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Explanatory Note
On October 31, 2012, CafePress Inc. (CafePress) filed a Current Report on Form 8-K (the October Form 8-K) announcing the
completion of its acquisition of EZ Prints, Inc. (EZ Prints). This Amendment No.1 on Form 8-K/A (Amendment) is being filed to
amend Item 9.01 of the October Form 8-K. This Amendment provides the financial statements of the business acquired and the
unaudited pro forma financial information required by Item 9.01, as such financial statements and information were not included in the
October Form 8-K. No other modification to the October Form 8-K is being made by this Amendment.
Item 9.01 Financial Statements and Exhibits
(a)

Financial Statements of Business Acquired

The following required audited financial statements of EZ Prints and unaudited condensed financial statements of EZ Prints are attached
hereto as Exhibit 99.1 and Exhibit 99.2, respectively, and are incorporated in their entirety herein by reference:
(i) Audited financial statements of EZ Prints for the year ended March 31, 2012; and
(ii) Unaudited condensed financial statements of EZ Prints as of June 30, 2012 and for the three months ended June 30, 2012 and
June 30, 2011.
(b)

Pro Forma Financial Information

The following required pro forma financial information of CafePress, giving effect to the acquisition of EZ Prints, is attached hereto as
Exhibit 99.3 and is incorporated in its entirety herein by reference:
(i) Unaudited pro forma condensed combined balance sheet as of September 30, 2012;
(ii) Unaudited pro forma condensed combined statement of operations for the nine months ended September 30, 2012; and
(iii) Unaudited pro forma condensed combined statement of operations for the year ended December 31, 2011 and March 31, 2012.
(d)

Exhibits

Exhibit No.

Description

23.01

Consent of Bennett Thrasher P.C., independent auditors for EZ Prints.

99.1

The audited financial statements of EZ Prints for the year ended March 31, 2012.
-2-
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99.2

Unaudited condensed financial statements of EZ Prints as of June 30, 2012 and for the three months ended June 30, 2012 and
June 30, 2011.

99.3

Unaudited pro forma condensed combined financial information of CafePress and EZ Prints as of September 30, 2012; and for
the nine months ended September 30, 2012 and the year ended December 31, 2011 and March 31, 2012.
-3-
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SIGNATURE
Pursuant to the requirements 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.
Date: January 10, 2013

CafePress Inc.
By:

/s/ Monica N. Johnson
Monica N. Johnson
Chief Financial Officer

-4-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Exhibit No.

Description

23.01

Consent of Bennett Thrasher P.C., independent auditors for EZ Prints.

99.1

Audited financial statements of EZ Prints for the year ended March 31, 2012.

99.2

Unaudited condensed financial statements of EZ Prints as of June 30, 2012 and for the three months ended June 30,
2012 and June 30, 2011.

99.3

Unaudited pro forma condensed combined financial information of CafePress and EZ Prints as of September 30, 2012;
and for the nine months ended September 30, 2012 and the year ended December 31, 2011 and March 31, 2012.
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Exhibit 23.01
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference of our report dated January 8, 2013 relating to the financial statements of EZ Prints, Inc. as
of and for the year ended March 31, 2012 into this Current Report on Form 8-K/A filed on January 10, 2013.
/s/ Bennett Thrasher P.C.
Bennett Thrasher P.C.
Atlanta, Georgia
January 10, 2013
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Exhibit 99.1
EZ Prints, Inc.
Financial Statements
March 31, 2012
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Independent Auditors Report
To the Board of Directors
EZ Prints, Inc.
We have audited the accompanying balance sheet of EZ Prints, Inc. (the Company) as of March 31, 2012, and the related statement of
operations, stockholders equity, and cash flows for the year then ended. These financial statements are the responsibility of the
Companys management. Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as a basis for designing audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Companys internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of EZ Prints, Inc.
as of March 31, 2012, and the results of its operations and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.
/s/ Bennett Thrasher P.C.
January 8, 2013

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

EZ Prints, Inc.
Balance Sheet
March 31, 2012
Assets
Current assets:
Cash
Accounts receivable, net of allowance for doubtful accounts of $1,330,398
Inventories, net of reserve of $17,986
Prepaid expenses and other current assets
Total current assets

$2,987,389
2,219,861
817,852
138,150
6,163,252

Property and equipment, net

3,010,842

Other long term assets:
Deposits and other

42,428

Total assets

$9,216,522

Liabilities and Stockholders Equity
Current liabilities:
Line of credit
Accounts payable
Accrued expenses
Partner commissions payable
Capital leases - current portion

$1,500,000
1,138,392
709,762
5,192,818
27,003

Total current liabilities

8,567,975

Long term liabilities:
Capital leases - less current portion

104,874

Total liabilities

8,672,849

Stockholders equity:
Series 2 Redeemable Convertible Preferred Stock
Series 1 Redeemable Convertible Preferred Stock
Common stock
Additional paid-in capital
Treasury stock, at cost
Accumulated deficit

6,358,360
28,665,700
4,093
1,095,253
(190,079 )
(35,389,654)

Total stockholders equity

543,673

Total liabilities and stockholders equity

$9,216,522

See accompanying notes to financial statements.
-2-
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EZ Prints, Inc.
Statement of Operations
For the Year Ended March 31, 2012
Net revenue

$33,979,345

Cost of goods sold

24,455,346

Gross profit

9,523,999

Operating expenses:
Sales and marketing
General and administrative
Bad debt expense (Note 1)

1,040,236
7,225,602
1,091,014

Total operating expenses

9,356,852

Operating income

167,147

Other expense:
Interest expense, net

(61,907

Net income

$105,240

See accompanying notes to financial statements.
-3-
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EZ Prints, Inc.
Statement of Stockholders Equity
For the Year Ended March 31, 2012
Redeemable Preferred Stock

Redeemable Preferred Stock

Series 2 Redeemable

Series 1 Redeemable

Common

Additional

Treasury

Convertible Preferred Stock

Convertible Preferred Stock

Stock

Paid-In

Stock, at

Accumulated

Capital

Cost

Deficit

Shares

Balance,
April 1, 2011 1,839,837
Exercise of
Series 1
Redeemable
Convertible
Preferred
Stock
warrants
Cancellation of
treasury
stock
Issuance of
common
stock
Stock
compensation
Preferred stock
dividends
Accretion of
redeemable
preferred
stock
Net income
Balance,
March 31,
2012

Amount

Shares

Amount

Shares

Amount

Total

2,834,768

20,997,790

26,615,551

164,313

3,969

969,077





14,281

15,016





(14,873 ) 













(12,500 ) 12,500









156,366

124

4,438





4,562













149,111





149,111



302,779



1,364,912









(1,667,691 ) 




3,220,813





670,221














(3,891,034 ) 
105,240
105,240

1,839,837 $6,358,360

21,012,071 $28,665,700

(202,579) (29,936,169) 284,617



143



320,679 $4,093 $1,095,253 $(190,079) $(35,389,654) $543,673

See accompanying notes to financial statements.
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EZ Prints, Inc.
Statement of Cash Flows
For the Year Ended March 31, 2012
Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Bad debt expense
Stock compensation expense
Changes in operating assets and liabilities:
Accounts receivable
Inventories, net
Prepaid expenses and other current assets
Accounts payable
Accrued expenses
Partner commissions payable
Deferred revenue
Net cash provided by operating activities

$105,240
1,437,557
1,091,014
149,111
(1,020,005)
(54,870 )
127,002
(233,135 )
4,882
651,654
(32,500 )
2,225,950

Cash flows from investing activities:
Capitalized software
Purchases of property and equipment

(1,188,159)
(1,394,785)

Net cash used in investing activities

(2,582,944)

Cash flows from financing activities:
Principal payments on capital lease obligations
Proceeds from line of credit
Proceeds from issuance of common stock
Proceeds from exercise of warrants

(44,867
94,478
4,562
143

)

Net cash provided by financing activities

54,316

Net decrease in cash

(302,678 )

Cash at beginning of year

3,290,067

Cash at end of year

$2,987,389

Supplemental Disclosure of Cash Flow Information
Cash paid during the year for interest

$62,844

Supplemental Disclosure of Non-Cash Investing and Financing Activities
Capital lease obligations incurred to purchase equipment

