2011
(Restated) (Restated)

Cash flows from operating activities:

See notes to consolidated financial statements.

Net income loss) $ 5,714,394 $ (23,317,775) $ (3,976,043)
Net income (loss) from discontinued operations 82,942 (8,712,624) {4,253,500)
Net income {loss) from continuing operations 5,631,452 (14,605,151) 277,457
Adjustments to reconcile net income (loss)
to cash provided by operating activities:
Depreciation and amortization 2,169,014 2,662,702 2,835,617
Loss (gain) on sale of assets 33,569 51,506 (35,486)
(Gain) on early extinguishment of debt
from a related party — - {1,337,846)
Allowance for doubtful accounts 143,989 646,670 222,044
Gain on debt forgiveness (11.118,069) - —
Deferred financing costs/debt discount 1,645,201 571,790 436,855
Accrued deferred fee 986,641 — —
Deferred income tax — 11,758,267 (2,024,921)
Restructuring charges 43,848 48,038 571,746
Goodwill impairment 2,226,837 _ -
Asset impairment —_ 309,134 109,255
Changes in assets and liabilities:
Accounts receivable 472,747 2,259,635 (1,606,555)
Inventories 880,224 1,190,754 553,444
Other current assets (53,338) 230,995 45,071
Accounts payable 3,758,141 (540,216) 1,603,004
Accrued payroll and commissions (256,189) {138,955) {260,656)
Taxes accrued and withheld {88,311) (113,071) 517,363
Accrued income taxes - Y,293 27,000
Accrued expenses (478,818) (441,113) (715,833)
Other liabilities (1,800) (1,800) (1.800)
Net cash provided by operating activities
continuing operations 5,995,138 3,798,478 1,215,759
Net cash pravided by operating activities
discontinued operations 371,183 4,212,636 5,804,665
5,366,321 8,011,114 7,020,424



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Champion is a commercial printer, business forms manufacturer and office products and office furniture supplier in regional markets
in the United States of America, east of the Mississippi.

[ ]

The accounting and reporting policies of Champion conform to accounting principles generally accepted in the United States. The
preparation of the financial statements in conformity with Generally Accepted Accounting Principles (GAAP) require management to make
estimates and assumptions that affect the amounts reported in the financial statements and accompanying notes. Actual results could
differ from these estimates.

As of July 1, 2009, FASB (Financial Accounting Standards Board) Accounting Standards Codification became the single reference
source of authoritative non-governmental U.S. GAAP. In the succeeding footnotes references to GAAP issued by the FASB are to the FASB
Accounting Standards Codification which is denoted here forth as ASC. The following is a summary of the more significant accounting and
reporting policies which include updated references to GAAP as stated by the ASC which became effective for financial reporting purposes

as of September 15, 2009.

RESTATEMENT OF PRIOR YEARS, RECLASSIFICATIONS AND REVISIONS

The Company has apptied SEC Staff Accounting Bulletin (SAB) No. 108, Considering the Effects of Prior Year Misstatements when
Quantifying Misstatements in Current Year Financial Statements. SAB No. 108 states that registrants must quantify the impact of
correcting all misstatements, including both the carryover {iron curtain method) and reversing (rollover method} effects of prior-year
misstatements on the current-year financial statements, and by evaluating the error measured under each method in light of quantitative
and qualitative factors. Under SAB No. 108, prior-year misstatements which, if corrected in the current year would be material to the
current year, must be corrected by adjusting prior year financial statements, even though such cotrection previously was and continues
to be immaterial to the prior-year financial statements. Correcting prior-year financial statements for such “immaterial errors” does not
require previously filed reports to be amended. Such corrections will be made the next time the Company files the prior-year financial

statements.

In applying the requirements of SAB No. 108, the Company determined that the warrants issued as a resuit of the Restated Credit
Agreement were freestanding financial instruments and classified these as a component of shareholders’ equity. The warrants were
initially deemed to be non-deductible for tax purposes therefore the Company had recorded a deferred tax liability in 2012. The Company
subsequently determined that the deferred tax Liability associated with the wamant issuance should be reflected as an increased tax
rate over the term of the debt discount amortization if the warrants were not deductible for tax. Accordingly, the Company’s deferred
tax asset valuation allowance would increase as a result of the equity classification. Therefore for 2012 the Company has identified
approximately $0.4 million or $0.04 per share from continuing operations of nan-cash deferred tax adjustments, Correspondingly the
Company’s additional paid-in capital is increased $0.4 million and deferred tax liability is decreased $0.4 miltion. In 2013, the Company
determined that the warrants for tax purposes should be treated as original issue discount and be tax deductible and amortized over the
life of the Restated Credit Agreement.

During the fourth quarter of 2011, the Company determined that its historical methodology for accruing for compensated absences
related to vacation did not properly reflect a liability for vacation partially earned during the fiscal year and anticipated to be utilized by
the employee in the subsequent year. The Company determined that the balances should be corrected in the earliest period presented by
correcting any individual amounts in the financial statements. The periods impacted by this correction commence with periods earlier than
any periods presented in this annual report. Therefore, the Company will correct this by recording a cumulative effect of this amount in
the earliest period presented as a decrease in retained earnings of $328,000, an increase in accrued expenses in the amount of $547,000
and an increase in deferred tax assets of $219,000. This adjustment did not have a material impact on net income for any period presented
in this annual report. Accordingly, the consolidated financial statements for periods ended October 31, 2007, through October 31, 2010,
have been restated to reflect this adjustment. In accordance with ASC Topic 250, Accounting Changes and Error Corrections, we evaluated
the materiality of the error from a qualitative and quantitative perspective and concluded that the error was not material to any prior
period. Further, we evaluated the materiality of the error on the results of operations for the fiscal years end October 31, 2007, through
October 31, 2010, and concluded that the error was not material for the year or the trend of financial results for any period presented.

In addition, the Company has restated the Consolidated Statements of Cash Flows for 2011 to reflect $621,000 of vehicle purchases
as cash activities that were previously classified as non-cash activities.
FINANCIALS m
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

‘hampion Industries, Inc. and Subsidiaries

Buildings and improvements 5 - 40 years
Machinery and equipment 3 - 10 years
Furniture and fixtures 5 - 10 years
Vehicles 3 - 5 years

Major renewals, betterments and replacements are capitalized while maintenance and repair costs are charged to operations as
incurred. Upon the sale or disposition of assets, the cost and related accumulated depreciation are removed from the accounts with the
resulting gains or losses reflected in income, Depreciation expense and amortization of leasehold improvements and equipment under
=apital leases from continuing operations approximated $2,169,000, $2,563,000, and $2,836,000 for the years ended October 31, 2013,
2012 and 2011 and is reflected as a component of cost of sales and selling, general and administrative expenses.

Long-lived property and equipment are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of the asset may not be recoverable. This evaluation includes the review of operating performance and estimated future
andiscounted cash flows of the underlying assets or businesses.

SO0ODWILL

Goodwill shall not be amortized; instead it is tested for impairment using a fair-value approach on an annual basis typically for the
Company during the fourth quarter of each year. Goodwill is also tested between annual tests if indicators of potential impairment exist.

Goodwill shall not be amortized; instead, it shall be tested for impairment at a level of reporting referred to as a reporting unit.
The first step of impairment analysis is a screen for potential impairment and the second step, if required, measures the amount of the
impairment. The Company performs an annual impairment in the fourth quarter and in 2013 performed an interim test for goadwill at the
printing segment. The Company recorded charges associated with Goodwill in 2013 as further disclosed in Note 11 to the Consolidated
Financial Statements.

INTANGIBLE ASSETS

The intangible assets are amortized using the straight-line method over their estimated henefit period, in our case 5-20 years. The
fair values of these intangible assets are estimated based on management’s assessment as well as independent third party appraisals in

some cases.
ADVERTISING COSTS

Advertising costs are expensed as incurred. Advertising expense for the years ended October 31, 2013, 2012 and 2011 approximated
$336,000, $487,000, and $520,000.

INCOME TAXES

Provisions for income taxes currently payable and deferred income taxes are based on the liability method. Under this method, deferred
tax assets and Labilities are determined based on differences between financial reporting and tax basis of assets and liabilities and are
measured using the enacted tax rates and laws that will be in effect when the differences are expected to reverse. A valuation allowance
is established to reduce deferred tax assets if it is more tikely than not that a deferred tax asset will not be realized.

EARNINGS PER SHARE

Basic earnings per share is computed by dividing net income by the weighted average shares of common stock outstanding for the
period and excludes any dilutive effects of stock options and warrants. Diluted earnings per share is computed by dividing net income
by the weighted average shares of common stock outstanding for the period plus the shares that would be outstanding assuming the
exercise of dilutive stock options and warrants using the treasury stock method. There was no dilutive effect in fiscal 2012 and 2011.
The dilutive effect in 2013 related to the warrants was 4,814,000 shares.

SEGMENT INFORMATION

The Company designates the internal organization that is used by management for making operating decisions and assessing
pesformance as the source of the Company's reportable segments. The Company's operating segments are more fully described in Note 9.

FINANCIALS E



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries
NEWLY ISSUED ACCOUNTING STANDARDS

Effective July 1, 2009, changes to the ASC are communicated through an ASU. As of December 23, 2013, the FASB has issued ASU's
2009-01 through 2013-12. The Company reviewed each ASU and determined that they will not have a material impact on the Company's
financial position, results of operations or cash flows, other than related disclosures to the extent applicable,

NEWLY ADOPTED ACCOUNTING STANDARDS

In June 2011, the Financial Accounting Standards Board (“FASB") issued Accounting Standards Update (“ASU”) 2011-05 “Comprehensive
Income: Presentation of comprehensive income.” The amendment to ASC 220 “Comprehensive Income” requires that all non-owner
changes in stockholders’ equity be presented either in a single continuous statement of comprehensive income or in two separate but
consecutive statements. In the two-statement approach, the first statement should present total net income and its components followed
consecutively by a second statement that should present total other comprehensive income, the components of other comprehensive
income and the fotal of comprehensive income. In December 2011, the FASB issued ASU 2011-12 “Comprehensive Income: Deferral of
the Effective Date for Amendments to the Presentation of Reclassifications of Ttems Out of Accumulated Other Comprehensive Income in
Accounting Standards Update No. 2011-05.” This amendment to ASC 220 “Comprehensive Income” will defer the adoption of presentation
of reclassification items out of accumulated other comprehensive income until November 1, 2012. We adopted the new guidance
beginning November 1, 2012, and the adoption of the new guidance did not impact our financial position, results of operations or cash
flows, other than the related disclosures,

In September 2011, the FASB issued ASU 2011-08 “Intangibles-Goodwill and Other: Testing Goodwill for Impairment” which provides
an entity the option to first assess qualitative factors to determine whether it is necessary to perform the current two-step test for
goodwill impairment. If an entity believes, as a result of its qualitative assessment, that it is more-likely-than-not that the fair value of
a reporting unit is less than its carrying amount, the quantitative impairment test is required. Otherwise, no further testing is required.
The revised standard is effective for annual and interim goodwill impairment tests performed for fiscal years beginning after December
15, 2011, However, an entity can choase to early adopt even i its annual test date is before the issuance of the final standard, provided
that the entity has not yet performed its 2011 annual impairment test or issued its finandial statements. We adopted the new guidance,
and the adoption of the new guidance is not expected to impact our financial position, results of operations, comprehensive income or
cash flows, other than related disclosures.

In July 2012, the FASB issued ASU 2012-02 “Intangibles-Goodwill and Other: Testing Indefinite-Lived Intangible Assets for Impairment”
which provides an entity the option to first assess qualitative factors to determine whether the existence of events and circumstances
indicates that it is more likely than not that the indefinite-lived intangible asset is impaired. If, after assessing the totality of events and
circumstances, an entity concludes that it is not more likely than not that the indefinite-lived intangible asset is impaired, then the entity
s not required to take further action. However, if an entity concludes otherwise, then it is required to determine the fair value of the
indefinite-lived intangible asset and perform the quantitative impairment test by comparing the fair value with the carrying amount. We
adopted the new guidance, and the adoption of the new guidance is not expected to impact our financial position, results of operations,
tomprehensive income or cash flows, other than related disclosures,

RECENTLY ISSUED ACCOUNTING STANDARDS

In February 2013, the FASB issued ASU 2013-02 “Comprehensive Income: Reporting of Amounts Reclassified Out of Accumulated Other
Lomprehensive Income.” This amendment does not change the current requirements for reporting net income or other comprehensive
income in Financial Statements. These amendments require an entity to provide information about the amounts reclassified out of
iccumulated other comprehensive income by component. In addition, an entity is required to present, either on the face of the statement
where net income is presented or in the notes, significant amounts reclassified out of accumulated other comprehensive income by the
espective line items of net income but only if the amount reclassified is required under U.S. GAAP to be reclassified to net income in
s entirety in the same reporting period. For other amounts that are not required under U.S. GAAP to be reclassified in their entirety to
iet income, an entity is required to cross-reference to other disclosures required under U.S. GAAP that provide additional details about
nose amounts. We expect to adopt the new guidance beginning on November 1, 2013, and the adoption of the new guidance is not
xpected to impact our financial position, results of operations, comprehensive income or cash flows, other than the related disclosures
3 the extent applicable.

In April 2013, the FASB issued ASU 2013-07, “Presentation of Financial Statements: Topic Liquidation Basis of Accounting “ (“ASU
1013-077). ASU 2013-07 requires an entity to prepare its financial statements using the liquidation basis of accounting when liquidation
i imminent. Liquidation is considered imminent when the likelihood is remote that the organization will return from liquidation and
ither: (a) a plan for liquidation s approved by the person or persons with the authority to make such a plan effective and the likelihood

FINANCIALS B



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

“hampion Industries, Inc. and Subsidiaries
3. LONG-TERM DEBT

Long-term debt consisted of the following:

October 31,

2013

Term Note A dated October 7, 2013, due in monthly installments of
$50,000 plus interest payments equal to the prime rate of interest
plus 2% maturing April 1, 2015, collateralized by substantially all of the
assets of the Company $ 10,450,000

Installment notes payable to banks and Lessor, due in monthly installments
plus interest at rates approximating the bank’s prime rate or the prime rate
subject ta various floors maturing in various periods ranging from
November 2012-October 2015, collateralized by equipment and vehicles
(0% interest on Lessor note) (see Note 10) 440,281

Hotes payable to shareholders. The shareholder note of $2.5 million plus
all accrued interest was initially due in one balloon payment in
September 2014 pursuant to Term Note A maturity adjusted to April 2015.
Interest is equal to the prime rate. 2,500,000

lerm loan A with a syndicate of banks, due in monthly installments of
$238,000 plus interest payments equal to LIBOR plus the applicable margin
of 8% original maturity June 2013, collateralized by substantially all of the
assets of the Company.

ferm loan B with a syndicate of banks, original maturity June 30, 2013, interest
(deferred fee) at a rate of 16%, with aggregate unpaid deferred fee
itself bearing interest collateralized by substantially all of the assets of
the Company.

Bullet loan A with a syndicate of Banks, due in installments of $1.9 million on
or before December 31, 2012 and $2.1 million on or before March 31, 2013
with interest at LIBOR plus the applicable margin of 8%,
collateralized by substantially all of the assets of the Company. -

Revolving line of credit loan facility with a syndicate of banks, interest
payments based on LIBOR plus the applicable margin of 6% original maturity
in June 2013, collateralized by substantially all of the
assets of the Company.

iAccrued Deferred fee (imterest) Bullet loan B, originally due June 30, 2013 -
apital lease obligation for printing equipment at an imputed interest rate

of 6.02% per annum 56,380
Inamortized debt discount (477,387)

12,969,274
l.ess current portion revolving line of credit —
l.ess current portion long-term debt 902,565
l.ess current portion obligation under capital lease 13,817
Less debt discount —

l.ong-term debt, net of current portion and revolving line of credit and
capital lease obligation $ 12,052,892

2012

677,167
2,500,000
19,762,000
6,277,744
3,350,000

8,425,496
31,171

65,719
(1,287,527)

39,801,770
8,425,496
29,098,791

13,014
(1,287,527)

2,651,996

FINANCIALS



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

“hampion Industries, Inc. and Subsidiaries

On May 31, 2013, the Administrative Agent, the Lenders, all of its subsidiaries and Marshall T. Reynolds entered into the May 2013
forbearance Agreement which provided, among other things, that during a forbearance period commencing on May 31, 2013, and ending
in September 30, 2013 (unless terminated sooner by default of the Company under the May 2013 Forbearance Agreement), the Lenders
were willing to temporarily forbear exercising certain rights and remedies available to them, including acceleration of the ebligations or
:nforcement of any of the liens provided for in the Restated Credit Agreement. The Company acknowledged in the May 2013 Forbearance
figreement that as a result of the existing defaults, the Lenders were entitled to decline to provide further credit to the Company, to
terminate their loan commitments, to accelerate the outstanding loans, and to enforce their liens.

The May 2013 Forbearance Agreement provided that during the forbearance period, so long as the Company met the conditions of the
May 2013 Forbearance Agreement, it could continue to request credit under the revolving credit line.

The May 2013 Forbearance Agreement required the Company to:

(a) Enter into various Designated Transactions referred to as Designated Transaction No. 1 and Designated Transaction No. 2 pursuant
to applicable approvals from secured lenders regarding pricing or other actions, including letters of intent no later than June 14,
2013 setting forth the terms and conditions for Designated Transaction No. 1 that shall be satisfactory to the Required Lenders.
The Company was also required to use its reasonable best efforts to enter into a letter of intent, no later than June 7, 2013, for
Designated Transaction No. 2. There were also various targeted dates upon acceptance of applicable letters of intent for Designated
Transactions which would result in various actions to be achieved by the applicable milestone dates or if not achieved might be
considered an event of default.

{b) Acknowledge in a writing, satisfactory to the Required Lenders, that approval of the Company’s shareholders shall not be required
for Designated Transaction No. 1, whether considered separately or together with Designated Transaction No. 2.

{c) The Company was subject to a minimum EBITDA covenant commencing with the month ended June 30, 2013 based on a buildup
starting April 1, 2013 of $1,378,394 at June 30, 2013, $2,198,509 at July 31, 2013 and $2,506,722 at August 31, 2013.

(d) Continued retention of Timothy D. Boates, RAS Management Advisors, LLC as its Chief Restructuring Officer who shall continue to
be subject to the sole authority, direction and control of the Company’s Board of Directors and to report directly to the Board.

{e) Expenditure limitations as defined in CRO report and under direct control of the CRO.

(f) The requirement of a general reserve of $1,000,000 in the definition of “Borrowing Base” in the Restated Credit Agreement shall
be waived for the duration of the Forbearance Period.

{g) Removal of requirement to maintain $750,000 concentration account minimum balances.

(h) Temporary Overadvance on the borrowing base in an amount not to exceed $1,200,000 subject to the aggregate revolving credit
commitment limit of $10,000,000. Overadvance shall be repaid upen receipt of project receivables and such repayment shall
be a permanent reduction in the Temporary Overadvance. Such Overadvance shall be repaid in full upon the earliest Designated
Transaction No.1 or Designated Transaction No.2 or September 30, 2013.

{i) Excess availability of $500,000.

On August 28, 2013, the Administrative Agent, the Lenders, all of its subsidiaries and Marshall T. Reynolds entered into a First Limited
“otbearance and Waiver Agreement and Second Amendment to Amended and Restated Credit Agreement (“August 2013 Forbearance
fmendment”). This Agreement decreased the Revolving Credit Commitments from $10,000,000 in the aggregate to $8,000,000 in the
iggregate, modified certain financial covenants and provided the consent to the sale of certain assets.

The Company, various Company subsidiaries, as Guarantors, Marshall T. Reynolds, as shareholder and Big 4 Investments, LLC
[“Administrative Agent and Lender”) as Lender and Administrative Agent entered into a Third Amended and Restated Credit Agreement
fated October 7, 2013. Administrative Agent and Lender purchased the Company's outstanding syndicated debt from Fifth Third Bank and
the other Lenders (“Previous Secured Lenders”) for a price of $10.0 million. The Administrative Agent and Lender then simultaneously
«ntered into the October 2013 Credit Agreement with the Company pursuant to the provisions of Term Note A for $10.0 million and
elated Guaranty Agreement and Stock Pledge and Security Agreement all dated October 7, 2013. The indebtedness immediately prior to
the note sale reflected a balance pursuant to the Loan Purchase Agreement between Administrative Agent and Lender and the Previous
secured Lenders of approximately $19.9 million representing Term Loan A, Term Loan B and Revolving Loans plus accrued deferred fee
ind acerued interest of approximately $1.2 miltion.

The October 2013 Credit Agreement and related Term Note A, Guaranty Agreement and Stock Pledge and Security Agreement as further
lescribed herein amended various provisions of the Restated Credit Agreement dated October 19, 2012, including but not limited te:

*  October 2013 Credit Agreement maturity of April 1, 2015.
= Existing debt restructured from Term Loan A, Term Loan B, and Revoiving Credit Facility to Term Note A in the amount of

$10,000,000.
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On December 28, 2011, pursuant to the terms of the Limited Forbearance Agreement, a draw of $2.0 million was made on the cash
~ollateral and $2.0 million was funded in the form of the subordinated unsecured promissory note.

The Company received a notice of default and reservation of rights letter on May 2, 2012, which was reported pursuant to Item 2.04
of Form 8-K filed May 4, 2012.

In a Current Report on Form 8-K filed May 4, 2012, Champion Industries, Inc. (“Champion”) advised that on May 2, 2012, Fifth Third
Bank, as Administrative Agent (the “Administrative Agent”) for lenders under Champion’s Credit Agreement dated September 14, 2007,
as amended (the “Credit Agreement”) had sent Champion a Notice of Default and Reservation of Rights (“Notice of Default”), advising
that Champion’s default under provisions of the Credit Agreement requiring it to maintain certain financial ratios constituted an Event of
Default under the Credit Agreement. The default related to Sections 6.20(a) and 6.20(b) of the Credit Agreement.

The Notice of Default also advised that the Administrative Agent had not waived the Event of Default and reserved all rights and rem-
adies as a result thereof. Those remedies include, under the Credit Agreement, the right to accelerate and declare due and immediately
nayable the principal and accrued interest on all loans outstanding under the Credit Agreement.

The Notice of Default further stated that any extension of additional credit under the Credit Agreement would be made by the lenders
in their sole discretion without any intention to waive any Event of Default.

On July 31, 2012, the Administrative Agent, the Lenders, Champion, all its subsidiaries and Marshall T. Reynolds entered into a First
Amended and Restated Limited Forbearance Agreement and Fourth Amendment to Credit Agreement dated July 13, 2012 (the “Forbearance
Agreement”) which provided, among other things, that during a forbearance period commencing on July 13, 2012 and ending on August
15, 2012 {unless sooner terminated by default of Champion under the Forbearance Agreement or the Credit Agreement), the Required
Lenders were willing to temporarily forbear exercising certain rights and remedies available to them, including acceleration of the obliga-
tions or enforcement of any of the liens provided for in the Credit Agreement. Champion acknowledged in the Forbearance Agreement
that as a result of the existing defaults, the Lenders were entitled to decline to provide further credit to Champion, to terminate their
lean commitments, to accelerate the outstanding loans, and to enforce their liens.

The Forbearance Agreement provided that during the forbearance period, so long as Champion meets the conditions of the Forbearance
Agreement, it may continue to request credit under the revolving credit line.

The Forbearance Agreement required Champion to:

e continue to engage a chief restructuring advisor to assist in developing a written restructuring plan for Champion’s business
operations;

o  submit an updated proposed restructuring plan to the Administrative Agent by July 16, 2012;

e provide any consultant retained by the Administrative Agent with access to the operations, records and employees of Champion
and their advisors;

s attain revised minimum EBITDA covenant targets;

¢ provide additional financial reports to the Administrative Agent;

* make a good faith effort to effectuate certain transaction initiatives identified by the Company;

= permit Administrative Agent to retain a media transaction expert and allow access to Company personnel and advisors; and

s forbearance fee of 0.25%.

The Forbearance Agreement provided that the credit commitment under the Credit Agreement was $13,600,000 and provided for a
$1,450,000 reserve against the Credit Agreement botrowing base. The applicable margin had heen increased to 6.0% if utilizing the base
rate or 4% if utilizing the amended base rate as well as a PIK compounding Forbearance Fee of 2% of the outstanding amount of term
loans. The default rate is an additional 2% for outstanding term loans.

On August 20, 2012 the Company received a Notice of Forbearance Termination, Additional Defaults and Reservation of Rights (“Notice
of Default”) letter from the Administrative Agent for its secured lenders which was reported pursuant to Item 2.04 of Form 8-K filed
August 21, 2012, This Notice of Default resulted from the expiration of the First Amended and Restated Limited Forbearance Agreement
and Fourth Amendment to Credit Agreement (“Forbearance Agreement”) on August 15, 2012 through the effective date of the September
Forbearance Agreement. The Forbearance Agreement was the result of a previous Notice of Default as more fully described herein. The
Company references to minimum excess availability and other credit availability related to the Forbearance Agreement are not appli-
cable after July 31, 2012 through the effective date of the September Forbearance Agreement due to the expiration of the Forbearance

.I “:L"-
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o  Minimum EBITDA pursuant to a monthly build up commencing with the month ended October 31, 2012 of $600,000 increasing
to §1,100,000 for November 30, 2012, $1,600,000 at December 31, 2012, §2,600,000 at January 31, 2013, $3,350,000 at
February 28, 2013, $4,100,000 at March 31, 2013, $5,200,000 at April 30, 2013, $5,550,000 at May 31, 2013 and $5,900,000 at
June 30, 2013.

e Maximum Capital expenditures are limited to $1,000,000 for fiscal years commencing after October 31, 2012.

s Enhanced reporting by Champion to Administrative Agent.

¢ Continued retention of a Chief Restructuring Advisor and Raymond James & Associates, Inc. as well as continued retention by

Secured Lenders of their advisor.
e  $100,000 fee due at closing plus monthly Administrative Agent fees of $15,000 monthiy through June 30, 2013,

DEBT 2011:

The Company operated under the provisions of the Second Amendment and Waiver to the Credit Agreement among the Company,
Fifth Third Bank, as Lender, L/C Issuer and Administrative Agent for Lenders and other Lenders dated March 31, 2010 (the “Second
Amendment”) until its default for the quarter ended October 31, 2011, On July 18, 2011, the Company and Mr. Reynolds entered into
and consummated an Exchange Agreement pursuant to which the $3,000,000 subordinated unsecured promissory note, dated December
29, 2009 and delivered in connection with the Forbearance Agreement, together with $147,875 in accrued interest, was exchanged for
1,311,615 shares of common stock. The ratio of exchange was $2.40 of principal and accrued interest for one share of common stock. The
transaction was completed at a discount of approximately 42.5% of the face value of the subordinated unsecured promissory note and
related accrued interest. The transaction was approved by a majority of the disinterested directors in a separate board meeting chaired
by a disinterested director. The transaction resulted in a net gain on early extinguishment of debt from a related party which is reflected
in our Consolidated Statements of Operations. As a result of the Exchange Agreement, Marshall T. Reynolds beneficially ewned over 50%
of the Company’s outstanding commen stock at the time of the transaction.

The Company had barrowed under its $15.0 million line of credit approximately $9.7 million at October 31, 2011, which encompassed
working capital requirements, refinancing of existing indebtedness prior to the Herald-Dispatch acquisition and to partially fund the
purchase of the Herald-Dispatch.

OTHER DEBT PROVISIONS:

The prime rate was the primary interest rate on the above loans prior to September 14, 2007. After this date, the primary interest
rate consisted primarily of LIBOR 30-day, 60-day and 90-day rates plus the applicable margin (effective with the Second Amendment,
the primary interest rate was LIBOR 30-day and 60-day rates plus the appticable margin) (after the Restated Credit Agreement effective
date, the primary interest rate was LIBOR plus the applicable margin). Concurrent with the October 2013 Credit Agreement the prime rate
plus the applicable margin is the primary interest rate on the Company's indebtedness. Prime rate approximated 3.25% at October 31,
2013, 2012, and 2011 while the LIBOR rate approximated 0.16% at October 31, 2012 and the 30-day LIBOR rate approximated 0.24%
at October 31, 2011. The Company had accrued interest of approximately $142,000 and $129,000 at October 31, 2013 and October 31,
2012 recorded as accrued expenses on the balance sheet. Deferred financing costs and debt discount are amortized under the interest
method over the tife of the related credit facilities and are reported as part of interest expense. In 2013, 2012, and 2011, $1,645,000,
$572,000, and $437,000 of debt discount and/or deferred financing costs were included as interest expense. In addition, certain period
costs associated with these credit facilities are recorded as a component of interest including administrative agent fees and costs. The
Company is amortizing under the interest method the debt discount associated with the issuance of warrants as well as lender fees and
other costs associated with the Restated Credit Agreement and the costs and maturity prepayment premium associated with the QOctober
2013 Credit Agreement. Interest paid from total operations during the years ended October 31, 2013, 2012 and 2011 approximated

$3,069,000, $3,463,000 and $3,598,000.

The Company does not believe it is practicable to estimate the fair value of its variable interest-bearing debt and revolving credit facili-
ties related to its primary credit facilities with a syndicate of banks (prior to the effective date of the October 2013 Credit Agreement) and
at October 31, 2013 with a private investor and its subordinated debt to a related party due primarily to the fact that an active market
for the Company's debt does not exist.

The term debt not related to the Restated Credit Agreement and subordinated debt to shareholders had a carrying value of approxi-
mately $0.4 million and the Company believes the carrying value approximates fair value for this debt based on recent market conditions,

collateral support, recent borrowings and other factors.
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5. INCOME TAXES

Income tax benefit (expense) consisted of the following:

Year Ended October 31,

2013 2012 2011

Current benefit (expense):

Federal $ 1,565,286 $ 866,679 $ 2,737,509

State 434,027 131,576 419,151
Deferred {expense) benefit {1,894,167) (12,725,350) (3,367,983)
Income tax benefit (expense)

continuing operations 105,146 {11,727,095) (211,323)
Intra-period tax allocation benefit {expense)

(105,146) - 2,476,021

discontinued operations

Total income tax benefit (expense) $ —_

$ (11,727,095)

$ 2,264,698

Deferred tax assets and liabilities are as follows:

October 31,
2013 2012
Deferred tax assets:
Allowance for doubtful accounts $ 373,477 [ 466,249
Net operating loss carry forward 3,590,643 3,187,375
Accrued vacation 187,322 297,014
Cther accrued liabilities 222,316 410,822
Intangible assets 885,775 14,201,325
Gross deferred tax assets 5,259,533 18,562,785
Deferred tax liabilities:
Accounts receivable insolvency attribute (1,612,376) -
Property and equipment (1,643,717) (2,009,265)
Gross deferred tax liability (3,256,093) (2,009,265)
Net deferred tax asset
before valuation allowance 2,003,440 16,553,520
Valuation allowance:
Beginning balance 16,553,520 597,711
Change during the period {14,550,080) 15,955,809
Ending balance 2,003,440 16,553,520
Net deferred tax asset $ — $ —
The above net deferred tax asset is presented on the balance sheet as follows:
2013 2012
Deferred tax asset - current $ — $ —
Deferred tax assets - non-current —_ —
$ —_ $ o
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tax rate and the statutory tax rate is a result of the valuation allowance taken against our deferred tax assets in the second quarter of
2012 in the amount of $15.2 million and a valuation allowance increase of an incremental $0.8 million in the third and fourth quarters
of 2012. The effective income tax rate approximates the combined federal and state, net of federal benefit, statutory income tax rate
and may be impacted by increases or decreases in the valuation allowance for deferred tax assets. The Company recorded a tax benefit
from continuing operations in 2013 resulting from the application of certain provisions of ASC 740 regarding implications of intra-period
tax allocations for discontinued operations to maintain financial statement neutrality and to recognize the tax components between
continuing operations and discontinued operations on a discrete basfs.

Income taxes paid (refunded) during the years ended October 31, 2013, 2012 and 2011 approximated $0, $0, and $(272,000).

The Company’s net operating losses are comprised of net operating losses from operations for both Federal and State as well as net
operating losses of acquired companies. The tax affected benefit of these are reflected in the Financial Statements at $3.6 million or
approximately $0 net of valuation allowance. The Federal net operating losses may be carried forward 20 years and carried back 2 years
whereas the State net operating losses generally cannot be carried back for the Company’s purpose but can be carried forward 15-20
wears. There are certain federal net operating losses which are reflected on a gross basis but which are subject to IRS Code Section 382
limitations and as such a valuation allowance has historically been recorded.

The Company was notified in December of 2011 and the examination commenced in December of 2011 by the IRS covering our fiscal
vear end 2010 federal income tax return. The Company was notified on December 19, 2012 that the IRS intends to issue a no change letter
iubject to the IRS Area Directors approval. The Company received an IRS notification dated January 10, 2013 indicating that the 2010
examination was complete with no change to the reported tax. As of October 31, 2012, the Company is subject to U.S. Federal income
tax examination for returns filed after October 31, 2010. State Income Tax returns are generally subject to a period of examination for a
period of three to five years. Tax interest and penalties are classified as income taxes in the accompanying statements of income and were
Insignificant for all periods presented. There was no unrecognized tax benefit at October 31, 2013 and 2012. The Company is currently
'nable to assess whether any significant increase to the unrecognized tax benefit will be recorded during the next 12 months.

b. RELATED PARTY TRANSACTIONS AND OPERATING LEASE COMMITMENTS

The Company leases operating facilities from entities controlled by its Chief Executive Officer, his family and affiliates. The original
erms of these leases, which are accounted for as operating leases, range from two to fifteen years.

A summary of significant related party transactions follows:

Year Ended October 31,

2013 2012 2011
lent expense paid to affiliated
entities for operating facilities $ 493,000 $ 517,000 $ 517,000
iales of office products, office furniture
and printing services to affiliated entities 767,000 968,000 951,000

In addition, the Company leases property and equipment from unrelated entities under operating leases. Rent expense from continuing
perations amounted to $547,000, $470,000, and $596,000 for the years ended October 31, 2013, 2012 and 2011,

Under the terms and conditions of the above-mentioned leases, the Company is primarily responsible for all taxes, assessments,
)aintenance, repairs or replacements, utilities and insurance. The Champion Output Solutions’ lease excludes taxes and insurance during
fie initial lease term, Champion Output Solutions subleased approximately 8,500 square feet at an annual rate of approximately $38,000
f'a month to month basis through December 2011. The Company has renewal optiens for certain leases covering varying periods.

In addition, the Company purchased vehicles from an entity controlled by family members of its Chief Executive Officer in the amounts
F $313,000, $66,000, and $223,000 for the years ended October 31, 2013, 2012 and 2011.

Future minimum rental commitments for all non-cancelable operating leases including related party commitments with initial terms of
fle year or more consisted of the following at October 31, 2013:
FINANCIALS E
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{eposited $2,500,000 as cash collateral with the Administrative Agent, which the Administrative Agent may withdraw upon an event of
lefault under the Credit Agreement. This cash collateral was in an account in Mr. Reynolds name with the Administrative Agent and was
1ot reflected on the Company’s financial statements at October 31, 2011 and 2010.

In connection with the Contribution Agreement, the Company has executed and delivered to Mr. Reynolds a Subordinated Promissory
tote in an amount up to $2,500,000 (or less, based on draws by the Administrative Agent pursuant to the terms of the Contribution
\greement), payment of principal and interest on which is prohibited prior to January 31, 2011, and thereafter only with the
‘dministrative Agent’s consent. The amaunt. if any, owed under the Subordinated Promissory Note is contingent upon 2 draw having
)een made under the Contribution Agreement. The Subordinated Promissory Note bears interest at the Wall Street Journal prime rate
3.25% at inception and at October 31, 2013 and 2012), original maturity September 14, 2014 and pursuant to Term Note A maturity
idjusted to April 2015 and is unsecured. In the event of a draw under the terms of the Contribution Agreement, the cash proceeds shall
e deemed to be a subordinated loan made by Mr. Reynolds to the Company. Pursuant to the terms of the Contribution Agreement, the
riggers which may require a draw and subsequent issuance of subordinated debt include a payment violation, a fixed charge coverage
itio violation and a delivery violation by the Company failing to deliver a Compliance Certificate to the Administrative Agent when due
inder the Credit Agreement. Upon a draw on Mr. Reynolds’ cash collateral account, he is deemed to have made a loan in like amount
Inder the Contribution Agreement and Subordinated Promissory Note, in amounts up to $2.5 million, the proceeds of which will be used
'y the Administrative Agent to repay outstanding term loans in the inverse order of maturity.

On December 28, 2011, pursuant to the terms of the Limited Forbearance Agreement, a draw of $2.0 million was made on the cash
ollateral and $2.0 million was funded in the form of the subordinated unsecured promissory note. Gn September 14, 2012, in accerdance
ith the provisions of the September Forbearance Agreement a draw of $500,000 was made under the provisions of the Contribution
greement and was funded in the form of a subordinated unsecured promissory note. The draws of $2.0 million and $0.5 million were
nth used to pay term debt to a syndicate of banks. The promissory note was unfunded from inception through October 31, 2011 and
illy funded at October 31, 2012.

On June 25, 2013 the Company's wholly owned subsidiary Blue Ridge Printing Co., Inc. sold substantially all the assets of its operations
cadquartered in  Asheville, North Carolina to BRP Company, Inc. and 544 Haywood Rd, LLC pursuant to an Asset Purchase Agreement
tnong Champion, Seller and Buyers dated June 24, 2013. These entities include as investors the current division manager Bruce Fowler
id the son of director Glenn W. Wilcox. The Company’s investment advisor had conducted a nationwide marketing process for the sale
F Seller which yielded no comparable offers. The Company received $1,013,000 or $942,403 net of selling commissions and pro-rated
ixes. This transaction is subject to a net liquidity adjustment to occur no later than 45 days from closing which resulted in the Company
iying approximately $22,000 to the buyer,

On July 12, 2013 the Company’s wholly owned subsidiary Champion Publishing sold substantially all the assets of its newspaper
rerations headquartered in Huntington, West Virginia to HD Media Company, LLC pursuant to an Asset Purchase Agreement among
1ampion, Seller and Buyer dated July 12, 2013. This entity includes as an investor Mr. Douglas Reynolds, son of Chairman & CEQ Marshall

Reynolds. The Company's investment advisor had conducted a nationwide marketing process for the sale of the Herald-Dispatch, which
sulted in one other cument offer. Champion's board of directors, in consultation with its independent advisors, determined that Mr.
juglas Reynolds’ offer was the better offer both in terms of price and conditions. The Company received $10,000,000 or approximately
1,700,000 net of selling commissions and pro-rated taxes. The proceeds of this transaction were utilized to pay down term debt and
2 revolving credit line at the discretion of the Administrative Agent.

The Company issued warrants to purchase Class B Common Stock concurrent with the Restated Credit Agreement. The Warrants entitle
2 Holders thereof to purchase that number of shares of Company Class B Common Stock equal to thirty percent (30%) of the then issued
d outstanding Common Stock of the Company, on 2 fully diluted, post-exercise basis. Based on the 11,299,528 shares of Company
immon Stock currently issued and outstanding, exercise in full of the Warrants would result in the Company’s issuance of an additional
42,654 shares to the Wamant Holders. In the event a greater number of issued and outstanding comman shares exist at the time of
tion exercise, a greater number of options of shares of Class B Common Stock would be issuable. The Previous Secured Lenders assigned
# warrants to Marshall T. Reynolds in consideration for his persenal guaranty and stock pledge and securjty agreement to assist in
filitating the consummation of the October 2013 Credit Agreement.

The Company believes that the terms of its related party transactions are no less favorable to the Company than could be obtained
th an independent third party.
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3. INDUSTRY SEGMENT INFORMATION

The Company operates principally in two industry segments organized on the basis of product lines: the production, printing and sale,
irincipally to commercial customers, of printed materials (including brochures, pamphlets, reports, tags, continuous and other forms) and
he sale of office products and office furniture including interior design services.

The Company reports segment information in a manner consistent with the way that our management, including our chief operating
lecision maker, the Company's Chief Executive Officer, assesses performance and makes decisions regarding allocation of resources in
iccordance with the Segment Disclosures Topic of the ASC.

Our Financial Reporting systems present various data, which is used to operate and measure our operating performance. Qur chief
iperating decision maker utilizes various measures of a segment’s profit or loss including historical internal reporting measures and
eporting measures based on product lines with operating income (loss) as the key profitability measure within the segment. Product
Ine reperting is the basis for the organization of our segments and is the most consistent measure used by the chief operating decision
iaker and conforms with the use of segment operating income or (loss) that is the most consistent with those used in measuring like
mounts in the Consolidated Financial Statements. During the third quarter of 2012, the Company realigned personnel and divisional
ssponsibilities between the printing segment and office products and office furniture segments primarily in one location, resulting in
iditional SG&A costs of approximately $0.2 miltion being allocated to the office products and office furniture segment for 2012 which
ere previously a component of the printing segment.

