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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(Mark One)
M QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For The Quarterly Period Ended June 30, 2007
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934

Commission File Number: 001-32407

AMERICAN REPROGRAPHICS COMPANY

(Exact name of Registrant as specified in its Gnart

Delaware 20-1700361
(State or other jurisdiction « (I.LR.S. Employe
incorporation or organizatiot Identification No.)

1981 N. Broadway, Suite 385,
Walnut Creek, California 94596
(925) 949-5100
(Address, including zip code, and telephone numbeincluding area code, of
Registrant’s principal executive offices)

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports),
and (2) has been subject to such filing requiresfatthe past 90 days. Y& No O

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, poa-accelerated filer. See
definition of “accelerated filer and large accetetfiler” in Rule 12b-2 of the Exchange Act. (Chame):

Large accelerated fileM] Accelerated fileid Non-accelerated fileO
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the A¢ésd0 No ™

As of August 7, 2007, there were 45,554,057 shafréise Registrant’'s common stock outstanding.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

AMERICAN REPROGRAPHICS COMPANY
CONSOLIDATED BALANCE SHEETS
(Dollars in thousands, except per share data)

(Unaudited)
December 31 June 30,
2006 2007
Assets
Current asset:
Cash and cash equivalel $ 11,64 $ 16,42¢
Restricted cas 8,491 8,691
Accounts receivable, n 85,27 102,49:
Inventories, ne 7,89¢ 10,35¢
Deferred income taxe 10,96 10,967
Prepaid expenses and other current a: 6,79¢ 9,94¢
Total current asse 131,06¢ 158,88:
Property and equipment, r 60,13¢ 75,70¢
Goodwill 291,29( 351,84
Other intangible assets, r 50,97: 73,66
Deferred financing costs, n 89t 1,10¢
Deferred income taxe 11,24¢ 6,74¢
Other asset 1,974 2,10(
Total asset $ 547,58: $ 670,05.
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payabl $ 33,441 $ 33,81
Accrued payroll and payr«related expense 15,66¢ 19,47:
Accrued expense 25,81( 25,78¢
Accrued litigation charg 13,941 14,15«
Current portion of lon-term debt and capital leas 21,04¢ 40,33:
Total current liabilities 109,91¢ 133,56(
Long-term debt and capital leas 252,09° 308,79¢
Other lon¢-term liabilities 1,322 2,47
Total liabilities 363,33 444,83!

Commitments and contingencies (Note

Stockholder' equity:
Preferred stock, $.001 par value, 25,000,000 stearg®rized; zero and zero shares issued
and outstandin — —
Common stock, $.001 par value, 150,000,000 shatherzed; 45,346,099 and

45,554,032 shares issued and outstan 45 45
Additional paic-in capital 75,46" 79,38:
Deferred stoc-based compensatic (1,229 (90%)
Retained earning 109,95! 146,41:
Accumulated other comprehensive inca 3 284

Total stockholder equity 184,24« 225,21

Total liabilities and stockholde’ equity $ 547,58: $ 670,05.

The accompanying notes are an integral part oktheasolidated financial statements.
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AMERICAN REPROGRAPHICS COMPANY
CONSOLIDATED STATEMENTS OF INCOME
(Dollars in thousands, except per share data)

Reprographics servict

Facilities manageme!

Equipment and supplies sa
Total net sale

Cost of sale:

Gross profit

Selling, general and administrative exper
Litigation Reserve

Amortization of intangible asse

Income from operatior

Other income (expense), r
Interest expense, n

Income before income tax provisi
Income tax provisiol

Net income

Earnings per shan
Basic

Diluted

Weighted average common shares outstani
Basic
Diluted

The accompanying notes are an integral part oktheasolidated financial statements.

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2006 2007 2006 2007
$ 114,65¢ $ 133,25 $ 21947 $ 253,03
24,69: 28,98 47,62 55,34(
12,17¢ 15,54: 25,23: 29,62
151,52 177,78 292,32¢ 337,99¢
85,71: 102,96° 166,15t 195,40:
65,81 74,81¢ 126,17 142,59!
33,11 34,49¢ 64,59¢ 68,73:
11,26: 0 11,26: 0
867 2,451 1,65z 4,19¢
20,57: 37,86¢ 48,66 69,66¢
472 0 801 0
(7,007) (6,647) (11,460 (11,807)
14,04 31,22« 38,00: 57,86¢
5,617 11,61: 15,20( 21,40°
$ 8,421 $ 19,61: $ 22,80: $ 36,457
$ 0.1¢ $ 0.4% $ 0.51 $ 0.8C
$ 0.1¢ $ 0.4% $ 0.5C $ 0.8C
44,932,87 45,455,82 44.,779,66 45,400,38
45,510,15 45,880,18 45,312,59 45,832,02
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AMERICAN REPROGRAPHICS COMPANY

CONDENSED CONSOLIDATED STATEMENT OF

Balance at December 31, 20

Stocl-based compensatic
Issuance of common stock under Employee ¢
Purchase Pla
Stock options exercise
Tax benefit from exercise of stock optic
Comprehensive Incom
Net income
Foreign currency translation adjustme
Fair value adjustment of derivatives, net of
tax effects
Comprehensive incorr

Balance at June 30, 20

CHANGES IN STOCKHOLDERS’ EQUITY
(Dollars in thousands, except per share)

(Unaudited)
Accumulated

Additional Other Total
Common Stock Paid-In Retained  Comprehensive  Stockholders’

Shares Par Value Capital Compensatior Earnings Income Equity
45,346,09 $ 45 $ 75,46¢ $ 109,95¢ $ 3 3 184,24
40,83¢ — 1,25( — — 1,56¢
1,78¢ — 52 — — 52
165,31: — 1,08( — — 1,08C
— — 1,53¢ — — 1,53¢
— — — 36,451 — 36,451
— — — — 21F 21F
— — — — 66 66
36,73¢
45,554,03 $ 45 $ 79,38 $ 146,41. $ 284 $ 225,21

The accompanying notes are an integral part oktheasolidated financial statements.
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AMERICAN REPROGRAPHICS COMPANY
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in thousands)

(Unaudited)
Six Months Ended
June 30,
2006 2007
Cash flows from operating activities
Net income $ 22,80: $ 36,457
Adjustments to reconcile net income to net caskigenl by operating activitie:
Depreciatior 10,35¢ 14,19:
Amortization of intangible asse 1,652 4,19¢
Amortization of deferred financing cos 151 21t
Stocl-based compensatic 1,02t 1,56¢
Excess tax benefit related to stock options exed (3,359 (1,539
Deferred income taxe (3,31 1,84(
Write-off of deferred financing cos 57 —
Litigation Charge 13,53¢ 407
Other noi-cash items, ne 665 14¢€
Changes in operating assets and liabilities, neffett of business acquisitior
Accounts receivabl (12,67%) (9,775
Inventory (25) (362)
Prepaid expenses and other as 57C (2,589
Income Taxes Payab 3,75¢€ (5,469
Accounts payable and accrued expel 7,19¢ 6,062
Net cash provided by operating activit 42,40( 45,36
Cash flows from investing activities
Capital expenditure (3,809 (5,237)
Payments for businesses acquired, net of cashradgamnd including other cash payments
associated with the acquisitio (16,106 (86,54¢)
Other (202) 28:
Net cash used in investing activit| (20,116 (91,499
Cash flows from financing activities
Proceeds from stock option exerci: 1,66t 1,08(
Proceeds from issuance of common stock under Erapl&yock Purchase Pl 23¢ 52
Excess tax benefit related to stock options exet 3,35¢ 1,53¢
Proceeds from borrowings under debt agreen 5,00( 70,00(
Payments on debt agreements and capital I¢ (31,949 (21,327
Payment of loan fee (147) (429)
Net cash (used in) provided by financing activi (21,82§) 50,91«
Net change in cash and cash equival 45€ 4,78¢
Cash and cash equivalents at beginning of pe 22,64 11,64:
Cash and cash equivalents at end of pe $ 23,09¢ $ 16,42¢
Supplemental disclosure of cash flow informatior
Noncash investing and financing activities
Noncash transactions include the followil
Capital lease obligations incurr $ 12,22: $ 19,58¢
Issuance of subordinated notes in connection Whatquisition of business $ 8,81¢ $ 4,55(
Change in fair value of derivativ: $ 281 $ 66

The accompanying notes are an integral part oktheasolidated financial statements.
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AMERICAN REPROGRAPHICS COMPANY
Notes to Consolidated Financial Statements
(Unaudited)

1. Description of Business and Basis of Presentatio

American Reprographics Company (ARC or the Compéantifje leading reprographics company in the Un8ates providing
business-to-business document management serwites architectural, engineering and constructiglustry, or AEC industry.
ARC also provides these services to companiesirAteC industries, such as technology, financiavises, retail, entertainment,
and food and hospitality that require sophisticatedument management services. The Company conithiofgerations through its
wholly-owned operating subsidiary, American Reprograp8aspany, L.L.C., a California limited liability cqmany (Opco), and it
subsidiaries.

Reorganization and Initial Public Offering

Prior to the consummation of the Company’s initiablic offering on February 9, 2005, the Company weorganized (the
Reorganization) from a California limited liabiligompany (American Reprographics Holdings, L.L.€Holdings) to a Delaware
corporation (American Reprographics Company). Imnextion with the Reorganization, the members dfiidgs exchanged their
common member units for common stock of ARC. Egutioa issued to purchase Holdings’ common membés umder Holdings’
equity option plan was exchanged for an option@geble for shares of ARC’s common stock with thms exercise prices and
vesting terms as the original grants. In additedhputstanding warrants to purchase common ufikbotdings were exchanged for
shares of ARC’s common stock.

On February 9, 2005, the Company closed an imptidlic offering (IPO) of its common stock at $13 0 share, consisting of
7,666,667 newly issued shares sold by the compathyp 83,333 outstanding shares sold by the sedtimgkholders.

Basis of Presentatiol

The accompanying consolidated financial statemamggrepared in accordance with accounting priaesigenerally accepted
the United States of America (GAAP) for interimdircial information and in conformity with the rempients of the Securities and
Exchange Commission. As permitted under those rakzsain footnotes or other financial informati@guired by GAAP for
complete financial statements have been condensamitted. In management’s opinion, the interimsaidated financial
statements presented herein reflect all adjustm@rgsiormal and recurring nature that are necededrirly present the interim
consolidated financial statements. All materiabinbmpany accounts and transactions have beematiai in consolidation. The
operating results for the three and six months @éddee 30, 2007, are not necessarily indicatitbefesults that may be expected
for the year ending December 31, 2007.

The preparation of financial statements in conféymiith accounting principles generally acceptethia United States of
America requires management to make estimatessmuaigtions that affect the amounts reported irctimsolidated financial
statements and accompanying notes. We evaluatestiorates and assumptions on an ongoing basiseindrr historical experienc
and various other factors that we believe to beaeable under the circumstances to determine sithates. Actual results could
differ from those estimates and such differenceg bgamaterial to the consolidated financial stateisie

These interim consolidated financial statementsranids should be read in conjunction with the cbdated financial
statements and notes included in the Company’s 2006al Report on Form 10-K. The accounting po$idised in preparing these
interim consolidated financial statements are #mesas those described in our 2006 Annual Repdfoom 10-K, except for the
adoption of FIN 48, which is further described a@otfnote 7.

