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PART I
ITEM 1. BUSINESS
Company overview

R.R. Donnelley & Sons Company (“RR Donnelley,” t@®mpany,” “we,” “us,” and “our”), a Delaware corgiion, is a global provider
of integrated communications. The Company work&bokatively with more than 60,000 customers woitlwmto develop custom
communications solutions that reduce costs, ddpdihe growth, enhance return on investment arstirencompliance. Drawing on a range of
proprietary and commercially available digital ammhventional technologies deployed across fouricents, the Company employs a suite of
leading Internet-based capabilities and other nessuto provide premedia, printing, logistics andibess process outsourcing services to
clients in virtually every private and public secto

Business acquisition
On December 28, 2012, the Company acquired Pr8stutions (“Presort”)a provider of mail presorting services to busingssesariou:
industries.

On December 17, 2012, the Company acquired Melsgidgraphic Corporation (“Meisel”), a provider afstom designed visual
graphics products to the retail market.

On September 6, 2012, the Company acquired Exprestsl Options International (“XPQO”), a providerinfernational outbound mailing
services to pharmaceutical, e-commerce, finaneiafises, information technology, catalog, direcilraad other businesses.

On August 14, 2012, the Company acquired EDGARm@nla leading provider of disclosure managemenices, financial data and
enterprise risk analytics software and solutions.

On November 21, 2011, the Company acquired Straitugs; Inc. (“Stratus”), a full service manufactuofrcustom pressure sensitive
label and paperboard packaging products for healthbeauty, food, beverage and other segments.

On September 6, 2011, the Company acquired GeRaslsaging & Design Inc. (“Genesis”), a full servim®vider of custom packaging,
including designing, printing, die cutting, finisly and assembling.

On August 16, 2011, the Company acquired LibreRlgihc. (“LibreDigital”), a leading provider of dital content distribution, eeading
software, content conversion, data analytics arsihless intelligence services.

On August 15, 2011, the Company acquired Sequesismial LLC (“Sequence”), a provider of proprietaoftware that enables readers
to select relevant content to be digitally produaedpecialized publications.

On June 21, 2011, the Company acquired Helium,(fhtelium”), an online community offering publishercatalogers and other
customers stock and custom content, as well asn@@hensive range of editorial solutions, in whith Company previously held an equity
investment.

On March 24, 2011, the Company acquired Journdsitime, LLC (“Journalism Online”), an online proedof tools that allow
consumers to purchase online subscriptions frontighdss.

On December 31, 2010, the Company acquired 8touahesnline provider of tools that allow real estassociates, brokers, Multiple
Listing Service (MLS) associations and other magteeto create customized communications materials.
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On December 14, 2010, the Company acquired Ninghiéfechnologies (“Nimblefish”), a provider of mutfhannel marketing services
leading retail, technology, telecommunications,pitadity and other customers.

On November 24, 2010, the Company acquired Bow@on& Inc. (“Bowne”), a provider of shareholder andrketing communication
services with operations in North America, Latin émca, Europe and Asia.

Operations of all of the acquisitions are includethe U.S. Print and Related Services segmentalbesf Bowne’s operations are also
included in the International segment.

Segment description

The Company operates primarily in the printing isimly, with product and related service offeringsigeed to offer customers complete
solutions for communicating their messages to taagdiences. The Company’s segments and their ptashal service offerings are
summarized below:

U.S. Print and Related Services

The U.S. Print and Related Services segment insltibeCompany’s U.S. printing operations, manageoha integrated platform, along
with logistics, premedia, print management and ot related services. This segment’s productratated service offerings include
magazines, catalogs, retail inserts, books, dirspofinancial printing and related services, dimail, forms, labels, office products,
packaging, statement printing, premedia and laggistervices.

The U.S. Print and Related Services segment acedtdiot approximately 73% of the Company’s consaédanet sales in 2012.

International

The International segment includes the Companyrs 5. printing operations in Asia, Europe, Latimérica and Canada. This
segment’s product and related service offeringkid@magazines, catalogs, retail inserts, booksgttiries, financial printing and related
services, direct mail, forms, labels, packagingnuads, statement printing, premedia and logisticsises. Additionally, this segment includes
the Companys business process outsourcing and Global Turnkiti®ns operations. Business process outsouraiogdes transactional pri
and outsourcing services, statement printing, tireail and print management services through ievaions in Europe, Asia and North
America. Global Turnkey Solutions provides outs@ugaapabilities, including product configuratiaustomized kitting and order fulfillment
for technology, medical device and other compaaresind the world through its operations in Eurdyperth America and Asia.

The International segment accounted for approxiln&#% of the Company’s consolidated net sale0ih?2

Corporate

Corporate consists of unallocated general and &diradtive activities and associated expenses iffydn part, executive, legal, finance,
information technology, human resources, certaiilifia costs and LIFO inventory provisions. In atigin, certain costs and earnings of
employee benefit plans are included in Corporateraot allocated to operating segments. Corporaterabnages the Company’s cash pooling
structure, which enables participating internatidoeations to draw on the Company’s overseas casburces to meet local liquidity needs.

Financial and other information related to theggrsents is included in Item Kjanagement's Discussion and Analysis of Financial
Condition and Results of Operatiomsd in Note 19Segment Informationio the
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Consolidated Financial Statements. Additional infation related to the Company’s International opi@na is included in Note 2@Geographit
Area and Products and Services Informatito the Consolidated Financial Statements.

Competition and strategy

The print and related services industry, in genexitinues to have excess capacity and remaityhsggmpetitive. Despite some
consolidation in recent years, the industry remhigkly fragmented. Across the Company’s rangerotipcts and services, competition is
based primarily on price in addition to quality ahe ability to service the special needs of cust@nManagement expects that prices for the
Company’s products and services will continue talfecal point for customers in coming years. Tf@me the Company believes it needs to
continue to lower its cost structure and differatatiits product and service offerings.

Technological changes, including the electronitrithistion of documents and data, online distribntamd hosting of media content, and
advances in digital printing, print-on-demand antginet technologies, continue to impact the maikethe Company’s products and services
The Company seeks to leverage the distinctive dhgiedof its products and services to improvedtstomers’ communications, whether in
paper form or through electronic communicationse Tompany’s goal remains to help its customerseaaby delivering effective and
targeted communications in the right format torilgat audiences at the right time. Management efighat with the Company’s competitive
strengths, including its broad range of complenmgmpaint-related services, strong logistics capted, technology leadership, depth of
management experience, customer relationships@mbmies of scale, the Company has developed anfiicher develop valuable,
differentiated solutions for its customers. The @amy seeks to leverage its unified platform andrgfrcustomer relationships in order to servi
a larger share of its customers’ print and relstdices needs.

As a substitute for print, the impact of digitath@ologies has been felt mainly in books, direemrforms and statement printing.
Electronic communication and transaction technology eliminated or reduced the role of many trewéi printed products and has continued
to accelerate electronic substitution in directangl statement printing, in part driven by environtaéconcerns and cost pressures at key
customers. In addition, rapid growth in the adaptid e-books is having an increasing impact on aores print book volume, though only a
limited impact on educational and specialty bodkgital technologies have also impacted printed azawes, as some advertising spending he
moved from print to electronic media. The futurgant of technology on the Company’s business ficdif to predict and could result in
additional expenditures to restructure impactedatmns or develop new technologies. In additibe, Company has made targeted acquisi
and investments in the Company'’s existing busitesdfer customers innovative services and solstibrat further secure the Company’s
position as a technology leader in the industry.

The Company has implemented a number of stratadiatives to reduce its overall cost structure androve efficiency, including the
restructuring, reorganization and integration ofm@pions and streamlining of administrative andosupactivities. Future cost reduction
initiatives could include the reorganization of o@ns and the consolidation of facilities. Impkmting such initiatives might result in future
restructuring or impairment charges, which may diestantial. Management also reviews the Comparpesations and management structure
on a regular basis to balance appropriate riskapdrtunities to maximize efficiencies and to sapphe Company’s long-term strategic
goals.

Seasonality

Advertising and consumer spending trends affectaehin several of the end-markets served by thepaom Historically, demand for
printing of magazines, catalogs, retail inserts books is higher in the second half of the yearadriby increased advertising pages within
magazines, and holiday catalog, retail insert avaklvolumes. However, this typical seasonal patbambe impacted by overall trends in the
U.S. and world economy, as second half net sal2812 were only slightly higher than those in tisthalf.
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Raw materials

The primary raw materials the Company uses inrits pusinesses are paper and ink. The Companytiaggpwith leading suppliers to
maximize its purchasing efficiencies and uses a&watiety of paper grades, formats, ink formulatiand colors. In addition, a substantial
amount of paper used by the Company is suppliegttiyrby customers. Variations in the cost and Buppcertain paper grades and ink
formulations used in the manufacturing process afact the Company’s consolidated financial resuttper prices fluctuated during 2012,
and volatility in the future is expected. Generatlystomers directly absorb the impact of changimges on customer-supplied paper. With
respect to paper purchased by the Company, the &onimas historically passed most increases an@éases through to its customers.
Contractual arrangements and industry practiceldrsupport the Company’s continued ability to passany future paper price increases, but
there is no assurance that market conditions wiitioue to enable the Company to successfully dé/smagement believes that paper supply
is consolidating, and there may be shortfalls aftiture in supplies necessary to meet the demafittie entire marketplace. Higher paper
prices and tight paper supplies may have an impacustomers’ demand for printed products. Addalbn the Company has undertaken
various strategic initiatives to mitigate any fareable supply disruptions with respect to the Camisank requirements. The Company also
resells waste paper and other by-products and mawypacted by changes in prices for these by-pitsduc

The Company continues to monitor the impact of glearin the price of crude oil and other energys;ashich impact the Comparsyink
suppliers, logistics operations and manufacturimgfs Crude oil and energy prices continue to bbati@ The Company believes its logistics
operations will continue to be able to pass a suttisii portion of any increases in fuel prices diseto its customers in order to offset the
impact of related cost increases. The Company gép@annot pass on to customers the impact ofdrighergy prices on its manufacturing
costs. However, the Company enters into fixed pra@racts for a portion of its natural gas purelsa® mitigate the impact of changes in
energy prices. The Company cannot predict suddanggs in energy prices and the impact that poskihlee energy price increases or
decreases might have upon either future operatists ©r customer demand and the related impadreititi have on the Company’s
consolidated annual results of operations, findpmaition or cash flows.

Distribution

The Company’s products are distributed to end-useosigh the U.S. or foreign postal services, tgtoretail channels, electronically or
by direct shipment to customer facilities. Throtighogistics operations, the Company managesigtghiition of most customer products
printed by the Company in the U.S. and Canada tdmizae efficiency and reduce costs for customers.

Postal costs are a significant component of masyoooers’cost structures and postal rate changes can ircidutre number of pieces tl
the Company'’s customers are willing to print andin@n January 22, 2012, the United States Pogali€& (“USPS”) increased postage rates
for all major mail classes, including first-classimstandard mail, periodicals and single pieceg@gpost. The new rates increased the cost of
mailing these classes of mail by approximately 2.a#baverage, which is the formula calculated aaghenthe 2006 Postal Accountability and
Enhancement Act. Under this act, it is anticipatet postage will increase annually by an amountktp or slightly less than the Consumer
Price Index. On January 27, 2013, the USPS fuitteeeased postage rates across all classes obynapproximately 2.6%, on average. As a
leading provider of print logistics and among thegest mailers of standard mail in the U.S., then@any works closely with the USPS and its
customers to offer innovative products and servicaainimize postage costs. While the Company awslirectly absorb the impact of higher
postal rates on its customers’ mailings, demangbrfoducts distributed through the U.S. or foreigstal services is expected to be impacted b
changes in the postal rates. During the third guart 2012, the USPS defaulted on two mandatoryneays for the funding of retiree health
benefits. The USPS announced that these defauteswag expected to impact mail services. However USPS is continuing to pursue its
previously announced plans to restructure its ohaivery network, including the closure of many paoffice facilities and suspension of
Saturday service. On February 6, 2013, the USP8uwued its intent to shift to a five-day mail amdday package delivery schedule
beginning in August 2013,
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subject to legal and congressional challenge. Milery services through the USPS account for @pprately 38% of the Company’s
logistics revenues. The impact to the Company ®UBPS’s restructuring plans, many of which reqgigggslative action, cannot currently be
estimated.

Customers

For each of the years ended December 31, 2012, @81 2010, no customer accounted for 10% or motkeo€ompany’s consolidated
net sales.

Technology, Research and Development

The Company has a research facility in Grand Islaledv York that supports the development and impletation of new technologies
meet customer needs and improve operating effidenthe Company’s cost for research and developawtivities is not material to the
Company’s consolidated annual results of operatifomancial position or cash flows.

Environmental Compliance

It is the Company’s policy to conduct its globakagtions in accordance with all applicable lawgutations and other requirements.
While it is not possible to quantify with certairttye potential impact of actions regarding envirental matters, particularly remediation and
other compliance efforts that the Company may ua#erin the future, in the opinion of managemeaoimpgliance with the present
environmental protection laws, before taking into@int estimated recoveries from third parties, mot have a material adverse effect on the
Company’s consolidated annual results of operatifomancial position or cash flows.

Employees
As of December 31, 2012, the Company had approgimatZ,000 employees.

Available Information

The Company maintains an Internet website at wvdarnelley.com where our Annual Reports on Form 1@HKarterly Reports on
Form 10-Q, Current Reports on Form 8-K and all asnegnts to those reports are available without @haag soon as reasonably practicable
following the time they are filed with, or furnisthéo, the Securities and Exchange Commission (“SETYe Principles of Corporate
Governance of the Company’s Board of Directorsctiarters of the Audit, Human Resources and CotpdRasponsibility & Governance
Committees of the Board of Directors and the ComjsaRrinciples of Ethical Business Conduct are agailable on the Investor Relations
portion of www.rrdonnelley.com, and will be proviidree of charge, to any shareholder who requestpy. References to the Company’s
website address do not constitute incorporatiorefigrence of the information contained on the websind the information contained on the
website is not part of this document.

Special Note Regarding Forwa-Looking Statements

We have made forward-looking statements in thisushiReport on Form 10-K that are subject to rigks ancertainties. These
statements are based on the beliefs and assumpfitims Company. Generally, forward-looking statatseénclude information concerning
possible or assumed future actions, events, oltsesfuoperations of the Company.

These statements may include, or be precededlowfed by, the words “may,” “will,” “should,” “might “could,” “would,” “potential,”
“possible,” “believe,” “expect,” “anticipate,” “irtnd,” “plan,” “estimate,” “hope” or similar expraess. The Company claims the protection of
the Safe Harbor for Forward-Looking Statements @ioed in the Private Securities Litigation Reforrmot Af 1995 for all forward-looking
statements.
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Forward-looking statements are not guaranteesrédqmeance. The following important factors, in difuh to those discussed elsewhere
in this Annual Report on Form 10-K, could affea flature results of the Company and could caussethesults or other outcomes to differ
materially from those expressed or implied in aarard-looking statements:

» the volatility and disruption of the capital an@dit markets, and adverse changes in the globabacy;
» successful execution and integration of acquisi

» successful negotiation of future acquisitions; Hredability of the Company to integrate operatisnscessfully and achieve
enhanced earnings or effect cost savil

* the ability to implement comprehensive plans fer ititegration of sales forces, cost containmesgtagtionalization, systems
integration and other key strategi

» the ability to divest nc-core businesse
» future growth rates in the Comp#¢ s core businesse
» competitive pressures in all markets in which tleenpany operate:

« the Company’s ability to access debt and the dapiéakets and the ability of our counterpartiepéoform their contractual
obligations under our lending and insurance agre¢st

» changes in technology, including the electronicssitition and migration of paper based documentiigital data formats

» factors that affect customer demand, including gearin postal rates, postal regulations and selwieds, changes in the capital
markets, changes in advertising markets, custorbeidgetary constraints and changes in customeost-slinge and long-range
plans;

» the ability to gain customer acceptance of the Camy's new products and technologi

» the ability to secure and defend intellectual propeghts and, when appropriate, license requiesthnology;

e customer expectations and financial stren

» performance issues with key supplie

» changes in the availability or costs of key matsrfauch as ink, paper and fuel) or in prices remtifor the sale of t-products;
e changes in ratings of the Comp’s debt securities

« the ability of the Company to comply with covenamtsler its credit agreement and indentures goveritsrdebt securitie:

» the ability to generate cash flow or obtain finagcio fund growth

» the effect of inflation, changes in currency exafgrates and changes in interest re

» the effect of changes in laws and regulationsyiiclg changes in accounting standards, tradeetasitonmental compliance
(including the emission of greenhouse gases aref aihpollution controls), health and welfare bi@egincluding the Patient
Protection and Affordable Care Act, as modifiedtiy Health Care and Education Reconciliation Aat] further healthcare reform
initiatives), price controls and other regulatorgtters and the cost, which could be substantialpofplying with these laws and
regulations

e contingencies related to actual or alleged enviema contaminatior
» the retention of existing, and continued attractbadditional customers and key employe
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» the effect of a material breach of security of ahthe Compan’s systems
» the failure to properly use and protect customfarimation and date
» the effect of labor disruptions or labor shortag
» the effect of economic and political conditionsaregional, national or international ba:
» the effect of economic weakness and constrainedrtiging;
e uncertainty about future economic conditic
» the possibility of future terrorist activities dret possibility of a future escalation of hostiktie the Middle East or elsewhe
» the possibility of a regional or global health pamilc outbreak
» disruptions to the Compa’s operations resulting from possible natural dexasinterruptions in utilities and similar ever
» adverse outcomes of pending and threatened liigaéind
» other risks and uncertainties detailed from timérte in the Compar’s filings with the SEC
Because forwardboking statements are subject to assumptions aoértainties, actual results may differ materiflbm those expresst

or implied by such forward-looking statements. Uadeliance should not be placed on such statemehish speak only as of the date of this
document or the date of any document that may d@orated by reference into this document.

Consequently, readers of this Annual Report on FbBrK should consider these forward-looking statetmenly as our current plans,
estimates and beliefs. We do not undertake andfgadly decline any obligation to publicly releatiee results of any revisions to these
forward-looking statements that may be made t@cefuture events or circumstances after the dasei@h statements or to reflect the
occurrence of anticipated or unanticipated evaffts undertake no obligation to update or revisefanyard-looking statements in this Annual
Report on Form 10-K to reflect any new events gr@mnge in conditions or circumstances.

ITEM 1A. RISK FACTORS

The Companys consolidated results of operations, financialtimsand cash flows can be adversely affecteddnous risks. These ris
include the principal factors listed below and thieer matters set forth in this Annual Report omF&0-K. You should carefully consider all
of these risks.

Risks Relating to the Businesses of the Company

Global market and economic conditions, as well he effects of these conditions on our customerssimesses, have adversely affected the
Company and those effects could continue.

Global economic conditions affect our customersibesses and the markets they serve. Demand fertéitvg tends to correlate with
changes in the level of economic activity in therke#s our customers serve. Because a significahbpaur business relies on our customers’
advertising spending, a prolonged downturn in leb@ economy and an uncertain economic outlookamaiscould further reduce the demand
for printing and related services that we provitese customers. Economic weakness and constrainediaing spending have resulted, and
may in the future result, in decreased revenueiabipg margin, earnings and growth rates and diffycin managing inventory levels and
collecting accounts receivable. We have experieneed expect to experience in the future, reduesdashd for our products and services due
to economic conditions and other macroeconomiofadaffecting consumers’ and businesses’ spendthg\ior. In addition, customer
difficulties have resulted in, and could resultingreases in bad debt write-offs and our allowenceloubtful
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accounts receivable. In particular, our exposureettain industries currently experiencing finahdifficulties and certain financially troubled
customers could have an adverse effect on ourtsesiubperations. We also have experienced, andogxp experience in the future, operating
margin declines in certain businesses, reflectiegeffect of items such as competitive price pnessunventory writedowns, cost increases
wages and materials, and increases in pensionthed gostretirement benefit plan funding requiretaeBconomic downturns may also result
in restructuring actions and associated expenstgmgmairment of londived assets, including goodwill and other intahgih Uncertainty abo
future economic conditions makes it difficult fas to forecast operating results and to make dewsabout future investments. Delays or
reductions in our customers’ spending are expactédve an adverse effect on demand for our predardd services, which could be material,
and consequently impact our consolidated resultpefations, financial position and cash flow.

Adverse credit market conditions may limit our aibji to obtain future financing.

Uncertainty and volatility in global financial mats may cause financial markets institutions tbdiamay cause lenders to hoard capital
and reduce lending. The failure of a financialitngion that supports our existing credit agreemeaotild reduce the size of our committed
facility unless a replacement institution were atide

Our operating performance and creditworthiness miayit our ability to obtain future financing and tke cost of any such capital may be
higher than in past periods.

Our access to future financing will depend on aetgrof factors such as the general availabilitgfdit, our credit ratings and our credit
capacity at the time we pursue such financing. éduarent Corporate credit ratings are below investngeade and, as a result, our borrowing
costs may increase or our ability to borrow mayitnéed. The Company’s obligations under the cuti®h 15 billion senior secured revolving
credit facility (the “Credit Agreement”) which exps October 15, 2017, are guaranteed by matenmédtic subsidiaries and are secured by a
pledge of the equity interests of certain subsiegrincluding most of its domestic subsidiaries] a security interest in substantially all of the
domestic current assets and mortgages of certamestic real property of the Company. The Credite®gnent is subject to a number of
covenants, including a minimum interest coveragie end a maximum leverage ratio, that, in padtriet the Company’s ability to incur
additional indebtedness, create liens, engage imgeneand consolidations, make restricted paymediggpse of certain assets and may also
limit the use of proceeds. The Credit Agreemenegally allows annual dividend payments of up to&R0million in aggregate, though
additional dividends may be allowed subject toaiartonditions. If adequate capital is not ava#atol us and our internal sources or liquidity
prove to be insufficient, or if future financingsquire more restrictive covenants, such combinaifagvents could adversely affect our ability
to (i) acquire new businesses or enter new marlgtservice or refinance our existing debt, (pRy dividends on our common stock, (iv) m
necessary capital investments, and (v) make otperalitures necessary for the ongoing conduct obasiness.

The indentures governing the notes and debenturesissue do not contain restrictive covenants andmagy incur substantially more debt
or take other actions, including engaging in mergeand acquisitions, paying dividends and making ethistributions to holders of our
equity securities, and disposing of certain of cagsets, which may adversely affect our ability &isfy our obligations under the notes and
debentures issued under our indentures.

Although the Credit Agreement is subject to a numdfenegative and financial covenants, includingiaimum interest coverage ratio
and a maximum leverage ratio, and covenants te&iaeour ability to incur additional indebtedngsagage in mergers and acquisitions, pay
dividends and make other distributions to the hldé our equity securities, and dispose of centdiiour assets, the indentures governing our
notes and debentures do not contain financial eraifmg covenants or restrictions on the incurresfdadebtedness, the payment of dividends
or making other distributions, or the dispositidrtertain assets. In addition, the limited coverapplicable to the notes and debentures do n
require us to achieve or maintain any minimum fgiahresults relating to our financial positionresults of operations.
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In carrying out our strategy focused on maximidimgg-term shareholder value, we may enter intos@ations which may increase our
financial leverage. Our ability to recapitalizecum additional debt and take a number of othepastthat are not limited by the terms of the
indentures governing our notes and debentures ¢myd the effect of diminishing our ability to mgb@yments on those notes and debenture
when due, and require us to dedicate a substaitibn of our cash flow from operations to paynsemh our indebtedness, which would
reduce the availability of cash flow to fund oueagtions, working capital and capital expenditures.

Fluctuations in the costs of paper, ink, energy anther raw materials may adversely impact the Compa

Purchases of paper, ink, energy and other raw rakteepresent a large portion of the Company’sscdscreases in the costs of these
inputs may increase the Company’s costs and thep@oynmay not be able to pass these costs on toroesst through higher prices. In
addition, the Company may not be able to reseltevpaper and other by-products or may be advensglgicted by decreases in the prices for
these by-products. Increases in the cost of mégariay adversely impact our customers’ demand fiotipg and related services.

The Company may be adversely affected by a dediirthe availability of raw materials.

The Company is dependent on the availability ofgpaimk and other raw materials to support its apens. Unforeseen developments in
these markets could result in a decrease in thglysop paper, ink or other raw materials and catddse a decline in the Company’s revenues

The financial condition of our customers may deterate.

Many of our customers participate in highly comipedi markets, and their financial condition mayetitrate as a result. A decline in the
financial condition of our customers would hindee Company’s ability to collect amounts owed bytooeers. In addition, such a decline
would result in lower demand for the Company’s pradd and services. A lack of liquidity in the capitharkets or a sustained period of
unfavorable economic conditions will increase ayasure to credit risks and result in increasdsaith debt write-offs and our allowance for
doubtful accounts.

The Company may be unable to improve its operatifficiency rapidly enough to meet market conditians

Because the markets in which the Company competdsighly competitive, the Company must continu@rprove its operating
efficiency in order to maintain or improve its ptability. There is no assurance that the Compaitiybe able to do so in the future. In additi
the need to reduce ongoing operating costs majt iassignificant upfront costs to reduce workforce, close or constdidacilities, or upgrac
equipment and technology.

The Company may be unable to successfully integtate operations of acquired businesses and mayauitieve the cost savings and
increased revenues anticipated as a result of thasguisitions.

Achieving the anticipated benefits of acquisitiovi$ depend in part upon the Company’s ability mbeigrate these businesses in an
efficient and effective manner. The integratiorcompanies that have previously operated indepelydmiaty result in significant challenges,
and the Company may be unable to accomplish tlegration smoothly or successfully. In particulag toordination of geographically
dispersed organizations with differences in corfcaltures and management philosophies may inetbasdifficulties of integration. The
integration of acquired businesses may also redéeledication of significant management resoumbgch may temporarily distract
management’s attention from the day-to-day opemataf the Company. In addition, the process ofgr#tgng operations may cause an
interruption of, or loss of momentum in, the ac¢taés of one or more of the Company’s businessegtantbss of key personnel from the
Company or the acquired businesses. Further, emplogcertainty and lack of focus during the intégreprocess may disrupt
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the businesses of the Company or the acquired éss#s. The Company'’s strategy is, in part, prestican our ability to realize cost savings
and to increase revenues through the acquisititmusihesses that add to the breadth and deptle @ampany’s products and services.
Achieving these cost savings and revenue incréasipendent upon a number of factors, many oflwaie beyond our control. In particular,
the Company may not be able to realize the benafitsore comprehensive product and service offasiagticipated integration of sales for:
asset rationalization and systems integration.

The Company may be unable to hire and retain talethitemployees, including management.

The Company’s success depends, in part, on ourgeatality to attract, develop, motivate and rethighly skilled employees. The loss
of a significant number of the Company’s employeethe inability to attract, hire, develop, traimdaretain additional skilled personnel could
have a serious negative effect on the CompanyoVariocations may encounter competition with othanufacturers for skilled labor. Many
of these competitors may be able to offer signifitagreater compensation and benefits or moregttire lifestyle choices than the Company
offers. In addition, many members of the Companyaagement have significant industry experienceishaaluable to the Company’s
competitors. The Company enters into non-solicgtatind, as appropriate, non-competition agreenvéttists executive officers, prohibiting
them contractually from soliciting the Compasgustomers and employees and from leaving anthgpancompetitor within a specified peri
If one or more members of our senior management teave and we cannot replace them with a suitdieidate quickly, we could
experience difficulty in managing our business jrbp which could harm our business prospects amdalidated results of operations.

The trend of increasing costs to provide health eand other benefits to the Company’s employees atilees may continue.

The Company provides health care and other berieflisth employees and retirees. For many yeasss éor health care have increased
more rapidly than general inflation in the U.S. mmay. If this trend in health care costs contintles,Company’s cost to provide such benefits
could increase, adversely impacting the Compang§itpbility. Changes to health care regulationghia U.S. may also increase the Company
cost of providing such benefits.

Changes in market conditions or lower returns onsats may increase required pension and other pdstment benefit plan contributions
in future periods.

The funded status of the Company’s pension and gib&tretirement benefit plans is dependent upamyrfeectors, including returns on
invested assets and the level of certain marketést rates. As experienced in prior years, deziiméhe market value of the securities held by
the plans coupled with historically low interestesthave reduced, and in the future could matgnietluce, the funded status of the plans.
These reductions have increased the level of eggeetuired pension and other postretirement bigplafi contributions in future years.
Market conditions may lead to changes in the distoate used to value the year-end benefit obbgatof the plans, which could partially
mitigate or worsen the effects of the lower assgtrns. If an economic crisis were to continuediorextended period of time, our costs and
required cash contributions associated with penai@hother postretirement benefit plans may subatgnincrease in future periods.

There are risks associated with operations outsikle United States.

The Company has significant operations outsideéUthited States. Revenues from the Compamgerations in geographic regions out
the United States accounted for approximately 24%eCompany’s consolidated net sales for the gaded December 31, 2012. As a result
the Company is subject to the risks inherent irdoeting business outside the United States, inctuthe impact of economic and political
instability of those countries in which we operdthe volatile economic environment has increaseditk of disruption and losses resulting
from hyper-inflation, currency devaluation and taxegulatory changes in certain countries in witlkghCompany has operations.
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The Company is exposed to significant risks relategpootential adverse changes in currency exchamgees.

The Company is exposed to market risks resultiopfchanges in the currency exchange rates of tinermies in the countries in which
it does business. Although operating in local auzies may limit the impact of currency rate fludtoas on the operating results of our non-
U.S. subsidiaries, fluctuations in such rates nféactithe translation of these results into the @any’s consolidated financial statements. To
the extent borrowings, sales, purchases, revemgeexpenses or other transactions are not in thkécaple local currency, the Company may
enter into foreign currency spot and forward cartgdo hedge the currency risk. We cannot be simgever, that the Company’s efforts at
hedging will be successful, and such efforts comlaertain circumstances, lead to losses.

A decline in expected profitability of the Company individual reporting units of the Company coulesult in the impairment of asset
including goodwill, other long-lived assets and éefed tax assets.

The Company holds material amounts of goodwilleotong-lived assets and deferred tax assets traligsice sheet. A decline in
expected profitability, particularly if there isdacline in the global economy, could call into dgigsthe recoverability of our related goodwill,
other long-lived tangible and intangible assetdeaferred tax assets and require us to write dowmrite off these assets or, in the case of
deferred tax assets, recognize a valuation alloevéimough a charge to income. Such an occurrersbdthand could continue to have a
material adverse effect on our consolidated anrasallts of operations, financial position and césis.

Risks Related to Our Industry
The highly competitive market for the Company’s piacts and industry consolidation may continue toeate adverse price pressures.

The markets for the majority of the Company’s pretdiategories are highly fragmented and the Compasya large number of
competitors. We believe that excess capacity irChimpany’s markets has caused downward price peeasul that this trend is likely to
continue. In addition, consolidation in the markiaetsvhich the Company competes may increase cotigefirice pressures due to competitors
lowering prices as a result of synergies achieved.

The substitution of electronic delivery for printeghaterials may continue to adversely affect our messes.

Electronic delivery of documents and data, inclgdime online distribution and hosting of media ewnt offer alternatives to traditional
delivery of printed documents. Consumers contimugctept electronic substitution in directory atadesnent printing and are replacing
traditional reading of print materials with onlifegsted media content or other e-reading devides.ektent to which consumers will continue
to accept electronic delivery is uncertain and wifficult to predict future rates of acceptané¢hese alternatives. Electronic delivery has
negatively impacted our products, such as booksctliries, forms and statement printing. Digitehteologies have also impacted printed
magazines, as some advertising spending has mowedpfint to electronic media. To the extent thatsumers, our customers and regulators
continue to accept these alternatives, our produititbe adversely affected.

Changes in the rules and regulations to which th@@pany is subject may increase the Company’s costs.

The Company is subject to numerous rules and régofa including, but not limited to, product sgfetnvironmental and health and
welfare benefit regulations. These rules and refuis may be changed by local, state or federatgowents in countries in which the
Company operates. Changes in these regulationsesalf in a significant increase in the Compangsts to comply. Compliance with
changes in rules and regulations could requireseszs to the Company’s workforce, increased cosoimpensation and benefits, or
investments in new or upgraded equipment. In aatdijrowing concerns about climate change, inclydle impact of global warming, may
result in new regulations with respect to greenka@ss emissions (including carbon dioxide) and¢ap“and trade” legislation. Compliance
with this legislation could result in additionalsts to the Company.
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Declines in general economic conditions may advéysmpact the Compar’s business.

In general, demand for our products and servicesighly correlated with general economic cond#idbeclines in economic conditions
in the U.S. or in other countries in which the Camyp operates may adversely impact the Company’saticiated financial results. Because
such declines in demand are difficult to predicg, Company or the industry may have increased sxaagsacity as a result. An increase in
excess capacity may result in declines in priceshie Company’s products and services. The ovbuaiiness climate may also be impacted by
wars or acts of terrorism. Such acts may have suddd unpredictable adverse impacts on demantiédo€ompany’s products and services.

Changes in the rules and regulations to which ourstomers are subject may impact demand for the Camps products and services.

Many of the Company’s customers are subject tesratel regulations requiring certain printed or tet@tc communications, governing
the form of such communications and protectingpitreacy of consumers. Changes in these regulatitmsimpact our customers’ business
practices and could reduce demand for printed mtscand related services. Changes in such regudatiould eliminate the need for certain
types of printed communications altogether or stledmges may impact the quantity or format of pdrdemmunications.

Changes in postal rates, regulations and delivetqusture may adversely impact demand for the Comparproducts and services.

Postal costs are a significant component of marguoftustomers’ cost structures and postal ratagdgcan influence the number of
pieces and types of mailings that the Company’socusrs mail. In addition, the United States PoStlice has incurred significant financial
losses in recent years and may, as a result, ingsiesignificant changes to the breadth or frequeridts mail delivery. The USPS is
continuing to pursue its previously announced ptarrestructure its mail delivery network, inclugithe closure of many post office facilities
and suspension of Saturday service. The impatiet@bmpany of the USPS’s restructuring plans, nmdinyhich require legislative action,
cannot currently be estimated. If implemented, stidnges could impact our customers’ ability otimginess to communicate by mail.
Declines in print volumes mailed could have an aslveffect on the Company’s business.

Changes in the advertising, retail and capital mats may impact the demand for printing and relateervices.

Many of the end markets in which our customers catenpre experiencing changes due to technologiogtgss and changes in
consumer preferences. The Company cannot predidiripact that these changes will have on demanthéo€ompany’s products and
services. Such changes may decrease demand, m@méaes pressures, require investment in updatagheeent and technology, or cause other
adverse impacts to the Company’s business. Iniaddihe Company must monitor changes in our custehmarkets and develop new
solutions to meet customers’ needs. The developofentch solutions may be costly, and there isgsm@nce that these solutions will be
accepted by customers.

ITEM 1B. UNRESOLVED STAFF COMMENTS

The Company has no unresolved written comments thenSEC staff regarding its periodic or currempiomres under the Securities
Exchange Act of 1934.

ITEM 2. PROPERTIES

The Company’s corporate office is located in leasi#ide space in Chicago, lllinois. As of DecemBéar 2012, the Company leases or
owns 326 U.S. facilities, some of which have midtipuildings and warehouses, and these U.S. fasilincompass approximately 39.5 mill
square feet. The Company leases or owns 164
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international facilities encompassing approxima&g million square feet in Canada, Latin Ameri8auth America, Europe and Asia. Of our
U.S. and international facilities, approximately3énillion square feet of space is owned, whilergmaining 18.5 million square feet of space
is leased.

ITEM3. LEGAL PROCEEDINGS

The Company is subject to laws and regulationgingldo the protection of the environment. The Campprovides for expenses
associated with environmental remediation obligetivhen such amounts are probable and can be eddg@stimated. Such accruals are
adjusted as new information develops or circum&amtiange and are generally not discounted. Thep@wyrhas been designated as a
potentially responsible party in ten active fedenrad state Superfund and other multiparty remettiaites. In addition to these sites, the
Company may also have the obligation to remediateea other previously and currently owned fa@lti At the Superfund sites, the
Comprehensive Environmental Response, Compensatidhiability Act provides that the Company’s liktlyi could be joint and several,
meaning that the Company could be required to pagnaount in excess of its proportionate share eféimediation costs.

The Company’s understanding of the financial sttierd other potentially responsible parties atrdtiparty sites and of other liable
parties at the previously owned facilities has bemmsidered, where appropriate, in the determinaifdhe Company’s estimated liability. The
Company has established reserves, recorded ineattabilities and other noncurrent liabilitiesatht believes are adequate to cover its share
of the potential costs of remediation at each efrttultiparty sites and the previously and curreatiyned facilities. It is not possible to quant
with certainty the potential impact of actions nefjag environmental matters, particularly remediatand other compliance efforts that the
Company may undertake in the future. However, éndhpinion of management, compliance with the priesewironmental protection laws,
before taking into account estimated recoveriesiftioird parties, will not have a material effecttae Company’s consolidated results of
operations, financial position or cash flows.

From time to time, the Comparsytustomers and others file voluntary petitionsrémrganization under United States bankruptcy dm
such cases, certain ppetition payments received by the Company fromethpesties could be considered preference itemsalpjgct to retur
In addition, the Company may be party to certdigdtion arising in the ordinary course of busindgdanagement believes that the final
resolution of these preference items and litigatidhnot have a material effect on the Companyssolidated results of operations, financial
position or cash flows.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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EXECUTIVE OFFICERS OF R.R. DONNELLEY & SONS COMPANY

Business Experience During
Past Five Years

Officer
Name, Age anc
Positions with the Company Since
Thomas J. Quinlan, I 200¢
50, President and Chief Executive Officer
Suzanne S. Bettman 2004

48, Executive Vice President, General
Counsel, Corporate Secretary & Chief
Compliance Office

Andrew B. Coxhead 2007
44, Senior Vice President and Chief
Accounting Officer

Dan L. Knotts 2007
48, Chief Operating Officer

Daniel N. Leib 200¢
46, Executive Vice President and
Chief Financial Officer

Served as RR Donnelley’s President and Chief Exsz@fficer since April 2007.
Prior to this, served as Group President, Globali€es since October 2006 and
Chief Financial Officer since April 2006. Prior tinis, served as Executive Vice
President, Operations since February 2!

Served as RR Donnelley’s Executive Vice Presid8eneral Counsel, Corporate
Secretary and Chief Compliance Officer since Jan@807. Served previously as
Senior Vice President, General Counsel since MaécH.

Served as RR Donnelley’s Senior Vice PresidentGmiéf Accounting Officer since
October 2007, and Corporate Controller from Oct&i#7 to January 2013. Prior
this, served as Vice President, Assistant Contreliece September 2006. Prior to
this, from 1995 until 2006, served in various cdjpeE with RR Donnelley in
financial planning, accounting, manufacturing mamagnt, operational finance and
mergers and acquisitior

Served as RR Donnelley’s Chief Operating OfficeceiJanuary 2013. Prior to this,
served as Group President from April 2007 to Deam2012 and Chief Operating
Officer, Global Print Solutions from January 2007April 2007. Prior to this, from
1986 until 2007, served in various capacities \RE Donnelley, including Group
Executive Vice President, Operations, Publishing) Batail Services and President,
Catalog/Retail/Magazine Solutions, RR DonnelleywP8olutions

Served as RR Donnelley’s Executive Vice Presidadt@hief Financial Officer
since May 2011. Prior to this, served as Group fdfigancial Officer and Senior
Vice President, Mergers and Acquisitions since A1@009 and Treasurer from
June 2008 to February 2010. Prior to this, sergedR Donnelley’s Senior Vice
President, Treasurer, Mergers and Acquisitionslanestor Relations since July
2007. Prior to this, from May 2004 to 2007, seriredarious capacities in financial
management, corporate strategy and investor raka
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PART Il

ITEM5. MARKET FOR R.R. DONNELLEY & SONS COMPANY 'S COMMON EQUITY, RELATED STOCKHOLDER

MATTERS AND ISSUER PURCHASES OF SECURITIES
RR Donnelley’s common stock is listed and tradedhenNASDAQ Stock Market and the Chicago Stock Exgje.

As of February 22, 2013, there were approximatelpd stockholders of record of our common stockar€auly closing prices of the
Company’s common stock, as reported on NASDAQ,dividends paid per share during the years ende@mbker 31, 2012 and 2011, are
contained in the chart below:

Closing Common Stock Price:

Dividends Paid 2012 2011

2012 2011 High Low High Low
First Quarter $0.2€ $0.2¢ $15.1° $11.3t $19.3¢  $17.4¢
Second Quarte 0.2¢ 0.2¢ 12.8¢ 10.0z 21.3¢ 18.5¢
Third Quartel 0.2¢ 0.2¢ 13.2¢ 10.6( 20.4¢ 13.3¢
Fourth Quarte 0.2¢ 0.2¢ 11.17 8.5¢ 16.6¢ 13.23

The Credit Agreement generally allows annual dimtipayments of up to $200.0 million in aggregdieugh additional dividends may
be allowed subject to certain conditions. See BEkHilb for additional details.

ISSUER PURCHASES OF EQUITY SECURITIES

Total Number of

Total

Number of Average
Price Paid
Shares

Period Purchasec per Share
October 1, 2012—October 31, 2012 — $ —
November 1, 201-November 30, 201 — —
December 1, 20.-December 31, 201 — —
Total — $ —

Shares Purchase!
as Part of Publicly

Announced Plans
or Programs

Dollar Value
of Shares that May
Yet be Purchased Unde

the Plans or Programs
@

$ 500,000,00

$ 500,000,00

$ 500,000,00

(@ On May 3, 2011, the Board of Directors of tr@{pany approved a program that authorized the chpse of up to $1.0 billion of the
Companys common stock through December 31, 2012. Shatedlegses under the program were allowable througtriaty of method
as determined by the Company’s management. Theategge authorizations did not obligate the Comparacquire any particular

amount of common stock or adopt any particular weibf repurchase

As part of the share repurchase program, the Coyngatered into an accelerated share repurchaseragnt (“ASR”) in 2011 with an
investment bank under which the Company repurch&56d.0 million of its common stock, receiving aitial delivery of 19.9 million
shares on May 10, 2011 and an additional 9.3 milileares on November 17, 2011. No other sharesrepoechased under this share

repurchase program.

As of January 1, 2013, no additional shares mayunehased under the authorized share repurchageapravhich expired on

December 31, 2012.
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EQUITY COMPENSATION PLANS

For information regarding equity compensation plae® Item 12 of this Annual Report on Form 10-K.

PEER PERFORMANCE TABLE

The graph below compares five-year returns of thmgany’s common stock with those of the S&P 50@indnd a selected peer group

of companies. The comparison assumes all dividbads been reinvested, and an initial investme®t60 on December 31, 2007. The reti
of each company in the peer group have been weldbteeflect their market capitalizations.

Because our services and customers are so difees€Epmpany does not believe that any single pudadisndustry index is appropriate
for comparing stockholder return. Therefore, thergroup used in the performance graph combinesrdustry groups identified by Value
Line Publishing, Inc., the publishing group (indlogl printing companies) and the newspaper group. Gbmpany itself has been excluded,

its contributions to the indices cited have bedstrsicted out. Changes in the peer group from yegear result from companies being added t

or deleted from the Value Line publishing groumewspaper group.

Comparison of Five-Year Cumulative Total Return Amag RR Donnelley, S&P 500 Index and Peer Group*

Comparison of Cumulative Five Year Total Return

$150
== RR Donnelley
—8— Standard & Poor's 500
—ig— Pear Group
$100
550
50 T T T ]
2007 2008 2009 2010 2011 2012
Ba_se Fiscal Years Ended December 3:
Period
Company Name / Index 2007 2008 2009 2010 2011 2012
RR Donnelley 10C 37.6¢ 66.5¢ 55.3i 48.6¢ 33.31
Standard & Pocs 500 10C 63.0( 79.67 91.6¢ 93.61 108.5¢
Peer Grouj 10C 42.62 65.07 70.9¢ 74.01 90.2¢
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Below are the specific companies included in ther geoup.

*Peer Group Companies

A.H. Belo Corp. McGraw-Hill Companies
American Greetings Media General
Consolidated Graphics Inc. Meredith Corp.

Deluxe Corp. New York Times Co
EW Scripps Scholastic Corp.
Gannett Co. Washington Post
Journal Communications Inc. Wiley (John) & Sons
McClatchy Co.