$146,928

See accompanying notes to financial statements.
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EZ Prints, Inc.
Notes to Financial Statements
March 31, 2012
Note 1: Nature of Business and Summary of Significant Accounting Policies
Nature of Business
EZ Prints, Inc. (the Company), incorporated in the state of Delaware on March 29, 1995, provides private-label digital photofinishing
services and technology solutions to the consumer/retail, professional and digital content markets to customers located throughout the
world.
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could vary from these estimates.
Revenue Recognition
Revenue is recognized generally when products have been shipped or services delivered and collection of proceeds is reasonably
assured. For private-label customers (partners) in which the Company collects directly from the retail customer, the Company applies
provisions in determining whether to recognize the gross consumer revenue or net amount retained. Partner commissions are generally
recorded as cost of goods sold. For other partners, the Company records its invoiced net fee as revenue.
On contracts for partners where the Company performs up-front set-up and development services, the Company defers the amounts
invoiced to the partner, along with the costs incurred to perform the services at the time the services are provided. These amounts are
subsequently recognized as revenue and cost of goods sold, respectively, and amortized over the minimum term of the services contract,
once the partner site is in production.
Cash
Cash includes cash and highly liquid investments that are readily convertible into cash and have a maturity of 90 days or less when
purchased. At times, cash balances may exceed federally insured amounts. The Company believes it mitigates any risks by depositing
cash with a major financial institution.
Accounts Receivable
Trade accounts receivable are stated at the amount the Company expects to collect. Based on managements assessment, the Company
maintains an allowance for doubtful accounts for estimated losses resulting from the inability of its customers to make required
payments. Management considers the following factors when determining the collectability of specific customer accounts: customer
credit-worthiness, past transaction history with the customer, current economic industry trends, and changes in customer payment terms.
If the financial condition of the Companys customers were to deteriorate, adversely affecting their ability to make payments, additional
allowances would be required.
-6-
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The Company had bad debt expense of $1,091,014 for the year ended March 31, 2012. The majority of the bad debt expense in 2012
relates to the reserve of receivables due from a customer who filed for protection under Chapter 11 of the U.S. Bankruptcy Code during
the year. The reserve for this customer totaled $1,213,954 at March 31, 2012. The reserve was necessary because the Companys
receivable was unsecured and the amount that the Company may ultimately recover, if any, is not presently determinable.
Inventories
Inventories consist primarily of photographic supplies, chemicals, and various media. Inventories are recorded at the lower of cost or
market, with cost determined by average cost, which approximates the first-in, first-out method. The Company maintains a reserve for
obsolete and slow-moving inventory.
Property and Equipment
Property and equipment are stated at cost. Depreciation and amortization are computed using the straight-line method over estimated
useful lives of the individual assets, as follows: software, three to five years; computers, three years; equipment, five years; and
furniture and fixtures, five years. Leasehold improvements are amortized over the lesser of the lease term or estimated useful life.
Expenditures for major renewals and betterments which extend the useful lives of property and equipment are capitalized. Expenditures
for routine maintenance and repairs are charged to expense as incurred.
Software Developed for Internal Use
The Company capitalizes direct payroll costs associated with the development and enhancement of its software used to obtain internet
sales orders and download digital photos and the development and enhancement of its financial reporting package and manufacturing
systems. These costs are being amortized over the estimated useful life of three to five years.
Impairment of Long-Lived Assets
The Companys long-lived assets, such as property and equipment and software development costs, are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Recoverability of
assets to be held and used is measured by a comparison of the carrying amount of an asset to estimated undiscounted future cash flows
expected to be generated by the asset. If the carrying amount of an asset exceeds its estimated future cash flows, an impairment charge
is recognized for the amount by which the carrying amount of the asset exceeds the fair value of the asset. In the opinion of
management, no long-lived assets were impaired as of March 31, 2012.
Stock-Based Compensation
The Company accounts for all transactions in which goods or services are the consideration received for issuance of equity instruments
based on the fair value of the consideration received or the fair value of the equity instrument issued, whichever is more reliably
measured. The measurement date of the fair value of the equity instrument issued is the earlier of the date on which the counterpartys
performance is complete or the date on which it is probable that performance will occur.
The fair value of the stock options is determined on the grant date using the Black-Scholes option pricing model. Expected volatility is
based on the average historical volatility of publicly-traded small cap companies in the United States. The expected term of the options
granted represents the period of time that the options are expected to be outstanding. The Company used the simplified method to
estimate the expected term of the options. The risk-free rate is based on the U.S. Treasury yields in effect at the time of the grant for the
expected term of the options.
-7-
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Income Taxes
Income taxes are accounted for under the asset and liability method. Under this method, deferred tax assets and liabilities are recognized
for the estimated future tax consequences attributable to differences between the financial statement carrying amounts of existing assets
and liabilities and their respective tax bases, and operating loss and tax credit carryforwards. Deferred tax assets and liabilities are
measured using enacted tax rates in effect for the year in which those temporary differences are expected to be removed or settled. The
effect on deferred tax assets and liabilities as a result of a change in the tax rate is recognized in the statements of operations in the
period that includes the enactment date. Deferred tax assets are reduced by a valuation allowance when, in the opinion of management,
it is more likely than not that some or all of the deferred tax assets will not be realized.
The Company applies the provisions of accounting standards for income taxes. These standards require that a tax position be recognized
or derecognized based on a more-likely-than-not threshold. This applies to positions taken or expected to be taken in a tax return. The
Company does not believe its financial statements include any material uncertain tax positions. There have been no penalties or interest
incurred by the Company during the year ended March 31, 2012.
Shipping and Handling Costs
The Company includes shipping and handling fees billed to customers in net revenue and shipping and handling costs in cost of goods
sold.
Note 2: Property and Equipment
A summary of property and equipment at March 31, 2012 is as follows:
Software
Capitalized software
Computers
Equipment
Furniture and fixtures
Leasehold improvements

$436,362
1,955,940
1,433,201
7,056,791
350,257
1,167,398

Less accumulated depreciation and amortization

(9,389,107)
$3,010,842

Depreciation and amortization expense was $1,437,557 during the year ended March 31, 2012.
The Company capitalized software for internal use in the amounts of $1,188,159 for the year ended March 31, 2012. Amortization
expense was $346,028 for the year ended March 31, 2012. Unamortized cost of software for internal use as of March 31, 2012 was
$1,143,943.
-8-
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Note 3: Line of Credit
During 2012, the Company renewed and amended its credit facility. The amended agreement added a Term Facility with a maximum
credit availability of $2,000,000. The amendment also renewed an existing Revolving Facility with a maximum credit availability of
$3,500,000, limited by a borrowing base consisting of eligible accounts receivable. The Revolving Facility also includes a $500,000
non-formula borrowing tranche. The Facilities are secured and collateralized by substantially all of the Companys assets.
The Term Facility accrues interest daily at the greater of 1.5% over Prime (3.25% as of March 31, 2012) or 5.0% and matures
November 28, 2014. Payments of principal plus accrued interest are due in monthly installments. There were no draws against the Term
Facility during the year ended March 31, 2012.
The Revolving Facility accrues interest daily at the greater of 0.5% over Prime or 4.5%; containing a $25,000 sub-limit for securing
Letters of Credit and a $100,000 sub-limit for credit cards that are issued from time to time by the Company. The Revolving Facility
matures on June 1, 2013 as amended subsequent to year end. At March 31, 2012, the Revolving Facility had an outstanding balance of
$1,500,000. The remaining available balance on the Revolving Facility was $2,000,000 as of March 31, 2012.
The total amounts outstanding under the Facilities are subject to financial covenants and certain reporting requirements. As of
March 31, 2012, the Company believes it was in compliance with the financial covenants and reporting requirements.
Note 4: Capital Leases
The Company leases certain machinery and equipment under agreements that are classified as capital leases. The cost of equipment
under capital leases is included in the balance sheet as property and equipment, net and totaled $146,928 at March 31, 2012.
Accumulated amortization of the leased equipment was $17,142 at March 31, 2012.
Scheduled maturities of the future minimum lease payments under the capital leases are as follows:
Year Ending March 31:
2013
2014
2015
2016
Thereafter

$33,882
33,882
33,882
33,882
14,117

Total minimum lease payments
Less amount representing interest

149,645
(17,768 )

