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WHO WE SERVE

MARKETERS

Marketers sell merchandise or services.

Banta helps marketers make the

complex simple by delivering a

r
}J quality product to the right place
i at the right time, so the targeted

prospect becomies that most coveted

| entity, a customier.

h

J PUBLISHERS

| Publishers distribute information.

| Banta helps publishers forge stronger

{ links with their freaders and advertisers
by providing an integrated approach

! to content creation, print production,

(‘ on-line commuhication and

distribution management.
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| MANUFACTURERS

Manufacturers make products.
| Banta helps manufacturers streamline
and optimize their supply chains
| by providing customized outsourcing
‘ solutions in materials management,
customized kitting, product assembly
‘} and testing, fulfillment, and

‘ worldwide distribution.
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CATALOGS
> Consumer Specialty > Retail
> Wholesale Distributors

> Business-to-Business

DIRECT MARKETING
> Agencies > Financial Services > Packaged Goods
> Pharmaceuticals > Telecommunications

> Rerail

BOOKS
> Adult & Juvenile Trade > Business & Professional
> Technical & Scientific » Religious

MAGAZINES
> Associations > Alumni & Fraternal > Religious > City & Regional
> Business & Trade > Consumer Special Interest

EDUCATIONAL MATERIALS
> Preschool > Elementary > High School > College » Adult Education

TECHNOLOGY MANUFACTURING
> Software > Computer Hardware > Peripherals

COMMUNICATIONS & NETWORKING INDUSTRY
> Network Systems & Components > Telecommunications

MEDICAL PRODUCT MANUFACTURING
> Medical Devices > Pharmaceuticals




SBANTA AT A GLANCE

WHAT WE OFFER

Banta is a technology and market leader in printing and
supply-chain management. Banta provides leading publishers,
marketers and manufacturers with a comprehensive combination
of printing and digital imaging solutions, including advanced
digital content management, e-business services and fulfillment.
Banta's global supply-chain management business provides

a wide range of outsourcing capabilities to some of the world's
largest companies. Services range from materials sourcing,
product configuration and customized kitting to order

fulfillment and global distribution.

HOW WE ADD VALUE

Banta's unique business model
provides a complete value chain

of integrated, technology-driven
solutions, beginning with crgative
design and spanning the customer’s
entire production and distribution
workflow. Banta helps customers
lower costs and increase cycle
speeds in each link of the value
chain, while continuing to meet the

most stringent quality requirements.

@ CREATIVE / DESIGN

CONTENT MANAGEMENT

PROCUREMENT / INBOUND LOGISTICS

PRINTING / SUPPLY-CHAIN SERVICES

ASSEMBLY

@ FULFILLMENT / DISTRIBUTION



Banta Corporation

FINANCIAL HIGHLIGHTS
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([DOLLARS IN THOUSANDS (EXCEPT\PER SHARE AMOUNTS) 2004 | 2003 % CHANGE \]
1
| Revenue $1,523,252 $1,418,497

S
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BALANCE SHEET

Net plant and equipment . $ 288127 1 $ 286,347 0.6%
| Totaldebt - 2z e Mg3a @4%_
____ Shareholders’ investment B 537,966 \ 513,429 4.8% |
Total debt to total capital‘ization3 14.0% i 179% 1

S
‘ | -~/
'Reconciliation of net earnings and diluted earnings per share of common stock before and after special charges are detailed on page 42 of this Annual Report to Shareholders.

2Book value is shareholders’ investment divided by shares outstanding at year-end.
3Ratio of total debt to total debt plus shareholders’ investment.
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Letter to Sharehalders
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This year’s Annual Report describes these major 2004

initiatives, and how they’re helping drive Banta forward:

Performance — improve our base business by maximizing
productivity to advance our competitiveness and growth;
Position — more tightly define and pursue

key market segments;

People — attract, develop, engage and retain

talented employees;

Partner — target acquisitions and strategic alliances

to strengthen our market presence, or gain

competitive advantage:

We began 2004 with solid optimism. The economy showed
signs of sustainable growth for the first time in three years —
and Banta was well positioned to take full advantage of it.
Our people are our strongest competitive advantage and never
was that more evident than in 2004. Our 2003 restructuring
activities and catalog modernization gave us a running start
at significantly boosting 2004 results in our commercial print
and supply-chain management businesses. Then, our additional
efforts during the past year to increase productivity, reduce

costs and win new business opportunities resulted in even

greater contributions to the corporation’s strong performance.

2004 RESULTS

In 2004, Banta achieved all-time highs in both net earnings
and diluted earnings per share, while revenue came in just shy
of the corporation’s record set in 2000. Net earnings reached
$68.0 million compared with $46.6 million the prior year,
including 2003’s special charges. Excluding the special
charges, 2004 net earnings rose 13 percent over 2003’
$60.1" million. 2004 diluted earnings per share increased

to $2.67 compared with $1.81 in 2003, including special
charges. Excluding the special charges, 2004 diluted EPS rose
14 percent over 2003’ $2.34'. Revenue increased 7 percent
to $1.52 billion, compared with 2003’ $1.42 billion. We also
generated strong cash flow from operations, which we used
to lower debt, invest in technologies and needed capacity,
and repurchase our \common stock. Total debt declined by
$24 million, dropping our total debt-to-total-capitalization

ratio to 14 percent, further strengthening our balance sheet.

SECTOR PERFORMANCE

Our Printing Services Sector had a very good year, despite
constant pricing pressures in virtually all of our markets.

2004 revenue increased S percent, while operating earnings

1 Reconciliation of net earnings and diluted earnings per share of common stock before
and after special charges are detailed on page 42 of this Arnnual Report to Shareholders.
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Chairman, President and Chief Executive Officer

for the year reached $79.1 million, 19 percent higher than
2003’ $66.7 million, before pretax restructuring charges of
$12.0 million. Our progress was driven by productivity gains,
a rebound in the commercial print markets and cost reductions.
A major contributor to those improved results was our catalog
division. After the 2003 restructuring and modernization
program, which included the closing of the St. Paul, MN,
plant, profitability rebounded thanks to the revitalized
manufacturing platform, new technology capabilities and

considerable employee effort.

The improving economy prompted a significant increase

in our customers’ direct mail and print promotion activities.
Demand for our direct mail personalization technologies
was especially strong among our blue-chip clients in the
financial services, packaged goods and retail sectors. For
the year, direct marketing revenue increased 20 percent

compared with 2003 and operating earnings nearly tripled.

Banta’s special-interest magazine division benefited from
strong customer retention and a rise in our customers’
magazine page counts, while its exceptional sales and service
capabilities helped generate additional market share gains.
Continued revenue growth and the division’s solid profitability

assured its place as one of our best print businesses.

During the year we also put considerable effort into the
development of our literature management business, which
provides a wide range of outsourcing services involving print
inventory management, mail package assembly and order
fulfillment. In order to better focus on Banta’s growth in
this key market, the Banta Literature Management Group
became an independent division, separated from the book
division. We expect our heightened management, strategic
and sales focus on the business will enable this division to
quickly reach its potential as a significant growth engine

for our Printing Services Sector.

Stephanie A. Streeter

The book division reported higher revenue for the year, however
pricing pressures caused operating earnings to remain at 2003
levels. While results were below our expectations in 2004, this
division remains an important core business. New productivity
efforts are underway and prospects for growth over the next
few years are encouraging. Strong spending on educational
materials is expected through 2007, as a more active

curriculum adoption schedule is planned in key states.

Our Supply-Chain Management Services Sector had an
exceptional year in 2004. Both revenue and operating earnings
reached all-time highs, surpassing the prior year’s record
performance. Revenue rose 15 percent and operating earnings
increased to $46.7 million, 3 percent above the prior year’s
$45.4 million, before last year’s pretax special charges of

$9.6 million. Healthy market demand and our reputation for
excellent execution enabled us to both expand relationships with
existing customers and win new customers. We also benefited

from higher productivity and improved facility utilization.

Over the past two years our Supply-Chain Management
Services Sector has generated increases of 41 percent in
revenue and 68 percent in operating earnings. Moreover,

we remain very encouraged by the growth potential in this
business, as we aggressively pursue additional opportunities
to apply our considerable expertise in material procurement,

product assembly, order fulfillment and distribution.

DIVESTITURE

During 2004, we carefully evaluated Banta Healthcare Group’s
future as part of the corporation and determined that it no
longer made strategic sense to retain the business. While Banta
Healthcare has been a solid financial contributor over the 31
years it has been part of the corporation, our long-term vision
for Banta emphasizes the growth and development of our

two primary businesses, printing services and supply-chain
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Letter to Shareholders

management services. As a result, we agreed to sell Banta
Healthcare in early 2005 to Fidelity Capital Investors, We
wish the entire Healthcare team well, and thank them for

their past hard work and dedication to Banta Corporation.

CORPORATE NEWS

.

This past year we further strengthened the Banta Corporation
Board of Directors. In December 2004, Perrigo Company
Chairman, President and Chief Execurive Officer David T.
Gibbons joined our board. [Dave brings us a strong background
in sales and marketing, global business development, and
acquisitions, all of which will be extremely helpful as we

work to execute our strategic growth plans.

2004 also saw the addition of two new senior executives.

In February, David F. Engelkemeyer was named Vice
President of Worldwide Operations, with responsibility for
corporatewide manufacturing. His background includes
valuable executive leadership experience driving world-class
productivity programs for companies such as Avery Dennison
and Procter & Gamble. Kimberly D. Williams joined us in
August as President of the [Banta Publications Group. She
brings us extremely relevant experience, having served in a
number of executive leadership positions with RR Donnelley,
most recently as Senior Vice President of that company’s

Specialized Publishing Services Group.

In addition to Engelkemeyer and Williams, two other
senior leaders were appointed to the Banta Corporation
Executive Council, effective February 2004: Vice President
and Corporate Controller Ginger M. Jones, and Director

of Business Development Sara E. Armbruster.

QUTLOOK

[ am excited by our progress and the momentum we’re building
at Banta, culturally, operationally and financially. Behind
each of our four initiatives — performance, position, people
and partner — is tremendous power to move our corporation
forward. 1 am particularly encouraged by our growing focus
on our people. In 2004, for the first time in Banta’s history,
we conducted an all-employee survey to solicit opinions on
our work environment, processes, management and future

as a corporation. We collected a virtual treasure trove of
suggestions, and have initiated action plans to improve areas
of weakness and further build on our strengths. We must
ensure our employees are fully engaged in our businesses

and understand the positive impact each one of them can
have on Banta’s success. I'm personally looking forward

to driving employee engagement throughout the corporation

— and making Banta an even greater place to work.

2004 was a very good year for Banta, and I truly believe
the best is yet to come. I am confident in our direction as
a corporation, and convinced that our journey will lead
us to a very rewarding future, distinguished by strong

financial results and shareholder returns.

Sincerely,

Stephanie Streeter
Chairman, President and Chief Executive Officer

February 15, 20035

Members of Banta Corporation's senior leadership team are, bottom right group, from left,
Jim Cyze, President, Direct Marketing (Group; Stephanie Streeter, Chairman, President and
Chief Executive Officer; Dan Thornton, President, Literature Management Group. From
bottom of stairs to top: Sara Armbrus{en Director of Business Development; Addis Hitliker,
Vice President, Corporate Supply-Chain|Management; Terry Margolis, President, Supply-Chain
Management Services Sector; Dennis Meyer, Vice President, Marketing and Planning;

Ron Kneezel, Vice President, General Counsel and Secretary; Geoff Hibner, Chief Financial
Officer; Pat Keohane, President, Supply-Chain Management Group; Ginger Jones, Vice
President, Corporate Controller; Mike Allen, President, Printing Services Sector; Bob Kreider,
President, Book Group; Mark Deterding, President, Catatog Group; Frank Rudolph, Vice
President, Human Resources; Dave Engelkemeyer, Vice President, Worldwide Operations;
and Kim Williams, President, Publications Group.
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MAXIMIZE EFFICIENCIES AND PRODUCTIVITY

Firmly embedded into Banta’s strategy and culture is the
concept of constantly improving operational efficiency and
productivity. During 2004, Banta operations took their
efficiency and productivity efforts to an exciting new level.
Individual employees, production teams and all levels of
management worked together to evaluate innovative new
programs, processes and procedures that will ensure Banta’s
operations are world class. Banta’s revitalized approach

to performance improvement is equally capable of driving
incremental gains or sweeping change, depending upon

the business challenge.

An example of sweeping change is the dramatic turnaround

in Banta’s catalog operations. Faced with extreme market
competition, the catalog team focused on its most profitable
market segments and re-engineered the entire manufacturing
and distribution platform for optimum performance. A capital
investment of $20 million in new press and binding equipment

the prior year helped power the successful makeover, along

Fast-rising companies often have unique success formulas. Entrepreneur Alan Beychok propelled

Benchmark Brands, a Norcross, GA-based multi-channel retailer of footcare and foot health products,

to six straight years of double-digit growth by combining his extraordinary market knowledge with a

relentless pursuit of cost-reduction strategies. When Banta recommended combining his mailings with
those of a fellow catalog marketer to gain additional postage discounts, there was no hesitation. |

The result was lower postage costs for both companies, with Benchmark Brands consistently saving

$25 to $30 per thousand catalogs on more than 47 million pieces mailed annually. Investing

the savings in additional catalog distribution helps Benchmark Brands rev up its growth engine.

with a substantial commitment to training Banta’s skilled
personnel to fully capitalize on the new production capabilities.
Banta’s enterprising staff took advantage of every opportunity
to apply their knowledge and create market advantages.

The effort resulted in substantial productivity gains throughout
the catalog operation, with the bindery realizing an especially
impressive 23 percent performance improvement. But, the
focus went beyond manufacturing output to include additional
enhancements that directly reduced customers’ costs. In the
critical area of mail distribution, for example, the Banta Catalog
Group employed its continuous improvement approach with
new technologies to enable catalog marketers to substantially
lower postage costs by combining the manufacturing and

mailing of multiple catalogs into a single production stream.

Banta now offers a high performance catalog production
platform along with enhanced value-added services that help

get catalogs to market faster and with more cost efficiency.

)



As a provider of one of

Connecticut’s fastest growing
health plans, ConnectiCare

prides itself on being a home-
grown, focally managed company
with superior customer service
and award-winning health
management programs. Banta

has become a valuable extension,
of ConnectiCare's marketing,

sales and account management -
teams by developing a customizeéd
program that ensures timeliness
and accuracy of enrollment
materials. By focusing on process
re-engineering and product
development, Banta helped
ConnectiCare reduce total literature
expenditures by approximately
$1 million over the last two years,
even while print volume continued
to increase. Banta's innovative
literature management solutions
include the Sync™ Interactive
Marketing Suite, an advanced
software tool that allows
customers to cost-effectively
create and distribute multi-channel
communications via personalized
print, e-mail and Web pages.
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GCROW [N KEY MARKETS

Banta’s strategy is to structure highly focused business units
around key industry market segments to support each segment’s
unique needs. A superior understanding of, and position in,
carefully selected markets gives Banta the ability to better
allocate capital resources and develop important competitive
distinctions that result in individualized solutions, greater

customer loyalty and continuing growth opportunities.

Watt Publishing, an internationally recognized and respected
publisher of 17 agribusiness, food processing, woodworking
and furniture magazines, is a good example of Banta’s ability
to provide customized solutions to special-interest magazine
publishers. After acquiring Chartwell Communications,
Wart Publishing had to manage production in four printing
facilities at two different companies, each with a different
prepress workflow system. To cope, Watt Publishing used
an independent prepress house for converting customer

design files to each printer’s workflow requirements.