Reclassifications

The Company reclassified certain amounts in ou6Zitancial statements to conform to the curreespntation. These
reclassifications had no effect on the Consolid&edements of Income as previously reported.

2. Stock-Based Compensation

The American Reprographics 2005 Stock Plan (thecisSPlan”) provides for the grant of incentive arah-statutory stock
options, stock appreciation rights, restricted lsjmerchase awards, restricted stock awards, amdctes stock units to employees,
directors and consultants of the Company. The SBdak authorizes the Company to issue up to 5,0006s8ares of common stock.
The maximum amount of authorized shares under tihekFlan will automatically increase annually be first day of the
Company’s fiscal year, from 2006 through and inzigd2010, by the lesser of (i) 1.0% of the Compamytstanding shares on the
date of the increase; (ii) 300,000 shares; orgiigh smaller number of shares determined by tmep@ay’s board of directors. At
June 30, 2007, 2,610,630 shares remain availablgrémt under the Stock Plan.
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In March, the Company made its regular annual stgtion grants which consisted of 600,500 stockomystto key employees
with an exercise price equal to the fair marketigaln the second quarter of 2007 the Company asg1#0 stock options to
additional key employees with an exercise priceaktputhe fair market value. The stock options vatibly over a period of three or
five years and expire 10 years after the date arfitgiAdditionally, the Company issued shares dficed common stock at the
prevailing market price in the amount of $500,08415,504 shares, to each of the Company’s CECPaesident/COO, and
$60,000, or 1,966 shares, to each of the five nanagement board members. The shares of restricteldissued to the Company’s
CEO and President/COO will vest on the fifth annéeey of the grant date; the shares of restridieckgyranted to the non-
management board members will vest Ifir month over twelve months.

The impact of the stock based compensation to tnsd@idated Statement of Income for the three natided June 30, 2006
and 2007, before income taxes were $0.6 million&hdhillion, respectively.

The impact of the stock based compensation to tnsd@idated Statement of Income for the six moetided June 30, 2006
and 2007, before income taxes were $1 million ahé #illion, respectively.

As of June 30, 2007, total unrecognized compensabst related to unvested shares-based paymésiesat&14.5 million and
is expected to be recognized over a weighted perfiddO years.

3. Employee Stock Purchase Plan

The Company adopted the American Reprographics @oynp005 Employee Stock Purchase Plan (the ESRi®nhimection
with the consummation of its IPO in February 200Bder the ESPP, as amended, purchase rights ngnabid to eligible
employees subject to a calendar year maximum fgblel employee of the lesser of (i) 400 sharesasfimon stock, or (ii) a numb
of shares of common stock having an aggregaterfaiket value of $25,000 as determined on the dgterchase.

Prior to the adoption of SFAS 123R, the Companyraided its ESPP such that common stock purchasesplpgees in fiscal
2006 will not give rise to recognizable compensatiost. The purchase price of common stock offareter the amended ESPP is
equal to 95% of the fair market value of such shafecommon stock on the purchase date. Accordimylsing the six months end
June 30, 2007, the Company issued 1,784 sharesafrmmon stock to employees in accordance witle®ieP at a weighted
average price of $29.25 per share, resulting intfié@sand of cash proceeds to the Company.

4. Acquisitions

During 2007, the company acquired the assets abdities of 6 U.S. reprographics companies. Thgregate purchase price of
such acquisitions, including related acquisitiostspamounted to approximately $85.5 million, edlirig cash acquired for which t
company paid $80.9 million in cash and issued $dlon of notes payable to the former owners @& #tquired companies. Such
acquisitions were accounted for using the purchastaod of accounting, and, accordingly, the assadsliabilities of the acquired
entities have been recorded at their estimated/édires at the dates of acquisition. The excesshage price over the fair value of
net tangible assets and identifiable intangible@sacquired has been allocated to goodwill.

Set forth below is summary consolidated pro fornfarmation for the Company, giving effect to thédZ@cquisitions as
though they had been completed on the first dagaoh period presented. The summary consolidatefbpr@ information below is
based on the preliminary purchase price allocation.

Three Months Ended Six Months Ended
June 30, June 30,
2006 2007 2006 2007
(Dollars in thousands, except per share dat:
Net sales $ 170,03 $ 182,92 $ 329,53t $ 359,98
Net income 9,38t 19,86« 25,54 38,02!
Earnings per shar— basic $ 0.21 $ 0.4¢ $ 0.57 $ 0.84
Earnings per sha— diluted $ 0.21 $ 0.4: $ 0.5¢ $ 0.8:

The table below summarizes the preliminary purclpage allocation for 2007 acquisitions.

(In thousands!

Tangible assets, exclusive of ci $ 15,79:
Intangible asset 26,23t
Goodwill 51,00¢
Liabilities assumei (4,845
Debt and capital leases assur (2,709

Cost of acquisition, net of cash acqui $ 85,48¢
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In conjunction with the acquisition of Imaging Tectogies Services in April of 2007, the Companyuaf the rights to be an
Autodesk Value Added Reseller. The Autodesk agre¢emables the Company to market and sell certabodesk software
products and maintenance service programs. In danoe with SAB 104 and EITF 99-1Reporting Revenue Gross as a Principal
versus Net as an Agentévenue from sales of the third party maintenaeceice program is recognized at the time of sale oet
basis as the Company is not the primary obligaydBct sales are recorded at the time of sale anssdpasis when the SAB 104
revenue recognition criteria is met, as in thissection the Company acts as a principal in thes@retion and assumes the risks and
rewards of ownership. The net sales of these garty software products and maintenance programs reeorded under
reprographics revenue and represented less tha#o®f total revenue for the three-months ended 30n2007.

5. Goodwill and Other Intangibles Resulting from Bisiness Acquisitions

In connection with its acquisitions, the Companyg hpplied the provisions of SFAS No. 141 “Busin@esnbinations”, using
the purchase method of accounting. The assetdabilities assumed were recorded at their estimigtiedialues. The excess
purchase price over the fair value of net tangitsigets and identifiable intangible assets acqweedrecorded as goodwill.

The changes in the carrying amount of goodwill fidecember 31, 2006 through June 30, 2007, are stmedaas follows:

Goodwill
(Dollars in
thousands)
Balance at December 31, 2C $ 291,29(
Additions $ 60,55¢
Balance at June 30, 20 $ 351,84¢

The additions to goodwill include the excess puseharice over fair value of net assets acquiredsh@se price adjustments,
and certain earnout payments totaling $5.9 million.

Other intangible assets that have finite livesaam@rtized over their useful lives. Intangible asseith finite useful lives consist
primarily of not-to-compete covenants, certain ¢dr/@ames, and customer relationships and are amaizer the expected period of
benefit which ranges from two to twenty years ushwgstraight-line and accelerated methods. Custoatetionships are amortized
under an accelerated method which reflects théegtleustomer attrition rates, and trade names atitbrcompete covenants are
amortized using the straight-line method. An impdiasset is written down to fair value.

In connection with the Company’s acquisition of gty Technologies Services non-amortizable intdegibf $6.4 million
were identified, consisting of trade names, as tlepot have a finite life.

The following table sets forth the Company’s otimangible assets resulting from business acqoistat December 31, 2006
and June 30, 2007, which continue to be amortized:

December 31, 2006 June 30, 2007
Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Amount Amortization Amount Amount Amortization Amount
(Dollars in thousands) (Dollars in thousands)
Amortizable other intangible asse
Customer relationshif $ 55,688 % 10,79¢ $ 4488t $ 7482 $ 14,55¢ $ 60,26¢
Trade names and tradema $ 588 $ 566 $ 532( $ 6,68 $ 75¢ $ 5,92i
Non-Compete Agreemen $ 1,028 % 26C $ 765 $§ 157/ % 508 $ 1,071
$ 62,59¢ $ 11,62¢ $ 50,97 $ 83,08 $ 15,82: $ 67,261
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Based on current information, estimated future dization expense of amortizable intangible assmtshfe remainder of this
fiscal year, and each of the next four fiscal yeaesas follows:

2007 $ 4,527
2008 8,43¢
2009 7,56
2010 6,61t
2011 5,90¢
Thereaftel 34,21:

6. Long-Term Debt

Long-term debt consists of the following:

December 31 June 30,
2006 2007
(Unaudited)

(Dollars in thousands)
Borrowings from senior secured First Priority — Bking Credit Facility; variable interesi
payable monthly (7.9% weighted average interestaatiune 30, 2007); any unpaid
principal and interest due December 18, 2 $ — $ 13,00(

Borrowings from senior secured First Priority — imeltoan Credit Facility; variable interest
payable quarterly ( weighted average 7.1% inteetetat December 31, 2006 and June
2007 ); principal payable in varying quarterly alkhents; any unpaid principal and

interest due June 18, 20 215,65: 264,44!
Various subordinated notes payable; interest ranfyom 5% to 7.1%; principal and intere
payable monthly through June 2C 20,10: 22,11
Various capital leases; interest rates rangingitd%,; principal and interest payable monthly
through June 201 37,39 49,56¢
273,14! 349,13(
Less current portio (21,049 (40,337

$ 252,09° $ 308,79t

In December 2005, the Company entered into a SeBorehded and Restated Credit and Guaranty AgreeftienSecond
Amended and Restated Credit Agreement). The Sekorehded and Restated Credit Agreement provide€dmepany a
$310.6 million Senior Secured Credit Facility, commed of a $280.6 million term loan facility an&a0 million revolving credit
facility.

In July 2006, to finance an acquisition, the Complaorrowed $30 million of the then available $50limi in its term loan
facility. Subsequent to the borrowing, the Compantered into a First Amendment to the Second Ameladiel Restated Credit and
Guaranty Agreement (the First Amendment) in ordeatilitate the consummation of certain proposeglésitions. The First
Amendment provided the Company with a $30 millioarease to its Term Loan Facility, thus restoringilability of the term loan
facility to $50 million.

On April 27, 2007 the Company entered into a Secaméndment to Second Amended and Restated CradliGaaranty
Agreement (the Second Amendment) in order to fatdithe consummation of certain proposed acquistiln conjunction with the
Second Amendment the Company borrowed $50 milliomfits Term Loan Facility in addition to amendicgytain other terms
including the following:

-10-
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. Eliminating the aggregate purchase price linotafior business acquisitions in favor of permittthg Company to incur
New Term Loan Commitments at any time, subjech&achievement of a Leverage Ratio on a pro foraseskaftel
giving effect to such New Term Loan Commitments$est than 3.00:1.00 (together with certain existiagditions);

* Anincrease in the threshold for capital leasegattions;
* Anincrease in the threshold for subordinated nptgsble
. An increase in the threshold for investments;

. Elimination of capital lease obligations from thefinition of Consolidated Capital Expendituresanjunction with a
reduction of the threshold for Consolidated Capigbenditures

Except as described above, all other material temmdsconditions, including the maturity dates & @ompanys existing senic
secured credit facilities, remained similar to #has described in Note 5-“Long Term Debt” to ounsmlidated financial statements
included in our 2006 Annual Report on Form 10-K.

During the six months ended June 30, 2007, the @osnmade no payments, exclusive of contractuatigdualed payments, «
its senior secured credit facility.