ITEM 6. SELECTED FINANCIAL DATA
SELECTED FINANCIAL DATA
(in millions, except per share data)
2012 2011 2010 2009 2008
Net sales $10,221.¢ $10,611.( $10,018.¢ $9,857 .« $11,581.(
Net earnings (loss) from continuing operationsiaitable to RF
Donnelley common shareholde (651.9 (122.¢) 2217 (27.9) (191.9)
Net earnings (loss) from continuing operationsiaitable to RF
Donnelley common shareholders per diluted s (3.62) (0.69) 1.0¢ (0.19) (0.97)
Income from discontinued operations, net of — — — — 1.8
Net earnings (loss) attributable to RR Donnellesnowmn
shareholder (651.9) (122.¢) 2217 (27.9) (189.9)
Net earnings (loss) attributable to RR Donnelleown
shareholders per diluted sh: (3.6 (0.63) 1.0¢€ (0.13) (0.90
Total asset 7,262, 8,281. 9,083.: 8,747 . 9,494.:
Long-term debt 3,420.: 3,416.¢ 3,398.¢ 2,982.! 3,203.:
Cash dividends per common sh 1.04 1.04 1.04 1.04 1.04

Reflectsresults of acquired businesses from the relevaquisition dates

Includes the following significant items:

For 2012: Pre-tax restructuring and impairment ghaof $1,118.5 million, $4.8 million net benefibrin income tax adjustments
including the recognition of $26.1 million of prewusly unrecognized tax benefits due to the resmuti certain U.S. federal
uncertain tax positions and a $22.4 million benefiated to the decline in value and reorganizatiocertain entities within the
International segment, partially offset by a valoiallowance provision of $32.7 million on certaieferred tax assets in Latin
America and an $11.0 million provision related ¢stain foreign earnings no longer considered tpdrenanently reinvested, $16.1
million pre-tax loss on the repurchases of $441ilBam of senior notes and termination of the Comya previous $1.75 billion
unsecured revolving credit agreement (the “Previoredit Agreement”) which was due to expire on Deber 17, 2013, $4.1
million pre-tax impairment loss on an equity invesht, $3.7 million pre-tax gain on pension curtairhand $2.5 million of
acquisitior-related expense

For 2011: Pre-tax restructuring and impairment ghaof $667.8 million, $74.8 million recognitioniatome tax benefits due to
the expiration of U.S. federal statutes of limitas for certain year:
$69.9 million pr-tax loss on the repurchases of $427.8 million af@enotes, $38.7 million p-tax
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gain on pension curtailment, $15.3 million pre-taxtingent compensation expense related to thendbsm Online acquisition,
$9.8 million pretax gain on the Helium investment and $2.2 millidracquisitior-related expense

. For 2010: Pre-tax restructuring and impairment ghaof $157.9 million, $13.5 million of acquisitioelated expenses, $8.9 milli
pre-tax loss on the currency devaluation in Venkguecluding an increase in loss attributable docontrolling interests of $3.6
million, and a pr-tax $1.1 million writ-down of affordable housing investmer

. For 2009: Pre-tax restructuring and impairment gaaof $382.7 million, $15.6 million of income texpense due to the
reorganization of entities within the Internatiosajment, a $10.3 million ptex loss on the repurchases of $640.6 million ofc
notes, reclassification of a pre-tax loss of $2ilfion from accumulated other comprehensive los®#s on debt extinguishment
due to the change in the hedged forecasted inteagstents resulting from the repurchase of serotes) a $2.4 million writelown
of affordable housing investments and $1.6 millidcquisitior-related expenses; a

. For 2008: Pre-tax restructuring and impairment gaarnf $1,184.7 million, a $9.9 million pre-taxdasssociated with the
termination of cross-currency swaps, a tax beéff228.8 million related to the decline in valuelaeorganization of certain
entities within the International segment and altemefit of $38.0 million from the recognition afieertain tax positions upon
settlement of certain U.S. federal tax audits lieryears 200- 2002.

ITEM7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

The following discussion of RR Donnelley’s finarlatandition and results of operations should be tegether with our consolidated
financial statements and notes to those statemaitaled in Item 15 of Part IV of this Annual Repon Form 10-K.

Business

R.R. Donnelley & Sons Company (“RR Donnelley,” t@®mpany,” “we,” “us,” and “our”) is a global proger of integrated
communications. The Company works collaborativeihwnore than 60,000 customers worldwide to develogtom communications
solutions that reduce costs, drive top line growtihance return on investment and ensure compli@neging on a range of proprietary and
commercially available digital and conventionalhealogies deployed across four continents, the Gammypemploys a suite of leading Internet-
based capabilities and other resources to provigimgdia, printing, logistics and business processonircing services to clients in virtually
every private and public sector.

The Company operates primarily in the printing isimly, with related product and service offeringsigeed to offer customers complete
solutions for communicating their messages to taagdiences. The Company’s reportable segmengectdéfie management reporting structure
of the organization and the manner in which thefchperating decision maker regularly assessesnigtion for decision-making purposes,
including the allocation of resources. The Comparsggments and their product and service offeangsummarized below:

The U.S. Print and Related Services segment insltiteCompany’s U.S. printing operations, manageohe integrated platform, along
with logistics, premedia, print management and ropinimt related services. This segment’s product retated service offerings include
magazines, catalogs, retail inserts, books, diredofinancial printing and related services, ciimaail, forms, labels, office products,
packaging, statement printing, premedia and lazigervices.

The International segment includes the Companyrs 5. printing operations in Asia, Europe, Latimérica and Canada. This
segment’s product and related service offeringeidemagazines, catalogs, retail
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inserts, books, directories, financial printing aathted services, direct mail, forms, labels, paikg, manuals, statement printing, premedia
and logistics services. Additionally, this segmiactudes the Company’s business process outsouatidgslobal Turnkey Solutions
operations. Business process outsourcing providaesdctional print and outsourcing services, statemrinting, direct mail and print
management services through its operations in Eyragia and North America. Global Turnkey Solutipnsvides outsourcing capabilities,
including product configuration, customized kittiagd order fulfillment for technology, medical dexiand other companies around the world
through its operations in Europe, North America Asd.

Corporate consists of unallocated general and &diradtive activities and associated expenses iffydn part, executive, legal, finance,
information technology, human resources, certaiilifia costs and LIFO inventory provisions. In atigin, certain costs and earnings of
employee benefit plans are included in Corporatereot allocated to operating segments. Corporateages the Company’s cash pooling
structure, which enables participating internatidoeations to draw on the Company’s overseas casburces to meet local liquidity needs.

The Company separately reports its net sales daigdecosts of sales for its product and serviferioigs. The Company’s product
offerings primarily consist of magazines, catalagsail inserts, books, directories, direct maiahcial print, forms, labels, statement printing,
commercial print, office products, packaging, mdsaad print management. The Company’s serviceiofe primarily consist of logistics,
premedia, EDGAR-related and XBRL financial serviaes certain business outsourcing services.

Executive Overviev
2012 FINANCIAL PERFORMANCE

The changes in the Company’s income (loss) fromaijmns, operating margin, net loss attributablRRDonnelley common
shareholders and net loss attributable to RR Déeynebmmon shareholders per diluted share for #z& gnded December 31, 2012, from the
year ended December 31, 2011, were due to thenioigp(in millions, except margin and per share §¢

Net Earnings (Loss
Net Earnings (Loss
Attributable to

Income Attributable to RR Donnelley

(Loss) Operating RR Donnelley Common

from Common Shareholders per

Operations Margin Shareholders Diluted Share

For the year ended December 31, 2011 $ 652 0.€% $ (122.¢) $ (0.69)
2012 restructuring and impairment cha—net (1,118.9 (10.9%) (981.9 (5.49
2011 restructuring and impairment cha—net 667.¢ 6.2% 532.¢ 2.7
Acquisitior-related expense (0.3 0.C% (0.2 —
Net gain (loss) on investmer — — (12.7) (0.06)
Loss on debt extinguishme — — 33.t 0.1%
Gain on pension curtailme (35.0 (0.2%) (21.5) (0.12)
2011 Journalism Online contingent compense 15.2 0.1% 9.7 0.0t
Income tax adjustmen — — (70.0 (0.3¢)
Operations 35.7 0.6% (19.7) 0.0z
For the year ended December 31, 2 $ (369.9) (3.€%) $ (651.9 $ (3.6))

2012 restructuring and impairment charges—metiuded charges of $848.4 million for the impaimhef goodwill in the catalogs,

magazines and retail inserts, books and directarniesEurope reporting units; $158.0 million for thmpairment of other intangible assets

in the books and directories, catalogs,
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magazines and retail inserts and Latin Americant@mpunits; pre-tax charges of $66.6 million fengloyee termination costs primarily
related to the reorganization of sales and admatige functions across all segments and the dosiriive manufacturing facilities

within the U.S. Print and Related Services segrardtone manufacturing facility within the Intermaual segment; $25.3 million of lease
termination and other restructuring costs; and 2dllion for impairment of other long-lived assgpsimarily for machinery and
equipment associated with facility closures aneéptsset disposals.

2011 restructuring and impairment charges—niecluded charges of $392.3 million for the impaént of goodwill in the commercial,
forms and labels, Canada and Latin America repgpuimits; $90.7 million for the impairment of othiatangible assets primarily in the
forms and labels reporting unit; $76.7 million Bmployee termination costs; $59.6 million of leteenination and other restructuring
costs, including multi-employer pension plan cortglar partial withdrawal charges of $15.1 milliomecto the closing of three
manufacturing facilities within the U.S. Print aRélated Services segment; and $48.5 million foraimpent of other long-lived assets,
primarily for land, buildings, machinery and equigmhand leasehold improvements associated withtfaciosures.

Acquisition-related expensescluded pre-tax charges of $2.5 million ($2.2 roill after-tax) related to legal, accounting andeoth
expenses for the year ended December 31, 201 2iatesbwith acquisitions completed or contemplateat. the year ended December 31
2011, these pre-tax charges were $2.2 million (#2lllon after-tax).

Net gain (loss) on investmeniscluded a pre-tax impairment loss on an equitestmnent of $4.1 million ($2.6 million after-tax)rfthe
year ended December 31, 2012. The year ended Dece&dhp2011 included a pre-tax gain of $9.8 mill{88.5 million after-tax) as a
result of the acquisition of Helium, in which the@pany previously held an equity investment. Theetax gain is net of the Company’s
portion of the transaction costs incurred by Heliasra result of the acquisition.

Loss on debt extinguishmeitcluded a pre-tax loss of $16.1 million ($10.6lmail after-tax) for the year ended December 31 22tlde

to the repurchase of $341.8 million of the 4.95%i@enotes due April 1, 2014 and $100.0 milliortlod 5.50% senior notes due May 15,
2015 as well as the termination of the Previouslit®greement. The loss consisted of $27.2 millielated to the premiums paid,
unamortized debt issuance costs and other expeyatig|ly offset by the elimination of $11.1 mdh of the fair value adjustment on the
4.95% senior notes. For the year ended Decemb&031, a pre-tax loss on debt extinguishment of$6dllion ($44.1 million after-

tax) was recognized due to the repurchase of $28illi8n of the 11.25% senior notes due Februar2Q1,9, $100.0 million of the
6.125% senior notes due January 15, 2017 and $i@i0ién of the 5.50% senior notes due May 15, 2015

Gain on pension curtailmenincluded a pre-tax gain of $3.7 million ($2.8 nutii aftertax) for the year ended December 31, 2012, re
to the remeasurement of the U.K. pension plan'stasnd obligations that was required with the anned freeze on further benefit
accruals as of December 31, 2012. For the yeardeDdeember 31, 2011, the Company recorded a prgatiaxof $38.7 million ($24.3
million after-tax) related to the remeasuremerthefU.S. pension plans’ assets and obligationsahatrequired with the announced
freeze on further benefit accruals under all ofwh®. pension plans as of December 31, 2011.

2011 Journalism Online contingent compensatiorcluded pre-tax expense of $15.3 million ($9.iMiom after-tax) related to contingent
compensation earned by the prior owners, basedhlipdng certain volume milestones for Journalisniii®’s business following its
acquisition by the Company.

Income tax adjustmentsicluded for the year ended December 31, 201 2rgbegnition of $26.1 million of previously unrecaged tax
benefits due to the resolution of certain U.S. fallencertain tax positions and a $22.4 milliondf@mrelated to the decline in value and
reorganization of certain entities within the Im@tional segment, partially offset by a valuatiioveance provision of $32.7 million on
certain deferred tax assets in Latin America anfizinO million provision related to certain foreigarnings no longer considered to be
permanently reinvested. For the year ended Decefihe2011, an income tax
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benefit of $74.8 million was recognized relateghteviously unrecognized tax benefits due to therakpn of U.S. federal statutes of
limitation for certain years.

Operations:reflected lower pension and other postretiremengefieplan expenses, cost savings from restruajuaittivities, reduced
depreciation and amortization expense and lowemnitive compensation expense, partially offset bgtadecrease in volume and
unfavorable mix, price declines, lower recoverypoimt-related by-products, the Compasiyeéinstated 401(k) match and higher healtt
costs. The 2011 effective tax rate reflected tlsegaition of previously unrecognized tax benefite do changes in the expected
resolution of certain state tax matters and theass of valuation allowances on certain defernedsaets. See further details in the re
of operating results by segment that follows below.

2012 Overview

During 2012, the Company experienced the impacbaofinued economic uncertainty, overcapacity initigistry, and the increasing
impact of electronic substitution on certain pradoferings. Net sales decreased during 2012 coeaptar 2011 in the U.S. Print and Related
Services segment, as a result of lower overallmelua decline in pass-through paper sales and mggoice pressures, and in the Internationa
segment, primarily due to changes in foreign exgkeamates. These decreases were partially offsetganic growth in certain products and
services during 2012, despite the difficult enviramt. In particular, the Company had organic growtlogistics, Asia, business process
outsourcing and office products. The largest nktssdeclines were experienced in books and dinestatlue to the continuing impact of lower
levels of state and local funding for educationatenials and the impact of electronic substituborconsumer books; magazines, catalogs an
retail inserts, due to customers furnishing theingaper, unfavorable mix and price pressures; firdue to lower technology manuals and
directories volume; commercial print, due to lowetume and unfavorable mix; and variable print, tuwer volume in direct mail and
statement printing.

During the years ended December 31, 2012 and 208 Company initiated several restructuring actimnfsirther reduce the Company’s
overall cost structure. These restructuring actiookided the reorganization of sales and admatist functions across all segments as well
the closures of six manufacturing facilities durR@lL2. Additionally, the Company announced a fremzéurther benefit accruals under its L
pension plans effective as of December 31, 201d yader its Canada pension plans effective as o€Mal, 2012. Consequently, pension
other postretirement benefit plan expense decraaseil2 by $69.0 million as compared to the pyiear. Further, the Company will make
lower full-year payouts under its 2012 employeeittive compensation plans. As a result, incentoragensation expense decreased by $46.
million as compared to 2011 on a consolidated basik approximately $28.8 million, $11.3 milliomd $5.9 million of the decrease reflected
in the U.S. Print and Related Services segmergriational segment and Corporate, respectively.

Net cash provided by operating activities for tlearyended December 31, 2012 was $691.9 milliomawpared to $946.3 million for the
year ended December 31, 2011. The decrease irpoagided by operating activities primarily resultedm higher pension and oth
postretirement benefit plan contributions, lowet sedes, timing of cash collections and paymenttead to the Company’s reinstated 401(k)
match, partially offset by lower incentive compeiwapayments and shifts in the timing of paymeatsuppliers.

On October 15, 2012, the Company entered into E5#dillion senior secured revolving credit facil{the “Credit Agreement”) which
expires October 15, 2017. Borrowings under the i€Aggieement bear interest at a base or Eurocuyreate plus an applicable margin
determined at the time of the borrowing. In additithe Company pays facility commitment fees. Tigliaable margin and rate for the facility
commitment fees are set at agreed pricing levelis Ajpril 15, 2013 and will thereafter fluctuate mendent on the Credit Agreement’s credit
ratings. The Credit Agreement replaced the Compapsévious $1.75 billion unsecured revolving craditeement (the “Previous Credit
Agreement”) which was due to expire on December073. All amounts outstanding under the Previoted{ Agreement were repaid with
borrowings under the Credit Agreement. The Credite®ment is used for general corporate purposesidimg acquisitions and letters of
credit.
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OUTLOOK
Vision and Strategy

RR Donnelley’s vision is to improve on our existipgsition as a global provider of integrated comitations by providing our
customers with the highest quality products andises.

The Company’s long-term strategy is focused on méing long-term shareholder value by driving ptatlle growth, continuing its
focus on productivity and maintaining a disciplireggproach to capital deployment. The Company psriduee major strategic objectives,
which are summarized below, along with more speecifeas of focus.

Strategic Objective 2013 Priorities
Profitable growth —New product development
—Leverage existing customer base to generate orgamicth
—Targeted mergers and acquisitic

Productivity and cost control —Disciplined cost management
—Maintain variable cost structure
—Use technology to continue to increase product

Cash flow and liquidity —Prudent deployment of capital
—Disciplined approach to mergers and acquisitions
—Limit annual debt maturitie

The Company’s long-term strategy is to generatétplde growth. In order to accomplish this, then@any will continue to make
targeted capital investments to support new busiasd leverage its global platform. The Comparfgésising its information technology
efforts on projects that facilitate integration andke it easier for customers to manage theiréuye of communication needs. The Company
is also working to more fully integrate its salé®#s to broaden customer relationships and maeetostomers’ demands. The Company’s
global platform provides differentiated solutiows fts customers through its broad range of compleary print-related services, strong
logistics capabilities, and its innovative lead@rsh both conventional and digital technologies.

Management believes productivity improvement arat oeduction are critical to the Company’s compatiiess, while enhancing the
value the Company delivers to its customers. Tha@@oy continues to implement strategic initiatigesoss all platforms to reduce its overall
cost structure and enhance productivity, includiggructuring, consolidation, reorganization artégnation of operations, and streamlining of
administrative and support activities.

The Company seeks to deploy its capital using aneald approach in order to ensure financial fléigfand provide returns to
shareholders. Priorities for capital deploymengraime, include principal and interest paymentsiebt obligations, capital expenditures,
targeted acquisitions and distributions to shamddrsl The Company believes that a strong finaaiadlition is important to customers focu:
on establishing or growing long-term relationshipth a stable provider of print and related sersicEhe Company also expects to make
targeted acquisitions that extend its capabilitiesie cost savings and reduce future capital sipgnueeds.

The Company uses several key indicators to gaungrgss toward achieving these objectives. Theseatads include net sales growth,
operating margins, cash flow from operations amitabexpenditures. The Company targets long-tegtrsales growth at or above industry
levels, while maintaining operating margins by aeimg productivity improvements that offset the auapof price declines and cost inflation.
Cash flows from operations are expected to beesia@r time, however, cash flows from operationarig given year can be significantly
impacted by the timing of non-recurring or infrequeeceipts and expenditures, the level of requireasion and other postretirement benefit
plan contributions and the impact of working capit@anagement efforts.
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The Company faces many challenges and risks asuli of competing in highly competitive global matk. ltem 1ARisk Factors,
discusses many of these issues.

2013 Outlook

In 2013, the Company expects net sales to remkitively consistent with 2012 as organic growth @nide inflation in the International
segment are expected to be largely offset by coiminvolume declines, price pressures and lowes-fa®ugh paper sales in certain product
offerings in the U.S. Print and Related Servicegrsent and projected unfavorable changes in foreigimange rates in the International
segment. The highly competitive market conditiond anused industry capacity will continue to plt@mpressure on both transactional work
and contract renewals. The Company’s outlook assuha the U.S. and European economies will growlgiin 2013, with somewhat faster
growth in developing countries. The Company expacabdued level of consumer discretionary spenalinba stable or slightly reduced level
of advertising spending by U.S. businesses. Weawiitinue to leverage the “One RR Donnellpidtform and powerful customer relationsh
in order to provide a larger share of our custofr@iat and related communications needs. In addjtthe Company expects to continue cost
control and productivity initiatives, including seted facility consolidations across certain platfe.

The Company initiated several restructuring actior3012 and 2011 to further reduce the Companyésall cost structure. These
restructuring actions included the reorganizatibsates and administrative functions across alirsags, as well as the closures of six
manufacturing facilities during 2012. These andifeitcost reduction actions are expected to hawsigiye impact on operating earnings in
2013 and in future years.

U.S. Print and Related Services

Net sales in the U.S. Print and Related Servicgsieat are expected to decrease in 2013 driven §giong price pressures, lower pass-
through paper sales, volume declines and unfaverabt primarily in books and directories and magasgj catalogs and retail inserts. Lower
volume is expected to result from a decline in comsr book demand driven by electronic substituéind declines in directory demand due to
the impact of electronic substitution and an expectecrease in advertising spending. These desrassexpected to be partially offset by an
increase in educational book volumes due to araietbslightly higher state spending. Net salesagauines, catalogs and retail inserts are
expected to decline due to price reductions on n@gjotract renewals, unfavorable mix and lower ghssugh paper sales. These declines are
expected to be largely offset by higher logistiofumes, primarily driven by sales resulting frore eicquisitions of Presort and XPO and
continuing growth in freight brokerage and cousgervices, and modest increases in most of thedé@nent’s other products and services.
Although there is continued uncertainty around pnarkets transactions activity, a substantiebvery could result in increased net sales
within financial print.

Despite price pressures and lower volume, the Campapects the U.S. Print and Related Servicesatipgrincome to increase from
2012, as the result of lower restructuring and iimpant charges, an improved cost structure fronoorgproductivity efforts, and lower
depreciation and amortization.

International

Net sales in the International segment are expdotettrease from 2012 primarily driven by antidgzhvolume increases in Global
Turnkey Solutions and business process outsouraggiell as the impact of price inflation in Lafimerica. Net sales in Asia are expected to
remain stable as price pressure offsets expectedreogrowth in technology manuals and packagingrataded products. Europe is expecte
experience continued declines in net sales driyeprbjected unfavorable changes in foreign exchaatgs and lower paskrough paper sale
partially offset by higher projected volume in fiveancial print offering in Europe.
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Operating income in the International segment jEeeted to increase slightly from 2012 as the higlotwme and cost savings from
ongoing productivity efforts will more than offseage and other inflation in certain countries aridepdeclines.

Other

The Company’s pension and other postretirementfligui@ns were underfunded by $1,153.5 million &243.1 million, respectively, as
of December 31, 2012, as reported in the Compdbyissolidated Balance Sheets and further describdidie 11 Retirement Plandp the
Consolidated Financial Statements. Governmentallaigns for measuring pension plan funded staitffisrdrom those required under
accounting principles generally accepted in thetdthStates of America (“GAAP?”) for financial statem preparation. Based on the plans’
regulatory funded status, required contribution2043 under all pension and other postretirememéfitsplans are expected to be
approximately $23.1 million, which is an expectetitase of approximately $125.6 million comparedatatributions made in 2012. The
decrease in expected pension and other postretitdmeaefit plan contributions in 2013 are primaglyesult of the provisions under the
Surface Transportation Extension Act of 2012, siboe July 6, 2012, designed to stabilize interatts used to calculate the minimum reqt
annual contributions for defined benefit pensicemgl

The Company expects significantly lower cash indvom reductions in working capital in 2013, refiag the benefit realized from the
Company'’s 2012 working capital management initiegivHowever, cash flows from operations in 2013 véhefit from the expected decrease
in pension and other postretirement benefit plartrdautions and lower payments for variable empéieentive compensation. The Company
expects capital expenditures to be in the rang200 million to $225 million in 2013.

Significant Accounting Policies and Critical Estintas

The preparation of financial statements in conftymiith GAAP requires management to make estimatesassumptions that affect the
reported amounts of assets and liabilities, thelalsire of contingent assets and liabilities atdate of the financial statements and the repe
amounts of revenues and expenses during the negqreiriod. The Company’s most critical accountintigies are those that are most
important to the portrayal of its financial conditiand results of operations, and which requirebmpany to make its most difficult and
subjective judgments, often as a result of the rieedake estimates of matters that are inheremttgdain. The Company has identified the
following as its most critical accounting policiasd judgments. Although management believes thasiimates and assumptions are
reasonable, they are based upon information aveilaben they are made, and therefore, actual sy differ from these estimates under
different assumptions or conditions.

Revenue Recognitic

The Company recognizes revenue for the majoritysgroducts upon the transfer of title and rislowfership, which is generally upon
shipment to the customer. Contracts and custonreeagents generally specify F.O.B. shipping poinhge Under agreements with certain
customers, custom products may be stored by thep@oyrfor future delivery. In these situations, @@mpany may also receive a logistics or
warehouse management fee for the services it peevid certain of these cases, delivery and biliclgedules are outlined in the customer
agreement and product revenue is recognized whenfarzturing is complete, title and risk of ownepstransfer to the customer, and there is
reasonable assurance as to collectability. Becaulsstantially all of the Comparsyproducts are customized, product returns arsignificant;
however, the Company accrues for the estimated anaficustomer credits at the time of sale.

Revenue from services is recognized as servicegaafermed. Within the Company’s financial printesations, which serve the global
financial services end market, the Company prodhagdy customized materials, such as regulatofif83s and initial public offerings
documents, as well as EDGAR-related and
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XBRL services. Revenue is recognized for theseices\following final delivery of the printed produar upon completion of the service
performed. With respect to the Company’s logistiperations, whose operations include the delivéprioted material, the Company
recognizes revenue upon completion of the delieéiservices. Revenues related to the Company’s gal@operations, which include digital
content management, photography, color servicepagd production, are recognized in accordancetivittierms of the contract, which are
typically upon completion of the performed sende®l acceptance by the customer.

Certain revenues earned by the Company requirerjadgto determine if revenue should be recordedsgas a principal or net of related
costs as an agent. Billings for third-party shigpamd handling costs, primarily in the Companytgidtics operations, and out-of-pocket
expenses are recorded gross. In the Company’s Glolbakey Solutions operations, each contract elated using various criteria to
determine if revenue for components and other rniadgéeshould be recognized on a gross or net biasgeneral, these revenues are recognize
on a gross basis if the Company has control ovecteg vendors and pricing, is the primary obligothe arrangement and bears credit risk
and the risk of loss for inventory in its possessiRevenue from contracts that do not meet thesiaris recognized on a net basis. Many of
the Company'’s operations process materials, priynaaiper, that may be supplied directly by custaermay be purchased by the Company
and sold to customers. No revenue is recognizedustomer-supplied paper, but revenues for Comgapylied paper are recognized on a
gross basis. As a result, the Company’s reportied send margins may be impacted by the mix of enstesupplied paper and Company-
supplied paper.

The Company records deferred revenue in situatidrese amounts are invoiced but the revenue redogrititeria outlined above are
not met. Such revenue is recognized when all @ite subsequently met.

Accounts Receivab

The Company maintains an allowance for doubtfubaats, which is reviewed for estimated losses tiegufrom the inability of its
customers to make required payments for productsarvices. Specific customer provisions are mauaenva review of significant outstandi
amounts, utilizing information about customer ctedrthiness and current economic trends, indicdtascollection is doubtful. In addition,
provisions are made at differing rates, based uperage of the receivable and the Company’s pdlsiction experience. The Company’s
estimates of the recoverability of accounts redd&aould change, and additional changes to tlogvathce could be necessary in the future, if
any major customer’s creditworthiness deterioratesctual defaults are higher than the Compangw®lical experience.

Inventories

The Company records inventories at the lower of cpsarket value. A majority of the Company’s int@ries are valued under the last-
in first-out (LIFO) basis. Changes in inflation indices ncayse an increase or decrease in the value oftonesn accounted for under the LI
costing method. The Company maintains inventoigvainces for excess and obsolete inventories detechin part by future demand
forecasts. If there were a sudden and significantahse in demand for its products, or if theresvaehigher incidence of inventory
obsolescence because of changing technology atoheeisrequirements, the Company could be requoéddrease its inventory allowances.

Goodwill and Other Long-Lived Assets

The Company’s methodology for allocating the pusehprice of acquisitions is based on establish&dtian techniques that reflect the
consideration of a number of factors, includinguadions performed by third-party appraisers whemapriate. Goodwill is measured as the
excess of the cost of an acquired entity over délivevhlue assigned to identifiable assets acqudretlliabilities assumed. Based on its
organization structure, the Company has identiiiéelen reporting units for which cash flows ardateninable and to which goodwill may be
allocated. Goodwill is either assigned to a speciporting unit or allocated between reportingsibased on the relative excess fair value of
each reporting unit. When the Company’s organinagiucture
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changes, new or revised reporting units may betifikth and goodwill is reallocated, if necessdrgised on relative excess fair value.

The Company performs its goodwill impairment testaually as of October 31, or more frequently ieaent occurs or circumstances
change that would more likely than not reduce #ievialue of a reporting unit below its carryingua The Company performs an interim
review for indicators of impairment at each quaded to assess whether an interim impairment reigeequired for any reporting unit. As
part of its interim reviews, management analyzdsmi@l changes in the value of individual repagtimits based on each reporting unit’s
operating results for the period compared to exgibrtsults as of the prior year's annual impairnesit In addition, management considers
how other key assumptions, including discount ratesexpected long-term growth rates, used inaseannual impairment test, could be
impacted by changes in market conditions and ecanewents. Based on these interim assessmentsgeraeat concluded that as of the
interim periods, no events or changes in circunt&amdicated that it was more likely than not thatfair value for any reporting unit had
declined below its carrying value.

As of October 31, 2012, all reporting units had dwitl except for commercial, business process autsag, Canada and Latin America.
Those reporting units with goodwill as of Octobé&r 3012 were reviewed for impairment using eithgualitative or quantitative assessment.

Qualitative Assessment for Impairment

For the forms and labels reporting unit, the Conypgagrformed a qualitative assessment to determhwethver it was more likely than not
that the fair value of the reporting unit was ltsan its carrying amount. In performing this anelytke Company considered various factors,
including the effect of market or industry changes the reporting unit’s actual results comparegrtjected results.

As part of the qualitative review for impairmentanagement analyzed the potential change in fairevaf the forms and labels reporting
unit based on its operating results for the tentimoended October 31, 2012 compared to expectallsesn addition, management considerec
how other key assumptions, such as the discoumtwaed in the 2011 impairment test could be ingghby changes in market conditions and
economic events. Since October 31, 2011, the maetee of the Company’s stock has decreased ankktngields on the Company’s debt
have remained relatively constant, which managemamsidered in performing its qualitative assesgraéwhether it was more likely than r
that the fair value of the reporting unit was I its carrying value. Based on this qualitaiseessment, management concluded that as o
October 31, 2012, it was more likely than not that fair value of the forms and labels reporting was greater than its carrying value. The
forms and labels reporting unit’s goodwill balaneas $7.2 million as of October 31, 2012, relateth®acquisition of Stratus on
November 21, 201:

Quantitative Assessment for Impairment

For the remaining ten reporting units with goodyaltwo-step method was used for determining golbdwpairment. In the first step
(“Step One"), the Company compared the estimatied/éue of each reporting unit to its carrying amy including goodwill. If the carrying
amount of a reporting unit exceeded the estimat@d/alue, the second step (“Step Two”) was conepléd determine the amount of the
impairment charge. Step Two requires the allocaiothe estimated fair value of the reporting toithe assets, including any unrecognized
intangible assets, and liabilities in a hypothétimachase price allocation. Any remaining unaltedsfair value represents the implied fair
value of goodwill, which is compared to the cor@sging carrying value of goodwill to compute theodwill impairment charge.

As part of its impairment test for these reportimits, the Company engaged a third-party appréisalto assist the Company in its
determination of the estimated fair value. Thised®ination included estimating the fair value udiogh the income and market approaches.
The income approach requires management to estaraienber of factors for each reporting unit, idahg projected future operating results,
economic projections,
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anticipated future cash flows, discount rates &edailocation of shared or corporate items. Theketaapproach estimates fair value using
comparable marketplace fair value data from withtomparable industry grouping. The Company weibtgh the income and market
approach equally to estimate the concluded fauevaf each reporting unit.

The determination of fair value in Step One andalhecation of that value to individual assets &abilities in Step Two required the
Company to make significant estimates and assunmgtibhese estimates and assumptions primarilydedubut are not limited to: the
selection of appropriate peer group companies;robptemiums appropriate for acquisitions in théustries in which the Company competes;
the discount rate; terminal growth rates; and fasex of revenue, operating income, depreciatioreamattization, restructuring charges and
capital expenditures. The allocation of fair valuler Step Two required several analyses to daterthe fair value of assets and liabilities
including, among others, trade names, custometioahips, and property, plant and equipment.

As a result of the 2012 annual goodwill impairmest, the Company recognized a total non-cash ehazfr§§848.4 million for the
impairment of goodwill in the magazines, catalogd eetail inserts, books and directories and Eureperting units. The goodwill impairment
charge resulted from reductions in the estimated/édue of these reporting units, based on lowgreetations for future revenue, profitability
and cash flows as compared to expectations agdash annual goodwill impairment test. The lowgpextations for magazines, catalogs and
retail inserts were due to price pressures driveaxtess capacity in the industry and erosion gdagks and circulation of magazines. The
lower expectations for books and directories were th lower demand for educational books as atre$state and local budget constraints,
impact of electronic substitution on consumer band directory volumes and price pressure driveaxmgss capacity in the industry. The
lower expectations for Europe were due to loweurws from existing customers and price pressuresrdby excess capacity in the industry.
As of December 31, 2012, there was $18.1 milliogaddwill remaining in the magazines, catalogs itdil inserts reporting unit. The books
and directories and Europe reporting units hadeneaining goodwill as of December 31, 2012.

Goodwill Impairment Assumptions

Although the Company believes its estimates of\falue are reasonable, actual financial resultédcdiffer from those estimates due to
the inherent uncertainty involved in making suctineates. Changes in assumptions concerning fulmaadial results or other underlying
assumptions could have a significant impact oreeithe fair value of the reporting units, the antaafrthe goodwill impairment charge, or
both. Future declines in the overall market valtithe Company’s equity and debt securities may sdsalt in a conclusion that the fair value
of one or more reporting units has declined belsvearrying value.

One measure of the sensitivity of the amount ofdgalh impairment charges to key assumptions isahmunt by which each reporting
unit “passed” (fair value exceeds the carrying amtpar “failed” (the carrying amount exceeds failwe) Step One of the goodwill impairment
test. For the seven reporting units that passeu Gte, fair values exceeded the carrying amountsebyeen 17.4% and 382.0% of their
respective estimated fair values. Relatively sroiadinges in the Comparsykey assumptions would not have resulted in adjtiadal reporting
units failing Step One. For the three reportingsuthiat failed, the carrying amounts exceededviine by between 62.8% and 184.8% of their
estimated fair values. Relatively small changdseiyn assumptions would not have resulted in thgsertieag units passing Step One.

Generally, changes in estimates of expected futasd flows would have a similar effect on the eated fair value of the reporting unit.
That is, a 1.0% decrease in estimated annual feashk flows would decrease the estimated fair vaduke reporting unit by approximately
1.0%. The estimated long-term net sales growthaatehave a significant impact on the estimatearéucash flows, and therefore, the fair
value of each reporting unit. A 1.0% decrease énltimg-term net sales growth rate would have redutt no additional reporting units failing
Step One of the goodwill impairment test. Of thieentkey assumptions that impact the estimated/éires, most reporting units have the
greatest sensitivity to changes in the estimatecodint rate. The discount
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rate for the reporting units in the U.S. Print &wlated Services segment was estimated to be 101088 reporting units as of October 31,
2012. Estimated discount rates for units in therimitional segment ranged from 12.0% to 16.0% .08lincrease in estimated discount rates
would have resulted in no additional reporting siféliling Step One. The Company believes thatstsrates of future cash flows and discount
rates are reasonable, but future changes in therlyimy assumptions could differ due to the inhérercertainty in making such estimates.
Additionally, further price deterioration or loweolume could have a significant impact on the Yailues of the reporting units.

Other Long-Lived Assets

The Company evaluates the recoverability of otbegilived assets, including property, plant andigment and certain identifiable
intangible assets, whenever events or changescanestances indicate that the carrying amount afsset or asset group may not be
recoverable. The Company performs impairment tefStsdefinite-lived intangible assets on an anrhedis or more frequently in certain
circumstances. Factors which could trigger an immpant review include significant underperformaneiative to historical or projected future
operating results, significant changes in the manhase of the assets or the strategy for theadMeusiness, a significant decrease in the
market value of the assets or significant negatideastry or economic trends. When the Company detess that the carrying amount of long-
lived assets may not be recoverable based upaexibence of one or more of the indicators, thetasare assessed for impairment based on
the estimated future undiscounted cash flows erpletct result from the use of the asset and itstaaédisposition. If the carrying amount of
an asset exceeds its estimated future undiscosattflows, an impairment loss is recorded foretkeess of the asset’s carrying amount over
its fair value. During the year ended December2B12, the Company recognized non-cash impairmeargels of $158.0 million related to
acquired customer relationship intangible assetliérbooks and directories and magazines, catalogsetail inserts reporting units within the
U.S. Print and Related Services segment and the Aaterica reporting unit within the Internatiorsggment. In addition, the Company
recognized non-cash impairment charges of $23.fomitluring the year ended December 31, 2012,e@ltd land, buildings, machinery and
equipment, leasehold improvements and other aggmisdls, primarily as a result of restructurintjcans.

Commitments and Contingencies

The Company is subject to lawsuits, investigatiang other claims related to environmental, emplayim@ommercial and other matters,
as well as preference claims related to amountived from customers and others prior to their segkankruptcy protection. Periodically, |
Company reviews the status of each significantenaithd assesses potential financial exposuree [ptiential loss from any claim or legal
proceeding is considered probable and the rel&bdity is estimable, the Company accrues a ligbibr the estimated loss. Because of
uncertainties related to these matters, accrualbased on the best information available at the.tiAs additional information becomes
available, the Company reassesses the relatedtigbteability and may revise its estimates.

The Company purchases third-party insurance fokersi compensation, automobile and general lighdiaims that exceed a certain
level. The Company is responsible for the payméntaims below and above these insured limits, @ntsulting actuaries are utilized to assist
the Company in estimating the obligation associatitld incurred losses, which are recorded in aatared other non-current liabilities.
Historical loss development factors for both therfpany and the industry are utilized to projectftitare development of incurred losses, and
these amounts are adjusted based upon actual @ajesience and settlement. If actual experienegaiins development is significantly
different from these estimates, an adjustmentturéuperiods may be required. Expected recovefisaah losses are recorded in other curren
and other non-current assets.

Restructuring

The Company records restructuring charges wheiliieb are incurred as part of a plan approvedrianagement with the appropriate
level of authority for the elimination of duplicaé functions, the closure of
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facilities, or the exit of a line of business, geally in order to reduce the Company’s overall gigticture. The restructuring liabilities might
change in future periods based on several fadtatscould differ from original estimates and asstioms. These include, but are not limited to:
contract settlements on terms different than oalijrexpected; ability to sublease properties basetharket conditions at rates or on timeline:
different than originally estimated; or changestiginal plans as a result of acquisitions. Suciingfes might result in reversals of or additions
to restructuring charges that could affect amoteperted in the Consolidated Statements of Opersidd future periods.

Accounting for Income Tax

Significant judgment is required in determining threvision for income taxes and related accruafemed tax assets and liabilities and
any valuation allowance recorded against defear@ssets. In the ordinary course of businesse threr transactions and calculations wher:
ultimate tax outcome is uncertain. Additionallye tBompany’s tax returns are subject to audit biouarU.S. and foreign tax authorities. The
Company recognizes a tax position in its finanstatements when it is more likely than nae(, a likelihood of more than fifty percent) that
the position would be sustained upon examinatiotakyauthorities. This recognized tax positiorhisrt measured at the largest amount of
benefit that is greater than fifty percent likelybeing realized upon ultimate settlement. The @bdated Financial Statements as of
December 31, 2012 and 2011 reflect these tax pasitiAlthough management believes that its estsrate reasonable, the final outcome of
uncertain tax positions may be materially differizotn that which is reflected in the Company’s bigtal financial statements.

The Company has recorded deferred tax assetsdatatature deductible items, including domestid éoreign tax loss and credit
carryforwards. The Company evaluates these deftasedssets by tax jurisdiction. The utilizatiortleése tax assets is limited by the amou
taxable income expected to be generated withimlba/able carryforward period and other factorscéwingly, management has provided a
valuation allowance to reduce certain of theserdedfetax assets when management has concludedasat] on the weight of available
evidence, it is more likely than not that the defdrtax assets will not be fully realized. If adttesults differ from these estimates, or the
estimates are adjusted in future periods, adjudirierthe valuation allowance might need to benedet. As of December 31, 2012 and 2011,
valuation allowances of $273.6 million and $273ifliom, respectively, were recorded in the Compangonsolidated Financial Statements.

Deferred U.S. income taxes and foreign withholdarges are not provided on the excess of the invadtralue for financial reporting
over the tax basis of investments in those forsigpsidiaries for which such excess is considerdx tpermanently reinvested in those
operations. The Company has recognized deferrelibfailities of $9.1 million as of December 31, 20fkelated to local withholding taxes on
certain foreign earnings that are not considerdzbtpermanently reinvested.

Share-Based Compensation

The Company recognizes share-based compensatiengxpased on estimated fair values for all shaseédbawards made to employees
and directors, including stock options, restricstmtk units and performance share units. The Coynpaoognizes compensation expense for
share-based awards expected to vest on a straightdsis over the requisite service period ofathvard based on their grant date fair value.
The amount of expense recognized for these awardistérmined by the Company’s estimates of sefactirs, including future forfeitures of
awards, expected volatility of the Company’s stankl the average life of options prior to expiratiSee Note 175tock and Incentive
Programs for Employeg, to the Consolidated Financial Statements foh&mrtiscussion.

Pension and Other Postretirement Benefit Pl

The Company records annual income and expense asn@lating to its pension and other postretirenbemiefit plans based on
calculations which include various actuarial asstiomg including discount rates,
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expected long-term rates of return, compensatioreases, turnover rates and health care cost tagesl The Company reviews its actuarial
assumptions on an annual basis as of December 3iofe frequently if a significant event requirirmeasurement occurs) and modifies the
assumptions based on current rates and trends itviseappropriate to do so. The effects of modiiimas are recognized immediately on the
Consolidated Balance Sheet, but are generally @edrinto operating earnings over future periodsh the deferred amount recorded in
accumulated other comprehensive income (loss) Cdmpany believes that the assumptions utilize@@oding its obligations under its plans
are reasonable based on its experience, markettiomsdand input from its actuaries and investnahtisors. The Company determines its
assumption for the discount rate to be used fopgaes of computing pension and other postretirefmemfit plan obligations based on an
index of high-quality corporate bond yields and chat-funding yield curve analysis. The discourgésdor pension benefits at December 31,
2012 and 2011 were 4.2% and 4.9%, respectively dideount rates for postretirement benefits at Ddass 31, 2012 and 2011 were 3.9% anc
4.8%, respectively.

A one-percentage point decrease in the discouss @tDecember 31, 2012 would have increased tharadated benefit obligation and
projected benefit obligation by the following amasifin millions):

Pension Plans

Accumulated benefit obligatic $640.(
Projected benefit obligatic 641.¢

Other Postretirement Benefit Plans

Accumulated benefit obligatic $50.2

Pension and other postretirement benefit plan tmrtions are dependent on many factors, includatgrns on invested assets and
discount rates used to determine pension obligatibhe Company made contributions of $140.7 miltmits pension plans and $8.0 millior
its other postretirement benefit plans in 2012. Toepany estimates that it will make cash contiing totaling approximately $23.1 million
to its pension and other postretirement benefiipla 2013.

On December 20, 2012, the Company announced afaefurther benefit accruals under its U.K. pemgitans as of December 31,
2012. Beginning January 1, 2013, participants akaaening additional benefits under the U.K. plad ao new participants entered these
plans. The plan freeze required a remeasuremehéegdlan’s assets and obligations as of Decemhe2@2, which resulted in a non-cash
curtailment gain of $3.7 million recognized in 2022iditionally, on February 1, 2012, the Companp@mced a freeze on further benefit
accruals under its Canadian pension plans as oflivizt, 2012. On November 2, 2011, the Company amezla freeze on further benefit
accruals under all U.S. pension plans as of DeceBthe?011. The remeasurement of the U.S. pendanspassets and obligations as of
November 2, 2011 resulted in a -cash curtailment gain of $38.7 million recognize@011.

The Company employed a total return investmentagug for its pension and other postretirement biepleins whereby a mix of
equities, fixed income and, for certain pensiomglalternative investments are used to maximigéahg-term return of pension and other
postretirement benefit plan assets. The intentisfdtrategy is to minimize plan contributions lutpgerforming the growth in plan liabilities
over the long run. Risk tolerance is establisheduh careful consideration of plan liabilitiesaplfunded status and corporate financial
condition. The investment portfolios contain a dsiéed blend of equity, fixed income and altermatinvestments. Furthermore, equity
investments are diversified across geography, masggatalization and investment style. Fixed incamestments are diversified across
geography and include holdings of corporate bogdgernment and agency bonds and asset-backedtiescurivestment risk is measured and
monitored on an ongoing basis through annual lighiheasurements, periodic asset/liability studied quarterly investment portfolio reviews.
As the majority of the Company’s pension plans hagen frozen as of December 31, 2012, the Compamiyncies to evaluate its investment
approach and may, over time, transition to a rigkagement
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approach for its pension and other postretiremengfit plan investments. The overall investmengotiye of the risk management approach i
to reduce the risk of significant decreases inplhes’ funded status.

The expected long-term rate of return for plan @sisebased upon many factors including expectsétaslocations, historical asset
returns, current and expected future market camditand risk. In addition, the Company considehedmpact of the current interest rate
environment on the expected long-term rate of refor certain asset classes, particularly fixeebine. The target asset allocation percentage
for both the pension and other postretirement biepkeins was approximately 75.0% for equity andeotbecurities and approximately 25.0%
for fixed income. The expected long-term rate ofime on plan assets assumption at December 31,\28338.5% and 7.5% for the Company’s
major U.S. and Canadian pension plans, respectiaaly 7.6% for the Company’s U.S. other postretmenenefit plan. The expected long-
term rate of return on plan assets assumptionatitidbe used to calculate net pension and othetrptiement benefit plan expense in 2013 is
8.0% and 7.25% for the Company’s major U.S. anda@em pension plans, respectively, and 7.25% ®iQtbmpany’s U.S. other
postretirement benefit plan.

The Company also maintains several pension plaathir international locations. The expected retunm plan assets and discount rates
for these plans are determined based on each pes@stment approach, local interest rates and pdaticipant profiles.

Off-Balance Sheet Arrangements

Other than non-cancelable operating lease commtantire Company does not have béftance sheet arrangements, financings or sy
purpose entities.

Financial Review

In the financial review that follows, the Comparigalisses its consolidated results of operationantiial position, cash flows and certain
other information. This discussion should be readanjunction with the Company’s consolidated ficiahstatements and related notes that
begin on page F-1.