Quickly sensing a need to streamline the process, Watt
Publishing invited Banta and the incumbent suppliers —
one having a 31-year relationship with Watt — to propose
a solution. Banta won the business handily by recommending
a unique solution: the adaptation of a new prepress system,
still in the concept stage, that was actually being designed
for smaller print shops. Banta helped install the equipment
and led the training of personnel at two Watt Publishing
facilities. Watt Publishing will enjoy savings of several
hundred thousand dollars in prepress costs during the next
few years while Banta enjoys the business of yet another

growing special-interest magazine publisher.
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Founded in 1807, John Wiley &'Sons is a global publisher of print and electronic products, specializing in
scientific, technical and medical books and journals; professional and consumer books and subscription
services; and textbooks and other educational materials for undergraduate and graduate students, as well
as lifelong learners. Nearly two centuries of successful book publishing firmly engrained the benefits of
building strong supplier relationships into the Wiley culture, That philosophy supports a long and mutually
beneficial association with Banta. Wiley and Banta employees form a common team to drive manufacturing
and distribution efficiencies. Collaboration, a free flow of data and innovative thinking helped develop a
fully automated, integrated book manufacturing and fuffiffment sofution at Banta's Harrisonburg (VA)

facilities — one of the most technologically advanced, flexible and responsive systems availabie anywhere.

BUILD LEADERSHIP AND TALENT

From left, Joe Fair, General Manager, Book Fulfillment
Services - Harrisonburg; Devon Phillips, General Manager,
Book Group - Harrisonburg; and, John Lavery, Senior
Account Execufive, lead the team that consistently
provides John Wiley & Sons with outstanding service.

A renewed commitment to attract, develop, engage and retain
talented employees helped propel Banta forward during 2004.
Employee-focused initiatives represent important elements of
Banta’s future growth strategy. Banta employees at all levels
and in all functional areas are learning new skills and applying
advanced technologies and systems that deliver added value to
customers. They personify the corporation’s face to customers
and provide the service execution that allows Banta to compete
and win in the marketplace. One of Banta’s operational goals
is to have employees play a highly participative role in lean
manufacturing, a methodology that strives to minimize the
resources required for production by eliminating waste that

inflates costs, lead times and inventory requirements.

As an example, employees at Banta’s Chicago direct marketing
facility launched a productivity pilot program in “55,” a
systematic method to organize, order, clean and sustain

a work environment for greater productivity, and “quick
changeover,” which involves changing a process to produce

a different product in the most efficient manner possible.

A key success factor in both programs is self-directed
employees who understand that their ideas are valued

and are prepared to put those ideas into action.

The pilot started with the crew of a sophisticated, six-unit
web press with inline finishing and full personalization
capabilities — equipment that can require a 12- to 24-hour
set up time for every new job. The program included sessions
on, team building, coupled with a full day each week split
between classroom instruction and pressroom application

of the methodology covered.

The results are impressive. Set up times have already been
reduced by 35 percent, thus creating more press capacity
without spending additional capital — and steady improve-
ment continues to occur. Even more important, the employee
empowering nature of the program is fulfilling the promise
of building a more productive, self-sustaining, self-directed

work environment.

facing page: From left, John Barthen, Continuous Improvement Supervisor; Carl Somodji, First Pressman; and Chuck Zdziarek, Parts Department Coordinator, at Banta Direct Marketing -

Chicago, exemplify Banta employees applying the power of productivity initiatives.

&




PURSUE ACQUISITIONS AND STRATEGIC ALLIANCES

In Banta’s growth strategy, equal priority is given to making
acquisitions and to creating strategic alliances with customers,
suppliers and complementary service providers. Business
alliances and joint ventures provide the necessary teamwork
when no single provider has all the internal resources to satisfy
a customer’s needs. Banta's relationship with BAX Global Inc.
provides a perfect example of how innovative suppliers
increasingly seek strategic alliances with other leading firms
that offer complementary, services and share a similar
market focus. This approach benefits the partners and,

most importantly, their customers.

BAX Global is a $2 billion supply chain and transportation
solutions company providing logistics management for
business-to-business shippers through a global network of
nearly 500 offices in 133 ¢ountries. BAX Global specializes

in managing the movement of heavyweight packages and
cargo of all shapes and sizes, while offering specialized services

to the technology industry and several other markets.

Cutting-edge transportatian solutions, a strong presence

in Asia and a shared interést in the technology marketplace
makes BAX Global an ideal ally for Banta in serving a leading
manufacturer of computer processors. The manufacturer
wanted to produce and distribute its product in Asia through
a single source and contractually deal with one alliance
organization. In winning the contract, BAX provides the
surrounding logistics solution for receiving and managing
finished goods inventory and distributing orders throughout
Asia, while Banta provides the specialized services required

to convert the base product into a retail configuration.

The successful relationship between BAX Global and
Banta has resulted in the joint pursuit of additional

business opportunities in Europe, Asia and the U.S.

i

12

Banta's Technovation Exchange
program is one of the most unique
and successful customer education
partnerships available in any
industry. Full-day seminars feature
a keynote presentation and
Banta-led workshops on key print
and supply chain topics. Held in
major cities throughout Nerth
America and Europe, Technovation
seminars provide vital information
to literally thousands of existing
and prospective customers whiie
leveraging Banta personnel’s
expertise to build relationships
and business. Complementing the
seminars are valuable white papers,
a weekly educational e-messaging
program and a comprehensive
handbook addressing the

latest technologies for bringing

information and products to market.

?-‘_‘

Andy Bear, Business Development,
Banta PreMedia Services, shares
insights on color management

at a 2004 Technovation seminar.
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FIVE-YEAR SUMMARY OF SELECTED FINANCIAL DATA

{Not Covered by Report of Independent Auditors)

?————--——.w —_— 4 ------ — ——— - N
i DOLLARS IN THOUSANDS (EXCEPT PFR SHARE DATA) 2004 . 2003 2002 200t 2000
SUMMARY OF EARNINjGS‘
Revenue ] $1,523,252 $1,418,497 $1,366,457 $1,457935 $1,537,729
| Netearningsm |
""""" After special charges ""egoos sl 43799 29997 58743 |
"""" Before special charges 68005 6016 60147 57497 58743 |

FINANCIAL SUMMARY
| Working capital

Total debt

Interest expense .

Shareholders’ investment

Book value per share of common stock®

X~ e e e

12003 comprised 53 weeks, all other years comprised 52 weeks.

2Reconciliation of net earnings and diluted earnings per share of common stock before and after special charges are detailed on page 42 of this Annual Report to Sharehoiders.

3Book value is shareholders’ investment divided by shares outstanding at year-end.

TOTAL DEBT
(Dollars in thousands)

......................................... S W 1o e Yo eYe)

......... - 175,000

.................. 150,000

.................................... 125,000

---------------------- 100,000

75.000
2003 2004

SHAREHOLDERS' INVESTMENT

(Dollars in thousands)

550,000

500,000

450,000

400,000

350,000

300.000
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2004 Annual Report

A
A MANAGEMENT'S DISCUSSION AND ANALYSIS

Banta Corporation (the “Corporation”) operates in three
business segments, printing services, supply-chain management
services and healthcare products. The Corporation’s printing
services segment provides a comprehensive combination of
printing and digital imaging solutions to leading publishers and
direct marketers. Products and services in this segment include
books, catalogs, publications, product brochures, literature
management services, educational materials and e-business
services. The Corporation’s global supply-chain management
services segment provides a wide range of outsourcing
capabilities, primarily to some of the world’s largest technology
companies. Services in this segment range from materials
sourcing, product configuration and customized kitting, to order
fulfillment and global distribution. The Corporation’s health-
care segment whose sale was announced February 14, 20085,
produces and sources disposable products used in outpatient
clinics, dental offices, and hospitals.

Results for 2004 included the following:

c Revenue up 7% over the prior year, with increases
in all segments.

o Record levels of net earnings and diluted earnings per share.

o Improved profitability in the printing services segment, partic-
ularly in the catalog and direct marketing operating units.

a Continued excellent performance in the supply-chain
management services segment.

o A difficult year for the healthcare products segment, with
revenue slightly higher than in 2003 and operating earnings
down based primarily on higher raw material costs.

Revenue for 2004 was $1.52 billion, a 7% increase from
prior-year revenue of $1.42 billion. Operating earnings in
2004 increased by 34% over the prior year, which included
special charges of $21.6 million. The Corporation’s net
earnings were $68.0 million for 2004, 46% higher than the
$46.6 million reported in 2003. Diluted earnings per share
were $2.67 in 2004 compared with $1.81 in the prior year.

The printing services segment accounted for approximately
66% of the Corporation’s total revenue in 2004. The key
factors monitored by management in this segment include:

a Economic conditions in the United States, particularly
advertising and promotional spending. Advertising and
promotional spending directly impacts three of the four
operating units in this segment: direct marketing, publications,

8]
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and catalogs. Key indicators in this area include capital
spending by businesses, general advertising spending and
advertising pages printed, which are tracked by several
publishing organizations. Improving economic conditions
in 2004, leading to increases in advertising spending and
advertising pages printed, contributed to revenue growth in
the printing services segment of 5% over the prior year and
significantly improved profitability.

The impact of internal initiatives to improve profitability,
including the results of the prior-year restructuring
activity. In 2005, management expects to focus on a
number of initiatives, primarily plant productivity and
raw material utilization.

The level of educational spending in the United States, which
directly impacts the book operating unit. Educational
spending is dependent on both the general level of
budgetary appropriations for educational materials by
state and local governments, and the rate of adoption

of new materials. Educational spending and adoptions
were flat in 2004 compared with 2003. This was reflected
in a slower revenue growth rate in the book operating unit
than in the printing services segment as a whole. Both
spending and adoptions are expected to increase in 2005.

Trends in outsourcing non-core activities by the Corporation’s
existing or potential customers, which impact revenue in the
Corporation’s literature management programs. Increased
outsourcing activity has resulted in higher revenue for the
Corporation’s literature management programs in recernt years.

Trends in foreign sourcing of printed materials. To date,
these trends have not had a significant impact on revenue.

Paper pricing, which has had a significant impact on the
printing services segment in prior years. Paper prices are
influenced by world pulp prices, capacity utilization in the
worldwide paper industry and the value of the dollar in
comparison to other currencies. Paper prices increased by an
average of 4% in 2004 and decreased by 2% in 2003. The
cost of paper, when supplied by the Corporation, is passed
through to the customer. As a result, increased paper prices
in 2004 had a modest positive impact on revenue, estimated
to be approximately one-third of the 5% increase in revenue.
The Corporation made strategic decisions to buy paper for
certain customers in advance of several paper price increases
during 2004, including near the end of the fourth quarter,
resulting in higher raw materials inventory at year-end.



Banta Corporation

The supply-chain management services segment accounted for
approximately 27% of the Corporation’s revenue in 2004. The
key factors monitored by management in this segment include:

The performance of the segment’s significant customers.
These customers primatily sell computer hardware,
consumer software, and communications and networking
equipment. The Corporation provides a customized service
to each customer and makes significant commitments in
technology and location |of facilities. Performance by these
customers, and the continuation of these relationships, has
a significant impact on this segment. Continued strong
performance by these customers in 2004 was reflected in
the increased revenue in tthis segment.

The general level of speriding within the economy on

technology and the mix of that spending. Spending in this
sector of the economy continued to increase during 2004,
and was reflected in the increased revenue in this segment.

Trends in outsourcing non-core activities by the
Corporation’s existing of potential customers. Increased
outsourcing activity resulted in higher revenue in this
segment in recent years. .

Component material prices, since customer demand for
improved pricing may bé partially satisfied by reducing the
costs of materials acquired for inclusion in finished products.

The healthcare segment accounted for approximately 7% of
the Corporation’s revenue in 2004, The key factors monitored
by management in this segment include revenue growth of
major healthcare products distributors, raw material prices
and the general trend in healthcare spending.

REVENUE

Fl

2004 COMPARED WITH 2003

Printing services segment revenue of $1.01 billion for 2004
was $50 million, or 5%, higher than the prior-year total of
$959 million. The increase in revenue was the result of the
paper price increases discussed above, as well as revenue
increases of 20% in the diréct marketing operating unit and
8% in the publications operating unit.

Revenue for the printing services segment operating units
in 2004 and 2003, as a percent of total printing services
segment revenue, was as follows:
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Book operating unit revenue for 2004 was approximately 4%
higher than the prior year due primarily to increased revenue
in literature management services. Catalog operating unit
revenue decreased by 10% in 2004. Approximately 45% of
the decrease was related to revenue that was transferred to
other Banta plants as a result of the 2003 restructuring activicy.
The remaining decrease was due to lost capacity following
the closure of one of the two facilities in this operating unit
during the 2003 restructuring activity. Revenue for the direct
marketing operating unit was approximately 20% above the
level of the prior year due to increased sales in advertising
and promotional material, particularly related to increased
volume of printed direct mail, and increased sales of in-line,
custom personalized marketing materials that are printed in
this operating unit. In the publications operating unit, revenue
increased by 8% primarily as a result of the Corporation
increasing its market share within the magazine printing market.
Despite the competitive operating environment and a high
incidence of magazine title attrition within the magazine
printing market, this operating unit increased the number of
magazines it prints by approximately 220 titles in 2004.

Supply-chain management services segment revenue was
$412 million in 2004, an increase of 15% from 2003. Of this
increase, $22 million resulted from favorable changes in foreign
currency exchange rates. The remaining increase was the result
of continued strong levels of consumer spending on technology
and increased outsourcing of non-core activities. Both factors
drove the significant increase in demand for products and
services by the Corporation’s major technology customers.

The Corporation has a contract with Hewlett-Packard Company
that runs through 2003, subject to one-year extensions
pursuant to an evergreen provision. Pursuant to this evergreen
clause, the contract has been extended through 2005. Revenue
from Hewlett-Packard Company under this agreement totaled
approximately $134 million in 2004 and $133 million in
2003. The loss of this contract could have a material adverse
impact on the Corporation’s financial results.

Healthcare segment revenue for 2004 of $101 million increased
by 1% compared with 2003 results.

2003 COMPARED WITH 2002

Printing services segment revenue of $959 million for 2003
was $18 million, or 2%, lower than the prior-year total of
$977 million. The decrease in printing services segment revenue
was related to economic trends in the printing industry,
including reduced educational spending, and lower advertising
and promotional spending. Several of the Corporation’s
major print customers chose to supply their own paper in
2003, which further reduced revenue since the cost of paper,
when supplied by the Corporation, is passed through to

the customer. In addition, printing services segment revenue
continued to be impacted by a very competitive pricing climate
resulting from excess capacity in the industry.




Revenue for the printing services segment operating units
in 2003 and 2002, as a percent of total printing services
segment revenue, was as follows:
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Book operating unit revenue for 2003 was approximately
2% lower than the prior year due to a few major customers
who supplied their own paper and lower educational spending.
The direct sourcing of paper by customers accounted for
approximately 65% of the decrease in net revenue from
2002 to 2003. The remaining decrease was the result of
delayed spending on educational materials because of reduced
state budget appropriations, and fewer adoptions of new
educational materials.

Catalog operating unit revenue decreased by 6% in 2003,
Approximately 45% of the decrease was related to sales that
were transferred to other Banta plants as a result of the
restructuring activity in 2003. The remaining decrease was
due to lost capacity following the closure of one of the two
facilities in this operating unit during the 2003 restructuring
activity. Sales of direct marketing materials were approxi-
mately 4% below the levels of the prior year due to reduced
advertising and promotional spending and very competitive
pricing in the commercial print market. In the publications
operating unit, revenue increased by 9%, primarily a result
of increased market share. Despite the competitive operating
environment and the high incidence of magazine title attrition
within the magazine market, the Corporation in 2003
increased the number of magazines it prints to over 925 titles.

Supply-chain management services segment revenue was

$359 million in 2003, an increase of 23% from 2002. Of this
increase, $19 million was related to the increased value of
local currencies in comparison to the dollar. The remaining
increase was the result of a recovery in technology spending

in 2003 and increased outsourcing of non-core activities,
which drove the significant increase in demand for products
and services by the Corporation’s major technology customers.

