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 The total intrinsic value, cash received and actual tax benefit realized for stock options exercised in 2008, 2007 and 2006 is 
as follows: 

  2008   2007  2006 
Stock options exercised    

Intrinsic value................................................................................................  $ 6 $ 3,281 $ 1,070 
Cash received ................................................................................................   17  8,449  2,990 
Actual tax benefit realized ............................................................................   —  856  346 

 
 The stock options outstanding at November 1, 2008 had a remaining average term of 4.9 years, while the stock options 
exercisable had a remaining average term of 4.6 years.  Options outstanding had no intrinsic value, and as of 
November 1, 2008, there was a total of $7,130 of unrecognized compensation cost for stock-based compensation awards, of 
which the Company expects to recognize $6,080 as compensation expense, which is net of expected forfeitures.  The 
unrecognized compensation cost is expected to be recognized over a weighted average period of 2.4 years.   
  
8)  Former Chief Executive Officer’s Arrangement 
 

During 2007, the Company entered into a Separation Agreement and Release (the “Separation Agreement”), with its 
former President and Chief Executive Officer, George A. Abd, effective July 16, 2007 (the “Effective Date”).  Mr. Abd 
resigned as an officer and director of the Company as of the Effective Date, but remained an employee until October 14, 2007 
(the “Termination Date”).  During this period, Mr. Abd served the Company in an advisory capacity. 
 

The Separation Agreement included various terms and conditions pertaining to Mr. Abd’s resignation from the Company. 
The payments and benefits to be paid to Mr. Abd under the Separation Agreement include, but are not limited to, the following 
major provisions: 
 

• Severance compensation in accordance with the terms of the Corporation’s Severance and Noncompetition Policy and 
Agreement with Mr. Abd which is based on a multiple of his former annual salary and the average of his bonus 
payments earned during the prior three fiscal years, totaling $2,224.  Of this amount, $1,112 was paid in 2008, and the 
remaining $1,112 will be paid in equal monthly installments through 2009. 

 
• Compensation of $62 for the period between the Effective Date through the Termination Date at a rate of one-third of 

Mr. Abd’s former annual salary. 
 

• In accordance with the terms of the applicable stock option plans and agreements, 168,687 vested stock options were 
exercisable until the Termination Date, and an additional 32,250 vested stock options will expire within three years of 
the Termination Date and will remain exercisable until their stated expiration dates.  All stock-based compensation 
awards that were not vested as of the Termination Date were forfeited.  As a result, $368 of stock-based compensation 
expense was reversed as income during 2007 for awards that were previously expected to vest, but were forfeited.  

 
The provisions of the Separation Agreement resulted in a $1,856 net charge to operating earnings in 2007, which 

represents the $2,224 of severance less the $368 reversal of stock-based compensation during the third quarter and was 
included in selling, general and administrative expenses in the consolidated statements of operations. 
 
9)  Long-Term Debt  
 

Long-term debt consisted of the following at November 1, 2008 and November 3, 2007: 
  2008   2007 
   
2006 Senior Notes ....................................................................................... $ 50,000 $ 50,000
2004 Senior Notes .......................................................................................  150,000  150,000
Bank credit facilities....................................................................................  41,600  91,400
Bank term loan ............................................................................................  19,113  28,822
Other............................................................................................................  13,941  14,061
  274,654  334,283
Less current maturities ................................................................................  20,428  448
 $  254,226 $  333,835
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In March 2008, the Company amended its revolving credit facility.   The amendment was effective during the second and 
third quarters of 2008 and automatically terminated if the Company did not meet certain covenants, including a minimum 
adjusted Earnings before Interest, Taxes, Depreciation and Amortization (“adjusted EBITDA”).  Prior to the end of the third 
quarter, the Company further amended this agreement to waive the Company's expected failure to comply with the minimum 
adjusted EBITDA requirement.  The Company entered into a 48-day waiver agreement to provide the necessary time to enter 
into a longer term solution.  The waiver agreement increased the interest rate on the outstanding borrowings under the 
revolving credit agreement during the waiver period to LIBOR plus 3.50%, permanently reduced the aggregate commitments 
under the revolving credit agreement to $175,000, with capacity during the waiver period limited to $150,000, and limited 
dividends to $1,650 during any fiscal quarter.   
  

Prior to the expiration of the waiver period, the Company amended its revolving credit agreement on September 10, 2008.  
At the same time, the Company amended its 2006 Senior Notes, 2004 Senior Notes and Euro bank term loan.  Under the 
amendments, each facility is now secured with collateral which includes the Company’s accounts receivable, inventory, 
machinery and equipment, and intangible assets.  Capacity under the revolving credit agreement was reduced from $300,000 to 
$145,000.  This capacity could increase $30,000 if the Company meets certain financial performance metrics, but capacity will 
be permanently reduced annually based on mandatory principal payments resulting from a percentage of excess cash flow.  
After the excess cash flow payment in the first quarter of 2009, the Company’s availability under it bank credit facilities will be 
permanently reduced by $10,112.  At November 1, 2008, the unused portion of the credit facilities was $95,361, of which 
$56,092 was available under the most restrictive covenant which will not be impacted by the 2009 excess cash flow payment.   

 
Under the amendments, the Company is restricted from entering into any non-permitted acquisitions, repurchasing shares 

of its common stock, paying dividends in excess of $1,650 per quarter and limits the amount the Company can spend for 
capital expenditures.  The leverage ratio has been amended to provide maximum leverage of 4.25 until January 30, 2009, 4.00 
until July 31, 2009, 3.75 until January 29, 2010, and 3.50 thereafter.  The amendment also included a new fixed charge 
coverage ratio.  The minimum fixed charge coverage ratio is 1.50 through fiscal 2009, 1.75 for the first and second quarters of 
2010, and 2.25 thereafter. 

 
On June 5, 2006, the Company completed a $50,000 private placement of 5.78% Senior Unsecured Notes, which are 

payable on June 5, 2011.  The 2006 Notes do not require annual principal payments other than the repayments resulting from a 
percentage of excess cash flow realized by the Company.  As described above, on September 10, 2008, the Company amended 
this agreement and the interest rate increased to 6.82%.  Interest is payable semiannually on December 5 and June 5 of each year.   

 
On September 15, 2004, the Company completed a $150,000 private placement of 5.54% Senior Unsecured Notes over a 

12-year term.  The 2004 Notes require equal annual principal payments of $30,000 that commence on September 15, 2012 in 
addition to the repayments resulting from a percentage of excess cash flow realized by the Company.  As described above, on 
September 10, 2008, the Company amended this agreement, and the interest rate increased to 6.58%. Interest is payable 
semiannually on March 15 and September 15 of each year.   
 

On February 16, 2005, the Company entered into a 20,000 Euro bank term loan that matures on February 16, 2010.  In 
July 2008, the Company paid 5,000 Euro ($7,876 U.S.) of principal on this bank loan.  As described above, on 
September 10, 2008, the Company amended this agreement.  Interest on the term loan is payable monthly at a floating rate 
chosen by the Company equal to either the one-month, three-month, or six-month EURIBO rate plus a 2.25% borrowing 
margin.  At November 1, 2008, the 15,000 Euro term loan was outstanding at a rate of 7.15%.   
 

Under the amendments, the Company is required to pay a ratable percentage of its excess cash flow (as defined in the 
agreements) to the lenders of the bank credit agreement, the 2006 senior noteholders, the 2004 senior noteholders and the Euro 
bank term loan noteholders.  Based on the Company’s results in the fourth quarter of 2008, it will be required to make a 
$19,267 payment in first quarter 2009 and this amount is classified as current maturities of long-term debt.  For 2009 and 
thereafter, the Company will continue to be required to pay the principal on these debt agreements based on the percentage of 
its annual excess cash flow until such obligations are paid in full.     

 
The Company is not required to make any other principal payments on its bank credit facility, the 2006 Senior Notes, the 

2004 Senior Notes, or the Euro bank term loan within the next year except the excess cash flow payments discussed above.  
Borrowings under these facilities are classified as long term because the Company has the ability and intent to keep the 
balances outstanding over the next 12 months.   

 



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS – CONTINUED 
(Dollars in thousands, except per share amounts) 

  

39 

At November 1, 2008, the Company had one-month LIBOR-based loans outstanding under the bank credit facilities of 
$20,000 at 6.84% and $20,000 at 5.47%, and additional prime-based borrowings of $1,609 at 5.25%.  At November 3, 2007, 
the Company had LIBOR-based loans outstanding under the bank credit facilities of $75,200 at 5.7% and $13,000 at 5.4%, and 
additional borrowings of $3,200 at the prime rate of 7.5%.  In addition to the outstanding loans, the bank credit facility was 
also partially utilized by several standby letters of credit amounting to $8,039 at November 1, 2008. 
 

