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ITEM 7.  MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
   OPERATIONS  

 
Organization of Information 

 
Management’s Discussion and Analysis provides a narrative on our financial performance and condition that should be read 
in conjunction with the consolidated financial statements and related notes appearing elsewhere in this report.  This 
discussion contains forward-looking statements reflecting our current expectations and estimates and assumptions concerning 
events and financial trends that may affect our future operating results or financial position.  Actual results and the timing of 
events may differ materially from those contained in these forward-looking statements due to a number of factors, including 
those discussed in the sections entitled “Risk Factors” and “Cautionary Note Regarding Forward-Looking Statements” and 
elsewhere in this report.  The historical data presented below is not indicative of future results.  Management’s Discussion 
and Analysis includes the following sections: 
 

• Our Business 
• Overview of 2008 Results 
• 2009 Priorities 
• Results of Operations 
• Liquidity and Capital Resources 
• Seasonality 
• Off-Balance Sheet Risk Disclosure 
• Contractual and Commercial Commitments 
• Critical Accounting Policies and Estimates 
• Recent Accounting Pronouncements 

 
Our Business 

 
COMSYS IT Partners, Inc. and our wholly-owned subsidiaries (collectively, “us,” “our” or “we”) provide a full range of 
specialized IT staffing and project implementation services, including website development and integration, application 
programming and development, client/server development, systems software architecture and design, systems engineering 
and systems integration.  We also provide services that complement our IT staffing services, such as vendor management, 
project solutions, process solutions and permanent placement of IT professionals.  Our TAPFIN Process Solutions division 
offers total human capital fulfillment and management solutions within three core service areas: vendor management 
services, services procurement management and recruitment process outsourcing.  We operate through the following wholly-
owned subsidiaries: 
 

• COMSYS Services, LLC (“COMSYS Services”), an IT staffing services provider, 
• COMSYS Information Technology Services, Inc. (“COMSYS IT”), an IT staffing services provider, 
• Pure Solutions, Inc. (“Pure Solutions”), an information technology services company, 
• Econometrix, LLC (“Econometrix”), a vendor management systems software provider, 
• Plum Rhino Consulting LLC (“Plum Rhino”), a specialty staffing services provider to the financial services 

industry, 
• Praeos Technologies, Inc. (“Praeos”), a business intelligence and business analytics consulting services provider, 
• T. Williams Consulting, LLC (“TWC”), a recruitment process outsourcing and human resources consulting 

provider, and 
• ASET International Services, Inc. (“ASET”), a globalization, localization and interactive language services 

provider. 
 
Our mission is to become a leading company in the IT staffing services industry in the United States.  We intend to pursue 
this mission through a combination of internal growth and strategic acquisitions that complement or enhance our business.  

 
Industry trends that affect our business include:  

 
• rate of technological change;  
• rate of growth in corporate IT and professional services budgets;  
• penetration of IT and professional services staffing in the general workforce;  
• outsourcing of the IT and professional services workforce; and  
• consolidation of supplier bases.  
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We anticipate our growth will be primarily generated from greater penetration of our service offerings with our current 
clients, introducing new service offerings to our customers and obtaining new clients.  Our strategy for achieving this growth 
includes cross-selling our vendor management services, project solutions services and process solutions services to existing 
IT staffing customers, aggressively marketing our services to new clients, expanding our range of value-added services, 
enhancing brand recognition and making strategic acquisitions.  

 
The success of our business depends primarily on the volume of assignments we secure, the bill rates for those assignments, the costs 
of the consultants that provide the services and the quality and efficiency of our recruiting, sales and marketing and administrative 
functions.  Our experienced, tenured workforce, our proven track record, our recruiting and candidate screening processes, our strong 
account management team and our efficient and consistent administrative processes are factors that we believe are key to the success 
of our business.  Factors outside of our control, such as the demand for IT and other professional services, general economic 
conditions and the supply of qualified professionals, will also affect our success.  

 
Our revenue is primarily driven by bill rates and billable hours.  Most of our billings for our staffing and project solutions 
services are on a time-and-materials basis, which means we bill our customers based on pre-agreed bill rates for the number 
of hours that each of our consultants works on an assignment.  Hourly bill rates are typically determined based on the level of 
skill and experience of the consultants assigned and the supply and demand in the current market for those qualifications.  
General economic conditions, macro IT and profession service expenditure trends and competition may create pressure on 
our pricing.  Increasingly, large customers, including those with preferred supplier arrangements, have been seeking pricing 
discounts in exchange for higher volumes of business or maintaining existing levels of business.  Billable hours are affected 
by numerous factors, such as the quality and scope of our service offerings and competition at the national and local levels.  
We also generate fee income by providing vendor management and permanent placement services.  

 
Our principal operating expenses are cost of services and selling, general and administrative expenses.  Cost of services is 
comprised primarily of the costs of consultant labor, including employees, subcontractors and independent contractors, and 
related employee benefits.  Approximately 65% of our consultants are employees and the remainder are subcontractors and 
independent contractors.  We compensate most of our consultants only for the hours that we bill to our clients, which allows 
us to better match our labor costs with our revenue generation.  With respect to our consultant employees, we are responsible 
for employment-related taxes, medical and health care costs and workers’ compensation.  Labor costs are sensitive to shifts in 
the supply and demand of professionals, as well as increases in the costs of benefits and taxes.  

 
The principal components of selling, general and administrative expenses are salaries, selling and recruiting commissions, 
advertising, lead generation and other marketing costs and branch office expenses.  Our branch office network allows us to 
leverage certain selling, general and administrative expenses, such as advertising and back office functions.   

 
Our back office functions, including payroll, billing, accounts payable, collections and financial reporting, are consolidated in 
our customer service center in Phoenix, Arizona, which operates on a PeopleSoft platform.  We also have a proprietary, web-
enabled front-office system that facilitates the identification, qualification and placement of consultants in a timely manner.  
We maintain a national recruiting center, a centralized call center for scheduling sales appointments and a centralized 
proposals and contract services department.  We believe this scalable infrastructure allows us to provide high quality service 
to our customers and will facilitate our internal growth strategy and allow us to continue to integrate acquisitions rapidly.  

 
Our fiscal year ends on the Sunday closest to December 31st.  Therefore, the fiscal year-ends for 2008, 2007 and 2006 were 
December 28, 2008, December 30, 2007, and December 31, 2006, respectively. 
  
Overview of 2008 Results 

 
Our stated priorities for 2008 were internal growth, efficiency improvements, further debt reductions and improved working capital 
management and expansion of our operations through acquisitions.  We made the following progress against each during the year. 
 
Our revenues declined 2.2% in 2008 from 2007.  We ended the year with 4,516 billable consultants, which was down over 450 
from the end of 2007.  The decline was broad-based across our business with no one client or industry driving this trend.   As the 
global economy worsened during 2008, we experienced larger-than-normal bill rate pressures from several clients, and, although we 
attempt to mitigate the impact by adjusting the pay rates of our consultants, we are experiencing pressure on gross margins.  As a 
result, average bill rates in 2008 decreased slightly from 2007 rates.  Our focus on sales, marketing and recruiting efforts to our core 
customers and on adding new customers has helped as certain sectors have had difficulties.  We have seen growth at both existing 
customers, as well as new clients, and we have continued to expand our middle-market base. 
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We continued to see the benefits of our efficiency improvements throughout 2008, and these improvements allowed us to 
redirect resources closer to the point of sale.  As part of our continuing efforts to focus on operational efficiencies and process 
improvements, we have consolidated certain administrative functions into the new Phoenix customer service center.  This 
restructuring was a continuation of our plan to centralize certain operations to enhance our customer service and improve our 
internal processes. 
 
Due to our ability to generate cash from operations and improved working capital management, our net debt balance declined 
to $49.7 million at the end of 2008 from $71.9 million at the end of 2007.  During 2008, we generated $37.4 million of cash 
flow from operations and used $7.9 million for acquisitions.     

 
Our final priority was to expand our operations through selected acquisitions.  During 2008, we completed the acquisition of 
ASET, which allowed us to expand our existing globalization practice and complement our traditional staffing and consulting 
service offerings.  

 
We recorded a non-cash, goodwill impairment charge of $86.8 million during the fourth quarter of 2008. The impairment 
was the result of the decline in our trading stock price during the fourth quarter due to current market conditions. Neither our 
current operating trends nor our financial results for the fourth quarter were factors that led to the charge. The non-cash 
charge has no impact on our existing cash balances, working capital, debt balances, revolver availability or normal business 
operations. 
 
Despite the challenging environment in 2008, we remained profitable throughout the year, when excluding the goodwill 
impairment charge.  Additionally, we reduced our net debt further during the year, resulting in a 34% decrease in our annual 
net interest expense. 
 
2009 Priorities 

 
Current economic uncertainty is making it more difficult to predict our progress towards the financial goals that have been 
established by management.  We believe that the current economic conditions limit our ability to provide meaningful 
guidance for the ranges of likely financial performance; therefore, we will not provide revenue or earnings per share guidance 
until economic conditions stabilize. 
 
As we enter 2009, we have adapted our priorities to deal with the present economic landscape.  These priorities are centered 
on our clients, our employees, the efficiency of our operations and our liquidity.   
 
We plan to continue our focus on TAPFIN and its business model, which has significant advantage to clients who need to 
gain efficiencies in all aspects of their operations.  There is a great deal of potential to cross-market all of TAPFIN’s offerings 
to more fully serve its clients as we move through this downturn.   
 
Our operating efficiency is of particular importance.  We continue to refine our hiring process with the goal of hiring and 
retaining top talent.  At the same time, we are implementing targeted training programs to increase productivity among our 
existing sales and recruiting forces.  We are proud of our existing workforce and want to continue to offer them superior 
career opportunities as we move forward into an economic recovery. 
 
Our balance sheet is strong, and we will continue to review acquisitions in the normal course of our business; however, due 
to current market conditions we will be much more selective in pursuing opportunities this year.  Our primary balance-sheet 
focus in 2009 will be on refinancing our credit agreement prior to its expiration in March 2010 and the continued reduction of 
our debt balance.  In the meantime, we expect to continue to reduce our debt levels and we are confident in our ability to 
comply with any of the provisions of our existing credit agreement. 
 
We have benefited from low tax rates for financial reporting for some time now, but we do not expect that to last indefinitely 
if we are profitable.  If we are profitable in the future, we will continue to evaluate each quarter our estimates of the 
recoverability of our deferred tax assets based on our assessment of whether any portion of these fully reserved assets become 
more likely than not recoverable through future taxable income.  At such time, if any, that we no longer have a reserve for 
our deferred tax assets, we will begin to provide for taxes at the full statutory rate.  Our actual cash paid for taxes is expected 
to remain low in 2009.  We expect our reported income tax expense to decrease in 2009 as compared to 2008 due to a change 
in accounting for utilization of previously acquired tax assets which were fully reserved at the date of acquisition as a result 
of a new accounting pronouncement effective with the start of fiscal 2009. 
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Results of Operations  
 

The following table sets forth the percentage relationship to revenues of certain items included in our Consolidated 
Statements of Operations, in thousands, except percentages and headcount amounts:  

 
Year Ended Percent Change

December 28, December 30, December 31, December 28, December 30, December 31, 2008 vs 2007 vs
2008 2007 2006 2008 2007 2006 2007 2006

Revenues from services 727,108$        743,265$        736,645$        100.0% 100.0% 100.0% -2.2% 0.9%
Cost of services 550,189          558,074          557,598          75.7% 75.1% 75.7% -1.4% 0.1%
Gross profit 176,919          185,191          179,047          24.3% 24.9% 24.3% -4.5% 3.4%
Operating costs and expenses:
Selling, general and administrative 136,648          135,423          135,651          18.8% 18.2% 18.4% 0.9% -0.2%
Restructuring costs 637                 -                  -                 0.1% 0.0% 0.0% N/A N/A
Depreciation and amortization 8,115              6,426              8,717              1.1% 0.9% 1.2% 26.3% -26.3%
Goodwill impairment 86,800            -                  -                 11.9% 0.0% 0.0% N/A N/A

232,200          141,849          144,368          31.9% 19.1% 19.6% 63.7% -1.7%
Operating income (loss) (55,281)           43,342            34,679            -7.6% 5.8% 4.7% -227.5% 25.0%
Interest expense, net 5,457              8,250              15,518            0.8% 1.0% 2.1% -33.9% -46.8%
Loss on early extinguishment of debt -                  -                  3,191              0.0% 0.0% 0.4% N/A -100.0%
Other income, net (204)                (536)                (310)               0.0% 0.0% 0.0% -61.9% 72.9%
Income (loss) before income taxes (60,534)           35,628            16,280            -8.4% 4.8% 2.2% -269.9% 118.8%
Income tax expense (benefit) 4,654              2,279              (4,767)            0.6% 0.3% -0.7% 104.2% -147.8%
Net income (loss) (65,188)$         33,349$         21,047$         -9.0% 4.5% 2.9% -295.5% 58.5%

Billable headcount at end of period 4,516 4,986 4,996  
 
Year Ended December 28, 2008, Compared to Year Ended December 30, 2007  

 
We recorded an operating loss of $55.3 million and a net loss of $65.2 million in 2008.  In 2008, we recorded a goodwill 
impairment charge of $86.8 million, or $86.0 million net of related tax effects.  The decrease in operating income, excluding 
the goodwill impairment, was due primarily to a decrease in revenues as a result of lower billable headcount, slightly lower 
margins and an increase in selling, general and administrative.   

 
Revenues.  Revenues for 2008 and 2007 were $727.1 million and $743.3 million, respectively, representing a decrease of 
2.2%.  We continued to see bill rate pressures from our customers, particularly among Fortune 500 clients.  Our revenue 
growth was driven primarily by our clients in the pharmaceutical and biotechnology and government sectors.  Revenues from 
the pharmaceutical and biotechnology and government sectors increased by 17.4% and 34.7%, respectively, in 2008 from 
2007.  These increases were partially offset by revenue decreases of 21.1% and 21.9% from the telecommunications and 
financial services sectors, respectively, over the same period.  Vendor management related fee revenue decreased 18.5% to 
$23.1 million in 2008 from $28.3 million in 2007 due to declining fee rates at several customers and a change in the mix of 
our customers.  Reimbursable expense revenue increased to $17.1 million in 2008 from $11.1 million in 2007, primarily due 
to an increase in our services procurement management service offerings.  This increase had no impact on gross margin 
dollars as the related reimbursable expense was recognized in the same period.   
  
Cost of Services.  Cost of services for 2008 and 2007 were $550.2 million and $558.1 million, respectively, representing a 
decrease of 1.4%.  Cost of services as a percentage of revenue increased to 75.7% in 2008 from 75.1% in 2007.  The increase 
in cost of services as a percentage of revenue was primarily due to lower revenues being spread over the fixed costs related to 
consultant labor such as state unemployment taxes and health care expenses.  
 
Selling, General and Administrative.  Selling, general and administrative expenses in 2008 and 2007 were $136.6 million 
and $135.4 million, respectively, representing an increase of 0.9%.  The increase was due primarily to the additional selling, 
general and administrative expenses at the businesses acquired in December 2007 and June 2008, including a non-cash 
charge of approximately $3.4 million in 2008 for additional employee compensation relating to the Praeos purchase in 
December 2007.  Additionally, the 2007 amount included $1.0 million in bad debt expense related to the bankruptcy of VMS 
provider Chimes.  Included in these amounts are $4.4 million and $4.5 million of stock-based compensation in 2008 and 
2007, respectively.  Excluding the 2008 Praeos compensation charge and the 2007 Chimes bad debt charge, selling, general 
and administrative expenses decreased by 0.8% in 2008 from 2007.  As a percentage of revenue, selling, general and 
administrative expenses increased to 18.8% in 2008 from 18.2% in 2007 primarily due to lower revenue in 2008.  
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Restructuring Costs.  Restructuring costs for 2008 were $0.6 million, or 0.1% of revenue.  These costs related primarily to 
the relocation of certain administrative functions from the Washington DC area and Portland, Oregon into our new Phoenix 
customer service center facility, employee termination benefits and lease termination costs.  
 
Depreciation and Amortization.  Depreciation and amortization expense consists primarily of depreciation of our fixed assets 
and amortization of our customer list intangible assets.  For 2008 and 2007, depreciation and amortization expense was $8.1 
million and $6.4 million, respectively, representing an increase of 26.3% between periods.  The increase in depreciation and 
amortization expense was primarily due to the depreciation of our enterprise software system and the amortization of the 
Plum Rhino, TWC and ASET customer list intangibles and the TWC assembled methodology intangible. 

  
Goodwill Impairment.  We recorded a non-cash, pre-tax goodwill impairment charge in 2008 of $86.8 million. The 
impairment was the result of the decline in our stock price during the fourth quarter of 2008 due to current market conditions. 
Neither our current operating trends nor our financial results for the fourth quarter were factors that led to the charge.  See 
Note 4 of the Notes to Consolidated Financial Statements included elsewhere in this report. 
 
Interest Expense, Net.  Interest expense, net was $5.5 million and $8.3 million in 2008 and 2007, respectively, a decrease of 
33.9%.  The decrease was due to our overall debt reduction as well as a reduction in our related interest rates. 

 
Provision for Income Taxes.  Our 2008 income tax expense was lower than the statutory rates given that income tax expense 
was in large part offset by an increase in our valuation allowance.  The income tax expense of $4.7 million for 2008 contains 
the following amounts:  current expenses in the amount of $0.3 million for federal alternative minimum tax; $1.1 million for 
the Texas Margin tax, Michigan Gross Receipts tax, California Corporate Income and other miscellaneous state and foreign 
income tax expenses and a deferred expense in the amount of $3.3 million resulting from the release of a portion of the 
valuation allowance on Venturi’s acquired net deferred assets from the merger.  Although our net deferred tax asset is 
substantially offset with a valuation allowance, a portion of our fully-reserved deferred tax assets that became realized 
through operating profits is recognized as a reduction to goodwill to the extent it relates to benefits acquired in the merger.  
This results in deferred tax expense as the assets are utilized.  This portion of deferred tax expense represents the 
consumption of pre-merger deferred tax assets that were acquired with zero basis.  In accordance with the provisions of 
SFAS No. 109, Accounting for Income Taxes, we calculated a goodwill bifurcation ratio in the year of the merger to 
determine the amount of deferred tax expense that should be offset to goodwill prospectively.   

 
As of December 28, 2008, we had federal and state net operating loss carryforwards of approximately $100 million and $97 
million, respectively, an alternative minimum tax credit carryforward of $0.5 million, and had recorded a reserve against the 
assets for net operating loss carryforwards due to the uncertainty related to the realization of these amounts.   

 
Our future effective tax rates could be adversely affected by changes in the valuation of our deferred tax assets or liabilities or 
changes in tax laws or interpretations thereof.  We continue to evaluate quarterly our estimates of the recoverability of our 
deferred tax assets based on our assessment of whether it is more likely than not any portion of these fully reserved are 
recoverable through future taxable income.  At such time that we no longer have a reserve for our deferred tax assets, we will 
begin to provide for taxes at the full statutory rate.  In addition, we are subject to the examination of our income tax returns 
by the Internal Revenue Service and other tax authorities.  We regularly assess the likelihood of adverse outcomes resulting 
from these examinations to determine the adequacy of our provision for income taxes. 
 
Year Ended December 30, 2007, Compared to Year Ended December 31, 2006  

 
Revenues.  Revenues for 2007 and 2006 were $743.3 million and $736.6 million, respectively, representing an increase of 
0.9%.  Reimbursable expense revenue declined to $11.1 million in 2007 from $16.0 million in 2006, primarily due to lower 
consultant-related expenses at one major customer.  This decline had no impact on gross margin dollars as the related 
reimbursable expense was recognized in the same period.  Absent the decline in reimbursable expenses, revenues for 2007 
increased 1.6% from the prior year.  Although average staffing headcount was down during 2007 as compared to 2006, 
increases in bill rates caused staffing revenue to increase slightly.  Vendor management related fee revenue increased 13.2% 
to $28.3 million in 2007 from $25.0 million in 2006 due to expansion and implementation of vendor management programs 
in response to increasing demand for such services.  Our revenue growth was driven primarily by our clients in the 
pharmaceutical and biotechnology sector.  Revenues from the pharmaceutical and biotechnology sector increased by 23% in 
2007 from 2006.  This increase was partially offset by revenue decreases of 29% and 5% from the telecommunications and 
financial services sectors, respectively, over the same period.   
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Cost of Services.  Cost of services for 2007 and 2006 were $558.1 million and $557.6 million, respectively, representing an 
increase of 0.1%.  Cost of services as a percentage of revenue decreased slightly to 75.1% in 2007 from 75.7% in 2006.  The 
decrease in cost of services as a percentage of revenue was primarily due to revenues increasing at a faster rate than the costs 
related to various labor expenses such as pay rates for consultants, state unemployment taxes and health care expenses.  
 
Selling, General and Administrative.  Selling, general and administrative expenses in 2007 and 2006 were $135.4 million 
and $135.7 million, respectively, representing a decrease of 0.2%.  Included in these amounts are $4.5 million and $3.3 
million of stock-based compensation in 2007 and 2006, respectively.  The decrease in total selling, general and administrative 
expenses was due primarily to the benefits of our efficiency improvements and targeted cost reductions, partially offset by 
increases in stock-based compensation and rent expense.  Additionally, the 2006 amount included $1.9 million in severance-
related expenses to two former officers and the 2007 amount included $1.0 million in bad debt expense related to the 
bankruptcy of VMS provider Chimes.  As a percentage of revenue, selling, general and administrative expenses decreased 
slightly to 18.2% in 2007 from 18.4% in 2006.  

 
Depreciation and Amortization.  Depreciation and amortization expense consists primarily of depreciation of our fixed assets 
and amortization of our customer list intangible assets.  For 2007 and 2006, depreciation and amortization expense was $6.4 
million and $8.7 million, respectively, representing a decrease of 26.3% between periods.  The decline was the result of a 
large asset becoming fully depreciated at the end of 2006 and lower levels of capital expenditures, partially offset by the 
depreciation of the Econometrix software and the amortization of the Plum Rhino customer list intangible asset. 

  
Interest Expense, Net.  Interest expense, net was $8.3 million and $15.5 million in 2007 and 2006, respectively, a decrease of 
46.8% that was due to a reduction in interest payments due to our overall debt reduction during 2006 and 2007 and a 
reduction in the related interest rates.   