The identifiable assets are reflective of non-GAAP assets reported on the Company’s internal balance sheets and are typically adjusted
ir negative book cash balances, taxes and other items excluded for segment reporting. The assets are classified based on the primary
inctional segment category as reported on the internal balance sheets. Therefore the actual segment assets may not directly correspond
ith the segment operating (loss) income reported herein. The Company has certain assets classified as held for sale/discontinued
perations representing $493,304 at October 31, 2013 and $14,894,820 at October 31, 2012. These assets were part of the printing
id newspaper segments prior to the reclassification as assets held for sale/discontinued operations. The total assets reported on the
=mpany’s balance sheets as of October 31, 2013, 2012 and 2011 are $27,530,622, $47,966,591, and $82,024,282. The identifiable assets
‘ported below represent $27,037,318, $33,071,771, and $37,905,143.
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A reconciliation of total segment revenue, assets and operating (loss) income to consolidated income {loss) befare income taxes for
the years ended October 31, 2013, 2012 and 2011 is as follows:

2013 2012 2011
fevenues:
Total segment revenues $ 79,793,685 $ 97,539,962 $ 98,410,800
Elimination of intersegment revenue {7.470,510) (10,389,931) (11,801,929)
Consolidated revenue from
continuing operations $ 72,323,175 $ 87,150,031 $ 86,608,871
Iperating (loss) income from
continuing operations:
Total segment operating (loss) income
from continuing operations $  (1,274,404) $ 304,640 $ 2,109,412
Interest expense - related party (82,378) {57,733) {65,316)
Interest expense {4,202,774) (3.111,845) {2,943,572)
Gain on early extinguishment of debt
from a related party —_ — 1,337,846
Gain from debt forgiveness 11,118,069 : —
Other {loss) income (32,207) (13,118) 50,410
Consolidated income {loss) before income
taxes from continuing operations $ 5,526,306 $ (2.878,056) $ 488,780
fentifiable assets:
Total segment identifiable assets $ 27,037,318 $ 33,071,771 § 37,905,143
Elimination of intersegment assets and
assets held for sale/discontinued operations 493,304 14,894,820 44,119,139
Total consolidated assets $ 27,530,622 $ 47,966,591 $ 82,024,282

). RESTRUCTURING AND OTHER CHARGES

In fiscal 2010 and 2011, the Company recorded charges related to a restructuring and profitability enhancement plan. This plan was
iplemented to effectuate certain key initiatives and was an integral component of the Second Amendment and Waiver to the Credit
sreement among the Company, Fifth Third Bank, as Lender, L/C Issuer and Administrative Agent for Lenders and other Lenders dated
arch 31, 2010 (the “Second Amendment”). These actions were taken to comply with the provisions and targeted covenants of the
'cond Amendment and to address the impact of the global economic crisis on the Company. The Company incurred costs in 2012 and
113 related to the consolidation of the Company’s commercial printing production operation in Cincinnati, Ohio into existing Company
cilities in other locations. In 2013, the Company also incurred costs associated with personnel of approximately $55,000 and inventory
ists of approximately $153,000, associated primarily with the sale of substantially all of the property, plant and equipment of the
nihe Graphics subsidiary in Kingsport, Tennessee. These costs associated with Donihe are reflected as a component of discontinued
erations. The amount of future charges not discussed herein is currently not estimabte by the Company.

The Company's restructuring plans were implemented to address several key initiatives, including streamlining production and
ministrative operations and headcount reductions. The aggregate pre-tax charge resulting from these actions was $2.5 million. The
irges were comprised of $1.7 million associated with excess facility and maintenance costs, primarily related to operating leases,
ventory related costs of $200,000 and costs associated with streamlining production and personnel related separation costs of
13,000. The costs associated with the restructuring and profitability enhancement plan are primarily recorded in the restructuring
irges line item as part of operating income. Inventory is recorded as a component of cost of sales.
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11. ACQUIRED INTANGIBLE ASSETS AND GOODWILL

2013 2012
Gross Gross
Carrying Accumulated Carrying Accumulated
Amount Amortization Amount Amortization
Amortizable intangible assets:

Non-compete agreement $ 1,000,000 $ 1,000,000 $ 1,000,000 $ 1,000,000
Customer relationships 2,451,073 1,149,033 2,451,073 1,026,935
Other 564,946 558,737 564,946 541,236
4,016,019 2,707,770 4,016,019 2,568,171

Inamortizable intangible assets:
Goodwill 1,737,763 507,278 3,964,600 507,278
1,737,763 507,278 3,964,600 507,278
stal goodwill and other intangibles $ 5,753,782 $ 3,215,048 $ 7,980,619 $ 3,075,449

In the fourth quarter of 2013 the Company performed a qualitative assessment of the remaining indefinite-lived intangible assets of
odwill associated with the office products and office furniture segment and determined after assessing in totality various qualitative
ttors it was determined that it is not more likely than not that the applicable indefinite-lived intangible (goodwill) is impaired.

During the first quarter of 2013 as part of a process of addressing the Company’s debt status with its Previous Secured Lenders as well
first quarter 2013 performance to budget, the Company performed a comprehensive reassessment of its initial fiscal year 2013 budget.
le Company, as part of this process, identified at least one customer in the printing segment from which it anticipated a substantial
venue decline in the second quarter of 2013 and beyond and associated profitability declines in 2013 and beyond. As a result of this
ocess, it was determined that an impairment test between annual impairment tests was warranted for the printing segment as a result
the potential near term challenges facing the Company, anticipated customer specific revenue decreases and softness in the Company’s
re West Virginia market. The Company performed Step 1 of the Goodwill impairment test for the printing segment with the assistance
a third party valuation specialist using the income approach and the testing indicated a value less than the carrying value of the
sment at January 31, 2013.

As a result of the Step 1 test, the Company determined it was required to proceed to Step 2 of Goodwill Impairment testing for the
1ting segment in the first quarter of 2013. The Step 2 test results were completed in the second quarter of 2013 with the assistance of
hird party valuation specialist and supported the conclusion to record an impairment charge in the first quarter of 2013 of $2.2 million.
isequent reversal of a previously recognized goodwill impairment loss is prohibited once the measurement of that loss is recognized,
accordance with applicable standards.

Amortization expense for the years ended October 31, 2013, 2012 and 2011 was $140,000, $145,000, and $270,000 respectively.
'on-compete agreement was being amortized over a period of seven years and the customer relationships are being amortized over
ieriod of 20 years. These items are both related to the acquisition of Syscan in 2004. The weighted average remaining life of the
lipany’s amortizable intangible assets was approximately 6 years. Estimated amortization expense for each of the following years is:

2014 $ 128,306
2015 122,098
2016 122,098
2017 122,098
2018 122,098
Thereafter 691,551

$ 1,308,249



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

"hampion Industries, Inc. and Subsidiaries

AMORTIZING INTANGIBLE ASSETS (NET OF AMORTIZATION EXPENSE)

Office
Products and
Printing Furniture Total
Balance as of October 31, 2011
Amortizing intangible assets
(net of amortization expense) $ 564,698 $ 1,028,246 $ 1,592,944
Accumulated impairment losses — -- —
564,698 1,028,246 1,592,944
Amortizing intangible assets
acquired Fiscal 2012 — — —
Impairment losses Fiscal 2012 — - —
hmortization expense 63,977 81,119 145,096
fialance as of October 31, 2012
Amortizing intangible assets
(net of amortization expense) 500,721 947,127 1,447,848
Accumulated impairment losses — — -
500,721 947,127 1,447,848
\mortizing intangible assets
acquired Fiscal 2013 — - —
mpairment losses Fiscal 2013 — — -
imortization expense 58,404 81,195 139,599
lalance at October 31, 2013
Amortizing intangible assets (net of
amortization expense 442,317 865,932 1,308,249
Accumulated impairment losses — — —
$ 442,317 $ 865932 $ 1,308,249

A summary of impairment charges from continuing operations is included in the table below:

2013 2012 2011
nodwill $ 2,226,837 $ — $ - —
ther intangibles = = .

$ 2,226,837 3 = $ =

A summary of impairment charges from discontinued operations is included in the table below and are associated with the former

*wspaper segment:

2013 2012 2011
sodwill $ — $ 9,510,933 $ 2,364,028
her intangibles == = —
ademark & masthead — 1,557,950 6,352,840
$ — $ 11,068,883 $ 8,716,868
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

hampion Industries, Inc. and Subsidiaries

The following is selected financial information included in net earnings (loss) from discontinued operations for three divisions
lassified within the printing segment and the Herald-Dispatch previously classified within the newspaper segment until the sale of this
iegment and reflects interest on estimated debt required to be repaid as a result of these disposal transactions and excludes any general
orporate overhead allocations. The interest expense allocated to discontinued operations for the year ended October 31, 2013, 2012,
ind 2011, was approximately $615,000, $837,000, and $880,000.

Twelve Months Ended October 31,

2013
Printing Herald-Dispatch Total
let sales $ 2,190,236 $ 8,954,004 $ 11,144,240
loss) earnings from discontinued operations (746,581) 491,367 (255,214)
ncome tax benefit (expense) 250,670 (184,608) 66,062
iain (loss) on sale of discontinued operations (103,802) 547,106 443,304
1come tax (expense) benefit on sale 34,338 (205,548) (171,210)
let earnings (loss) from discontinued operations (565,375) 648,317 82,942

Twelve Months Ended October 31,

2012
Printing Herald-Dispatch Total

let sales $ 19,118,500 $ 13,991,752 $ 33,110,252
L.oss} from discontinued operations (700,817) (9,579,038) (10,279,855)
ncome tax benefit (expense) - — —
ain on sale of discontinued operations 1,567,231 — 1,567,231
ncome tax (expense) on sale — — —
at earnings (loss) from

iscontinued operations 866,414 (9,579,038) (8,712,624)

Twelve Months Ended October 31,

2011
Printing Herald-Dispatch Total

at sales $ 26,742,318 $ 14,589,210 $ 41,331,528
.o0ss) earnings from discontinued operations 167,967 (6,897,488) (6,729,521)
icome tax benefit (expense} {78.809) 2,554,830 2,476,021
ain on sale of discontinued operations - — —
1come tax on sale (expense) — — —
ut (loss) earnings from

iscontinued operations 89,158 {4,342,658) (4,253,500}



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

"hampion Industries, Inc. and Subsidiaries

shares of Company Common Stock currently issued and outstanding, exercise in full of the Warrants would result in the Company's issuance
of an additional 4,842,654 shares to the Warrant Holders. In the event a greater number of issued and outstanding common shares exist
4t the time of option exercise, a greater number of options of shares of Class B Common Stock would be issuable. The Previous Secured
Lenders assigned the warrants to Marshail T. Reynolds in cansideration for his personal guaranty and stock pledge and security agreement
1o assist in facilitating the consummation of the October 2013 Credit Agreement.

The exercise price is $0.001 per share of Class B Common Stock.

The Warrants expire on October 19, 2017.

The Warrants may be exercised for all shares of Class B Common Stock which may then be purchased thereunder, and for any part of
he shares which may be purchased thereunder on not more than two occasions. On October 19, 2012, the Company's Board of Directors
ipproved the increase in authorized shares and the addition of Class B common stock. The Company’s CEQ controlled approximately 53.7%
f the common stock and agreed on October 19, 2012 to vote in favor of this action. Therefore, the Class B shares are initially reflected
1s authorized in the October 31, 2012 Financial Statements.

At a meeting held December 7, 2012, shareholders approved the issuance of the warrants and amendments to the Company's articles
if incorporation increasing the number of authorized shares of common stock and creating the Class B common stock.

The Company has agreed with the Warrant Holders that it shall at all times prior to the Warrant expiration date reserve a sufficient
wumber of shares of its Class B Common Stock to provide for the exercise of the Warrants.

In the event of any consolidation or merger of the Company with another entity, or the sale of substantially all the Company’s assets
n another entity that as a condition of such transaction, the Warrant Holders shall have the right to receive upon the basis and terms
f the Warrant and in lieu of shares of Class B Common Stock purchasable thereunder such shares of stock, securities or assets as may by
irtue of such transaction be issuable or payable with respect to an equivalent number of shares of Class B Common Stock purchasable
inder the Warrant had such transaction not taken place. If the securities to be received in such transaction are not traded on a national
acurities exchange the Holder of the Warrant may elect in lieu of such securities to receive cash equal to the fair market vatue of such

acurities.

The Previous Secured Lenders had granted the Company rights to call and redeem the Warrants and any shares of Class B Common Stock
ssued thereunder, at a price of $0.001 per share, at various dates ending on June 30, 2013, if the Company attains various financial
[oals. The warrants were not called due to the Company’s inability te attain such goals.

The call options which have expired were as follows:

(A) The right to purchase all but not less than all the Warrants prior to June 30, 2013 upon payment in full and in cash the Term B
Loans defined in the Amended Credit Agreement and all cutstanding, accrued and unpaid interest and any deferred fee applicable
to such loans, plus an amount equal to five percent (5%) of the foregoing;

(B) On or prior to June 30, 2013, the right to purchase all but not less than all of the Warrants upon payment in full and in cash of
(2) net proceeds from the sale of a designated transaction at a certain net sales price on or before March 31, 2013 and (b) all
outstanding obligations owed under the Amended Credit Agreement on or before June 30, 2013;

{C) The option to purchase fifty percent (50%) but not less than fifty percent (50%) of then outstanding Warrants on March 31,
2013 and the payment in full and in cash on or before March 31, 2013 of all net cash proceeds from the sale of the designated

transaction in an agreed upon amount;

(D) The right to purchase all but not less than all the outstanding Warrants on or prior to April 30, 2013 upon payment in full and
in cash of all outstanding obligations owing under the Amended Credit Agreement;

(E) The right to purchase seventy five percent (75%) but not less than seventy five percent (75%) of the then outstanding Warrants
on April 30, 2013 and prior to May 31, 2013 upon payment in full and in cash of all outstanding obligaticns owing under the

Amended Credit Agreement; and

(F) The right to purchase fifty percent (50%) but not less than fifty percent (50%) of the then outstanding Warrants on May 31, 2013
and prior to June 30, 2013 upon the payment in full and in cash of all outstanding obligations owing under the Amended Credit

Agreement. FINANCIALS E



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

hampion Industries, Inc. and Subsidiaries
JEFERRED TAX ASSETS:

The Company currently intends to maintain a full valuation allowance on our deferred tax assets until sufficient positive evidence
elated to our sources of future taxable income exists and the Company is better able to identify a longer term solution to our overall
urrent credit situation. Therefore, the amount of deferred tax asset considered realizable could be adjusted in future periods based on a
lultitude of factors, including but not limited to a refinancing of the Company's existing credit agreement with its secured lenders, and
tch adjustments may be material to the Consolidated Financial Statements.

5. EARNINGS {LOSS) PER SHARE

Earnings (loss) per share (EPS) were computed as follows:

Weighted
Income Average Per Share
(Loss) Shares Amount

aar Ended October 31, 2013
at income from continuing operations $ 5,631,452 11,300,000 $ 050
at income from discontinued operations 82,942 11,300,000 0.01
st income 5,714,394
iisic earnings per share:

Net income available to common shareholders, total 5,714,394 11,300,000 0.51
fect of dilutive securities stock options/warrants 4,814,000
iluted earnings per share:
let income available to common shareholders

and asstimed conversions $ 5,714,394 16,114,000 $ 0.36
'ar Ended October 31, 2012

it loss from continuing operations $ (14,605,151) 11,300,000 $  (1.29)
it loss from discontinued operations (8,712,624) 11,300,000 . {0.77)
it loss (23,317,775)

isic loss per share:

it loss available to common shareholders, total (23,317,775) 11,300,000 (2.06}
‘ect of dilutive securities stock options/warrants -

uted loss per share:

let loss available to common shareholders

and assumed conversions $ (23,317,775) 11,300,000 $ (2.08)
ar Ended October 31, 2011

tincome from continuing operations $ 277,457 10,362,000 $ 0.03
t loss from discontinued operations (4,253,500) 10,362,000 (0.41)
t loss (3,976,043)

iic loss per share:

ot loss available to common shareholders, total (3.976,043) 10,362,000 (0.38)
ect of dilutive securities stock options —

rted loss per share:

it loss available to common shareholders

and assumed conversions $ (3,976,043) 10,362,000 $ (0.38)



NOTES TO CONSOLDATED FINANCIAL STATEMENTS

hampion Industries, Inc. and Subsidiaries

First
Quarter

Veighted average shares outstanding

iasic
2013
2012

iluted
2013
2012

11,300,000
11,300,000

16,114,000
11,300,000

Second
Quarter

11,300,000
11,300,000

16,105,000
11,300,000

Third
Quarter

11,300,000
11,300,000

16,112,000
11,300,000

Fourth
Quarter

11,300,000
11,300,000

16,124,000
11,300,000
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“In 2015, we look
to continue our
*ommitment fo building
a stable infrastructure
that will allow us to

fain our elasticity, seek
oportunity, and cultivate
1 profitable enterprise.”
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CHAPMAN
PRINTING
COMPANY

CHAPMAN PRINTING COMPANY

2450-90 First Avenue | Huntington, WV 25703
p 304.528.2791 | 800.624.3431 | f 304.528.2746
e cpcprep@champion-industries.com

e Mid-sized commercial printer with full digital
pre-press

e Office product sales

e 1-to 4-color presses up to 28 in. x 40 in.

o Full bindery with auto saddle stitch and
perfect binding

o Letterpress, envelope presses and foil stamping

¢ In-house rotary division for manufacturing short- to
medium-run business forms, laser cut sheets and
continuous snapout

« Off- and online MICR encoding " s ol o
River Cities
« Automated presentation folder/gluer Fuussﬁwcscowskcﬂﬁmﬂmg
RIVER CITIES PRINTING
gg‘?\ﬂN}NA(V 2450-90 First Avenue | Huntington, WV 25703
COMPANY p 304.528.5496 | f 304.528.2746
e orders@rivercitiesprinting.com
CHAPMAN PRINTING COMPANY Bl il

e Single sheet flyers/newspaper inserts
« Menus and placemats
e Postcards and business cards

953 Point Marion Road | Suite A
Morgantown, WV 26508
P 304.284.0200 | f 304.284.0209

SNOISIAIQ ONILNIL | £L

¢ Printing sales headquarters with full digital
pre-press
o Office product sales

—
Full line printing and services distributor e

Print management US TAG
Fulfillment

B2B e-commerce solutions

* Mai US TAG

Digital print
2450-90 First Avenue | Huntington, WV 25703
p 304.691.5046 | 800.638.1018
f 304.691.5060 | 800.625.6076

CIHAPMAN e ustag@champion-industries.com
PRINTING

> N
e Stock and custom tag manufacturer

e Small-sized commercial printer with full
CHAPMAN PRINTING COMPANY digital pre-press
e 1-to 3-color presses up to 14 in. x 20 in.
s Letterpress up to 18in. x 22 in.
o Full bindery

405 Ann Street | Parkersburg, WV 26101
P 304.485.8596 | 800.458.8596 | f 304.485.4793
e cpcpkbg@champion-industries.com

e Mid-sized commercial printer with full digital pre-press
and full color separations

e Office product sales

e 5- and 6- color presses up to 28in. x 40 in.

e Full bindery

¢ Digital Process Color Press
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SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial data for each of the five years in the period ended October 31, 2014, have been derived
from the Audited Consolidated Financial Statements of the Company. The information set forth below should be read in conjunction with
the Audited Consolidated Financial Statements, related notes, and the information contained in Management’s Discussion and Analysis
of Financial Condition and Results of Operations appearing elsewhere herein.

Year Ended October 31,

2014 2013 2012, 2011 2010y
(Restated)
OPERATING STATEMENT DATA: (In thousands, except share and per share data)
Revenues:
Printing § 37,377 § 42,670 § 52,174 § 52,064 § 54102
Office products and office furniture 26,145 29,653 34,976 34,546 33,438
Total revenues 63,522 72,323 87,150 86,610 87,540
Cost of sales:
Printing 28,366 30,373 37,810 37,748 38,560
Office products and office furniture 19,197 21,043 24,936 24,521 23,633
Total cost of sales 47,563 51,416 62,746 62,269 62,193
Gross profit 15,959 20,907 24,404 24,341 25,347
Selling, general and administrative expenses 16,213 19,910 23,742 21,579 21,978
Restructurings/asset impairments costs — 2,271 357 652 1,641
(Loss) income from operations (254) (1,274) 305 2,110 1,728
Other income (expense):
Interest expense - related party (82) (82) (58) (65) —
Interest expense (1,056) (4,204) (3,112) (2,944) (4,493)
Gain on early extinguishment of debt to
a related party - — — 1,338 —
Gain on debt forgiveness —_ 11,118 — — —
Other (expense) income 260 (32) (13) 50 952
Income (loss) from continuing operations
before income taxes (1,132) 5,526 (2,878) 489 (1,813)
Income tax benefit (expense) - 105 (11,727) (211) 687
Net income (loss) from
continuing operations (1,132) 5,631 (14,605) 278 (1,126)
Net income (loss) from discontinued operations — 83 (8,713) (4,254) 1,614
Net income (loss) ¢ (1,132) ¢ 5714 § (23,318) § (3,976) $ 488
Earnings (loss) per share:
Basic
Continuing operations ¢ (0.10) $ 0.50 ¢ (1.29) $ 0.03 $ (0.11)
Discontinued operations — 0.01 (0.77) (0.41) 0.16
s (0.10) ¢ 051 §  (2.06) s (0.38) §  0.05
Diluted
Continuing operations $  (0.10) $ 1035 $  (1.29) $ 0.03 $ (0.11)
Discontinued operations — 0.01 (0.77) (0.41) 0.16

$  (0.10) $ 036 $  (2.06) $  (0.38) $ 0.05
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

OVERVIEW

The Company is a commercial printer, business forms manufacturer and office products and office furniture supplier in regional markets
of the United States of America, east of the Mississippi River. The Company has historically grown through strategic acquisitions and
internal growth prior to the advent of the global economic crisis. Through such growth, the Company had realized regional economies of
scale, operational efficiencies, and exposure of its core products to new markets. The Company has acquired fifteen printing companies,
eight office products and office furniture companies, one company with a combined emphasis on both printing and office products and
office furniture, a paper distribution division (which was subsequently sold in 2001) and a daily newspaper since its initial public offering
on January 28, 1993. As a result of various provisions of the Company’s applicable credit agreements and as a result of the impact of the
global economic crisis, the Company has implemented a number of consolidations and asset dispositions. The Company consolidated its
Interform production facility in Bridgeville, Pennsylvania into an existing operation. The Company also consolidated its commercial printing
production operation in Cincinnati, Ohio into existing Company facilities in other locations and in December 2012 sold substantially all
of the equipment to Graphics International. The Consolidated Graphic Communications (“CGC”) operating division was sold to Safeguard
Solutions (“Safeguard”) in July 2012 and Donihe Graphics, Inc. sold substantially all of its property, plant, and equipment in December
2012 to Graphics International. In June 2013 the Company sold substantially all of the assets of Blue Ridge Printing to BRP Company,
Inc. In July 2013 the Company sold substantially all of the assets of the Herald- Dispatch newspaper to HD Media Company, LLC. In the
third quarter of 2013 the Company closed its Lexington, Kentucky Chapman Printing Company division but continues to serve this market
out of the Chapman Printing Huntington operation.

The Company's operations comprising its former Consolidated Graphic Communications division, Donihe Graphics division, Blue Ridge
Printing division and the Herald-Dispatch Newspaper segment were classified as discontinued operations in the consolidated statements

of operations for all periods presented. (see Note 11).

The Company’s net revenues consist primarily of sales of commercial printing, business forms, tags, other printed products, document
output solutions including rendering, inserting and mailing, office supplies, office furniture, and data products and office design services.
The Company recognizes revenues when products are shipped or ownership is transferred and when services are rendered to the customer.
The Company’s revenues are subject to seasonal fluctuations caused by variations in demand for its products.

The Company's cost of sales primarily consists of raw materials, including paper, ink, pre-press supplies and purchased office supplies,
furniture and data products, and manufacturing costs including direct labor, indirect labor and overhead. Significant factors affecting the
Company’s cost of sales include the costs of paper in printing, office supplies, costs of labor and other raw materials.

The Company’s operating costs consist of selling, general and administrative expenses. These costs include salaries, commissions and
wages for sales, customer service, accounting, administrative and executive personnel, insurance, rent, utilities, legal audit, information
systems equipment costs, software maintenance and depreciation.

CRITICAL ACCOUNTING POLICIES INVOLVING SIGNIFICANT ESTIMATES

The Company’s significant accounting policies are described in Note 1 to the Consolidated Financial Statements included in Item
15 of this Form 10-K. The discussion and analysis of the financial statements and results of operations are based upon the Company's
consolidated financial statements, which have been prepared in accordance with accounting principles generally accepted in the United
States. The preparation of these financial statements requires management to make estimates and judgments that affect the reported
amounts of assets, liabilities, revenues and expenses and related disclosure of contingent assets and liabilities. The following critical
accounting policies affect the Company’s more significant judgments and estimates used in the preparation of the Consolidated Financial
Statements. There can be no assurance that actual results will not differ from those estimates.

Restatement of Prior Year: The Company has applied SEC Staff Accounting Bulletin (SAB) No. 108, Considering the Effects of Prior Year
Misstatements when Quantifying Misstatements in Current Year Financial Statements. SAB No. 108 states that registrants must quantify
the impact of correcting all misstatements, including both the carryover (iron curtain method) and reversing (rollover method) effects
of prior-year misstatements on the current-year financial statements, and by evaluating the error measured under each method in light
of quantitative and qualitative factors. Under SAB No. 108, prior-year misstatements which, if corrected in the current year would be
material to the current year, must be corrected by adjusting prior year financial statements, even though such correction previously was
and continues to be immaterial to the prior-year financial statements. Correcting prior-year financial statements for such “immaterial
errors” does not require previously filed reports to be amended. Such corrections will be made the next time the Company files the prior-

year financial statements.
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In connection with our annual impairment testing of goodwill and other non-amortizing intangible assets conducted in the fourth
quarter of 2012, we recorded a charge of $1.6 million on a pre-tax, non-cash basis for impairment of the value of the trademark and
masthead which resulted from the 2007 acquisition of the Herald-Dispatch daily newspaper in Huntington, WV. The Company assessed
the value of the trademark and masthead with assistance from a third party valuation specialist utilizing an income approach based on
the relief from royalty income valuation methodology.

During the first quarter of 2013 as part of a process of addressing the Company’s debt status with its Previous Secured Lenders as well
as first quarter 2013 performance to budget, the Company performed a comprehensive reassessment of its initial fiscal year 2013 budget.
The Company as part of this process identified at least one customer in the printing segment from which it anticipated a substantial
revenue decline in the second quarter of 2013 and beyond and associated profitability declines in 2013 and beyond. As a result of this
process, it was determined that an impairment test between annual impairment tests was warranted for the printing segment.

The Company performed Step 1 of the Goodwill impairment test for the printing segment with the assistance of a third party valuation
specialist using the income approach and the testing indicated a value less than the carrying value of the segment at January 31, 2013.

As a result of the Step 1 test, the Company determined it was required to proceed to Step 2 of goodwill impairment testing for the
printing segment in the first quarter of 2013. The Step 2 test results were completed in the second quarter of 2013 with the assistance of
a third party valuation specialist and supported the conclusion to record an impairment charge in the first quarter of 2013 of $2.2 million.
Subsequent reversal of a previously recognized goodwill impairment loss is prohibited once the measurement of that loss is recognized,
in accordance with applicable standards.

In the fourth quarter of 2014 the Company performed its annual assessment of the remaining indefinite-lived intangible assets of
goodwill associated with the office products and office furniture segment. The Company first considered qualitative factors including
economic conditions in its core market, access to capital, industry outlook, cost factors, and financial performance. After considering the
qualitative factors, the Company was not able to definitively conclude that impairment was not possible.

As such, the Company performed the two-step quantitative assessment as prescribed by ASC 350. Step 1 of the impairment test used
a discounted cash flow model based on income of the office products and office furniture reporting unit to compare fair value to the
unit's carrying value. After consideration of the Step 1 results, the Company’s Management felt that the discounted cash flow model was
not indicative of value that would be exchanged in an arm’s length transaction. Given this, Step 2 of the quantitative assessment was
performed. Step 2 compares the implied fair value of the reporting unit to its carrying value to determine impairment using methods
common in business combinations. After considering the results of Step 2, the Company’s management determined that no impairment
of the office products and office furniture reporting unit's goodwill existed at October 31, 2014.

The Company’s Management will continue to monitor this reporting unit’s performance and will test for impairment as warranted.
Further declines in revenue and income could ultimately require impairment charges to be incurred that would be material to the
Company’s financial position and results of operation to the extent of the carrying amount of goodwill.

Management has discussed the development of these estimates with the audit committee of the board of directors. Additionally, the
board of directors has reviewed this disclosure and its relation to this MD&A.

Revenue Recognition: Revenues are recognized when products are shipped or ownership is transferred and when services are rendered
to customers. The Company acts as a principal party in sales transactions, assumes title to products and assumes the risks and rewards
of ownership including risk of loss for collection, delivery or returns. The Company typically recognizes revenue for the majority of its
products upon shipment to the customer and transfer of title. Under agreements with certain customers, custom forms may be stored
by the Company for future delivery. In these situations, the Company may receive a logistics and warehouse management fee for the
services provided. In these cases, delivery and bill schedules are outlined with the customer and product revenue is recognized when
manufacturing is complete and the product is received into the warehouse, title transfers to the customer, the order is invoiced and there
is reasonable assurance of collectability. Since the majority of products are customized, product returns are not significant. Therefore,
the Company records sales on a gross basis. Revenue generally is recognized net of any taxes collected from customers and subsequently
remitted to government authorities. The costs of delivering finished goods to customers are recorded as shipping and handling costs and
included in cost of sales of the printing segment. The office products and office furniture shipping and handling costs were approximately
$0.5 million for 2014, 2013, and 2012 and are recorded as a component of selling, general, and administrative costs.
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RESULTS OF OPERATIONS

The following table sets forth for the periods indicated information derived from the Company’s Consolidated Statements of Operations,
including certain information presented as a percentage of total revenues.

Year Ended October 31,
($ In thousands)

2014 2013 2012
(Restated)
Revenues:
Printing $ 37,317 58.8 9% $ 42,670 59.0 % $ 52,174 59.9 %
Office products and office furniture 26,145 41.2 29,653 41.0 34,976 40.1
Total revenues 63,522 100.0 72,323 100.0 87,150  100.0
Cost of sales:
Printing 28,366 44.7 30,373 42.0 37,810 43.3
Office products and office furniture 19,197 30.2 21,043 29.1 24,936 28.6
Total cost of sales 47,563 74.9 51,416 7.1 62,746 71.9
Gross profit 15,959 25.1 20,907 28.9 24,404 28.1
Selling, general and
administrative expenses 16,213 25.5 19,910 27.5 23,742 272
Restructuring / asset impairment costs — — 2,271 3:1 357 0.5
(Loss) income from operations (254) (0.4) (1,274)  (1.7) 305 0.4
Other income (expense):
Interest expense - related party (82) (0.1) (82) (0.1) (58) (0.0)
Interest expense (1,056) {1.7) (4,204)  (5.8) (3,112) (3.6)
Gain on debt forgiveness — e 11,118 15.4 - —
Other (loss) income 260 0.4 (32) (0.0 (13) 0.0
Income (loss) from continuing
operations before income taxes (1,132) (1.8) 5,526 7.8 (2,878)  (3.2)
Income tax benefit (expense) — - 105 0.1 (11,727) (13.6)
Net income (loss) from
continuing operations (1,132) (1.8) 5,631 7.9 (14,605) (16.8)
Net income (loss) from discontinued
operations — s 83 0.1 (8,713) (10.0)

Net income (loss) $ (1,132) (1.8) % $ 574 8.0 % $(23,318)  (26.8)%
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OTHER INCOME (EXPENSE)

Other income (expense) decreased approximately $7.7 million from income of $6.8 million in 2013 to an expense of $(0.9) million in
2014. This is primarily due to a pre-tax gain on debt forgiveness in the fourth quarter of 2013 of $11.1 million resulting from the terms
of the October 2013 Credit Agreement.

Interest expense decreased approximately $3.1 million primarily due to lower total debt as well as reduced fees and debt discount
amortization when compared to 2013.

INCOME TAXES

The Company assesses the available positive and negative evidence to estimate if sufficient future taxable income will be generated
to use the existing deferred tax assets. A significant piece of objective negative evidence was the cumulative loss incurred over the four-
year period ended October 31, 2014 and over an eight-year period ended October 31, 2014. However, when these losses are adjusted for
certain aberrations, rather than continuing conditions, the Company is able to represent that cumulative losses are not present in either
the four year look back period or the eight year look back period.

The Company excluded debt cancellation from cancellation of debt income (“CODI”) from the income tax liability in 2013 in accordance
with applicable Internal Revenue Service guidelines regarding insolvency where the amount of debt cancellation excluded from gross
ordinary income is applied to attribute reductions. The insolvency calculation is based on IRS guidelines associated with liabilities in
excess of the fair market value of assets immediately prior to the debt cancellation. The attribute reductions are ordered and reduce net
operating losses, various credits, capital losses, and asset basis among other attribute reductions if applicable and necessary. As a result
of the CODI exception provided in Internal Revenue Code Section 108 the Company reduced its net operating losses, applicable credits
and asset basis in accordance with the applicable ordering rules.

In 2014, as a result of the attribute reductions to exclude the Company’s CODI from taxable income in 2013, the company incurred $6.4
million of attribute recapture income for tax purposes. As such, the Company used net operating loss carry forwards to offset attribute
recapture income. A decrease in the Company’s deferred tax asset valuation allowance in a like amount of the tax liability arising from
the Company’s taxable income was used to offset any income tax liability.

The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income during the periods in which
those temporary differences become deductible. The Company considers a multitude of factors in assessing the utilization of its deferred
tax assets including the reversal of deferred tax liabilities, projected future taxable income and other assessments, which may have an
impact on financial results. The Company determined in the second quarter of 2012 that, primarily as a result of its inability to enter
into an amended credit facility upon the expiration of the Limited Forbearance Agreement on April 30, 2012, as well as the potential for
a substantial increase in interest rates and fees coupled with the uncertainty regarding future interest rate increases that the Previous
Secured Lenders may impose on the Company that a full valuation allowance of the Company's deferred tax assets, net of deferred tax
liabilities, is necessary to measure the portion of the deferred tax asset that more likely than not will not be realized. As a result of the
Restated Credit Agreement entered into on October 19, 2012, the Company reassessed its valuation allowance and determined that the
relative short term maturity of the Restated Credit Agreement coupled with the increase in interest rates indicated that a full valuation
was warranted at October 31, 2012. As a result of the October 2013 Credit Agreement entered into on October 7, 2013 the Company
reassessed it's previous determination regarding its valuation allowance and determined that a full valuation was warranted. The Company
currently intends to maintain a full valuation allowance on our deferred tax assets until sufficient positive evidence related to our sources
of future taxable income exists and the Company is better able to identify a longer term solution to our current credit situation. The
amount of deferred tax asset considered realizable could be adjusted in future periods based on a multitude of factors, including but not
limited to a reassessment of our credit position, and such adjustments may be material to the Consolidated Financial Statements.

The Company'’s effective tax rate for continuing operations for 2014 was 0.0% compared to a benefit of 1.9% in 2013 and an expense
of (407.5)% for 2012. The primary difference in tax rates between 2013 and 2012 and for 2012 between the effective tax rate and
the statutory tax rate is a result of the valuation allowance taken against our deferred tax assets in the second quarter of 2012 in the
amount of $15.2 million and a valuation allowance increase of an incremental $0.8 million in the third and fourth quarters of 2012. The
effective income tax rate approximates the combined federal and state, net of federal benefit, statutory income tax rate and may be
impacted by increases or decreases in the valuation allowance for deferred tax assets. The Company recorded a tax benefit from continuing
operations in 2013 resulting from the application of certain provisions of ASC 740 regarding implications of intra-period tax allocations for
discontinued operations to maintain financial statement neutrality and to recognize the tax components between continuing operations
and discontinued operations on a discrete basis.

SIHOIMHDIH TYIONYNIY | 62



In the fourth quarter of 2013 the Company performed a gualitative assessment of the remaining indefinite-lived intangible assets of
goodwill associated with the office products and office furniture segment and determined after assessing in totality various qualitative
factors it was determined that it is not more likely than not that the applicable indefinite-lived intangible (goodwill) is impaired.

During the first quarter of 2013 as part of a process of addressing the Company’s debt status with its Previous Secured Lenders as well as
first quarter 2013 performance to budget, the Company performed a comprehensive reassessment of its initial fiscal year 2013 budget. The
Company as part of this process identified at least one customer in the printing segment from which it anticipated a substantial revenue
decline in the second quarter of 2013 and beyond and associated profitability declines in 2013 and beyond. As a result of this process,
it was determined that an impairment test between annual impairment tests was warranted for the printing segment as a result of the
potential near term challenges facing the Company, anticipated customer specific revenue decreases and softness in the Company's core
West Virginia market. The Company performed Step 1 of the Goodwill impairment test for the printing segment with the assistance of a
third party valuation specialist using the income approach and the testing indicated a value less than the carrying value of the segment

at January 31, 2013.

As a result of the Step 1 test, the Company determined it was required to proceed to Step 2 of goodwill impairment testing for the
printing segment in the first quarter of 2013. The Step 2 test results were completed in the second quarter of 2013 with the assistance of
a third party valuation specialist and supported the conclusion to record an impairment charge in the first quarter of 2013 of $2.2 million.
Subsequent reversal of a previously recognized goodwill impairment loss is prohibited once the measurement of that loss is recognized,
in accordance with applicable standards.

The valuation methodology utilized in 2012 to estimate the fair value of the printing, and office products and office furniture operating
segment was analyzed by the Company with assistance in part from a valuation specialist utilizing both the market and income approach.
The income approach was based off a discounted cash flow methodology, in which expected future free net cash flows to invested capital
are discounted to present value, using an appropriate after- tax weighted average cost of capital. The market approach using a guideline
company analysis weighs empirical evidence from shares of comparable companies sold in minority transactions on stock exchanges and
merger and acquisition analysis, which analyses sales of companies control transactions. The fair value exceeded the carrying value for
both the printing and office products and office furniture segment in 2012. Therefore, there were no impairment indicators identified by
the Company to proceed to step two of the impairment test for 2012.

The Company also incurred asset impairment charges in 2012 in the printing segment from property, plant and equipment. The 2012
charges are associated with certain long-lived assets held for sale at the Merten Company in Cincinnati, Ohio. The Company recorded an
impairment charge in 2012 of $309,000 associated with this equipment. The Company incurred in 2012, $48,000 of severance and other
employee related costs at the Merten Company and in 2013 occupancy and equipment related costs of approximately $44,000 associated

with Merten.
SEGMENT OPERATING INCOME (LOSS)

The printing segment reported an operating loss of $(2.2) million for 2013 and $(1.6) million in 2012. The increase in operating loss
was primarily attributable to $2.2 million in pre-tax goodwill impairment charges, partially offset by lower SG&A expenses which were
primarily reflective of reduced professional fees resulting in part from provisions related to the Forbearance Agreement, Limited
Forbearance Agreement, September Forbearance Agreement, and Restated Credit Agreement (as defined in Note 3) being incurred in
2012. Professional fees decreased approximately $0.8 million in 2013 when compared to 2012. In addition, bad debt expense decreased
approximately $0.5 million from 2012 levels primarily associated with specific accounts within one operating division that were incurred

in 2012.

The office products and office furniture segment reported operating profits of $1.0 million, in 2013, compared to $1.9 million, in 2012.
This represented a decrease in profitability of $1.0 million or 50.2%. This decrease is primarily the result of lower gross profit contribution
on reduced sales partially offset by lower selling, general, and administrative expenses. The sales reductions were primarily associated
with furniture sales followed by office products related sales.

OTHER INCOME (EXPENSE)

Other income (expense) increased approximately $10.0 million from an expense of $(3.2) million in 2012 to income of $6.8 million
in 2013 primarily due to a pre-tax gain on debt forgiveness in the fourth quarter of 2013 resulting from the terms of the October 2013

Credit Agreement.
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During the second quarter of 2012 as part of a restructuring plan submitted to the Company’s secured lenders the Company authorized
its investment bankers to initiate an open market transaction process to determine potential alternative transactions in relation to
certain asset sales and the sale of a business segment. As a result of this process, it was determined that an impairment test between
annual impairment tests was warranted. This resulted in the Company's assessment that the carrying value of the newspaper segment
exceeded the fair value of the newspaper segment. The basis of the fair value was a mid-point of value attained as a result of the open
market process assessment based on a non- binding letter of intent attained in this process. This resulted in an impairment charge in
the second quarter of 2012 of the remaining goodwill of the newspaper segment of approximately $9.5 million on a pre-tax, non-cash
basis. As a result of the interim impairment indicators the Company also assessed the recoverability of property, plant and equipment
and amortizing intangibles under the provisions of ASC 360 and determined that there were no charges required as a result of this
assessment. The Company also assessed the non-amortizing intangibles of trademark and masthead and with assistance from a third party
valuation specialist the Company concluded that through the utilization of an income approach based on the relief from royalty valuation
methodology there was no impairment of this asset at April 30, 2012.