The Company’s other debt consists primarily of industrial revenue bonds and capital lease obligations utilized to finance 
capital expenditures.  These financings mature between 2009 and 2019 and have interest rates ranging from 2.0% to 12.5%.  

 
Scheduled maturities of long-term debt for the next five years and thereafter are:  
 

  Year Ended   Maturities  
2009....................................................................................................................................  $ 20,428 
2010....................................................................................................................................    17,931 
2011....................................................................................................................................    87,728 
2012....................................................................................................................................    30,551 
2013....................................................................................................................................    30,475 

Thereafter ....................................................................................................................    87,541 
 

$ 274,654 
 

While the Company currently expects to be in compliance with its covenants in the next twelve months, the Company’s 
failure to comply with the covenants or other requirements of  financing arrangements is an event of default and could result in, 
among other things, acceleration of the payment of our indebtedness, which could adversely impact our business, financial 
condition, and results of operations. 
 
10)  Shareholders’ Equity  
 

The authorized capital stock of the Company consists of 55 million shares of $.75 par value common stock and 4 million 
shares of $1 par value preferred stock.  At November 1, 2008, the Company had 33 million common shares issued and 
2.6 million shares of common stock were held in treasury shares, primarily for issuance under the Company’s stock-based 
compensation plans.  During 2008, 236,802 common stock shares were issued from treasury, of which 200,000 of these shares 
were sold to the Chairman of the Board of Directors.  By prior agreement, the price per share was equal to the New York Stock 
Exchange closing price of the Company’s common stock on the date of sale, which was $14.06. 

 
In September 2007, The Company’s Board of Directors approved the repurchase of up to 2 million shares of the 

Company’s stock.  As part of this plan, the Company acquired 524,000 and 1,456,700 shares in 2008 and 2007, respectively.  
As discussed in Note 9, no further repurchases are allowed under the Company’s amended debt agreements dated 
September 10, 2008. 
 

The Company has a Shareholder Rights Plan in which Rights trade with, and are inseparable from, each share of common 
stock.  Prior to exercise, a Right does not give its holder any dividend, voting, or liquidation rights.  If a new person or group 
acquires beneficial ownership of 15% or more of the Company’s common stock, a Right may be exercised to purchase one 
one-thousandth of a share of Series Z Preferred Stock for $70 per share.  The Rights will expire on April 2, 2011 and may be 
redeemed by the Company for $.01 per Right at any time before a new person or group becomes a beneficial owner of 15% or 
more of the Company’s outstanding common stock. 
 
11)  Income Taxes 

 
Earnings (loss) before income taxes consist of the following: 
 

  
  2008  2007   2006 
United States .........................................................................  $ (237,383) $ 51,605 $ 56,254
Non-U.S. operations..............................................................   (11,523)  3,205  8,684

 $ (248,906) $ 54,810 $ 64,938
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The provision for (benefit from) income taxes for 2008, 2007, and 2006 is comprised of the following: 
  
  2008   2007   2006  
Current:    

Federal ...............................................................................  $ 57 $ 14,390 $ 16,294
State and local....................................................................   (1,144)  2,119  1,978
Foreign...............................................................................   1,454  2,399  4,810

Total current .................................................................   367  18,908  23,082
Deferred:    

Federal ...............................................................................    (47,528)   1,371   4,039
State and local....................................................................   (7,592)  167  594
Foreign...............................................................................    (2,041)   518   (1,575)

Total deferred ...............................................................   (57,161)  2,056  3,058
Provision for (benefit from) income taxes.............................  $ (56,794) $ 20,964 $ 26,140

 
The income tax provision (benefit) of the Company differs from the amounts computed by applying the U.S. Federal tax 

rate of 35% as follows: 
  2008   2007   2006 
Federal income tax provision (benefit) at statutory rate........  $ (87,117) $ 19,184 $ 22,728 
State income taxes, net of applicable federal income tax 

benefit ................................................................................  (4,748) 1,485 1,672 
Impairment of non-deductible goodwill................................  34,508 — 1,106 
Foreign valuation allowance .................................................  3,078 944 541 
Net changes in FIN 48 liabilities/reserve ..............................  (1,764) — — 
Expensing of stock options ...................................................  184 260 380 
Manufacturing deduction ......................................................  (126) (477) (468)
Research and development tax credit ....................................  (500) (989) (74)
Other .....................................................................................    (309)   557   255 
 $ (56,794) $ 20,964 $ 26,140 

 
The increase in tax expense from the impairment of goodwill represents the portion of goodwill impairments that were not 

deductible for tax purposes.  For fiscal year 2006, the Company recorded a partial benefit for research and development tax 
credits since this credit expired on December 31, 2005.  In December 2006, the government approved legislation that extended 
the credit retroactively.  As a result, the Company recognized this benefit in the first quarter of 2007. In September 2008, the 
government approved legislation that extended the credit retroactively to the Company's 2008 tax year. 

 
The increase in tax benefit from the impairment of goodwill represents the portion of goodwill impairments that were not 

deductible for tax purposes.  The Company did not record the benefit of a research and development tax credit during 2006, as 
this credit expired on December 31, 2005.  In December 2006, the government approved legislation that extended the credit 
retroactively.  As a result, the Company recognized this benefit in the first quarter of 2007. In September 2008, the government 
approved legislation that extended the credit retroactively to the Company's 2008 tax year. 

 
At November 1, 2008 and November 3, 2007, the Company’s principal components of deferred tax assets and liabilities 

consisted of the following: 
 

  2008   2007 
Deferred tax assets:   

Employee benefits and compensation.......................................................... $ 5,118 $ 3,956
Workers’ compensation ...............................................................................   1,385   1,368
Inventory capitalization and reserves...........................................................   1,414   1,525
Reserve for product returns..........................................................................   950   782
Deferred compensation benefit plans...........................................................   732   978
Bad debt reserves.........................................................................................   1,831   624
Foreign net operating loss............................................................................   3,034   3,072
Valuation allowance ....................................................................................   (5,332)   (2,587)
Other ............................................................................................................   2,707   930

Total deferred tax assets........................................................................... $ 11,839 $ 10,648
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  2008   2007 
Deferred tax liabilities:   

Property, plant and equipment ..................................................................... $ (51,038) $ (59,008)
Goodwill and other intangibles....................................................................   (4,230)   (53,393)
Inventory capitalization and reserves...........................................................   (1,339)   (1,189)
Other ............................................................................................................   (93)   (801)

Total deferred tax liabilities ..................................................................... $ (56,700) $ (114,391)
   

Net deferred income tax liability .......................................................... $ (44,861) $ (103,743)
 

At November 1, 2008 and November 3, 2007, the net current deferred tax asset was $11,655 and $8,254, respectively, and 
the net noncurrent deferred tax liability was $56,516 and $111,997, respectively.  
 

As of November 1, 2008, no deferred income taxes or foreign withholding taxes have been provided on the $48,329 in 
accumulated earnings of the Company’s foreign subsidiaries that are not subject to United States income tax.  The Company’s 
intention is to reinvest these earnings indefinitely.  If the Company changed its intentions or if such earnings were remitted to 
the United States, as of November 1, 2008, the Company would be required to recognize approximately $7,000 to $8,700 of 
additional income tax expense.   

 
As of November 1, 2008, the Company had approximately $18,129 in net operating losses and gross deferred tax assets 

which related to the France and Mexico operations. The Company assessed the likelihood as to whether or not the benefit of 
these net operating losses and deferred tax assets would be realized based on the amount of positive and negative evidence 
available. The Company determined that a valuation allowance of $15,997 was required for the amount of these assets that 
cannot be carried back or utilized through tax planning strategies. These assets do not expire and would be realized upon 
consistent future earnings that are sustained over a period of time. 

 
On November 4, 2007, the Company adopted the provisions of FIN 48. FIN 48 addresses the accounting for uncertain tax 

positions that a company has taken or expects to take on a tax return. As a result of the implementation of FIN 48, the Company 
recognized an increase in total unrecognized tax benefits of $120 and accounted for this increase as a cumulative effect of a 
change in accounting principle, which resulted in a decrease to retained earnings. As of the date of adoption, the Company had 
net unrecognized tax benefits of $2,789 ($3,325 gross unrecognized tax benefits) recorded in accrued liabilities and other 
liabilities (long term) on the consolidated balance sheet, which includes interest and penalties. If none of these liabilities are 
ultimately paid, income tax expense would be reduced by $2,789, which would lower the Company's effective tax rate. 