Present value of minimum lease payments
Less current portion

131,877
(27,003 )

Long-term portion

$104,874
-9-

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

Note 5: Stockholders Equity
In accordance with the Sixth Amended and Restated Certificate of Incorporation, the aggregate number of authorized shares of stock
which the Company can issue is 56,000,000 shares consisting of 31,000,000 shares of common stock, par value $0.01 per share,
22,000,000 shares of Series 1 Preferred Stock, par value $0.01 per share, and 3,000,000 shares of Series 2 Preferred Stock, par value
$0.01 per share. The designation of shares authorized and issued is as follows:
Shares Authorized

Common
Series 1
Series 2

Shares Issued

Shares Outstanding

31,000,000
22,000,000
3,000,000

358,554
21,132,731
1,839,837

320,679
21,012,071
1,839,837

56,000,000

23,331,122

23,172,587

At March 31, 2012 there were 37,875 common shares and 120,660 shares of Series 1 Preferred Stock held as treasury stock.
The rights, preferences, and privileges attached to the Series 1 Preferred Stock and Series 2 Preferred Stock (together, the Preferred
Stock) at March 31, 2012 are as follows:
Liquidation
In the event of any voluntary or involuntary liquidation, merger, or sale of assets of the Company, the holders of the Series 2 Preferred
Stock are entitled to be paid for each share held before any payment shall be made to the holders of Series 1 Preferred Stock or common
stock at an amount equal to $3.15 per share plus all accrued and unpaid dividends. Second, the holders of Series 1 Preferred Stock are
entitled to be paid for each share held before any payment shall be made to the holders of common stock at an amount equal to $1.05
per share plus all accrued and unpaid dividends. The liquidation preference of the Series 2 Preferred Stock as of March 31, 2012 was
$6,358,360. The liquidation preference of the Series 1 Preferred Stock as of March 31, 2012 was $28,665,700.
Dividends
Holders of Preferred Stock shall have the right to receive cumulative dividends in the amount of 5% of the original issue price, $1.05 for
the Series 1 and $3.15 for the Series 2, which amount shall compound annually and would be payable upon a liquidation event or a
redemption of Preferred Stock. Accumulated dividends for the Series 1 Preferred Stock at March 31, 2012 totaled $6,595,461.
Accumulated dividends for the Series 2 Preferred Stock at March 31, 2012 totaled $560,886.
Conversion
Any shares of Preferred Stock may, at the option of the holders, be converted at any time into fully-paid and non-assessable shares of
common stock by multiplying the number of preferred shares by the original issue price, as defined above.
Voting Rights
Each holder of Preferred Stock is entitled to vote on all matters to that number of votes equal to the largest number of whole shares of
common stock into which the shares of preferred stock could be converted. The holders of shares of preferred and common stock vote
together as a single class.
-10-
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Redemption
Beginning in November 2011, a majority of the holders of the Series 1 Preferred Stock then outstanding may exercise a redemption
option of all the outstanding shares of the Series 1 Preferred Stock. Upon exercise of this option, the Series 1 Preferred Stock shall be
redeemed for cash, at a price equal to the greater of the liquidation preference or the fair market value of the Series 1 Preferred Stock.
As of March 31, 2012, the majority of the shareholders indicated their intent not to exercise the redemption option through April 1,
2013.
Beginning in November 2011, a majority of the holders of the Series 2 Preferred Stock then outstanding may exercise a redemption
option of all the outstanding shares of the Series 2 Preferred Stock. Upon exercise of this option, the Series 2 Preferred Stock shall be
redeemed for cash, at a price equal to the greater of liquidation preference or fair market value of the Series 2 Preferred Stock. As of
March 31, 2012, the majority shareholder indicated its intent not to exercise the redemption option through April 1, 2013.
Both the Series 1 and Series 2 Preferred Stock are being accreted to its estimated redemption price over the redemption period.
Warrants
During 2003, the Company issued warrants for the purchase of 199,408 shares of common stock in connection with the Companys
bridge financing that may be exercised at a price of $0.34 per share.
During 2008 and 2009, concurrent with obtaining various debt facilities, the Company issued warrants to purchase shares of 356,505
Series 1 Preferred Stock. As of March 31, 2012, 21,362 of the warrants have been exercised. 39,831 of the warrants were issued with an
exercise price of $1.05 per share and a seven year exercise period. The remaining warrants were issued with an exercise price of $0.01
per share and a seven year exercise period.
Stock Options
In 2006, the Board of Directors approved the 2006 Stock Option Plan which provides for the granting of options to purchase up to
5,175,177 shares of the Companys common stock. The 2006 plan also governs those options issued under the 2000 Stock Option Plan
and the 2002 Stock Option Plan. Under the terms of the 2006 Plan, nonqualified stock options and incentive stock options may be
granted to employees, officers, directors, consultants, advisors or other service providers. The nonqualified options are at prices equal
to, greater than, or less than fair market value of the Companys common stock at the date of grant and the incentive options are at
prices equal to or greater than the fair market value of the Companys common stock at the date of grant. Each stock option expires 10
years from the date of grant. Options generally vest over four years.
-11-
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A summary of the activity under the 2006 Stock Option Plan is as follows:
Weighted
Number of

Average

Shares

Exercise Price

Options outstanding as of April 1, 2011
Granted
Exercised
Cancelled or expired
Forfeited

3,898,856
924,390
(12,410 )

(656,219 )

0.38
0.43
0.37

0.38

Options outstanding as of March 31, 2012

4,154,617

$ 0.39

Options exercisable as of March 31, 2012

2,842,721

$ 0.38

For options outstanding and exercisable at March 31, 2012, the exercise price ranges and average remaining lives were:
Options Outstanding

Options Exercisable
Weighted

Weighted

Exercise

Number of

Average

Number of

Average

Price

Options

Contractual Life

Options

Contractual Life

$0.17
$0.38
$0.43
$0.50

122,980
2,890,002
924,390
217,245

2.73
6.64
9.57
5.02

122,980
2,502,496

217,245

2.73
6.49

5.02

4,154,617

8.64

2,842,721

7.78

A summary of the status of the Companys nonvested shares as of March 31, 2012, and changes during the year then ended are
presented below:
Weighted
Average
Grant Date
Nonvested Options

Options

Nonvested at April 1, 2011

1,511,848

Granted
Vested
Forfeited

924,390
(716,909 )
(407,433 )

Nonvested at March 31, 2012

1,311,896
-12-
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Fair Value

$ 0.18
0.23
0.17
0.19
$ 0.22

The 2012 grant date fair value of the awards was determined to be approximately $213,000. The stock option compensation expense
related to share-based compensation arrangements during the year ended March 31, 2012 was approximately $147,000. There is
approximately $247,000 in unrecognized compensation to be recognized in future periods.
The value of each option grant has been estimated using the Black-Scholes option-pricing model. The Company applies the fair value
method of option valuation. The following weighted-average assumptions were used for the year ended March 31, 2012:
Risk-free interest rate
Expected lives (in years)
Dividend yield
Expected volatility

1.50 %
6.08
0.00 %
57.77%

Restricted Stock
A summary of the restricted stock award activity under the 2006 Stock Incentive Plan is as follows:
Weighted
Average
Number of

Grant Date

Shares

Fair Value

Nonvested restricted stock as of April 1, 2011
Granted
Exercised
Cancelled or expired
Forfeited


143,956




$
0.24




Restricted stock outstanding as of March 31, 2012

143,956

$ 0.24

Restricted stock exercisable as of March 31, 2012



$

The 2012 grant date fair value of the awards was determined to be approximately $35,000. The stock compensation expense related to
share-based compensation arrangements during the year ended March 31, 2012 was approximately $2,000. There is approximately
$33,000 in unrecognized compensation to be recognized in future periods.
The restricted shares cliff vest after seven years on April 28, 2018, or upon the occurrence of certain accelerated vesting events included
in the vesting schedule under the 2006 Stock Incentive Plan. On June 19, 2012, all shares vested under a qualifying acceleration event.
-13-
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Note 6: Income Taxes
The Company has not provided any current income tax expense or benefit for the year ended March 31, 2012 as it has historically
generated net operating losses for income tax purposes and consequently does not currently pay income taxes.
Significant components of the Companys deferred tax assets and liabilities at March 31, 2012 are as follows:
Deferred tax assets:
Federal NOL carryforward
State NOL carryforward
Deferred contract revenue
Depreciation
Allowance for bad debts
Stock compensation
Other

