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Item 1.01 ENTRY INTO A MATERJAL DEFINITIVE AGREEMENT

On July 25, 2006, the Board of Directors of Southern Graphic Systems, Inc. ("Southern") adopted the
Southern Graphic Systems, Inc. Deferred Compensatien Plan (the "Plan"), effective as of April 1, 2006.
Southern is a wholly-owned subsidiary of SGS International, Inc. (the "Company").

Certain employees of Southern and its affiliates that participate in Southern's 401(k) Savings Plan (the
"Savings Plan™) who receive annual base salary of $125,000 or more are eligible to participate in the Plan. Any
employee whose salary deferrals to the Savings Plan are limited by Internal Revenue Code limitations may elect
to reduce his or her salary and have an equal amount credited to the Plan of the excess, if any, of (i) the amount
of salary deferrals that would have been credited pursuant to the Savings Plan on his behalf for the plan year
had the statutory limitations not been applicable over (ii) the amount of salary deferrals actually credited for the
year by the participant to the Savings Plan. Salary reduction credits under the Plan shall be in the same
percentage as most recently elected under the Savings Plan, For each payroll period for which the Company
credits salary to the Plan on behalf of the participant, matching credits will also be credited to the Plan on behalf
of the participant. The matching credits for each payroll period will be equal to an amount not greater than 100
percent of that portion of the salary reduction credits that do not exceed 6% of the participant's salary for the
payroll period. The balance of a participant's benefit under the Plan will be distributed upon the participant's
termination of employment or death (to the participant's beneficiary) in a lump sum, unless the participant elects
to have the benefit paid in annual installments over a period of not more than ten years. The current Internal
Revenue Code cap for 2006 401(k) plans is $15,000, plus an additional $5,000 for participants over 50.
Amounts credited to the Plan will be invested in phantom investment vehicles equivalent to investment funds
under the Savings Plan. The Plan is unfunded and benefits under the Plan are paid from the general assets of the
Company.

Item 8.01 OTHER EVENTS

On July 31, 2006, the Company announced the expiration of the exchange offer relating to its
outstanding 12% Senior Subordinated Notes Due 2013. A copy of the Press Release issued in connection with
the expiration of such offer has been filed as Exhibit 99.1 to this report and is incorporated by reference herein.

On July 25, 2006, the Board of Directors of Southern Graphics Inc., the Company's parent, adopted the
Southern Graphics Inc. Stock Incentive Plan (the "Option Plan"). Also on July 25, 2006, the Southern Graphics
Inc. ("SGI") Board of Directors approved the grant, as of that date, to James M. Dahmus (the Company's Chief
Financial Officer) and certain other members of management of options to acquire an aggregate of 7,300 shares
of SGT's Class A common stock, par value $.01 per share ("Common Stock").

The purpose of the Option Plan is to promote the long-term financial success of SGI and its subsidiaries
by attracting, retaining and rewarding eligible participants, SGI has reserved 31,000 shares of its Common
Stock for issuance under the Option Plan, Officers and other key employees of the Company and its subsidiaries
are eligible to participate in the Option Plan. The Option Plan permits SGI to grant both incentive stock options
and non-qualified stock options. Options are non-transferable other than upon the participant's death. Following
a public offering, no more than 10,000 shares of Common Stock may be the subject of options granted to any
one individual in any one calendar year. Upon exercising any option(s), a participant will become a party to the
SGI Stockholders Agreement.
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The Option Plan is administered by the compensation committee of SGI's Board of Directors or, if, as is
currently the case, there is not a compensation committee, then by SGI's Board of Directors. The administrator
has discretionary authority to determine which employees will participate in the Option Plan and will consider
participants recommended by SGI's Chief Executive Officer. The administrator will determine the time(s) at
which options will be granted and establish the terms and conditions of options awarded under the Option Plan,
including the type of option and the number of shares covered by each option. The administrator will determine
the exercise price of the options (which may not be less than the fair market value of the underlying shares on
the grant date), vesting provisions, duration of the options (not to exceed ten years) and all other terms and
conditions of such options in individual option agreements. The administrator is not permitted to exercise its
discretion in any way that will disqualify the Option Plan under section 422 of the Internal Revenue Code.

