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CORPORATE PROFILE

Champion Industries, Inc., headquartered in Huntington, West Virginia, is a major
commercial printer, business forms manufacturer and supplier of office products
and office furniture. With annual revenues of over $122 million, the Company
primarily serves the geographical area east of the Mississippi through regional

divisions.
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FINANCIAL HIGHLIGHTS GRAPHS
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TO OUR SHAREHOLDERS, PARTNERS, & FRIENDS...

A Letter from the Chairman and President We have concluded another year at
Champion and fought through a difficult economy to maintain an acceptable market
share. Our key operating segments have been affected by both the overall state of
the economy and the positive results from our prior vear restructuring efforts. We
have rationalized our cost structure while fighting nationwide industry downturns.
Printing sales are down on an industry-wide basis approximately 7% while office
product sales remained challenging. The largest decrease has been an extremety
depressed office furniture segment with industry sales down over 20%. We have
held steady against those losses and either outperformed the industry or our prior
year results in certain areas. We feel confident that we are uniquely positioned to
capitalize on a rebounding economy when the situation arises.

While continually striving to increase market share we have also made on-
going investments in our equipment and other capital investments including state-
of-the-art pre-press equipment, information technology, integrated communication
and telephone systems, mailing and bar coding equipment, a tag press, and real
estate. Our continuing investments in our business have aflowed Champion to
provide the highest guality products and services to our customer base.

The pride we feel as a Company is ultimately reflected in our batance sheet. As
economic conditions nationally have worsened over the last three years many

p_05

companies have seen their inventary, receivables and debt grow. At Champion,
since 1999, we have reduced accounts receivable by $5.4 million, inventories by
$2.6 million, and debt by over $9.0 million. Thus, in this challenging economy
Champion stands above many of its peers as it continues to generate sutficient
cash to pay dividends, reduce debt and maintain strong working capital and cash
positions. Champion is poised to ultimately leverage its balance sheet for growth
as the appropriate opportunities are identified and explored.

The year of 2002 was unique in that Champion did not make an acquisition.
However, it was a year in which the Company focused on increasing profitability
and completing our restructuring and profitability enhancement plan initiated in
2001. It was a year in which even in extremely difficult sales markets we were able
to generate an eamings increase over 2001 and 2000 primarily through cost
controls and proper management of our balance sheet. We continued to see
improvements in our key fourth quarter earnings per share, increasing these
amounts from $0.05 per share in 2000 to $0.09 in 2001 and to $0.10 this year.

Our annual report this year focuses on the processes of preparing the highest
guality job in the most timely and efficient manner for our customer. It is a series
of steps and interactions between numerous internal and external personnel all
carefully choreographed to assure that the final product exceeds the customer’s
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“IT 1S NO USE SAYING “WE ARE DOING OUR
@%ﬂ YOU WAV G0 TO SUCCEED IN € DOING
CESSARY,”

WWWWWWWW ~SIR WINSTON CHURCHILL
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DAY 3 _ 4:00 PM.

Afinal film proof (blue-line) of the
project is produced by the press
professionals and readied for final
customer approval.

INTEGRATION

DAY 4 _910AM.

Champion Industries’ press
professionals produce the printing
plates and ready the presses far the
project.

p_1N

DAY 4 _10:00 A.M.

Raw matenials such as ink, paper, and
coatings are prepared for the printing
project by experienced printing
veterans.

DAY 4 _
During the actual printing, Champion’s
press professionals are always
prasent to review the progress of the
printing project.

A salesperson, press professional,
and the customer will often perform
an an-site press check to review the

At Champion Industries, our customers benefit daily from the strategic business decisions we make at a corporate level. tn the printing industry, it is often necessary to complete
~. a project using resources that are available both internally and by utilizing other companies and their professionals. At Champion Industries, our family of companies allows us
8 oosu_ma any u::::@ project by tapping the human, technological, financial and 9:2 ccm_:mmm resources <<::5 our own oﬁm::mzo: A customer’s printing project Bm,\ cm@_:

DAY 4 _3:00 PM.

