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ITEM 1. BUSINESS
Company overview

R.R. Donnelley & Sons Company (“RR Donnelley,” t@@mpany,” “we,” “us,” and “our”) is a global proger of integrated
communications. Founded more than 145 years agd@;dmpany works collaboratively with more than 60,@ustomers worldwide to
develop custom communications solutions that redosts, enhance return on investment and ensurplieoroe. Drawing on a range of
proprietary and commercially available digital ammhventional technologies deployed across fourigents, the Company employs a suite of
leading Internet-based capabilities and other nessuo provide premedia, printing, logistics andibess process outsourcing products and
services to leading clients in virtually every @te and public sector.

Business acquisition

On June 18, 2009, the Company acquired Prospeetnsdl, LLC (“Prospectus”), an e-delivery compaagdted in Fitzgerald, Georgia.
Prospectus’s operations are included in the Uit Bnd Related Services segment.

On January 2, 2009, the Company acquired the asSBEROSA, a web printing company located in Sgwjahile. PROSA’s
operations, which produce magazines, catalogs| iretarts and soft-cover textbooks, are includethie International segment.

On March 14, 2008, the Company acquired Pro LimetiRg, Inc. (“Pro Line”), a multi-facility, privatly held producer of newspaper
inserts headquartered in Irving, Texas. Pro Lilngerations are included in the U.S. Print and Rel&ervices segment.

On December 27, 2007, the Company acquired CarBirsadds, Inc. (“Cardinal Brands”), a designer, deper and manufacturer of
document-related business, consumer and hobby giodtardinal Brands has manufacturing operatiorise United States and Mexico.
Cardinal Brands’ operations are included in the. Pyt and Related Services segment.

On May 16, 2007, the Company acquired Von Hoffmanleading U.S. based printer of books and othedymrts that serves primarily
the education, trade and business-to-busines®gagattors, from Visant Corporation. Von Hoffmanofgrations are included in the U.S.
Print and Related Services segment.

On January 24, 2007, the Company acquired Pernydiitbldings Incorporated (“Perry Judd’s”), a penbf magazines and catalogs
with long- and short-run capabilities for produccmnsumer and business-to-business catalogs aasvetinsumer, trade and association
magazines. Perry Judd’s operations are includéueitd.S. Print and Related Services segment.

On January 9, 2007, the Company acquired BantadZatipn (“Banta”), a provider of comprehensive firig and digital imaging
solutions to leading publishers and direct marlsgtieciuding digital content management and e-lassirservices. Additionally, Banta
provided a wide range of procurement managemenb#ret outsourcing capabilities to the world’s Esgtechnology companies. Banta'’s
operations are included in the U.S. Print and Rel&ervices segment with the exception of its Gldbankey Solutions operations, which
are included in the International segment.
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Segment description

The Company operates primarily in the commercitgrortion of the printing industry, with relatgdoduct and service offerings
designed to offer customers complete solutiongdmnmunicating their messages to target audiendesCbmpany’s segments and their
products and service offerings are summarized helow

U.S. Print and Related Services

The U.S. Print and Related Services segment insltibeCompany’s U.S. printing operations, managesha integrated platform,
along with related logistics, premedia and prinhagement services. This segmsemifoducts and related service offerings includganmes
catalogs, retail inserts, books, directories, fmalprint, direct mail, forms, labels, office pratts, statement printing, premedia and logistics
services.

The U.S. Print and Related Services segment aceddiot approximately 75% of the Company’s consaédanet sales in 2009.

International

The International segment includes the CompanysWds. printing operations in Asia, Europe, Latimérica and Canada.
Additionally, this segment includes the Companyisibess process outsourcing and Global TurnkeytiSoBioperations. Business process
outsourcing provides transactional print and outsiog services, statement printing, direct mail anidt management services through its
operations in Europe, Asia and North America. Gldhankey Solutions provides outsourcing capaleisitincluding product configuration,
customized kitting and order fulfillment for tecHogy, medical device and other companies aroundvtiméd through its operations in
Europe, North America and Asia.

The International segment accounted for approxilp@8% of the Company’s consolidated net sales0ido2

Corporate

Corporate consists of unallocated general and astrative activities and associated expenses iidiidn part, executive, legal,
finance, information technology, human resourcedain facility costs and LIFO inventory provisiotis addition, certain costs and earnings
of employee benefit plans, primarily componentseif pension and postretirement benefits expenss tithn service cost, are included in
Corporate and not allocated to operating segments.

Financial and other information related to theggsents is included in Item Kjanagement’s Discussion and Analysis of Financial
Condition and Results of Operatiomsid in Note 19Segment Informatioro the Consolidated Financial Statements. Additiarfarmation
related to the Company’s International operatignscluded in Note 2@;eographic Area and Product Informatido,the Consolidated
Financial Statements.

Competition and strategy

The print and related services industry, in genexitinues to have excess capacity and remaimgyhigmpetitive. Despite some
consolidation in recent years, the printing indgsémains highly fragmented. Across the Compargrge of products and services,
competition is based primarily on price, in additto quality and the ability to service the speoiatds of customers. Industry sales declined
significantly during 2009 and could continue toldexin 2010, with modest growth projected as tben®my recovers. The additional excess
capacity created by these declining volumes hasdteekin intensified price competition in some pwotllines. Management expects that pi
for the Company’s products and services will camito be a focal point for customers in coming gebr the current economic environment,
the Company believes it needs to continue to latgerost structure and differentiate its productd service offerings.
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Technological changes, including the electronitridistion of documents and data, online distribmtéod hosting of media content,
advances in digital printing, print-on-demand anginet technologies, continue to impact the mdidkethe Company’s products and
services. The Company seeks to leverage the distnzapabilities of its products and servicesmgliove its customers’ communications,
whether in paper form or through electronic commations. The Company’s goal remains to help itsarusrs succeed by delivering
effective and targeted communications in the righiat to the right audiences at the right time nisigement believes that with the
Company’s competitive strengths, including its lofoange of complementary print-related servicesnstlogistics capabilities, technology
leadership, depth of management experience, cust@iaionships and economies of scale, the Compasydeveloped and can further
develop valuable, differentiated solutions forcitsstomers. The Company seeks to leverage its drpfegform and strong customer
relationships in order to serve a larger shar¢safustomers’ print and related services needs Cidmpany also believes that its strong
financial condition is important to customers foeti®n establishing or growing long-term relatiopshwith a stable provider of print and
related services. Especially in the current un@egaonomic environment, the Company’s financiedrsgth is seen as a competitive
advantage. The Company has made targeted acqussitiat offer customers greater capacity and filityiland further secure the Company’s
position as a leader in the industry.

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

Seasonality

Advertising and consumer spending trends affectadehin several of the end-markets served by thepgaom 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 asaktvolumes. This typical seasonal pattern canrpacted by overall trends in the US and
world economy. For example, the Company experietm&dr net sales in the second half of 2008 thathérfirst half due to the significant
volume declines driven by the credit crisis andted slowdown in the global economy, along withithpact of foreign exchange rates.
Compared to 2008, the seasonal pattern in 2009neas in line with historical trends.

Raw materials

The primary raw materials the Company uses inritgt pusinesses are paper and ink. The Companytiagggwith leading suppliers to
maximize its purchasing efficiencies, uses a widieety of paper grades, formats, ink formulationd aolors and does not rely on any one
supplier. In addition, a substantial amount of pafsed by the Company is supplied directly by cusis. Variations in the cost and supph
certain paper grades used in the manufacturingessmay affect the Company’s consolidated finamewgults. Prices for paper grades used
by the Company generally declined in the first ledl2009 as overall market demand weakened witletomomy but stabilized in the second
half of the year. Recent strengthening of econaroiaitions, combined with paper industry capadiguctions, may cause prices to increase
in 2010. Generally, customers directly absorb thpact of changing prices on customer-supplied papéh respect to paper purchased by
the Company, the Company has historically passbkstantially all increases and decreases through tustomers. Contractual arrangemu
and industry practice should support the Compagcgrginued ability to pass on any future paper pinceeases to a large extent, but there is
no assurance that market conditions will contiraiertable the Company to successfully do so. Intiaddimanagement believes that paper
supply is consolidating, and there may be shostialthe future in supplies necessary to meet the
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demands of the entire marketplace. Higher papeesgrénd tight paper supplies may also have an ingpacustomers’ demand for printed
products.

The Company continues to monitor changes in theemf crude oil and other energy costs, which irtgtee Company’s ink suppliers,
logistics operations and manufacturing costs. Caidgrices continued to be volatile in 2009; howg\uel costs in 2009 were generally
lower compared to 2008. The Company believes gsts operations will continue to be able to passibstantial portion of any increase
fuel prices directly to its customers in order ftset the impact of related cost increases. The @y generally cannot pass on to customers
the impact of higher energy prices on its manufaagucosts. The Company cannot predict sudden @simgenergy prices and the impact
that possible future energy price increases oredses might have upon either future operating costastomer demand and the related
impact either will have on the Company’s consokdaannual results of operations, financial positorash flows.

Distribution

The Company'’s products are distributed to esdrs through the U.S. or foreign postal servitesugh retail channels, electronically
by direct shipment to customer facilities. Throuighogistics operations, the Company managesigtslition of most customer products
printed by the Company in the U.S. and Canada tamiae efficiency and reduce costs for customers.

Postal costs are a significant component of masyoooers’ cost structures and postal rate changemftaence the number of pieces
that the Company’s customers are willing to primd anail. On May 11, 2009, new postage rates weatdffect for all mail classes in the
United States. The new rates increased the castiding by approximately 3.9%, which is the cap enthe Postal Accountability and
Enhancement Act (“the Act”JUnder the Act, it is anticipated that postage widrease annually by an amount equal to or sligbg than th
Consumer Price Index. On October 15, 2009, theddrifitates Postal Service announced that it dogatead to seek a rate increase for
2010. As a leading provider of print logistics dhd largest mailer of standard mail in the U.S, @ompany works closely with the U.S.
Postal Service and its customers on programs tamize costs and ensure the viability of postalribsition. While the Company does not
directly absorb the impact of higher postal ratest® customers’ mailings, demand for productsritigted through the U.S. or foreign postal
services is expected to be impacted by changessitajrates. In addition, the Company offers intiweaproducts and services to minimize
customers’ postal costs and has invested in equipara technology to meet customer demand for thesaces.

Customers

For each of the years ended December 31, 2009, 2802007, no customer accounted for 10% or moteeo€ompany’s consolidated
net sales.

Research and Developme

The Company has a research facility in Grand Islaledv York that supports the development and impletation of new technologies
to meet customer needs and improve operating efitéés. The Company’s cost for research and dewedopactivities is not material to the
Company’s consolidated annual results of operatifimancial 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 uaéerin the future, in the opinion of managemeaipliance with the present
environmental protection laws, before taking into@unt estimated recoveries from third partiesl mit have a material adverse effect on the
Company’s consolidated annual results of operatifdmancial position or cash flows.
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Employees
As of December 31, 2009, the Company had approgimat,800 employees.

Available Information

The Company maintains an Internet website at wvdarrnelley.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 (“SET{e Principles of Corporate
Governance of the Company’s Board of Directors ctiarters of the Audit, Human Resources and Cotpdasponsibility & 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 rigkd ancertainties. These
statements are based on the beliefs and assumpfitims Company. Generally, forward-looking stateteénclude information concerning
possible or assumed future actions, events, oltsasfuoperations of the Company.

These statements may include, or be precededlowfd 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 Statemetstained in the Private Securities Litigation Refokct of 1995 for all forward-looking
statements.

Forward-looking statements are not guaranteesrédqpeance. The following important factors, in atifuh to those discussed elsewhere
in this Annual Report on Form 10-K, could affeat flature results of the Company and could caussethesults or other outcomes to differ
materially from those expressed or implied in amvard-looking statements:

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

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

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

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

» the Company’s ability to access unsecured delitdrcapital markets and the participants’ ability#sform to our contractual
lending and insurance agreemel

« factors that affect customer demand, including glearin postal rates and postal regulations, changég capital markets,
changes in advertising markets, the rate of mignaftiom paper-based formats to digital formatstmuers’ budgetary constraints
and changes in custom’ shor-range and lor-range plans

» the ability to gain customer acceptance of the Caomy's new products and technologi
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» the ability to secure and defend intellectual propeghts and, when appropriate, license requiestinology;

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 rezgifor the sale of k-products;

« changes in ratings of the Company’s debt securities result of financial community and ratingraxyeperceptions of the
Compan’s business, operations and financial conditionthadndustry in which the Company opera

» the ability to generate cash flow or obtain finamgcio fund growth
» the effect of inflation, changes in currency exammates and changes in interest re

» the effect of changes in laws and regulationspiticlg changes in accounting standards, tradeetasitonmental compliance
(including the emission of greenhouse gases arat athpollution controls), health and welfare biéseprice controls and other
regulatory matters and the cost, which could bestauibial, of complying with these laws and reguoliasi;

e contingencies related to actual or alleged envirmiad contaminatior
» the retention of existing, and continued attractbadditional, customers and key employe
» the effect of a material breach of security of ahyhe Compan’'s systems
» the effect of labor disruptions or labor shorta¢
» the effect of economic and political conditionsaregional, national or international ba:
» the effect of economic weakness and constrainedrtsing;
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 pamtc outbreak
* adverse outcomes of pending and threatened liigaéind
» other risks and uncertainties detailed from timértee in the Compar’s filings with the SEC
Because forward-looking statements are subjecsgaraptions and uncertainties, actual results nfégranaterially from those

expressed or implied by such forward-looking statets. Undue reliance should not be placed on saténsents, which speak only as of the
date of this document or the date of any docunteitrhay be incorporated by reference into this deemnit.

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 andfimdly decline any obligation to publicly releasiee results of any revisions to these
forward-looking statements that may be made t@cefuture events or circumstances after the dateah statements or to reflect the
occurrence of anticipated or unanticipated evaits.undertake no obligation to update or revisefanyard-looking statements in this
Annual Report on Form 10-K to reflect any new esastany change in conditions or circumstances.

ITEM 1A. RISKFACTORS

The Company’s consolidated results of operatianantial position and cash flows can be adversiégcted by various risks. These
risks include, but are not limited to, the prindifsctors listed below and the other matters sehfm this Annual Report on Form 10-K. You
should carefully consider all of these risks.
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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 fertitvg tends to correlate with
changes in the level of economic activity in therkeés 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 vexige these customers. Economic weakness and adrexdradvertising spending have
resulted, and may result in the future, in decréaseenue, operating margin, earnings and growieis rand difficulty in managing inventory
levels and collecting accounts receivable. We lexyerienced, and expect to experience in the futadeced demand for our businesses due
to financial turmoil affecting the banking systemddinancial markets, conditions in the residentigll estate and mortgage markets, acce
credit and other macroeconomic factors affectingsaoners’ and businesses’ spending behavior. Irtiaddcustomer difficulties have
resulted, and might result in the future, in inse=ain bad debt writeffs and our allowance for doubtful accounts reablg. In particular, ot
exposure to certain industries currently experieginancial difficulties and certain financiallgoubled customers could have an adverse
effect on our results of operations. We also hayegenced, and expect to experience in the futyerating margin declines in certain
businesses, reflecting the effect of items suatoagpetitive pricing pressures, inventory write-devamd increases in pension and
postretirement benefit expenses and funding rexpgirgs. Economic downturns may also result in resiring actions and associated
expenses and impairment of loliged assets, including goodwill and other intarggh Uncertainty about future economic conditiorekes it
difficult for us to forecast operating results dndnake decisions about future investments. Dadaysductions in our customers’ spending
are expected to have an adverse effect on demandif@roducts and services, and consequentlyesuits of operations, financial position
and cash flow and those adverse effects could leriak Finally, economic downturns may affect atedit ratings, which, if downgraded,
could impact our ability to borrow needed funds aadse an increase in borrowing costs.

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

Purchases of paper, ink, energy and other raw ratteepresent a large portion of the Company’sscéscreases in the costs of these
inputs may increase the Company’s costs, and tihep@ny may not be able to pass these costs on toneeis 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 ffiotipg and related services.

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

The Company is dependent on the availability ofgpaimk and other raw materials to support its apens. Unforeseen development
these markets could result in a decrease in thelysop paper, ink or other raw materials and catddse a decline in the Compasiyévenue:

The financial condition of our customers may deterate.

Many of our customers participate in highly comtdeti markets, and their financial condition mayettrate as a result. A decline in
the financial condition of our customers would lénthe Company’s ability to collect amounts owedchgtomers. In addition, such a decline
would result in lower demand for the Company’s puadd and services. A continued lack of liquiditytie capital markets or a further
sustained period of unfavorable economic conditigiisncrease our exposure to credit risks andiltas increases in bad debt write-offs and
our allowance for doubtful accounts.
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The Company may not be able to improve its opemgtafficiency rapidly enough to meet market condit&

Because the markets in which the Company compegdsighly competitive, the Company must continuarprove 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
addition, the need to reduce ongoing operatingsamsty result in significant up-front costs to reglworkforce, close or consolidate facilities,
or upgrade equipment and technology.

The Company may be unable to successfully integtate operations of acquired businesses and mayawitieve 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 meigrate these businesses in an
efficient and effective manner. The integratiorcofmpanies that have previously operated indepelydeiaty 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 redfu@eledication of significant management resounsbgch may temporarily distract
management’s attention from the day-to-day opemataf the Company. In addition, the process ofgrang operations may cause an
interruption of, or loss of momentum in, the adtaés 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 the busines
of the Company or the acquired businesses. The @oy'pstrategy is, in part, predicated on our gbib realize cost savings and to increase
revenues through the acquisition of businessesatiito the breadth and depth of the Company’symtsdand services. Achieving these cost
savings and revenue increases is dependent upamlzen of factors, many of which are beyond our @@ntn particular, the Company may
not be able to realize the benefits of anticipatéelgration of sales forces, asset rationalizaystems integration, and more comprehensive
product and service offerings.

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

The Companys success depends, in part, on our general afaldjtract, develop, motivate and retain highlylsdiemployees. The lo

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 signifiiagreater compensation and benefits or moradtte lifestyle choices than the Company
offers. In addition, many members of the Company&iagement have significant industry experienceishaluable to the Company’s
competitors. The Company enters into non-soligtatind, as appropriate, non-competition agreenvéttists executive officers, prohibiting
them contractually from soliciting the Company’stamers and employees and from leaving and joiaingmpetitor within a specified
period. If one or more members of our senior mameaye team leave and we cannot replace them witlitabde candidate quickly, we could
experience difficulty in managing our business prbp which could harm our business prospects amdalidated results of operations.