 
The amount of net unrecognized tax benefits as of November 1, 2008 was $889 ($1,021 gross unrecognized tax benefits), 

which includes interest and penalties. If none of these liabilities are ultimately paid, income tax expense would be reduced by 
$889, which would lower the Company's effective tax rate. The primary difference between gross unrecognized tax benefits 
and net unrecognized tax benefits is the U.S. federal tax benefit from state tax deductions. The following table shows the 
activity related to gross unrecognized tax benefits excluding interest and penalties during fiscal year ended November 1, 2008. 

 
 
  2008  
Unrecognized tax benefits, beginning of year .......................  $ 2,465 
Additions based on current year tax positions.......................   239 
Additions for prior year tax positions....................................   290 
Reductions for prior year tax positions..................................   (623) 
Settlements with tax authorities.............................................   (342) 
Lapses in statutes of limitations ............................................   (1,255) 
Unrecognized tax benefits, end of year .................................  $ 774 

 
Upon adoption of FIN 48, the Company changed its accounting policy to include interest and penalties related to income 

taxes in income tax expense. Prior to the adoption of FIN 48, interest was included within interest expense, and penalties were 
included within selling, general and administrative expenses. As of the date of adoption of FIN 48, the Company had accrued 
approximately $631 for the payment of interest and penalties relating to unrecognized tax benefits recorded in accrued 
liabilities and other liabilities (long-term) on the consolidated balance sheet. The related accrual for interest and penalties as of 
November 1, 2008 was $202. 
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The Company is currently the subject of several income tax audits in multiple jurisdictions. The Company expects that 
within the next 12 months, it will reach closure on certain of these audits. Under the assumption that these audits are settled 
within the next 12 months, it is anticipated that the gross unrecognized tax benefits will decrease by $278. 
 

The Company files U.S. federal, U.S. state, and foreign income tax returns. The Internal Revenue Service completed its 
examination through 2006; nevertheless, the statutes of limitations for U.S. federal income tax returns are open for fiscal year 
2005 and forward.  For state and foreign returns, the Company is generally no longer subject to tax examinations for years 
prior to 2002. 
 
12) Earnings (Loss) Per Share 
 

Basic earnings (loss) per share excludes any dilution and is computed by dividing net earnings (loss) available to common 
stockholders by the weighted average number of common shares outstanding for the period.  Diluted earnings (loss) per share 
reflects the potential dilution that could occur if securities or other contracts to issue common stock were exercised or converted 
into common stock or resulted in the issuance of common stock that then shared in the earnings of the entity. 

 
The reconciliation of the net earnings (loss) and weighted average number of common shares used in the computations of 

basic and diluted earnings (loss) per share for 2008, 2007, and 2006 was as follows (shares in thousands): 
 
   2008    2007    2006 
 Loss Shares Earnings Shares Earnings Shares 
       
Basic earnings (loss) per share computation ...... $ (192,112)  30,264 $ 33,846  31,966 $ 38,798  32,092

Dilutive shares .............................................  —  —  —  214  —  205
Diluted earnings (loss) per share computation.... $ (192,112)   30,264 $ 33,846   32,180 $ 38,798   32,297

 
The effect of dilutive shares represents the shares resulting from the assumed exercise of outstanding SARS and stock 

options as well as the assumed vesting of restricted stock, restricted stock units and performance shares.  The dilution from 
each of these instruments is calculated using the treasury stock method.  In 2008, all outstanding equity compensation 
instruments were excluded from the calculation of diluted earnings per share because they were antidilutive.    
 
13) Employee Benefits 
 

The Company sponsors or contributes to various defined contribution retirement benefit and savings plans covering 
substantially all employees.  The total cost of such plans for 2008, 2007 and 2006 was $2,050, $3,358, and $2,827, 
respectively. 
 
14) Cash Flow and Other Information 
 

Supplemental information on cash flows for 2008, 2007, and 2006 was as follows: 
 

  2008  2007   2006 
Cash paid during the year for:    

Interest............................................................................  $ 18,829 $ 16,586 $ 19,801 
Income taxes ..................................................................    257   21,838   23,809 

    
Schedule of business and outsourcing acquisitions:    

Fair value of assets acquired ..........................................  $ 187 $ 78,033 $ — 
Liabilities assumed.........................................................   605  (16,662)  — 
Purchase price adjustments ............................................   —  —  — 

Total cash paid..........................................................  $ 792 $ 61,371 $ — 
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15) Commitments and Contingencies 
 

The Company conducts certain of its operations in facilities under operating leases.  Rental expense in 2008, 2007, and 
2006, was $10,197, $10,118 and $10,699, respectively.  Future minimum lease payments under non-cancelable operating 
leases, by year, are as follows: 

 
 
  Year Ended  

Operating 
 Leases 

2009.........................................................................................................................................  $ 6,974
2010.........................................................................................................................................   4,264
2011.........................................................................................................................................   2,729
2012.........................................................................................................................................   1,115
2013.........................................................................................................................................   706
     Thereafter ...........................................................................................................................   200

 $ 15,988
 

In September 2003, the New Jersey Department of Environmental Protection issued a directive and the United States 
Environmental Protection Agency (“USEPA”) initiated an investigation related to over 70 companies, including a Spartech 
subsidiary, regarding the Lower Passaic River.  The subsidiary subsequently agreed to participate in a group of over 40 
companies in funding an environmental study by the USEPA to determine the extent and source of contamination at this site.  
In 2006, the USEPA asked the group to assume the responsibility for completing the study, and in the fourth quarter of 2006, 
the Company recorded a $627 charge in selling, general and administrative expense primarily for the subsidiary’s expected 
funding to complete the study.  In 2008 and 2007, the Company paid $111 and $138, respectively, toward the study.  As of 
November 1, 2008 and November 3, 2007, the Company had $500 and $607, respectively, accrued related to its share of the 
funding and related legal expenses.  The Company expects the group’s commitment to be funded for the next five years, the 
expected time frame to complete the study.  Due to uncertainties inherent in this matter, management is unable to estimate the 
Company’s potential exposure, including possible remediation or other environmental responsibilities that may result from this 
matter, which is not expected to occur for a number of years.  These uncertainties primarily include the completion and 
outcome of the environmental study and the percentage of contamination attributable to the subsidiary and other parties.  It is 
possible that the ultimate liability resulting from this issue could materially differ from the November 1, 2008 accrual balance.  
In the event of one or more adverse determinations related to this issue, the impact on the Company’s results of operations 
could be material to any specific period.  However, the Company’s opinion is that future expenditures for compliance with 
these laws and regulations, as they relate to the Lower Passaic River issue and other potential issues, will not have a material 
effect on the Company’s capital expenditures, financial position, or competitive position.  

 
The Company is also subject to various other claims, lawsuits, and administrative proceedings arising in the ordinary 

course of business with respect to commercial, product liability, employment, and other matters, several of which claim 
substantial amounts of damages.  While it is not possible to estimate with certainty the ultimate legal and financial liability 
with respect to these claims, lawsuits, and administrative proceedings, the Company believes that the outcome of these other 
matters will not have a material adverse effect on the Company’s financial position or results of operations. 

 
16) Segment Information 
 
 The Company utilizes operating earnings (loss) excluding the impact of foreign exchange to evaluate business segment 
and group performance and determine the allocation of resources.  To improve the evaluation of this performance measure, the 
Company changed its reporting of segment results in 2008 to exclude the impact of foreign currency exchange gains and losses 
because these amounts primarily result from intercompany balances between segments.  The Company’s segment reporting 
was also changed to no longer allocate certain information systems and professional fee expenses to segment operating results.  
Accordingly, the Company’s segment operating results below are presented in this manner, which is consistent with 
management’s evaluation metrics, and years presented have been changed to conform to the current year presentation. 

 
Segment and group accounting policies are the same as policies described in Note 1.  A description of the Company’s 

reportable segments and group follows: 
 

Custom Sheet and Rollstock – This segment manufactures extruded plastic sheet, custom rollstock, laminates, and cell 
cast acrylic sheet in North America.  Its finished products are formed by its customers for use in a wide variety of markets.  
This segment operates throughout North America and has one plant in Europe. 
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Packaging Technologies – This segment provides various packaging solutions including clamshells, blisters, tubs, lids and 
display packaging.  Its finished products are used by its customers to distribute, ship, protect and display their products.  This 
segment operates throughout North America. 
 