$5,209,342
428,230

339,679
518,851
182,029
34,975

Total deferred tax assets

$6,713,106

Deferred tax liabilities:
Deferred contract development costs

(460

Net deferred tax assets
Less valuation allowance

)

6,712,646
(6,712,646)

Deferred tax asset, net

$

At March 31, 2012, the Company had approximately $15,000,000 in Federal net operating loss carryforwards that, if not utilized, expire
beginning in 2018. The utilization of such net operating loss carryforwards and realization of tax benefits in future years depends
predominantly upon generating future taxable income. Further, the utilization of certain of these carryforwards is subject to an annual
limitation as a result of a change in ownership of the Company, as defined in the Internal Revenue Code. The limitation does not reduce
the total amount of net operating losses that may be taken, but rather substantially limits the amount that may be used during a particular
year.
Consequently, due to these uncertainties surrounding the realization of the benefits of its net favorable tax attributes in future tax returns,
the Company recorded a full valuation allowance against its net deferred tax assets at March 31, 2012, as management deemed it is
more likely than not that the deferred tax assets will not be utilized.
The Company adopted the provisions of Accounting Standards Codification (ASC) 740, related to unrecognized tax benefits and
liabilities, on January 1, 2009 and determined no accrual was necessary for unrecognized tax benefits or liabilities based on the
Companys tax positions, including all open years. The Company files income tax returns in the U.S. Federal jurisdiction and state
jurisdictions. With few exceptions, the Company is no longer subject to U.S. Federal, state and local tax authority review for years prior
to 2007.
-14-
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Note 7: Commitments and Contingencies
Operating Leases
The Company leases equipment and building space under operating leases expiring at various dates through 2016. The leases generally
require the Company to pay taxes, maintenance and insurance. Management believes that in the normal course of business, leases that
expire will be renewed or replaced by other leases.
Future minimum lease payments under the non-cancelable operating leases with original lease terms of one year or more at March 31,
2012 were as follows:
Year Ending March 31:
2013
2014
2015
2016

$504,269
517,951
495,376
477,774
$1,995,370

Rent expense was $552,827 during the year ended March 31, 2012.
Significant Concentrations
For the year ended March 31, 2012, the Company had three customers that accounted for approximately 41% of revenue. Receivables
relating to these customers constituted approximately 15% of accounts receivable at March 31, 2012.
For the year ended March 31, 2012, the Company had two vendors that accounted for approximately 20% of purchases. Payables
relating to these vendors constituted 12% of accounts payable at March 31, 2012.
Patent Fees
The Company entered into a Private Label Services patent license agreement on July 1, 2005, whereby $150,000 was payable in six
equal quarterly installments of $25,000 through January 1, 2007. The Company is also subject to a royalty of 3.5% of the net print
revenues for Private Label Services on a quarterly basis beginning July 1, 2006 through the end of the patent life to a maximum of
$3,000,000. The amount payable at March 31, 2012 was $19,057. Total royalty expense for the year ended March 31, 2012 was
$156,280. Management anticipates that during the remaining 6 to 8 year life of the patents, the royalties paid will not reach the
$3,000,000 maximum amount.
Litigation
The Company is engaged in legal proceedings arising in the normal course of business. Management believes that any liability that may
ultimately result from the resolution of these matters will not have a material impact on the Companys financial condition or results of
operations.
Employment Agreement
The Company has entered into an agreement with an executive. This agreement generally provides for, among other things,
compensation and benefits for a period of 1 year unless terminated by either party.
-15-
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Other Obligations
To assure a long-term supply of certain raw materials, the Company has agreements with various suppliers to purchase minimum
quantities of specified raw materials over the upcoming year. To the extent the Company does not take delivery of those items within the
agreed upon period, the suppliers may deliver the outstanding items and invoice for those items upon expiration of the agreement,
unless re-negotiated prior to expiration. At March 31, 2012, the amount of outstanding purchase obligations was approximately
$171,000.
Note 8: Employee Benefit Plan
The Company sponsors a 401(k) plan for all employees who have completed thirty days of service. Under the plan, employees may
elect to defer a percentage of their compensation each year subject to Internal Revenue Code limits. Beginning in September 2010, the
Company matched 100% of the employees contributions up to 2% of salary, plus 50% of the amount of the employees contributions
that exceed 2% up to 6% of salary. The Company contributions totaled $185,840 for the year ended March 31, 2012.
Note 9: Subsequent Events
On October 25, 2012, the Company was acquired by CafePress Inc. At the effective time of the acquisition, all outstanding shares of
capital stock of the Company held by the stockholders were converted into the right to receive an initial closing payment in the
aggregate amount of $30 million, subject to customary adjustments and other transaction expenses (the Initial Merger Consideration).
The agreement also provides for earn-out consideration whereby the Companys stockholders have contingent rights to receive up to
$10 million based on achievement of certain performance targets for the acquired business over the twelve months following the
acquisition. The agreement also provided for $4.5 million of the Initial Merger Consideration to be placed in an escrow account to settle
certain claims for indemnification for breaches or inaccuracies in the Companys representations and warranties, covenants and
agreements and other indemnifiable claims.
The Company has evaluated events and transactions occurring subsequent to March 31, 2012 through the date of the report, the date the
financial statements were available for issuance, and has concluded there were no recognized subsequent events requiring disclosure,
other than those described above and in Note 3 and Note 5.
*****
-16-
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Exhibit 99.2
EZ Prints, Inc.
CONDENSED BALANCE SHEET
(Unaudited)
June 30,
2012

ASSETS
CURRENT ASSETS:
Cash and cash equivalents
Accounts receivable, net of allowance for doubtful accounts of $1,260,984
Inventories, net of reserve of $6,125
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Deposit and other long term assets

$1,412,279
3,229,129
552,469
145,508
5,339,385
3,304,439
42,428

TOTAL ASSETS

$8,686,252

LIABILITIES AND STOCKHOLDERS EQUITY
CURRENT LIABILITIES:
Line of credit
Accounts payable
Accrued expenses
Partner commissions payable
Capital lease obligation, current

894,000
1,391,883
635,439
5,505,615
27,393

Total current liabilities
Capital lease obligation, non-current

8,454,330
97,877

TOTAL LIABILITIES

8,552,207

Commitments and Contingencies (Note 7)
Stockholders Equity :
Redeemable convertible preferred stock Series 2
Redeemable convertible preferred stock Series 1
Common stock
Additional paid-in capital
Treasury stock, at cost
Accumulated deficit

6,436,751
29,019,113
4,473
1,125,588
(190,079 )
(36,261,801)

TOTAL STOCKHOLDERS EQUITY

134,045

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY
See the accompanying notes to the unaudited condensed financial statements.
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$8,686,252

EZ Prints, Inc.
CONDENSED STATEMENTS OF OPERATIONS
(Unaudited)
Three Months Ended June 30,

Net revenues
Cost of net revenues
Gross profit
Operating expenses:
Sales and marketing
General and administrative
Total operating expenses
Loss from operations
Other expense:
Interest expense, net
Net loss

2012

2011

$6,727,265
4,846,275

$6,578,190
4,700,929

1,880,990

1,877,261

403,066
1,898,202

223,834
1,935,336

2,301,268

2,159,170

(420,278 )

(281,909 )

20,065

12,078

$(440,343 )
See the accompanying notes to the unaudited condensed financial statements.
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$(293,987 )

EZ Prints, Inc.
CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)
Three Months Ended June 30,

Cash Flows from Operating Activities:
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization
Stock-based compensation
Changes in operating assets and liabilities:
Accounts receivable, net
Inventories, net
Prepaid expenses and other current assets
Accounts payable
Accrued expenses
Partner commission payable
Deferred revenue

2012

2011

$(440,343 )

$(293,987 )

Net cash used in (provided by) operating activities
Cash Flows from Investing Activities:
Purchase of property and equipment
Capitalization of software and website development costs
Net cash used in investing activities
Cash Flows from Financing Activities:
Principal payments on capital lease obligations
Repayment of line of credit
Proceeds from exercise of common stock options
Proceeds from exercise of warrant
Net cash provided used in financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents  Beginning of period
Cash and cash equivalents  End of period
Supplemental Disclosures of Cash Flow Information:
Cash paid for interest
Noncash Investing and Financing Activities:
Changes in unpaid purchases of property and equipment in accounts payable
Accretion of preferred stock and preferred stock dividends