7. Income Taxes

On a quarterly basis, the Company estimates wheaffiéctive tax rate will be for the full fiscal gieand records a quarterly
income tax provision based on the anticipatedirat®njunction with the recognition of any discrégms within the quarter.

The Company'’s effective income tax rate decreasad #0.0% in the three and six months ended Jun28i® to 37.2% and
37.0% for the three and six months ended June@®Y,,2espectively. The decrease is primarily dug Bomestic Production
Activities Deduction (“DPAD”) to be taken in the @pany’'s consolidated federal income tax return@erthin state income tax
returns for the 2006 and 2007 tax years. A disdtete of $.2 million and $.7 million related to tB806 DPAD is reflected in the
effective income tax rate in the three and six hemnded June 30, 2007, respectively, due to thep@oy’s ability to now claim th
deduction for 2006 activities based upon a changetax accounting method in 2007 that is appléobactive to 2006.

The Company adopted the provisions of Financialoiating Standards Board Interpretation No. 48 Aotiog for Uncertaint
in Income Taxes (“FIN 48") an interpretation of FBStatement No. 109 (“SFAS 109”) on January 1, 200ié adoption of FIN 48
did not have a material impact on the Company’sobdated financial position and results of openagi At the adoption date on
January 1, 2007, the Company had $0.9 million eécognized tax benefits, all of which would afféde Company’s effective tax
rate if recognized. At June 30, 2007, the Compas/$0.9 million of unrecognized tax benefits, &lwbich would affect the
Company'’s effective tax rate if recognized.

The Company recognizes interest and penaltiesrktatuncertain tax positions in income tax expense

The Company, or one of its subsidiaries, files medax returns in the U.S. federal jurisdictiond aarious states and foreign
jurisdictions. With few exceptions, the Companwydslonger subject to U.S. federal, state and larahor-U.S. income tax
examinations by income tax authorities for tax gdaafore 2003.

-11-
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8. Commitments and Contingencies

Operating LeasesNe have entered into various non-cancelable operétases primarily related to facilities, equipitnamd
vehicles used in the ordinary course of our busines

Contingent Transaction Consideratiorthe Company entered into earnout agreements inection with prior acquisitions. If
the acquired businesses generate operating piroitecess of predetermined targets, the Compaabligated to make additional
cash payments in accordance with the terms of saniout agreements. As of June 30, 2007, the Contpenpotential future
earnout obligations aggregating to approximatelyg $8illion through 2010 if the operating profitsoeed the predetermined targets.
Earnout payments are recorded as additional puegbrése (as goodwill) when the contingent paymanésearned and become
payable.

Autodesk AgreementThe agreement has annual minimum purchase regeins that as of June 30, 2007 the Company
believes will be met.

Louis Frey CaseOn August 16, 2006 a judgment was entered agdiastompany in the previously disclosed Louis Frey
Company bankruptcy litigation in the United StaBaskruptcy Court, Southern District of New York.&judgment awarded
damages to the plaintiff in the principal amoungaf.1 million, interest, and $.2 million in predeice claims. The Company
continues to believe its position is meritoriousgd @ommenced an appeal from the judgment in théedr8tates District Court,
Southern District of New York. On April 26, 2007attcourt affirmed the judgment, and the Compargdféin appeal from the
judgment in the United States Court of Appealstiier Second Circuit. In accordance with generalgepted accounting principls
(GAAP), the Company accounted for the judgmentédmprding a one-time, non-recurring litigation cleaf $14 million in 2006
that included a $11.3 million litigation reservel {$1 million in awarded damages and $.2 milliopiaference claims), and interest
expense of $2.7 million. These charges were offget corresponding tax benefit of $5.6 million,utisg in an impact of
$8.4 million to net income in 2006. The Company paisl the $.2 million preference claim and has @edran additional $.4 million
for interest during the six months ended June 8072In order to stay the execution of the LouisyHudgment pending appeal, the
Company posted a bond in the United States Bankyupourt, Southern District of New York, collatazald by $7.5 million in cash,
which is included in the restricted cash balancefakine 30, 2007.

Other Litigation . As a result of a mediation conducted in June 2€68¥ Company settled lawsuits for reimbursement of
incurred legal expenses and claims asserted b§dhgpany alleging unfair competition, trade secristampropriation, and breach of
contract in consideration for a cash payment tddbmpany in the sum of $3.3 million. The Compangoamted for the settlement
payment by recording the benefit of $3.3 millioraasoffset to selling, general, and administraéixpense during the second quarter
of 2007. The Company received this sum on Augug0dy.

FIN 48 Liability. As a result of the adoption of FIN 48 we have arfiiion contingent liability for uncertain tax poisns. We
are not updating the disclosures in our long-teomtractual obligations table presented in our 2806n 10-K because of the
difficulty in making reasonably reliable estimatdshe timing of cash settlements with the respectaxing authorities (see Note
the Financial Statements for additional discussion)

The Company may be involved in litigation and otlegral matters from time to time in the normal c®uof business.

Management does not believe that the outcome obathese matters will have a material adversecetia the Company’s
consolidated financial position, results of opemasi or cash flows.
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9. Comprehensive Income

The Company’s comprehensive income includes foreigrency translation adjustments, and changdseiffieir value of
certain financial derivative instruments, net ofegs, which qualify for hedge accounting. The défeces between net income and
comprehensive income for the three and six montde@ June 30, 2006 and 2007 are as follows:

Three Months Endec Six Months Ended

June 30, June 30,
2006 2007 2006 2007
(Unaudited)

(Dollars in thousands)

Net income $ 8427 $ 19,61 $ 22,80: $ 36,457
Foreign currency translation adjustme (32) 344 (32) 21t
Increase in fair value of financial derivative mshents, net of tax effec 181 107 281 66

Comprehensive incon $ 8577 $ 2006 $ 2305 $ 36,73t

Asset and liability accounts of international opienas are translated into U.S. dollars at curratés. Revenues and expenses
are translated at the weighted-average curreneyfoathe fiscal year.

10. Earnings Per Share

The Company accounts for earnings per share irrdaonoe with SFAS No. 128, “Earnings per Share."i@Baarnings per share
is computed by dividing net income by the weighée@rage number of common shares outstanding fqrahied. Diluted earnings
per share is computed similar to basic earningsipare except that the denominator is increaseathade the number of additional
common shares that would have been outstandihg ipotential common shares had been issued dmel édditional common shai
were dilutive. Common stock equivalents are exdluilem the computation if their effect is anti-dilte. For the three and six
months ended June 30, 2006, there were no sto@nsmxcluded in the calculation of diluted netome per common share. Stock
options totaling 1.3 million for the three and sinths ended June 30, 2007, were excluded froroaloelation of diluted net
income per common share because they were antiveilu

Basic and diluted earnings per share were calallaang the following common shares for the thne¢ six months ended
June 30, 2006 and 2007:

Three Months Ended Six Months Ended
June 30, June 30,
2006 2007 2006 2007
(Unaudited)

Weighted average common shares outstanding durengerioc— basic
Effect of dilutive stock option

Weighted average common shares outstanding durengdrioc— diluted
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11. Recent Accounting Pronouncements

In March 2006, the consensus of Emerging Issue Faste (“EITF”) Issue No. 06-3, “How Taxes Collegtieom Customers
and Remitted to Governmental Authorities ShouldPBesented in the Income Statement (That Is, Greisus Net Presentation),”
was published. The scope of this Issue includedangssessed by a government authority that fsibgiosed on and concurrent
with a specific revenue-producing transaction betwa seller and a customer, and may include, lmdgtimited to, sales, use, value-
added, and some excise taxes. The scope of this és€ludes tax schemes that are based on gresptseand taxes that are impo:
during the inventory procurement process. The Faske reached a consensus that the presentatsutioftaxes on either a gross
basis (included in revenues and costs), or neslfascluded from revenues) is an accounting pasgision that should be disclos
An entity is not required to reevaluate its exigtpolicies related to taxes assessed by a govetaharihority as a result of this
consensus. In addition, for any such taxes thategrerted on a gross basis, an entity should disdliee amounts of those taxes in
interim and annual financial statements for eagfoddor which an income statement is presentéddée amounts are significant.
The consensuses of this Issue should be appliadtéarm and annual reporting periods beginningrafiecember 15, 2006. The
adoption of this Issue has not had a significamiaiat on the Company’s results of operations arahfifal position, as the Company
generally does not recognize taxes collected frostamners and remitted to governmental authoritigeé Company’s results of
operations.

On July 13, 2006, the FASB issued InterpretatioriF4Bl 48) “Accounting for Uncertainty in Income Taxes: an iptetation o
FASB Statement No. 109.” This interpretation clasgfthe accounting for uncertainty in income tavee®gnized in an entity’s
financial statements in accordance with SFAS N@, 1Accounting for Income Taxes.” FIN 48 prescritzesecognition threshold
and measurement principles for financial staterdestiosure of tax positions taken or expected ttaken on a tax return. The
Company adopted the provision of this interpretatiffective January 1, 2007. The adoption of FINd&Bnot have a material impi
on the Company’s consolidated financial positiod egsults of operations. See Note 7, Income Tdresurther discussion.

On September 15, 2006, the FASB issued SFAS Nq.Fd&i7 Value MeasurementSFAS No. 157 defines fair value,
establishes a framework for measuring fair valugenerally accepted accounting principles and edpaisclosure about fair value
measurements. This Statement applies under otheunting pronouncements that require or permitfalue measurements, the
FASB having previously concluded in those accounironouncements that fair value is the relevarasuement attribute.
Accordingly, this Statement does not require any far value measurements. SFAS No. 157 is effediiv fiscal years beginning
after December 15, 2007, or fiscal year 2008 fer@ompany. The Company is currently evaluatingrtigact, if any; the adoption
of SFAS No. 157 will have on the Company’s consaidl financial position and results of operations.

In February 2007, the FASB issued SFAS No. T8® Fair Value Option for Financial Assets and Fioal Liabilities —
Including an Amendment of FASB Statement No. SFAS No. 159 permits entities to choose to measwany financial
instruments and certain other items at fair vallierealized gains and losses on items for whicHahievalue option has been elected
will be recognized in earnings at each subsequgarting date. SFAS No. 159 is effective for finahstatements issued for fiscal
years beginning after November 15, 2007, whichésytear beginning January 1, 2008 for the Comp&hg.Company is evaluatir
the impact that the adoption of SFAS No. 159 walvé on its consolidated results of operations arahtial condition.
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion should be read in conjiomctvith our consolidated financial statements éimel related notes and
other financial information appearing elsewhergtiis report as well as Management’s Discussion Andlysis included in our
2006 Annual Report on Form 10-K, our final prospedor our recent secondary offering, dated MarcB@7, and our 2007 first
quarter report on Form 10-Q dated May 10, 2007.