Healthcare segment revenue for 2003 of $100 million was
4% above the prior year, primarily as a result of increased
sales to several large distributors of healthcare products.

EARNINGS FROM OPERATIONS
2004 COMPARED WITH 2003

Earnings from operations for 2004 were $109.1 million, an
increase of 34% compared with the prior year. Of this increase,
80% was a result of the Corporation having no special

~-

30

2004 Annual Report

charges in 2004. Special charges, which are discussed in more
detail below, were $21.6 million in 2003. Gross margin on

a corporatewide basis decreased to 21.3% in 2004 from
21.5% in 2003 as a result of decreased gross margin in 2004
in both the supply-chain management services and healthcare
segments. Gross margin for the printing services segment
improved in 2004 compared with the prior year. Explanations
for changes in gross margin are described below in the
discussion of earnings from operations.

Printing services segment earnings from operations for 2004
were $79.1 million, 45% higher than the prior year’s $54.7
million. Operating margin for the printing services segment
was 7.8% for 2004 compared with 5.7% during 2003.
Restructuring charges of $12 million were included in the
2003 results. Excluding the impact of the special charges, the
increase in 2004 printing services segment operating earnings
was primarily the result of improved results in the catalog
and direct marketing operating units. The operating earnings
for the catalog operating unit increased significantly in 2004,
primarily as the result of the restructuring activity in 2003.
Operating earnings also increased for the direct marketing
operating unit, primarily due to increased demand and
pricing for in-line, custom personalized marketing materials.

Earnings from operations for the supply-chain management
services segment increased to $46.7 million in 2004 from
$35.8 million in 2003, and operating margin increased to
11.3% compared with 10.0% in the prior year. Earnings
from operations were reduced during 2003 by special charges
rotaling $9.6 million. The absence of these charges in 2004
contributed 2.6 percentage points of improvement in operat-
ing margin. This improvement was partially offset by a lower
proportion of value-added content in the product mix and
continued pricing pressure from existing and new customers.

Healthcare earnings from operations for 2004 were

$10.6 million compared with the prior year’s $12.1 million.
Operating margin for 2004 was 10.5% compared with
12.0% for 2003. The reduction in operating margin was
primarily the result of significant increases in raw material
prices for paper, tissue and resin in 2004.

2003 COMPARED WITH 2002

Earnings from operations for 2003 were $81.6 million, equal
to the prior vear. Special charges, which are discussed in more
detail below, were $21.6 million in 2003 and $26.8 million
in 2002. Gross margin on a corporatewide basis decreased
from 22.2% in 2002 to 21.5% in 2003, due to increased
pricing pressure throughout the printing services segment and
additional costs incurred in the catalog operating unit during
the restructuring activities. Both the supply-chain management
services and healthcare segments had improved earnings from
operations in 2003 compared with 2002, while the printing
services segment earnings were below the prior year.

Printing services segment earnings from operations for
2003 were $54.7 million, 24% lower than the prior year’s
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$72 million. Operating margin for the segment was 5.7% for
2003 compared with 7.4% during 2002. Special charges were
recorded in both years, $12|million in restructuring charges in
2003 and $16 million in non-cash impairment charges in 2002.
Excluding the impact of the special charges, the reduction in
2003 printing services segment earnings was primarily the
result of reduced operating €arnings from the catalog operating
unit, which were negatively impacted by the costs of relocating
existing equipment and pla¢ing new equipment in service
during the restructuring activity in 2003. This unit had reduced
operating earnings compared to the prior year of $14 million.
The remaining $7 million décrease was the result of continued
pricing pressures throughotit the printing services segment,
particularly in the direct marketing operating unit.

Earnings from operations for the supply-chain management
services segment increased to $35.8 million in 2003 compared
with $27.8 million in 2002 jand operating margin increased
to 10.0% compared with 9.5% in the prior year. This
improvement in operating rhargin was primarily due to a
higher proportion of value-added content in the product

mix. Earnings from operations were reduced during 2003

by special charges totaling $9.6 million.

Healthcare earnings from operations for 2003 were $12.1
million compared with the prior year’s $10.3 million. Operating
margin for 2003 was 12.0% compared with 10.6% for 2002.
Improvements in operatingmargin were the result of
improved productivity and cost-containment initiatives.

FISCAL 2003 AND 2002 SPECIAL CHARGES

During 2003, the Corporation announced and completed a
restructuring involving its cénsumer catalog business and a
realignment of operating activities within its printing services
and supply-chain management services segments. Charges
incurred in the restructuring!totaled $17.0 million. The objective
of the plan was to consolidate certain operations, leverage
existing capacity, improve efficiencies and reduce costs. The
components of the restructuring expenses were as follows:
employees’ severance and benefits, $9.3 million; facility costs,
including lease terminations, $2.8 million; and reduction in
the carrying value of impaired assets and other, $4.9 million.
Approximately $12.0 million of the restructuring charges related
to the printing services segmient and the remaining $5.0 million
related to the supply-chain management services segment.

During 2003, the Corporation settled a lawsuit with
Singapore-based Mentor Media, Ltd. (Mentor) relating to its
proposed acquisition of Méntor. The Corporation recorded
a charge of $4.6 million in the second quarter of 2003 in
connection with the settlement.

The Corporation recorded a non-cash impairment charge

of $26.8 million during the fourth quarter of 2002. The
impairment charge included a $9.8 million reduction in the
carrying value of the Corporation’s digital content management
software product, based on an analysis of future cash flow

projections for the product. The charge also included a

$7.4 million impairment of an investment in a Mexican joint
venture; a reduction of $2.2 million of goodwill associated
with a past acquisition; a $3.9 million reduction in the carrying
value of assets held-for-sale in the printing services segment;
and updated assessments of other long-lived assets.

GEOGRAPHIC ANALYSIS OF REVENUE
AND EARNINGS FROM OPERATIONS

c—— soixm rime :ome

Revenue and earnings from operations (excluding unallocated
corporate expenses) by geographic area for 2004 and 2003 are
presented below. Virtually all revenue for the printing services and
healthcare segments was from customers in the United States.
Revenue in the supply-chain management services segment was
from customers in the United States, Europe, and Asia.
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Revenue in the United States increased by 5% in 2004 from
the prior year. This increase was consistent with the increase
in revenue in the printing services segment, which constituted
the majority of the Corporation’s revenue in the United
States. Non-United States revenue increased by 19% in 2004
from 2003 levels. Virtually all non-United States revenue was
in the supply-chain management services segment and the
increase in revenues was consistent with the strong growth

in new customers in these locations.

Earnings from operations in the United States increased by 26%
in 2004 compared with the prior year. The improvements were
the result of factors described above impacting the printing
services segment, primarily the absence of special charges in
2004 and improved earnings for the catalog and direct
marketing operating units. Non-United States earnings from
operations increased by 61% in 2004, compared with the prior
year, due primarily to the absence of special charges in 2004
and changes in mix and pricing described above. In addition,
increases in earnings from operations in non-United States
locations were the result of demand by new customers in these
geographical markets.

INTEREST EXPENSE AND OTHER EXPENSE

Interest expense of $6.2 million in 2004 was $2.2 million
lower than the prior-year interest expense of $8.4 million. Total
debt at January 1, 2005, of $87.9 million was 21% less than
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the $111.8 million of debt at the end of the prior year, The
reduction in interest expense was the result of scheduled
repayments of long-term debt. In addition, the Corporation
capitalized approximately $1.3 million of interest in connection
with major ongoing capital projects during 2004. Capitalized
interest was $800,000 for 2003 and $170,000 for 2002.

Interest expense of $8.4 million in 2003 was $2.9 million
lower than the prior-year interest expense of $11.3 million.
Interest expense continued to decline as the Corporation
made its scheduled long-term debt payments.

Other income for 2004 was approximately $1.5 million higher
than 2003 based on the gain recognized from the sale of assets
and two facilities that were idled. Other income for 2003 was
approximately $500,000 lower than 2002 due to higher losses
on foreign currency transactions, offset primarily by an
increased gain from the sale of assets.

PROVISION FOR INCOME TAXES

Effective income tax rates were 35.5%, 37.4% and 39.0% in
2004, 2003 and 2002, respectively. The continuing reductions
in the effective tax rates were due to a greater mix of earnings
generated by the supply-chain management services segment,
which has extensive operations in countries whose tax rates
are more favorable than the rates in the United States.

NET EARNINGS

The Corporation’s net earnings were $68.0 million in 2004,
46% higher than the $46.6 million in 2003. Diluted earnings
per share were $2.67 in 2004 compared with $1.81 in 2003.
The increase in net earnings reflected the absence of special
charges and the increased profitability of both the printing
services segment and the supply-chain management services
segment. Approximately 9% of the increase in diluted earnings
per share in 2004 is the result of the share repurchase, which
is described in more detail below.

The Corporation’s net earnings were $46.6 million for 2003,
6% higher than the $43.8 million in 2002, Diluted earnings
per share were $1.81 in 2003 compared with $1.71 the prior
year. The increase in net earnings reflected the increased
profitability of the supply-chain management services and
healthcare segments, and lower special charges compared
with the prior year. These improvements were partially offset
by reduced earnings in the printing services segment.

LIQUIDITY AND CAPITAL RESOURCES

On January 1, 2003, the Corporation had cash and cash
equivalents of $133 million. Management believes the
Corporation’s liquidity continues to be strong and the current
level of leverage will allow the Corporation to finance its
capital expenditures and any other investment opportunities
that may arise in the foreseeable future.
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The Corporation did not incur any long-term borrowings in
2004 or 2003. Of the $87.9 million of total debt at the end
of 2004, $25.6 million matures in 2005 with the remaining
balance maturing at varying intervals through 2015. The
Corporation has historically raised short-term funds by selling
commercial paper. Such borrowings are supported by a credit
facility with three banks, which provide a total borrowing
capacity of $80 million. During the fourth quarter of 2004,
the Corporation had a maximum of $10 million outstanding
under this short-term credit facility, all of which was
repaid prior to January 1, 2005. There were no short-term
borrowings during 2003 under this facility.

During 2004, working capital remained flat compared with
the prior year. Increases in accounts receivable and inventories
during 2004 were offset by reduced cash balances. Accounts
receivable increased at year-end as the result of strong sales
in the fourth quarter of 2004, particularly in December 2004.
Inventories increased as the result of higher work-in-process
inventories and the strategic pre-buying of paper in advance
of announced paper price increases. Cash decreased by
approximately $48 million, $44 million of which was used

to repurchase shares of the Corporation’s stock as described
in Note 7 to the Consolidated Financial Statements.

On March 19, 2004, the Corporation announced that it
had entered into an Accelerated Share Repurchase (“ASR”)
agreement whereby 1,000,000 shares of the Corporation’s
common stock were repurchased at an initial price of $43.69
per share. The ASR required the counterparty to acquire
the shares in the open market over a fixed period of time.
On July 27, 2004, the Corporation paid $663,000 to settle
the ASR. The final settlement amount was based on the
volume-weighted average price of $44.35 per share for actual
repurchases made by the counterparty.

During 2003, no shares of the Corporation’s common stock
were repurchased. During 2002, the Corporation repurchased
112,000 shares of its common stock at an aggregate price of
$3.4 million. In February 2005, the Board of Directors approved
a $150 million share repurchase program, which replaces the
Corporation’s previous program. The Corporation may
continue its repurchase of shares in the future pursuant to
this authorization if market conditions warrant. Any future
stock repurchases are expected to be funded by a combination
of existing cash, cash provided from operations and short-
term borrowings.

The Corporation’s capital expenditures were $65 million in
2004 compared with $71 million in 2003. The Corporation
is committed to maintaining modern, efficient plants and to
providing customers with enhanced supply-chain management
services, and new printing and digital imaging technologies.
Preliminary plans for 2005 are for capital expenditures of
approximately $70 million. Capital expenditures are expected
to be funded by existing cash, cash provided from operations
and short-term borrowings.
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At January 1, 2003, the Corporation had the following
contractual obligations. These obligations are discussed in more
detail in Notes 5 and 9 to the Consolidated Financial Statements.
The Corporation has no off-balance sheet arrangements.
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In the ordinary course of its business, the Corporation is
involved in litigation matters. Based on the Corporation’s
assessment of these matters and on the existing accruals
provided for them, the Corporation does not believe that any
of these matters, either individually or in the aggregate, will
have a material adverse efféct on its results of operations,
cash flows or financial condition.
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With a continued favorable economic climate, expectations
on a consolidated basis forithe full-year 2005 are for revenue
in the range of $1.5 billionjto $1.55 billion. Diluted earnings
per share from continuing éperations, including the effect of
a continued reduction in the Corporation’s effective income
tax rate to 32% and a planned share repurchase, are expected
to be in the range of $2.801to $2.95. This estimate excludes
the tax impact of any repatriation of foreign earnings and the
effects of expensing stock dptions required under Statement
of Financial Accounting Standards (SFAS) No. 123 (R),
“Share Based Payment.”

CRITICAL ACCOUNTUNF POLICIES

The Corporation’s accounting policies are described in Note 1
to the Consolidated Financial Statements. The preparation of
financial staternents in conformity with accounting principles
generally accepted in the United States requires management
to make estimates and assumptions about future events that
affect the amounts reported in the financial statements and
footnotes. Future events and their effects cannot be determined
with absolute certainty. Therefore, the determination of
estimates requires the exer¢ise of judgment. Actual results
inevitably will differ from those estimates, and such differences
may be material to the financial statements.

The most significant accounting estimates inherent in the
preparation of the Corporation’s consolidated financial
statements include estimates as to the recovery of receivables
and the realization of inventories, plant and equipment,

and goodwill. Significant agsumptions are also used in the

determination of liabilities related to pension and postretirement
benefits, obligations for lease terminations, income taxes, and
environmental matters. The process of determining significant
estimates is fact specific and takes into account factors

such as historical experience, current and expected economic
conditions, product mix and, in some cases, actuarial
assumptions. The Corporation re-evaluates these significant
factors as facts and circumstances dictate. Historically, actual
results have not differed significantly from those determined
using the estimates described above.

The Corporation believes the following critical accounting
policies affect its more significant judgments and estimates used
in the preparation of its consolidated financial statements:

Revenue Recognition. Revenue is recognized, net of
estimated discounts, allowances and returns, when title
and risk of loss transfers to the customer and the earnings
process is complete. The Securities and Exchange
Commission’s Staff Accounting Bulletin (SAB) No. 104,
“Revenue Recognition,” provides guidance on the
application of accounting principles generally accepted in
the United States to selected revenue recognition issues. In
addition, revenue in the supply-chain management services
segment is recognized in accordance with Emerging Issues
Task Force (EITF) Issue No. 99-19, “Reporting Revenue
Gross as a Principal versus Net as an Agent.” Each major
contract is evaluated based on various criteria, with
management judgment required to assess the importance
of each criterion is reaching the final decision. In general,
revenue is recognized on a gross basis if the Corporation
has the risks and rewards of ownership, latitude in
establishing component vendors and pricing, and bears
all credit risk. Revenue from contracts that do not meet
these criteria is recognized on a net basis, recording

only the portion that is related to services or products
provided directly by the Corporation.

Goodwill. The Corporation adopted SFAS No. 142,
“Goodwill and Other Intangible Assets,” effective
December 30, 2001. Under SFAS No. 142, goodwill

is no longer amortized, but is reviewed for impairment
on an annual basis.