357,833
34,327

(1,009,268)
265,382
(7,358
)
233,372
(74,324 )
312,797


(1,026,225)
141,115
101,632
165,642
(125,580 )
920,240
(7,500
)

(400,120 )

267,497

(249,753 )
(319,145 )

(65,399 )
(134,799 )

(568,898 )

(200,198 )

(6,606
)
(606,000 )
6,514


(17,691 )
(905,522 )

143

(606,093 )

(923,070 )

(1,575,110)
2,987,389

(855,771 )
3,290,067

$1,412,279

$2,434,296

$14,902

$14,101

$20,119
$431,804

$(3,341
)
$1,885,397

See the accompanying notes to the unaudited condensed financial statements.
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295,420
24,202

EZ Prints, Inc.
NOTES TO UNAUDITED CONDENSED FINANCIAL STATEMENTS
Note 1: Nature of Business and Summary of Significant Accounting Policies
Business  EZ Prints, Inc. (the Company), incorporated in the state of Delaware on March 29, 1995, provides private-label digital
photofinishing services and technology solutions to the consumer/retail, professional and digital content markets to customers located
throughout the world.
On October 25, 2012, the Company was acquired by CafePress, Inc. (see Note 9 Subsequent Events).
Basis of Presentation  The accompanying unaudited condensed consolidated financial statements should be read in conjunction with
the audited financial statements of EZ Prints, Inc., as of and for the year ended March 31, 2012. In the opinion of management, all
adjustments consisting of normal recurring accruals necessary for a fair statement have been included. The results of operations for the
three months ended June 30, 2012 and 2011 are not necessarily indicative of the operating results for the full fiscal year or future
periods.
Use of Estimates  The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could vary from these estimates.
Recent Accounting Pronouncements  In May 2011, the Financial Accounting Standards Board (FASB) issued Topic 820 
Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs (Topic 820).
Topic 820 changes the wording used to describe many of the requirements in U.S. GAAP for measuring fair value and for disclosing
information about fair value measurements to ensure consistency between U.S. GAAP and IFRS. Topic 820 also expands the
disclosures for fair value measurements that are estimated using significant unobservable (Level 3) inputs. Topic 820 is effective for
interim and annual periods beginning after December 15, 2011 and is applied prospectively. The adoption of this standard did not have
material impact on the Companys financial statement footnote disclosures.
In June 2011, the FASB issued Topic 220  Presentation of Comprehensive Income (Topic 220). Topic 220 eliminates the option to
report other comprehensive income and its components in the statement of changes in equity. Topic 220 requires that all non-owner
changes in stockholders equity be presented in either a single continuous statement of comprehensive income or in two separate but
consecutive statements. The amended guidance, which must be applied retrospectively, is effective for fiscal years ending after
December 15, 2012 and annual periods thereafter, with earlier adoption permitted. The adoption of this standard will not have a material
impact on the presentation of the Companys financial statements.
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Revenue Recognition  Revenue is recognized generally when products have been shipped or services delivered and collection of
proceeds is reasonably assured.
For partners, when the Company collects directly from the retail customer, the Company recognizes the net amount retained.
On contracts for partners where the Company performs up-front set-up and development services, the Company defers the amounts
invoiced to the partner, along with the costs incurred to perform the services at the time the services are provided. These amounts are
subsequently recognized as revenue and cost of goods sold, respectively, and amortized over the minimum term of the services contract,
once the partner site is in production.
Fair Value  The Company records its monetary assets and liabilities, including accounts receivable, accounts payable and accrued
liabilities, at fair value. The accounting standard for fair value provides a framework for measuring fair value, and defines fair value as
the price that would be received to sell an asset or paid to transfer a liability (an exit price) in an orderly transaction between market
participants at the reporting date. The accounting standard establishes a three-tier hierarchy, which prioritizes the inputs used in the
valuation methodologies in measuring fair value:
Level 1  Quoted prices in active markets for identical assets or liabilities. The Company considers a market to be active when
transactions for the asset occur with sufficient frequency and volume to provide pricing information on an ongoing basis.
Level 2  Inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices for similar assets or
liabilities; quoted prices in markets that are not active; or other inputs that are observable or can be corroborated by observable
market data for substantially the full term of the assets or liabilities.
Level 3  Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the
assets or liabilities. The valuation of Level 3 investments requires the use of significant management judgments or estimation.
The Companys financial instruments, including cash and cash equivalents, accounts receivable, accounts payable and accrued
liabilities have carrying amounts which approximate fair value due to the short-term maturity of these instruments.
The following table represents the Companys fair value hierarchy for its financial assets:
June 30, 2012
Fair Value

Level I

Cash and cash equivalents:
Money market funds

$22,435

Total financial assets

$22,435
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Level II

Level III

$22,435

$

$ 

$22,435

$

$ 

Cash and cash equivalents  Cash includes cash and highly liquid investments that are readily convertible into cash and have a
maturity of 90 days or less when purchased. At times, cash balances may exceed federally insured amounts. The Company believes it
mitigates any risks by depositing cash with a major financial institution.
Accounts Receivable  Trade accounts receivable are stated at the amount the Company expects to collect. Based on managements
assessment, the Company maintains an allowance for doubtful accounts for estimated losses resulting from the inability of its customers
to make required payments. Management considers the following factors when determining the collectability of specific customer
accounts: customer credit-worthiness, past transaction history with the customer, current economic industry trends, and changes in
customer payment terms. If the financial condition of the Companys customers were to deteriorate, adversely affecting their ability to
make payments, additional allowances would be required.
Inventories  Inventories consist primarily of photographic supplies, chemicals, and various media. Inventories are recorded at the
lower of cost or market, with cost determined by average cost, which approximates the first-in, first-out method. The Company
maintains a reserve for obsolete and slow-moving inventory.
Property and Equipment  Property and equipment are stated at cost. Depreciation and amortization are computed using the straightline method over estimated useful lives of the individual assets, as follows: software, three to five years; computers, three years;
equipment, five years; and furniture and fixtures, five years. Leasehold improvements are amortized over the lesser of the lease term or
estimated useful life.
Expenditures for major renewals and betterments which extend the useful lives of property and equipment are capitalized. Expenditures
for routine maintenance and repairs are charged to expense as incurred.
Software Developed for Internal Use  The Company capitalizes direct payroll costs associated with the development and
enhancement of its software used to obtain internet sales orders and download digital photos and the development and enhancement of
its financial reporting package and manufacturing systems. These costs are being amortized over the estimated useful life of three to five
years.
Impairment of Long-Lived Assets  The Companys long-lived assets, such as property and equipment and software development
costs, are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not
be recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an asset to
estimated undiscounted future cash flows expected to be generated by the asset. If the carrying amount of an asset exceeds its estimated
future cash flows, an impairment charge is recognized for the amount by which the carrying amount of the asset exceeds the fair value
of the asset. In the opinion of management, no long-lived assets were impaired as of June 30, 2012.
Stock-Based Compensation  The Company accounts for all transactions in which goods or services are the consideration received for
issuance of equity instruments based on the fair value of the consideration
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received or the fair value of the equity instrument issued, whichever is more reliably measured. The measurement date of the fair value
of the equity instrument issued is the earlier of the date on which the counterpartys performance is complete or the date on which it is
probable that performance will occur.
The fair value of the stock options is determined on the grant date using the Black-Scholes option pricing model. Expected volatility is
based on the average historical volatility of publicly-traded small cap companies in the United States. The expected term of the options
granted represents the period of time that the options are expected to be outstanding. The Company used the simplified method to
estimate the expected term of the options. The risk-free rate is based on the U.S. Treasury yields in effect at the time of the grant for the
expected term of the options.
Income Taxes  Income taxes are accounted for under the asset and liability method. Under this method, deferred tax assets and
liabilities are recognized for the estimated future tax consequences attributable to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax bases, and operating loss and tax credit carryforwards. Deferred tax
assets and liabilities are measured using enacted tax rates in effect for the year in which those temporary differences are expected to be
removed or settled. The effect on deferred tax assets and liabilities as a result of a change in the tax rate is recognized in the statements
of operations in the period that includes the enactment date. Deferred tax assets are reduced by a valuation allowance when, in the
opinion of management, it is more likely than not that some or all of the deferred tax assets will not be realized.
The Company applies the provisions of accounting standards for income taxes. These standards require that a tax position be recognized
or derecognized based on a more-likely-than-not threshold. This applies to positions taken or expected to be taken in a tax return. The
Company does not believe its financial statements include any material uncertain tax positions. There have been no penalties or interest
incurred by the Company during the three months ended June 30, 2012 or 2011.
Shipping and Handling Costs  The Company includes shipping and handling fees billed to customers in net revenue and shipping and
handling costs in cost of goods sold.
Note 2: Property and Equipment
A summary of property and equipment at June 30, 2012 is as follows:
Software
Capitalized software
Computers
Equipment
Furniture and fixtures
Leasehold improvements
Construction in progress
Less accumulated depreciation and amortization