In addition to historical information, this repoon Form 10-Q contains certain forward-looking staents within the meaning
of Section 21E of the Securities Exchange Act 84,18 amended. These statements relate to furerdgseor future financial
performance, and include statements regarding th@an’s business strategy, timing of, and plans for,ititeoduction of new
products and enhancements, future sales, markeitgrand direction, competition, market share, raxegrowth, operating margir
and profitability. All forwardlooking statements involve known and unknown risksertainties and other factors that may cause
actual results, levels of activity, performanceashievements to be materially different from anyriiresults, levels of activity,
performance or achievements, expressed or imhigthese forward looking statements. In some cgsescan identify forwar-
looking statements by terminology such as “may;,llw“should,” “expects,” “intends,” “plans,” “ant icipates,” “believes,”
“estimates,” “predicts,” “potential,” “continue,” or the negative of these terms or other comparadainology. These statements
are only predictions and are based upon informateailable to the Company as of the date of thire We undertake no agsing
obligation, other than that imposed by law, to ugedhese forward-looking statements.

Actual results could differ materially from our cant expectations. Factors that could cause acteslilts to differ materially
from current expectations, include among others fthlowing: (i) general economic conditions, swshchanges in constructic
spending, GDP growth, interest rates, employmetgsieoffice vacancy rates, and government expaedit(ii) a downturn in the
architectural, engineering and construction indystiii) competition in our industry and innovatidasy our competitors; (iv) our
failure to anticipate and adapt to future change®ur industry; (v) failure to continue to develapd introduce new products a
services successfully; (vi) our inability to charfge value-added services we provide our custorteersfset potential declines in
print volume; (vii) adverse developments affecthig State of California, including general and Ibeaonomic condition:
macroeconomic trends, and natural disasters; (@) inability to successfully identify and manage acquisitions or open new
branches; (ix) our inability to successfully monitgmd manage the business operations of our sudrsédi and uncertainty regarding
the effectiveness of financial and managementipslind procedures we established to improve adsmynontrols; (x) adverse
developments concerning our relationships withaiarkey vendors; and (xi) the loss of key persoandlqualified technical staff.

Although we believe that the expectations reflestdte forward-looking statements are reasonate cannot guarantee
future results, levels of activity, performanceachievements. These forwrlooking statements are subject to numerous risks a
uncertainties, including, but not limited to, thisks and uncertainties described in the “Risk Fegtsection of our 2006 Annual
Report orForm 10-K . You are urged to carefully considersthéactors. All forward-looking statements attredoie to us are
expressly qualified in their entirety by the forggpcautionary statements.
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Executive Summary

American Reprographics Company is the leading gaghics company in the United States. We provigeness-to-business
document management services to the architecemglneering and construction industry, or AEC indygshrough a nationwide
network of independently-branded service centens. Majority of our customers know us as a localagmphics provider, usually
with a local brand and a long history in the comityuiWe also serve a variety of clients and bussessutside the AEC industry in
need of sophisticated document management services.

Our services apply to time-sensitive and graphierisive documents, and fall into four primary catézs:

e Document managemer

. Document distribution & logistics

. Print-on-demand; an

. On-site services, frequently referred to as itéedl management, or FMs, (any combination of theva services supplied
at a custom¢s location).

We deliver these services through our specializedrtology, more than 700 sales and customer seswigdoyees interacting
with our customers every day, and more than 3,908ite services facilities at our customers’ lomasi. All of our local service
centers are connected by a digital infrastructalteyving us to deliver services, products, and gatuapproximately 107,000
companies throughout the country.

Our divisions operate under local brand names. Baamhd name typically represents a business ompgobbusinesses that has
been acquired since the formation of the Comparg c@brdinate these operating divisions and corstaitheir service offerings for
large regional or national customers through a@@e-controlled “Premier Accounts” division.

A significant component of our growth has been frequisitions. In the first six months of 2007, pad $86.5 million for six
new acquisitions and other cash payments assoaidtieghrior year acquisitions. In 2006, we acquifgdbusinesses for
$87.7 million. Each acquisition was accounted f&ing the purchase method, and as such, our coasedithcome statements reflect
sales and expenses of acquired businesses orppgbiacquisition periods. All acquisition amoumtsliide acquisition-related costs.

As part of our growth strategy, we sometimes ogeacquire branch or satellite service centers imtigaous markets, which v
view as a low cost, rapid form of market expansfoar branch openings require modest capital experedi and are expected to
generate operating profit within 12 months frommpg .

In the following pages, we offer descriptions of\nwe manage and measure financial performance ghaut the company.
Our comments in this report represent our bestnaséis of current business trends and future trfradsve think may affect our
business. Actual results, however, may differ frohat is presented here.

Evaluating our Performance.We evaluate our success in delivering value tosbareholders by striving for the following:

. Creating consistent, profitable revenue grov

. Maintaining our industry leadership as measuredurygeographical footprint, market share and regegeneration

. Continuing to develop and invest in our produatsyiges, and technology to meet the changing nefedsr customers
. Maintaining the lowest cost structure in the indysand

. Maintaining a flexible capital structure that yides for both responsible debt service and theyuof acquisitions and
other higl-return investment:
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Primary Financial MeasuresWe use net sales, costs and expenses, and operasinglow to operate and assess the
performance of our business.

The Company identifies operating segments basdbeomarious business activities that earn revenddrecur expense, whose
operating results are reviewed by management. Barséloe fact that operating segments have simitzdycts and services, class of
customers, production process and performance tilgecthe Company is deemed to operate as a siegtetable business segm:
Please refer to our 2006 Annual Report on Form X0rknore information regarding our primary finaalaneasures.

Other Common Financial Measure®Ve also use a variety of other common financialsuess as indicators of our
performance, including:

. Net income and earnings per shi

« EBIT;

+ EBITDA;

. Material costs as a percentage of net sales

. Days Sales Outstanding/Days Sales Inventory/Dayeéas Payable

In addition to using these financial measures atctirporate level, we monitor some of them dailgf lxcation-by-location
through use of our proprietary company intranet r@abrting tools. Our corporate operations stafbalonducts a monthly variance
analysis on the income statement, balance shektash flows of each operating division.

We believe our current customer segment mix hasoappately 80% of our revenues generating fromARE market, while
20% is generated from non-AEC sources. We belieigenix is optimal because it offers us the advgeseof diversification without
diminishing our focus on our core competencies.

Not all of these financial measurements are reptedadirectly on the Company’s consolidated finahstatements, but
meaningful discussions of each are part of ourtgdgirdisclosures and presentations to the investm@mmunity.

Acquisitions Our disciplined approach to complementary acquoisgiihas led us to acquire reprographics businéisaett our
profile for performance potential and meet strategiteria for gaining market share. In most capesformance of newly acquired
businesses improves almost immediately due topghécation of financial best practices, signifidgrgreater purchasing power, and
productivity-enhancing technology.

According to the International Reprographics Asation (IRgA), the reprographics industry is higfilggmented and
comprised primarily of small businesses with arrage of $1.5 million in annual sales. Our own eigrege in acquiring
reprographics businesses over the past eleven yappsrts this estimate.

When we acquire businesses, our management typicsdls the previous year’s sales figures as amiafiobasis for estimating
future revenues for the Company. We do not useafiyisoach for formal accounting or reporting pugsoBut as an internal
benchmark with which to measure the future efféciperating synergies, best practices and sourmahiial management on the
acquired entity.

We also use previous yesarsales figures to assist us in determining hovatugiired company will be integrated into the ol
management structure of the Company. We categnewdy acquired businesses in one of two ways:

1. Standalone AcquisitionsPost-acquisition, these businesses maintain éxéting local brand and act as strategic platsfon
the Company to acquire market share in and ardumdpecific geographical locatic

2. Branch/Folc¢in Acquisitions These are equivalent to our opening a new orefgfield” branch. They support an outlying
portion of a larger market and rely on a largertiaized production facility nearby for strategi@anagement, load balancing,
for providing specialized services, and for adnimaigve and other “back office” support. We maintttie staff and equipment
of these businesses to a minimum to serve a snaalahor a single large customer, or we may philgiaggtegrate (fold-in)
staff and equipment into a larger nearby produdimility.
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Economic Factors Affecting Financial PerformanceAs previously noted, we estimate that sales toAfR€ market accounte
for 80% of our net sales for the year ended Dece®be2006, with the remaining 20% consisting dés#o non-AEC markets
(based on our annual review of the top 30% of aistamers, and designating customers as either AEGrGAEC based on their
primary use of our services). As a result, our apeg results and financial condition can be sigaiftly affected by economic
factors that influence the AEC industry, such asstmction spending, GDP growth, interest rateqylepment rates, office vacancy
rates, and government expenditures. Similar tAfB€ industry, the reprographics industry typicddlgs trends in the general
economy.

Non-GAAP Measures

EBIT and EBITDA and related ratios presented is tieiport are supplemental measures of our perfarendrat are not requir:
by or presented in accordance with GAAP. These ureasare not measurements of our financial perfocmander GAAP and
should not be considered as alternatives to nenie¢ income from operations, or any other perfoceaneasures derived in
accordance with GAAP or as an alternative to clsh from operating, investing or financing actiesi as a measure of our liquidity.

EBIT represents net income before interest andstaxBITDA represents net income before interegsgdadepreciation and
amortization. EBIT margin is a non-GAAP measuregkited by subtracting depreciation and amortirafiom EBITDA and
dividing the result by net sales. EBITDA margiraison-GAAP measure calculated by dividing EBITDAn®t sales.

We present EBIT and EBITDA and related ratios beeaume consider them important supplemental meastias
performance and liquidity. We believe investors msp find these measures meaningful, given hownamagement makes use of
them. The following is a discussion of our useh&fse measures.

We use EBIT to measure and compare the performainmar operating segments. Our operating segméntsicial
performance includes all of the operating actigigxcept for debt and taxation which are manag#ueatorporate level. As a result,
EBIT is the best measure of divisional profitaliiind the most useful metric by which to measuteampare the performance of
our operating segments. We also use EBIT to megmrfermance for determining operating divisiondesgompensation and use
EBITDA to measure performance for determining cdidated-level compensation. We also use EBITDA asefric to manage cash
flow from our operating segments to the corporatel and to determine the financial health of egmérating segment. As noted
above, since debt and taxation are managed abtherate level, the cash flow from each operategnsent should be equal to the
corresponding EBITDA of each operating segmenum@gsg no other changes to an operating segmentatasheet. As a result,
we reconcile EBITDA to cash flow monthly as oneoaf key internal controls. We also use EBIT and HBA to evaluate potential
acquisitions and to evaluate whether to incur ehpitpenditures.

EBIT, EBITDA and related ratios have limitationsaagalytical tools, and you should not consider tleisolation, or as a
substitute for analysis of our results as repouteder GAAP. Some of these limitations are as faow

«  They do not reflect our cash expenditures, or futequirements for capital expenditures and cotutshcommitments

«  They do not reflect changes in, or cash requiresnfemt our working capital need

. They do not reflect the significant interest expe or the cash requirements necessary, to sémtgest or principal
payments on our dek

. Although depreciation and amortization are wash charges, the assets being depreciated antizadavill often have t
be replaced in the future, and EBITDA does noefhny cash requirements for such replacements

. Other companies, including companies in our itgusnay calculate these measures differently thardo, limiting their
usefulness as comparative meast
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Because of these limitations, EBIT, EBITDA, andatel ratios should not be considered as measurisasétionary cash
available to us to invest in business growth aettuce our indebtedness. We compensate for theiatlons by relying primarily o
our GAAP results and using EBIT and EBITDA onlysapplements. For more information, see our conatddi financial statemer
and related notes elsewhere in this report. Adutig, please refer to our 2006 Annual Report omi-a0-K.