 
Provision for Income Taxes.  The 2007 income tax is much lower than typical statutory rates given that income tax expense 
was in large part offset by a decrease in our valuation allowance.  The 2007 expense contains the following amounts:  current 
expenses in the amount of $0.3 million for federal alternative minimum tax; $0.3 million for the Texas Margin tax and other 
miscellaneous state income tax expenses and $0.1 million for foreign income taxes related to our profitable United Kingdom 
subsidiary, a deferred expense in the amount of $2.3 million resulting from the release of a portion of the valuation allowance 
on Venturi’s acquired net deferred assets from the merger and a deferred state tax benefit of $0.7 million related to the 
conversion of our Texas net operating loss carryforwards into the new Texas Margin tax credit.  Although our net deferred 
tax asset is substantially offset with a valuation allowance, a portion of our fully-reserved deferred tax assets that became 
realized through operating profits are recognized as adjustments to the purchase price as a reduction to goodwill to the extent 
they relate to benefits acquired in the merger.  This then results in deferred tax expense as the assets are utilized.  This portion 
of deferred tax expense represents the consumption of pre-merger deferred tax assets that were acquired with zero basis.  In 
accordance with the provisions of SFAS No. 109, Accounting for Income Taxes, we calculated a goodwill bifurcation ratio in 
the year of the merger to determine the amount of deferred tax asset realizable expense that should be offset to goodwill 
prospectively.  The income tax benefit for 2006 is the result of a federal income tax refund of $5.8 million, net of the impact 
of release of the valuation allowance on acquired net deferred tax assets from the merger and a provision for foreign income 
taxes related to our profitable foreign operations.  The federal income tax refund resulted from legislation that allowed us to 
carry back a portion of our 2002 net operating loss to prior years.  The refund resulted from a loss carryback to periods prior 
to the current ownership of the Company.  In 2007, we paid $0.8 million in taxes, and, in 2006, we received a tax refund, net 
of taxes paid, of $5.7 million. 

 
As of December 30, 2007, we had combined state and federal net operating loss carryforwards of approximately $217.1 
million, an alternative minimum tax credit carryforward of $0.3 million, and had recorded a reserve against the assets for net 
operating loss carryforwards due to the uncertainty related to the realization of these amounts.  As a result of our Section 382 
analysis related to the merger of Old COMSYS and Venturi, which may have been an ownership change as defined by the 
Internal Revenue Code, our federal and state net operating losses were reduced by approximately $0.7 million and $44.4 
million, respectively, during the first quarter of 2007. 
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Liquidity and Capital Resources  
 

Overview 
 

We typically finance our operations through cash flow from operations and borrowings under our credit facilities.  Due to the 
requirements of our revolving credit facility, as discussed in more detail below under the “Cash Flows” section, we do not 
maintain a significant cash balance in our primary domestic cash accounts.  In October 2008, we borrowed an additional $20 
million on our revolving credit agreement to insure access to liquidity in the current credit environment.  We have invested 
these additional funds in a US Treasury money market fund.  We intend to use these funds to pay down our revolving line of 
credit when the credit markets stabilize. 
 
Our revolving line of credit will mature in March 2010 and, thus, we may be required to refinance any outstanding amounts 
under our credit facilities.  We cannot assure you that we will be able to refinance any of our indebtedness on commercially 
reasonable terms or at all.  If we are able to refinance, we expect our costs of borrowing to increase.  If we are unable to 
generate sufficient cash flow to pay our indebtedness or to refinance our debt obligations on commercially reasonable terms, 
our business, financial condition and results of operations could be adversely affected.  Excess borrowing availability under 
our existing revolving credit facility at December 28, 2008, was $73.0 million.  We expect this number to decline if we enter 
into a new debt agreement.  Our borrowing availability is impacted by the timing of cash receipts and disbursements.  Timing 
of receipts and disbursements in our vendor management business can have a material impact on the debt levels we report at 
any period and; therefore, in 2008 we began reporting average daily debt for each quarter, as discussed below in “Credit 
Facilities and Related Covenants.”   
 
We believe our cash flow provided by operating activities coupled with availability under our revolving credit facility and 
our US Treasury investments will be sufficient to fund our working capital, debt service and purchases of fixed assets 
through fiscal 2009.  In the event that we make future acquisitions, we may need to seek additional capital from our lenders 
or the capital markets; there can be no assurance that additional capital will be available when we need it, or, if available, that 
it will be available on favorable terms. 
 
The performance of our business is dependent on many factors and subject to risks and uncertainties.  See “Risks Related to 
Our Business” and “Risk Related to Our Indebtedness” under “Risk Factors” included elsewhere in this report.   

 
Working Capital 

 
Accounts receivable is a significant component of our working capital.  We monitor our accounts receivable through a variety 
of metrics, including days sales outstanding (“DSO”).  We calculate our consolidated DSO by determining average daily 
revenue based on an annualized three-month analysis and dividing it into the gross accounts receivable balance as of the end 
of the period.  Accounts receivable, net, were $202.3 million and $189.3 million as of December 28, 2008, and December 30, 
2007, respectively.  Our consolidated DSO was 43 days as of December 28, 2008 and December 30, 2007.  As a result of the 
timing of vendor management receipts and the seasonality in our operations, our consolidated DSO may materially fluctuate.  
The non-seasonal trends in consolidated DSO for 2008 can be attributed to the timing of certain receipts and disbursements in 
a large vendor management engagement.    
 
Additionally, we calculate a DSO for vendor management services (“VMS DSO”) by determining average daily vendor 
management service gross revenue based on an annualized three-month analysis and dividing it into the gross vendor 
management accounts receivable balance as of the end of the period.  Vendor management accounts receivable were $96.7 
million and $80.7 million as of December 28, 2008, and December 30, 2007, respectively.  As of December 28, 2008, our 
VMS DSO was 35 days as compared to 34 days as of December 30, 2007.  The increase in VMS DSO is primarily due to an 
increase in accounts receivable, the timing of vendor management receipts and the seasonality we experienced in our fourth 
quarter of 2007. As a result of the timing of vendor management receipts and the seasonality in our operations, our VMS 
DSO may materially fluctuate.  The non-seasonal trends in VMS DSO for 2008 can be attributed to the timing of certain 
receipts and disbursements in a large vendor management engagement.  
 
Our total accounts payable were $156.5 million and $145.6 million as of December 28, 2008, and December 30, 2007, 
respectively.  Our vendor management services accounts payable and other liabilities were $104.1 million and $79.2 million 
as of December 28, 2008, and December 30, 2007, respectively. 
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Credit Facilities and Related Covenants 
 

On December 14, 2005, we entered into a new senior credit agreement with Merrill Lynch Capital and a syndicate of lenders 
which replaced all of our then existing credit agreements.  This senior credit agreement provided for a two-year term loan of 
$10.0 million, which was funded on December 14, 2005, and which was originally scheduled to be repaid in eight equal 
quarterly principal installments commencing on March 31, 2006, and a revolving line of credit (“revolver”) of up to $120.0 
million, maturing on March 31, 2010.  At the same time, we borrowed $100.0 million under a second lien term loan credit 
agreement with Merrill Lynch Capital and a syndicate of lenders, which was originally scheduled to mature on October 31, 
2010.  The proceeds from these borrowings were used to repay all outstanding borrowings under the prior credit agreements 
with Merrill Lynch Capital.   

  
We made the first scheduled principal payment on the senior term loan in the first quarter of 2006.  In May 2006, we received 
a federal income tax refund, including interest, totaling $6.4 million, which was used to pay down the principal balance of the 
senior term loan.  Under the terms of the senior credit agreement, this principal payment reduced the scheduled quarterly 
payments to $0.3 million, and the first installment of this reduced amount was paid in the second quarter of 2006. 
 
On September 15, 2006, the senior credit agreement and second lien term loan were amended.  Among other things, the 
amendments provided for an increase in our borrowing capacity under the revolving line of credit to $145.0 million from 
$120.0 million and an increase in the senior term loan to $10.0 million from $2.1 million, which was the outstanding 
principal balance prior to the amendments.  We used borrowings under the amended senior credit agreement to prepay 
$70.0 million of the outstanding principal amount of the $100.0 million second lien term loan.  We incurred charges of 
approximately $2.6 million in the third quarter of 2006 related to the early repayment on the second lien term loan, the write-
off of certain deferred financing costs and certain expenses incurred in connection with this refinancing, of which $2.5 
million was recorded as a loss on early extinguishment of debt and $0.1 million was included in interest expense.  In addition, 
we capitalized certain costs of this refinancing of approximately $0.5 million in the third quarter of 2006.  

 
On December 15, 2006, the senior credit agreement was further amended.  Among other things, the amendments provided for 
an increase in our borrowing capacity under the revolving line of credit to $160.0 million from $145.0 million and the early 
payoff of the remaining $30.0 million balance of the second lien term loan.  Additionally, the maturity date of the agreement 
was amended to be March 31, 2010.  We incurred charges of approximately $0.9 million in the fourth quarter of 2006 related 
to the early repayment of the second lien term loan, the write-off of certain deferred financing costs and certain expenses 
incurred in connection with this refinancing, of which $0.7 million was recorded as a loss on early extinguishment of debt 
and $0.2 million was included in interest expense.  In addition, we capitalized certain costs of this refinancing of 
approximately $0.1 million in the fourth quarter of 2006.  

 
In connection with our purchase of the remaining outstanding common stock of Econometrix in March 2007, we further 
amended the senior credit agreement to add Econometrix as an additional credit party under the agreement.  In connection 
with our purchase of the issued and outstanding membership interests of Plum Rhino in May 2007, we further amended the 
senior credit agreement to add Plum Rhino as an additional credit party under the agreement and to increase the aggregate 
amount permitted for acquisitions from $10.0 million to $50.0 million.  In connection with our purchases of Praeos and TWC 
in December 2007, we further amended the senior credit agreement to add Praeos and TWC as additional credit parties under 
the agreement. 

 
Borrowings under the revolver bear interest at the prime rate plus a margin that can range from 0.75% to 1.00%, or, at our 
option, LIBOR plus a margin that can range from 1.75% to 2.00%, each depending on our total debt to adjusted EBITDA 
ratio, as defined in our senior credit agreement, as amended.  We pay a quarterly commitment fee of 0.5% per annum on the 
unused portion of the revolver.  We and certain of our subsidiaries guarantee the loans and other obligations under the senior 
credit agreement.  The obligations under the senior credit agreement are secured by a perfected first priority security interest 
in substantially all of our assets and those of our U.S. subsidiaries, as well as the shares of capital stock of our direct and 
indirect U.S. subsidiaries and certain of the capital stock of our foreign subsidiaries.  Pursuant to the terms of the senior credit 
agreement, we maintain a zero balance in our primary domestic cash accounts.  Any excess cash in those domestic accounts 
is swept on a daily basis and applied to repay borrowings under the revolver, and any cash needs are satisfied through 
borrowings under the revolver.  In a separate cash account, we maintain an additional $20 million we borrowed on our 
revolver in October 2008 to insure access to liquidity in the current credit environment.  We have invested these additional 
funds in a US Treasury money market fund. 
 
Borrowings under the revolver are limited to 85% of eligible accounts receivable, as defined in the senior credit agreement 
and related amendments, reduced by the amount of outstanding letters of credit and designated reserves.  At December 28, 
2008, these designated reserves were:  a $5.0 million minimum availability reserve, a $1.5 million reserve for outstanding 
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letters of credit, a $2.0 million reserve for the Pure Solutions acquisition and a $1.0 million reserve for the ASET acquisition.  
The Pure Solutions reserve will not be required after 2008.  At December 28, 2008, we had outstanding borrowings of $69.7 
million under the revolver at interest rates ranging from 3.58% to 4.75% per annum (weighted average rate of 4.25%) and 
excess borrowing availability under the revolver of $73.0 million for general corporate purposes.  At December 28, 2008, our 
debt to adjusted EBITDA ratio resulted in a prime rate margin of 0.75% and a LIBOR margin of 1.75%.  Fees paid on 
outstanding letters of credit are equal to the LIBOR margin then applicable to the revolver, which at December 28, 2008, was 
1.75%.  At December 28, 2008, outstanding letters of credit totaled $1.5 million.  The senior term loan was repaid in full on 
December 26, 2008.  Our average daily net debt balances during 2008 were as follows, in thousands: 
 

2008
First quarter $90,975
Second quarter 82,632                
Third quarter 75,974                
Fourth quarter 60,692                

 
 

Debt Compliance  
 

Our credit facilities contain a number of covenants that, among other things, restrict our ability to:   
 

• incur additional indebtedness;  
• repurchase shares;  
• declare or pay dividends and other distributions;  
• incur liens;  
• make capital expenditures;  
• make certain investments or acquisitions;  
• repay debt; and  
• dispose of property.   

 
In addition, our credit facilities have springing financial covenants that would require us to satisfy a minimum fixed charge 
coverage ratio and a maximum total leverage ratio if our excess availability falls below $25 million.  A breach of any 
covenants governing our debt would permit the acceleration of the related debt and potentially other indebtedness under 
cross-default provisions, which could harm our business and financial condition.  These restrictions may place us at a 
disadvantage compared to our competitors that are not required to operate under such restrictions or that are subject to less 
stringent restrictive covenants.  As of December 28, 2008, we were in compliance with all covenant requirements and we 
believe we will be able to comply with these covenants throughout 2009. 
 
The senior credit agreement contains various events of default, including failure to pay principal and interest when due, 
breach of covenants, materially incorrect representations, default under other agreements, bankruptcy or insolvency, the 
occurrence of specified ERISA events, entry of enforceable judgments against us in excess of $2.0 million not stayed and the 
occurrence of a change of control.  In the event of a default, all commitments under the revolver may be terminated and all of 
our obligations under the senior credit agreement could be accelerated by the lenders, causing all loans and borrowings 
outstanding (including accrued interest and fees payable thereunder) to be declared immediately due and payable.  In the case 
of bankruptcy or insolvency, acceleration of our obligations under our senior credit agreement is automatic. 
  
Interest Rate Swap and Cap  

 
We have historically been subject to market risk on all or a part of our borrowings under our credit facilities, which have 
variable interest rates.  Effective February 22, 2005, we entered into an interest rate swap and an interest rate cap which we 
terminated October 6, 2006.  The swap agreement and cap agreement were contracts to effectively exchange variable interest 
rate payments for fixed rate payments over the life of the instruments as a means to limit exposure to increases in interest 
rates on the notional amount of bank borrowings over the term of the swap and cap.  The notional amount was used to 
measure interest to be paid or received and did not represent the exposure to credit loss.  The swap was based on a $20.0 
million notional amount at a rate of 4.59% and the cap was based on a $20.0 million notional amount at a rate of 4.50%.  

 
At January 1, 2006, the interest rate swap and cap were recorded at fair value, which represents the amount that Merrill 
Lynch Capital would have paid us at January 1, 2006, if the swap and cap had been terminated at that date.  The combined 
net fair value at January 1, 2006, was $0.5 million, which was included in our Consolidated Balance Sheet in noncurrent 
assets.  Effective with the repayment of our debt on December 14, 2005, the expected cash flows that the swap and cap were 
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designated to hedge against were no longer probable.  As a result, the swap and the cap were no longer designated as cash 
flow hedges for accounting purposes.  As a result, amounts previously recorded in accumulated other comprehensive income 
associated with changes in fair value of the hedges were reversed to interest expense.  Changes in fair value of the swap and 
cap were recorded in the Consolidated Statement of Operations subsequent to December 14, 2005.  We recorded $0.5 million 
as a reduction of interest expense in the fourth quarter of 2005.  On October 6, 2006, we cancelled the swap and cap 
agreements and received a cash settlement of $0.5 million, which was recorded as a reduction to interest expense in the 
Consolidated Statement of Operations. 

 
Secondary Offering on Behalf of Selling Stockholders  

 
In January 2007, Inland Partners, L.P. and Links Partners, L.P. (“Inland/Links”) and Wachovia Investors, Inc. sold an 
aggregate of 2.5 million shares of our common stock in a secondary underwritten public offering for the benefit of such 
stockholders.  The shares were sold by the selling stockholders pursuant to an effective shelf registration statement that was 
previously filed with the SEC.  Both Wachovia Investors, Inc. and Inland/Links have representatives on our board of 
directors.  We did not receive any proceeds from the sale of shares in this offering.  We paid approximately $0.1 million of 
expenses in the first quarter of 2007 related to this offering. 

 
Cash Flows  

 
In accordance with U.S. generally accepted accounting principles (“GAAP”), revenues for our vendor management services 
are recorded on a net basis (see “Critical Accounting Policies and Estimates – Revenue Recognition” discussion below).  
Additionally, the related working capital items (i.e. accounts receivable and accounts payable) are recorded separately.  As a 
result, the timing of cash receipts and disbursements can materially impact our cash provided by earnings and cash flows 
from operating activities in any period. 
 
The following table summarizes our cash flow activity for 2008, 2007 and 2006, in thousands:  

 
Year ended

December 28, December 30, December 31,
2008 2007 2006

Net cash provided by operating activities $37,351 $58,810 $46,474
Net cash used in investing activities (13,675)              (34,022)              (4,030)                
Net cash used in financing activities (2,128)                (24,881)              (44,093)              
Effect of exchange rates on cash (447)                   82                       155                     
Net increase (decrease) in cash and cash equivalents $21,101 ($11) ($1,494)

 
  
Cash provided by operating activities was $37.4 million, $58.8 million and $46.5 million in 2008, 2007 and 2006, 
respectively.  The decrease in 2008 was primarily due to a decrease in net income and a use of cash from working capital.  
The increase in 2007 was primarily the result of an increase in earnings and improved working capital position compared to 
the prior-year period.  In addition, in 2006, we received a federal income tax refund and related interest totaling $6.4 million.  
In addition to cash provided by earnings, cash flows from operating activities are affected by the timing of cash receipts and 
disbursements and the working capital requirements of the business.   

 
Cash used in investing activities was $13.7 million, $34.0 million and $4.0 million in 2008, 2007 and 2006, respectively.  
Our cash flows associated with investing activities in 2008, 2007 and 2006 included capital expenditures of $5.8 million, $3.1 
million and $2.8 million, respectively, and cash paid for acquisitions of $7.9 million, $30.9 million and $1.3 million, 
respectively.  The increase in 2008 capital expenditures was related primarily to the upgrade of our enterprise software 
system, leasehold improvements related to our new customer service center and the purchase of computer hardware.  We 
expect to pay an additional $3.0 million in cash earnout payments during the next 12 months, and these amounts were fully 
accrued in the Consolidated Balance Sheet as of December 28, 2008.   

 
Capital expenditures in 2009 are currently expected to be approximately $2.0 million to $3.0 million.  This spending level is 
lower than experienced in 2008 due to the completion of the previously mentioned projects as well as a planned reduction in 
capital projects. 

 
Cash used in financing activities was $2.1 million, $24.9 million and $44.1 million in 2008, 2007 and 2006, respectively.  
Cash flows associated with financing activities in 2008, 2007 and 2006 primarily represent borrowings and payments on our 
revolving credit facility.   
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Pursuant to the terms of the revolver, we maintain a zero balance in our primary domestic cash accounts.  Any excess cash in 
our accounts is swept on a daily basis and applied to repay borrowings under the revolver, and any cash needs are satisfied 
through borrowings under the revolver.  Cash and cash equivalents recorded on our Consolidated Balance Sheet at December 
28, 2008, and December 30, 2007, in the amount of $22.7 million and $1.6 million, respectively, represented cash balances at 
our Toronto and United Kingdom subsidiaries and $20.0 million we have invested in a US Treasury money market fund.  We 
expect to use these funds to repay a portion of our senior credit agreement during 2009. 

 
We believe the most strategic uses of our cash and cash equivalents are repayment of our long-term debt, making strategic 
acquisitions, capital expenditures and investments in revenue-producing personnel.  There are no transactions, arrangements 
and other relationships with unconsolidated entities or other persons that are reasonably likely to materially affect liquidity or 
the availability of our requirements for capital. 

 
Seasonality  

 
Our business is affected by seasonal fluctuations in corporate IT expenditures.  Generally, expenditures are lowest during the 
first quarter of the year when our clients are finalizing their IT budgets.  In addition, our quarterly results may fluctuate 
depending on, among other things, the number of billing days in a quarter and the seasonality of our clients’ businesses.  Our 
business is also affected by the timing of holidays and seasonal vacation patterns, generally resulting in lower revenues and 
gross margins in the fourth quarter of each year.  Extreme weather conditions may also affect demand in the first and fourth 
quarters of the year as certain of our clients’ facilities are located in geographic areas subject to closure or reduced hours due 
to inclement weather.  In addition, we experience an increase in our cost of sales and a corresponding decrease in gross profit 
and gross margin in the first fiscal quarter of each year as a result of resetting certain state and federal employment tax rates 
and related salary limitations.   
 
Off-Balance Sheet Risk Disclosure  
  

 
At December 28, 2008, and December 30, 2007, we did not have any transactions, agreements or other contractual 
arrangements constituting an “off-balance sheet arrangement” as defined in Item 303(a)(4) of Regulation S-K.  
 
Contractual and Commercial Commitments  

 
The following table summarizes our contractual obligations and commercial commitments at December 28, 2008, in 
thousands:  

Payments Due by Period
Less than More than

Contractual Obligations Total One Year 1-3 Years 3-5 Years 5 Years
Long-term debt (1) 69,692$        -$                69,692$     -$                -$                 
Notes payable (2) 1,000 -                  1,000         -                  -                   
Operating leases 32,251          7,195          10,779 7,171 7,106
Purchase obligations (3) 2,415            1,792          623 -                  -                   
Deferred compensation 1,238            150             300 300 488
Total contractual cash obligations 106,596$      9,137$        82,394$     7,471$        7,594$         

 Commitment Expiration per Period
Less than More than

Other Commercial Commitments Total One Year 1-3 Years 3-5 Years 5 Years
Letters of Credit (4) 1,503$          1,503$         
  
(1) Long-term debt obligations included in the above table consist solely of principal repayments related to our senior credit agreement.  We are 

also obligated to make interest payments at the applicable interest rates as discussed in Note 5 in the Notes to Consolidated Financial 
Statements included elsewhere in this report.  

 
(2) Notes payable included in the above table consist solely of principal repayments related to our acquisition of ASET.  We are also obligated 

to make interest payments at the applicable interest rates as discussed in Note 3 in the Notes to Consolidated Financial Statements included 
elsewhere in this report.  

 
(3) Purchase obligations included in the above table consist of purchase commitments primarily related to telecom service agreements and 

online advertising.  
  
(4) Letters of credit secure certain office leases and insurance programs.  
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Critical Accounting Policies and Estimates  
 

Our consolidated financial statements are prepared in accordance with U.S. generally accepted accounting principles 
(“GAAP”).  The preparation of financial statements in conformity with GAAP requires management to make estimates and 
assumptions.  These estimates include 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 period.  We 
evaluate these estimates and assumptions on an ongoing basis, including but not limited to those related to revenue 
recognition, the recoverability of goodwill, collectibility of accounts receivable, reserves for medical costs, tax-related 
contingencies and realization of deferred tax assets.  Estimates and assumptions are based on historical and other factors 
believed to be reasonable under the circumstances.  The results of these estimates may form the basis of the carrying value of 
certain assets and liabilities and may not be readily apparent from other sources.  Actual results, under conditions and 
circumstances different from those assumed, may differ materially from these estimates.  

 
We believe the following accounting policies are critical to our business operations and the understanding of our operations 
and include the more significant judgments and estimates used in the preparation of our consolidated financial statements.  
The consolidated financial statements include the accounts of COMSYS IT Partners, Inc. and its wholly-owned subsidiaries.  
All significant intercompany transactions and balances have been eliminated in consolidation. 
 
Revenue Recognition  

 
We recognize revenue pursuant to Staff Accounting Bulletin Nos. 101 and 104, Revenue Recognition in Financial 
Statements.  Accordingly, we recognize revenue and record sales, net of related discounts, when all of the following criteria 
are met:  
    

• Persuasive evidence of an arrangement exists; 
• Ownership has transferred to the customer; 
• The price to the customer is fixed or determinable; and 
• Collectibility is reasonably assured. 