$436,361
2,275,086
1,445,783
7,271,180
359,254
1,196,301
5,000
(9,684,526)
$3,304,439
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Note 3: Line of Credit
The Company has a credit facility with a commercial bank under which it has a Term Facility with a maximum credit availability of
$2,000,000 and a Revolving Facility with a maximum credit availability of $3,500,000, limited by a borrowing base consisting of
eligible accounts receivable. The Revolving Facility also includes a $500,000 non-formula borrowing tranche. The Facilities are secured
and collateralized by substantially all of the Companys assets.
The Term Facility accrues interest daily at the greater of 1.5% over Prime (3.25% as of June 30, 2012) or 5.0% and matures
November 28, 2014. Payments of principal plus accrued interest are due in monthly installments. There were no draws against the Term
Facility at June 30, 2012.
The Revolving Facility accrues interest daily at the greater of 0.5% over Prime or 4.5%; containing a $25,000 sub-limit for securing
Letters of Credit and a $100,000 sub-limit for credit cards that are issued from time to time by the Company. The Revolving Facility
matures on June 1, 2013. At June 30, 2012, the Revolving Facility had an outstanding balance of $894,000. The remaining available
balance on the Revolving Facility was $2,606,000 as of June 30, 2012.
The total amounts outstanding under the Facilities are subject to financial covenants and certain reporting requirements. As of June 30,
2012, the Company believes it was in compliance with the financial covenants and reporting requirements.
Note 4: Capital Leases
The Company leases certain machinery and equipment under agreements that are classified as capital leases. The cost of equipment
under capital leases is included in the balance sheets as property and equipment, net and totaled $146,928 at June 30, 2012.
Accumulated amortization of the leased equipment was $24,488 at June 30, 2012.
Scheduled maturities of the future minimum lease payments under the capital leases are as follows:
Years Ending March 31:
Remaining 9 months of 2013
2014
2015
2016
Thereafter
Total minimum lease payments
Less amount representing interest
Present value of minimum lease payments
Less current portion
Long-term portion
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$25,411
33,882
33,882
33,882
14,117
141,174
(15,904 )
125,270
(27,393 )
$97,877

Note 5: Stockholders Equity
In accordance with the Sixth Amended and Restated Certificate of Incorporation, the aggregate number of authorized shares of stock
which the Company can issue is 56,000,000 shares consisting of 31,000,000 shares of common stock, par value $0.01 per share,
22,000,000 shares of Series 1 Preferred Stock, par value $0.01 per share, and 3,000,000 shares of Series 2 Preferred Stock, par value
$0.01 per share. The designation of shares authorized and issued is as follows:
Shares

Common
Series 1
Series 2

Shares

Authorized

Shares Issued

Outstanding

31,000,000
22,000,000
3,000,000

396,534
21,132,731
1,839,837

358,659
21,012,071
1,839,837

56,000,000

23,369,102

23,210,567

At June 30, 2012, there were 37,875 common shares and 120,660 shares of Series 1 Preferred Stock held as treasury stock.
The rights, preferences, and privileges attached to the Series 1 Preferred Stock and Series 2 Preferred Stock (together, the Preferred
Stock) at June 30, 2012 are as follows:
Liquidation  In the event of any voluntary or involuntary liquidation, merger, or sale of assets of the Company, the holders of the
Series 2 Preferred Stock are entitled to be paid for each share held before any payment shall be made to the holders of Series 1 Preferred
Stock or common stock at an amount equal to $3.15 per share plus all accrued and unpaid dividends. Second, the holders of Series 1
Preferred Stock are entitled to be paid for each share held before any payment shall be made to the holders of common stock at an
amount equal to $1.05 per share plus all accrued and unpaid dividends. The liquidation preference of the Series 2 Preferred Stock as of
June 30, 2012 was $6,436,751. The liquidation preference of the Series 1 Preferred Stock as of June 30, 2012 was $29,019,113.
Dividends  Holders of Preferred Stock shall have the right to receive cumulative dividends in the amount of 5% of the original issue
price, $1.05 for the Series 1 and $3.15 for the Series 2, which amount shall compound annually and would be payable upon a liquidation
event or a redemption of Preferred Stock. Accumulated dividends for the Series 1 Preferred Stock at June 30, 2012 totaled $6,948,874.
Accumulated dividends for the Series 2 Preferred Stock at June 30, 2012 totaled $639,277.
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Conversion  Any shares of Preferred Stock may, at the option of the holders, be converted at any time into fully-paid and nonassessable shares of common stock by multiplying the number of preferred shares by the original issue price, as defined above.
Voting Rights  Each holder of Preferred Stock is entitled to vote on all matters to that number of votes equal to the largest number of
whole shares of common stock into which the shares of preferred stock could be converted. The holders of shares of preferred and
common stock vote together as a single class.
Redemption  Beginning in November 2011, a majority of the holders of the Series 1 Preferred Stock then outstanding may exercise a
redemption option of all the outstanding shares of the Series 1 Preferred Stock. Upon exercise of this option, the Series 1 Preferred
Stock shall be redeemed for cash, at a price equal to the greater of the liquidation preference or the fair market value of the Series 1
Preferred Stock. As of June 30, 2012, the majority of the shareholders indicated their intent not to exercise the redemption option
through April 1, 2013. Beginning in November 2011, a majority of the holders of the Series 2 Preferred Stock then outstanding may
exercise a redemption option of all the outstanding shares of the Series 2 Preferred Stock. Upon exercise of this option, the Series 2
Preferred Stock shall be redeemed for cash, at a price equal to the greater of liquidation preference or fair market value of the Series 2
Preferred Stock. As of June 30, 2012 both the Series 1 and Series 2 Preferred Stock are fully accreted to its estimated redemption price.
Warrants  During 2003, the Company issued warrants for the purchase of 199,408 shares of common stock in connection with the
Companys bridge financing that may be exercised at a price of $0.34 per share. During 2008 and 2009, concurrent with obtaining
various debt facilities, the Company issued warrants to purchase shares of 356,505 Series 1 Preferred Stock. As of June 30, 2012,
21,362 of the warrants have been exercised. 39,831 of the warrants were issued with an exercise price of $1.05 per share and a seven
year exercise period. The remaining warrants were issued with an exercise price of $0.01 per share and a seven year exercise period.
Stock Options  In 2006, the Board of Directors approved the 2006 Stock Option Plan which provides for the granting of options to
purchase up to 5,175,177 shares of the Companys common stock. The 2006 plan also governs those options issued under the 2000
Stock Option Plan and the 2002 Stock Option Plan. Under the terms of the 2006 Plan, nonqualified stock options and incentive stock
options may be granted to employees, officers, directors, consultants, advisors or other service providers. The nonqualified options are
at prices equal to, greater than, or less than fair market value of the Companys common stock at the date of grant and the incentive
options are at prices equal to or greater than the fair market value of the Companys common stock at the date of grant. Each stock
option expires 10 years from the date of grant. Options generally vest over four years. As of June 30, 2012 there were 1,129,933 options
available for grant under the plan.
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A summary of the activity under the 2006 Stock Option Plan is as follows:
Weighted

Weighted

Average

Average

Number of

Exercise

Contractual

Shares

Price

Life

Options outstanding as of March 31, 2011
Granted (weighted-average fair value of $0.22)
Exercised
Cancelled or expired
Forfeited