Color and Specialty Compounds – This segment manufactures custom-designed plastic alloys, compounds, color 
concentrates, and calendered film for utilization in numerous applications.  This segment’s facilities comprise operating 
segments that are aggregated into a reportable segment based on the nature of the products manufactured.  This segment 
operates throughout North America and has one plant in Europe. 
 

Engineered Products – This group manufactures a number of proprietary items including injection molded products, 
complete thermoplastic wheels and tires, and profile extruded products.  This group of operating segments has facilities located 
throughout North America and is combined because each operating segment does not meet the materiality threshold for 
separate disclosure. 
 

Corporate operating losses include corporate office expenses, information technology costs, professional fees, and the 
impact of foreign currency exchange that are not allocated to the reportable segments and group.  Corporate assets consist 
primarily of property, plant and equipment and deferred taxes. 

 
  2008   2007   2006 
Net sales:    

Custom Sheet and Rollstock...................................................... $ 637,114 $ 674,751 $ 709,098 
Packaging Technologies............................................................  274,363  253,718  233,959 
Color and Specialty Compounds...............................................  414,037  446,804  462,987 
Engineered Products..................................................................  73,379  76,710  79,553 

 $ 1,398,893 $ 1,451,983 $ 1,485,597 
Operating earnings (loss):    

Custom Sheet and Rollstock...................................................... $ (100,128) $ 44,189 $ 54,342 
Packaging Technologies............................................................  18,808  26,121  26,106 
Color and Specialty Compounds...............................................  (97,954)  23,144  28,345 
Engineered Products..................................................................  (13,297)  9,625  4,494 
Corporate...................................................................................  (35,761)  (30,640)  (21,863)

 $ (228,332) $ 72,439 $ 91,424 
Assets:    

Custom Sheet and Rollstock...................................................... $ 280,907 $ 396,474 $ 396,959 
Packaging Technologies............................................................  207,427  239,377  161,187 
Color and Specialty Compounds...............................................  190,196  362,651  374,754 
Engineered Products..................................................................  45,763  72,212  73,583 
Corporate...................................................................................  38,126  40,157  35,311 

 $ 762,419 $ 1,110,871 $ 1,041,794 
Depreciation and amortization:    

Custom Sheet and Rollstock...................................................... $ 15,159 $ 14,993 $ 14,634 
Packaging Technologies............................................................  9,172  5,780  5,416 
Color and Specialty Compounds...............................................  14,569  14,677  14,410 
Engineered Products..................................................................  3,171  3,333  3,317 
Corporate...................................................................................  5,130  4,286  2,921 

 $ 47,201 $ 43,069 $ 40,698 
Capital expenditures:    

Custom Sheet and Rollstock...................................................... $ 5,393 $ 14,594 $ 8,398 
Packaging Technologies............................................................  2,073  4,048  3,249 
Color and Specialty Compounds...............................................  4,351  4,514  5,525 
Engineered Products..................................................................  1,197  1,692  1,634 
Corporate...................................................................................  4,262  9,895  5,160 

 $ 17,276 $ 34,743 $ 23,966 
 
In addition to external sales to customers, intersegment sales were $57,041, $52,987, and $58,427 in 2008, 2007, and 

2006, respectively.  Most intersegment sales were generated from the Color and Specialty Compounds segment. 
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Geographic financial information for 2008, 2007, and 2006 was as follows: 
 

   Net Sales By Destination  Property, Plant and Equipment, Net 
  2008   2007  2006  2008  2007   2006  
       
United States ................ $ 1,154,360 $ 1,203,204 $ 1,234,160 $ 236,400 $ 272,506 $ 258,394 
Mexico..........................  110,209  98,708  86,084  20,414  18,537  15,489 
Canada..........................  79,497  92,121  104,216  14,087  20,731  19,179 
Europe ..........................  42,929  45,792  49,560  9,301  12,251  11,717 
Asia and other...............  11,898  12,158  11,577  —  —  — 
 $ 1,398,893 $ 1,451,983 $ 1,485,597 $ 280,202 $ 324,025 $ 304,779 

 
17)  Quarterly Financial Information 
 

Certain unaudited quarterly financial information for the years ended November 1, 2008 and November 3, 2007 was  
as follows: 
 

  Quarter   
  1st   2nd    3rd    4th        Year  
2008       
   Net sales.................................................. $335,106 $367,347 $350,345 $346,095 $1,398,893 
   Gross profit (a)........................................ 21,776 34,899 33,417 30,597 120,689 
   Operating earnings (loss) (b) .................. (1,587) 11,911 10,742 (249,398) (228,332)
   Net earnings (loss) (b).............................  (3,490) 4,365 4,410 (197,397) (192,112)
   Net earnings (loss) per share –  basic......  (.12) .14 .15  (6.51)  (6.35)
         –  diluted...  (.12) .14 .15  (6.51)  (6.35)
   Dividends declared per common share ...  .135 .135 .05 .05 .37 
      
2007 (c)      
   Net sales.................................................. $347,254 $377,368 $361,123 $366,238 $1,451,983 
   Gross profit (b) ....................................... 38,025 49,555 39,908 30,043 157,531 
   Operating earnings (d) ............................ 17,428 29,553 18,439 7,019 72,439 
   Net earnings (d) ......................................  8,065 15,710 8,806 1,265 33,846 
   Net earnings per share –  basic ...............  .25 .49 .27 .04 1.06 
       –  diluted.............  .25 .49 .27 .04 1.05 
   Dividends declared per common share ...  .135 .135 .135 .135 .54 
      

 
Notes to table: 
(a) Gross profit is calculated as net sales less cost of sales and amortization expense. 
(b) Operating earnings (loss) and net earnings (loss) in the first quarter of 2008 were impacted by a charge of $2,681 ($1,651 net of tax) for an inventory 

valuation reserve due to management’s decision to liquidate certain inventory to accelerate cash.  Operating earnings (loss) and net earnings (loss) in the 
fourth quarter of 2008 were impacted by charges of $238,641 for goodwill impairments ($185,158 net of tax) and $15,431 ($12,282 net of tax) for fixed 
asset and other intangible asset impairments.  

(c) As discussed in Note 1, 2007 was reported as a 53-week fiscal year containing 371 days of activity.  The additional week was reported in the first quarter 
ended February 3, 2007. 

(d)  Operating earnings and net earnings in the third quarter of 2007 were impacted by a charge of $1,856 ($1,147 net of tax) related to a separation 
agreement with the Company’s former Chief Executive Officer.  Operating earnings and net earnings in the fourth quarter of 2007 were impacted by 
charges of $1,550 ($960 net of tax) related to an intangible asset impairment, $2,057 ($1,275 net of tax) related to an inventory error identified by a new 
system implementation and $1,268 ($1,268 net of tax) related to a change in estimate of inventory valuation reserves due to management’s decision to 
liquidate certain scrap inventory. 
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Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING 
 AND FINANCIAL DISCLOSURE 
 

None. 
 
Item 9A. CONTROLS AND PROCEDURES 
 

Spartech maintains a system of disclosure controls and procedures that are designed to ensure that information required to 
be disclosed by the Company in the reports filed under the Securities Exchange Act of 1934 is recorded, processed, 
summarized and reported within the time periods specified under the SEC’s rules and forms.  Based on an evaluation 
performed, the Company’s certifying officers have concluded that the disclosure controls and procedures were effective as of 
November 1, 2008 to: 

 
a) ensure that information required to be disclosed in the reports filed or submitted under the Securities Exchange Act of 

1934 is recorded, processed, summarized and reported within time periods specified in Securities and Exchange 
Commission rules and forms; and 

 
b) ensure that information is accumulated and communicated to the Company’s management, including the Chief 

Executive Officer and Chief Financial Officer, to allow timely decisions regarding required disclosures. 
  

Notwithstanding the foregoing, there can be no assurance that the Company’s disclosure controls and procedures will 
detect or uncover all failures of persons within the Company and its consolidated subsidiaries to report material information 
otherwise required to be set forth in the Company’s reports.  
  