The trend in increasing costs to provide health eaand other benefits to the Company’s employees @atilees may continue.

The Company provides health care and other beneflisth employees and retirees. In recent yeasts ¢or health care have increased
more rapidly than general inflation in the U.S. mamy. If this trend in health care costs contingles,Company’s cost to provide such
benefits could increase, adversely impacting the@my’s profitability. Changes to health care ratjohs in the U.S. may also increase the
Company'’s cost of providing such benefits. In additthe funded status of the Company’s pensiongis dependent upon many factors,
including returns on invested assets and the lefvegrtain market interest rates. Declines in tlaeket value of the securities held by plans
have reduced and could again in the future makgriatiuce the funded status of the
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plans. These reductions have increased the leve{pected pension expense and required contrilsutiofuture years and further increase
these costs could occur. Current market conditmayg lead to changes in the discount rate usedlt®e ¥he yeaend benefit obligations of tl
plans, which could partially mitigate or worsen #ffects of the lower asset returns. If the curem@nomic crisis continues for an extended
period of time, our costs and required cash coumtiobs associated with pension plans may substigriti@rease in future periods.

There are risks associated with operations outsikle United States.

The Company has significant operations outsidethiged States. Revenues from the Company’s op@sitatside the United States
accounted for approximately 25% of the Companyissctidated net sales for the year ended Decemh&0BD. As a result, the Company is
subject to the risks inherent in conducting busirmsgside the United States, including the impéeiconomic and political instability of tho
countries in which we operate. The volatile ecormamvironment has increased the risk of disrupiod losses resulting from hyper-
inflation, currency devaluation and tax or regufgtchanges in certain countries in which the Conydsas operations. In early 2010, the
Company incurred a loss upon the devaluation aecay in Venezuela, and similar losses there othier countries could occur again in the
future.

The Company is exposed to significant risks relategpotential adverse changes in currency exchamgtes.

The Company is exposed to market risks resultiomfchanges in the currency exchange rates of tinermies in the countries in whi
it does business. Although operating in local aucies may limit the impact of currency rate fludtoas on the operating results of our non-
U.S. subsidiaries, fluctuations in such rates nffgcaithe translation of these results into the @any’s consolidated financial statements. To
the extent revenues and expenses are not in thieapp local currency, the Company may enter foteign currency forward contracts to
hedge the currency risk. We cannot be sure, howéhatrthe Company’s efforts at hedging will becssful. There is always a possibility
that attempts to hedge currency risks will leadwen greater losses than predicted.

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 defed tax assets.

The Company holds material amounts of goodwilleofong-lived assets and deferred tax assets traligsce sheet. A decline in
expected profitability, particularly if there iscantinued decline in the global economy, could iteth question the recoverability of our
related goodwill, other long-lived assets or defdrtax assets and require us to write down or wfftthese assets or, in the case of deferred
tax assets, recognize a valuation allowance thraugfarge to income. Such an occurrence could havaterial adverse effect on our
consolidated results of operations and financiaitmm.

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

The markets for the majority of the Company’s preidtategories are highly fragmented and the Compasya large number of
competitors. We believe that excess capacity irCthmpany’s markets has caused downward pricingspresand that this trend is likely to
continue. In addition, consolidation in the markiatsvhich the Company competes may increase cotiygefiricing pressures due to
competitors lowering prices as a result of synergiehieved.

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

Electronic delivery of documents and data, inclgdime online distribution and hosting of media ewmnt offer alternatives to traditional
delivery of printed documents. Consumer acceptafedectronic delivery is uncertain, as is the akte which consumers are replacing
traditional reading of print materials with online,
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hosted media content or other e-reading deviceswanhave no ability to predict the rates of acaepe of these alternatives. To the extent
that consumers, our customers and regulators atteegs alternatives, many of our products, sudioaks, magazines, directories, statement
printing and forms, may be 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 régo$a including, but not limited to, product sgfetnvironmental and health and
welfare benefit regulations. These rules and refuia may be changed by local, state or federatgowents in countries in which the
Company operates. Changes in these regulationsesait in a significant increase in the Companygsts to comply. Compliance with
changes in rules and regulations could requireeam®s to the Company’s workforce, increased cosbimpensation and benefits, or
investments in new or upgraded equipment. In aatdigrowing concerns about climate change, inclydtie impact of global warming, may
result in new regulations with respect to greenka@ss emissions (including carbon dioxide (CO2¥y@n“cap and trade” legislation.
Compliance with this legislation could result indé&@nal costs to the Company.

Declines in the general economic conditions may atsely impact the Compa's business.

In general, demand for our products and servicagyisly correlated with general economic conditiobeclines in economic conditions
in the U.S. or in other countries in which the Camyp operates may adversely impact the Company’satidiated financial results. Because
such declines in demand are difficult to predicg €Company or the industry may have increased sxagagmcity as a result. An increase in
excess capacity may result in declines in priceshfe Companys products and services. The overall business dimay also be impacted
wars or acts of terrorism. Such acts may have suddd unpredictable adverse impacts on demanéidoCompany’s products and services.

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

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

Changes in postal rates and regulations may advirémpact demand for the Company’s products and\sees.

Postal costs are a significant component of marguoftustomers’ cost structures and postal ratagdscan influence the number of
pieces and types of mailings that the Company’tooasrs mail. Any resulting decline in print volumasailed would have an adverse effect
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 catepre experiencing changes due to technologiogt@ss and changes in
consumer preferences. The Company cannot prediciripact that these changes will have on demanthéo€ompany’s products and
services. Such changes may decrease demand, mgméging pressures, require investment in updatgdpment and technology, or cause
other adverse impacts to the Company’s businesgldition, the Company must monitor changes incoistomers’ markets 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.
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ITEM 1B. UNRESOLVED STAFF COMMENTS
The Company has no unresolved written comments thenSEC staff regarding its periodic or currempiores under the Exchange Act.

ITEM 2. PROPERTIES

The Companys corporate office is located in leased office sgacChicago, lllinois. In addition, as of DecemBér 2009, the Compai
leases or owns 344 U.S. facilities, some of whighehmultiple buildings and warehouses, and theSe fdcilities encompass approximately
38.8 million square feet. The Company leases orso®@8 international facilities encompassing appnately 8.7 million square feet in
Canada, Latin America, South America, Europe, asid 2A0f our U.S. and international facilities, appmately 16.8 million square feet of
space is owned, while the remaining 30.7 millionarg feet of space is leased.

ITEM 3. LEGAL PROCEEDINGS

The Company is subject to laws and regulationgingldo the protection of the environment. The Campprovides for expenses
associated with environmental remediation obligegivhen such amounts are probable and can be sddg@stimated. Such accruals are
adjusted as new information develops or circum&samtiange and are not discounted. The Companyeeasdesignated as a potentially
responsible party in twelve federal and state Supdrsites. In addition to the Superfund sites,@eenpany may also have the obligation to
remediate five other previously owned facilitiesldhree other currently owned facilities. At thep8rfund sites, the Comprehensive
Environmental Response, Compensation and Lialitlyprovides that the Company’s liability could joint and several, meaning that the
Company could be required to pay an amount in exokis proportionate share of the remediatiortcohe Company’s understanding of
the financial strength of other potentially respblesparties at the Superfund sites and of ottadaldi parties at the previously owned facilities
has been considered, where appropriate, in themietztion of the Company’s estimated liability. TBempany established reserves,
recorded in accrued liabilities and other noncurtiabilities, that it believes are adequate toerats share of the potential costs of
remediation at each of the Superfund sites angringously and currently owned facilities. Whild@gtnot possible to quantify with certainty
the potential impact of actions regarding environtaematters, particularly remediation and othenpbance efforts that the Company may
undertake in the future, in the opinion of managetneompliance with the present environmental prtide laws, before taking into account
estimated recoveries from third parties, will navé a material adverse effect on the Company’sdiinlated annual results of operations,
financial position or cash flows.

From time to time, the Company’s customers andrstfile voluntary petitions for reorganization undénited States bankruptcy laws.
In such cases, certain pre-petition payments redddy the Company could be considered prefereangsifind subject to return. Management
believes that the final resolution of these prafeesitems will not have a material adverse effecth® Company’s consolidated annual results
of operations, financial position or cash flows.

In addition, the Company may be party to certdigdtion arising in the ordinary course of businéng, in the opinion of management,
will not have a material adverse effect on the Canyfs consolidated annual results of operatiomsyfcial position or cash flows.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to a vote of securitgléd during the three months ended December 338, 200
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EXECUTIVE OFFICERS OF R.R. DONNELLEY & SONS COMPANY

Business Experience During
Past Five Years

Officer
Name, Age and
Positions with the Company Since
Thomas J. Quinlan, IlI 200¢
47, President and Chief Executive Officer
Suzanne S. Bettman 200¢

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

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

Dan L. Knotts 2007
45, Executive Vice President,
Group President

Daniel N. Leib 200¢
43, Group Chief Financial Officer

Miles W. McHugh 200¢
45, Executive Vice President and Chief
Financial Officer

John R. Paloian 200¢
51, Chief Operating Officer

Served as RR Donnelley’s President and Chief Exex@fficer since April 2007.
Prior to this, served as RR Donnelley’s Group R, Global Services since
October 2006 and Chief Financial Officer since Ap606. Prior to this, served as
Executive Vice President, Operations since Febr2884. Prior to this, served in
various capacities at Moore Wallace Incorporatatiiempredecessor, Moore
Corporation Limited that included: Executive ViceeBident—Business Integration
since May 2003; and Executive Vice President—Oféitthe Chief Executive from
January 2003 until May 200

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

Served as Senior Vice President, Controller sinc®iaer 2007. Prior to this, served
as Vice President, Assistant Controller since Seper 2006. Prior to this, from 19
until 2006, served in various capacities with RRbelley in financial planning,
accounting, manufacturing management, operationah€e and mergers and
acquisitions

Served as RR Donnelley’s Executive Vice Presidadt@roup President since April
2007. Prior to this, served as Chief Operatingc@ffi Global Print Solutions since
January 2007. Prior to this, from 1986 until 20€8tved in various capacities with
RR Donnelley, including Group Executive Vice Presit] Operations, Publishing ¢
Retail Services and President, Catalog/Retail/Maga3olutions, RR Donnelley
Print Solutions

Served as RR Donnelley’s Group Chief Financial €ffiand Senior Vice President,
Mergers and Acquisitions since August 2009 and duess until February 2010. Pr
to this, served as RR Donnelley’s Senior Vice Riexst, Treasurer, Mergers and
Acquisitions and Investor Relations since July 2@@or to this, from May 2004 to
2007, served in various capacities in financial aggament, corporate strategy and
investor relations

Served as RR DonnelleyExecutive Vice President and Chief Financial €gffisinci
October 2007. Prior to this, served as Senior Yiesident, Controller since June
2006. Prior to this, served as the Chief Finan@idicer of RR Donnelley Logistics
since 2004 and as Assistant Controller of RR Ddapedince October 200:

Served as RR Donnelley’s Chief Operating OfficaceiApril 2007. Served
previously as RR Donnelley’s Group President, Glélsant Solutions since March
2004.
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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 tradedh@nNASDAQ Stock Market and the Chicago Stock Exge.
As of February 12, 2010, there were approximatddy @ stockholders of record of our common stockar@auly prices of the

Company’s common stock, as reported on NASDAQ é&ffecugust 5, 2009 and New York Stock Exchai@mnposite Transactions prior
August 5, 2009, and dividends paid per share duhiagears ended December 31, 2009 and 2008, ataimed in the chart below:

Common Stock Prices

Dividends Paid 2009 2008

2009 2008 High Low High Low
First Quartel $0.2€¢ $0.2¢ $15.1¢ $ 558 $38.1¢ $28.52
Second Quarte 0.2¢ 0.2¢ 14.4: 8.0¢ 33.2¢ 28.82
Third Quartel 0.2¢ 0.2¢ 21.71 10.41 30.0C 22.7:
Fourth Quarte 0.2¢ 0.2¢ 22.71 20.0¢ 24.4¢ 9.5:

ISSUER PURCHASES OF EQUITY SECURITIES

©

(@) Total Number of (d)

Total (b) Shares Purchase! Maximum Number

Number of Average as Part of Publicly of Shares that May
Shares Price Paid Announced Plans Yet be Purchased Unde
Period Purchasec per Share or Programs the Plans or Programs(1
October 1, 20C—October 31, 200 — $ — — 10,000,00
November 1, 20(-November 30, 200 — — — 10,000,00
December 1, 20(-December 31, 200 — — — 10,000,00
Total — $ — — 10,000,00

(1) The Company did not repurchase any of its shaneler its share repurchase program during 2099f ®ecember 31, 2009, the
Company was authorized under the terms of its stegnerchase program to repurchase 10.0 millionesh&uch purchases may be n
from time to time and discontinued at any tir

PEER PERFORMANCE TABLE

The graph below compares five-year returns of thegany’s common stock with those of the S&P 50@indnd a selected peer group
of companies. The figures assume all dividends lhaea reinvested, and assume an initial investafedt00 on December 31, 2004. The
returns of each company in the peer group have Wweeahted to reflect their market capitalizations.

Because our services and customers are so ditieesEpompany does not believe that any single puddisndustry index is appropriate
for comparing stockholder return. Therefore, therggoup used in the performance graph combinesrdustry groups identified by Value
Line Publishing, Inc., the publishing group (indlugl printing companies) and the newspaper group. Gompany itself has been excluded,
and its contributions to the indices cited havenbaébtracted out. Changes in the peer group framtgeyear result from companies being
added to or deleted from the Value Line publistgngup or newspaper group.
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Comparison of Five-Year Cumulative Total Return Amaig RR Donnelley, S&P 500 Index and Peer Group*

Company Name / Index
RR Donnelley
Standard & Pocs 500
Peer Grouj

5200 -

$150 -

5100

550 -

Comparison of Cumulative Five Year Total Return

=l= RA Donnelley
—@— Standard & Poor's 500

—i— Peor Group

S0
2004

2005 2006 2007 2008 2009

Base
Period

Fiscal Years Ended December 31,

2004 2005 2006

2007 2008 2009

10C 99.9C 107.0¢
10C 104.9. 121.4¢
10C 89.5¢ 99.2¢

Below are the specific companies included in ther geoup and the class of stock used if not comstock.

*Peer Group Companies

A.H. Belo Corp.

American Greeting

Bowne & Co Inc.
Consolidated Graphics In
Deluxe Corp

EW Scripps

Gannet Co

Journal Communications In

McClatchy Co.
McGraw-Hill Companies
Media Genera

Meredith Corp

New York Times Co
Scholastic Corg
Washington Pos

Wiley (John) & Son:

16

116.8¢ 43.9¢ 77.7¢
128.1¢ 80.7¢ 102.1:
76.01 32.3: 49.2i
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ITEM 6. SELECTED FINANCIAL DATA
SELECTED FINANCIAL DATA
(in millions, except per share data)
2009 2008 2007 2006 2005
Net sales $9,857 .« $11,581.( $11,587.: $9,316.¢ $8,430.:
Net earnings (loss) from continuing operationsiaitable to RF
Donnelley common shareholde (27.9) (191.9) (48.9 402.¢ 95.¢€
Net earnings (loss) from continuing operationsiaitable to RF
Donnelley common shareholders per diluted s (0.19) (0.97) (0.2 1.84 0.44
Income (loss) from discontinued operations, neatg — 1.8 (0.5) (2.0) 41.c
Net earnings (loss) attributable to RR Donnellesnowmn shareholdel (27.9) (189.9) (48.9 400.¢ 137.1
Net earnings (loss) attributable to RR Donnellesnowmn shareholde!
per diluted shar (0.13) (0.90 (0.22) 1.8: 0.6:
Total asset 8,747 . 9,494.: 12,086. 9,635.¢ 9,373.
Long-term debt 2,982.! 3,203.: 3,601.¢ 2,358.¢ 2,365.¢
Cash dividends per common sh 1.04 1.04 1.04 1.04 1.04

Reflecteresults of acquired businesses from the relevaquisition dates

Includes the following significant items:

For 2009: Pre-tax restructuring and impairment gaaiof $382.7 million, $15.6 million of income teaxpense due to the
reorganization of entities within the Internatiosagment, a $10.3 million pre-tax loss on the relpases of $640.6 million of
senior notes, reclassification of a pre-tax los$2¥ million from accumulated other comprehensia®me to investment and
other expense due to the change in the hedgeda&isgtinterest payments resulting from the repwelod senior notes, a $2.4
million write-down of affordable housing investments and $1.6ianilof acquisitio-related expense

For 2008: Pre-tax restructuring and impairment gbaiof $1,184.7 million, a $9.9 million pre-taxdasssociated with the
termination of cross-currency swaps, a tax beonéf228.8 million related to the decline in valuelaeorganization of certain
entities within the International segment and altemefit of $38.0 million from the recognition aficertain tax positions upon
settlement of certain U.S. federal tax audits fieryears 200- 2002;

For 2007: Preax restructuring and impairment charges of $888lon and a tax benefit of $9.3 million from theduction in ne
deferred tax liabilities due to a decrease in thtugory tax rate in the United Kingdol

For 2006: Pre-tax restructuring and impairment gasiof $206.1 million, a write-down of investmeimsffordable housing of
$16.9 million, a gain on sale of investments o0$Tillion, and a tax benefit from the realizatidreodeferred tax asset of $23.5
million; and

For 2005: Pr-tax restructuring and impairment charges of $418ilBon and acquisitio-related charges of $8.3 millio
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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 bel tegether with our consolidated
financial statements and notes to those statenmaitsled 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. Founded more than 145 years agd; ¢impany works collaboratively with more than 60,@ustomers worldwide to
develop custom communications solutions that redosts, enhance return on investment and ensurplieoroe. Drawing on a range of
proprietary and commercially available digital ammhventional technologies deployed across fourigents, the Company employs a suite of
leading Internet-based capabilities and other nessuo provide premedia, printing, logistics andibess process outsourcing products and
services to leading clients in virtually every @te and public sector.