The following is a reconciliation of cash flows pied by operating activities to EBIT, EBITDA, anét income:

Three Months Ended June 3( Six Months Ended June 30,
2006 2007 2006 2007
(Dollars in thousands)

Cash flows provided by operating activit $ 27,22 $ 33,95¢ $ 42,40( $ 45,36¢
Changes in operating assets and liabili (15,430 (2,71 1,17¢ 12,12
Non-cash (expenses) income, including depreciatio

and amortizatiol (3,36%) (11,636 (20,777) (21,029
Income tax provisiol 5,617 11,61: 15,20( 21,407
Interest expens 7,001 6,642 11,46( 11,807

EBIT 21,04t 37,86¢ 49,46 69,66¢
Depreciation and amortizatic 6,371 10,02¢ 12,00¢ 18,38’

EBITDA 27,41¢ 47,89t 61,46¢ 88,05!
Interest expens (7,007) (6,647) (11,460 (112,807
Income tax provisiol (5,617 (11,619 (15,200 (21,407
Depreciation and amortizatic (6,37]) (10,029 (12,006 (18,387

Net income $ 8,427 $ 19,61: $ 22,80: $ 36,45’

The following is a reconciliation of net incomeE®ITDA:

Three Months Ended June 3( Six Months Ended June 30
2006 2007 2006 2007
(Dollars in thousands)

Net income $ 8,421 $ 19,61: $ 22,80: $ 36,45
Interest expense, n 7,001 6,642 11,46( 11,80:
Income tax provisiol 5,617 11,617 15,20( 21,40"

EBIT $ 21,04¢ $ 37,86¢ 49,46 69,66¢
Depreciation and amortizatic 6,371 10,02¢ 12,00¢ 18,38

EBITDA $ 27,41¢ $ 47,89¢ $ 61,46¢ $ 88,05!

The following is a reconciliation of our net incommeargin to EBIT margin and EBITDA margin:

Three Months Ended June 30 Six Months Ended June 30

2006 2007 2006 2007
Net income margil 5.€% 11.(% 7.8% 10.8%
Interest expense, n 4.€% 3.7% 3.% 3.5%
Income tax provisiol 3.7% 6.5% 5.2% 6.2%
EBIT margin 13.9% 21.2% 16.9% 20.6%
Depreciation and amortizatic 4.2% 5.6% 4.1% 5.5%
EBITDA margin 18.1% 26.9% 21.(% 26.1%
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Results of Operations for the Three and Six Month&nded June 30, 2007 and 2006

The following table provides information on the @amtages of certain items of selected financiad dampared to net sales for

the periods indicated:

As Percentage of Net Sale

Three Months Ended June 30 Six Months Ended June 30,

2006 2007 2006 2007
Net Sales 100.(% 100.(% 100.(% 100.(%
Cost of sale: 56.€ 57.¢ 56.¢ 57.¢
Gross profit 43.4 42.1 43.2 42.2
Selling, general and administrative exper 21.¢ 19.4 22.1 20.2
Litigation Reserve 7.4 — 3.9 —
Amortization of intangible: 0.€ 1.4 0.€ 1.2
Income from operatior 13.€ 21. 16.€ 20.€
Other income 0.3 — 0.3 —
Interest expense, n (4.6) (3.7) (3.9 (3.5
Income before income tax provision (bene 9.3 17.€ 13.C 17.1
Income tax provision (benefi 3.7 6.5 5.2 6.3
Net income 5.6% 11.(% 7.8% 10.8%
Three and Six Months Ended June 30, 2007 Compared fThree and Six Months Ended June 30, 2006
Three Months Ended Six Months Ended
June 30, Increase (decrease) June 30, Increase (decrease)
2006 2007 (In dollars) (Percent 2006 2007 (In dollars) (Percent
(In millions) (In millions)

Reprographics servict $ 114€¢ $ 133: % 18.7 16.5% $ 219t $ 253.C $ 33t 15.2%
Facilities managemel 24.7 29.C 4.3 17.4% 47.€ 55.2 7.7 16.2%
Equipment and supplies sa 12.2 15,2 3.3 27.(% 25.2 29.€ 4.4 17.5%
Total net sale 151.5 177.¢ 26.2 17.%% 292.% 338.( 45.7 15.6%
Gross profil 65.€ 74.¢ 9.0 13.7% 126.2 142.€ 16.4 13.0%
Selling, general and administrative exper 33.1 34.5 14 4.2% 64.€ 68.7 4.1 6.3%
Litigation Reserve 11.2 — (1.2 -100.(% 11.2 — 1.9 -100.(%
Amortization of intangible: 0.9 2.5 1.6 177.7% 1.7 4.2 2.5 147. %
Interest expense, n 7.0 6.6 (0.4) -5.7% 11.4 11.€ 04 3.5%
Income taxe: 5.6 11.€ 6.0 107.1% 15.2 21.4 6.2 40.8%
Net Income 8.4 19.€ 11.2 133.9% 22.¢ 36.5 13.7 60.(%
EBITDA 27.4 47.¢ 20.t 74.8% 61.F 88.1 26.€ 43.9%
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Net Sales.

Net sales increased by 17.3% for the three momttisceJune 30, 2007, compared to the three monteslelune 30, 2006. Net
sales increased by 15.6% for the six months enallee 30, 2007 compared to the same period in 2006.

In the three months ended June 30, 2007, approaiynd8.0% of the 17.3% net sales increase wasktatour standalone
acquisitions since June 30, 2006. (See page hiofdport for an explanation of acquisition type.)

In the six months ended June 30, 2007, 11.2% of #@% net sales increase was related to our dtarelacquisitions since
June 30, 2006.

Below is geographical revenue for the three andrgirths ended June 30, 2007 compared to the thoksixamonths ended
June 30, 2006.

Three Months Ended Six Months Ended
June 30, June 30,

2006 2007 2006 2007
(Dollars in Thousands
Northern California Division: 25,08( 27,22¢ 47,98( 52,95t
Pacific Northwest Division 8,86¢ 10,57¢ 15,95° 19,67¢
Southern Division: 31,00: 43,66¢ 56,83¢ 78,01¢
Midwest Divisions 20,59 20,33¢ 40,90¢ 39,94¢
Northeast Division: 21,12( 27,49t 41,73¢ 51,32¢
Southern California Division 44 86 48,47¢ 88,917 96,06
Total Revenut 151,52 177,78: 292,32¢ 337,99¢

Reprographics serviceblet sales during the three months ended June 80, &tcreased compared to the same period in 2006
by $18.7 million due to increased non-residentmaistruction spending throughout the U.S., and dpassion of our market share
through branch openings and acquisitions. We aeddive businesses during the three month peridé@dune 30, 2007, that had a
primary focus on reprographics services. The Sontregion and the Pacific Northwest reported strealgs increases due primarily
to market strength. The Company’s Northeasterroregiso reported healthy sales gains assistedebgdtjuisition of MBC in the
Baltimore-Washington D.C. area.

During the six months ended June 30, 2007, we e&djai total of six businesses, each with its prynfiecus on reprographics
services. In addition to significant sales increasehe Southern, Pacific Northwest, and Northeastegion, Northern California
also showed solid sales growth during the six moetided June 30, 2007.

Company-wide pricing remained at similar levelshte same period in 2006, indicating that revengecimses were due
primarily to volume.

Facilities managementOn-site or facilities management services cowtihto post solid dollar volume and period-over-peri
percentage gains in the three and six months ehuatesl 30, 2007. Specifically, sales for the threattroended June 30, 2007,
compared to the same period in 2006 increased Byridlion or 17.4%. Sales for the six months endede 30, 2007 compared to
the same period in 2006 increased $7.7 million62%. This revenue is derived from a single costspeare foot of printed
material, similar to our “Reprographics Serviceslenue. As convenience and speed continue to ¢dhdr&cour customers’ needs,
and as printing equipment continues to become smatid more affordable, the trend of placing eqeipintand sometimes staff) in
an architectural studio or construction companiceffemains strong as evidenced by an increasppsbzimately 590 facilities
management contracts in the second quarter of 20Diging our total FM contracts to approximatel923). By placing such
equipment on-site and billing on a per use andpgect basis, the invoice continues to be issyedsh just as if the work were
produced in one of our centralized production faed. The resulting benefit is the conveniencerfsite production with a pass-
through or reimbursable cost of business that ntaisyomers continue to find attractive.

Equipment and supplies sal&uring the three month period ended June 30, 28@7equipment and supplies sales increased
by 27.0% as compared to the same period in 2006.

In the six month period ending June 30, 2007, egeipt and supply sales increased by 17.5%.
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In the early years of our faciliies managemen¢sg@rograms, the service line made steady progggsest the outright sale of
equipment and supplies by converting such salesaia to on-site service agreements. Acquisitdividy in the past three years
reversed this trend, as several of these new as@seossess a strong equipment and supplies $asini¢ and more focus has been
brought to bear on the evolving needs of our custsnTrends in smaller, less expensive and moreeroent printing equipment a
gaining popularity with customers who want the aamience of in-house production, but have no cormgeteimbursable invoice
volume to offset the cost of placing the equipment.

Gross Profit.

Our gross profit and gross profit margin was $diion and 42.1% during the three months ende& R0\ 2007, compared
$65.8 million and 43.4% during the same periodd0&, on sales growth of $26.3 million.

During the six month period ended June 30, 200@sgprofit margin increased to $142.6 million a@d?4 compared to
$126.2 million and 43.2% for the six months endakeJ30, 2006, on sales growth of $45.7 million.

Increases in revenues coupled with the fixed cagire of some of our cost of goods sold expense$, & machine cost,
facility rent, and some elements of labor controltio dollar volume increases in gross profit dyitime three and six months ended
June 30, 2007. The slight drop in gross marginspriasarily due to the fact that a significant portiof our sales increases during
three and six months ended June 30, 2007 werendoiyecquisitions. Specifically, 2007 stand alocgussitions negatively impact
the gross profit percentage for the three and sirths ended June 30, 2007 by 80 and 50 basis pmastgectively. Such acquisitio
typically carry a lower gross profit margin tharr @xisting operating divisions, and they therefemaporarily depress gross margi
Lower gross margins of new branch openings andifoltquisitions also tend to depress gross matgmgorarily.

Selling, General and Administrative Expenses.

Selling, general and administrative expenses isedy $1.4 million or 4.2% during the second aerast 2007 over the same
period in 2006.

Selling, general and administrative expenses isedy $4.1 million or 6.3% during the six monthsled June 30, 2007 over
the same period in 2006.

Increases during the three and six month periog@@&ddne 30, 2007, are primarily attributable toitleeease in our sales
volume during the same period. Specifically, expsn®se primarily due to increases in administeadind sales salaries and
commissions of $2.4 million and $4.4 million thacampany the sales growth and an increase in Sim&#d compensation expense
of $0.4 million and $0.6 million for the three asid months ended June 30, 2007, respectively. Axfditly, in March 2007, the
Company incurred expenses of approximately $0.5amiln connection with a secondary stock offeripgmarily to facilitate the
sale of shares owned by its former financial spmg0ode Hennessy & Simmons LLC. Partially offsettine increase in selling,
general and administrative expense was a $3.3omilivorable settlement of two related lawsuitsclgating costs related to that
litigation, which included legal fees and accruedchpensation payments related to the settlemensetiiement returned a $2.2 and
$1.7 million benefit to the company for the thre @ix months ended June 30, 2007, respectivelymeoe information on the
details of these lawsuits and settlement, pledee t@ footnote 8 “Commitments and Contingencies.”