 
Our core staffing revenues vary from period to period based on several factors that include: 1) the billable headcount during 
the period; 2) the number of billing days during the period; and 3) the average bill rate during the period.   

 
Revenues under time-and-materials contracts are recorded at the time services are performed.  Hourly bill rates are typically 
determined based on the level of skill and experience of the consultants assigned and the supply and demand in the current 
market for those qualifications.  Alternatively, the bill rates for some assignments are based on a mark-up over compensation 
and other direct and indirect costs.   

 
Revenues from services are shown net of rebates and discounts relating primarily to volume-related discount structures and 
prompt-payment discounts under contracts with our clients.   

 
We report revenues from vendor management services net of the related pass-through labor costs.  “Vendor management 
services” are services that allow our clients to automate and consolidated management of their temporary personnel 
contracting processes.  We also report revenues net for payrolling activity.  “Payrolling” is defined as a situation in which we 
accept a client-identified consultant for payroll processing in exchange for a fee.  Permanent placement fee revenues are 
usually determined based on a percentage of the employee’s first year cash compensation and are recorded when candidates 
begin their employment.  

 
Reimbursable expenses are expenses we pay to our consultants that are reimbursed by our clients.  We record reimbursable 
expenses in revenue with the associated cost recorded in cost of services. 

 
Goodwill and Other Intangible Assets  
 
Goodwill.  We assess recoverability of goodwill and other intangible assets in accordance with SFAS 142, Goodwill and 
Other Intangible Assets, which requires goodwill and other intangible assets with indefinite lives to be tested annually for 
impairment, unless an event occurs or circumstances change during the year that reduce or may reduce the fair value of the 
reporting unit below its book value, in which event an impairment charge may be required during the year.  We have selected 
the last day of the second-to-last month of our fiscal year as the date on which we will perform our annual goodwill 
impairment test.  We performed our annual impairment test as of November 23, 2008.  At November 23, 2008, we performed 
the first step of the two-step impairment test and compared the fair value of the reporting unit (management has previously 
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determined the Company operates as one reporting unit) to its carrying value.  In assessing the fair value of the reporting unit, 
we considered both the market approach and the income approach.  Under the market approach, the fair value of the reporting 
unit is based on the quoted market price of companies comparable to the reporting unit.  Under the income approach, the fair 
value of the reporting unit is based on the present value of estimated cash flows.  The income approach is dependent on a 
number of significant management assumptions, including estimated future revenue growth rates, gross margins on sales, 
operating margins, capital expenditures and discount rates.  Each approach was weighted in order to arrive at the fair value of 
the reporting unit.  We determined the fair value of the reporting unit was less than the carrying value.  Thus we performed 
step two of the impairment test for the reporting unit. 
 
In step two of the impairment test, we are required to determine the implied fair value of the goodwill and compare it to the 
carrying value of the goodwill.  We allocated the fair value of the reporting unit to the respective assets and liabilities of the 
reporting unit as if the reporting unit had been acquired in a separate business combination and the fair value of the reporting 
unit was the price paid to acquire the reporting unit.  The excess of the fair value of the reporting units over the amounts 
assigned to their respective assets and liabilities is the implied fair value of goodwill.  The implied goodwill was less than the 
carrying value of goodwill, resulting in a non-cash, pre-tax impairment charge of $86.8 million in the fourth quarter of 2008.  
We then reconciled the fair value of the reporting unit to our market capitalization at November 23, 2008.   
 
At December 28, 2008, and December 30, 2007, total goodwill was $89.1 million and $174.2 million, respectively.  
 
The annual test requires estimates and judgments by management to determine a valuation for the reporting unit.  Although 
we believe our assumptions and estimates are reasonable and appropriate, different assumptions and estimates could 
materially affect our reported financial results.  Different assumptions related to future cash flows, operating margins, growth 
rates and discount rates could result in additional future impairment charges, which would be recognized as a non-cash 
charge to operating income and a reduction in asset values and shareholders’ equity on the balance sheet.   

 
Other intangible assets.  Our intangible assets other than goodwill primarily represents acquired customer lists and are 
amortized over the respective contract terms or estimated life of the customer list, ranging from five to eight years.  At 
December 28, 2008, and December 30, 2007, net intangible assets were $12.0 million and $10.0 million, respectively.  In the 
event that facts and circumstances indicate intangibles or other long-lived assets may be impaired, we evaluate the 
recoverability and estimated useful lives of such assets.  This process requires the use of estimates and assumptions, which 
are subject to a high degree of judgment.  If these assumptions change in the future, we may be required to record impairment 
charges in the future.  We performed an impairment test as of November 23, 2008, and concluded that no impairment charge 
was required.  We believe that all of our long-lived assets are fully realizable as of December 28, 2008.  
 
Collectibility of Accounts Receivable  

 
Accounts receivable are reduced by an allowance for amounts that may become uncollectible in the future.  Estimates are 
used in determining our allowance for doubtful accounts and are based on our historical level of write-offs and judgments 
management makes about the creditworthiness of significant customers based on ongoing credit evaluations.  Further, we 
monitor current economic trends that might impact the level of credit losses in the future.  Since we cannot predict with 
certainty future changes in the financial stability of our customers, actual future losses from uncollectible accounts may differ 
from our estimates.  Additional allowances may be required if the economy or the financial condition of our customers 
deteriorates.  If we determined that a smaller or larger allowance was appropriate, we would record a credit or a charge to 
selling, general and administrative expense in the period in which we made such a determination.  As of December 28, 2008, 
and December 30, 2007, the allowance for uncollectible accounts receivable was $3.2 million and $3.4 million, respectively.  
  
Stock-Based Compensation 
 
Effective January 2, 2006, we adopted the provisions of SFAS 123(R) using the modified-prospective transition method.  
SFAS 123(R) requires companies to recognize the fair-value of stock-based compensation transactions in the statement of 
operations.  At December 28, 2008, we had two types of stock-based employee compensation: stock options and restricted 
stock.  We have only awarded restricted stock since January 2006.     
 
Restricted stock.  We measure the fair value of restricted shares based upon the closing market price of our common stock on 
the date of grant.  These grants typically vest over a three-year period and any unvested awards expire at the end of the 
vesting period.  Restricted stock awards that vest in accordance with service conditions are amortized over their applicable 
vesting period using the straight-line method adjusted for estimated forfeitures.  For nonvested share awards partially or 
wholly subject to performance conditions, we are required to assess the probability that such performance conditions will be 
met.  If the likelihood of the performance condition being met is deemed probable, we will recognize the expense using the 
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straight-line attribution method.  If such performance conditions are not met, no performance-based compensation expense 
will be recognized and any previously recognized compensation expense will be reversed.  We have not historically issued 
any restricted stock awards subject to market conditions. 

 
Stock options.  The fair value of our stock option awards or modifications of these awards is estimated at the date of grant or 
modification using the Black-Scholes option pricing model.  The Black-Scholes valuation requires us to estimate key 
assumptions such as future stock price volatility, expected terms, risk-free rates and dividend yield.  Due to the limited 
trading history of our common stock following the merger, expected stock price volatility for stock option grants or 
modifications prior to 2007 was based on an analysis of the actual realized historical volatility of our common stock as well 
as that of our peers.  Beginning in 2007, the expected volatility assumption for stock option grants or modifications was 
based on actual historical volatility of our common stock from the period after our December 2005 common stock offering 
through the quarter ended prior to the grant or modification date.  We use historical data to estimate option exercises and 
employee forfeitures within the valuation model.  The expected life is derived from an analysis of historical exercises and 
remaining contractual life of stock options and represents the period of time that options granted are expected to be 
outstanding.  The risk-free interest rate is based on the U.S. Treasury yield curve in effect at the time of grant.  We have 
never paid cash dividends, and do not currently intend to pay cash dividends, and thus have assumed a 0% dividend yield.  If 
our actual experience differs significantly from the assumptions used to compute our stock-based compensation cost, or if 
different assumptions had been used, we may have recorded too much or too little stock-based compensation cost.   

 
No excess tax benefit has been recognized related to our stock-based compensation since none were realized due to our loss 
carryforwards.  In addition, for both stock options and nonvested share awards, we are required to estimate the expected 
forfeiture rate of our stock grants and only recognize the expense for those shares expected to vest.  If the actual forfeiture 
rate is materially different from our estimate, our stock-based compensation expense could be materially different, and we 
would have to take an additional stock-based compensation charge or credit, which could be material.  We had approximately 
$4.6 million of total unrecognized compensation costs related to nonvested option and restricted stock awards at December 
28, 2008, that are expected to be recognized over a weighted-average period of 20 months.   

 
Income Tax Assets and Liabilities  

 
We follow the liability method of accounting for income taxes.  Under this method, deferred income tax assets and liabilities 
are determined based on differences between the financial statement and income tax bases of assets and liabilities using 
enacted tax rates in effect for the year in which the differences are expected to reverse.  Although our net deferred tax asset is 
substantially offset with a valuation allowance, a portion of our reserved deferred tax assets that become realized through 
operating profits are recognized as adjustments to the purchase price as a reduction to goodwill to the extent they relate to 
benefits acquired in the merger.  This then results in deferred tax expense in the year the acquired deferred tax assets are 
utilized.  This portion of deferred tax expense represents the consumption of pre-merger deferred tax assets that were 
acquired with zero basis.  In accordance with the provisions of SFAS No. 109, Accounting for Income Taxes, we calculated a 
goodwill bifurcation ratio in the year of the merger to determine the amount of deferred tax asset realizable expense that 
should be offset to goodwill prospectively.  Beginning in 2009, we will change our accounting for the remaining reserved 
deferred tax assets that previously would have been treated as reductions to goodwill.  This will result in a decline in our 
reported income tax expense (see “Recent Accounting Pronouncements” below). 

 
We record an income tax valuation allowance when it is more likely than not that certain deferred tax assets will not be 
realized.  These deferred tax items represent expenses or operating losses recognized for financial reporting purposes, which 
will result in tax deductions over varying future periods.  The judgments, assumptions and estimates that may affect the 
amount of the valuation allowance include estimates of future taxable income, timing or amount of future reversals of 
existing deferred tax liabilities and other tax planning strategies that may be available to us.  

 
We record an estimated tax liability or tax benefit for income and other taxes based on what we determine will likely be paid 
in the various tax jurisdictions in which we operate.  We use our best judgment in the determination of these amounts.  
However, the liabilities ultimately realized and paid are dependent upon various matters, including resolution of tax audits, 
and may differ from amounts recorded.  An adjustment to the estimated liability would be recorded as a provision or benefit 
to income tax expense in the period in which it becomes probable that the amount of the actual liability or benefit differs 
from the recorded amount.  

 
Our future effective tax rates could be adversely affected by changes in the valuation of our deferred tax assets or liabilities or 
changes in tax laws or interpretations thereof.  If we continue to be profitable, we will continue to evaluate each quarter our 
estimates of the recoverability of our deferred tax assets based on our assessment of whether any portion of these fully 
reserved assets become more likely than not recoverable through future taxable income.  At such time, if any, that we no 
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longer have a reserve for our deferred tax assets, we will begin to provide for taxes at the full statutory rate.  In addition, we 
are subject to the examination of our income tax returns by the Internal Revenue Service and other tax authorities.  We 
regularly assess the likelihood of adverse outcomes resulting from these examinations to determine the adequacy of our 
provision for income taxes. 

 
In addition, we adopted the provisions of Financial Accounting Standards Board (“FASB”) Interpretation No. 48, Accounting 
for Uncertainty in Income Taxes - an interpretation of FASB Statement No. 109 (“FIN 48”), on January 1, 2007.  In 
accordance with the threshold and measurement attributes of FIN 48, uncertainties in accounting for income taxes, if any, are 
recognized in our financial statements in accordance with SFAS No. 109, Accounting for Income Taxes.  The adoption of FIN 
48 did not have a material effect on our consolidated financial statements. 
 
Recent Accounting Pronouncements  

 
In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, Fair Value Measurements 
(“SFAS 157”), which provides enhanced guidance for using fair value to measure assets and liabilities.  SFAS 157 also 
responds to investors’ requests for expanded information about the extent to which companies measure assets and liabilities 
at fair value, the information used to measure fair value and the effect of fair value measurements on earnings.  SFAS 157 
applies whenever other standards require (or permit) assets or liabilities to be measured at fair value, but does not expand the 
use of fair value in any new circumstances.  SFAS 157 is effective for financial statements issued for fiscal years beginning 
after November 15, 2007, and we adopted the new requirements in its fiscal first quarter of 2008.  The adoption of SFAS 157 
did not have a material effect on our consolidated financial statements. 
 
In February 2008, the FASB issued FASB Staff Position (“FSP”) No. 157-2 (“FSP 157-2”).  FSP 157-2 delays the effective date of 
SFAS 157 for non-financial assets and non-financial liabilities, except those that are recognized or disclosed at fair value in the 
financial statements on a recurring basis, to fiscal years beginning after November 15, 2008, and interim periods within those fiscal 
years.  In February 2008, the FASB also issued FSP No. 157-1 that would exclude leasing transactions accounted for under SFAS 
No. 13, Accounting for Leases, and its related interpretive accounting pronouncements.  In October 2008, the FASB issued FSP 
No. 157-3, Determining the Fair Value of a Financial Asset When the Market for That Asset is Not Active (“FSP 157-3”), which 
applies to financial assets within the scope of accounting pronouncements that require or permit fair value measurements in 
accordance with SFAS 157.  FSP 157-3 clarifies the application of SFAS 157 in a market that is not active and defines additional key 
criteria in determining the fair value of a financial asset when the market for that financial asset is not active.  We do not expect the 
SFAS 157 related guidance to have a material impact on our consolidated financial statements.  
 
  

In December 2007, the FASB issued SFAS 141(R), which provides new accounting requirements for business combinations.  
SFAS 141(R) defines a business combination as a transaction or other event in which an acquirer obtains control of one of 
more businesses.  SFAS 141(R) is effective for financial statements issued for fiscal years beginning after December 15, 
2008, and we will adopt the new requirements in its fiscal first quarter of 2009.  We will apply SFAS 141(R) prospectively to 
business combinations with an acquisition date on or after December 29, 2008.  Additionally, the adoption of SFAS 141(R) 
will have a material impact on our income tax provision.  Any future release of our existing tax valuation allowance related to 
acquired tax benefits in a purchase business combination when reversed, will be reflected as an income tax benefit in our 
Consolidated Statement of Operations.  Under the previous accounting standards, the reversal would have been recorded to 
goodwill as well as income tax expense.  As a result, we expect our reported income tax expense to decline in 2009. 
 
In April 2008, the FASB issued FSP FAS 142-3, Determination of the Useful Life of Intangible Assets (“FSP FAS 142-3”). 
FSP FAS 142-3 amends the factors that should be considered in developing renewal or extension assumptions used in 
determining the useful life of a recognized intangible asset under SFAS No. 142, Goodwill and Other Intangible Assets.  This 
new guidance applies prospectively to intangible assets that are acquired individually or with a group of other assets in 
business combinations and asset acquisitions.  FSP FAS 142-3 is effective for fiscal years beginning after December 15, 
2008, and early adoption is prohibited.  The impact of FSP FAS 142-3 will depend upon the nature, terms, and size of the 
acquisitions we consummate after the effective date.  
 
In June 2008, the FASB issued FSP Emerging Issues Task Force 03-6-1, Determining Whether Instruments Granted in 
Share-Based Payment Transactions Are Participating Securities (“FSP EITF 03-6-1”).  FSP EITF 03-6-1 provides that 
unvested share-based payment awards that contain nonforfeitable rights to dividends or dividend equivalents (whether paid or 
unpaid) are participating securities and shall be included in the computation of earnings per share pursuant to the two-class 
method.  FSP EITF 03-6-1 is effective for fiscal years beginning after December 15, 2008, and interim periods within those 
years.  Upon adoption, a company is required to retrospectively adjust its earnings per share data (including any amounts 
related to interim periods, summaries of earnings and selected financial data) to conform with the provisions of FSP EITF 03-
6-1.  We do not expect the adoption of FSP EITF 03-6-1 to have a material effect on our consolidated financial statements. 
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK  
 

The following assessment of our market risks does not include uncertainties that are either nonfinancial or nonquantifiable, 
such as political, economic, tax and credit risks.   
 
We are exposed to market risks, primarily related to interest rate, foreign currency and equity price fluctuations.  Our use of 
derivative instruments has historically been insignificant and it is expected that our use of derivative instruments will 
continue to be minimal. 

 
Interest Rate Risks 

 
Outstanding debt under our senior credit agreement at December 28, 2008, was approximately $69.7 million.  Interest on 
borrowings under the agreement is based on the prime rate or LIBOR plus a variable margin.  Based on the outstanding 
balance at December 28, 2008, a change of 1% in the interest rate would cause a change in interest expense of approximately 
$0.7 million on an annual basis.  
 
In October 2008, we borrowed an additional $20 million on our revolving credit agreement to insure access to liquidity in the 
current credit environment.  We have invested these additional funds in a US Treasury money market fund.  We evaluate our 
invested funds to respond appropriately to a reduction in the credit rating of any investment issuer or guarantor. 
 
Foreign Currency Risks 

 
Our primary exposures to foreign currency fluctuations are associated with transactions and related assets and liabilities 
related to our operations in Canada and the United Kingdom.  Changes in foreign currency exchange rates impact translations 
of foreign denominated assets and liabilities into U.S. dollars and future earnings and cash flows from transactions 
denominated in different currencies.  Revenues and expenses denominated in foreign currencies are translated into U.S. 
dollars at the monthly average exchange rates prevailing during the period.  The assets and liabilities on our non-U.S. 
subsidiaries are translated into U.S. dollars at the exchange rate in effect at the end of a reporting period.  The resulting 
translation adjustments are recorded in Stockholders’ Equity, as a component of accumulated other comprehensive income 
(loss), in our Consolidated Balance Sheets.  These operations are not material to our overall business. 

 
Equity Market Risks 

 
The trading price of our common stock has been and is likely to continue to be highly volatile and could be subject to wide 
fluctuations.  Such fluctuations could impact our decision or ability to utilize the equity markets as a potential source of our 
funding needs in the future. 
 
As a result of the decline in our trading stock price during the fourth quarter of 2008, we recorded a goodwill impairment 
charge.  Further declines in our stock price could result in additional impairment charges. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

 
Board of Directors and Stockholders  
COMSYS IT Partners, Inc. and Subsidiaries  

 
We have audited the accompanying consolidated balance sheets of COMSYS IT Partners, Inc. and Subsidiaries (the 
“Company”) as of December 28, 2008, and December 30, 2007, and the related consolidated statements of operations, 
comprehensive income, stockholders’ equity and cash flows for each of the three years in the period ended December 28, 
2008. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an 
opinion on these financial statements based on our audits.  
 
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United 
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion.  
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial 
position of COMSYS IT Partners, Inc. and Subsidiaries at December 28, 2008, and December 30, 2007, and the consolidated 
results of their operations and their cash flows for each of the three years in the period ended December 28, 2008, in 
conformity with U.S. generally accepted accounting principles.  
 
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), 
COMSYS IT Partners, Inc.’s internal control over financial reporting as of December 28, 2008, based on criteria established 
in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission and our report dated March 10, 2009, expressed an unqualified opinion thereon.  

 
 
/s/ ERNST & YOUNG LLP  
 

Phoenix, Arizona 
March 10, 2009  
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COMSYS IT Partners, Inc. and Subsidiaries 
Consolidated Balance Sheets  

  
 

December 28, December 30,
2008 2007

(In thousands, except share and par value amounts)
Assets
Current assets:
   Cash and cash equivalents 22,695$              1,594$                
   Accounts receivable, net of allowance of $3,232 and $3,389, respectively 202,297              189,317              
   Prepaid expenses and other 3,116                  3,153                  
   Restricted cash 2,489                  3,365                  
Total current assets 230,597              197,429              
Fixed assets, net 16,596                13,094                
Goodwill 89,064                174,160              
Other intangible assets, net 11,962                10,002                
Deferred financing costs, net 1,175                  2,044                  
Restricted cash 308                     4,218                  
Other assets 1,478                  1,522                  
Total assets 351,180$            402,469$            

Liabilities and stockholders’ equity
Current liabilities:
   Accounts payable 156,528$            145,622$            
   Payroll and related taxes 25,975                29,574                
   Current maturities of long-term debt -                     5,000                  
   Interest payable 337                     365                     
   Other current liabilities 9,728                  7,897                  
Total current liabilities 192,568              188,458              
Long-term debt 69,692                66,903                
Other liabilities 5,435                  2,476                  
Total liabilities 267,695              257,837              

Commitments and contingencies

Stockholders’ equity:
Preferred stock, no par value; 5,000,000 shares authorized; none issued -                     -                     
Common stock, par value $.01; 95,000,000 shares authorized and 20,465,028 shares outstanding
   in 2008; 95,000,000 shares authorized and 20,180,578 shares outstanding in 2007 203                     201                     
Common stock warrants 1,734                  1,734                  
Accumulated other comprehensive income (loss) (90)                     57                       
Additional paid-in capital 227,360              223,174              
Accumulated deficit (145,722)            (80,534)              
Total stockholders’ equity 83,485                144,632              
Total liabilities and stockholders’ equity 351,180$            402,469$            

 

See notes to consolidated financial statements  
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COMSYS IT Partners, Inc. and Subsidiaries  
Consolidated Statements of Operations  

  
 

Year ended
December 28, December 30, December 31,

2008 2007 2006
(In thousands, except per share amounts)
Revenues from services 727,108$            743,265$            736,645$            
Cost of services 550,189              558,074              557,598              
Gross profit 176,919              185,191              179,047              
Operating costs and expenses:
Selling, general and administrative 136,648              135,423              135,651              
Restructuring costs 637                     -                     -                     
Depreciation and amortization 8,115                  6,426                  8,717                  
Goodwill impairment 86,800                -                     -                     

232,200              141,849              144,368              
Operating income (loss) (55,281)              43,342                34,679                
Interest expense, net 5,457                  8,250                  15,518                
Loss on early extinguishment of debt -                     -                     3,191                  
Other income, net (204)                   (536)                   (310)                   
Income (loss) before income taxes (60,534)              35,628                16,280                
Income tax expense (benefit) 4,654                  2,279                  (4,767)                
Net income (loss) (65,188)$            33,349$              21,047$              

Basic net income (loss) per common share (3.19)$                1.67$                  1.10$                  
Diluted net income (loss) per common share (3.19)$                1.66$                  1.10$                  

Weighted average basic and diluted shares outstanding:
Basic 19,599                19,255                18,449                
Diluted 19,599                20,100                19,137                

 

See notes to consolidated financial statements  
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COMSYS IT Partners, Inc. and Subsidiaries  
Consolidated Statements of Comprehensive Income (Loss) 

 
 

Year Ended
December 28, December 30, December 31,

 2008 2007 2006
(In thousands)
Net income (loss) (65,188)$          33,349$              21,047$              
Foreign currency translation adjustments (147)                 69                       53                       
Total comprehensive income (loss) (65,335)$          33,418$              21,100$              