The Company operates primarily in the commerciatgrortion of the printing industry, with relatsérvice offerings designed to offer
customers complete solutions for communicatingrtiieissages to target audiences. The Company’stabpmsegments reflect the
management reporting structure of the organizatimhthe manner in which the chief operating denisiaker regularly assesses information
for decision-making purposes, including the allarabf resources. The reporting structure inclusdssegments: “U.S. Print and Related
Services” and “International.”

The U.S. Print and Related Services segment insltitkeCompany’s U.S. printing operations, manageahe integrated platform,
along with related logistics, premedia and prinhagement services. This segmemnifoducts and related service offerings includganmes
catalogs, retail inserts, books, directories, fomalprinting, direct mail, forms, labels, officequlucts, statement printing, premedia and
logistics services.

The International segment includes the CompanysWs. printing operations in Asia, Europe, Latimérica and Canada.
Additionally, this segment includes the Companyisihess process outsourcing and Global TurnkeytiSokioperations. Business process
outsourcing provides transactional print and outsiog services, statement printing, direct mail anidt management services through its
operations in Europe, Asia and North America. Gldhankey Solutions provides outsourcing capaleisitincluding product configuration,
customized kitting and order fulfillment for techogy, medical device and other companies aroundvtiméd through its operations in
Europe, North America and Asia.
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Executive Overviev
2009 FINANCIAL PERFORMANCE

The changes in the Company’s income (loss) fronticoimg operations, operating margin, net losstaitable to RR Donnelley
common shareholders and net loss attributable t®Bfhelley common shareholders per diluted sharthioyear ended December 31, 2(
from the year ended December 31, 2008, were ptiynduie to the following (in millions, except perask data):

Net Loss
Attributable to
Net Loss
Income (Loss Attributable to RR Donnelley
Common
from Operating RR Donnelley Shareholders
Continuing Common per
Operations Margin Shareholders Diluted Share
For the year ended December 31, 2 $ (405 (0.2%) $ (189.9 $ (0.90
2009 restructuring and impairment char (382.%) (3.€%) (334.0 (1.69)
2008 restructuring and impairment char 1,184. 10.2% 1,073.¢ 5.11
2009 acquisitio-related expense (1.6) 0.C% (1.0 —
2009 losses related to debt extinguishn — — (8.0 (0.0
2009 write-down of affordable housing investme — — (1.5 (0.0
2008 loss on termination of cre-currency swap — — 1.8 0.01
Non-recurring income tax—net — — (282.9 (1.35)
Discontinued operatior — — (1.9 (0.07)
Operations (415.6) (2.5%) (284.9 (1.31)
For the year ended December 31, 2 $  344: 3.5% $ (27.9) $ (0.19)

2009 pre-tax restructuring and impairment chargiesiuded $128.5 million of non-cash charges forithpairment of goodwill;
charges of $118.6 million, discounted for futurstt@ayments, for the termination of a significamg-term customer contract in the
business process outsourcing reporting unit withéninternational segment, of which $117.2 milliéf,8 million and $0.6 million are
reflected as other restructuring charges, impaitraad employee terminations, respectively; $78 lanifor other employee
termination costs, substantially all of which wassociated with restructuring actions resultingnftbe reorganization of certain
operations and the exiting of certain busineswisies; $32.1 million of other restructuring cogtsimarily lease termination costs; and
$24.7 million for impairment of long-lived assets.

2008 pre-tax restructuring and impairment chargéascluded $1,125.4 million of non-cash chargestf@r impairment of goodwill and
intangible assets; charges of $44.1 million for lxyee termination costs, substantially all of whiebre associated with restructuring
actions resulting from the reorganization of certgperations and the exiting of certain businessities; $10.6 million of other
restructuring costs, primarily lease terminatiostspand $4.6 million for impairment of other loliged assets.

2009 acquisition-related expensésgal, accounting and other expenses associatbdcwitent year acquisitions completed or
contemplated.

2009 losses related to debt extinguishmemiuded a $10.3 million pre-tax loss on the repases of $466.4 million of the 5.625%
senior notes due January 15, 2012 and $174.2 mitfiadhe 4.95% senior notes due May 15, 2010, dlsasehe reclassification of a pre-
tax loss of $2.7 million from accumulated other guahensive income to investment and other expemséadthe change in the hedged
forecasted interest payments resulting from thenease of the 4.95% senior notes.

2009 write-down of affordable housing investmehtgestment and other income (expense) includeda®illion ($1.5 million after
tax) write-down of the Company’s affordable housimgestments in 2009.
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2008 pre-tax loss on termination of cross-curreseaps:Investment and other income (expense) included @ d@lion ($1.8 million
after tax) loss in 2008 resulting from the Compartgrmination of its cross-currency swaps.

Non-recurring income taxefmcluded $15.6 million of income tax expense in 2@de to the reorganization of entities within the
International segment. In addition, reflected taxdfits of $228.8 million realized in 2008 relatedhe decline in value and
reorganization of certain entities within the Im&tional segment, as well as a benefit of $38.0aniin 2008 from the recognition of
uncertain tax positions upon the final settlemdrtestain U.S. federal tax audits for the years@®0®@002.

Operations:reflected lower net sales primarily driven by thebgl economic slowdown, higher incentive compeongsatxpense and
lower pricing on by-products sales, partially offeg cost savings from restructuring actions aratipctivity efforts, a benefit resulting
from lower LIFO inventory provisions and the impat?2008 share repurchases. See further detdifeineview of operating results by
segment that follows below.

2009 Overview

The impact of the recession on the global econonayca our customers resulted in significant voludeelines across nearly all
products and services during 2009, particularlihenmagazines, catalogs and retail inserts andsbaoét directories reporting units. On a
consolidated pro forma basis, net sales declinpdoapnately 15.2% (See Note 2 to the consolidaitegiicial statements). Included in this
decline were changes in foreign exchange rategekatted in declines of net sales of $201.1 mmillior 1.7%, during 2009. The year over
year rate of decline in net sales slowed duringdkefour months of the year, which showed seqakimiprovement as compared to the f
half of the year. The Company has continued to Isaeeess in renewing and extending customer cdsfrsmme of which have been at
reduced prices, while further expanding the scdfgervices with existing customers and winning resiness.

In addition, the Company has aggressively impleen¢structuring actions and other cost containnmétidtives, which have helped
partially mitigate the effects of the volume shaltff. During the third quarter of 2009, the Compaigned an agreement to terminate a
significant long-term customer contract in the hesis process outsourcing reporting unit withinltiternational segment, which allowed the
Company to withdraw from certain unprofitable opienas in this area. As a result, the Company restbmet restructuring and impairment
charges, discounted for future cash payments, 8 $1million for the year ended December 31, 2B@8/ments related to these charges are
expected to be made through 2011, with $22.2 milliaid in 2009 and $57.5 million paid in Januar§@0The Company expects to continue
its focus on cost control and productivity improwarhas it continues to face an uncertain economic@ment.

As a result of targets achieved related to incretassh flow from operations, improved working capihanagement and productivity,
well as the improving trends in net sales, the Camypwill have higher full-year payouts under itspgoyee incentive compensation plans as
compared to 2008, for which no payouts were madkeiuthe Company’s primary incentive compensati@amgl Incentive compensation
expense for all plans in 2009 totaled approxima$dl$3.9 million, an increase of approximately $9miftion as compared to 2008. Of this
increase, approximately $72.5 million, $10.7 milliand $14.0 million was reflected in the U.S. Pant Related Services segment,
International segment and Corporate, respectively.

Cash flows from continuing operations for the yeaded December 31, 2009 increased $407.0 milliampeoed to the year ended
December 31, 2008, despite the declines in nes sald earnings. This increase reflected the reoéiptome tax refunds of $164.1 million
and decreases in working capital requirements dribyevolume declines and a focus on improved warkiapital management. The Comp
also reduced its capital expenditures by $127.89anjlor 39.6%, compared to the year ended Dece®be?008. The strong operating cash
flow in the year ended December 31, 2009 enabledttmpany to maintain its total available liquidithile also reducing longerm debt. As
of December 31, 2009, cash and cash equivaletedot

20



Table of Contents

$499.2 million and approximately $1.4 billion wasadable for borrowings under the Company’s comedittredit facilities. Total debt
decreased from $4.1 billion at December 31, 20083t8 billion at December 31, 2009.

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 maxng long-term shareholder value by driving ptatlle growth, continuing its
focus on productivity and maintaining a disciplireggbroach to capital deployment. To increase skiédehvalue, the Company pursues three
major strategic objectives. These objectives anensarized below, along with more specific areasootit.

Strategic Objective Focus Areas 2010 Priorities

Profitable growth —Optimize platform utilization —Leverage existing relationships to generate orgarowth
—Leverage global customer relationships —Caost-saving solutions for customers
—Focus on core print operatio —Grow digital platforms as an integral element ofke offering

Productivity —Disciplined cost management —Leverage scale to optimize asset utilization ammatprement
—Productivity-focused investment plans ~ —Further streamline sales and operations
—Streamline and standardize processes = —Leverage global capabilities

—Use technology to increase productiv
Disciplined capital —Maintain strong financial position —Maintain dividend
deployment —Targeted mergers and acquisitions —Improve liquidity and reduce debt

—Meet changing customer demands
—Disciplined due diligence and financial analy

Despite the current recessionary environment, thragany’s long-term strategy is to generate profgpowth. In order to accomplish
this, the Company will continue to make targetegitehinvestments to support new business and é&eeits global platform. The Compan
focusing its information technology efforts on pacts that facilitate integration and make it eafsiecustomers to manage their full range of
communication needs. The Company is also workingdee fully integrate its sales efforts to broadastomer relationships and meet our
customers’ demands. The Company'’s global platforowiges differentiated solutions for its customiém®ugh its broad range of
complementary print-related services, strong lacgstapabilities, and its innovative leadershipdath conventional and digital technologies.

Management believes productivity improvement argt oeduction are critical to the Company’s competiiess, while enhancing the
value the Company delivers to its customers. Theany has implemented strategic initiatives acadigslatforms to reduce its overall cost
structure and enhance productivity, including restiring, consolidation, reorganization and intéigraof operations, and streamlining of
administrative and support activities.

The Company seeks to deploy its capital using eiglised and balanced approach in order to ensoaaéial flexibility and provide
returns to shareholders. Priorities for capitallogment, over time, include principal and inteneayments on debt obligations, dividend
payments to shareholders, capital expendituregeted acquisitions and share repurchases. In tnaeanage through credit market
disruptions in the current economic environmentinta@ning liquidity and reducing debt is a highgaity. The Company believes that its

21



Table of Contents

strong financial condition is important to custom&rycused on establishing or growing long-termti@fships with a stable provider of print
and related services. Especially in the currenhenuc environment, the Compasyfinancial strength is seen as a competitive atdggn The
Company also expects the current economic envirahioecreate opportunities for targeted acquisgitirat extend its capabilities, drive cost
savings and reduce future capital spending needs.

The Company uses several key indicators to gauggrgss toward achieving these objectives. Thesedtuds include net sales growth,
operating margins, cash flow from operations amitabexpenditures. The Company targets long-tegtrsales growth at or above industry
levels, while achieving modest growth in operatimgrgins. Combined with working capital managemtnis, growth is expected to drive
increasing cash flow from operations over time.lCiémwy from operations can, however, be signifitampacted by the timing of non-
recurring or infrequent receipts and expenditures.

Industry Environment

The Company faces many challenges and risks asili of competing in highly competitive global mat&. ltem 1ARisk Factors,
discusses many of these issues, but the Compangtegy is primarily focused on meeting the chajkssof industry-wide price competition
and the advancement of technology.

Overcapacity and pricing environment

The print and related services industry, in genexitinues to have excess capacity and remaimgyhigmpetitive. Despite some
consolidation in recent years, the printing indpsemains highly fragmented. Across the Compangrsge of products and services,
competition is based primarily on price, in additio quality and the ability to service the speoikds of customers. The additional excess
capacity created by the recent declines in indusilyme has resulted in intensified price compatiinh some product lines. Management
expects that prices for the Compasproducts and services will continue to be a fpoéht for customers in coming years. As a resithese
ongoing industry dynamics, the Company believegéds to continuously lower its cost structure famnither differentiate its products and
service offerings.

Technology

Technological changes, including the electronitridistion of documents and data, online distribmtémd hosting of media content,
advances in digital printing, print-on-demand antinet technologies, continue to impact the mdikethe Company’s products and
services. The Company seeks to leverage distincipabilities of its products and services to imprits customers’ communications,
whether in paper form or through electronic commations. The Company’s goal remains to help itsazners succeed by delivering
effective and targeted communications in the righiat to the right audiences at the right time nisigement believes that with the
Company’s competitive strengths, including its ldkoange of complementary print-related servicespsgtlogistics capabilities, technology
leadership, depth of management experience, cust@iagionships and economies of scale, the Compasydeveloped and can further
develop valuable, differentiated solutions forcitsstomers.

As a substitute for print, the impact of digitath@ologies has been felt mainly in directoriespferand statement printing, as electronic
communication and transaction technology has ehiteith or devalued the role of many traditional pdpens. Electronic substitution has
continued to accelerate in directory printing imtmhiven by environmental concerns and cost pressat key customers. Despite rapid
growth in the adoption of e-books, the Company daedelieve there has been a significant impadhervolume of print, and management
does not expect any significant reductions in thartsterm. However, management does expect toosesr long-term growth in print book
volume as e-book penetration continues to expahe.fliture impact of technology on the Companyusiness is difficult to predict and col
result in additional expenditures to restructurpated operations or develop new technologies.
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While new technologies present significant chalesntp certain of the Company’s traditional produstanagement believes that the
Company is a leader in key technologies that, atoowers continue to shift towards customized agtdrvalued-added print, will be
valuable sources of industry growth. These techgielinclude digital content management and preangelivices, digital print for
personalization and print-on-demand, and low-costdhent process management. In addition, the yahilibffer compliance assurance and
secure environments for print is increasingly intaot to customers. The Company continues to makest investments in digital
technologies in order to capitalize on these oppitits.

2010 Outlook

In 2010, the Company expects net sales to incfease2009, although the uncertain economic outloaikes the magnitude of this
increase very difficult to predict. The Companylans assume the lingering effects of the economistsawill continue to impact 2010,
resulting in a slow and uneven recovery. The Comgapects a small improvement in consumer spenalinpthe start of a gradual return to
historical advertising levels by our customersadidition, the highly competitive market conditicared increased unused industry capacity
will continue to put pressure on prices for botingactional work and contract renewals. We antieipather consolidation of printers during
2010, which may result in some reductions in indusvercapacity. We will continue to leverage ti@ne RR Donnelley” platform and
powerful customer relationships in order to provédarger share of our customers’ print and relaesetls. Given the continuing difficult
market conditions, the Company expects to contoast control initiatives through productivity irgtives and selected facility consolidations
across certain platforms, and by reducing sellyggneral and administrative expenses, includingtitinued suspension of the Company’s
matching contribution under its 401(k) plan. Sigraht increases in pension and postretirement lismedpense and LIFO inventory
provisions, however, will have a negative impacoperating earnings.

U.S. Print and Related Services

Net sales in U.S. Print and Related Services greatzd to increase slightly in 2010 driven primaby the economic recovery. Other
than magazine, catalog and retail, all units apeeted to increase in net sales. Magazine, cataldgetail volumes are expected to increase
modestly as the economy recovers; however, theéass gee likely to be more than offset by lower paon contract renewals and new
business. Increased consumer spending and govetredhécation funding are expected to increase batdssand directory volume will be
enhanced by the commencement of new work undega taistomer contract. For variable print, prodauctf mailings for the US Census is
projected to increase sales in 2010. In forms abdl$ and office products, the Company is expedtirajfset the impacts of ongoing
electronic substitution and continuing price desinvith volume increases from new and existingausts. Commercial print sales are
expected to benefit from even a modest economivey, with volume increases also driven by the @any’s focus on integrated print
management services. Net sales of logistics serdne expected to increase, driven by continuiogvtir in mail center and commingling
services, along with a rebound in freight voluntesles of financial print services are expectedtogase, as capital markets activity rebol
from depressed levels in 2009.

The overall net sales increase in U.S. Print anldtBe services, combined with an improved costsiine resulting from restructuring
activities undertaken in 2009 and ongoing proditgtiefforts, is expected to result in increasedrafirg income.

International

Net sales in the International segment are expdotattrease from 2009 primarily driven by the glbbconomic recovery and increa
business in Asia and Global Turnkey Solutions. $¥é¢s in business process outsourcing are expteciecrease slightly as increased
business activity and an expanded relationship avitting-time large customer offset the sales logstd the termination in 2009 of another
major customer contract. The Company expects tadao its product offering in Asia to drive salesvgth, with continued increases in
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volume due to the increased export activity as esoes in Europe and the U.S. improve. The Compamemally expects volumes in Latin
America to increase due to the rebound in the eaogndlet sales in Europe are expected to increaseadthe rebound in the economy,

partially offset by declines due to the pricinggsere on technology manuals and directories. A nmega customer is expected to drive an
increase in sales in Global Turnkey Solutions. lwrpment in commercial print and forms demand isetgd to increase sales in Canada.

The International segment is expected to generatecaease in operating income in 2010 based oetpected net sales increase, the
lower cost structure of operations in all platfortie termination of the unprofitable business psscoutsourcing customer contract in 2009
and productivity initiatives.

Other

Pension and postretirement benefits expenses peetd to increase by approximately $43.8 millim2010, reflecting the impact of
increases in these liabilities due to lower dis¢oates and further recognition in operating eagsiof 2008 asset losses that were initially
recorded in other comprehensive income. Althoughntiarket value of securities in these plans rebediird 2009, the Company’s pension
plans remain underfunded by $513.7 million as oféeber 31, 2009 as reported in the Company’s Cmtaget Balance Sheets and further
described in Note 1Retirement Plandp the Consolidated Financial Statements. Govertaheggulations for measuring pension plan
funded status differ from those required under GSAP for financial statement preparation. Basedhmnplans’ regulatory funded status as
of January 1, 2009 and future years, required tmrtons in 2010 under all pension plans are exqabtth be similar to recent years at
approximately $21.8 million. The Company expectt tlequired contributions in future years will iaase, and may elect to make additional
non-required contributions to its plans in 2010.