RESULTS OF OPERATIONS FOR THE YEAR ENDED DECEMBER 31, 2012 AS COMPARED TO THE YEAR ENDED

DECEMBER 31, 2011

The following table shows the results of operatiforghe years ended December 31, 2012 and 20lithwéflects the results of acquir
businesses from the relevant acquisition dates:

2012 2011 $ Change % Change
(in millions, except percentages
Net sales
Products $ 8,835.: $ 9,375.: $(540.0) (5.6%)
Services 1,386.¢ 1,235.¢ 150.¢ 12.2%
Total net sale 10,221.¢ 10,611.( (389.)) (3.7%)
Products cost of sales (exclusive of depreciatrmhamortization 6,874.: 7,185.: (311.0 (4.2%)
Services cost of sales (exclusive of depreciatimhamortization 1,014.¢ 906.¢ 108.2 11.9%
Selling, general and administrative expenses (skehuof depreciation and
amortization) 1,102.¢ 1,236.: (133.9) (10.€%)
Restructuring and impairment char—net 1,118 667.¢ 450.7 67.5%
Depreciation and amortizatic 481.¢ 549.¢ (68.9) (12.4%)
Total operating expens 10,591 10,545. 45.¢ 0.4%
Income (loss) from operatiol $ (369.9 $ 65z $(435.0) nm
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Consolidated

Net sales of products for the year ended Decemhe2®L2 decreased $540.0 million, or 5.8%, to $B.,B&nillion versus the same period
in the prior year, including an $87.3 million, aB®, decrease due to the impact of changes ingfo@ichange rates. Net sales of products
decreased in the U.S. Print and Related Servicpaest, resulting from lower overall volume, decexhpass-through paper sales, ongoing
price pressures and a decline in capital marketsé#ctions activity, and in the International segimgrimarily due to changes in foreign
exchange rates. These decreases were partialt bffsorganic growth in Asia, increased volumetsibess process outsourcing and rebate
adjustments to net sales to correct an over-acofuabates due to certain office products custemer

Net sales from services for the year ended DeceBthe2012 increased $150.9 million, or 12.2%, tB886.8 million versus the same
period in the prior year, including a $5.6 milliar, 0.5%, impact of unfavorable changes in foregohange rates. Net sales from services
increased due to higher logistics volume, drivemarily by growth in freight brokerage servicesyvasl as increased volume in XBRL
financial services.

Products cost of sales decreased $311.0 milli¢61874.2 million for the year ended December 31.228ersus the prior year, primarily
due to lower overall volume, as well as lower pensind other postretirement benefit plan expemsésarily resulting from the freeze on
further benefit accruals under all U.S. and Camaginsion plans beginning January 1, 2012 and ApéD12, respectively, and lower
incentive compensation expense, partially offselolaer recovery on print-related by-products anel @ompany’s reinstated 401(k) match.
Products cost of sales as a percentage of prodattales increased from 76.6% to 77.8%, refleatitfgvorable product mix, price pressures,
lower recovery on print-related by-products and@oenpany’s reinstated 401(k) match.

Services cost of sales increased $108.2 millidplt014.8 million for the year ended December 3122¢rsus the prior year primarily
due to higher logistics volume, as well as incrdasBRL financial services volume and the Companginstated 401(k) match, partially off
by lower pension and other postretirement benédit pxpense, resulting from the freeze on furthegreliit accruals under all U.S. and Cana
pension plans, and lower incentive compensatiores@. Services cost of sales as a percentagevafesenet sales decreased from 73.4% to
73.2%, reflecting favorable mix and pricing in Isti€s, lower pension and other postretirement liepkain expense and lower incentive
compensation expense, offset by unfavorable mixpainihg in financial services and the Companyisstated 401(k) match.

Selling, general and administrative expenses dsecc$133.7 million to $1,102.6 million, and from 7% to 10.8% as a percentage of
sales, for the year ended December 31, 2012 vireywior year due to lower pension and other ptistment benefit plan expenses, prima
resulting from the freeze on further benefit actsuender all U.S. and Canadian pension plans,saghgs from restructuring activities and
lower incentive compensation expense.

For the year ended December 31, 2012, the Companayded a net restructuring and impairment prowisio$1,118.5 million compared
to $667.8 million in 2011. In 2012, these chargeduded non-cash pre-tax charges of $848.4 miftiwrthe impairment of goodwill for the
magazines, catalogs and retail inserts and boaksliaectories reporting units within the U.S. Piamid Related Services segment and the
Europe reporting unit within the International segmn The goodwill impairment charge resulted fraductions in the estimated fair value of
the magazines, catalogs and retail inserts, boottglaectories and Europe reporting units, baselbwer expectations for future revenue,
profitability and cash flows as compared to expana as of the last annual goodwill impairment.t&@se lower expectations for magazines,
catalogs and retail inserts were due to price pressdriven by excess capacity in the industryemodion of ad pages and circulation for
magazines. The lower expectations for books aratttiries were due to lower demand for educatiooakb as a result of state and local
budget constraints, the impact of electronic stitstn on consumer book and directory volumes aizkpressure driven by excess capaci
the industry. The lower expectations for Europeendue to lower volumes from existing customers ek pressures driven by excess
capacity in the industry. In addition, the Compasgorded non-cash charges of $158.0 million reladetie impairment of acquired customer
relationship intangible assets in

34



Table of Contents

the books and directories and magazines, catalafysedail inserts reporting units within the U.$inPand Related Services segment and the
Latin America reporting unit within the Internateirsegment. For the year ended December 31, 208 Zampany also recorded $66.6 million
for workforce reductions of 2,200 employees (2,dfi&thom were terminated as of December 31, 201)c@ated with actions resulting from
the reorganization of sales and administrative tions across all segments, the closing of five mfegturing facilities within the U.S. Print and
Related Services segment and one manufacturinigyagithin the International segment and the reongation of certain operations.
Additionally, the Company incurred other restrutgrcharges, including lease termination and ofheitity closure costs of $25.3 million and
impairment charges of $20.2 million, primarily reeld to machinery and equipment associated witlfetiéty closings and other asset
disposals.

For the year ended December 31, 2011, the Companayded a net restructuring and impairment prowisio$667.8 million. In 2011,
these charges included non-cash pre-tax chargk®9@f3 million for the impairment of goodwill fané commercial and forms and labels
reporting units within the U.S. Print and Relatenh&es segment and the Latin America and Cangatatieg units within the International
segment. The goodwill impairment charge resultechfreductions in the estimated fair value of theaeercial, forms and labels, Canada and
Latin America reporting units, based on lower exatans for future revenue, profitability and cdkdws due to continued impacts of
electronic substitution on demand for business $oamd other products, as well as continued priessure. In addition, the Company recordec
a noneash charge of $90.7 million primarily related e impairment of acquired customer relationshipngtble assets in the forms and la
reporting unit within the U.S. Print and Relatedh\&mes segment. For the year ended December 31, #d Company also recorded $76.7
million for workforce reductions of 2,899 employgssbstantially all of whom were terminated as eEBmber 31, 2012) associated with
actions resulting from the reorganization of certgperations, primarily related to the closingseftain facilities and headcount reductions du
to the Bowne acquisition. In addition, these changdated to the closing of five manufacturing lities within the U.S. Print and Related
Services segment. These actions also includecetirganization of certain operations within the UP8nt and Related Services segment, as
well as the reorganization of certain operationhivithe International segment. Additionally, then@any incurred other restructuring
charges, including lease termination and othelifaciosure costs of $59.6 million, of which $151illion related to multi-employer pension
plan complete or partial withdrawal charges priigadtue to the closing of three manufacturing féeiti, and $48.5 million of impairment
charges primarily for land, buildings, machinergla@aguipment and leasehold improvements associdtbdhe facility closings.

Depreciation and amortization decreased $68.3aniio $481.6 million for the year ended December2B12 compared to the prior
year, primarily due to the impact of lower cap&pending in recent years compared to historical$g\certain other intangible assets becor
fully amortized during the period and the impairineh$158.0 million and $90.7 million of other imigible assets in the fourth quarters of 2
and 2011, respectively. Depreciation and amortraiticluded $87.6 million and $112.2 million of artization of other intangible assets
related to customer relationships, patents, tradesnlicenses and agreements and trade namesfgetirs ended December 31, 2012 and
2011, respectively.

The loss from operations for the year ended Decedbe2012 was $369.8 million compared to inconeefioperations of $65.2 million
for the year ended December 31, 2011. The decmaselue to higher restructuring and impairmentgésrlower overall volume, price
declines, lower recovery on print-related by-praduthe Company’s reinstated 401(k) match, higlealthcare costs and wage inflation in
Latin America and Asia, partially offset by costisays from restructuring activities, lower pensamd other postretirement benefit plan
expense net of the prior year gain on pension ikme:at, lower depreciation and amortization expesuse lower incentive compensation
expense.

2012 2011 $ Change % Change
(in millions, except percentages
Interest expen—net $251.¢ $243.: $ 8E 3.5%
Investment and other expense (incc—net 2.2 (10.6 12.¢ nm
Loss on debt extinguishme 16.1 69.¢ (53.9 (77.C%)
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Net interest expense increased by $8.5 milliorteryear ended December 31, 2012 versus the &t primarily due to higher avere
interest rates on senior notes and higher avenragkt €acility borrowings and associated fees, iplytoffset by increased interest income on
short-term investments.

Net investment and other expense (income) for #e@s/ended December 31, 2012 and 2011 was expe$ag8anillion and income of
$10.6 million, respectively. The year ended Decandde 2012 included an impairment loss on an equoitgstment of $4.1 million. The year
ended December 31, 2011 included a $10.0 millian gecognized on the acquisition of Helium, in wihibe Company previously held an
equity investment.

Loss on debt extinguishment for the year ended Déee 31, 2012 was $16.1 million due to the repwehia 2012 of $341.8 million of
the 4.95% senior notes due April 1, 2014 and $160l@®n of the 5.50% senior notes due May 15, 2@%5vell as the termination of the
Previous Credit Agreement. The loss consisted @fZstillion related to the premiums paid, unamediziebt issuance costs and other
expenses, partially offset by the elimination ol #1million of the fair value adjustment on the3#®senior notes. Loss on debt extinguishr
for the year ended December 31, 2011 was $69.®millhe loss was due to the repurchases in 20$227.8 million of the 11.25% senior
notes due February 1, 2019, $100.0 million of tH®25% senior notes due January 15, 2017 and $1Gi0ion of the 5.50% senior notes due
May 15, 2015.

2012 2011 $ Change % Change
(in millions, except percentages
Loss before income tax $(640.0) $(237.9) $(402.6) 169.6%
Income tax expense (bene! 13.€ (116.9 129.¢ nm
Effective income tax rat (2.1%) 49.(%

The effective income tax rate for the year endeddbeer 31, 2012 was negative 2.1% compared toiymdi®.0% in 2011. The 2012
effective tax rate was impacted by the non-dedlectibodwill impairment charges and the recognitd$26.1 million of previously
unrecognized tax benefits due to the resolutioceofain U.S. federal uncertain tax positions a®@24 million benefit related to the decline in
value and reorganization of certain entities witthie International segment, partially offset byaduation allowance provision of $32.7 million
on certain deferred tax assets in Latin Americaapdvision of $11.0 million related to certaimdimn earnings no longer considered to be
permanently reinvested. The effective tax rateaHleryear ended December 31, 2011 reflected re¢ogruf $74.8 million of previously
unrecognized tax benefits due to the expiratiod &. federal statutes of limitations for certaimggeand changes in the expected resolution of
certain state tax matters, as well as the relebgalation allowances on certain deferred tax assethe U.S. and Europe.

Income (loss) attributable to noncontrolling intteewas a loss of $2.2 million for the year endeddénber 31, 2012 and income of $1.5
million for the year ended December 31, 2011.

Net loss attributable to RR Donnelley common shaldgrs for the year ended December 31, 2012 was.468illion, or $3.61 per
diluted share, compared to $122.6 million, or $(Q6é8diluted share, for the year ended Decembe2@1. In addition to the factors described
above, the per share results reflect a decreaseighted average diluted shares outstanding of h8libn primarily due to the purchase of
shares as a result of the accelerated share reysarain 2011.
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U.S. Print and Related Services

The following tables summarize net sales, incoross{] from operations and certain items impactingmarability within the U.S. Print
and Related Services segment:

Year Ended December 31

2012 2011
(in millions, except percentages
Net sales $ 7,511 $ 7,846.F
Income (loss) from operatiol (276.9) 232.¢
Operating margil (3.7%) 3.C%
Restructuring and impairment char—net 1,018.° 505.1
Journalism Online contingent compensal — 15.2

The amounts included in the table below represensales by reporting unit and the descriptionecethe primary products or services
provided by each reporting unit. Included in thesesales amounts are sales of other productsiceg that may be produced within a
reporting unit to meet customer needs and imprgegaiing efficiency.

2012 2011

Reporting unit Net Sales Net Sales $ Change % Change
(in millions, except percentages

Magazines, catalogs and retail insert: $1,836.: $1,919.: $ (83.0 (4.2%)
Variable print 1,190.: 1,250.: (60.0 (4.€%)
Books and directories(i 1,132t 1,277.: (144.¢) (11.2%)
Financial prini 855.¢ 907.¢ (52.0 (5.7%)
Logistics 770.7 688.¢ 81.¢ 11.9%
Forms and label 734.F 789.( (54.5) (6.€%)
Commercia 569.¢ 639.¢ (69.€) (10.9%)
Office products 262.t 220.7 41.¢ 18.€%
Premedie 159.] 154.2 4.¢ 3.2%
Total U.S. Print and Related Servic $7,511.: $7,846.! $(335.9) (4.2%)

(a) Certain prior year amounts were restated to conforthe Compar’s current reporting unit structul

Net sales for the U.S. Print and Related Serviegament for the year ended December 31, 2012 webd $.2 million, a decrease of
$335.4 million, or 4.3%, compared to 2011. Netsaecreased due to lower volume in both books aedtdries, decreases in pass-through
paper sales, lower commercial volume, decreasatnain direct mail and statement printing and pdeelines, partially offset by increased
freight brokerage services volume, the rebate aujists to net sales to correct an over-accruatlwdtes due to certain office products
customers and increased XBRL financial servicesddfick products volume. An analysis of net salgsdporting unit follows:

. Magazines, catalogs and retail inserts: Salesrdstlilue to decreases in péds®ugh paper sales, unfavorable product m
magazines and retail inserts due to lower advegispending, and price pressures, partially ofigdtigher catalog volum:

. Variable print: Sales decreased as a result of@livect mail and statement printing volume dugant to electronic
substitution, a decline in print and fulfillmentlume and lower pricing
. Books and directories: Sales decreased due to legbeme in educational books, consumer books arattiries, primarily

as a result of the continuing impact of lower levef state funding for educational materials ardtebnic substitution of
consumer books, as well as lower pass-through ges in directories and price declines for bopkstially offset by
favorable pricing for directorie:
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. Financial print: Sales decreased primarily due deeline in capital markets transactions activityyer volume in investme
management and other financial print products dsaserice pressures, partially offset by an iaseein XBRL financial
services volume and sales resulting from the aprisof Edgar Online

. Logistics: Sales increased primarily due to higheight brokerage services volume as well as galgglting from the
acquisition of XPO, courier services volume incemasigher fuel surcharges and increased co-mdieapedited logistics
services volume

. Forms and labels: Sales declined due to lower f@mnaslabels volume and price declines, partialfgaifby sales resulting
from the Stratus acquisitio

. Commercial: Sales decreased due to lower volunma éxisting customers as well as price pressi

. Office products: Sales increased as the resutteofébate adjustments described above, binder eolncneases from

existing customers and favorable pricing, primairilyote taking and binder produc

. Premedia: Sales increased due to higher photogisgfrices volume from existing customers, partiaffget by price
declines on contract renews

U.S. Print and Related Services segment income @penations decreased $509.7 million for the yeded December 31, 2012 mainly
driven by higher restructuring and impairment cleardower volume in various products, price dedliard lower recovery on print-related by-
products, partially offset by cost savings fromtmasturing activities, lower depreciation and arigation expense and lower incentive
compensation expense as well as the rebate adjistiahescribed above. Operating margins decreasedfositive 3.0% for the year ended
December 31, 2011 to negative 3.7% for the yeae@mbcember 31, 2012, of which 6.5 percentage paiete due to higher restructuring
impairment charges. The remaining decrease wasodarice declines, unfavorable product mix and loveeovery on print-related by-
products.

International

The following tables summarize net sales, incoromfoperations and certain items impacting compétabiithin the International
segment:

Years Ended December 31

2012 2011
(in millions, except percentages

Net sales $ 2,710.¢ $ 2,764t

Income from operation 79.1 35.4

Operating margil 2.5% 1.2%

Restructuring and impairment char—net 89.2 157.C

Gain on pension curtailme 3.7 —

2012 2011
Reporting unit Net Sales Net Sales $ Change % Change
(in millions, except percentages

Asia $ 685.C $ 629.¢ $ 56.: 8.%%
Business process outsourci 596.4 574.: 22.1 3.8%
Latin America 476.¢ 522.¢ (45.5) (8.7%)
Europe 400.¢ 473.¢ (72.5) (15.2%)
Global Turnkey Solution 289.7 290.¢ (1.2 (0.4%)
Canade 261.( 273.¢ (12.9 (4.7%)
Total Internationa $2,710.¢ $2,764. $ (53.9) (1.€%)
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Net sales for the International segment for the yeded December 31, 2012 were $2,710.8 millicie@ease of $53.7 million, or 1.9%,
compared to the prior year. The net sales decrgaserimarily due to the impact of changes in fgneéxchange rates of $92.9 million, or
3.4%, as well as a decline in capital markets @atisns activity, lower volume in Chile and Brazihd decreased technology manuals volume
in Europe, partially offset by increased volumé\sia and business process outsourcing and higtssrtpaough paper sales in Asia and
Europe. An analysis of net sales by reporting fallibws:

. Asia: Sales increased due to higher volume in mgiokgaproducts and technology manuals, higher baplo’t volume and
increased pa-through paper sales, partially offset by a dedlineapital markets transactions activity and ppoessure

. Business process outsourcing: Sales increaseddigher pass-through sales in print managemetrgased volume from
existing and new customers, and higher outsourméngices volume, partially offset by changes irefgn exchange rates
and lower direct mail volumi

. Latin America: Sales decreased due to changeseéigfoexchange rates, declines in book, catalogweeghzine volume in
Chile, and lower book and forms volume in Brazdrtrlly offset by the favorable impact of inflatiary pricing in Chile,
Brazil and Argentina, higher forms volume in Venelay higher catalog and magazine volume in Arganfimcreased
security products volume in Brazil and higher aagahnd magazine volume in Mexic

. Europe: Sales decreased due to lower technologyafmmolume, changes in foreign exchange ratesceedse in
directories volume and a decline in capital marketssactions activity, partially offset by incredgetail inserts and
magazine volume and higher p-through paper sale

. Global Turnkey Solutions: Sales decreased slighiky to lower volume from the loss of a customeirdu2011, as well as
price pressures, largely offset by volume incre&ses new and existing custome

. Canada: Sales decreased due to declines in forthsommmercial volumes as well as changes in foreigihange rates,
partially offset by higher statement printing volefior a new custome

International segment income from operations ireed&43.7 million primarily due to lower restrudéhgr and impairment charges, cost
savings from restructuring activities, increasetline in certain products and outsourcing servicedced depreciation and amortization
expense, and lower incentive compensation exp@asgally offset by lower capital markets transent activity, decreased technology
manuals and directories volume in Europe, wagatiofh in Latin America and Asia and price pressu@gerating margins increased from
1.3% for the year ended December 31, 2011 to 2d8%é& December 31, 2012, of which 2.5 percentag@pwere due to lower restructuring
and impairment charges. This increase was partidibet by unfavorable mix, wage inflation, priceegsures and higher pass-through sales in
print management.

Corporate

The following table summarizes unallocated opegpgirpenses and certain items impacting companahilthin the activities presented
as Corporate:

Years Ended December 31

2012 2011
(in millions)
Operating expenst $ 1721 $ 203.
Restructuring and impairment char—net 10.€ 5.7
Acquisitior-related expense 2.t 2.2
Gain on pension curtailme — 38.7
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Corporate operating expenses in the year endednilene31, 2012 were $172.1 million, a decrease &f@Gahillion compared to the sa
period in 2011. The decrease was driven by lowasipe and other postretirement benefit plan expenmémarily related to the freeze on
further benefit accruals for all U.S. and Canagtiansion plans beginning January 1, 2012 and Ap@D12, respectively, lower LIFO
inventory provisions and lower incentive comperwagxpense, partially offset by the Company’s ttaitesl 401(k) match and higher
healthcare costs.

RESULTS OF OPERATIONS FOR THE YEAR ENDED DECEMBER 31, 2011 AS COMPARED TO THE YEAR ENDED
DECEMBER 31, 2010

Net Earnings (Loss

Net Earnings
(Loss) Attributable to Attributable to
RR Donnelley
Income Operating RR Donnelley Common
from Common Shareholders per
Operations Margin Shareholders Diluted Share
(in millions, except per share and margin data
For the year ended December 31, 2 $ 555.F 5.5% $ 221.7 $ 1.0¢
2011 restructuring and impairment cha—net (677.9) (6.2%) (532.9 (2.7t
2010 restructuring and impairment cha—net 157.¢ 1.€% 130.( 0.62
Acquisitior-related expense 11.2 0.1% 9.€ 0.0t
2011 gain on Helium investme — — 9.t 0.0t
2011 loss on debt extinguishme — — (44.7 (0.29)
2011 gain on pension curtailme 38.7 0.4% 24.: 0.1z
2011 Journalism Online contingent compensa (15.9) (0.1%) (9.7 (0.0t
2010 Venezuela devaluatit — — 4.t 0.0z
Income tax adjustmen — — 74.¢ 0.3¢
Operations (15.0) (0.€%) (10.6) 0.0¢
For the year ended December 31, 2 $ 65.2 0.€% $ (122.6 $ (0.69

2011 restructuring and impairment charges—niecluded charges of $392.3 million and $90.7 imilfor the impairment of goodwill
and other intangible assets, respectively; $76llfomifor employee termination costs; $59.6 milliohlease termination and other
restructuring costs, including multi-employer pemsplan complete or partial withdrawal charges15.% million due to the closing of
three manufacturing facilities within the U.S. Ramd Related Services segment; and $48.5 milbomipairment of other long-lived
assets, primarily for land, buildings, machinerd aguipment and leasehold improvements associdthdagility closures.

2010 restructuring and impairment charges—niecluded $61.0 million and $26.9 million of noash charges for the impairment of
goodwill and other intangible assets, respectivetgrges of $35.9 million for employee terminatomsts; $29.5 million of lease
termination and other restructuring costs, of wta3.6 million related to multi-employer pensioamplpartial withdrawal charges
primarily attributable to two closed manufacturfagilities within the U.S. Print and Related Seegsegment; and $4.6 million for
impairment of other long-lived assets.

Acquisition-related expenseascluded pre-tax charges of $2.2 million ($2.0 roill after-tax) related to legal, accounting anceoth
expenses for the year ended December 31, 201liatesbwith acquisitions completed or contemplateat. the year ended December 31
2010, these pre-tax charges were $13.5 million .@friillion after-tax).

2011 gain on Helium investmeimcluded a pre-tax gain of $9.8 million as a resiithe acquisition of Helium, in which the Company
previously held an equity investment. The pre-taigs net of the Company’s portion of the tranigactosts incurred by Helium as a
result of the acquisition.

2011 loss on debt extinguishmeintluded a pre-tax loss of $69.9 million on thewmhases of $227.8 million of the 11.25% senioesot
due February 1, 2019, $100.0 million of the 6.12&hior notes due
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January 15, 2017 and $100.0 million of the 5.50%m@eotes due May 15, 2015. The $69.9 million f@eioss also included the
reclassification of a $0.5 million pre-tax lossrfr@accumulated other comprehensive loss to losebhektinguishment due to the change
in the hedged forecasted interest payments regutim the repurchase of the 5.50% senior notes.

2011 gain on pension curtailmemticluded a pre-tax gain of $38.7 million relatedtie remeasurement of the plans’ assets and
obligations that was required with the announced4e on further benefit accruals under all of tbenfany’s U.S. pension plans as of
December 31, 2011.

2011 Journalism Online contingent compensatiorcluded pre-tax expense of $15.3 million rela@dontingent compensation earned
by the prior owners, based on achieving certainma milestones for Journalism Online’s businedswohg its acquisition by the
Company.

2010 Venezuela devaluatiorurrency devaluation in Venezuela resulted in at@xdoss of $8.9 million ($8.1 million after-taahd an
increase in loss attributable to noncontrollingiests of $3.6 million.

Recognition of income tax benefitscluded the recognition of previously unrecognitaxibenefits due to the expiration of U.S. federal
statutes of limitations for certain years. Seeuls®n in Note 12 to the Consolidated Financialedtents.

Operationsireflected a net decrease in volume within the Brét and Related Services segment, higher pemdéomand other benefits-
related expenses and continued price pressurese Tieereases were partially offset by higher volinmike International segment, higl
recovery on by-products, cost savings from restinirg actions, productivity efforts and lower intiga compensation expense. Income
tax expense also decreased due to the recognitipmewously unrecognized tax benefits relatedddain state tax matters. In addition,
purchases of shares pursuant to the Company’s efauechase program resulted in higher interestresg@ and fewer weighted average

shares outstanding. See further details in thevewoff operating results by segment that followbel

The following table shows the results of operatiforghe years ended December 31, 2011 and 20li6hwéflects the results of acquir

businesses from the relevant acquisition dates:

2011 2010 $ Change % Change
(in millions, except percentages
Net sales
Products $ 9,375.: $ 8,956. $ 418.7 4.7%
Services 1,235.¢ 1,062.! 173.2 16.2%
Total net sale 10,611.( 10,018.¢ 592.1 5.8%
Products cost of sales (exclusive of depreciatrmhamortization 7,185.: 6,857.¢ 327.¢ 4.8%
Services cost of sales (exclusive of depreciatimhamortization 906.¢ 785.1 121.t 15.5%
Selling, general and administrative expenses (skawof depreciation and
amortization) 1,236.: 1,123 112.¢ 10.(%
Restructuring and impairment char—net 667.¢ 157.¢ 509.¢ 322.%
Depreciation and amortizatic 549.¢ 539.2 10.7 2.(%
Total operating expens 10,545. 9,463« 1,082.¢ 11.2%
Income from operation $ 652 $ b5b65.F $ (490.9) (88.2%)

Consolidated

Net sales of products for the year ended Decembe2@®L1 increased $418.7 million, or 4.7%, to $9,3Million versus the prior year.
Net sales of products increased due to the acipmisif Bowne, higher volume driven by increasedifess in Asia, Latin America ar

commercial print reporting units, changes in foneig
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exchange rates of $59.5 million, or 0.7%, and iases in pass-through paper sales. These increasepartially offset by decreases in net
sales primarily attributable to lower volume withire books and directories reporting unit, the patibn and distribution of materials for the
U.S. Census in 2010, continued price pressuresagtline in capital markets transactions activity.

Net sales from services for the year ended DeceBhe2011 increased $173.4 million, or 16.3%, t®$%.9 million versus the prior
year. Net sales from services increased due tadbeisition of Bowne and higher logistics volumidditionally, net sales from servic
increased due to changes in foreign exchange o&&& 1 million, or 0.8%.

Products cost of sales increased $327.4 millidkirt@85.2 million for the year ended December 31,12¢rsus the prior year, primarily
due to the acquisition of Bowne and higher materalsts, partially offset by lower incentive comgaiion expense, a gain on pension
curtailment and a higher recovery on by-productsdBcts cost of sales as a percentage of prodattsaies remained constant.

Services cost of sales increased $121.5 millidge@6.6 million for the year ended December 31, 284rsus the prior year, primarily ¢
to the acquisition of Bowne and higher logisticiwoe. Services cost of sales as a percentage shiext decreased from 73.9% to 73.4%,
reflecting lower incentive compensation expensgaia on pension curtailment and productivity impments, partially offset by an
unfavorable mix within the financial print repomgiunit and an increase in costs of transportatithimvthe logistics reporting unit.

Selling, general and administrative expenses ise$112.9 million to $1,236.3 million, or from 2% to 11.7% as a percentage of
consolidated net sales, for the year ended DeceBihed011 versus the prior year, due to the adiprsdf Bowne and higher pension plan and
other benefits-related expenses, partially offyed lgain on pension curtailment. These increases also partially offset by cost savings from
lower incentive compensation expense and restringtactivities.

For the year ended December 31, 2011, the Companayded a net restructuring and impairment prowisio$667.8 million compared
$157.9 million in 2010. In 2011, these chargesudeld non-cash pre-tax charges of $392.3 milliontferimpairment of goodwill for the
commercial and forms and labels reporting unitfiwithe U.S. Print and Related Services segmenttentatin America and Canada repor
units within the International segment. The gootlimpairment charge resulted from reductions inghmated fair value of the commercial,
forms and labels, Canada and Latin America repgpuinits, based on lower expectations for futurenese, profitability and cash flows due to
continued impacts of electronic substitution on dathfor business forms and other products, asagatbntinued price pressure. In addition,
the Company recorded a noash charge of $90.7 million primarily related he impairment of acquired customer relationshiprigtble asse
in the forms and labels reporting unit within theSUPrint and Related Services segment. For thegrebed December 31, 2011, the Company
also recorded $76.7 million for workforce reductmf 2,899 employees (substantially all of whomewerminated as of December 31, 2012)
associated with actions resulting from the reorzmtion of certain operations, primarily relatedhe closings of certain facilities and headct
reductions due to the Bowne acquisition. In additihese charges related to the closing of fiveufaanturing facilities within the U.S. Print
and Related Services segment. These actions a@lsol@d the reorganization of certain operationsiwitwo reporting units within the U.S.
Print and Related Services segment, as well agetirganization of certain operations within twoading units within the International
segment. Additionally, the Company incurred otlestriucturing charges, including lease terminatiwsh @ther facility closure costs of $59.6
million, of which $15.1 million related to multi-goioyer pension plan complete or partial withdraelérges primarily due to the closing of
three manufacturing facilities, and $48.5 millidnrpairment charges primarily for land, buildingsachinery and equipment and leasehold
improvements associated with the facility closings.

For the year ended December 31, 2010, these chiadeded non-cash pre-tax charges of $61.0 mill@rthe impairment of goodwill
for the forms and labels reporting unit within H4eS. Print and Related Services
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segment. The goodwill impairment charge resultechfreductions in the estimated fair value of then®and labels reporting unit, based on
lower expectations for future revenue and cashdldue to continued impacts of electronic substitutin forms demand and increasing price
pressure. In addition, the lower fair value refiduigher estimated spending on information techmyolind capital equipment, in part to better
position this reporting unit for increased growtHabels volume as forms demand continues to dedlinpairment charges also included $26.
million for the impairment of acquired customemat@nship intangible assets in the Global Turnkelutons reporting unit within the
International segment. The impairment of the custorelationship intangible asset primarily resulfiean the termination of a customer
contract. Additionally, for the year ended Decem®kr2010, the Company recorded $35.9 million forkforce reductions of 1,458
employees (all of whom were terminated as of Deearith, 2012) associated with actions resulting ftbenreorganization of certain
operations. These actions included the reorganizati certain operations within the U.S. Print &welated Services segment due to the
acquisition of Bowne. In addition, these actionrduded the closing of three manufacturing faciitieithin the International segment. Further,
continuing charges resulting from the closing o twanufacturing facilities in 2009 within the Intational segment were recorded in 2010.
These actions also included the reorganizatioredfin operations within two reporting units and thosing of one manufacturing facility
within the U.S. Print and Related Services segmaraddition, the Company recorded $4.6 millionimpairment charges of other long-lived
assets and $29.5 million of other restructuringgés. The other restructuring costs included $&8lgon related to multi-employer pension
plan partial withdrawal charges primarily attriboiato two closed manufacturing facilities withimetU.S. Print and Related Services segmen
as well as lease termination and other facilitysule costs.

Depreciation and amortization increased $10.7 onilto $549.9 million for the year ended DecemberZ®11 compared to 2010,
primarily due to higher amortization expense asgedi with customer relationship intangible assessilting from the acquisition of Bowne,
partially offset by the impact of lower capital spgéng in recent years compared to historical lev@kpreciation and amortization included
$112.2 million and $99.3 million of amortization péirchased intangibles related to customer relghips, patents, trade names, licenses and
non-compete agreements for the years ended Decé&hp2011 and 2010, respectively.

Income from operations for the year ended Decei@be2011 was $65.2 million compared to $555.5 onillfor the year ended
December 31, 2010, a decrease of 88.3%. The decnessprimarily driven by higher restructuring amgairment charges, continued price
pressure and higher pension plan and other bemefitsed expenses, partially offset by higher vatuprimarily related to the Bowne
acquisition, a gain on pension curtailment, lowsentive compensation expense and benefits achfemadrestructuring activities.

2011 2010 $ Change % Change
(in millions, except percentages
Interest expen—net $243.: $222.¢ $ 20.7 9.2%
Investment and other expense (incc—net (10.6€) 9.¢ (20.5) nm
Loss on debt extinguishme 69.¢ — 69.¢ nm

Net interest expense increased by $20.7 millioriferyear ended December 31, 2011 versus the samoel n 2010, primarily due to tl
issuance of $400.0 million of 7.625% senior noteslane 21, 2010 and $600.0 million of 7.25% senaies on June 1, 2011, partially offse
the repayment of $325.7 million of 4.95% seniorasathat matured on May 15, 2010. Additionally, in&grest expense increased due to
borrowings under the Previous Credit Agreement tiedithance the Company’s accelerated share repaecfASR”)and increased borrowir
rates and commitment fees as a result of the ratitigns determined by the credit rating agendibese increases were also partially offset by
interest savings due to the repurchase of dehtrie &nd September 2011.

Net investment and other expense (income) for &aes/ended December 31, 2011 and 2010 was incodd million and expense of
$9.9 million, respectively. The year ended Decen®igr2011 included a $10.0 million gain recognipadhe acquisition of Helium, in which
the Company previously held an equity investmeat.year ended December 31, 2010, the Company red@m $8.9 million loss related to
the
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devaluation of the Venezuelan currency, of whict6$8illion increased the loss attributable to nottoalling interests as reflected below.

Loss on debt extinguishment for the year ended Dbee 31, 2011 was $69.9 million. The loss was dubé¢ repurchases of $227.8
million of the 11.25% senior notes due FebruargQi,9, $100.0 million of the 6.125% senior notes dareuary 15, 2017 and $100.0 million of
the 5.50% senior notes due May 15, 2015. Theserseates were repurchased to improve the debt ihaprofile of the Company and to take
advantage of the low interest rate environment.

2011 2010 $ Change % Change
(in millions, except percentages
Earnings (loss) before income ta: $(237.9) $323.( $(560.9) nm
Income tax expense (bene! (116.9 105.¢ (222.2) nm
Effective income tax rat 49.(% 32.8%

The effective income tax rate for the year endede@er 31, 2011 was 49.0% compared to 32.8% in.ZlH®tax benefit for the year
ended December 31, 2011 reflected recognition 4f8illion of previously unrecognized tax benefitse to the expiration of U.S. federal
statutes of limitations for certain years. The 2@ff@ctive tax rate reflected the release of aatidm allowance on deferred tax assets due t
forecasted increase in net earnings for certainatipas within Latin America.

Income (loss) attributable to noncontrolling intgeewas income of $1.5 million for the year ended@&nber 31, 2011 and a loss of $4.6
million for the year ended December 31, 2010. Tss in 2010 as compared to income in 2011 primasflgcts the impact of the 2010
currency devaluation in Venezuela.

Net loss attributable to RR Donnelley common shaldgrs for the year ended December 31, 2011 wa®.61Rillion, or $0.63 per
diluted share, compared to net earnings attribatedRR Donnelley common shareholders of $221.liamjlor $1.06 per diluted share, for the
year ended December 31, 2010. In addition to tbefa described above, the per share results tefléecrease in weighted average dilt
shares outstanding of 15.9 million primarily dueghe purchase of shares during the year ended Dme3d, 2011 as a result of the acceler
share repurchase program.

U.S. Print and Related Services

The following tables summarize net sales, incoramfoperations and certain items impacting compétabiithin the U.S. Print and
Related Services segment:

Year Ended December 31

2011 2010
(in millions, except percentages

Net sales $ 7,846 $ 7,532

Income from operation 232.¢ 638.¢

Operating margil 3.C% 8.5%

Restructuring and impairment char—net 505.1 94.C

Journalism Online contingent compensal 15.2 —

The amounts included in the table below represensales by reporting unit and the descriptionecethe primary products or services
provided by each reporting unit. Included in theeesales amounts are sales of
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other products or services that may be produceumit reporting unit to meet customer needs anddugoperating efficiency.

(@)

2011 2010

Reporting unit Net Sales Net Sales $ Change % Change
(in millions, except percentages

Magazines, catalogs and retail insert: $1,919.: $1,949.( $ (29.9) (1.5%)
Books and directories(i 1,277.: 1,410.¢ (133.9) (9.5%)
Variable print 1,250.: 1,233.¢ 16.7 1.4%
Financial prini 907.¢ 556.5 351.1 63.1%
Forms and Label 789.( 822. (33.9 (4.1%)
Logistics 688.¢ 598.¢ 90.t 15.1%
Commercia 639.€ 588.( 51.€ 8.8%
Office products 220.7 212.¢ .3 3.€%
Premedic 154.2 161.: (7.0 (4.4%)
Total U.S. Print and Related Servic $7,846.! $7,532.: $ 314.c 4.2%

Certain prior year amounts were restated to contorthe Compar’s current reporting unit structui

Net sales for the U.S. Print and Related Serviegment for the year ended December 31, 2011 we8d&B5 million, an increase of

$314.3 million, or 4.2%, compared to 2010. Netsatereased due to the acquisition of Bowne, akasgehigher logistics and commercial
volumes. The increases not related to the Bowneisitign were more than offset by lower volume ooks and directories, the production anc
distribution of materials for the U.S. Census ii@0continued price pressures and a decline irtalaparkets transactions activity within
financial print. An analysis of net sales by repatunit follows:

. Magazines, catalogs and retail inserts: Sales dsededue to continued price pressures and lowamelpartially offset by
higher pas-through paper sale
. Books and directories: Sales decreased primarifyrasult of lower volume in consumer books, edanat books and

directories, as well as lower pagsough paper sales in directories. The decreageimolume of consumer books was du
the increasing popularity of e-books and the ligtimh of a large bookstore chain. The decreasedvolume of educational
books was the result of lower state funding foraadion instructional material

. Variable print: Sales increased due to the acduisif Bowne, higher volume due to a contract veitlarge retail chain and
higher direct mailings from financial services awsers. These increases were partially offset bytbduction and
distribution of materials for the U.S. Census ii@0lower statement printing volume, reduction &g-through postage
sales and increased price press

. Financial print: Sales increased as a result oBibv@ne acquisition and higher volume in compliaand investment
management transactions. These increases werallyastfset by a decline in capital markets trarigans activity.

. Forms and labels: Sales decreased primarily dienter forms volume and continued price pressurbath forms and
labels, partially offset by increased volume indlst

. Logistics: Sales increased primarily due to higbrémt logistics services volumes along with highexl surcharges, as well
as growth in mail center and commingling servi

. Commercial: Sales increased due to higher voluora fiew customers, as well as an increase in pasgefh sales due to
growth in print management, partially offset byrie&sed price pressu

. Office products: Sales increased due to new busifiem existing customer

. Premedia: Sales decreased primarily due to cordipuee pressures and lower volume from existirgi@mers, partially

offset by higher volume from new custome
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Income from operations decreased $406.0 milliortHeryear ended December 31, 2011, mainly drivehigiyer restructuring and
impairment charges, continued price pressures@merlvolumes in books and directories, partialfisef by the acquisition of Bowne and
lower incentive compensation expense. Operatingimsuidecreased from 8.5% for the year ended Decae®ih010 to 3.0% for the year
ended December 31, 2011, primarily due to highstrueturing and impairment charges. Operating marglso decreased due to higher pass-
through paper sales in magazines, catalogs antlinsirts, increased compliance volume in finahpiint and higher pastiwough sales due
growth in print management.

International
The following tables summarize net sales, incoromfoperations and certain items impacting compétabiithin the International
segment:
Years Ended December 31
2011 2010
(in millions, except percentages

Net sales $ 2,764.t $ 2,486.

Income from operation 35.4 149.t

Operating margil 1.23% 6.C%

Restructuring and impairment char—net 157.C 50.€

2011 2010
Reporting unit Net Sales Net Sales $ Change % Change
(in millions, except percentages

Asia $ 629.¢ $ 550.¢ $ 79.C 14.2%
Business process outsourci 574.: 553.2 20.€ 3.8%
Latin America 522.¢ 457.¢ 64.5 14.1%
Europe 473. 401.¢ 71.€ 17.8%
Global Turnkey Solution 290.¢ 300.¢ (9.7 (3.2%)
Canade 273.€ 222.. 51.t 23.2%
Total Internationa $2,764.1 $2,486. $277.¢ 11.2%

Net sales for the International segment for the gealed December 31, 2011 were $2,764.5 millionpnarease of $277.8 million, or
11.2%, compared to 2010. The net sales increaselweat the acquisition of Bowne, increased busime#\sia and Latin America, changes in
foreign exchange rates of $67.1 million, or 2.7%well as higher pass-through paper sales. An sisaty net sales by reporting unit follows:

Asia: Sales increased due to higher domestic sdlestalogs and retail inserts, increased voluramfrechnology manuals
and packaging products and changes in foreign exggheates, partially offset by a decline in capitarkets transactions
activity and continued price pressur

Business process outsourcing: Sales increaseddiahges in foreign exchange rates and higherthessgh sales,
partially offset by lower direct mailings and exp@ contracts

Latin America: Sales increased due to increasedmeneial print volumes in Argentina, Chile and Mexibigher sales of
books in Brazil and Chile, as well as changes irifm exchange rates, partially offset by the cargd decline in forms
volumes in Brazil and continued price pressu

Europe: Sales increased due to higher pagsigh paper sales, changes in foreign exchangs, iacreased commercial pi
volume and the acquisition of Bowne, partially etfby lower prices, as well as a decrease in tdog@and
telecommunications packaging and directories volt

Global Turnkey Solutions: Sales decreased duewer@olume from existing customers and an expidogtract, partially
offset by volume increases from a new customerrachtind other existing custome

Canada: Sales increased due to the acquisitiomwhB and changes in foreign exchange rates, panidset by a decline
in capital markets transactions activity and lofegms volume
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Income from operations decreased $114.1 milliortHeryear ended December 31 2011, primarily duegber impairment charges and
continued price pressure, partially offset by thguasition of Bowne. Operating margins decreasem{6.0% for the year ended December 31
2010 to 1.3% for the year ended December 31, 2firharily due to higher impairment charges, incegbgass-through paper sales in Europe
and lower prices, partially offset by higher volume

Corporate

The following table summarizes unallocated opegatirpenses and certain items impacting companakilthin the activities presented
as Corporate:

Years Ended
December 31

2011 2010

(in millions)
Operating expense¢ $ 203.1 $ 232¢
Restructuring and impairment char—net 5.7 13.2
Acquisitior-related expense 2.2 13t
Gain on pension curtailme 38.7 —

Corporate operating expenses for the year endedrblger 31, 2011 were $203.1 million, a decreas@8f8million compared to 2010.
The decrease was primarily driven by a gain onipensurtailment of $38.7 million, largely offset bygher pension plan and other benefits-
related expenses. The decrease was also dueweabad debt provision, as well as a decline irugition-related and incentive compensat
expenses, partially offset by an increase in intiam technology costs related to recent acquisstend higher workers’ compensation
expense.

RESTRUCTURING AND IMPAIRMENT CHARGES

Employee Other Total
2012 Terminations Charges Restructuring Impairment Total
(in millions)
U.S. Print and Related Servic $ 48.5 $ 18.¢ $ 67.2 $ 951.¢ $1,018.°
Internationa 11.4 3.8 15.2 74.C 89.2
Corporate 6.7 2.7 9.4 1.2 10.€
$ 66.€ $ 25.2 $ 91.€ $ 1,026.¢ $1,118.t

During 2012, the Company recorded net restructuaimdjimpairment charges of $1,118.5 million. Thetsarges included $848.4 million
for the impairment of goodwill for the magazineatatogs and retail inserts and books and diregweporting units within the U.S. Print and
Related Services segment and the Europe repontiihgvithin the International segment. In additiéme Company recorded non-cash charges
of $158.0 million related to the impairment of azgd customer relationship intangible assets irbiheks and directories and magazines,
catalogs and retail inserts reporting units witiia U.S. Print and Related Services segment andatire America reporting unit within the
International segment. The Company also record@$aillion of impairment charges, primarily reldte®s machinery and equipment
associated with facility closings and other assgiabals. For the year ended December 31, 201Zah@any recorded $66.6 million for
workforce reductions of 2,200 employees (2,146 bbém were terminated as of December 31, 2012) asealcwith actions resulting from the
reorganization of sales and administrative functiaaross all segments, the closing of five manufami facilities within the U.S. Print and
Related Services segment and one manufacturinigyaci
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within the International segment and the reorgaitinaof certain operations. Additionally, the Comgancurred other restructuring charges,
including lease termination and other facility eloes costs of $25.3 million.