In connection with our annual impairment testing of goodwill and other intangible assets conducted in the fourth quarter of 2012,
we recorded a charge of $1.6 million on a pre-tax basis for impairment of the value of other intangible assets, which resulted from the
2007 acquisition of The Herald-Dispatch daily newspaper in Huntington, WV. This charge resulted in impairment charges of trademark
and masthead of $1.6 million on a pre-tax basis. The Company, with assistance from a third party valuation specialist, recorded the
impairment utilizing an income approach based on the relief from royalty valuation methodology

LIQUIDITY AND CAPITAL RESOURCES

The Company incurred substantial indebtedness as a result of the acquisition of The Herald-Dispatch in September of 2007. The country
entered a recession in December of 2007 and the residual effects of the recession have continued within the former newspaper and the
printing segments of the Company. The debt was structured as a cash flow credit, which typically indicates that the primary repayment
source for debt will be income from operations in lieu of a collateral based loan. The Company had continued to service its debt and has
made every scheduled payment of principal and interest, including during various periods, default interest. In addition, the Company
had paid substantial sums for fees to the secured lenders as well as to various advisors pursuant to applicable credit and credit related
agreements. The Company had paid approximately $65.6 million in principal through September 30, 2013 to the Previous Secured Lenders
Thus, the Company had demonstrated the ability to generate cash flow and has continued to service its debt commitments under the
most difficult conditions in recent history.

In the fourth quarter of 2013 the Previous Secured Lenders sold the outstanding credit commitments representing substantially all of
the Company’s debt to Big 4 Investments, LLC (“Big 4") a private company. As a result of this sale the Company simultaneously entered
into a new credit facility with Big 4 under the terms of the October 2013 Credit Agreement.

Prior to the October 2013 Credit Agreement the Company operated under the provisions of the May 2013 Forbearance Agreement
effective May 31, 2013 which expired September 30, 2013 as amended August 28, 2013. The May 2013 Forbearance Agreement required
the Company to achieve a multitude of targeted goals and covenants to remain in compliance. Many of these requirements were beyond
the control of the Company although at the date of the agreement, the Company determined there was at least a reasonable possibility
of achieving compliance through the September 30, 2013 contractual maturity date. The Company was also required, under the terms of
the May 2013 Forbearance Agreement, to comply with financial covenants, which are non-GAAP financial measures. Prior to the October
2013 Credit Agreement and primarily as a result of the credit situation with the Previous Secured Lenders ther significant uncertainty
about our ability to operate as a going concern. In recent years, the Company operated for extended periods both in default and under
forbearance agreements as it navigated its way through the continued challenges and residual effects of the global economic crisis. The
Company believes that there has been a fundamental shift in the way in which financial institutions, in general, evaluate cash flow credits
and that the amount of leverage in which the financial institutions are willing to lend has decreased generally over the last several years.
In addition, two of the Company’s operating segments, specifically the printing segment and newspaper segment (now classified as a
discontinued operation), have declined both internally and on a macro basis both during the recession and post-recession. Therefore, even
though the Company has reduced its borrowings in accordance with contractually scheduled amortizations, the Previous Secured Lenders
had expressed a desire to have lower leverage associated with various earnings measures related to funded indebtedness. The end result
of these actions was the Company was impacted operationally and financially by the numerous actions required in part as a result of
the numerous Credit and Forbearance Agreements with the Previous Secured Lenders. These actions strained resources operationally and
financially including trade vendor challenges. Therefore, three primary dynamics have faced the Company: lower earnings, two operating
segments that have faced secular hurdles and what the Company believes to be a changed credit culture regarding cash flow type loans
and the residual impact of the Previous Secured Lender credit requirements on our current operations.
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Secured Lenders of approximately $19.9 million representing Term Loan A, Term Loan B and Revolving Loans plus accrued deferred fee
and accrued interest of approximately $1.2 million.

The October 2013 Credit Agreement and related Term Note A, Guaranty Agreement and Stock Pledge and Security Agreement as further
described herein amended various provisions of the Restated Credit Agreement dated October 19, 2012, including but not limited to:

e  October 2013 Credit Agreement maturity of April 1, 2015.

e Existing debt restructured from Term Loan A, Term Loan B, and Revolving Credit Facility to Term Note A in the amount
of $10,000,000.

e  The Company’s debt will not have a revolving credit facility component.

e Interest rate at the Wall Street Journal prime rate of interest plus two percent.

e Principal payments due monthly at $50,000 per month.

e $500,000 maturity or prepayment premium.

e  Financial covenant of maximum capital expenditures of $3,000,000 during any fiscal year.

e  Personal guaranty of Marshall T. Reynolds.

e Stock Pledge and Security Agreement providing a third party credit enhancement to support the credit facility underwritten
by the Administrative Agent.

e In consideration for the personal Guaranty Agreement of Marshall T. Reynolds and Stock Pledge and Security Agreement,
the warrants held by the Previous Secured Lenders were assigned to Marshall T. Reynolds. The warrants represent $0.001 per
share warrants issued for up to 30% (on a post-exercise basis) of the outstanding common stock of the Company in the form
of non-voting Class B common stock and associated Investor Rights Agreement.

The Company reviewed applicable GAAP and determined that extinguishment accounting should be applied in relation to the October
2013 Credit Agreement.
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CASH FLOWS FROM DISCONTINUED OPERATIONS

The Company has reported cash flows from discontinued operations as discrete single items of operating, investing and financing
activities.

Net cash provided by operating activities of discontinued operations were $0.1 million, $0.4 million, and $4.2 million in 2014, 2013,
and 2012.

Net cash provided by (used in) investing activities of discontinued operations were $0.0 million, $11.0 million, and $3.6 millien in
2014, 2013, and 2012. In 2012, the Company sold its CGC operating division for $3,750,000, the proceeds of which were used to pay
debt. Tn 2013, the Company sold Blue Ridge Printing, Donihe and the Herald-Dispatch for proceeds net of selling costs and certain other
expenses of approximately $11.0 million. Blue Ridge Printing was sold to investors that included the current division manager Bruce
Fowler and the son of director Glenn W. Wilcox. The Herald-Dispatch was sold to an entity which included as an investor Mr. Douglas
Reynolds, son of Chairman & CEQ Marshall T. Reynolds.

Net cash used in financing activities of discontinued operations were $0.0 million, $(11.1) million, and $(3.8) million for 2014, 2013,
and 2012. The net cash used in financing activities represented debt payments from the sale of CGC in 2012 and the debt payments
from the sales related to Donihe, Blue Ridge and The Herald-Dispatch in 2013. The various asset sales were requirements of the Previous
Secured Lenders with the resulting impact being anticipated reductions in future cash flow from operations offset by improved cash flow
metrics related to investing and financing activities coupled with the 2013 benefit from debt forgiveness.

INFLATION AND ECONOMIC CONDITIONS

Management believes that the effect of inflation on the Company's operations has not been material and will continue to be immaterial
for the foreseeable future. The Company does not have long-term contracts; therefore, to the extent permitted by competition, it has the
ability to pass through to its customers mast cost increases resulting from inflation, if any. In addition, the Company is not particularly
energy dependent; therefore, an increase in energy costs should not have a significant impact on the Company.

Our operating results depend on the relative strength of the economy on both a regional and national basis. Recessionary conditions
applicable to the economy as a whole and specifically to our core business segments have had a significant adverse impact on the
Company’s business.

SEASONALITY

Our business is subject to seasonal fluctuations that we expect to continue to be reflected in our operating results in future periods.

Historically, the Company has experienced a greater portion of its profitability in the second and fourth quarters than in the first
and third quarters. The second quarter generally reflects increased orders for printing of corporate annual reports and proxy statements.
A post-Labor Day increase in demand for printing services and office products coincides with the Company’s fourth quarter. The global
economic crisis as well as other macro-economic factors and customer demand has impacted this general trend in recent years. The
Company is unable to predict if this trend has fundamentally shifted until such time a more stable economic climate is present.

Our business is subject to seasonal fluctuations that we expect to continue to be reflected in our operating results in future periods.
Other factors that affect our quarterly revenues and operating results may be beyond our control, including changes in the pricing policies
of our competitors, the hiring and retention of key personnel, wage and cost pressures, distribution costs and general economic factors.

NEWLY ISSUED ACCOUNTING STANDARDS

In April 2014, the FASB issued ASU 2014-08, “Presentation of Financial Statements: Topic 205 and Property, Plant and Equipment:
Topic 360 - Reporting Discontinued Operations and Disclosures of Disposals of Components of an Entity” (“ASU 2014-08"). ASU 2014-08
improves the definition of discontinued operations by limiting the discontinued operations reporting to disposals of components of an
entity that represent strategic shifts that have or will have a major effect on an entity’s operations and financial results, will require
expanded disclosures for discontinued operations, and will require disclosure of the pretax profit or loss of an individually significant
component of an entity that does not qualify for discontinued operations reporting. The Company will adopt ASU 2014-08 in reporting
periods beginning after December 15, 2014. ASU 2014-08 will expand the disclosures of the Company's discontinued operations. The
Company does not expect a material impact on the financial position, results of operation, or cash flows.
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MARKET FOR REGISTRANT'S COMMON EQUITY,
RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

Until June 12, 2012, Champion common stock traded on the National Association of Securities Dealers, Inc. Automated Quotation
System (“NASDAQ") National Market System (now Global Market) under the symbol “CHMP”. From June 12, 2012 until July 16, 2012
Champion common stock was listed on the NASDAQ Capital Market. The stock now trades on the 0TCQB Market under the symbol “CHMP".

The following table sets forth the high and low closing prices for Champion common stock for the period indicated. The range of high
and low closing prices are based on data from the 0TCQB or NASDAQ and does not include retail mark-up, mark-down or commission.

Fiscal Year 2014 Fiscal Year 2013
High Low High Low
First quarter $ 072 $ 0.35 $ 0.28 § 0.11
Second quarter 0.62 0.35 0.28 0.05
Third quarter 0.50 0.25 0.29 0.06
Fourth quarter 0.34 0.22 0.45 0.12

At the close of business on January 9, 2015, there were 355 shareholders of record of Champion common stock. The shareholders of
record are determined by the Company’s transfer agent.

The Company has not paid dividends on its common stock in any of the previous three years.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Audit Committee, Board of Directors and Shareholders =L . Arnett
=13y -
Champion Industries, Inc. &3 Carbis
Huntington, West Virginia Toothman
CPAs & Advisors

We have audited the accompanying consolidated balance sheets of Champion Industries, Inc. and Subsidiaries (the “Company”) as of
October 31, 2014 and 2013, and the related consolidated statements of operations, shareholders’ equity (deficit) and cash flows for
each of the three years in the period ended October 31, 2014. These financial statements and financial statement schedule are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements and financial
statement schedule based upon our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit of its internal control over
financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
the Company as of October 31, 2014 and 2013, and the results of its operations and its cash flows for each of the three years in the
period ended October 31, 2014, in conformity with U.S. generally accepted accounting principles.

As discussed in Note 3 to the consolidated financial statements, the Company as of October 31, 2014 has $12,697,000 in debt obligations

due in 2015. The Company is currently pursuing a longer term financing solution with its lenders. Management’s plans concerning these
matters are more fully discussed in Note 3 to the consolidated financial statements.

Aonett Contis Toobhomnasy LLP
Arnett Carbis Toothman LLP

Charleston, West Virginia
January 29, 2015

101 Washington Street East | P.0. Box 2629
Charleston, WV 25301
304.346.0441 | 800.642.2601

L
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CONSOLIDATED BALANCE SHEETS (continued)

Champion Industries, Inc. and Subsidiaries

October 31,
2014 2013
Liabilities and shareholders’ equity
Current liabilities:
Accounts payable $ 4,518,634 $ 6,925,532
Accrued payroll and commissions 583,529 767,638
Taxes accrued and withheld 666,166 745,658
Accrued expenses 1,553,978 1,785,035
Current portion liabilities held for sale/discontinued
operations (see Note 3 and Note 11) — 315
Debt discount (see Note 3) (138,520) —
Notes payable (see Note 3) 10,947,218 902,565
Notes payable - related party (see Note 3) 2,500,000 —
(apital lease obligations (see Note 3) 14,931 13,817
Total current liabilities 20,645,936 11,140,560
Long-term debt, net of current portion:
Notes payable (see Note 3) 128,690 9,494,727
Notes payable - related party (see Note 3) - 2,500,000
Debt discount (see Note 3) — (477,387)
Capital lease obligations (see Note 3) 28,381 42,563
Long-term portion liability held for sale/discontinued
operations (see Note 3 and Note 11) — 492,989
Other liabilities — 150
Total liabilities 20,803,007 23,193,602
Shareholders’ equity:
Common stock, $1 par value, 20,000,000 Class A voting
shares authorized; 11,299,528 shares issued
and outstanding 11,299,528 11,299,528
Common stock, Class B nonvoting stock, $1 par value,
5,000,000 shares authorized, -0- shares issued
and outstanding — —
Additional paid-in capital 24,279,179 24,279,179
Retained deficit (32,373,321) (31,241,687)
Total shareholders’ equity 3,205,386 4,337,020
Total liabilities and shareholders’ equity $ 24,008,393 $ 27,530,622

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY (DEFICIT)

Champion Industries, Inc. and Subsidiaries

Additional
Common Stock Paid-In Retained Comprehensive
Shares Amount Capital (Deficit) Total
Balance, October 31, 2011 11,299,528 $ 11,299,528 § 23,267,024 $ (13,638,306) $ 20,928,246
Comprehensive (loss):

Net (loss) for 2012 — — — (23,317,775) (23,317,775)
Total comprehensive loss — — — (23,317,775) (23,317,775)
Stock warrants - — 1,012,155 — 1,012,155
Balance, October 31, 2012 (Restated) 11,299,528 $ 11,299,528 $ 24,279,179 $ (36,956,081) $ (1.377,374)
Comprehensive loss:

Net loss for 2013 = — — 5,714,394 5,714,394
Total comprehensive loss — — — 5,714,394 5,714,394
Balance, October 31, 2013 11,299,528 § 11,299,528 § 24,279,179 $ (31,241,687) $ 4,337,020
Comprehensive (loss):

Net (loss) income for 2014 - - — (1,131,634) (1,131,634)
Total comprehensive (loss) - - — (1,131,634) (1,131,634)
Balance, October 31, 2014 11,299,528 $11,299,528 $ 24,279,179 $(32,373,321) $ 3,205,386

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS (continued

Champion Industries, Inc. and Subsidiaries

Year Ended October 31,
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2014 2013 2012
Cash flows from investing activities:
Purchase of property and equipment (761,367) (544,643) (697,196)
Proceeds from sale of fixed assets 502,829 170,348 306,548
Proceeds from assets held for sale — 816,667 —
Change in other assets (5.807) 13,584 (52,810)
Net cash (used in) provided by investing activities
continuing operations (264,345) 455,956 (443,458)
Net cash provided by investing
activities discontinued operations — 11,001,864 3,622,023
(264,345) 11,457,820 3,178,565
Cash flows from financing activities:
Borrowings on line of credit — 20,465,448 17,777,004
Payments on line of credit - (20,157,278) (17,777,004)
Proceeds from term debt 2,637,042 393,497 996,459
Principal payments on long-term debt (2,364,484) (7,660,466 ) (4,973,837)
Financing cost incurred — (229,189) (341,531)
Change in negative book cash — — (1,153,931)
Forbearance fees — — (122,042)
Net cash provided by (used in) financing activities
continuing operations 172,558 (7,187,988) (5,594,882)
Net cash used in financing activities
discontinued operations — (11,052,408) (3,750,000)
172,558 (18,240,396) (9,344,882)
Net (decrease) increase in cash and
cash equivalents (610,104) (416,255) 1,844,797
Cash and cash equivalents at beginning of year 1,428,542 1,844,797 ——
Cash and cash equivalents at end of year $ 818,438 $ 1,428,542 $ 1,844,797

See notes to consolidated financial statements.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries

The Company encounters risks associated with sales and the collection of the associated accounts receivable. As such, the Company
records a provision for accounts receivable that are considered to be uncollectible. In order to calculate the appropriate provision, the
Company primarily utilizes a historical rate of accounts receivable written off as a percentage of total revenue. The historical rate is updated
periodically based on events that may change the rate such as a significant increase or decrease in collection performance and timing of
payments as well as the calculated total exposure in relation to the allowance. Periodically, the Company compares the identified credit risks
with the allowance that has been established using historical experience and adjusts the allowance accordingly.

During 2014 the Company recorded a net recovery of $64,406 compared to bad debt expense for 2013 and 2012 of $143,989, and
$646,670, respectively. The net recovery in 2014 was due to a $0.2 million change in estimate that was partially offset by bad debt expenses
recorded for the year. The allowance for doubtful accounts was $687,844, $972,778, and $1,012,894, as of October 31, 2014, 2013 and 2012.
The actual write-offs for the periods were $220,528, $184,105, and $172,889, during 2014, 2013 and 2012. The actual write-offs occur when
it is determined an account will not be collected. General economic conditions and specific geographic and customer concerns are major
factors that may affect the adequacy of the allowance and may result in a change in the annual bad debt expense.

For the twelve month period ended October 31, 2014, the Company had one customer that made up approximately 10.7% of its
consolidated revenues and 11.7% of its accounts receivable. This customer is a publicly traded Fortune 500 company that we believe to be
in good financial condition and that will remain so for the foreseeable future. The loss of this customer would have a material impact on the
Company’s operations. Otherwise, no single customer contributed more than 3.2% of the Company's consolidated revenues for fiscal 2014.
During the fiscal years ended October 31, 2013, and 2012, no single customer accounted for more than 9.0% of the Company’s total revenues
or 9.1% of its accounts receivable. Due to the project-oriented nature of customers’ printing and furniture requirements, sales to particular
customers may vary significantly from year to year depending upon the number and size of their projects. The Company's ten largest accounts
receivable balances represented 32.1% and 30.2% of gross outstanding accounts receivable at October 31, 2014 and 2013, respectively.

INVENTORIES

Inventories are principally stated at the lower of first-in, first-out, cost or market. Manufactured finished goods and work-in-process
inventories include material, direct labor and overhead based on standard costs, which approximate actual costs.

INVENTORY RESERVES

Reserves for slow moving and obsolete inventories are provided based on historical experience, inventory aging historical review and
management judgment. The Company continuously evaluates the adequacy of these reserves and makes adjustments to these reserves as

required.
PROPERTY AND EQUIPMENT

Depreciation of property and equipment and amortization of leasehold improvements and equipment under capital leases are recognized
primarily on the straight-line and declining-balance methods in amounts adequate to amortize costs over the estimated useful lives of

the assets as follows:

Buildings and improvements 5 - 40 years
Machinery and equipment 3 - 10 years
Furniture and fixtures 5 - 10 years
Vehicles 3 - 5 years

Major renewals, betterments and replacements are capitalized while maintenance and repair costs are charged to operations as
incurred. Upon the sale or disposition of assets, the cost and related accumulated depreciation are removed from the accounts with the
resulting gains or losses reflected in income. Depreciation expense and amortization of leasehold improvements and equipment under
capital leases from continuing operations approximated $1,931,507, $2,169,014, and $2,562,702 for the years ended October 31, 2014,
2013, and 2012 and is reflected as a component of cost of sales and selling, general and administrative expenses.

Long-lived property and equipment are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of the asset may not be recoverable. This evaluation includes the review of operating performance and estimated future
undiscounted cash flows of the underlying assets or businesses.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries

as shipping and handling costs and included in cost of sales of the printing segment and in cost of sales and operating costs, of the
former newspaper segment (reflected as discontinued operations). The office products and office furniture shipping and handling costs
were approximately $0.5 million for 2014, 2013, and 2012 and are recorded as a component of selling, general, and administrative costs.

ACCOUNTING FOR COSTS ASSOCIATED WITH EXIT OR DISPOSAL ACTIVITIES

A liability for a cost associated with an exit or disposal activity is measured initially at its fair value in the period in which the liability
is incurred.

ACCOUNTING FOR STOCK-BASED COMPENSATION

Before the adoption of the current applicable accounting standards, the Company had elected to follow the intrinsic value method in
accounting for its employee stock options. Accordingly, because the exercise price of the Company’s employee stock options equals the
market price of the underlying stock on the date of grant, no compensation expense was recognized. There were no stock option grants
in 2014, 2013 or 2012. Any future stock-based compensation will be measured at the grant date based on the fair value of the award and
it would be recognized as an expense over the applicable vesting periods of the stock award using the straight line method.

FAIR VALUE MEASUREMENTS

There is a fair value hierarchy for those instruments measured at fair value that distinguishes between assumptions based on market
data (observable inputs) and our own assumptions (unobservable inputs). The hierarchy consists of three levels:

Level 1 - Quoted market prices in active markets for identical assets or liabilities
Level 2 - Inputs other than Level 1 inputs that are either directly or indirectly observable; and

Level 3 - Unobservable inputs developed using estimates and assumptions developed by the Company, which reflect those that a
market participant would use.

Our interest bearing debt is primarily composed of a term loan with a private investor. The carrying amount of this facility and its fair
value are discussed further in Note 3.

Cash and cash equivalents consist principally of cash on deposit with banks, all highly liquid investments with an original maturity of
three months or less. The Company’s cash deposits in excess of federally insured amounts are primarily maintained at a large well-known
financial institution.

The carrying amounts of the Company’s accounts receivable, accounts payable, accrued payrolls and commissions, taxes accrued and
withheld and accrued expenses approximates fair value due to their short-term nature.

Goodwill and other intangible assets are measured on a non-recurring basis using Level 3 inputs, as further discussed in Note 10.

NEWLY ISSUED ACCOUNTING STANDARDS

Effective July 1, 2009, changes to the ASC are communicated through an ASU. As of December 23, 2014, the FASB has issued ASU's
2009-01 through 2013-12. The Company reviewed each ASU and determined that they will not have a material impact on the Company’s
financial position, results of operations or cash flows, other than related disclosures to the extent applicable.

NEWLY ADOPTED ACCOUNTING STANDARDS

In June 2011, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2011-05 “Comprehensive
Income: Presentation of comprehensive income.” The amendment to ASC 220 “Comprehensive Income” requires that all non-owner
changes in stockholders’ equity be presented either in a single continuous statement of comprehensive income or in two separate but
consecutive statements. In the two-statement approach, the first statement should present total net income and its components followed
consecutively by a second statement that should present total other comprehensive income, the components of other comprehensive
income and the total of comprehensive income. In December 2011, the FASB issued ASU 2011-12 “Comprehensive Income: Deferral of
the Effective Date for Amendments to the Presentation of Reclassifications of Items Out of Accumulated Other Comprehensive Income in
Accounting Standards Update No. 2011-05.” This amendment to ASC 220 “Comprehensive Income” will defer the adoption of presentation
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entity that represent strategic shifts that have or will have a major effect on an entity's operations and financial results, will require
expanded disclosures for discontinued operations, and will require disclosure of the pretax profit or loss of an individually significant
component of an entity that does not qualify for discontinued operations reporting. The Company will adopt ASU 2014-08 in reporting
periods beginning after December 15, 2014. ASU 2014-08 will expand the disclosures of the Company's discontinued operations. The
Company does not expect a material impact on the financial position, results of operation, or cash flows.

In May 2014, the FASE issued ASU 2014-09, “Revenue from Contracts with Customers: Topic 606" (“ASU 2014-09"). ASU 2014-09
will enhance comparability of revenue recognition practices across entities, industries, jurisdictions, and capital markets, reduce the
number of requirements which must be considered in recognizing revenue, improve disclosure to help users of financial statements better
understand the nature, amount, timing, and uncertainty of revenue that is recognized, and provide guidance for transactions that are
not currently addressed comprehensively. The Company will adopt ASU 2014-09 in reporting periods beginning after December 15, 2016.
The Company does not expect a material impact on the financial position, results of operation, or cash flows.

In August 2014, the FASB issued ASU 2014-15, “Presentation of Financial Statements - Going Concern (Subtopic 205-40): Disclosure of
Uncertainties about an Entity’s Ability to Continue as a Going Concern” (“ASU 2014-15"). ASU 2014-15 provides guidance in GAAP about
management’s responsibility to evaluate whether there is substantial doubt about an entity’s ability to continue as a going concern and
to provide related footnote disclosures. As permitted, The Company adopted the new guidance as of its fiscal year ended October 31,
2014. This new guidance did not impact our financial position, results of operations, comprehensive income or cash flows, other than
the related disclosures to the extent applicable.

2. INVENTORIES

At the dates indicated, inventories consisted of the following:

October 31,
2014 2013
Printing:
Raw materials $ 1,180,361 $ 1,375,675
Work in process 539,023 756,861
Finished goods 1,131,430 1,218,233
Office products and office furniture 1,119,178 1,533,810

$ 3,969,992 $ 4,884,579
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Maturities of debt and capital lease obligations for each of the next five years beginning November 1, 2014 are as follows:

November 1, 2014 through October 31, 2015 $ 13,323,629
November 1, 2015 through October 31, 2016 144,543
November 1, 2016 through October 31, 2017 12,528

November 1, 2017 through October 31, 2018 =
November 1, 2018 through October 31, 2019 —

$ 13,480,700

Effective October 7, 2013 the Company began operating under a Third Amended and Restated Credit Agreement (the “October 2013
Credit Agreement”) as further discussed herein. The following is a sequential summary of the various debt actions through 2014:

DEBT 2014:

We have historically funded our working capital needs from operations, bank borrowings, and capital from shareholders. Presently, our
principal sources of ligquidity are generated from our operations and loans from commercial banks and private companies. Our working
capital requirements are influenced by the level of our operations, the volume of our sales, and the timing of accounts receivable
collections.

Our long-term liquidity will depend on our ability to refinance our debts. The Company’s October 2013 Credit Agreement expires April
1, 2015. At that time, the Company will be required to repay $9.6 million to its Secured Lender. Management expects to be able to
refinance all of its short term loans based on past experience, ability to generate sufficient cash flows from operations and the Company's
credit history. Currently, the Company is pursuing opportunities for longer term financing from a traditional financial institution and will
use these funds to repay its outstanding debt to its current Secured Lender. Our Chief Executive Officer, Marshall T. Reynolds, has also
guaranteed the Company’s existing debt obligations.

DEBT 2013:

The Company operated under the provisions of the Restated Credit Agreement until the event of default notice received on March 25,
2013. From that date the Company operated under an event of default pursuant to two default notifications defined herein.

The Company received a notice of default on March 25, 2013 in a letter dated March 22, 2013, which was reported pursuant to item
2 04 of Form 8-K filed March 26, 2013. This notice of default advised that the Administrative Agent had not waived any event of default
and the Lender Parties expressly reserve all rights and remedies available to them under the Restated Credit Agreement.

The Company received a notice of default on April 30, 2013 in a letter dated April 25, 2013, which was reported pursuant to item 2.04
of Form 8-K filed May 3, 2013. This notice of default advised that the Administrative Agent had not waived any event of default and the
Lender Parties expressly reserved all rights and remedies available to them under the Restated Credit Agreement.

The Notices of Default and Reservation of Rights specifically advised that Events of Default had occurred and continued to exist for the
Company under Section 7.1(b) of the Credit Agreement by reason of: (a) Borrower's noncompliance with the minimum EBITDA covenant,
set forth in Section 6.20(d) of the Credit Agreement, for the Test Periods ended February 28 and March 31, 2013 and for the Notices of
Default filed May 3, 2013 (b) the Company’s failure to perform the covenant set forth in Section 6.31(d) of the Credit Agreement (failure
to complete, no later than March 31, 2013, the Designated Transaction).

On May 31, 2013, the Administrative Agent, the Lenders, all of its subsidiaries and Marshall T. Reynolds entered into the May 2013
Forbearance Agreement which provided, among other things, that during a forbearance period commencing on May 31, 2013, and ending
on September 30, 2013 (unless terminated sooner by default of the Company under the May 2013 Forbearance Agreement), the Lenders
were willing to temporarily forbear exercising certain rights and remedies available to them, including acceleration of the obligations or
enforcement of any of the liens provided for in the Restated Credit Agreement. The Company acknowledged in the May 2013 Forbearance
Agreement that as a result of the existing defaults, the Lenders were entitled to decline to provide further credit to the Company, to
terminate their loan commitments, to accelerate the outstanding loans, and to enforce their liens.

The May 2013 Forbearance Agreement provided that during the forbearance period, so long as the Company met the conditions of the
May 2013 Forbearance Agreement, it could continue to request credit under the revolving credit line.
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The Company reviewed applicable GAAP and determined that extinguishment accounting should be applied in relation to the October
2013 Credit Agreement.

DEBT 2012:

Effective October 19, 2012, the Company began operating under the provisions of the Restated Credit Agreement as further discussed
herein. The following is a sequential summary of the various debt actions in 2012.

The secured and unsecured credit facilities contained restrictive financial covenants requiring the Company to maintain certain
financial ratios. The Company was unable to remain in compliance with certain financial covenants arising under substantially all of its
long-term note agreements. The creditors did not waive the financial covenant requirements.

The Company received a notice of default on December 12, 2011, which was reported pursuant to item 2.04 of Form 8-K filed December
15, 2011. This notice of default advised that the Administrative Agent had not waived the event of default and reserved all rights and
remedies thereof. These remedies included, under the Credit Agreement, the right to accelerate and declare due and immediately payable
the principal and accrued interest on all loans outstanding under the Credit Agreement. The notice of default further stated that any
extension of additional credit under the Credit Agreement would be made by the lenders in their sole discretion without any intention
to waive any event of default.

On December 28, 2011, the Administrative Agent, the Lenders, the Company, all of its subsidiaries and Marshall T. Reynolds entered
into a Limited Forbearance Agreement and Third Amendment to Credit Agreement (the “Limited Forbearance Agreement”) which provided,
among other things, that during a forbearance period commencing on December 28, 2011, and ending on April 30, 2012 (unless
terminated sooner by default of the Company under the Limited Forbearance Agreement or Credit Agreement), the Lenders were willing
to temporarily forbear exercising certain rights and remedies available to them, including acceleration of the obligations or enforcement
of any of the liens provided for in the Credit Agreement. The Company acknowledged in the Limited Forbearance Agreement that as a
result of the existing defaults, the Lenders were entitled to decline to provide further credit to the Company, to terminate their loan
commitments, to accelerate the outstanding loans, and to enforce their liens.

The Limited Forbearance Agreement provided that during the forbearance period, so long as the Company meets the conditions of the
Limited Forbearance Agreement, it may continue to request credit under the revolving credit line.

The Limited Forbearance Agreement required the Company to:

(a) engage a chief restructuring advisor to assist in developing a written restructuring plan for the Company’s business operations;
(b) submit a restructuring plan to the Administrative Agent by February 15, 2012;

(c) provide any consultant retained by the Administrative Agent with access to the operations, records and employees of the Company;
(d) attain revised minimum EBITDA covenant targets; and

(e) provide additional financial reports to the Administrative Agent.

The Limited Forbearance Agreement provided that the credit commitment under the Credit Agreement was $15,000,000 and provided
for a $1,450,000 reserve against the Credit Agreement borrawing base. The Company had borrowed under its $15.0 million line of credit
approximately $9.7 million at December 28, 2011, which encompassed working capital requirements, refinancing of existing indebtedness
prior to The Herald-Dispatch acquisition and to partially fund the purchase of The Herald-Dispatch.

On December 28, 2011, pursuant to the terms of the Limited Forbearance Agreement, a draw of $2.0 million was made on the cash
collateral and $2.0 million was funded in the form of the subordinated unsecured promissory note.

The Company received a notice of default and reservation of rights letter on May 2, 2012, which was reported pursuant to Item 2.04
of Form 8-K filed May 4, 2012.

In a Current Report on Form 8-K filed May 4, 2012, Champion Industries, Inc. (“Champion”) advised that on May 2, 2012, Fifth Third
Bank, as Administrative Agent (the “Administrative Agent”) for lenders under Champion’s Credit Agreement dated September 14, 2007,
as amended (the “Credit Agreement”) had sent Champion a Notice of Default and Reservation of Rights (“Notice of Default”), advising
that Champion’s default under provisions of the Credit Agreement requiring it to maintain certain financial ratios constituted an Event
of Default under the Credit Agreement. The default related to Sections 6.20(a) and 6.20(b) of the Credit Agreement.
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e continue services of bank group consultant as well as continued retention of Company advisors;

e release and term debt pay down of remaining $500,000 under the provisions of the Contribution Agreement hereinafter described;

e continue actions to effectuate certain transactions, including the financing of certain receivables and finalizing the Safeguard
transaction;

e agree to terms on a debt restructuring by September 15, 2012 subject to credit approval and documentation;

e minimum EBITDA covenant for August 2012 of $400,000;

e aggregate revolving credit commitments of $13,000,000.

On October 19, 2012, the Company, the Administrative Agent and other lenders all party to the Company's Credit Agreement dated
September 14, 2007 (as previously supplemented and amended, the “Original Credit Agreement”) entered into a First Amended and
Restated Credit Agreement (“Restated Credit Agreement”) dated October 19, 2012 and Side Letter Agreement dated October 19, 2012.
The Company reviewed the applicable requirements associated with debt modifications and restructurings to determine the applicable
accounting for the Company’s Restated Credit Agreement. The Company determined that modification accounting was appropriate based
on the facts and circumstances of the Company’s analysis as applied to applicable GAAP. A primary determining factor was the imputed
effective interest rate of the Company’s debt being substantially higher after the modification than was present prior to the modification.
This was a key determining factor in assessing whether the Company's secured lender’s had granted a concession. The Restated Credit
Agreement and Side Letter Agreement amended various provisions of the Original Credit Agreement and added various provisions as
further described herein, including but not limited to the following provisions of the Restated Credit Agreement:

o Restated Credit Agreement maturity at June 30, 2013, subject to Champion’s compliance with terms of the Restated Credit
Agreement and Side Letter Agreement.

e  $0.001 per share warrants issued for up to 30% (on a post-exercise basis) of the outstanding common stock of the Company
in the form of non-voting Class B common stock and associated Investor Rights Agreement for the benefits of the Lenders,
subject to shareholder approval. The Company had various milestone dates, which might have reduced the number of warrants
outstanding upon satisfaction of certain conditions. The warrants expire after October 19, 2017.

e Various Targeted Transactions which may require the sale of various assets, divisions or segments upon the achievement of
agreed upon value benchmarks among other considerations and if not successfully completed by the applicable milestone dates
will be considered an event of default.

e  Existing debt restructured into a $20,000,000 Term Loan A, $6,277,743.89 Term Loan B, $4,000,000 Bullet Loan and
$9,025,496.00 Revolver Loan.

e A $10,000,000 revolving credit facility with a sublimit of up to $3,000,000 for swing loans. Outstanding borrowings thereunder
may not exceed the sum of (1) up to 85% of eligible receivables (reduced to 80% of eligible receivables effective December 30,
2012) plus (2) up to the lesser of $5,000,000 or 50% of eligible inventory.

e Targeted interest rates as follows based on a LIBOR borrowing option; Term Note A at LIBOR plus 8%, Term Note B at 0%
(subject to a deferred fee of 16% per annum with various milestone dates reducing or forgiving such fees upon successful
completion of such milestones.), revolving loans at LIBOR plus 6% and Bullet Loans A at a rate of LIBOR plus 8%.

e At Champion’s option, interest at a LIBOR Rate plus the applicable margin.

Post default increase in interest rates of 2%.

e  Amendment of various covenants as further described in the Restated Credit Agreement.

s Fixed Charge Coverage Ratio is required to be 1.0 to 1.0 as of January 31, 2013 and 1.10 to 1.0 as of April 30, 2013 based on a
buildup model commencing October 1, 2012.

e Leverage Ratio is required to be 3.30 to 1.00 as of January 31, 2013 and 3.10 to 1.00 as of April 30, 2013 based on a trailing
twelve month EBITDA calculation.

e Minimum EBITDA pursuant to a monthly build up commencing with the month ended October 31, 2012 of $600,000 increasing
to $1,100,000 for November 30, 2012, $1,600,000 at December 31, 2012, $2,600,000 at January 31, 2013, $3,350,000 at
February 28, 2013, $4,100,000 at March 31, 2013, $5,200,000 at April 30, 2013, $5,550,000 at May 31, 2013 and $5,900,000 at
June 30, 2013.

e  Maximum Capital expenditures are limited to $1,000,000 for fiscal years commencing after October 31, 2012.

e Enhanced reporting by Champion to Administrative Agent.

e  Continued retention of a Chief Restructuring Advisor and Raymond James & Associates, Inc. as well as continued retention by
Secured Lenders of their advisor.

e $100,000 fee due at closing plus monthly Administrative Agent fees of $15,000 monthly through June 30, 2013.
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4. EMPLOYEE BENEFIT PLAN

The Company had a Profit Sharing Plan that covered all eligible employees and qualified as a Savings Plan under Section 401(k) of the
Internal Revenue Code. Effective January 1, 1998, the Profit Sharing Plan was merged into The Champion Industries, Inc. 401(k) Plan (the
“plan”). The Plan covers all eligible employees who satisfy the age and service requirements. Each participant may elect to contribute up
to 15% of annual compensation and the Company previously contributed 100% of the participant’s contribution not to exceed 2% of the
participant’s annual compensation. The Company eliminated the employer match, as previously described, in the second quarter of 2010.
The Company may make discretionary contributions to the Plan. The Company incurred no 401(k) match expense under these plans for
the years ended October 31, 2014, 2013 and 2012.

The Company's accrued vacation liability as of October 31, 2014 and 2013 was approximately $569,000 and $567,000. This item is
classified as a component of accrued expenses on the financial statements.

The Company’s 1993 Stock Option Plan provided for the granting of both incentive and non-qualified stock options to management
personnel for up to 762,939 shares of the Company’s common stock. In March 2004, the Company’s 2003 stock option plan was adopted
to provide for the granting of both incentive and non-qualified stock options to management personnel for up to 475,000 shares of the
Company’s common stock.

The option price per share for incentive stock options shall not be lower than the fair market value of the common stock at the date
of grant. The option price per share for non-qualified stock options <hall be at such price as the Compensation Committee of the Board
of Directors may determine at its sole discretion. All options to date are incentive stock options. There were no options outstanding as
of October 31, 2014, 2013, and 2012. Options vest immediately and may be exercised within five years from the date of grant.
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A reconciliation of the statutory federal income tax rate to the Company’s effective income tax rate for continuing operations is as

follows:
Year Ended October 31,

2014 2013 2012
Statutory federal income tax rate (34.0) % (34.0) % 34.0 %
State taxes, net of federal benefit (7.6) (1.8) 12.2
Change in valuation allowance 42.8 265.8 (452.5)
Disallowed deferred tax asset-related party — (220.1) —_
Selling expenses (1.2) (1.4) (2.7)
CODI, Insolvency Exemption debt basis 2o 3.1 —
Goodwill — (10.3) —
Other — 0.6 1.5
Effective tax rate, benefit (expense) - Y% 1.9 o (407.5) %

The Company excluded debt cancellation from cancellation of debt income (“CODI”) from the income tax liability in 2013 in accordance
with applicable Internal Revenue Service guidelines regarding insolvency where the amount of debt cancellation excluded from gross
ordinary income is applied to attribute reductions. The insolvency calculation is based on IRS guidelines associated with liabilities in
excess of the fair market value of assets immediately prior to the debt cancellation. The attribute reductions are ordered and reduce net
operating losses, various credits, capital losses, and asset basis among other attribute reductions if applicable and necessary. As a result
of the CODI exception provided in Internal Revenue Code Section 108 the Company reduced its net operating losses, applicable credits
and asset basis in accordance with the applicable ordering rules.

In 2014, as a result of the attribute reductions to exclude the Company’s CODI from taxable income in 2013, the company incurred $6.4
million of attribute recapture income for tax purposes. As such, the Company used net operating loss carry forwards to offset attribute
recapture income.