The Company’s cost of sales in 2009 was reducekilidy6 million for reductions in LIFO inventory reses compared to expense of
$30.6 million from increases in LIFO inventory reses in 2008. These reductions in LIFO inventoserges resulted from deflation in
certain product and commodity prices during 2008 realuctions in the Company’s inventory levels eniby volume declines and working
capital management initiatives. For 2010, the Camggexpects LIFO inventory provisions to be moregisient with historical levels, as the
Company’s volume and related inventory increasestla® economic recovery drives higher inflation.

As a result of a non-recurring tax refund receiwed009 and the significant benefit of working d¢apreductions driven by volume
declines and working capital management, the Compapects to generate lower cash flow from opegatictivities in 2010 compared to
2009. However, the Company expects to have suffidash flows from operations to maintain capitgdenditures at a level consistent with
20009, further reduce debt levels through repayméits $326 million maturity in May 2010 and maimtats quarterly dividend at current
levels. Significant changes in market conditionsh@ consummation of one or more significant adtjars could result in increased
borrowings, reductions in capital expendituresherdividend, or other changes to the Company’sa&kegtructure.

The effective tax rate in 2010 is expected to beemeflective of the applicable statutory ratesamtrast with the 2009 rate that was
impacted by the non-deductible, non-cash $128.Bami§oodwill impairment charge and the less thaltyfdeductible charges, discounted
future cash payments, of $118.6 million for therteration of a significant long-term customer contria the business process outsourcing
reporting unit within the International segment.

Significant Accounting Policies and Critical Estintas

The preparation of financial statements in confeymiith accounting principles generally acceptethi@ United States of America
requires management to make estimates and assasftat affect the reported amounts of assetsiabitities, the disclosure of contingent
assets and liabilities at the date of the financial
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statements and the reported amounts of revenuesxgetises during the reporting period. The Comgamgst critical accounting policies
are those that are most important to the portrafyéis financial condition and results of operapand which require the Company to mak
most difficult and subjective judgments, often assult of the need to make estimates of mattetsaite inherently uncertain. The Company
has identified the following as its most criticacaunting policies and judgments. Although managerbelieves that its estimates and
assumptions are reasonable, they are based upsmatfon available when they are made. Actual tesuby differ from these estimates
under different assumptions or conditions.

Revenue Recognitic

The Company recognizes revenue for the majoriiysgiroducts upon the transfer of title and riskasfs, which is generally upon
shipment to the customer. Contracts and custonreeagents generally specify F.O.B. shipping poimhte Under agreements with certain
customers, custom products may be stored by thep@oynfor future delivery. In these situations, @@mpany may receive a logistics or
warehouse management fee for the services it pgsvid certain of these cases, delivery and billicigedules are outlined in the customer
agreement and product revenue is recognized whenfaxzturing is complete, title and risk of losswster to the customer, and there is a
reasonable assurance as to collectability. Beddesmajority of products are customized, produtttrres are not significant; however, the
Company accrues for the estimated amount of custoredits at the time of sale.

Revenue from services is recognized as servicegaafermed. 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 and
EDGAR-related services. Revenue is recognizedhfese services following final delivery of the padtproduct or upon completion of the
service performed. Revenues related to the Compgngmedia operations, which include digital conteanagement, photography, color
services and page production, are recognized iordance with the terms of the contract, typicajiypn completion of the performed service
and acceptance by the customer. With respect tGdingpany’s logistics operations, whose operatiankide the delivery of printed material,
the Company recognizes revenue upon completioneofielivery of services.

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-paltipping and handling costs, primarily in the Camgs logistics operations, and out-of-
pocket expenses are recorded gross. In the Congp@igbal Turnkey Solutions operations, each cohtsagvaluated using various criteria to
determine if revenue for components and other niadgeshould be recognized on a gross or net biasggeneral, these revenues are recogt
on a gross basis if the Company has control ovecteg vendors and pricing, is the primary obligothe arrangement, bears all credit risk
and bears the risk of loss for inventory in itsgession. Revenue from contracts that do not mesetbriteria is recognized on a net basis.
Many of the Company’s operations process materpaisiarily paper, that may be supplied directlydmgtomers or may be purchased by the
Company and sold to customers. No revenue is réoedjfior customer-supplied paper, but revenue€tonpany-supplied paper are
recognized on a gross basis. As a result, the Coypeeported sales and margins may be impactdtidoynix of customer-supplied 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 tiggufrom the inability of its
customers to make required payments for produactsarvices. Specific customer provisions are mauagwa review of significant
outstanding amounts, utilizing information about
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customer creditworthiness and current economiasgimdicates that collection is doubtful. In adudit provisions are made at differing rates,
based upon the age of the receivable and the Coriggaistorical collection experience. The Compargssimates of the recoverability of
accounts receivable could change, and additiorei@s to the allowance could be necessary in thesfif a major customer’s
creditworthiness deteriorates, or if actual defaate higher than the Company’s historical expegen

Inventories

The Company records inventories at the lower of opsnarket value. Most of the Company’s inventsiee valued under the last-in
first-out (LIFO) basis. Changes in inflation indécenay cause an increase or decrease in the vaioeenitories accounted for under the LIFO
costing method. The Company maintains inventoigvadinces for excess and obsolete inventories detethin part by future demand
forecasts. If there were to be a sudden and sigmifidecrease in demand for its products, or ietiaere a higher incidence of inventory
obsolescence because of changing technology atoheeisrequirements, the Company could be requodddrease its inventory allowances.

Goodwill and Other Long-Lived Assets

The Companys methodology for allocating the purchase pricaasfuisitions is based on established valuatiomigcies that reflect tr
consideration of a number of factors including adilons performed by third-party appraisers whernrgmpate. Goodwill is measured as the
excess of the cost of an acquired entity over divevlue assigned to identifiable assets acquaretlliabilities assumed. Based on its
organization structure, the Company has identffibeen reporting units for which cash flows ardeteninable and to which goodwill is
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 organinasitoucture changes, new or revised reporting unétg be identified, and goodwill is
reallocated, if necessary, based on relative eXe@sgalue.

The Company performs its annual goodwill impairnmtests as of October 31, or more frequently if @@né occurs or circumstances
change that would more likely than not reduce #ievialue of a reporting unit below its carryindua A two-step method is used for
determining goodwill impairment. In the first stépe Company compares the estimated fair valuaci eeporting unit to its carrying
amount, including goodwill. If the carrying amowfta reporting unit exceeds the estimated fair @astiep two is completed to determine the
amount of the impairment loss. Step two requiresatfocation of the estimated fair value of theoripg unit to the assets, including any
unrecognized intangible assets, and liabilitiea hiypothetical purchase price allocation. Any remimgj unallocated fair value represents the
implied fair value of goodwill, which is comparedlthe corresponding carrying value of goodwill torpute the goodwill impairment
amount. In 2009, the Company recorded a total rami-charge of approximately $128.5 million to reffienpairment of goodwill in the
following reporting units; $93.8 million for formend labels and $34.7 million for Canada.

As part of its annual impairment analysis for eegporting unit, the Company engaged a tiadty appraisal firm to assist the Comp
in its determination of the estimated fair valueeath unit. This determination included estimathgfair value using both the income and
market approaches. The income approach requireagearent to estimate a number of factors for egobrtieg unit, including projected
future operating results, economic projectionsicgdted future cash flows, discount rates, andattaeation of shared or corporate items.
market approach estimates fair value using comparabrketplace fair value data from within a congte industry grouping. In most cases,
the Company weighted both the income and markebaph equally to estimate the concluded fair valueach reporting unit.

The determination of the fair value of the repagtimits and the allocation of that value to indiatiassets and liabilities within those
reporting units requires the Company to make sicgmift estimates and assumptions. These estimadessaamptions primarily include, but
are not limited to: the selection of appropriatempgroup companies; control premiums appropriat@éguisitions in the industries in which
the Company competes; the
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discount rate; terminal growth rates; and forecaktevenue, operating income, depreciation andrazation, restructuring charges and
capital expenditures. The allocation requires sehamalyses to determine fair value of assetsiabdities including, among others, trade
names, customer relationships, and property, pladtequipment (valued at replacement costs). Ahaue believe our estimates of fair
value are reasonable, actual financial resultsccdiffer from those estimates due to the inhereégentainty involved in making such
estimates. Changes in assumptions concerning ffitenecial results or other underlying assumptioosld have a significant impact on eit
the fair value of the reporting units, the amourthe goodwill impairment charge, or both. Futuezlihes in the overall market value of the
Company’s equity and debt securities may also ré&sal conclusion that the fair value of one or emmporting units has declined below its
carrying 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 antpar “failed” (the carrying amount exceeds faalue) the first step of the goodwill
impairment test. For the thirteen units that passep one, fair value exceeded the carrying amioyibetween 6% to 196% of their respec
estimated fair values. The fair values for the nzagss, catalogs and retail inserts, commercialEumdpe reporting units each exceeded their
carrying amounts by less than 10%. Goodwill alledab the magazines, catalogs and retail insevtsptercial and Europe reporting units
was $381.1 million, $178.6 million and $50.0 milliaespectively, at October 31, 2009. For eachede reporting units, relatively small
changes in the Comparsykey assumptions may have resulted in the redogrof significant goodwill impairment charges. Ebe forms an
labels and Canada reporting units that failed cdreying amount exceeded fair value by 6% and 38%pectively, of their respective
estimated fair values. For the forms and labelsmém unit, relatively small changes in certairy llessumptions would have resulted in no
impairment of goodwill.

Generally, changes in estimates of expected fudash flows would have a similar effect on the eated fair value of the reporting ur
That is, a 1% change in estimated future cash flomsld decrease the estimated fair value of thertemm unit by approximately 1%. The
estimated long-term rate of net sales growth cae hasignificant impact on the estimated futuréendémvs, and therefore, the fair value of
each reporting unit. For the magazines, catalodsetail inserts and commercial reporting unité%adecrease in the long-term net sales
growth rate would have resulted in the reportingsufailing the first step of the goodwill impairmietest. For the Europe reporting unit, a 1%
decrease in the assumed long-term net sales gratethvould not have changed the result of the @beptest. Of the other key assumptions
that impact the estimated fair values, most repgrtinits have the greatest sensitivity to changdise estimated discount rate. The discount
rate for each reporting unit in the U.S. Print &welated Services segment was estimated to be &%fo@ctober 31, 2009. Estimated
discount rates for units in the International seghnanged from 9.0% to 14.0%. A 1.0 percentagetpparease in estimated discount rates
would have resulted in the magazines, cataloggetad inserts and commercial reporting units fajlstep one. The Company believes th:
estimates of future cash flows and discount rateseasonable, but future changes in the underlggsgmptions could differ due to the
inherent uncertainty in making such estimates. faldally, further price deterioration on contraehewals and new business along with lost
or reduced volume could have a significant impaxctre fair value for these reporting units.

The Company evaluates the recoverability of otbegilived assets, including property, plant andigment and certain identifiable
intangible assets, whenever events or changescimnestances indicate that the carrying amount &fsmet may not be recoverable. The
Company performs impairment tests of indefiniteethintangible assets on an annual basis or magjadrgly in certain circumstances.
Factors considered important which could triggemapairment review include significant underperfamae relative to historical or projected
future operating results, significant changes arttanner of use of the assets or the strateghéopyerall business, a significant decrease in
the market value of the assets or significant negahdustry or economic trends. When the Compaetgmines that the carrying amount of
long-lived assets may not be recoverable based tiygoexistence of one or more of the indicators absets are assessed for impairment
based on the estimated future undiscounted casls Bapected to result from the use of the assettardentual disposition. If the carrying
amount of an asset exceeds its estimated futuriseouhted cash flows, an impairment loss is reabfdethe excess of the asset’s carrying
amount over its fair value.
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Commitments and Contingencies

The Company is subject to lawsuits, investigatiang other claims related to environmental, emplaymaad other matters, as well as
preference claims related to amounts received frastomers and others prior to their seeking bartkyuprotection. Periodically, the
Company reviews the status of each significantenathd assesses potential financial exposuree [ptiiential loss from any claim or legal
proceeding is considered probable and the rel@bdity is estimable, the Company accrues a ligbfbr the estimated loss. Because of
uncertainties related to these matters, accrualbased on the best information available at the.tAs additional information becomes
available, the Company reassesses the potentiditiiaelated to pending claims and may reviseegimates.

The Company purchases third-party insurance fokerst compensation, automobile and general ligbdiaims that exceed a certain
level. The Company is responsible for the payméwrtadims below these insured limits, and consultwatuaries are utilized to assist the
Company in estimating the obligation associateth witurred losses, which are recorded in accrudddliies and other nonurrent liabilities.
Historical loss development factors for both therfpany and the industry are utilized to projectftitare development of incurred losses,
these amounts are adjusted based upon actual @ajmesience and settlement. If actual experienagaiins development is significantly
different from these estimates, an adjustmentturéuperiods may be required.

Restructuring

The Company records restructuring charges wheiiitieab are incurred as part of a plan approvedrianagement with the appropriate
level of authority, for the elimination of dupli¢a functions, the closure of facilities, or thatef a line of business, generally in order to
reduce the Company’s overall cost structure. Thueturing liabilities might change in future pmts based on several factors that could
differ from original estimates and assumptions.sehieclude, but are not limited to: contract set#ats on terms different than originally
expected; ability to sublease properties based anketh conditions at rates or on timelines differtirain originally estimated; or changes to
original plans as a result of mergers or acquisiticcuch changes might result in reversals of ditiads to restructuring charges that could
affect amounts reported in the Consolidated Statésraf Operations of future periods.

Accounting for Income Tax

Significant judgment is required in determining grevision for income taxes and related accruafemed tax assets and liabilities and
any valuation allowance recorded against defeardssets. In the ordinary course of businesse threr transactions and calculations where
the ultimate tax outcome is uncertain. Additionathe Company’s tax returns are subject to auditdrjous U.S. and foreign tax authorities.
The Company recognizes a tax position in its fim@rgtatements when it is more likely than not.{igelikelihood of more than fifty percent)
that the position would be sustained upon exanundiy tax authorities. This recognized tax posit®then measured at the largest amou
benefit that is greater than fifty percent likelybeing realized upon ultimate settlement. The otidated financial statements as of
December 31, 2009 and 2008 reflect these tax pasitiAlthough management believes that its estsrate reasonable, the final outcome of
uncertain tax positions may be materially differigotn that which is reflected in the Company’s bigtal financial statements.

The Company has recorded deferred tax assetsdatatkomestic and foreign tax loss and credit darwards. The Company evaluates
these deferred tax assets by tax jurisdiction. (thigation of these tax assets is limited by th@ant of taxable income expected to be
generated within the allowable carryforward periaagl other factors. Accordingly, management hasigea a valuation allowance to reduce
certain of these deferred tax assets when managdmagiconcluded that, based on the weight of aMeilavidence, it is more likely than not
that the deferred tax assets will not be fully im=l. If actual results differ from these
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estimates, or the estimates are adjusted in fypemieds, adjustments to the valuation allowancehtmged to be recorded. As of
December 31, 2009 and 2008, valuation allowanc&267.5 million and $224.7 million, respectivelyeng recorded.

Share-Based Compensation

The Company recognizes share-based compensatiensxpased on estimated fair values for all shaseebawards made to
employees and directors, including stock optioestricted stock units and performance share umits.Company recognizes compensation
expense for share-based awards expected to vesstoaight-line basis over the requisite serviagopeof the award based on their grant date
fair value. The amount of expense recognized fes¢tawards is determined by the Company'’s estimhtsseral factors, including future
forfeitures of awards, expected volatility of ther@pany’s stock, and the average life of optionerio expiration. See Note 13tock and
Incentive Programs for Employe, to the Consolidated Financial Statements fohfrrtliscussion.

Pension and Postretirement Benefit Pl

The Company records annual amounts relating fgeitsion and postretirement benefit plans basedlenlations which include
various actuarial assumptions including discoutgs;aassumed rates of return, compensation in@easaover rates and health care cost
trend rates. The Company reviews its actuarialmpons on an annual basis and modifies the assonsgbased on current rates and trends
when it is appropriate to do so. The effects of ifications are recognized immediately on the batasiteet, but are generally amortized into
operating earnings over future periods, with thieled amount recorded in accumulated other congmsitie income. The Company belie
that the assumptions utilized in recording its gdions under its plans are reasonable based erptsience, market conditions and input
from its actuaries and investment advisors. The @om determines its assumption for the discoustt@abe used for purposes of computing
annual service and interest costs based on an ofd@gh-quality corporate bond yields and matchauading yield curve analysis as of that
date. The discount rates for pension benefits aeBer 31, 2009 and 2008 were 6.0% and 6.8%, riaaplgc The discount rates for
postretirement benefits at December 31, 2009 af8 2@re 5.7% and 6.9%, respectively. A one pergenpmint decrease in the discount
rates at December 31, 2009 would increase the gepns’ accumulated benefit obligation and prigiédenefit obligation by
approximately $433.6 million and $448.6 millionspectively. A one percentage point decrease idig@unt rates at December 31, 2009
would increase the postretirement plans’ accumdlbenefit obligation by approximately $46.0 million

The Company employs a total return investment aggrdor its pension and postretirement benefitplahereby a mix of equities and
fixed income investments are used to maximize dhg-erm return of pension and postretirement pkgets. The intent of this strategy is to
minimize plan contributions by outperforming the@wth in plan liabilities over the long run. Riskemance is established through careful
consideration of plan liabilities, plan funded attand corporate financial condition. The investhportfolios contain a diversified blend of
equity and fixed-income investments. Furthermoggijtg investments are diversified across geograptd/market capitalization through
investments in U.S. large-capitalization stockss.lsmall-capitalization stocks and internationalusiies. Investment risk is measured and
monitored on an ongoing basis through annual lighiheasurements, periodic asset/liability studied quarterly investment portfolio
reviews. The expected long-term rate of returmpfan assets is based upon many factors includipgat®d asset allocations, historical asset
returns, current and expected future market camditand risk. The prospective target asset allmtgiercentage for both the pension and
postretirement benefit plans is approximately 78%efuity and other securities and approximateBt 26r fixed income. The expected ret
on plan assets assumption at December 31, 2008ddram 7.5% to 8.5% for the Company’s major U8l €anadian pension plans and
was 7.6% for the Company’s partially funded U.Sstpetirement medical benefit plans.
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The Company also maintains several pension plaathir international locations. The assets, liilediand expense associated with
these plans are not material to the Company’s diolaged financial statements. The expected retamplan assets and discount rates for
these plans are determined based on each plamstment approach, local interest rates and plarcipant profiles.