Employee Other Total
2011 Terminations Charges Restructuring Impairment Total
(in millions)
U.S. Print and Related Servic $ 49.2 $ 52.5 $ 101.5 $ 403. $505.1
Internationa 24.2 7.C 31.2 125.¢ 157.(
Corporate 8.8 0.1 3.4 2.3 5.7
$ 76.7 $ 59.€ $ 136.C $ 531t $667.¢

During 2011, the Company recorded net restructuaimdjimpairment charges of $667.8 million. Thesarges included $392.3 million
for the impairment of goodwill within the commercéand forms and labels reporting units, reflectethie U.S. Print and Related Services
segment and the Canada and Latin America repautiitg within the International segment. In addititrese charges included $90.7 million
primarily related to impairment of the acquiredtouser relationship intangible assets in the formd labels reporting unit within the U.S. P
and Related Services segment, as well as $48.pmdf impairment charges, primarily for land, lalifigs, machinery and equipment and
leasehold improvements associated with facilitysiclgs. These charges also included $76.7 milliomfarkforce reductions of 2,899
employees (substantially all of whom were termidate of December 31, 2012) associated with actesdting from the reorganization of
certain operations. These charges are primarigtedlto the closings of certain facilities and teeanht reductions due to the Bowne acquisi
In addition, these charges related to the closfriiye manufacturing facilities within the U.S. Rtiand Related Services segment. These a
also included the reorganization of certain operetiwithin the within the U.S. Print and Relatedvi8®s and International segments.
Additionally, the Company incurred other restrutgrcharges, including lease termination and otheitity closure costs of $59.6 million, of
which $15.1 million related to multi-employer pemsicomplete or plan partial withdrawal charges prily due to the closing of three
manufacturing facilities.

Employee Other Total
201C Terminations Charges Restructuring Impairment Total
(in millions)
U.S. Print and Related Servic $ 5.¢ $ 24.C $ 29.¢ $ 641 $ 94.C
Internationa 17.¢ 4.5 22.4 28.2 50.€
Corporate 12.1 1.C 13.1 0.2 13.2
$ 35.¢€ $ 29k $ 65.4 $ 92t $157.¢

During 2010, the Company recorded net restructuaimdjimpairment charges of $157.9 million. Thesargés included $61.0 million for
the impairment of goodwill within the forms and é&& reporting unit in the U.S. Print and Relatedvi8es segment, $26.9 million for the
impairment of acquired customer relationship inthlegassets in the Global Turnkey Solutions repgrtinit within the International segment
and $4.6 million for the impairment of other lorigeld assets. Additionally, these charges includssl $million related to workforce
reductions of 1,458 employees (all of whom wereteated as of December 31, 2012), associated witbres resulting from reorganization of
certain operations. These actions included thegegoration of certain operations within the U.9nPand Related Services segment due to th
acquisition of Bowne. In addition, these actionduded the closing of three manufacturing faciitieithin the International segment. Further,
continuing charges resulting from the closing o twanufacturing facilities in 2009 within the Intational segment were recorded in 2010.
These actions also included the reorganizatioredfin operations and the closing of one manufargacility within the U.S. Print and
Related Services segment. Finally, the Companyrdeci$29.5 million of other restructuring chargafsyhich $13.6 million related to multi-
employer pension plan partial withdrawal chargesarily attributable to two closed manufacturingifiéies within the U.S. Print and Related
Services segment, as well as lease terminatiorted facility closure costs.
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The Company made cash payments of $101.4 millid@4$ million and $158.1 million for restructuriagtivities during the years end
December 31, 2012, 2011 and 2010, respectivelyh®©$158.1 million paid in 2010, $95.8 million rgld to the termination of a significant
long-term customer contract. These outlays weriatled using cash generated from operations astd@ahand.

In 2013, the Company expects to realize furthet sagings associated with the restructuring actiaken in 2012, primarily through
reduced employee and facility costs. Restructugictgpns included the reorganization of sales amdiridtrative functions across all segments
as well as the closures of six manufacturing faegdiduring the year ended December 31, 2012.ditiad, the Company expects to identify
other cost reduction opportunities within both emtrand newly acquired businesses and possiblyftaltesr actions in 2013, which may result
in significant additional restructuring chargesesé restructuring actions will be funded by castegated from operations and cash on han
if necessary, the Company will fund these costathblizing its credit facilities.

LIQUIDITY AND CAPITAL RESOURCES
The following describes the Company’s cash flowstti@ years ended December 31, 2012, 2011 and 2010.

Cash Flows From Operating Activities

Operating cash inflows are largely attributableates of the Company’s products and services. @pgreash outflows are largely
attributable to recurring expenditures for raw miate, labor, rent, interest, taxes and other dpegactivities.

2012 compared to 2011

Net cash provided by operating activities was $8®illion for the year ended December 31, 2012, gared to $946.3 million for the
year ended December 31, 2011. The decrease irpoagded by operating activities primarily resultiedm higher pension and oth
postretirement benefit plan contributions, lowet sedes and the timing of cash collections, andrgayts related to the Company’s reinstated
401(k) match. These decreases were partially dffgédwer incentive compensation payments in that fuarter of 2012 (for incentives earr
in 2011) compared to 2011 (for incentives earne2Dih0) and shifts in the timing of payments to digog.

2011 compared to 2010

Net cash provided by operating activities was $34#illion for the year ended December 31, 2011, gared to $752.5 million for the
year ended December 31, 2010. The increase intopgrash flow reflected improvements in workingital management, including tl
benefits of process and systems integration effettged to the Bowne acquisition, improved cradid collections efforts, inventory reductic
and increased standardization of vendor paymemisteFhe increase in operating cash flow also raftkthe $57.5 million payment in January
2010 related to the termination of a long-term oomtr contract in 2009 and lower income tax paymélttese increases were partially offset
by higher incentive compensation payments in ttet §juarter of 2011 (for incentives earned in 20d@hpared to 2010 (for incentives earned
in 2009) due to better operating results in 2016amspared to the operating results of 2009. Addéily, the payments for incentives earned in
2009 were deferred equally over four years, wiiikeihcentives earned in 2010 were fully paid inR2@urther decreases were due to
restructuring and pension payments related to ther® acquisition and higher interest payments pilyneelated to the June 2010 issuance of
$400.0 million of long-term senior notes. Higheterest payments were also due to increased borgswinder the Previous Credit Agreement
in 2011 used to finance the Company’s ASR, as aghigher interest rates and commitment fees tktatthe rating actions of credit rating
agencies, as compared to the Company’s borrowinderuthe previous $2.0 billion unsecured and comachitevolving credit facility in place
in 2010.
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Cash Flows From Investing Activities
2012 compared to 2011

Net cash used in investing activities for the yeyaled December 31, 2012 was $284.8 million compar&875.4 million for the year
ended December 31, 2011. Capital expenditurehéoyear ended December 31, 2012 were $205.9 milialecrease of $45.0 million
compared to 2011. The Company also recorded casegds from the sale of investments and othersas6860.7 million during the year
ended December 31, 2012, primarily related to #ie-aseback of an office building and relatecpprty, compared to $27.2 million during
the year ended December 31, 2011. Net cash useddaisitions during the year ended December 312 2¢as $126.9 million for the
acquisitions of Edgar Online, Meisel, XPO and Presmmpared to $142.4 million for the acquisitiaridHelium, Stratus, LibreDigital,
Journalism Online, Genesis and Sequence duringeiieended December 31, 2011. The Company conttoudfaad capital expenditures
primarily through cash provided by operations.

2011 compared to 2010

Net cash used in investing activities for the yeaded December 31, 2011 was $375.4 million compar8674.5 million for the year
ended December 31, 2010. Net cash used for adqossiduring the year ended December 31, 2011 w48.8illion for the acquisitions of
Helium, Stratus, LibreDigital, Journalism Onlinegf@sis and Sequence, compared to $439.8 milliothéacquisitions of Bowne, Nimblefish
and 8touches during the year ended December 30, Zbie Company also used $7.0 million to purchadsag-term investment during the
year ended December 31, 2011. During 2010, the @agnpurchased loi-term investments, as well as short-term depdsitswere
subsequently liquidated, for a net payment of $1ilBon. Capital expenditures for the year endest®mber 31, 2011 were $250.9 million, ar
increase of $21.5 million compared to 2010.

Cash Flows From Financing Activities
2012 compared to 2011

Net cash used in financing activities for the yeaded December 31, 2012 was $438.0 million compar&651.0 million for the year
ended December 31, 2011. During the year endedrBleme31, 2012, the Company received proceeds di.@4Hhillion from the issuance of
8.25% senior notes due March 15, 2019, which, aleitly cash on hand, were used to repurchase $34illi8n of the 4.95% senior notes due
April 1, 2014 and $100.0 million of the 5.50% semotes due May 15, 2015. The Company repaid tB8.$1million of 5.625% senior notes
that matured during the first quarter with borroggrunder the Previous Credit Agreement. Duringytbee ended December 31, 2011, the
Company received proceeds from the issuance of.868illion of 7.25% long-term senior notes due May 2018 and paid $500.0 million for
the acquisition of the Company’s common stock uritdesiccelerated share repurchase, which was entgmeduring the second quarter of
2011. The Company also paid a total of $493.4 amllio repurchase senior notes in the aggregateipairamount of $427.8 million, maturing
February 1, 2019, January 15, 2017 and May 15,.2015

2011 compared to 2010

Net cash used in financing activities for the yeaded December 31, 2011 was $651.0 million comp@ar&88.0 million in 2010. During
the year ended December 31, 2011, the Companywesgtproceeds from the issuance of $600.0 millioloofj-term senior notes and paid
$500.0 million for the acquisition of the Compangtammon stock under its ASR, which was enteredditing the second quarter of 2011.
The Company also paid a total of $493.4 milliomgpurchase senior notes in the aggregate prinaipalint of $427.8 million, maturing
February 1, 2019, January 15, 2017 and May 15, .2ZMése increases were partially offset by proceé&65.0 million received from net
borrowings under the Previous Credit Agreementfd®egember 31, 2011, as compared to $120.0 mifbor2010. For the year ended
December 31, 2010, the Company received proceeb40df.0 million from the issuance of long-term semiotes, paid $325.7 million for the
May 15, 2010 maturity of senior notes and repaid. $2nillion of debt assumed as part of the 201Qsttipns.
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Other

The Company'’s cash balances are held in numerecasidos throughout the world, including substardiamlounts held outside of the
United States. Cash and cash equivalents of $480i@n as of December 31, 2012 included $65.6 immillin the U.S. and $365.1 million at
international locations. In 2013, the Company’sfgn subsidiaries are expected to make intercompawsnents to the U.S. of approximately
$80 million from foreign cash balances as of Decen@i, 2012. These payments will be made in satisfaof intercompany obligations, and
additional payments up to approximately $340 millwith respect to these intercompany obligatiorsexspected to be made in future years.
The Company has recognized deferred tax liabildfe®$9.1 million as of December 31, 2012 relatetbtal withholding taxes on certain
foreign earnings that are not considered to be peemtly reinvested. Certain other cash balancéseiyn subsidiaries may be subject to U.S.
or local country income or withholding taxes if adpated to the U.S. In addition, repatriation ofre foreign cash balances is further restricte
by local laws. Management regularly evaluates wdrefibreign cash balances are expected to be penthaneinvested. This evaluation
requires judgment about the future operating anadity needs of the Company’s foreign subsidiar&sanges in economic and business
conditions, foreign or U.S. tax laws, or the Compaifinancial situation could result in changegftese judgments and the need to record
additional tax liabilities.

Included in cash and cash equivalents of $430.lfomi&t December 31, 2012 were shintm investments in the amount of $96.5 mill
which primarily consist of shoterm deposits and money market funds. These inesgthare with institutions with sound credit rasiramd ar
believed to be highly liquid.

Dividends

Cash dividends paid to shareholders totaled $1®libn, $205.2 million and $214.4 million in 2012011 and 2010, respectively. The
Company'’s Board of Directors must review and apprizdure dividend payments and will determine wheto declare additional dividends
based on the Company’s operating performance, égéature cash flows, debt levels, liquidity neadsl investment opportunities. On
January 10, 2013, the Board of Directors of the gamy declared a quarterly cash dividend of $0.2&pmmon share, payable on March 1,
2013 to shareholders of record on January 25, 2013.

Contractual Cash Obligations and Other Commitmentsand Contingencies
The following table quantifies the Company’s futemntractual obligations as of December 31, 2012:

Payments Due In

Total 2013 2014 2015 2016 2017 Thereafter
(in millions)
Debt $3,429.¢ $ 18.4 $259.. $304.1 $350.7 $525.C $1,972.:
Interest due on debt( 1,522.( 241.( 237.( 224.¢ 216.¢ 170.¢ 432.1
Operating leases(! 606.1 152.2 117.€ 86.2 59.¢ 45.¢ 144.:
Pension and other postretirement benefit plan idarttons 108.1 23.1 85.C — — — —
Outsourced service 110.7 91.t 13.€ 3.8 0.8 0.€ —
Incentive compensatic 46.€ 46.¢€ — — — — —
Deferred compensatic 95.¢ 12.5 2.4 2.3 2.1 2.1 747
Other 129.5c) 91.2 13.F 5.€ 2.1 2.1 14.¢
Total as of December 31, 20 $6,048.: $676.5 $728.f $626.¢ $632.2 $746.1 $2,638.:

(@) Interest due on debt includes scheduled intergsheats, net of $46.5 million of estimated cash imgtserom interest rate swag
(b) Operating leases include obligations to landlo
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(c) Other represents contractual obligations foltiremployer pension withdrawal obligations ($25nillion), employee restructuringelatec
severance payments ($23.4 million), purchasesagepty, plant and equipment ($36.6 million), pusdsof natural gas ($6.6 million)
and contingent consideration ($9.3 million). Adaiitally, the Company has included $8.4 million otertain tax liabilities that are
classified as current liabilities in the Consol@hBalance Sheets as payments due in 2013. Excftatadhe table are $39.5 million of
uncertain tax liabilities, as the Company is unablezasonably estimate the ultimate amount omtinoif settlement or other resolutic

The contractual obligations included above for pemand other postretirement benefit plans inclie2013 and 2014 estimated
contribution payments and do not include the obiliges for subsequent periods, as the Company islena reasonably estimate the ultimate
amount.

The minimum annual contributions to the multi-enygiopension plans are determined by the terms anditions of each plan to which
the Company contributes. Although the Company chouwently estimate the amount of multi-employengion plan contributions that will
be required for 2013, the Company expects conidhstto be consistent with those of prior years.

LIQUIDITY

The Company believes it has sufficient liquiditystgpport its ongoing operations and to invest tarkigrowth to create value for its
shareholders. Operating cash flows and the Cregliéément are the Company’s primary sources ofdiuand are expected to be used for,
among other things, payment of interest and pradayp the Company’s long term debt obligationsjtedpxpenditures as necessary to suppol
productivity improvement and growth, completiorre$tructuring programs, acquisitions and distriimsito shareholders that may be appr
by the Board of Directors.

The Company maintains cash pooling structuresethable participating international locations tovdien the pools’ cash resources to
meet local liquidity needs. Foreign cash balancayg be loaned from certain cash pools to U.S. operaintities on a temporary basis in order
to reduce the Company’s short-term borrowing cosfer other purposes.

On October 15, 2012, the Company entered into B5fillion senior secured revolving credit facilighich expires October 15, 2017.
Borrowings under this Credit Agreement bear intea¢s base or Eurocurrency rate plus an applicablgin determined at the time of the
borrowing. In addition, the Company pays facilignemitment fees. The applicable margin and ratéHferfacility commitment fees are set at
agreed-upon pricing levels until April 15, 2013 awidl thereafter fluctuate dependent on the Crédjteement’s credit ratings. The Credit
Agreement replaced the Previous Credit Agreemeitthwivas due to expire on December 17, 2013. Allam®outstanding under the Previ
Credit Agreement were repaid with borrowings urttierCredit Agreement. The Credit Agreement is deedeneral corporate purposes,
including acquisitions and letters of credit. Then@pany’s obligations under the Credit Agreementgar@ranteed by material domestic
subsidiaries and are secured by a pledge of thigyeqterests of certain subsidiaries, includingsiof its domestic subsidiaries, and a security
interest in substantially all of the domestic catrassets and mortgages of certain domestic repepty of the Company.

The Credit Agreement is subject to a number of nams, including a minimum Interest Coverage Ratid a maximum Leverage Ratio,
as defined and calculated pursuant to the Credieément, that, in part, restrict the Company’sigtid incur additional indebtedness, create
liens, engage in mergers and consolidations, medteécted payments and dispose of certain assdtmay also limit the use of proceeds. The
Credit Agreement generally allows annual divideagiments of up to $200.0 million in aggregate, tHoadditional dividends may be allowed
subject to certain conditions. As of December 32 the Company had $71.1 million in outstandettets of credit, of which $38.9 million
reduced the availability under the Credit Agreem&here were no borrowings under the Credit Agredrae of December 31, 2012, leaving
approximately $1.1 billion of
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availability under the Credit Agreement. Basedlm€ompany’s results of operations for the yeaedridecember 31, 2012 and existing debt
the Company had the ability to utilize approximgt®l.1 billion of availability under the Credit Aggment and not be in violation of the terms
of the agreement.

The Company was in compliance with its debt covenaa of December 31, 2012, and expects to remaiampliance based on
management’s estimates of operating and finanegallts for 2013 and the foreseeable future. Howeettinuing declines in market and
economic conditions or demand for certain of thenfany’s products and services could impact the Gmyip ability to remain in complianc
with its debt covenants in future periods. As otBmber 31, 2012, the Company met all the conditiegsired to borrow under the Credit
Agreement and management expects the Company tmgerio meet the applicable borrowing conditions.

The failure of a financial institution supportirtget Credit Agreement would reduce the size of then@my’s committed facility unless a
replacement institution was added. Currently, thed@ Agreement is supported by fifteen U.S. andrimational financial institutions.

The Company also had $170.0 million in credit fiie# outside of the U.S. as of December 31, 2@idst of which were uncommitted.
As of December 31, 2012, total borrowings underGhedit Agreement and the Foreign Facilities (tBerhbined Facilities”) were $10.4
million. At December 31, 2012, approximately $1ifidn was available under the Company’s CombinediRies.

On August 1, 2012, Standard & Poor’s Rating Ses/{¢8&P”) lowered the Company’s long-term corporatedit and senior unsecured
debt ratings from BB+ with a negative outlook to Righ a stable outlook. On September 19, 2012, @&$tgned a rating of BBB- to the
Credit Agreement. On November 6, 2012, S&P reaBuinf€ompany’s long-term corporate credit rating Bf&hd revised the outlook from
stable to negative.

On September 19, 2012, Moody’s Investors Serviceqdy's) lowered the Company’s senior unsecured dlitgs from Ba2 to Ba3,
assigned a rating of Baa2 to the Credit Agreemedtraaffirmed the Company’s long-term corporateilanating of Ba2 with a negative
outlook.

As a result of the August 1, 2012 downgrade by SRP jnterest rate on the Company’s 11.25% sermt@sdue February 1, 2019 was
increased from 12.0%, as of the June 13, 2012 dmmdegoy Moody'’s, to 12.25%. The September 19, 2@ngrade by Moody’s further
increased the rate on these notes from 12.25%.50%2 Subsequent to April 15, 2013, the applicafdegin used in the calculation of interest
on borrowings under the Credit Agreement and raté¢hfe related facility commitment fees will fluetie dependent on the Credit Agreement’s
credit ratings. The terms and conditions of futooerowings may also be impacted as a result ofdtirgs downgrades.

Acquisitions

During the three months ended December 31, 20&82C8&mpany paid $37.5 million, net of cash acquiteghurchase Presort and Meisel.
During the three months ended September 30, 28&@2ZZompany paid $90.1 million, net of cash acquiteghurchase EDGAR Online and
XPO. The Company financed these acquisitions witbhrabination of cash on hand and borrowings unueCredit Agreement and Previous
Credit Agreement.

During the three months ended December 31, 20&ICtmpany paid $29.0 million, net of cash acquiteghurchase Stratus. During the
three months ended September 30, 2011, the Congaaaiyb37.9 million, net of cash acquired, to pusghhibreDigital, Genesis and Sequel
During the three months ended June 30, 2011, thep@ny paid $55.9 million, net of cash acquiredhuechase the remaining equity of
Helium. Additionally, during the three months endédrch 31, 2011, the Company paid $19.6 milliort,afecash acquired, to purchase
Journalism Online. The Company financed the actioins with cash on hand.
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During the three months ended December 31, 20&0Ct&mpany paid $485.6 million to purchase Bownegpefish and 8touches. The
Company financed all of these acquisitions withhoais hand and through borrowings under the prev#@.8 billion unsecured and committed
revolving credit facility.

Debt Issuance

On March 13, 2012, the Company issued $450.0 mitib8.25% senior notes due March 15, 2019. Inteneshe notes is payable semi-
annually on March 15 and September 15 of each geatmencing on September 15, 2012. The net prodemdsthe offering and cash on
hand were used to repurchase $341.8 million ofith8% senior notes due April 1, 2014 and $100.0anibf the 5.50% senior notes due
May 15, 2015.

On June 1, 2011, the Company issued $600.0 mitifah25% senior notes due May 15, 2018. Interegshemotes is payable semi-
annually on May 15 and November 15 of each yeanngencing on November 15, 2011. The net proceeds the offering were used to
repurchase $216.2 million of the 11.25% senior sidige February 1, 2019, $100.0 million of the 6%2&nior notes due January 15, 2017
$100.0 million of the 5.50% senior notes due May2A®L5. The remaining net proceeds were used fegrgkcorporate purposes and to repay
outstanding borrowings under the Previous Credieament. On September 28, 2011, the Company regmedhan additional $11.6 million of
the 11.25% senior notes due February 1, 2019.

On June 21, 2010, the Company issued $400.0 miiiah625% senior notes due June 15, 2020. Intere#ite notes is payable semi-
annually on June 15 and December 15 of each ybarCbmpany used the net proceeds to repay borrewinder the previous $2.0 billion
unsecured and committed revolving credit facilitgttwere drawn on May 13, 2010 and used, togetiteroash on hand, to repay $325.7
million of senior notes due May 15, 2010. The reritaj net proceeds were used for general corporafgopes.

Other Significant Events

On May 3, 2011, the Board of Directors of the Compapproved a program that authorized the repuecbfap to $1.0 billion of the
Company’s common stock through December 31, 208iZenminated its existing authorization of OctoB®8r 2008 for the repurchase of up to
10 million shares. The repurchase authorizatiodsidi obligate the Company to acquire any particaaount of common stock or adopt any
particular method of repurchase.

As part of the share repurchase program, on M@p51, the Company entered into an ASR with an imrest bank under which the
Company agreed to repurchase $500 million of itermon stock. On May 10, 2011, the Company paid 8@®$nillion purchase price and
received an initial delivery of 19.9 million shafesm the investment bank. The shares delivere@wabject to a 20%, or $100.0 million
holdback, which resulted in the Company receivingdditional 9.3 million shares on November 17,200he additional shares received were
calculated based upon the $17.13 volume weightethge price of the Company’s common stock ovenvanaging period, subject to a
discount agreed upon with the investment bank. thercshares were repurchased under this sharectegner program. As of January 1, 2013,
no additional shares may be purchased under theaV2§11 program, as it expired on December 312201

Risk Management

The Company is exposed to interest rate risk owaitmble-rate debt and price risk on its fixecerdebt. At December 31, 2012, the
Company’s exposure to rate fluctuations on varidterest borrowings was $678.8 million, includi®§58.0 million notional value of interest
rate swap agreements (See Notell&rjvatives, to the Consolidated Financial Statements) andgh2iillion in borrowings under international
credit facilities and other long-term debt. Incluglithe effect of the fixed to floating interesteratvaps, approximately 80.3% of the Company’
outstanding term debt was comprised of fixed-r&tet és of December 31, 2012.
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The Company is exposed to the impact of foreigmenay fluctuations in certain countries in whiclojterates. The exposure to foreign
currency movements is limited in many countriesalse the operating revenues and expenses of ibsiga@ubsidiaries and business units are
substantially in the local currency of the counitryhich they operate. To the extent that borrowjrggales, purchases, revenues, expenses or
other transactions are not in the local currencthefsubsidiary, the Company is exposed to curreskyand may enter into foreign exchange
spot and forward contracts to hedge the currerséy As of December 31, 2012, the aggregate notimmalunt of outstanding foreign exchange
forward contracts was approximately $654.2 milli@ee Note 14Derivatives, to the Consolidated Financial Statements). Netalized losse
from these foreign exchange contracts were $23lbmat December 31, 2012. The Company does notesivative financial instruments for
trading or speculative purposes.

The Company assesses market risk based on chanigésrest rates utilizing a sensitivity analy$iattmeasures the potential loss in
earnings, fair values and cash flows based on athgfical 10% change in interest rates. Usingghissitivity analysis, such changes would
have a material effect on interest income or expemsl cash flows and would change the fair valfifised rate debt at December 31, 2012 by
approximately $114.2 million.

OTHER INFORMATION
Environmental, Health and Safety

For a discussion of certain environmental, heattth gafety issues involving the Company, see Not€dfhmitments and Contingencies,
to the Consolidated Financial Statements.

Litigation and Contingent Liabilities

For a discussion of certain litigation involvinget@ompany, see Note 10pmmitments and Contingenciésthe Consolidated Financial
Statements.

New Accounting Pronouncements and Pending AccountinStandards
During 2012, 2011 and 2010, the Company adoptadusaccounting standards. See NoteNkw Accounting Pronouncements the
Consolidated Financial Statements for a descripifcthe accounting standards adopted during 2012.

Pending standards and their estimated effect o&timpany’s consolidated financial statements aseriteed in Note 21New
Accounting Pronouncemer, to the Consolidated Financial Statements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK
Market Risk

The Company is exposed to interest rate risk owait@ble-rate debt, price risk on its fixed-raébtand the impact of foreign currency
fluctuations in certain countries in which it opes The Company discusses risk management inugapiaces throughout this document,
including discussions in Item 7 concerning Liquidiind Capital Resources and in the Notes to Categelil Financial Statements (Note 14,
Derivatives).

Credit Risk

The Company is exposed to credit risk on accowgtsivable balances. This risk is mitigated dudnéoGompany’s large, diverse
customer base, dispersed over various geograpfimneand industrial sectors. No single customermised more than 10% of the
Company’s consolidated net sales in 2012, 201D602The Company maintains provisions for potemtiatlit losses and any such losses to
date have normally been within
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the Companys expectations. The Company evaluates the solvaity customers on an ongoing basis to deternfiadditional allowances f
doubtful accounts need to be recorded. Additionahemic disruptions or a further slowdown in thereamy could result in significant
additional charges.

Commodities

The primary raw materials used by the Company apepand ink. To reduce price risk caused by mdlketuations, the Company has
incorporated price adjustment clauses in certde@ssantracts. Management believes a hypothet@d ¢hange in the price of paper and othe
raw materials would not have a significant effactioe Company’s consolidated annual results ofatfmers or cash flows because these costs
are generally passed through to its customers.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
The financial information required by Item 8 is tained in Item 15 of Part IV.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

As required by Rule 13a-15(b) and Rule 15d-15(e¢hefSecurities Exchange Act of 1934, the Compamgsagement, including the
Chief Executive Officer and Chief Financial Officés responsible for establishing and maintainifigative disclosure controls and procedu
as defined under Rules 13a-15(e) and 15(k) of the Securities Exchange Act of 1934. ABetember 31, 2012, an evaluation was perfol
under the supervision and with the participatiomainagement, including the Chief Executive Offimed Chief Financial Officer, of the
effectiveness of the design and operation of thea@my’s disclosure controls and procedures. Bardtiat evaluation, the Chief Executive
Officer and Chief Financial Officer concluded tllédclosure controls and procedures as of Decenthe2®.2 were effective in ensuring
information required to be disclosed in our SEGorépwas recorded, processed, summarized, andeedpaithin the time periods specified in
the SEC's rules and forms, and that such informatias accumulated and communicated to our managemelnding our Chief Executive
Officer and Chief Financial Officer, as approprjateallow timely decisions regarding required thsare.

Changes in Internal Control Over Financial Reporting

There have not been any changes in the Compartgisai control over financial reporting (as definedRules 13a-15(f) and 15d-15(f)
under the Securities Exchange Act of 1934) thatioed during the quarter ended December 31, 20dt2hthive materially affected, or are
reasonably likely to materially affect, the Companpternal control over financial reporting.

Report of Management on Internal Control Over Finarcial Reporting

The management of the Company, including the Coripahief Executive Officer and Chief Financial @€r, is responsible for
establishing and maintaining adequate internalroboter financial reporting (as defined in Rul&ail5(f) and 15d-15(f) under the Securities
Exchange Act of 1934).

Management of the Company, including the Compa@yief Executive Officer and Chief Financial Officassessed the effectiveness o
the Company’s internal control over financial rejpay as of December 31,
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2012. Management based this assessment on cfaeg&ective internal control over financial regiog described in “Internal Control—
Integrated Framework” issued by the Committee afr8pring Organizations of the Treadway Commission.

Based on this assessment, management determirigdgitd December 31, 2012, the Company maintagffedtive internal control over
financial reporting.

Deloitte & Touche LLP, an independent registerellipiaccounting firm, who audited the consolidafiedncial statements of the
Company included in this Annual Report on Form 10H&s also audited the effectiveness of the Cogipamternal control over financial
reporting as stated in its report appearing below.

February 26, 2013
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
R.R. Donnelley & Sons Company
Chicago, lllinois

We have audited the internal control over finangglorting of R.R. Donnelley & Sons Company andsgdilries (the “Company”) as of
December 31, 2012, based on criteria establishbdemal Control—Integrated Framewoiksued by the Committee of Sponsoring
Organizations of the Treadway Commission. The Camsamanagement is responsible for maintaining effedtiternal control over financi
reporting and for its assessment of the effectigerd internal control over financial reportingelided in the accompanying Report of
Management on Internal Control over Financial Reépgr Our responsibility is to express an opiniantbe Company’s internal control over
financial reporting based on our audit.

We conducted our audit in accordance with the stedwof the Public Company Accounting Oversighti@d&/nited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whetheatigéfénternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegtéfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeliéve that our audit provides a
reasonable basis for our opinion.

A company'’s internal control over financial repodiis a process designed by, or under the supenvidi the company’s principal
executive and principal financial officers, or pErs performing similar functions, and effected g tompany’s board of directors,
management, and other personnel to provide reakpassurance regarding the reliability of financeglorting and the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles. A comgisaimternal control over financial
reporting includes those policies and proceduras(th) pertain to the maintenance of records thakasonable detail, accurately and fairly
reflect the transactions and dispositions of tleetesof the company; (2) provide reasonable asserduat transactions are recorded as
necessary to permit preparation of financial stat@sin accordance with generally accepted acoagiptinciples, and that receipts and
expenditures of the company are being made ordg@ordance with authorizations of management amedtdirs of the company; and
(3) provide reasonable assurance regarding prereatitimely detection of unauthorized acquisitiose, or disposition of the company’s
assets that could have a material effect on ttanéiial statements.

Because of the inherent limitations of internaltcoinover financial reporting, including the possti of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventatktected on a timely basis. Also,
projections of any evaluation of the effectivenesthe internal control over financial reportingftdure periods are subject to the risk that the
controls may become inadequate because of chamgesdlitions, or that the degree of compliance Withpolicies or procedures may
deteriorate.

In our opinion, the Company maintained, in all maleespects, effective internal control over fingl reporting as of December 31,
2012, based on the criteria establishethtarnal Control—Integrated Framewoiksued by the Committee of Sponsoring Organizatidrike
Treadway Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
consolidated financial statements as of and foy#sr ended December 31, 2012 of the Company ancepart dated February 26, 2013
expressed an unqualified opinion on those finarstatements.

/s/ DELOITTE & TOUCHE LLF
Chicago, lllinois
February 26, 2013
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ITEM 9B. OTHER INFORMATION
None.
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PART IlI

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF R.R. DONNELLEY & SONS COMPANY AND CORPORATE
GOVERNANCE

Information regarding directors and executive @fscof the Company is incorporated herein by refeeo the descriptions under
“Proposal 1: Election of Directors,” “The Board'®@mittees and their Functions” and “Section 16(@p&ficial Ownership Reporting
Compliance” of our Proxy Statement for the Annuadting of Shareholders scheduled to be held Mag@B3 (the “2013 Proxy Statement”).
See also the information with respect to our exeeutfficers at the end of Part | of this Reportanthe caption “Executive Officers of R.R.
Donnelley & Sons Company.”

The Company has adopted a policy statement en@ibetk of Ethicshat applies to our chief executive officer and semior financial
officers. In the event that an amendment to, onever from, a provision of th€ode of Ethicss made or granted, the Company intends to pos
such information on its web siteww.rrdonnelley.comA copy of ourCode of Ethicdias been filed as Exhibit 14 to the Company’s Riepor
Form 10-K for the fiscal year ended December 30320

ITEM 11. EXECUTIVE COMPENSATION

Information regarding executive and director congagion is incorporated by reference to the materialer the captions “Compensation
Discussion and Analysis,” “Human Resources CommiReport,” “Executive Compensation,” “Potential Regnts Upon Termination or
Change in Control,” and “Director Compensation'tlod 2013 Proxy Statement.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Information regarding security ownership of certa@neficial owners and management is incorporageelii by reference to the material
under the heading “Stock Ownership” of the 201k 18tatement.

Equity Compensation Plan Information

Information as of December 31, 2012 concerning amsation plans under which RR Donnelley’s equitusiéies are authorized for
issuance was as follows:

Equity Compensation Plan Information

Number of Securities Number of Securities
Weighted-Average Remaining Available for
to Be Issued upon Exercise Price of Future Issuance under
Exercise of Outstanding Options Equity Compensation Plan:
Outstanding Options.
Warrants and (Excluding Securities
Plan Category(a) Warrants and Rights Rights(d) Reflected in Column (1))
(in thousands) (in thousands)
. . [ 2) @3)
Equity compensation plans approve
by security holders(t 8,864.( $ 18.9: 9,774.((e)
Equity compensation plans not
approved by security holdersi 148.5 18.8( —
Total 9,012 $ 18.9:2 9,774.(

(&) Upon the acquisition of Moore Wallace on Februafy2004, stock options and units outstanding uodarin Moore Wallace plans wi
exchanged for or converted into stock options aritswith respect ti
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common stock of the Company. As of December 312287,250 shares were issuable under these plamsthp exercise of stock
options with a weighted average exercise priceshare of $16.73. Information regarding these awardst included in the tabl

(b) Includes 4,333,613 shares issuable upon the vestirestricted stock unit:

(c) Represents the 2000 Br-Based Incentive Pla

(d) Restricted stock units were excluded when detengittie weighte-average exercise price of outstanding options,amésrand rights

(e) All of these shares are available for issuammer the 2012 Performance Incentive Plan. The E&tformance Incentive Plan allows
grants in the form of cash or bonus awards, stqtions, stock appreciation rights, restricted st@tkick units or combinations thereof.
The maximum number of shares of common stock tlzgt loe granted with respect to bonus awards, inetugerformance awards or
fixed awards in the form of restricted stock orestform, is 10,000,000 in the aggregate, of whi@v9,952 remain available for issuai

2000 Broad-Based Stock Incentive Plan

In 2000, the Board of Directors approved the adoptif the 2000 Broad-Based Stock Incentive Plaf@2Broad-Based Plan) to provide
incentives to key employees of the Company ansubsidiaries. Awards under the 2000 Broad-Basea Wéae generally not restricted to any
specific form or structure and could include, withbmitation, stock options, stock units, restedtstock awards, cash or stock bonuses and
stock appreciation rights. The 2000 Brdaased Plan is administered by the Human Resourgasittee of the Board of Directors, which n
delegate its responsibilities to the chief exeaubificer or another executive officer. The 2000&i-Based Plan was terminated in February
2004 and no new awards may be made under the plan.

Originally, 2,000,000 shares of RR Donnelley comrstotk were reserved and authorized for issuanderithe 2000 Broad-Based Plan.
An additional 3,000,000 shares (for an aggregate@J0,000 shares) were subsequently reservedudindrazed for issuance under the 2000
Broad-Based Plan. As of December 31, 2012, optopsirchase 148,494 shares of common stock westamaling under the 2000 Broad-
Based Plan. These options have a purchase prieg e fair market value of a share of commalstt the time of the grant. All of the
outstanding options generally vest over a periothie years, are not exercisable unless vestégedin some cases to early vesting and
exercisability upon specified events, including tleath or permanent disability of the optioneenteation of the optiones’employment und
specified circumstances or a “change in contratt) generally expire ten years after the date afitgido awards other than options were mads
under the 2000 Broad-Based Plan.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS AND DIRECTOR INDEPENDENCE

Information regarding certain relationships anated transactions and director independence ispocated herein by reference to the
material under the heading “Certain Transactiot;je Board’s Committees and Their Functions” anafiidbrate Governance—Independence
of Directors” of the 2013 Proxy Statement.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information regarding principal accounting fees ardvices is incorporated herein by referencedanhterial under the heading “The
Company’s Independent Registered Public Accourfing” of the 2013 Proxy Statement.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(@ 1. Financial Statemen

The financial statements listed in the accompaniidgx (page F-1) to the financial statements ibed fis part of this Annual
Report on Form 10-K.

(b) Exhibits
The exhibits listed on the accompanying index (sdg€ through E-3) are filed as part of this Anrieaport on Form 10-K.
(c) Financial Statement Schedules omil

Certain schedules have been omitted because thieddnformation is included in the consolidatethhcial statements and notes the
or because they are not applicable or not required.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d)f the Securities Exchange Act of 1934, the regiaht has duly caused this
report to be signed on its behalf by the undersigrg thereunto duly authorized, on the 26th day of Heruary 2013.

R.R. DONNELLEY & S oNSC OMPANY

By: /s/ DAaANELN.LEB
Daniel N. Leib
Executive Vice President and Chief Financial Office
(Principal Financial Officer)

Pursuant to the requirements of the Securities Examge Act of 1934, this report has been signed beldw the following persons ol
behalf of the registrant and in the capacities indiated, on the 26th day of February 2013.

Signature and Title Signature and Title
/s/  THoMASsJ. QUINLAN , I /s/  THOMASS. JOHNSON*
Thomas J. Quinlan, 1lI Thomas S. Johnsot
President and Chief Executive Officer, Director Director

(Principal Executive Officer)

/s/ DaNELN.LEB / s/ RICHARD K. P ALMER *
Daniel N. Leib Richard K. Palmer
Executive Vice President and Chief Financial Office Director

(Principal Financial Officer)

/'s/  ANDREWB. COXHEAD /'s/ JoHNC. POPE*
Andrew B. Coxhead John C. Pope
Senior Vice President and Chief Accounting Officer Director
(Principal Accounting Officer)
/sl SusaNM. C AMERON* /sl MICHAEL T. RIORDAN *
Susan M. Cameron Michael T. Riordan
Director Director
/sl LEeeA. CHADEN* /s/ OLVERR. SOCKWELL *
Lee A. Chaden Oliver R. Sockwell
Director Director
/sl RICHARD L. C RANDALL * /s/ STEPHENM. W OLF*
Richard L. Crandall Stephen M. Wolf
Director Chairman of the Board, Director

/s/ JupiTH H. H AMILTON *
Judith H. Hamilton
Director

By: /s/ SUZANNE S. BETTMAN
Suzanne S. Bettmar
As Attornev-in-Fact

* By Suzanne S. Bettman as Attorney-in-Fact purstm®Powers of Attorney executed by the directmted above, which Powers of
Attorney have been filed with the Securities andliange Commissic
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R.R. DONNELLEY & SONS COMPANY AND SUBSIDIARIES (“‘RR DONNELLEY”)
CONSOLIDATED STATEMENTS OF OPERATIONS

(in millions, except per share data)

Net sales
Products
Services
Total net sale
Products cost of sales (exclusive of depreciatimhamortization
Services cost of sales (exclusive of depreciatimhamortization
Selling, general and administrative expenses (skaof depreciation and amortizatic
Restructuring and impairment char—net (Note 3’
Depreciation and amortizatic
Total operating expens
Income (loss) from operations
Interest expen—net (Note 13
Investment and other expense (incc—net
Loss on debt extinguishme
Earnings (loss) before income ta
Income tax expense (benefit) (Note .
Net earnings (loss
Less: Income (loss) attributable to noncontrolliniggrests
Net earnings (loss) attributable to RR Donnelley anmon shareholders

Net earnings (loss) per share attributable to RR Danelley common shareholders (Not
15):
Basic net earnings (loss) per sh
Diluted net earnings (loss) per sh

Weighted average number of common shares outsigiidinte 15):
Basic
Diluted

Year Ended December 31

2012

$ 8,835..
1,386.¢
10,221.¢
6,874.:
1,014.¢
1,102.¢
1,118
481.¢
10,591."
(369.9)
251.€
2.2

16.1
(640.0)
13.6

(653.6)
(2.2)
$ (651.9)

$ (3.6
$ (3.6)

180.¢
180.¢

See accompanying Notes to Consolidated Financidé®ents.
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2011

$ 9,375
1,235.¢
10,611
7,185.
906.¢
1,236.
667.¢
549.¢
10,545.
65.2
243.:
(10.6)
69.
(237.9)
(116.9
(121.)
1E

$ (122.6

$ (0.69
$ (0.69

193.¢
193.¢

2010

$ 8,956.
1,062.!
10,018.!
6,857.¢
785.]
1,123.
157.¢
539.2
9,463.
555.¢
222.¢
ORS
323.(
105.¢
217.]

(4.9
$ 221

$ 1.07
$ 1.0¢

206.¢
209.7
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R.R. DONNELLEY & SONS COMPANY AND SUBSIDIARIES (“‘RR DONNELLEY”)
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in millions)
Year Ended December 31
2012 2011 2010

Net earnings (loss $(653.€) $(121.)) $217.1

Other comprehensive income (loss), net of tax (N&e

Translation adjustmen 11.¢ (70.7) 12.¢

Adjustment for net periodic pension and other msgment benefit plan co (177.¢ (303.)) 42.C

Change in fair value of derivativi 0.t 0.7 0.3
Other comprehensive income (loss (165.9) (372.5 54.¢
Comprehensive income (loss (819.9) (493.6) 272.(
Less: comprehensive income (loss) attributableottcantrolling interest (2.0 1.6 (4.3
Comprehensive income (loss) attributable to RR Dorelley common shareholder: $(817.7) $(495.5) $276.:

See accompanying Notes to Consolidated Financié®ents.
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R.R. DONNELLEY & SONS COMPANY AND SUBSIDIARIES (“RR

CONSOLIDATED BALANCE SHEETS
(in millions, except per share data)

ASSETS

Cash and cash equivalel

Receivables, less allowances for doubtful accooh$#!9.6 in 2012 (2011—$62.6)
(Note 5)

Inventories (Note 6

Prepaid expenses and other current a:

Total current asse

Property, plant and equipm+—net (Note 7

Goodwill (Note 4)

Other intangible asse—net (Note 4.

Deferred income taxes (Note 1

Other noncurrent asse

Total asset

LIABILITIES

Accounts payabl

Accrued liabilities (Note 9

Shor-term and current portion of lo-term debt (Note 12
Total current liabilities

Long-term debt (Note 12

Pension liabilities (Note 11

Other postretirement plan benefits (Note

Other noncurrent liabilitie
Total liabilities

Commitments and Contingencies (Note

EQUITY

RR Donnelley sharehold¢ equity
Preferred stock, $1.00 par val

Authorized: 2.0 shares; Issued: Nc
Common stock, $1.25 par val

Authorized: 500.0 share

Issued: 243.0 shares in 2012 and 2
Additional paic-in-capital
Retained earnings (accumulated defi
Accumulated other comprehensive i
Treasury stock, at cost, 62.6 shares in 2012 (—64.5 shares

Total RR Donnelley sharehold’ equity
Noncontrolling interest

Total equity

Total liabilities and equit

DONNELLEY”)

December 31

2012
$ 430.5

1,878.¢
510.Z
1575
2,977 .
1,616.¢
1,436.
382.¢
445.]
404.5

$ 7,262,

$1,210.0
825.2
18.4
2,053.¢
3,420.:
1,150.¢
241.7
3275

7,194.(

303.7
2,839.¢
(496.1)
(1,029.7)
(1,565.0)
52.€

15.¢

68.7
$7,262..

See accompanying Notes to Consolidated Financaé®ents.
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2011
$ 449,

1,844.:
510.¢
163.¢

2,968.¢

1,854.¢

2,222..
590.:
273.¢
372.2

$8,281.°

$ 1,063.C
817.(
243.5

2,124.(
3,416.¢
1,076.:
227.:
375.1
7,219.