0

The Corporation completed the annual impairment tests in
the fourth quarter of each of 2004, 2003 and 2002. This
analysis was based on the comparison of the fair value of
its reporting units to the carrying value of the net assets of
the respective reporting units, The Corporation concluded
that no impairment of goodwill existed at the time of the
annual impairment tests in 2004 and 2003. During 2002,
the Corporation determined that goodwill for one of

its reporting units was impaired and, accordingly, the
Corporation recognized a goodwill impairment charge

in the fourth quarter of 2002 of $2.2 million.

c Retirement benefits. The Corporation has significant
pension and postretirement benefit costs that are developed
from actuarial valuations. The valuations reflect key




assumptions regarding, among other things, discount rates,
expected return on plan assets, retirement ages and years of
service. Consideration is given to current market conditions,
including changes in interest rates and investment returns,
in making these assumptions. Changes in these assumptions
will affect the amount of pension and postretirement
expense recognized in future periods. Changes in the
following key assumptions would impact the funded status
and cost of the pension and postretirement plans as
described below:

Discount rate change of Asset return of \

| +/- 50 basis points +/-100 basis points

‘I Pension plans  Pension plans
: Pension Postretirement (expected (actual
‘j DOLLARS IN THOUSANDS plans plan asset return) asset return)
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i1 periodic benefit cost | ($1,429)/$2,091 (§75)/$85 | ($1,429)/51,429 NA
} Increase (decrease}
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The Corporation recognized pension and postretirement
benefit expense of $7.1 million, $7.2 million and $3.5 million
in 2004, 2003 and 2002, respectively. As of January 1, 2005,
the Corporation’s pension plans had accumulated benefit
obligations of $181.5 million compared with plan assets
of $147.5 million. The Corporation elected to contribute
approximately $10 million to the qualified pension plan in
2004 and $9.9 million in 2003 to maintain the funded status
of the plan at a level comparable to recent years.

Asset Impairments. Impairments of long-lived assets are
accounted for under SFAS No. 144 “Accounting for the
Impairment or Disposal of Long-Lived Assets.” Long-lived
assets are tested for recoverability whenever events or
changes in circumstances indicate that the carrying value of
the asset may not be recoverable. Asset impairment charges
were recognized in both 2003 and 2002, as described in
Note 11 and 12 to the Consolidated Financial Statements.
No asset impairment charges were recognized in 2004.

Income taxes. The Corporation’s annual tax rate is deter-
mined based on income, statutory tax rates and the tax
impacts of items treated differently for tax purposes than
for financial reporting purposes. Tax law requires some
items to be included in the tax return at different times
than the items reflected in the financial statements. As a
result, the annual tax rate in the financial statements is
different than the rate reported on the Corporation’s tax
return. Some of these differences are permanent, such as
expenses that are not deductible in the tax return and
some differences are temporary, reversing over time, such
as depreciation expense. These temporary differences
create deferred tax assets and liabilities.

Inherent in determining the annual tax rate are judgments
regarding business plans, planning opportunities and
expectations about future outcomes. Significant manage-
ment judgments are required for the following items:
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o Management reviews the Corporation’s deferred tax assets
for realizability. Valuation allowances are established
when management believes that it is more likely than not
that some portion of the deferred tax assets will not be
realized. Changes in valuation allowances from period to
period are included in the tax provision.

o

The Corporation establishes accruals for certain tax
contingencies when, despite the belief that the
Corporation’s tax return positions are fully supported,
the Corporation believes that certain positions may be
challenged. The tax contingency accruals are adjusted in
light of changing facts and circumstances, such as the
progress of tax audits, case law and emerging legislation.

o

The Corporation has not provided for possible U.S.
taxes on the undistributed earnings of foreign subsidiaries
that are considered to be reinvested indefinitely.

o

The Corporation is currently evaluating the effects of
repatriating certain foreign earnings, as described in
Note 13 to the Consolidated Financial Statements. The
Corporation may repatriate as much as $100 million
of its foreign earnings, which would carry a one-time
tax charge to the Corporation’s consolidated results of
operations of up to approximately $8.5 million.

ACCOUNTING PRONOUNCEMENTS

In December 2004, the Financial Accounting Standards Board
(FASB) issued SFAS No. 123 (R), “Share Based Payment.”
SFAS No. 123 (R) requires that compensation cost related

to share-based payment transactions be recognized in the
financial statements. Share-based payment transactions within
the scope of SFAS No. 123 (R) include stock options, restricted
stock awards, performance-based awards, stock appreciation
rights, and employee share purchase plans. The provisions of
SFAS No. 123 (R) are effective as of the first interim period
that begins after June 15, 2005. Accordingly, the Corporation
will implement the revised standard in the third quarter of
fiscal year 2005. Currently, the Corporation accounts for its
share-based payment transactions under the provisions of
APB Opinion No. 25, which generally does not require the
recognition of compensation cost for employee stock options
in the financial statements. Management believes that the
current required disclosures in Note 1 to the Consolidated
Financial Statements appropriately reflect the impact this
standard would have on reported net earnings if adopted in
the periods presented.

In December 2004, the FASB issued SFAS No. 153, “Exchanges
of Nonmonetary Assets, an amendment of APB Opinion No. 29,
Accounting for Nonmonetary Transactions.” This statement
amends APB Opinion No. 29 to eliminate the exception for
nonmonetary exchanges of similar productive assets and replaces
it with a general exception for exchanges of nonmonetary assets
that do not have commercial substance. Under SFAS No. 153,
if a nonmonetary exchange of similar productive assets meets
a commercial-substance criterion and fair value is determinable,
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the transaction must be accounted for at fair value resulting
in recognition of any gain or loss. SFAS No. 153 is effective
for nonmonetary transactions in fiscal periods that begin after
June 15, 2005, The Corporation does not anticipate that the
implementation of this standard will have a material impact
on its financial position, results of operations, or cash flows.

In May 2004, the FASB issuied Staff Position (FSP) No. 106-2,
“Accounting and Disclosure Requirements Related to the
Medicare Prescription Drug, Improvement and Modernization
Act of 2003,” in response to a new law regarding prescription
drug benefits under Medicare as well as a federal subsidy to
sponsors of retiree healthcare benefit plans. The Corporation
has applied the provisions of FSP No. 106-2 to the calculation
of retiree healthcare benefits plans for 2004.

RISK MANAGEMENT

The Corporation is exposed to market risk from changes in
interest rates and foreign exchange rates. On January 1, 2005,
the Corporation had no outstanding borrowings under its
lines of credit with banks and minimal floating rate long-term
debt. Since essentially all long-term debt is at fixed interest
rates, exposure to interest rate fluctuations is immaterial.
Disclosure relating to the fair value of long-term debt is
included in Note 1 to the Consolidated Financial Statements.

Portions of potential market risk associated with changes

in foreign exchange rates are considered in contractual
arrangements with customers. The Corporation also manages
foreign currency exchange rate exposure by utilizing some
natural hedges to mitigate a portion of its transaction and
commitment exposures, and may utilize forward contracts in
certain situations. Based on the Corporation’s overall foreign
currency exchange rate exposure on January 1, 2005, a
10% change in foreign currency exchange rates would not
have had a material effect on the Corporation’s financial
position, net earnings, or cash flows.

FORWARD LOOKING STATEMENTS

The foregoing Management’s Discussion and Analysis as well
as other portions of this Annual Report to Shareholders include
forward-looking statements. Statements that describe future
expectations, including revenue and earnings projections, plans,
results or strategies, are considered forward-looking. The
statements that are not purely historical should be considered
forward-looking statements. Often they can be identified

by the use of forward-looking words, such as “may,” “will,”
“could,” “project,” “believe,” “anticipate,” “expect,” “estimate,”
“continue,” “potential,” “plan,” “forecasts,” and the like.
Such statements are subject to certain risks and uncertainties
which could cause actual results to differ materially from
those cutrently anticipated. Factors that could affect actual
results include, among others, unanticipated issues associated
with the closing of the sale of Banta Healthcare Group, Ltd.
and unexpected issues related to the application of the net
proceeds received therefrom, changes in customers” order
patterns or demand for the Corporation’s products and services,
pricing, changes in raw material costs and availability,
unanticipated changes in sourcing of raw materials (including
paper) by customers, unanticipated changes in operating
expenses, unanticipated production difficulties, unanticipated
issues associated with the Corporation’s non-U.S. operations,
changes in the pattern of outsourcing supply-chain management
functions by customers, unanticipated acquisition or loss of
significant customer contracts or relationships, unanticipated
difficulties and costs associated with the design and
implementation of new administrative systems, the impact of
any acquisition or divestiture effected by the Corporation,
changes in the Corporation’s effective income tax rate,
potential repatriation of foreign earnings, unanticipated swings
in foreign currency exchange rates and any unanticipated
weakening of the economy. These factors should be considered
in evaluating the forward-looking statements, and undue
reliance should not be placed on such statements. The forward-
looking statements included herein are made as of the date of
the printing of this Annual Report to Shareholders, and the
Corporation undertakes no obligation to update publicly such
statements to reflect subsequent events or circumstances.

»
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AND MANAGEMENT REPORTS

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

The Corporation’s management is responsible for establishing
and maintaining adequate internal control over financial reporting,
as such term is defined in Rules 13a-15(f) and 15d-15(f) under
the Securities Exchange Act of 1934. The Corporation’s internal
control over financial reporting is designed to provide reasonable
assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in
accordance with generally accepted accounting principles.

Because of its inherent limitations, internal control over financial
reporting may not prevent or detect misstatements. Also, projec-
tions of any evaluation of effectiveness to future periods are subject
to risk that controls may become inadequate because of changes

in conditions, or that the degree of compliance with the policies

or procedures may deteriorate.

The Corporation’s management assessed the effectiveness of

the Corporation’s internal control over financial reporting as of
January 1, 2003, using the criteria set forth in Internal Control -
Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission. Based on this
assessment, the Corporation’s management believes that, as of
January 1, 2003, the Corporation’s internal control over financial
reporting was effective based on those criteria.

The Corporation’s independent registered public accounting firm,
Ernst & Young LLP, have issued an attestation report on
management’s assessment of the Corporation’s internal control
over financial reporting. That attestation report is included herein.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

THE BOARD OF DIRECTORS AND SHAREHOLDERS
BANTA CORPORATION

We have audited management’s assessment, included in the
accompanying Management’s Report on Internal Control Over
Financial Reporting, that Banta Corporation maintained effective
internal control over financial reporting as of January 1, 2003,
based on criteria established in Internal Control - Integrated
Framework issued by the Committee of Sponsoring Organizations
of the Treadway Commission (the COSO criteria). Banta
Corporation’s management is responsible for maintaining effective
internal control over financial reporting and for its assessment

of the effectiveness of internal control over financial reporting.
Our responsibility is to express an opinion on management’s
assessment and an opinion on the effectiveness of the company’s
internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of

the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit

to obtain reasonable assurance about whether effective internal
control over financial reporting was maintained in all material
respects. Our audit included obtaining an understanding of
internal controf over financial reporting, evaluating management’s
assessment, testing and evaluating the design and operating effec-
tiveness of internal control, and performing such other procedures
as we considered necessary in the circumstances. We believe that
our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process
designed to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements
for external purposes in accordance with generally accepted
accounting principles. A company’s internal control over financial
reporting includes those policies and procedures that (1) pertain
to the maintenance of records that, in reasonable detail, accurate-
ly and fairly reflect the transactions and dispositions of the assets

of the company; (2) provide reasonable assurance that transactions
are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are
being made only in accordance with authorizations of management
and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition,
use, or disposition of the company’s assets that could have a
material effect on the financial statements.

Because of its inherent limitations, internal control over financial
reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to
the risk that controls may become inadequate because of changes
in conditions, or that the degree of compliance with the policies
or procedures may deteriorate.

In our opinion, management’s assessment that Banta Corporation
maintained effective internal control over financial reporting

as of January 1, 2003, is fairly stated, in all material respects, based
on the COSO criteria. Also, in our opinion, Banta Corporation
maintained, in all material respects, effective internal control

over financial reporting as of January 1, 2005 based on the
COSO criteria.

We also have audited, in accordance with the standards of the
Public Company Accounting Oversight Board (United States),
the consolidated balance sheets of Banta Corporation as of
January 1, 2005 and January 3, 2004, and the related consolidated
statements of earnings, shareholders' investment, and cash flows
for each of the three years in the period ended January 1, 2005,
and our report dated February 7, 2003, expressed an unqualified
opinion thereon.

Ernst & Young LLP
Milwaukee, Wisconsin
February 7, 2005
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MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL STATEMENTS

Management is responsible for the preparation of the
Corporation’s consolidated financial statements and related
information appearing in [this report. Management believes
that the consolidated financial statements fairly reflect the
form and substance of transactions and that the financial
statements reasonably present the Corporation’s financial
position and results of operation in conformity with
generally accepted accounting principles. Management also
has included in the financial statements amounts that

are based on estimates and judgments that it believes

are reasonable under the ¢ircumstances.

The independent registered public accounting firm audits
the Corporation’s consolidated financial statements in
accordance with the standards of the Public Company
Accounting Oversight Board and provides an objective,
independent review of the fairness of reported operating
results and financial position.

The Board of Directors of the Corporation has an Audit
Committee composed of three non-management Directors,
The Committee meets periodically with management, the
internal auditors and the independent registered public
accounting firm to review accounting, internal control,
auditing and financial reporting matters.

REPORT OF HNDEPENPENT REGISTERED PUBLIC ACCOUNTING FIRM

THE BOARD OF DIRECTORS AND SHAREHOLDERS
BANTA CORPORATION

We have audited the accompanying consolidated balance
sheets of Banta Corporation as of January 1, 2005 and
January 3, 2004, and the related consolidated statements of
earnings, shareholders’ investment, and cash flows for each
of the three years in the péeriod ended January 1, 200S5.
These financial statements are the responsibility of the
Company’s management. Qur responsibility is to express an
opinion on these financial'statements based on our audits.

We conducted our audits in accordance with the standards
of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the
financial statements are frée of material misstatement. An
audit includes examining, ion a test basis, evidence support-
ing the amounts and disclosures in the financial statements.
An audit also includes asséssing the accounting principles
used and significant estimates made by management, as well
as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for
our opinion. ‘

In our opinion, the financial statements referred to above
present fairly, in all material respects, the consolidated
financial position of Banta Corporation at January 1, 2005
and January 3, 2004, and the consolidated results of its
operations and its cash flows for each of the three years in
the period ended January 1, 2003, in conformity with U.S.
generally accepted accounting principles.

We also have audited, in accordance with the standards of the
Public Company Accounting Oversight Board (United States),
the effectiveness of Banta Corporation’s internal control over
financial reporting as of January 1, 2005, based on criteria
established in Internal Control — Integrated Framework
issued by the Committee of Sponsoring Organizations of the
Treadway Commission and our report dated February 7,
2008, expressed an unqualified opinion thereon.

Ernst & Young LLP
Milwaukee, Wisconsin
February 7, 2005
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1) | 5 L= S
CONSOLICATED EJAL}ALQ@ gJ F‘ J

@NUARY 1, 2005, AND JANUARY 3, 2004 N
| DOLLARS IN THOUSANDS 2004 2003

||asseTs ri ]

1] Current Assets: 1
_ Cashand cash equivalents $133,093 || $181,112
__Receivables, less reserves of $5,578 and $6,257, respectively 263,087 234,219
Inven_t_grl_es _____ 102,892 | 75150
[ Prepaid expenses 077 17,200
{ Deferred income taxes 14,452 | 15,485
I‘ TOTAL CURRENT ASSETS 524,241 523166

i1 Plant and Equipment:

L j
I Machinery and equipment 835,549 791024 |
e 999,935 952,475 ||
} Less accumulated depreciation 711,808 666,128 J
S, 288127 || 286,347
||OtherAssets 26,834 | 20,724
|| Goodwill 66,371 | 65,835
|| toTaL asseTs $905,573 | $896,072

I

|{LIABILITIES AND SHAREHOLDERS' INVESTMENT
I s ! ]
tj Current Liabilities: j !
, .