The Company had previously fully reserved its net deferred tax assets which included assets associated with The Herald-Dispatch. As a
result of the sale of The Herald-Dispatch, and associated Internal Revenue Service Code Regulations associated with losses with respect to
transactions between related taxpayers, the Company has deemed aggregate gross losses associated with this sale of $32.0 million to be
disallowed for federal and state tax purposes. Accordingly, due to the permanent disallowance of these losses the Company has deemed
this to be a worthless tax benefit and wrote-off the deferred tax asset and valuation allowance accordingly. (See disallowed deferred tax
assets-related party in rate reconciliation above)

The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income during the periods in which
those temporary differences become deductible. The Company considers a multitude of factors in assessing the utilization of its deferred
tax assets including the reversal of deferred tax liabilities, projected future taxable income and other assessments, which may have an
impact on financial results. The Company determined in the second quarter of 2012 that, primarily as a result of its inability to enter
into an amended credit facility upon the expiration of the Limited Forbearance Agreement on April 30, 2012, as well as the potential for
a substantial increase in interest rates and fees coupled with the uncertainty regarding future interest rate increases that the Previous
Secured Lenders may impose on the Company that a full valuation allowance of the Company’s deferred tax assets, net of deferred tax
liabilities, is necessary to measure the portion of the deferred tax asset that more likely than not will not he realized. As a result of the
Restated Credit Agreement entered into on October 19, 2012, the Company reassessed its valuation allowance and determined that the
relative short term maturity of the Restated Credit Agreement coupled with the increase in interest rates indicated that a full valuation
was warranted at October 31, 2012. As a result of the October 2013 Credit Agreement entered into on October 7, 2013 the Company
reassessed it’s previous determination regarding its valuation allowance and determined that a full valuation was warranted. The Company
currently intends to maintain a full valuation allowance on our deferred tax assets until sufficient positive evidence related to our sources
of future taxable income exists and the Company is better able to identify a longer term solution to our current credit situation. The
amount of deferred tax asset considered realizable could be adjusted in future periods based on a multitude of factors, including but not
limited to a reassessment of our credit position, and such adjustments may be material to the Consolidated Financial Statements.

The Company's effective tax rate for continuing operations for 2014 was 0.0% compared to a benefit of 1.9% in 2013 and an expense
of (407.5)% for 2012. The primary difference in tax rates between 2013 and 2012 and for 2012 between the effective tax rate and
the statutory tax rate is a result of the valuation allowance taken against our deferred tax assets in the second quarter of 2012 in the
amount of $15.2 million and a valuation allowance increase of an incremental $0.8 million in the third and fourth quarters of 2012. The
effective income tax rate approximates the combined federal and state, net of federal benefit, statutory income tax rate and may be
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2015 $ 442,560
2016 427,348
2017 367,939
2018 278,632
2019 174,088
Residual 21,000

$ 1,711,567

The Company participates in a self-insurance program for employee health care benefits with affiliates controlled by its Chief Executive
Officer and as such is responsible for paying claims of Company participants as required by the plan document. The Company is allocated
costs primarily related to the reinsurance premiums based on its proportionate share to provide such benefits to its employees in addition
various personnel of the Company perform certain administrative functions for the independent third party administrator. The Company's
allocated expense related to this program (excluding claims paid) for the years ended October 31, 2014, 2013 and 2012 was approximately
$0.3, $0.3 million, and $0.4 million. (expenses are inclusive of discantinued operations for 2013 and 2012)

During 2013 and 2012, the Company utilized an aircraft from an entity controlled by its Chief Executive Officer and reimbursed the
controlled entity for the use of the aircraft, fuel, aircrew, ramp fees and other expenses attendant to the Company’s use, in amounts
aggregating $34,000 and $128,000. The Company did not utilize this aircraft during 2014 and thus incurred no related expenses. When
this service is used, the Company believes that such amounts are at or below the market rate charged by third-party commercial charter
companies for similar aircraft.

The Company is self-insured for certain of the claims made under its employee medical insurance programs. The Company had recorded
liabilities totaling $0.5 million and $0.7 million for estimated costs related to outstanding claims as of October 31, 2014 and 2013,
respectively. These costs include an estimate for expected settlements on pending claims, administrative fees and an estimate for claims
incurred but not reported that we incorporated into a trend and lag analysis utilizing a variety of factors including historical claims trends
and various processing statistics provided by the Company’s third party claims administrator. These estimates are based on management’s
assessment of outstanding claims, historical analyses and current payment trends. The Company recorded an estimate for the claims
incurred but not reported using an estimated lag period based upon historical information. The Company believes the reserves recorded
are adequate based upon current facts and circumstances.

On December 29, 2009, the Company, Marshall T. Reynolds, Fifth Third Bank, as Administrative Agent for lenders under the Company’s
Credit Agreement dated September 14, 2007, and the other lenders entered into a Forbearance Agreement. The Forbearance Agreement,
among other provisions, required Marshall T. Reynolds to lend to the Company $3,000,000 in exchange for a subordinated unsecured
promissory note in like amount, payment of principal and interest on which is prohibited until payment of all liabilities under the Credit
Agreement. The subordinated unsecured promissory note, bearing interest at a floating Wall Street Journal prime rate and maturing
September 14, 2014, and a debt subordination agreement, both dated December 29, 2009, were executed and delivered, and Mr. Reynolds
advanced $3,000,000 to the Company. The $3,000,000 was applied to prepayment of $3,000,000 of the Company’s loans. The Forbearance
Agreement expired on March 31, 2010 and the Company entered into a Second Amendment and Waiver to Credit Agreement.

On July 18, 2011, the Company and Mr. Reynolds entered into and consummated an Exchange Agreement pursuant to which the
$3,000,000 subordinated unsecured promissory note, dated December 29, 2009 and delivered in connection with the Forbearance
Agreement, together with $147,875 in accrued interest, was exchanged for 1,311,615 shares of common stock. The ratio of exchange was
$2.40 of principal and accrued interest for one share of common stock. The transaction was completed at a discount of approximately
42.5% of the face value of the subordinated unsecured promissory note and related accrued interest. The transaction was approved by a
majority of the disinterested directors in a separate board meeting chaired by a disinterested director. The transaction resulted in a net
gain on early extinguishment of debt from a related party which is reflected in our consolidated statements of operations. As a result of
the Exchange Agreement, Marshall T. Reynolds beneficially owned over 50% of the Company’s outstanding common stock as a result of

the transaction.

As required by the Second Amendment, the Company, Marshall T. Reynolds and the Administrative Agent entered into a Contribution
Agreement and Cash Collateral Security Agreement dated March 31, 2010 (the “Contribution Agreement”) pursuant to which Mr. Reynolds
deposited $2,500,000 as cash collateral with the Administrative Agent, which the Administrative Agent may withdraw upon an event of
default under the Credit Agreement. This cash collateral was in an account in Mr. Reynolds name with the Administrative Agent and was
not reflected on the Company’s financial statements at October 31, 2011 and 2010.
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7. COMMITMENTS AND CONTINGENCIES

The nature of The Company’s business results in a certain amount of claims, litigation, investigations, and other legal and administrative
cases and proceedings, all of which are considered incidental to the normal conduct of business. When the Company determines it has
meritorious defenses to the claims asserted, it vigorously defends itself.

The Company will consider settlement of cases when, in Management's judgment, it is in the best interests of both the Company and
its shareholders to do so.

The Company periodically assesses its liabilities and contingencies in connection with outstanding legal proceedings utilizing the latest
information available. The Company would accrue a loss on legal contingencies in the event the loss is deemed probable and reasonably
estimable. The accrual is adjusted as appropriate to reflect any relevant developments regarding the legal contingency. In the event of
a legal contingency where a loss is not probable or the amount of the loss cannot be estimated, no accrual is established.

In certain cases, exposure to loss may exist in excess of accruals to the extent such loss is reasonably possible, but not probable. Any
estimate involves significant judgment, given the varying stages of the proceedings (including cases in preliminary stages), as well as
numerous unresolved issues that may impact the outcome of a proceeding. Accordingly, Management's estimate will change from time-
to-time, and actual losses may be more or less than the current estimate. The current loss estimate excludes legal and professional fees
associated with defending such proceedings. These fees are expensed as incurred and may be material to the Company’s Consolidated
Financial Statements in a particular period.

On September 15, 2014 the Company settled a lawsuit for $0.1 million. This case commenced prior to July 31, 2014 and settlement
occurred prior to the issuance of the third quarter financial statements. As such, this settlement was reported for and at the third quarter
ended July 31, 2014 on the balance sheet under the caption “Accrued legal settlements” and the expense is recorded as part of “Selling,
general and administrative” on the Company’s Income Statements. The Company paid this settlement in the fourth quarter of 2014.

While the final outcome of legal proceedings is inherently uncertain, Management uses information currently available, advice of
counsel, and available insurance coverage to estimate exposure to such legal matters. At October 31, 2014 Management believes that
there is no accrual for legal contingencies required. However, in the event of unexpected future developments, it is possible that the
ultimate resolution of these matters, if unfavorable, may be greater than the current estimates discussed above and may be material to
the Company’s Consolidated Financial Statements in a particular period.

8. INDUSTRY SEGMENT INFORMATION

The Company operates principally in two industry segments organized on the basis of product lines: the production, printing and sale,
principally to commercial customers, of printed materials (including brochures, pamphlets, reports, tags, continuous and other forms) and
the sale of office products and office furniture including interior design services.

The Company reports segment information in a manner consistent with the way that our management, including our chief operating
decision maker, the Company's Chief Executive Officer, assesses performance and makes decisions regarding allocation of resources in
accordance with the Segment Disclosures Topic of the ASC.

Our Financial Reporting systems present various data, which is used to operate and measure our operating performance. Our chief
operating decision maker utilizes various measures of a segment’s profit or loss including historical internal reporting measures and
reporting measures based on product lines with operating income (loss) as the key profitability measure within the segment. Product
line reporting is the basis for the organization of our segments and is the most consistent measure used by the chief operating decision
maker and conforms with the use of segment operating income or (loss) that is the most consistent with those used in measuring like
amounts in the Consolidated Financial Statements. During the third quarter of 2012, the Company realigned personnel and divisional
responsibilities between the printing segment and office products and office furniture segments primarily in one location, resulting in
additional SG&A costs of approximately $0.2 million being allocated to the office products and office furniture segment for 2012. These
costs were previously a component of the printing segment.

The identifiable assets are reflective of non-GAAP assets reported on the Company’s internal balance sheets and are typically adjusted
for negative book cash balances, taxes and other items excluded for segment reporting. The assets are classified based on the primary
functional segment category as reported on the internal balance sheets. Therefore the actual segment assets may not directly correspond
with the segment operating (loss) income reported herein. The Company has certain assets classified as held for sale/discontinued
operations representing $256,832 and $493,304 at October 31, 2014 and 2013. These assets were part of the printing and newspaper
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries

The table below presents information about reported segments for the years ended October 31:

2014

Printing

Office Products
& Furniture

Total

Revenues from continuing operations
Elimination of intersegment revenue

$ 39,546,537
(2,169,053)

$ 29,375,140
(3,230,284)

$ 68,021,677
(5,399,337)

Consolidated revenues from continuing operations

$ 37,377,484

$ 26,144,856

$ 63,522,340

Operating income (loss) from continuing operations
Depreciation and amortization

Capital expenditures

Identifiable assets

Goodwill

2013

(360,182)
1,832,458
738,893
16,526,888

Printing

105,932
98,049
22,474

7,224,673
1,230,485

Office Products
& Furniture

(254,250)
1,930,507
761,367
23,751,561
1,230,485

Total

Revenues from continuing operations
Elimination of intersegment revenue

§ 45,460,503
(2,791,035)

$ 34,333,182
(4,679,475)

§ 79,793,685
(7,470,510)

Consolidated revenues from continuing operations

$ 42,669,468

$ 29,653,707

$ 72,323,175

Operating income (loss) from continuing operations
Depreciation and amortization

Capital expenditures

Identifiable assets

Goodwill

2012

(2,228,855)
2,049,191
541,855
18,850,573

Printing

954,451
119,823
2,788
8,186,745
1,230,485

Office Products
& Furniture

(1,274,404)
2,169,014
544,643
27,037,318
1,230,485

Total

Revenues from continuing operations
Elimination of intersegment revenue

$ 56,933,015

(4,758,471)

$ 40,606,947
(5,631,460)

$ 97,539,962
(10,389,931)

Consolidated revenues from continuing operations

$ 52,174,544

$ 34,975,487

$ 87,150,031

Operating income (loss) from continuing operations
Depreciation and amortization

Capital expenditures

Identifiable assets

Goodwill

(1,610,691)
2,449,031
646,727
25,046,667
2,226,837

1,915,331
113,671
50,469
8,025,104
1,230,485

304,640
2,562,702
697,196
33,071,771
3,457,322
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries

Three Months Ended Twelve Months Ended
October 31, October 31, Cumulative
2014 2013 2012 2014 2013 2012 Total

Occupancy and equipment

related costs $ — $ = $ — $ — $43,848 % — $ 1,662,813
Costs incurred to streamline

production, personnel and other —_ — — — — 48,038 612,764
Inventory — — — — — —_ 200,380
Total $ —_ $ — $ — $ —  $43,848 § 48,038 $ 2,475,957

The activity pertaining to the Company's accruals related to restructuring and other charges since October 31, 2012, including
additions and payments made are summarized below:

Costs incurred to

Occupancy and equipment streamline production,
related costs personnel and other Total
Balance at October 31, 2012 $ 241,821 $ — $ 241,821
2013 expenses 43,848 — 43,848
Paid in 2013 (285,669) — (285,669)
Balance at October 31, 2013 $ — $ — $ —
2013 expenses — — —
Paid in 2013 — - -
Balance at October 31, 2014 $ = $ — $ —

Effective June 1, 2012 as a result of initiatives implemented by the Company to improve operating efficiency and pursuant to
the Company's restructuring plan submitted to the secured lenders in the second quarter of 2012, the Company's commercial printing
production operation in Cincinnati, Ohio, was consolidated into existing Company facilities in other locations. The Company intends to
continue to service its customer base through a dedicated sales team within this market and supported by personnel at our Chapman
Printing locations. As a result of this action, the Company recorded a reduction in force of 24 employees. The Company also recorded
asset impairment charges of $0.6 million, representing assets classified as held for sale at October 31, 2012. (See Note 11).

The restructuring payments in 2013 were primarily related to a contractual settlement in the form of a promissory note with the
Lessor at the Company’s former location in Bridgeville, Pennsylvania. (see Note 3)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries

Amortization expense for the years ende
Customer relationships related to the acquisition
remaining life of the Company's amortizable int

d October 31, 2014, 2013 and 2012 was $128,000, $140,000, and $145,000, respectively.

expense for each of the following five years and thereafter is:

The changes in the carrying amount of goodwill and other amortizing intangibles for the years ended Octob

2015 $ 122,098
2016 122,098
2017 122,098
2018 122,098
2019 122,098
Thereafter 569,453

$ 1,179,943

of Syscan in 2004 are being amortized over a period of 20 years. The weighted average
angible assets was approximately 5 years at October 31, 2014. Estimated amortization

er 31, 2014 and 2013 were:

GOODWILL
Office
Products and
Printing Furniture Total

Balance as of October 31, 2012

Goodwill 2,226,837 1,230,485 3,457,322

Accumulated impairment losses — — —

2,226,837 1,230,485 3,457,322

Goodwill acquired Fiscal 2013 — — —
Impairment losses Fiscal 2013 (2,226,837) —_ (2,226,837)
Balance as of October 31, 2013

Goodwill 2,226,837 1,230,485 3,457,322
Accumulated impairment losses (2,226,837) — (2,226,837)

— 1,230,485 1,230,485

Goodwill acquired Fiscal 2014 — — —
Impairment losses Fiscal 2014 — — —
Balance as of October 31, 2014

Goodwill 2,226,837 1,230,485 3,457,322

Accumulated impairment losses (2,226,837) — (2,226,837)

$ - $ 1,230,485 $ 1,230,485
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NOTES 10 CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Su
11. DISCONTINUED OPERATIONS AND ASSETS HELD FOR SALE

On July 2, 2012, the Company’s wholly owned subsidiary Interform Corporation sold substantially all of the assets of its Consolidated
Graphic Communications (“CGC”) business headquartered in Bridgeville, Pennsylvania to Safeguard Acquisition, Inc. (“Safeguard”)
pursuant to an asset purchase agreement (“APA”). The Company received $3,100,000 in cash at closing and an additicnal $650,000 in
the fourth quarter of 2012 comprising a settlement of both the working capital calculations and contractual hold back pursuant to the
terms of the APA. The Company had recorded a gain on the sale of such assets in the amount of $1.6 million reflecting the $3,750,000
in cash proceeds for 2012 as a component of discontinued operations.

The Interform subsidiary and the CGC operating division have historically been accounted for in the Company’s printing segment. In
accordance with the applicable accounting guidance for the disposal of long-lived assets, the results of CGC are presented as discontinued
operations and, as such, have been excluded from both continuing operations and segment results for all periods presented.

As part of the Company’s revised restructuring plan submitted to the Company's secured lenders in July 2012 the Company determined
that another division within the printing segment met the criteria of an asset held for sale at July 31, 2012 (Donihe). Therefore, in
accordance with applicable accounting guidance the Company has determined the associated assets and liabilities of this division should
be classified as assets and liabilities held for sale/discontinued operations at October 31, 2012 and Octeber 31, 2013. The Company
recorded an impairment charge in fiscal 2012 of approximately $337,000 as a result of the measurement requirements associated with this
division. This division’s results have historically been accounted for in the Company’s printing segment. In accordance with the applicable
accounting guidance for the disposal of long-lived assets, these results are presented as discontinued operations and, as such, have been
excluded from both continuing operations and segment results for all periods presented.

The Company has also identified certain long-lived assets that are being included as a component of assets held for sale for the Merten
division (“Merten”) which retains a sales presence in Cincinnati, Ohio. As part of the Company’s revised restructuring plan submitted to
the Company's secured lenders in July 2012 the Company determined that certain printing segment assets met the criteria of an asset
held for sale of Merten. Therefore, in accordance with applicable accounting guidance the Company has determined certain long-lived
assets of this division should be classified as assets held for sale at October 31, 2012 (These assets were sold in December 2012).

The Company recorded an impairment charge of approximately $309,000 in fiscal 2012 as a result of the measurement requirements
associated with assets classified as held for sale of the Merten division. The Merten results have historically been accounted for in the
Company’s printing segment. In accordance with the applicable accounting guidance, since the Company currently intends to retain a
sales presence in Cincinnati and is attempting to retain customers through Chapman Printing-Huntington location, the operations of
Merten would continue to be classified as continuing operations.

In December 2012, the Company completed the sale of substantially all of the property and equipment at Donihe and Merten for
$1,050,000, net of commissions, and in December 2012, the Company completed the sale of Donihe real estate for $175,000.

The Company sold substantially all of the assets of its Blue Ridge Printing, Co., Inc. (“Blue Ridge”) subsidiary on June 25, 2013 to
BRP Company, Inc. pursuant to an Asset Purchase Agreement. The Company received approximately $942,000 net of commissions at
closing subsequently reduced by net liquidity adjustments approximating $22,000. Blue Ridge has historically been accounted for in the
Company's printing segment. In accordance with the applicable accounting guidance for the disposal of long-lived assets, the results of
Blue Ridge are presented as discontinued operations and, as such, have been excluded from both continuing operations and segment

results for all periods presented.

On July 12, 2013, the Company’s wholly owned subsidiary Champion Publishing, Inc. sold substantially all the assets of its newspaper
operations (The “Herald-Dispatch”) headquartered in Huntington, West Virginia to HD Media Company, LLC pursuant to an Asset Purchase
Agreement. The Company received approximately $9,700,000 net of selling commissions and pro-rated taxes. The Herald-Dispatch has
historically been accounted for in the Company's newspaper segment representing this segments only operating entity. In accordance with
the applicable accounting guidance for the disposal of long-lived assets, the results of The Herald Dispatch are presented as discontinued
operations and, as such, have been excluded from both continuing operations and segment results for all periods presented.

The Company has identified one Company owned facility within the printing segment that the Company intends to sell. This facility
does not house any of the Company’s operations other than its limited warehousing use. This facility is carried at its carrying amount of
$257,000 and is reported as assets held for sale on the Company's balance sheets at October 31, 2014. The Company believes the carrying
amount to currently be lower than the estimated fair value less cost to sell.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Champion Industries, Inc. and Subsidiaries

Lhe

The major classes of assets and Liabilities held for sale and of discontinued operations included in the Consolidated Balance Sheets are
as follows (see Note 3 for discussion of debt allocated to liabilities held for sale/discontinued operations):

Held for Discontinued Total Held for Discontinued Total
Sale Operations Sale Operations

October 31, 2014 October 31, 2013

Assets:

Accounts receivable
Inventories — — —
Other current assets — — —
Property and equipment, net 256,832 — 256,832 369,073 — 369,073
Other assets — — — -

$ — 3 — 3 — $ e $ 124,231 $§ 124,231

Total current assets 256,832 — 256,832 369,073 124,231 493,304

Property and equipment, net — — =5
Other assets = — ==

Total noncurrent assets T - fil

Total assets held for sale/
discontinued operations $ 256,832 % — § 256,832 $ 369,073 $ 124,231 $ 493,304

Liabilities:
Accounts payable $ — 3 — 3 — $ = $ — 3 —
Deferred revenue — == .

Accrued payroll and commissions — — —
Taxes accrued and withheld — — =
Accrued expenses = —
Debt (see Note 3) — — — = =

Total current liabilities — — — 315 315

Total non-current liabilities debt — — — 369,073 123,916 492,989

Total liabilities held for sale/
discontinued operations $ — 3 — 3 — $ 369,073 $ 124,231 § 493,304

At October 31, 2013, the Company had two properties and accounts receivable classified as held for sale. Pursuant to applicable
guidance, the Company also classified a like amount of the carrying values of these assets, which represents debt, to liabilities held for

sale.

During 2014, the company sold and received funds for a property classified as held for sale. The Company obtained a release from its
creditor and these funds were not used for debt repayment. The Company anticipates similar treatment for future sales of the remaining
property held for sale at October 31, 2014, and thus did not reclassify debt to Liabilities held for sale.

In addition to historical practice, the Company’s Management determined, considering conservatism and materiality, that reporting
debt as a liability held for sale that is associated with an asset held for sale may not be the best presentation as the asset's ultimate sale

was not certain.
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Champion

(B) On or prior to June 30, 2013, the right to purchase all but not less than all of the Warrants upon payment in full and in cash of
(a) net proceeds from the sale of a designated transaction at a certain net sales price on or before March 31, 2013 and (b) all
outstanding obligations owed under the Amended Credit Agreement on or before June 30, 2013;

(C) The option to purchase fifty percent (50%) but not less than fifty percent (50%) of then outstanding Warrants on March 31,
2013 and the payment in full and in cash on or before March 31, 2013 of all net cash proceeds from the sale of the designated

transaction in an agreed upon amount;

(D) The right to purchase all but not less than all the outstanding Warrants on or prior to April 30, 2013 upon payment in full and
in cash of all outstanding obligations owing under the Amended Credit Agreement;

(E) The right to purchase seventy five percent (75%) but not less than seventy five percent (75%) of the then outstanding Warrants
on April 30, 2013 and prior to May 31, 2013 upon payment in full and in cash of all outstanding obligations owing under the

Amended Credit Agreement; and

(F) The right to purchase fifty percent (50%) but not less than fifty percent (50%) of the then outstanding Warrants on May 31, 2013
and prior to June 30, 2013 upon the payment in full and in cash of all outstanding obligations owing under the Amended Credit

Agreement.

The Company will be required to file a Form S-1 Registration Statement with the United States Securities and Exchange Commission
registering Company Common Stock attributable to the Warrants if at any time it receives a request to do so from Holders of twenty five
percent (25%) of such securities then outstanding with respect to at least forty percent {(40%) of such securities (or a lesser percent if
the anticipated aggregate offering price, net of selling expenses, would exceed $5,000,000).

The Company will be required to file a Form 5-3 Registration Statement, if it is eligible to use such form, upon request of Holders of
at least ten percent (10%) of the Common Stock attributable to the Warrants with respect to such Common Stock having an anticipated

offering price, net of selling expenses, of at least $1,000,000.

The Company has the right, exercisable no more than once in any twelve (12) month period, to decline such demand registration if
the Company’s Board of Directors determines, in its good faith judgment, that it would be materially detrimental to the Company and its
shareholders for such registration statement to become effective, it would materially interfere with a significant corporate transaction,
require premature disclosure of material information that the Company has a bona fide business purpose for preserving its confidentiality
or render the Company unable to comply with SEC requirements.

In the event that Marshall T. Reynolds, beneficial owner of fifty-three and seven-tenths percent (53.7%) of currently issued and
outstanding Company Common Stock (exclusive of Mr. Reynolds warrant assignment) proposes to transfer, sell or otherwise dispose of
any of his Company Common Stock which represents in the aggregate five percent (5%) or mare of the then outstanding Company
Common Stock, the Holders shall have the right to require the proposed purchaser to purchase from them (i) all shares owned by them
if the proposed transfer by Mr. Reynolds to the proposed purchaser is for one hundred percent (100%) of the shares held by him, or (ii)
up to the number of whole shares owned by the Holders equal to the sum of (a) the number derived by multiplying the total number of
shares Mr. Reynolds proposes to transfer by a fraction the numerator of which is the total number of shares owned by the Holders and the
denominator of which is the total number of shares of the Company then outstanding and any additional shares that the Holders shall

be entitled to have purchased.

On and after April 19, 2017, each Warrant Holder, whether holding Warrants and/or shares of any Company Common Stock received as
a result of the exercise of any Warrant, shall have the option to require the Company to purchase all, but not less than all of the Warrants
and such Common Stock for a purchase price equal to $0.001 per share.
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14. EARNINGS (LOSS) PER SHARE

(Loss) earnings per share (EPS) were computed as follows:

Weighted
(Loss) Average Per Share
Income Shares Amount
Year Ended October 31, 2014
Net (loss) from continuing operations $ (1,131,634) 11,300,000 $ (0.10)
Net income from discontinued operations — 11,300,000 —
Net (loss) (1,131,634)
Basic (loss) earnings per share:
Net income available to common shareholders, total (1,131,634) 11,300,000 (0.10)
Effect of dilutive securities stock options/warrants —
Diluted (loss) per share:
Net (loss) available to common shareholders
and assumed conversions $ (1,131,634) 11,300,000 $ (0.10)
Year Ended October 31, 2013
Net income from continuing operations $ 5,631,452 11,300,000 $ 0.50
Net income from discontinued operations 82,942 11,300,000 0.01
Net income 5,714,394
Basic earnings per share:
Net income available to common shareholders, total 5,714,394 11,300,000 0.51
Effect of dilutive securities stock options/warrants 4,814,000

Diluted earnings per share:
Net income available to common shareholders
nd assumed conversions $ 5,714,394 16,114,000 $ 0.36

Candassumed comersions 2 T
_endgsmedemeses

Year Ended October 31, 2012

Net (loss) from continuing operations $ (14,605,151) 11,300,000 $ (1.29)
Net (loss) from discontinued operations (8,712,624) 11,300,000 (0.77)
Net (loss) (23,317,775)

Basic (loss) per share:

Net loss available to common shareholders, total (23,317,775) 11,300,000 (2.06)

Effect of dilutive securities stock options/warrants —
Diluted (loss) per share:
Net loss available to common shareholders
and assumed conversions $ (23,317,775) 11,300,000 $ (2.06)

e e e e
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PRODUCTION NOTES

COVER
Paper | Endurance, 100# Gloss Cover
Ink | 4-color process, spot varnish

PICTORIAL / NARRATIVE
Paper | Endurance, 100# Silk Text
Ink | 4-color process

FINANCIAL
Paper | Springhill, 70# Text Ivory Smooth Opaque
Ink | 2-color, PMS 485 and Black

Printing
Chapman Printing Company - Parkersburg
Printed with 200-line Sublima Screening

Embossing and Binding
Chapman Printing Company - Huntingfon

Layout and Design
Bulldog Creative Services, Hunfington, WV
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commercial printing, business forms manufacturing, wideformat printing,
including banners, wall coverings, displays, signage, and other printed
products up to five feet by ten feet, office products and office furniture,
mailing solutions, full-service commercial interior design, including color
and fabric choices, space planning, installation, and ongoing support post

project completion, and warehousing and fulfillment of print and office

supply goods.
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“AT CHAMPION, WE FEEL
WE HAVE MADE GREAT STRIDES IN
REALIGNING OUR VISION AND ENHANCING
OUR CORE COMPETENCIES IN THE WAKE
OF VERY DIFFICULT ECONOMIC TIMES, NOT
ONLY FOR THE PRINTING AND
OFFICE PRODUCTS INDUSTRY,
BUT THE COUNTRY

AS A WHOLE."”

LETTER
FROM TH
CHAIRMA
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MARSHALL T. REYNOLDS
Chairman of the Board & Chief Executive Officer -
Champion Industries, Inc.

NEAL W. SCAGGS

President - Baisden Brothers, Inc.

GLENN W. WILCOX

Chairman of the Board - Wilcox Travel Agency, Inc.

>| 4 4) BOARD OF DIRECTORS



@ YEARS OF OPERATION
@ YEARS AS CHAMPION

OFFICERS

MARSHALL T. REYNOLDS
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NG MOMENTUM

BUILDING
MOMENTU

For many years, Champion Indusfries has been focused on
oroviding the customer what they want, when they want it.
That has guided many decisions at Champion for over

50 years. That focus hasn't changed, but we have
recognized the need fo ask ourselves if we are
accomplishing that mission in today’s business environment.
We are dedicating ourselves to that at all our divisions and
across all our locations. This infernal review is in process
and has built momentum over the last year. This will carry
Champion fo its future; one in which we understand our

current and prospective custorner needs in an everchanging
Lusiness environment, and we ouffit our operations fo deliver
at the highest professional level across the board.




WE'VE BEEN WORKING HARD,
AND WE ARE ASSESSING OURSEIVES
AND BEING BRUTALLY HOMEST:

WE UNDERSTAND WE HAVE A LOT OF WORK 10 O
DO TO BRING THIS COMPANY. TO HEALTH AND
PROSPERITY, PRUDENT MAMAGEMENT HAS AND “

WILL CONTINUE TO ALLOW US TO MEET ALL OF
OUR OBUGATIONS WHILE WE BUILD MOMENTUM N U M B E R 0 F
TOWARD OUR PROSPEROUS FUTURE * E M p |_ o Y E E S

a 32

JUSTIN T. EVANS
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"CHAPMAN PRINTING
EVALUATES EACH PRINT PIECE
TO FIND WAYS TO ENHANCE THE
APPEARANCE AND FUNCTIONALITY
CF EVERY PROJECT."

TERRI BURGER
Dhivisian .’1.-"1-3:':_}:3-::|'

Chapman Prnfing - Chorlasien

NUMBER OF PRINTING JOBS IN 2015
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"OUR LOMG-TERM RELATIONSHIES

WITH CUENTS REFLECT THE WAY IN WHICH
WE BECOME PARTINERS IN THEIR SUCCESS BY
CREATING THE BEST WORK ENVIRONMENTS

TO MEET THEIR NEEDS AND BUDGETS "

JAMET CLAYMAN
Frstan

IN 2015 CAPITOL BUSINESS
DESIGNED, IMPLEMENTED, AND INSTALLED:

25 18 1

CORPORATE EDUCATIONAL ':_ _ HEALTHCARE HOSPITALITY
FACILITIES FACILITIES FACILITIES FACILITY
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CHAPMAN b :

PRINTING

COMPANY AN
*

River Cities Printing

FULL SERVICE GOMMERCIAL PRINTER

-

W\ CHAPMAN CHAPMAN i

ClEiss Ol » TAG
(QM vJ

CHAPMAN PRINTING COMPANY CHAPMAN PRINTING COMPANY
2450-90 First Avenue | Huntington, WV 25703 405 Ann Street | Parkersburg, WV 26101
p 304.528.2791 | 800.624.3431 | f 304.528.2746 p 304.485.8596 | 800.458.8596 | f 304.485.4793
e cpeprep@champion-industries.com # cpcpkbg@champion-industries.com
* Midsized commercial printer with full digital pre-press * Mid-sized commercial printer with full digital pre-press
* Office product sales ond full color separations
* 1-to 4<color presses up to 28 in. x 40 in. * Office product sales
* Full bindery with auto saddle stitch and perfect binding * 5- and 6 color presses up to 28 in. x 40 in.
* letterpress, envelope presses and foil stamping * Full bindery
* In-house rotary division for manufacturing short- to ¢ Digital Process Color Press

medium-run business forms, laser cut sheets and

continuous snapout
* Off and online MICR encoding RIVER CITIES PRINTING
* Automated presentation folder/gluer 245090 First Avenue | Hunfington, WY 25703

p 304.528.5496 | f 304.528.2746

CHAPMAN PRINTING COMPANY e orders@rivercitiesprinting.com
953 Point Marion Road | Suite A e Stick-on labels/ads
Morgantown, WV 26508 * Single sheet flyers/newspaper inserts
p 304.284.0200 | f 304.284.0209 ® Menus and placemats

* Posteards and business cards
* Printing sales headquarters with full digital pre-press

* Office product sales US TAG
® Full line printing and services distribuior 245090 First Avenue | Huntington, WV 25703
: E”l?.*””“’“fgeme”* p 304.691.5046 | 800.638.1018
. BoR e » f 304.691.5060 | 800.625.6076
MzB'I &-commerce solufions e ustag@champion-induystries.com
* Mai
* Digital print * Stock and custom tag manufacturer

* Small-sized commercial printer with full digital pre-press
* 1-to 3<olor presses up to 14 in. x 20 in.

® letfterpress up to 18 in. x 22 in.

* Full bindery

PRINTING DIVISIONS




A DIVISION OF CHAMPION INDUSTRIES, ING.

"AS A LOCAL COMPANY, WE BUILD

RELATIONSHIPS WITH OUR CUSTOMERS

THAT HELF TO MAKE LR

COMMUNITIES STRONGER "

SMITH & BUTTERFIELD -

2800 Lynch Road | Evansville, IN 47711 JOHMN ANDERSON
P 812.422.3261 [ 800.321.6543 | f 812.429.0532 it

* Full line of office products and supplies

* Data products and supplies

* Office furniture: A-Grade; Mid-range; Budget;
Pre-owned

* Design services

* Printing sales

STATIONERS

100 industrial Lane | Huntington, WY 25702
p 304.528.2780 | 800.842.7200 | f 304.528.2795
e echamp@champion-indusiries.com

* Full line of office products and supplies

* Data products and supplies

* Office furniture: A-Grade; Mid-range; Budget; Pre-owned
* Design services




SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial dala for each of the five years in the period ended Ociober 31, 2015, have
been derived from the Audited Consolidated Financial Statements of the Company. The information set forth below should be read
in conjunction with the Audited Consolidated Financial Statements, related notes, and the information confained in Management's
Discussion and Analysis of Financial Condition and Results of Operations appearing elsewhere herein.

Year Ended October 31,
2015 2014 2013@ 2012% 2011w
{Restated)
OPERATING STATEMENT DATA: {In thousands, except share and per share datal
Revenues:
Printing $ 36,454 $37,377 $ 42,670 $ 52,174 $ 52,064
Cffice products and office furniture 24,831 26,145 29,653 34,976 34,546
Tofal revenues 61,285 63,522 72,323 87,150 86,610
Cost of sales:
Printing 27,810 28,366 30,373 37,810 37,748
Office products and office furniture 18,293 19,197 21,043 24,936 24,521
Total cost of sales 46,103 47,563 51,416 62,746 62,269
Gross profit 15,182 15,059 20,907 24,404 24,341
Selling, general and administrative expenses 15,393 16,213 19,910 23,742 21,579
Restructurings/asset impairments costs — - 2,271 357 652
{Loss) income from operations (211) (254) {1,274) 305 2,110
Other income (expense):
Interest expense - related party (82} (82 (82 (58) [65)
Inferest expense {775) (1,056) {4,204) (3,112} (2,944}
Gain on eaily extinguishment of debt to
a related party = = < - 1,338
Gain on debt forgiveness = = 11,118 — =
Other (expense] income {31) 260 {32) [13) 50
{Loss) income from continuing operations
before income taxes {1,099) (1,132 5,526 {2,878) 489
Income fax (expense] benefit 92) - 105 {11,727 (211}
Net {loss) income from
confinuing operations {1,191} (1,132 5,631 (14,605) 278
Net {loss] income from discontinued operations - - 83 18,713} (4,254]
Net (loss) income $ (1,191) $ (1,132) $ 5714 $ (23,318 $ 13,976
(Loss) earnings per share:
Basic
Continuing operafions $ (oam $ [0.10) $ 050 $ {1.29) $ 003
Discontinued operations - — 0.01 (0.77) {0.41}
$ {0.11} $ (0.10) $ 0.51 $  [2.06) $ {0.38)
Diluted
Continuing operations $  (0a1) $ (0.10) $ 035 $ (1.29) $ 003
Discontinued operations - - 0.01 {0.77) {0.41)
$ (0.11} $ 10.10) $ 036 $ (2.0 $ (0.38)

£1
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

OVERVIEW

Champion Industries, Inc. is o business solutions provider specializing in commercial printing, business forms manufacturing and office
praducts and office furiture in regional markets east of the Mississippi River. The Company has historically grown through strafegic
acquisitions and inferal growth, After a period of difficult times, the Company has diligently built with the future in mind; this includes
maintaining the exisfing falent af the Company in addition to bringing in new talent with fresh perspectives. As we recover, we look
to continue the tradition of intemal growth by increasing existing business and adding new product lines, and external growth through
acquisition,

The Company’s nef revenues consist primarily of sales of commercial printing, business forms, tags, other printed products, document
output solutions including rendering, inserting and mailing, office supplies, office fumiture, and data products and office design services.
At the end of fiscal 2015 the Company added a wide format printing line to its product offerings; which includes signage, banners,
displays, window clings, wall coverings and prinfing on materiails up to two inches thick and dimensions of Sfeet x10 feet. The Company
recognizes revenues when products are shipped or ownership is fransferred and when sevices are rendered fo the cusiomer. The
Company’s revenues are subject to seasonal fluctuations caused by variations in demand for its products.

The Company's cost of sales primarily consists of raw materials, including paper, ink, pre-press supplies and purchased office
supplies, fumiture and data products, and manufacturing costs including direct labor, indirect labor and overhead. Significant factors
affecting the Company’s cost of sales include the costs of paper in printing, office supplies, costs of labor and ofher raw materials.

The Company’s operating costs consist of selling, general and administrative expenses. These costs include salaries, commissions and
wages for sales, customer service, accounting, adminisfrative and executive personnel, insurance, rent, utilities, legal, audit, information
systems equipment costs, software maintenance and depreciation.

CRITICAL ACCOUNTING POLCIES INVOLVING SIGNIFICANT ESTIMATES

The Company's significant accounting policies are described in Note 1 to the Consolidated Financial Statements included in Hem
15 of this Form 10K. The discussion and analysis of the financial statements and results of operations are based upon the Company's
consolidated financial statements, which have been prepared in accordance with accounting principles generally accepted in the United
States. The preparation of these financial statements requires management to make estimates and judgments that affect the reported
amounts of assets, lighilifies, revenves and expenses and related disclosure of contingent assets and liabilities. The following critical
accounting policies affect the Company's more significant judgments and estimates used in the preparation of the Consolidated Financial
Statements. There can be no assurance that actual results will not differ from those estimates.

Restatement of Frior Year: The Company has applied SEC Staff Accounting Bullefin [SAB) No. 108, Considering the Effects of Prior
Year Misstatements when Quantifying Misstatements in Current Year Financial Stafements. SAB No. 108 stafes that registrants must
quantify the impact of correcting all misstatements, including both the carryover [iron curain method) ond reversing {rollover method]
effects of prioryear misstatements on the currentyear financial statements, and by evaluating the error measured under each method in
light of quantitative and qualitative factors. Under SAB No. 108, prioryear misstatements which, if corrected in the current year would
be material to the current year, must be corrected by adjusting prior year financial statements, even though such comection previously
was and continues to be immaferial to the prioryear financial statements. Correcting priorysar financial statements for such “immaterial
ermors” does not require previously filed reports to be amended. Such corrections will be made the next fime fhe Company files the prior-

year financial statements.

In applying the requirements of SAB No. 108, the Company defermined that the warrants issued as a result of the Restated Credit
Agreement (see Note 3) were freestanding financial instruments and classified these as q component of shareholders’ equity. The
warranis were initially deemed to be non-deductible for tax purposes. Therefore the Company had recorded a deferred tax liability in
2012. The Company subsequently determined that the deferred tax liability associated with the warrant issuance should be reflected as
an increased tax rate over the term of the debt discount amortization if the warrants were not deductible for tax purposes. Accordingly,
the Company’s deferred tax asset valuation allowance would increase as a result of the equity classification. Therefore, for 2012, the
Company identified approximately $0.4 million or $0.04 per share from continuing operations of noncash deferred tax adjustments.
Correspondingly the Company's additional paickin capital was increased $0.4 million ond deferred tox liabifity was decreased $0.4
million. In 2013, the Company determined that the warrants for tax purposes should be treated as original issue discount and be fox
deductible and amortized over the life of the Restated Credit Agreement.
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The Company performed Step 1 of the Goodwill impairment test for the printing segment with the assistance of a third party vatuation
specialist using the income approach and the testing indicated a value less than the carrying value of the segment ot January 31, 2013.