303.7
2,888.
342.
(863.9)
(1,628.9)
1,042,
10.F
1,062.:
$8,281"
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R.R. DONNELLEY & SONS COMPANY AND SUBSIDIARIES (“‘RR DONNELLEY”)

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions, except per share data)

OPERATING ACTIVITIES
Net earnings (loss

Adjustments to reconcile net earnings (loss) tocash provided by operating activitit

Impairment charge

Depreciation and amortizatic

Provision for doubtful accounts receiva
Shar+-based compensatic

Deferred income taxe

Change in uncertain tax positio

Gain on investments and other as—net
Loss related to Venezuela currency devaluz
Loss on debt extinguishme

Net pension and other postretirement benefit glaco(me) expens

Gain on pension curtailme
Other
Changes in operating assets and liabi—net of acquisitions
Accounts receivab—net
Inventories
Prepaid expenses and other current a:
Accounts payabl
Income taxes payable and receive
Accrued liabilities and othe
Pension and other postretirement benefit plan idnrttons
Net cash provided by operating activit
INVESTING ACTIVITIES
Capital expenditure
Acquisitions of businesses, net of cash acqt
Proceeds from return of capital and sale of investimiand other asse
Purchases of other investme
Transfers (to) from restricted ce—net
Net cash used in investing activiti
FINANCING ACTIVITIES
Proceeds from issuance of l-term deb!
Net change in shc-term debt
Payments of current maturities and |-term debi
Net payments of credit facility borrowin
Net proceeds from credit facility borrowin
Proceeds from termination of interest rate sw
Debt issuance cos
Issuance of common sto
Acquisition of common stoc
Dividends paic
Distributions to noncontrolling interes
Net cash used in financing activiti
Effect of exchange rate on cash and cash equi
Net (decrease) increase in cash and cash equis
Cash and cash equivalents at beginning of
Cash and cash equivalents at end of "
Supplemental nor-cash disclosure:

Proceeds deposited in escrow from sale of proj
Use of restricted cash to pay restructuring c

See accompanying Notes to Consolidated Financaé®ents.
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Year Ended December 31

2012 2011 2010
$(653.6 $(121.)  $217.1
1,027.: 532.( 92.F
481 € 549.¢ 539.
8.7 18. 22.¢
25.4 28.: 28.¢
(52.0  (123.0 (34.6)
(26.4)  (107.9 (42.6)
(1.0 (16.0) (1.6)
— — 8.
16.1 69.¢ —
(42.2) 61.€ 49.1
(3.7) (38.7) (0.4)
417 27.: 47.F
(5.7) 38.: (152.7)
6.5 43.1 31.C
4.C (1.8 8.2
120. 135.4 17.7
6.5 9. 15.C
(113.0  (104.9 (44.5)
(148.7) (54.6) (48.5)
691.C 946.: 752.F
(205.9  (250.9  (229.)
(1269 (1424  (439.)
50.7 27.2 26.1
(2.5) (7.0 (31.9)
(0.2) (2.9) 0.2
(284.5) (3759 (674
450.C 600.( 400.(
(1.4) 10.7 (3.6
(6252  (495.)  (355.)
(65.0) (55.0) —
— — 120.
11.C — —
(23.6) (10.0) (12.29)
4.9 7.1 9.2
— (500.0) —
(187.) (2050  (214.)
(L6) (3.5) (L.6)
(438.0  (651.0 (58.0)
11.¢ 10.7 (0.1)
(19.0 (69.4) 19.¢
449, 519.1 499.:
$ 4307 $449.7  $519.1
$ 83 $ — 0§ —
— — 38.:
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R.R. DONNELLEY & SONS COMPANY AND SUBSIDIARIES (“‘RR DONNELLEY”)
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

(in millions)
Retained Accumulated Total RR
Common Stock  Additional Treasury Stock Earnings Other Donnelley’s
(Accumulated Comprehensive  Shareholders’ Noncontrolling
Paid-in- Total
Share:  Amount Capital Shares  Amount Deficit) Loss Equity Interests Equity

Balance at January 1, 201! 243.( $ 3037 $ 2,906.: (37.9) $(1,193.9 $ 662.¢ $ (545.0 $ 2,134.( $ 27.C $2,161.(
Net earnings (loss 2215 2215 (4.€) 217.]
Other comprehensive income (lo 54.€ 54.€ 0.3 54.¢
Shar-based compensatic 0.8 1.3 36.2 37.1 37.1
Withholdings for shar-based awards ar

other (0.9 (8.7) (8.7) (8.7)
Cash dividends pai (214.9) (214.9) (214.9)
Distributions to noncontrolling interes — (1.6 (1.6)
Balance at December 31, 201 243.C $ 3037 $ 2,907.( (36.9) $(1,166.0) $ 670z $ (4909 $ 2,224 $ 21.1  $2,245.
Net earnings (los¢ (122.¢) (122.¢) 1.5 (121.)
Other comprehensive income (lo (372.9) (372.9 0.4 (372.%)
Shar-based compensati 28.2 28.2 28.2
Issuance of share-based awards, net of

withholdings and othe (46.€) 1.1 37.4 (9.2 (9.2)
Cash dividends pai (205.2) (205.%) (205.7)
Acquisition of common stoc (29.2) (500.0 (500.0 (500.0
Distributions to noncontrolling interes — (3.5) (3.5
Balance at December 31, 201 243.C $ 3037 $ 2,888. (64.5) $(1,628.9) $ 342..  $ (863.9) $ 1,042 $ 19.F  $1,062.
Net earnings (los¢ (651.9) (651.9) (2.2 (653.€)
Other comprehensive income (lo (165.9 (165.9 0.2 (165.79)
Shar-based compensati 25.4 25.¢ 25.4
Issuance of share-based awards, net of

withholdings and othe (74.7) 1.8 63.€ (10.9) (10.9
Cash dividends pai (187.9) (187.7) (187.9)
Distributions to noncontrolling interes — (1.€) (1.6
Balance at December 31, 201 243.( $ 3037 $ 2,839. (62.6) $(1,565.0 $ (496.0) $ (1,029.) $ 52.¢ $ 156 $ 68.7

See accompanying Notes to Consolidated Financaé®ents.
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Note 1. Basis of Presentation and Summary of Sigigant Accounting Policies

Basis of Presentation-The accompanying consolidated financial statemieistade the accounts of R.R. Donnelley & Sons Canyp
and its subsidiaries (the “Company” or “RR Donngljeand have been prepared in accordance with adoauprinciples generally accepted in
the United States of America (“GAAP”). All intercgrany transactions have been eliminated in condaitarhe accounts of businesses
acquired during 2012, 2011 and 2010 are includeddrconsolidated financial statements from theslaf acquisition (see Note 2).

Nature of Operations—The Company is a global provider of integrated samications which works collaboratively with mohah
60,000 customers worldwide to develop custom conications solutions that reduce costs, drive top §nowth, enhance return on investrr
and ensure compliance. Drawing on a range of petgrsi and commercially available digital and cortisral technologies deployed across
four continents, the Company employs a suite afifeinternet-based capabilities and other resaui@@rovide premedia, printing, logistics
and business process outsourcing services to €liewirtually every private and public sector.

Use of Estimates-The preparation of consolidated financial stateisien conformity with GAAP, requires the extensivge of
management’s estimates and assumptions that #ifecéported amounts of assets and liabilitiescisclosure of contingent assets and
liabilities at the date of the financial statemeamsl the reported amounts of revenue and expensieg dhe reporting periods. Actual results
could differ from these estimates. Estimates aeel wghen accounting for items and matters includinug not limited to, allowance for
uncollectible accounts receivable, inventory obstéace, asset valuations and useful lives, emplogeefits, self-insurance reserves, taxes,
restructuring and other provisions and contingencie

Foreign Operations—Assets and liabilities denominated in foreign engies are translated into U.S. dollars at the a&xgé rates
existing at the respective balance sheet datesimia@nd expense items are translated at the averi@geduring the respective periods.
Translation adjustments resulting from fluctuatiomexchange rates are recorded as a separate nentpd other comprehensive income
(loss) while transaction gains and losses are decbin net earnings (loss). Deferred taxes ar@matided on cumulative foreign currency
translation adjustments when the Company expentfgio earnings to be permanently reinvested. THrougthe three years ended
December 31, 2012, the three-year cumulative iofiefior Venezuela using the blended Consumer Pnidex and National Consumer Price
Index exceeded 100%. As a result, Venezuela’s eugng considered highly inflationary and the finehstatements of the Company’s
Venezuelan entities are remeasured as if the fumaiticurrency were the U.S. Dollar. Consistent witorical practices and the Company’s
future intent, the financial statements were remestsbased on the official rate determined by theegament of Venezuela. On January 8,
2010, the government of Venezuela changed its pyifitleed exchange rate from 2.15 Bolivars per WS8llar to 4.3 Bolivars per U.S. Dollar,
devaluing the Bolivar by 50%. This devaluation tesiiin a pre-tax loss of $8.9 million ($8.1 milli@fter-tax) and a reduction in income
attributable to noncontrolling interest of $3.6 linih.

Fair Value MeasurementsGertain assets and liabilities are required todoended at fair value on a recurring basis. Fdire/és
determined based on the exchange price that wautddeived for an asset or paid to transfer alifipl§an exit price) in the principal or most
advantageous market for the asset or liabilitynmederly transaction between market participarit® Company records the fair value of its
foreign exchange forward contracts, interest rat&ps, pension plan assets and other postretirgolemassets on a recurring basis. Assets
measured at fair value on a nonrecurring basisiiteclong-lived assets held and used, long-livedtadseld for sale, goodwill and other
intangible assets. The fair value of cash and easiivalents, accounts receivable, short-term dedbte@counts payable approximate their
carrying values. The three-tier value hierarchyichiprioritizes valuation methodologies based anrtiability of the inputs, is:

Level 1—Valuations based on quoted prices for identicattasand liabilities in active markets.
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Level 2—Valuations based on observable inputs other thateduprices included in Level 1, such as quotedegrfor similar assets and
liabilities in active markets, quoted prices foemdical or similar assets and liabilities in maskiitat are not active, or other inputs that ar
observable or can be corroborated by observablkahdata.

Level 3—Valuations based on unobservable inputs refledtiegCompany’s own assumptions, consistent withoretsly available
assumptions made by other market participants.

Revenue Recognitiea-The Company recognizes revenue for the majoritysgfroducts upon transfer of title and the passafghe risk
of ownership, which is generally upon shipmenthi® ¢ustomer. Contracts generally specify F.O.Bshg point terms. Under agreements
with certain customers, custom products may besdtby the Company for future delivery. In thesaatibns, the Company may also receive ¢
logistics or warehouse management fee for the aes\it provides. In certain of these cases, deglimed billing schedules are outlined in the
customer agreement and product revenue is recanizen manufacturing is complete, title and riskowhership transfer to the customer,
there is a reasonable assurance as to collecyalbtause the majority of products are customipeatjuct returns are not significant; howe
the Company accrues for the estimated amount edices credits at the time of sale.

During the year ended December 31, 2012, the Coynigantified and recognized $22.7 million, of whi$h9.8 million was recognized
in the first quarter of 2012, to correct an ovecraal for rebates owed to certain office productstemers, which understated accounts
receivable and net sales during the years 2008g¢ghr@011. Following qualitative and quantitativeiesv, the Company concluded that the
over-accrual was not material to any prior pertbé, full year 2012 or to the trend of annual opagatesults.

Revenue from services is recognized as servicegaeafermed. Within the Company’s financial printesgtions, which serve the global
financial services end market, the Company prodhagdy customized materials such as regulatorifiggs, initial public offerings, XBRL
and EDGAR-related services. Revenue is recognizethése services following final delivery of thenped product or upon completion of the
service performed. With respect to the Companygsstics operations, whose operations include thigeatyg of printed material and other
products, the Company recognizes revenue upon atiomiplof the delivery of services. Revenues reléetie Company’s premedia
operations, which include digital content managetnamotography, color services and page productionyecognized in accordance with the
terms of the contract, typically upon completiortted performed service and acceptance by the cestom

Certain revenues earned by the Company requirerjedgto determine if revenue should be recordedsyas a principal or net of related
costs as an agent. Billings for third-party shigpamd handling costs, primarily in the Companytgidtics operations, and out-of-pocket
expenses are recorded gross. In the Company’s Globakey Solutions operations, contracts are etaldi using various criteria to determine
if revenue for components and other materials ghbalrecognized on a gross or net basis. In geribesle revenues are recognized on a gros
basis if the Company has control over selectingleesand pricing, is the primary obligor in theagigement, bears all credit risk and bears th
risk of loss for inventory in its possession. Rav@from contracts that do not meet these criteri@¢ognized on a net basis. Many of the
Company’s operations process materials, primaglyep, that may be supplied directly by customermay be purchased by the Company anc
sold to customers. No revenue is recognized faioousr-supplied paper, but revenues for Company{ggpaper are recognized on a gross
basis.

The Company records deferred revenue in situatidrese amounts are invoiced but the revenue redogrititeria outlined above are
not met. Such revenue is recognized when all ciitere subsequently met.

The Company records taxes collected from custoareigemitted to governmental authorities on a asth
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By-product recoveries-The Company records the sale of by-products aslaction of cost of sales.

Cash and cash equivalentsThe Company considers all highly liquid investnsawtth original maturities of three months or lesde
cash equivalents. Short-term securities consigtvaistment grade instruments of governments, firgitstitutions and corporations.

Receivables—Receivables are stated net of allowances for doufticounts and primarily include trade receivahtedes receivable and
miscellaneous receivables from suppliers. No siogktomer comprised more than 10% of the Compatgrisolidated net sales in 2012, 2011
or 2010. Specific customer provisions are made veheview of significant outstanding amounts, zitilg information about customer
creditworthiness and current economic trends, atdi& that collection is doubtful. In addition, pia@ns are made at differing rates, based |
the age of the receivable and the Company’s hesibciollection experience. See Note 5 for detdilsativity affecting the allowance for
doubtful accounts.

Inventories—Inventories include material, labor and factorgdwead and are stated at the lower of cost or marke cost of
approximately 64.0% and 65.7% of the inventorieBetember 31, 2012 and 2011, respectively, has tetenmined using the Last-In, First-
Out (LIFO) method. This method reflects the effefcinventory replacement costs within results oéigpions; accordingly, charges to cost of
sales reflect recent costs of material, labor actbfy overhead. The Company uses an external-imégixod of valuing LIFO inventories. The
remaining inventories, primarily related to certasguired and international operations, are valgag the First-In, First-Out (FIFO) or
specific identification methods.

Long-lived Assets-The Company assesses potential impairments tonigslived assets if events or changes in circuntgta indicate
that the carrying amount of an asset may not baverable. Indefinite-lived intangible assets andawed annually for impairment, or more
frequently, if events or changes in circumstanodgate that the carrying value may not be recdierahn impaired asset is written down tc
estimated fair value based upon the most receoitrirdtion available. Estimated fair market valugeserally measured by discounting
estimated future cash flows. Long-lived assetsgrotiian goodwill and other intangible assets, éinatheld for sale are recorded at the lower o
the carrying value or the fair market value lessdhtimated cost to sell.

Property, plant and equipmentProperty, plant and equipment are recorded ataradtepreciated on a straight-line basis over thei
estimated useful lives. Useful lives range fromtd 80 years for buildings, the lesser of 7 yeartherease term for leasehold improvements
and from 3 to 15 years for machinery and equipmdatntenance and repair costs are charged to eg@enscurred. Major overhauls that
extend the useful lives of existing assets aretaliged. When properties are retired or dispodsal cbsts and accumulated depreciation are
eliminated and the resulting profit or loss is igtiaed in the results of operations.

Goodwill—Goodwill is reviewed for impairment annually as@¢tober 31 or more frequently if events or charigasrcumstances
indicate that it is more likely than not that tlaér fvalue of a reporting unit is below its carryigue. For certain reporting units, the Company
may perform a qualitative, rather than quantitgtassessment to determine whether it is more littely not that the fair value of a reporting
unit is less than its carrying amount. In perforgnihis qualitative analysis, the Company considargous factors, including the excess of priol
year estimates of fair value compared to carryiage, the effect of market or industry changesthedeporting uni actual results compared
to projected results. Based on this qualitativdyesis, if management determines that it is moreljikhan not that the fair value of the repor
unit is greater than its carrying value, no furtimpairment testing is performed.

For the remaining reporting units, the Company carap each reporting urstfair value, estimated based on comparable commenke
valuations and expected future discounted castsflovibe generated by the
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reporting unit, to its carrying value. If the camy value exceeds the reporting unit’s fair valie, Company performs an additional fair value
measurement calculation to determine the impairrdosst which is charged to operations in the peidedtified. See Note 3 for further
discussion.

Amortization—Certain costs to acquire and develop internaleageputer software are capitalized and amortized thesdr estimated
useful life using the straight-line method, up tmaximum of five years. Amortization expense, pritgaelated to internally-developed
software and excluding amortization expense relatexther intangible assets, was $26.6 million,.821illion and $15.3 million for the years
ended December 31, 2012, 2011 and 2010, respsctideferred debt issue costs are amortized ovetetine of the related debt. Identifiable
intangible assets, except for those intangibletassith indefinite lives, are recognized apart frgoodwill and are amortized over their
estimated useful lives. Identifiable intangibleetsawvith indefinite lives are not amortized. SedeNbfor further discussion of other intangible
assets and the related amortization expense.

Financial Instruments—The Company uses derivative financial instrumémtsedge exposures to interest rate and foreighagge
fluctuations in the ordinary course of business.

All derivatives are recorded as other current araworent assets or other current or noncurrenilii@ls on the balance sheet at their
respective fair values with unrealized gains arsdéds recorded in comprehensive income (loss),fragipticable income taxes, or in the results
of operations, depending on the purpose for whiehderivative is held. For derivatives designatedi that qualify as fair value hedges, the
gain or loss on the derivative, as well as theetfiisg gain or loss on the hedged item attributabléne hedged risk, are recognized in the re
of operations. Changes in the fair value of deiveat that do not meet the criteria for designatiera hedge at inception, or fail to meet the
criteria thereafter, are recognized currently & tbsults of operations. At inception of a hedgeagaction, the Company formally documents
hedge relationship and the risk management obgétivundertaking the hedge. In addition, the Comypssesses, both at inception of the
hedge and on an ongoing basis, whether the derévetithe hedging transaction has been highly gffedén offsetting changes in fair value or
cash flows of the hedged item and whether the déviv is expected to continue to be highly effextiVhe impact of any ineffectiveness is
recognized currently in the results of operati®@ee Note 14 for further discussion.

Share-Based CompensatieaThe Company recognizes share-based compensatiemsx based on estimated fair values for all share-
based awards made to employees and directorsdinglgtock options, restricted stock units andgrenince share units. The Company
recognizes compensation expense for share-basedsespected to vest on a straight-line basis theerequisite service period of the award
based on their grant date fair value. See Noted fufther discussion.

Pension and Other Postretirement Benefit PlarBhe Company records annual income and expenseramialating to its pension and
other postretirement benefit plans based on calongwhich include various actuarial assumptiansluding discount rates, mortality,
assumed rates of return, compensation increagesyer rates and healthcare cost trend rates. Dhep@ny reviews its actuarial assumptions
on an annual basis and makes modifications togkenaptions based on current rates and trends wiseeddemed appropriate to do so. The
effect of modifications on the value of plan obtigas and assets is recognized immediately witkiieiocomprehensive income (loss) and
amortized into operating earnings over future piridhe Company believes that the assumptiongedilin recording its obligations under its
plans are reasonable based on its experience, ntark@itions and input from its actuaries and inment advisors. See Note 11 for further
discussion.

Taxes on Income-Deferred taxes are provided using an asset ahttitfamethod whereby deferred tax assets are neizeg for
deductible temporary differences and operating ¢tassyforwards and deferred tax
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liabilities are recognized for taxable temporarffadences. Temporary differences are the differsefegween the reported amounts of assets
and liabilities and their tax basis. Deferred tageds are reduced by a valuation allowance wheheiopinion of management, it is more likely
than not that some portion or all of the defereedassets will not be realized. Deferred tax assgddiabilities are adjusted for the effects of
changes in tax laws and rates on the date of eeattm

The Company is regularly audited by foreign and dsiie tax authorities. These audits occasionaliyltén proposed assessments wher
the ultimate resolution might result in the Compamyng additional taxes, including in some casesgities and interest. The Company
recognizes a tax position in its financial statete@vhen it is more likely than noi.¢.,a likelihood of more than fifty percent) that thesfiion
would be sustained upon examination by tax autiesrifThis recognized tax position is then measatete largest amount of benefit that is
greater than fifty percent likely of being realiza@gon ultimate settlement. Although managementbes that its estimates are reasonable, the
final outcome of uncertain tax positions may beeanatly different from that which is reflected ineg Company’s financial statements. The
Company adjusts such reserves upon changes im@tances that would cause a change to the estohtte ultimate liability, upon effective
settlement or upon the expiration of the statuténatations, in the period in which such event o See Note 12 for further discussion.

Comprehensive Income (Loss)Comprehensive income (loss) for the Company ctmeisnet earnings (loss), unrecognized actuarial
gains and losses, prior service cost for pensianodimer postretirement benefit plans, changesarfah value of certain derivative financial
instruments and foreign currency translation adjesits. See Note 16 for further discussion.

Note 2. Acquisitions
2012 Acquisitions

On December 28, 2012, the Company acquired Pr8stutions (“Presort”)a provider of mail presorting services to businsssevariou:
industries. The acquisition of Presort will expdhd range of logistics co-mailing capabilities ttre¢ Company can provide to its customers
and will enhance its integrated offerings. The pase price for Presort was $12.1 million, net ahcacquired of $0.6 million. Presort’s
operations are included in the U.S. Print and Rel&ervices segment.

On December 17, 2012, the Company acquired Melsgidgraphic Corporation (“Meisel”), a provider afstom designed visual
graphics products to the retail market. The actjaisbf Meisel will expand and enhance the rangses¥ices the Company offers to its
customers. The purchase price for Meisel was $28l#n, net of cash acquired of $1.0 million. Mef's operations are included in the U.S.
Print and Related Services segment.

On September 6, 2012, the Company acquired Exprestsl Options International (“XPQO”), a providerinfernational outbound mailing
services to pharmaceutical, e-commerce, finaneiafises, information technology, catalog, direcilraad other businesses. The acquisition o
XPO expanded the range of logistics capabilities the Company can provide to its customers andres®d its integrated offerings. The
purchase price for XPO, which includes the Compsuegtimate of contingent consideration, was $23lltom net of cash acquired of $1.0
million. The former owners of XPO may receive caggnt consideration in the form of cash paymentgaio $4.0 million subject to XPO
achieving certain gross profit targets. As of thguasition date, the Company estimated the fanealf the contingent consideration to be $3.E
million using a probability weighting of the pot@itpayouts. Subsequent changes in the estimatgthgent consideration from the final
purchase price allocation will be recognized iniisg) general and administrative expenses in thesGlidated Statements of Operations. X®O
operations are included in the U.S. Print and Rel&ervices segment.
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On August 14, 2012, the Company acquired EDGARr@nla leading provider of disclosure managemenicees, financial data and
enterprise risk analytics software and solutiorige @cquisition of EDGAR Online expanded and enhdiize range of services that the
Company offers to its customers. The purchase feicEDGAR Online was $71.5 million, including dedgsumed of $1.4 million and net of
cash acquired of $2.1 million. Immediately follogithe acquisition, the Company repaid the $1.4ionilbf debt assumed. EDGAR Online’s
operations are included in the U.S. Print and Rel&ervices segment.

For the year ended December 31, 2012, the Compaayded $2.5 million of acquisition-related expenassociated with acquisitions
completed or contemplated, within selling, genarad administrative expenses in the Consolidate@d®tnts of Operations.

The Presort, Meisel, XPO and EDGAR Online acquisgiwere recorded by allocating the cost of theig@gpns to the assets acquired,
including other intangible assets, based on ttstimated fair values at the acquisition date. Tteess of the cost of the acquisitions and the
fair value of the contingent consideration over e amounts assigned to the fair value of thetais®guired was recorded as goodwill. The
preliminary tax deductible goodwill related to thescquisitions was $25.8 million. The Presort aredddl purchase price allocations are
preliminary as the Company is still in the procekebtaining data to finalize the estimated failues of certain account balances. The purc
price allocations of XPO and EDGAR Online are firdhsed on the current valuations, the purchase pilocations for these acquisitions
were as follows:

Accounts receivabl $ 18.7
Inventories 14
Prepaid expenses and other current a: 4.€
Property, plant and equipme 8.3
Amortizable other intangible asst 36.4
Other noncurrent asse 15.1
Goodwill 57.¢
Accounts payable and accrued liabilit (20.2)
Other noncurrent liabilitie 0.2
Deferred taxe-net 10.4
Total purchase pri-net of cash acquire 132.t
Less: debt assum 14
Less: fair value of contingent considerat 3.5
Net cash pai $127.¢
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The fair values of technology, amortizable othé¢amgible assets, contingent consideration and giloalsgociated with the acquisitions
of Presort, Meisel, XPO and EDGAR Online were dataed to be Level 3 under the fair value hierarcfe following table presents the fair
value, valuation techniques and related unobsesviaplts for these Level 3 measurements:

Fair Value Valuation Technique Unobservable Input Range
Customer relationships $ 29.¢ Excess earnings, with and Discount rate 16.0% - 17.0%
without methoc Attrition rate 7.0%- 20.0%
Technology 14,5  EXxcess earnings, Discount rate 16.0% - 17.0%
relief-from-royalty method, Obsolescence factor 10.0% - 20.0%
cost approac Royalty rate (afte-tax) 4.5%
Trade names ML Discount rate 15.5% - 17.0%
Relief-from-royalty methoc Royalty rate (afte-tax) 0.3%-1.2%
Non-compete agreemer 3.C  With and without metho Discount rate 16.5%- 17.5%
Contingent consideration 3.E  Probability weighted Discount rate 4.5%

discounted future cash flov

2011 Acquisitions

On November 21, 2011, the Company acquired Straiugs; Inc. (“Stratus”), a full service manufactuofrcustom pressure sensitive
label and paperboard packaging products for healthbeauty, food, beverage and other segmentsuStdecorative labeling and paperboard
resources complement the Company’s prime labelugated and other global packaging capabilitieg piirchase price for Stratus was $28.8
million net of cash acquired of $0.1 million. Stratoperations are included in the U.S. Print aethfed Services segment.

On September 6, 2011, the Company acquired GeRaslsaging & Design Inc. (“Genesis”), a full servpm®vider of custom packaging,
including designing, printing, die cutting, finisig and assembling. The addition of Genesis compi&the Company’s existing packaging
and merchandising business with a centrally locteility and enhanced ability to service customara range of industries. The purchase
price for Genesis was $10.1 million. Genesis’ opena are included in the U.S. Print and RelateViSes segment.

On August 16, 2011, the Company acquired LibreRlgihc. (“LibreDigital”), a leading provider of dital content distribution, eeading
software, content conversion, data analytics argihless intelligence services. LibreDigital’s cafitibs enable the Company to offer a broade
selection of digital content creation and deliveeyvices to publishing, retail, e-reader provided ather customers. The purchase price for
LibreDigital was $19.5 million net of cash acquired$0.1 million. LibreDigitals operations are included in the U.S. Print andied| Service
segment.

On August 15, 2011, the Company acquired Sequesisdial LLC (“Sequence”), a provider of proprietaoftware that enables readers
to select relevant content to be digitally produasdpecialized publications. Sequence’s softwiieesopublishers and other customers a
practical way to increase revenues by allowing &ibars to select unique ad selection criterigdogeted delivery. The purchase price for
Sequence, which includes the Compargstimate of contingent consideration, was $14léom net of cash acquired of $0.1 million. A foer
equity holder of Sequence may receive contingensideration in the form of cash payments of upt4.8 million, subject to Sequence
achieving certain milestones related to volumeswenue in 2013 and 2014. As of the acquisition,daeeCompany estimated the fair value of
the contingent consideration to be $6.8 milliomgsa probability weighting of the potential payouthe Company has subsequently revised
the estimated fair value of the contingent congitien as the result of a decrease in the
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likelihood of achieving the 2013 and 2014 mileswriEhe adjustment to the fair value of the contmg®nsideration was recognized in selli
general and administrative expenses in the CoradelidStatements of Operations. Any further chaig#é®e estimated contingent
consideration will also be recognized in the Coidlsted Statements of Operations. Sequence’s opesadire included in the U.S. Print and
Related Services segment.

On June 21, 2011, the Company acquired Helium,(fhizlium”), an online community offering publistercatalogers and other
customers stock and custom content, as well agm@mhensive range of editorial solutions. The gbib bundle Helium’s content
development solutions with the Company’s compléferimg of content delivery resources addressetoausrs’needs across the full breadtt
the supply chain. As the Company previously hed8a% equity investment in Helium, the purchaseefor the remaining equity of Helium
was $57.0 million net of cash acquired of $0.1ignlland included an amount due from Helium of $tillion. The fair value of the
Company'’s previously held equity investment was.8illion, resulting in the recognition of a $10rlllion gain, which is reflected in
investment and other expense (income) in the Catadeld Statements of Operations for the year eBém@mber 31, 2011. The fair value of
the previously held equity investment was deterahipgsed on the purchase price paid for the reninuity less an estimated control
premium. The inputs used to determine the fairealithe previously held equity investment wereedatned to be Level 3 under the fair ve
hierarchy. Helium’s operations are included inth8. Print and Related Services segment.

On March 24, 2011, the Company acquired Journdsitime, LLC (“Journalism Online”), an online proedof tools that allow
consumers to purchase online subscriptions frontighdys. Journalism Online’s Press+ offering pregidubscription management and online
content payment services that increase the bredidirvices the Company offers to its existing bafgeublishing customers. The purchase
price for Journalism Online was $19.6 million nétash acquired of $0.4 million. Journalism Onlmeperations are included in the U.S. Prin
and Related Services segment.

For the year ended December 31, 2011, the Compmaayded $2.2 million of acquisition-related expensessociated with acquisitions
completed or contemplated, within selling, genarad administrative expenses in the Consolidatei®ents of Operations.

The Stratus, Genesis, LibreDigital, Sequence, ltebimd Journalism Online acquisitions were recofedllocating the cost of the
acquisitions to the assets acquired, includingrdtitangible assets, based on their estimated/#ires at the acquisition date. The excess ¢
cost of the acquisitions and the fair value offiheviously-held investments in Helium and contirtggamsideration over the net amounts
assigned to the fair
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value of the assets acquired was recorded as gbho@iiaé tax deductible goodwill related to theseguaisitions was $46.7 million. Based on the
valuations, the final purchase price allocationstfiese acquisitions were as follows:

Accounts receivabl $ 6.C
Inventories 2.3
Prepaid expenses and other current a: 0.4
Property, plant and equipment and other noncuasget: 16.¢
Amortizable other intangible asst 16.2
Goodwill 117.¢
Accounts payable and accrued liabilit (8.2
Other noncurrent liabilitie (2.9
Deferred taxe-net 14.2
Total purchase pri-net of cash acquire 162.¢
Less: fair value of Compa’s previousl-held investments in Heliui 13.€
Less: fair value of contingent considerat 6.8
Net cash pai $141.5

The fair values of property, plant and equipmentpgizable other intangible assets, contingentickemation and goodwill associated
with the acquisitions of Stratus, Genesis, LibrefaigSequence, Helium and Journalism Online wetemnined to be Level 3 under the fair
value hierarchy. Property, plant and equipmentesluere estimated based on discussions with magtane equipment brokers, dealer qu
and internal expertise related to the equipmentcamant marketplace conditions. Customer relatigpssintangible asset values were estim
based on expected future cash flows discounted) asirestimated weighted average cost of capitéimgtes of future customer attrition rates
were considered in estimating the expected futash dlows from customer relationships. Tradenartengible asset values were estimated
based on the relief-from-royalty method.

2010 Acquisitions

On December 31, 2010, the Company acquired 8touahesnline provider of tools that allow real estassociates, brokers, Multiple
Listing Service (MLS) associations and other mark®to create customized communications matefifiks.purchase price for 8touches was
$1.1 million. 8touches’ operations are includedhie U.S. Print and Related Services segment.

On December 14, 2010, the Company acquired Ninghiéfechnologies (“Nimblefish”), a provider of mutfhannel marketing services
leading retail, technology, telecom, hospitalitylarther customers. The purchase price for Nimbiefias $3.9 million, including debt assun
of $2.0 million. The Company subsequently repaid®$tillion of the debt assumed in December 201@niNéfish’s operations are included in
the U.S. Print and Related Services segment.

On November 24, 2010, the Company acquired Bowi@»& Inc. (“Bowne”), a provider of shareholder andrketing communication
services with operations in North America, Latin émca, Europe and Asia. The purchase price for Bowas $465.2 million, including debt
assumed of $26.2 million and net of cash acquifeg#d.4 million. Immediately following the acquisih, the Company repaid $25.4 million
the debt assumed. Bowne'’s operations are includedth the U.S. Print and Related Services andrat®nal segments.
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The operations of these acquired businesses arglegrantary to the Company’s existing products amdises. As a result, the additions
of these businesses have improved the Companyitydbiserve customers and reduced redundant neaneqt, real estate and manufacturing
costs. For the year ended December 31, 2010, theo@uay’s Consolidated Financial Statements incl&Hd?2 million of net sales and a net
loss of $9.3 million related to these acquired besses. For the year ended December 31, 2010pthedly recorded $13.5 million of
acquisition-related expenses, associated with aitiuis completed or contemplated, within selliggneral and administrative expenses in the
Consolidated Statements of Operations.

The Bowne, Nimblefish and 8touches acquisitionsawecorded by allocating the cost of the acquis#ito the assets acquired, including
other intangible assets, based on their estimaieddlues at the acquisition date. The exceseatbst of the acquisitions over the net amc
assigned to the fair value of the assets acquisdrecorded as goodwill, most of which is not taduttible. Based on the valuations, the final
purchase price allocations for these acquisitioasvas follows:

Accounts receivabl $129.(
Inventories 32.1
Prepaid expenses and other current a: 18.1
Property, plant and equipment and other noncuasset: 127.
Amortizable other intangible asst 159.¢
Goodwill 257.¢
Accounts payable and accrued liabilit (159.7)
Pension benefits and other noncurrent liabili (76.7)
Deferred taxe—net (17.9
Total purchase pri—net of cash acquire 470.2
Less: debt assume 28.2
Net cash pai $442.(

The fair values of property, plant and equipmentogizable other intangible assets and goodwilbaissed with the acquisitions of
Bowne, Nimblefish and 8touches were determinedetbdvel 3 under the fair value hierarchy. Propestsint and equipment values were
estimated using the cost approach or market appydfee secondhand market existed. Customer reistips intangible asset values were
estimated based on expected future cash flowsulided using an estimated weighted-average costpifad. Estimates of future customer
attrition rates were considered in estimating tkgeeted future cash flows from customer relatiopshi he tradename intangible asset value
was estimated based on the relief-from-royalty roéth

Pro forma results

The following unaudited pro forma financial infortiwen for the years ended December 31, 2012 and gfeskents the combined results
of operations of the Company and the 2012 and 2@fjLisitions described above, as if the 2012 aitiuis had occurred at January 1, 2011
and the 2011 acquisitions had occurred at Jany&91D0.

The unaudited pro forma financial information is miended to represent or be indicative of the @any’s consolidated results of
operations or financial condition that would haeeb reported had these acquisitions been commstefithe beginning of the periods
presented and should not be taken as indicative of
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the Company’s future consolidated results of opamator financial condition. Pro forma adjustmesuts tax-effected at the applicable statuton
tax rates.

2012 2011
Net sales $10,461.. $10,837..
Net loss attributable to RR Donnelley common shalagrs (641.9) (149.9
Net loss per share attributable to RR Donnelleyroom shareholder:
Basic $ (3.56 $ (0.79)
Diluted $ (3.5 $ (0.79)

The unaudited pro forma financial information fbetyears ended December 31, 2012 and 2011 inck@z6 million and $122.8
million, respectively, for the amortization of ptiased intangibles. The unaudited pro forma findimefarmation includes restructuring and
impairment charges from operations of $1,115.8iomland $670.0 million for the years ended Decenie2012 and 2011, respectively.
Additionally, the pro forma adjustments affectingt toss attributable to RR Donnelley common shddshe for the years ended December 31
2012 and 2011 were as follows:

2012 2011
Depreciation and amortization of purchased aspetstax $(6.9) $(12.9
Acquisitior-related expenses, |-tax 4.8 1.2
Restructuring and impairment charges -tax 2.7 (2.2
Inventory fair value adjustments, -tax 0.2 (0.2
Other pro forma adjustments, -tax 0.1 (14.9)
Income taxe: (3.6) 12.4

Note 3. Restructuring and Impairment

The Company recorded restructuring and impairmeatges of $1,118.5 million, $667.8 million and $Xbiillion for the years ended
December 31, 2012, 2011 and 2010, respectivelychbeges in 2012 included $848.4 million and $1%8ilion for the impairment of
goodwill and acquired customer relationship inthfgassets, respectively. Additionally in 2012, @@mpany recorded restructuring charge
$66.6 million for employee termination costs, $2&illion for other restructuring charges, primarditributable to lease termination and other
facility closure costs, and $20.2 million of impagnt charges for other long-lived assets. The @sirg2011 included $392.3 million for the
impairment of goodwill and $90.7 million of impaiemt primarily related to acquired customer relathup intangible assets. Additionally in
2011, the Company recorded restructuring charg&3 ®f7 million for employee termination costs, $billion for other restructuring
charges, of which $15.1 million related to multifgloyer pension plan complete or partial withdraalzérges primarily attributable to the
closing of three manufacturing facilities withireth).S. Print and Related Services segment andtthaining amount related to lease
termination and other facility closure costs, ad8.$ million of impairment charges for other lorgeld assets. The charges in 2010 included
$87.9 million for the impairment of goodwill andcadred customer relationship intangible assets.ithafthlly in 2010, the Company recorded
restructuring charges of $35.9 million for employeenination costs, $29.5 million for other restiring charges, of which $13.6 million
related to multi-employer pension plan partial ditlwal charges primarily attributable to two closeanufacturing facilities within the U.S.
Print and Related Services segment and the rengaamtount related to lease termination and othélitfaclosure costs, and $4.6 million of
impairment charges for other long-lived assets.
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The restructuring charges recorded are based tmeesing plans that have been committed to byagament and are, in part, based
upon management’s best estimates of future ev€htmnges to the estimates may require future adgrgso the restructuring liabilities.

Restructuring and Impairment Costs Charged to Reasubf Operations

Employee Other Total
2012 Terminations Charges Restructuring Impairment Total
U.S. Print and Related Services $ 48.F $ 18.€ $ 67.2 $ 951. $1,018.°
Internationa 11.4 3.8 15.2 74.C 89.2
Corporate 6.7 2.7 9.4 1.2 10.€
$ 66.€ $ 25.2 $ 91.c $ 1,026.¢ $1,118.!

In the fourth quarter of 2012, as a result of tleenPany’s annual goodwill impairment test, the Conypaecorded non-cash charges of
$461.7 million and $318.7 million to recognize thpairment of goodwill in the magazines, catalogd eetail inserts and books and
directories reporting units, respectively, withietU.S. Print and Related Services segment an@® $88ion of non-cash charges to recognize
goodwill impairment in the Europe reporting unitiivn the International segment. The goodwill impant charges resulted from a reduction
in the estimated fair value of these three repgrtinits based on lower expectations for future mexee profitability and cash flows as comparec
to expectations as of the last annual goodwill iimpant test. The lower expectations for magazinatlogs and retail inserts were due to
pressures driven by excess capacity in the indastdyerosion of ad pages and circulation for mageziThe lower expectations for books and
directories were due to lower demand for educatiboaks as a result of state and local budget caing$, the impact of electronic substitution
on consumer book and directory volumes and priesgures driven by excess capacity in the industrg.lower expectations for Europe were
due to lower volumes from existing customers arnckgpressures driven by excess capacity in thesinguBecause the fair values of these
reporting units were below their carrying amouirtsiuding goodwill, the Company performed an adudfitil fair value measurement calcula
to determine the amount of impairment charge feheaporting unit. As part of this calculation, tBempany also estimated the fair values of
the significant tangible and intangible long-liveskets of each reporting unit. The goodwill impainincharges were determined using Level &
inputs, including discounted cash flow analysesygarable marketplace fair value data and managésrasgumptions in valuing the
significant tangible and intangible assets.

During the fourth quarter of 2012, the Company rded non-cash charges of $158.0 million relatethéoimpairment of acquired
customer relationship intangible assets in the bauid directories and magazines, catalogs andliretaits reporting units within the U.S.
Print and Related Services segment and the Latiarfsareporting unit within the International segmd& he impairment of the acquired
customer relationship intangible assets resultaah flower expectations for future revenue to beveerifrom these relationships, driven by the
same factors that caused the goodwill impairmethénbooks and directories and magazines, catalogysetail inserts reporting units and
driven by the impact of electronic substitutionforms and statement printing in the Latin Amerieparting unit. The impairment of the
acquired customer relationship intangible assetsdedermined using Level 3 inputs and estimateddan cash flow analysis, which included
estimates of customer attrition rates and managesnessumptions related to future revenues andtability. After recording the impairment
charges, remaining customer relationship intangiskets in the books and directories, magazingdpga and retail inserts and Latin America
reporting units were $3.1 million, $22.8 millionca$8.0 million, respectively, as of December 311205ee Note 8 for further discussion of
these Level 3 inputs.

For the year ended December 31, 2012, the Compsoyecorded net restructuring charges of $66.6anifor employee termination
costs for 2,200 employees, of whom 2,146 were teated as of December 31,
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2012. These charges primarily related to actiosaltiag from the reorganization of sales and adstiative functions across all segments, the
closing of five manufacturing facilities within th&S. Print and Related Services segment and onefaturing facility within the

International segment and the reorganization dhaepperations. Additionally, the Company incurtedse termination and other restructuring
charges of $25.3 million for the year ended Decem3ie 2012. For the year ended December 31, 26&2Company also recorded $20.2
million of impairment charges primarily relatedlémd, buildings, machinery and equipment and lealseimprovements associated with the
facility closings and other asset disposals. Threvidues of the land, buildings, machinery andipouent and leasehold improvements were
determined to be Level 3 under the fair value m@maand were estimated based on discussions eaitestate brokers, review of comparable
properties, if available, discussions with machjyrend equipment brokers, dealer quotes and intestrtise related to the current
marketplace conditions.

Employee Other Total
2011 Terminations Charges Restructuring Impairment Total
U.S. Print and Related Services $ 49.Z $ 52.t $ 101.% $ 403.¢ $505.1
Internationa 24.2 7.C 31.z 125.¢ 157.C
Corporate 8.8 0.1 3.4 2.3 5.7
$ 76.7 $ 59.€ $ 136.1 $ 531t $667.¢

In the fourth quarter of 2011, as a result of tleenPany’s annual goodwill impairment test, the Conypaecorded non-cash charges of
$170.4 million and $99.9 million to recognize thepairment of goodwill in the commercial and fornmsldabels reporting units, respectively,
within the U.S. Print and Related Services segmantyell as non-cash charges of $62.2 million e&s&&million to recognize the impairment
of goodwill in the Canada and Latin America repagtunits, respectively, within the Internationafisent. These goodwill impairment charges
resulted from reductions in the estimated fair gadfithe commercial, forms and labels, Canada atith IAmerica reporting units, based on
lower expectations for future revenue, profitapiind cash flows due to the continued impact aftedaic substitution on demand for business
forms and other products and continued price pres@ecause the fair values of these reportingsunére below their carrying amounts,
including goodwill, the Company performed an adufitil fair value measurement calculation to deteentlire amount of impairment loss. As
part of this calculation, the Company also estimdite fair value of the significant tangible anthimgible long-lived assets of these reporting
units. The goodwill impairments were determineadigdievel 3 inputs, including discounted cash flavalgses, comparable marketplace fair
value data and management’s assumptions in vatbagignificant tangible and intangible assets.

Additionally, during the fourth quarter of 2011et&ompany recorded non-cash charges of $90.7 mplionarily related to the
impairment of acquired customer relationship intalegassets in the forms and labels reporting within the U.S. Print and Related Services
segment. The impairment of the acquired customatioeship intangible assets resulted from lowgrestations for future revenue,
profitability and cash flows due to the continuetpact of electronic substitution on demand for beiss forms and continued price pressure.
The impairment of the acquired customer relatignattiangible assets was determined using Levep@tenand estimated based on cash flow
analysis, which included estimates of customeitiattirrates and management’s assumptions relateduce revenues and profitability. After
recording the impairment charge, the remainingaust relationship intangible asset in the forms labeéls reporting unit was $12.2 million
of December 31, 2011, related to the acquisitioStoditus on November 21, 2011.

For the year ended December 31, 2011, the Compaoyecorded net restructuring charges of $76.1%anifor employee termination
costs for 2,899 employees, substantially all of mheere terminated as of December 31, 2012. Themgeh primarily related to the closings
of certain facilities and headcount reductions tiuéhe Bowne acquisition. These charges also cklat¢he closing of five manufacturing
facilities within the
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U.S. Print and Related Services segment. Thesenadticluded the reorganization of certain operatiwithin the U.S. Print and Related
Services and International segments. Additionalig, Company incurred multi-employer pension plamgiete or partial withdrawal charges,
lease termination and other restructuring char§&59.6 million for the year ended December 31,12200he multi-employer pension plan
complete or partial withdrawal charges of $15.1lionilwere primarily attributable to the closingtbfee manufacturing facilities within the
U.S. Print and Related Services segment. For thegreded December 31, 2011, the Company also et @4B.5 million of impairment
charges primarily related to land, buildings, maehy and equipment and leasehold improvements iassdavith the facility closings. The fe
values of the land, buildings, machinery and eqeipnand leasehold improvements were determined taeliel 3 under the fair value
hierarchy and were estimated based on discussiibhse®l estate brokers, review of comparable pitige if available, discussions with
machinery and equipment brokers, dealer quotesnaeichal expertise related to the current markegpleonditions.

Employee Other Total
201C Terminations Charges Restructuring Impairment Total
U.S. Print and Related Services $ 5.¢ $24.C $ 29.¢ $ 64.1 $ 94.C
Internationa 17.¢ 4.t 22.4 28.2 50.€
Corporate 12.1 1.C 13.1 0.2 13.2
$ 35.¢ $ 290.5 $ 65.4 $ 92¢F $157.¢

In the fourth quarter of 2010, as a result of thenPany’s annual impairment test, the Company reambednon-cash charge of $61.0
million to reflect the impairment of goodwill inéhforms and labels reporting unit within the U.8nPand Related Services segment. The
goodwill impairment charge of $61.0 million resultom reductions in the estimated fair value @ tbrms and labels reporting unit, based ol
lower expectations for future revenue and cashdldue to the continued impacts of electronic stuigin on forms demand and increasing
price pressure. In addition, the lower fair valaiacted higher estimated spending on informatémhbology and capital equipment, in part to
better position this reporting unit for increasedwvgth in labels volume as forms’ demand continweddcline. Because the fair value of this
reporting unit was below its carrying amount inéhglgoodwill, the Company performed an additiorst falue measurement calculation to
determine the amount of impairment loss. As pathf calculation, the Company also estimated #irevialue of the significant tangible and
intangible longlived assets of this reporting unit. The goodwilpiairment was determined using Level 3 inputsidicig discounted cash flc
analyses, comparable marketplace fair value datagl as management’s assumptions in valuingitvéfieant tangible and intangible assets.