Selling, general and administrative expenses,mse@ntage of net sales decreased from 21.8% wettend quarter of 2006 to
19.4% in the second quarter of 2007 and from 22riL#e six months ended June 30, 2006 to 20.3%drsame period in 2007 due
to increases in sales, the fixed cost nature ofesoitthese expenses in our existing operatingidivss and the financial benefit of 1
law suit settlement described above.
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Litigation Reserve.

On July 28, 2006, a decision was rendered agaiist the previously disclosed Louis Frey bankrugitiyation in the United
States Bankruptcy Court, Southern District of Newrk/ The judge determined that damages should laedmd to the plaintiff in the
amount of $11.06 million, interest expense of $2r#fion through June 30, 2006, and $0.20 milliarpreference claims. In
accordance with generally accepted accounting iptiieec (GAAP), we accounted for the judgment by rdowg a one-time, non-
recurring litigation charge of $13.54 million thatludes a $11.26 million litigation reserve ($18.rillion in awarded damages and
$0.20 million in preference claims), and interegiense of $2.28 million. These charges were offget corresponding tax benefit
$5.42 million, resulting in a net impact of $8.14lion to the net income during the three and simtins ended June 30, 2006. This
one-time, non-recurring litigation reserve of $BLillion represents 7.4% and 3.9% of net salestferthree and six months ended
June 30, 2006. For more information on the Lou&yHitigation, please refer to page 12 under “Cotmments and Contingencies.”

Amortization of Intangibles.

Amortization of intangibles increased $1.6 millidaring the three months ended June 30, 2007, cadparthe same period in
2006 primarily due to an increase in identified atizable intangible assets such as customer rekstips associated with acquired
businesses since June 30, 2006. The three primgnjsitions causing the increase were the acquisdf Reliable Graphics in July
of 2006, the acquisition of MBC Precision ImagingMarch of 2007, and the acquisition of Imaging Aremogies Services in April
of 2007.

Amortization of intangibles increased $2.5 millidaring the six months ended June 30, 2006 fordngesreasons discussed
above.

Interest Expense, Net.

Net interest expense decreased to $6.6 milliomdtthie three months ended June 30, 2007, compaf&d@ million during thi
same period in 2006 primarily due to the $2.3 wiillinterest charge in 2006 related to the Louiy ktigation reserve. Excluding tl
interest related to the Louis Frey litigation resegrinterest increased by $1.5 million. The inceeas$1.5 million is primarily due to
additional borrowings to finance acquisitions. Sfeally, to finance acquisitions we borrowed $3@lion from our term loan
facility in July of 2006 and $50 million in Aprilf@007. Interest expense in the three months edded 30, 2007, included
$.2 million of interest expense related to the Isdaiey litigation reserve which continues to acdnterest as we pursue our appeal.

Net interest expense increased to $11.8 milliomnduthe six months ended June 30, 2007, compar&tite! million during thi
same period in 2006. Excluding the interest relédettie Louis Frey litigation reserve, interestregased by $2.3 million primarily
due to borrowings to finance acquisitions.

Income Taxes.

Our effective income tax rate decreased from 40rDthe three and six months ended June 30, 2008.2% and 37.0% for tt
three and six months ended June 30, 2007, respBctibhe decrease is primarily due to the Domedataduction Activities
Deduction (DPAD) to be taken by us as allowed ligrmal Revenue Code section 199 as enacted byrttezidan Jobs Creation Act
of 2004. A discrete item of $.7 million or 1.2%me-tax income, related to our 2006 DPAD is reflddn our effective income tax
rate in the six months ended June 30, 2007. Seemdhcome Taxes, for further discussion.

Net Income.

Net income increased to $19.6 million during the¢hmonths ended June 30, 2007, compared to $8idmm the same peric
in 2006, primarily due to the 2006 Louis Frey liigpn charge and increase in sales. During thensiths ended June 30, 2007, net
income increased to $36.5 million compared to $22ilBon in the same period in 2006, primarily dioethe Louis Frey litigation
charge and increase in sales.
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EBITDA.

EBITDA margin increased to 26.9% during the thremnths ended June 30, 2007, compared to 18.1% dilmngame period
2006 primarily due to the increase in sales, [08@&A costs as a percent of sales for the quartet tlae Louis Frey Litigation
charge in 2006. For a reconciliation of EBITDA tetincome, please see “Non-GAAP Measures” above.

Impact of Inflation

Inflation has not had a significant effect on opemtions. Price increases for raw materials sagtaper typically have been,
and we expect will continue to be, passed on ttoowsrs in the ordinary course of business.

Liquidity and Capital Resources

Our principal sources of cash have been operatindsorrowings under our bank credit facilitieslebt agreements. Our
historical uses of cash have been for acquisitidnieprographics businesses, payment of principdliaterest on outstanding debt
obligations, and capital expenditures. Supplementatmation pertaining to our historical sourcesl aises of cash is presented as
follows and should be read in conjunction with oansolidated statements of cash flows and notestthincluded elsewhere in this

report.
Six Months Ended June 30
2006 2007
(Unaudited)

(Dollars in thousands)
Net cash provided by operating activit $ 42,40( $ 45,36¢
Net cash used in investing activiti ($20,119 ($91,49)
Net cash (used in) provided by financing activi ($21,829 $ 50,91«

Operating Activities

Net cash of $45.4 million provided by operating\aties for the six months ended June 30, 2007resnts a year-over-year
increase primarily related to an increase in nebine of $6.4 million, excluding the Louis Frey a@and improved accounts
receivable collections. This increase in operatiagh flows was partially offset by 2006 income éatension payments of
$6.5 million that were accrued as of December 8D62but paid in 2007. The cash flows from operaéntivities remained strong
evidenced by the fact that operating cash flowgHersix months ended June 30, 2007 representr&dilpted weighted average
common shares outstanding or 13.4% of revenuec&sit flows generated from operating activitiesd@2have and will be used to
pay for acquisitions.

Investing Activities

Net cash of $91.5 million for the six months endeade 30, 2007, used in investing activities pritpaglates to the acquisition
of businesses, and capital expenditures at albparating divisions. Payments for businesses aedjuiret of cash acquired and
including other cash payments and earnout paynasstciated with acquisitions, amounted to $86.5anitluring the six months
ended June 30, 2007. Cash payments for capitahekpees totaled $5.2 million for the six monthsled June 30, 2007. Cash used
in investing activities will vary depending on ttieing and the size of acquisitions completed, famdis required to finance
acquisitions will come from operating cash flowsl additional borrowings.
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Financing Activities

Net cash of $50.9 million provided by financingigities during the six months ended June 30, 2@@arily relate to a
borrowing of $18 million on our existing revolvirgedit facility and a $50 million borrowing from pterm loan facility in order to
facilitate the consummation of certain acquisitiofise proceeds from our borrowings were offsetdhesuled payments of
$14.3 million on our debt agreements and capitgds and a $5 million net pay down on our revoleirgglit facility. Also included
in financing activities is a $1.5 million excessg teenefit related to stock options exercised dutirgsix months ended June 30,
2007.

Our cash position, working capital, and debt olilages as of June 30, 2007, are shown below anddlhauread in conjunction
with our consolidated balance sheets and notesttheontained elsewhere in this report.

December 31 June 30,

2006 2007
(Unaudited)

(Dollars in thousands)
Cash and cash equivalel $ 11,64 $ 16,42¢
Working capital 21,15( 25,32:
Borrowings from senior secured credit facilit 215,65 277,44¢
Other debt obligation 57,49 71,68
Total debt obligation $ 273,14! $ 349,13(

The increase of $4.2 million in working capital wasmarily due to an increase in accounts receabi$9.8 million,
excluding the initial impact of acquisitions, resud from improved sales performance, a $4.8 niilliecrease in cash due to the
timing of acquisitions and debt pay downs, a $3ilBan increase in other current assets related favorable litigation settlement,
offset by an increase in short-term debt of $13iomilrelated to the net borrowings under our erigtievolving credit facility which
was used to facilitate the consummation of an a&itipim. To manage our working capital, we focusoan number of days
outstanding to monitor accounts receivable, asvabkes are our most significant element of workéagital.

We believe that our cash flow provided by operatiwfill be adequate to cover the next twelve momtbeking capital needs,
debt service requirements, and planned capitalredipges, to the extent such items are known oreasonably determinable based
on current business and market conditions. Howavemay elect to finance certain of our capitalengiture requirements through
borrowings under our credit facilities or the issca of additional debt.

We continually evaluate potential acquisitions. étitsa compelling strategic reason, we target piatleaatquisitions that would
be cash flow accretive within six months. Curreniie are not a party to any agreements, or engagatly negotiations regarding a
material acquisition We expect to fund future acquisitions through désh provided by operations, additional borrowingsthe
issuance of our equity. The extent to which we bdlwilling or able to use our equity or a mix quéy and cash payments to make
acquisitions will depend on the market value of shares from time to time, and the willingness ateptial sellers to accept equity
as full or partial payment.

Debt Obligations

Senior Secured Credit Facilitiesln December 2005, the Company entered into a Sesorghded and Restated Credit and
Guaranty Agreement (the Second Amended and ResTaeslit Agreement). The Second Amended and ResGrdit Agreement
provided the Company a $310.6 million Senior Set@eedit Facility, comprised of a $280.6 milliomrteloan facility and a
$30 million revolving credit facility.

In July 2006, to finance an acquisition, the Complaorrowed $30 million of the then available $50lion in its term loan
facility. Subsequent to the borrowing, the Compantered into a First Amendment to Second Amendddastated Credit and
Guaranty Agreement (the First Amendment) in ordeatilitate the consummation of certain proposeglésitions. The First
Amendment provided the Company with a $30 millioarease to its Term Loan Facility, thus restoringilability of the term loan
facility to $50 million.
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On April 27, 2007 the Company entered into a Secameéndment to Second Amended and Restated CredliGaaranty
Agreement (the Second Amendment) in order to fatdithe consummation of certain proposed acquistiln conjunction with the
Second Amendment the Company borrowed $50 milliomfits Term Loan Facility in addition to amendicgytain other terms
including the following:

. Eliminating the aggregate purchase price linotafior business acquisitions in favor of permittthg Company to incur
New Term Loan Commitments at any time, subjech&achievement of a Leverage Ratio on a pro foraseskaftel
giving effect to such New Term Loan Commitments$est than 3.00:1.00 (together with certain existiagditions);

e Anincrease in the threshold for capital leasegattions;
* Anincrease in the threshold for subordinated nptasble
* Anincrease in the threshold for investments;

. Elimination of capital lease obligations from tthefinition of Consolidated Capital Expendituresanjunction with a
reduction of the threshold for Consolidated Capigbenditures

Except as described above, all other material tenmisconditions, including the maturity dates & @ompanys existing senic
secured credit facilities, remained similar to #has described in Note 5-“Long Term Debt” to ounsmlidated financial statements
included in our 2006 Annual Report on Form 10-K.