Throughout the run of the presses,
Champion’s press professionals will
perform random spot checks to review
the z:m_:< of the printed piece.
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BOURQUE
PRINTING, INC.

SION OF CHAMPION INDUSTRIES, INC.

ADIVISION OF GHAMPION INDUSTRIES. ING.

CHHAPMAN CHAPMAN
PRINTING PRINTING
COMPANY COMPANY
[~ LexingTon | | cHarcESTON |

CHAMPION INDUSTRIES, INC. PRINTING DIVISIONS

Blue Ridge Printing 544 Haywood Road, Asheville, NC 28806
Phone: 828 _ 254 _ 1000 | Toll Free: 800 _ 633 _ 4298 | Fax: 828 _ 252 _ 6455
E-Mail: asheville@brprinting.com

Specializing in super-critical color catalogs, brochures, and annual reports for
fashion, furniture, and financial clientele as well as ad agencies | Highest quality
commercial printer with full digital pre-press | Utilizes proprietary UltraRaster™
color separation process | 4- and 6-color presses up to 20 in. x 26 in. | Full bindery |
Die cutting

Blue Ridge Printing 1485 Amherst Road, Knoxville, TN 37909
Phone: 865 _ 584 1195 | Toll Free: 800 _ 566 _ 6194 | Fax: 865 _ 588 _ 6022
E-Mail: knoxville@brprinting.com

Specializing in super-critical color catalogs, brochures, and annual reports for
fashion, furniture, and financial clientele as well as ad agencies | Highest quality
commercial printer with full digital pre-press | Utilizes proprietary UltraRaster™
color separation process | 6-color press up to 28 in. x 40 in. with in-line coating |
Full bindery | Die cutting

Bourque Printing, Inc. 13112 South Choctaw Drive, Baton Rouge, LA 70815
Phone: 225 _ 272 _ 9254 | Toll Free: 800 _ 552 _ 4610 | Fax: 225 _ 273 _ 2535
E-Mail: bourque@champton-industries.com

Mid-sized commercial printer with full digital pre-press | Office product sales |
1- to 5-color presses up to 26 in. x 40 in. | Full bindery featuring automated saddie
stitching and perfect binding | Fulfillment

Carolina Cut Sheets P0. Box 299, Huntington, WV 25707
Phone: 304 _ 691 _ 5041 | Toll Free: 800 __ 745 _ 5301 | Fax: 888 _ 747 _ 5287
E-Mail: ccsart@champion-industries.com

Roll to cut sheet business forms manufacturer with digital pre-press | 1- to 5-color
presses up to 14 in. x 17 in. | Capabilities include folding, drilling, and padding

Champion Industries Jackson 323 East Hamilton Street, Jackson, MS 39205
Phone: 601 _ 355 _ 4531 | Toll Free: 800 _ 677 _ 7677 | Fax: 601 _ 355 _ 3406

Office products sales | Printing sales headquarters with digital pre-press
Chapman Printing Company 830 Russell Cave Road, Lexington, KY 40505
Phone: 859 _ 257 _ 2661 | Toll Free: 800 _ 432 _ 0959 | Fax: 859 _ 231 _ 8341
E-Mail: cpco@mis.net

Printing sales office with full digital pre-press | Office product sales
Chapman Printing Company 1565 Hansford Street, Charleston, WV 25311
Phone: 304 _ 341 _ 0676 | Toll Free: 800 _ 824 _ 6620 | Fax: 304 _ 341 _ 0688

E-Mail: cpcchas@champion-industries.com

Printing sales headquarters with full digital pre-press | Office product sales
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UPTON

PRINTING

A DIVISION OF BOURQUE SRINTING, INC.