 
 

See notes to consolidated financial statements  
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COMSYS IT Partners, Inc. and Subsidiaries  
Consolidated Statements of Stockholders’ Equity 

 

 

Accumulated
Common Deferred Other Additional Total

Common Stock Stock Comprehensive Paid-in Accumulated Stockholders’
Stock Warrants Compensation Income (Loss) Capital Deficit Equity

(In thousands, except share data)
Balance as of January 1, 2006 187$          2,815$       (1,749)$              (65)$                     201,993$      (132,085)$        71,096$                 
Cumulative effect of adjustments resulting from the adoption of SAB 108, net of $0 for taxes -             -             -                     -                       -                (2,845)              (2,845)                    
Net income -             -             -                     -                       -                21,047             21,047                   
Foreign currency translations -             -             -                     53                         -                -                   53                          
Issuance of 214,000 shares of common stock 2                 -             -                     -                       -                -                   2                            
Exercise of 155,069 warrants for 119,052 shares of common stock -             (1,081)        -                     -                       1,685            -                   604                        
Options exercised for 207,618 shares of common stock 2                 -             -                     -                       1,701            -                   1,703                     
Stock issuance costs -             -             -                     -                       (159)              -                   (159)                       
Stock-based compensation -             -             -                     -                       3,269            -                   3,269                     
Reclassification upon adoption of SFAS 123(R) -             -             1,749                 -                       (1,749)           -                   -                         
Balance as of December 31, 2006 191            1,734         -                     (12)                       206,740        (113,883)          94,770                   
Net income -             -             -                     -                       -                33,349             33,349                   
Foreign currency translations -             -             -                     69                         -                -                   69                          
Issuance of 501,413 shares of common stock for acquistions 5                 -             -                     -                       10,560          -                   10,565                   
Issuance of 244,000 shares of restricted common stock 3                 -             -                     -                       (3)                  -                   -                         
Forfeiture of 28,807 vested shares of restricted common stock -             -             -                     -                       (428)              -                   (428)                       
Options exercised for 185,683 shares of common stock 2                 -             -                     -                       1,777            -                   1,779                     
Stock issuance costs -             -             -                     -                       (19)                -                   (19)                         
Stock-based compensation -             -             -                     -                       4,547            -                   4,547                     
Balance as of December 30, 2007 201            1,734         -                     57                         223,174        (80,534)            144,632                 
Net loss -             -             -                     -                       -                (65,188)            (65,188)                  
Foreign currency translations -             -             -                     (147)                     -                -                   (147)                       
Issuance of 342,878 shares of restricted common stock 2                 -             -                     -                       (2)                  -                   -                         
Forfeiture of 25,132 vested shares of restricted common stock -             -             -                     -                       (332)              -                   (332)                       
Options exercised for 8,200 shares of common stock -             -             -                     -                       83                 -                   83                          
Stock-based compensation -             -             -                     -                       4,437            -                   4,437                     
Balance as of December 28, 2008 203$          1,734$       -$                   (90)$                     227,360$      (145,722)$        83,485$                 

 

See notes to consolidated financial statements  
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COMSYS IT Partners, Inc. and Subsidiaries  
Consolidated Statements of Cash Flows   

 
 

Year ended
December 28, December 30, December 31,

2008 2007 2006
(In thousands)
Cash flows from operating activities
Net income (loss) (65,188)$             33,349$              21,047$           
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
     Depreciation and amortization 8,115                  6,426                  8,717               
     Goodwill impairment 86,800                -                      -                   
     Restructuring costs 472                     -                      -                   
     Provision for doubtful accounts 725                     1,158                  1,860               
    Stock-based compensation 4,437                  4,547                  3,269               
    Amortization of deferred financing costs 869                     876                     1,049               
    Other noncash expense, net 4,654                  2,279                  1,418               
    Loss (gain) on asset disposal -                      8                         (60)                   
    Loss on early extinguishment of debt -                      -                      3,191               
    Changes in operating assets and liabilities, net of effects of acquisitions:
       Accounts receivable (11,523)               4,260                  (20,706)            
       Prepaid expenses and other 556                     395                     1,188               
       Accounts payable 7,084                  13,742                22,871             
       Payroll and related taxes (442)                    (4,062)                 6,276               
       Other liabilities and other assets 792                     (4,168)                 (3,646)              
Net cash provided by operating activities 37,351                58,810                46,474             
Cash flows from investing activities
Capital expenditures (5,791)                 (3,088)                 (2,780)              
Cash paid for acquisitions, net of cash acquired (7,884)                 (30,934)               (1,250)              
Net cash used in investing activities (13,675)               (34,022)               (4,030)              
Cash flows from financing activities
Borrowings (payments) under revolving credit facility, net 2,789                  (21,639)               64,213             
Repayments of long-term debt (5,000)                 (5,000)                 (107,944)          
Exercise of stock options and warrants 83                       1,777                  2,307               
Stock issuance costs -                      (19)                      (334)                 
Cash paid for financing costs -                      -                      (2,335)              
Net cash used in financing activities (2,128)                 (24,881)               (44,093)            
Effect of exchange rates on cash (447)                    82                       155                   
Net increase (decrease) in cash and cash equivalents 21,101                (11)                      (1,494)              
Cash and cash equivalents, beginning of period 1,594                  1,605                  3,099               
Cash and cash equivalents, end of period 22,695$              1,594$                1,605$             

Supplemental disclosure of cash flow information
Interest paid 4,531$                7,503$                14,300$           
Income tax payments (refunds) 728$                   757$                   (5,658)$            

Supplemental disclosure of non-cash investing activities
Stock issued for acquisitions -$                    10,560$              -$                 

 

See notes to consolidated financial statements 
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COMSYS IT Partners, Inc. and Subsidiaries  
Notes to the Consolidated Financial Statements  

 
1. Description of Business  

 
COMSYS IT Partners, Inc. and its wholly-owned subsidiaries (“COMSYS” or the “Company”) provide a full range of 
specialized IT staffing and project implementation services, including website development and integration, application 
programming and development, client/server development, systems software architecture and design, systems engineering 
and systems integration.  The Company also provides services that complement its IT staffing services, such as vendor 
management, project solutions, process solutions and permanent placement of IT professionals.  The Company’s TAPFIN 
Process Solutions division offers total human capital fulfillment and management solutions within three core service areas: 
vendor management services, services procurement management and recruitment process outsourcing. 

 
The Company’s fiscal year ends on the Sunday closest to December 31st and its first three fiscal quarters are 13 calendar 
weeks each (and each also ends on a Sunday).  References to 2008, 2007 and 2006 refer to the fiscal years ending December 
28, 2008, December 30, 2007 and December 31, 2006, respectively.   

 
The Company follows Statement of Financial Accounting Standards (“SFAS”) No. 131, Disclosures About Segments of an 
Enterprise and Related Information.  As the Company’s consolidated financial information is reviewed by the chief decision 
makers, and the business is managed under one operating strategy, the Company operates under one reportable segment.  The 
Company’s principal operations are located in the United States, and the results of operations and long-lived assets in 
geographic regions outside of the United States are not material.  During the years 2008, 2007 and 2006, no individual 
customer accounted for more than 10% of the Company’s consolidated revenues.  
 
2. Significant Accounting Policies  
 
Principles of Consolidation 

 
The accompanying financial statements present on a consolidated basis the accounts of the Company and its wholly-owned 
subsidiaries.  All significant intercompany transactions have been eliminated.  

 
Cash and Cash Equivalents  

 
The Company considers all highly liquid instruments with a remaining maturity of three months or less at the time of 
purchase to be cash equivalents.  In a separate cash account, the Company maintains an additional $20 million it borrowed on 
its revolver in October 2008 to insure access to liquidity in the current credit environment.  The Company has invested these 
additional funds in a US Treasury money market fund.  The Company considers this money market fund to be a cash 
equivalent. 
 
Fixed Assets  

 
Fixed assets are recorded at cost less accumulated depreciation.  Depreciation is provided on all furniture, equipment and 
related software using the straight-line method over the estimated useful lives of the related assets, which range from three to 
seven years.  Leasehold improvements are amortized using the straight-line method over the shorter of the lease term or the 
estimated useful lives of the related assets.  Maintenance and repairs are expensed as incurred.   
 
The Company capitalizes certain internal software development costs in accordance with Statement of Position 98-1, 
Accounting for Costs of Computer Software Developed or Obtained for Internal Use (“SOP 98-1”).  Such costs consist 
primarily of custom-developed and packaged software and the direct labor costs of internally-developed software.  
Capitalized costs are amortized using the straight-line method over the estimated lives of the software, which range from 
three to five years.  SOP 98-1 describes three stages of software development projects: the preliminary project stage (all costs 
expensed as incurred), the application development stage (certain costs capitalized, certain costs expensed as incurred), and 
the post-implementation/operation stage (all costs expensed as incurred).  The costs capitalized in the application 
development stage include the costs of design, coding, installation of hardware and testing.  The Company capitalizes costs 
incurred during the development phase of the project as permitted.      
 
Leases 
 
The Company currently leases all of its administrative facilities under operating lease agreements.  Most lease agreements 
contain tenant improvements allowances, rent holidays and/or rent escalation clauses.  In instances where one or more of 
these items are included in a lease agreement, the Company records or adjusts deferred rent liability on the Consolidated 
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Balance Sheets to reflect rent expense on a straight-line basis over the term of the lease.  Rental deposits are provided for 
lease agreements that specify payments in advance or scheduled rent decreases over the lease term.  Lease terms generally 
range from five to ten years with one to two renewal options for extended terms.  Management expects that as these leases 
expire, they will be renewed or replaced by other leases in the normal course of business.  For leases with renewal options, 
the Company records rent expense and amortizes the leasehold improvements on a straight-line basis over the initial non-
cancelable lease term (in instances where the lease term is shorter than the economic life of the asset) as the Company does 
not believe that the renewal of the option is reasonably assured.  The Company is also required to make additional payments 
under operating lease terms for taxes, insurance and other operating expenses incurred during the operating lease period.   
 
Allowance for Doubtful Accounts 

 
Accounts receivable are reduced by an allowance for amounts that may become uncollectible in the future.  Estimates are 
used in determining the allowance for doubtful accounts and are based on the Company’s historical level of write-offs and 
judgments management makes about the creditworthiness of significant customers based on ongoing credit evaluations.  
Further, the Company monitors current economic trends that might impact the level of credit losses in the future.  As of 
December 28, 2008, and December 30, 2007, the allowance for uncollectible accounts receivable was $3.2 million and $3.4 
million, respectively.  

 
Goodwill and Other Intangible Assets  

 
Goodwill represents costs in excess of fair values assigned to the underlying net assets of acquired companies.  In accordance 
with SFAS No. 142, Goodwill and Other Intangible Assets, goodwill is not amortized but instead is tested for impairment 
annually or more frequently if events or changes in circumstances indicate the asset might be impaired.  

 
The Company’s other intangible assets represent customer list intangibles.  Other intangible assets are amortized over the 
respective contract terms or estimated life of the customer list, ranging from five to eight years.  In the event that facts and 
circumstances indicate intangibles or other long-lived assets may be impaired, the Company evaluates the recoverability and 
estimated useful lives of such assets.   
 
Long-Lived Assets  

 
In the event that facts and circumstances indicate intangibles or other long-lived assets may be impaired, the Company 
evaluates the recoverability and estimated useful lives of such assets.  The estimated future undiscounted cash flows 
associated with the assets are compared to the assets’ carrying amount to determine if a write-down to market is necessary. 
The Company believes all long-lived assets are fully realizable as of December 28, 2008.  

 
Fair Value of Financial Instruments 
 
The Company uses fair value measurements in areas that include, but are not limited to:  the allocation of purchase price 
consideration to acquired tangible and identifiable intangible assets, impairment testing of goodwill and long-lived assets and 
stock-based compensation arrangements.  The carrying values of cash, accounts receivable, restricted cash, accounts payable, 
and payroll and related taxes approximate their fair values due to the short-term maturity of these instruments.  The carrying 
value of the Company’s revolving line of credit, senior term loan and interest payable approximates fair value due to the 
variable nature of the interest rates under the Company’s senior credit agreement.  However, considerable judgment is 
required in interpreting data to develop the estimates of fair value.  

 
On December 31, 2007, the Company adopted the provisions of SFAS No. 157, Fair Value Measurements (“SFAS 157”), 
which established a framework for measuring fair value and expands disclosures about fair value measurements.  The 
adoption of SFAS 157 did not have any impact on the Company’s consolidated financial statements. 
 
Revenue Recognition  

 
The Company recognizes revenue pursuant to Staff Accounting Bulletin Nos. 101 and 104, Revenue Recognition in Financial 
Statements.  Accordingly, it recognizes revenue and records sales, net of related discounts, when all of the following criteria 
are met:  
    

• Persuasive evidence of an arrangement exists; 
• Ownership has transferred to the customer; 
• The price to the customer is fixed or determinable; and 
• Collectibility is reasonably assured. 
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The Company’s core staffing revenues vary from period to period based on several factors that include: 1) the billable 
headcount during the period; 2) the number of billing days during the period; and 3) the average bill rate during the period.   
 
Revenues under time-and-materials contracts are recorded at the time services are performed.  Hourly bill rates are typically 
determined based on the level of skill and experience of the consultants assigned and the supply and demand in the current 
market for those qualifications.  Alternatively, the bill rates for some assignments are based on a mark-up over compensation 
and other direct and indirect costs.   

 
Revenues from services are shown net of rebates and discounts primarily to volume-related discounts and prompt-payment 
discounts under contracts with the Company’s clients.  Such rebates and discounts totaled $13.1 million (1.8% of gross 
revenues), $12.0 million (1.5% of gross revenues) and $12.1 million (1.6% of gross revenues) for 2008, 2007 and 2006, 
respectively. 

 
Revenues from vendor management services are recorded net of the related pass-through labor costs.  “Vendor management 
services” are services that allow the Company’s clients to automate and consolidate management of their temporary 
personnel contracting processes.  Revenues are also reported net for payrolling activity.  “Payrolling” is defined as a situation 
in which the Company accepts a client-identified consultant for payroll processing in exchange for a fee.  Permanent 
placement fee revenues are usually determined based on a percentage of the employee’s first year cash compensation and are 
recorded when candidates begin their employment.  
 
Reimbursable expenses are expenses the Company pays to its consultants that are reimbursed by the Company’s clients.  The 
Company records reimbursable expenses in revenue with the associated cost recorded in cost of services. 
 
Accrued Bonuses 

 
The Company generally pays bonuses to certain executive management, field management and corporate employees based 
on, or after giving consideration to, a variety of financial performance measures or individual objectives.  Executive 
management, field management, and certain corporate employees’ bonuses are accrued throughout the year for payment 
during the first quarter of the following year, based in part upon anticipated annual results compared to annual budgets or 
individual objective criteria.  Variances in actual results versus budgeted amounts can have a significant impact on the 
calculations and, therefore, the estimates of the required accruals.  Accordingly, the actual earned bonuses may be materially 
different from the estimates used to determine the quarterly accruals. 

 
Commissions 

 
The Company’s associates make placements and earn commissions as a percentage of gross profit pursuant to the associate’s 
individual commission plan.  The amount of commissions paid as a percentage of gross profit increases as volume increases.  
The Company accrues commissions for actual gross profit at a percentage equal to the percent of total expected commissions 
payable to total gross profit for the year. 

 
Stock-Based Compensation  
 
The Company recognizes stock-based compensation expense as a component of selling, general and administrative expense 
in accordance with the provisions of SFAS No. 123 (revised 2004), Share-Based Payment (“SFAS 123(R)”).  At December 
28, 2008, the Company had two types of stock-based employee compensation: stock options and restricted stock.  The 
Company measures the fair value of restricted shares based upon the closing market price of the Company’s common stock 
on the date of grant.  These grants typically vest over a three-year period and any unvested awards expire at the end of the 
vesting period.  Restricted stock awards that vest in accordance with service conditions are amortized over their applicable 
vesting period using the straight-line method adjusted for estimated forfeitures.  For nonvested share awards subject to 
service and performance conditions, the Company is required to assess the probability that such performance conditions will 
be met.  If the likelihood of the performance condition being met is deemed probable, the Company will recognize the 
expense using the straight-line attribution method.  If such performance conditions are not met, no performance-based 
compensation expense will be recognized and any previously recognized compensation expense will be reversed.  No excess 
tax benefit has been recognized related to the Company’s stock-based compensation since none were realized due to the 
Company’s loss carryforwards.  The Company’s stock compensation plans are discussed more fully in Note 10. 

 
Self-Insurance  

 
The Company offers employee benefits, including workers compensation and health insurance, to eligible employees, for 
which it is self-insured for a portion of the cost.  The Company retains liability up to $100,000 for each workers 
compensation claim and up to $250,000 annually for each health insurance participant for which it is not insured.  Beginning 
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in 2009, the Company will retain liability up to $275,000 annually for each health insurance participant for which it is not 
insured.  These self-insurance costs are accrued using estimates based on historical data to approximate the liability for 
reported claims and claims incurred but not reported.  The Company believes that its estimation processes are adequate and 
its estimates in these areas have consistently been similar to actual results.  However, estimates in this area are highly 
subjective and future results could be materially different. 

 
Income Taxes  

 
The Company follows the liability method of accounting for income taxes.  Under this method, deferred income tax assets 
and liabilities are determined based on differences between the financial statement and income tax bases of assets and 
liabilities using enacted tax rates in effect for the year in which the differences are expected to reverse.  

 
The Company records an income tax valuation allowance when it is more likely than not that certain deferred tax assets will 
not be realized.  The Company carried a valuation allowance against most of its deferred tax assets as of December 28, 2008.  
These deferred tax items represent expenses or operating losses recognized for financial reporting purposes, which will result 
in tax deductions over varying future periods.  The judgments, assumptions and estimates that may affect the amount of the 
valuation allowance include estimates of future taxable income, timing or amount of future reversals of existing deferred tax 
liabilities and other tax planning strategies that may be available to the Company.  If the Company continues to be profitable, 
the Company will continue to evaluate each quarter its estimates of the recoverability of its deferred tax assets based on its 
assessment of whether any portion of these fully reserved assets become more likely than not recoverable through future 
taxable income.  At such time, if any, that the Company no longer has a reserve for its deferred tax assets, it will begin to 
provide for taxes at the full statutory rate.  
 
Presentation of Governmental Taxes Other Than Income Taxes 
 
The Company’s business activities are subject to various tax regulations in several taxing jurisdictions.  Governmental taxes 
assessed on the Company’s activities, other than income taxes, are presented in the Consolidated Statements of Operations on 
a net basis.  Upon conclusion of a taxable transaction, the amount of tax collected is accrued in a liability account in the 
Consolidated Balance Sheets and is subsequently remitted to the taxing jurisdiction. 
 
Net Income (Loss) Per Share  

 
Basic net income (loss) per share is computed by dividing income available to common stockholders by the weighted average 
number of common shares outstanding for the period.  Diluted net income (loss) per share is computed on the basis of the 
weighted average number of shares of common stock plus the effect of dilutive potential common shares outstanding during 
the period using the treasury stock method.   

 
Dilutive securities at December 28, 2008, include 248,654 warrants to purchase the Company’s common stock (Note 9).  The 
warrant holders are entitled to participate in dividends declared on common stock as if the warrants were exercised for 
common stock.  As a result, for purposes of calculating basic net income (loss) per common share, income (loss) attributable 
to warrant holders has been excluded from net income (loss).   

 
Additionally, dilutive securities include 606,843 unvested restricted stock shares at December 28, 2008.  The unvested 
restricted stock holders are entitled to participate in dividends declared on common stock as if the shares were fully vested.  
As a result, for purposes of calculating basic net income (loss) per common share, income (loss) attributable to unvested 
restricted stock holders has been excluded from net income (loss).   
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The computation of basic and diluted net income (loss) per share is as follows, in thousands, except per share amounts:  
  

Year ended
December 28, December 30, December 31,

2008 2007 2006
Net income (loss) attributable to common stockholders - basic (62,468)$            32,161$              20,354$              
Net income (loss) attributable to unvested restricted stock holders (1,938)                782                     420                     
Net income (loss) attributable to warrant holders (782)                   406                     273                     
Total net income (loss) (65,188)$            33,349$              21,047$              

Weighted average common shares outstanding - basic 19,599                19,255                18,449                
Add: dilutive restricted stock, stock options and warrants -                     845                     688                     
Diluted weighted average common shares outstanding 19,599                20,100                19,137                
Basic net income (loss) per common share (3.19)$                1.67$                  1.10$                  
Diluted net income (loss) per common share (3.19)$                1.66$                  1.10$                  

 
 

For 2008, 2007 and 2006 there were 683,369, 1,289 and 65,273 shares, respectively, attributable to outstanding stock options, 
warrants and restricted stock excluded from the calculation of diluted net income (loss) per share because their inclusion 
would have been antidilutive.  
 
Use of Estimates  

 
The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires 
management to make estimates and assumptions that affect the amounts reported in the financial statements and 
accompanying notes.  The more significant areas requiring the use of management estimates include estimates for 
uncollectible accounts, useful asset lives for depreciation and amortization, deferred taxes and valuation allowances and 
stock-based compensation.  Actual results could differ from those estimates.  

 
Reclassifications  

 
Certain reclassifications of prior year amounts have been made to the prior year balance sheet to conform to the current year 
presentation.  

 
Recent Accounting Pronouncements 

 
In September 2006, the Financial Accounting Standards Board (“FASB”) issued SFAS 157, which provides enhanced 
guidance for using fair value to measure assets and liabilities.  SFAS 157 also responds to investors’ requests for expanded 
information about the extent to which companies measure assets and liabilities at fair value, the information used to measure 
fair value and the effect of fair value measurements on earnings.  SFAS 157 applies whenever other standards require (or 
permit) assets or liabilities to be measured at fair value, but does not expand the use of fair value in any new circumstances.  
SFAS 157 is effective for financial statements issued for fiscal years beginning after November 15, 2007, and the Company 
adopted the new requirements in its fiscal first quarter of 2008.  The adoption of SFAS 157 did not have a material effect on 
the Company’s consolidated financial statements. 
 
In February 2008, the FASB issued FASB Staff Position (“FSP”) No. 157-2 (“FSP 157-2”).  FSP 157-2 delays the effective 
date of SFAS 157 for non-financial assets and non-financial liabilities, except those that are recognized or disclosed at fair 
value in the financial statements on a recurring basis, to fiscal years beginning after November 15, 2008, and interim periods 
within those fiscal years.  In February 2008, the FASB also issued FSP No. 157-1 that would exclude leasing transactions 
accounted for under SFAS No. 13, Accounting for Leases, and its related interpretive accounting pronouncements.  In 
October 2008, the FASB issued FSP No. 157-3, Determining the Fair Value of a Financial Asset When the Market for That 
Asset is Not Active (“FSP 157-3”), which applies to financial assets within the scope of accounting pronouncements that 
require or permit fair value measurements in accordance with SFAS 157.  FSP 157-3 clarifies the application of SFAS 157 in 
a market that is not active and defines additional key criteria in determining the fair value of a financial asset when the 
market for that financial asset is not active.  The Company does not expect the SFAS 157 related guidance to have a material 
impact on the Company’s consolidated financial statements.  
 