The Company is in the process of implementing a new Oracle/Business Process Improvement ERP system.  
Implementation began in 2006 and is scheduled to be substantially complete in 2009.  As the Company continues to implement 
the new ERP system, it expects that there will be future improvements in internal controls as a result of this implementation.  
As of November 1, 2008, 25 manufacturing facilities had implemented the new ERP system, which resulted in certain changes 
and enhancements to the Company’s internal controls.  This ERP system, along with the internal controls over financial 
reporting impacted by the implementation, were appropriately tested for design effectiveness.  While some processes and 
controls will continue to evolve as the implementation progresses, existing controls and the controls affected by the 
implementation of the new system were evaluated as appropriate and effective.  There were no other changes to internal 
controls during the year ended November 1, 2008, that have materially affected, or are reasonably likely to materially affect, 
the Company’s internal control over financial reporting.  
   

Management’s report on internal control over financial reporting, and the related report of the Company’s independent 
registered public accounting firm, Ernst & Young LLP, are included in Item 8. 
 
Item 9B. OTHER INFORMATION 
 

None. 
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PART III 
 

Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE 
 
Directors 
 

The information concerning Directors of the Company contained in the section entitled “Proposal 1: Election of Directors” 
of the Definitive Proxy Statement for the 2009 Annual Meeting of Shareholders to be held on or about March 11, 2009 (“the 
Proxy Statement”), to be filed with the Commission on or about February 9, 2009, is incorporated herein by reference in 
response to this Item. 
 
Audit Committee 

 
The information regarding the Audit Committee and Audit Committee financial expert is contained in the sections entitled 

"Board of Directors” and “Committees" of the Proxy Statement and is incorporated herein by reference in response to this Item. 
 
Code of Ethics 

 
The Board of Directors has established specific Corporate Governance Guidelines, a Code of Ethics for the Chief Executive 

Officer and Senior Financial Officers, and a Code of Business Conduct and Ethics for all directors, officers and employees.  
These documents are provided on the Company’s Web site at www.spartech.com within the Investor Relations/Corporate 
Governance section of the site.  We intend to satisfy our disclosure requirements under Item 5.05 of Form 8-K regarding an 
amendment to, or a waiver from, a provision of our Code of Ethics that applies to our Senior Financial Officers and that relates 
to any element of the code of ethics definition enumerated in Item 406(b) of Regulation S-K by posting such information on our 
Web site.  At this same Web site location, the Company provides an Ethics Hotline phone number that allows employees, 
shareholders, and other interested parties to communicate with the Company’s management or Audit Committee (on an 
anonymous basis, if so desired) through an independent third-party hotline.  In addition, this same Web site location provides 
instructions for shareholders or other interested parties to contact the Company’s Board of Directors. 

The rules of the NYSE require Mr. Odaniell, our President and Chief Executive Officer, to certify to the NYSE annually 
that he is not aware of any violation by the Company of the NYSE’s corporate governance listing standards.  In addition, 
pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, Mr. Odaniell and Mr. Martin, our Chief Financial Officer, must 
each execute a certificate as to the quality of our public disclosure as part of our quarterly and annual reports to the SEC.  Their 
latest Section 302 certifications are filed with the SEC as exhibits to this Form 10-K. 

 
Section 16(a) Beneficial Ownership Reporting Compliance 

Information regarding Section 16(a) beneficial ownership reporting compliance is contained in the section entitled 
“Section 16(a) Beneficial Ownership Reporting Compliance” of the Proxy Statement and is incorporated herein by reference. 

Recommendation of Director Nominees by Shareholders 

There have been no material changes during the fourth quarter of fiscal 2008 to the procedures by which shareholders may 
recommend director nominees to our Board of Directors. 
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Executive Officers of the Registrant 
 

 The following table provides certain information about the Company's executive officers, their positions with the 
Company, and their prior business experience and employment for at least the past five years: 
 

Name Age Current Office, and Prior Positions and Employment 

Myles S. Odaniell 49 President and Chief Executive Officer (since January 2008). Prior to joining the 
Company, Mr. Odaniell was previously with Chemtura Corporation from 2003 to 2006, 
where he held the position of Executive Vice President of Specialty Chemicals and 
Executive Vice President Plastics and Petroleum Additives.  Prior to Chemtura 
Corporation, Mr. Odaniell was a Business Unit President of Cytec Industries after 
moving into positions of increasing responsibility in sales, marketing, planning, and 
general management (1981 – 2002).  

Randy C. Martin 46 Executive Vice President (since September 2000) Corporate Development (since May 
2004) and Chief Financial Officer (since May 1996); Interim President and Chief 
Executive Officer from July 2007 to January 2008; Vice President, Finance from May 
1996 to September 2000; Corporate Controller from September 1995 to May 1996.  Mr. 
Martin, a CPA and CMA, was with KPMG Peat Marwick LLP for 11 years before 
joining the Company in 1995.   

Steven J. Ploeger 47 Executive Vice President Custom Sheet and Rollstock and Engineered Products (since 
May 2004); Vice President Spartech Plastics from 2000 to 2004; General Manager 
Spartech Plastics – North Region from 1996 to 2000.  Mr. Ploeger also held various sales 
management positions with the Company from 1985 to 1996. 

Michael L. Marcum 60 Senior Vice President Color and Specialty Compounds (since April 2006).  Mr. Marcum 
was most recently President and Chief Executive Officer of American Decorative Surfaces 
Inc. from 2001 to 2006, and with Monsanto Company for 29 years in various general 
management, corporate strategic planning, and sales and marketing executive positions, 
both domestically as well as internationally, before joining the Company in 2006. 

Janet E. Mann 54 Senior Vice President of Marketing, Technology and Commercial Development   (since 
June 2008).  Prior to joining the Company, Ms. Mann was General Manager, Industrial 
Chemicals at Archer Daniels Midland Corporation in Decatur, Illinois.  Prior to Archer 
Daniels Midland Corporation, Ms. Mann held various executive roles at Chemtura 
Corporation, The Dow Chemical Company, and ANGUS Chemicals, Inc.   

Michael L. Roane 53 Senior Vice President of Human Resources (since June 2008).  Prior to joining the Company, 
Mr. Roane was the Senior Vice President of Human Resources at the Sage Software 
Healthcare Division. Prior to Sage, Mr. Roane spent 10 years at Greif Brothers Corporation 
where he held the position of Senior Vice President of Global Human Resources and 
Communications.  Mr. Roane previously held various Vice President and Human Resource 
roles at Owens & Minor, Inc., and Philip Morris, Inc.   

Marc A. Roberts  46 Senior Vice President of Operations (since October 2008), Vice President of Sheet 
Operations (2006-2008).  Mr. Roberts previously held positions as Manufacturing 
Consultant with a private equity group (2005-2006), President and Director of 
Aerostructures at Precision Castparts Corporation (2001-2005), and various positions at 
Johnson Controls, Inc. and Price Corporation (1993-2001). 

Michael G. Marcely 41 Vice President of Financial Planning & Analysis (since April 2008), Vice President and 
Corporate Controller (since July 2004) and Assistant Secretary (since June 2005), 
Director of Internal Audit (January 2003 to July 2004).  Mr. Marcely, a CPA, was with 
Ernst & Young LLP for four years, Emerson Electric for four years and KPMG LLP for 
six years before joining the Company in 2003. 

Phillip M. Karig 53 Vice President and Chief Procurement Officer (since May 2008); Vice President-
Purchasing and Supply Chain Management (since September 2001), Director of 
Purchasing from February 2000 to September 2001.  Mr. Karig was with Uniroyal 
Technology Corporation for 12 years in various purchasing, logistics, and materials 
management positions before joining the Company in February 2000. 
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Item 11. EXECUTIVE COMPENSATION 
 

The information contained in the sections entitled “Executive Compensation;” “Compensation of Directors;” 
“Compensation Committee Interlocks and Insider Participation;” and “Report of the Compensation Committee” of the Proxy 
Statement is incorporated herein by reference in response to this Item. 
 
Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT, AND 

RELATED STOCKHOLDER MATTERS 
 

The information contained in the sections entitled “Security Ownership” and “Equity Compensation Plan Information” of 
the Proxy Statement is incorporated herein by reference in response to this Item. 
 
Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE 
 

The information contained in the sections entitled “Proposal 1: Election of Directors” and “Certain Business Relationships 
and Transactions” of the Proxy Statement is incorporated herein by reference in response to this Item. 
 