The health care cost trend rates used in valuie@thmpanys postretirement benefit obligations are establidieesed upon actual hee
care cost trends and consultation with actuariesbamefit providers. At December 31, 2009, theenirweighted average health care trend
rate assumption for the major U.S. postretireméarmgwas 6.8% for both pre-age and post-age 6&ipantts. The current trend rate
gradually decreases to an ultimate trend rate@866The current weighted average health care tratedassumption for the Canada
postretirement plan was 9.0% for both pre-age astt@ge 65 participants, gradually decreasing toliamate trend rate of 5.5%.

A one-percentage point increase in the assumethheske cost trend rates would have the followiffigots (in millions):

Postretirement benefit obligatic $6.2
Total postretirement benefit service and interest components ni 0.5

A one-percentage point decrease in the assumetth lvaaé cost trend rates would have the followiffigots (in millions):

Postretirement benefit obligatis $(5.6)
Total postretirement benefit service and interest components ni (0.5)

Off-Balance Sheet Arrangements

Other than non-cancelable operating lease commtsnére Company does not have off-balance shemtgements, financings, or
special purpose entities.
Financial Review

In the financial review that follows, the Compangalisses its consolidated results of operationanfiial position, cash flows and
certain other information. This discussion showddad in conjunction with the Company’s consobddinancial statements and related
notes that begin on page F-1.
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RESULTS OF OPERATIONS FOR THE YEAR ENDED DECEMBER 31, 2009 AS COMPARED TO THE YEAR ENDED
DECEMBER 31, 2008

The following table shows the results of operatifarghe years ended December 31, 2009 and 20G8hwflects the results of
acquired businesses from the relevant acquisitaesd

2009 2008 $ Change % Change
(in millions)

Net sales $9,857.¢ $11,581.( $(1,724.9) (14.9%)
Cost of sales (exclusive of depreciation and armatitn shown below 7,462.¢ 8,576.: (1,113.9 (13.%)
Selling, general and administrative expenses (skauwof depreciation and

amortization shown belov 1,088.! 1,220.! (132.0 (10.8%)
Restructuring and impairment char 382.7 1,184." (802.0 (67.7%)
Depreciation and amortizatic 579.( 640.€ (61.€) (9.€%)
Total operating expens 9,513.! 11,622.: (2,109.0) (18.1%)
Income (loss) from continuing operations $ 344.: $ (40.5) $ 384.¢ 950.1%

Consolidated

Net sales for the year ended December 31, 200@awsed $1,724.2 million, or 14.9%, to $9,857.4 orillversus the prior year. Changes
in foreign exchange rates decreased net sales(iy Bhillion, or 1.7%, while the acquisitions of BBA and Pro Line increased net sales by
$36.2 million, or 0.3%. The remaining decreasesevimarily attributable to significant volume dieels and continued price pressure across
most products and services as customer demandadecrerimarily due to the global economic slowdown.

Cost of sales decreased $1,113.4 million to $7361llion for the year ended December 31, 2009wetke prior year, primarily due
volume decreases and a benefit resulting from ldWe® inventory provisions, offset by lower pricimgy by-product sales and higher
incentive compensation expense. Cost of salepascantage of consolidated net sales increasedoh®6 to 75.7%, reflecting the impact
of price pressures on net sales, volume declioagr pricing on by-products sales and higher ingerdtompensation expense, offset in part
by the benefits of continued productivity efforteddower LIFO inventory provisions.

Selling, general and administrative expenses deete$132.0 million to $1,088.5 million for the yesrded December 31, 2009 versus
the prior year due to restructuring-driven cosuibns, lower sales commissions based on reduniedre, decreased bad debt expenses, the
elimination of the Company’s 401(k) match and cheanigp foreign exchange rates, partially offset lghlr incentive compensation expense.
Selling, general and administrative expenses as@eptage of consolidated net sales increased ¥b&% to 11.0%, reflecting the impact of
the net sales decline and higher incentive compiemsaxpense, which more than offset the benefiirofiuctivity efforts.

For the year ended December 31, 2009, the Compaayded a net restructuring and impairment prowisio$382.7 million compared
to $1,184.7 million in 2008. In 2009, these charigetided a non-cash pre-tax charge of $128.5anilfor the impairment of goodwill and
$118.6 million, discounted for future cash paymefusthe termination of a significant long-termstomer contract in the business process
outsourcing reporting unit within the Internatiosagment, which allowed the Company to withdrawnfiertain unprofitable operations in
this area. In addition, these charges included8si#8llion for workforce reductions of 4,043 empl@ge(of whom 3,779 were terminated as of
December 31, 2009) associated with actions regultom the reorganization of certain operationseSeghactions also included the closings of
two catalog, magazine and retail insert manufactufacilities, two book manufacturing facilitiescaane premedia facility within the U.S.
Print and Related Services segment and the clasinge Global Turnkey Solutions manufacturing féigilone business process outsourcing
facility, one Latin America manufacturing facilignd one European
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manufacturing facility within the International segnt. Additionally, the Company recorded $24.7 ionillof impairment charges for other
long-lived assets and $32.1 million of other restiuting costs, including lease termination and ofheility closure costs. For the year ended
December 31, 2008, these charges included non-pestiax charges of $1,125.4 million for the impaént of goodwill and other intangible
assets and $44.1 million for workforce reductioh,845 employees (all of whom were terminatedfad8exember 31, 2009) associated with
actions resulting from the reorganization of certgperations and the exiting of certain businetigiies. These actions included the
realignment and consolidation of the Canadian drgaion, management reorganization within Latin Aiceg, the closing of two Global
Turnkey Solutions manufacturing facilities withimetInternational segment and the realignment andatimlation of the financial print
organization in the U.S. Print and Related ServiagesInternational segments. In addition, the Camgpacorded $4.6 million of impairment
charges of other long-lived assets and $10.6 miltibother restructuring costs, mainly relatedei@sle terminations in exited facilities.

Depreciation and amortization decreased $61.6anitio $579.0 million for the year ended December2B09 compared to 2008,
primarily due to reduced capital expenditures dredreduced balance of amortizable intangible assstating from the impairment of
customer relationship intangible assets in then®ss process outsourcing unit in 2008. Changewréigh exchange rates also caused the
lower depreciation and amortization expense. Dégtiea and amortization included $99.1 million ait23.3 million of amortization of
purchased intangibles related to customer relatipss patents, trade names, licenses and non-ceragetements for the year ended
December 31, 2009 and 2008, respectively.

Income from continuing operations for the year ehBecember 31, 2009 was $344.3 million compareadltss from continuing
operations of $40.5 million for the year ended Deber 31, 2008. The increase in earnings was priyndiiven by the higher non-cash
impairment charges recorded in 2008, as well astsesavings achieved from restructuring actisified productivity efforts, a benefit
resulting from lower LIFO inventory provisions dteereduced inventory levels and lower inventory aachmodity prices, decreased bad
expenses and lower intangible amortization expgresgially offset by the lower net sales primadiyven by the global economic slowdown,
higher incentive compensation expense and loweingrion by-products sales.

Net interest expense increased by $8.2 milliortHeryear ended December 31, 2009 versus the praor primarily due to the issuance
of $400 million of 11.25% senior notes and $350iomil of 8.60% senior notes on January 14, 20094aurglist 26, 2009, respectively, as well
as the accelerated amortization of debt issuansts emd unamortized discounts related to the répsecof $640.6 million of senior notes
maturing in 2012 and 2010 and lower internationtdriest income as a result of lower interest ratedijally offset by lower average short-
term borrowings.

Net investment and other expense for the year ebgedmber 31, 2009 and 2008 was $16.6 million &hd fillion, respectively. In
2009, the Company'’s repurchases of $640.6 millfoitscsenior notes maturing in 2012 and 2010 reslith a loss on the debt extinguishment
of $10.3 million. In addition, as a result of tepurchase of the senior notes due May 15, 201 ¢hepany reclassified a loss of $2.7 mill
from accumulated other comprehensive income tositmvent and other expense due to changes in thetiddigecasted interest payments.
Additionally, the Company recorded a $2.4 milliorita-down on its affordable housing investments. the year ended December 31, 2008,
the Company terminated its cross-currency swapghatesulted in a loss of $9.9 million. In additisghe Company sold an equity investment
in Latin America, which resulted in a gain of $4n@lion.

The effective income tax rate for the year endeddbeber 31, 2009 was a provision of 123.0% comptredbenefit of 31.2% in 2008.
The effective tax rate for the year ended DecerBheP009 was impacted by the non-deductible, na@h-gaodwill impairment charge of
$128.5 million and the partially deductible charggiscounted for future cash payments, of $118l6amifor the termination of a significant
long-term customer contract in the business prooeturcing reporting unit within the Internatibeagment. The 2008 effective

32



Table of Contents

income tax rate was impacted by the non-deducgibtEwill impairment charge of $800.1 million and tiax benefits of $228.8 million
related to the decline in value and reorganizatiocertain entities within the International segtnand related tax benefits realized upon the
reorganization of certain foreign entities theramd the benefit of $38.0 million from the recogmitiof uncertain tax positions upon final
settlement of certain U.S. federal income tax aufit the years 2000-2002.

Net loss from continuing operations attributablé&k® Donnelley common shareholders for the year @fEember 31, 2009 was $2
million, or $0.13 per diluted share, compared t& BT million, or $0.91 per diluted share, for themyended December 31, 2008. In addition
to the factors described above, the per sharetsasilect a decrease in weighted average dilltades outstanding of 5.0 million, primarily
resulting from the Company’s repurchase of 10.0ionilshares of its common stock in 2008.

U.S. Print and Related Services

The following tables summarize net sales, incoramftontinuing operations and certain items impagctiomparability within the U.S.
Print and Related Services segment:

Year Ended December 31,

2009 2008
(in millions)

Net sales $ 7,437.( $ 8,704.

Income from continuing operatiol 489.2 708.¢

Operating margil 6.€% 8.1%

Restructuring and impairment char¢ 163.¢ 405.¢

2009 2008
Reporting unit(1) Net Sales Net Sales $ Change % Change
(in millions)

Magazines, catalogs and retail inst $2,053.¢ $2,527.: $ (473.%) (18.7%)
Books and directorie 1,462.. 1,764." (302.9 (17.1%)
Variable print 1,142.¢ 1,254.; (111.9 (8.9%)
Forms and label 829.t 908.2 (78.7) (8.7%)
Commercial 592.1 706.4 (114.9) (16.2%)
Logistics 491.( 573.1 (82.7) (14.2%)
Financial print 482.% 528.( (45.5) (8.€%)
Office products 228.7 270.t (41.¢) (15.5%)
Premedic 154.5 172.% (17.5) (10.2%)
Total U.S. Print and Related Servic $7,437.( $8,704.: $(1,267.9) (14.€%)

(1) The amounts included in the above table repiaset sales by reporting unit and the descriptadsve reflect the primary products or
services provided by each. Included in these ries sanounts are sales of other products that mgydskiced within a reporting unit to
meet customer needs and improve operating effigie@ertain prior year amounts were restated toaomto the Company’s current
reporting unit structure

Net sales for the U.S. Print and Related Serviegment for the year ended December 31, 2009 wed8%D million, a decrease of
$1,267.2 million, or 14.6%, compared to 2008. Tbgussition of Pro Line increased net sales $17lanj or 0.2%. The increase due to the
acquisition was more than offset by volume andepdeclines across all products and services piiiyrduie to the global economic slowdoy
Sales of magazines, catalogs and retail insertedsed due to lower page counts resulting fromaedladvertising spending, lower
circulation volume and price pressure on new aristiag customer contracts. Sales of books and wiries decreased due to lower volume in
educational books, related materials and directoBales of variable printing decreased due tonfavarable shift in product mix, lower sa
of direct mailings from
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financial service companies and retail customedsraduced fulfillment and distribution volume frdmealthcare customers. Sales of forms
and labels decreased due to lower volume from neajstomers and increased price pressure. Commeraitihg sales decreased due to
lower volume as a result of the economic slowdownah iacreased price pressure. Sales of financiatipg decreased compared to the prior
year due to reductions in the size and number mifalanarket transactions and increased price presSales of logistics services decree
primarily due to lower print volumes and reductiagmsuel surcharges. Sales of office products desmd primarily due to lower volume from
large retail customers. Finally, sales of premeidielined due to lower volume from existing custosrier print related products.

U.S. Print and Related Services segment income éammtinuing operations decreased $219.7 milliomntgdbecause of the volume and
price declines discussed above, lower pricing opimgucts sales and higher incentive compensakiparese, partially offset by lower
restructuring and impairment charges, operatingj reakictions driven by the restructuring actiond productivity initiatives. Operating
margins in the U.S. Print and Related Services sagalecreased from 8.1% for the year ended Dece®ih@008 to 6.6% for the year ended
December 31, 2009. The margin declines resulted fhe impact of volume declines, price pressumset pricing on by-products sales and
higher incentive compensation expense, partialigedby lower restructuring and impairment charged cost savings, as discussed above.

International

The following tables summarize net sales, incorass{l from continuing operations and certain itemgacting comparability within the
International segment:

Years Ended December 31,

2009 2008
(in millions)

Net sales $2,420.- $2,877..

Income (loss) from continuing operatic (36.0) (564.¢

Operating margil (1.5%) (19.€%)

Restructuring and impairment char 210.7 774,

2009 2008
Reporting unit Net Sales Net Sales $ Change % Change
(in millions)

Business process outsourci $ 603.: $ 734.( $(130.7%) (17.8%)
Latin America 467.¢ 485.2 (17.9) (3.€%)
Asia 436.2 473.( (36.9) (7.8%)
Europe 388.7 498.( (109.9) (21.%)
Global Turnkey Solution 321.¢ 455.( (133.9 (29.2%)
Canad: 202.7 232.2 (29.5) (12.7%)
Total Internationa $2,420.¢ $2,877.¢ $(457.0) (15.9%)

Net sales for the International segment for the gealed December 31, 2009 were $2,420.4 milliate@ease of $457.0 million, or
15.9%, compared to 2008. The decrease in netwaleprimarily due to changes in foreign exchangesraf $201.1 million, or 7.0%, and
volume and price declines resulting from the glasainomic slowdown. Business process outsourcihgales decreased due to changes in
foreign exchange rates, as well as lower volunteainsactional print and mail and design and priahagement services. In Latin America,
net sales decreased due to changes in foreign myehates and lower sales of forms, partially ¢ffgethe acquisition of PROSA which
increased net sales by $18.7 million, or 3.9%. Selé\sia decreased due to reduced export book sal& lower volumes and prices on print
packaging products. Net sales in Europe decreasetbdchanges in foreign exchange rates and loakes sf directories and commercial
print, as well as unfavorable product mix changes @eclining prices, largely related to technologgnuals and other related
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packaging products. Global Turnkey Solutions nktssdecreased due to lower volume from retail acliriology customers, as the economic
slowdown impacted both consumer and business spgodi their products, as well as changes in foreiginange rates. The decrease in net
sales in Canada was due to changes in foreign egehates and lower sales of forms and labelersttt printing and commercial print
products.

Loss from continuing operations decreased $528ll&mprimarily due to lower restructuring and impaent charges, partially offset
by volume declines, the ongoing impact of compadiprice pressures, unfavorable product mix anbdrigncentive compensation expense,
partially offset by lower intangible amortizatiorpense. Operating margins as a percentage ofisatessed from (19.6%) for the year en
December 31, 2008 to (1.5%) for the year ended bee 31, 2009. Of this margin change, 19.6 pergenpaints were attributable to the
impact of lower restructuring and impairment charde addition, the margin increase was due to i@hictions driven by restructuring
actions and productivity improvements, partialljset by volume and price declines.

Corporate

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

Years Ended December 31,
2009 2008
(in millions)
Operating expenst $ 108« $ 184.¢
Restructuring and impairment char¢ 8.2 4.2

Corporate operating expenses for the year endedrblser 31, 2009 were $108.9 million, a decreas& 5f%million compared to 2008.
The decrease was primarily driven by a benefitltiegufrom the reduction in the LIFO inventory rege of $17.6 million in 2009 as
compared to an expense of $30.6 million in 2008 efimination of the Company’s 401(k) match and ceductions from productivity and
restructuring actions, partially offset by highecéntive compensation expense and higher restimgtand impairment charges.

RESULTS OF OPERATIONS FOR THE YEAR ENDED DECEMBER 31, 2008 AS COMPARED TO THE YEAR ENDED
DECEMBER 31, 2007 (in millions, except per share da)

Net Earnings (Loss
Net Earnings
Income (Loss (Loss) Attributable Attributable to RR
Donnelley Commor

from Operating to RR Donnelley

Continuing Common Shareholders Per

Operations Margin Shareholders Diluted Share
For the year ended December 31, 2 $ 3151 2.7% $ (48.9) $ (0.29)
2008 restructuring and impairment char (1,184.°) (10.29%) (1,073.9 (5.1
2007 restructuring and impairment char 839.( 7.2% 702.¢ 3.22
Loss on termination of crc-currency swap — — (1.8 (0.0
Non-recurring tax benefi-net — — 257.t 1.2¢
Discontinued operatior — — 2.3 0.01
Operations (9.9 0.C% (28.0) (0.02)
For the year ended December 31, 2 $ (405 (0.2%) $ (189.9 $ (0.90

2008 pre-tax restructuring and impairment chargéscluded $1,125.4 million of non-cash chargestfa impairment of goodwill and
intangible assets; charges of $44.1 million for Eyee termination costs, substantially all of whieére associated with restructuring
actions resulting from the reorganization of certgperations and the exiting of certain businessities; $10.6 million of other
restructuring costs, primarily lease terminatiostspand $4.6 million for impairment of other loled assets.
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2007 pre-tax restructuring and impairment chargéscluded $752.2 million of non-cash charges fer impairment of goodwill and
intangible assets; charges of $49.3 million for Eyee termination costs, substantially all of whieére associated with restructuring
actions resulting from the reorganization of certgperations and the exiting of certain businetigsities; $11.1 million of other
restructuring costs, including lease terminatiostgoand $26.4 million for impairment of other leliged assets.