  

In December 2007, the FASB issued SFAS No. 141 (revised 2007), Business Combinations (“SFAS 141(R)”), which 
provides new accounting requirements for business combinations.  SFAS 141(R) defines a business combination as a 
transaction or other event in which an acquirer obtains control of one of more businesses.  SFAS 141(R) is effective for 
financial statements issued for fiscal years beginning after December 15, 2008, and the Company will adopt the new  
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requirements in its fiscal first quarter of 2009.  The Company will apply SFAS 141(R) prospectively to business 
combinations with an acquisition date on or after December 29, 2008.  Additionally, the adoption of SFAS 141(R) will have 
a material impact on its income tax provision.  Any future release of the Company’s existing tax valuation allowance related 
to acquired tax benefits in a purchase business combination when reversed, will be reflected as an income tax benefit in its 
Consolidated Statement of Operations.  Under the previous accounting standards, the reversal would have been recorded to 
goodwill as well as income tax expense.  As a result, the Company expects its reported income tax expense to decline in 
2009. 
 
In April 2008, the FASB issued FSP FAS 142-3, Determination of the Useful Life of Intangible Assets (“FSP FAS 142-3”). 
FSP FAS 142-3 amends the factors that should be considered in developing renewal or extension assumptions used in 
determining the useful life of a recognized intangible asset under SFAS No. 142, Goodwill and Other Intangible Assets.  This 
new guidance applies prospectively to intangible assets that are acquired individually or with a group of other assets in 
business combinations and asset acquisitions.  FSP FAS 142-3 is effective for fiscal years beginning after December 15, 
2008, and early adoption is prohibited.  The impact of FSP FAS 142-3 will depend upon the nature, terms, and size of the 
acquisitions the Company consummates after the effective date.  
 
In June 2008, the FASB issued FSP Emerging Issues Task Force 03-6-1, Determining Whether Instruments Granted in 
Share-Based Payment Transactions Are Participating Securities (“FSP EITF 03-6-1”).  FSP EITF 03-6-1 provides that 
unvested share-based payment awards that contain nonforfeitable rights to dividends or dividend equivalents (whether paid or 
unpaid) are participating securities and shall be included in the computation of earnings per share pursuant to the two-class 
method.  FSP EITF 03-6-1 is effective for fiscal years beginning after December 15, 2008, and interim periods within those 
years.  Upon adoption, a company is required to retrospectively adjust its earnings per share data (including any amounts 
related to interim periods, summaries of earnings and selected financial data) to conform with the provisions of FSP EITF 03-
6-1.  The Company does not expect the adoption of FSP EITF 03-6-1 to have a material effect on its consolidated financial 
statements. 
 
3.  Mergers and Acquisitions 
 
On September 30, 2004, COMSYS Holding, Inc. (“COMSYS Holding” or “Old COMSYS”) completed a merger transaction 
with Venturi Partners, Inc. (“Venturi”), a publicly-held IT and commercial staffing company, in which COMSYS Holding 
merged with a subsidiary of Venturi (the “merger”).  At the effective time of the merger, Venturi changed its name to 
COMSYS IT Partners, Inc. and issued new shares of its common stock to stockholders of COMSYS Holding, resulting in 
former COMSYS Holding stockholders owning approximately 55.4% of Venturi’s outstanding common stock on a fully-
diluted basis.  Since former COMSYS Holding stockholders owned a majority of the Company’s outstanding common stock 
upon consummation of the merger, COMSYS Holding was deemed the acquiring company for accounting and financial 
reporting purposes.  References to “Old COMSYS” are to COMSYS Holding and its consolidated subsidiaries prior to the 
merger, and references to “COMSYS” or “the Company” are to COMSYS IT Partners, Inc. and its consolidated subsidiaries 
after the merger.  References to “Venturi” are to Venturi and its consolidated subsidiaries prior to the merger.   

 
On October 31, 2005, the Company purchased all of the outstanding stock of Pure Solutions, Inc. (“Pure Solutions”), an 
information technology services company with operations in California.  This acquisition was not material to the Company’s 
business.  The purchase price was comprised of a $7.5 million cash payment at closing plus up to $8.25 million of earnout 
payments over three years.  In connection with the purchase, the Company recorded a customer list intangible asset in the 
amount of $6.6 million, which was valued using a discounted cash flow analysis.  The fair value of Pure Solutions’ net 
identifiable assets exceeded the initial purchase price by $1.1 million, and this amount was recorded as a liability at the date 
of purchase.  In June 2006, the Company made an earnout payment of $1.25 million, of which $1.1 million was charged to 
the liability with the remainder to goodwill.  Additional earnout payments of $2.5 million were paid in 2007, and an earnout 
payment of $1.25 million was accrued in October 2007 and paid in January 2008.  Additional earnout payments of $3.25 
million were accrued during 2008.  In July 2008, the Company paid an earnout payment of $1.25 million.  The remaining 
amounts accrued were paid in January 2009 in accordance with the terms of the purchase agreement.  These earnouts were 
recorded to goodwill.  The operations of Pure Solutions are included in the Consolidated Statements of Operations for 
periods subsequent to the purchase. 

 
From 2003 to March 2007, the Company owned a 19.9% equity interest in Econometrix, Inc. (“Econometrix”), a California-
based vendor management systems software provider.  On March 16, 2007, the Company purchased the remaining 80.1% of 
the outstanding common stock of Econometrix that it did not own.  This acquisition was not material to the Company’s 
business.  Econometrix shareholders received 247,807 shares of the Company’s common stock in the acquisition.  The 
operations of Econometrix are included in the Consolidated Statements of Operations subsequent to the purchase. 
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On May 31, 2007, the Company purchased all of the issued and outstanding membership interests in Plum Rhino Consulting, 
LLC (“Plum Rhino”), a specialty staffing services provider to the financial services industry with offices in Georgia, Illinois, 
Missouri and North Carolina.  This acquisition was not material to the Company’s business.  The purchase price included the 
issuance of 253,606 shares of the Company’s common stock to the Plum Rhino members, debt payments of approximately 
$0.2 million and up to $3.7 million of earnout payments based on Plum Rhino’s achievement of specified annual EBITDA 
targets over a three-year period.  The former owners of Plum Rhino and the Company have agreed that the earnout target was 
not met for the first period.  In November 2008, the remaining earnout payments were determined by the Company’s Board 
of Directors to be unattainable.  In order to retain the services of Plum Rhino’s former owners and to provide an incentive for 
their continued contribution to the Company’s long-term success, the Company’s Board of Directors granted 75,000 
restricted shares to these former owners which will vest based on Plum Rhino’s achievement of specified annual EBITDA 
targets over a three-year period in exchange for the former Plum Rhino owners relinquishing their rights to the additional 
earnout payments under the purchase agreement (Note 10).  In connection with the purchase, the Company recorded a 
customer list intangible asset in the amount of $3.2 million, which was valued using a discounted cash flow analysis, $2.2 
million of goodwill and $0.6 million of tangible net assets.  The operations of Plum Rhino are included in the Consolidated 
Statements of Operations subsequent to the purchase. 

 
On December 12, 2007, the Company purchased all of the outstanding stock in Praeos Technologies, Inc. (“Praeos”), an 
Atlanta-based provider of IT consulting services specializing in the business intelligence and business analytics sectors.  This 
acquisition was not material to the Company’s business.  The purchase price was comprised of a $12.0 million cash payment 
at closing plus up to a $5.5 million earnout payment based on Praeos’ achievement of a specified annual EBITDA target in 
2008.  The former owners of Praeos and the Company have agreed that the earnout target was not met for the period.  In 
connection with the purchase, the Company recorded $6.2 million of goodwill and $2.4 million of tangible net assets.  In 
addition, the Company escrowed $3.4 million of restricted cash for a payment required to be made to employees or former 
shareholders in December 2008.  In December 2008, the Company paid $3.4 million out of the escrow account to former 
employees that participated in the Praeos bonus plan that were still employed by the Company at the one-year anniversary of 
the closing date.  The Company has determined that the bonus plan acquired at acquisition was a compensatory arrangement 
and, accordingly, recognized compensation expense ratably in 2008 in the amount of $3.4 million.  In addition, the Company 
is party to a $1.4 million escrow set up to indemnify the Company for the breach of any representation, covenant or 
obligation by the seller.  This amount will be paid out within 18 months of the closing date of the acquisition to the former 
owners of Praeos.  The operations of Praeos are included in the Consolidated Statements of Operations subsequent to the 
purchase. 

 
On December 19, 2007, the Company purchased the assets and assumed specified liabilities of T. Williams Consulting, LLC 
(“TWC”), a Philadelphia-based provider of recruitment process outsourcing and specialty human resources consulting 
services.  This acquisition was not material to the Company’s business.  The purchase price was comprised of a $16.5 million 
cash payment at closing plus up to a $7.5 million earnout payment based on TWC’s achievement of a specified annual 
EBITDA target in 2008.  The former owners of TWC and the Company have agreed that the earnout target was not met for 
the period.  In connection with the purchase, the Company recorded a customer list intangible asset in the amount of $2.8 
million, which was valued using a discounted cash flow analysis, an assembled methodology intangible asset in the amount 
of $0.2 million, which was valued using an estimated development cost analysis, $11.8 million of goodwill and $1.7 million 
of tangible net assets.  The operations of TWC are included in the Consolidated Statements of Operations subsequent to the 
purchase. 
 
On June 26, 2008, the Company purchased all of the issued and outstanding stock in ASET International Services 
Corporation (“ASET”), a Virginia-based provider of globalization, localization and interactive language services. This 
acquisition was not material to the Company’s business.  The purchase price was comprised of a $5.0 million cash payment 
at closing, $1.0 million in notes payable to the former owners and up to a $1.0 million earnout payment based on ASET’s 
achievement of a specified EBITDA target over the 12 months following the acquisition.  As of December 28, 2008, the 
Company has accrued $1.0 million related to the potential earnout payment, and this amount has been charged to goodwill.  
The notes accrue interest at the rate of 6% annually.  Interest accrued as of June 30, 2009, will be paid on that date, with the 
remaining interest payable with the note balances on June 30, 2010.  The notes are included in other liabilities on the 
Consolidated Balance Sheets.  In connection with the purchase, the Company recorded a customer list intangible asset in the 
amount of $2.1 million, which was valued using a discounted cash flow analysis, $1.9 million of goodwill and $2.0 million of 
tangible net assets.  The operations of ASET are included in the Consolidated Statements of Operations subsequent to the 
purchase. 
 
None of these acquisitions, individually or in aggregate, required financial statement filings under Rule 3-05 of Regulation  
S-X. 
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4.  Selected Balance Sheet Components 
 
Accounts Receivable 

 
Receivables consist of the following, in thousands:  
  

December 28, December 30,
2008 2007

Trade receivables 204,532$            192,011$            
Other receivables 997                     695                     

205,529              192,706              
Less allowance for doubtful accounts (3,232)                (3,389)                
Accounts receivable, net 202,297$            189,317$            

 
 
Bad debt expense was $0.7 million, $1.2 million and $1.9 million in 2008, 2007 and 2006, respectively.  Additionally, the 
allowance for doubtful accounts increased by $0.2 million due to acquired companies.  Write-offs, net of recoveries, were 
$1.1 million, $1.0 million and $2.8 million in 2008, 2007 and 2006, respectively.   
 
Fixed Assets 

 
Fixed assets consist of the following, in thousands:  
  

December 28, December 30,
2008 2007

Computer hardware and software 58,371$              53,864$              
Furniture and equipment 10,159                7,646                  
Leasehold improvements 4,437                  1,786                  

72,967                63,296                
Less accumulated depreciation and amortization (56,371)              (50,202)              
Fixed assets, net 16,596$              13,094$              

 
 
Depreciation and amortization expense related to fixed assets amounted to $4.6 million, $4.1 million and $6.6 million in 
2008, 2007 and 2006, respectively.  During 2006, the Company disposed of $9.0 million of computer hardware and related 
software that was nearly fully depreciated.   
 
Goodwill 

 
The Company performed its annual impairment test as of November 23, 2008.  At November 23, 2008, the Company 
performed the first step of the two-step impairment test and compared the fair value of the reporting unit (management has 
previously determined the Company operates as one reporting unit) to its carrying value.  In assessing the fair value of the 
reporting unit, the Company considered both the market approach and the income approach.  Under the market approach, the 
fair value of the reporting unit is based on the quoted market price of companies comparable to the reporting unit.  Under the 
income approach, the fair value of the reporting unit is based on the present value of estimated cash flows.  The income 
approach is dependent on a number of significant management assumptions, including estimated future revenue growth rates, 
gross margins on sales, operating margins, capital expenditures and discount rates.  Each approach was weighted in order to 
arrive at the fair value of the reporting unit.  The Company determined the fair value of the reporting unit was less than the 
carrying value.  As a result, the Company performed step two of the impairment test for the reporting unit. 
 
In step two of the impairment test, the Company is required to determine the implied fair value of the goodwill and compare 
it to the carrying value of the goodwill.  The Company allocated the fair value of the reporting unit to the respective assets 
and liabilities of the reporting unit as if the reporting unit had been acquired in a separate business combination and the fair 
value of the reporting unit was the price paid to acquire the reporting unit.  The excess of the fair value of the reporting units 
over the amounts assigned to their respective assets and liabilities is the implied fair value of goodwill.  The implied goodwill 
was less than the carrying value of goodwill, resulting in a non-cash, pre-tax impairment charge of $86.8 million in the fourth 
quarter of 2008.  The Company then reconciled the fair value of the reporting unit to its market capitalization at 
November 23, 2008.   
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The change in the carrying value of goodwill during fiscal years 2008, 2007 and 2006 is set forth below, in thousands:  
 

 

Balance as of January 1, 2006 156,224$        
Adjustments to previously reported purchase price (1,240)             
Balance as of December 31, 2006 154,984          
Adjustments to previously reported purchase price (3,497)             
Adjustments related to acquisitions, net 22,673            
Balance as of December 30, 2007 174,160          
Adjustments to previously reported purchase price (3,488)             
Adjustments related to acquisitions, net 5,192              
Goodwill impairment (86,800)           
Balance as of December 28, 2008 89,064$          

 
 

The decrease in goodwill in 2006 was due to adjustments related to purchase accounting liabilities, partially offset by the 
earnout payments related to the purchase of Pure Solutions.  The increase in 2007 was due primarily to the Company’s 
purchases of Plum Rhino, Praeos and TWC and the earnout payments related to the purchase of Pure Solutions partially 
offset by the determination of certain tax and unclaimed property claim amounts related to the merger.  The decrease in 2008 
was primarily due to the non-cash impairment charge partially offset by the purchase of ASET and earnout payments related 
to the purchases of Pure Solutions and ASET. 

  
Other Intangible Assets  

 
The Company’s intangible assets other than goodwill consisted of the following, in thousands:  

 

 

December 28, December 30, Estimated
2008 2007 Useful Life

Gross carrying amount: (in years)
   Customer list—Venturi 6,407$                6,407$                5
   Customer list—Pure Solutions 6,571                  6,571                  8
   Customer list—Plum Rhino 3,207                  3,207                  8
   Customer list—TWC 2,774                  -                     5
   Assembled methodology—TWC 200                     -                     8
   Customer list—ASET 2,082                  -                     5
   Customer list—Symmetry 217                     -                     5

21,458                16,185                
Accumulated Amortization:
   Customer list—Venturi (5,446)                (4,165)                
   Customer list—Pure Solutions (2,607)                (1,784)                
   Customer list—Plum Rhino (635)                   (234)                   
   Customer list—TWC (555)                   -                     
   Assembled methodology—TWC (25)                     -                     
   Customer list—ASET (208)                   -                     
   Customer list—Symmetry (20)                     -                     

(9,496)                (6,183)                
Total other intangible assets, net 11,962$              10,002$              

 
 

Aggregate amortization expense for intangibles other than goodwill amounted to $3.3 million, $2.3 million and $2.1 million 
in 2008, 2007 and 2006, respectively.  
 
Estimated amortization expense after 2008 is as follows, in thousands:  
  

 

2009 3,224$           
2010 2,264             
2011 2,262             
2012 2,264             
2013 1,324             
Thereafter 624                

11,962$         
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Restructuring Costs 
 

In November 2008, the Company announced a restructuring plan designed to improve operational efficiencies by relocating 
certain administrative functions primarily from the Washington DC area and Portland, Oregon into its new Phoenix customer 
service center facility.  The Company expects to record restructuring charges through the second quarter of 2009.  All of 
these charges are expected to result in future cash expenditures.  These charges primarily will relate to employee termination 
benefits and lease termination costs for the Gaithersburg, Maryland facility.  
 
The change in the liability for restructuring costs related to the restructuring in 2008 and to the merger (Note 3) during 2007 
and 2006 is set forth below, in thousands:  
 

 

Employee
severance Lease costs Total

Balance as of January 1, 2006 512$            2,463$             2,975$       
Adjustments -               (626)                 (626)          
Charges -               -                   -            
Cash payments (512)             (760)                 (1,272)       
Balance as of December 31, 2006 -               1,077               1,077         
Adjustments -               -                   -            
Charges -               -                   -            
Cash payments -               (722)                 (722)          
Balance as of December 30, 2007 -               355                  355            
Adjustments -               -                   -            
Charges 453              64                    517            
Cash payments (41)               (177)                 (218)          
Balance as of December 28, 2008 412$            242$                654$          

 
 

The Company expects to pay the $0.7 million balance shown above during 2009.  Additionally, the Company expects to 
incur additional lease charges in 2009 related to its Washington DC location, and these charges will be paid from 2009 
through 2014. 
 
5. Long-Term Debt  

 
Long-term debt consists of the following, in thousands:  

 

 

December 28, December 30,
2008 2007

Debt outstanding under credit facilities:
Revolver 69,692$             66,903$             
Senior term loan -                     5,000                 

69,692               71,903               
Less current maturities -                     5,000                 
Total long-term debt 69,692$             66,903$             

 
 
Credit Facilities  
 
On December 14, 2005, the Company entered into a new senior credit agreement with Merrill Lynch Capital and a syndicate 
of lenders which replaced all of the Company’s then existing credit agreements.  This senior credit agreement provided for a 
two-year term loan of $10.0 million, which was funded on December 14, 2005, and which was originally scheduled to be 
repaid in eight equal quarterly principal installments commencing on March 31, 2006, and a revolving line of credit 
(“revolver”) of up to $120.0 million, maturing on March 31, 2010.  At the same time, the Company borrowed $100.0 million 
under a second lien term loan credit agreement with Merrill Lynch Capital and a syndicate of lenders, which was originally 
scheduled to mature on October 31, 2010.  The proceeds from these borrowings were used to repay all outstanding 
borrowings under the prior credit agreements with Merrill Lynch Capital.   

  
The Company made the first scheduled principal payment on the senior term loan in the first quarter of 2006.  In May 2006, 
the Company received a federal income tax refund, including interest, totaling $6.4 million, which was used to pay down the 
principal balance of the senior term loan.  Under the terms of the senior credit agreement, this principal payment reduced the 
scheduled quarterly payments to $0.3 million, and the first installment of this reduced amount was paid in the second quarter 
of 2006. 
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On September 15, 2006, the senior credit agreement and second lien term loan were amended.  Among other things, the 
amendments provided for an increase in the Company’s borrowing capacity under its revolving line of credit to $145.0 million from 
$120.0 million and an increase in the senior term loan to $10.0 million from $2.1 million, which was the outstanding principal 
balance prior to the amendments.  The Company used borrowings under the amended senior credit agreement to prepay 
$70.0 million of the outstanding principal amount of the $100.0 million second lien term loan.  The Company incurred charges of 
approximately $2.6 million in the third quarter of 2006 related to the early repayment on the second lien term loan, the write-off of 
certain deferred financing costs and certain expenses incurred in connection with this refinancing, of which $2.5 million was 
recorded as a loss on early extinguishment of debt and $0.1 million was included in interest expense.  In addition, the Company 
capitalized certain costs of this refinancing of approximately $0.5 million in the third quarter of 2006.  

 
On December 15, 2006, the senior credit agreement was further amended.  Among other things, the amendments provided for an 
increase in the Company’s borrowing capacity under its revolving line of credit to $160.0 million from $145.0 million and the early 
payoff of the remaining $30.0 million balance of the second lien term loan.  Additionally, the maturity date of the agreement was 
amended to be March 31, 2010.  The Company incurred charges of approximately $0.9 million in the fourth quarter of 2006 related 
to the early repayment of the second lien term loan, the write-off of certain deferred financing costs and certain expenses incurred in 
connection with this refinancing, of which $0.7 million was recorded as a loss on early extinguishment of debt and $0.2 million was 
included in interest expense.  In addition, the Company capitalized certain costs of this refinancing of approximately $0.1 million in 
the fourth quarter of 2006.  

 
In connection with its purchase of the remaining outstanding common stock of Econometrix in March 2007, the Company further 
amended the senior credit agreement to add Econometrix as an additional credit party under the agreement.  In connection with its 
purchase of the issued and outstanding membership interests of Plum Rhino in May 2007, the Company further amended the senior 
credit agreement to add Plum Rhino as an additional credit party under the agreement and to increase the aggregate amount 
permitted for acquisitions from $10.0 million to $50.0 million.  In connection with its purchases of Praeos and TWC in December 
2007, the Company further amended the senior credit agreement to add Praeos and TWC as additional credit parties under the 
agreement. 

 
The Company’s senior credit agreement bears interest at the prime rate plus a margin that can range from 0.75% to 1.00%, or, at the 
Company’s option, LIBOR plus a margin that can range from 1.75% to 2.00%, each depending on the Company’s total debt to 
adjusted EBITDA ratio, as defined in the senior credit agreement, as amended.  The Company pays a quarterly commitment fee of 
0.5% per annum on the unused portion of the revolver.  The Company and certain of its subsidiaries guarantee the loans and other 
obligations under the senior credit agreement.  The obligations under the senior credit agreement are secured by a perfected first 
priority security interest in substantially all of the assets of the Company and its U.S. subsidiaries, as well as the shares of capital 
stock of its direct and indirect U.S. subsidiaries and certain of the capital stock of its foreign subsidiaries.  Pursuant to the terms of 
the senior credit agreement, the Company maintains a zero balance in its primary domestic cash accounts.  Any excess cash in those 
domestic accounts is swept on a daily basis and applied to repay borrowings under the revolver, and any cash needs are satisfied 
through borrowings under the revolver.  In a separate cash account, the Company maintains an additional $20 million it borrowed 
on its revolver in October 2008 to insure access to liquidity in the current credit environment.  The Company has invested these 
additional funds in a US Treasury money market fund. 
 
Borrowings under the revolver are limited to 85% of eligible accounts receivable, as defined in the senior credit agreement, as 
amended, reduced by the amount of outstanding letters of credit and designated reserves.  At December 28, 2008, these designated 
reserves were:  a $5.0 million minimum availability reserve, a $1.5 million reserve for outstanding letters of credit, a $2.0 million 
reserve for the Pure Solutions acquisition and a $1.0 million reserve for the ASET acquisition.  At December 28, 2008, the 
Company had outstanding borrowings of $69.7 million under the revolver at interest rates ranging from 3.58% to 4.75% per annum 
(weighted average rate of 4.25%) and excess borrowing availability under the revolver of $73.0 million for general corporate 
purposes.  At December 28, 2008, the Company’s debt to adjusted EBITDA ratio resulted in a prime rate margin of 0.75% and a 
LIBOR margin of 1.75%.  Fees paid on outstanding letters of credit are equal to the LIBOR margin then applicable to the revolver, 
which at December 28, 2008, was 1.75%.  At December 28, 2008, outstanding letters of credit totaled $1.5 million.  The senior term 
loan was repaid in full on December 26, 2008. 