' Current maturities of long-term debt 25594 24,122

! 1
‘| TOTAL CURRENT LIABILITIES _ 223,606 223,851 |
{[Non-current Liabilites: - j
1 Long-term debt 62,333 81712 |!
! |
i -4
il Other non- current llabrlrties 56,046 ‘ 56,287
TOTAL NON-CURRENT LIABILITIES 144,001 | 158,792

Shareholders lnvestment
Preferred stock

' - Common stock 29,278,884 and 2‘_9_.0448_188 shares issued, _r_e_spectrvely _____ B 2_,528 " -------- 2,905' ) :
| Amount in excess of parvalve of stock 41454 | 34578 |
Il Retained earnings 582,973 | 532,084 ||

|

| Accumutated other comprehensrve income 25,497 } 14,037 §
TOTAL SHAREHOLDERS' INVESTMENT 537966 }N 513,429

“ TOTAL LIABILITIES AND SHAREHOLDERS' INVESTMENT $905,573 “ $896,072

&The accompanying notes to consolidated financial statements are an integral part of these balance sheets, /
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CONSOLIDATED STATZVENTS CF N S
/@R THE YEARS ENDED JANUARY 1, 2005, JANUARY 3, 2004, AND DECEMBER 28, 2002
DOLLARS IN THOUSANDS (EXCEPT EAFN!NGS PER SHARE) 2004 2003 2002 ‘
REVENUE
Printing and supply-chain services $1 4?,?__‘__3__‘!.._3T....E!.?@J_:’r?f...._.....5:‘...2_‘??_5_‘_"?_‘?___
Product sales 101,068 }1 100,371 96,593
| ToTALREvENVE 1523252 | 1418497 1366457
"""""""""""""""""""" |
i Cost of printing and supply+ (;_ham services 1,115, 7_6_:_1____1‘ _______ 1,033,281 984,504 |
| Cost of products sold 83,633 | 79,832 78,464
OROSS EARNINGS e 323858 | 305384 303489 |
| Selling and administrative expenses 214,758 | 202,216 195,046
Restructuring charge -, 1gs2 -
Litigation settlement oo ee e eeeee e eeee o] 4602 . o
Asset impairment charge - - 26,800
_EARNINGS FROM OPE R__A_TIONS _______________________________ 109,100 . gL614 81,643 |
[ Interest expense . (6,248) | (8,420) (11.343)
T o U UUUUUU ot ottt T bt os oAU LA el |
|| Interest income 2,159 2,353 2140 |
l Other income (expense), ne¢ 419 1,133) (639) ||
| EARNINGS Bl-:ron_g__]_ugpuz TAXES 105430 | 74414 71,801 ‘
‘| Provision for income taxes j 37425 27,800 28,002
NET EARNINGS $ 68,005 S 45,614 S 43799
BASIC EARNINGS PER SHARE OF COMMON STOCK $ 2.7 $ 1.83 $ 174
DILUTED EARNINGS qsn SHARE OF COMMON STOCK $ 2.67 S 1.81 $ 1.71

\&The accompanying notes to consoiidated financial statements are an integral part of these statements.

J
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CO
fOR THE YEARS ENDED JANUARY 1, 2005, JANUARY 3, 2004, AND DECEMBER 28, 2002 \
DOLLARS IN THOUSANDS 2004 [ 2003 2002
| !
CASH FLOWS FROM OPERATING ACTIVITIES ‘ )
Net earnings $68,005 | $46,614 S 43799 |

Adjustments to reconcile net earnings to cash provided by operating activities,
net of acquisition:

{
(Decrease) increase in other non-current liabilities (240) 5,037 (5.492)
Cash provided by operating activities 84784 ... 10459 .....1420m |
CASH FLOWS FROM INVESTING ACTIVITIES |
|| Capital expenditures e 65175) | T0&T . (30785) ||
Proceeds from sale of plant and equipment 5351 | t0 4685 ||
BUsIness ACqUSI 0N e b @379 T
Additions to long-term investments - 1 - (1,331
Cash used for investing activities (72,936) (27,430

Repurchase of common stock (44, 353) ; - (3 361 |

|
| Cash used for financing activities e, 166D (24394) 31983 |
Effect of exchange rate changes on cash and cash equivalents 8,682 ‘w 13,147 6,203 1
‘ |
Net increase (decrease) in cash and cash equivalents (48019 | . 26276 88860 |
| Cash and cash equivalents at beginning of year 181,112 154,836 65976 J‘
i Cash and cash equivalents at end of year $133,093 \ $i181,112 $154,836
1l
ST Y OIS 0T oo oo reeeeeeseeseeneeeeeeeeeren ;
_nterest, net of amount capitalized e 6257 || ... 8629 . 1,492 |
Income taxes $ 10,669 $ 24743 $ 31,180 “/

The accompanying notes to consolidated financial statements are an integral part of these statements,

&)




Banta Corporation

CCXECLISATLIZ § '8 CF
oD T - - N L U LD |
S JREREE VNN AN P N
Nt U U S RN Qo
/"—‘ e e e A = = S
/ (FOR THE YEARS ENDED JANUARY 1, 2005, JANUARY 3, 2004, AND DECEMBER 28, 2002 “
. Accumulated “
| Amount in Other
Common Stock Excess of Par Retained Unearned Treasury Comprehensive :
DOLLARS IN THOUSANDS Shares Issued  Par Value  Value of Stock Earnings Compensation Stock  Income (Loss) Total |
BALANCE, DECEMBER {29, 2001 27,874,263 $ 2787 $ 3366 $ 478,853 $ - $ (66,814) $ (10914) $407,278
Net earnings 43799 43, 799
| Cumulative foreign currency translatlon adjustments 8,788 8,788
\ Comprehensive income 52,587
Cash dividends declared ($ 64Jper share) (20 091) (20,091)
Stock options exercised, net of shares tendered 628,742 63 16,624 16,687
Treasury stock purchases (3,361) (3,361)
Other 441 13 13
20 003 502,561 - (70,175) (2126) 45313
46,6 46,614
16,163 16,163

62 777
. 7, 0‘31)
" 14608
‘ 272
|BALANCE, JANUARY 3, 2004 29048188 2905 34578 532084 o R AL 14037 513429
Net earnings 68,005 68,005
' Cumulatlve foreign currency translahon-;j.J-t;stments -------------------------------------- h h - 11460 11,46-6"““
_Comprehensive income ) o i o 79,465
Cash_d_l_\{l_q?nc.j.s“d;éc\ared (5.68 pé;-éhare) - T (-17,116) ) - (17,11%) |
Stock optlo-n-s exercised, net"t;;\shares tender(;_-d-m 230,;96 23 6::281 - h 6.304 ----
| Restrictea stockssuance S BT 0 M S -
3 Uneql_‘p_e_z_j_compensatton amortization . B 237 237:
" Treasury stock purchases (44,353) (44,353) }
BALANCE, JANVARY 1, 2005 29,278,884 $2,928 $41,454 5582973 $(840) $(114,046) $25,497 $537966 i
\\wccompanying notes to consolijited financial statements are an integral part of these statements. é/
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For the years ended January 1, 2005, January 3, 2004, and December 28, 2002

SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies followed by Banta
Corporation (the “Corporation”) in maintaining financial
records and preparing financial statements are:

BUSINESS

The Corporation operates in three business segments, printing
services, supply-chain management services, and healthcare
products. The Corporation’s printing services segment provides
a comprehensive combination of printing and digital imaging
solutions to leading publishers and direct marketers. Products
and services in this segment include books, catalogs, publica-
tions, product brochures, literature management services,
educational materials and e-business services. The Corporation’s
global supply-chain management services segment provides a
wide range of outsourcing capabilities, primarily to some of
the world’s largest technology companies. Services in this
segment range from materials sourcing, product configuration
and customized kitting, to order fulfillment and global
distribution. The Corporation’s healthcare segment produces
and sources disposable products used in outpatient clinics,
dental offices and hospitals. Customers, who are primarily
located throughout the United States and Europe, are granted
credit on an unsecured basis. The Corporation maintains an
allowance for doubtful accounts based upon the expected
collectibility of accounts receivable and, to date, such losses
have been within management’s expectations. No single
customer accounted for more than 10% of consolidated sales

during 2004, 2003 or 2002.

YEAR-END

The Corporation reports its results of operations on a 52/53
week year ending on the Saturday closest to December 31.
Operations included 52 weeks in 2004, 53 weeks in 2003
and 52 weeks in 2002.

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of
the Corporation and its subsidiaries. All significant intercompany
accounts and transactions have been eliminated.

REVENUE RECOGNITION

Revenue is recognized, net of estimated discounts, allowances
and returns, when title and risk of loss transfers to the customer
and the earnings process is complete. The Securities and
Exchange Commission’s Staff Accounting Bulletin (SAB)

No. 104, “Revenue Recognition,” provides guidance on the

2004 Annual Report

application of accounting principles generally accepted in the
United States to selected revenue recognition issues. In addition,
revenue in the supply-chain management services segment

is recognized in accordance with Emerging Issues Task Force
(EITF) Issue No. 99-19, “Reporting Revenue Gross as a
Principal versus Net as an Agent.” Each major contract is
evaluated based on various criteria, with management judgment
required to assess the importance of each criterion in reaching
the final decision. In general, revenue is recognized on a
gross basis if the Corporation has the risks and rewards of
ownership, latitude in establishing component vendors and
pricing, and bears all credit risk. Revenue from contracts
that do not meet these criteria are recognized on a net basis,
recording only the portion that is related to services or
products provided directly by the Corporation.

The Corporation records all shipping and handling fees billed
to customers as revenue, and related costs as cost of services
and cost of products sold, when incurred.

FOREIGN CURRENCY TRANSLATION

For all subsidiaries outside the United States, with the exception
of operations in Mexico and Hungary, the Corporation

uses the local currency as the functional currency. For those
operations using a functional currency other than the U.S.
dollar, assets and liabilities are translated into U.S. dollars

at year-end exchange rates, and revenue and expenses are
translated at weighted-average exchange rates. The resulting
translation adjustments are recorded as a separate component
of shareholders’ investment. Operations in Mexico and
Hungary use the U.S. dollar as the functional currency. Gains
and losses from foreign currency transactions are included in
net earnings, and totaled losses of $944,000, $1,503,000 and
$245,000 in 2004, 2003 and 2002, respectively.

CASH AND CASH EQUIVALENTS

The Corporation considers all highly liquid investments, with
maturities of less than 90 days at the date of purchase, to

be cash equivalents. The cost of these investments, which are
considered as “available for sale” for financial reporting
purposes, approximates fair value at January 1, 2003, and
January 3, 2004. There were no realized gains or losses on
these investments during 2004, 2003 and 2002.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The carrying amounts of cash and cash equivalents, receivables
and accounts payable approximated fair value as of January 1,
20035, and January 3, 2004, due to the short maturities of these




Banta Corporation

instruments. Based on the borrowing rates currently available
to the Corporation for loans with similar terms and average
maturities, the fair value of long-term debt as of January 1,
2005, and January 3, 2004, including current maturities, was
estimated to be $95,719,000 and $124,462,000, respectively.

INVENTORIES

Inventories are stated at the lower of cost, using the first-in,
first-out method, or marKet. Inventories include material,
labor and manufacturingioverhead. Inventories at January 1,
2005, and January 3, 2004, were as follows:

«ﬁ;LLARS IN THOUSANDS

2008 2003

" Raw materials and supplies |
;__Work-in-progress and finished goods

i Net inventories

53,837 42016

$102,892

$49,055  $33134 |

$75,150 y

PLANT AND EQUIPMENT

Plant and equipment are stated at cost and depreciated over the
estimated useful life of the assets. Depreciation is computed
using the straight-line method for financial reporting purposes.
Accelerated depreciation methods are used for income tax
reporting purposes. Leasehold improvements are amortized
over the shorter of the term of the lease or the estimated useful
life on a straight-line basis.'The range of useful lives for financial
reporting is 15 to 40 years for buildings and improvements,

3 to 7 years for information systems and equipment installations,
and 3 to 10 years for machinery and equipment.

Plant and equipment are teviewed for impairment whenever
events or changes in circumstances indicate that the carrying
amount of an asset or group of assets may not be recoverable.
If the sum of the expected undiscounted cash flows is less
than the carrying value of'the related asset or group of assets,
a loss is recognized for the difference between the fair value
and carrying value of the asset or group of assets. Such
analyses necessarily involve significant judgment.

CAPITALIZED INTEREST,

The Corporation capitalizes interest on major buildings, infor-
mation systems and equipmient installations and depreciates the
amount capitalized over the lives of the related assets. Total
interest incurred was $7,527,000 in 2004, $9,218,000 in 2003
and $11,509,000 in 2002, of which $1,279,000, $798,000 and
$166,000 was capitalized in 2004, 2003 and 2002, respectively.

CAPITALIZED SOFTWARE DEVELOPMENT COSTS

The Corporation capitalizés costs incurred to develop or
obtain software for internal use based on guidance provided
by the Accounting Standards Executive Committee SOP 98-1,
“Accounting for the Costsiof Computer Software Developed
or Obtained for Internal Use.” Qualifying costs incurred
during the application development stage are capitalized, and
such costs are depreciated over the estimated useful life of the
software when it is placed linto service.

The Corporation capitalizes costs incurred to develop software
products for sale to third parties based on guidance provided
by Statement of Financial Accounting Standards (SFAS)

No. 86, “Accounting for the Costs of Computer Software to be
Sold, Leased, or Otherwise Marketed,” and as such, capitalizes
such costs upon determination that technological feasibility has
been established for that product. Costs incurred prior to the
establishment of technological feasibility are charged to
expense. When the software product is available for general
release to customers, capitalization ceases and such costs are
amortized on a product-by-product basis over the estimated
useful life of the software. There were no costs related to
developing software products for sale to third parties capitalized
at January 1, 2005, or January 3, 2004. At December 28,
2002, the Corporation determined that its capitalized software
costs related to the digital content management product were
not realizable based on the projected undiscounted cash flows
of the related product. Accordingly, the unamortized balance
at December 28, 2002, of $9,843,000 was written-off and is
included in the asset impairment charge described in Note 12.

GOODWILL

The Corporation adopted SFAS No. 142, “Goodwill and
Other Intangible Assets,” effective December 30, 2001. Under
SFAS No. 142, goodwill is no longer amortized, but is
reviewed for impairment on an annual basis.

The Corporation completed the annual impairment tests in
the fourth quarter of each of 2004, 2003 and 2002. This
analysis was based on the comparison of the fair value of its
reporting units to the carrying value of the net assets of the
respective reporting units. The Corporation concluded that
no impairment of goodwill existed at the time of the annual
impairment tests in 2004 and 2003. During 2002, the
Corporation determined that goodwill for one of its reporting
units was impaired and, accordingly, the Corporation
recognized a goodwill impairment charge in the fourth quarter
of 2002 of $2,241,000.

ENVIRONMENTAL COSTS

The Corporation accrues for losses associated with environ-
mental obligations when such losses are probable and
reasonably estimable. Costs of estimated future expenditures
are not discounted to their present value. The accruals, which
are subject to management judgment, are adjusted as facts
and circumstances change.

EARNINGS PER SHARE OF COMMON STOCK

Basic earnings per share of common stock is computed by
dividing net earnings by the weighted average number of
common shares outstanding during the period. Diluted earn-
ings per share of common stock is computed by dividing net
earnings by the weighted average number of common shares
and common equivalent shares, which relate primarily to the
assumed exercise of stock options. Weighted average common
shares for computation of basic earnings per share were

25,123,022; 25,499,789; and 25,227,990, in 2004, 2003



and 2002, respectively. Weighted average common and
common equivalent shares for computation of diluted earnings
per share were 25,508,380; 25,742,979; and 25,565,826, in
2004, 2003 and 2002, respectively.