Pre-tax loss on termination of cross-currency swapgestment and other income (expense) included@iélion ($1.8 million after
tax) loss in 2008 resulting from the Company’s t@ation of its cross-currency swaps.

Non-recurring tax benefitseflected tax benefits of $228.8 million realized2008 related to the decline in value and reomgiun of
certain entities within the International segmastwell as a benefit of $38.0 million in 2008 fréme recognition of uncertain tax
positions upon the final settlement of certain UeSleral tax audits for the years 2002002 and a benefit of $9.3 million in 2007 fro
reduction in net deferred tax liabilities due tdexrease in the statutory tax rate in the Unitethdom.

Operations:reflected lower net sales driven by the global ecoic slowdown, partially offset by cost savingsnfroestructuring action
productivity efforts and lower incentive compensatexpense and the impact of the Von Hoffmann, &aPérry Judd’s, Cardinal
Brands and Pro Line acquisitions. See further deitaithe review of operating results by segmeat thllows below.

The following table shows the results of operatiforghe years ended December 31, 2008 and 200¢hwflects the results of
acquired businesses from the relevant acquisitadesd

2008 2007 $ Change % Change
(in millions)

Net sales $11,581.( $11,587.. $ (5.5 0.C%
Cost of sales (exclusive of depreciation and arnatitn shown below 8,576.: 8,532.¢ 43.¢ 0.5%
Selling, general and administrative expenses (skeuof depreciation and

amortization shown belov 1,220.! 1,302.: (81.¢) (6.3%)
Restructuring and impairment charg 1,184." 839.( 345.7 41.2%
Depreciation and amortizatic 640.€ 598.: 42.3 7.1%
Total operating expens 11,622. 11,272. 350.1 3.1%
Income (loss) from continuing operations $ (405 $ 315.1 $(355.€) (112.9%)

Consolidated

Net sales for the year ended December 31, 200&ased $5.5 million to $11,581.6 million versusphier year. Net sales increased
$412.4 million, or 3.6%, due to the acquisition8Baita, Perry Judd’s, Von Hoffman, Cardinal Braadd Pro Line and $33.0 million, or
0.3%, from changes in foreign exchange rates. Timeseases were more than offset by volume ane pléclines across most products and
services as customer demand decreased due toothe gtonomic slowdown.

Cost of sales increased $43.9 million to $8,576IBam for the year ended December 31, 2008 vetBagrior year, primarily due to
acquisitions, changes in foreign exchange ratesramdased LIFO provisions, offset by lower inceattcompensation expense and increased
productivity. Cost of sales as a percentage of @aleted net sales increased from 73.6% to 74.&¥eating the impact of cost inflation and
price pressures on net sales, partially offseblwel incentive compensation and improved produgtivi

Selling, general and administrative expenses dsete$81.8 million to $1,220.5 million for the yearded December 31, 2008 versus
the prior year, primarily due to lower incentivengmensation expense, partially offset by acquisitiand a higher provision for doubtful
accounts receivable. Selling, general and admatise
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expenses as a percentage of consolidated netdsmressased from 11.2% to 10.5%, which reflected taneentive compensation expense and
the reduction of costs through improved produgtieitd restructuring activities.

For the year ended December 31, 2008, the Comsmayded a net restructuring and impairment promisio$1,184.7 million
compared to $839.0 million in 2007. In 2008, thelsarges included non-cash, pre-tax charges of $4Ifillion for the impairment of
goodwill and other intangible assets and $44.lionilfor workforce reductions of 2,245 employees$ ¢alwhom were terminated as of
December 31, 2009) associated with actions reguiltom the reorganization of certain operations #edexiting of certain business activit
These actions included the realignment and corestiid of the Canadian organization, managemengesization within Latin America, the
closing of two Global Turnkey Solutions manufaatgrfacilities within the International segment @hd realignment and consolidation of
financial print organization in the U.S. Print aRdlated Services and International segments. Iiiaddthe Company recorded $4.6 million
of impairment charges of other long-lived assets$t0.6 million of other restructuring costs, mypirglated to lease terminations in exited
facilities. For the year ended December 31, 20@5%d charges included $436.1 million for the intpaint of goodwill for the business
process outsourcing operations and a non-cashaprehtirge of $316.1 million reflecting the writd-of the Moore Wallace, OfficeTiger and
other trade names, most of which were indefinitedi In addition, these charges included $49.3anillor workforce reductions of 1,169
employees (all of whom were terminated as of De@arth, 2009) associated with actions resulting ftbenreorganization of certain
operations and the exiting of certain busineswitiets. These actions included management chagasplify the management reporting
structure and cost structure reductions includimgdiosing of two manufacturing facilities withimet U.S. Print and Related Services segment
and two facilities within the International segmdrarther, these charges included $11.1 milliontber restructuring costs primarily related
to lease terminations in exited facilities and #2®illion for the impairment of other long-livedsats, of which $19.1 million related to the
write-off of capitalized customer contract set-@sts in the business process outsourcing unit. Blmant believes that certain restructuring
activities will continue in 2009, as the Companytioues to streamline its manufacturing, salesaministrative operations.

Depreciation and amortization increased $42.3 amilto $640.6 million for the year ended December2BD8 compared to 2007,
primarily due to acquisitions and capital expenditu Depreciation and amortization included $128ilBon and $119.7 million of
amortization of purchased intangibles related stamer relationships, trade names and patentidéoyear ended December 31, 2008 and
2007, respectively.

The loss from continuing operations for the yeateghDecember 31, 2008 was $40.5 million compareédcimme from continuing
operations of $315.1 million for the year ended &aber 31, 2007. The decrease in earnings was piyrdaren by the increase in non-cash
impairment charges. The lower earnings also refleztdecline in volumes and cost inflation and @pcessures across both segments,
partially offset by acquisitions, productivity effs, lower incentive compensation and the benafitéieved from procurement savings and
restructuring activities.

Net interest expense decreased by $0.9 millioth®year ended December 31, 2008 versus 2007, fisirdae to higher interest
income earned on cash balances invested interadltippartially offset by higher interest expensdhe U.S. due to increased shiatm debt

Net investment and other income (expense) for #z& gnded December 31, 2008 and 2007 was expef2edahillion and income of
$3.6 million, respectively. In 2008, the Compamyrtmated its cross-currency swaps, which resutieslloss of $9.9 million. In addition, the
Company sold an equity investment in Latin Amerighich resulted in a gain of $4.9 million. For tywar ended December 31, 2007, the
Company recorded a gain of $1.1 million for therades in fair value of the portion of derivativedirtial instruments that was ineffective i
net investment hedge.

The effective income tax rate for the year endedeb#ber 31, 2008 was a benefit of 31.2% comparadotovision of 149.3% in 2007.
The effective income tax rate for the year endeddb@er 31, 2008 was impacted
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by the non-deductible goodwill impairment charg&800.1 million and by tax benefits of $228.8 moiflirelated to the decline in value and
reorganization of certain entities within the Imi&ional segment and related tax benefits realigeah the reorganization of certain foreign
entities therein and the benefit of $38.0 millioori the recognition of uncertain tax positions ufioal settlement of certain U.S. federal
income tax audits for the years 2000-2002. The 20f&ttive tax rate included the impact of the mimaluctible goodwill impairment charge
of $436.1 million, tax benefits of $107.0 milliossociated with the $316.1 million charge for théevoff of the Moore Wallace, OfficeTiger
and other trade names, the enactment of a lowtertata tax rate in the United Kingdom, an increabedefit from the domestic
manufacturing deduction and the impact of the iaseel proportion of the Company’s taxable incomévddrfrom lower-tax jurisdictions.

The net loss from continuing operations attribugabl RR Donnelley common shareholders for the gaded December 31, 2008 was
$191.7 million, or $0.91 per diluted share, comgae$48.4 million, or $0.22 per diluted share, tioe year ended December 31, 2007. In
addition to the factors described above, the parestesults reflect a decrease in weighted aveatiigied shares outstanding of 7.8 million,
primarily resulting from the Company’s repurchagd@@.0 million shares of its common stock in 2008.

U.S. Print and Related Services

The following tables summarize net sales, incoramfcontinuing operations and certain items impagctiomparability, which reflect
the results of acquired businesses from the reteaaquisition dates, within the U.S. Print and RelaServices segment:

Year Ended December 31,

2008 2007
(in millions)

Net sales $8,704.: $8,601.¢

Income from continuing operatiol 708.¢ 823.¢

Operating margil 8.1% 9.6%

Restructuring and impairment char 405.¢ 285.1

2008 2007
Reporting unit(1) Net Sales Net Sales $ Change % Change
(in millions)

Magazines catalogs and retail inst $2,527.: $2,514.. $ 12.¢ 0.5%
Books and directorie 1,764.! 1,771t (7.0 (0.4%)
Variable print 1,254.; 1,272.¢ (18.€) (1.5%)
Forms and label 908.2 952.¢ (44.2) (4.€%)
Commercial 706.¢ 767.7 (61.9) (8.C%)
Logistics 573.1 489.: 83.¢ 17.1%
Financial prini 528.( 560.1 (32.]) (5.7%)
Office products 270.k 107.5 162.¢ 151.2%
Premedie 172.2 166.Z 6.C 3.6%
Total U.S. Print and Related Servic $8,704.. $8,601.¢ $102.2 1.2%

(1) The amounts included in the above table reptaset sales by reporting unit and the descriptaimsve reflect the primary products or
services provided by each. Included in these Hes sanounts are sales of other products that maydaliced within a reporting unit to
meet customer needs and improve operating effigie@ertain prior year amounts were restated toaomto the Company’s current
reporting unit structure

Net sales for the U.S. Print and Related Serviegment for the year ended December 31, 2008 wer®42 million, an increase of
$102.3 million, or 1.2%, compared to 2007. Salesmfthe acquired facilities of Banta, Perry Judifan Hoffmann, Cardinal Brands and Pro
Line increased sales by $399.3 million, or 4.6%.
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The increases due to acquisitions were offset lyme and price declines across most products anitss due to the economic crisis that
worsened in the second half of 2008. Sales of niagszcatalogs and retail inserts increased slighte to acquisitions and new catalog
customers, partially offset by lower volume resgtirom reduced advertising spending and lowermelfirom existing customers. Sales of
books and directories decreased slightly as thaétngf acquisitions was more than offset by theaotf lower prices from major customer
contract renewals and reduced volume in salesretidiries. Sales of variable printing products dased due to lower direct mail sales and
reduced fulfillment and distribution volume. Satéforms and labels decreased due to lower sal&smfs, resulting from increased price
pressure and lower demand for consumable formsuptsdCommercial printing sales decreased duestet¢bnomic slowdown. Sales of
logistics services increased primarily due to highel surcharges. Sales of financial printing e@ased due to decreases in the size and
number of capital market transactions. Sales aé@ffroducts increased due to an acquisition. Finsdles of premedia grew slightly due to
acquisitions and increased volume from new custemer

U.S. Print and Related Services income from commoperations decreased $114.9 million mainly ehiby the increase in
restructuring and impairment charges of $120.7iomillin addition, the benefits of acquisitions, Ewvincentive compensation expense and
improved productivity were partially offset by thelume declines and competitive price pressuresudised above. Operating margins in the
U.S. Print and Related Services segment decream®d¥*.6% to 8.1% for the year ended December 318.20f the margin decrease, 1.4
percentage points were attributable to higheruesiring and impairment charges. In addition, loesployee incentive compensation
expense and continued productivity efforts largefget the impact of reduced volume, price presametcost inflation.

International

The following tables summarize net sales, loss foomtinuing operations and certain items impactiogparability within the
International segment:

Years Ended December 31,

2008 2007
(in millions)

Net sales $2,877. $2,985.;

Loss from continuing operatiol (564.¢) (315.0

Operating margil (19.€%) (10.€%)

Restructuring and impairment char 774, 538.7

2008 2007
Reporting unit Net Sales Net Sales $ Change % Change
(in millions)

Business process outsourc| $ 734.( $ 809.% $ (75.9) (9.3%)
Europe 498.( 572.7 (74.7) (13.(%)
Latin America 485.2 436.¢ 48.4 11.1%
Asia 473. 457.t 15.F 3.4%
Global Turnkey Solution 455.( 468.k (3.5 (2.9%)
Canade 232.2 240.( (7.9 (3.2%)
Total Internationa $2,877.c $2,985.: $(107.§) (3.6%)

Net sales for the International segment for the gealed December 31, 2008 were $2,877.4 milliate@ease of $107.8 million, or
3.6%, compared to 2007. Although net sales incceapproximately $33.0 million, or 1.1%, due to timpact of changes in foreign exchange
rates and $13.1 million, or 0.4%, due to acquisgjdhese increases were more than offset by voamdedrice declines resulting from the
global economic slowdown. Foreign exchange ratesrébly impacted each reporting unit for the firste months of
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2008, but had a significant unfavorable impact miyithe last three months of 2008. Volume increasestin America and Asia were more
than offset by declines in the technology and tai@munications products in Europe, lower volumerintpand media and outsourcing
services within business process outsourcing améhtpact of ongoing price pressures. Business psogetsourcing net sales decreased due
to lower volume and lost customers in print and is@thd outsourcing services, partially offset bjumee growth driven by the full year
impact of a large new customer contract enteremldnting the second quarter of 2007. Net salesunojfie decreased due to volume declines,
unfavorable product mix changes and declining gritargely related to the technology and teleconioations sector, partially offset by the
impact of changes in foreign currency rates ancei®ed commercial print product sales. In Latin Acae the net sales increase was the
result of changes in foreign exchange rates, coeabivith an increase in sales of books, forms amaneercial printing. Sales in Asia
increased due to foreign exchange rates and iresteasume in the technology sector, partially aftsg declines due to increased competi
resulting in price pressure in the export book raaidnd technology and telecommunications sectdobhabTurnkey Solutions net sales
decreased slightly due to lower volume from exgtinstomers, partially offset by changes in foregohange rates. The decrease in net

in Canada was due to lower volume and price pressuisales of forms and labels, partially offseth®/impact of foreign exchange rates.

The loss from continuing operations increased $4sllion mainly due to the $236.0 million increaserestructuring and impairment
charges. The impact of the net sales decline wdilbhaoffset by productivity improvement, costriool and lower incentive compensation
expense. Operating margins decreased from (106%pt6%) for the year ended December 31, 200&hétigestructuring and impairment
charges drove an 8.9 percentage point margin deeredth the balance of the decrease attributéldetmegative impact of volume and price
declines.

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

Years Ended
December 31,

2008 2007
(in millions)

Operating expenst $184.¢ $193.7

Restructuring and impairment char¢ 4.2 15.2

Corporate operating expenses for the year endedrblger 31, 2008 were $184.8 million, a decreas8 ¢ fillion compared to 2007.
The decrease was driven by decreases in employeditoend incentive compensation costs, lower vestiring and impairment charges of
$11.0 million and cost reductions from productiwfyorts and restructuring actions partially offbgtan increase in LIFO inventory
provisions and a higher provision for doubtful anets receivable.

RESTRUCTURING, IMPAIRMENT, AND ACQUISITION-RELATED CHARGES

During 2009, the Company recorded net restructuaimdjimpairment charges of $382.7 million. Thesarges included $128.5 million
for the impairment of goodwill and $24.7 millionrfthe impairment of other long-lived assets. Iniadd, the Company recorded charges,
discounted for future cash payments, of $118.6anilfor the termination of a significant long-temastomer contract in the business process
outsourcing reporting unit within the Internatiosalgment, of which $117.2 million, $0.8 million add.6 million are reflected in other
charges, impairment and employee terminations esly. Additionally, these charges included S7®iillion related to workforce
reductions of 4,043 employees (3,779 of whom wemainated as of December 31, 2009), associatedastthns resulting from the
reorganization of certain operations and the exitihcertain business activities. These actionkided the closings of two magazine, catalog
and retail
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insert manufacturing facilities, two book manufattg facilities and one premedia facility withineth).S. Print and Related Services segment
and the closing of two Global Turnkey Solutions mfacturing facilities, one business process outsagrfacility, one Latin America
manufacturing facility and one European manufaotufacility within the International segment. Filyakthe Company incurred other
restructuring charges of $32.1 million, includirgs$e termination and other facility closure costs.

During 2008, the Company recorded restructuringiarghirment charges of $1,184.7 million. These gbarincluded $800.1 million
for the impairment of goodwill, $325.3 million ftine impairment of customer relationships intangéssets and $4.6 million for the
impairment of other londjved assets. In addition, these charges includedi$million related to workforce reductions of £52employees (a
of whom were terminated as of December 31, 20G8p@Eated with actions resulting from the reorgatidn of certain operations and the
exiting of certain business activities. These axgtimcluded the realignment and consolidation ef@anadian organization, management
reorganization within Latin America, the closingtafo Global Turnkey Solutions manufacturing fa@it within the International segment
and realignment and consolidation of the finanpi&it organization in the U.S. Print and Relatedvi®es and International segments. In
addition, $10.6 million of other restructuring cgshcluding lease terminations in exited faciitievere recorded for the year ended
December 31, 2008.

During 2008, the Company capitalized $2.1 millidmestructuring costs related to employee termamegiand other costs in connection
with the acquisition of Pro Line. Costs of $1.7Irail were for workforce reductions of 23 employeesulting from the elimination of
duplicative administrative functions. Charges of$@illion of other restructuring costs includedde terminations in exited facilities.

During 2007, the Company recorded restructuringiarghirment charges of $839.0 million. These chsiigeluded $316.1 million for
the write-off of the Moore Wallace, OfficeTiger anther trade names associated with the Compangisida in June 2007 to unify most of
its printing and related service offerings under $ingle RR Donnelley brand. Additionally, the 2@biarges included $436.1 million for the
impairment of goodwill resulting from the OfficeEgand Astron acquisitions within the business gssmutsourcing reporting unit within
the International segment and $26.4 million forithpairment of other long-lived assets, of whicl® fimillion relates to the write-off of
capitalized customer contract set-up costs in tisiniess process outsourcing reporting unit. Intaadithese charges included $49.3 million
related to workforce reductions of 1,169 employ@isof whom were terminated as of December 318208ssociated with actions resulting
from the reorganization of certain operations drelexiting of certain business activities. Thed®as included management changes to
simplify and consolidate the management reportingcture and cost structure reductions includiregdlvsing of two manufacturing facilities
within the U.S. Print and Related Services segrardttwo manufacturing facilities within the Intetioaal segment. In addition, $11.1
million of other restructuring costs, including $eaterminations in exited facilities, were recorétadthe year ended December 31, 2007.
Further, the Company capitalized $63.7 millionestructuring costs related to employee terminaténtsother costs in connection with the
acquisitions of Banta, Perry Judd’s, Von Hoffmaamd Cardinal Brands. Costs of $55.1 million wereplanned workforce reductions of 857
employees, resulting from the elimination of duatice administrative functions and the plannedwlef five operating facilities. Charges
of $8.6 million of other restructuring costs inchatllease terminations in exited facilities.