As a result of the Step 1 test, the Company defermined it was required to proceed to Step 2 of goodwill impairment testing for the
printing segment in the first quarler of 2073. The Step 2 test results were completed in the second quarter of 2013 with the assistance
of a third pary valuation specialist and supperted the conclusion to record an impairment charge in the first quarter of 2013 of $2.2
million. Subsequent reversal of a previously recognized goodwill impairment loss is prohibited once the measurement of that loss is
recognized, in accordance with applicable standards,

In the fourth quarter of 2015 the Company performed its annual assessment of the remaining indefinitelived intangible assets of
goodwill associated with the office products and office fumiture segment. The Company skipped step “zero” and performed the twosstep
quantitative assessment as prescribed by ASC 350. Step 1 of the impairment test used a discounted cash flow model based on income
of the office products and office fumiture reperting unit to compare fair value to the unit's carrying value. After consideration of the Step
1 results, the Company’s Management felt that the discounied cash flow model was not indicative of value that would be exchenged in
an am'’s length fransaction. Given this, Step 2 of the quantifative assessment was performed. Step 2 compares the implied fair value of
the reporting unit fo its carrying value fo determine impairment using methods common in business combinations. After considering the
results of Step 2, the Company’s management determined that no impaiment of the office products and office fumiture reporting unit's
goodwill existed of October 31, 2015. The Company's Managemen! will continue fo monitor this reporfing unit's performance and will
fest for impairment as warranted. Further declines in revenue and income could ultimately require impairment charges to be incurred that
would be material to the Company’s financial position and resulfs of operation to the extent of the carrying amount of goodwill.

Revenue Recognition: Revenues are recognized when products are shipped or ownership is fransferred and when services are
rendered to customers. The Company acts as a principal party in sales fransactions, assumes title fo products and assumes the risks and
rewards of ownership including risk of loss for collection, delivery or refurns. The Company typically recognizes revenue for the majority
of its products upon shipment to the customer and transfer of title. Under agreements with certain customers, custom forms may be stored
by the Company for future delivery. In these situations, the Company may receive a logistics and warehouse maragement fee for the
services provided. In these cases, delivery and bill schedules are outlined with the customer and product revenue is recognized when
manufacturing is complete and the product is received into the warehouss, tifle transfers fo the customer, the order is invoiced and there
is reasonable assurance of collectability. Since the majority of products are customized, product refurns are not significant. Therefore, the
Company records sales on a gross basis. Revenue generally is recognized net of any taxes collected from customers and subsequently
remilted to government authorities. The costs of delivering finished goods to customers are recorded as shipping and handling costs and
included in cost of sales of the printing segment. The office products and office fumiture shipping and handling costs were approximately
$0.5 million for 2015, 2014, and 2013 and are recorded as a component of selling, general, and administrative costs.

Income Taxes: Provisions for income taxes currently payable and deferred income taxes are based on the liability method. Under this
method, deferred tax assets and liabilities are defermined based on differences between financial reporting and tax basis of assets and
licbilities and are measured using the enacted tax rates and laws that will be in effect when the differences are expected fo reverse. A
valuation allowance is established to reduce deferred tax assets if it is more likely than not that a deferred tax asset will not be realized.

The Company believes that the accounting estimate related to income taxes is a “crifical accounting esfimate” because the underying
assumptions used for the aflowance can change from period to period ond could potentially cause a material impact to the Consolidated

Financial Statements.

Allowance for Doubtful Accounis: The Company encounters risks associated with sales and the collection of the associated accounts
receivable. As such, the Company records a provision for accounts receivable that are considered to be uncollectible, In order to
caleulate the appropriate provision, the Company primarily utilizes a historical rate of accounts recsivable written off as a percentage
of total revenue. The historical rate is updaled periodically based on events that may change the rate such as a significant increase
or decrease in collection performance and fiming of payments as well as the calculated total exposure in relation 1o the allowance.
Periodically, the Company compares the identified credit risks with the allowance that has been established using historical experience

and adjusts the allowance accordingly.

The Company believes that the accounting estimate related to the allowance for doubtful accounts is @ “critical accounting estimate”
because the underlying assumptions used for the allowance can change from periad to peried and could potentially cause a material
impoct to the income statement and working capital.
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RESULTS OF OPERATIONS

The following table sefs forth for the periods indicated information derived from the Company’s Consolidated Statements of
Operations, including certain information presented as a percentage of total revenues.

Yeor Ended October 31,
{$ In thousands)
2015 2014 2013
Revenues:
Printing $ 36,454 59.5% $ 37,377 588 % $ 42,670 359.0¢%
Office products and office furniture 24,831 40.5 26,145 412 29653 410
Tofal revenues 61,285 100.0 63,522 100.0 72,323 100.0
Cost of sales:
Printing 27,810 454 28,366 447 30,373 42.0
Office products and office furniture 18,293 298 19,197  30.2 21,043 291
Total cost of sales 46,103 75.2 47,563 749 51,416  71.1
Gross profit 15,182 24.8 15959 251 20,007 289
Selling, general and
administrative expernses 15,393 25.1 16,213 255 19,910 27.5
Restructuring / asset impairment costs = = = = 2,271 3.1
(Loss) income from operations (211) {0.3) (254] [0.4) (1,274) (1.7)
Other income {expense):
Inferest expense - related party (82) {0.1) i82) [0.1) (82) {0.1)
[nterest expense {775) (1.3) [1,056] (1.7} (4,204) 15.8)
Gain on debt forgiveness - = = = 11,118 154
Other (loss) income {31) {0.1) 260 0.4 132) (0.0}
{Loss} income from confinuing
operations before income taxes (1,099) [(1.8) (1,132} {1.8) 5,526 7.8
Income tax benefit [expense) (92) {0.1}) — — 105 0.1
Net (loss} income from
continuing operations (1,191} (1.9} (1,132] (1.8) 5,631 7.
Net income from discontinued
operalicns = = = = 83 0.1
Net {loss} income $ (1,191)  (1.9% $ 11,1320 (1.8 % $ 5714 BCO %
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The office products and office fumiture segment reported an operating loss of $0.3 million in 2015, compored to cperating income
of $0.1 million in 2014. This decrease is primarily the result of decreased sales with no corresponding decrease in overheod coss.

QTHER INCOME (EXPENSE)

Other income {expense] was a net expense of $0.9 million in 2015 and 2014. Other income [expense} includes inferest expense
and other income. Interest expense decreased approximately $0.3 million to $0.9 million in 2015 from $1.1 million in 2014 primarily
due to the payment of the $0.5 million premium on the 2013 credit agreement which was paid upon maturity, and no longer amortized
to interest expense, in April 2015. Other income was $0.3 million in 2014 compared a net other expense in 2015 of $31,000. In
2014 the Company sold a building and recognized a gain of $0.2 million while in 2015 the Company wrcte off certain leasehold
improvements fotaling $0.1 million associated with the move an Office Supply and Cffice Furniture division to a new facility. This write-

off was only partially offset by slight gains on asset disposals.

INCOME TAXES

The Company excluded debt canceflation trom cancellation of debt income ("CODI) trom the income fox liability in 2013 in
accordance with applicable Infernal Revenue Service guidelines regarding insolvency where the amount of debt cancellation excluded
from gross ordinary income is applied to afiribute reductions. The insolvency calculation is based on IRS guidelines associated with
liabilities in excess of the fair market value of assets immediately prior to the debt cancellation. The attribute reductions are ordered and
reduce net operating losses, various credits, capital losses, and asset basis among other aftribute reductions if applicable and necessary.
As a sesult of the CODI exception provided in Infernal Revenue Code Section 108 the Company reduced its net operating losses,
applicable credits and asset basis in accordance with the applicable ordering rules.

In 2014, as a result of the aftribule reductions to exclude the Company’s CODI from taxable income in 2013, the company
incurred $6.4 million of attribuie recapture income for tax purposes. As such, the Company used net operating loss carry forwards fo
offset this affribute recapture income. A decrease in the Company's deferred tax asset valuation allowance in a like omount of the fax
liability arising from the Company's laxable income was used fo offset any income tax liability. During the third quarter of 2015, the
Company finalized its position, on its 2014 income tox liahility, after researching applicable Allernative Minimum Tax (“AMT”) rules
and defermined it owed $92,000 in federal income taxes. The $92,000 tax liability was peid in the third quarter of 2015. AMT
taxes paid can be carried forward as o credit against future regulor taxable income. As the Company has a full valuation against any
deferred tax assets, the $92,000 paid in the third quarter of 2015 is shown as an income tax expense on the Company’s fiscal 2015
income statement due to an increase in the Company’s valuation allowance in @ like amount of the $92,000 tax payment.

The Company assesses the available positive and negative evidence fo estimate if sufficient future taxable income will be generated
to use the existing deferred tax assets. The Company had determined that a full valuation allowance against deferred tax assets was still
warranted at October 31, 2015. The amount of deferred tax asset considered realizable could be adjusted in future periods and such
adjustments may be material to the Consclidated Financial Statements. See Nofe 5 to the Consclidated Financial Statements for more

information on income fuxes.

NET LOSS

For the reasons set forth above, the Company recorded « net loss of $1.2 million in 2015 compared fo a net loss of $1 1 million
in 2014,

YEAR ENDED OCTOBER 31, 2014 COMPARED TO YEAR ENDED CCTOBER 31, 2013

REVENUES

Consolidated net revenues were $63.5 million for the year ended October 31, 2014 compared to $72.3 million in the prior fiscal
year, This change represents a decrease in revenues of approximately $8.8 million. Printing revenues decreased by $5.3 million from
$42.7 million in 2013 1o $37.4 million in 2014. Cffice products and office furiture revenue decreased $3.5 million or 11.8% from

$29.7 million in 2013 to $26.1 million in 2014,

The printing revenue reduction is principafly due to fingering effects of general market and economic condifions over the last several
years as well as certain customer specific tumover, sales and other personnel turnover that were prompted by various restructuring actions

required by the Previous Secured Lenders.
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INCOME TAXES

The Company assesses the available positive and negafive evidence fo esfimate if sufficient future taxable income will be generated
fo use the exisling deferred tax assets. A significant piece of objeclive negative evidence was the cumulative loss incurred over the
fouryear period ended October 31, 2014 and over an eightyear pericd ended October 31, 2014. However, when these losses
are adjusted for certain aberations, rather than continuing condifions, the Company is able fo represent that cumulative losses are not
present in either the four year look back period or the eight year look back period.

The Company excluded debt cancellation from cancellation of debt income {“CODI") from the income tax liability in 2013 in
accordance with applicable Intemal Revenue Service guidelines regarding insolvency where the amount of debt cancellation excluded
from gross ordinary income is applied to atiiibute reductions. The insolvency calculation is based on IRS guidelines associated with
licbilifies in excess of the fair market value of assets immediately prior to the debt cancellation. The atiribufe reductions are ordered and
reduce net operating losses, various credits, capital losses, and asset bosis among other affribute reductions if applicable and necessary.
As a result of the CODI exception provided in Internal Revenue Code Section 108 the Company reduced ifs net operating losses,
applicable credits and asset basis in accordance with the applicable ordering rules.

In 2014, as a result of the afiribute reductions 1o exclude the Company's CODI from faxable income in 2013, the company incurred
$6.4 million of attribuie recapture income for fax purposes. As such, the Company used net operating loss carry forwards to offset this
atiribute recapture income. A decrease in the Company's deferred tax asset valuation allowance in a like amount of the fax liability
arising from the Company's taxoble income was used to offset any income tax liabilify.

The uliimate realization of deferred tax assets is dependent upon the generation of future taxable income during the pericds in which
those temporary differences become deductible. The Company considers a multitude of factors in assessing the ulilization of its deferrad
fax assets including the reversal of deferred tax lighilities, projected future taxable income and other assessments, which may have an
impact on financial results. The Company defermined in the second quarter of 2012 that, primarily as o result of its inability to enter into
an omended credit facility upon the expiration of the Limited Forbearance Agreement on April 30, 2012, as weli as the potential for a
substantial increase in inferest rates and fees coupled with the uncertainty regarding future inferest rate increases that the Previous Secured
Lenders may impose on the Company that @ full valuation allowance of the Company's deferred fax assets, net of deferred tax liabilifies,
is necessary fo measure the portion of the defarred 1ax asset that more likely than not will not be realized. As a result of the Resigled Credit
Agreement enfered into on October 19, 2012, the Company reassessed its valuation allowance and determined that the relative short
term maturity of the Restated Credit Agreement coupled with the increase in interest rates indicaled that o full valuation was warranted
at October 31, 2012. As a result of the October 2013 Credit Agreement entered into on October 7, 2013 the Company reassessed
iF's previous defermination regarding its valuation allowance and delermined that a full valuation was warranted. The Company currently
infends o maintain @ full valuation allowance on our deferred tox assets until sufficient positive evidence related to our sources of future
toxable income exists and the Company is better able to idenify a longer ferm solution to our current credit situation. The amaount of
deferred tax asset considered realizable could be adjusted in future periods based on & mulfitude of factors, including but not limited to
a reassessment of our credit position, and such adjustments moy be material o the Consolidated Financial Statements.

The Company's effective tax rate for continuing operations for 2014 was 0.0% compared to a benefit of 1.9% in 2013 and an
expense of (407.5)% for 2012. The primary difference in fax rafes between 2013 and 2012 and for 2012 between the effective tax
rate and the statutory tax rate is a result of the valuation allowance taken against our deferred fax assets in the second quarter of 2012
in the amaunt of $15.2 million and a valuation allowance increase of an incremental $0.8 million in the third and fourth quarters of
2012. The effactive income tax rate approximates the combined federal ond state, net of federal benefit, statutory income fax rate and
may be impacted by increases or decreases in the valuation allowance for deferred tax assefs. The Company recorded a tax benefit from
continuing operations in 2013 resulting from the application of certain provisions of ASC 740 regarding implications of intra-period fax
allocations for discontinued operations to maintain financial statement neufralify and to recognize the fax components between continuing
operations and discontinued operations on a discrete basis.

The Company did not pay or was not refunded any income faxes for the years ended Oclober 31, 2014, 2013 or 2012. See
Note 5 to the Consolidated Financial Statements for more information on income taxes.

NET (LOSS) INCOME (CONTINUING OPERATIONS)

For the reasons set forth above, the Compony recorded a net loss of $71 1 million in 2014 compared o net income from continuing
operations of $5.6 million in 2013.
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2013 1o 2012. Given this trend, in addition fo various actions taken in 2014 and 2015 by the Company's Management, we believe
revenue declines confinue to level off and we expect, at minimum, Fiscal 2016 sales [os o whole) to be on par with fiscal 2015. This
is supported by the Company's performance thiough two months of fiscal 2016.

Considering these factors, as well as the Company's plans to convert $2.5 million in debt to Preferred Stock, our confinued efforts
to bring in talented individuals, adding new business lines, actions taken to reduce costs that will be seen in fiscal 2016, and working
on improved ecommerce, markefing, and analytical capabilities, we believe the Company is well positioned, financially stable, and
prepared io continue its rebuilding efforts.

The Company is also considering a pofential “going dark” transaction that will relieve the Company of its Exchange Act reporing
requirements. This action would be achieved by completing a reverse stock split ot a ratio of 200 old shares for one new share of the
Company's stock. Any fraciional shores created by the reverse split would receive cash in liew of fractional shares. This would reduce
the Company's shareholders of record below the 300 shareholders of record threshold that tiggers Exchange Act filings. We esfimate
the cost of this transaction would not exceed $150,000 and estimate savings of $220,000 annually if completed. This transaction is
currently being reviewed by a special commitiee comprised of independent members of the Board of Directors. Upon approval by the
Board of Directors, the Company will file pertinent forms and documents for SEC and shareholder review. In anticipation of completion,
the Company would maintain its Annual Report, as well as quarterly updates to shareholders to keep them informed of performance, but
at substantially reduced time and monetary resource burdens. See Note 14 to the Consolidated Financial Statements for more information

on this proposed fransaction.

As of October 31, 2015 the Company had contractual obligations in the form of leases and debt as follows:

Payments Due by Fiscal Year
Confractual Obligations 2016 2017 2018 2019 2020  Residudl Total

Non-cancelable
operating leases $ 483,360 §$ 423,949 $ 334,642 $ 230,098 § 77010 % 32673 $ 1,581,732

Term debi 1,929,358 8,460,619 135,770 Q7,644 98,352 4,157 10,725,200
Capital lecse obligations 15,852 12,528 - - 28,380
Debt discounts - —

Notes payable -
related party!’! 2,500,000 = — = 2,500,000

Interest 583,978 228,556 504,778 479,769 456,049 1,874,366 4,427 496

$5512,548 $9,425,652 $975190 $ 807,511 $ 631,411 % 1,911,196 $19,263,508

The Company believes exposure reasonably possible for current legal proceadings is not greater than $0.4 million and may be
substantially lower than this amount as of October 31, 2015. The Company expenses legal fees as incurred and therefore the Company
may incur legal fees to defend itself in the future and these fees may be matericl lo the Company's Consolidated Financial Statements

in a particular period.

[1) On June 15, 2015 the Company’s Board of Directors approved the conversion of the Company’s $2.5 million related party debt
to Preferred Stock equity. The Preferred Stock will pay a 6.00% or 0.00% annual dividend confingent on the Company's income after
income taxes. If the Company's income after income laxes is $1.0 million or greater, the dividend rate is 6.00%; if the Company’s
income afler income toxes is less than $1.0 million, the dividend rate is 0.00%,

This conversion will reduce the Company's liabilities by $2.5 million and increase its equily by $2.5 million. In addition, this
conversion will reduce the Company's annual interest expense by $0.1 million. However, contingent on Ihe after income fax income,
this conversion could trigger the payment of an annual Preferred Stock dividend of $C.2 million or zero. f the $1.0 million after income
fox income target is achieved, the Company's annual cash outflow would increase $0.1 million, or decrease $0.1 million if the $1.0
million after income tox income target is not achieved.
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MARKET FOR REGISTRANT'S COMMON EQUITY,
RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

Champion Industries, Inc. stock trades on the OTC Markef under the symbol “CHMP".

The following table sets forth the high and low closing prices for Champion common stock for the period indicated. The range of
high and low closing prices are based on data from the OTC and does not include retail mark-up, markdown or commission.

Fiscal Year 2015 Fiscal Year 2014
High Low High Low
First quarter $037 $0.14 $072 %035
Second quarter 032 020 062 035
Third quarter 043 0.25 050 0.25
Fourth quarter 0.50 021 0.34 022

At the close of business on January 8, 2016, there were 346 shareholders of record of Champion common stock. The shareholders
of record are determined by the Company's transfer agent.

The Company has not paid dividends on its common stock in any of the previous three years.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Audit Commitiee, Board of Directors and Shareholders = . Ar nett

Champion Industries, Inc. = Carbis

Huntington, West Virginia Toothmans,
CRAL & Advisors

We have audited the accompanying consolidated balance sheets of Champion Industries, Inc. and Subsidiaries (the “Company”] as of
Ocfober 31, 2015 and 2014, and the related consolidated statements of operations, shareholders’ equily and cash flows for each of
the three years in the period ended October 31, 2015. These financial statements and financial statement schedule are the responsibility
of the Company's management. Our responsibility is fo express an opinion on these financial statements and financial statemeni schedule

based upon our audifs.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board {United States). Those
standards require that we plan and perform the audit to obfain reasonable assurance about whether the financial statements are free
of material misstaterent. The Company is not required to have, nor were we engaged to perform, an audit of its interal control over
financial reporting. Our audits included consideration of infemat control over financial reporting as a basis for designing audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial stafements. An audit also includes assessing the accounting principles used and
significant eslimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
the Company as of October 31, 2015 and 2014, and the results of its operations and its cash flows for each of the three years in the
period ended October 31, 2015, in conformity with U.S. generally accepted accounting principles.

Aenetd Contiar Toolhman LiP
Amett Carbis Toothman LLP

Charleston, West Virginia
January 29, 2016

101 Washington Sireet East | P.O. Box 2629

Charleston, VWV 25301
304.346.0441 | 800.642.2601
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CONSOLIDATED BALANCE SHEETS (confinued)

Champion Industries, Inc. and Subsidiaries

October 31,
2015 2014
Current liabilities:
Accounts payable $ 4,730,286 $ 4,518,634
Accrued payroll and commissions 528,855 583,529
Taxes accrued and withheld 635,131 666,166
Accrued expenses 1,763,929 1,553,978
Debt discount (Note 3) - {138,520
Notes payable [Note 3) 1,929,358 10,247,218
Notes payable - related party {Note 3] 2,500,000 2,500,000
Capital lease obligations (Note 3) 15,852 14,931
Total current liabilities 12,103,411 20,645,936
longterm debt, net.of current portion:
Notes payable [Note 3} 8,796,542 128,690
Capital lease obligations [Note 3) 12,528 28,381
Total liabilities 20,912,481 20,803,007
Shareholders’ equity:
Common stock, $1 par value, 20,000,000 Class A vofing
shares authorized; 11,299,528 shares issued
and outstanding 11,299,528 11,299,528
Common stack, Class B nonvoting stock, $7 par value,
5,000,000 shares authorized, -0 shares issved
and outstanding = =
Additional paid-in capifal 24,279,179 24,279,179
Retained deficit {33,564,662) (32,373,321)
Total shareholders' equity 2,014,045 3,205,386
Tolal liabilities and shareholders' equity 22,926,526 $ 24,008,393

See nofes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY (DEFICIT)

Champion Industries, Inc. and Subsidiaries

Additional Other
Common Stock Paid-in Retained Comprehensive
Shares Amount Capital (Deficit) Income Total
Balance, October 31, 2012
(Restated) 11,299,528 $11,299,528 $24,279,179 $(36,956,081] $ — $(1,377.374)
Comprehensive income:

Net income for 2013 — — 5,714,394 — 5,714,394
Total comprehensive income - — 5,714,394 - 5,714,304
Balance, Cctober 31, 2013 11,299,528 $11,200,528 $24,279,179 $(31,241,687] $ — $4,337,020
Comprehensive loss:

Net loss for 2014 = - (1,131,634] = (1,131,634
Total comprehensive loss — - — {1,131,634) — (1,131,634)
Balance, Oclober 31, 2014 11,269,528 $11,299,528 $24,279,179 ${32,373,321) $ - $ 3,205,386
Comprehensive loss:

Net loss for 2015 - - = {1,191,341) = (1,191,341}
Total comprehensive loss - - - {1,191,341) - (1,191,341)
Balance, October 31, 2015 11,299,528 $ 11,299,528 §$24,279,179 $ {33,564,662) § — $ 2,014,045

See notes fo consolidated financial stafements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)

Champion Industries, Inc. and Subsidiaries

7 Year Ended October 31,
2015 2014 2013
Cash flows from investing activities:

Purchase of property and equipment {1,703,007) (761,367) (544,643)
Proceeds from sale of fixed assets 86,999 502,829 170,348
Proceeds from assets held for sale — - 816,667
Change in other assets 68,459 {5,807} 13,584
Net cash {used in) provided by invesiing activities (1,547,549) {264,345) 455,956
Net cash provided by investing

activities discontinued operations = = 11,001,864

(1,547 549) (264,345] 11,457,820
Cash flows from financing activities:

Borrowings on line of credit - — 20,465,448
Payments on line of credit - |20,157,278)
Proceeds from term debt 3,588,461 2,537,042 393,497
Principal payments on longterm debt {3,953,601) {2,364,484) [7.660,466)
Financing cost incurred - — (229,189}
Net cash {used in) provided by financing activities  (364,940) 172,558 |7,187,988)
Net cash used in financing activifies

discontinued operations - = [11,052,408)

{364,940) 172,558 (18,240,396)

Net decrease in cash and cash equivalents (277,529) [610,104) (416,255
Cash and cash equivalents af beginning of year 818,438 1,428,542 1,844,797
Cash and cash equivalents at end of year $ 540,909 $ 818,438 $ 1,428,542

See notes to consclidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Indusfries, Inc. and Subsidiaries
Property and Equipment

Depreciation of property and equipment and amertization of leasehold improvements and equipment under capital leases are
recognized primarily on the straightline and declining-balance methods in amounts adequate fo amortize costs over the estimated useful

lives of the assets as follows:

Buildings and improvements 5 - 40 vears
Machinery and equipment 3-10 years
Furniture and fixtures 5-10 years
Vehicles 3 - 5 years

Major renewals, belterments and replacements are capitalized while maintenance and repoir costs are charged o operations as
incurred. Upon the sale or disposition of assefs, the cost and related accumulated depreciation are removed from the accounts with the
resulting gains or losses reflected in income. Depreciation expense and amortization of leasehold improvements and equipment under
capital leases from confinuing operations approximoted $1,654,841 $1,930,507 and $2,169,014 for the years ended Ociober
31, 2015, 2014, and 2013, respectively, and is reflected as a component of cost of sales and selling, general and administrative
expenses.

longrlived property and equipment are reviewed for impaiment whenever events or changes in circumstances indicate that the
carrying amount of the asset may not be recoverable. This svaluation includes the review of operoting performance and estimated future
undiscounted cash flows of the underlying ossets or businesses.

Goodwill

Goodwill is tested for impairment using a fairvalue approach on an annual basis typically for the Company during the fourth quarter
of each year. Goodwill is also tested between annual tests i indicators of potential impairment exist.

Goodwill is tested for impaimment at o level of reporting referred 1o as @ reporting unit. The Company considers qualitative and
quantitafive information in ifs assessment of goodwill. The first step of the quantitative assessment is a screen for potential impairment and
the second step, if required, measures the amount of the impairment. The Company performs an annual impairment in the fourth quarter
and in 2013 performed an inferim test for goodwill at the printing segment. The Company recorded charges associated with Goodwill
in 2013 as further disclosed in Note 9 1o the Consolidated Financial Statements.

Intangible Assets

The infangible assets are amortized using the straightline method over their estimated bensfit period, in our case 5-20 years. The
fair values of these intangible assets are estimated based on management’s assessment as well as independent third party appraisals in
some cases.

Advertising Costs

Advertising costs are expensed as incurred. Advertising expense for the years ended October 31 2015, 2014, and 2013
approximated $320,000, $349,000, and $336,000.

Income Taxes

Provisions for income taxes currently payable and deterred income taxes are based on the liability method. Under this method,
deferred tax assets and liabilities are determined based on differences between financial reporting and tax basis of assets and fiabilities
and are measured using the enacted tax raies and laws that will be in effect when the differences are expected to reverse. A valuation
dllowance is established to reduce deferred tax assets if it is more likely than not that a deferred tox asset will not be realized. See Note

5 for more information on income taxes.

Earnings Per Share

Basic earnings per share is computed by dividing net income by the weighted average shares of common stock outstanding for the
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries

In January 2015, the FASB issued ASU 2015-01, “Income Statement — Extraordinary and Unusual fems {Subtopic 225-20): Simplifying
Income Statement Presentation by Eliminating the Concept of Extraordinary Items” [ASU 2015017}, ASU 201501 eliminates from U.S.
GAAP the concept of extraordinary items. The Company will adopt ASU 2015-01 in December, 2015. This amendment will not have a
material impact on the Company's financial position, results of aperation, ar cash flows, but will have an impact on related presentation
and disclesure to the extent applicable.

In July 2015, the FASB issued ASU 2015-11, “Inventory (Topic 330): Simplifying the Measurement of Inventory” {(*ASU 2015-117).
ASU 2015-11 provides guidance on simplifying the measurement of inventory. The current standard is to measure inventory at lower of
cost or market; where market could be replacement cost, net realizable value, or net realizable value less an approximately normal profit
margin. ASU 2015-11 updates this guidance to measure inventory at the lower of cost or net redlizable value; where nef realizable
value is considered to be the estimated selling price in the ordinary course of business, less reasonably predictable cost of completion,
disposal, and transportation. The Company will adopt ASU 2015-11 in December, 2015. This amendment is not expected to have
material impact on the Company's financial position, resulis of operation, or cash flows.

2, INVENTORIES

At the dates indicated, inveniories consisled of the following:

October 31,
2015 2014

Printing:

Raw materials $ 1,111,203 $ 1,180,361

Work in process 599,289 532,023

Finished goods 824,689 1,131,430
Office products and office furniture 1,033,484 1,119,178

$ 3,568,665 $ 3,969,992
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries

(1) On June 15, 2015 the Company's Board of Directors approved the conversion of the Company’s $2.5 million related party debt
to Preferred Stock equity. The Preferred Stock will pay a 6.00% or 0.00% annual dividend confingent on the Company's income after
income taxes. IF the Company’s income after income taxes is $1.0 million or greater, the dividend rate is 6.00%; if the Company's
income dfter income taxes is less than $1.0 million, the dividend rate is 0.00%.

This conversion will reduce the Company’s liabilities by $2.5 million and increase its equity by $2.5 million. In addifion, this
conversion will reduce the Company's annuat interest expense by $0.1 million. However, contingent on the after income tax income,
this conversion could frigger the payment of an annual Preferred Stock dividend of $0.2 million or zero. If the $1.0 million after income
tax income target is achieved, the Company’s annual cash ouflow would increase $0.1 million, or decrease $0.1 million if the $1.0
million after income tax income target is not achieved.

This conversion is pending a shareholder vote to amend the Company's Articles of Incorporation to allow for the issuance of Preferred
Stock. This will be port of the Company’s definifive Proxy Statement, expected to be dated January 25, 2016, with respect to the Annual
Meeting of Shareholders to be held on March 21, 2016. The Company will confinue fo accrue inferest on the related party debt equal
fo the prime rate until such conversion has been consummated.

(2] These nofes are shortterm borrowings associated with large fumniture projects that are on terms of 120 doys or less. These
borrowings were subsequently paid upon collection of the collateral in November 2015 and January 2016.

Meturities of debt and capital lease obligations for each of the next five years beginning November 1, 2015 are as follows:

November 1 2015 through October 31, 2016 $ 4,445,210%
November 1. 2016 through October 31, 2017 8,473,148
November 1 2017 through October 31, 2018 135,770
November 1 2018 through October 31 2019 Q7,644
Neovember 1. 2019 through Cclober 31 2020 08,352
Residual 4,156
$ 13,254,280

*Includes $2.5 million debt o shareholder that the Company intends 1o convert fo preferred stock equity. See the discussion on the
pricr page for more details.

Debt 2015:

In May 2015, the Company signed the Extension Agreement of the October 2013 Credit Agreement. The Extension Agreement
extended the maturity of the Company’s debt to Big 4 until April 2017. The terms of the October 2013 Credit Agreement were
unchanged by the execution of the Extension Agreement; the only exception is that there will be no debt premium associated with the
Extension Agreement. The $0.5 million premium associated with the original agreement was paid to Big 4 in April 2015. During the
extension period, the Company will focus on operations and weigh its financing options as results of its turnaround efforts are available.

We have historically funded our working capital needs from operations, bank berowings, and capital from shareholders. Presently,
our principal sources of liquidity are generated from our operations and loans from commercial banks and private companies. Cur
working capital requirements are influenced by the level of our operations, the volume of our sales, and the timing of accounts receivable

collections.

Debt 2014:

The Company’s October 2013 Credit Agreement expired April 1, 2015. At that time, the Company was cbligated o repay
$9.6 million to Big 4. Management expected fo be able to refinance all of its short term loans based on past experience, ability fo
generate sufficient cash flows from operations and the Company’s credit history, and was successful in doing so. The Company pursued
opportunities for longer term financing from o fraditional financicl instifution fo repay its outstanding debt o Big 4, but was not successful
given fime and historical performance constraints. The Company worked with Big 4 and was able to extend the October 2013 Credit

Agreement for a two year period.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champien Industries, Inc. and Subsidiaries

On August 28, 2013, the Administrative Agent, the Lenders, all of its subsidiaries and Marshall T. Reynolds entered inio o First Limited
Forbearance and Waiver Agreement and Second Amendment to Amended and Restated Credit Agreement ["August 2013 Forbearance
Amendment"]. This Agreement decreased the Revolving Credit Commitments from $ 10,000,000 in the aggregate to $8,000,000 in
the aggregate, modified certain financial covenants and provided the consent fo the sale of certain assets.

The Company, various Company subsidiaries, as Guarantors, Marshall T. Reynolds, as shareholder and Big 4 Investments, LLC
{"Administrafive Agent and Lender”} as Lender and Administrative Agent entered info a Third Amended and Restated Credit Agreement
dated Oclober 7, 2013. Administrative Agent and Lender purchased the Company's outstanding syndicated debit from Fifth Third Bank
and the other lenders {“Previous Secured lenders”) for a price of $10.0 million. The Administraive Agent and lender then simultaneously
entered into the October 2073 Credit Agreement wilh the Company pursuant fo the provisions of Term Nete A for $10.0 million and
related Guaranty Agreement and Stock Pledge and Security Agreement all dated October 7, 2013. The indebtedness immediately
prior fo the note sale reflected a balance pursuant to the Loan Purchase Agreement between Administrative Agent and Lender and the
Previous Secured lenders of approximately $19.9 million representing Term loan A, Term loan B and Revolving Loans plus accrued
deferred fee and accrued interest of approximately $1.2 million.

The October 2013 Credit Agreement and related Term Note A, Guaranly Agreement and Stock Pledge and Security Agreement
as further described herein amended various provisions of the Restated Credit Agreement dated October 19, 2012, inciuding but not
limited to:

*  Ocfober 2013 Credit Agreement malurity of April 1, 2015,
®»  Exisiing debt restructured from Term Loan A, Term loan B, and Revalving Credit Facility to Term Note A in the

ameunt of $10,000,000.

The Company’s debt will nat have a revolving credit facility component.

Interest rate ot the Wall Street Journal prime rate of inferest plus two percent.

Principal payments due monthly af $50,000 per month.

$500,000 maturity or prepayment premium.

Financial covenant of maximum capital expenditures of $3,000,000 during any fiscal year.

Personal guaranty of Marshall T. Reynolds.

Stock Pledge and Security Agreement providing a third pary credit enhancement to support the credit facility underwritten by

the Administrative Agent.

*  In consideration for the personal Guaranty Agreement of Marshall T. Reynolds and Stock Pledge and Security Agreement, the
warrants held by the Previous Secured Lenders were assigned to Marshall T. Reynolds. The warrants represent $0.001 per
share warrants issued for up to 30% [on a post exercise basis) of the outstanding commen stock of the Compeny in the
form of nonvoting Class B common stock and associated Investor Rights Agreement.

The Company reviewed applicable GAAP and determined that extinguishment accounting should be applied in relation fo the
October 2013 Credit Agreement.

4. EMPLOYEE BENEFIT PLAN

The Company had a Profit Sharing Plan that covered all eligible employees and qualified as a Savings Plan under Section 401(k} of
the Internal Revenue Code. Effective January 1, 1998, the Profit Sharing Plan wos merged info The Champion Industries, Inc. 401{k] Plan
(the “Plan"). The Plan covers ol eligible employees who satisfy the age and service requirements. Each participant may elect fo confribute
up fo 15% of annual compensaiion and the Company previously contributed 100% of the parficipant’s contribution not to exceed 2% of
the pariicipant's annual compensation. The Company eliminated the employer maich, as previously described, in the second quarter of
2010. The Company may moke discretionary contributions to the Plan. The Company incurred no 4011k} maich expense under these
plans for the years ended October 31, 2015, 2014 and 2013,

The Company's accrued vacation liability as of October 31, 2015 and 2014 was approximately $570,000 and $569,000. This
item is classified as a component of accrued expenses on the financial stafements.

The Company’s 1993 Stock Option Plan provided for the granting of both incentive and nonqualified stock options to management
personnel for up to 762,939 shares of the Company’s common stock. in March 2004, the Company’s 2003 stock opfion plan was
adopted to provide for the granting of both incentive and non-qualified stock opions to management personnel for up to 475,000

shares of the Company’s common stock.

The option price per share for incentive stock opfions shall not be lower than the fair market value of the common stock at the date
of grant. The cption price per share for norqualified stock options shall be at such price as the Compensation Committee of the Board
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries

A reconciliation of the statutory federal income fax rate t6 the Company’s effective income fox rate for confinving operations is as
follows:

Year Ended Qctober 31,
2015 2014 2013

Statutery federal income tax rate 340 % (34.0) % (34.0} %
State taxes, net of federal benefit 1.9 {7.6) (1.8)
Change in valution allowance (28.2) 42.8 265.8
Discllowed deferred tax assetrelated party - — 1220.7)
Selling expenses [0.4) (1.2 (1.4)
COD, Insolvency Exempiion debt basis - - 3.1
Goodwill 10.6 [10.3)
Other (26.2) 0.6
Effective tax rate, benefit {expense) {83) % — % 19 %

The Company excluded debt cancellation from cancellaion of debt income ["CODI*) from the income tax liability in 2013 in
accordance with applicable Infernal Revenue Service guidelines regarding insolvency where the amount of debt cancellation excluded
from gross ordinary income is applied to aftribute reductions. The insolvency calculation is based on RS guidelines associated with
liabilities in excess of the fair market value of assets immediately prior fo the debt cancellation. The aftribute reductions are ordered and
reduce net operating losses, various credits, capital losses, and asset basis among ofher atiribute reductions if applicable and necessary.
As a result of the CODI exception provided in Internal Revenue Code Section 108 the Company reduced its net operating losses,
applicable credits and asset basis in accordance with the applicable ordering rules.

In 2014, as a result of the ofiribute reductions fo exclude the Company’s COD from taxable income in 2013, the company incurred
$6.4 million of attribute recapture income for fax purposes. As such, the Company used net operating loss carry forwards 1o offset this
attribute recapture income. A decrease in the Company’s deferred fax asset valuation aliowance in a like amount of the tax fiability
arising from the Company's taxable income was used to offset any income tax liability.

During fiscal 2015, the Company finalized its position on its 2014 income tax liability after researching applicable Alternative
Minimum Tax ["AMT") rules and determined it owed $92,000 in federal income faxes. The $92,000 tax liability was paid in the
third quarter of 2015. AMT taxes paid can be carried forward os o credit against future regular taxable income. The Company
had determined that a full valuation allowance against deferred tax assets was warranted of Oclober 31, 2015. Given this, the
Company increased its valuation allowance by $92,000 to neutralize the deferred tax asset associated with its AMT payment mode
during fiscal 2015. This increase in the voluation dllowance was reflected on the income statement as an income fax expense.

The ultimate realization of deferred tax assets is dapendent upon the generation of future faxable income during the pericds in which
those temporary differences become deductible. The Company considers a multitude of factors in assessing the utilization of its deferred
tax assefs including the reversal of deferred tax liabilities, projected future taxable income and other assessments, which may have an
impact on financial results. The Company currently intends fo maintain o full valuation allowance on its deferred fax assefs until sufficient
positive evidence related to sources of future taxable income exists.

The Company's sffective tox rate for continuing operations for 2015 was an expense of 8.3%, 2014 was 0.0% compared to a
benefit of 1.9% in 2013. The primary difference in tax rofe for 2015 was the change in valuation allowance previously discussed. The
effective income tax rate approximates the combined federal and state, net of federal benefit, statutory income tax rate and may be
impacted by increases or decreases in the valuation allowance for deferred fax assets.

The Company paid $92,000 in income taxes during fiscal 2015 as previously discussed. This payment can be used as a credit
against fuure taxable income. The Company did not pay or was not refunded any income taxes for the years ended October 31, 2014

or 2013.
6. RELATED PARTY TRANSACTIONS AND OPERATING LEASE COMMITMENTS

The Company leases operating facilities from eniities controlled by its Chief Executive Officer, his family and affiliates. The original

terms of these leases, which are accounted for as operating leases, range from two to fifteen years.
A
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries

Agreement among Champion, Seller and Buyers dated June 24, 2013. These entities include as investors the division manager and
the son of director Glenn W. Wilcox. The Company's investment advisor had conducted a nationwide marketing process for the sale
of Seller which yielded no comparable offers. The Company received $1,013,000 or $942,403 net of selling commissions and pro-
rated taxes. This fransaction was subject to a net liquidity adjusiment to occur no later than 45 days from closing which resulted in the
Company paying approximately $22,000 to the buyer.

On july 12, 2013 the Company's wholly owned subsidiary Champion Publishing sold substantially ol the assefs of its newspaper
operations headquartered in Huntington, West Virginia o HD Media Company, LLC pursuant to an Asset Purchase Agreement among
Champion, Seller and Buyer dated July 12, 2013. This entity includes as an investor Mr. Douglas Reynolds, son of Chairman & CEO
Marshall T. Reynolds. The Company's investment advisor had conducted a nationwide marketing process for the sale of the Herald-
Dispatch, which resulied in one other offer. Champion’s board of directors, in consultation with its independent advisors, defermined
that Mr. Douglos Reynolds® offer was the better offer both in terms of price and condifions. The Company received $10,000,000 or
approximately $9,700,0C0 net of selling commissions and prorated taxes. The proceeds of this transaction were ufilized to pay down
term debt and the revolving credit line at the discretion of the Administrative Agent.