Additionally, during the third quarter of 2010, tB®@mpany recorded a non-cash charge of $26.9 miliothe impairment of acquired
customer relationship intangible assets in the @ldlirnkey Solutions reporting unit within the Imational segment. The impairment of the
acquired customer relationship intangible asseisagily resulted from the termination of a custornentract and was determined using Le\
inputs and estimated based on cash flow analysisremagement’s assumptions related to future reseand profitability of certain
customers. After recording the impairment chargmaining customer relationship intangible assethénGlobal Turnkey Solutions reporting
unit were $43.0 million as of December 31, 2010.

For the year ended December 31, 2010, the Comamoyded net restructuring charges of $35.9 mill@remployee termination costs
for 1,458 employees, all of whom were terminatedfd3ecember 31, 2012, associated with actiondtiegufrom the reorganization of certain
operations. These actions included the reorganizati certain operations within the U.S. Print &wlated Services segment due to the
acquisition of Bowne. In addition, these actionduded the closing of three manufacturing factitieithin the International segment. Further,
continuing charges resulting from the closing ob twanufacturing facilities in 2009 within the Intational segment were recorded in 2010.
These actions also included the reorganizatioredhin
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operations within the U.S. Print and Related Sewgegment. Additionally, the Company incurred othstructuring charges of $29.5 million
for the year ended December 31, 2010, of which@f8llion related to multi-employer pension plarrgs withdrawal charges primarily
attributable to two closed manufacturing facilitieishin the U.S. Print and Related Services segmiém remaining charges included lease
termination and other facility closure costs pdlitiaffset by gains on the sales of two previoudlysed facilities within both the International
and U.S. Print and Related Services segment. Fjrfall the year ended December 31, 2010, the Coynpanorded $4.6 million of impairment
charges primarily for machinery and equipment aadéhold improvements associated with the fadldgings. The fair values of the
machinery and equipment and leasehold improvenvesits determined to be Level 3 under the fair vhieearchy and were estimated based
on discussions with machinery and equipment brokialer quotes and internal expertise relatetge@tuipment and current marketplace
conditions.

Restructuring Reserv
Activity impacting the Company'’s restructuring resefor the year ended December 31, 2012 was s\l

Foreign
December 31 Restructuring Exchange ant December 31
2011 Charges Other Cash Paic 2012
Employee terminations $ 27.2 $ 66.€ $ (2.7) $ (68.9) $ 23.4
Multi-employer pension withdrawal obligatio 27.¢ (0.9 — (2.4 25.1
Lease terminations and ot 32.¢ 25.7 2.C (30.9) 30.C
Total $ 87.1 $ 91.¢ $ 0.3 $(101.9) $ 78.5

The current portion of restructuring reserves d&.83million was included in accrued liabilitiesx¢cember 31, 2012, while the loterm
portion of $42.7 million, primarily related to muttmployer pension plan complete or partial withaahobligations and lease termination
costs, was included in other noncurrent liabilis¢ecember 31, 2012.

The Company anticipates that payments associatibdivg employee terminations reflected in the aliataée will be substantially
completed by December 2013 and payments on certaiie multi-employer pension plan complete oriphwithdrawal obligations are
scheduled to be substantially completed by 2031.

As of December 31, 2012, the restructuring lialetlitclassified as “lease terminations and othensisied of lease terminations, other
facility closing costs and contract terminationtso®ayments on certain of the lease obligatioaseneduled to continue until 2026. Market
conditions and the Company'’s ability to subleass¢hproperties could affect the ultimate chargetedito the lease obligations. Any potential
recoveries or additional charges could affect ant®eported in the Consolidated Financial Statemehtuture periods.

Activity impacting the Company’s restructuring resefor the year ended December 31, 2011 was kvl

Foreign
December 31 Restructuring Exchange ant December 31
2010 Charges Other Cash Paic 2011
Employee terminations $ 11.2 $ 76.7 $ (0.5 $ (60.2) $ 27.2
Multi-employer pension withdrawal obligatio 13.€ 15.1 — (0.9 27.¢
Lease terminations and ott 29.2 44t 2.1 (43.2) 32.€
Total $ 54.C $ 136.C $ 1.€ $(104.7) $ 87.7

F-21



Table of Contents

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions, except per share data and unless otheise indicated)—(Continued)

The current portion of restructuring reserves d@.94million was included in accrued liabilitiesx¢cember 31, 2011, while the loterm
portion of $43.8 million, primarily related to muttmployer pension plan complete or partial withhobligations and lease termination

costs, was included in other noncurrent liabilig¢ecember 31, 2011.

As of December 31, 2011, the restructuring lialetlitclassified as “lease terminations and othensisied of lease terminations, other

facility closing costs and contract terminationtsos

Note 4. Goodwill and Other Intangible Assets

The changes in the carrying amount of goodwilltfer years ended December 31, 2012 and 2011 wéoasgs:

U.S. Print and
Related Service

Net book value at January 1, 2011

Goodwill $ 31417

Accumulated impairment loss (939.9)
Total 2,202.!
Acquisitions 118.:
Foreign exchange and other adjustm (7.9
Impairment charge (270.9
Net book value at December 31, 201

Goodwill 3,242.¢

Accumulated impairment loss (1,209.9
Total 2,033.:
Acquisitions 57.¢
Foreign exchange and other adjustmi (1.3
Impairment charge (780.9
Net book value at December 31, 201

Goodwill 3,299.:

Accumulated impairment loss (1,989.9
Total $  1,309.

International Total
$ 1,298.! $ 4,440..
(974.7) (1,913.9
324.: 2,526.¢
— 118.c
(13.9) (30.7)
(122.0 (392.9)
1,278.« 4,521.(
(1,089.9 (2,298.9
189.( 2,222..
— 57.¢
6.1 4.8
(68.0 (848.9)
1,321 4,620.7
(1,194.9 (3,184.9)
$ 127. $1,436.

In the fourth quarters of 2012 and 2011, the Companorded non-cash charges of $848.4 million 8828 million, respectively, to
reflect impairment of goodwill. See Note 3 for hiet discussion regarding these impairment charges.

F-22



Table of Contents

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions, except per share data and unless otheise indicated)—(Continued)

The components of other intangible assets at DeeeBih 2012 and 2011 were as follows:

December 31, 201 December 31, 201
Gross
Carrying Accumulated Net Book Gross Accumulated Net Book
Carrying

Amount Amortization Value Amount Amortization Value
Customer relationships $731.1 $ (388.0 $343.1 $1,164 . $ (613.¢) $550.¢
Patents 98.: (98.7) 0.2 98.: (95.9) 2.t
Trademarks, licenses and agreem: 31.7 (26.7) 5.€ 28.7 (24.9 4.3
Trade name 27.1 (11.2) 15.€ 23.€ (9.3 14.€
Total amortizable other intangible ass 888.2 (523.9 364.¢ 1,315.: (743.]) 572.2
Indefinite-lived trade name 18.1 — 18.1 18.1 — 18.1
Total other intangible asse $906.: $ (523.9 $382.¢ $1,333.- $ (743.) $590.:

The gross carrying amount and accumulated amddiz&tr customer relationships were adjusted d3exfember 31, 2012 to reflect the
impairment of certain customer relationships reéogphin periods prior to December 31, 2011. Thisistthent had no impact on the net book
value of other intangible assets as reported o€trapany’s Consolidated Balance Sheet.

In the fourth quarter of 2012, the Company reconaea-cash charges of $152.3 million and $5.7 nmillio reflect the impairment of
acquired customer relationships within the U.SntPand Related Services and International segmesggectively. In the fourth quarter of
2011, the Company recorded neessh charges of $90.7 million to reflect the impegnt of acquired customer relationships and otfitangible
assets within the U.S. Print and Related Serviegment. See Note 3 for further discussion regarttiage impairment charges.

During the years ended December 31, 2012 and 204 Company recorded additions to other intangibkets of $36.4 million and
$19.9 million, respectively. The components of oihéangible assets added during 2012 and 2011 asfellows:

December 31, 201, December 31, 201
Weighted Weighted
Average Average
Amortization Amortization
Amount Period Amount Period
Customer relationships $ 29.¢ 6.1 $14.7 13.¢
Trade name 3.5 1.7 1.1 3.t
Trademarks, licenses and agreem: 3.C 4.3 4.1 4.5
Total additions $ 36.4 $19.¢
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Amortization expense for other intangible assets $&v7.6 million, $112.2 million and $99.3 millioarfthe years ended December 31,
2012, 2011 and 2010, respectively. The followirgedautlines the estimated future amortization esperelated to other intangible assets as ¢
December 31, 2012:

Amount
2013 $ 64.F
2014 63.¢€
2015 57.¢
2016 39.4
2017 32.¢
2018 and thereaftt 106.5
Total $364.¢

Note 5. Accounts Receivable
Transactions affecting the allowance for doubtfidaunts during the years ended December 31, 2012, 2nd 2010 were as follows:

2012 2011 2010
Balance, beginning of year $62.€ $71.C $ 70.2
Provisions charged to exper 8.7 18.¢ 22.¢
Write-offs and othe 21.7) (27.2) (22.1)
Balance, end of ye: $ 49.¢ $ 62.€ $71.C

Note 6. Inventories
The components of the Company’s inventories at Béez 31, 2012 and 2011 were as follows:

2012 2011
Raw materials and manufacturing supplies $214.2 $218.(
Work in proces: 158.¢ 171.2
Finished good 229.: 218.1
LIFO reserve (92.7) (96.9)
Total $510.2 $510.¢

The Company recognized a LIFO benefit of $4.3 aillin 2012 and expense of $8.4 million and $10.Haniin 2011 and 2010,
respectively.
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Note 7. Property, Plant and Equipment
The components of the Company’s property, plantemdpment at December 31, 2012 and 2011 werellas/fo

2012 2011
Land $ 987 $ 1074
Buildings 1,167.( 1,173.:
Machinery and equipme 6,022.° 6,054.
7,288.¢ 7,335.(
Accumulated depreciatic (5,671.9 (5,480.9
Total $ 1,616.¢ $ 1,854.¢

On September 20, 2012, the Company entered iratedeaseback agreement in which it sold an offigiégding and land at fair market
value for net proceeds of $34.2 million, and erdento an operating lease of the property througpt@mber 2027. The $7.6 million gain on
the sale of the property is being amortized over#maining life of the lease and is recorded lingg general and administrative expenses in
the Consolidated Statements of Operations.

During the years ended December 31, 2012, 2012@bd, depreciation expense was $367.4 million, $&fllion and $424.6 million,
respectively.

Assets Held for Sal

Primarily as a result of restructuring actionsaierfacilities and equipment are considered hetdséle. The net book value of assets
for sale was $19.2 million and $20.2 million at Betber 31, 2012 and 2011, respectively. These asset¢sincluded in other current assets in
the Consolidated Balance Sheets at the lower @f tiisorical net book value or their estimated failue, less estimated costs to sell.

Note 8. Fair Value Measurement

Certain assets and liabilities are required todoerded at fair value on a recurring basis. The @om's only assets and liabilities
adjusted to fair value on a recurring basis aresipenand other postretirement benefit plan aséatsign exchange forward contracts and
interest rate swaps. See Note 11 for the fair vafube Company’s pension and other postretirerbhentfit plan assets as of December 31,
2012 and 2011 and Note 14 for further discussiotherfair value of the Company’s foreign excharmevhrd contracts and interest rate swap.
as of December 31, 2012 and 2011.

In addition to assets and liabilities that are rded at fair value on a recurring basis, the Compsunequired to record certain assets and
liabilities at fair value on a nonrecurring bagjenerally as a result of acquisitions or the remesament of assets resulting in impairment
charges. See Note 2 for further discussion ondhevélue of assets and liabilities associated waitfuisitions. Assets measured at fair value o
a
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nonrecurring basis subsequent to initial recognitlaring the years ended December 31, 2012, 204 2@10 are summarized below:

Fair value
Impairment measuremen Net book
2012 charge (Level 3) value
Long-lived assets held and used $ 8.C $ 9.8 $ 8t
Long-lived assets held for sale or dispc 15.€ 16.4 6.3
Goodwill 848.¢ 18.1 18.1
Other intangible asse 158.( 3.1 3.1
Total $ 1,030.( $ 47.4 $ 36.C
Fair value
Impairment measuremen Net book
2011 charge (Level 3) value
Long-lived assets held and used $ 147 $ 68.¢ $ 61.:
Long-lived assets held for sale or dispc 34.2 12.¢ 11.7
Goodwill 392.: — —
Other intangible asse 90.7 2.2 2.1
Total $ 532.( $ 83.€ $ 75.1
Fair value
Impairment measuremen Net book
201C charge (Level 3) value
Long-lived assets held and used $ 2.2 $ 3.C $ 27
Long-lived assets held for sale or dispc 2.2 3.€ 3.5
Goodwill 61.C 102.7 102.5
Other intangible asse 26.€ — —
Total $ 92:° $ 109. $108.¢

For the years ended December 31, 2012 and 2016ithalues of assets held for sale were redugebl7 million and $0.1 million,
respectively, for estimated costs to sell. Thereewm estimated costs to sell related to long-li@sskets held for sale as of December 31, 2011

During the year ended December 31, 2012, gooduwiilttfe magazines, catalogs and retail inserts, daok directories and Europe
reporting units were written down to implied faalues of $18.1 million for magazines, catalogs @atdil inserts, and zero for both the books
and directories and Europe reporting units, respalgt During the year ended December 31, 2011dgdlbfor the commercial, forms and
labels, Canada and Latin America reporting unitefa@ctober 31, 2011, were written down to implfeit values of zero. As of December 31,
2011, $7.4 million of goodwill remained on the farmnd labels reporting unit related to the acdaisiof Stratus, which was acquired on
November 21, 2011. During the year ended Decembe2(@®L0, goodwill for the forms and labels repagtimit was written down to an implie¢
fair value of $102.7 million.

During the year ended December 31, 2012, certajonised customer relationship assets related tbdlods and directories, magazines,
catalogs and retail inserts and Latin America répgrunits were written down to an implied fair walof $3.1 million for the books and
directories reporting unit, and zero for both thegarines, catalogs and retail inserts and Latinrfaaeeporting units, respectively. After
recording the impairment charges, remaining custaglationship intangible assets in the books drettbries, magazines, catalogs and retail
inserts and Latin America reporting units were $8illion, $22.8 million and $8.0 million, respectly, as
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of December 31, 2012. During the year ended DeceBihe2011, certain acquired customer relationalsgets, substantially all of which were
related to the forms and labels reporting unit,awgritten down to an implied fair value of zero.€litemaining acquired customer relationship
asset in the forms and labels reporting unit &Bexfember 31, 2011 was $12.2 million related toeibeguisition of Stratus on November 21,
2011. Additionally, other intangible assets for fimancial print reporting unit were written dowm @n implied fair value of $2.2 million during
the year ended December 31, 2011. During the yaedDecember 31, 2010, certain acquired custostetianship assets for the Global
Turnkey Solutions reporting unit were written doteran implied fair value of zero. After recordirgetimpairment charge, remaining custome
relationship assets in the Global Turnkey Soluti@porting unit were $43.0 million as of Decembgr 3010. See Note 3 for further discuss
regarding the impairment charge.

The Companys accounting and finance management determinesthation policies and procedures for Level 3 f@ilue measuremer
and is responsible for the development and detextioim of unobservable inputs.

The fair values of the long-lived assets held asebluand long-lived assets held for sale or dispgsed determined using Level 3 inputs
and were estimated based on discussions with statleebrokers, review of comparable propertieaydilable, discussions with machinery and
equipment brokers, dealer quotes and internal ézpeaelated to the current marketplace conditibhmbservable inputs obtained from third
parties are adjusted as necessary for the conditidrattributes of the specific asset.

Determination of goodwill impairment was based @vé!l 3 inputs, which included discounted cash féowalyses, comparable
marketplace fair value data, as well as managemassumptions in valuing significant tangible amdmgible assets. See Note 3 for further
discussion on the factors leading to the recogmitibthe impairment.

Determinations of other intangible assets impairtncharges were based on Level 3 measurements thedtgir value hierarchy. The
following table presents the fair value, valuattenhniques and related unobservable inputs foethesel 3 measurements:

Fair Value Valuation Technique Unobservable Input Range
Customer relationships $ 3.1 Excess earnings 12.5%-
15.0%
Discount rate 2.0%-
Attrition rate 15.9%

See Note 13 for the fair value of the Company’stdeb

Note 9. Accrued Liabilities
The components of the Company’s accrued liabildieBecember 31, 2012 and 2011 were as follows:

2012 2011
Employee-related liabilities $266.: $285.¢
Deferred revenu 150.¢ 139.t
Restructuring liabilitie: 35.¢ 43.€
Other 372.% 347.¢
Total accrued liabilitie: $825.2 $817.(

Employee-related liabilities consist primarily afygoll, incentive compensation, sales commissiarkars’ compensation and employee
benefit accruals. Incentive compensation accrualsidle amounts earned
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pursuant to the Company’s primary employee incentivmpensation plans. Other accrued liabilitieRioe income and other tax liabilities,
interest expense accruals and miscellaneous opgiatcruals.

Note 10. Commitments and Contingencies

As of December 31, 2012, authorized expendituremcmmplete projects for the purchase of propeignt and equipment totaled
approximately $77.1 million. Of this total, apprmately $36.6 million had been committed. In additias of December 31, 2012, the
Company had a commitment of $23.4 million for sewee payments related to employee restructuringtées. The Company also has
contractual commitments of approximately $110.4iamlfor outsourced services, including technologrofessional, maintenance and other
services. The Company has a variety of contradts suippliers for the purchase of paper, ink an@otommodities for delivery in future ye:
at prevailing market prices. In addition, the Comphas natural gas purchase commitments that diseedtprices. As of December 31, 2012,
the Company was committed to purchase $6.6 mithifomatural gas under these contracts.

Future minimum rental commitments under operataasés are as follows:

Year Ended December 3: Amount
2013 $133.1
2014 101.¢
2015 74.7
2016 52.7
2017 41.1
2018 and thereaftt 129.2

$532.7

The Company has operating lease commitments tgt&b32.7 million extending through various perital2044. Rent expense was
$143.7 million, $152.7 million and $212.5 millioarfthe years ended December 31, 2012, 2011 and Bédgectively.

Future rental commitments for leases have not bedunced by minimum nocancelable sublease rentals aggregating approXn#te.c
million. The Company remains secondarily liable emnthese leases in the event that the sub-leséaaltdainder the sublease terms. The
Company does not believe that material paymentideitequired as a result of the secondary lighilibvisions of the primary lease
agreements.

Litigation

The Company is subject to laws and regulationgingldo the protection of the environment. The Campprovides for expenses
associated with environmental remediation obligetivhen such amounts are probable and can be eddg@stimated. Such accruals are
adjusted as new information develops or circum&ambange and are generally not discounted. Thep@ayrhas been designated as a
potentially responsible party in ten active fedenadl state Superfund and other multiparty remexdiatites. In addition to these sites, the
Company may also have the obligation to remediateea other previously and currently owned fa@liti At the Superfund sites, the
Comprehensive Environmental Response, Compensatidhiability Act provides that the Company’s liktyi could be joint and several,
meaning that the Company could be required to pagnaount in excess of its proportionate share @fémediation costs.

The Company’s understanding of the financial sttiemd other potentially responsible parties atrigtiparty sites and of other liable
parties at the previously owned facilities has bemmsidered, where
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appropriate, in the determination of the Compamgimated liability. The Company established resgrvecorded in accrued liabilities and
other noncurrent liabilities, that it believes aiequate to cover its share of the potential arfstsmediation at each of the multiparty sites anc
the previously and currently owned facilities.dtriot possible to quantify with certainty the pai@rimpact of actions regarding environmental
matters, particularly remediation and other conmu@efforts that the Company may undertake inhéé. However, in the opinion of
management, compliance with the present envirorahpndtection laws, before taking into accountraatied recoveries from third parties, v
not have a material effect on the Company’s codatdid results of operations, financial positiorash flows.

From time to time, the Comparsytustomers and others file voluntary petitionsrémrganization under United States bankruptcy ldm
such cases, certain ppetition payments received by the Company fromethpesties could be considered preference itemsalpjgct to retur
In addition, the Company may be party to certdigdtion arising in the ordinary course of busindgdanagement believes that the final
resolution of these preference items and litigatidhnot have a material effect on the Companyssolidated results of operations, financial
position or cash flows.

Note 11. Retirement Plans

The Company sponsors for the benefit of most cdritployees in the U.S., Canada and certain othemiational locations, various
defined benefit retirement income pension plarduiting both funded and unfunded arrangementshEulienefit accruals under the primary
defined benefit plans maintained by the Companyehmen frozen. Benefits are generally based upars y# service and compensation. Tt
defined benefit retirement income plans are furidembnformity with the applicable government rediglas. The Company funds at least the
minimum amount required for all funded plans usactuarial cost methods and assumptions acceptallkr government regulations.

On December 20, 2012, the Company announced sefarefurther benefit accruals under its U.K. pengitan as of December 31, 20
Beginning January 1, 2013, participants ceasedrepauditional benefits under the plans and no pawticipants entered these plans. The |
plan freeze required a remeasurement of the pkmssts and obligations as of December 31, 2012hwhsulted in a non-cash curtailment
gain of $3.7 million, which was recognized in thenSolidated Statement of Operations during thetfoguarter of 2012. Additionally, on
February 1, 2012, the Company announced a freeherthrer benefit accruals under its Canadian penglans as of March 31, 2012. On
November 2, 2011, the Company announced a freeharthrer benefit accruals under all of its U.S. sien plans as of December <
2011. The remeasurement of the U.S. pension péas€ts and obligations as of November 2, 2011lteglsim a non-cash curtailment gain of
$38.7 million, which was recognized in the Consalédi Statement of Operations during the fourthteuaf 2011. The remeasurement of the
U.S. pension plans’ assets and obligations alsdtegkin a reduction in the Company’s pension ligbof $61.6 million as of December 31,
2011.

The Company also participates in various multi-eaget pension plans in the U.S. and makes contdhstpursuant to the terms of the
applicable collective bargaining agreements. Iritamtdto the pension plans, the Company sponsd1ék) savings plan, which is a defined
contribution retirement income plan.

Former employees are entitled to certain healthaadlife insurance benefits provided they have eceetain eligibility requirements.
Generally, the Company’s benefits eligible U.S. Eaypes become eligible for these retiree healthbarefits if they meet all of the following
requirements at the time of termination: (a) hataired at least 55 or more points (full yearses/ge and age combined), (b) are at least fifty
years of age, (c) have at least two years of coatig, regular, fu-time, benefits-eligible service and (d) have caetgud at least two or more
years of continuous service with a participatingptayer, which ends on their terminati
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date. Different requirements need to be met inri@eeceive subsidized medical and life insuracmeerage. Certain of the plan expenses are
paid through a tax-exempt trust. Most of the assktise trust are invested in trust-owned life r@ice policies covering certain current and
former employees of the Company. The underlyingtassf the policies are invested primarily in maakde equity, corporate fixed income ¢
government securities.

On August 3, 2011, the Company announced the dedisiconvert its current prescription drug progfamcertain medicare-eligible
retirees to a group-based Company sponsored Medirat D program, or Employer Group Waiver ProgfdaGWP”), available due to the
adoption of the Patient Protection and AffordabdgeCAct. Beginning January 1, 2013, the EGWP sigsiorovided to or for the benefit of
this program will be used to reduce the Compangisetiree medical and prescription drug costs groap by group basis until such net costs
of the Company for such group are eliminated, andeEGWP subsidies received in excess of the amuergssary to offset such net costs will
be used to reduce the included group of retiregshpums. The Company accounted for this changepdanaamendment requiring
remeasurement of plan assets and obligations, wagthited in the Company reducing its postretirerbenefits liability by $81.5 million in
the second quarter of 2011.

As noted above, the Company also maintains segeraion and other postretirement benefit plangitam international locations. The
expected returns on plan assets and discountfoatdsese plans are determined based on each ptasgstment approach, local interest rates
and plan participant profiles.

The pension and other postretirement benefit pldigations are calculated using generally acceptddarial methods and are measured
as of December 31. Prior to the plan freezes, deatugains and losses were amortized using thedmrmethod over the average remaining
service life of active plan participants. Actuagalins and losses for frozen plans are amortizied tise corridor method over the average
remaining expected life of active plan participants

The components of the net periodic benefit (incomg)ense and total (income) expense were as fallows

Pension Benefits Postretirement Benefits
2012 2011 2010 2012 2011 2010
Service cost $ b5.¢ $ 86.€ $ 80. $ 6.€ $ 8.2 $12.2
Interest cos 189.: 192.( 184.( 18.4 22.7 28.4
Expected return on plan ass (262.€) (266.9) (258.7) (13.9 (14.9) (15.5)
Amortization of prior service cred 0.€ (4.4 (1.9 (19.9) (12.5) (10.9)
Amortization of actuarial loss (gai 32.1 50.1 29.7 (0.2) 0.1 1.3
Curtailments (3.7 (38.7) (0.9 — — —
Settlement: 1.1 — — — — —
Net periodic benefit (income) exper (37.9 19.2 33.1 (8.7) 3.7 15.€
Weighted average assumption used to calculateenitdic
benefit expense

Discount rate 4.% 5.5% 6.C% 4.8% 5.2% 5.7%

Rate of compensation incree 0.€% 4.(% 4.(% 3.€% 3.€% 4.C%

Expected return on plan ass 8.4% 8.4% 8.2% 7.€% 7.€% 7.€%
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Pension Benefits

Postretirement Benefits

2012 2011 2012
Benefit obligation at beginning of year $ 3,923.¢ $ 3,583.: $ 403.1
Service cos 5.6 86.¢€ 6.€
Interest cos 189.2 192.( 18.4
Plan participan’ contributions 1.2 1.2 14.4
Medicare reimbursemen — — 3.3
Actuarial loss (gain 411.2 306.¢ 27.€
Plan amendments and ot} 2.€ (0.5 0.t
Curtailments and settlemer (6.5 (61.€) —

Foreign currency translatic 17.t (5.9 1.1
Benefits paic (175.9 (178.2) (44.8)
Benefit obligation at end of ye $ 4,368.¢ $ 3,923.¢ $ 430.2
Fair value of plan assets at beginning of y $ 2,849.¢ $ 3,029.¢ $ 174.
Actual return on asse 389.¢ (44.9 21.C
Settlement: (3.9 — —

Employer contribution 140.7 447 8.C
Medicare reimbursemen — — 3.3
Plan participan’ contributions 1.2 1.2 14.4
Other — — 10.z
Foreign currency translatic 13.t (3.3 0.3
Benefits paic (175.9 (178.2) (44.8)
Fair value of plan assets at end of y $ 3,215.1 $ 2,849.¢ $ 187.]
Funded status at end of ye $(1,153.%) $(1,074.0 $(243.)

2011
$ 490.:
8.2
22.1
17.€
3.2
(22.%)
(72.9)

(0.)
(43.5)

$ 403.1
$ 191
(4.7)

13.2

17.¢

(43.5)
$ 174

$(228.9)

The accumulated benefit obligation for all defirmghefit pension plans was $4,343.9 million and @B,B million at December 31, 2012

and 2011, respectively.

Amounts recognized in the Consolidated Balance tSheeeof December 31, 2012 and 2011 were as fallows

Pension Benefits

Postretirement Benefits

2012 2011 2012
Prepaid pension cost (included in other noncurasséts) $ 4.4 $ 9.t $ —
Accrued benefit cost (included in accrued liakeki (7.4 (7.2 (1.9
Pension liabilities (1,150.9 (1,076.9) —
Postretirement benefi — — (241.9)
Net liabilities recognized in the consolidated Inakasheet $(1,153.) $(1,074.0) $(243.9)
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The amounts included in accumulated other comprabhertoss in the Consolidated Balance Sheets, dxajitax effects, that have not
yet been recognized as components of net periegiefii cost at December 31, 2012 and 2011 werellasvs:

Pension Benefits Postretirement Benefits
2012 2011 2012 2011
Accumulated other comprehensive loss (inco
Net actuarial loss (gait $1,828.¢ $1,574. $ 1€ $ (9]
Net transition obligatiol 0.2 0.2 — —
Net prior service cred — — (68.0) (87.9
Total $1,829.: $1,574.! $ (66.9) $ (96.9

The pretax amounts recognized in other comprehensive iec@oss) in 2012 as components of net periodic fiteswsts were as follow

Postretirement

Pension
Benefits Benefits
Amortization of:
Net actuarial (loss) gali $(32.0) $ 0.1
Net prior service cred (0.€) 19.7
Amounts arising during the perio
Net actuarial los 283.¢ 10.t
Net prior service cred 0.€ —
Foreign currency gai 2.8 0.2
Total $254.€ $ 30.t

Actuarial gains and losses in excess of 10.0%eftieater of the projected benefit obligation er tirarket-related value of plan assets
were recognized as a component of net periodicfli@osts over the average remaining service pesifaa plan’s active employees. As a resul
of the plan freezes, the actuarial gains and lossegecognized as a component of net periodicfb@osts over the average remaining life of
plan’s active employees. Unrecognized prior serg@ss or credit are also recognized as a comparfert periodic benefit cost over the
average remaining service period of a plan’s aaiwployees. The amounts in accumulated other cdrapsive loss that are expected to be
recognized as components of net periodic benefiisdo 2013 are shown below:

Pensior Postretirement
Benefits Benefits
Amortization of:
Net actuarial los $50.2 $ 0.1
Net prior service cred — (19.7)
Total $50.2 $ (19.6)
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The weighted average assumptions used to detetherigenefit obligation at the measurement date aerfellows:

Postretirement

Pension Benefits Benefits
2012 2011 2012 2011
Discount rate 4.2% 4.S% 3.€% 4.8%
Rate of compensation incree n/e 0.€% 3.6% 3.6%
Health care cost tren
Current
Pre-Age 65 —
— 7.4% 7.C%
Post-Age 65 —
— 7.4% 7.C%
Ultimate —
— 5.8% 5.€%

The following table provides a summary of underefed or unfunded pension benefit plans with proptbienefit obligation in excess of
plan assets as of December 31, 2012 and 2011

Pension Benefits

2012 2011
Projected benefit obligation $4,348.: $3,906."
Fair value of plan asse 3,190.: 2,823.:

The following table provides a summary of pensitanp with accumulated benefit obligations in exagfgslan assets as of December
2012 and 2011:

Pension Benefits

2012 2011
Accumulated benefit obligation $4,321.¢ $3,881.¢
Fair value of plan asse 3,187 2,818.°

The current health care cost trend rate gradualtyimes through 2019 to the ultimate trend rateranghins level thereafter. A one-
percentage point change in assumed health carérendtrates would have the following effects:

1.0% 1.0%

Increase Decreasi

Postretirement benefit obligation $ 6.6 $ (5.9
Total postretirement service and interest cost eprapts 0.t (0.5

The Company determines its assumption for the disttate to be used for purposes of computing drsaraice and interest costs based
on an index of high-quality corporate bond yieldd aatched-funding yield curve analysis as of tieasurement date.

On July 6, 2012, the Surface Transportation Extensict of 2012 (the “Act”) was signed into law. TAet includes certain pension-
related provisions designed to stabilize interatts used to calculate the minimum required ancaratibutions for defined benefit pension
plans. The Company anticipates that provisioniénAct will significantly reduce the minimum reged annual contributions related to its
defined benefit pension plans over the next fews,ghough these contributions are dependent ory figators, including returns on invested
assets and discount rates used to determine peuigigations. The Company made contributions of
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$140.7 million to its pension plans and $8.0 millto its postretirement plans during the year eridlecember 31, 2012. The Company expect
to make cash contributions of approximately $21ilion to its pension plans and approximately $tilion to its postretirement plans in
2013, and additional non-required contributionsldde made. The Company currently estimates thesatmaf pension and other
postretirement benefit plan contributions that Ww#l required in 2014 to be approximately $85 millio

The Medicare Prescription Drug, Improvement and &tadation Act of 2003 included a prescription dhenefit under Medicare Part
D, as well as a federal subsidy that began in 2@@08ponsors of retiree health care plans thatipeca benefit that is at least actuarially
equivalent, as defined in the Act, to Medicare Parfwo of the Company’s retiree health care plarmsat least actuarially equivalent to
Medicare Part D and were eligible for the fedetdidssdy. During the years ended December 31, 20d28aa1, the Company received
approximately $3.3 million in subsidies in eachry@&e Company will no longer receive certain st subsidies after January 1, 2013, whe
the EGWP subsidies became effective.

Benefit payments are expected to be paid as follows

Postretirement Estimated

Pension Subsidy
Benefits Benefits-Gross Reimbursement:
2013 $ 189.: $ 35.7 $ 5.¢
2014 192.2 36.1 6.3
2015 195.¢ 36.€ 6.8
2016 201.1 37.C 7.1
2017 210.3 37.5 7.€
201¢&-2022 1,178.¢ 188.( 44.1

Plan Assets

The Company employed a total return investmentagug for its pension and other postretirement hiepleins, whereby a mix of
equities, fixed income and alternative investmanésused to maximize the long-term return of penaiad other postretirement benefit plan
assets. The intent of this strategy is to mininpilzan expenses by outperforming plan liabilitiesrae long run. Risk tolerance is established
through careful consideration of plan liabilitipéan funded status and corporate financial corwlifidhe investment portfolios contain a
diversified blend of equity, fixed income and aftative investments. Furthermore, equity investmargsdiversified across geography, market
capitalization and investment style. Fixed incomeestments are diversified across geography atddadoldings of corporate bonds,
government and agency bonds and asset-backedteescurivestment risk is measured and monitoredroangoing basis through annual
liability measurements, periodic asset/liabilitydies and quarterly investment portfolio reviewse Expected long-term rate of return for plan
assets is based upon many factors including akseatons, historical asset returns, current axeeted future market conditions, risk and
active management premiums. The target asset ttlaqaercentage for both the pension and othergtiment benefit plans was
approximately 75% for equity and other securitied approximately 25% for fixed income.

The Company segregated its plan assets by thevialijomajor categories and levels for determiningjrtfair value as of December 31,
2012 and 2011:

Cash and cash equivalentsarrying value approximates fair value. As suchsthassets were classified as Level 1. The Conglaay
invests in certain short-term investments whichvadeed using the amortized cost method. As sinese assets were classified as Level
2.

Equity—The values of individual equity securities weredzhen quoted prices in active markets. As suclsetlassets are classified as
Level 1. Additionally, the Company invests in cértaquity funds that are
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valued at calculated net asset value per share\("WAut are not quoted on active markets. As sticbse assets were classified as Leve
2. Additionally, this category includes underlyisgcurities in trust owned life insurance policidsch are invested in certain equity
securities. These investments are not quoted dreavarkets; therefore, they are classified as L2ve

Fixed income—Fixed income securities are typically priced baseé valuation model rather than a last trade lzagisare not exchange-
traded. These valuation models involve utilizinglée quotes, analyzing market information, estintaprepayment speeds and
evaluating underlying collateral. Accordingly, tBempany classified these fixed income securitielsea®! 2. Fixed income securities
also include investments in various asset-backedriies that are part of a government sponsoredram. The prices of these asset-
backed securities were obtained by independent farties using multi-dimensional, collateral sfie@repayments tables. Inputs
include monthly payment information and collatgraiformance. As the values of these assets wasme&zl based on models
incorporating observable inputs, these assets glassified as Level 2. The Company also investeitain fixed income funds that were
priced on active markets and were classified agL&vAdditionally, this category includes undenlgisecurities in trust owned life
insurance policies which are invested in certaiadiincome securities. These investments are raiedwon active markets; therefore,
they are classified as Level 2.

Derivatives and other—Fhis category includes assets and liabilities #natfutures or swaps traded on a primary exchandeue priced
by multiple providers. Accordingly, the Companysddied these assets and liabilities as Level 1s Tategory also includes various of
assets in which carrying value approximates faueaAdditionally, this category includes investrteim commodity and structured cre
funds that are not quoted on active markets; thegethey are classified as Level 2.

Real estate—The fair market value of real estate investmeugttr is based on observable inputs for similartagsective markets, for
instance, appraisals and market comparables. Acepydthe real estate investments were catego@seldevel 2. The Company also
invests in certain exchange-traded real estatestmant trust funds that were classified as Level 1.

Private equity—ncludes the Company’s interest in various privedaity funds that are valued by the investment manan a periodic
basis with models that use market, income andwasation methods. The valuation inputs are nohlgigbservable, and these interests
are not actively traded on an open market. Accaiglirthis interest was categorized as Level 3.

For Level 2 and Level 3 plan assets, managemeigws\significant investments on a quarterly basiduiding investigation of unusual
fluctuations in price or returns and obtaining aderstanding of the pricing methodology to asdassdliability of third-party pricing
estimates.

The valuation methodologies described above magrgém a fair value calculation that may not bedative of net realizable value or
future fair values. While the Company believesuakiation methodologies used are appropriate, $seeofidifferent methodologies or
assumptions in calculating fair value could reguliifferent amounts. The Company invests in vagiagsets in which valuation is determined
by NAV. The Company believes that the NAV is repréative of fair value at the reporting date, asdhare no significant restrictions on
redemption of these investments or other reasoimslicate that the investment would be redeemeah @mount different than the NAV.
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The fair values of the Company’s pension plan assebecember 31, 2012 and 2011, by asset categweyas follows:

December 31, 201 December 31, 201
Asset Category Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
Cash and cash equivalents $ 56¢ $ 274 $ 295 $— $ 652 $ 434 $21.& $—
Equity 2,169.( 1,887.. 281.¢ — 1,857.( 1,604 .. 252.¢ —
Fixed income 828.( 240.5 587.t — 779.1 214.¢ 564.: —
Derivatives and othe 8.9 0.5 8.4 — 6.9 3.€ 3.2 —
Real estat: 113.€ — 113.€ — 111.3 7.1 104.2 —
Private equity 38.¢ — — 38.€ 30.1 — — 30.1
Total $3,215.0 $2,155.6 $1,020.¢ $38.€¢ $2,849.¢ $1,873.0 $946.. $30.1

The fair values of the Company’s other postretinetienefit plan assets at December 31, 2012 and, 20llof which were determined to
be Level 2 under the fair value hierarchy, by asagtgory were as follows:

Asset Category 2012 2011
Cash and cash equivalents $ 84 $ 177
Equity 133.C 114.C
Fixed income 35.¢ 427
Derivatives and othe 9.5 —
Total $187.1 $174.7

The following table provides a summary of changethée fair value of the Company’s Level 3 assets:

Private

Equity
Balance at January 1, 201: $15.5
Unrealized loss«——net 3.2
Purchases, sales and settlem: 11.4
Balance at December 31, 201 $30.1
Unrealized gair—net 5.8
Purchases, sales and settlem: 3.C
Balance at December 31, 201 $38.¢€

Employee 401(k) Savings PlanFor the benefit of most of its U.S. employees,@loenpany maintains a defined contribution retiretmen
savings plan that is intended to be qualified urgkmtion 401(a) of the Internal Revenue Code. Utideiplan, employees may contribute a
percentage of eligible compensation on both a kef@x and after-tax basis. The Company may mafre@entage of a participating
employee’s before-tax contributions. The plan pilegithat annual matching contributions are dismnatiy. In 2012, the Company made
matching contributions for most U.S. employees @aya period basis equal to 40% of contributionsiprio 6% of eligible compensation. The
cost of the match was determined by the leveligftdé employee beforéax contributions and Roth 401(k) contributions m&al the plan. Th
Company recognized expense of $30.8 million foramiaig contributions under its reinstated 401(k)chédbr the year ended December 31,
2012. The Company suspended its 401(k) match fb8 20d did not make any matching contributions@fh?and 2010.
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Multi-Employer Pension Plans-The Company contributes to six defined benefittramployer pension plans in which employees
across several facilities within the U.S. Print &elated Services segment do or did participate. Gbmpany is required to make contributi
to these plans as determined by the terms andteam&lof collective bargaining agreements and pams. For the years ended December 31
2012, 2011 and 2010, the Company made regularibations of $1.3 million, $1.7 million and $1.7 hdin, respectively, to these multi-
employer pension plans. The Company cannot cuyrestimate the amount of multi-employer pensiom glantributions that will be required
in 2013 and future years, but these contributiangdsignificantly increase due to other employarghdrawals, changes in the funded status
of the plans or changes in the Company’s workfof¢te Companys contributions for 2012, 2011 and 2010 represemeict than 5.0% of tot
contributions for three of the multi-employer pemsplans.

Multi-employer plans receive contributions from teomore unrelated employers pursuant to one oeroollective bargaining
agreements and the assets contributed by one eenpt@y be used to fund the benefits of all empleymwered within the plan. The risk and
level of uncertainty related to participating iretle multi-employer pension plans differs signifibafrom the risk associated with the
Company-sponsored defined benefit plans. For exanmplestment decisions are made by parties uecktatthe Company and the financial
stability of other employers participating in amplaay affect the Company’s obligations under ttanpln addition, the Company’s liability,
were it to withdraw from a plan, may be dispropmrtte to the Company’s obligations for continuiogarticipate in the plan.

The Company’s participation in multi-employer pe@msplans is subject to collective bargaining agrests with expiration dates ranging
from December 5, 2012 (contract renewal negotiateme ongoing) to December 31, 2013. All six ptanhich the Company contributes are
estimated to be underfunded as of December 31, 2@ftPfive plans having a Pension Protection Amhe status of red and one having a zone
status of yellow. All six plans have rehabilitatiplans in place. A zone status of red identifiesplthat are under 65.0% funded, with a short-
term credit balance deficiency. A zone status dibyeidentifies plans that are 65% or more, busldgan 80.0% funded. All six of the plans
have imposed surcharges due to their critical fugditatus. Surcharges are imposed by a multi-eraplmgnsion plan when the plan reaches
critical status, as defined under the Pension Btiote Act, and such surcharges are based on argageeof required contributions for each |
year.

There were no charges due to partial or completiednawal liabilities for the year ended DecemberZ112. For the year ended
December 31, 2011, the Company recorded charggksof million relating to the complete or partiativdrawal from certain multi-employer
pension plans primarily resulting from the closafe¢hree manufacturing facilities. These chargesewecorded as restructuring and
impairment charges and represent the Company’selséistate of the expected settlement of these vathal liabilities. For the year ended
December 31, 2010, the Company recorded charggs3o06 million relating to the partial withdrawabfm certain multi-employer pension
plans resulting from the closure of two manufactgriacilities. As of December 31, 2011, the Complag completely withdrawn from two
multi-employer pension plans and had partially didwn from three other plans. While it is not pbksio quantify the potential impact of
future events or circumstances, further reductiorgarticipation or withdrawal from these multi-eloger pension plans could have a material
impact on the Company’s consolidated annual resfiliperations, financial position, or cash flows.
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Note 12. Income Taxes

Income taxes have been based on the following caemis of earnings (loss) from operations beforerime taxes for the years ended
December 31, 2012, 2011 and 2010:

2012 2011 2010

u.s. $(710.J) $(274.5) $171.(
Foreign 70.1 37.1 152.(
Total $(640.0) $(237.9) $323.(

The components of income tax expense (benefit) fsperations for the years ended December 31, ZWMA, and 2010 were as follows:

2012 2011 2010
Federal:
Current $ 8.6 $ (10.7) $100.1
Deferred (55.5) (82.1) 2.7
State:
Current 10.t (29.5) 1.2
Deferred (18.9) (21.5 (10.9)
Foreign:
Current 46.5 36.2 41.¢€
Deferred 21.¢ (19.49) (22.6)
Total $ 13.€ $(116.9) $105.¢

The following table outlines the reconciliationdifferences between the Federal statutory taxamatethe Company’s effective income
tax rate:

2012 2011 2010
Federal statutory tax rate 35.(% 35.(% 35.(%
Adjustment of uncertain tax positio 3.1 30.2 (4.0
Foreign tax rate differentii 3.2 15.5 (6.2
Adjustment of interest on uncertain tax positi 0.€ 10.1 0.€
Domestic manufacturing deducti 0.t 2.2 (2.6)
Acquisitior-related expense (0.7 (0.7 1.2
Change in valuation allowanc (4.4 (2.0 (4.4
State and local income taxes, net of U.S. federre tax benef — (1.6) (0.2
Restructuring and impairment charg (40.]) (39.5) 8.3
International reorganizatic 3.¢ — —
Foreign withholding ta: .7 — 2.2
Enactment of Health Care Reform / — — 1.C
Other (2.9) (1.8) 1.8
Effective income tax rat (2.1%) 49.(% 32.8%

Included in 2012 is a benefit of $26.1 million exfting the recognition of previously unrecognizaxl benefits due to the resolution of
certain U.S. federal uncertain tax positions a#@24 million benefit related to
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the decline in value and reorganization of cer&aitities within the International segment, panialffset by a valuation allowance provision of
$32.7 million on certain deferred tax assets inrLAmerica and an $11.0 million provision relateccertain foreign earnings no longer
considered to be permanently reinvested.

Included in 2011 is a benefit of $74.8 million exfting the expiration of U.S. federal statutesrofthtions for certain years.

Included in 2010 is a benefit of $19.3 million exfting the release of a valuation allowance onrdedetax assets due to the forecasted
increase in net earnings for certain operationbiwithe Latin America reporting unit.