Upon a participant's termination of employment with the Company or its subsidiaries, unless otherwise
determined by the administrator at the time options are granted, the exercise period for vested options will be
limited depending on the nature of the termination. Vested options will be canceled immediately upon a
termination for cause. The Option Plan provides for the cancellation of all unvested options upon the
termination of employment, unless the administrator determines otherwise at the grant date. Notwithstanding
these provisions, the administrator may permit all or any portion of any options to be exercised following a
termination of employment for a period not to exceed the options' original term.

In the event or in anticipation of a change in control, the administrator in its discretion may accelerate
the vesting of unvested options, cancel any exercisable option immediately before the date of such transaction
(after giving notice and an opportunity to exercise), cash out unexercised options in exchange for a cash
payment equal to the excess of the transaction price over the exercise price, require that the options be assumed
by the successor corporation or replaced with options of equivalent value, or take other action as the
administrator deems reasonable to permit participants to realize the value of the options.

The options granted on July 25, 2006 are non-qualified stock options that will terminate on July 25, 2016 and
have an exercise price that declines (but not below fair market value of the underlying shares on the grant date)
through the fifth anniversary of the grant date. The options will become exercisable at the rate of 20% per year,
beginning on December 31, 2006 and ending on December 31, 2010. All outstanding options will vest
immediately upon a change in control.

Item 9.01. FINANCIAL STATEMENTS AND EXHIBITS
(c)  Exhibits

Exhibit Number Description

99.1 Press Release issued by the Company dated July
31, 2006.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized.

SGS INTERNATIONAL, INC.

Dated: July 31, 2006 By: /s/ Benjamin F. Harmon, IV
Benjamin F. Harmon, IV
Vice President, General Counsel and
Secretary
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EXHIBIT INDEX

EXHIBIT NAME OF
NUMBER  EXHIBIT

99.1 Press Release dated July 31, 2006
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Exhibit 99.1

FOR IMMEDIATE RELEASE

Date: July 31, 2006

From: SGS International, Inc.
626 West Main Street, Suite 500
Louisville, KY 40202

Contact: Benjamin F. Harmon, IV

Vice President, Secretary, General Counsel
(804) 672-4750

SGS INTERNATIONAL ANNOUNCES EXPIRATION OF EXCHANGE OFFER FOR ITS 12%
SENIOR SUBORDINATED NOTES DUE 2013

LOUISVILLE, KY - July 31, 2006 - SGS International, Inc. ("SGS") announced today the expiration of its offer
to issue its new 12% Senior Subordinated Notes Due 2013 in exchange for a like principal amount of its
currently outstanding 12% Senior Subordinated Notes Due 2013. As of 5:00 p.m. EDT on July 28, 2006 all
third parties eligible to exchange their notes had tendered them for exchange. The ¢losing date for the exchange
has been set for August 4, 2006.

* ok

This press release contains forward-looking information. The statements reflect management's expectations,
estimates, and assumptions, based on information available at the time of the statement. F orward-looking
statements include, but are not limited to, statements regarding future events, plans, goals, objectives, and
expectations. The words, "anticipate,” "believe," "estimate," "expect,” "plan," " intent, " "likely, " "will,"
"should, " and similar expressions are intended to identify forward-looking statements. Forward-looking
statements are not guarantees of future performance and involve risks, unceriainties, and other factors, which
may cause our actual results, performance or achievements to be materially different from any future resulls,
performance, or achievements expressed or implied by those statements. We undertake no obligation to
publicly update or revise any forward-looking statements to reflect changed assumptions, the occurrence of
anticipated or unanticipated events, or changes to future results over time.
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