3,898,856
287,918

(143,956 )


Options outstanding as of June 30, 2011

4,042,818

Number of
Shares

Options outstanding as of March 31, 2012
Granted
Exercised
Cancelled or expired
Forfeited

4,154,617

(37,980 )
(359,305 )


Options outstanding as of June 30, 2012

$ 0.38
0.43

0.35


7.49

0.38

7.35

Weighted

Weighted

Average

Average

Exercise

Contractual

Price

Life

$ 0.39

0.17
0.38


7.09

3,757,332

0.39

6.91

Options exercisable as of June 30, 2012

2,596,843

0.38

6.05

Options unvested as of June 30, 2012

1,160,489

0.42

8.83

The stock option compensation expense related to share-based compensation arrangements during the three months ended June 30, 2012
and 2011 was approximately $24,000 and $34,000, respectively. Such amounts are included in general and administrative expenses. As
of June 30, 2012 there is approximately $220,000 in unrecognized compensation to be recognized in future periods.
The value of each option grant has been estimated using the Black-Scholes option-pricing model. The Company applies the fair value
method of option valuation. There were no options grants during three months ended June 30, 2012. The following weighted-average
assumptions were used for the three months ended June 30, 2011:
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Risk-free interest rate
Expected lives (in years)
Dividend yield
Expected volatility

2.37 %
6.08
0.00 %
52.35%

Restricted Stock  In October 2011 the Company granted 143,956 unvested restricted shares at the grant fair value of the award
estimated to be approximately $35,000. The restricted shares cliff vest after seven years on April 28, 2018, or upon the occurrence of
certain accelerated vesting events included in the vesting schedule under the 2006 Stock Incentive Plan. On June 19, 2012, all shares
vested under a qualifying acceleration event.
Note 6: Income Taxes
Deferred income taxes result from the tax effect of transactions that are recognized in different periods for financial statement and
income tax reporting purposes. The Companys net deferred income tax assets at June 30, 2012 have been fully offset by a valuation
allowance as their realization is not reasonably assured. These deferred income tax assets consist primarily of the benefit of net
operating loss carryforwards.
The Tax Reform Act of 1986 limits the use of net operating losses and tax credit carryforwards in certain situations where changes occur
in the stock ownership of a company. If the Company should have an ownership change, as defined by the tax law, utilization of the
carryforwards could be restricted.
Note 7: Commitments and Contingencies
Operating Leases  The Company leases equipment and building space under operating leases expiring at various dates through 2016.
The leases generally require the Company to pay taxes, maintenance and insurance. Management believes that in the normal course of
business, leases that expire will be renewed or replaced by other leases.
Future minimum lease payments under the non-cancelable operating leases with original lease terms of one year or more at June 30,
2012 were as follows:
Years Ending March 31:
Remaining 9 months of 2013
2014
2015
2016

$379,218
517,951
495,376
477,774
$1,870,319

Rent expense was $137,458 and $128,891 during the three months ended June 30, 2012 and 2011, respectively.
Significant Concentrations  For the three months ended June 30, 2012 the Company had three customers that accounted for
approximately 53% of revenue. Receivables relating to these customers
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constituted approximately 59% of accounts receivable at June 30, 2012. For the three months ended June 30, 2012 the Company had
four customers that accounted for approximately 68% of revenue. For the three months ended June 30, 2012 and 2011, the Company
had one vendor that accounted for approximately 12% and 17% of purchases, respectively.
Litigation  The Company is engaged in legal proceedings arising in the normal course of business. Management believes that any
liability that may ultimately result from the resolution of these matters will not have a material impact on the Companys financial
condition or results of operations.
Other Obligations  To assure a long-term supply of certain raw materials, the Company has agreements with various suppliers to
purchase minimum quantities of specified raw materials over the upcoming year. To the extent the Company does not take delivery of
those items within the agreed upon period, the suppliers may deliver the outstanding items and invoice for those items upon expiration
of the agreement, unless re-negotiated prior to expiration. At June 30, 2012, the amount of outstanding purchase obligations was
approximately $25,300.
Note 8: Employee Benefit Plan
The Company sponsors a 401(k) plan for all employees who have completed thirty days of service. Under the plan, employees may
elect to defer a percentage of their compensation each year subject to Internal Revenue Code limits. Beginning in September 2010, the
Company matched 100% of the employees contributions up to 2% of salary, plus 50% of the amount of the employees contributions
that exceed 2% up to 6% of salary. The Company contributions totaled $49,938 and $44,427 for the three months ended June 30, 2012
and 2011, respectively.
Note 9: Subsequent Events
On October 25, 2012, the Company was acquired by CafePress, Inc. under a definitive Agreement and Plan of Merger (the Merger
Agreement). Pursuant to the terms of the Merger Agreement, the Company became a wholly-owned subsidiary of CafePress for
approximately $30 million in cash. In addition, CafePress may pay earn-out proceeds to the Companys shareholders of up to an
additional $10 million based on achievement of certain performance targets over the twelve months following the closing of the Merger.
*****
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Exhibit 99.3
UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS
The following unaudited pro forma condensed combined balance sheet and statement of operations are presented to give effect to the
purchase of all of the outstanding capital stock by CafePress, Inc. (CafePress) through the merger (the Transaction) of CafePress
with EZ Prints, Inc. (EZ Prints). The pro forma information was prepared based on the historical consolidated financial statements
and related notes of CafePress and EZ Prints after giving effect to the Transaction using the acquisition method of accounting. In
addition, certain historical EZ Prints balances have been reclassified to conform to CafePress presentation.
The unaudited pro forma condensed combined balance sheet as of September 30, 2012 is presented as if the Transaction had occurred
on September 30, 2012. The unaudited pro forma combined statements of operations combine the results of operations of CafePress and
EZ Prints for the nine months ended September 30, 2012, and the results of CafePress for the year ended December 31, 2011 and EZ
Prints for the year ended March 31, 2012 and are presented as if the Transaction had occurred on January 1, 2011 and were carried
forward through each of the aforementioned periods presented.
The preliminary allocation of the purchase price used in the unaudited pro forma condensed combined financial statements is based
upon an estimated valuation of certain assets and liabilities acquired as if the Transaction had occurred on September 30, 2012. The
estimates and assumptions are subject to change during the measurement period (up to one year from the acquisition date) upon the
finalization of the valuation of the Transaction as of the actual acquisition date of October 25, 2012.
The unaudited pro forma condensed combined financial statements have been prepared for illustrative purposes only and are not
intended to represent or be indicative of the consolidated financial position or results of operations in future periods or the results that
actually would have been achieved had CafePress and EZ Prints been a combined company during the respective periods presented. The
unaudited pro forma condensed combined financial statements do not reflect any operating efficiencies, post-Transaction synergies and/
or cost savings that CafePress may achieve with respect to the combined companies.
These unaudited pro forma condensed combined financial statements should be read in conjunction with CafePress historical
consolidated financial statements and related notes included in its Prospectus filed on March 29, 2012, and Form 10-Q for the nine
months ended September 30,2012, as well as EZ Prints historical financial statements and related notes for the year ended March 31,
2012, and for the three months ended June 30, 2012 and 2011, which are included as Exhibits 99.1 and 99.2, respectively, to this Form
8-K/A.
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CAFEPRESS, INC.
UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEET
AS OF SEPTEMBER 30, 2012
(in thousands)
Historical
Pro forma

Pro forma

CafePress

EZ Prints

Adjustments

Combined

ASSETS
Current assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net
Inventory
Deferred tax assets
Deferred costs
Prepaid expenses and other current assets

$45,507
9,652
3,466
7,591
1,842
3,405
8,302

$1,464

2,636
724


132

$ (30,000 )

(25
)

1,550

(250
)

Total current assets
Property and equipment, net
Goodwill
Intangible assets, net
Deferred tax assets
Other assets
Total assets

79,765
16,683
17,204
10,001
3,250
314
$127,217

4,956
3,427



42
$8,425

(28,725 )
(1,556 )
22,775
11,130


$ 3,624

LIABILITIES, AND STOCKHOLDERS EQUITY (DEFICIT)
Current liabilities:
Line of credit
Accounts payable
Accrued royalties payable and payable to partners
Accrued liabilities
Income tax payable
Deferred revenue
Capital lease obligation, current