Deferred income taxe
The significant deferred tax assets and liabiliieBecember 31, 2012 and 2011 were as follows:

2012 2011

Deferred tax asset

Pension and other postretirement benefit planliieds $ 524.] $ 489.c
Net operating losses and other tax carryforw. 331.¢ 339.c
Accrued liabilities 155.2 178.t
Other 99./ 81.¢
Total deferred tax asse 1,110.: 1,088.¢
Valuation allowance (273.6) (273.9)
Net deferred tax asse $ 836.7 $ 815.7
Deferred tax liabilities

Accelerated depreciatic $ (226.9) $ (257.%)
Other intangible asse (98.6) (212.5)
Inventories (30.9) (47.3)
Other (30.2) (22.5)
Total deferred tax liabilitie (385.9) (539.9)
Net deferred tax asse $ 450.¢ $ 275.¢

The above amounts are classified as current okt in the Consolidated Balance Sheets in acooadwith the asset or liability to
which they relate on a jurisdiction by jurisdictibasis.

Transactions affecting the valuation allowancesleferred tax assets during the years ended Dece3tth2012, 2011 and 2010 were as
follows:

2012 2011 2010
Balance, beginning of year $273.2 $259.t $277.5
Current year expense (bene—net 28.2 2.4 (9.6)
Write-offs (37.9 (1.9 (9.9
Foreign exchange and ott 10.1 13.1 1.C
Balance, end of ye: $273.¢ $273.2 $259.f

As of December 31, 2012, the Company had domestidaeign net operating loss and other tax carwdods of approximately $87.6
million and $244.0 million, respectively ($75.1 hah and $264.2
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million, respectively, at December 31, 2011), ofieth$175.9 million expires between 2013 and 202&itations on the utilization of these t
assets may apply. The Company has provided vafuatiowances to reduce the carrying value of cedaferred tax assets, as management
has concluded that, based on the weight of availabidence, it is more likely than not that theedefd tax assets will not be fully realized.

Deferred income taxes are not provided on the exakthe investment value for financial reportingeothe tax basis of investments in
those foreign subsidiaries for which such excessinsidered to be permanently reinvested in thpseations. The Company has recognized
deferred tax liabilities of $9.1 million and $3.0llion as of December 31, 2012 and December 311 2fHspectively, related to local
withholding taxes on certain foreign earnings whach not considered to be permanently reinvesteterination of the amount of
unrecognized U.S. income tax liabilities with res@® certain foreign earnings which have beenvested abroad is not practical.

Cash payments for income taxes were $100.0 mil$a066.5 million and $181.1 million in 2012, 2011de2010, respectively. Cash
refunds for income taxes were $18.5 million, $Ihiion and $52.0 million in 2012, 2011 and 201€spectively.

The Company’s income taxes payable for federalstaig purposes has been reduced by the tax bemdiisiated with the exercise of
employee stock options and the vesting of resttisteck units. A component of the income tax benedilculated as the tax effect of the
difference between the fair market value at theetgtock options are exercised or restricted stodts west and the grant date fair market value
directly increases or reduces RR Donnelley shadehsl equity. For the year ended December 31, 20&2ax expense recognized as a
reduction of RR Donnelley shareholdeggjuity was $1.2 million. For the years ended Decam3i, 2011 and 2010, tax benefits of $3.6 mil
and $1.1 million, respectively, were recognizedRR Donnelley shareholders’ equity.

See Note 16 for details of the income tax expendepefit allocated to each component of other aetmnsive income.

Uncertain tax positions
Changes in the Company’s unrecognized tax berafillecember 31, 2012, 2011 and 2010 were as fallows

2012 2011 2010
Balance at beginning of year $76.4 $157.1 $176.<
Additions for tax positions of the current ye 6.2 6.1 10.z
Additions for tax positions of prior yea 3.¢ 6.C 9.5
Reductions for tax positions of prior ye:i (29.€) (26.9) (18.7)
Settlements during the ye (5.6 3.3 (9.6)
Lapses of applicable statutes of limitatic (3.5 (62.9) (13.6
Foreign exchange and ott — (0.9 2.3
Balance at end of ye: $47.¢ $ 76.4 $157.]

As of December 31, 2012, 2011 and 2010, the Compady$47.9 million, $76.4 million and $157.1 mitliarespectively, of
unrecognized tax benefits. Unrecognized tax benefi$29.3 million as of December 31, 2012, if gwiaed, would have decreased income
taxes and the corresponding effective income texaad increased net earnings. This potential ilnpaoet earnings (loss) reflects the
reduction of these unrecognized tax benefits, ieedain deferred tax assets and the federal ¢éaefit of state income tax items.
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As of December 31, 2012, it is reasonably posshdgethe total amount of unrecognized tax beneiiisdecrease within twelve months
by as much as $16.9 million due to the resolutibautlits or expirations of statutes of limitatioesated to U.S. federal, state and internationa
tax positions.

The Company classifies interest expense and aatetepenalties related to income tax uncertaiasess component of income tax
expense. The total interest expense, net of tagfligyrelated to tax uncertainties recognizedhan€onsolidated Statements of Operations for
the years ended December 31, 2012 and 2011, werseditof $4.1 million and $24.0 million, respedaty, due to the reversal of interest
accrued on previously unrecognized tax benefitsvlesie recognized during the year. For the yeaedimdecember 31, 2010, the Company
recognized total interest expense, net of tax lisneélated to tax uncertainties of $1.9 milli@enefits of $1.1 million and $2.5 million were
recognized for the years ended December 31, 20d2@h1, respectively, from the reversal of accrnpedalties. A provision for penalties of
$0.9 million was recognized for the year ended Ddmer 31, 2010. Accrued interest of $8.5 million &i@.4 million related to income tax
uncertainties were reported as a component of oibwecurrent liabilities in the Consolidated Balasteeets at December 31, 2012 and 2011,
respectively. Accrued penalties of $2.7 million &89 million related to income tax uncertaintiesrgreported in other noncurrent liabilities
in the Consolidated Balance Sheets at Decemb&P, and 2011, respectively.

The Company has tax years from 2003 that remain apd subject to examination by the IRS, certaitesiaxing authorities and certain
foreign tax jurisdictions.

Tax Holidays

The Company has been granted “tax holidays” irageforeign countries as an incentive to attratgrimational investment. Generally, a
tax holiday is an agreement between the Companydackign government under which the Company wesetertain tax benefits in that
country. The Company’s most significant tax holidgayeements expired in 2011. The aggregate effestamme tax expense in 2012, 2011
and 2010, as a result of these agreements, wasxapgately $0.2 million, $7.9 million and $8.1 mdh, respectively.

Note 13. Debt
The Company’s debt at December 31, 2012 and 20ddisted of the following:

2012 2011
Borrowings under credit agreement $ — $ 65.C
5.625% senior notes due January 15, Z — 158.¢
4.95% senior notes due April 1, 20 258.1 599.t
5.50% senior notes due May 15, 2( 299.¢ 399.¢
8.60% senior notes due August 15, 2 347.¢ 346.¢
6.125% senior notes due January 15, 2 523.C 522.¢
7.25% senior notes due May 15, 2( 600.( 600.(
11.25% senior notes due February 1, 201 172.2 172.2

8.25% senior notes due March 15, 2 450.( —
7.625% senior notes due June 15, 2 400.( 400.(
8.875% debentures due April 15, 2( 80.¢ 80.¢
6.625% debentures due April 15, 2( 199.4 199.:
8.820% debentures due April 15, 2( 69.C 69.C
Other(b) 38.4 46.5
Total debt 3,438.¢ 3,660.t
Less: current portio (18.9 (243.7)
Long-term debt $3,420.: $3,416.¢

F-41



Table of Contents

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions, except per share data and unless otheise indicated)—(Continued)

(@ OnMay 17, 2011, June 14, 2012, August 2, 204PSeptember 20, 2012, the interest rate on ti¥d% senior notes due February 1,
2019 was increased to 11.75%, 12.0%, 12.25% ariD%@.respectively, as a result of downgrades indtings of the notes by the rating
agencies

(b) Includes miscellaneous debt obligations, falue adjustments to the 4.95% senior notes dud Ap2014 and 8.25% senior notes due
March 15, 2019 related to the Comp’s fair value hedges and capital lea:

The fair values of the senior notes and debentwieich were determined using the market approaskdapon interest rates available tc
the Company for borrowings with similar terms anatunities, were determined to be Level 2 undeffdirevalue hierarchy. The fair value of
the Company’s debt was less than its book valugppyoximately $3.7 million and $80.1 million at [Recber 31, 2012 and 2011, respectively

On October 15, 2012, the Company entered into E5#dillion senior secured revolving credit facil{the “Credit Agreement”) which
expires October 15, 2017. Borrowings under the i€Asgreement bear interest at a base or Eurocuyreate plus an applicable margin
determined at the time of the borrowing. In additithe Company pays facility commitment fees. Tiygliaable margin and rate for the facility
commitment fees are set at agreed upon pricinddewdil April 15, 2013 and will fluctuate thereaftdependent on the Credit Agreement’s
credit ratings. The Credit Agreement replaced tben@any’s previous $1.75 billion unsecured revolvingdit agreement (the “Previous Credit
Agreement”) which was due to expire on December073. All amounts outstanding under the Previoted{€ Agreement were repaid with
borrowings under the Credit Agreement resulting $4.0 million pre-tax loss on debt extinguishnretdted to unamortized debt issuance
costs. The Credit Agreement is used for genergdarate purposes, including acquisitions and letiérgedit. The Company’s obligations
under the Credit Agreement are guaranteed by mhtiyimestic subsidiaries and are secured by a @lefithe equity interests of certain
subsidiaries, including most of its domestic sulasids, and a security interest in substantiallpfthe domestic current assets and mortgage:
of certain domestic real property of the Company.

The Credit Agreement is subject to a number of namts, including a minimum interest coverage ratid a maximum leverage ratio,
that, in part, restrict the Company’s ability teim additional indebtedness, create liens, engageergers and consolidations, make restricted
payments and dispose of certain assets and maliralsthe use of proceeds. The Credit Agreememiegally allows annual dividend payme
of up to $200.0 million in aggregate, though addliéil dividends may be allowed subject to certamditions.

On March 13, 2012, the Company issued $450.0 mitib8.25% senior notes due March 15, 2019. Inteneshe notes is payable semi-
annually on March 15 and September 15 of each gearmencing on September 15, 2012. The net prodemtdshe offering and cash on
hand were used to repurchase $341.8 million o#tB8% senior notes due April 1, 2014 and $100.0anibf the 5.50% senior notes due
May 15, 2015. The repurchases resulted in a présts«on debt extinguishment of $12.1 million foe year ended December 31, 2012,
consisting of a loss of $23.2 million related te ffremiums paid, unamortized debt issuance codtstier expenses, partially offset by the
elimination of $11.1 million of the fair value adjiment on the 4.95% senior notes.

On January 15, 2012, proceeds from borrowings utdePrevious Credit Agreement were used to pa$isd.6 million 5.625% senior
notes that matured on January 15, 2012.

On June 1, 2011, the Company issued $600.0 mitifah25% senior notes due May 15, 2018. Interegshemotes is payable semi-
annually on May 15 and November 15 of each yeanneencing on November 15, 2011. The net proceeds the offering were used to
repurchase $216.2 million of the 11.25% senior s\0ige
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February 1, 2019, $100.0 million of the 6.125% senbtes due January 15, 2017 and $100.0 millich@5.50% senior notes due May 15,
2015. The remaining net proceeds were used forrgeoerporate purposes and to repay outstandingWwargs under the Previous Credit
Agreement. On September 28, 2011, the Companyckased an additional $11.6 million of the 11.25%i@enotes due February 1, 2019.
The repurchases resulted in pre-tax losses onedéibguishment of $69.9 million for the year end@etember 31, 2011.

As of December 31, 2012, the Company had no bormgsvoutstanding under the Credit Agreement. Thghted average interest rate
borrowings under the Credit Agreement and Previtngslit Agreement during the years ended Decemhe2@? and 2011 was 2.19% and
2.08% per annum, respectively.

Additionally, the Company had $170.0 million in ditefacilities (the “Foreign Facilities”) at its feign locations, most of which are
uncommitted. As of December 31, 2012 and 2011 bataowings under the Credit Agreement, Previousd@ Agreement and the Foreign
Facilities (the “Combined Facilities”) were $10.4llmn and $82.2 million, respectively. As of Decber 31, 2012, the Company had $71.1
million in outstanding letters of credit. At Deceent81, 2012, approximately $1.3 billion was avd#alinder the Company’s Combined
Facilities.

At December, 31, 2012, the future maturities oftdetzluding capitalized leases, were as follows:

Amount
2013 $ 184
2014 259.2
2015 304.1
2016 350.7
2017 525.(
2018 and thereaftt 1,972.:
Total $3,429.¢

The following table summarizes interest expenskuded in the Consolidated Statements of Operations:

2012 2011 2010
Interest incurred $271.1 $259.¢ $233.2
Less: interest incom (15.2) (13.6) (9.7
Less: interest capitalized as property, plant andmment (4.9 (2.9 (1.6)
Interest expense, n $251.¢ $243.% $222.€

Interest paid net of interest received was $250llom, $252.2 million and $235.2 million in 2012011 and 2010, respectively.

Note 14. Derivatives

All derivatives are recorded as other current orauorent assets or other current or noncurreniliiab in the Consolidated Balance
Sheets at their respective fair values. Unrealgagds and losses related to derivatives are redardether comprehensive income (loss), ne
applicable income taxes, or in the ConsolidateteBtants of Operations, depending on the purposetiah the derivative is held. For
derivatives designated and that qualify as cash ffledges, the effective portion of the unrealizaoh@r loss related to the derivatives
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are generally recorded in other comprehensive irc@oss) until the transaction affects earnings.desivatives designated and that qualify as
fair value hedges, the gain or loss on the derieatis well as the offsetting gain or loss on tha@ged item attributable to the hedged risk, are
recognized in the Consolidated Statements of OpesatChanges in the fair value of derivatives tlmhot meet the criteria for designation as
a hedge at inception, or fail to meet the criténereafter, are recognized currently in the Codstdid Statements of Operations. At the
inception of a hedge transaction, the Company flyndacuments the hedge relationship and the riskagement objective for undertaking
hedge. In addition, the Company assesses botlkejttion of the hedge and on an ongoing basis, whétle derivative in the hedging
transaction has been highly effective in offsetithgnges in fair value or cash flows of the hedggd and whether the derivative is expected
to continue to be highly effective. The impact nfaneffectiveness is also recognized currentlthm Consolidated Statements of Operations.

The Company is exposed to the impact of foreigmenay fluctuations in certain countries in whiclojterates. The exposure to foreign
currency movements is limited in many countriesaose the operating revenues and expenses of ibssaubsidiaries and business units are
substantially in the local currency of the countryhich they operate. To the extent borrowing&sgurchases, revenues, expenses or othe
transactions are not in the local currency of ttesgliary or operating unit, the Company is expdseclrrency risk. Periodically, the Comp:
uses foreign exchange spot and forward contradiedge exposures resulting from foreign exchangsfhtions. Accordingly, the implied
gains and losses associated with the fair valuésreign currency exchange contracts are geneoéihet by gains and losses on underlying
payables, receivables and net investments in forsidpsidiaries. The Company does not use derivétigacial instruments for trading or
speculative purposes.

The Company has entered into foreign exchange fora@ntracts in order to manage the currency exposiicertain assets and
liabilities. The foreign exchange forward contragtre not designated as hedges, and accordingljathvalue gains or losses from these
foreign currency derivatives are recognized culyentthe Consolidated Statements of Operationseggdly offsetting the foreign exchange
gains or losses on the exposures being managedadbnegate notional value of the forward contrat®ecember 31, 2012 and 2011 was
$654.2 million and $78.3 million, respectively. Thaér values of foreign exchange forward contraetse determined to be Level 2 under the
fair value hierarchy and are valued using markeharge rates.

On March 13, 2012, the Company entered into inteete swap agreements to manage interest ratexjsisure, effectively changing
interest rate on $400.0 million of its fixed-ragn®r notes to a floating rate based on LIBOR plisis point spread. The interest rate swaps
with a notional value of $400.0 million, are desitgd as fair value hedges against changes in the gathe Company’s $450.0 million 8.25%
senior notes due March 15, 2019, which are atifletto changes in the benchmark interest rate.

On April 9, 2010, the Company entered into interatt swap agreements to manage interest ratexjssure, effectively changing the
interest rate on $600.0 million of its fixed-ragn®r notes to a floating rate based on LIBOR plisis point spread. The interest rate swaps
with a notional value of $600.0 million at inceptjare designated as fair value hedges againsgehan the value of the Company’'s 4.95%
senior notes due April 1, 2014 which are attriblgdab changes in the benchmark interest rate. Quviarch 2012, the Company repurchased
$341.8 million of the 4.95% senior notes due Apri2014, and related interest rate swaps with @maitamount of $342.0 million were
terminated, resulting in proceeds of $11.0 millionthe fair value of the interest rate swaps.

The fair values of interest rate swaps were detezthto be Level 2 under the fair value hierarchy aere developed using the market
standard methodology of netting the discountedréufixed cash payments and the discounted expeatiable cash receipts. The variable ¢
receipts are based on the expectation of future
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interest rates derived from observed market inteege curves. In addition, credit valuation adjusits, which consider the impact of any ci
enhancements to the contracts, are incorporatétifair values to account for potential nonperfanee risk. The Company evaluates the
credit value adjustments of the interest rate sagapements, which take into account the possitifityounterparty and the Company’s own
default, on at least a quarterly basis.

The Company manages credit risk for its derivagigsitions on a counterparty-by-counterparty basiasidering the net portfolio
exposure with each counterparty, consistent withigk management strategy for such transactidms.Company’s agreements with each of it:
counterparties contain a provision where the Companld be declared in default on its derivativéigations if it either defaults or, in certain
cases, is capable of being declared in defaulhpfodi its indebtedness greater than specified tiolds. These agreements also contain a
provision where the Company could be declared faudesubsequent to a merger or restructuring gyt if the creditworthiness of the
resulting entity is materially weaker.

At December 31, 2012 and 2011, the total fair valiihe Company’s foreign exchange forward consraehich were the only
derivatives not designated as hedges, and faieatdges, along with the accounts in the ConselilBalance Sheets in which the fair value
amounts are included were as follows:

2012 2011
Derivatives not designated as hedgt

Prepaid expenses and other current a: $ 0.€ $ 0.3
Accrued liabilities 24.C 0.3
Derivatives designated as fair value hedge

Other noncurrent asse $14.7 $19.¢

The pre-tax losses related to derivatives not deséyl as hedges recognized in the Consolidateen$tats of Operations for the years
ended December 31, 2012, 2011 and 2010 were asvioll

Classification of Loss
Recognized in the Consolidated

Statements of Operations 2012 2011 2010
Derivatives not designated as hedges
Foreign exchange forward contracts Selling, general and administrative
expense: $24.¢ $4.7 $2.E

For derivatives designated as fair value hedgespte-tax (gains) losses related to the hedgedsitattributable to changes in the hedgec
benchmark interest rate and the offsetting gaitherrelated interest rate swaps for the years ebéedmber 31, 2012, 2011 and 2010 were a
follows:

Classification of (Gain) Loss
Recognized in the Consolidated

Statements of Operations 2012 2011 2010
Fair Value Hedges

Interest rate swaps Investment and other expense
(income—net $5.7) $(3.1) $(16.¢)

Hedged items Investment and other expense
(income—net 4.4 1.¢ 14.7

Total gain recognized as ineffectiveness in the ceolidated Investment and other expense
statements of operations (income—net $(1.3) $1.2 $ (2.9
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The Company also recognized a net reduction todstexpense of $8.0 million, $9.9 million and $G#lion for the years ended
December 31, 2012, 2011 and 2010, respectivelgte@lto the Company’s fair value hedges, whichuies interest accruals on the derivative
and amortization of the basis in the hedged items.

Note 15. Earnings per Share

Basic earnings (loss) per share is calculated Wigidg net earnings (loss) attributable to RR Ddleyecommon shareholders by the
weighted average number of common shares outstuhalithe period. In computing diluted earningssglpper share, basic earnings (loss) pe
share is adjusted for the assumed issuance obt@hpally dilutive share-based awards, includitark options, restricted stock units and
performance share units. Performance share uwitsaarsidered anti-dilutive and excluded if the perfance targets upon which the issuance
of the shares is contingent have not yet been aetiias of the end of the current period. Additibnatock options are considered anti-dilutive
when the exercise price exceeds the average maakes of the Company’s stock price during the agatile period.

On May 3, 2011, the Board of Directors of the Compapproved a program that authorized the repuecbfap to $1.0 billion of the
Company’s common stock through December 31, 204&reSrepurchases under the program were allowhtdagh a variety of methods as
determined by the Company’s management. The repsechuthorizations did not obligate the Comparactpire any particular amount of
common stock or adopt any particular method of reipase.

As part of the share repurchase program, the Coynpatered into an accelerated share repurchaseragrg (“ASR”) in 2011 with an
investment bank under which the Company repurch&566.0 million of its common stock, receiving aitial delivery of 19.9 million shares
on May 10, 2011 and an additional 9.3 million sBaose November 17, 2011. Both the initial and fidalivery of shares resulted in a reduction
of the outstanding shares used to calculate thghtesl average common shares outstanding for badidiluted net earnings per share. No
other shares were repurchased under this sharecheyse program.

During the years ended December 31, 2012 and 2@l€hares of common stock were purchased by thep&ayn

The reconciliation of the numerator and denominafdahe basic and diluted earnings (loss) per sbal@ulation and the anti-dilutive
share-based awards for the years ended Decemb20B4,, 2011 and 2010 were as follows:

2012 2011 2010
Net earnings (loss) per share attributable to RRri@ey common shareholde

Basic $ (3.6]) $ (0.69) $ 1.07

Diluted $ (3.6)) $ (0.69) $ 1.0€
Dividends declared per common sh $ 1.0/ $ 1.0/ $ 1.04
Numerator:

Net earnings (loss) attributable to RR Donnellesnown shareholdel $(651.9) $(122.€) $221.7
Denominator

Weighted average number of common shares outsig 180.¢ 193.¢ 206.¢

Dilutive options and awarc — — 3.3

Diluted weighted average number of common sharesanding 180.¢ 193.¢ 209.7
Weighted average number of «dilutive shar-based award:

Restricted stock unit 3.€ 5.C 2.7

Performance share un 0.4 0.2 —

Stock options 4.€ 4.C 3.6

Total 8.€ 9.2 6.3
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Note 16. Comprehensive Income

Income tax expense allocated to each componernhef comprehensive income (loss) for the yearse@msEember 31, 2012, 2011 and
2010 was as follows:

2012 2011 2010
Income Income
Before Tax Net of Before Tax Net of Before Income Net of
Tax Expense Tax Tax Expense Tax Tax Tax Tax
Amount (Benefit) Amount Amount (Benefit) Amount Amount Expenst  Amount
Translation adjustments $ 112 $ — $ 112 $(70.) $ — $(70.) $12¢ $ — $12.€
Adjustment for net periodic pension and
other postretirement benefit plan ¢ (285.)) (107.5 (17760 (485.9 (182.) (303.) 68.€ 26.€ 42.C
Change in fair value of derivativi 0.8 0.2 0.t 1.1 0.4 0.7 0.€ 0.3 0.3
Other comprehensive income (loss $(272.9 $(107.2) $(165.7) $(554.9 $(182.9 $(372.f) $81.t $26.¢ $54.¢

The following table summarizes changes in accuradlather comprehensive income (loss) by comporerhé years ended
December 31, 2012, 2011 and 2010:

Pension and
Other
Changes in the Postretirement
Fair Value of Benefit Plan Translation
Derivatives Cost Adjustments Total

Balance at January 1, 201( $ (2.9 $ (646.9) $ 103t $ (545.0
Change in comprehensive incol 0.3 42.C 12.2 54.¢
Balance at December 31, 2010 $ (1.9 $ (604.9 $ 115.¢ $ (490.9
Change in comprehensive income (lIc 0.7 (303.)) (70.5) (372.9
Balance at December 31, 201 $ 1.1) $  (907.5H $ 45:¢ $ (863.9)
Change in comprehensive income (Ic 0.5 (177.6) 11.2 (165.9
Balance at December 31, 2012 $ 0.€) $ (1,085.) $ 56 $(1,029.9)

Note 17. Stock and Incentive Programs for Employees

The Company recognizes compensation expense basstimated grant date fair values for all sharsetdawards issued to employees
and directors, including stock options, restricstmtk units and performance stock units. The Comgatimates the fair value of share-based
awards on the date of grant. The Company recogttiese compensation costs for only those awardscéeg to vest, on a straight-line basis
over the requisite service period of the award cwlis generally the vesting term of three to foeang for restricted stock awards and stock
options. The Company estimates the number of avexplscted to vest based, in part, on historicdéfture rates and also based on
management’s expectations of employee turnovetinvilte specific employee groups receiving each tfpmvard. Forfeitures are estimated a
the time of grant and revised, if necessary, irsegbent periods, if actual forfeitures differ fréimose estimates.
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Share-Based Compensation Expense

The total compensation expense related to all dha@sed compensation plans was $25.4 million, $28l&n and $28.6 million for the
years ended December 31, 2012, 2011 and 2010ctese. The income tax benefit related to sl-based compensation expense was $9.9
million, $11.0 million and $11.2 million for the ges ended December 31, 2012, 2011 and 2010, resgdgcis of December 31, 2012, $20.9
million of total unrecognized compensation expemetated to share-based compensation plans is egtrbe recognized over a weighted-
average period of 2.1 years. The total unrecogrshede-based compensation expense to be recognifigdre periods as of December 31,
2012 does not consider the effect of share-basaddswhat may be issued in subsequent periods.

Share-Based Compensation Plans

The Company has one share-based compensationmpden which it may grant future awards, as descrifdw, and four terminated or
expired share-based compensation plans under wahiahds remain outstanding.

The 2012 Performance Incentive Plan (the “2012 Pheis approved by shareholders to provide incestiwdey employees of the
Company and its subsidiaries. Awards under the ZQP2are generally not restricted to any specdiaf or structure and could include,
without limitation, stock options, stock units, iisted stock awards, cash or stock bonuses aio#f sygpreciation rights. There were 10 million
shares of common stock reserved and authorizéddoance under the 2012 PIP. At December 31, 2B&& were 9.8 million shares of
common stock authorized and available for graneutice 2012 PIP.

General Terms of Awards

Under various incentive plans, the Company hastgdacertain employees non-qualified stock optiams r@stricted stock units. The
Human Resources Committee of the Board of Dirediassdiscretion to establish the terms and comditfor grants, including the number of
shares, vesting and required service or other paeoce criteria. The maximum term of any award uigke 2012 and 2004 PIPs is ten years.

For all of the Company’s stock options outstandih@ecember 31, 2012, the exercise price of thekgiption equals the fair market
value of the Company’s common stock on the opti@mgdate. Options generally vest over four yeailsss from the date of grant, upon
retirement or upon a change in control of the Camp@®ptions granted prior to November 2004 andr&ecember 2006 expire ten years fi
the date of grant or five years after the dateetifement, whichever is earlier.

The rights granted to the recipient of restrictextls unit awards generally accrue ratably overrdsériction or vesting period, which is
generally four years. Restricted stock unit awamssubject to forfeiture upon termination of enyphent prior to vesting, subject in some
cases to early vesting upon specified events, ditfudeath or permanent disability of the granteamination of the grantee’s employment
under certain circumstances or a change in cootrible Company. The Company records compensatiparese of restricted stock unit awards
based on the fair market value of the awards atléiie of grant ratably over the period during whiuh restrictions lapse. Dividends are not
paid to restricted stock unit holders.

The Company also issues restricted stock unitha®dased compensation for members of the Bodpireftors. Director restricted
stock units granted after January 2009 vest rataidy three years from the date of grant with theastunity to defer any tranche of vesting
restricted stock units until termination of servaethe Board of Directors. Awards granted betw&gruary 2008 and January 2009 vested
ratably over three years from the date of grantvaee amended in May 2009 to provide the opporyuoidefer any tranche of vesting
restricted stock units until termination of servarethe Board of Directors. For awards grantedrga@lanuary
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2008, one-third of the restricted stock units veésie the third anniversary of the grant date, &edrémaining two-thirds of the restricted stock
units vested upon termination of the holder’s serdn the Board of Directors; the holder could &lsxt to defer delivery of the initial one-
third of the restricted stock units until termirattiof service on the Board of Directors. In therg\a termination of a holder’s service on the
Board of Directors prior to a vesting date, alltrieted stock units of such holder will vest. AWards granted prior to December 31, 2007 are
payable in shares of common stock or cash. In 20@99ption to have awards paid in cash was remforegwards granted in 2008 and future
years. Awards that may be paid in cash are clasis#s liability awards due to their expected seitiet in cash, and are included in accr
liabilities in the Consolidated Balance Sheets. §ensation expense for these awards is measured bpsa the fair market value of the
awards at the end of each reporting period. Awpeg@ble only in shares are classified as equity@svadue to their expected settlement in
common stock. Compensation expense for these awanasasured based upon the fair market valueeohwvards at the date of grant.
Dividend equivalents are accrued for shares awataléite Board of Directors and paid in the forncagh.

The Company has granted performance share unidawaicertain executive officers during the yeawdeel December 31, 2012 and
2011. Distributions under these awards are payathilee end of their respective performance perfbésember 31, 2014 and 2013) in comt
stock or cash, at the Company’s discretion. Thelbrarmof share units awarded can range from zer@®841 depending on achievement of a
targeted performance metric. These awards aredubjéorfeiture upon termination by the Compangencertain circumstances prior to
vesting. The Company expenses the cost of the peafoice share unit awards based on the fair madtet wf the awards at the date of grant
and the estimated achievement of the performant¢eaynmtably over the performance period of thyears.

Stock Options

The Company granted 1,221,000, 200,000 and 54G@@8 options during the years ended December@i2,2011 and 2010,
respectively. The fair market value of each stogkam award is estimated on the date of grant uiegBlack-Scholes-Merton option pricing
model. The assumptions used to determine the faiket value of the stock options were as follows:

2012 2011 2010
Expected volatility 39.71% 36.6% 35.61%
Risk-free interest rat 1.1&% 2.50% 2.7%%
Expected life (years 6.25 6.2 6.2fF
Expected dividend yiel 5.06% 4.51% 4.1%

The grant date fair market value of options gramtad $2.96, $4.39 and $4.81 for the years endedrieer 31, 2012, 2011 and 2010,
respectively.
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The following table is a summary of the Company04 2 stock option activity:

Weighted
Average
Weighted Remaining
Shares Contractual Aggregate
Under Average Intrinsic Value
Option Exercise Term
(thousands __Price __(vears) __(millions) _
Outstanding at December 31, 2011 3,99t $ 20.7¢ 5.9 $ 9.5
Grantec 1,221 13.22 9.2
Exercisec (297 7.0¢
Cancelled/forfeited/expire (299 28.4:
Outstanding at December 31, 2( 4,72¢ 18.9( 6.2 2.1
Vested and expected to vest at December 31, 4,67 18.9¢ 6.2 2.1
Exercisable at December 31, 2( 71z $ 7.0¢ 6.2 $ 1.4

The aggregate intrinsic value in the table abopeagents the total pre-tax intrinsic value (théedénce between the Company’s closing
stock price on December 31, 2012 and 2011, reyedgtiand the exercise price, multiplied by the hemof in-the-money options) that would
have been received by the option holders had &iboholders exercised their in-the-money optiondecember 31, 2012 and 2011. This
amount will change in future periods based on #irerharket value of the Company’s stock and the lmemof options outstanding. Total
intrinsic value of options exercised for the yeamsled December 31, 2012, 2011 and 2010 was $1iarm#$1.0 million and $3.0 million,
respectively.

Compensation expense related to stock optiondhéoyears ended December 31, 2012, 2011 and 20183aasnillion, $2.7 million and
$3.1 million, respectively. As of December 31, 20%2.2 million of total unrecognized compensatiapanse related to stock options is
expected to be recognized over a weighted averagedpof 2.5 years.

Cash received from the option exercises for the gaded December 31, 2012, 2011 and 2010 was $llidny$1.0 million and $2.4
million, respectively. The actual tax benefit reali for the tax deduction from option exercisealéat $0.5 million, $0.4 million and $1.1
million for the years ended December 31, 2012, 26xid 2010, respectively.

Excess tax benefits on stock option exercises, slasifinancing cash inflows as a component of issei@f common stock in the
Consolidated Statements of Cash Flows, were $0l®bmi$0.3 million and $0.8 million for the yeaesded December 31, 2012, 2011 and
2010, respectively.

Restricted Stock Unit

Nonvested restricted stock unit awards as of Deeer@b, 2012 and 2011, and changes during the yeldeDecember 31, 2012 were as
follows:

Weighted-
Average

Grant

Shares Date
(thousands Fair Value
Nonvested at December 31, 2(C 4,98¢ $ 13.9¢
Grantec 1,04¢ 10.5¢
Vested (2,627) 15.2¢
Forfeited (169 12.5¢
Nonvested at December 31, 2C 3,24¢ $ 11.8¢
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Compensation expense related to restricted stotk was $21.0 million, $24.4 million and $25.5 naiti for the years ended
December 31, 2012, 2011 and 2010, respectivelypfAecember 31, 2012, there was $16.0 million akoognized share-based compensatio
expense related to approximately 3.1 million restd stock unit awards, with a weighted-averagetgtate fair value of $11.72, that are
expected to vest over a weighted-average peri@iQofears.

Excess tax benefits on restricted stock unitsvhated, shown as financing cash inflows as a coeptoof issuance of common stock in
the Consolidated Statements of Cash Flows, wetzrBlion, $5.7 million and $6.0 million for the ses ended December 31, 2012, 2011 anc
2010, respectively.

Performance Share Unit:

Nonvested performance share unit awards as of Deme®1, 2012 and 2011, and changes during theeywhad December 31, 2012,
were as follows:

Weighted-
Average

Grant

Shares Date
(thousands Fair Value
Nonvested at December 31, 2(C 23t $ 15.5¢
Grantec 233Z 10.1:
Nonvested at December 31, 2C 46¢ $ 12.8¢

During the years ended December 31, 2012 and 2&BI1000 and 235,000 performance share unit awaeds granted to certain
executive officers, payable upon the achievemenedhin established performance targets. The peece periods for the shares awarded
during the years ended December 31, 2012 and 2@llaauary 1, 2012 through December 31, 2014 andhda 1, 2011 through
December 31, 2013, respectively. Distributions unidese awards are payable at the end of the peafoze period in common stock or cash, &
the Company’s discretion. The total potential pagdar awards granted during the years ended DeeeB1h 2012 and 2011 range from
116,500 to 233,000 shares and 117,500 to 235,08@sfrespectively, should certain performancestarge achieved. The fair value of these
awards was determined on the date of grant basétedBompany’s stock price reduced by the presainevof expected dividends through the
vesting period. These awards are subject to forieiipon termination of employment prior to vestisgbject in some cases to early vesting
upon specified events, including death or permadisatbility of the grantee or a change in contfdhe Company. No performance share unit
awards were granted during the year ended DeceBih@010.

Compensation expense for the awards granted in B0dirrently being recognized based on the maxirastimated payout of 233,000
shares. Compensation expense for awards grantedyd@11 is currently being recognized based oastimated payout of 50%, or 117,500
shares. Compensation expense related to perfornshace unit awards for the years ended Decemb&(3P, and 2011 was $1.2 million and
$1.2 million, respectively. There was no compemsa&xpense recognized related to performance sinétrawards for the year ended
December 31, 2010. As of December 31, 2012, thase®4.7 million of unrecognized compensation expeakted to performance share unit
awards, which is expected to be recognized ovesighted average period of 1.8 years.

Board of Directors Liability Awards

At December 31, 2012, 2011and 2010, approximatéh263, 147,263 and 145,459 restricted stock isstsed to directors were
outstanding for liability awards, respectively. Foe years ended December 31, 2012, 2011 and g8 6pmpensation expense recorded for
these awards was income of $0.2 million, and expeis
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$0.1 million and $0.4 million, respectively. Thed@d of Directors equity awards are included aboviné section “Restricted Stock Units.”

Other Information

Authorized unissued shares or treasury shares magdxd for issuance under the Company’s share-lcasggensation plans. The
Company intends to use treasury shares of its constozk to meet the stock requirements of its asvardhe future. On May 3, 2011, the
Company’s Board of Directors approved a share @yage program, which authorized the repurchase tf 81.0 billion of the Company’s
common stock through December 31, 2012 and teradnig existing authorization of October 29, 2008the repurchase of up to 10 million
shares. During the year ended December 31, 208 Gdmpany purchased 29.2 million shares of its comstock at a total cost of $500.0
million under the ASR (see Note 15) entered intdvity 5, 2011. No shares were repurchased for thesyended December 31, 2012 and
2010.

Note 18. Preferred Stock

The Company has two million shares of $1.00 panegreferred stock authorized for issuance. ThedofDirectors may divide the
preferred stock into one or more series and fixdakemption, dividend, voting, conversion, sinkfogd, liquidation and other rights. The
Company has no present plans to issue any prefstoeX.

Note 19. Segment Information

The Company operates primarily in the printing isimly, with related product and service offeringsigeed to offer customers complete
solutions for communicating their messages to taagdiences. The Company’s reportable segmenectéfie management reporting structure
of the organization and the manner in which thefcbperating decision-maker regularly assessesnrtion for decision-making purposes,
including the allocation of resources. The Comparsggments and their product and service offeangsummarized below:

U.S. Print and Related Services

The U.S. Print and Related Services segment insltieCompany’s U.S. printing operations, manageoha integrated platform, along
with logistics, premedia, print management and ot related services. This segment’s product ratated service offerings include
magazines, catalogs, retail inserts, books, dirstpofinancial printing and related services, dimail, forms, labels, office products,
packaging, statement printing, premedia and lazigervices.

The U.S. Print and Related Services segment aceddiot approximately 73% of the Company’s consaédanet sales in 2012.

International

The International segment includes the Company's 5. printing operations in Asia, Europe, Latimérica and Canada. This
segment’s product and related service offeringkidfeemagazines, catalogs, retail inserts, bookscttiries, financial printing and related
services, direct mail, forms, labels, packagingnuads, statement printing, premedia and logisticsises. Additionally, this segment includes
the Companys business process outsourcing and Global Turnklti®ns operations. Business process outsouraiogdes transactional pri
and outsourcing services, statement printing, tireail and print management services through ievaions in Europe, Asia and North
America. Global Turnkey Solutions provides outstuga@apabilities, including product configuratiamustomized kitting and order fulfillment
for technology, medical device and other compaaresind the world through its operations in Eurdyperth America and Asia.
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The International segment accounted for approxiln&#% of the Company’s consolidated net sale0ih?2

Corporate

Corporate consists of unallocated general and astrative activities and associated expenses ijlidn part, executive, legal, finance,
information technology, human resources, certaiilifia costs and LIFO inventory provisions. In atigin, certain costs and earnings of
employee benefit plans are included in Corporatereot allocated to operating segments. Corporateages the Company’s cash pooling
structure, which enables participating internatidoeations to draw on the Company’s overseas casburces to meet local liquidity needs.

The Company has disclosed income (loss) from ojp@isgs the primary measure of segment earnings)(I®his is the measure of
profitability used by the Company’s chief operatiherision-maker and is most consistent with theqmtation of profitability reported within
the Consolidated Financial Statements.

Income (Loss Depreciation
Intersegment

Total Net from Assets of and Capital

Sales Sales Sales Operations Operations Amortization Expenditures
Year ended December 31, 2012
U.S. Print and Related Servic $7553.( $ (419 ¢$7511: $ (276.5) $4587. $ 329 % 96.¢
Internationa 2,793.( (82.2) 2,710.¢ 79.1 2,191.¢ 108.t 43.C
Total operating segmer 10,346.( (124.7) 10,221.¢ (197.9) 6,779.¢ 437.¢ 139.¢
Corporate(a — — — (172.]) 483.1 43.¢ 66.C
Total operation: $10,346.0 $ (124.) $10,221.¢ $ (369.f) $7,262. $ 481¢ $ 205.¢
Year ended December 31, 20
U.S. Print and Related Servic $7887.. $ (40.7) $ 7,846 $ 232¢ $5,692.C $ 389.C $ 104.7
Internationa 2,833.¢ (69.7) 2,764.! 35.4 2,310.: 120.2 90.€
Total operating segmer 10,720.¢ (109.9 10,611.( 268.: 8,002.. 509.¢ 195.%
Corporate(a — — — (203.]) 279.¢ 40.5 55.€
Total operation: $10,720.t $ (109.) $10,611.( $ 65.2 $8,281.° $ 549« $ 250.¢
Year ended December 31, 20
U.S. Print and Related Servic $ 7558, $ (265 $7532: $ 638¢ $6,495.. $ 391.¢ B 99.2
Internationa 2,538.¢ (51.9 2,486. 149t 2,460.¢ 115.2 88.4
Total operating segmer 10,097.. (78.9 10,018.¢ 788.4 8,956.¢ 507.( 187.€
Corporate(a — — — (232.9) 126.€ 32.2 41.¢
Total operation: $10,097.. $ (784 $10,018¢ $ 555t $9,083.. $ 539.. $ 229.
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(@) Corporate assets consist primarily of the feiigy items at December 31, 2012: current and dedeimcome tax assets net of valuation
allowances of $377.1 million, property, plant amgiipment of $63.5 million and deferred compensagitam assets of $57.2 million,
partially offset by LIFO reserves of $92.1 millidbecember 31, 2011: current and deferred incomadagts net of valuation allowances
of $201.1 million, property, plant and equipmen®ad@B.0 million and deferred compensation plan asse$50.6 million, partially offset
by LIFO reserves of $96.4 million; and DecemberZ110: property, plant and equipment of $64.6 orilland deferred compensation
plan assets of $46.5 millic

Restructuring and impairment charges by segmerzGag, 2011 and 2010 are described in Note 3.

Note 20. Geographic Area and Products and Servicésformation

The table below presents net sales and long-ligedta by geographic region. The amounts in thie @iffer from the segment data
presented in Note 19 because each operating segmekrdes operations in multiple geographic regjdrased on the Company’s managemen
reporting structure.

U.S. Europe Asia Other Combined
2012
Net sales $7,719.¢ $1,025.¢ $733.( $743.2 $10,221.¢
Long-lived assets(c 1,915 181.¢ 167.% 201t 2,466.(
2011
Net sales $8,073.: $1,067.¢ $668.( $802.: $10,611.(
Long-lived assets(e 1,902.° 207.c 164.2 226.5 2,500."
2010
Net sales $7,761.¢ $ 970. $600.1 $686.¢ $10,018.¢
Long-lived assets(c 2,014.: 218t 172.€ 208.¢ 2,614.;

(@ Includes net property, plant and equipment, nomcurdeferred tax assets and other noncurrent a

The following table summarizes net sales by the Gamy’s products and services categories for the yeasdeDecember 31, 2012, 2(
and 2010:

2012 2011 2010
Products and services Net Sales Net Sales Net Sales
Magazines, catalogs and retail inserts $ 2,445.; $ 2,468.« $ 2,394.(
Variable printing 1,579t 1,611.¢ 1,550.:
Books and directorie 1,411.; 1,670.: 1,739.1
Forms and label 943.¢ 1,027.¢ 1,072.(
Commercia 748.¢ 819.2 759.2
Financial print 747 .2 893.2 577.(
Packaging and related produ 407.( 373.( 351.¢
Global Turnkey Solution 289.7 290.¢ 300.¢
Office products 262.5 220.7 212.¢

Total products 8,835.. 9,375.. 8,956.¢
Logistics service: 786. 706.¢ 616.(
Financial print related servici 212.¢ 161.: 70.€
Business process outsourci 211.C 203.2 210.%
Premedia and related servic 176.2 164.¢ 165.2

Total service: 1,386.¢ 1,235.¢ 1,062.

Total net sale $10,221.¢ $10,611.( $10,018.
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Note 21. New Accounting Pronouncements

In July 2012, the Financial Accounting Standardafiq(“FASB”) issued Accounting Standards Update 2@12-02 “Intangibles-
Goodwill and Other (Topic 350): Testing Indefinltesed Intangible Assets for Impairment” (“ASU 2002""), which provides the option to
perform a qualitative, rather than quantitativesegsment to determine whether it is more likely that an indefinite-lived intangible asset is
impaired. ASU 2012-02 would have been effectivetfier Company in the first quarter of 2013; howewasrpermitted, the Company early
adopted ASU 2012-02 in the third quarter of 20131UA2012-02 reduced the complexity of testing inu&dtlived intangible assets for
impairment, but otherwise did not have a materrgdact on the Company’s consolidated financial pmsitresults of operations or cash flows.

In December 2011, the FASB issued Accounting Statsddpdate No. 2011-11 “Balance Sheet (Topic 2D@&closures about Offsetting
Assets and Liabilities” (“ASU 2011-11"), which reiges disclosures of gross and net information afioancial and derivative instruments
eligible for offset in the statement of financialgition or subject to a master netting agreemeniahuary 2013, the FASB issued Accounting
Standards Update No. 2013-01 “Balance Sheet (T2): Clarifying the Scope of Disclosures abouts@ffing Assets and Liabilities” (*“ASU
2013-01"), which narrows the scope of the discleseiquirements to derivatives, securities borrogjmgd securities lending transactions tha
are either offset or subject to a master nettingreyement. ASU 2011-11 and ASU 20aBwill be effective for the Company in the firatarte
of 2013 and may require additional disclosuresdbloérwise are not expected to have a materialégmpathe Company’s consolidated
financial position, results of operations or casiws.