The Company made cash payments of $126.4 milli6&,%million and $112.7 million for restructuringtvities during the years end
December 31, 2009, 2008 and 2007, respectively.2%2#lion of the $126.4 million paid in 2009 redat to the terminated customer contract
discussed previously. In addition, during 2009, @wenpany transferred $43.7 million to restrictedhcwithin other noncurrent assets on the
Consolidated Balance Sheets related to this tetednzustomer contract. The $43.7 million, subjeatttanges in foreign exchange rates, will
be paid to the customer in January 2011. Additigndlring January 2010, the Company paid $57.%anirelated to this terminated
customer contract. These outlays were all fundétyusash generated from operations and cash on hand
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In 2010, the Company expects to realize furthet sagings associated with the restructuring actiaken in 2009 and 2008, primarily
through reduced employee and facility costs. Them@any expects to identify further cost reductiopanunities within both current and
newly acquired businesses and possibly take additactions in 2010, which may result in signifitadditional restructuring charges. If
these restructuring actions occur, they will bedieoh by cash generated from operations and cashrahdr, if necessary, the Company will
fund these costs by utilizing its credit facilities

LIQUIDITY AND CAPITAL RESOURCES
The following describes the Company’s cash flowslie years ended December 31, 2009, 2008 and 2007.

Cash Flows From Operating Activities
2009 compared to 2008

Net cash provided by operating activities of comitig operations was $1,425.8 million for the yemded December 31, 2009, compe
to $1,018.8 million for the year ended December2BD8. Operating cash inflows are largely attriblédo sales of the Company’s products
and services. Operating cash outflows are largéipatable to recurring expenditures for raw miier labor, rent, interest, taxes and other
activities. The increase in operating cash floves the extending of payment terms on accountalpe, the receipt of income tax refund
$164.1 million, reductions in inventories and agusueceivable resulting from volume declines affiocas on improved working capital
management, lower incentive compensation paymer8@9 as compared to 2008 and lower income tasnpais due to decreased taxable
income, partially offset by lower operating earrsrdyiven by significant volume declines.

2008 compared to 2007

Net cash provided by operating activities of coumtig operations was $1,018.8 million for the yeadedd December 31, 2008, compe
to $1,181.7 million for the year ended December2BD7. The decrease in operating cash flow fronv2@€@lected higher interest payments
from the issuance of approximately $1.25 billiordebt in January 2007 to fund a portion of the &itjons of Banta and Perry Judd’s, a
larger decrease in accounts payable due to thadiofivendor payments, partially offset by a desegia accounts receivable and lower cash
payments for income taxes. The reduction in ineentbompensation expense that increased net eamihi@gmpact net cash provided by
continuing operations in 2009 as compared to 2888nost annual incentive compensation is paiddrfitst quarter of the following year.

Cash Flows From Investing Activities
2009 compared to 2008

Net cash used in investing activities of continuopgrations for the year ended December 31, 20@9260.9 million compared to
$351.2 million for the year ended December 31, 2088 cash used for acquisition of businesses @09 included $26.6 million for the
acquisition of PROSA and Prospectus. For the yede@ December 31, 2008, net cash used for acguisitncluded $132.6 million for the
acquisition of Pro Line and another smaller acgjoisj offset by proceeds of $10.5 million from phiase price adjustments related to prev
acquisitions. The Company received proceeds frams#he of investments and other assets of $2.®miluring 2009 compared to $53.2
million during 2008, which included $27.3 milliorfi oet proceeds from the sale of certain investrsentrities related to the planned
liguidation of a captive insurance subsidiary. @apxpenditures were $195.0 million, a decreas¥l@7.9 million compared to 2008,
reflecting lower spending on capacity growth dugh significant reduction in production volumesuking from the global economic
slowdown. The Company continues to fund capitakexiitures primarily through cash provided by operest The Company expects that
capital expenditures for 2010 will be approximat®®00 million. Finally, the Company transferred #8hillion to restricted cash within
other noncurrent assets on the Consolidated
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Balance Sheets related to a customer contractration payment in 2009 and received transfers 6f@#illion of restricted cash in 2008
primarily due to the release of excess funding feotrust associated with the Company’s acquisitioBanta.

2008 compared to 2007

Net cash used in investing activities of continuampgrations for the year ended December 31, 20@8b3a1.2 million compared to
$2,510.9 million for the year ended December 3D720et cash used for acquisition of businessésaryear ended December 31, 2008
included $132.6 million for the acquisitions of Rrime and another smaller acquisition, offset bygeeds of $10.5 million from purchase
price adjustments related to previous acquisitiéios.the year ended December 31, 2007, net cashfoisacquisitions included $2,052.4
million for the acquisitions of Banta, Perry Judd/®n Hoffmann and Cardinal Brands. The Compangiked proceeds from the sale of
investments and other assets of $53.2 million 82hich included $27.3 million of net proceedsnfrthe sale of certain investment
securities related to the liquidation of a captiveurance subsidiary. The Company received trasisfie$40.6 million of restricted cash in
2008, of which $31.7 million related to the releatexcess funding from a trust associated withGbenpany’s acquisition of Banta and $8.9
million was reimbursements from the same truspfyroll tax payments made by the Company. Capiga¢editures were $322.9 million, a
decrease of $159.1 million compared to the yeaeérdkcember 31, 2007, reflecting lower spending @ capacity growth due to the
impact of acquisitions completed in 2007 and logmending internationally in the Europe, Asia andibess process outsourcing platforms.
The Company continued to fund capital expenditprasarily through cash provided by operations.

Cash Flows From Financing Activities
2009 compared to 2008

Net cash used in financing activities of continuopgerations for the year ended December 31, 208%4#28.0 million compared to
$678.9 million in 2008. During 2009, the Compangeiged proceeds from the issuance of $750.0 mithdlong-term senior notes and repaid
$400.0 million in senior notes that matured ApriPD09. In addition, the Company repurchased $48#llibn and $174.2 million of senior
notes maturing January 15, 2012 and May 15, 2@Hperctively. Net repayments under the Company@lving credit facility (the
“Facility”) were $200.0 million for each of the ysaended December 31, 2009 and 2008. The net clraogeer short-term debt was a cash
outflow of $305.6 million during 2009 primarily die the pay down of commercial paper. The net ceangther shorterm debt for the ye:
ended December 31, 2008 was a cash inflow of $@l®mdue to borrowings under international crefditilities, partially offset by the
repayment of commercial paper. Additionally, $27&i8lion was utilized during the year ended Decentf 2008 to acquire 10.0 million
shares of common stock under the Company’s shpteaiease program.

2008 compared to 2007

Net cash used in financing activities of continuoemgrations for the year ended December 31, 20@88b#@8.9 million compared to net
cash provided by financing activities of $1,471.llion in 2007. During the year ended DecemberZ1]7, the Company received proceeds
of $1,244.2 million from an issuance of long-terebtlin order to fund a portion of the acquisiti@fiB8anta and Perry Judd’s. In 2008,
$1,275.0 million was borrowed under the Facilithile $1,475.0 million was used to pay down borraygiunder the Facility. The net change
in short-term debt was a cash inflow of $6.8 miillia the year ended December 31, 2008 due to bargswnder international credit
facilities, partially offset by the repayment ofnemercial paper. The net change in other sterty debt for the year ended December 31, .
was a cash inflow of $282.1 million due to borrogsrunder the Facility and the issuance of commigpeiger related to Banta, Perry Judd’s
and Von Hoffmann acquisitions. Additionally, $278n8lion was utilized during the year ended Decenie 2008 to acquire 10.0 million
shares of common stock under the Company’s shpuealease program, compared to $309.5 million taimecapproximately 7.7 million
shares of common stock in 2007. In the year endszEber 31, 2007, the Company received proceebB0&. 1 million for the exercise of
stock options, including excess tax benefits o6$8illion.
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Other

The Company'’s cash balances are held in numerecasidos throughout the world, including substardiaounts held outside of the
United States. Most of the amounts held outsidh@United States could be repatriated to the drifates but, under current law, would be
subject to additional United States federal incaaxes and in some cases to local country taxesatRafion of some foreign balances is
restricted by local laws. The Company has no plamepatriate funds in the near future.

Included in cash and cash equivalents of $499.Romiat December 31, 2009 were short-term investmgnthe amount of $113.3
million, which primarily consist of certificate arsthort-term deposits and money market funds. Tesstments are with institutions with
sound credit ratings and are believed to be hitilyid.

Dividends

Cash dividends paid to shareholders totaled $2bal&n, $219.2 million and $226.8 million in 2002008 and 2007, respectively. The
Company has consistently paid a dividend sinceéapa public company in 1956 and currently haplans to cease or reduce its dividend
payments in 2010. The Company believes it will ourg to generate sufficient cash flows from operaito pay future dividends that may be
approved by the ComparsyBoard of Directors. On January 7, 2010, the Bo&idirectors of the Company declared a quartealyhcdividen:
of $0.26 per common share, payable on March 1, 2@%8areholders of record on January 22, 2010.

Contractual Cash Obligations and Other Commitmentsand Contingencies
The following table quantifies our future contraatobligations as of December 31, 2009:

Payments Due In

Total 2010 2011 2012 2013 2014 Thereafter

(in millions)
Total debt (1] $4,977.c $540.4 $194.C $348.C $184.z $769. $2,941.
Operating lease 625.€ 137.¢ 108.¢ 84.t 66.5 53.1 175.2
Other (2) 401.] 246.( 116.5 26.C 7.C 5.5 0.3
Total as of December 31, 20 $6,004.. $923.¢ $419.1 $458.f $257.7 $828.1 $3,116.¢

(1) Total debt includes $1,644.4 million of schedulettiest payments, of which the Company expectaydb200.5 million in 201

(2) Other represents contractual obligations fdsourced services ($215.3 million), contract temtion payments ($99.0 million),
purchases of property, plant and equipment ($491®n), restructuring-related severance paymefig(4 million) and purchases of
natural gas ($12.3 million). The Company has inetl@4.6 million of uncertain tax liabilities thakeclassified as current liabilities on
the Consolidated Balance Sheets. Excluded frontethie are $171.8 million of uncertain tax liab@#i as the Company is unable to
reasonably estimate the ultimate amount or timingettlement

The Company expects to make cash contributionpmioximately $21.8 million to its pension plans amproximately $10.5 million to
its postretirement benefit plans in 2010, whichravereflected above.

As of December 31, 2009, the Company is authonzetkr the terms of its share repurchase prograepiarchase 10.0 million shares.
Such purchases may be made from time to time awduiinued at any time.
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LIQUIDITY

The Company believes it has sufficient liquiditystgpport its ongoing operations and to invest tarigrowth to create value for its
shareholders. Operating cash flows are the Compamirhary source of liquidity and are expectedeaibed for, among other things, interest
and principal on the Company’s debt obligationgited expenditures as necessary to support prodtycimprovement and growth,
completion of restructuring programs, dividend paws that may be approved by the Board of Directmtditional acquisitions and future
common stock or debt repurchases based upon nwrkditions. As further discussed below, the seeeedit crisis has increased the
Company’s borrowing costs.

Cash and cash equivalents of $499.2 million asexfdinber 31, 2009 included $87.3 million that weeily available in the U.S. and
$411.9 million that were available at internatiolwadations, most of which is subject to U.S. fetlereome taxes and some of which is suk
to local country taxes if repatriated to the UrSadldition, repatriation of some foreign cash isher restricted by local laws. The Company
maintains a cash pooling structure that enablesrakparticipating international locations to drawwthe Company’s overseas cash resources
to meet local liquidity needs. In addition, foreigash balances may be loaned to U.S. operatintiesmin a temporary basis in order to rec
the Company'’s short-term borrowing costs or forothurposes.

The Company has a $2.0 billion committed revoldnedit facility (the “Facility”) that can be usedrfgeneral corporate purposes,
including letters of credit and as a backstop fier Company’s commercial paper program. The Faddigubject to a number of restrictive
covenants that, in part, limit the ability of ther@pany to create liens on assets, engage in meagdrsonsolidations, or dispose of assets.
The financial covenants require a minimum intecesterage ratio and a maximum leverage ratio. Basetie Company’s results of
operations for the twelve months ended Decembe2@19 and existing term debt structure, as showthdrtable below, the Company could
utilize approximately $1.4 billion of the $2.0 lilh Facility and not be in violation of those firdal covenants. A further reduction in
earnings year over year in 2010 would likely furttecrease the amount available under the Fadiibyvever, the Company does not expect
the reduction in availability on the Facility to jiract its ability to meet its liquidity requirements addition, borrowings under the Facility are
subject to certain conditions, all of which weretmeDecember 31, 2009. The Company pays an acouahitment fee of 0.10%, and
LIBOR plus a spread on borrowings under the Fgcilihe Facility has a maturity date of January®L2 As of December 31, 2009, there
were no borrowings outstanding under the Facilitye Company also has $138.7 million in credit fae# outside of the U.S., most of which
are uncommitted. As of December 31, 2009, the Coampad $44.1 million in outstanding letters of dtedf which $35.9 million reduced
availability under the Facility and $1.9 millioncheced availability under uncommitted facilities side of the U.S. As of December 31, 2009,
there were no borrowings outstanding under the Gmy|gs commercial paper program. The failure ofnaficial institution supporting the
Facility would reduce the size of our committedilfgcunless a replacement institution were addedrrently, the Facility is supported by 17
U.S. and international financial institutions. Therent availability on the Facility is shown iretfollowing table:

December 31, 200

(in millions)

Availability
Committed credit facility $ 2,000.(
Availability reduction from covenan 562.¢

1,437.:
Usage
Borrowings —
Letters of credit outstandir 35.€

35.¢

Current availability at December 31, 2C $ 1,401.:
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The Company was in compliance with its debt covenaa of December 31, 2009, and is expected toindmaompliance based on
management’s estimates of operating and finanesallts for 2010 and the foreseeable future; howeseof December 31, 2009, as shown in
the table above, the Company may borrow an additi$h.4 billion of the $2.0 billion currently notilized under the Facility, as borrowings
above $1.4 billion would cause the Company to vétzertain debt covenants in the Facility. In additthe Company met all the conditions
required to borrow under the Facility as of Decen8fe 2009 and management expects the Companyntimae to meet the applicable
borrowing conditions.

While the credit markets were volatile during thietfnine months of 2009, conditions have stahilidaring recent months. At times
during the year, volatility in the capital markéisreased costs associated with issuing commerajadr or other debt instruments due to
increased spreads over relevant interest rate beargis, or affected the Company’s ability to acdesscredit markets. Despite these adverse
market conditions, we believe that current cashrxas and cash generated by operations, togettreaedess to external sources of funds
described previously, will be sufficient to meet operating and capital needs in the foreseealledu

On March 13, 2009, Standard & Poor’s Ratings Ses/lowered the Company’s long-term corporate ciautit senior unsecured debt
ratings to BBB from BBB+ and lowered the Comparsti®rt-term credit rating to A-3 from A-2. On Ap8@] 2009, Moodys Investors Servic
downgraded the Company'’s senior unsecured dehpsato Baa3 from Baa2 while also downgrading then@any’s short-term credit rating
to P-3 from P-2. The interest margin and the annoaimitment fee under the Facility increased by8idpoints and 2 basis points,
respectively, following the downgrade. The downgstimited the Company’s capacity in the commengéger market, but they did not
affect our ability to borrow amounts under the kaci

On January 14, 2009, the Company issued $400 mitifd 1.25% senior notes due February 1, 2019.Gdmapany used the net
proceeds to pay down commercial paper and borraimgler the Facility. If the Company experiencdswangrade in its credit ratings bel
investment grade, these senior notes are subject itacrease from the 11.25% interest rate. Thendoades of the Company’s debt ratings
described above did not result in an increaseerirtterest rate for these senior notes. The Compampwed $400.0 million in March 2009
under the Facility to repay the April 1, 2009 matuof $400 million in senior notes. During the sed quarter 2009, the Company repaid the
$400 million of Facility borrowings.

On August 26, 2009, the Company issued $350 mithio®.60% senior notes due August 15, 2016. The gzow used the net proceeds,
along with borrowings under the Facility and casthand, to repurchase $466.4 million of the 5.62&%ior notes due January 15, 2012 and
$174.2 million of the 4.95% senior notes due May2(BL0.

In the third quarter of 2009, the Company termidaesignificant long-term customer contract inblisiness process outsourcing
reporting unit within the International segmenteT®ompany expects to pay approximately $121.3anillih related restructuring costs, of
which $22.2 million was paid in the third quarté26009, $57.5 million was paid in January 2010 $4d.7 million was transferred to
restricted cash within other noncurrent assethierConsolidated Balance Sheets in December 20Q8fonent in January of 2011. The
January 2011 payment, projected to be $41.6 miiimnf December 31, 2009, is subject to chang&séign exchange rates.

On January 2, 2009, the Company acquired the assBROSA, for a purchase price of approximately 8#llion. The Company
financed this acquisition with cash on hand.

On March 14, 2008, the Company acquired Pro Lioeafpurchase price of approximately $122 millibhe Company financed this
acquisition with cash on hand and through issuaoteemmercial paper.
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For the year ended December 31, 2008, the Companch@sed in the open market 10.0 million sharés@ommon stock at a total ¢
of $278.8 million. All of these repurchases wereded with cash on hand and through issuances ofnesaial paper. As of December 31,
2009, the Company is authorized, under the ternassbfare repurchase program approved by the Bé&lextors, to repurchase up to
10.0 million shares.