$
7,010
4,605
13,277

6,717
495

$894
1,223
5,797
632


28


(25

3,673




Total current liabilities
Capital lease obligation, non-current
Other long-term liabilities

32,104
2,327
3,668

8,574
90
200

3,648

(200

TOTAL LIABILITIES

38,099

8,864

3,448

Stockholders Equity:
Preferred stock Series 1 and 2
Common stock
Additional paid-in capital
Treasury stock
Accumulated deficit


2
92,804

(3,688 )

35,887
4
1,101
(190 )
(37,241)

(35,887 )
(4
)
(1,101 )
190
36,978

TOTAL STOCKHOLDERS EQUITY (DEFICIT)
TOTAL LIABILITIES AND STOCKHOLDERS EQUITY

89,118
$127,217

(439 )
$8,425

176
$ 3,624

See accompanying notes to the unaudited pro forma condensed combined financial statements.
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)

A
B
D
B
C
D
D

B
E

)

B

$16,971
9,652
6,077
8,315
3,392
3,405
8,184
55,996
18,554
39,979
21,131
3,250
356
$139,266

$894
8,208
10,402
17,582

6,717
523
44,326
2,417
3,668
50,411

F
F
F
F
F
F


2
92,804

(3,951 )
88,855
$139,266

CAFEPRESS, INC.
UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2012 (in thousands, except per share data)
Historical
Pro forma

Pro forma
Combined

CafePress

EZ Prints

Adjustments

$130,537
76,015

$19,141
14,222

$ (176
(176

54,522

4,919



34,338
9,810
12,181
2,508

2,081
1,677
3,530


238
1,224

(283

58,837

7,288

1,179

(4,315 )
58
(146 )

(2,369 )

(54
)

(1,179
(58


)
)

J

(4,403 )
(1,216 )

(2,423 )


(1,237
(420

)
)

K

Net loss

$(3,187 )

$(2,423 )

Net loss per share of common stock
Basic and diluted

$(0.22

Net revenue
Cost of net revenues:
Gross profit:
Operating expenses:
Sales and marketing
Technology and development
General and administrative
Acquisition-related costs
Total operating expenses
Loss from operations
Interest income
Interest expense
Loss before provision for income taxes
Benefit from income taxes

Shares used in computing net loss per share of common stock
Basic and diluted

$ (817

)

14,319

See accompanying notes to the unaudited pro forma condensed combined financial statements.
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)
)

B
B

$149,502
90,061
59,441

G
H
)

I

36,657
12,711
15,711
2,225
67,304

)

(7,863 )

(200 )
(8,063 )
(1,636 )
$(6,427 )
$(0.45
14,319

)

CAFEPRESS, INC.
UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2011 AND MARCH 31, 2012 (in thousands, except per share data)
Historical

Net revenue
Cost of net revenues:
Gross profit:
Operating expenses:
Sales and marketing
Technology and development
General and administrative
Acquisition-related costs
Total operating expenses
Income from operations
Interest income
Interest expense
Income before provision for income taxes
Provision (benefit) for income taxes

Pro forma

Pro forma
Combined

CafePress

EZ Prints

Adjustments

$175,482
100,191

$33,979
24,455

$ (21
(21

75,291

9,524



40,809
12,768
13,573
2,696

2,436
2,413
4,508


318
1,797



69,846

9,357

2,115

5,445
56
(194

167

(62

(2,115
(56


)
)

)

)

)
)

B
B

$209,440
124,625
84,815

G
H

43,563
16,978
18,081
2,696
81,318

J

3,497

(256

5,307
1,701

105


(2,171
(738

)
)

Net income (loss)

$3,606

$105

$ (1,433

)

Net income per share of common stock:
Basic

$0.17

$0.07

$0.16

$0.07

Diluted
Shares used in computing net income per share of common stock:
Basic
Diluted

K

3,241
963
$2,278

8,798

8,798

9,403

9,403

See accompanying notes to the unaudited pro forma condensed combined financial statements.
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)

CAFEPRESS, INC.
NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS
1.

Basis of Presentation

Pro forma combined income statement for the year ended December 31, 2011 includes historical income statement of EZ Prints for the
year ended March 31, 2012. Pro forma combined income statement for the nine months ended September 30, 2012 includes historical
income statement of EZ Prints for the period from January 1, 2012 to September 30, 2012. As such the following results of EZ Prints for
the three months period ended March 31, 2012 were included in both periods presented:
Three months ended
March 31, 2012

Net revenue
Costs of net revenues:

$ 6,767
5,187

Gross profit:

1,580

Operating expenses:
Sales and marketing
Technology and development
General and administrative
Bad debt expense

711
324
866
1,091

Total operating expenses

2,992

Loss from operations
Other expenses, net

(1,412
22

)

Loss before provision for income taxes
Provision for income taxes

(1,434


)

$ (1,434

)

Net loss
2.

Acquisition of EZ Prints, Inc.

The Company acquired EZ Prints Inc., a complete deployable e-commerce platform, on October 25, 2012. The purchase consideration
issued included cash payment of $30 million, and additional cash earn-outs (not to exceed $10 million in aggregate) contingent upon
achieving certain performance targets for the twelve months following the closing of the Transaction. The contingent earn-outs are
valued using a probability-based approach on various revenue assumptions. Final determination of the earn-out liability can range from
zero to $10 million based on the actual achievement of the revenue targets.
The preliminary purchase price of and purchase price allocation for EZ Prints, as presented below, are our best estimates. These
estimates are preliminary as the Company is currently in the process of finalizing many of the purchase amounts presented below.
Preliminary purchase price
In thousands

Cash
Fair value of contingent consideration

$ 30,000
3,460
$ 33,460
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The total preliminary purchase price was allocated to EZ Prints net tangible and identifiable intangible assets based on their estimated
fair values as of October 25, 2012 as set forth below.
Preliminary purchase price allocation
Estimated
In thousands

Current assets
Fixed assets and other long-term assets
Intangible assets:
Customer relationships
Developed technology (Builder)
Developed technology (E-Commerce)
Developed technology (Order to Store)
Developed technology (Back-end)
Goodwill
Deferred tax asset, net
Liabilities assumed

$ 4,956
1,913
2,540
6,940
550
90
1,010
22,775
1,550
(8,864 )

useful lives

Method of

(in years)

amortization

N/A
2-5

Straight-line

8
4
3
4
5
N/A
N/A
N/A

Straight-line
Straight-line
Straight-line
Straight-line
Straight-line

$ 33,460
3.

Pro forma financial statement adjustments

A

To record the purchase price of $30.0 million paid in cash

B

To eliminate Intercompany balances and transactions

C

To eliminate historical EZ Prints technology related assets to be replaced with a fair market value of developed technology
acquired

D

To record preliminary goodwill and intangible assets acquired and deferred taxes

E

To record following adjustments to liabilities:
To record a fair value of the estimated potential earn out payment
To record direct acquisition-related costs incurred by CafePress
To eliminate Intercompany balances and transactions

$3,460
263
(50)
$3,673

F

To record following adjustments to stockholders equity:
To eliminate EZ Prints historical stockholders equity:
Preferred stock Series 1 and 2
Common stock
Additional paid-in capital
Treasury Stock
Accumulated deficit

$(35,887)
(4
)
(1,101 )
190
37,241
439

To record direct acquisition-related costs incurred by CafePress

(263
$176
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)

G

To record the estimated amount of amortization of customer relationships acquired by CafePress over its estimated useful life

H

To record following adjustments to Technology and development expenses:
Year ended

To record the estimated amount of amortization of developed
technology asset acquired by CafePress over its estimated useful
life
To eliminate amortization of internally developed software historically
capitalized by EZ Prints

Nine months

December 31,

ended

2011 and

September 30,

March 31,

2012

2012

$ 1,607

$ 2,143

(383
$ 1,224

)

(346

)

$ 1,797

I

To eliminate CafePress acquisition-related costs included in their respective historical financials that are non-recurring in
nature.

J

To record the estimated decrease in interest income due to the reduction in cash used for the acquisition.

K

To record tax benefit to reflect the pro forma income tax impact at the statutory federal income tax rate. The pro forma
combined provision and benefit for income taxes do not reflect the amounts that would have resulted had the Company and
EZ Prints filed consolidated income tax returns during the period presented.
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