In June 2011, the FASB issued Accounting Standdpttate No. 2011-05 “Comprehensive Income (Topic)2Rfesentation of
Comprehensive Income” (“ASU 2011-05"), which prdlslthe presentation of other comprehensive incontkee statement of changes in
stockholders’ equity and requires the presentaifaret income, items of other comprehensive incame total comprehensive income in one
continuous statement or two separate but consecstatements. In December 2011, the FASB issueduiting Standards Update No. 2011-
12 “Comprehensive Income (Topic 220): Deferralhaf Effective Date for Amendments to the PresemaifoReclassifications of ltems Out of
Accumulated Other Comprehensive Income in AccognBtandards Update No. 2011-05" (*ASU 2011-1&Mhich deferred the requiremen
present reclassification adjustments for each carapbof other comprehensive income on the fachefihancial statements. In February
2013, the FASB issued Accounting Standards Update?N13-02 “Comprehensive Income (Topic 220): Reépgrof Amounts Reclassified
out of Accumulated Other Comprehensive Income” AB)13-02"),which requires disclosures of the amounts recliessdut of accumulate
other comprehensive income by component, incluthegespective line items of net income if the antasi required to be reclassified to net
income in its entirety in the same reporting perid8U 2011-05 and 2011-12 were effective and adbpiethe Company in the first quarter of
2012 and ASU 2013-02 will be effective for the Camp in the first quarter of 2013. The ASUs havearstpd and will impact the Company’s
financial statement presentation, but otherwisendidand will not impact the Company’s consoliddiedncial position, results of operations
or cash flows.

In May 2011, the FASB issued Accounting Standarddate No. 2011-04 “Fair Value Measurement (Topi@)82mendments to
Achieve Common Fair Value Measurement and Discio&eaquirements in U.S. GAAP and IFRSs” (“ASU 2041}pwhich amends the
definition of fair value measurement principles agtlosure requirements to eliminate differenaetsveen U.S. GAAP and International
Financial Reporting Standards. ASU 2011-04 requimg quantitative and qualitative disclosures allogtsensitivity of recurring Level 3
measurement disclosures, as well as transfers batlvevel 1 and Level 2 of the fair value hierarchU 2011-04 was effective and adopted
by the Company in the first quarter of 2012 andawstpd the Company'’s disclosures, but otherwisendichave a material impact on the
Company’s consolidated financial position, resaftsperations or cash flows.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
R.R. Donnelley & Sons Company
Chicago, lllinois

We have audited the accompanying consolidated balsineets of R.R. Donnelley & Sons Company anddiabgs (the “Company”) as
of December 31, 2012 and 2011, and the relatedbtidated statements of operations, comprehensiane, shareholders’ equity, and cash
flows for each of the three years in the periodeghDecember 31, 2012. These financial statemeathamresponsibility of the Company’s
management. Our responsibility is to express aniopion these financial statements based on outsaud

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digds in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenewnielhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tinaricial position of R.R. Donnelley &
Sons Company and subsidiaries as of December 32, &@d 2011, and the results of their operatiouistlagir cash flows for each of the three
years in the period ended December 31, 2012, ifoamity with accounting principles generally acasgin the United States of Americ

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
Company’s internal control over financial reportiag of December 31, 2012, based on the criterabkstted innternal Control—Integrated
Frameworkissued by the Committee of Sponsoring Organizatidriee Treadway Commission and our report datdudgry 26, 2013
expressed an unqualified opinion on the Compamy&rmal control over financial reporting.

/s/ DELOITTE & TOUCHE LLI
Chicago, lllinois
February 26, 2013
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UNAUDITED INTERIM FINANCIAL INFORMATION, DIVIDEND
SUMMARY AND FINANCIAL SUMMARY
(In millions, except per-share data)

Year Ended December 31

First Second Third Fourth
Quarter Quarter Quarter Quarter Full Year

2012
Net sales $2,524.¢ $2,528.¢ $2,508.¢ $2,659.¢ $10,221.¢
Income (loss) from operatiol 121.¢ 163.¢ 186.7 (841.9 (369.¢)
Net earnings (loss) attributable to RR Donnellesnowon shareholdel 37.4 88.¢ 71.4 (849.0 (651.9
Net earnings (loss) per diluted share attributédlBR Donnelley

common shareholde 0.21 0.4¢ 0.3¢ (4.70 (3.67)
Closing stock price hig 15.1: 12.8¢ 13.2¢ 11.12 15.1:
Closing stock price lov 11.3¢ 10.0z 10.6(C 8.5¢ 8.5¢
Closing stock price at quar-end 12.3¢ 11.7% 10.6(C 8.9¢ 8.9¢
2011
Net sales $2,583.! $2,623. $2,683.: $2,720.¢ $10,611.(
Income (loss) from operatiol 109.¢ 116.1 156.¢ (317.7) 65.2
Net earnings (loss) attributable to RR Donnellesnowmon shareholdel 33.¢ 12.2 158.( (326.%) (122.6
Net earnings (loss) per diluted share attributadIRR Donnelley

common shareholders( 0.1€ 0.0¢ 0.8: (1.7¢) (0.69)
Closing stock price hig 19.3¢ 21.3¢ 20.4¢ 16.6¢ 21.3¢
Closing stock price lov 17.4¢ 18.5¢ 13.3¢ 13.2% 13.2%
Closing stock price at quarter e 18.92 19.61 14.1z2 14.4: 14.4:

(@) Full year amounts do not equal the sum of the gumrdtue to rounding and a net loss in the fourtirtgu of 2011
Reflects results of acquired businesses from tleyaat acquisition dates.

Includes the following significant items:

e For 2012: Restructuring and impairment chargeslgf #3.5 million, $4.8 million net benefit from inc@ tax adjustments including
the recognition of $26.1 million of previously unognized tax benefits due to the resolution ofatert).S. federal uncertain tax
positions and a $22.4 million benefit related te tecline in value and reorganization of certaitities within the International
segment, partially offset by a valuation allowapeavision of $32.7 million on certain deferred &ssets in Latin America and a
provision of $11.0 million related to certain fagaiearnings no longer considered to be permansgitlyested, $16.1 million pre-
tax loss on debt extinguishment, $4.1 million @r{impairment loss on an equity investment, $3.[fianipre-tax gain on pension
curtailment and $2.5 million of acquisiti-related expense

» For 2011: Restructuring and impairment charges667$3 million, $74.8 million recognition of incontax benefits,$69.9 million
pre-tax loss on debt extinguishment, $38.7 milfioe-tax gain on pension curtailment, $15.3 millpya-tax contingent
compensation related to the Journalism Online adipr, $9.8 million pre-tax gain on Helium invesnt and $2.2 million of
acquisitior-related expense

Dividend Summary

2012 2011 2010 2009 2008
Quarterly rate per common share $0.2¢ $0.2¢ $0.2¢€ $0.2¢ $0.2¢
Yearly rate per common she 1.04 1.04 1.04 1.04 1.04
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Financial Summary

Net sales

2012 2011 2010 2009 2008
$10,221.¢ $10,611.( $10,018.¢ $9,857.« $11,581.(

Net earnings (loss) from continuing operationsiaitable to RF

Donnelley common shareholde (651.9 (122.¢) 2217 (27.9) (191.9)
Net earnings (loss) per diluted share from contigwperation:

attributable to RR Donnelley common sharehol (3.67) (0.69) 1.0¢ (0.19) (0.97)
Income from discontinued operations attributabl&EB Donnelley

common shareholde — — — — 1.8
Net earnings (loss) attributable to RR Donnelleown

shareholder (651.9) (122.¢) 2211 (27.9) (189.9)
Net earnings (loss) per diluted share attributédlRR Donnelley

common shareholde (3.6 (0.69) 1.0¢ (0.13) (0.90
Total asset 7,262." 8,281. 9,083.: 8,747.¢ 9,494.;
Long-term debt 3,420.: 3,416.¢ 3,398.¢ 2,982.! 3,203.:

Reflectsresults of acquired businesses from the relevaquisition dates
Includes the following significant items:

For 2012: Pre-tax restructuring and impairment gaarnf $1,118.5 million, $4.8 million net benefibrih income tax adjustments
including the recognition of $26.1 million of preusly unrecognized tax benefits due to the resmiuti certain U.S. federal
uncertain tax positions and a $22.4 million berrgfidted to the decline in value and reorganizaibcertain entities within the
International segment, partially offset by a valoratllowance provision of $32.7 million on certaieferred tax assets in Latin
America and a provision of $11.0 million relatecctrtain foreign earnings no longer consideredetpé&rmanently reinvested,
$16.1 million pre-tax loss on debt extinguishm@&udt,1 million pre-tax impairment loss on an equityastment, $3.7 million prx
gain on pension curtailment and $2.5 million of @stion-related expense

For 2011: Pre-tax restructuring and impairment gaaof $667.8 million, $74.8 million recognitioniaEome tax benefits, $69.9
million pre-tax loss on debt extinguishment, $3&illion pre-tax gain on pension curtailment, $1Blion pre-tax contingent
compensation expense related to the Journalisrm®atiquisition, $9.8 million pre-tax gain on Heliimzestment and $2.2 million
of acquisitiol-related expense

For 2010: Pre-tax restructuring and impairment gaanf $157.9 million, $13.5 million of acquisitivelated expenses, $8.9 milli
pre-tax loss on the currency devaluation in Venkgzuecluding an increase in loss attributable @ogontrolling interests of $3.6
million and a pr-tax $1.1 million writ-down of affordable housing investmer

For 2009: Pre-tax restructuring and impairment gaamnf $382.7 million, $15.6 million of income taxpense due to the
reorganization of entities within the Internatiosajment, a $10.3 million ptex loss on the repurchases of $640.6 million ofa
notes, reclassification of a pre-tax loss of $2ilfion from accumulated other comprehensive los®$s on debt extinguishment
due to the change in the hedged forecasted inteagstents resulting from the repurchase of serotes a $2.4 million writelown
of affordable housing investments and $1.6 millibacquisitior-related expenses; a

For 2008: Pre-tax restructuring and impairment gaaof $1,184.7 million, a $9.9 million pre-taxdasssociated with the
termination of cross-currency swaps, a tax beéf228.8 million related to the decline in valuelaeorganization of certain
entities within the International segment and altemefit of $38.0 million from the recognition afieertain tax positions upon
settlement of certain U.S. federal income tax auidit the years 20(-2002.
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3.1

4.€

10.1

10.2

10.c

10.4

10.5

10.€

10.7

10.€

INDEX TO EXHIBITS

Restated Certificate of Incorporation (incorporabgdeference to Exhibit 3.1 to the Company’s QerdytReport on Form 10-Q for
the quarter ended June 30, 2007, filed on Augug0Q@7)

By-Laws (incorporated by reference to Exhibit 22he Company’s Current Report on Form 8-K datdatlrary 16, 2012, filed on
February 21, 201z

Instruments, other than those defining the rightsodders of long-term debt not registered underSecurities Exchange Act of
1934 of the registrant and of all subsidiariesvibich consolidated or unconsolidated financialestatnts are required to be filed
being omitted pursuant to paragraph (4)(iii)(A)ltefm 601 of Regulation S-K. Registrant agrees taifin a copy of any such
instrument to the Commission upon requ

Indenture dated as of November 1, 1990 betwee@dmepany and Citibank, N.A., as Trustee (incorpatdte reference to Exhibit
4 filed with the Compar’s Form SE filed on March 26, 19¢

Indenture dated as of March 10, 2004 between thep@ay and LaSalle National Bank Association, astei (incorporated by
reference to Exhibit 4.4 to the Company’s Quart&gport on Form 10-Q for the quarter ended Marcgh2804, filed on May 10,
2004)

Indenture dated as of May 23, 2005 between the @agnpnd LaSalle Bank National Association, as Beig¢incorporated by
reference to Exhibit 4.1 to the Comp’s Current Report on Forn-K dated May 23, 2005, filed on May 25, 20(

Indenture dated as of January 3, 2007 betweendhg@ny and LaSalle Bank National Association, astee (incorporated by
reference to Exhibit 4.1 to the Comp’s Registration Statement on Fori-3 filed on January 3, 200

Credit Agreement dated October 15, 2012, among@tmapany, as the borrower, certain of its subsidgrs guarantors, the lenc
party thereto, and Bank of America, N.A., as adetmtive agent (incorporated by reference to Exl98il to the Company’s
Current Report on Formr-K dated October 15, 2012, filed on October 16, 2(

Policy on Retirement Benefits, Phantom Stock Grants Stock Options for Directors (incorporated éference to Exhibit 10.1 to
the Compan’s Quarterly Report on Form -Q for the quarter ended June 30, 2008, filed onusug, 2008)’

Non-Employee Director Compensation Plan (incorpordtedeference to Exhibit 10.2 to the Company’s QardytReport on Form
1C-Q for the quarter ended June 30,2012, filed on Atugu2012)*

Directors’ Deferred Compensation Agreement, as a@eriincorporated by reference to Exhibit 10(bth® Company’s Quarterly
Report on Form 1-Q for the quarter ended September 30, 1998, fieNavember 12, 1998)

Amended and Restated Non-Qualified Deferred ConmgigrsPlan (incorporated by reference to Exhibib10 the Company’s
Annual Report on Form K for the fiscal year ended December 31, 2007dfidla February 27, 2008

2000 Broad-based Stock Incentive Plan, as ameridearforated by reference to Exhibit 10(a) to tleempany’s Quarterly Report
on Form 1-Q for the quarter ended September 30, 2003, fileMavember 12, 2003)

2004 Performance Incentive Plan (incorporated Bgreace to Exhibit 10.9 to the Company’s Annual &&pn Form 10-K for the
fiscal year ended December 31, 2008, filed on Fafyr@5, 2009)’

Amended and Restated R.R. Donnelley & Sons Complarfiynded Supplemental Benefit Plan (incorporateddgrence to Exhib
10.11 to the Compar's Quarterly Report on Form -Q for the quarter ended September 30, 2010, fileMavember 3, 2010)

Amendment to Amended and Restated R.R. Donnell&p8s Company Unfunded Supplemental Benefit Plaaofporated by
reference to Exhibit 10.12 to the Company’s Quérteeport on Form 10-Q for the quarter ended Sep&r80, 2010, filed on
November 3, 2010)
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10.9

10.1C

10.11

10.12

10.15

10.14

10.1¢

10.1€

10.17

10.1¢

10.1¢

10.2C

10.21

10.22

10.2¢

10.24

Supplemental Executive Retirement Plan for Desiph&ixecutives—B (incorporated by reference to BxAib.1 to Moore
Wallace Incorporated’s (Commission file number 1-80Quarterly Report on Form 10-Q for the quartetesl September 30,
2001, filed on November 14, 2001

Form of Option Agreement for certain executive aéfs (incorporated by reference to Exhibit 10.1theoCompany’s Annual
Report on Form 1-K for the fiscal year ended December 31, 2004¢fda March 14, 2005)

Form of Cash Bonus Agreement for certain execudffieers (incorporated by reference to Exhibit Btd the Company’s
Quarterly Report on Form -Q for the quarter ended March 31, 2010, filed oryMa2010)*

Form of Restricted Stock Unit Award Agreement fertain executive officers, as amended (incorporbieceference to Exhibit
10.17 to the Compars Annual Report on Form -K for the fiscal year ended December 31, 2008dfila February 25, 2009

Form of Restricted Stock Unit Award Agreement fertain executive officers, as amended (incorporbiereference to Exhibit
10.18 to the Compar's Annual Report on Form -K for the fiscal year ended December 31, 2008 fila February 25, 2009

Form of Restricted Stock Unit Award Agreement foedtors (incorporated by reference to Exhibit 106@ the Company’s
Annual Report on Form -K for the fiscal year ended December 31, 2004dfda March 14, 2005)

Form of Restricted Stock Unit Award Agreement foedtors (incorporated by reference to Exhibit 5@ the Company’s
Annual Report on Form K for the fiscal year ended December 31, 2007dfidla February 27, 2008

Form of Amendment to Director Restricted Stock Ukitards dated May 21, 2009 (incorporated by refeeeio Exhibit 10.23 to
the Compan’'s Quarterly Report on Form -Q for the quarter ended June 30, 2009, filed onusu§, 2009)’

Form of Amendment to Director Restricted Stock Ukitards (incorporated by reference to Exhibit 10@#he Company’s
Annual Report on Form -K for the fiscal year ended December 31, 2008dfda February 25, 2009

Form of Restricted Stock Unit Award Agreement foedtors (incorporated by reference to Exhibit B&X@the Company’s
Annual Report on Form -K for the fiscal year ended December 31, 2008dfda February 25, 2009

Form of Director Restricted Stock Unit Awards (ingorated by reference to Exhibit 10.26 to the CamyfmQuarterly Report on
Form 1(-Q for the quarter ended June 30, 2009, filed onusu§, 2009)’

Form of Performance Share Unit Award Agreementdjiporated by reference to Exhibit 10.28 to the Canys Quarterly Repo
on Form 1-Q for the quarter ended March 31, 2011, filed Mag@n1)*

Form of Performance Share Unit Award Agreementdjiporated by reference to Exhibit 10.29 to the Canys Quarterly Repo
on Form 1-Q for the quarter ended March 31, 2012, filed Mag@12)*

Form of Cash Bonus Award Agreement for certain atiee officers (incorporated by reference to Exhit).30 to the Company’s
Quarterly Report on Form -Q for the quarter ended March 31, 2012, filed Mag@12)*

Amended and Restated Employment Agreement datefid@vember 30, 2008 between the Company and Thdm@sinlan, IlI
(incorporated by reference to Exhibit 10.24 to @mmpany’s Annual Report on Form 10-K for the fisgaar ended December 31,
2008, filed on February 25, 200¢

Amended and Restated Employment Agreement datetidsvember 30, 2008 between the Company and JolRaRian
(incorporated by reference to Exhibit 10.25 to@wmpany’s Annual Report on Form 10-K for the fispadr ended December 31,
2008, filed on February 25, 200¢
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10.25 Amended and Restated Employment Agreement datefidgvember 28, 2008 between the Company and Dani¢hotts
(incorporated by reference to Exhibit 10.26 to@wmnpany’s Annual Report on Form K0for the fiscal year ended Decem
31, 2008, filed on February 25, 200¢

10.26 Amended and Restated Employment Agreement datefizscember 18, 2008 between the Company and Sazann
Bettman (incorporated by reference to Exhibit 1a®%e Company’s Annual Report on Form 10-K far fiscal year ended
December 31, 2008, filed on February 25, 20(

10.29 Amended and Restated Employment Agreement datefiMay 3, 2011 between the Company and Daniel Nb Le
(incorporated by reference to Exhibit 10.34 to@wmpany’s Quarterly Report on Form 10-Q for thertereended March 31,
2011, filed May 4, 2011)

10.30 Form of Indemnification Agreement for directorsq@mporated by reference to Exhibit. 10.32 to thenfany’s Quarterly
Report on Form 1-Q for the quarter ended September 30, 2005, fireavember 8, 2005)

10.31 Amended Management by Objective Plan (filed het@ywi

10.32 Amended 2009 Management by Objective Plan (inceedrby reference to Exhibit 10.33 to the CompaAyisual Report
on Form 1K for the fiscal year ended December 31, 2009 fda February 24, 2010

12 Statements of Computation of Ratio of Earningsike@d Charges (filed herewitl

14 Code of Ethics (incorporated by reference to Extiito the Company’s Annual Report on Form 10-Ktfe fiscal year
ended December 31, 2003, filed on March 1, 2!

21 Subsidiaries of the Company (filed herewi

23.1 Consent of Deloitte & Touche LLP (filed herewi

24 Power of Attorney (filed herewitt

31.1 Certification by Thomas J. Quinlan, Ill, Presidant Chief Executive Officer, required by Rule 13d&) and Rule 15d-14(a)
of the Securities Exchange Act of 1934 (filed hatky

31.2 Certification by Daniel N. Leib, Executive Vice Bigent and Chief Financial Officer, required by ®&Ba-14(a) and
Rule 15¢14(a) of the Securities Exchange Act of 1934 (fiedewith)

32.1 Certification by Thomas J. Quinlan, 1, Presidant Chief Executive Officer, required by Rule 13¢k) or Rule 15d-14(b)
of the Securities Exchange Act of 1934 and SedRiB0 of Chapter 63 of Title 18 of the United Sta@esle (filed herewith

32.2 Certification by Daniel N. Leib, Executive Vice Bigent and Chief Financial Officer, required by ®tBa-14(b) or Rule 15d-
14(b) of the Securities Exchange Act of 1934 anctiSe 1350 of Chapter 63 of Title 18 of the Unitethtes Code (filed
herewith)

101.INS XBRL Instance Documer

101.SCH XBRL Taxonomy Extension Schema Docum

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutr

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh

101.LAB XBRL Taxonomy Extension Label Linkbase Docum

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

*  Management contract or compensatory plan or arraage

E-3



Exhibit 10.31

RR Donnelley
Management By Objective Plan
(As amended and restated effective January 9, 2013)

OVERVIEW

The RR Donnelley Management By Objective Plan (fManagement By Objective Plan” or the “Plan”) issdmed to promote the growth and
profitability of RR Donnelley and its subsidiari@gh incentives to reward and enhance the reterdfadigible employees. Awards are made
depending on the Companyfinancial performance and on how well an eligéaeployee performs against individual objectives thnk to anc
support RR Donnelley’s strategic and financial pties.

The Plan is a sub-plan of the R. R. Donnelley &sS@ompany 2012 Performance Incentive Plan (the2Z0P”) and is subject to all of the
performance conditions established pursuant t@@2 PIP and the limitations set forth therein.W#spect to participants who are subject tc
Section 162(m) of the Internal Revenue Code, asdat(the “Code”), to the extent that any termhef Plan conflicts with the terms of the
2012 PIP, the terms of the 2012 PIP will apply.

The Human Resources Committee of the Board of Rirec¢the “Committee’) administers the Plan. Thenbattee has authority to establish
rules and regulations for the Planmplementation and administration, including dlag¢hority to impose limitations and conditions, wiespec
to competitive employment or otherwise, that areimeonsistent with the Plan’s purposes.

PARTICIPATION

Eligibility is limited to officers selected by tt@ommittee and other key employees designated imgrannually by the Chief Human
Resources Officer.

TARGET AWARD PERCENTAGE AND PLAN FUNDING

Each eligible participant’s target incentive oppoity under the Management By Objective Plan is@@ntage of such participasithase sala
as of December 31 of the Plan Year, or such ottmauat as determined by the Committee. This is refeto as the “Target Award Percentage
and will be communicated to eligible participantsaally. Eligible wages do not include disabilityriefit payments. The “Plan Year” for any
year is the calendar year. The portion of any Tia#geard Percentage that is dependent upon achieveofi@ersonal objectives may ve

based on the participant’s level in the Compang {fersonal Objective Percentage”) and will be camitated to eligible participants
annually.



Subject to the performance conditions establishetéuthe 2012 PIP and the limitations set fortleime the Company must fund the Plan for &
Plan Year for participants to receive an awardfiat Plan Year. The decision whether or not to filnedPlan for a particular Plan Year, as well
as the Plan’s funding level, is made by the Conamith its sole discretion based on financial pentorce targets set by the Committee, which
may not be amended after the end of the Plan YRan. funding is based upon the Company’s actuahfifal performance for the Plan Year
against the previously set targets and if the Catamidetermines that the financial targets have bast the Plan will be funded.

If the Company funds the Plan, then awards wilidaele based upon the Plan’s funding level and thecjpant’'s achievement of his or her
personal objectives, up to 125% of the particimiirget Award Percentage (or such other percertagetermined by the Committee). The
Committee will determine the percentage of theipigdnt's Target Award Percentage to be paid ogetaipon the participant’s Personal
Objective Percentage, achievement of personal tgscand the Plan’s funding level, and such pesggas will be communicated to the
participant.

Any actual award made under the Management By @tgePlan can range from 0% to 125% of the Targetl Percentage (or such other
percentage as determined by the Committee), depgmghion the Plan’s funding level, the participaft&rsonal Objective Percentage and
achievement of the participant’s personal objestive

PERSONAL OBJECTIVES

Personal objectives are established for each ftiteach Plan Year to link and support RR Domy&lstrategic and financial priorities. A
participant’s personal objectives are determinatheear in consultation with the participant ansl & her manager and are communicated to
the participant in writing as part of the objecty@al-setting process. The portion of any TargetAdWPercentage that is dependent upon
achievement of personal objectives may vary basati® participant’s level in the Company and wdldommunicated to eligible participants
annually. The Committee’s determination of wheth@articipant has attained, in whole or in pag, plarticipant’'s personal objectives for a
Plan Year, shall be final and binding.

AWARD AMOUNT AND PAYMENT

Awards are paid following the Plan Year after tt@r@nittee has certified the achievement of perforreagoals under the 2012 PIP and the
Plan funding decisions and personal performancesurements have been made. Except as otherwiselptblierein or by the Committee at
any time prior to the end of such Plan Year, angravto be paid under the Plan shall be paid tgieeis within 21 2 months after the end of
the Plan Year (i.e., by March 15). A participantsnioe on the payroll of the Company as of the dritle@Plan Year (i.e. as of December 31) tc
receive an award. Special provisions apply to@etirand in the case of a participant’s death aatiliy. (Please refer to the Changes in
Employment Status section of this document forildgt
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The Committee has the discretionary authority practhe end of the Plan Year to determine to payaavard in installment payments over a
specified period of time. The Committee also hasmitionary authority to increase or decrease tieuat of the award otherwise payable if it
determines prior to the end of the Plan Year thaadjustment is appropriate to better reflect #taa performance of the Company and/or the
participant; provided, however, that the Commitiegy not increase the amount of the award payaldeprson who is a “covered employee,”
as defined in Section 162(m) of the Code, to anuarhim excess of the amount earned under the 20A.2TRe Committee also has
discretionary authority to reduce the amount ofetvard otherwise payable if it determines thatgheicipant engaged in misconduct.

BENEFITS AND TAX TREATMENT
Award payments are subject to applicable deductioefuding social security taxes and federal gopliaable state and local income tax
withholding.

The treatment of award payments as compensatigoufposes of other RR Donnelley employee beneffitssis determined by the terms of
the applicable plans.

CHANGES IN EMPLOYMENT STATUS
A. PROMOTIONS, DEMOTIONS, TRANSFERS, CHANGES IN ASSIGNMENT

If a participant is promoted, demoted, transfetoedr between business units or from corporatenduttie year, any award payout
normally will be calculated by prorating the payotdr each eligible position based on the timegaesi to that position.

B. NEW HIRE

Employees hired prior to Octobertl of the Plan Yaall be eligible to participate in the Manageni@niObjective Plan in the year of
hire if designated. Eligible employees hired aBeptember 30 of the Plan Year shall not be eligibleegin participation in the Plan
until the following year, except for those who re@eeapproval for participation from the Companyki€f Human Resources Officer.

C. RETIREMENT, DEATH or DISABILITY
A participant’s retirement*, death, or Disabilitytfuring a Plan Year or prior to the payment datémneit disqualify a participant from
eligibility to receive any award that otherwise webbe due under the Plan.

* For purposes of the Plan, “retirement” generatigans (i) retirement at age 65, or (ii) retiremagndr after age 55 with 5 or more years of
continuous service

~3~



**  For purposes of the Plan, “Disability” meansalidlity as defined as in the Company’s laegm disability policy as in effect at the time
the participar's disability.

D. OTHER TERMINATION

If participant’s employment terminates for reasoti®er than retirement (as defined above), deatDjsability (as defined above) prior to
the end of the Plan Year, no award shall be payable

ADMINISTRATION
The Committee has full discretionary authority timénister the Plan, including the authority to detme the performance achievement atta

under the Plan. The Committee may delegate to menfdRR Donnelley’s management the authority tmiadister the Plan and determine
performance under the Plan.

RR Donnelley retains the right to amend or tern@rthe Plan at any time; provided however that asézdany plan year may not be amendec
or terminated after the completion of such Planr¥ea@ept in cases of misconduct of the participant.

Questions regarding the Plan should be directéldet@orporate Compensation Department.

~4 ~



RR Donnelley & Sons Company
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

(in millions, except ratios)

Earnings (loss) available for fixed charg

Earnings (loss) from continuing operations befomme taxes and
noncontrolling interest

Less: Equity income (loss) of minority-owned comigarincluded in earnings
(loss) from continuing operations before incomestaand noncontrolling
interests

Less: Income (loss) attributable to noncontrolliniggrests

Add: Fixed charges before capitalized inte

Add: Amortization of capitalized intere

Total earnings (loss) available for fixed char

Fixed charges

Interest expens
Interest portion of rental expen

Total fixed charges before capitalized intel
Capitalized interes

Total fixed charge

Ratio of earnings (loss) to fixed charges

(@)

respectively, due to certain charges in each

Years ended December 3.

Exhibit 12

2012 2011 2010 2009 2008
$(640.0 $(237.9 $323.C $ 93.1 $(269.9

0.2 (1.2) 0.2) 0.3 —
2.2) 1.5 (4.€) 5.9 6.2
314..  307. 2927 305.  299.(
3.4 3.E 3.6 4.3 5.C
$(320.5) $ 730 $624.0 $396.f $ 28.
$267.0 $257.0 $222.6 $234€ $226.
474 50.4 70.1 71.C 72.¢
314  307. 2927 305  299.(
4.1 2. 1. 1.7 2.
$318F $310.. $294.6 $307.c $30L.F
(1.01) 0.24 2.12 1.2¢ 0.0¢

In 2012, 2011 and 2008, earnings (loss) weaddguate to cover fixed charges by $638.7 milg287.2 million and $273.1 million,



R. R. Donnelley & Sons Company
Subsidiaries as of 2/21/2013

Entity Name
77 Cap General Partner, Inc.

77 Capital Partners Il., L.

Asia Printers Group Limite

Banta Corporatiol

Banta Europe B.V

Banta Global Turnkey (Shenzhen) Co., L
Banta Global Turnkey (Singapore) PTE L
Banta Global Turnkey Ltc

Banta Global Turnkey Ltd. [Irelant

Banta Global Turnkey, Ltd. [UK

Banta Global Turnkey, s.r.

Banta Integrated Mec-Cambridge, Inc
Beijing Donnelley Printing Co., Ltc
BGT-US, LLC

Bowne International Do Brasil Servicos Graficos &nlincacao Corporative Ltd

Bowne International Holdings Gmbh

Bowne International Ltd. [UK

Bowne International Luxembourg SAF
Bowne International, L.L.C

Bowne UK Limited

Brightime Ventures Limite:

Cardinal Brands Azteca S.A. de C.
Cardinal Brands Canada Comp:z

Cardinal Brands de Mexico S.A. de C
Cardinal Brands Fabricacion S.A. de C
Cardinal Brands Holding Compal

Cardinal Brands Matamoros S.A. de C
Critical Mail Continuity Services Limite
Data Entry Holdings Limited (Jerse

Data Entry International Limited (Cypru
DEI Group Limited

Devonshire Appointments Limite
Devonshire Gmb}

Devonshire Recruitment Holdings Limit
Devonshire Sp. z o.

Dongguan Donnelley Printing Co., LI
Donnelley Cochrane Grafica Editora Do Brasil Lt
e-doc Group Pension Scheme Trustee Lim
edotech Trustee Company Limit

Helium, Inc.

Impresora Donneco Internacional, S. de R.L. de
Inversora Dirkon S.A

Journalism Online, LL(

King Yip (Dongguan) Printing & Packaging FactondL
King Yip Packaging (China) Limite
Kunshan Donnelley Commerical Co., L
Lasercom (UK) Limitec

Lasercom Holdings Limite

LibreDigital, Inc.

LLC “R.R. Donnelle”

Maverick Acquisition LLC

Moore (St.Lucia) Ltc

Moore Business Forms Holdings UK Limit

Domestic Jurisdiction

Exhibit 21

Country

Delaware
Delaware
Cayman Island
Wisconsin
Netherland:
China
Singapore
Texas

Ireland

United Kingdom
Czech Republi
Massachusett
Beijing
Wisconsin
Brazil
Switzerland
United Kingdom
Luxembourg
Delaware
United Kingdom
Cayman Island
Mexico

Nova Scotie
Mexico
Mexico
Delaware
Mexico
England
Channel Island
Cyprus
England
England
Germany
England
Poland

China

Brazil

England
England
Delaware
Mexico
Uruguay
Delaware
China

British Virgin Islands
China

England
England
Delaware
Moscow
Delaware

St. Lucia
United Kingdom

United State:
United State:
Cayman Island
United State:
Netherland:
China
Singapore
United State:
Ireland

United Kingdom
Czech Republi
United State:
China

United State:
Brazil
Switzerlanc
United Kingdom
Luxembourg
United State:
United Kingdom
Cayman Island
Mexico

Canade

Mexico

Mexico

United State:
Mexico
England

Jersey

Cyprus
England
England
Germany
England

Poland

China

Brazil

England
England

United State:
Mexico
Uruguay

United State:
China

British Virgin Islands
China

England
England

United State:
Russian Federatic
United State:
St. Lucia
United Kingdom



Moore Business Forms Limite

Moore Canada Corporatic

Moore Chile, S.A

Moore de Venezuela S

Moore IMS BV

Moore International B.V

Moore Paragon (Caribbean) Limit

Moore Response Marketing B

Moore Response Marketing BVB

Moore Response Marketing Gmt

Moore Response Marketing L

Moore Trinidad Ltc

Noble World Printing (Holdings BVI) Limite:
OfficeTiger BV

OfficeTiger Global Real Estate Services |
OfficeTiger Holdings Inc

OfficeTiger LLC

R R Donnelley Outsource (Private) Limit

. Donnelley (Europe) Limite

. Donnelley (Mauritius) Holdings LT

. Donnelley (Santiago) Holdings LL

. Donnelley (U.K.) Directory Limite

. Donnelley (U.K.) Limite«

. Donnelley Argentina, S./

. Donnelley Asia Printing Solutions Limit

. Donnelley Business Communication Servicesitieid
. Donnelley Business Process Outsourcing Loh
. Donnelley Chile Limitad

. Donnelley de Costa Rica, S

. Donnelley de Guatemala, S

. Donnelley de Honduras, S.A. de C

. Donnelley de Mexico S. de R.L. de C

. Donnelley Deutschland Gmt

. Donnelley Document Solutions (Austria) Gir

. Donnelley Document Solutions (Germany) Gn
. Donnelley Document Solutions (Ireland) Lirdi

. Donnelley Document Solutions (Switzerland)tkh
. Donnelley Document Solutions Sp. z.i

. Donnelley El Salvador, S.A. de C

. Donnelley Europe B.\

. Donnelley Europe Sp. z ¢

. Donnelley Financial Asia Limite

. Donnelley Global Document Solutions Limi

. Donnelley Global Turnkey Solutions Poland, &p.o
. Donnelley Global, In

. Donnelley Holdings C.\

. Donnelley Holdings Mexico, S. de R.L. de C

. Donnelley Hungary Printing and Trading Linditeiability Company
. Donnelley Imprimerie Nationale Document Siolos SAS
. Donnelley Kielce S./

. Donnelley Latin America L.L.C

. Donnelley Limitec

. Donnelley Luxembourg SAK

. Donnelley Netherlands B.’

. Donnelley Print & Media Services Limit

. Donnelley Printing (France) SAF

. Donnelley Printing Company

A0V 000000000000000000000000707D
PP PPV PR s e e e PP VR e s s s P B R s e s e s b B b e B B s B s B ol

United Kingdom
Nova Scotie
Chile
Venezuele
Netherland:
Netherland:
Barbados
Netherland:
Belgium
Germany
United Kingdom
Trinidad

British Virgin Islands

Netherland:
Delaware
Delaware
Delaware
Sri Lanka
Delaware
Mauritius
Delaware
United Kingdom
United Kingdom
Argentina
Hong Kong
England
England
Chile

Costa Rice
Guatemale
Honduras
Mexico
Frankfurt/Main
Austria
Germany
Ireland
Switzerland
Poland

El Salvadotl
Netherland:
Poland
Hong Kong
England
Poland
Delaware
Netherland:
Mexico
Hungary
France
Poland
Delaware
United Kingdom
Luxembourg
Netherland:
England
France
Delaware

United Kingdom
Canade

Chile

Venezuele
Netherland:
Netherlands
Barbados
Netherlands
Belgium
Germany
United Kingdom

Trinidad And Tobagc
British Virgin Islands

Netherland:
United State!
United State!
United State:
Sri Lanka
United State:
Mauritius
United State!
United Kingdom
United Kingdom
Argentina
Hong Kong
England
England
Chile

Costa Rice
Guatemale
Honduras
Mexico
Germany
Austria
Germany
Ireland
Switzerland
Poland

El Salvadotl
Netherland:
Poland
Hong Kong
England
Poland
United State!
Netherland:
Mexico
Hungary
France
Poland
United State:
United Kingdom
Luxembourg
Netherland:
England
France
United State:



R. R. Donnelley Publishing India Private Limit

R. R. Donnelley Receivables, Ir

R. R. Donnelley Roman Financial Limit

R. R. Donnelley Starachowice Sp. z

R.R. Donnelley de Puerto Rico, Co

R.R. Donnelley Holdings B.\

R.R. Donnelley Operaciones, S. de R.L. de (

Roman Financial Press (Holdings) Limit

RR Donnelley Servicios, S.A. de C.

RR Donnelley (Chengdu) Printing Co., L

RR Donnelley (China) Holding Co., Lt

RR Donnelley (Hong Kong) Limite

RR Donnelley (Shanghai) Commerical Co., L

RR Donnelley Alabuga LL(

RR Donnelley Belgium BVB/

RR Donnelley Document Solutions S,

RR Donnelley Editora e Grafica Ltc

RR Donnelley Financial Ireland Limite

RR Donnelley Financial, In

RR Donnelley Finland O

RR Donnelley Global Business Process Outsourcingted
RR Donnelley Global Document Solutions Group Lirdi
RR Donnelley Global Turnkey Solutions (Kunshan),Cad.
RR Donnelley Global Turnkey Solutions Limit

RR Donnelley Global Turnkey Solutions Mexico, S.Ri¢. de C.V.

RR Donnelley Holdings Venezuela, S

RR Donnelley India Outsource Private Limit
RR Donnelley International de Mexico, S.A. de C
RR Donnelley Italy S.r.|

RR Donnelley Japan, In

RR Donnelley Logistics Services Worldwide, I
RR Donnelley Philippines In

RR Donnelley SAS

RR Donnelley Singapore Pte Li

RR Donnelley Spain, S.I

RRD BPO Holdings Limite«

RRD Canada Financial Compa

RRD Dutch Holdco, Inc

RRD Financial of New York City, L.L.C
RRD GDS Holdings (Europe) Limite

RRD GDS Limited

RRD Holdings C.V

RRD Netherlands LL(

RRD PM Holdings Limitec

RRD Secaucus Financial, Ir

RRD SSC Europe BVB;

Sequence Medical LL!

Sequence Partners LL

Sequence Personal LL

Shanghai Donnelley PreMedia Technology Co.,
Shenzhen Donnelley Printing Co., L

Sierra Industrial S. de R.L. de C.

South China Printing (Holdings) Lt

South China Printing Company Limit
Valiant Packaging (Holdings) Limite

Von Hoffman LLC

Von Hoffmann Holdings Inc

work-bench c-op LLC

India

Nevada

Hong Kong
Poland

Puerto Ricc
Netherland:
Mexico

British Virgin Islands
Mexico
ChengdL
China

Hong Kong
China
Republic of Tatarsta
Belgium
France

Brazil

Ireland
Delaware
Finland
England
United Kingdom
China

Ireland

Mexico
Venezuele
Chenna
Mexico

Italy

Tokyo
Delaware
Philippines
France
Singapore
Spain

England

Nova Scotic
Delaware

New York
England
United Kingdom
Netherland:s
Delaware
England

New York
Belgium
Delaware
Delaware
Delaware
Shangha
China

Mexico
Cayman Island
Hong Kong
British Virgin Islands
Delaware
Delaware
Delaware

India

United State:
Hong Kong
Poland

United State!
Netherlands
Mexico

British Virgin Islands
Mexico

China

China

Hong Kong
China

Russian Federatic
Belgium
France

Brazil

Ireland

United State:
Finland
England
United Kingdom
China

Ireland

Mexico
Venezuele
India

Mexico

Italy

Japar

United State!
Philippines
France
Singapore
Spain

England
Canad:e

United State!
United State!
England
United Kingdom
Netherland:s
United State:
England
United State!
Belgium
United State!
United State!
United State:
China

China

Mexico
Cayman Island
Hong Kong
British Virgin Islands
United State!
United State:
United State:



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statement Nos. 333-87430, 333-55788,&38t4, 333-37042, 333-80995, 333-
113258, and 333-159393 on Form S-8, and Registr&iatement No. 333-183023 on Forn3 8f our reports dated February 26, 2013, rel:
to the consolidated financial statements of R.Raifizley & Sons and subsidiaries (the “Company”) tredeffectiveness of the Company’s
internal control over financial reporting, appearin this Annual Report on Form 10-K of R.R. Dordegl& Sons Company for the year ended
December 31, 2012.

/s/ DELOITTE & TOUCHE LLP

Chicago, lllinois
February 26, 2013



Exhibit 24

POWER OF ATTORNEY

KNOW ALL BY THESE PRESENTS, that each person whsig@ature appears below constitutes and appoirzarde S. Bettman,
Andrew B. Coxhead and Daniel N. Leib, or any ofithédis or her true and lawful attorney4{imet and agent, with full power of substitution ¢
resubstitution, in any and all capacities, to gttgnAnnual Report on Form 10-K of R.R. Donnelleys&ns Company for its fiscal year ended
December 31, 2012 and any and all amendments eherad to file the same with all exhibits theretogd other documents in connection
therewith, with the Securities and Exchange Comimisgranting unto said attorney-in-fact and adatitpower and authority to do and
perform each and every act and thing requisitereatgssary to be done in and about the premiséd)yato all intents and purposes as he or
she might or could do in person, hereby ratifying aonfirming all that said attorney-in-fact anaag or her substitute, may lawfully do or
cause to be done by virtue hereof. This Power tdrAey shall be effective from the date on whicis gsigned until June 30, 2013.

Dated: February 21, 2013

/s/ Susan M. Camerc /s/ Richard K. Palme
Susan M. Camera Richard K. Palme

/sl Lee A. Chade /s/ John C. Pop

Lee A. Chadel John C. Pop

/s/ Richard L. Cranda /s/ Michael T. Riordau
Richard L. Crandal Michael T. Riordar
/s/ Judith H. Hamiltor /s/ Oliver R. Sockwel
Judith H. Hamiltor Oliver R. Sockwel
/sl Thomas S. Johnsi /s| Stephen W. Wol

Thomas S. Johnsc Stephen W. Wol



EXHIBIT 31.1

Certification Pursuant to Rule 13a-14(a) and Rule 8d-14(a)
of the Securities Exchange Act of 1934

I, Thomas J. Quinlan, Ill, certify that:

1.
2.

| have reviewed this annual report on Forr-K of R.R. Donnelley & Sons Compar

Based on my knowledge, this report does notaioriny untrue statement of a material fact or dondttate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, nisadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

(a) designed such disclosure controls and procsdareaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

(b) designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) evaluated the effectiveness of the registratisslosure controls and procedures and presentsi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyaport based on such
evaluation; an

(d) disclosed in this report any change in thegtegnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@) all significant deficiencies and material weasses in the design or operation of internal cbotrer financial reporting that are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) any fraud, whether or not material, that ines\management or other employees who have a sgmifiole in the registrant’s
internal control over financial reportin

Date: February 26, 2013

/'s/  THOMASJ. QUINLAN , IlI

Thomas J. Quinlan, Il
President and Chief Executive Officer




EXHIBIT 31.2

Certification Pursuant to Rule 13a-14(a) and Rule 8d-14(a)
of the Securities Exchange Act of 1934

I, Daniel N. Leib, certify that:

1.
2.

(@)

(b)

| have reviewed this annual report on Forr-K of R.R. Donnelley & Sons Compar

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongtate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and hav

(&) designed such disclosure controls and procsdareaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

(b) designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) evaluated the effectiveness of the registradisslosure controls and procedures and presentihisi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyéport based on such
evaluation; an

(d) disclosed in this report any change in thegtegnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#y) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

all significant deficiencies and material weasses in the design or operation of internal cbotrer financial reporting that are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

any fraud, whether or not material, that inesymanagement or other employees who have a si@niifiole in the registrant’s internal
control over financial reporting

Date: February 26, 2013

/s/  DANIEEL N. L EIB
Daniel N. Leib
Executive Vice President and Chief Financial Office




EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

CERTIFICATION PURSUANT TO RULE 13a-14(b) OR RULE 15d-14(b)
AND SECTION 1350 OF CHAPTER 63 OF TITLE 18
OF THE UNITED STATES CODE (18 U.S.C. 1350),
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of R. R. Doltee& Sons Company (the “Company”) on Form 10-K fiee period ending
December 31, 2012 as filed with the SecuritiesExcthange Commission on the date hereof (the “R8pdrfThomas J. Quinlan, IIl, Preside
and Chief Executive Officer of the Company, certgursuant to 18 U.S.C. § 1350, as adopted purso&906 of the Sarbanes-Oxley Act of

2002, that:
(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh1934; anc

(2) The information contained in the Report faphgsents, in all material respects, the finanaaldition and results of operations of
the Company

February 26, 2013 /s|  THOMASJ. QUINLAN , IlI
Thomas J. Quinlan, 1lI
President and Chief Executive Officel




EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

CERTIFICATION PURSUANT TO RULE 13a-14(b) OR RULE 15d-14(b)
AND SECTION 1350 OF CHAPTER 63 OF TITLE 18
OF THE UNITED STATES CODE (18 U.S.C. 1350),
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of R. R. Doltee& Sons Company (the “Company”) on Form 10-K fiee period ending
December 31, 2012 as filed with the Securitiesxcthange Commission on the date hereof (the “R8parDaniel N Leib, Executive Vice
President and Chief Financial Officer of the Comparertify, pursuant to 18 U.S.C. § 1350, as adbpiersuant to § 906 of the Sarbatidey
Act of 2002, that:

(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh1934; anc
(2) The information contained in the Report faphgsents, in all material respects, the finanaaldition and results of operations of
the Company

/s/ DaNEL N. L EIB