The Company issued warrants fo purchase Class B Common Stock concurrent with the Restated Credit Agreement. The Warrants
entitle the Holders thereof to purchase that number of shares of Cempany Class B Common Stock equal to thirty percent [30%) of the
then issued and outstanding Commen Stock of the Compeny, on a fully diluted, postexercise basis. Based on the 11,299,528 shares
of Company Common Stock currenlly issued and outstanding, exercise in full of the Warrants would result in the Company's issuance
of an additional 4,842,654 shares to the Warrant Holders. In the event a greater number of issued and outstonding common shares
exist at the fime of option exercise, a greater number of options of shares of Class B Common Stock would be issuable. The Previous
Secured Lenders assigned the warrants to Morshall T. Reynolds in consideration for his personal guaranty and stock pledge and security
ogreement fo assist in facilitating the consummation of the October 2013 Credit Agreement.

The Company belisves that the terms of its related party transactions are no less favorable to the Company than could be obtained
with an independent third party.

7. COMMITMENTS AND CONTINGENCIES

The nature of The Company's business results in a certain amount of claims, lifigation, investigations, and other legal and administrative
cases and proceedings, all of which are considered incidental to the normal conduct of business. When the Company determines it has
meritorious defenses to the claims asserfed, it vigorously defends itself.

The Company will consider setflement of cases when, in Management's judgment, it is in the best interests of both the Company and
its shareholders to do so.

The Company periodically assesses its liabilities and contingencies in connection with cutstanding legal proceedings utilizing the
latest information available. The Company would accrue a loss on legal contingencies in the event the loss is deemed probable and
reasoncbly estimable. The accrual is adjusted as appropriate fo reflect any relevant developments regarding the legal contingency. In
the event of a legal contingency where a loss is not probable or the amount of the loss cannot be estimated, no accrual is established.

In certain cases, exposure fo loss may exist in excess of accruals lo the extent such loss is reasonably possible, but not probable. Any
esfimate involves significant judgment, given the varying sicges of the proceedings (including cases in preliminary stages), as well as
numerous unresoived issues that may impact the outcome of a proceeding. Accordingly, Management's estimate will change from fime-
totime, and actual losses may be more or less than the current estimate. The current loss estimate excludes legal and professional fees
associated with defending such proceedings. These fees are expensed as incurred and may be material o the Company’s Consolidated
Financial Statemenis in a particular peried.

On September 15, 2014 the Company seftled a lawsuit for $0.1 million. This case commenced prior o July 31, 2014 and seflement
occurred prior to the issuance of the third quarter financial statements. As such, this setflement was reported for and at the third quarter
ended July 31, 2014 on the balance sheet under the caption “Accrued legal sefflements” and the expense is recorded as part of “Selling,
general and adminisirative” on the Company's Income Statements. The Company paid this setlement in the fourth quarter of 2014,

While the final outcome of legal proceedings is inherently uncertain, Management uses information currently available, advice of
counsel, and available insurance coverage fo esfimate exposure to such legal matters. At Oclober 31, 2015 Management believes
that there is no accrual for legal contingencies required. However, in the event of unexpected future developments, it is possible that the
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries

The table below presents informaticn about reported segments for the years ended October 31:

2015

Printing

Office Products
& Furniture

Total

Revenues from continuing operations
Elimination of intersegment revenue

$ 38,576,045
{2,122,382)

$ 27,594,920
(2,763,382)

$ 66,170,965
(4,885,764)

Consolidated revenues from continuing operations

$ 36,453,663

$ 24,831,538

$ 61,285,201

Operating income (loss) from continuing operations 101,249 (312,533} (211,284)
Depreciation and amortization 1,563,294 91,547 1,654,841
Capital expenditures 1,602,562 100,445 1,703,007
Identifiable assets 16,107,165 6,562,529 22,669,694
Goodwill - 1,230,485 1,230,485
- Office Products
2014 Printing & Furniture Total
Revenues from continuing operations $ 39,546,537 $ 29,375,140 $ 68,921,677
Elimination of intersegment revenue {2,169,053) (3,230,284) {5,399,337)
Consolidated revenues from continuing operations $ 37,377,484 $ 26,144,856 $ 63,522,340
Operating income (loss) from confinuing operations (360,182} 105,932 (254,250)
Depreciation and amartization 1,832,458 28,049 1,230,507
Capital expenditures 738,893 22,474 761,367
Identifiable assets 16,526,888 7,224,673 23,751,561
Goodwill - 1,230,485 1,230,485
Office Products

2013 Prinfing & Furniture Total
Revenues from continuing operations $ 45,460,503 $ 34,333,182 $ 79,703,685
Elimination of intersegment revenue (2,721,035) {4,679,475) (7,470,510
Consolidated revenues from continuing operations $ 42,669,468 $ 29,653,707 $ 72,323,175
Operating income [loss] from confinuing operations 2,228,855 Q54,451 {1,274,404)
Depreciation and amortization 2,049,191 112,823 2,162,014
Capital expenditures 541,855 2,788 544,643
Identifiable assets 18,850,573 8,186,745 27,037,318
Goodwill - 1,230,485 1,230,485
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries

In the fourth quarter of 2015 the Company performed the twostep quaniifalive assessment as prescribed by ASC 350 fo fest ifs
goodwill for impairment. Step 1 of the impairment test used a discounted cash flow model based on income of the office products and
office furnilure reporting unit fo compare fair value fo the unit's carrying value. After consideration of the Step 1 resulls, the Company's
Management felt that the discounted cash flow model was not indicative of value that would be exchanged in an am’s length
fransaction. Given this, Step 2 of the quantitative assessment was performed. Step 2 compares the implied fair value of the reporting
unit fo its carrying value fo determine impairment using methads common in business combinations. After considering the results of Step
2, the Company’s management defermined that no impairment of the office products and office fumiture reporting unit's goodwill existed
at October 31, 2015.

The Company's Management will continue o monitor this reporfing unit's performance and will fest for impairment as warranted.
Further declines in revenue ond income could ulimately require impairment charges to be incurred that would be material to the
Company's financial position and results of operaticn fo the extent of the carrying amount of goodwill.

During the first quarter of 2013, as part of a process of addressing the Company's debt status with its Previous Secured lenders
as well as first quarter 2013 performance o budget, the Company performad o comprehensive reassessment of its inifial fiscal yeer
2013 budget. The Company, as part of this process, identified at least one customer in the printing segment from which it anticipated
a substantial revenue decline in the second quarter of 2013 and beyond and associted profitability declines in 2013 and beyond.
As a result of this process, it was determined that an impairment test between annual impairment tests was warranted for the printing
segment as a result of the potential near term challenges facing the Company, antficipated customer specific revenue decreases and
sofiness in the Company's core West Virginia market. The Company performed Step 1 of the Goodwill impairment test for the prinfing
segment with the assistance of a third party valuation specialist using the income approach and the testing indicated a vaive less than
the carrying value of the segment at January 31, 2013,

As a result of the Step 1 fest, the Company determined it was required to proceed fo Step 2 of Goodwill Impairment testing for the
prinfing segment in the first quarter of 2013. The Step 2 test results were completed in the second quarter of 2013 with the assisiance
of o third party valuation specialist and supported the conclusion to record an impairment charge in the First quarter of 2013 of $2.2
miflion.

Subsequent reversal of previously recognized goodwil impairment losses is prohibited once the measurement of that loss is
recognized, in accordance with applicable standards.

Amortization expense for the years ended October 31, 2015, 2014 and 2013 was $122,000, $128,000, and $140,000,
respectively. Customer relationships related 1o the acquisition of Syscan in 2004 are bsing amorlized over a period of 20 years. The
weighted average remaining life of the Company's amortizable infangible assets was approximately 5 years at October 31, 2015,
Esfimated amortization expense for each of the following five years and thereafler is:

2016 $ 122,098
2017 122,098
2018 122,098
2019 122,098
2020 122,098
Thereafier 447 355

FINANCIALS




NOTES TO CONSOULDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries
10. DISCONTINUED OPERATIONS AND ASSETS HELD FOR SALE

The Company sold substantially all of the assets of its Blue Ridge Printing, Co., inc. {"Blue Ridge”) subsidiary on June 25, 2013 1o
BRP Company, Inc. pursuant to an Asset Purchase Agreement. The Company received approximately $942,000 net of commissions at
closing subsequently reduced by net liquidity adjusiments approximating $22,000. Blue Ridge has historically been accounted for in the
Company's printing segment. In accordance with the applicable accounting guidance for the disposal of longlived assets, the results of
Blue Ridge are presented as discontinued operations and, as such, have been excluded from both continuing operations and segment
results for all periods presented.

On July 12, 2013, the Company's wholly owned subsidiary Champion Publishing, Inc. sold substantially all the asssts of its
newspaper operations [The "HeraldDispatch”) headquartered in Huntington, West Virginia to HD Media Company, LIC pursuant fo
an Asset Purchase Agreement. The Company received approximately $@,700,000 net of selling commissions and pro-roted taxes. The
Herald-Dispatch has historically been accounted for in the Company’s newspaper segment representing this segments only operating
entity. In accordance with the applicable accounting guidance for the disposal of longlived assets, the results of The Herald Dispaich
are presented os disconfinued operations and, as such, have been excluded from both continuing operations and segment results for all

periods presented.

The Company has identified one Company owned facility within the printing segment that the Company intends fo sell. This facility
does not house any of the Company's operations other than its limited warehousing use. This facility is carried at its carrying amount of
$257,000 and is reported as assets held for sale on the Company's balance sheets at Oclober 31, 2015. The Company believes the
carrying amount fo currently be lower than the estimated fair value less cost to sell.

The following is selected financial information included in net eamings floss) from disconfinued operations for three divisions classified
within the printing segment and the Herald-Dispatch previously classified within the newspaper segment until the sale of this segment and
reflects interest on estimated debt required to be repaid as a resulf of these disposal transactions and excludes any general corporate
overhead allocations. The inferest expense allocated to discontinued operafions for the year ended October 31, 2015, 2014, and
2013, was approximately $0, $0, and $615,000. The Compony had no discontinued operations for the year ended October 31,
2015 or 2014,

Twelve Months Ended October 31,
2013
Printing Herald-Dispatch Totel
Net sales $ 2,190,236 $ 8,954,004 $11,144,240
{Loss) from discontinued operations (746,581] 491,367 (255,214)
Income tax benefit [expense) 250,670 {184,608] 66,062
Gain on sale of discontinved operations (103,802) 547,106 443,304
Income tax on sale {expense) 34,338 (205,548} (171,210
Net earnings (loss| from discontinued operations [565,375) 648,317 82,942

FINANCIALS




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries

the denominator of which is the fofal number of shares of the Company then outstanding and any additional shares that the Holders
shail be entitled to have purchased.

On and dfter April 19, 2017, each Warrant Holder, whether holding Warrants and/or shares of any Company Common Stock
recaived as a result of the exercise of any Warrant, sholl have the option to require the Company to purchase all, but nof less than oll
of the Warrants and such Common Stack for o purchase price equal to $0.001 per share,

12. CERTAIN SIGNIFICANT ESTIMATES

Our estimates that influence the financial siatements are normally based on knowledge and experience about past and current events
and assumptions about future events. The following estimates affecting the financial statements ore particularly sensitive because of their
significance ard it is ot least reasonably possible that a change in these estimates will occur in the neor ferm.

Goodwill and Intangible Assets

We evaluale the recoverability of the goodwill and intangible assets of each of our reporting units, as required, by comparing the
fair value of each reporting unit with its camying value. The fair values of our reporting units are defermined using a combination of a

discounted cash flow analysis and market mutiiples based on historical and projected financial information, in addition o other commonly
used valuation methods. We apply our best judgment when assessing the reasonableness of the financial projections used fc determine

the fair volue of each reporting unit.

Allowance for Doubtful Accounts

The Company encounters risks associated with sales and the collection of the associated accounts receivable. As such, the Company
records a provision for accounts receivable that are considered io be uncollectible. In order to caleulate the appropriate provision, the
Company primarily uilizes a historical rate of receivables written of as g percentage of tolal revenue. The historical rate is updated
periodically based on events that may change the rate such as o significant increase or decrease in collsction performance and timing of
payments as well as the calculated total exposure in relation fo the allowance. Periodically, the Company compares the idenfified credit
risks with the allowance that has been estabiished using historical experience and adjusts the aliowance accordingly. The underying
assumptions used for the allowance can change from period to period and could pofentially cause a moterial impact fo the income

statement and working copital.

Begirning ot the end of the second quarter 2014 and continuing info the third quarter of 2014, the Company implemented o
companywide, weskly, practice of reviewing our accounts receivable and vigorously pursuing collection of past due accounts and
keeping slower poying customers within reasonable days ouistanding. As a result, our accounts over 60 and 90 days outstanding
decreased sieadily. Given this informafion we reviewed our dllowance for bad debis and determined we were over reserved by $0.2
million. Pursuant to ASC 250-10-45 paragraph 17, o change in accounting estimate shall be accounted for in the period of change
if the change affects that period only or in the period of change and future periods if the change affects both. As such, the Company
made the $0.2 millicn adjustment to the allowance for bad debt at July 31, 2014 and Selling, General and Administrative expense
for the quarter ended July 31, 2014. This change in estimate is reflected in the Allowance for Doubliful Accounts and Selling, General
and Administrative expense at and for the twelve months ended October 31 . 2014,

Given the continued success of collection efforts, and the results of s pericdic reviews using historicel rafes and assumplions, the
Company's Management believes the allowance at Oclober 3 1, 2015 is appropridte.

Deferred Tax Assets

The Cormpany currently intends to maintain o full valuation allowaince on our deferred tax assefs until sufficient positive evidence
related fo our sources of future faxable income exists and the Company is befter able to identify a longer ferm solufion fo our overall
current credit sifuation. Therefore, the amount of deferred tax asset considered realizable could be adjusted in future pericds basad on
a muliitude of factors, including but not limited fo o refinancing of the Company’s existing credit agreement with its secured lenders, and
such adjustments may be material fo the Consolidated Financial Statements,

FINANCIALS




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Champion Industries, Inc. and Subsidiaries
14. SUBSEQUENT EVENTS

The Company has evalusted subsequent events through Jonuary 29, 2016 for the Balance Sheet dated October 31, 2015.

On Janvary 18, 2016, the Board of Directors of the Company approved a 140r-200 reverse stock split of the outstanding shares
of its Class A Common Stock. As part of the proposed transaciion, authorized shares of Class B Common Stack, which are unissuad,
likewise would be subject to and adjusted for a 14or- 200 reverse stock split as well.

Pursuant to the proposed transaction, stockholders holding fewer than 200 shares of the Company’s Class A Common Stock
immediately before the transaction would have such shares cancelled and converted info the right to receive from the Company @ cash
payment of thirty cents ($0.30) for each such share owned before the reverse stock spiit. Stockholders holding 200 or more shares of
the Company’s Class A Common Stock immediately before the reverse stock split will receive one shere for each 200 common shares
held and, as applicable, fractional shares based on the 140200 reverse stock split rafio. Cash consideration would only be paid to
shareholders who, after the reverse stock spiit, hold less than one (1.0} whole share of the postsplit Class A Common Stack.

IF the transaction is approved by the Company’s stockholders and implemented, the Company expecis to have fewer than 300
stackholders of record of its cutstanding common stock, in which event the Company intends to deregister its shares and cease o be a
reporting company under the Securities and Exchange Act of 1934.

Further information about this propesed transaction was filed in the Company’s Form 8K dated January 20, 2016. A definitive proxy
staterent will also be sent to shareholders for review.

Also, on January 18, 2016, the Board of Directors of the Company approved and recommended that shareholders approve an
amendment of the Arficles of Incorporation of the Company fo create a new class of capital stock, i.e., 2,500 shares of Preferred Series
A with a par value of $1,000 per shares. The purpose of this proposed amendment and proposed authorization of such Preferred Series
A shares was to allow implementation of a conversion of debt owed to a shareholder info equity in the form of prefemred shares, which
conversion had been approved by the Board on June 15, 2015 and was disclosed in a previous filing (10-Q filed for the quarter ending
April 30, 2015). Specifically, as approved on June 15, 2015, the Board authorized and approved conversion of a $2,500,000 note
payable to a shareholder, cccruing inferest at the rate of 3.25% per annurn (3.50% currently], to preferred stock equity that would pay
either a 0.00% dividend or 6.00% dividend contingent on the Company’s net income affer income taxes being at least $1.0 million,
such that if the Company's net income affer income taxes is less than $1.0 million the dividend rate on such preferred sfock would
be 0.00%, (the “Conversion”). However, becauss the Company does not have a class of preferred shares currently, the proposed
amendment is necessary in order fo authorize creation of the preferred shares necessary to complete the Conversion. The Chairman of
the Board, who is also the Chief Executive Officer of the Company, is the shareholder offected by the Conversion and consequently
recused himself from the votes on these matters at the Board's July 15, 2015 and January 18, 2016 meslings.

If the transaction is approved by the Company's stockholders and implemented, the Company expects to issue all 2,500 Preferred

Series A shares. Further information about this proposed fransaction was filed in the Company’s Form 8K dated fanuary 20, 2016. A
definitive proxy statement will also be sent to shareholders for review.

FINANCIALS
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VANESSA JULES | Track and Field | Silver Springs, MD

'l am eternally thankful for the opportunity this proaram has given me to do what | [ove;
It has been an incredible ride. The people-al the Big Grean have openad up so many
doors for me at Marshall, and I'm just so thankfull”
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CHAMPIONS:

HERD STUDENT-ATHLETES GIVE 110% ON THE FIELD AND IN THE CLASSROOM.

Marshall tiplejumper . Soltball Head Coach In the summer of 2014, Kalie
Jasia Richardson set a new school Shenda Stanton has led her Kramerof Herd Swimming becanie
record, and ot the fime held the fop team fo three consecutive C-USA the youngest American female
mark in the country with o feap of Championship games, bringing in histary to swim the Strait of
13.56 mefers. home the fitie in 2013 Gibrallar. She is also & Marshall

University Yeager Schoelar and o
Rhedes Scholar candidate,




110% Club Benefits:

*  Weekly Awards
The heartbeat of the Big Green is the Big Green Annual Fund [BGAF), Qg e v on e IlTE e
_ ) Big Green Annual Fund calendar year (Foch
The Annual Fund collects the funds that are transferred directly to Marshall 1 10% Club member's name will be entered
Athletics for studentathlete scholarships. Scholarships are the lifeblood of inlo drawings for the duration of the year |
_ every athletic program in the country. Without the Big Green, *  Prizes fo include exclusive apparel, game
no sport would be competitive at Marshall. tickets, memorabilia. invitations fo special
_
events, elc
110% CLUB
New for 2015 is the 110% Club. At Marshall, our studentathletes epitomize what it means to give * Enhanced Priority Points
1 AON‘“ Whether in the classroom, on the _u_o<3© :m_maoﬁ_: the community, they know that “Profecting Mareo - leaders - 10
the M" means going above and beyond what is asked of them. White - 4 Gremrea |5
"DON'T FLINCH” Green - & Scholars 20

The challenge to compete al the highest level, year in and year out, requires resolve, With the

changes being made in college athlefics, we are defermined to make the commitment to provide our
studentathletes and coaches with the resources needed fo be competitive on a national level. Just as
we tell our studentathletes 1o rise to the occasion when facing adversity, we will not back down from

this challenge. (

We ask you to show your invesiment in our student-athletes by giving 110% to support their efforts.
Simply give 10% more than you gave in 2014* o join the many others who are choosing fo make

an additional impact on the lives of our student-athletes and committing fo raising the profile of
Marshall Athletics.

* 1 10% Club special gift

“if you're a new Big Green member for 2015, you con join the 110% Club by giving an addifional

10% obove your desired Big Green Annual Fund giving level and checking the 110% Club box
on your 2015 Big Green Annual Fund Pledge Card.

GROUP GF FIVE SCHOOLS

Ystern Fiafiog East : Colorado
i Kentucky | Internetionsl Caroling | Boise State Siiste

$16,504  $14,652 In-State $21,102  $20,742
$28,197  $30,716  $27,052 $36,299  $33,730

$17,137 $23,531  $11,339

$39,711

$21,679



The current Big Green Priority Points system has been in place for the last 30 years. It is used to determine rank
order for seat allocations for Football and Men’s Basketball season tickets, priority parking, and tickets for both
postseason and offcampus athlefic events, i.e., Capital Classic and away Football and Men's Basketball games.
Priority Points are awarded based on financial contributions to the Department of Athletics through support to the
Big Green Scholarship Foundation, giving, and other forms of long term support.

Poinis are accumulated based upon each individual account. Annual points accrue yearly and are added to the point fotal.

Annual Points Earned Annually

Big Green Annual Fund Gift Unrestricted; 1 point for each $100 contributed

GitHrKind Unrestricted; 1 point for every $100 of services contributed (Big Green Board approval required)
Endowed Athletic Scholarship Gifts 1 point for every $100 contributed

Individual Sport Gifr Restricted; 1 point for every $200 contributed

Big Green or MU Athletic Event Sponsorship 1 point for each $500 contributed

Herd Athlefic Fund 2 points for every $1C0 contributed

Additional Points

Lifetime Points Three points are awarded onetime and based upon each account, such as Marshall athletic letter winner, fulHime
or officiclly refired employee, Big Green Board trustee, Marshall alumnus, and Big Green Chapter officers.
Consecutive Years Support Two addifional points are awarded for consecutive years of support through gifts and ticket purchases,
i.e., Big Green membership and season ticket purchases. s
Sky Suite Holders Sky Suite holders {football] points are awarded annually and based upon P

Sky Suite size: 250, 125, or 100 points [3 Sky Suite levels).

CHRIS JASPERSE | Football | Gresnsboro, MC

"Without Marshall's Big Gres latian | wouldn't be where | am today. | am m-u_m_.:_ for all

the Big Green members' time, service and donation, The Big Green has made possible for my
teammates and | fo pursue our dreams. Thank you to oll the Big Green members, we will always
remember the impact you've had on our lives



JOAN C. EDWARDS STADIUM SKY SUITES
Joan C. Edwards Stadium offers three levels of premier Sky Suites. Each suite comes equipped with
stadium sealing, kitchenette /bar, satellite television, and individually contralled heating and cooling units,
along with ample space fo host guests while enjoying a great view of the action on the field.

Big Green Annual Fund donation of $1,200 required annually for the duration of the lease:

300 Level {Working Press)
e $22,500 per year: lease cost includes 12 season fickets, 4 parking passes, and 12 game programs.
* lessee hos the option to purchase up to 10 addifional tickets per game at cost of $206 per ticket.

400 Level (Press Box)

e $49,500 per year: lease cost includes 24 season tickets, & parking passes, and 24 game programs.
* lessee has the option to purchase up to 14 additional tickets per game at cost of $206 per ticket.

500 Level {Sky Deck)

*  $60,000 per year: Lease cost includes 24 season fickets, 6 parking passes, and 24 game programs.
* lessee has the option to purchase up to 28 additional fickets per game at cost of $206 per ficket.

¢ Pending availability and based upon priority point order.

CAM HENDERSON CENTER ARENA BOX SEATS
The Cam Henderson Center Arena Box seats offer a bird's eye view of the action from the Baseline Box
Seats. Perched above the court on the Main Level Concourse of the arena, these seats offer a secluded

view of the game, along with private concessions. A Big Green donalion of $300 per seat is required.
2015 season ticket cost is TBA.

CAM HENDERSON CENTER ARENA RESERVED COURTSIDE SEATS

The Reserved Courlside seats offer an unparalleled experience of the action in the Cam Henderson
Center Arena. These premium seats are located direcily opposite of the team benches on floor level. From
these seats you're right in the middle of the acfion as you cheer on the Herd! A Big Green contribution of

$1,000 [above any other required ticketing contributions] per seat is required. 2015 season fickel cost is
TBA.




M CLUB
The M Club is an organization designed to promote and preserve the friendships and loyalties enjoyed
by all former letter winners of Marshall University. The M Club seeks 1o assist former athletes, coaches,
frainers, and managers in remaining aclively involved with Thundering Herd athieics. The M Club hosts
feam reunion weekends, alumni games, Hall of Fame events and recognizes an M Club Member

of the Year to celebrate and award those who represent Marshall University with pride, passion and
commitment,

Before every home football game, the M Club sponsors a tailgate in the Bob Pruett Pavilion located
at the southwest comer of Joan C. Edwards Stadium on M Club Drive. The pavilion serves as a place
where members and their guests can congregate and sociatize with old and new friends who shared
the same experience of being an athlete at Marshall University.

As a former lefter winner, you have the opportunity to continue fo make a difference in the lives of
current studentathletes. You once lived that life; you know the hours, the work and the sacrifice. As a
fan you love The Herd, and Kelly Green will always be your color. Be loyal to it by confinuing your
support of Marshall University afhletics. Live the Dream. Create a legacy.

Benefits:

Membership Card

Discounts with select local businesses

Free admission to M Club Tailgates

Big Green Member at Marco level

Game Program Recognition Athletic Publication
Invitation to Team Reunions

Costs:

Annual $60 - includes all Marco Level Membership Benefits

Brick $150 - commemorative brick outside M Club Pavilion

Endowments - all money donated goes directly info the M Club endowment for scholarships.

How to Join:

For more information about confinuing to leave a legacy with Marshall University Athletics and joining the M Club,
please visit www.mubiggreen.com, contact the Marshall M Club Office at 304.696.3385 or email Laura Der, M Club
Director at der@marshall.edu. To join, purchase a brick, or give fo the M Club endowment, please fill out the 2015

Big Green Pledge card or online membership form found on mubiggreen.com and send to:

Marshall M Club

Atftn: Laura Der

PO. Box 1360
Huntington, WV 25715




A person wishing to contribute fo the Big Green can do so in many ways. All donor giving is unique, so if you have
any questions please don't hesitate fo contact us at 304.696.4661.

CASH/CHECK/ONLINE DONATIONS
To join the Big Green Annual Fund, simply fill out the 2015 Pledge Card and send to:

Big Green Scholarship Foundation Phone: 304.696.4661
Marshall University Fox: 304.696.6665

P.O. Box 1360 Email: biggreen@marshell.edu
Huntington, WY 25701 Online: www.mubiggreen.com

Checks should be made payable to the "Big Green Scholarship Foundation.”

DIRECT BANK WITHDRAW

Donors wishing to pay their BGAF pledge via a checking or savings account can do so by filling out the Consumer Debif Authorization Form and returning it

o the Big Green Office. Note: A voided check and Annual Fund pledge card must accompany form. Withdrawals are taken monthly on either the 5th or 20th
of the month.

CREDIT CARDS

Big Green members wishing o pay their BGAF pledge via credit card can do so by enrolling in one of
the following payment plans:

1. Monthly - cards are charged either the 5th or 20th of each monih.

2. Four Installments - cards are charged April Tst, June 1st, August 1st and Oclober 1st.
3. Three Installmenis - cards are charged April Tsl, June 1st and August 1st.

4. Two Installments - cards are charged April 1st and june 1st.

The Big Green accepts all major credit cards: Master Card, Visa, American Express, and Discover.
If you have any questions regarding payment of BGAF pledge via bank or credit card drafi
please contact the Big Green Office.

GIFTS OF STOCKS
Gifts of stock are accepled and appreciated. Donors or their designated representative should
contact the Big Green Office for trading instructions.

FAATCHING GIFTS

In many cases donors can apply for ¢ matching gift from their employers that can increase their
support to the Big Green, and in some cases, their associated giving level. Donors wishing

to submit @ maiching gift are encouraged to check the Big Green's eligibility against their
companies matching gift guidelines, and ensure the maiching gift form is returned with their gift. ~
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2015 BIG GREEN ANNUAL FUND PLEDGE CARD

Donor # Name

{Business name if joining as a business)

Contact Spouse Name

Address

State Zip

City

(w)

(h)

Phone {c)

Email

Alumni Year Spouse Alumni Year
Eligitle for onetime rewards of 3 Pricrity Points.

Years

Marshall Athlete Sport
Eligitle for onetime rewards of 3 Priority Points.

Referred By _

Matching Gift Information

If your employer/company has a Matching
Gift Program you could be eligible to increase
your annual contribution with submission of the
appropriate forms.

Company Name:

Maijor Gift Giving

A variety of major gift opportunities exist for those
wishing fo provide support beyond the Annual
Fund.

D Yes, | am interested in Major Gift Giving.

Athletic Publicafion Listing Information

Pledge card must be returned to the Big Green
office by July 1 to be listed in the football game
program and October 1 for the baskethall
progrom.

4 Irequest not fo be listed in the football /
basketball program or any athletic publication.

2015 BIG GREEN ANNUAL FUND PLEDGE CARD

Donor # _ Name

{Busingss name if joining as a business)

Contact Spouse Name

Address

City State Zip

Phone [c] (h)

Email

Alumni Year Spouse Alumni Year
Fligible for onerfime rewards of 3 Priority Poinis.

Marshall Athlete Sport Years

Eligible for one-fime rewards of 3 Friority Points.

Matching Gift Information

If your employer/company has a Matching
Gift Program you could be eligible to increase
your annual contribution with submission of the
appropriate forms.

Company Name:

Major Gift Giving

A variety of major gift opportunities exist for those
wishing to provide support beyond the Annual
Fund.

O Yes, | om interested in Major Gift Giving.

Athletic Publication Listing Information

Pledge card must be returned fo the Big Green
office by July 1 fo be listed in the football game
program and October 1 for the basketbaill
pregram,

O | request not fo be listed in the football/
basketball program or any athletic publication,



John Sutherland

Big Green Executive Director

Associcte Atnletic Director for Development
sutherland@marshall.edu

304.696.4661

Teddy Kluemper, IlI

Director of Atnlefic Development
Annual Fund Director
teddy.kluemper@marshall .edy
304.696.3401

Doug Wallace

Assistant Director of Athlefic Development
Priority Seating and Parking

Endowments

doug.wallace@marshall.edu
304.696.5428

Leura Der

Assistant Director of Athlefic Development
M Club Director

MU Volleyball 2010-2013
der@marshall.edu

304.696.3385

Dutch Heiner
Assistant Director of Athletic Development
heiner 1 @marshall.edu

304.696.3407

Beverly Lee
Program Coordinator

merrit@marshall edu
304.696.7138

Leslie Denney

Program Coordinator

MU Cheerleader 1993-1997
denney?2@marshall.edu
304.696.4661

Jeremy Rogers
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Charlene Farrell ¢ President & CEQ

A Message from the President

World War II veterans are dying at the rate of about
1,000 each day, yet so few know that they could be
missing out on benefits to help them at the end of
their lives. In June of 1991, I testified before the
Senate Veterans Affairs Committee at the invitation of
Senator Jay Rockefeller who was advocating for a pilot
project to provide veterans with hospice care. Today
veterans have access to hospice care through local
Veterans Affairs (VA) Hospital outpatient programs
and through the Medicare Program if they are eligible.
Our local VA Hospital in Huntington, WV works well
with Hospice of Huntington by referring veterans who
need hospice care at home to Hospice of Huntington.

Oftentimes, veterans are unaware that Hospice of
Huntington provides services that could make the last
months of their lives fuller—and certainly more com-
fortable. The big fear among those who hesitate call-
ing in hospice is that a loved one will “give up.” The
reality is that hospice helps people nearing the end
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not receive hospice care. The biggest response we get
from families is they wish they had called us sooner,
because they simply did not know about all the ways
we help the patient and family. Many are surprised
to learn that hospice care may actually improve a pa-
tient's symptoms to the level that they “graduate”
from our program.

With so many U.S. veterans possibly facing a terminal
illness, let’s make sure they get the care they so richly
deserve. We need to let them know they do not need
to be bedfast, knocking on death’s door before receiv-
ing hospice care.

We are a phone call away to offer help with care and
support for their families. Call us at 304.529.4217
or 1.800.788.5480. Our nurse will visit wherever you
live for a free consultation to see if hospice care could
help you or a loved one. We can help sooner than you
think.

Churtoncrmmets
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Lincoln Countgr Events

(Meetings will be held at Lincoln Primary Care Center, 7400 Lynn
Avenue, Hamiin, W)

Grief Education & Support Sessions

Join these sessions covering a variety of issues faced by individuals
dealing with grief and loss.

Tuesdays at 1:30 pm

September 8 — “Introduction to Grief”
Learn ahout effects of grief, reactions many experience, and healthy
coping strategies.

October 13 - “Coping with Stress”
Discuss stress management strategies while learning about the
relationship between grief and stress.

Wayne County Events

{Meetings will be held at Wayne Public Library, 325 Keyser Strest,
Wayne, WV)

Grief Education & Support Sessions

Join these sessions covering a variety of issues faced by individuals
dealing with grief and loss.

Thursdays at 2:30 pm

September 10 — “Introduction to Grief”
Learn about effects of grief, reactions many experience, and healthy
coping stratagies.

October 8 — “Coping with Stress”
Discuss stress management strategies while learning about the
relationship between grief and stress.

ATERIENDS o HOSPICE
CELEBRRATION
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MONDAY, OCTOBER 5

Buy your tickets today! Take advantage
of our Group Promotion for RESERVED
seats (details on page 29).

The Belle is Coming!
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Space is limited.
| |I| Register your team today at www.hospiceofhuntington.org
|

Check-In/Lunch: 11 AM = Tee Time: 12 Noon
Cost: $800 per foursome

Registration includes green fees & cart,
lunch, post-tournament awards reception
(see page 28 for more details)
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“I don't really make a
distinction between myself
as a man and as a Marine.
In many ways, I am defined
by my military service,
certainly since being
awarded a Congressional
Medal of Honor.”

Hershel “Woody” Williams

Spending time with Hershel “Woody” Williams at his home in Ona,
West Virginia is a real treat. The history surrounding this charis-
matic World War II hero is as compelling as the silence that engulfs
his property, with all its purposeful stillness. I arrived nearly half
an hour earty for our chat, figuring an old-guard Marine would not
mind a bit. I was right, because he was eager to get started.

Inside the home he shared with his lovely wife, Ruby Dale, I was
awestruck by the abundance of plaques, letters, statues and medals
that consume the majority of wall space of his living room. “I don't
really make a distinction between myself as a man and as a Marine.
In many ways, I am defined by my military service, certainly since
being awarded a Congressional Medal of Honor,” he says.

Careful not to refer to him as a former marine {Once a Marine, Al-
ways a Marine), it is easy to forget his ripe age of nearly 86 years.
His mind is sharp and his eyes are piercing with reverence and
forethought. He speaks with deliberate precision. Woody Williams
is intently mindful of the details of life he carries with him, even
pointing out a factual mistake by a reporter who once wrote about
his role in the “war to end all wars.” When I suggest it is a friendly
reminder for me to get my facts straight, he does not correct my
assumption.

This man, affectionately called Woody by those who know him
best, is as calm as untreaded water. Sitting in his favorite chair,
he answers the telephone that seemingly rings with assurance that
whomever is calling really matters. “Hello there. I thought I'd see
you on Monday. I was looking for you in the crowd,” he says to a
veteran colleague and friend who was unable to attend the Memori-
at Day observance in Huntington’s Ritter Park. His mood turns a bit
solemn and he quietly utters, “Yes, Sir” several times during their
conversation. It was understood that bad news had been delivered
and there is no need to press him for details.

Growing up in the small town of Quiet Dell on a dairy farm near
Fairmont, West Virginia, Woody's mother gave birth to eleven chil-
dren. Only six survived. “I'm not sure my parents knew exactly what
was causing her to have all those babies,” he jokes. But those
were tough times and several of the children fell victim to the
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blow his own horn—a true American hero,” said Black-

aby.

On June 4th Woody delivered the invocation at the

“Night of Heroes” black-
tie gala near the na-
tion’s capital honoring
WWII veterans, as part
of his official duties as
National Chaplain of
the Congressional Medal
of Honor Society of the
United States. Just two
weeks later, he trav-
eled to Benton, Harbor,
Michigan fo attend a
special program com-
memorating the Pacific
D-Day landing and re-
enactment of the flag
raising at Iwo Jima, the
battle for which his val-
or earned him the na-
tion's highest Medal of
Honor in 1945,

When asked to be the
featured speaker for
an Appreciation Dinner
that Hospice of Hun-
tington recently hosted
for veterans in Lincotn
County, Woody gra-
ciously agreed to do so.
He has since expressed
interest in assisting our
efforts to spread the
word about the Hospice-
Veteran Partnership
Program. This national
effort allows veterans

to access the hospice benefit through VA programs. All

options exist.

Woody Williams relaxes before a Memorial Day
service in Huntington’s Ritter Park.

Medicare-eligible veterans, whether or not they are en-

rolled in Veterans Health Administration, have access to
hospice care through Medicare. Veterans not eligible for
Medicare may have hospice benefits through Medicaid
or other private insurance. However, like 90 percent of

Americans, most veterans simply don’t know that these

“People need to understand what these brave men and

women sacrificed for
the freedom we all en-
joy today. I can assure
you that none of what
we enjoy today would
be possible were it not
for our brave young men
and women in uniform,
whether they are de-
ployed in Iraq, Afghani-
stan, or other places in
this world,” he says with
passion.

Among Woody's many
projects is the construc-
tion of a national memo-
rial monument honoring
all mothers of past and
future deceased men and
women, as well as all
mothers who have given
their loved ones for our
freedom. “No one has
ever really focused on
the sacrifices that every
mother made in sending
her son or daughter off
to fight the war. Think
about it...if it weren't
for our mothers, none of
us would have ever been
here in the first place.
Some 405,000 moth-
ers lost children during
WWII alone. They de-
serve to share a place in

our nation’s history, too,” he adds.

Busy as he is, Woody enjoys talking about his beloved
wife, Ruby, and the life they built together. Married for
nearly 64 years, she died suddenly two years ago. They
had two daughters, Travie Jane and Tracie Jean. He stitl
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Plan to make a difference for yourself and a cause
you believe in through a charitable gift.

As we each are thankful for the gift of life, we should
be mindful that tomorrow is not promised. For some,
thoughts of how they want to be remembered may be at
the forefront of their mind. Perhaps during those quiet
times of reflection, you have considered the best way to
make a lasting tribute to Hospice of Huntington—one
that will help sustain our mission to care for terminally
ill patients for many years to come.

So many generous people shared the vision for build-
ing our beautiful Emogene Dolin Jones Hospice House,
which recently marked its third anniversary for providing
quality end-of-life care to those in need. This would not
have been possible without gifts, large and small, from
people like you. To continue this tradition of giving, we
are pleased to announce the “Legacy Circle” program to
recognize donors who help provide for the future viabil-
ity of Hospice of Huntington through their estate plans.
These future gifts can take many forms, such as a bequest
through a will or personal trust or one of several chari-
table life-income plans.

Your membership in the Legacy Circle involves no dues,
obligations, or solicitations, but it does allow us to thank
you and recognize you for the plans you have made, and
it may inspire generosity in others. Benefits of mem-
bership in Legacy Circle include annual luncheons, re-
ceptions, and invitations to attend special events and
seminars presented by Hospice of Huntington. The most
important benefit, however, you will receive from joining
the Legacy Circle is the satisfaction derived from making
a lasting contribution towards our long-term prosperity.

Hospice of Huntington welcomes those who have made
the decision to “leave a legacy” to Hospice of Hunting-
ton through their estate plan. We look forward to rec-
ognizing legacy donors throughout the year and assist-
ing new legacy donors to fulfill their desires to continue
Hospice of Huntington’s vision.

If you have desig,nate'd Hospice of Hu'ntington as a-"bé:ne—
ficiary or are interested in finding out how you can make
an impact for future generations, please contact Karen
Dickson, Director of Planned Giving and Major Gifts at

304.633.2169 or visit www.hospiceofhuntington.org. =
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that for him. She did everything that he asked of her. It was
so hard on her and I could see the toll it had taken on her
own health,” said son Brent, now living in Florida.

When William Ferrell was admitted to the Emogene Dolin
Jones Hospice House, the family was surprised to see signs of
improvement during the brief time he was there. In fact, he
no longer met the criteria for general inpatient care. “He was
sitting up in bed—something he had not done at the hospi-
tal. He also started eating much better. They did everything
they could for him there. I believe he thought he would be
going back home,” adds Brent. But that never happened.
The family chose to have him moved to an area skilled nurs-
ing facility in hopes of getting stronger, but his weakened
heart prevented that. He died two weeks later.

Looking back on the care he received while at the Hospice
House, Yolanda nods her head in calm reassurance that her
husband received the best care he could get in his final weeks
of life. “I can't think of a better place for him to have been.
The day he died, he was talking to our son and was very
aware of what was going on. I would tell anyone I know that
you don't have to walk this journey alone, because there are
experts who will stand by your side,” she said. »

L ) 1\
ECIAL! \FOUR INFLATABLES

FOR $500
PLUS DELIVERY!