The shares outstanding used to compute diluted earnings per
share for 2004, 2003 and 2002 excluded outstanding options
to purchase 114,548, 524,584 and 196,000 shares of common
stock, respectively, with weighted-average exercise prices

of $45.52, $35.08 and $35.20, respectively. These options
were excluded because their exercise prices were greater than
the average market price of the common shares and their
inclusion in the computation would have been antidilutive,

STOCK-BASED COMPENSATION

The Corporation has two stock-based employee compensation
plans (see Note 8). The Corporation’s stock-based employee
compensation plans are accounted for under the recognition
and measurement principles of Accounting Principles Board
(APB) Opinion No. 25, “Accounting for Stock Issued to
Employees,” and related interpretations. Because the number
of shares is fixed and the exercise price of the stock options
equals the market price of the underlying stock on the date
of grant, no cost is reflected in net earnings for stock options
granted under these plans. The Corporation amortizes
restricted stock awards to net earnings over the vesting period
based on the fair value of the stock at the date of grant.

Had compensation cost been determined based upon the fair
value at the grant date for awards under the plans based on
the provisions of SFAS No. 123 “Accounting for Stock-Based
Compensation,” the Corporation’s pro forma net earnings
and earnings per share would have been as follows:

DOLLARS IN THOUSANDS. o *‘\
(EXCEPT PER SHARE DATA) 2004 2003 2002
Net earnings:

|

|

|

“Asreported S $68,005 $46614 $43799 |
J Add: Compensation expense
| related to restricted stock
il included in net earnings,

l net of related taxes 142 - -
|

\

Deduct: Total stock-based

employee compensation expense
I, determined under fair value based
f‘ method, net of related taxes
[

(3152) (281 |
$43462 $40988 ||

(4,578)
$63.569

Pro forma

i
j Earnings per share: |
| As reported: |
' 174 |
’”if?ﬁ

162
1.60 t
7
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The fair value of each stock option grant is estimated on the
date of grant using the Black-Scholes option pricing model
with the following weighted average assumptions used for
grants in 2004, 2003 and 2002, respectively: risk-free interest
rates of 3.6%, 3.4% and 3.6%; expected dividend yields

of 1.7%, 1.8% and 1.8%; expected option lives of 6.0, 5.7
and 6.0 years; and expected volatility of 26% for all years
presented. Based on these assumptions, the weighted average
fair value of the options granted at the date of grant in 2004,
2003 and 2002 was $10.53, $9.51 and $9.17, respectively.

RESEARCH AND DEVELOPMENT COSTS

Research and development costs are charged to operations
as incurred and amounted to $650,000, $851,000 and
$919,000 in 2004, 2003 and 2002, respectively.

DERIVATIVE FINANCIAL INSTRUMENTS

The Corporation enters into foreign currency forward exchange
contracts to mitigate exposure related to receivables and
payables denominated in foreign currencies. Those contracts are
adjusted to fair value at each balance sheet date with the gain or
loss reflected in operations. For each of the three years presented,
the gain or loss recognized on these contracts was not material.

USE OF ESTIMATES

The preparation of financial statements in conformity with
accounting principles generally accepted in the United States
requires management to make estimates and assumptions
that affect the amounts reported in the accompanying financial
statements and notes. Actual results could differ from
those estimates.

NEW ACCOUNTING STANDARDS

In December 2004, the Financial Accounting Standards Board
(FASB) issued SFAS No. 123 (R}, “Share-Based Payment.”
SFAS No. 123 (R) requires that compensation cost related

to share-based payment transactions be recognized in the
financial statements. Share-based payment transactions
within the scope of SFAS No. 123 (R) include stock options,
restricted stock awards, performance-based awards, stock
appreciation rights and employee share purchase plans. The
provisions of SFAS No. 123 (R) are effective as of the first
interim period that begins after June 15, 20035. Accordingly,
the Corporation will implement the revised standard in the
third quarter of fiscal year 2005. Currently, the Corporation
accounts for its share-based payment transactions under the
provisions of APB Opinion No. 25, which generally does not
require the recognition of compensation cost for employee
stock options in the financial statements. Management
believes that the current required disclosures in Note 1 under
Stock-Based Compensation, appropriately reflect the impact
this standard would have on reported net earnings if adopted
in the periods presented.

&
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In December 2004, the FASB issued SFAS No. 153, “Exchanges
of Nonmonetary Assets, an amendment of APB Opinion

No. 29, Accounting for Nonmonetary Transactions.” This
statement amends APB Opinion No. 29 to eliminate the
exception for nonmonetary exchanges of similar productive
assets and replaces it with a general exception for exchanges
of nonmonetary assets that do not have commercial substance.
Under SFAS No. 153, if a nonmonetary exchange of similar
productive assets meets a commercial-substance criterion and
fair value is determinable, ithe transaction must be accounted
for at fair value resulting in recognition of any gain or loss.
SFAS No. 153 is effective for nonmonetary transactions in fiscal
periods that begin after Jupe 15, 2005. The Corporation

does not anticipate that the implementation of this standard
will have a material impact on its financial position, results of
operations or cash flows.

In May 2004, the FASB issued Staff Position (FSP} No. 106-2,
“Accounting and Disclosure Requirements Related to the
Medicare Prescription Drug, Improvement and Modernization
Act of 2003,” in response to a new law regarding prescription
drug benefits under Medicare, as well as a federal subsidy to
sponsors of retiree healthcare benefit plans. The Corporation
has applied the provisions of FSP No. 106-2 to the calculation
of retiree healthcare benefits plans for 2004 (see Note 10).

RECLASSIFICATIONS
Certain reclassifications have been made to the 2003 and 2002
financial statements to conform to the 2004 presentation.

ACQUISITION

On February 24, 2003, the Corporation acquired Qualipak
Incorporated (“Qualipak”) for $2,379,000 in cash. Qualipak
is a provider of packaging, kit assembly, fulfillment and
distribution services for pub]ishers, consumer healthcare markets,
and over-the-counter pharmaceuticals. The purchase price plus
the liabilities assumed excéeded the fair value of the rangible
and intangible assets acquired by $2.0 million, which has
been recorded as goodwill. The Corporation has included the
results of Qualipak in the ¢onsolidated financial statements
since the acquisition date. The purchase price allocation for
this acquisition is as follows:

S o o gl mTnZilnL Tt emrimeeee—ens oo oo

‘/DOLLARS IN THOUSANDS

Current assets ‘ $ 15 |

' Current liabilities (132) !!

Total purchase price
[ E—

GOODWILL

Changes in the carrying amount of goodwill by segment
during the years ended January 1, 2005, and January 3,
2004, consist of the following:

‘f SUPPLY-CHAIN \\
PRINTING MANAGEMENT I
DOLLARS IN THOUSANDS SERVICES SERVICES HEALTHCARE TOTAL

| BALANCE AT ‘
' DECEMBER 28,2002 $35.552  §5.224 $21,964 $62740 ;

Translation adjustments
i|  for goodwill denominated |

in foreign currencies 1,095
Acquisition of Qualipak
(see Note 2) 2,000 2,000
BALANCE AT }
JARUARY 3, 2004 37,552 6,319 21964 65,835
| Translation adjustments for ‘
goodwill denominated ‘
in foreign currencies 536 536

| BALANCE AT
| JANUARY 1, 2005

-~ - .

$37552  $6,855 $21,964 $66,371
o T - —- T - TToI T T T T T ,/

SHORT-TERM DEBT

The Corporation generally obtains short-term financing
through the issuance of commercial paper and borrowing
against lines of credit with banks. At January 1, 20035, the
Corporation had short-term credit facilities totaling $83 million.
Of this total, $75 million represents a credit facility made
available by three banks, which can be used to support both
commercial paper and unsecured borrowing; $5 million
represents a facility in place to support the issuance of letters
of credit and to meet short-term liquidity needs; and the
remaining $3 million is comprised of secured credit facilities
denominated in Euros and Pounds Sterling, which can be
used to finance the Corporation’s European operations. The
Corporation had $4 million of letters of credit outstanding as
of January 1, 2005, and January 3, 2004. As of January 1,
20035, and January 3, 2004, the Corporation had no short-term
borrowings outstanding. During the fourth quarter of 2004,
the Corporation had a maximum of $10 million outstanding
under short-term credit facilities, all of which was repaid
prior to January 1, 200S.



LONG-TERM DEBT
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CONTINGENCIES

Long-term debt consists of the following:

‘:/[;OLL;RS IN TI’-{OUSANDS MATURITIES 2004 2003 \M
| PromissoryNotes: i‘
L 805% o ...2005 $12,500 $25000 |
: 2005-2010 30,000 35,000
{ 2005-2010 13,095 15476 |
L ge2w 0052009 10,714 13095
V7w T 2005-2015 15,000 15,000
LSS 2005 1818 363 |
. Capital Lease Obligations i
J( at1.39% to 8.75% 2005-2007 800 585 |

" Industrial Revenue Bonds,
floating interest rate,
approximating 50%

of the prime rate

} on 10-year Treasury note rate 2007 1,000 1,042

R 87927 111834 |
| Less current maturities (25,594) (24,122) ‘
| Long-term debt $62,333 $ 87712 !

Maturities of long-term debt during the next five years are
$25,594,000 in 2005, $11,552,000 in 2006, $12,348,000 in
2007, $11,126,000 in 2008 and $9,935,000 in 2009.

The Promissory Notes contain various operating and financial
covenants. The more restrictive of these covenants require
that working capital be maintained at a minimum of
$40,000,000, current assets are 150% or more of current
liabilities, and consolidated tangible net worth be not less than
$125,000,000. Funded debt of up to 50% of the sum of
consolidated tangible net worth and consolidated funded debt
may be incurred without prior consent of the note holders.
The Corporation may incur short-term debt of up to 25% of
consolidated tangible net worth at any time and is required
to be free of all such obligations in excess of 12.5% of
consolidated tangible net worth for 60 consecutive days each
year. The agreements also contain limitations on leases and
certain types of liens. The Corporation was in compliance
with all debt covenants at January 1, 2005.

One of the Promissory Notes restricts the payment of dividends.

As of January 1, 2003, $93,278,000 of retained earnings
was available for the payment of dividends under the most
restrictive of such covenants.

On June 26, 2003, the Corporation settled its lawsuit with
Singapore-based Mentor Media, Ltd. (Mentor) relating to its
proposed acquisition of Mentor. The Corporation recorded
a charge of $4,602,000 in the second quarter of 2003 in
connection with the settlement.

In the ordinary course of its business, the Corporation is also
involved in other litigation matters. Based on the Corporation’s
assessment of these matters and on the existing accruals
provided for them, the Corperation does not believe that any
of these matters, either individually or in the aggregate, will
have a material adverse effect on its results of operations,
cash flows, or financial condition.

CAPITAL STOCK

The Corporation’s authorized capital consists of 300,000
shares of preferred stock ($10 par value) and 75 million
shares of common stock ($.10 par value).

In February 2003, the Board of Directors approved a

$150 million share repurchase program, which replaced the
Corporation’s previous program. Through January 1, 2003,
the Corporation had purchased 6,519,400 shares of its
common stock under the previous authority at an aggregate
cost of $173,870,000. Prior to the second quarter of 1999,
all of the repurchased shares were canceled. Beginning April 4,
1999, the Corporation’s repurchases of outstanding common
stock have been recorded as treasury stock. At January 1, 2003,
the Corporation held 4,232,412 shares of its common stock
in treasury. These shares may be reissued pursuant to the
Corporation’s equity incentive plans, or for other purposes.

On March 19, 2004, the Corporation announced that it had
entered into an Accelerated Share Repurchase (“ASR”)
agreement whereby 1,000,000 shares of the Corporation’s
common stock were repurchased at an initial price of $43.69
per share. The ASR required the counterparty to acquire the
shares in the open market over a fixed period of time. On July
27,2004, the Corporation paid $663,000 to settle the ASR.
The final settlement amount was based on the volume-weighted
average price of $44.35 per share for actual repurchases made
by the counterparty. There were no shares repurchased in 2003.

Pursuant to the Corporation’s Shareholder Rights Plan, one
common stock purchase right is included with each outstanding
share of common stock. In the event the rights become
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exercisable, each right will initially entitle its holder to buy
one-half of one share of the Corporation’s common stock at a
price of $140 per share (equivalent to $70 per one-half share),
subject to adjustment. The rights will become exercisable if a
person or group acquires 15% or more of the Corporation’s
common stock or announces a tender offer for 15% or more
of the common stock. Upén the occurrence of certain events,
including a person or group acquiring 15% or more of the
Corporation’s common stock, each right will entitle the holder
to purchase, at the right’s then current exercise price, common
stock of the Corporation or, depending on the circumstances,
common stock of the acquiring corporation having a market
value of twice such exercise price. The rights may be
redeemed by the Corporation at a price of $.001 per right at
any time prior to the rights becoming exercisable or prior to
their expiration in November 20171, subject to amendment.

STOCK-BASED COMPENSATION PLANS

At January 1, 2003, the Corporation had options outstanding
or available for grant undér two equity incentive plans — the
Equity Incentive Plan and the 1991 Stock Option Plan (1991
Plan). The Equity Incentive Plan provides for the issuance of
non-qualified and incentive stock options and restricted stock
to officers and key employees at prices not less than the fair
market value of the common stock on the date of the grant.
Options granted under the 1991 Plan may be exercised up to

five years after the date of grant. Options granted under the
Equity Incentive Plan may be exercised up to 10 years from
the date of grant. The Equity Incentive Plan includes automatic
grants of stock options to non-employee Directors on an
annual basis. At January 1, 2005, 316,221 shares of the
Corporation’s common stock were reserved for future equity
incentive awards.

The following table summarizes stock option activity under
the equity incentive plans:

WEIGHTED\\‘

g T T

’ OPTIONS PRICE RANGE  AVERAGE PRICE

|

 OUTSTANDING AT

| DECEMBER 29, 2001 2806177  $18-$31 $25

| Granted 755500  29-37 35|

|Exercised (44776)  18-28 23

| Canceled or expired (81,666) 18- 31 26

. OUTSTANDING AT

(DECEMBER 28, 2002 2735235 18-37 28

" Granted 779500 27-38 37

JExercised o 680921 . 18- 36 2 .

| Canceled or expired (97.167) 18-35 31

loutsTaNDING AT !
2,736,647 18 - 38 31 |

! Canceled or expired (71,831) 28 - 38 35 }
\ OUTSTANDING AT
il JANUARY 1, 2005 2,857,238 $18 - 46 $34 |

The following table summarizes weighted average information by range of exercise prices for stock options outstanding and

exercisable at January 1, 2005:

S

7 - i OPTIONS OUTSTANDING OPTIONS EXERCISABLE =
‘ WEIGHTED AVERAGE i
NUMBER OUTSTANDING REMAINING WEIGHTED AVERAGE ~ NUMBER EXERCISABLE WEIGHTED AVERAGE

| RANGE OF EXERCISE PRICE AT JANUARY 1, 2005 CONTRACTUAL LIFE EXERCISE PRICE AT JANUARY 1, 2005 EXERCISE PRICE |
| $18 - $27 567,617 4.4 years L $25 ________ _5_@_53161 o $_2_5_ 1‘
‘ 28 - 34 488,373 7.0 years 29 458,040 29 |

35-38 ) 1,620,959 8.3 years 37 703,534 36 i
’ 39-46 180,289 9.3 years 45 18,000 46 i
| $18- 346 2,857,238 7.4 years $34 1,745,191 $31
. : ,, . e

oo

The options outstanding, but not exercisable at January 1, 2005, become exercisable at various times through 2007 in

accordance with the vesting schedules of the plans.

During 2004, 2003 and 2002, 130,136, 136,874 and 116,034 shares, respectively, were submitted to the Corporation in
partial payment for stock dption exercises and to offset income tax liabilities. The Corporation canceled these shares.



During 2004, the Corporation awarded an aggregate of 23,988
shares of restricted stock to certain employees pursuant to the
Corporation’s Equity Incentive Plan. Restricted stock is granted
in the name of the employee, who has all the rights of a share-
holder, subject to certain restrictions. The restricted stock vests
ratably over three years from the date of grant, subject to
acceleration in certain cases. The shares issued were previously
acquired treasury shares. Upon issuance of the restricted stock,
unearned compensation of $1,077,000 was charged to share-
holders’ investment for the fair value of the restricted stock and
Is being recognized as compensation expense ratably over the
three-year period. Compensation expense related to restricted
stock for the year ended January 1, 2005, was $237,000
($142,000 net of related taxes).