 
The Company’s credit facilities contain a number of covenants that, among other things, restrict its ability to:   

 
• incur additional indebtedness;  
• repurchase shares;  
• declare or pay dividends and other distributions;  
• incur liens;  
• make capital expenditures;  
• make certain investments or acquisitions;  
• repay debt; and  
• dispose of property.   
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In addition, under the credit facilities, there are springing financial covenants that would require the Company to satisfy a 
minimum fixed charge coverage ratio and a maximum total leverage ratio if our excess availability falls below $25 million.  
A breach of any covenants governing the Company’s debt would permit the acceleration of the related debt and potentially 
other indebtedness under cross-default provisions.  As of December 28, 2008, we were in compliance with all covenant 
requirements and we believe we will be able to comply with these covenants throughout 2009. 

 
The senior credit agreement contains various events of default, including failure to pay principal and interest when due, 
breach of covenants, materially incorrect representations, default under other agreements, bankruptcy or insolvency, the 
occurrence of specified ERISA events, entry of enforceable judgments against the Company in excess of $2.0 million not 
stayed and the occurrence of a change of control.  In the event of a default, all commitments under the revolver may be 
terminated and all of the Company’s obligations under the senior credit agreement could be accelerated by the lenders, 
causing all loans and borrowings outstanding (including accrued interest and fees payable thereunder) to be declared 
immediately due and payable.  In the case of bankruptcy or insolvency, acceleration of obligations under the Company’s 
senior credit agreement is automatic. 

 
Maturities of long-term debt for the five years succeeding December 28, 2008, and thereafter are as follows, in thousands:  
 

 

2009 -$                
2010 69,692            
2011 -                  
2012 -                  
2013 -                  
Thereafter -                  
Total long-term debt 69,692$          

 
 
6. Income Taxes  

 
The related components of the provision (benefit) for income taxes are as follows, in thousands:  
  

 

Year Ended
December 28, December 30, December 31,

2008 2007 2006
Current:
    Federal 280$                   300$                   (5,799)$              
    State 1,035                  254                     12                       
    Foreign 13                       113                     103                     
Total current 1,328                  667                     (5,684)                

Deferred:
    Federal 3,330                  2,047                  969                     
    State (4)                       (435)                   (52)                     
Total deferred 3,326                  1,612                  917                     
Total provision (benefit) for income taxes 4,654$                2,279$                (4,767)$              
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The provision (benefit) for income taxes differs from the tax computed using the statutory U.S. federal income tax rate as a 
result of the following items, in thousands:  
 

 

Year Ended
December 28, December 30, December 31,

2008 2007 2006
Income tax expense computed at the federal statutory income tax rate (21,187)$            12,470$              5,698$                
State income tax expense net of federal benefit (1,192)                988                     1,240                  
Effect of permanent differences 11,733                518                     803                     
Tax benefit allocated to goodwill 3,326                  2,303                  1,103                  
Effect of increase (decrease) in valuation allowance 11,682                (13,884)              (13,566)              
Other 292                     (116)                   (45)                     
Total provision (benefit) for income taxes 4,654$                2,279$                (4,767)$              

 
 
In the table above, ‘tax benefit allocated to goodwill’ and ‘effect of increase (decrease) in valuation allowance’ include both 
federal and state tax attributes.  The 2008 income tax expense contains the following amounts:  current expenses in the 
amount of $0.3 million for federal alternative minimum tax; $1.1 million for the Texas Margin tax, Michigan Gross Receipts 
tax, California Corporate Income and other miscellaneous state and foreign income tax expenses and a deferred expense in 
the amount of $3.3 million resulting from the release of a portion of the valuation allowance on Venturi’s acquired net 
deferred assets from the merger.  Although the Company’s net deferred tax asset is substantially offset with a valuation 
allowance, a portion of its fully-reserved deferred tax assets that become realized through operating profits are recognized as 
adjustments to the purchase price as a reduction to goodwill to the extent they relate to benefits acquired in the merger.  This 
then results in deferred tax expense in the year the acquired deferred tax assets are utilized.  This portion of deferred tax 
expense represents the consumption of pre-merger deferred tax assets that were acquired with zero basis.  In accordance with 
the provisions of SFAS No. 109, Accounting for Income Taxes, the Company calculated a goodwill bifurcation ratio in the 
year of the merger to determine the amount of deferred tax asset realizable expense that should be offset to goodwill 
prospectively. 
 
In 2008, the Company recognized a non-cash, pre-tax goodwill impairment charge in the amount of $86.8 million. The 
Company recorded a deferred tax asset related to the deductible portion of the goodwill impairment in the amount of $21.5 
million and a corresponding valuation allowance.  The tax benefit for the impairment will be realized when the valuation 
allowance is released, resulting in a benefit recorded to the Consolidated Statement of Operations.  The non-deductible 
portion of the goodwill impairment charge resulted in a permanent difference of $12.7 million.  
 
The impairment charge created a reduction in income tax expense in the amount of $0.8 million. The Company’s deferred tax 
assets increased, as discussed in the preceding paragraph, due to the goodwill impairment charge; therefore, the Company did 
not utilize Venturi non-NOL deferred tax assets. If the Company had utilized Venturi non-NOL deferred tax assets, a tax 
expense for the goodwill bifurcation discussed above would have been necessary. 
 
The 2007 income tax expense contains the following amounts:  current expenses in the amount of $0.3 million for federal 
alternative minimum tax; $0.3 million for the Texas Margin tax and other miscellaneous state income tax expenses and $0.1 
million for foreign income taxes related to the Company’s profitable United Kingdom subsidiary, a deferred expense in the 
amount of $2.3 million resulting from the release of a portion of the valuation allowance on Venturi’s acquired net deferred 
assets from the merger and a deferred state tax benefit of $0.7 million related to the conversion of the Company’s Texas net 
operating loss carryforwards into the new Texas Margin tax credit.   
 
The 2006 income tax benefit is the result of a federal income tax refund of $5.8 million resulting from legislation that 
allowed the Company to carryback a portion of its 2002 net operating loss to prior years.  The 2006 income tax benefit also 
contained an offsetting expense amount of $1.1 million, which was the result of the release of part of the valuation allowance 
on Venturi’s acquired net deferred assets from the merger with COMSYS, and a provision of $0.1 million for foreign income 
taxes related to the Company’s profitable United Kingdom subsidiary.  Additionally, the provision contained a state tax 
benefit of $0.2 million related to the conversion of the Company’s Texas net operating loss carryforwards into the new Texas 
Margin tax credit.   
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The net deferred tax assets are reflected in the accompanying Consolidated Balance Sheets as follows, in thousands:  
 

 

December 28, December 30,
2008 2007

Net current asset -$                   -$                   
Net noncurrent asset 862                    881                    
Net noncurrent liability -                     -                     
Net deferred tax assets 862$                  881$                  

 
 

Deferred tax assets and liabilities result primarily from temporary differences in book versus tax basis accounting as well as 
net operating loss carryforwards.  Deferred tax assets and liabilities consist of the following, in thousands:  
  

December 28, December 30,
2008 2007

Gross deferred tax assets:
Goodwill and other intangibles 21,856$             7,945$               
Accrued expenses and other reserves 1,257                 1,624                 
Bad debt allowances 1,035                 1,215                 
Accrued benefits 1,109                 1,326                 
Net operating loss carryforwards 40,267               45,005               
Other 1,143                 734                    
   Total gross deferred tax assets 66,667               57,849               
     Valuation allowance (63,349)              (53,785)              
   Total net deferred tax assets 3,318                 4,064                 
Deferred tax liabilities:
Depreciation expense and property basis differences (2,456)                (3,183)                
   Total deferred tax liabilities (2,456)                (3,183)                
Net deferred tax assets 862$                  881$                  

  
 
As of December 28, 2008, the Company had $66.7 million in total net deferred tax assets and had recorded a valuation 
allowance of $63.3 million against those assets as the Company has concluded that it is more likely than not that these 
deferred tax assets will not be realized based upon the Company’s assessments using the criteria required for accounting for 
income taxes.  The increase in the valuation allowance from December 30, 2007, resulted primarily from pre-tax book loss 
from operations in 2008 in the amount of $60.5 million and other adjustments made to state net operating loss carryovers and 
other deferred assets. Approximately $16.2 million of the valuation allowance is attributable to the deferred tax assets of the 
merger, for which any recognized tax benefits will be allocated to reduce goodwill or other noncurrent intangible assets.  The 
change in the tax valuation allowance for 2008, 2007 and 2006, is as follows, in thousands:  
 

 

December 28, December 30, December 31,
2008 2007 2006

Balance at beginning of period 53,785$             72,381$             84,383$              
Additions 11,682               -                     -                     
Deductions -                     (13,884)              (13,566)              
Adjustments (2,118)                (4,712)                1,564                  
Balance at end of period 63,349$             53,785$             72,381$              

 
 
At December 28, 2008, the Company had federal and state net operating loss carryforwards of approximately $100 million 
and $97 million, respectively.  The federal net operating losses begin to expire in 2023 and the state net operating losses 
began to expire in 2005.  On September 30, 2004, both Old COMSYS and Venturi experienced an ownership change as 
defined by the Internal Revenue Code.  This subjects the utilization of the Company’s net operating loss carryforwards to an 
annual limitation, which may cause the carryforwards to expire before they are used.  The Company’s ability to use its 
federal and state net operating loss carryforwards to reduce future taxable income are subject to restrictions attributable to 
equity transactions that have resulted in a change of ownership as defined by Internal Revenue Code Section 382.  Of the 
$100 million of federal net operating loss carryforwards, $72 million is subject to the limitations of Internal Revenue Code 
382.  The remaining $28 million of federal net operating loss carryforwards is not subject to this limitation. 
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The Company has not paid United States federal income tax on the undistributed foreign earnings of its foreign subsidiaries 
as it is the Company’s intent to reinvest such earnings in its foreign subsidiaries.  Pre-tax income attributable to the 
Company’s profitable foreign operations amounted to $0.1 million, $0.6 million and $0.4 million in 2008, 2007 and 2006, 
respectively.  

 
There was no amount recorded for uncertain income tax positions at December 28, 2008, and December 30, 2007.   
 
During 2006, the Internal Revenue Services (“IRS”) commenced a limited-scope examination of Venturi’s final tax return 
primarily reviewing items related to Venturi’s 2003 restructuring and the merger transaction with COMSYS Holding.  The 
IRS completed this examination in May 2007.  No audit adjustments were proposed.   
 
The Company adopted the provisions of FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes - an 
interpretation of FASB Statement No. 109 (“FIN 48”), on January 1, 2007.  FIN 48 seeks to reduce the diversity in practice 
associated with certain aspects of the recognition and measurement related to accounting for income taxes. The Company 
files U.S. federal and state tax returns and foreign tax returns.  As of December 28, 2008, open years for U.S. federal and 
state tax returns subject to examination by the IRS or state taxing authorities are 2004 through 2007.  The Company believes 
that its income tax filing positions and deductions would be sustained on audit and does not anticipate any adjustments that 
will result in a material adverse effect on the Company’s financial condition, results of operations or cash flow.  Therefore, 
no reserves for uncertain income tax positions have been recorded pursuant to FIN 48.   
 
The Company may, from time to time, be assessed interest or penalties by major tax jurisdictions, although any such 
assessments historically have been minimal and immaterial to its financial results.  In the event it has received an assessment 
for interest and/or penalties, it has been classified in the financial statements as selling, general and administrative expense.   
For 2008, 2007 and 2006, the Company has not recorded any interest or penalties. 
 
7. Commitments and Contingencies  

 
The Company leases various office space and equipment under noncancelable operating leases expiring through 2018. 
Certain leases include free rent periods, rent escalation clauses and renewal options.  Rent expense is recorded on a straight-
line basis over the term of the lease.  Rent expense was $8.2 million, $7.4 million and $6.8 million for 2008, 2007 and 2006, 
respectively.  Sublease income was $0.7 million, $0.6 million and $0.2 million for the years 2008, 2007 and 2006, 
respectively.  

 
Future minimum annual payments for noncancelable operating leases in effect at December 28, 2008, are shown in the table 
below, in thousands:  

 

 

2009 8,140$           
2010 6,517             
2011 5,451             
2012 4,563             
2013 3,906             
Thereafter 7,799             

36,376           
Sublease income (4,125)           

32,251$         

 
 

In connection with the merger and the sale of Venturi’s commercial staffing business, the Company placed $2.5 million of 
cash and 187,556 shares of its common stock in separate escrows pending the final determination of certain state tax and 
unclaimed property assessments.  The shares were released from escrow on September 30, 2006, in accordance with the 
merger agreement, while the cash remains in escrow.  The cash escrow account will terminate on December 31, 2009 (the 
“Termination Date”), unless certain events occur to accelerate the Termination Date.  On the Termination Date, the Company 
will receive the full amount remaining in the escrow account.  The Company has recorded liabilities for amounts 
management believes are adequate to resolve all of the matters these escrows were intended to cover; however, management 
cannot ascertain at this time what the final outcome of these assessments will be in the aggregate and it is possible that 
management’s estimates could change.  The escrowed cash is included in restricted cash on the Consolidated Balance Sheets.  
A final determination of one of these liabilities was made in 2007 after the Company was able to accumulate the required 
data to finalize the assessment with one of the jurisdictions.  The final determination resulted in a $3.8 million reduction to 
goodwill and other current liabilities.  
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In connection with the purchase of Praeos in December 2007, $1.4 million was placed in an escrow account to indemnify the 
Company for the breach of any representation, covenant or obligation by the seller, as specified in the purchase agreement.  
This amount will be paid out within 18 months of the closing date of the acquisition to the former owners of Praeos. 

 
The Company has agreed to indemnify members of its board of directors and its corporate officers against any threatened, 
pending or completed action or proceeding, whether civil, criminal, administrative or investigative by reason of the fact that 
the individual is or was a director or officer of the Company.  The individuals will be indemnified, to the fullest extent 
permitted by law, against related expenses, judgments, fines and any amounts paid in settlement.  The Company also 
maintains directors and officers insurance coverage in order to mitigate exposure to these indemnification obligations.  The 
maximum amount of future payments is generally unlimited.  There was no amount recorded for these indemnification 
obligations at December 28, 2008, and December 30, 2007.  Due to the nature of these obligations, it is not possible to make 
a reasonable estimate of the maximum potential loss or range of loss.  No assets are held as collateral and no specific recourse 
provisions exist related to these indemnifications. 

 
The Company has entered into employment agreements with certain of its executives covering, among other things, base 
compensation, incentive bonus determinations and payments in the event of termination or a change of control of the 
Company.  
 
The Company is a defendant in various lawsuits and claims arising in the normal course of business and is defending them 
vigorously.  While the results of litigation cannot be predicted with certainty, management believes the final outcome of such 
litigation will not have a material adverse effect on the consolidated financial position, results of operations or cash flows of 
the Company.  Any cost to settle litigation will be included in selling, general and administrative expense on the 
Consolidated Statements of Operations. 
 
8. Defined Contribution Plan  

 
The Company maintains a voluntary defined contribution 401(k) plan for certain qualifying employees, which provides for 
employee contributions.  Participating employees may elect to defer and contribute a percentage of their compensation to the 
plan, not to exceed the dollar limit set by the Internal Revenue Code.  For the years ended December 31, 2008, 2007 and 
2006, the maximum deferral amount was 50%, subject to limitations set by the Internal Revenue Code.  The Company 
matches 25% of each employee’s eligible contribution up to 6% of each employee’s gross compensation per paycheck.  The 
Company may, at its discretion, make an additional year-end profit-sharing contribution.  No discretionary contributions were 
made in 2008, 2007 or 2006.  Total net expense under the plan amounted to approximately $1.4 million, $1.5 million and 
$1.4 million in 2008, 2007 and 2006, respectively.  
 
The Company has announced a suspension of the matching contribution to its 401(k) plan effective April 1, 2009.  Future 
matching contributions will be made at the Company’s discretion. 
 
Additionally, Pure Solutions maintains a voluntary defined contribution 401(k) plan for certain qualifying employees, which 
provides for employee contributions.  Participating employees may elect to defer and contribute a percentage of their 
compensation to the plan, not to exceed the dollar limit set by the Internal Revenue Code.  Pure Solutions has the discretion 
under the plan to match participant deferrals.  For 2008, 2007 and 2006, Pure Solutions elected to forego a matching 
contribution.   

 
During 1999, Venturi established a Supplemental Employee Retirement Plan (the “SERP”) for its then Chief Executive 
Officer.  When this officer retired in February 2000, the annual benefit payable under the SERP was fixed at $150,000 
through March 2017.  As of December 28, 2008, approximately $0.9 million was accrued for the SERP.  
 
9. Stockholders’ Equity  
 
Common Stock  
 
In the merger, Old COMSYS shareholders exchanged their shares of common stock for shares of Venturi (now COMSYS) 
common stock.  Each share of Old COMSYS outstanding immediately prior to the effective time of the merger was canceled 
and converted into the right to receive 0.0001 of a share of COMSYS common stock.  
 
Additionally, in the merger each option to acquire shares of Old COMSYS common stock that was outstanding immediately 
prior to the effective time of the merger remained outstanding and became exercisable for shares of COMSYS common stock 
at the rate of 0.0001 of a share for each share of Old COMSYS common stock.  
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Warrants  
 
In the merger, the Company assumed outstanding warrants to purchase 768,997 shares of Venturi (now COMSYS) common 
stock.  The warrants were originally issued on April 14, 2003, in connection with the comprehensive financial restructuring 
with Venturi’s subordinated note holders.  The warrants are exercisable in whole or in part over a 10-year period, and the 
exercise price is $7.8025 per share.  The warrants may be exercised on a cashless basis at the option of the holder.  The 
holders of the warrants are also entitled to participate in dividends declared on common stock as if the warrants were 
exercised for common stock.  In connection with the purchase accounting for the merger, the warrants were recorded at fair 
value as a component of shareholders’ equity in accordance with Emerging Issues Task Force No. 00-19, Accounting for 
Derivative Financial Instruments Indexed to, and Potentially Settled in, a Company’s Own Stock.  At December 28, 2008, 
warrants to purchase 248,654 shares of the Company’s common stock were outstanding.  

 
10. Stock Compensation Plans  

 
The Company has four stock-based compensation plans with outstanding equity awards:  the 1995 Equity Participation Plan 
(“1995 Plan”), the 2003 Equity Incentive Plan (“2003 Equity Plan”), the Amended and Restated COMSYS IT Partners, Inc. 
2004 Stock Incentive Plan (“2004 Equity Plan”) and the 2004 Management Incentive Plan (“2004 Incentive Plan”). 
 
Plan Descriptions 
 
In 2003, Venturi terminated the 1995 Plan in connection with its financial restructuring.  As a result of the merger, all 
outstanding options under the 1995 Plan were vested and are exercisable.  Although the 1995 Plan has been terminated and 
no future option issuances will be made under it, the remaining outstanding stock options will continue to be exercisable in 
accordance with their terms.   
 
In 2003, Venturi adopted the 2003 Equity Plan under which the Company may grant non-qualified stock options, incentive 
stock options and other stock-based awards in the Company’s common stock to officers and other key employees.  On the 
date of the merger, all outstanding options under the 2003 Equity Plan at that time vested and became exercisable.  Options 
granted under the 2003 Equity Plan have a term of 10 years.    

 
In connection with the merger, the Company’s Board of Directors adopted and the stockholders approved the 2004 Equity 
Plan, which was subsequently amended and restated in 2007.  Under the 2004 Equity Plan, the Company may grant non-
qualified stock options, incentive stock options, restricted stock and other stock-based awards in its common stock to officers, 
employees, directors and consultants.  Options granted under this plan generally vest over a three-year period from the date of 
grant and have a term of 10 years.   
 
Effective January 1, 2004, Old COMSYS adopted the 2004 Incentive Plan.  The 2004 Incentive Plan was structured as a 
stock issuance program under which certain executive officers and key employees might receive shares of Old COMSYS 
nonvoting Class D Preferred Stock in exchange for payment at the then current fair market value of these shares.  Effective 
July 1, 2004, 1,000 shares of Class D Preferred Stock were issued by Old COMSYS under the 2004 Incentive Plan.  Effective 
with the merger, these shares were exchanged for a total of 1,405,844 shares of restricted common stock of COMSYS.  Of 
these shares, one-third vested on the date of the merger, one-third vested over a three-year period subsequent to merger, and 
one-third vested over a three-year period subject to specific performance criteria being met.  Effective September 30, 2006, 
the Compensation Committee of the Company’s Board of Directors (the “Committee”) made certain modifications to the 
2004 Incentive Plan after concluding that the performance vesting targets appeared to be unattainable, as noted below.  
Although there will be no future restricted stock issuances under the 2004 Incentive Plan, the remaining outstanding 
restricted stock awards will continue to vest in accordance with their terms.  In accordance with the terms of the 2004 
Incentive Plan, any shares forfeited by participants will be distributed to certain stockholders of Old COMSYS.   
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Stock Options 
 
A summary of the activity related to stock options granted under the 1995 Plan, the 2003 Equity Plan and the 2004 Equity 
Plan is as follows:  
 

 

Weighted-Average
1995 2003 2004 Exercise Price
Plan Equity Plan Equity Plan Total Per Share

Outstanding at January 1, 2006 2,873         643,400             334,507             980,780      9.40$                               
Granted -            -                     256,000             256,000      11.07$                             
Exercised -            (100,202)            (107,416)            (207,618)     8.33$                               
Forfeited (760)          (3,000)                (47,507)              (51,267)       10.95$                             
Outstanding at December 31, 2006 2,113         540,198             435,584             977,895      9.98$                               
Granted -            -                     -                     -              
Exercised -            (95,198)              (90,485)              (185,683)     9.46$                               
Forfeited (863)          -                     (14,833)              (15,696)       27.54$                             
Outstanding at December 30, 2007 1,250         445,000             330,266             776,516      9.75$                               
Granted -            -                     -                     -              
Exercised -            -                     (8,200)                (8,200)         8.55$                               
Forfeited (527)          (1,387)                (18,336)              (20,250)       17.94$                             
Outstanding at December 28, 2008 723            443,613             303,730             748,066      9.54$                               
Exercisable at December 28, 2008 723            411,656             235,064             647,443      9.43$                               
Available for issuance at December 28, 2008 -            54,422               524,733             579,155      

 
 The following table summarizes information related to stock options outstanding and exercisable at December 28, 2008: 
 

Options Outstanding Options Exercisable

Range of Exercise Prices
Options 

Outstanding

Weighted 
Average 

Contractual 
Years 

Remaining

Weighted 
Average 

Exercise Price 
per Share

Options 
Exercisable

Weighted 
Average 

Exercise Price 
per Share

$7.80 219,000              4.30                    $7.80 219,000         $7.80
$8.55 to $8.88 225,348              5.71                    $8.56 193,391         $8.57
$11.05 to $11.98 302,995              5.90                    $11.32 234,329         $11.39
$63.25 to $132.75 723                     1.11                    $100.64 723                $100.64
$7.80 to $132.75 748,066              5.37                    $9.54 647,443         $9.43

 
 
During 2007, the Company entered into a modification agreement with Mr. Michael H. Barker, its Chief Operating Officer, 
effective June 1, 2007, amending the vesting schedule for a portion of Mr. Barker’s 100,000 share stock option award dated 
October 1, 2004.  The Committee determined that the performance targets for the 49,990 shares that were originally 
scheduled to vest over three years would not be met.  Therefore, these shares were rescheduled to vest as follows:  two-thirds 
were rescheduled to vest in substantially equal annual installments over the three-year period ending January 1, 2010, and 
one-third were rescheduled to vest over the same three-year period based on the attainment of the Company’s annual 
EBITDA target under its management incentive plan.  The purpose of these modifications was to retain the services of the 
executive and provide an incentive for the executive to contribute to the Company’s long-term success after October 1, 2007, 
when the initial three-year vesting schedule for these options was originally scheduled to expire.  All other terms of the 
original award remained unchanged.  On October 1, 2008, the Committee concluded that the annual EBITDA bonus target 
for its 2008 management incentive plan (the “Original EBITDA Target”) was unattainable, and replaced the annual target 
with a new EBITDA bonus target for the final six months of 2008 (the “New EBITDA Target”) that was lower on an 
annualized basis than the Original EBITDA Target by approximately 22%, therefore, the awards issued to Mr. Barker subject 
to 2008 performance vesting criteria were reduced by approximately 25% at the date of the modification.  If the New 
EBITDA Target was met, 50% of the original awards would vest.  If the New EBITDA Target was exceeded, up to 75% of 
the original awards would vest.  On February 13, 2009, the Committee determined that the New EBITDA Target was met; 
therefore, 50% of the original awards vested and the remaining 25% were forfeited. 
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The fair value of options granted in 2006 was estimated on the date of grant using the Black-Scholes option pricing model 
based on the assumptions noted in the following table.  The fair value of options modified in 2008 and 2007 was estimated on 
the date of modification using the Black-Scholes option pricing model based on the assumptions noted in the following table.  
There were no new options granted in 2008 or 2007. 
 