During the six months ended June 30, 2007, the @opnmade no payments, exclusive of contractuatigdualed payments,
its senior secured credit facility.

Seller Notes As of June 30, 2007, we had $22.1 million of salletes outstanding, with interest rates ranging/éen 5% and
7.1% and maturities between 2009 and 2012. The®s mere issued in connection with prior acquisiio

Off-Balance Sheet Arrangements

As of December 31, 2006 and June 30, 2007, wedithawe any relationships with unconsolidated mstior financial
partnerships, such as entities often referred girastured finance or special purpose entitiesclvivould have been established for
the purpose of facilitating off-balance sheet agements or other contractually narrow or limitedpmses.

Contractual Obligations and Other Commitments

Operating LeasesNe have entered into various non-cancelable operétases primarily related to facilities, equipinamd
vehicles used in the ordinary course of our busines

Contingent Transaction ConsiderationVe have entered into earnout agreements in commmewith prior acquisitions. If the
acquired businesses generate operating profitsc@ss of predetermined targets, we are obligataeshice additional cash payments
in accordance with the terms of such earnout agea&snAs of June 30, 2007, we have potential futaraout obligations
aggregating to approximately $8.8 million throudii @ if the operating profits exceed the predeteenhitargets. Earnout payments
are recorded as additional purchase price (as gdpdiuen the contingent payments are earned acdroe payable.

Autodesk AgreementThe agreement has annual minimum purchase regairs that as of June 30, 2007 the Company
believes will be met.

FIN 48 Liability. As a result of the adoption of FIN 48, we haveSr$illion contingent liability for uncertain tax pitions. We
are not updating the disclosures in our long-teomtractual obligations table presented in our 2806n 10-K because of the
difficulty in making reasonably reliable estimatdshe timing of cash settlements with the respectaxing authorities (see Note
the Financial Statements for additional discussion)
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Critical Accounting Policies

Our management prepares financial statements ifocoity with accounting principles generally acasghin the United States.
When we prepare these financial statements, weegréred to make estimates and assumptions theadtdffe reported amounts of
assets and liabilities and the disclosure of cgetitt assets and liabilities at the date of thenfifed statements and the reported
amounts of revenues and expenses during the neggréiriod. On an on-going basis, we evaluate dimates and judgments,
including those related to accounts receivablegiimeries, deferred tax assets, goodwill and intdagissets and long-lived assets.
We base our estimates and judgments on histoxgargznce and on various other factors that weebelto be reasonable under the
circumstances, the results of which form the bfsgisur judgments about the carrying values of issaad liabilities that are not
readily apparent from other sources. Actual resubty differ from these estimates under differesuagptions or conditions.

For further information regarding the accountindiges that we believe to be critical accountindiges and that affect our
more significant judgments and estimates usedépagning our consolidated financial statements se®ecember 31, 2006 Annual
Report on Form 10-K. We do not believe that angwfacquisitions completed during 2007 or new anting standards
implemented during 2007 changed our critical actingrpolicies.

Recent Accounting Pronouncements

In March 2006, the consensus of Emerging Issue Faste (“EITF”) Issue No. 06-3, “How Taxes Collegteom Customers
and Remitted to Governmental Authorities ShouldPBesented in the Income Statement (That Is, Greisus Net Presentation),”
was published. The scope of this Issue includedangssessed by a government authority that fsibgtosed on and concurrent
with a specific revenue-producing transaction betwa seller and a customer, and may include, mdtiimited to, sales, use, value-
added, and some excise taxes. The scope of this és€ludes tax schemes that are based on gresgtseand taxes that are impo:
during the inventory procurement process. The Faske reached a consensus that the presentatsutioftaxes on either a gross
basis (included in revenues and costs), or nesl§agcluded from revenues) is an accounting pal@gision that should be disclos
An entity is not required to reevaluate its exigtpolicies related to taxes assessed by a govetaharihority as a result of this
consensus. In addition, for any such taxes thategrerted on a gross basis, an entity should disdliee amounts of those taxes in
interim and annual financial statements for eagfoddor which an income statement is presentéddée amounts are significant.
The consensuses of this Issue should be appligdtéaim and annual reporting periods beginningraflecember 15, 2006. The
adoption of this Issue has not had a significamtaiat on the Company’s results of operations arahfifal position, as the Company
generally does not recognize taxes collected frostamers and remitted to governmental authoritigeé Company’s results of
operations.

On July 13, 2006, the FASB issued Interpretation 48(FIN 48) “Accounting for Uncertainty in Incon@xes: an
interpretation of FASB Statement No. 109.” Thiehpretation clarifies the accounting for uncertaintincome taxes recognized in
an entity’s financial statements in accordance BEAS No. 109, “Accounting for Income Taxes.” FIB grescribes a recognition
threshold and measurement principles for finarstetiement disclosure of tax positions taken or etgueto be taken on a tax return.
The Company adopted the provision of this integifen effective January 1, 2007. The adoption &f #8 did not have a material
impact on the Company’s consolidated financial fimsiand results of operations. See Note 6, Incbmees, for further discussion.

On September 15, 2006, the FASB issued SFAS Nq.Fd&i7 Value MeasurementSFAS No. 157 defines fair value,
establishes a framework for measuring fair valugenerally accepted accounting principles and edpaisclosure about fair value
measurements. This Statement applies under otbheuating pronouncements that require or permitfailne measurements, the
FASB having previously concluded in those accounfironouncements that fair value is the relevargasueement attribute.
Accordingly, this Statement does not require any far value measurements. SFAS No. 157 is effediv fiscal years beginning
after December 15, 2007, or fiscal year 2008 ferGompany. The Company is currently evaluatingrgact, if any, the adoption
of SFAS No. 157 will have on the Company’s consaikd financial position and results of operations.

In February 2007, the FASB issued SFAS No. T8® Fair Value Option for Financial Assets and Fioal Liabilities —
Including an Amendment of FASB Statement No. SFAS No. 159 permits entities to choose to measwany financial
instruments and certain other items at fair vallirealized gains and losses on items for whicHahrevalue option has been elected
will be recognized in earnings at each subsequgarting date. SFAS No. 159 is effective for finahstatements issued for fiscal
years beginning after November 15, 2007, whichésytear beginning January 1, 2008 for the Comp&hg.Company is evaluatir
the impact that the adoption of SFAS No. 159 walvé on its consolidated results of operations avahtial condition.
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Item 3. Quantitative and Qualitative Disclosure Abait Market Risk

Our primary exposure to market risk is interest rigk associated with our debt instruments. Webasle fixed and variable re
debt as sources of financing.

In March 2006, we entered into an interest rateacalgreement effective as of December 23, 200, avfixed notional amou
of $76.7 million until December 23, 2007, whichrihgecreases to $67.0 million until terminationta# tollar on December 23, 20
The interest rate collar has a cap strike threetimbiBOR rate of 5.50% and a floor strike three itiohlBOR rate of 4.70%. At
June 30, 2007, the interest rule collar agreemadtahpositive fair value of $12,000.

As of June 30, 2007, we had $349.1 million of takbt and capital lease obligations of which $27ilion was bearing
interest at variable rates approximating 7.1% wregghted average basis. A 1.0% change in intea#s$ on our variable rate debt
would have resulted in interest expense fluctuatngpproximately $0.6 million and $1.2 million ¢hg the three and six months
ended June 30, 2007.

We have not, and do not plan to, enter into anivdgve financial instruments for trading or speative purposes. As of
June 30, 2007, we had no other significant matexpbsure to market risk, including foreign exchangk and commodity risks.

Item 4. Controls and Procedures
Disclosure Controls and Procedures

We maintain disclosure controls and proceduresatetiesigned to ensure that information requivetktdisclosed in our
reports under the Securities Exchange Act of 1934cdorded, processed, summarized, and reporthahwlite time periods specified
in the Securities and Exchange Commission’s rubeisfarms, and that such information is accumulated communicated to our
management, including our Chief Executive Officed £hief Financial Officer, as appropriate, to aifimely decisions regarding
required disclosures.

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial
Officer we conducted an evaluation of the effeat®®s of our disclosure controls and procedureddfised in Rule 13a-15(e) and
15d-15(e) under the Securities Exchange Act of 1834f June 30, 2007. Based on that evaluatianChief Executive Officer and
Chief Financial Officer concluded that as of JuBe 207, these disclosure controls and proceduees effective.

Changes in Internal Controls over Financial Reportng

On April 27, 2007, the Company acquired Imaginghredogies Services (ITS). In accordance, with SE{dance,
management has elected to exclude ITS from its 288&ssment of and report on internal control fimancial reporting. Under the
criteria used by the Company, this acquisition ttutes a change in internal control over finance&gdorting that has materially
affected or is reasonably likely to materially atfethe Company’s internal control over financigdoetiing during the quarter ended
June 30, 2007. There were no other significant gearo internal controls over financial reportingidg the second quarter ended
June 30, 2007, that have materially affected, ereasonably likely to materially affect, our imek controls over financial reportin
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PART Il
Item 1. Legal Proceedings

Louis Frey CaseOn August 16, 2006 a judgment was entered agdiastompany in the previously disclosed Louis Frey
Company bankruptcy litigation in the United StaBaskruptcy Court, Southern District of New York.&judgment awarded
damages to the plaintiff in the principal amoun$af..1 million, interest, and $.2 million in predéace claims. The Company
continues to believe its position is meritoriousgd @ommenced an appeal from the judgment in théedi8tates District Court,
Southern District of New York. On April 26, 2007aticourt affirmed the judgment, and the Compargdféin appeal from the
judgment in the United States Court of Appealsttfier Second Circuit. In accordance with generalgepted accounting principli
(GAAP), the Company accounted for the judgmentdmnprding a one-time, non-recurring litigation cheacd $14 million in 2006
that included a $11.3 million litigation reservel {$1 million in awarded damages and $.2 milliopiaference claims), and interest
expense of $2.7 million. These charges were offget corresponding tax benefit of $5.6 million,uiésg in a net impact of
$8.4 million to net income in 2006. The Company paisl the $.2 million preference claim and has @edran additional $.4 million
for interest during the six months ended June B072In order to stay the execution of the LouisyHudgment pending appeal, the
Company posted a bond in the United States Bankyupourt, Southern District of New York, collatezald by $7.5 million in cash
which is recorded in restricted cash on the Jun2807 Balance Sheet.

Item 1A. Risk Factors

There have been no material changes to the ristrfadisclosed in our Annual Report on Form 10-Ktfe year ended
December 31, 2006.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

Our senior secured credit facilities contain restre covenants which, among other things, proliéations on capital
expenditures, restrictions on indebtedness andelind distributions to our stockholders. Additiopalle are required to meet debt
covenants based on certain financial ratio threishahcluding minimum interest coverage, maximuwetage and minimum fixed
charge coverage ratios. The credit facilities &itadt our ability and the ability of our domestialssidiaries to, among other things,
incur liens, make certain investments, sell cergaigets, engage in reorganizations or mergersiamge the character of our busin
We are in compliance with all such covenants akag 30, 2007.