OPERATING LEASES

The Corporation leases certain manufacturing facilities, ware-
houses, office space, office equipment, automobiles and trucks.
Annual rentals amounted to $25,266,000, $24,512,000 and
$22,824,000 in 2004, 2003 and 2002, respectively. Minimum
rental commitments for the years 2005 through 2009 aggregate
$22,609,000, $18,781,000, $15,919,000, $12,394,000 and
$8,157,000, respectively, and $31,554,000, thereafter.

As the result of business decisions in prior years, the
Corporation is obligated for lease payments for three facilities
that are no longer in use. The costs of future lease obligations
including real estate taxes, less expected sub-lease income,
have been included in the consolidated balance sheets and
total $3,837,000 and $6,399,000 at January 1, 2005, and
January 3, 2004, respectively. Gross commitments for the
years 2005 through 2007 aggregate $2,206,000, $1,702,000
and $1,299,000, respectively.

EMPLOYEE BENEFIT PLANS

The Corporation has two pension plans covering substantially
ali employees. The plans are non-contributory and benefits
are based on an employee’s years of service and earnings. The
Corporation also maintains a non-qualified supplemental
retirement plan, which is not funded. The disclosures for this
plan for all years presented are combined with the pension
plans. The Corporation makes contributions to the qualified
plans each year in an amount that is at least equal to the
minimum required contributions as defined by the Employee
Retirement Income Security Act (ERISA) of 1974.
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The Corporation also provides non-contractual limited
healthcare benefits for certain retired employees. The program
provides for defined initial contributions by the Corporation
toward the cost of postretirement healthcare coverage. The
balance of the cost is borne by the retirees. The program
provides that increases in the Corporation’s contribution
toward coverage will not exceed 4% per year. Due to the
terms of the Corporation’s postretirement healthcare program,
assumed healthcare cost rate trends do not materially affect
the Corporation’s costs.

The Corporation’s postretirement healthcare program provides
for prescription drug benefits. On December 8, 2003, the
Medicare Prescription Drug, Improvement and Modernization
Act of 2003 (the Acrt) was signed into law. The Act introduced
a prescription drug benefit under Medicare (Medicare Part D).
In May 2004, the FASB issued Staff Position No. 106-2 (FSP
106-2), which provides accounting guidance to employers that
offer prescription drug benefits under retiree healthcare bene-
fit plans to Medicare eligible retirees. FSP 106-2 requires that
the benefit attributable to past service be accounted for as an
actuarial gain and the benefit related to current service be
reported as a reduction in service cost. The Corporation has
elected to integrate retiree healthcare coverage with the new
Medicare Part D, in a method similar to the way benefits
currently integrate with Medicare Parts A and B. In the

third quarter of 2004, the Corporation adopted FSP 106-2
retroactive to January 4, 2004.

The following table summarizes the effect of the implementa-
tion of FSP 106-2 on the components of net periodic
postretirement benefit cost for 2004:

XCLUDING\

" INCLUDING
1 DOLLARS IN THOUSANDS MEDICARE IMPACT MEDICARE IMPACT
} Accumulated postretirement benefit 1
| obligation as of January 1, 2004 $6.962 $13,560 |
["Components of net periodic 7 1
| benefit cost for 2004:
| “Service cost - benefits earned 1
during the year 395 820 ||
interest cost on projected T
_____ benefit obigation e f20 B33
[|  Amortization of transition obligation 208 208 ‘
| Amortization of net gain (498) o2y |
[ Nef periodic benefit cost T §'"5"2'5"'""""'s'"i','?'éié""”
X = —ee P
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Net periodic pension andjpostretirement benefit costs for the Corporation-sponsored plans, were as follows

e e e - e — T s S =y mm miemee o=
‘/ PENSION BENEFITS POSTRET\REMENT BENEFITS \
| DOLLARS IN THOUSANDS 2004 2003 2002 2003 2002 |
] P .

Service cost- beneflts earned durlng the year $ 8,182 S 6,437 $ 654 S 650

208

Amortization of net loss (gain) (1,041 (498) (202) (308)
. Net pension and postretirement benefits cost $ 7143 $ 5,755 S 2,189 $ 525 $1,397 $1,320
% LT T — ‘A haad —— g P —— Y g e ——————— r,fv(.__#i,,,;::—/

Significant assumptions used by the Corporation’s actuary in determining net pension and postretirement benefits expense for
the Corporation’s plans are as follows:

e ———— Tt o T e —em

P — ‘
/(/ PENSION BENEFITS POSTRETIREMENT BENEFITS \“
‘ ‘ 2004 2003 2002 2004 2003 2002 |
" Discount rate for periodic benefit cost 6.25% 6.75% 7.25% 6.25% 6.75% 725% |
“Rate of increase n compansation T e 40 T a0 TTTw a0 T =TT
| ‘Long-term rate of return on ﬁ;lan assefs e T T go T ST
= . _ . . =

The expected long term rdte of return on assets assumption was chosen from the range of likely results of compound average
annual returns over a 10-year time horizon based on the plan’s current investment policy. The expected return and volatility
for each asset class was bdsed on historical equity, bond and cash market returns during the period 1926 through 2004. While
this approach gives appropriate consideration to recent fund performance and historical returns, the assumption is primarily a
long-term, prospective rate. Based on the analysis, the expected long-term return assumption for our plan will remain at 9.0%.

All of the Corporation’s pénsion plans, except the supplemental retirement plan, have assets in excess of the accumulated benefit
obligation. The projected benefit obligation and accumulated benefit obligation for the supplemental retirement plan were
$11,928,000 and $10,101,000 in 2004, respectively, and $12,750,000 and $9,105,000 in 2003, respectively.

The following table preserits a reconciliation of the funded status of the plans using an assumed discount rate of 6.00% at
January 1, 2005, and 6.25% at January 3, 2004:

‘// o , 7 o o o PENSION BENE;ITS POST’RE:EEiMrENT BENEFITS\
i DOLLARS IN THOUSANDS ' 2004 2003 2004 2003 l
B Change in p_eneflt obt_l_qahon ________________________________________________________
| Benefit obiigation at beginding of year T T T S188,432 81281807 13,130 ST elE
| Servicecost i 9,186 8,182 395 654
Tnterest cost T 9965 8875 420 77
L ACtuaral loss (@ain) e 1302 18331 (5430) . 1398
| Participants’ contribations i S 999 7
. _Planamendments ] (1.501) = - (838)
. Benefits paid (5,931) (5136) (1,898) {1.210) |
‘. Benefit obligations at end of jyear 181,453 158,432 7,609 13130
mBNge M Dl aSSetS:
- Fair value of plan assets at beginning of year T 8,875 01860 e T A
UActualreturnonplan assets e 12928 AN
| i Employer_\gontrnbut@ns ;;;;;;;;;;;;;; 10,630 i 10,170 X 899 439
| Participants’ contributions i ) ) - 999 T f
Beneflts'pald T N B o T o3 (5,136)"" (1_5-9"8') 21007 1
. Fair value of plan assets at end of year 147,528 128,875 - -
| Plan assets less than benefit Ob.“EJ_‘?_t_'P_r_‘ __________________________________________________________________ 33925 . 29557 ... 7609 13130
| Unrecognized net actuarial gaih'(loss) _________________________ (42,057) @254y 8,606 3666
CUnrecognized prior-servicé cost 337 (1,358) - -
"Unrecé'g'h'fied transition obhé%tlon """""""""""""""""" S STTTTTR66T) (1.875)
| Accrued (prepaid) pension and postretirement benefits cost $ (7.835) $ (4,348) $14,548 $14921
s oo . S X & = S = = e



The following table details the accrued or prepaid benefit cost
recorded as of January 1, 2005, and January 3, 2004, as
related to the Corporation’s pension plans:

(/ACCRUED (PREPAID) BENEFIT COST: - N
" DOLLARS IN THOUSANDS 2004 2003 ‘
| Employees pensionplan __ S1387ra 510159) |
H__H_?_“f_'Y_.E’Ef’_S.i_?f_‘_P.'.a_ﬂ ___________________ @mn (4,238) |
‘l Supplemental retirement plan 10,784 10,049
_Total $ (7,835) $(4,348)
— . I,

The Corporation maintains target allocation percentages
among various asset classes based on an investment policy
established for the pension plan, which is designed to achieve
long-term objectives of return, while mitigating against
downside risk and considering expected cash flows. The current
weighted-average target asset allocations are as follows:
equity securities 70% and debt securities 30%. The investment
policy is reviewed periodically in order to achieve overall
objectives in light of current circumstances. There are no trust
assets invested in the common stock of the Corporation.

The Corporation’s pension plan weighted-average asset
allocations for the qualified plans at January 1, 2005, and
January 3, 2004, by asset category are as follows:

TOTAL PENSION BENEFITS \

|
“ 2004 2003
[
|

!
" Asset Category: L

The Corporation expects to make no contributions to its
qualified pension plans during 2005. A contribution of
$716,000 is expected to be made as benefit payments to retired
supplemental retirement plan participants. A contribution

of $496,000 is expected to be made as benefit payments to
retirees under the postretirement healthcare plan.

The following benefit payments, which reflect expected future
service, as appropriate, are expected to be paid:

//Z(j V T - PENSION POST%’E’TIREME’:N:\E
1i; DOLLARS IN THOUSANDS BENEFITS BENEFITS ;‘
| 2005 $ 6,281 $ 496 |
1008 e D518 269
2007 T 682l 219 |
L2008 I e
2005 e MTE 310 )
| 2010-2014 $46,618 $1852
N R
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Approximately 800 of the Corporation’s U.S. employees are
covered by multi-employer union-sponsored, collectively
bargained defined benefit pension plans. Pension expense
includes $1,436,000, $2,194,000 and $2,453,000 in 2004,
2003 and 2002, respectively, attributable to the multi-employer
plans. These costs are determined in accordance with the
provisions of negotiated labor contracts.

The Corporation has established an Incentive Savings Plan
(401k) for substantially all of its non-bargaining unit
employees. Employee contributions are partially matched by
the Corporation in accordance with criteria set forth in the
plan. Matching contributions charged to earnings for 2004,
2003 and 2002 were $3,346,000, $3,287,000 and
$3,023,000, respectively.

RESTRUCTURING

Effective January 1, 2003, the Corporation adopted SFAS
No. 146, “Accounting for Costs Associated with Exit or
Disposal Activities.” SFAS No. 146 addresses financial
accounting and reporting for costs associated with exit or
disposal activities and nullifies the previous guidance on

the subject. It requires, among other things, that a liability for
a cost associated with an exit or disposal activity initiated
after December 31, 2002, be recognized at fair value when the
liability is incurred rather than at the commitment date of
the exit or disposal plan.

On January 28, 2003, the Corporation announced a
restructuring involving its consumer catalog business and a
realignment of operating activities within its supply-chain
management services segment. The objective of the plan,
which was implemented throughout 2003, was to consolidate
certain operations, leverage existing capacity, improve
efficiencies and reduce costs.
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The reconciliation of the beginning and ending restructuring liabilities included in the balance sheet at January 1, 2005, and
January 3, 2004, are as follows:

- —— e — — e N
CHARGE TO OPERATIONS 2003 PAYMENTS/ LIABILITY BALANCE 2004 PAYMENTS/ LIABILITY BALANCE \\

—— =

‘i DOLLARS IN THOUSANDS DURING 2003 REDUCTIONS AT JANUARY 3, 2004 REDUCTIONS AT JANUARY 1, 2005
| Employee severance and benefits liabilities $939 $ 6,716 $2613 $2289 $ 324
| Facility costs o 2755 - 2755 1287 1468
' Impaired assets and other liabilities 4,868 3,975 893 893 -

Total $16952 $10,691 $6,261 $4,469 $1,792

N M - - o A

- - O SR —

Restructuring charges by segment for 2003 were:
/A SUPPLY-CHAIN N
" PRINTING MANAGEMENT  TOTAL CHARGES
N DOLLARS IN THOUSANDS SERVICES SERVICES IN 2003

Employee severance

ployee sev | ASSET IMPAIRMENT CHARGE

,..andbenefits WS 52058
. Facility costs 344 2,41 In the fourth quarter of 2002, the Corporation recorded a
" Impaired assets and non-cash asset impairment charge of $26.8 million. The

1 other liabilities 4,357 511 4,868 impairment charge included a reduction in the asset carrying
| Totat 11972 54980 S16952 | value of the Corporation’s digital content management
— ————— software product of $9.8 million based on an analysis of

The 2003 restructuring included the decision to exit three
facilities, the largest of which was the consumer catalog
facility in St. Paul, Minnesota. An asset impairment charge
totaling $4.4 million was recorded for machinery and
equipment, building and building improvements at this facility.
The remaining impairment|charges related to machinery,
equipment and fixtures at two facilities in the supply-chain
management services segment. Assets were reviewed for
recoverability and adjustedlto their fair value as appropriate
in the quarter in 2003 in which the decision to close the
facility was made, in accordance with the Corporation’s
accounting policy.

Employee severance amourits were determined based on the
Corporation’s policy and varied based on factors including

the tenure of the employee. Employee severance and benefit
charges in 2003 included $1.3 million of estimated costs to
exit certain multi-employer, defined benefit pension plans.

The restructuring activities were substantially completed in
2003, and the Corporation:did not record additional charges
in 2004 related to these activities.

future cash flow projections for the product. The charge

also included a $7.4 million write-off of the Corporation’s
investment in and advances to Banta G. Imagen S. de R. L.
de C.V., a Mexican joint venture based in Queretaro, Mexico.
The 50% equity interest was acquired in July of 1999 and
disposed of in 2003. The remaining components of the
impairment charge included a $3.9 million reduction in the
carrying value of assets held for sale in the print segment,

a $2.2 million goodwill impairment charge, and updated
assessments on other long-lived assets.

INCOME TAXES

The provision for income taxes consists of the following:

@LARS}N THO’WWWV S 77/77”2’00’4 '"*gofa:’. 2062\

w Cyrrent:
e $13,693 $14519 528744
S eeememenesnsnemamane 4707 4096 | 4390

)| Foreign 5163 4,381 3318
e eeecece e omecee e Lot 22090 36452

Deferred 11,862 4,804  (8450)

I| Provision for income taxes $37425 $27800 $28,002
N - - — e - I p——




Below is a reconciliation of the statutory federal income tax
rate and the effective income tax rate:

/f 7 7 N 2604 2003 ] 2002 \\
\ Stqtp_@g_r_yﬂfgt_j_gr_al_ income tax rate 35.0% 35.0% 35.0%_§
{| Foreign income tax '
| _rate differentpt (6.0) 63 39 |
i| State and focal income taxes, less “,
‘ _applicable feqt_e_r_a_l_l_@_)g_b_engfit .o 3.0 45

} Other, net 3.5 57 34

} Effective income tax rate 35.5% 37.4% 39.0% ‘
e 7

Temporary differences that give rise to the deferred tax assets
and liabilities at January 1, 2005, and January 3, 2004,
are as follows:

ﬁ)LLARS IN THOUSANDS 2004 2003 \\

Net current deferred tax assets:
Vacation accrual $ 3892 $ 3776 I

Net current deferred tax assets

et long-term deferred tax liabilities:

i Valuation allowance for capital
i loss carryforward

(6,123)

* Net long-term deferred tax liabilities $(25,622) $(14,793) ‘

(6,123)

No provision for U.S. income taxes or foreign withholding
taxes has been made on the undistributed earnings of foreign
subsidiaries as such earnings are considered to be permanently
invested. At January 1, 2005, the undistributed earnings
amounted to $126,758,000. In addition, no provision or
benefit for U.S. income taxes has been made on foreign
currency translation gains or losses.