2008 2007 2006
Expected life (in years) 6.0                      6.0                      6.0                      
Risk-free interest rate 3.000% 4.750% 4.375%
Expected volatility 55.6% 46.8% 45.0%
Dividend yield 0.0% 0.0% 0.0%
Weighted average fair value of options granted or modified 6.31$                  17.29$                5.47$                  

 
 
Option valuation models, including the Black-Scholes model used by the Company, require the input of assumptions, 
including expected life and expected stock price volatility.  Due to the limited trading history of the Company’s common 
stock following the merger, expected stock price volatility for stock option grants or modifications prior to 2007 was based 
on an analysis of the actual realized historical volatility of the Company’s common stock as well as that of its peers.  
Beginning in 2007, the expected volatility assumption for stock option grants or modifications was based on actual historical 
volatility of the Company’s common stock from the period after its December 2005 common stock offering through the 
quarter ended prior to the grant or modification date.  The Company uses historical data to estimate option exercises and 
employee forfeitures within the valuation model.  The expected life is derived from an analysis of historical exercises and 
remaining contractual life of stock options and represents the period of time that options granted are expected to be 
outstanding.  The risk-free interest rate is based on the U.S. Treasury yield curve in effect at the time of grant.  The Company 
has never paid cash dividends, and does not currently intend to pay cash dividends, and thus has assumed a 0% dividend 
yield.   
 
Cash received from option exercises was $0.1 million, $1.8 million and $1.7 million in 2008, 2007 and 2006, respectively, 
and was included in financing activities in the accompanying Consolidated Statements of Cash Flows.  The total intrinsic 
value of options exercised during 2008, 2007 and 2006 was $24,300, $2.3 million and $2.1 million, respectively.  The 
Company has historically used newly issued shares to satisfy option exercises and restricted stock grants and expects to 
continue to do so in future periods. 
 
Restricted Stock Awards 
 
Restricted stock awards are grants that entitle the holder to shares of common stock as the awards vest.  The Company 
measures the fair value of restricted shares based upon the closing market price of the Company’s common stock on the date 
of grant.  Restricted stock awards that vest in accordance with service conditions are amortized over their applicable vesting 
period using the straight-line method.  For nonvested share awards subject partially or wholly to performance conditions, the 
Company is required to assess the probability that such performance conditions will be met.  If the likelihood of the 
performance condition being met is deemed probable, the Company will recognize the expense using the straight-line 
attribution method.   
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A summary of the activity related to restricted stock granted under the 2004 Equity Plan and the 2004 Incentive Plan is as 
follows: 

 
  Weighted
  Average
  Grant Date
 Shares Fair Value 
Nonvested balance at January 1, 2006 312,410        11.20$           
Granted 578,659        10.44$           
Vested (279,468)       4.13$             
Forfeited (258,051)       4.64$             
Nonvested balance at December 31, 2006 353,550        15.56$           
Granted 244,000        21.70$           
Vested (87,748)         16.63$           
Forfeited (19,167)         13.09$           
Nonvested balance at December 30, 2007 490,635        18.34$           
Granted 342,878        11.09$           
Vested (147,227)       17.35$           
Forfeited (79,443)         17.30$           
Nonvested balance at December 28, 2008 606,843        14.62$           

 
 
The shares issued to employees under the 2004 Equity Plan and 2004 Incentive Plan are subject to a three-year time-based vesting 
requirement, except as noted below, and the compensation expense associated with these shares is amortized using the straight-line 
method.  Forfeitures and grants in the 2006 information above include shares held by the Company’s former Chief Executive 
Officer, the vesting terms of which were modified in connection with his resignation from the Company (Note 13). 

 
Effective September 30, 2006, the Committee made certain modifications to the 2004 Incentive Plan after concluding that the 
performance vesting targets appeared to be unattainable.  The Committee approved modifications to the vesting targets for 
the performance vesting shares under which two-thirds of the performance vesting shares held by the remaining participants 
at the time were rescheduled to vest annually with the passage of time over the three-year period ending January 1, 2010, and 
one-third of the performance vesting shares held by the remaining participants were rescheduled to vest over the same three-
year period based on the attainment of the Company’s annual EBITDA target under its management incentive plan.  The 
purpose of these modifications was to retain the services of the remaining participants in this plan and provide an incentive 
for the participants to contribute to the Company’s long-term success after January 1, 2007, when all of the original unvested 
restricted shares would have expired.  In addition, under the modification agreements, the participants forfeited a portion of 
their remaining performance vesting shares and waived their reallocation rights with respect to restricted shares that had been 
or may in the future be forfeited by other participants in the 2004 Incentive Plan who no longer remain in service with the 
Company.  The Company reversed $0.5 million of stock-based compensation expense in the third quarter of 2006 of the $1.1 
million that was recorded in the first six months of 2006 related to those participants who were no longer with the Company, 
due to the waiver by the remaining participants of the reallocation provision.  In accordance with the terms of the 2004 
Incentive Plan, these shares will be distributed to certain stockholders of Old COMSYS.  On October 1, 2008, the Committee 
concluded that the annual EBITDA bonus target for its 2008 management incentive plan (the “Original EBITDA Target”) 
was unattainable, and replaced the annual target with a new EBITDA bonus target for the final six months of 2008 (the “New 
EBITDA Target”) that was lower on an annualized basis than the Original EBITDA Target by approximately 22%, therefore, 
the awards issued to Mr. Kerr subject to 2008 performance vesting criteria were reduced by approximately 25% at the date of 
the modification.  If the New EBITDA Target was met, 50% of the original awards would vest.  If the New EBITDA Target 
was exceeded, up to 75% of the original awards would vest.  On February 13, 2009, the Committee determined that the New 
EBITDA Target was met; therefore, 50% of the original awards vested and the remaining 25% were forfeited. 
 
Effective July 27, 2006, the Company entered into an employment agreement with its Chief Executive Officer, Larry L. 
Enterline.  Mr. Enterline received a restricted stock award of 150,000 restricted shares of common stock under the 2004 
Equity Plan in connection with the execution of his employment agreement.  One-third (50,000 shares) was scheduled to vest 
on the grant date and two-thirds (100,000 shares) were scheduled to vest in substantially equal installments on each of 
January 1, 2007, January 1, 2008, and January 1, 2009.  In accordance with SFAS 123(R), in July 2006, the Company 
recorded stock-based compensation expense of $0.7 million related to the vested shares.  On September 29, 2006, the 
Company entered into a modification agreement with Mr. Enterline that amended the vesting schedule for Mr. Enterline’s 
restricted stock award.  As a result of this amendment, the 50,000 shares that were originally scheduled to vest on the grant 
date were rescheduled to vest on the earlier of (i) January 1, 2009, or (ii) the termination of Mr. Enterline’s employment for 
any reason that would entitle him to severance benefits under Section 6 of his employment agreement (as amended from time 
to time).  The Company recorded stock-based compensation expense of approximately $0.8 million in the third quarter of 
2006 related to Mr. Enterline’s restricted shares, which included the $0.7 million initially recorded at the grant date.  
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Effective June 1, 2007, the Committee approved restricted stock grants to five executive officers, including the Company’s 
Chief Executive Officer.  Half (50%) of these shares will vest in equal annual installments over three years.  The remaining 
shares will performance vest at the end of the three-year period based on the Company’s earnings per share (“EPS”) growth 
as against the BMO Staffing Stock Index during the three-year period.  The performance shares will fully vest if the 
Company’s EPS growth is in the top 25% of the index.  The performance shares will vest 50% or 25% if the Company’s EPS 
growth is in the second 25% or third 25% of the index, respectively.  No shares will vest if the Company’s EPS growth is in 
the bottom 25% of the index.  The vesting percentages will be prorated within individual tiers, except that no shares will vest 
for EPS growth in the bottom tier.  

 
Effective January 2, 2008, the Committee approved equity grants to five executive officers, including the Company’s Chief 
Executive Officer.  One-quarter (25%) of these shares will vest in equal annual installments over three years.  The remaining 
shares will performance-vest at the end of the three-year period based on the Company’s EPS growth as compared against the 
BMO staffing stock index during the three-year period.  The performance shares will fully vest if the Company’s EPS growth 
is in the top 25% of the index.  The performance shares will vest 50% or 25% if the Company’s EPS growth is in the second 
25% or third 25% of the index, respectively.  No shares will vest if the Company’s EPS growth is in the bottom 25% of the 
index.  The vesting percentages will be prorated within individual tiers, except that no shares will vest for EPS growth in the 
bottom tier.  
 
In November 2008, the Committee together with the Company’s Board of Directors determined that the remaining earnout 
payments under the Plum Rhino purchase agreement were unattainable (Note 3).  In order to retain the services of Plum 
Rhino’s former owners and to provide an incentive for their continued contribution to the Company’s long-term success, the 
Company’s Board of Directors granted 75,000 restricted shares to these former owners which will vest 15%, 30% and 55% 
based on Plum Rhino’s achievement of specified annual EBITDA targets in 2009, 2010 and 2011, respectively.  The former 
Plum Rhino owners relinquished their rights to the potential earnout payments in exchange for these shares of restricted 
stock.   
 
The expense related to the granted and modified performance options and shares described above were estimated assuming 
that the performance goals will be reached.  If such goals are not met, no compensation expense will be recognized and any 
previously recognized compensation expense will be reversed. 
 
As of December 28, 2008, there was $4.6 million of total unrecognized compensation costs related to nonvested option and 
restricted stock awards granted under the plans, which are expected to be recognized over a weighted-average period of 20 
months.  The total fair value of shares and options that vested during 2008 was $2.9 million. 
 
11. Related Party Transactions  
 
Elias J. Sabo, a member of the Company’s board of directors, also serves on the board of directors of The Compass Group, 
the parent company of Venturi Staffing Partners (“VSP”), a former Venturi subsidiary.  VSP provides commercial staffing 
services to the Company and its clients in the normal course of its business.  During 2008, the Company and its clients 
purchased approximately $12.9 million of staffing services from VSP for services provided to the Company’s vendor 
management clients.  At December 28, 2008, the Company had approximately $1.1 million in accounts payable to VSP. 

 
Frederick W. Eubank II and Courtney R. McCarthy, members of the Company’s board of directors, are employees of 
Wachovia Investors, Inc., the Company’s largest shareholder and a subsidiary of Wachovia Corporation (“Wachovia”).  Plum 
Rhino provides staffing services to Wachovia in the normal course of its business.  During the year ended December 28, 
2008, Plum Rhino recorded revenue of approximately $3.7 million related to Wachovia’s purchase of staffing services.  At 
December 28, 2008, Plum Rhino had approximately $0.2 million in accounts receivable from Wachovia. 
 
In January 2007, Inland Partners, L.P. and Links Partners, L.P. (“Inland/Links”) and Wachovia Investors, Inc. sold an 
aggregate of 2.5 million shares of the Company’s common stock in a secondary underwritten public offering for the benefit 
of such stockholders.  The shares were sold by the selling stockholders pursuant to an effective shelf registration statement 
that was previously filed with the Securities and Exchange Commission (“SEC”).  Both Wachovia Investors, Inc. and 
Inland/Links have representatives on the Company’s board of directors.  The Company did not receive any proceeds from the 
sale of shares in this offering.  The Company paid approximately $0.1 million of expenses in the first quarter of 2007 related 
to this offering. 
 
In June 2008, the Company received proceeds from a greater than 10% shareholder equal to the profits realized on sales of 
the Company’s stock that was purchased and sold within a six month or less time frame.  Under Section 16(b) of the 
Securities and Exchange Act, the profits realized from these transactions by the greater than 10% shareholder must be 
disgorged to the Company under certain circumstances.  The Company received proceeds of approximately $164,209 related 
to these transactions. 
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12. Staff Accounting Bulletin No. 108 
 

In September 2006, the SEC released Staff Accounting Bulletin No. 108, Topic 1N, Financial Statements, Considering the 
Effects of Prior Year Misstatements when Quantifying Misstatements in Current Year Financial Statements (“SAB 108”).  
The transition provisions of SAB 108 permit the Company to adjust for the cumulative effect on retained earnings of 
immaterial errors relating to prior years.  SAB 108 also requires the adjustment of any prior quarterly financial statements 
within the fiscal year of adoption for the effects of such errors on the quarters when the information is next presented.  Such 
adjustments do not require previously filed reports with the SEC to be amended.  Prior to 2006, the Company had used cash 
accounting to record certain commissions and payroll-related tax expenses.  In 2006, the Company evaluated the effect the 
date the expense was incurred would have had on these income statement expenses and related accruals using the rollover 
method to determine if the effect of the misstatement would be material in any specific period.  The Company determined the 
adjustment would not be material in any specific period and therefore did not restate historical financial statements.  The 
Company adopted this statement retroactively as of January 2, 2006, as permitted, recognizing an adjustment of $2.8 million 
to accumulated deficit and commission and certain payroll-related tax accruals in its Consolidated Balance Sheet as of 
January 2, 2006, and $0.3 million to its Consolidated Statement of Operations for the fiscal year ended December 31, 2006.  
There was no net tax impact related to these corrections due to the full tax valuation allowance on the Consolidated Balance 
Sheet at December 31, 2006. 

  
13. Executive Officer Resignations 
 
Margaret G. Reed, a former officer of the Company, resigned in January 2006.  Pursuant to a resignation agreement, Ms. 
Reed received severance payments totaling $0.3 million and certain other specified benefits.  Also, the Committee approved 
the payment of additional severance in the amount of $0.1 million to Ms. Reed.  Ms. Reed’s unvested restricted shares were 
repurchased by the Company at a price equal to the amount of Ms. Reed’s original investment and will be distributed to 
certain stockholders of COMSYS Holding as contemplated by the 2004 Incentive Plan and the modification agreements 
discussed in Note 10. 
 
Michael T. Willis resigned as the Company’s Chairman and Chief Executive Officer in February 2006.  The Company 
entered into a resignation agreement with Mr. Willis pursuant to which the Company agreed to pay Mr. Willis cash severance 
payments over a 24-month period in the aggregate amount of $1.2 million, consulting fees of $0.1 million, an expense 
allowance of $8,250 per month for 12 months and up to $1,000 per month to reimburse him for the cost of health benefits 
until he reaches the age of 65 or such time as another employer provides benefits.  Beginning in July 2007, Mr. Willis was no 
longer eligible for these health benefit payments.  The agreement also provided that in addition to the 282,703 vested shares 
of common stock that Mr. Willis held at the time under the 2004 Incentive Plan, 204,109 unvested shares of restricted 
common stock held by Mr. Willis would vest if the average closing price of the Company’s common stock over any 
consecutive 30-day period ending on or before December 31, 2006, equaled or exceeded $18.67 per share.  These shares 
vested in October 2006.   
 
The Company recorded a $1.9 million charge in its 2006 Consolidated Statement of Operations related to the severance 
benefits described above and a $0.2 million charge related to the modification of Mr. Willis’ stock awards, as described in 
Note 10. 
 
Joseph C. Tusa, Jr. resigned as the Company’s Senior Vice President, Chief Financial Officer and Assistant Secretary 
effective December 24, 2007.  The Company entered into a separation agreement with Mr. Tusa, whose employment with the 
Company terminated on January 2, 2008, pursuant to which Mr. Tusa received an advance payment against his 2007 bonus at 
target levels.  The balance was paid after the completion of the 2007 audit simultaneously with the payment of other bonuses 
to executive officers.  Additionally, 19,980 restricted shares scheduled to vest on January 1, 2008, which Mr. Tusa was 
entitled to under the terms of the 2004 Incentive Plan, vested (including 6,660 shares which were eligible to vest based on the 
Company’s achievement of the 2007 bonus target).  All remaining, unvested shares held by Mr. Tusa were forfeited.   
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14. Summary of Quarterly Financial Information (Unaudited)  
 

The Company’s fiscal year ends on the Sunday closest to December 31st and its first three fiscal quarters are 13 calendar 
weeks each (and each also ends on a Sunday).  The following table sets forth quarterly financial information for each quarter 
in 2008 and 2007, in thousands, except per share amounts:  
 

 

2008
First Second Third Fourth

Revenues from services 183,383$     184,064$     183,663$     175,998$      
Costs of services 138,727       139,232       138,483       133,747        
Gross profit 44,656         44,832         45,180         42,251          
Operating costs and expenses
Selling, general and administrative expenses 34,764         34,291         34,579         33,014          
Restructuring costs -               -               -               637               
Depreciation and amortization 1,820           1,898           2,185           2,212            
Goodwill impairment -               -               -               86,800          

36,584         36,189         36,764         122,663        
Income (loss) from operations 8,072           8,643           8,416           (80,412)         
Interest expense, net 1,603           1,279           1,224           1,351            
Other expense (income), net (53)               (172)             40                (19)                
Income (loss) before income taxes 6,522           7,536           7,152           (81,744)         
Income tax expense 1,418           1,324           1,105           807               
Net income (loss) 5,104$         6,212$         6,047$         (82,551)$       
Basic net income (loss) per share 0.25$           0.31$           0.30$           (4.03)$           
Diluted net income (loss) per share 0.25$           0.30$           0.30$           (4.03)$           
Basic weighted average shares outstanding 19,579         19,592         19,612         19,614          
Diluted weighted average shares outstanding 20,617         20,636         20,455         19,614          

2007
First Second Third Fourth

Revenues from services 186,208$     186,602$     187,195$     183,260$      
Costs of services 141,207       139,768       139,945       137,154        
Gross profit 45,001         46,834         47,250         46,106          
Operating costs and expenses
Selling, general and administrative expenses 35,421         33,140         33,064         33,798          
Depreciation and amortization 1,458           1,589           1,653           1,726            

36,879         34,729         34,717         35,524          
Income from operations 8,122           12,105         12,533         10,582          
Interest expense, net 2,420           2,296           1,993           1,541            
Other income, net (228)             (223)             (18)               (67)                
Income before income taxes 5,930           10,032         10,558         9,108            
Income tax expense 448              460              941              430               
Net income 5,482$         9,572$         9,617$         8,678$          
Basic net income per share 0.28$           0.48$           0.48$           0.43$            
Diluted net income per share 0.28$           0.47$           0.48$           0.43$            
Basic weighted average shares outstanding 18,845         19,243         19,459         19,474          
Diluted weighted average shares outstanding 19,754         20,195         20,118         20,392           

 
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL 
DISCLOSURE  

 
None  
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ITEM 9A. CONTROLS AND PROCEDURES  
 

Evaluation of Disclosure Controls and Procedures 
 

Our management has established and maintains a system of disclosure controls and procedures designed to provide 
reasonable assurance that information required to be disclosed by us in the reports filed or submitted by us under the 
Securities Exchange Act of 1934, as amended (the “Exchange Act”), is recorded, processed, summarized and reported within 
the time periods specified in the SEC’s rules and forms, and include controls and procedures designed to provide reasonable 
assurance that information required to be disclosed by us in those reports is accumulated and communicated to our 
management, including our Chief Executive Officer and our Chief Accounting Officer (our principal executive officer and 
principal financial officer, respectively), as appropriate to allow timely decisions regarding required disclosure.  As of 
December 28, 2008, our management, including our Chief Executive Officer and our Chief Accounting Officer, conducted an 
evaluation of our disclosure controls and procedures.  Based on this evaluation, our Chief Executive Officer and Chief 
Accounting Officer concluded that our disclosure controls and procedures are effective to provide reasonable assurance that 
the information required to be disclosed by us in the reports we file or submit under the Exchange Act is recorded, processed, 
summarized and reported within the time periods specified in the SEC’s rules and forms.  

 
All internal control systems, no matter how well designed, have inherent limitations.  Therefore, even those systems 
determined to be effective can provide only reasonable assurance with respect to financial statement preparation and 
presentation. 

 
Changes in Internal Controls over Financial Reporting 

 
There has been no change in our internal control over financial reporting during the year ended December 28, 2008, that has 
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.  

 
Management’s Report on Internal Control Over Financial Reporting  

 
Management is responsible for the fair presentation of the consolidated financial statements of COMSYS IT Partners, Inc.  
Management is also responsible for establishing and maintaining a system of internal controls over financial reporting as 
defined in Rule 13a-15(f) and 15d-15(f) under the Securities Exchange Act of 1934, as amended.  These internal controls are 
designed to provide reasonable assurance that the reported financial information is presented fairly, that disclosures are 
adequate and that the judgments inherent in the preparation of financial statements are reasonable.   

 
A control system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the 
objectives of the control system are met. Further, the benefits of controls must be considered relative to their costs. Because 
of the inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control 
issues and instances of management override or improper acts, if any, have been detected. These inherent limitations include 
the realities that judgments in decision making can be faulty, and that breakdowns can occur because of simple errors or 
mistakes. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more 
people or by management override of the control. The design of any system of controls is also based in part upon certain 
assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in achieving its 
stated goals under all potential future conditions. Because of the inherent limitations in a cost-effective control system, 
misstatements due to management override, error or improper acts may occur and not be detected. Any resulting 
misstatement or loss may have an adverse and material effect on our business, financial condition and results of operations. 