Transdata Systems, Inc. 7868 Anselmo Lane, Baton Rouge, LA 70810
Phone: 225 _ 766 _ 4400 | Toll Free: 800 _ 349 _ 4400 | Fax: 225 _ 767 _ 3359
E-Mail: transdata@aol.com

Transdata Systems, Inc. 746 Carondelet Street, New Orleans, LA 70130
Phone: 504 _ 525 _ 8283 | Fax: 504 _ 569 _ 0739
E-Mail: transdata@aol.com

Specializing in business forms and specialty products

Upton Printing 746 Carondelet Street, New Orleans, LA 70130
Phone: 504 _ 525 _ 8283 | Toll Free: 800 _ 807 _ 9688 | Fax: 504 _ 569 _ 0715
E-Mail: uptonprt@belisouth.net

Mid-sized commercial printer with full digita! pre-press | 1- to 6-color presses up to
26 in. x 40 in. | Full bindery featuring automatic saddle stitching and perfect
binding | Fulfillment services

US Tag 7217 Robb Street, Baltimore, MD 21218
Phone: 410 _ 467 _ 2633 | Toll Free: 800 _ 638 _ 1018 | Fax: 410 _ 467 _ 4579
E-Mail: ustag@champion-industries.com

Stock and custom tag manufacturer | Small-sized commercial printer with full
digital pre-press | 1- to 3-color presses up to 14 in. x 20 in. | Full bindery |
Letterpress up to 18 in. x 22 in.
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FURNITURE " .PRODUCTS : \ E-COMMERCE
Champion provides office furniture in Our office products divisions pride Champion has implemented an
hundreds of makes and styles to meet themselves with the ability to provide e-commerce Internet sofution for its
the needs of business customers businesses with the supplies they customers to order at their
need in a :Sm,_< manner. convenience. .
EFFICIENCY : :

The ability to function efficiently without interruption is paramount to the success of any business. The office products and furniture divisions of Champion Industries provide
much more than office furniture, paper products and other supplies. We provide businesses with the ability to succeed. We do this by meeting the needs of our customers on a
timely, cost-effective basis and with exemplary customer service before and after the sale. -

The value that we bring to our customers in our office products and furniture divisions is demonstrated by our customers” ability to focus on their business demands without
concem about their needs being met. At Champion Industries we provide our customers with tools in all the areas of our business. These tools help companies become more
effective, efficient and profitable. One of these tools is the e-commerce ordering interface implemented for our office products customers. This tool has allowed our customers

to complete their ordering efficiently, at their convenience and in a secure environment. As technologies continue to add avenues. for increased efficiency in business, so wi
Champion.

PRODUCTS - E-COMMERCE PRODUCTS
Whether you need one pen or ten Champion’s office products team Our office products teams waork with
thousand, Champion’s office products works with each customer to tailor you and your team to insure cost-

divisions will get your order to you their e-commerce interface to meet effectiveness, timely service, and
without delay. the needs of the individual business. quality products.
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S CHAMPION
IORS CLARKSBURG

A DIVISION OF STATIONERS, INC.

& GarrisonBrewer

A DIVISION OF STATIONERS, ING.

A DIVISION OF STATIONERS, INC.

g@ﬁ% PION = A
ORGANTOWRN CHAMPION
A DIVISION OF STATIONERS, INC. INDUSTRIES

{NCORPORATED (o

G Olfice Swpplicr

CHAMPION INDUSTRIES, INC. OFFICE PRODUCTS & FURNITURE DIVISIONS

Capitol Business Interiors 711 Indiana Avenue, Charleston, WV 25302
Phone: 304 _ 343 _ 7550 | Toll Free: 800 _ 628 _ 7880 | Fax: 304 _ 346 _ 3350
E-Mail: offices@capbizint.com

Office furniture: A-Grade; Systems | Space planning and design

Champion Clarksburg 700 North 4th Street, Clarksburg, WV 26301
Phone: 304 _ 623 6688 | Fax: 304 _ 623 _ 0267

Full line of office products and supplies | Data products and supplies | Office
furniture: A-Grade; Mid-range; Budget; Pre-owned | Design services | Printing sales

Champion Industries Jackson 323 East Hamilton Street, Jackson, MS 39205
Phone: 601 _ 355 _ 4531 | Toll Free: 800 _ 677 _ 7677 | Fax: 601 _ 355 _ 3406

Office products sales | Printing sales headquarters with digital pre-press
Champion Morgantown 163 Kirk Street, Morgantown, WV 26505
Phone: 304 _ 296 _ 2511 Toll Free: 800 _ 834 _ 6310 | Fax: 304 _ 291 _ 3860

E-Mail: hpthompsens@etcom.net

Full fine of office products and supplies | Data products and supplies | Office
furniture: A-Grade; Mid-range; Budget; Pre-owned | Design services | Printing sales

A DIVISION OF CHAMPION INDUSTRIES, INC.