Birthday,Rartiesy
& Events
1-800-799-8992

mandminflatables.com

Make the best choice in banking.

Choose First Sentry Bank.

Mark Suyder | Marshall Football Head Coach

Choosing First Sentry Bank is always the right choice. Serving
Huntington, Barboursville and beyond, we not only offer superior
services for customers needs, but we sincerely care about our
customers. We’ve been your hometown bank for 10 years — Let us
continue to serve you with the quality service you've come to expect.

-

= YOUR TOWN...YOUR BANK

ﬂ-:;-' First Sentry Bank

www.firstsentry.com
823 8th Street » Huntington, WV 25701 « (304} 522-6400
Merritts Creek  Barboursville, WV 25504 » (304) 389-6401
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the Body, Mind and Spirit

By Kit Jenkins, Chaplain

Americans have the wonderful privilege of living in a free country where we
enjoy free press, free speech and free worship. Our big holiday of the summer
is July Fourth and we should always remember that our freedom has come at
a cost. This summer, let’s remember our aging veterans from World War II and
Korea. These have heen called the Greatest Generation.

To use a phrase I've seen at my Legion Post, “All gave some and some gave
all.” These simple words don't do justice for their sacrifice, but we have an
opportunity to say thank you in a tangible way. This is through the Hospice
Medicare benefit. Qur veterans dont have to suffer like they did on Iwo Jima,
the Normandy beaches or Chosen Reservoir. Instead, we can provide freedom
from all aspects of pain encountered by those with a terminal illness.
This includes the spiritual pain caused by holding in unpleasant
memories of combat or behavior during the stress of warfare.

The hospice care teams serving our patients and families are
dedicated to bringing comfort through medicine, navigat-

ing the “red tape” and providing a listening ear or counsel

if asked. Having hospice care makes living with a terminal or
life-limiting illness easier and pain free for our quiet heroes.

We hope you enjoyed family barbeques, picnics and yes, the
parades in honor of those who sacrificed, and continue to do so,
in honor of this great country of ours.

Remember to say thank you to the people who, when called,
raised their right hand and solemnly pledged to defend the
Constitution against all enemies foreign and domestic. Don't let
them suffer in silence. We want to encourage our veterans to
accept the help that hospice care provides for them. It is their
choice and their right. Lets give them freedom from pain.

Have a wonderful summer! »
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THE "WORKS"” PIZZA SALAD
INGREQTENTS:

* 12" Boboli pizza crust cut in 17 cubes

* 100z bag chopped Romaine lettuce

* 4 Roma tomatoes sliced or diced
1 small red anion sliced or diced
* | bell pepper sliced or diced
= 1 small package sliced pepperoni
* 1 12-p2. package shredded Mozzarella cheese
= 1/2 small jar mild banana peppar rings
* 1/2 small jar sliced olives

8 0z. bottle 1talian salad dressing

* grated Parmesan cheese

PREPARATTON
Combine all ingredients in a large bowl, toss to blend and
serve immadiately.

CROCK POT BBQO PULLED PORK
INGREDIENTS:
* 1 whole pork shoulder or Boston butt
= 2 Tbsp. BBO dry rub
1 bottle BBA sauce
1/4 c, Cider vinegar
2 Thep, liquid smoke A
Tabasco or any hot sauce (hawever much you like)

FREPARATIONM!
Turn crock-pot to high; rub meat with the dry rub and place
in the crock-pat. Pour BBU sauce around the meat then

pour the vinegar, hot sauce and liquid smake into the BBQ'

salice hottle, shake to mix then pour over the meat. Tumn
crock-pot to low and cook with [id for 8 = 10 hours, Turn

ciock-pot off and remove meat to a large bowl, let cool

!nnug_h-'mﬁiuﬂu,ﬁan-pull

the meat with your hands, re-

moving fat as you go. Serve af buns with extra BBQ and

hot sauce,

CAROLINA 880 COLE SLAW
INGREDTENTS:
* 1 head cabbage. green leaves jncluded, shredded
* | carrit, shredded
e 1/4c chopped green pepper
1/4 . chopped red onion
2/3 ¢. vegetable oil
1 c. cider vinegar
1c. sugar
1 Thsp. celery seed
1 Thsp. Dijon mustard
s 1 Thsp. salt

PREPARATION:

In a saucepan bring to a boil vegetable oil, vinegar, sugar,
celery seed, mustard and salt. Let cool slightly then toss
with prepared vegetables while still warm. Cover and refrig-
erate overmighl. Great on pulled pork,

FUDGESICLE PIE
INGREGTENTS:
* 18 Oreo cookies, crushed
* 1/3 c. butter, melted
1o, milk
4 pz. box chocolate instant pudding mix
B oz, cortaiper caool whip
2 ¢. chocolate ice cream, softened

PREPARATION.

In a large mixing bowl, combine crushed cookies and but-
ter and mix well bntil crumbly. Press evenly and firmly into
the bottom and sides of a 9" pie pan. Refrigerate while
making the filling. In a large bowl, combine milk and in-
stant pudding mix. Beat with an electric mixer untit well
blended, fold tool whip into chocolate pudding mixture.
Gently fold in softened chocolate ice cream and pour into
prepared crust. Cover and freeze until firm, 3 = 4 hours. Let
stand at room Lemperature for 5 - 10 minutes before slic-
ing. Garnish with chocolate sprinkles.
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B The hard work of grief leaves many bereaved

WORKING
THROUGH

By Mary L. Marks, MSSW, CT, Bereavement Coordinator

individuals feeling exhausted and fatigued.
While relying on personal coping skills and
previous grief experiences, some feel overwhelmed by
grief reactions that may be emotional, physical, cognitive,
behavioral and spiritual in nature. In searching for how to
deal with grief, the bereaved may wonder about grief sup-
port services provided by Hospice of Huntington. What are
grief support services? How are they provided?

Research indicates that developing a strong support sys-
tem and maintaining connections to supportive and caring
people can be key elements for coping with grief and loss.
In providing grief support services to the communities we
serve, the focus of our Bereavement Department is assist-
ing bereaved in understanding unique aspects of a partic-
ular grief experience for each person. This includes provid-
ing education about how grief may affect many of aspects
of life and how uniquely each person may respond to loss.
While building upon each person’s skills and strengths,
our grief support programs also promote developing emo-
tional health and coping strategies. Additionally, we sup-
port each person in finding meaning and continuing life
without the one who died. Most of this grief work is ac-
complished through conversations with the bereavement
counselors, sharing with members of group sessions, re-
viewing grief literature, and personal reflection.

Through participating in Hospice of Huntington grief sup-
ports services, bereaved individuals may develop founda-
tions for coping with grief and loss based on key lessons
or suggestions for self care, including:

BEING PATIENT - Grief takes time; there is no timeframe
for grief as it takes as long as it takes. Grief brings “ups
and down” - days of feeling good contrasted by days of
sadness. The only way to grieve is to go through it.

EXPRESSING EMOTIONS IN A HEALTHY
WAY - Shedding tears and/or learning how
to release difficult emotions such as anger
or guilt may be part of the grief process.
Sharing thoughts and feelings by talking
or journaling about them are both means
of releasing them.

MAINTAINING A HEALTHY DIET: GETTING REST, AND EX-
ERCISING - One means of finding strength and dealing with
fatigue is by taking care of physical needs.

FINDING A SUPPORT SYSTEM OF GOOD LISTENERS - Family
and friends may want to ease pain but not know how; it is
important to let them know how to be supportive as well as
accept their caring expressions.

POSTPONING MAJOR DECISIONS (moving, changing jobs,
etc.) for at least a year, if possible. This may include taking
time before making decisions about a loved one’s belong-
ings.

AVOIDING USING ALCOHOL AND DRUGS - Not only are
many such substances addictive and can lead to chemical
dependence, they may also stop or delay the grief process.

RESUMING OR DEVELOPING A ROUTINE - Setting small
goals to help structure each day. Eventually this will lead
to moving toward goals for the future.

CONTINUING THE BOND. Talking about a loved can bring
comforting memories while finding special ways to remem-
ber a loved one may be personal or shared with others.

To learn more about our grief support services, call the Be-
reavement Department at 304.529.4217 or 1.800.788.5480.

For a list of upcoming meetings, please refer to page 4. *

“Death is simply a shedding of the
physical body like the butterfly

shedding its cocoon. It is a transition to

a higher state of consciousness
where you continue to perceive,
to understand, to laugh, and to

be able to grow.”

- DR. ELISABETH KUBLER-ROSS
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2009 NURSING AWARD
Dennis Moore, RN

2009 SOCIAL WORK AWARD
Diana Cowell, MAT, MSW, ACHP-SW

2009 HOSPICE AIDE AWARD
Raymond Aliff, CHPNA

2009 FUNDRAISING AND DEVELOPMENT AWARD
Ruth Swanson l

2009 HEART OF HOSPICE AWARD
WAYNE COUNTY VOLUNTEERS

Patricia Perry Shirley Danysh

Jean Artis Martha Frye g

Jim Webster ]‘ i
2009 CASPER FRANK AWARD i

Reverend Ed Atchley

2009 GEORGE PARKER SPIRIT OF HOSPICE AWARD
Reverend Suzanne Ellis

2009 OFFICE VOLUNTEER AWARD
Anne Tebbetts

F Wisit www. hospiceorhuntingron.org
" to view more pictures of tha
Annual Appreciation w:ner

2009 PATIENT CARE VOLUNTEER AWARD
Biltie Keller

2009 BEREAVEMENT VOLUNTEER AWARD
Janet Brammer
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Flowens A Bloom

STUDENTS LEND A HELPING HAND

Student volunteers from Buffalo Middle School recently spent time planting beautiful flowers at our main

office location in downtown Huntington. We want to extend a special “Thank You” on behalf of all our
employees who take pride in making our workplace as beautiful on the outside as the hearts of those who

provide care to our patients.

(Pictured L to R) Torie Wel[man Audrey Barr, Jacy Smith, Hunter Waugaman Hannah Ray, and Kassidy Lemons.

(Notdprctured) Shari Pms )\ \rﬁ Liz Ryder, Asgjstant Principal i \ ’{ v
% 2 NE\ “\‘
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4 [ Recent Expos and Health Fair )
WE NEED YOU... Help Spread Awareness
Hospice of Huntington is always in need of patient We were very busy this spring! We took our

volunteers. If you want to make a difference in message of providing quality end-of-life care directly
someone’s life, consider joining our growing number to the community by participating in WKEE's Working

of volunteers. Contact Lisa Floyd, Director of Women’s Expo, the Magic 97.9 Family Expo, HIMG
Volunteer Services at 304.529.4217 or by email at Health Fair, and the Rylee’s Rally event. It was great

[floyd@hospiceofhutnington.org. to hear from so many people who stopped by our

booth to share personal stories and ask questions

. about our programs and services. ®
S&ng - LN, Mmsan and Wayne SOt -

'|tln91!:r1 ;+ 1.800. 7888450
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“Tlarmony for Hospice”
Strikes a Chord

By Denise Springe:, Commumity Education Specialist

Hospice of Huntington in Wayne County hosted a special gospel con-
cert at the Wayne Community Center on May 2md. The averit was of-
fared free to the community, with the generaus support of local music
and school groups, as well as Alvis Ferguson, who graciously agreed to
sllow us to utilize the facility there. More than 350 paopie came out
that day te hear soma of their favorite local groups sing and raised
more than $2,600 in donations toward support of gur prograins and
services.

Groups performing included Rappy Hollow Quartet, Glorybound,
Blessed, Pilgrims on a Journey, Highway 316 and Wilson Creek. Sti-
dents from Wayre Elementary and Wayne Middie School also per-
formed. The program began with 2 performance by the Williamson
Family, who sang, “Jesus Loves Me.” Many in the ciowd were moved to
tears by the three youngsters. Ve want to thank averyone who canie
nut that day. The occasion provided a wonderful oppartunity for us to
share information abaut our pmgrams and services. ®

Your Financial Suppo
Makes a Difference

{onsider making a donation fo
Hospice of Huntington using the
enclosed envelope or visit
www.hospiceofhuntington.org
to make your contribution
online today. =

Mike Prestera (right) answers questions about
Advance Directives

National Healthcare
Decisions Day April 16th

In recognition of National Healthcare Decisions Day,
we held workshops throughout our service area to
educate the community about the importance of
such important matters as designating a Medical
Power of Attorney, creating a will, and completing
an Advance Directive to inform loved ones of your
final wishes.

In addition to visiting public libraries in Cabell,
Wayne, Lincoln and Lawrence County (OH) during
the week, we also spent a day at Cabeli Hunting-
ton Hospital, where we partnered with the Pastoral
Care department. Nearly 20 people completed the
materials that day. Many others took the informa-
tion home to discuss with their family. Among our
own staff, some 15 employees opted to complete
an Advance Directive as well. We also appreciate
the many heartwarming stories people shared with
us regarding their personal experience with hos-
pice. To learn more about Advance Directives, call
304.529.4217.
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HOSPICE of HUNTINGTON, INC. |

’ fmogene Dolin Jones Hnspice House
. Memovial Brick Campaign

2009 BRICK CAMPAIGN ORDER FORM

T Yes, | would like to reserve my engraved brick(s) on the Emogene Dolin Jones Hospice House Memorial Path.

Purchaser's Name:
Business Name (if applicable):
Mailing Address:
City; State: Zip;
Daytime Telephone: ( ) Fax:( )

PAYMENT INFORMATION
Number of Bricks ¥ $200 (each) = § (@mount enclosed) Deadline

[ Check enclosed (make payable to Hospice of Huntington, Inc.)
[ Please charge the full amount to my credit card (Visa®/Mastercarg®),

August 15, 2009

Billing Address (if different from ahove):
City: State: Zip:
CARD NUMBER: EXPIRATION DATE:

3-DIGIT SECURITY NUMBER ON BACK OF CARD (CRV NUMBER):

| authorize Hospice of Huntington to charge the total amount to my credit card.

SIGNATURE {required): DATE:

PLEASE ENGRAVE THE FOLLOWING ON MY MEMORIAL BRICK(S):
(maximum of three lines with 20 characters per line, including spaces)

CHARACTERS

LINE 1

LINE 2

LINE 3

Al text will be centered on brick. Bricks will be ordered once a total of 100 requests are received, and will be installed in the early fall of 2009.
You will be notified when your brick is ready and installed at the Emogene Dalin Jones Hospice House.
NOTE: If purchasing more than one brick, please photocopy this Order Form or visit us at www.hospiceofhuntington.org to download it.

Please mai this completed form to:
Hospice of Huntington, Ing.
ATTENTION: Brick Campaign

PO Box 464 e Huntington, WV 25709

HONOR THE MEMORY OF SOMEONE YOU LOVE
Furchase a personalized brick as a lasting tribute TODAY | or fax to: {304) 781-2670
for more info call: (304) 529-4217 or 1 (800) 788-5480

(\JiHOSPICE of HUNTINGTON
We Light the Way

NOMDISCRIMINATION POLIGY: Hospice of Huntington does not discriminate agairist any persiit on the basis of racs, color, national origin, disabilfty, or ag In admission, reatment, or pariclation in its programs, services and activities, or In empioyment.
For mors information about this policy (Saction 504, Rehahilliation Act of 1973), eaniact the VP of Clinical Senvicss 2t 1 (800) 788-5480 or dial TOD/TTY State Retay Number 1 (8C0) 750-075C for Ohio cr 1 (800) 982-8772 In Wast Virginla.
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Presenzed by
HOSPICE of HUNTINGTON, INC. st WS AL

LIGHTS o/AUTUMN
Fall 2009

2009 LIGHTS OF AUTUMN REGISTRATION/TICKET FORM

" - -
p— AL LA O L

BELLE of CINCINNATI Dinner Cruise o - < .
MONDAY, OCTOBER 5, 2009 YT 'T A T -
HARRIS RIVERFRONT PARK, HUNTINGTON [ Wi A T o m\\*\‘gﬁ
SAILTIME 7:00 PM [ BOARDING TIME 6:00 PM

i . (generall {reserved) P ldy | i A% iy
Tiekats: 9129 igenoril S99 (neaerved) PRTChise ticketsonline!

2-1/2 hour cruise on the Ohio River | EVENT INCLUDES DINNER & LIVE MUSIC

(PLEASF PRINT)
NAME DATE
ADDRESS
cIry STATE zP
PHONE NO. ( ) EMAIL ADDRESS (opt.)
NUMBER OF TICKETS CREDIT CARD INFORMATION
PURCHASED x $125.00" NAME AS IT APPEARS ON CARD
*Order 10 tickets and
recale o resarvedt bl o oo OVISA CIMASTERCARD [IDISCOVER [0 AMERICAN EXPRESS
TOTAL § CARD NUMBER EXPIRATION DATE
3-DIGIT SECURITY NUMBER ON BACK OF CARD (CRV NUMBER}
RESERVED SEAT(S) | authorize Hospice of Huntington to charge the total ticket amount to my credit card.
@ $150.00 per ticket SIGNATURE DATE
{minimum 2 fickets)
TOTAL § OPTION FOR TICKET DELIVERY LOST TICKETS WILL NOT BE REPLACED.
[ PLEASE MAIL MY TICKET(S) ON SEPTEMBER 21, 2009
O3 | WILL PICKUP MY TICKETS AT HOSPICE OF HUNTINGTON.
PAYMENT TYPE CASHO TICKETS AVAILABLE SEPTEMBER 21-25, 2009
(check # ) CHECK O
CREDIT CARD OO SIGNATURE DATE
INVOICE I PAYMENT INFORMATION
PREFERRED ENTERTAINMENT/DECK PAYMENT TYPE
] 4 Table Narme O CASH O CHECK (# ) O CREDIT CARD O INVOICE
eserved Table Name: I PAID IN FULL
[y— Dtz SANDY
03 FI-"KEE” PARTY ISLAND = a Please mail this completed form to:
) Hospice of Huntington, Inc.
01 TAKING IT (BIG) EASY, Tribute to Nawlins (COMPRECARE ATTENTION: Lights of Autumn
0 CHAPMAN PO Box 464 ¢ Huntington, WV 25709
[ DAWG DAYS AT MYRTLE BEACH % or fax 10: (304) 523-6051
for more info call; (304) 529-4217 or 1 (800) 788-5480

*Erdertainment subject to change

INTERNAL USE ONLY: RESERVED TABLE NUMBER(S) TICKET NUMBERS ISSUED TO THIS CUSTOMER

HONDISCRIMINATION POLICY: Hospice of Huntinglen does ot discriminate against any person on the basls of race, color, national origin, disabilily, or age in admission, treatment, cr participation In its programs, services and activities, or In employment.
For more Information abourt this pelicy {Section 504, Rehabiltaticn Act of 1973), contact the VP of Clinical Services at 1 {800) 788-5480 or dial TDD/TTY State Relay Number 1 {800) 750-0750 for Ohio or 1 (B00) 982-8772 in West Virginia.
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Joann & Bob Ellis

Betty Elmore

Nancy Ely

Sandra Esque

Rickey & Anita Estep

Chlora Evans

Jack & Honey Evans

Joseph & Teresa Evans

Linda Evans

Deborah Everett

Eye Consuitants of
Huntington, Inc.

Daniel Fallon

Anita Farrell

Ed, Jacquie, & Laura
Ferguson

Julia Ferguson

Rebecca Fetty

Vickie Fields

First Baptist Church of
Proctorville

First Sentry Bank

Robert & Lynn Fischer

Nancy Fisher

Angela Fleetwood

Lyndell Fleischman

J. H. Fletcher & Co.

Shirley & Glenda Fletcher

Ronald Flora

Katherine Forbes

John & Joanne Forch

Foster Foundation

Beulah Foster

Carolyn Foster

Jane Fotos

Foundation for the
Tri-State Community

Joan Fox

Dr. Michael Fredrick

Mike & Jean Fredrick

Jo Ann Fromhart

Roger & Patty Fry

Pam Fulton

Brett & Carolyn Gallatin

5ally Games

Velma Gaskin

General Services
Administration

lsenoa United Baptist Church

Gigi Gerlach

3eulah Gesner

Patricia Ghearing

James Gibson

Freda Godfrey

(harles & Nicolette Goheen

Stephen & Karen Gold

Kenneth & Betty Goldman

lohn Gore

Robert & Naomi Gorham

['hristine Graner

5tan & Sheila Gray

Kenneth Green

linda Gregory

areiner & Cyrus, L.C,

Melvin & Margaret Grimes

Paul & Margery Haas

Patricia Haby

Anna Haddox

Jess & Ruth Ann Hagaman

Jack & Mary Hagan

Janet & Andrea Hager

Doris Hague

Dan & Mary Handloser

Delma Handloser

Dr. J. R. & Betty Hannan

Andra Hardin

Mary & Robert Hardin

Jerry Harless

Linda Harold

Nadine Harrell

Michael & Linda Harrington

Shannon Harshbarger, Jr.

David Hatfield

Judy Hatfield

Nell Hatfield

Kathleen Hazlett

Robert Heck

Dee & Beth Heinz

David & Brenda Henagen

Delbert & Charolette Hensley

The Herald Dispatch

Danyel Herdman

Hess, Stewart, & Campbell,
PLLC

Dorothy Hicks

Vicki Hicks

Greg & Holly Hodge

Jerry & Karen Hoffman

Jo Anne Holley

Raymond & Sharon Holley

Roger Holliday

Linda & Jeff Hood

Dale & Deborah Hooker

Patty Hopper

Carolyn & Herb Horner

Gloria Houck

Kathleen Houck

Russell & Linda Houck

Sara Howard

Frances Huddleston

Alma Hughes

Elaine Hunt

Kelly Hunter

Huntington Duplicate
Bridge Association

Huntington First Church of
the Nazarene

Huntington High School
Class of 1956

Huntington Jr. College

The Collis P. Huntington
Railroad Historical Society,
Inc.

David Husted

Independent Agribusiness

Professionals

Industrial Machine &
Fabrication, Inc.

Insurance Systems

Brenda Isaac

Martha Isaac

JABO Supply

Jewel Jackson

Deloris Jarrell

Raomi Jewell

Homer Jimison

Richard & Louetta Jimison

John & Inez Jobe

Alberta Johe

Dave & Jo Ann Johnson

Libby Johnsan

Phyllis Johnson

Zena Johnson

Dr. Terry & Suzanne Jones

Steven & Linda Jordan

Stamatios Kartalopoulos

Ron & Janie Keeney

Ellen Kell

Sean Kelly

Evadeen Kesler

Betty Kickliter

Erin King

Helen & Jeff King

Richard Kinnaird

Betty Kiser

Mary Knauer

William Kosto

Jean Kouns

James Kovach

Robert Labrecque

Robert & Judith Lambert

Lamp, 0'Dell, Bartram, Levy
& Trautwein, PLLC

Thomas & Patti Landers

Mark Lane

Brad Lanier 0il Company

Clifford Lantz

Anis Lawrence

The Lawrence County Bar
Association

Michael & Laura Layland

David & Kathryn Leap

Margie Leap

Suzanne Leibee

Jeanne Leland

Dara Lemon

Brent & Kellie Lemons

James & Kay Lemons

Kristan Lenning

Virginia Levine

Bill Lewis

Jerry Lewis

Ruth Lewis

Arloa Leyh

Millard Lilley

Lincoln Primary Care

Virginia Linsenmeyer

Robert Lively

Logan Motorcycle Sales, Inc,

Erma Long
Mark Lozen
Jill Lutz
Anna Lycan
A. Lyman
Mary Lyens

M & J. Electronic Service

Renee Madison

Susan Mannon

Marathon Petroleum
Company, LLC

Marcum Material Handling

John Marjancik

Amelia Marra

Marshall University

Bob & Cheryl Marshall

Phyllis Martin

R. Craig & Carol Martin

Jewell Matthews

Maxies Lounge

Brenda Maynard

Linda Maynard

Mary Maynard

E. Maynor

Blanche Mayo

Shirley McAllister

A. C. & Kathryn McCaleb

Margaret McCalla

Marjorie McCalla

Jessie McClain

Dorcas McClure

Anne McColm

Joseph McCoy

Charles & Diana McCreery

Sally McGill

Aly McGinnis

James McKittrick

Catherine McMichael

Betty McMillian

Oveta McMillian

Maretta Meadows

Tim & Edna Meisel

Chip & Julie Merritt

Wesley & Diane Merritt

Kathryn & Gordon Merry

Kathryn Messinger

C. Michael

Gregory & Susan Miller

Betty Mills

Milton Baptist Church

Charles & Roberta Mitchell

Jo Ann Mooney

Lois Moore

Sharon Moore

David & Nancy Morrison

Harvey & Peggy Morrison

Jean Mosser

Mary Murphy

Musical Arts Guild

Barry Myers

Margaret Myers

Ron & Perry Myers

Mike Naffah

Joe & Debbie Nance

Lois Nance

Paula & Eric Napier

Sally & Herbert Napier

Carolyn Neace

C.R. & Victoria Neighborgall

Dr. Robert & Deborah
Nerhood
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Mary Culbertson
James Curnutte
Ronald Dean
Mark & Jane Delauter
Lois Dickson
H. Dodge
James Doherty
Melvin Dunn
Alben Duvall
Cordell Edwards
Bill & Suzanne Ellis
Joseph & Teresa Evans
Joseph & Chelee Farrell
First Preshyterian Church
Marvin & Sue Fletcher
Foundation for the Tri-State
Community, Inc.
Friends of Hospice
Bonnie Gibson
George Goff
Marietta Grass
Greek Orthodox Ladies St.
George Philoptochos
Loreen Hagy
Robert Hardin
William & Debbie Heaberlin
Donald Herndon
Emily Huffman
Wilburn & Maxine Hurst
Virginia Hutchinson
Thomas & Karla Hysell
Judith Jackson
Bradley Jones
Pam Kesterson
David & Marcy Kitchen
Matthew & Lee Ann Klaiber
Harry Kreglo
Kroger Mid-Atlantic Division
Janice Kuhn
Dr. Jane Kurucz
Larry & Jane Lambert
Joye Lamp
Wayne Legg
Brent & Kellie Lemons
James & Kay Lemons
Lorine Levine
Hobert & Rosa Linville
lid Marcum, Jr.
William & Muriel Martin
loan Massey
Helen Mathis
&, C. & Kathryn McCaleb
inne McLemore
aron & Kathy Miller
‘amara Miranda
dud River Baptist Church
red & Vicky Murdock
‘amela Nichols
\nn & David Niday
nseph Noll
lak Hill Church
'pen Door Baptist Church
ally Oxley
leanor Perdue
lary Powell

Pritchard Electric Company,
Inc.

Patricia Proctor

Charles Ray

Mary Reynolds

Ralph Saville, IIT

Roy Shank

Janice Shrewsbury

Geraldine Simpson

Marvin & Carole Slomke

Marvin Slomke

Carolyn Smith

Don & Linda Smith

Don Smith

Mark & Sherri Solochek

Donna Spindel

Troy & Merilyn Spry

St. Joseph Catholic Church

Woman's Guild

St. Mary's Medical Center

Dorothy W. Stacks

Marlene Stewart

Rosemary Stover

Sunshine Freewill
Baptist Church

David & Dianna Taylor

Patricia Thacker

Joe Thompsen

Albins Tillers

Lester Toler

Dianna Torchia

Kenneth Tschop

United Methodist Women

United Way of the River
Cities, Inc.

Elmer & Jacqueline Van

Kuren

Carol Vanstory

Georgia Waugh

Wayne Baptist Church

Tomi & Philip Weber

Mark Weiler

Deborah Wells

Robert & Marie Wells

White Chapel

Jim & Annie Wise

Women of the Moase,
Barboursville Chapter 2223

Roger & Norma Wooten

WV State Employees
Combined Campaign

EMOGENE DOLIN

JONES HOSPICE HOUSE
Gladys Adams

Angela Albertson

Harriette Allison

Elizabeth Anderson

W.B. & Doris Andrews

Larry & Millie Anzelmo
Barbaursville Exercise Class
William & Mary Barnett
Golda Barton

Carol Berkenbaugh

Brad & Jean Blankenbeckler
Roy Boley

Joseph & Nancy Bostar
Pamela Bowyer

Poe & Judith Bradbury
Don & Dinah Bragg

Pegay Bragg

Frank & Jane Brown

Jane Browning

Annie Buerger

John & Diana Carter
Evelyn Cartmill

Paul & Mary Jane Cary
Virginia Chaffin

Carolyn Chapman

Charles & Gladys Chapman
Church of God 7th Day
Clauson, Mrs. Don Clauson
Annie Colegrove

Richard Corwin

Donald Cottle

W. Cottle

Sheila Crace

Mary Crosier

Annabelle Cruise

Juliana Cummings

Donald & Karen Curl
Christopher Curry

Barbara Cyrus

Larry & Nadine Cyrus
John & Connie Danford
Gary Davidson

Beverly Davis

Larry & Dortha Davis
Larry & Rachel Davis
Rachel Davis

Mark & Jane Delauter
Jean Diffenderfer

Betsy Dillon

Elizabeth Dillon

Dona Dorsey

Patricia Dyke

Cynthia Easthom

Ewell Edmonds

Betty Elmore

Deborah & Bert Eplin
Leola Fife

Paul & Barbara Finley
Roger & Brenda Fortney
Cathy Frazier

Carl & Rosemary Gooderham
Marietta Grass

Brenda Grove

Timothy & Rebecca Hardwick
Calvin & Freda Hatfield
Freda Hatfield

Barbara Henley

Nicholas & Sharon Hilgert
Joseph Hill

William Holden

Kathleen Houck

Rebecca Huffman

Inco Ladies Retirees Group
Insurance Systems, Inc.
International Brotherhiood

of Electrical Workers,
Local Union #317
Judith Jackson
Ron & Barbara Jarvis
Jenkins Fenstermaker, PLLC
Karen Johnston
The Johnston Family
Carol Jones
Virginia Jones
Denise & Burgess Justus
K & B Pest Control
Kenneth Kacenga
Marsha & Bruce Kauff
Nancy Keeling
Stephanie Kilham
King's Daughters
Medical Center
Amy Kright
Gail Lacy
The Lacy Family
Geraldine Lambert
Celia Little
Darrell & Anita Looney
Joanne Louth
Clara Lucas
Sylvia Manns
Marshall University Dept. of
Residence Services
Cheryl Marshall
Karen Maynard
Michael McAteer
Jessie McClain
Brenda McComas
Carrol McMaster
Doris Meade
Sandra Midiiff
Tamara Midkiff
Paula & Bob Miller & Family
Milton Baptist Church
Richard & Carolyn Myhrwold
Eugene Napier
Network for Good
New Baptist Church
Norma & Gene Newman
Lenard & Linda Nida
Lorraine Nossett
Susan {'Connor-Von
Clifford & Bonita Oliver
Open Door Baptist Church
Nicki & Keith Osburn
Judge David Pancake
Eddine Paschall
Charlotte Patton
Peoples Insurance Agency
Lisbeth Perez
Pamela Peverini
David & Carolyn Plants
Jimmy & Leta Pratt
Terrance & Jamie Pullen
Barbara Quinlan
Warren & Rebecca Ray
Clara Reese
Nancy Reighard
Dr. Roberta Rice
James Rife
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Ada Watts

Joanne Watts

Joe & Lucretia Webb
William Weekly

Nancy Weider

Betty White

Jane Wilhelm

Patricia & Darrell Williams
Teresa Williams

Lisa Willis

Bill & Lois Wilson

Glen “Hack” Wilson
Stephanie Winfrey
Janice Wise

Vicki Wiseman

Roger & Norma Wooten
Elizabeth Worrell

Jean Wylie

Cindy Yeager

HOSPICE HUGS
Friendship Class of Kenova
United Methodist Church
Wanda & John Skidmore
Trinity Church of God
Wesleyan Class

“LIGHT-A-LIFE"”
MEMORIAL TREE
CAMPAIGN

Anonymous Donor
Mary Babcock
Angela Cantley
Barbara Harmon
Lisa Henry

Jack & Elizabeth Husted
Patricia Justice
Shawnee Lewis
Carolyn Lusher
Patty Maynard-Perry
Debbie Nida

Sandra Riley

l.eslie Scragg

fhayle Sites

Kathy Spence

Rick & Susan Stoler
Barbetta Tock
Marsha Welch
flizabeth Whitt

CAPITAL CAMPAIGN
qr. & Mrs. David Adkins
_hris & Megan Buell
“harles Henson

loses Automotive Network
ally Oxley

tebecca Adkins Rinehart
lubberlite, Inc.

L. Mary’s Medical Center
‘ruce & Patty Stout

arry Tweel

homas Wolf

EMOGENE DOLIN

JONES HOSPICE HOUSE

MEMORIAL BRICK

CAMPAIGN
Kimberly Ball

Sheila Burns

Freda Chapman
Elmie Chase

Debbie Cline
Kathleen Cook

Linda Dean

Jack & Judy Eblin
Dwight & Tammy Edwards
Winona Eskins

Nancy Fisher
Michael & Jane Fotos
Donna Francis

James Gilkerson
Susan Gilpin

Doris Harman

Coby & Bob Hickman
B. Hill

Judith Jackson
Alberta Johe

Betty Jordan

Bonnie Lytle

Connie Maynard
Estate of David Meredith
Sandra Midkiff

Pearl Miller

Lonnie Morrison
Eugene Napier
Debbie Nida

Sarah Reed

Tim & Sharon Rutherford
Peggy Sturgill

Peggy Thurston
Goldie Walker

Janet Wallace

Hugh Williams

Karen Wilson

HUNTINGTON BEACH

PARTY FUNDRAISER
Charlotte & Norman Adkins
Raymond Aliff
Anonymous Donors
Appalachian Power Co,
Jaimie Armentrout

Tina Armstead

Sherry Auffant

Steven & Vanessa Bailey
Tim Beach

Lee Anne Beckett

Shelly Betz

Andrea Boster

Lisa Broce

Sandra Budden

Jessica Bunn

James Butler

Cindy Cannon

Christy Carr

Barbara Cassidy

Melissa Cazad
Champion Industries
Karen Conley

Leo & Paula Cremeans
Mitzi Cyrus

Valorie Dennison

Dr. Ben Dickens
Karen Dickson

Amy Dillon

Barbara Edwards
Charlene Farrell
Angela Frye

Nina Galardi

Mark Gibson

Rickey Griffith

Olive Hager

Kathy Hannan
Cynthia Hawley
Dennis Heighton
William Iddings
Steve Johnson
Thomas & Terrie Kirwan
Janet Koon

Jeanette Little

Mary Marks

Steve McComas

David Moehling

Sarah Nenni

Mickey Newsome
Newtech Systems, Inc.
David Nolan

Diana Nolan

Tanyia & Gerard Oakley

Beverley Pofahl
Jean Ramsey

Melissa Reed

Dr. John Romans
Kimberly Rood
Georgeann Ruby
Elizabeth Sammons
Emma Shoemaker
Belinda Smith
Sharon Smith

Renee Snyder

Denise Springer
Scott & Laura Stamm
Cynthia Stone
Kathryn Thornton
Debra Topping

Ethel Uirich

Janice Valentine
Amy Vaughan

Don & Mary Jo Vermilyea
Robert Webb
Rebecca Wells

Mary West

Tony & Linda Williams
Dr, Cynthia Winger
Cathy Wright

Amy Zopp

CAMP GOOD GRIEF
Arthur & Joan Weisberg

REECE BOOTH
PHOTOGRAPHY

apecialng

k-

W60 | e-maill: reecet

www.reecephotography.com
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mST MARY'S

REGIONAL CANCER CENTER
2500 First Avenue » Huntington, WV 25702

When you hear the word “cancer” in connection with your name,
it’s never easy. St. Mary’s has a team of professionals who will
provide the care and support you'll need during treatment.

<@y, For more mfnrmatmn call
(304) 52611349 0T

17800-9STMARYS -

Veruﬂnse_. MD Vice President

st Mary's Regional Cancer Canter
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Nearly one of 10 people is a family caregiver for senior citizens. And, as
the “Baby Boomer” generation ages, that number will increase. It might
surprise you to know that the value of services provided by family caregiv-
ers is estimated to be $306 billion dollars a year (nearly double the amount
spent on homecare and nursing home services combined), according to the
family caregiver website.

Even though caregivers have plenty of company sharing their plight, they
often feel isolated and inadequate to deal with the day-to-day issues of
caring for a dependent adult—who, at times, may not be all that coopera-
tive or seemingly appreciative of the care they are receiving. Given the
reality that family caregivers may sacrifice their own career, living space,
and even their own health to care for a loved one, it’s an even more chal-

A Message fI'O].’Il lenging role.

the President Our team of hospice professionals can help caregivers much sooner than

they think. Although families typically call upon us in the last weeks of
Charlene Farrell e President & CEO life for a loved one, hospice care is available for six months. During this
time, caregivers receive help with bathing and shaving the patient. They
receive expert advice on the actual medical and nursing care. We even
provide an on call nurse twenty-four hours a day, seven days a week, so
that any crisis or question that comes up can be answered immediately.
Counseling services are also available to help ease the caregiver’s feelings
of anxiety or guilt, and especially grief. The financial burden is lessened,
because hospice services are covered by most insurances, and care is pro-
vided regardless of ability to pay. We also work with the patient’s doc-
tor throughout the hospice experience to provide updates on the patient’s
condition, deliver the best care and keep your loved one as comfortable as
possible.

Studies show that patients with hospice care live longer and better than
those without this specialized care. So, why are so many people reluctant
to ask for hospice services? Most often, we hear that caregivers feel it is
their duty to care for their loved one, and not to share the burden. Or,
the caregiver has been in caregiver mode for so long, that he or she does
not realize the end is near. We know that our hospice team provides the
security and peace of mind about the care of the patient, allowing the care-
giver to be free to relate to the patient as husband, wife, son or daughter.
This opens up the relationship to say those important things while there is
time left to say them. Because of the support received along the way, our
patient’s families are more likely to deal with grief afterwards in a healthy
way.

If you or someone you know has a loved one who might be eligible for
hospice services, our nurse will visit, wherever you call home, for a free
evaluation. Help is only a phone call away, and Hospice of Huntington is
ready to answer. Call us at (304) 529-4217 or 1(800) 788-5480.

%@M




Lawrence County, Ohio
{Meetings will be held at Briggs Lawrence County Public Library,
11054 County Road 1, Chesapeake, Ohio)

Among Friends
Bring your lunch and share in discussicns about grief and loss
regarding upcoming meeting topics.

Tuesday, April 13 at 12:00 noon — Coping with the Loss of Spouse
or Life Partner | Tuesday, May 18 at 12:00 noon - Coping with
Parental Loss

:BPQCJ'aﬂ S vents

Patient Care Volunteer Training
Call Lisa Floyd, Director of Volunteer Services for details
{304} 529-4217. (Date and time to be announced)

National Healthcare Decisions Day | April 16
We encourage you to complete an Advance Directive te let your loved ones
know your final wishes. For help, call (304) 529-4217.

Cabell County

Emogene Dolin Jones Hospice House | 3100 Staunton Road | 11 am - 1 pm

Hospice of Huntingfon Business Office | 1101 Sixth Ave. 1 11 am - 1 pm
Cabell Huntington Hospital, Main Lobby | 10 am - 2 pm #mrpﬂmmﬁ

CabellHuntington
Lincoln County Hospital
Lincoln Primary Care Center | 7400 Lynn Ave. 1 11 am - 2 pm

Wayne County
Hospice of Huntington Office | 216 Keyser | 11 am - 2 pm

Lawrence County
Briggs Lawrence Gounty Public Library
11054 County Road 1111 am - 2 pm

Harmony Sing for Hospice Concert | April 17
Saturday, April 17 | 5:00 pm | Wayne County Community Center
FREE Event Organized by Wayne County Advisory Board

Hospice of Huntington Employee and

Volunteer Appreciation Dinner | May 4
Tuesday, May 4 | 6:00 pm | Don Morris Room, Marshall University

Heating Up the Greens Golf Scramble
August 16

Monday, August 16 | 12 Noon | Guyan Golf & Country Club
See page 24 for details

APPALACHIAN
FILM FESTIVAL 281®

SHORTS & MICRO-FILMS CATEGORY

APRIL 16, 2010 | 6 -7:30 PM

COCKTAIL RECEP

BATISEL]

ON 5:30 -

TICKETS | $15 INDIVIDUALS | $25 COUPLES
AVAILABLE AT HUNTINGTON MUSEUM OF ART
HOSPICE OF HUNTINGTON GIFT SHOP

COMIC WORLD OR VISIT APPYFILMFEST.COM

CAST YOUR
VOTE!

fr ]_l G ':'

award in the shorts

& micro-tilms category. *

*Winner will be recoc during the

2010 Appalachian Film Festival Ap

24 2010

b A

A COLLABORATIVE FUNDRAISER BY

.-if!i...}bl‘i{_'f; f HUNTINGTON.