 
Management conducted an evaluation of the effectiveness of our internal control over financial reporting based on the 
framework in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission.  Based on our evaluation under the framework in Internal Control—Integrated Framework, 
management concluded that our internal control over financial reporting was effective as of December 28, 2008.  
Management has engaged Ernst & Young LLP, the independent registered public accounting firm that audited the financial 
statements included in this Annual Report on Form 10-K, to attest to the Company’s internal control over financial reporting. 
Its report is included herein..  

 
 /s/ Larry L. Enterline     /s/ Amy Bobbitt   
Larry L. Enterline     Amy Bobbitt 
Chief Executive Officer     Senior Vice President and Chief Accounting Officer 
March 11, 2009      March 11, 2009 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
 
 

  

Board of Directors and Stockholders  
COMSYS IT Partners, Inc. and Subsidiaries 
 
  

We have audited COMSYS IT Partners, Inc. and Subsidiaries ’s internal control over financial reporting as of December 28, 
2008, based on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (the COSO criteria). COMSYS IT Partners, Inc.’s management is responsible 
for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of internal 
control over financial reporting included in the accompanying Management’s Report on Internal Control Over Financial 
Reporting. Our responsibility is to express an opinion on the company’s internal control over financial reporting based on our 
audit.  
 
We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United 
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective 
internal control over financial reporting was maintained in all material respects. Our audit included obtaining an 
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and 
evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such other 
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our 
opinion. 
 
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures 
that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to 
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and 
expenditures of the company are being made only in accordance with authorizations of management and directors of the 
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or 
disposition of the company’s assets that could have a material effect on the financial statements. 
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, 
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate 
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. 
 
In our opinion, COMSYS IT Partners, Inc. and Subsidiaries maintained, in all material respects, effective internal control 
over financial reporting as of December 28, 2008, based on the COSO criteria. 
 
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), 
the consolidated balance sheets of COMSYS IT Partners, Inc. and Subsidiaries as of December 28, 2008, and December 30, 
2007, and the related consolidated statements of operations, comprehensive income, stockholders’ equity and cash flows for 
each of the three years in the period ended December 28, 2008 of COMSYS IT Partners, Inc. and our report dated March 10, 
2009, expressed an unqualified opinion thereon.  

 
  

/s/ ERNST & YOUNG LLP 
  

Phoenix, Arizona 
March 10, 2009  

ITEM 9B. OTHER INFORMATION  
 

None 
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PART III 
 
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE  
 
Information required by this Item 10 with respect to our code of ethics, compliance with Section 16(a) of the Exchange Act 
and the directors and nominees for election to our board is incorporated herein by reference to our Proxy Statement for our 
2009 Annual Stockholders’ Meeting, which will be filed with the SEC pursuant to Regulation 14A under the Exchange Act.  
Information regarding our executive officers is contained in this report in Part I, Item 1 “Business—Executive Officers.”  
 
ITEM 11. EXECUTIVE COMPENSATION  
 
Information required by this Item 11 is incorporated herein by reference to our Proxy Statement for our 2009 Annual 
Stockholders’ Meeting, which will be filed with the SEC pursuant to Regulation 14A under the Exchange Act.  
 
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND 
RELATED STOCKHOLDER MATTERS  
 
Information required by this Item 12 is incorporated herein by reference to our Proxy Statement for our 2009 Annual 
Stockholders’ Meeting, which will be filed with the SEC pursuant to Regulation 14A under the Exchange Act.  
 
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE 
 
Information required by this Item 13 is incorporated herein by reference to our Proxy Statement for our 2009 Annual 
Stockholders’ Meeting, which will be filed with the SEC pursuant to Regulation 14A under the Exchange Act.  
 
ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES  
 
Information required by this Item 14 is incorporated herein by reference to our Proxy Statement for our 2009 Annual 
Stockholders’ Meeting, which will be filed with the SEC pursuant to Regulation 14A under the Exchange Act.  
 

PART IV 
 
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES  
 
 (a) The following documents are filed as part of this Annual Report on Form 10-K:  
 

1. Financial Statements: 
 

Report of Independent Registered Public Accounting Firm 
Consolidated Balance Sheets—Years ended December 28, 2008 and December 30, 2007  
Consolidated Statements of Operations—Years ended December 28, 2008, December 30, 2007 and  
 December 31, 2006 
Consolidated Statements of Comprehensive Income (Loss)—Years ended December 28, 2008, December 30, 2007  
 and December 31, 2006 
Consolidated Statements of Stockholders’ Equity—Years ended December 28, 2008, December 30, 2007 and  
 December 31, 2006 
Consolidated Statements of Cash Flows—Years ended December 28, 2008, December 30, 2007 and  
 December 31, 2006 
Notes to Consolidated Financial Statements 
Report of Independent Registered Public Accounting Firm 

 
2. Financial Statement Schedules:  Schedules not filed herewith are either not applicable, the information is not 

material or the information is set forth in the Consolidated Financial Statements or notes thereto. 
 

3. Exhibits:  The exhibits identified in the accompanying Exhibit Index are filed with this report or incorporated herein 
by reference.  Exhibits designated with an “*” are attached.  Exhibits designated with a “+” are identified as 
management contracts or compensatory plans or arrangements.  Exhibits previously filed as indicated below are 
incorporated by reference.  
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SIGNATURES 

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

Date:  March 11, 2009    COMSYS IT PARTNERS, INC. 
By:     /s/ Amy Bobbitt    

      Name:   Amy Bobbitt  
      Title: Senior Vice President and Chief Accounting Officer 

 
 

POWER OF ATTORNEY  

The undersigned directors and officers of COMSYS IT Partners, Inc. hereby constitute and appoint Ken R. Bramlett, Jr. and 
Amy Bobbitt, and each of them, with the power to act without the other and with full power of substitution and resubstitution, 
our true and lawful attorneys-in-fact and agents with full power to execute in our name and behalf in the capacities indicated 
below any and all amendments to this report and to file the same, with all exhibits and other documents relating thereto and 
hereby ratify and confirm all that such attorneys-in-fact, or either of them, or their substitutes, may lawfully do or cause to be 
done by virtue hereof.  

Pursuant to the requirements of the Exchange Act, this report has been signed by the following persons in the capacities 
indicated on March 11, 2009:  
 
 
 /s/ Larry L. Enterline  Chief Executive Officer and Director 
 Larry L. Enterline  (principal executive officer) 
  
 /s/ Amy Bobbitt   Senior Vice President and Chief Accounting Officer 
 Amy Bobbitt   (principal financial and accounting officer) 
 
 /s/ Frederick W. Eubank II  Director 
 Frederick W. Eubank II   
 
  
 /s/ Courtney R. McCarthy  Director 
 Courtney R. McCarthy   
 
      Director 
  Victor E. Mandel   
 
 /s/ Robert Z. Hensley   Director 
 Robert Z. Hensley   
 
  /s/ Robert Fotsch   Director 
  Robert Fotsch   
 
      Director 
  Elias J. Sabo   
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INDEX TO EXHIBITS 
 

Incorporated by Reference
Exhibit Exhibit
Number Exhibit Description Form Number Filing Date

3.1 Amended and Restated Certificate of Incorporation of COMSYS IT Partners, Inc. 8-K 3.1 October 4, 2004
3.2 Amended and Restated Bylaws of COMSYS IT Partners, Inc. 8-K 3.2 October 4, 2004
3.3 First Amendment to the Amended and Restated Bylaws of COMSYS IT Partners, Inc. 8-K 3.1 May 4, 2005
4.1 Registration Rights Agreement, dated as of September 30, 2004, between COMSYS IT Partners, Inc. and certain 

of the old COMSYS Holdings stockholders party thereto
8-A/A 4.2 November 2, 2004

4.2 Amendment No. 1 to Registration Rights Agreement dated April 1, 2005 between COMSYS IT Partners, Inc., 
and certain of the old COMSYS Holdings stockholders party thereto 

10-Q 4.2 May 6, 2005

4.3 Amended and Restated Registration Rights Agreement, dated as of September 30, 2004, between COMSYS IT 
Partners, Inc. and certain of the old Venturi stockholders party thereto 

8-A/A 4.3 November 2, 2004

4.4 Amendment No. 1 to Amended and Restated Registration Rights Agreement dated April 1, 2005 between 
COMSYS IT Partners, Inc., and certain of the old Venturi stockholders party thereto 

10-Q 4.4 May 6, 2005

4.7# Common Stock Purchase Warrant dated as of April 14, 2003, issued by the Company in favor of BNP Paribas 8-K 99.16 April 25, 2003

4.8 Specimen Certificate for Shares of Common Stock 10-K 4.6 April 1, 2005
10.1 Credit Agreement dated as of December 14, 2005, among COMSYS Services LLC, COMSYS Information 

Technology Services, Inc. and Pure Solutions, Inc., as borrowers, COMSYS IT Partners, Inc. and PFI LLC, as 
guarantors, COMSYS Services LLC acting in its capacity as borrowing agent and funds administrator for the 
borrowers, Merrill Lynch Capital, as administrative agent, a lender, sole bookrunner and sole lead arranger, ING 
Capital LLC, as co-documentation agent and as a lender, Allied Irish Banks PLC, as co-documentation agent and 
as a lender, GMAC Commercial Finance LLC, as syndication agent and as a lender, and the lenders from time to 
time party thereto

8-K 10.1 December 15, 2005

10.1a Consent and First Amendment to Credit Agreement, dated as of March 31, 2006, among COMSYS Services 
LLC, COMSYS Information Technology Services, Inc. and Pure Solutions, Inc., as borrowers, COMSYS IT 
Partners, Inc. and PFI LLC, as guarantors, COMSYS Services LLC, acting in its capacity as borrowing agent and 
funds administrator for the borrowers, Merrill Lynch Capital, as administrative agent, a lender, sole bookrunner 
and sole lead arranger, ING Capital LLC, as co-documentation agent and as a lender, Allied Irish Banks PLC, as 
co-documentation agent and as a lender, GMAC Commercial Finance LLC, as syndication agent and as a lender, 
and the lenders from time to time party thereto 

8-K 10.1 September 15, 2006

10.1b Consent, Waiver and Second Amendment to Credit Agreement, dated as of September 15, 2006, among 
COMSYS Services LLC, COMSYS Information Technology Services, Inc. and Pure Solutions, Inc., as borrowers, 
COMSYS IT Partners, Inc., PFI LLC and COMSYS IT Canada, Inc. as guarantors, COMSYS Services LLC, 
acting in its capacity as borrowing agent and funds administrator for the borrowers, Merrill Lynch Capital, as 
administrative agent, a lender, sole bookrunner and sole lead arranger, ING Capital LLC, Allied Irish Banks PLC, 
and BMO Capital Markets Financing, Inc., as co-documentation agents and as lenders, GMAC Commercial 
Finance LLC, as syndication agent and as a lender, and the lenders from time to time party thereto 

8-K 10.2 September 15, 2006

10.1c Consent and Third Amendment to Credit Agreement, dated as of December 15, 2006, among COMSYS Services 
LLC, COMSYS Information Technology Services, Inc. and Pure Solutions, Inc., as borrowers, COMSYS IT 
Partners, Inc., PFI LLC and COMSYS IT Canada, Inc., as guarantors, COMSYS Services LLC, acting in its 
capacity as borrowing agent and funds administrator for the borrowers, Merrill Lynch Capital, as administrative 
agent, a lender, sole bookrunner and sole lead arranger, ING Capital LLC, Allied Irish Banks PLC and BMO 
Capital Markets Financing, Inc., as co-documentation agents and as lenders, GMAC Commercial Finance LLC, 
as syndication agent and as a lender, and the lenders from time to time party thereto 

8-K 10.1 December 18, 2006

10.1d Consent and Fourth Amendment to Credit Agreement, dated as of March 15, 2007, among COMSYS Services 
LLC, COMSYS Information Technology Services, Inc. and Pure Solutions, Inc., as borrowers, COMSYS IT 
Partners, Inc., PFI LLC and COMSYS IT Canada, Inc., as guarantors, COMSYS Services LLC, acting in its 
capacity as borrowing agent and funds administrator for the borrowers, Merrill Lynch Capital, as administrative 
agent, a lender, sole bookrunner and sole lead arranger, ING Capital LLC, Allied Irish Banks PLC and BMO 
Capital Markets Financing, Inc., as co-documentation agents and as lenders, GMAC Commercial Finance LLC, 
as syndication agent and as a lender, and the lenders from time to time party thereto 

10-Q 10.1 May 9, 2007

  



72 

 

Incorporated by Reference
Exhibit Exhibit
Number Exhibit Description Form Number Filing Date

10.1e Consent and Fifth Amendment to Credit Agreement, dated as of May 31, 2007, among COMSYS Services 
LLC, COMSYS Information Technology Services, Inc. and Pure Solutions, Inc., as borrowers, COMSYS IT 
Partners, Inc., PFI LLC, COMSYS IT Canada, Inc. and Econometrix, LLC, as guarantors, COMSYS Services 
LLC, acting in its capacity as borrowing agent and funds administrator for the borrowers, Merrill Lynch 
Capital, as administrative agent, a lender, sole bookrunner and sole lead arranger, ING Capital LLC, Allied 
Irish Banks PLC and BMO Capital Markets Financing, Inc., as co-documentation agents and as lenders, 
GMAC Commercial Finance LLC, as syndication agent and as a lender, and the lenders from time to time 
party thereto 

10-Q 10.1 August 10, 2007

10.1f Consent and Sixth Amendment to Credit Agreement, dated as of December 12, 2007, among COMSYS 
Services LLC, COMSYS Information Technology Services, Inc. and Pure Solutions, Inc., as borrowers, 
COMSYS IT Partners, Inc., PFI LLC, COMSYS IT Canada, Inc., Econometrix, LLC, and Plum Rhino 
Consulting, LLC, as guarantors, COMSYS Services LLC, acting in its capacity as borrowing agent and funds 
administrator for the borrowers, Merrill Lynch Capital, as administrative agent, a lender, sole bookrunner and 
sole lead arranger, ING Capital LLC, Allied Irish Banks PLC and BMO Capital Markets Financing, Inc., as 
co-documentation agents and as lenders, GMAC Commercial Finance LLC, as syndication agent and as a 
lender, and the lenders from time to time party thereto 

10-K 10.1f March 12, 2008

10.1g Consent and Seventh Amendment to Credit Agreement, dated as of December 19, 2007, among COMSYS 
Services LLC, COMSYS Information Technology Services, Inc. and Pure Solutions, Inc., as borrowers, 
COMSYS IT Partners, Inc., PFI LLC, COMSYS IT Canada, Inc., Econometrix, LLC, and Plum Rhino 
Consulting, LLC, as guarantors, COMSYS Services LLC, acting in its capacity as borrowing agent and funds 
administrator for the borrowers, Merrill Lynch Capital, as administrative agent, a lender, sole bookrunner and 
sole lead arranger, ING Capital LLC, Allied Irish Banks PLC and BMO Capital Markets Financing, Inc., as 
co-documentation agents and as lenders, GMAC Commercial Finance LLC, as syndication agent and as a 
lender, and the lenders from time to time party thereto 

10-K 10.1g March 12, 2008

10.1h Consent and Eighth Amendment to Credit Agreement, dated as of June 13, 2008, among COMSYS Services 
LLC, COMSYS Information Technology Services, Inc., Pure Solutions, Inc., Plum Rhino Consulting, LLC, 
Praeos Technologies, LLC, and TWC Group Consulting, LLC, as borrowers, COMSYS IT Partners, Inc., PFI 
LLC, COMSYS IT Canada, Inc., Econometrix, LLC, , as guarantors, COMSYS Services LLC, acting in its 
capacity as borrowing agent and funds administrator for the borrowers, GE Business Financial Services, Inc., 
as administrative agent, a lender, sole bookrunner and sole lead arranger, ING Capital LLC, Allied Irish 
Banks PLC and BMO Capital Markets Financing, Inc., as co-documentation agents and as lenders, GMAC 
Commercial Finance LLC, as syndication agent and as a lender, and the lenders from time to time party 
thereto

10-Q 10.1 August 6, 2008

10.5 Guaranty, dated as of December 14, 2005, among COMSYS IT Partners, Inc. and PFI LLC, as guarantors, in 
favor of Merrill Lynch Capital, in its capacity as administrative agent

8-K 10.2 December 15, 2005

10.6 Guaranty, dated as of June 15, 2006, by COMSYS IT Canada, Inc. in favor of Merrill Lynch Capital, in its 
capacity as administrative agent 

8-K 10.3 September 15, 2006

10.7+ 2004 Stock Incentive Plan, as Amended and Restated Effective April 13, 2007 Proxy 
Statement

Appendix 
A

April 17, 2007

10.8+ 2003 Equity Incentive Plan Proxy 
Statement

Annex C June 24, 2003

10.9+ Old COMSYS 2004 Management Incentive Plan 10-K 10.10 April 1, 2005
10.10+* Second Amended and Restated Employment Agreement dated January 1, 2009, between COMSYS IT 

Partners, Inc. and Michael H. Barker 
10.11+* First Amended and Restated Employment Agreement dated January 1, 2009, between COMSYS IT Partners, 

Inc. and Amy Bobbitt

 



73 

Incorporated by Reference
Exhibit Exhibit
Number Exhibit Description Form Number Filing Date
10.12+* First Amended and Restated Employment Agreement dated January 1, 2009, between COMSYS IT Partners, 

Inc. and Ken R. Bramlett, Jr.
10.13+* First Amended and Restated Employment Agreement dated January 1, 2009, between COMSYS IT Partners, 

Inc. and Larry L. Enterline
10.14+* Second Amended and Restated Employment Agreement dated January 1, 2009, between COMSYS IT 

Partners, Inc. and David L. Kerr
10.25+ Form of Indemnification Agreement between COMSYS IT Partners, Inc. and each of the Company’s directors 

and executive officers
8-K 10.1 May 4, 2005

14.1 Code of Business Conducts and Ethics for COMSYS IT Partners, Inc. 8-K 14.1 May 4, 2005
21.1* List of Subsidiaries of the Company
23.1* Consent of Independent Registered Public Accounting Firm
24.1* Power of Attorney (included on signature page)
31.1* Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2* Certification of Chief Accounting Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32* Certification of Chief Executive Officer and Chief Accounting Officer pursuant to 18 U.S.C. Section 1350, as 
adopted, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

# This exhibit is substantially identical to Common Stock Purchase Warrants issued by the Company on the same date to each 
of Bank of America, N.A. and Bank One, N.A., and to Common Stock Purchase Warrants, reflecting a transfer of a portion of 
such Common Stock Purchase Warrants, issued by the Company (i) as of the same date to each of Inland Partners, L.P., Links 
Partners L.P., MatlinPatterson Global Opportunities Partners L.P. and R2 Investments, LDC and (ii) on August 6, 2003 to 
Mellon HBV SPV LLC.  



 

EXHIBIT 31.1  

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002  
 
I, Larry L. Enterline, Chief Executive Officer of COMSYS IT Partners, Inc., certify that:  
 
1. I have reviewed this annual report on Form 10-K of COMSYS IT Partners, Inc.;  
 
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(s) 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 (or 
persons performing the equivalent functions):  
 
(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 over financial reporting.  
 

  
Date:  March 11, 2009    By:     /s/ Larry L. Enterline   
      Name:   Larry L. Enterline  
      Title:            Chief Executive Officer  



 

EXHIBIT 31.2  

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002  
 
I, Amy Bobbitt, Senior Vice President and Chief Accounting Officer of COMSYS IT Partners, Inc., certify that:  
 
1. I have reviewed this annual report on Form 10-K of COMSYS IT Partners, Inc.;  
 
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(s) 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 (or 
persons performing the equivalent functions):  
 
(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 over financial reporting.  
 
 

Date:  March 11, 2009    By:     /s/ Amy Bobbitt    
      Name:   Amy Bobbitt 
      Title: Senior Vice President and Chief Accounting Officer 

 



 

EXHIBIT 32  

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

 
This certification is furnished pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and accompanies this 

annual report on Form 10-K (the “Form 10-K”) for the year ended December 28, 2008, of COMSYS IT Partners, Inc. (the 
“Issuer”).  

 
In connection with the Form 10-K, each of the undersigned, Larry L. Enterline, Chief Executive Officer of the 

Issuer, and Amy Bobbitt, Senior Vice President and Chief Accounting Officer, certify, pursuant to 18 U.S.C. Section 1350, 
that to the best of their knowledge:  

 
(i) the Form 10-K fully complies with the requirements of section 13(a) or section 15(d) of the Securities 

Exchange Act of 1934 (15 U.S.C. 78m(a) or 78o(d)); and  
 
(ii) the information contained in the Form 10-K fairly presents, in all material respects, the financial condition 

and results of operations of the Issuer as of the dates and for the periods indicated in the Form 10-K.  
 
 

 
 /s/ Larry L. Enterline     /s/ Amy Bobbitt    
Larry L. Enterline    Amy Bobbitt 
Chief Executive Officer    Senior Vice President and Chief Accounting Officer 
March 11, 2009     March 11, 2009 
 



  COMSYS IT PARTNERS, INC.   2008 ANNUAL REPORT 

 
 
 
BOARD OF DIRECTORS 
 
Larry L. Enterline 
Chief Executive Officer 
COMSYS IT Partners, Inc. 
 
Frederick W. Eubank II (1) (2) (3) 
Wachovia Capital Partners 
 
Robert M. Fotsch (4) 
Chief Executive Officer 
Wellman Plastics Recycling, LLC, and 
New Horizons Plastics Recycling, LLC  
 
Robert Z. Hensley (2) (4) 
Private Investor 
 
Victor E. Mandel (4) 
Criterion Advisors LLC 
 
Courtney R. McCarthy (2) (3) 
Wachovia Capital Partners 
 
Elias J. Sabo (3) 
The Compass Group International LLC 
 
(1) Chairman of the Board 
(2) Member of Compensation Committee 
(3) Member of Governance and Nominating Committee 
(4) Member of Audit Committee 
 
 

 
 
 
 
EXECUTIVE OFFICERS 
 
Larry L. Enterline 
Chief Executive Officer 
 
Michael H. Barker 
Executive Vice President and  
Chief Operating Officer 
 
Amy Bobbitt 
Senior Vice President and  
Chief Accounting Officer  
 
Ken R. Bramlett, Jr. 
Senior Vice President, General Counsel  
and Corporate Secretary 
 
David L. Kerr 
Senior Vice President – Corporate Development 
 
OTHER CORPORATE OFFICERS 
 
Albert S. Wright IV 
Senior Vice President – Solutions 
 
Brian M. Westphal 
Senior Vice President – Customer Service 
 
Jerry Jewell 
Senior Vice President – Strategic Accounts 
 
Thomas Becker 
Senior Vice President – Recruiting 
 
Vince Verna 
Vice President – Managed Solutions 
 
Terry V. Bell 
Vice President – Human Resources 
 
 
 
 

DIRECTORS AND OFFICERS



4400 Post Oak Parkway
Houston, Texas 77027
(713) 386-1400
www.comsys.com