Item 4. Submission of Matters to a Vote of Securityolders

On May 22, 2007, the annual meeting of the stoakrsl of the Company was held in Glendale, Califarfihere were
45,493,850 shares of common stock outstanding®rettord date and entitled to vote at the annualingg At the annual meeting,
the stockholders voted as indicated below on tHeviing matters:

(a) Election of the following directors to servetilthe next annual meeting of stockholders orluhgir successors are elected
and qualified (included as Proposal 1 in the pretagement):

VOTE FOR VOTE WITHHELD

Sathiyamurthy Chandramoh 42,433,57 453,51
Kumarakulasingam Suriyakum 42,616,22 270,86
Thomas J. Formol 40,719,56 2,167,53:
Dewitt Kerry McCluggage 42,631,73 255,35¢
Mark W. Mealy 42,025,42 861,67.
Manuel Perez de la Me: 42,704,22 182,87:
Eriberto R. Scocimar 42,300,13 586,95¢

-29-




Table of Contents

There were no abstentions and no broker non-votes.

(b) Ratification of the appointment of PricewatareeCoopers, LLP as the Company’s independent asddothe fiscal year
ending December 31, 2007 (included as Proposaltiiproxy statement):

For: 42,876,64
Against: 6,631
Abstain: 3,82¢

This proposal was approved by a majority of theshaepresented and voting (including abstentiatt) iespect to this
proposal, which shares voting affirmatively alsastituted a majority of the required quorum.

Iltem 5. Other Information:

As disclosed in our report on Form 8-K, dated Aii| 2007, Sathiyamurthy Chandramohan announceesignation as the
Company’s Chief Executive Officer effective Jun€Q07. Pursuant to the succession plan approveéldeb@€ompany’s Board of
Directors on November 22, 2006, the Company’s Bezgiand Chief Operating Officer, Kumarakulasingaumiyakumar, became
Chief Executive Officer effective as of June 1, 20BIr. Chandramohan remains Chairman of the BoaEirectors.

Iltem 6. Exhibits

INDEX TO EXHIBITS

Number Description

10.63 Amendment No. 1 to American Reprographics Compd&dbStock Plan dated May z2007.*

10.64 Third Amendment to Employment Agreement between Acaa Reprographics Company and Mr. Kumarakulasimga
Suriyakumar, dated July 27, 2007 (incorporateddigrence to Exhibit 99.1 to the Registrant’s Fori flled on
August 1,2007).

31.1 Certification by the Chief Executive Officer pursiido Rules 13a-14(a)/15d-14(a) of the Securitiesh@nge Act of
1934. *

31.2 Certification by the Chief Financial Officer pursudo Rules 13a-14(a)/15d-14(a) of the SecuritieshBnge Act of
1934. *

32.1 Certification by the Chief Executive Officer andi€hFinancial Officer pursuant to 18 U.S.C. Secti@5b0, as adopted

pursuant to Section 906 of the Sarbi-Oxley Act 0f2002. *

*  Filed herewitr
- Indicates management contract or compensatoryqslagreemer

-30-




Table of Contents

SIGNATURE PAGE

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has duly causiedeport to be signed on
its behalf by the undersigned, thereunto duly aiglked on August 9, 2007.

AMERICAN REPROGRAPHICS COMPANY

By: /s/ Kumarakulasingam Suriyakumg
President and Chief Executive Offic

By: /s/ Jonathan R. Mathe
Chief Financial Officer and Secreta
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Number Description

10.63 Amendment No. 1 to American Reprographics Compd@dbStock Plan dated May 22, 2007

10.64 Third Amendment to Employment Agreement between Acaa Reprographics Company and Mr. Kumarakulasinga
Suriyakumar, dated July 27, 2007 (incorporateddigrence to Exhibit 99.1 to the Registrant’s Forik filed on
August 1, 2007). -

31.1 Certification by the Chief Executive Officer pursiido Rules 13a-14(a)/15d-14(a) of the Securitiesh@nge Act of
1934. *

31.2 Certification by the Chief Financial Officer pursudo Rules 13a-14(a)/15d-14(a) of the SecuritieshBnge Act of
1934, *

32.1 Certification by the Chief Executive Officer andi€hFinancial Officer pursuant to 18 U.S.C. Secti@%0, as adopted

pursuant to Section 906 of the Sarbi-Oxley Act of 2002. *

* Filed herewitr
A Indicates management contract or compensatoryqulagreemer
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Exhibit 10.63

AMERICAN REPROGRAPHICS COMPANY
2005 STOCK PLAN

Amendment No. 1

Adopted: May 22, 2007

Effective May 22, 2007, the American Reprograpl@csnpany 2005 Stock Plan (the “Plan”) is amendefblésns:

1.

Section 8 of the Plan, entitled “Non-Employ#eectors’ Nonstatutory Stock Option Program,” @stated its entirety to read as
follows:

8. NON-EMPLOYEE DIRECTORS' RESTRICTED STOCK AWARD PROGRAM.

Without any further action by the Board, automatiants of Restricted Stock Awards will be made urtde Plan in
accordance with this Section 8 to Non-Employee &ines who meet the criteria specified in Sectiom) 84l Restricted Stock
Awards granted under this Section 8 will be in sftarim as may be approved by the Board, subjedta@tovisions of the Plan
and Section 8.

(a) Non-Discretionary Grants. Without any further action of the Board, on theedat each Annual Meeting, commenc
with the Annual Meeting in 2007, each person whihé&n a Non-Employee Director will be automaticglhanted a Restricted
Stock Award for a number of shares of Common Stwoking a then Fair Market Value equal to $60,000icty award will ves
at a rate of 1/12 per month after the date of theual Meeting following the Non-Employee Directoc@mpletion of
Continuous Service.

(b) Restricted Stock Award ProvisionsEach Restricted Stock Award granted under thisi@e&will include (through
incorporation by reference in the Restricted Stawlard or otherwise) the substance of each of theigions of Section 7(d).

Section 2(u) of the Plan is restated in its entitetread as follows
(u) “ Fair Market Value” means, as of any date, the value of the Commork $tetermined as follows:

(i) If the Common Stock is listed on any establishedksexchange or traded on the New York Stock Exgbathe Fair
Market Value of a share of Common Stock will be ¢hesing sales price for such stock (or the closiity if no sales were
reported) as quoted on such exchange (or the eger@mmmarket with the greatest volume of tradinthen Common Stock) on
the day of determination, as reported in The Wak& Journal or such other source as the Boanahslegliable.

(i) In the absence of such markets for the Common StbekFair Market Value shall be determined byBbard in good
faith.






Exhibit 31.1

CERTIFICATIONS
CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT

I, Kumarakulasingam Suriyakumar, certify that:

1. | have reviewed this report on Form-Q of American Reprographics Compa

2. Based on my knowledge, this report does notaio any untrue statement of a material fact oit torstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading
with respect to the period covered by this reg

3. Based on my knowledge, the financial statementd other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods
presented in this repol

4. The registrant’s other certifying officer alhare responsible for establishing and maintaimlisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti{as defined in
Exchange Act Rules 1-15(f) and 15-15(f)) for the registrant and hay

a) Designed such disclosure controls and praesdor caused such disclosure controls and proegdo be designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condated subsidiaries, is
made known to us by others within those entitiestigularly during the period in which this rep@teing preparec

b) Designed such internal control over finahm@porting, or caused such internal control oweaficial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

c) Evaluated the effectiveness of the regis®atisclosure controls and procedures and predeéntthis report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation;

d) Disclosed in this report any change in #mgistrant’s internal control over financial repogdithat occurred during the
registrant’s most recent fiscal quarter that hatenwlly affected, or is reasonably likely to maadly affect, the registrarg’
internal control over financial reporting; a

5. The registrant’s other certifying officer anldave disclosed, based on our most recent evatuafiinternal control over
financial reporting, to the registrant’s auditorgldhe audit committee of the registrant’s boardicéctors (or persons
performing the equivalent function:

a) All significant deficiencies and materialak@esses in the design or operation of internalrobaver financial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; anc

b)  Any fraud, whether or not material, thatdlwes management or other employees who have #is#n role in the
registran’'s internal controls over financial reportir

Date: August 9, 2007

/s/ Kumarakulasingam Suriyakume
President and Chief Executive Offic







Exhibit 31.2

CERTIFICATIONS
CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT

I, Jonathan R. Mather, certify that:

1. | have reviewed this report on Form-Q of American Reprographics Compa

2. Based on my knowledge, this report does notaio any untrue statement of a material fact oit torstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading
with respect to the period covered by this reg

3. Based on my knowledge, the financial statementd other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods
presented in this repol

4. The registrant’s other certifying officer alhare responsible for establishing and maintaimlisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti{as defined in
Exchange Act Rules 1-15(f) and 15-15(f)) for the registrant and hay

a) Designed such disclosure controls and praesdor caused such disclosure controls and proegdo be designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condated subsidiaries, is
made known to us by others within those entitiestigularly during the period in which this rep@teing preparec

b) Designed such internal control over finahm@porting, or caused such internal control oweaficial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

c) Evaluated the effectiveness of the regis®atisclosure controls and procedures and predeéntthis report our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation;

d) Disclosed in this report any change in #mgistrant’s internal control over financial repogdithat occurred during the
registrant’s most recent fiscal quarter that hatenwlly affected, or is reasonably likely to maadly affect, the registrarg’
internal control over financial reporting; a

5. The registrant’s other certifying officer anldave disclosed, based on our most recent evatuafiinternal control over
financial reporting, to the registrant’s auditorgldhe audit committee of the registrant’s boardicéctors (or persons
performing the equivalent function:

a) All significant deficiencies and materialak@esses in the design or operation of internalrobaver financial reporting
which are reasonably likely to adversely affectrgistrant’s ability to record, process, summasiad report financial
information; anc

b)  Any fraud, whether or not material, thatdlwes management or other employees who have #is#n role in the
registran’'s internal controls over financial reportir

Date: August 9, 2007

/s/ Jonathan R. Mathe
Chief Financial Officer and Secreta







Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND
CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Ameridaeprographics Company (the “Company) on Form 1o+Ghe quarterly
period ended June 30, 2007, as filed with the $tesiand Exchange Commission on the date herkef‘Report), I,
Kumarakulasingam Suriyakumar, as Chief Executiviic®f of the Company, hereby certify, pursuant8ULS.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, to the best of my knowledge, tHatthe Report fully complies
with the requirements of Section 13(a) or 15(djhef Securities Exchange Act of 1934, as amendet(rthe information
contained in the Report fairly presents in all mateespects, the financial condition and resafteperations of the Company.

Date: August 9, 2007

/s/ Kumarakulasingam Suriyakume
President and Chief Executive Offic

In connection with the Quarterly Report of Ameridaeprographics Company (the “Company) on Form 1o+Ghe quarterly
period ended June 30, 2007, as filed with the $t@esiand Exchange Commission on the date herkef‘Report), |, Jonathan R.
Mather, as Chief Financial Officer of the Compalngreby certify, pursuant to 18 U.S.C. Section 1380adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002héoltest of my knowledge, that (1) the Report fatynplies with the requirements
of Section 13(a) or 15(d) of the Securities ExcleaAgt of 1934, as amended, and (2) the informatmmtained in the Report fairly
presents in all material respects, the financiabdion and results of operations of the Company.

Date: August 9, 2007

/s/ Jonathan R. Mathe
Chief Financial Officer and Secreta