Item 14. PRINCIPAL ACCOUNTING FEES AND SERVICES 
 

The information contained in the section entitled “Fees Paid to Independent Registered Public Accounting Firm” of the 
Proxy Statement is incorporated herein by reference in response to this Item. 
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PART IV 
 
Item 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES 
 

(a) Financial Statements and Financial Statement Schedules 
(1) and (2) The following financial statements and financial statement schedule are included in this Form 10-K: 

 
Management’s Report on Internal Control over Financial Reporting.................... 21 
Reports of Independent Registered Public Accounting Firm................................. 22 
  
Financial Statements  
          Consolidated Balance Sheets ....................................................................... 24 
          Consolidated Statements of Operations ....................................................... 25 
          Consolidated Statements of Shareholders' Equity........................................ 26 
          Consolidated Statements of Cash Flows ...................................................... 27 
          Notes to Consolidated Financial Statements ................................................ 28 
  
Schedule II – Valuation and Qualifying Accounts................................................. F-1 
  

(3) The Exhibits required to be filed as part of this annual report on Form 10-K are listed under (c) below. 

(b) The Exhibits required to be filed as part of this annual report on Form 10-K are listed under (c) below. 

(c)   Exhibits 
 

The Exhibits required to be filed by Item 601(a) of Regulation S-K are included as follows: 
 
Exhibit 
Number 

 
Description 

 
Location 

3.1 Certificate of Incorporation, as currently in 
effect 

Incorporated by reference to Exhibit 3.1 to 
the Company's Form 10-Q filed with the 
Commission on June 8, 2006 

3.2 By-Laws, as currently in effect Incorporated by reference to Exhibit 3.1 to 
the Company’s current report on Form 8-K 
filed with the SEC on July 2, 2008 

4 Rights Agreement dated April 2, 2001 
between Spartech Corporation and Mellon 
Investor Services LLC, as Rights Agent 

Incorporated by reference to Exhibit 99.1 
to the Company’s Form 8-K filed with the 
Commission on April 5, 2001 

10.1 Separation Agreement and Release dated 
July 16, 2007 between the Company and 
George A. Abd 

Incorporated by reference to Exhibit 1.01 
of the Company's Form 8-K filed with the 
Commission on July 16, 2007 

10.2 Form of Indemnification Agreement 
entered into between the Company and each 
of its officers and directors 

Incorporated by reference to Exhibit 10.1 
to the Company’s Form 10-Q filed with 
the Commission on September 11, 2008 

10.3 Spartech Corporation 2006 Executive 
Bonus Plan 

Incorporated by reference to Exhibit 1.01(a) 
to the Company’s Form 8-K filed with the 
Commission on December 21, 2005 

10.4 Spartech Corporation Deferred 
Compensation Plan, as amended 

Incorporated by reference to Exhibit 5.02 
to the Company’s Form 8-K filed with the 
Commission on December 20, 2007 

10.5 Spartech Corporation 2004 Equity 
Compensation Plan, as amended 

Incorporated by reference to Exhibit 5.02(2) 
to the Company’s Form 8-K filed with the 
Commission on December 7, 2006 

10.6 Spartech Corporation Long-Term Equity 
Incentive Program 

Incorporated by reference to Exhibit 5.02(1) 
to the Company’s Form 8-K filed with the 
Commission on December 7, 2006 



 

51 

10.7 Form of Incentive Stock Option Incorporated by reference to Exhibit 1.01(2) 
to the Company’s Form 8-K filed with the 
Commission on December 14, 2004 

10.8 Form of Nonqualified Stock Option Incorporated by reference to 1.01(3) to the 
Company’s Form 8-K filed with the 
Commission on December 14, 2004 

10.9 Form of Restricted Stock Unit Award 
(directors) 

Incorporated by reference to Exhibit 1.01(4) 
to the Company’s Form 8-K filed with the 
Commission on December 14, 2004 

10.10 Form of Restricted Stock Award (directors) Incorporated by reference to Exhibit 10.7 
to the Company’s Form 10-Q filed with 
the Commission on March 12, 2007 

10.11 Form of Restricted Stock Award Incorporated by reference to Exhibit 5.02(1) 
to the Company’s Form 8-K filed with the 
Commission on December 21, 2006 

10.12 Form of Stock-Settled Stock Appreciation 
Right Award 

Incorporated by reference to Exhibit 5.02(2) 
to the Company’s Form 8-K filed with the 
Commission on December 21, 2006 

10.13 Form of Performance Share Award Incorporated by reference to Exhibit 5.02(1) 
to the Company’s Form 8-K filed with the 
Commission on November 21, 2007 

10.14 Performance Share Award Performance 
Criteria for 2007-2009 Performance Period 

Incorporated by reference to Exhibit 5.02(4) 
to the Company’s Form 8-K filed with the 
Commission on December 21, 2006 

10.15 Performance Share Award Performance 
Criteria for 2008-2010 Performance Period  

Incorporated by reference to Exhibit 5.02(1) 
to the Company’s Form 8-K filed with the 
Commission on November 21, 2007 

10.16 Separation Agreement and Release 
effective July 25, 2008 between the 
Company and Jeffrey D. Fisher    

Incorporated by reference to Exhibit 10.3 
to the Company’s Form 10-Q filed with 
the Commission on September 11, 2008 

10.17 Third Amendment to the Fourth Amended 
and Restated Credit Agreement dated 
September 10, 2008 

Incorporated by reference to Exhibit 10.4 
to the Company’s Form 10-Q filed with 
the Commission on September 11, 2008 

10.18 Note Purchase Agreement dated June 5, 
2006 between the Company and purchasers 
of $50 million of the Company’s 5.78% 
Senior Notes 

Incorporated by reference to Exhibit 10.5 
to the Company’s Form 10-Q filed with 
the Commission on September 11, 2008 

10.19 Amended and Restated Note Purchase 
Agreement (Initially Dated as of June 5, 
2006) dated September 10, 2008 6.82% 
Senior Notes due 2011 

Incorporated by reference to Exhibit 10.6 
to the Company’s Form 10-Q filed with 
the Commission on September 11, 2008 

10.20 Note Purchase Agreement dated September 
15, 2004 between the Company and 
purchasers of $150 million of the 
company’s 5.54% Senior Notes 

Incorporated by reference to Exhibit 10.7 
to the Company’s Form 10-Q filed with 
the Commission on September 11, 2008 

10.21 Amended and Restated Note Purchase 
Agreement (Initially Dated as of September 
15, 2004) dated September 10, 2008 
6.58% Senior Notes due 2016 

Incorporated by reference to Exhibit 10.8 
to the Company’s Form 10-Q filed with 
the Commission on September 11, 2008 

10.22 Term Loan Agreement dated February 16, 
2005 between the Company and Calyon 
New York Branch  

Incorporated by reference to Exhibit 10.9 
to the Company’s Form 10-Q filed with 
the Commission on September 11, 2008 



 

52 

10.23 Third Amendment to Term Loan 
Agreement dated September 10, 2008 
between the Company and Calyon New 
York Branch 

Incorporated by reference to Exhibit 10.10 
to the Company’s Form 10-Q filed with 
the Commission on September 11, 2008 

10.24 Intercreditor and Collateral Agency 
Agreement dated as of September 10, 2008 
by and among Bank of America, N.A., as 
Collateral Agent, and Bank of America, 
N.A., as Administrative Agent, The 
Lenders Party Hereto, the Noteholders 
Party Hereto, and the Term Loan Lender 
Party Hereto, as Creditors 

Incorporated by reference to Exhibit 10.11 
to the Company’s Form 10-Q filed with 
the Commission on September 11, 2008 

10.25 Security Agreement dated as of September 
10, 2008, by and among Bank of America, 
N.A., as Collateral Agent for the Secured 
Parties 

Incorporated by reference to Exhibit 10.12 
to the Company’s Form 10-Q filed with 
the Commission on September 11, 2008 

10.26 Form of Stock Appreciation Right Award Incorporated by reference to Exhibit 
5.02(1) to the Company’s Form 8-K filed 
with the Commission on May 27, 2008 

10.27 Form of Restricted Stock Award Incorporated by reference to Exhibit 
5.02(2) to the Company’s Form 8-K filed 
with the Commission on May 27, 2008 

10.28 Form of Performance Share Award Incorporated by reference to Exhibit 
5.02(3) to the Company’s Form 8-K filed 
with the Commission on May 27, 2008 

10.29 Waiver and Amendment Agreement to 
Fourth Amended and Restated Credit 
Agreement dated as of July 30, 2008 

Incorporated by reference to Exhibit 10.1 
to the Company’s Form 8-K filed with the 
Commission on August 6, 2008 

10.30 Fourth Amended and Restated Credit 
Agreement dated as of June 2, 2006 

Incorporated by reference to Exhibit 10.2 
to the Company’s Form 8-K filed with the 
Commission on August 6, 2008 

18 Letter re change in accounting principle 
 

Incorporated by reference to Exhibit 18 to 
the Company’s Form 10-Q filed with the 
Commission on June 8, 2006  

21 Subsidiaries of Registrant Filed herewith 
23.1 Consent of Independent Registered Public 

Accounting Firm 
Filed herewith 

31.1 Section 302 Certification of Chief 
Executive Officer 

Filed herewith 

31.2 Section 302 Certification of Chief Financial 
Officer 

Filed herewith 

32.1 Section 1350 Certification of Chief 
Executive Officer 

Filed herewith 

32.2 Section 1350 Certification of Chief 
Financial Officer 

Filed herewith 

 



 

53 

SIGNATURES 
 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused 
this report to be signed on its behalf by the undersigned, thereunto duly authorized.  
 