& ‘ HUNTINGTON
MUSEUM OF ART



Pia Margot Sinka Porter

After relocating to Arizona, Pia eventually retired as a
senior financial systems analyst. She volunteered for the
American Cancer Society, hiked the Grand Canyon, and
even achieved champion status for her beloved Bernese
Mountain dog, a retirement gift from Fern and Ned and
the breed which they now have as their family dog. “Mom
loved life and she was always willing to
drop everything when we needed help.
When our kids were young, she would
use her annual leave to join us on va-
cation so that she could help with our
children,” recalls Fern.

Following her mother's lead, Fern and
Ned often accompany their children on
trips to help with the grandchildren. As
fate would have it, they were vacation-
ing with their son’s family in the Grand
Cayman Islands when Fern’s beloved
mother, Pia, died in January of 2008.
She had been at the Emogene Dolin
Jones Hospice House a month earlier
but recovered enough to return to her home in assisted
living. Fern says that it was the loving care of Hospice
that made it possible for her to continue to spend time
with her grandchildren.

For Ned Jones, losing his mother after a 14-year battle
with severe health problems was agonizing. Ned recount-
ed, “Many times during those years, especially the last
three or four, Mom had episodes where we thought we

“People fiave to be
a strong advecate
Jfor a loved
one, but fiaspice

allows you
to relax and
I“!.t.’l / 1ee
Jfrem worry. "
-Fern Jones

Nedra Wilhelm Jones

were going to lose her. When she was able to return
home from the hospital, hospice was there to provide
the medical care she needed, so that we could keep
her in the comfort of her own home until she passed
away.”

She, too, was once a vibrant lady
who was a celebrated orator and
skilled debater. At age 13, she won
the state high school oratorical con-
test, and at Goucher College she not
only debated, but also was a coach
of the debate team. She was well
versed in politics and was the young-
est Delegate at the Republican Na-
tional Convention in 1932, where
she spoke and was the guest of Low-
ell Thomas on his syndicated radio
show. Shortly thereafter she married
Bartow Jones in Point Pleasant, WV.
As their family grew her interests in
the political process changed from
giving campaign speeches to inspiring her husband and
children to get involved in the political process.

Although active in the community, Ned said, “Mom is
remembered by her children as always being there to
guide and comfort us. We cherish so many little things
that Mom did for us during our early childhood.
like the songs she sang .
to us at bedtime.




spotlight

A Voice Is Heard

By Karen Dickson, Dmctos of Planned Giving and Major Gifts
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“The memorial donor wall will provide an awesome opportunity for those who wish to
remember or honor others by their caring and generous qifts. " uet Holimb RN, CHPN

On any given day, members of our hospice patient
care team have the privilege of providing comfort and
support to some of the most vulnerable people of all
- those nearing the end of life. The impact of their ef-
forts is evident throughout our organization and com-
munity. Still, we try to do more, often times with less,
to ensure that every patient and family is cared for. It is
also true that Hospice of Huntington staff often bring
forth ideas about ways to become even better at what
we do best. On a regular basis, we are encouraged and
inspired to submit an Opportunity for Improvement,
simply called an OFI within our organization.

After visiting other hospice facilities which have me-
morial donor walls, Janet Holcomb RN, CHPN, at our
Emogene Dolin Jones Hospice House, was impressed
by what she saw and recognized the value it could
bring to our inpatient facility. More than a year ago,
she submitted an OFI on the project, and her voice
was heard. Janet's idea was strongly supported by her
work colleagues. In the coming months, the donor
wall will become a reality, when Hospice of Huntington
unveils its beautiful wall sculpture on the patient care
floor of the Emogene Dolin Jones Hospice House. This

uniquely designed sculpture is a signed original work
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patient care

A Journey 4

By Shelly Betz, Editor

One of the most unique things about hospice care
is the support provided to family members who are
dealing with the loss of a loved one. As a patient’s
medical, emotional and spiritual needs are being met
throughout the dying process, family members are of-
ten reassured and comforted by the help they receive.

When Judy May's husband,
Ralph, died of cancer last
year, she found herself
consumed by grief. Mar-
ried for 47 years, they
were college sweethearts
who shared a passion for
life, each other, and Mar-
shall University. Ralph May
was the first quarterback
to start for Marshall under
university status. Later, he
was a coach who often took
on the role of mentor and
father figure to young male
athletes who needed guid-
ance. A charismatic man,
Ralph May was larger than
life. “This may sound odd,
but I never thought he'd
die. He was so full of life
and he was a caring, loving,
special man,” Judy said.

Like many widows, losing her husband has been dif-
ficult for Judy. She recognized early on that she would
need help in coping with her feelings and turned to
Hospice of Huntington's bereavement professionals,
attending individual and group support sessions where
she met others facing similar challenges. “It helped
me so much to know that I was not alone...that what
I felt was normal and that I was not losing it. I miss
Ralph so much, and it's hard to pick up the pieces
when the love of your life is gone forever,” she said.

Her children and family members have also been a
source of support for Judy. She spends various holi-
days and special occasions in their company, keeping
an active schedule just as she had done with her hus-
band. She has returned to participating in Marshall
pre-game tailgate parties, something she and Ralph
enjoyed together for many
years. For the first Thanks-
giving without him by her
side, she set a place at the
table for Ralph. The family
shared memories and even
enjoyed a laugh or two.
For Judy, it was very much
a part of her grief journey.

Still, she credits Hospice
of Huntington with helping
her to see the light beyond
her grief. Recently, two of
her most dear friends lost
their husbands and she en-
couraged them to reach out
for help in the way she did
to understand they are “not
alone in their emptiness.”

Group and individual sup-
port sessions are open to
anyone in our community
who needs them, free of
charge. Judy believes people simply are not informed
about this aspect of hospice care for family members. “I
think there’s some kind of stigma about seeking coun-
seling for grief. People need to know about this...they
just don't know. They (hospice) teach you that your
grief is personal...that it's okay to feel what you feel.” ®

Pictured above: Ralph and Judy May



Getting Thing

ings to do. Whether
it’s cleaning out the garage to get things organized, or go-
ing through our closets one more time to free ourselves of
clutter and unused things, we often use the change in sea-
sons as a motivator to get back on track. Likewise, these
months are also a good time to get our spiritual “houses”
in order.

If you are at odds with a friend or a family member, take
the time to mend that relationship and restore what may
have been lost. Sometimes the longest-running feuds are
those that no one seems to remember, when it comes to

s in Order

By Kit Jenkins, Chaplain

Human beings are meant to be social and relational, and
to remain apart from each other except for necessary short
periods is unnatural. Perhaps the best place to restore re-
lationships is within your chosen place of worship. There,
you have the support of spiritual leaders on neutral ground
and no one has to decide who goes first and where, If
you have the courage to take the first steps to reconcile
a strained relationship, you may discover that the person
you regard as the antagonist wants very much to be a
friend again. When I got cross-wise with the kids in my
neighborhood as a young boy, my Grandpa Holly told me
that I needed to keep in mind that it “takes six friends
to carry a casket.” That didn't make sense to me when I
was eleven-years old. At that time, I was pretty sure that
I would live forever — at least to the ripe-old age of

thirty.

The point I'm trying to make is that life is too short to
waste on fighting or sullen silence. If you have a fam-
ily member in hospice care, or may be considering
this type of care for a loved one, we want you to
know that our clergy volunteers can help you
in mending relationships that are important to
you. Make forgiveness and reconciliation the
capstone of your to-do list. It is a high call-
ing to be the first to make peace and bring
the hope of a new spring to a lonely soul.
Whatever is in your “spiritual closet” that
needs cleaning or throwing away, there’s no
time like the present, ®
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GREEN BEAN CHICKEN CASSEROLE PACKET
1 sheet heavy duty aluminum foil

1 boneless, skinless chicken breast halve

s 1/4 can cream of mushroom soup, undiluted

1/2 tsp. salt

1/4 tsp. pepper

Paprika

1/2 cup frozen cut green beans

1 potato, cut into 1/2-inch cubes

1 tsp. butter or margarine

Heat oven to 375°. Center one chicken breast half on foil
sheet. Combine soup, salt and pepper. Spoon soup
mixture over chicken; sprinkle with paprika. Top with
vegetables and dot with margarine. Bring up foil sides.
Double fold top and ends to seal packet, leaving room
for heat circulation inside. Bake for 30-35 minutes on a
cookie sheet in oven.

ITALIAN CHICKEN PACKET

e 1 sheet heavy duty aluminum foil
e 1 honeless, skinless chicken breast halve
e 1 Tbsp. olive oil

* 1/4 onion, chopped

1 garlic clove, minced

1 fresh ripe Roma tomato chopped
1 large mushroom, sliced

1/4 green pepper, diced

1/4 tsp. Italian seasoning

pinch of black pepper

1 serving cooked pasta

Heat oven to 375°. Center chicken fillet breast on the
foil sheet, combine onion, garlic, tomatoes, peppers,
mushroom, Italian seasoning and pepper. Mix well.
Spoon mixture over chicken. Fold foil into neat, sealed
packages. Place on a cookie sheet. Bake 30-40 minutes.
Serve over cooked pasta.

RILLED MEAT LOAF MEAL PACKETS
1 sheet heavy duty aluminum foil

1/4 pounds lean ground beef

1 tsp. of onion recipe and dip soup mix
(from 2-ounce box)

1 egg

1 Thsp. milk

1 Thsp. Progresso plain bread crumbs

1 Thsp. ketchup

1 potato, cut into wedges

4 baby-cut carrots

Fresh parsley, if desired

LI |

* @ & 9 L ]

Heat oven to 375°. Spray one side of a sheet of heavy
duty aluminum foil with nonstick cooking spray. In
medium bowl, mix beef, dry soup mix, egg, milk and
bread crumbs. Shape into a mini loaf, top with 1 Thsp.

of ketchup. Place potatoes and carrots around each loaf.
Fold foil into packet, allowing space for heat circulation
and expansion. Fold other sides to seal. Place packet on
3 cookie sheet in oven. Bake 30-40 minutes. Garnish with
parsley.
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JUNE 30 & JULY 1,2010

Space s imited Camper
applications are available at
www hospiceofhuntington.org or by
calling our Bereavement office at

(304) 529-4217

NEW FOR 2010...
Camp Good Grief Family Retreat

Hospice of Huntington is offering a new activity and resource for families who
have suffered the loss of a loved one. Due to the growing need and success of
our bereavement camp for kids, Camp Good Grief, we are hosting a Family Day
Retreat on Saturday, October 2, 2010. Throughout the day, children will come
together as a group to discuss ways to cope. Adults will also come together
to learn ways of support. Then, the two groups will collectively learn how to
support themselves and each other. The day will be facilitated by Hospice of
Huntington bereavement staff and other professional facilitators, giving the

family unit an opportunity to experience Camp Good Grief.

CAMP GOOD GRIEF
Now Accepting Camper Applications

Hospice of Huntington is now accepting camper
applications for Camp Good Grief which will be held
June 30 & July 1, 2010. Camp Good Grief is open to
youth in the Tri-State between the ages of 8-16, who
have endured the loss of someone special. Camp Good
Grief is a two-day, one-night experience for youth to
participate in a variety of activities with others who
have lost a loved one. Activities range from group ex-
periences focusing on trust and problem solving as well
as sessions that explore feelings associated with loss.
Recreation activities include swimming, campfires and
other surprises. Camp Good Grief is free of charge to the
youth of the Tri-State and is supported through private
donations.

Visit our website for more
details soon or call us at
{304) 529-4217

SPRING 2010 | 17




By Jamie Armentrout, Bereavement Coordinator

After losing a loved one, family members may feel as if
their world has been turned upside down. For many, the
daily challenges associated with moving forward in Lliving
can be overwhelming. Although some people may become
part of a group who share their private pain and personal
loss, others may be more reflective in coping with the loss.
As we know, grief itself is as individual as the person who
has experienced the loss.

Recently, I came across a special poem about loss. This
poem is often used in our support group sessions and
classes, and I want to share it with our readers, in hopes
that you might find comfort in these words. It reminds me
of the many conversations I have had with family members
who have lost mothers, fathers, brothers, sisters, cousins,
grandmothers, grandfathers, uncles, aunts, sons, daughters,
and friends. It also reminds me of my own feelings after
dealing with the loss of someone dear to me.

The Afterloss Credo
Author: Barbara Hills LesStrang

I need to talk about my loss.
I may often feel the need to tell you what happened -
or to ask you why it happened.

I may frequently need for you to listen

While I explain what this loss means to me.

Each time I discuss my loss, I am helping myself
Face the reality of the death of my loved one.

I need to know that you care about me.
I need to feel your touch, your hugs.

I need you just to be with me.

And I need to be with you.

I need for you to believe 1 me and n my

Ability to get through this grief in my

Own way - and in my own time.

Please don’t judge me now -

Or think that I'm behaving strangely.

Remember I'm grieving. I may even be in shock.

I may feel afraid. I may feel deep rage.

I may even feel guilty. But above all, I hurt.

I am experiencing a pain unlike any I've evel fett before.

Don't be concerned if you think I'm getting better
And then suddenly I seem to stip backward again.
Grief makes me behave this way at times.

And please don't tell me you know “just how I feel”
Or that it’s time for me to get on with my life.

1 am probably already saying this to myself.

1 just need for you to be patient now

And to try to understand,

Finally, allow me the time I need to grieve and to recover.
T want to get on with my life - but I know that first I must
Walk through the dark shadows of my grief. And,

Although it is almost impossible for me fo believe this

Now, I know that one day my gnef will end.

Most of all, thank you for being my friend.

Thank you for caring, for helping, for understanding.

Thank you for praying for me. And remembet, in the days or
Years ahead - after your loss - when yeu need me as

I have needed

You, I will understand, and then I will come and be with you.
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Special thanks to our:
MAJOR SPONSORS

NewsChannel }3

4 First Sentry Bank @ST MARY'S

| oURTOWN..YOUR BANK MEDICAL CENTER

CHAPMAN
PRINTING
COMPANY
PR TG o ]

PARTICIPATING SPONSORS

Rodger Smith Marine & Florist
SS Logan Packing Co.
Travel Doctors
Tri-Data, Inc.
US Foodservice
White Way Laundry &
Dry Cleaning

The Herald-Bispatch

& www.herald-dispatch.com

Eagle Distributing
Garrison’s Designs
Heiner's Bakery
Huntington YMCA
Johnson’s Photo
Moses AutoMall
Pepsi Bottling Group

DOOR PRIZE SPONSORS

Pullman Plaza Hotel
Strike Zone Bowling Center
Sun Shack Tanning

Camden Park

Jewel City Seafood

Lee David Salon

Max & Erma’s Restaurant

Light-A-Life

MEMORIAL TREE CAMPAIGN
HIGHLIGHTS GENEROSITY

The 2009 “Light-A-Life” Memorial Tree Campaign was
a huge success, with tree sites expanded to include
Lincoln, Lawrence and Wayne Counties, in addition to
the Huntington Mall and Pullman Square locations.
We also want to thank the Huntington area BB&T
Bank branches, all of which helped to distribute do-
nation cards to their customers to be hung in their
main branch office, in support of the fundraiser.

Whether you made a donation or helped to staff one
of the tree sites, your continued support of this an-
nual tradition makes a huge difference. It is always
a privilege to hear stories from families whose loved
ones received care from Hospice of Huntington.

Through generous supporters like you, we collected
more than $42,000 in donations to help support our
mission of caring for our patients and providing SUp-

port to their families. “ ‘!
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PICE of HUNTINGTON, INC. -

HOS

mogene Dolin Jones rfI-Iospice House
Memorial Brick Campaign..__

2010 BRICK CAMPAIGN ORDER FORM

[ Yes, | would like to reserve my engraved brick(s) on the Emogene Dolin Jones Hospice House Memorial Path.

Purchaser’s Name

Business Name (if applicable)

Mailing Address

City State Zip
Daytime Telephone: { ) Fax( )

PAYMENT INFORMATION

Number of Bricks x $200 {each) = $ {amount enclosed)

O Check enclosed {make payable to Hospice of Huntington, Inc.)
O Please charge the full amount to my credit card (Visa/Mastercard).

Billing Address (If different from above)
City Siate Zip

CARD NUMBER EXPIRATION DATE
3-DIGIT SECURITY NUMBER ON BACK OF CARD (CRY NUMBER)
[ authorize Hospice of Huntington to charge the total amount to my credit card.

SIGNATURE (required) DATE

PLEASE ENGRAVE THE FOLLOWING ON MY MEMORIAL BRICK(S):
(maximum of three lines with 20 characters per fine, including spaces)

CHARACTERS

LINE 1

LINE 2

LINE 3

All text will be centered on brick. Bricks will be ordered once a total of 100 requests are received, and will be installed in the early fall of 2010.

You will be notified when your brick is ready and instafled at the Emogene Dolin Jones Hospice House.

NOTE: If purchasing more than one brick, please photocopy this order form or visit us at www.hospicecthuntington.org to download.

Hospice of Huntington, Inc.
ATTENTION: Brick Campaign

HONOR THE MEMORY OF SOMEONE YOU LOVE
Purchase a personalized brick as a lasting tribute TODAY, | or fax to: (304) 781-2670

QﬁvHOSPICE of HUNTINGTON, nc
We Light the Way

Please mail this completed form to:

PO Box 464 = Huntington, WV 25709

SPRING 2010

for more info call: (304) 529-4217 or 1 (800) 788-5480
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Gladys & Richard Adkins
& Family

Jerry & Lynn Adkins

Agape Class - Fifth Avenue
Baptist Church

Wilma Akers

Frederick Altizer

American Association of
University Women

Joseph & Jenny Amsbary

John & Patricia Anderson

Margaret Anderson

Anonymous Donor

Jewell Asbury

Jim & Judy Bailes

Jeremy Baisden

Aldene Barbour &
Kent Barbour

Kipp & Lisa Barker

Jacqueline Bartley

Barbara Bates

James Bates

Charles & Eleanore Beckett

Mary Bellomy

Judith Bennett

C. Bennett, AAF

Judith Bernett

Judy Bergeron

Ann Black

Dirk & Crystal Blackdeer

Blenko Glass Company

Sara Blethen

Herman Bloss

Helen Booton

Bouchillon, Crossan, &
Colburn, LC

Sandie Bova

Rosemary & Tom Braley

Jacqueline Brown
Arthetta Browning
Elizabeth Buffington
Dr. Edward & Nancy
Burkhardt
James & Lois Butler
Suzanne Byrom
Calgon Carbon Corp.
Campbell Woods, PLLC
Mr. & Mrs, Jack Campbell
William Campbell
Tom & Cindy Cannon
Maureen Carbone
Sarah Carey
Evelyn Carrico
John & Diana Carter
Linda Carter
Charles Cebulski
James Chadwick
Richard & Sandra Chadwick
Jerry Chambers
Anna Chaney
Arthur & Joyce Chaney
Thomas & Brenda Chapman
Richard & Anita Childers
Ron & Verna Christian
Church of the Nazarene
Sanctuary Class
Bill & Marsha Clark
Teresa & Steve Clark
Albert & Jan Cohen
Dave & Marilyn Cohen
Celia & George Conard
& Family
Marsha Conley
Cathy Conner
Jessie Cook
Kathryn Copley
William & Linda Craig

Carol Crossan

{SX Transportation

Anne Cummings

James & Linda Cummings

Lindy Curtis

Dorothy Cutright

fran & Jane D’Egidio

Dennis Dalgleish

Marcia Daoust

Susan Darner

Bruce Davidson

Emerson & Doris Davis

Emmie Dawson

Deangelo Brothers, Inc.

Sarah & Bill Denman

Clyda Denning

Karen Dickson

Mary Diddle

Mary Dillon

Cary & Shawn Dixon

Bill & Lois Dolin

Tina Drollinger

Juanita Duncan

Dr. Jack & Judy Eblin

Craig & Lonnie Eckerman

Jody & Linda Eddins

Philomena Effingham

Gareth Fich

Betty Elliott

William & Carol Ellis

Elmwood Baptist Church

Roger Elswick

Christine Emerson

Philips & Mary Elizabeth
Emmons

Employees of the Miami
Valley Regional Center

Jim England

Yvonne Enos

Richard & Katrina Eskins
Joe & Chelee Farrell
John Farrell

Michael & Anita Farrell
Jane Ferguson
Jacqueline Fidler

Kathy Fisher

J. H. Fletcher & Co.
Jason & Jana Flynn
Pamela Ford

Britt Fox

Foxy Ladies Bridge Club
Teresa Fralic

Franklin Health & Fitness
Center

Jean & Jim Franklin
Tina Freeman

Mr. & Mrs, J. Friel
Jerry Furbee

Rose Gadbut

Linda Giles

Patricia Gillen

David Glick

Donna Glover

Betsy & Bo Godbold
Howard Goldberg

Karen Gorby

Susan Grambos

Lucy Hager

Jean Hamilton

Julia Hampton
Gaynelle Hardesty

Carl Harmon

Harold & Norma Harper
J.D. & Phyllis Harrah
Norma Harrison

Sandy & Don Hatfield
Steve & Marcy Hatten
Sara Ann & Marshall Hawkins
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Charles Weiler

Patricia Welch

Minnie Wentz

Ida Wetherall

Bobby & Pauline Wheeler
Nancy Wheeler

Betty White

John & Cora Sue White
Betty Wilcox

Dorothy Wiles

Lois Wiley

Jane Wilhelm

Lester Williams

Patricia & Darrell Williams
Hack Wilson

Philip Wilson

Richard & Janet Wilson
Stephanie Winfrey

Dr. Cynthia Winger
Dorothy Winters
Charlotte Wise

Janice Wise

Rebecca Wise

Vicki Wiseman

WKJ Construction, Co.
Daniel Wolfe

Jennette Woodall

Dr. Judith Woodruff
Donna Woodrum

John & Stephanie Woolfolk
Elizabeth Worrell
Barbara Wynn

Bessie Xenakie

Charles Yeager

Cindy Yeager

Janet Yost

Craig Young

Willis & Carla Young

Charles & Peggy Carter
John & Diana Carter
Charles & Gladys Chapman
Bill & Lois Dolin

J. H. Fletcher & Co.

Open Door Baptist Church
Order of the Eastern Star
Grand Chapter of WY
Clara Reese
Glenda Ross
Anna Shaffer

Barbara & Paul W. Anderson,
Jr. & Allen Kent

John & Patricia Anderson

Samye Arthur

Clyde Asbury

Thomas Bexfield

Rose Bonner

Cathy Brammer

Jacqueline Brown

Walter & Jane Brown

Doug & Eloise Browning

Gloria & Ken Cathell

Central Church of the Nazarene

Virginia Chaffin

John Cooke

Mary Costa

Cecil Courts

Bob & Peggy Criddle

Susan Daciek

The Darner Family

Sarah & Bill Denman

Edgar Drummond

The Eads Family — Joyce,
Cathy, Billy, & Patsy

Eagles Auxiliary 2320

John & Rosemary Francis

Betty Freeman

Mitzie Hankins

Chris & Laura Harshbarger

Richard & Mary Lou
Harshbarger

Clyde Heck

Janice Sue Heilman

Mary Hilgenberg

David Johnston

James & Pamela Kincaid

Irene Lange

John & Jane tLaw

Lawrence Co. Republican Club

Kathy Linsenmeyer

Darrell & Anita Looney

Virginia & George McClellan

Cathy Ilean McComas

MICU & NTICU at St. Mary’s

Judith Ann Midkiff

Donna Misocky

John & Jean Morris

Michael Naglee

North State Resources, Inc.

Open Door Baptist Church

PCS America

Myrtle Prichard

Joyce Reese

Jack, Betty, & Jim Roberts
Diane Ross

Roy & Jane Ryan

Salem United Baptist Church

Le Roy & Ruth Smith

Patti & Ted Smith

Special Metals Shipping
Department

Winifred Stec

Mavis Toler

Shirley Vanbuskirk

Janet Ward

West Virginia Library
Commission

Mark & Janet Wood

JoAnn & Russell Wright

Carla Young

CAPITAL

Chris & Megan Buell

Cabell County Excess
Levy Fund

Dr. David & Peggy Daniels

Charles Henscn

Clinical Resource Management

Dept. - Cabell Huntington
Hospital

David & Liza Gettles

Sandra Gonzalez

Marjorie Lilly

Sherri Mears

Robert Osburn

Premier Financial Bancorp,
Inc.

Estate of David Stephenson, Sr.

Robert W. Walker

William Zinn

HOSPICE HUGS

Friendship Class of Kenova

United Methodist Church

Wanda & John Skidmore

Trinity Church of God

Wesleyan Class

T -

¥MCA — Building Strong Kids,
Strong Families & Strong Communities.

- get healthy.

(304) 525-8127 | www.

.org
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We Are the Only Cancer Cente
and the Tri-State to have Cybeerfe, the Latest
Technology in the Fight Against Cancer
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Philtg Lepanto, ML, mdSmr;ﬁv_‘Sh arrria, MO,
design cLstom treatment plans for concer
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Regional Cancer Center

REGIONAI"GANE FRUGENTER
The Hands of Expenen'r.e
in Advanced Cancer Care

~ 304.399.7460 « 800.9ST.MARY
. www.st-marys.org
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MESSAGE FROM THE
FOUNDATION PRESIDENT

The Foundation has been very blessed
by the support of donors, volunteers and
friends over the past 10 years. The gifts
of time, talent and creative vision will
come together again this May for one
special evening that will ultimately result
in the improved health and education of
our community.

The Foundation Gala is unique because it highlights extraordinary
places in our community. We are grateful to Mike and Henriella
Perry for graciously hosting this year's event at Heritage Farm
Museum & Village. We hope you will consider joining us for an
evening of fun and fellowship that will culminate in better care for
those of our region.

David Sheils | Foundation President

A MESSAGE FROM THE
FOUNDATION CHAIRMAN

Welcome to the 10th annual Foundation
Galal We sincerely and deeply
appreciate you for your supportl

Each year, | wonder how the gala
committee can better the previous year.
Alter all, how many places can you ride
a roller coaster in a tux; wear jeans and
formal wear and look at Harleys; or go to @ luau, complete with o
tiki bar in the middle of the water2

Well, they have done it again! To commemorate the 10th anniversary
of Huntington’s premier event, Foundation President David Sheils
and the committee have selected Heritage Farm as the venue for
the 2013 event. Also, don’t worry about parking. The buses were
so popular last year we have arranged for more. Leave the driving
to us!

I can’t begin to express the excitement around this year’s gala. Yes,
the food will be second to none thanks to Executive Chef Ugland.
But that only begins to explain the events and attractions for this
year’s festivities. David and our team are taking full advaniage of
all that Heritage Farm has to offer, so, if you are as excited as | am,
see you at the gala!

Bob Welly | Foundation Chairman

INSIDE
Why a Foundation
Past, Present and Future

The Gala, Over the Last Ten Years

A Shindig af the Farm

Through Your Contributions

Legends Over Time

BOARD OF DIRECTORS

Bob Welty, Chairman
Chris Michael, Vice Chairman
Barbara Stevens, Secretary,/Treasurer

Sharon Ambrose
rr'u-":f' Eli'ﬂ'u"\'f'l
5r. Diane Bushee, 5 AC
Pat Chambers
5r. Mary Grace Barile, 5.A.C
Tim ler
EB. lenkins
Henry Kayes
Melin Moses, MD
Floyd Metzger
Naney Newfeld
Robin Rowe
Hossein Sakhai, MD
Michael G. Sellards
Todd Shell
Ann Tao
Chris Toler
Mare Williams

013 GALA COMMITTEE

Edisen Adkins
Mike Brady
Amy Browning
Pat Chambars
E. B. Jenkins
Linda Mays
Mancy Nawfeld
Angela Roberts

Rowe
a|lards
Sheils
Kevin Skaggs
Ann Tao
Lavona Turvey
Jamisen Ugland
Jack Vital
Crystal Welch

THE FOUNDATION
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As we prepare to enjoy the evening af the 10th Annual Black Tie Gala, we feel it is reﬁﬁ*‘
to borrow a view from our host, Heritage Farm Museum and Village, about where St. Mary's
Medical Center has been and is gBing. The theme at Heritage Farm is “Experience the past.
Appreciate the present, Dream and plan for the future.” We feel if's important ta do the same in
relation to St. Mary’s — the leading provider of health carg in our region. Throughout the next
few pages, we present a refrospective look at many of the services offered through the Medical
Center and a look forward at where we're headed.
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ONCOLOGY

By staying on the leading edge of technology, St. Mary’s Medical
Center continues to offer the very lafest in advanced cancer care.

St. Mary’s began its radiation cancer treatment program in 1965
with the installation of the region’s first cobalt unit. in 1979, St.
Mary’s added a $1 million linear accelerator, which offered patients
and doctors a tool unavailable anywhere else within a 125-mile
radivs. fn 1999, St. Mary’s dedicated its new Radiation Oncology
Center.

But the advances haven't stopped there. St. Mary's is the area’s
exclusive home for CyberKnife. CyberKnife is a non-nvasive
alternative to surgery for the treatment of both cancerous and non-
cancerous fumors anywhere in the body, including the head, spine,
lung, prostfate, liver and pancreas. It uses a very focused beam of
radiation fo obliterate tumors. Because it is so precise, iarge doses
of radiation are able to be used, which substantially cuts back
the number of treatments necessary. And best of all for patients,
CyberKnife has minimal side effects.

The St. Mary’s Breast Center was the first in the Tri-State to offer
3-D mammography or digital tomosynthesis. It uses high-powered
computing to convert digital breast images into very thin slices,
creating a 3-D mammogram. The 3-D technology allows the
radiologists to see breast fissue—especially dense breast tissue—in
much clearer detail.

In its first week of use, St. Mary's radiologists discovered a cancer
that otherwise would not have been detected. “Technology wise, this
is the most innovative development that I've seen in breast imaging
in 22 years,” said Hans G. Dransfeld, MD, Chief of Radiology at St.
Mary’s Medical Center. “It's just amazing.”

The freatment of cancer has evolved immensely throughout
the exisience of the Medical Center The addition of the
Zyberknife Robohic Radiosurgery System in 2007 was a
great step forward for the treatment of cancer patients in
our areq




ORTHOPEDICS

St. Mary’s Medical Center has a long fradition of providing
comprehensive orthopedic care to the region.

In 1933, Francis A. Scoft, MD, an orthopedic surgeon,
opened a Crippled Children’s Clinic at St. Mary's, where
he cared for hundreds of children at no charge.

Today, people of all ages receive treatment and care
at St. Mary’s for joint replacement needs. In 2008, St.
Mary’s and Scott Orthopedic Center joined forces to
start the Regional Joint Replacement Center. The program
emphasizes wellness and a healing environment while

keeping a patient’s family members involved throughout
the freatment process. A multidisciplinary team of experts,
including physicians, nurses and occupational and
physical therapists, provides care and education.

Each member of the team is specially trained to care for
patients having joint replacement surgery. The education
and care provided by them is unmatched in the region.

St. Mary’s orthopedic care has earned the Gold Seal
of Approval™ for health care quality from the Joint
Commission.

THE FOUNDATION 7



OVER THE LAST TEN YEARS

What began as a delightful evening on the banks of the Chio af the Sakhai
home has evolved info the premier social and fundraising event in Huntington
every year, Since 2003, the Foundation of St. Mary’s has foken on the
monumental task of “outdoing” last yeor every time and has been wildly
successful at each attempt.

Every black tie gala has had a theme; and that theme has been complemented
by the location, the menu and the attire. Who will ever forget the fun that
was had by all at Camden Park, complete with roller coaster rides and funne!
cakes, Or the Black and Blue Gala held amongst the thundering steel of
Charlie’s Harley Davidson. Speaking of thunder, mingling with all the NFL
superstars at the Joan C. Edwards Stadium was quite a night! More important
than all of the fun, the incredible culinary delights and the fellowship is the
fact that the Foundation has been able fo raise over $800,000 that has been
invested directly into the health, well-being and sustainability of our region. It
is o testament to the giving nature of our many friends that we have been able
to moke such a positive impocl.

The fizst ane was and always will
be unique-simply because | was the
tistone I wes hald in'g very privole
sefiing—Dr Hizssain Saklois house

I's & beautiful home  His hiouse kind

of fokes me back o on eatha s in
Huntington. A house bulll in the 19206
has a cafittin shde dnd amblance o

it theat is abselutely, onigue And o _
Sokhar wossuch o gracious-host 1o us:

Michoel G Sallaids, President and
CED of 1 Mary's Medical Cenfer
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forward to the S Mary's Gala. ¥ 1
obways exciting to see how they have
fransformed a unique venue o provide
an elegant galo expenence. Orne of
my favorites was the beach parly of the
Guyan poot. The tiki bar in the caner of
the pool was o creative mosterpiece Ve
look forwaid fo many more fur imes o
to future golas

Randy Cheetham, CSX hansponation

“The afternoon of the first gala, it rained
and rained and rained Just as we siarted
welcoming everyone, the sun and a huge
ramnbow came out It was something else
Everyone said that was an omen Or the
sisters did it "

Sharon Ambrose, former President of
the foundakon
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Chef Ugland also gives a huge amount of credit to his
staff. He said the gala requires thousands of hours of
work every year, and he noted that the whole team comes
together to make each year extra special.

In planning the menu, there are two things Chef Ugland
considers: theme and location. He said that you need
to challenge yourself, but not make it so difficult that
you can’t pull it off. This year’s location, Heritage Farm
Museum & Village, has Chef Ugland especially excited,
because it will allow him to feature Appalachian foods.
“There’s a lot of local history that we can put into this
year's menu,” he said. “Appalachian cooking is special
and simple. A lot of people dont realize how unique it is
because they grew up eating it, but it's kind of our hidden
litle gem.”

Quality ingredients are also very important o the menu,
and Chef Ugland does his best fo bring in the best food,
like the seafood that is brought in from Boston. “We
start with quality ingredients—the very best quality and
freshest ingredients—and we prepare them properly,” he
said. “A lot of care goes into the preparation and the
seasoning, not undercooking or overcooking. We make
sure it's done just right.”

The hard work has definitely been noticed over the years.
“| believe—and F've been involved in a lot of events in
Huntington over the years—there's nothing that tops the
food at these galas,” said E.B. Jenkins, Gala Co-Chair.

Chef Ugland said he's enjoyed all of the galas for a variety
of reasons. “They're all just so different and so unique,”
he said. “It makes it fun and challenging, because any
time you do an offsite event like this, there are all sorts
of logistical problems. You never know what curveball
you're going to get thrown,” Ugland said.

“Each St. Mary’s Gala is a once-in-cifetime event, and
if you miss it, we never do the same one twice,” he said.
“That's what | probably enjoy most about the gala. A
lot of events are the same every single year, but not our
galo.”

.li..il‘..l.'!.-.
@ & & ® & @
o u & @ ®

Jak..

Chef Jamison Ugland has
been al St. Mary's for over
10 years. He was previously
of Food and

Beverage at Wetherington

Golf and Country Club, one
of Cincinnati’s most prestigious private clubs.
Ugland is happy to be at St. Mary's because of
the diference in who he's serving.

the Director

“Here, you've cooking for the whole
comumunity, not just the private
wewmbership. It’s actually more
rewarding. And the people here

show their appreciation.”

Thigh Jarnisak Ligland 510 Marys Mesieol St
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“The Sisters are a marvelous
example of what can be
accomplished if you're willing to work
hard and sacrifice and not worry
about who gets the credit. And if you
have a dream in life, accomplishing it
is worth the trials and tribulations as
well as sacrifices involved.”

- Mike Perry, Heritage Farm Museum & Village
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our proud past and celebrate what's been accomplished
because of the hard work of those who went before us — those
whose shoulders we stand on,” he said.

“The Sisters are a marvelous example of what can be
accomplished if you're willing to work hard and sacrifice and
not worry about who gets the credit,” Perry said. “And if you
have a dream in life, accomplishing it is worth the trials and
tribulations as well as sacrifices involved.”

“At Heritage Farm, they're honoring our past,” Rowe said.
“They're being present in the current time and loving what
it brings us,” Rowe said. “But they are also looking forward
to and dreaming about what the future will bring. And that's
exactly what St Mary’s does.”

David Sheils, President of the Foundation, also agrees that
Heritage Farm is the perfect location for this year's gala. “I
don’t think there’s a better place to showcase not only the
history of St. Mary’s and our brief history of the Foundation
and the gala, but also the history of our region,” Sheils said.
“t think it's going to be the best gala yet.”

W,
Heritage

MUSEUM & VILLAGE
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Legends Cpgeame

St. Mary’s Medical Center has been

a cornerstone of the region for over

85 years. In that time, hundreds of
talented, compassionate and dedicated
professionals have made significant
impacts to the improvement of health
and well-being in the communities we

SISTER CELESTE LYNCH

Sister Celeste graduated from St. Mary's School of
Nursing in 1950. She was the director of the school
from 1959-1976. She served as the President of
Pallottine Health Services, the parent corporation of
St. Mary's and St. Joseph’s Hospital in Buckhannon,
WYV, from 1995 until her retirement in 2012 at the
age of BE. Sister Celeste passed away in December 2012.

serve.,

HOSSEIN SAKHAI, MD, FAANS, FACS

Dr. Sakhai practiced neurosurgery at St. Mary's
from 1965 untit 2000. He was @ member of
Huntington’s first neurosurgical practice. Dr. Sakhai
served as St. Mary’s Chief of Surgery from 1983-
1987 and its Chief of Neurosurgery from 1975

We do our best to recognize many
of them through the St. Mary’s Wall
of Fame. Their contributions cannot
be repaid, and we cannot give them

enough appreciation. The following E«* gy R T
. s to and agdin from unti . At 8t

ReeRsRrecell fh?se individuals that Mary’s, he was the first neurosurgeon fo introduce and perform many

have been enshrined. new surgeries and techniques. In 1989, he invented a technique fo
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from 1959 until 1966. She also started the pastoral
care program at St. Mary’s and helped establish the first
cancer program in the Tri-State at St. Mary’s in 1965
Sister Monica died in July 2007 at the age of 88.

DR. JOSEPH B. TOUMA, MD

Dr. Touma performed more than 7,000
surgeries as an ear and hearing
specialist at St. Mary’s Hospifal. Dr.
Touma patented 15 different medical
instruments aond pieces of equipment
used in ear surgeries. All were
considered improvements in existing technology now
widely used by surgeons across the United Stafes. As
Chairman of the Credentials Commitiee at St. Mary's
for more than 25 years, Dr. Touma helped ensure the
hospital had quality physicians in every specialty. He
also served as President of the Medical Staff from 1988
through 1990. in addition to his work as a physician, Dr.
Touma is credited with helping lead a revitalization of
downtown Huntington.

2009

J. D. HARRAH, MD

Dr. Harrah founded the cardiac surgery
program at St. Mary’s Hospital and was
a key figure in the program for more
than 20 years. Today's highly successful
heart program at St. Mary's is, in a very
real sense, his legacy to the hospital
and to the community. On September 27, 1979, Dr.
Harrah performed the first open-heart surgery in the Tri-
State area. By 1999, a total of 7,000 heart surgeries had
been performed at St. Mary’s with Dr. Harrah involved in
4,000 of them — a truly remarkable record.

DR. THOMAS J. HOLBROOK

Dr. Holbrook pioneered neuroscience
in Huntington, establishing the city’s first
neurosurgical practice and serving as
Chief of Neurology and Neurosurgery
at St. Mary’s Hospital from 1961 to
1970. He established the hospital’s
original unit in electroencephalography in 1951 and
was President of the Medical Staff in 1964. Dr. Holbrook
died in January 2004

DR. W. CARL KAPPES

A remarkably talented plastic surgeon,
Dr. Kappes literally changed the lives of
countless children and their families in
the Tri-State area. For many years, he
was the only surgeon in the community
who performed corrective surgery on
children with cleft palates and harelips. The families of
many of his young surgery patients couldn't afford to pay,
but he performed the corrective surgery anyway. On the
medical charts for his free patients, he would carefully
write the letters “AMDG” — short for “Ad maiorem Dei
gloriam,” which is Latin for “To the Greater Glory of
God.” He died in December 1979.

2008
F DR. HARRY E. BEARD
'\g In June 1927, Dr. Beard became the
e o first intern at St. Mary’s Hospital. As
the hospital’s only intern, he had fo
work both day and night. He insisted
on being called for every emergency
and didn't like it when the Sisters didn’t
call. After serving in World War Il, he returned to St.
Mary’s, where he was Chief of Staff in 1952. In 1947,
he became Medical Director of the St. Mary’s School of
Nursing—a position he served in until his death in 1963.

HERMAN M. BROWN

For more than 25 years, Brown was
a major figure in Huntington’s growth
and development and was one of
the best friends St. Mary's was ever
fortunate enough to have. He held a
number of increasingly important posts
at the Chesapeake & Ohio Railway before being named
Superintendent of the C&O shops in Huntington. In 1920,
he left C&O to work at the new International Nickel Co.
plant. From 1944 until his retirement in 1952, Brown was
the plant’s general manager. When St. Mary's named its
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