The non-United States component of income before income
taxes was $32,913,000, $24,958,000 and $17,571,000 in
2004, 2003 and 2002, respectively.
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At January 1, 2005, the Corporation had capital loss
carryforwards of $16.3 million, of which $3.5 million expire
in 2005. To the extent that management believes there is
significant uncertainty regarding realization of such
carryforwards, valuation allowances have been provided.

On October 22, 2004, the American Jobs Creation Act of
2004 (the “Act”) was signed into law. The Act provides for
a special one-time deduction of 85 percent of certain foreign
earnings. The Corporation is currently evaluating the effects
of this repatriation provision, and expects to complete its
evaluation within a reasonable amount of time after further
clarification is provided by Congress or the Treasury
Department. The Corporation may repatriate as much as
$100 million of its foreign earnings, which would carry a
one-time tax charge to the Corporation’s consolidated results
of operations of up to approximately $8.5 million.

SEGMENT INFORMATION

The Corporation operates in three business segments:
printing services, supply-chain management services, and
healthcare products.

These operations are strategic business units that service
different markets and offer different products and services.
The accounting policies of the segments are the same as
those described in Note 1 Significant Accounting Policies.
The Corporation evaluates performance based on earnings
from operations. Summarized segment data for 2004, 2003
and 2002 are as follows:

(el




Banta Corporation

‘,//DOLLARS IN THOUSANDS ‘ 2004 2003 zoo;\
" Revenue: :

......................................... T T P T T TN ]

Printing services $1,010,100 $959,287 $ 977,282
Supply-chain management |

,“_____s_g_r_v_i_c_c_e_s____ ) 412,084 3_58,839____ 292,552 i
| Healthcare 101,068 100,371 96,593
\

Total | $1,523,252 $1418,497 $1366,457

' Earnlngs from operations

"§7 79052 §
| Supply-chain management

| services .4e716 35828 21754
: Healthcare 10,594 12,075 10,254
1 Total' ©§ 136,362 S 102,614 $ 110,047

i Total assets:

I 824052 5 517034 5 501
" Supply-chain management

‘ __“s_g_r_\{i_ces B 261,149

i Healthcare 49,909

} Total $ 835,210

i __(_Z_a]p_i_t_e_a[_t_agpenditures_: _______

| Printing services § 42119

| ""Supply-chain management

‘ services 7,285

| Healthcare 296
| Total' $ 49,700
|

| Depreciation and amortization: |

Supply-chain management '

L SeTVICES e 7090 .. 8190 14066
f Healthcare 2,372 3,295 3,725
Total' " 8§ 58055 $ 62326 $ 76924

i 1 Difference between segment total and the total included in the consolidated financial lj
| statements is unallocated corporaté headquarters amounts and $10.8 mitlion in J

unallocated corporate headquarters asset impairment charges in 2002,
— -

The following table presents a reconciliation of certain
segment information to the totals contained in the
consolidated financial statements:

DOLLARS IN THOUSANDS ) 2004 2003 ZOgZ\H

Earnlnqs from operatlons !

Interest expense (6,248)

‘"I'n'iiifé'sﬁtiﬁiéﬁééﬁn}ﬁeﬁﬁﬁ """""""" f"'ﬁiﬁﬁﬁﬁﬁﬁﬁﬁ: __________________
1| Other income (expense), net . 419 (1133) (639) | ‘
Earnings before income taxes $105,430 S 74,414 $ 71,801 “

Total assets:

Reportable seqment as ets

' Other unallocated amounts 70,659 113,151 105,149
| Consolidated total assets $905,573 $896,072 $805.264
S 4+ 7

Summarized geographic data for the Corporation’s operations
for 2004, 2003 and 2002 are as follows (revenue is attributed
to countries primarily based on location of operation):

ﬁoums IN THOUSANDS 2004 7 zorgs 2002\\
Revenue: 3
“United States  $1,200,897  $1146900  $1,161,287
Orreland TS 176,984 147261 107871
“Other foreign countries 145371 124336 97,299
$1,523,252 $1,418,497  $1,366,457
CAssets: T
“United States $ 667752 $ 690941 S 665462
Oreland 149133 19179 83306
“Other foreign countries 88,688 85952 56,496
l\ $ 905,573 S 896,072 S 805,264
X — A — e

SUBSEQUENT EVENTS

The Corporation announced on February 14, 2005, that it had
reached an agreement to sell substantially all of the assets of
its single-use healthcare products subsidiary, Banta Healthcare
Group, Ltd., to Fidelity Capital Investors, Inc. Fidelity Capital,
a private equity investment division of Boston-based Fidelity
Strategic Investments, will pay $67 million in cash in connection
with the sale of Banta Healthcare, which is headquartered

at its manufacturing facility in Neenah, WI. Closing of the
transaction, which is scheduled for the first quarter of 2005, is
subject to customary closing conditions, including the receipt
of financing and anti-trust clearance.

In a separate transaction related to the divestiture of Banta
Healthcare Group, the Corporation sold its warehouse in
Rialto, CA, to a California real estate investment company
for $7 million.

In February 2005, the Board of Directors approved a
$150 million share repurchase program, which replaced
the Corporation’s previous program.
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{Not Covered by Report of Independent Auditors)

The following table presents financial information by quarter for the years 2004 and 2003.

Report

76,142 71,557 77115 84,366

Restructuring charges included

f Quarter Ended Quarter Ended Quarter Ended Quarter Ended \
March June September December

DOLLARS IN THOUSANDS (EXCEPT PER SHARE DATA) 2004 2003 2004 2003 2004 2003 2004 2003 ‘

Revenue $373,072 $336,430 $367,638 $336,731 $380,331 $351,615 $402,211 $393,721 ‘

in net earnings, before taxes - % - 5553 - 2048 - 843
Litigation settlement included T
_Innetearnings beforetaxes e T 02 e R |
| -Ba_s_ig__e_gr_n_i_r]—g—s ;;er share 55 45 . 61 29 7 62 79 AT
|[Diluted earnings per share 54 pry 60 28 16 62 7

A5 —

©)
ol
O

RECORD AND MARKET PRICES

First Second Third Fourth
{1 PER SHARE OF COMMON STOCK Quarter Quarter Quarter Quarter

35.93

2700

@e stock prices listed above are the high and low trades. As of January 27, 2005, the Corporation had 1,642 shareholders of record.

//ﬁ"
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The following tables provide a reconciliation between net earnings and diluted earnings per share of common stock reported
in accordance with accounting principles generally accepted in the United States (GAAP) and those same measures excluding
special charges for the fiscal years ended January 1, 2005, January 3, 2004, December 28, 2002, December 29, 2001, and
December 30, 2000.

7 1 - w
DOLLARS IN THOUSANDS (EXCEPT PER SHARE DATA) 2004 2003 2002 2001 2000 i
GAAP net earnings, as reparted _$68,005 $46,614 $43,799 $49997 $58,743 i

IR AP A e memememememeesmsmssmmsanommenn

Special charges, after tax:
Restructuring charge

Write-off of investment

Net earnings excluding spetj:ial charges $68,005
GAAP diluted earnings per Share, as reported § 267 '$ 181§ 171§ 201 § 235
| Special charges per comman share, after tax: e e,
Restructuring charge B - 0.42 - - -

Write-off of investment - ; - - 0.30 -

Diluted earnings per share éxcluding special charges $ 267 ‘ $ 234 $ 235 $ 2.31 S 235

S ; : —
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JAMESON ADKINS BAXTER"?

is President of Baxter Associates Inc., a
private investments firm in Palatine, IL.
From 1974 to 1986, she was Vice President
of First Boston Corporation. Mrs. Baxter
has been a director since 1991.

JOHN F. BERGSTROM?®

is Chairman and Chief Executive Officer
of Bergstrom Corporation, Neenah, WI.
He has served in that capacity since 1974
when he co-founded the Corporation,
which today comprises businesses in three
primary areas: automobile sales and service,
credit life insurance and automotive fleet
leasing. Mr. Bergstrom has been a director
since 1998.

HENRY T. DENERO?*?

is an independent management consultant.
From 1999 to 2001 he was Chairman and
Chief Executive Officer of HomeSpace,
Inc., an Internet and homeowner services
provider. From 1995 to 1998 he was
Executive Vice President of First Data
Corporation, Denver, CO. From 1992 to
1994 he was Vice Chairman and Chief
Financial Officer of Dayton Hudson
Corporation. From 1974 to 1992 he was
in various positions with the management
consulting firm of McKinsey & Company,
most recently as a senior partner. Mr.
DeNero has been a director since 1996.

DAVID T. GIBBONS

is Chairman, President and Chief Executive
Officer of the Perrigo Company, the nation’s
largest manufacturer and marketer of store
brand over-the-counter pharmaceutical and
nutritional products. Mr. Gibbons joined
Perrigo in May 2000. His most recent
prior positions were at Rubbermaid,
where he served as President of the Home
Products Division and also as President of
Rubbermaid Europe. Before that, he spent
27 years with 3M, including executive
positions as General Manager of the
Home and Commercial Care Division and
the Ceramic Materials Division, and as
Managing Director of 3M Thailand.

Mr. Gibbons has been a Director since 2004,

PAUL C. REYELTS"?

is Senior Vice President and Chief Financial
Officer of The Valspar Corporation,
Minneapolis. Mr. Reyelts joined Valspar
in 1982 as Chief Financial Officer and
was promoted to Senior Vice President —
Finance and Chief Financial Officer in
1998. From 1976 to 1982 he was Vice
President — Corporate Finance with Piper
Jaffray & Hopwood, Inc., Minneapolis.
Mr. Reyelts has been a director since 2003,

RAY C. RICHELSEN"?

is the retired Executive Vice President of
3M’s Transportation, Graphics and Safety
Markets, St. Paul, MN. He joined 3M in
1963 as a project engineer, advancing
through several positions before becoming
Manufacturing Director, 3M Europe, in
1980. Mr. Richelsen was named Executive
Director, International Manufacturing in
1982; Division Vice President/General
Manager, Traffic Controls Materials in
1984; and Managing Director, 3M France
in 1987. He then served as Group Vice
President for three different 3M groups
before assuming the position from which
he retired in 1998. Mr. Richelsen has been
a director since 1998.
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STEPHANIE A. STREETER

is Chairman, President and Chief Executive
Officer of Banta Corporation. She joined
Banta in January 2001 as President and
Chief Operating Officer, having previously
been Chief Operating Officer of idealab!,
Pasadena, CA. Ms. Streeter served in
various executive management positions
with Avery Dennison Corporation
beginning in 1985, and served as Group
Vice President, Worldwide Office Products
from 1996 to 2000. She has been a
director since July 2001.

MICHAEL J. WINKLER®

is Executive Vice President, Customer
Solutions Group, and Chief Marketing
Officer, Hewlett Packard Company,
Houston, TX, having served as an executive
with Compaq Computer Corporation

from 1995 to 2002. He was Vice President
and General Manager of Toshiba America
Information Systems Inc. from 1991 to
1995. Before that, Mr. Winkler served as
Vice President of Worldwide Marketing,
Printing Systems with Xerox Corporation.
Mr. Winkler has been a director since 1996.

'"Member of Audit Committee

2Member of Compensation Committee

*Member of Nominating and Corporate
Governance Committee
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CORPORATE OFFICERS.

STEPHANIE A, STREETER
Chairman, President and
Chief Executive Officer

GEOFFREY J. HIBNER
Chief Financial Officer

DAVID F. ENGELKEMEYER
Vice President,
Worldwide Operations

RONALD D. KNEEZEL
Vice President,
General Counsel and Secretary

PRINT SECTOR

DENNIS J. MEYER
Vice President,
Marketing and Planning

FRANK W. RUDOLPH
Vice President,
Human Resources

!

©

BANTA BOOK GROUP
Appleton, WI

Atlanta, GA

Eden Prairie, MN

Green Bay, WI
Harrisonburg, VA
Johnson City, TN
Kaukauna, W1
Menasha, W1

Spanish Fork, UT

BANTA CATALOG GROUP
Minneapolis, MN

BANTA DIRECT
MARKETING GROUP
Chanhassen, MN
Danbury, CT

Elk Grove Village, IL

BANTA LITERATURE
MANAGEMENT GROUP
Cambridge, MA
Greenville, WI

Lancaster, PA

Milwaukee, WI

Oakdale, MN

Shakopee, MN

Spanish Fork, UT

BANTA PUBLICATIONS
GROUP

Greenfield, OH

Liberty, MO

Long Prairie, MN

e

OPERATING EXECUTIVES

MICHAEL B. ALLEN
President,
Banta Print Sector

JAMES M. CYZE
President,
Banta Direct Marketing Group

MARK W. DETERDING
President,
Banta Catalog Group

ROBERT A. KREIDER
President,
Banta Book Group

DANIEL E. THORNTON
President,

Banta Literature
Management Group

KIMBERLY D. WILLIAMS
President,
Banta Publications Group

SUPPLY-CHAIN
MANACEMENT SECTOR

TERRY J. MARGOLIS
President,

Banta Supply-Chain
Management Sector

PATRICK G. KEOHANE
President,

Banta Supply-Chain
Management Group

KEVIN M. MCNAMARA
Executive Vice President,
Banta Healthcare Group

SARA ARMBRVUSTER
Director,
Business Development

ADDIS T. HILLIKER
Vice President,
Corporate Supply-Chain
Management

GINGER M, JONES
Vice President,
Corporate Controller

HEALTHCARE
PRODUCTS

BANTA GLOBAL
TURNKEY GROUP
Fremont, CA
Houston, TX

Plover, WI
Apeldoorn, Netherlands
Cork, Ireland
Debrecen, Hungary
Edinburgh, Scotland
Limerick, Ireland
Penang, Malaysia
Shenzhen, China
Singapore

Hong Kong

BANTA HEALTHCARE GROUP

Neenah, WI
Rialto, CA
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ONLINE INFORMATION

For more information on Banta
Corporation, including copies
of its latest news releases, visit
the Corporation’s Web site at
www.banta.com.

LEGAL COUNSEL
Foley & Lardner, Milwaukee, W1

AUDITORS
Ernst & Young LLP, Milwaukee, WI

ANNUAL MEETING

The Annual Meeting of Shareholders
is scheduled to begin at 2 p.m., Central
time, on Tuesday, April 26, 20035,

at the Radisson Paper Valley Hotel,
333 West College Ave., Appleton, WI.

FORM 10-K

Copies of the Form 10-K filed

with the Securities and Exchange
Commission can be obtained by writing
Ronald D. Kneezel, Vice President,
General Counsel and Secretary,

Banta Corporation, P.O. Box 8003,
Menasha, WI 54952-8003.

MANABEMENT CERTIFICATIONS

DIVIDEND REINVESTMENT
AND STOCK PURCHASE PLAN
BN A common stock Dividend
Reinvestment and Stock
LISTED o

Purchase Plan is available
NYSE to employees and
shareholders of record. Dividends
and optional cash investments are
used to buy shares of the Corporation’s
common stock at market value in
accordance with the Plan.

For information, please contact:

American Stock Transfer &

Trust Company

59 Maiden Lane, Plaza Level

New York, NY 10038

Shareholder Services: 1-800-937-5449
Dividend Reinvestment: 1-800-278-4353

The Corporation has filed with the Securities and Exchange Commission, as exhibits
to its Annual Report on Form 10-K for the fiscal year ended January 1, 2003, the
certifications of the Chief Executive Officer and the Chief Financial Officer of the
Corporation required by Section 302 of the Sarbanes-Oxley Act.

The Corporation has submitted to the New York Stock Exchange the Annual CEQO
Certification required by Section 303A.12(a) of the New York Stock Exchange

Listed Company Manual.
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Electronic prepress by Banta Premedia Services, and printing and binding by Banta Direct Marketing - Minneapolis
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