 

  SPARTECH CORPORATION 
   
   
  /s/ Myles S. Odaniell  
  Myles S. Odaniell 
 January 12, 2009 President and Chief Executive Officer  

 
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following 

persons on behalf of the Registrant and in the capacities and on the dates indicated.  
 

Date Signature Title 
 
     

January 12, 2009  /s/ Myles S. Odaniell  
  Myles S. Odaniell  

President and Chief Executive Officer 
(Principal Executive Officer) 

 

January 12, 2009  /s/ Randy C. Martin   
  Randy C. Martin  

Executive Vice President Corporate 
Development and Chief Financial 
Officer (Principal Financial and 
Accounting Officer) 

 

January 12, 2009  /s/ Ralph B. Andy  Director 
  Ralph B. Andy   
     

January 12, 2009  /s/ Lloyd E. Campbell  Director 
  Lloyd E. Campbell   
     

January 12, 2009  /s/ Edward J. Dineen  Director 
  Edward J. Dineen   
     

January 12, 2009  /s/ Victoria M. Holt   Director 
  Victoria M. Holt   
     

January 12, 2009  /s/ Walter J. Klein  Director 
  Walter J. Klein   
     

January 12, 2009  /s/ Pamela F. Lenehan  Director 
   Pamela F. Lenehan   
 

January 12, 2009  /s/ Jackson W. Robinson  Director 
   Jackson W. Robinson   
     

January 12, 2009  /s/ Craig A. Wolfanger  Director 
  Craig A. Wolfanger   

 



 

F-1 

SPARTECH CORPORATION AND SUBSIDIARIES 
SCHEDULE II – VALUATION AND QUALIFYING ACCOUNTS 

FOR THE YEARS ENDED 2008, 2007, AND 2006 
(Dollars in thousands) 

 
     
     
 
 
 
 DESCRIPTION  

 
BALANCE AT 

BEGINNING OF 
PERIOD 

ADDITIONS AND 
CHARGES TO 
COSTS AND 
EXPENSES 

 
 
 

WRITE-OFFS 

 
 

BALANCE AT 
END OF PERIOD 

 
November 1, 2008 
   Allowance for 
      Doubtful Accounts 

 
 
 

$  1,572 

 
 
 

$  4,763 

 
 
 

$  (1,785) 

 
 
 

$  4,550 
 
November 3, 2007 
   Allowance for 
      Doubtful Accounts 

 
 
 

$  1,514 

 
 
 

$  2,099 

 
 
 

$  (2,041) 

 
 
 

$  1,572 
 
October 28, 2006 
   Allowance for 
      Doubtful Accounts 

 
 
 

$  2,557 

 
 
 

$  2,330 

 
 
 

$  (3,373) 

 
 
 

$  1,514 
     
     

 



 

 

Exhibit 23.1 
 

Consent of Ernst & Young LLP 
Independent Registered Public Accounting Firm 

 
 

We consent to the incorporation by reference in the following registration statements: 

(1) Registration Statement (Form S-3 No. 333-109682) of Spartech Corporation and subsidiaries, and 
 
(2) Registration Statement (Form S-8 Nos. 333-61322, 333-60316, 333-60381, 333-30878, and 333-113752) of Spartech 

Corporation and subsidiaries  
 
of our reports dated January 12, 2009, with respect to the consolidated financial statements and schedule of Spartech 
Corporation and subsidiaries and the effectiveness of internal control over financial reporting of Spartech Corporation and 
subsidiaries, included in their Annual Report (Form 10-K) for the year ended November 1, 2008.  
 
 
/s/ Ernst & Young LLP 
 
 
St. Louis, Missouri 
January 12, 2009 
 



 

 

Exhibit 31.1 
 
CERTIFICATION 
 
I, Myles S. Odaniell, certify that: 
 
1. I have reviewed this annual report on Form 10-K of Spartech Corporation; 
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material 

fact necessary to make the statements made, in light of the circumstances under which such statements were made, not 
misleading with respect to the period covered by this report; 

 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly 

present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and 
for, the periods presented in this report; 

 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and 

procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting 
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 

designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period 
in which this report is being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, 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; 

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period 
covered by this report based on such evaluation; and 

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual 
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control 
over financial reporting; and 

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control 

over financial reporting, to the registrant’s auditors and the Audit Committee of the registrant’s Board of Directors: 
a) All significant deficiencies and material weaknesses in the design or operation of internal control over 

financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant 
role in the registrant’s internal control or financial reporting. 

 
 
 
January 12, 2009         By:  /s/ Myles S. Odaniell     
Date  Myles S. Odaniell 
  President and Chief Executive Officer 
  Spartech Corporation 
 
 



 

 

Exhibit 31.2 
 
CERTIFICATION 
 
I, Randy C. Martin, certify that: 

 
1. I have reviewed this annual report on Form 10-K of Spartech Corporation; 
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material 

fact necessary to make the statements made, in light of the circumstances under which such statements were made, not 
misleading with respect to the period covered by this report; 

 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly 

present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and 
for, the periods presented in this report; 

 
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and 

procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting 
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be 

designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period 
in which this report is being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, 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; 

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period 
covered by this report based on such evaluation; and 

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred 
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual 
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control 
over financial reporting; and 

 
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control 

over financial reporting, to the registrant’s auditors and the Audit Committee of the registrant’s Board of Directors: 
a) All significant deficiencies and material weaknesses in the design or operation of internal control over 

financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 

b) Any fraud, whether or not material, that involves management or other employees who have a significant 
role in the registrant’s internal control or financial reporting. 

 
 
January 12, 2009         By:  /s/ Randy C. Martin     
Date  Randy C. Martin 
   Executive Vice President Corporate Development 
    and Chief Financial Officer Executive  
  Spartech Corporation 



 

 

Exhibit 32.1 
 

CERTIFICATION PURSUANT TO 
EXCHANGE ACT RULE 13a-14(b) AND 

18 U.S.C. SECTION 1350 
 

In connection with the Annual Report of Spartech Corporation (the “Company”) on Form 10-K for the period ended 
November 1, 2008, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Myles S. 
Odaniell, President and Chief Executive Officer, certify, to the best of my knowledge, pursuant to Exchange Act Rule 13a-
14(b) and 18 U.S.C. Section 1350, that:  
  
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and  
  
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of

operations of the Company.  
 
 

 
/s/ Myles S. Odaniell 
Myles S. Odaniell 

 President and Chief Executive Officer 
 January 12, 2009       



 

 

Exhibit 32.2 
 

CERTIFICATION PURSUANT TO 
EXCHANGE ACT RULE 13a-14(b) AND 

18 U.S.C. SECTION 1350 
 

In connection with the Annual Report of Spartech Corporation (the “Company”) on Form 10-K for the period ended 
November 1, 2008, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Randy C. 
Martin, Executive Vice President Corporate Development and Chief Financial Officer, certify, to the best of my knowledge, 
pursuant to Exchange Act Rule 13a-14(b) and 18 U.S.C. Section 1350, that:  
  
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and  
  
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of 

operations of the Company.  
 
 

 
/s/ Randy C. Martin 
Randy C. Martin 

 Executive Vice President Corporate Development 
  and Chief Financial Officer Executive  
 January 12, 2009       

 



Annual Shareholders’ Meeting
Spartech’s Annual Shareholders’ Meeting will be held on Wednesday, 
March 11, 2009. A formal notice of the Meeting, including the location 
and time, together with a Proxy Statement, will be mailed before the 
meeting to shareholders entitled to vote.