Diez Office Products 1733 North Airline Highway, Gonzales, LA 70737
Phone: 225 _ 644 _ 8608 | Fax: 225 _ 647 _ 6068

Full line of office products and supplies | Data products and supplies | Office
furniture: Mid-range; Budget

Garrison Brewer 405 Ann Street, Parkersburg, WV 26101
Phone: 304 _ 485 _ 8596 | Toll Free: 800 _ 458 _ 8596 | Fax: 740 _ 423 _ 1612

Full tine of office products and supplies | Data products and supplies | Office
furniture: A-Grade; Mid-range; Budget; Pre-owned | Design services | Printing
services

Smith & Butterfield Company 2800 Lynch Road, Evansville, IN 47733
Phone: 812 _ 422 _ 3261 | Toll Free: 800 __ 321 _ 6543 | Fax: 812 _ 429 _ 0532

Full line of office products and supplies | Data products and supplies | Office
furniture: A-Grade; Mid-range; Budget; Pre-owned | Design services | Printing sales

Smith & Butterfield Company 115 East 3rd Street, Owensboro, KY 42301
Phone: 270 _ 683 _ 3555 | Fax: 270 _ 683 _ 3556

Stationers, Inc. / Rose City Press 1945 5th Avenue, Huntington, WV 25703
Phone: 304 _ 528 _ 2780 | Toll Free: 800 _ 862 _ 7200 | Fax: 304 _ 528 _ 2795
E-Mail: stationers@citynet.net

Full line of office products and supplies | Data products and supplies | Office
furniture: A-Grade; Mid-range; Budget; Pre-owned | Design services
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

OVERVIEW

The Company is a commercial printer, business forms manufacturer and office
products and office furniture supplier in regional markets east of the Mississippi
River. The Company has grown through strategic acquisitions and internal growth.
Through such growth, the Company has realized regional economies of scale,
operationa! efficiencies, and exposure of its core products to new markets. The
Company has acquired fifteen printing companies, seven office products and office
furniture companies and a paper distribution division (which was subsequently
sold) since its initial public offering on January 28, 1993.

The Company’s net revenues consist primarily of sales of commercial printing,
business forms, tags, other printed products, office supplies, office furniture, data
products and office design services. The Company recognizes revenues when
products are shipped or services are rendered to the customer. The Company’s
revenues are subject to seasonal fluctuations caused by variations in demand for
its products.

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

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

CRITICAL ACCOUNTING POLICIES INVOLVING SIGNIFICANT ESTIMATES

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

p_25

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

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

Beginning in fiscal year 2002, goodwill is required to be evaluated annuatly for
impairment, according to Statement of Financial Accounting Standards No. 142,
“Goodwill and Other Intangible Assets.” {(Statement No. 142). The standard
requires a two-step process be performed to analyze whether or not goodwill has
been impaired. Step one is to test for potential impairment, and requires that the
fair value of the reporting unit be compared to its book value including goodwill. If
the fair value is higher than the book vatue, no impairment is recognized. If the fair
value is lower than the book value, a second step must be performed. The second
Step is to measure the amount of impairment loss, if any, and requires that a
hypothetical purchase price allocation be done to determine the implied fair value
of goodwill. This fair value is then compared to the carrying value of goodwill. If
the implied fair value is lower than the carrying value, an impairment must be
recorded.

As discussed in the notes to the financial statements, goodwill is recorded at
the adjusted book value and was analyzed for impairment with the implementation
of Statement No. 142. The fair value of the Company’s goodwill was estimated
using discounted cash flow methodologies. Based on the analysis, the Company
determined that fair value relating to goodwill resulted in an implied fair value
greater than the book value recorded for the corresponding goodwill, and therefore
no impairment was recognized.
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