Common Stock and Transfer Agent
As of January 9, 2009, there were approximately 1,250 shareholders of 
record of the Company’s common stock. The Company’s Registrar  
and Transfer Agent is Mellon Investor Services, LLC, 480 Washington 
Boulevard, Jersey City, NJ 07310-1900. The Company’s common stock 
is traded on the New York Stock Exchange under the symbol “SEH.” 

Dividend Reinvestment Plan and Report on Form 10-K
A Dividend Reinvestment Plan is available to shareholders of the 
Company, allowing the automatic investment of cash dividends and 
direct cash purchases of the Company’s common stock. For details  
on the Plan, please contact the Company’s Registrar and Transfer 
Agent, Mellon Investor Services LLC, at (888) 213-0965. In addition, 
the Company will provide, without charge to any shareholder, a copy  
of its 2008 Report on Form 10-K as filed with the Securities and 
Exchange Commission. Requests should be directed to Spartech 
Investor Relations at (888) 721-4242. Additionally, a link to all of  
the Company’s SEC filings can be found in the Investor Relations 
section of the Company’s Web site at www.spartech.com.

Corporate Governance
The Board of Directors has established specific Corporate Governance 
Guidelines, a Code of Ethics for the Chief Executive Officer and Senior 
Financial Officers, and a Code of Business Conduct and Ethics for all 
directors, officers and employees. These documents are provided on  
the Company’s Web site at www.spartech.com within the Investor 
Relations/Corporate Governance section of the site. At this same  
Web site location, the Company provides an Ethics Hotline phone 
number that allows employees, shareholders, and other interested 
parties to communicate with the Company’s management or Audit 
Committee (on an anonymous basis, if so desired) through an  
independent third-party hotline. In addition, this same Web site  
location provides instructions for shareholders or other interested 
parties to contact the Company’s Board of Directors.

The rules of the New York Stock Exchange (NYSE) require Mr. Odaniell,  
our President and Chief Executive Officer at the end of the fiscal year,  
to certify to the NYSE annually that he is not aware of any violation by  
the Company of the NYSE’s corporate governance listing standards. In 
addition, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002,  
Mr. Odaniell and Mr. Martin, our Chief Financial Officer, must execute  
a certification as to the quality of our public disclosures as part of  
our quarterly and annual reports to the Securities and Exchange 
Commission (SEC). Their latest Section 302 certifications have been  
filed with the SEC as exhibits to our 2008 Form 10-K.

 Spartech Corporation S&P 500 Index  S&P Specialty Chemicals Index

 2003 2004 2005 2006 2007 2008  

 $100.00 $110.59 $ 83.23 $123.80 $ 72.54 $  30.70

 $100.00 $107.57  $114.06 $ 131.09 $143.68 $ 92.20

 $100.00 $112.47 $115.56 $145.66 $ 161.03 $151.36
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NET SALES

(In millions)

NET EARNINGS 

EXCLUDING SPECIAL ITEMS(2)

(In millions)

CASH FLOW 

FROM OPERATIONS

(In millions)

TOTAL DEBT

(In millions)

Financial Highlights

FISCAL YEARS ENDED (In millions, except per share amounts and ratios) November 1, 2008 November 3, 2007(1) October 28, 2006

OPERATING RESULTS

Net Sales $ 1,398.9 $ 1,452.0  $ 1,485.6 

Sales Volume in Pounds  1,236.0  1,436.0  1,460.0 

Operating Earnings $ (228.3) $ 72.4 $ 91.4 

Operating Earnings excluding Special Items(2)  28.1  77.1  96.4 

Net Earnings  (192.1)  33.8  38.8 

Net Earnings excluding Special Items(2)  6.9  36.7  46.5

Cash Flow from Operations  96.6  104.0  127.5 

Free Cash Flow(3)  79.3  69.3  103.6

SHARES AND PER SHARE DATA

Weighted Average Diluted Shares Outstanding  30.3  32.2  32.3 

Earnings per Share – Diluted $ (6.35) $ 1.05 $ 1.20 

Dividends Declared per Share  0.37  0.54  0.50 

Book Value per Share  7.42  14.37  13.78

FINANCIAL POSITION

Net Working Capital $ 99.2 $ 131.8 $ 136.5 

Net Working Capital as a Percent of Sales  7.1%  9.1%  9.2% 

Total Debt $ 274.7 $ 334.3 $ 289.2 

Shareholders’ Equity  226.8  439.3  442.7 

Debt to Equity Ratio  1.21  0.76  0.65

(1) Spartech’s fiscal year ends on the Saturday closest to October 31. Because of this convention, every fifth or sixth fiscal year has an additional week, and 2007 

was reported as a 53-week year. On September 14, 2007, the Company acquired Creative Forming, Inc. based in Ripon, Wisconsin.

(2) Operating earnings excluding special items and net earnings excluding special items are non-GAAP measurements that we believe are meaningful to investors 

because they provide a view of the Company’s comparable operating results. Special items, including goodwill impairments, fixed asset and other intangible asset 

impairments, restructuring and exit costs, a former CEO’s separation expense and early debt extinguishment costs, represent significant items that we believe 

are important to an understanding of the Company’s overall operating results in the periods presented. Such non-GAAP measurements are not recognized in 

accordance with generally accepted accounting principles (GAAP) and should not be viewed as an alternative to GAAP measures of performance. 2008 operating 

loss and net loss include special items of $256.5 million ($199.0 million net of tax) relating to goodwill impairments of $238.6 million ($185.2 million net of tax), 

fixed asset and other intangible asset impairments of $15.5 million ($12.3 million net of tax), and restructuring and exit costs of $2.3 million ($1.5 million net of 

tax). 2007 operating earnings and net earnings include special items of $4.7 million ($2.9 million net of tax) relating to a separation agreement with our former 

Chief Executive Officer of $1.9 million ($1.1 million net of tax), an intangible asset impairment of $1.6 million ($1.0 million net of tax) and restructuring and exit 

costs of $1.3 million ($0.8 million net of tax). 2006 operating earnings and net earnings included special items of $5.0 million ($4.3 million net of tax) related to 

restructuring and exit costs of $1.9 million ($1.2 million net of tax) and goodwill impairment of $3.2 million ($3.2 million net of tax). In addition, 2006 net earnings 

also included special items of $5.5 million ($3.4 million net of tax) related to the early extinguishment of convertible subordinated debentures. 

(3)  Free cash flow is calculated as cash flow from operations less capital expenditures. We believe that free cash flow, which is a non-GAAP measurement, 

is a meaningful measure of the cash generated by the Company that is available for strategic initiatives. Free cash flow is not a measurement of liquidity 

under GAAP and should not be considered as an alternative to cash flow from operating activities as a measure of liquidity. Free cash flow for fiscal 2008, 

2007 and 2006 is calculated as cash flow from operating activities of $96.6 million, $104.0 million and $127.5 million less capital expenditures of 

$17.3 million, $34.7 million and $24.0 million, respectively. 

Ralph B. Andy (64)

Chairman and Chief 

Executive Officer of 

Pennatronics Corp. He 

serves as Chairman of 

the Board. His term as 

Director expires at the 

2011 Annual Meeting.

Lloyd E. Campbell (51)

Consultant at Spencer 

Stuart. His term as Director 

expires at the 2011 Annual 

Meeting. (1, 3*)

Edward J. Dineen (54)

President, Chemicals 
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Industries and a member 

of its Management Board. 

His term as Director 

expires at the 2010 

Annual Meeting. (2, 3)

Victoria M. Holt (51)

Senior Vice President, 
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Walter J. Klein (62)

Former Vice President, 
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Company. He stands for 

reelection at the 2009 

Annual Meeting. (1*)

Pamela F. Lenehan (56)

President of Ridge Hill 

Consulting LLC. Her term 

as Director expires at the 

2010 Annual Meeting. (2*)

Myles S. Odaniell (49) 

President and Chief 

Executive Officer of the 

Company. His term as 

Director expires at the 

2010 Annual Meeting.

Jackson W. Robinson (66) 

President and Chief 

Investment Officer of 

Winslow Management 

Company LLC. His term 

as Director expires at the 

2011 Annual Meeting. (3)

Craig A. Wolfanger (50)

President and Chief 

Executive Officer of 

Raptor Partners LLC. 

He stands for reelection 

at the 2009 Annual 

Meeting. (1, 2)
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