Risk Management

The Company is exposed to interest rate risk owmaiteble debt and price risk on its fixed-ratetdéts of December 31, 2009,
approximately 99.5% of the Company'’s outstandimmtdebt was comprised of fixed-rate debt. At Deceni, 2009, the Company’s
exposure to rate fluctuations on variable-intebestowings was limited to $15.7 million, most of ish were borrowings under international
credit facilities.

The Company is exposed to the impact of foreigmenay fluctuations in certain countries in whiclojterates. The exposure to foreign
currency movements is limited in most countriesaose the operating revenues and expenses of ibsiga@ubsidiaries and business units are
substantially in the local currency of the couniryhich they operate. To the extent that borrowjrggales, purchases, revenues, expenses or
other transactions are not in the local currencthefoperating unit, the Company is exposed toetusy risk and may enter into foreign
currency forward contracts to hedge the currersly. s of December 31, 2009, the aggregate notimalunt of outstanding forward
contracts was approximately $437.0 million. Netaatized losses from these foreign currency cordraetre $5.5 million at December 31,
2009. The Company does not use derivative finamesituments for trading or speculative purposes.

OTHER INFORMATION
Environmental, Health and Safety

For a discussion of certain environmental, heattth gsafety issues involving the Company, see Not€dthmitments and
Contingenciesto 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 2009, 2008 and 2007, the Company adoptddwsaccounting standards as described in Not&léd, Accounting
Pronouncement, to the Consolidated Financial Statements.

Pending standards and their estimated effect o&timepany’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

The Company is exposed to interest rate risk owaiteble-rate debt and price risk on its fixederdebt. As of December 31, 2009,
approximately 99.5% of the Company’s outstandimmtdebt was comprised of fixed-rate debt. At Decendi, 2009, the Company’s
exposure to rate fluctuations on variable-intebestowings is limited to $15.7 million.

The Company is exposed to the impact of foreigmenay fluctuations in certain countries in whiclojterates. The exposure to foreign
currency movements is limited in most countriesanse the operating revenues and expenses of ibmsaubsidiaries and business units are
substantially in the local currency of the countryhich they operate. To the extent borrowing&esgurchases, revenues, expenses or othe
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transactions are not in the local currency of therating units, the Company is exposed to curreiskyand may enter into foreign currency
forward contracts to hedge the currency risk. ABetember 31, 2009 and 2008, the aggregate noéwmalint of outstanding forward
contracts was approximately $437.0 million and $29fillion, respectively.

As of December 31, 2009, the three-year cumulatiffation for Venezuela using the blended ConsuRrize Index and National
Consumer Price Index exceeded 100%. As a resuif, #anuary 1, 2010, Venezuela’s economy is consiti® be highly inflationary and the
financial statements of the Compasyenezuelan entity will be remeasured as if tmetional currency were the U.S. Dollar. Consisteitih
historical practices and the Company’s future igtdre financial statements will be remeasured dasethe official rate. On January 8, 2010,
the government of Venezuela changed its primagdfi@xchange rate from 2.15 Bolivars per U.S. Datiat.3 Bolivars per U.S. Dollar,
devaluing the Bolivar by 50%. This devaluation walbult in an estimated pre-tax loss of $11.1 omlland a reduction in income attributable
to noncontrolling interests of $4.7 million. Furtldevaluations of Venezuela’'s Bolivar could inceeti® significance of the remeasurement.

The Company assesses market risk based on chanigésrest rates and foreign currency rates utifjza sensitivity analysis that
measures the potential loss in earnings, fair wadunel cash flows based on a hypothetical 10% changterest and foreign currency rates.
Using this sensitivity analysis, such changes wdalde an effect of $3.1 million on foreign currerggins and losses, but would not have a
material effect on interest income or expense asth lows; and would change the fair values ofdixate debt at December 31, 2009 and
2008 by approximately $101.0 million and $151.9liamil, respectively.

Credit Risk

The Company is exposed to credit risk on accowgisivable balances. This risk is mitigated dudaéoGompany’s large, diverse
customer base, dispersed over various geograpfimn®eand industrial sectors. No single customermised more than 10% of the
Company’s consolidated net sales in 2009, 200867 2The Company maintains provisions for potemtiatlit losses and any such losses to
date have normally been within the Company’s exgignis. However, as a result of the unprecedemesditccrisis and economic downturn in
2008 and 2009, more of the Company’s customersrixged liquidity issues during the year, while kaptcy filings also increased. As a
result of these conditions, the Company’s bad dgpense increased by $40.9 million in 2008 comptrétd07; however, bad debt expense
decreased $32.4 million in 2009 compared to 208&canomic conditions began to stabilize. The Compaaluates the solvency of its
customers on an ongoing basis to determine if madit allowances for doubtful accounts need todo®rded, and additional economic
disruptions or a further slowdown in the economyldaesult in significant additional charges.

Commodities

The primary raw materials used by the Company apepand ink. To reduce price risk caused by mdiketuations, the Company has
incorporated price adjustment clauses in certdessantracts. Management believes a hypothet@®d ¢hange in the price of paper and
other raw materials would not have a significaféetfon the Company’s consolidated annual restiltperations 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 t@ined in Item 15 of Part IV.

ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

None.
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ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

As required by Rule 13a-15(b) and Rule 15d-15(dhefSecurities Exchange Act of 1934, the Compamgsagement, including the
Chief Executive Officer and Chief Financial Officé& responsible for establishing and maintainifigative disclosure controls and
procedures, as defined under Rules 13a-15(e) ashd 3¢) of the Securities Exchange Act of 1934o0ABecember 31, 2009, an evaluation
was performed under the supervision and with thiégigation of management, including the Chief Ext@ce Officer and Chief Financial
Officer, of the effectiveness of the design andrapen of the Company’s disclosure controls andcpdures. Based on that evaluation, the
Chief Executive Officer and Chief Financial Offiamncluded that disclosure controls and procedasesf December 31, 2009 were effective
in ensuring information required to be disclosethis Annual Report on Form 10-K was recorded, pssed, summarized, and reported
within the time periods specified in the SEC’s sudand forms, and that such information was accur@diland communicated to our
management, including our Chief Executive Officed £hief Financial Officer, as appropriate, to aifomely decisions regarding required
disclosure.

Changes in Internal Control Over Financial Reporting

There have not been any changes in the Compartgisal 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, 20fthts materially affected, or are
reasonably likely to materially affect, the Comparipternal 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:5(f) under the Securiti
Exchange Act of 1934).

Management of the Company, including the Compa@yiief Executive Officer and Chief Financial Officassessed the effectiveness
of the Company’s internal control over financigboeting as of December 31, 2009. Management béseds$sessment on criteria for
effective internal control over financial reportidgscribed in “Internal Control—Integrated Framektiassued by the Committee of
Sponsoring Organizations of the Treadway Commission

Based on this assessment, management determiriedgttd December 31, 2009, the Company maintagffedtive internal control
over financial reporting.

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

February 24, 2010
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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 andsgdiiries (the “Company’as of
December 31, 2009, based on criteria establishédémal Control—Integrated Framewoiksued by the Committee of Sponsoring
Organizations of the Treadway Commission. The Camijsamanagement is responsible for maintainingotiffe internal control over
financial reporting and for its assessment of fifrecéiveness of internal control over financial oging, included in the accompanying Report
of Management on Internal Control Over Financigh®&ng. Our responsibility is to express an opingm the Company’s internal control
over financial reporting based on our audit.

We conducted our audit in accordance with the stadwdof the Public Company Accounting Oversightri8q@nited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whetheatigianternal 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 operatifegéfeness 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 repogiis a process designed by, or under the supenvigi the company’s principal
executive and principal financial officers, or pmrs performing similar functions, and effected iy tompany’s board of directors,
management, and other personnel to provide realasturance regarding the reliability of financ&dorting and the preparation of
financial statements for external purposes in atmare with generally accepted accounting princigdesompany’s internal control over
financial reporting includes those policies andcgdures that (1) pertain to the maintenance ofrdscihat, in reasonable detail, accurately
and fairly reflect the transactions and disposgiofithe assets of the company; (2) provide redsersssurance that transactions are recordec
as necessary to permit preparation of financiakstants in accordance with generally accepted atcmuprinciples, and that receipts and
expenditures of the company are being made ordg@ordance with authorizations of management anedtdirs of the company; and
(3) provide reasonable assurance regarding preveatitimely detection of unauthorized acquisitiose, or disposition of the company’s
assets that could have a material effect on tteméial statements.

Because of the inherent limitations of internaltcohover financial reporting, including the possti of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventatbtacted on a timely basis. Also,
projections of any evaluation of the effectivenekthe 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 wWithpolicies or procedures may
deteriorate.

In our opinion, the Company maintained, in all maleespects, effective internal control over figal reporting as of December 31,
2009, based on the criteria establishebhtarnal Control—Integrated Frameworksued 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 foytsr ended December 31, 2009 of the Company angkpart dated February 24, 2010
expressed an unqualified opinion on those finarste@tkements.

/s/ DELOITTE & TOUCHE LLF
Chicago, lllinois
February 24, 2010
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ITEM 9B. OTHER INFORMATION
None.

51



Table of Contents

PART IlI

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

Information regarding directors and executive @ffscof the Company is incorporated herein by refegdo 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 Annuadiing of Shareholders scheduled to be held Mag@D) (the “2010 Proxy
Statement”). See also the information with respeciur executive officers at the end of Part Ifo$ Report under the caption “Executive
Officers of R.R. Donnelley & Sons Company.”

The Company has adopted a policy statement en@ibetb of Ethicshat applies to our chief executive officer and semior financial
officers. In the event that an amendment to, oaever from, a provision of th€ode of Ethicés made or granted, the Company intends to
post such information on its web siteyw.rrdonnelley.comA copy of ourCode of Ethichas been filed as Exhibit 14 to our Report on Form
10-K for the fiscal year ended December 31, 2003.

ITEM 11. EXECUTIVE COMPENSATION

Information regarding executive and director congagion is incorporated by reference to the matendker the captions
“Compensation Discussion and Analysis,” “Human Reses Committee Report,” “Executive CompensatiéRgtential Payments Upon
Termination or Change in Control,” and “Directorr@pensation” of the 2010 Proxy Statement.

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

Information regarding security ownership of certb@neficial owners and management is incorporageeli by reference to the
material under the heading “Stock Ownership” of 2680 Proxy Statement.

Equity Compensation Plan Information

Information as of December 31, 2009 concerning aamsption plans under which RR Donnelley’s equitusiéies are authorized for
issuance is 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(1) Warrants and Rights Rights(4) Reflected in Column (a))
(in thousands) (in thousands)
. . @) (b) ©
Equity compensation plans approve
by security holders(Z 8,732.(2) $ 7.5¢ 5,851.45)
Equity compensation plans not
approved by security holders( 932.¢ 17.72 —
Total 9,665.¢ $ 8.57 5,851.!

(1) Upon the acquisition of Moore Wallace on Febyu27, 2004, stock options and units outstandindeuarcertain Moore Wallace plans
were exchanged for or converted into stock optaomg units with respect-
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common stock of the Company. As of December 3192082,200 shares were issuable upon the exerc&eak options with a
weighted average exercise price per share of $1mh8&kmation regarding these awards is not inctliohethe table

(2) Includes 5,408,628 shares issuable upon thingesf restricted stock units. The performanceaqukfor the performance share units
previously issued under the Company’s 2004 Perfoomadncentive Plan ended December 31, 2009 anehithienum performance
targets for these awards were not reached. Theraforshares were awarded pursuant to these mdiitdhe units expired per the terms
of the awards

(3) Represents the 2000 Broad-Based Incentive &lidrthe Moore Wallace 2003 Long-Term Incentive Pladludes 266,625 shares
issuable upon the vesting of restricted stock usfised under the Moore Wallace 2003 L-Term Incentive Plar

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

(5) All of these shares are available for issuamader the 2004 Performance Incentive Plan. The Badtbrmance Incentive Plan allows
grants in the form of cash or bonus awards, st@tions, stock appreciation rights, restricted st@tkick units or combinations thereof.
The maximum number of shares of common stock tlegt 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, excludimgsuch awards made pursuant to an
employment agreement with a ne-hired Chief Executive Officer of the Company, ofielh3,848,895 remain available for issuar

Moore Wallace 2003 Lor-Term Incentive Plan

Upon acquiring Moore Wallace, the Company assumedvtoore Wallace 2003 Long-Term Incentive Plan @00IP). The
shareholders of Moore Wallace previously had apgaddie 2003 LTIP. Under the 2003 LTIP, all emplayeEMoore Wallace and its
subsidiaries who demonstrated significant managepmential or who had the capacity for contribgtin a substantial measure to the
successful performance of Moore Wallace were dhgib participate in the plan. Awards under the20UIP consisted of restricted stock or
restricted stock units, and also pursuant to tha, one-time grant of 85,000 options to purclcasemon shares of Moore Wallace was
issued to a particular employee. The 2003 LTIRImmiaistered by the Board of Directors of the Compatich may delegate any or all of its
responsibilities to the human resources committeébeoBoard of Directors. In April 2008, the 2003IP was frozen and no new awards may
be made under the plan.

There were 6,300,000 shares of common stock o€tmpany reserved and authorized for issuance uhd&003 LTIP (as adjusted to
reflect the conversion ratio used in the acquisittb Moore Wallace). As of December 31, 2009, theeee 266,625 restricted stock units
outstanding under the 2003 LTIP. The restrictedkstmits generally vest equally over a period afrfgears and are forfeited upon
termination of employment prior to vesting (subjecsome cases to early vesting upon specifiedteyartiuding death or permanent
disability of the grantee, termination of the gesis employment under certain circumstances oharfge in control”).

2000 Broad-Based Stock Incentive Plan

In 2000, the Board of Directors approved the adwptif the 2000 Broad-Based Stock Incentive PlaO@ZBroad-Based Plan) to
provide incentives to key employees of the Compamy its subsidiaries. Awards under the 2000 BroaskeB Plan were generally not
restricted to any specific form or structure andldanclude, without limitation, stock options, skounits, restricted stock awards, cash or
stock bonuses and stock appreciation rights. TR@ Bdoad-Based Plan is administered by the humsourees committee of the Board of
Directors, which may delegate its responsibiliteshe chief executive officer or another execub¥ficer. The 2000 Broad-Based Plan was
terminated in February 2004 and no new awards reaypdde under the plan.

Originally, 2,000,000 shares of RR Donnelley commtutk were reserved and authorized for issuanderuhe 2000 Broad-Based
Plan. An additional 3,000,000 shares (for an aggeegf 5,000,000 shares) were
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subsequently reserved and authorized for issuamberdhe 2000 Broad-Based Plan. As of Decembe2@®19, options to purchase 666,130
shares of common stock were outstanding under@f6 BroadBased Plan. These options have a purchase pricé e fair market valt
of a share of common stock at the time of the gralhbf the outstanding options generally vest oageriod of three years, are not
exercisable unless vested (subject in some casssliovesting and exercisability upon specifiedrés, including the death or permanent
disability of the optionee, termination of the @piee’s employment under specified circumstances‘ohange in control”) and generally
expire 10 years after the date of grant. No awatlsr than options were made under the 2000 Braesd Plan.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

Information regarding certain relationships anated transactions and director independence ispocated herein by reference to the
material under the heading “Certain Transactiofihe Board’s Committees and Their Functions” andibrate Governance—
Independence of Directors” of the 2010 Proxy Stateim

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information regarding principal accounting fees apdvices is incorporated herein by referencedarhterial under the heading “The
Company’s Independent Registered Public Accourfing” of the 2010 Proxy Statement.
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PART IV

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

The financial statements listed in the accompanifidgx (page F-1) to the financial statements ided &s part of this Annual
Report on Form 10-K.

(b) Exhibits

The exhibits listed on the accompanying index (gagd through E-3) are filed as part of this Anriraport on Form 10-K.
(c) Financial Statement Schedules omii

Certain schedules have been omitted because thizgeédnformation is included in the consolidat@thhcial statements and notes
thereto or because they are not applicable orauptired.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d)f the Securities Exchange Act of 1934, the regiant has duly caused this
report to be signed on its behalf by the undersigrik thereunto duly authorized, on the 24th day of Heruary 2010.

R.R. DONNELLEY & S oNSC OMPANY

By: /sl MiLEsW. M cH uGH

Miles W. McHugh
Executive Vice President and Chief Financial Office
(Principal Financial Officer)

Pursuant to the requirements of the Securities Examnge Act of 1934, this report has been signed beldw the following persons
on behalf of the registrant and in the capacitiesndicated, on the 24th day of February 2010.

Signature and Title Signature and Title
/s/  THoMASJ. QUINLAN , llI /s/  JoHN C. PoOPE*
Thomas J. Quinlan, Il John C. Pope
President and Chief Executive Officer, Director Director

(Principal Executive Officer)

/s MiLESW. M cH uGH /s/  MICHAEL T. RIORDAN *
Miles W. McHugh Michael T. Riordan
Executive Vice President and Chief Financial Office (Principal Financial Director
Officer)
/s/  ANDREw B. C OXHEAD /sl SusAaNM. | VEY *
Andrew B. Coxhead Susan M. lvey
Senior Vice President and Controller Director

(Principal Accounting Officer)

/sl  OLIVER R. SOCKWELL *

E. V. Goings Oliver R. Sockwell
Director Director
/s/  JubITH H. H AMILTON * /s/ LeeA. C HADEN *
Judith H. Hamilton Lee A. Chaden
Director Director
/s/  THOMAS S. JOHNSON* /s| STEPHENM. W OLF*
Thomas S. Johnson Stephen M. Wolf
Director Chairman of the Board, Director
By: /sl SuzanNE S. BETTMAN

Suzanne S. Bettman
As Attorney-in-Fact

* By Suzanne S. Bettman as Attorney-in-Fact purst@miPowers of Attorney executed by the directmtet above, which Powers of
Attorney have been filed with the Securities andlange Commissia
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R.R. DONNELLEY & SONS COMPANY AND SUBSIDIARIES (“RR DONNELLEY?”)

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

Year Ended December 31,

2009 2008 2007
Net sales $9,857.« $11,581.( $11,587..
Cost of sales (exclusive of depreciation and armatitn shown below 7,462.¢ 8,576.: 8,532.¢
Selling, general and administrative expenses (skawof depreciation and amortization show
below) 1,088.t 1,220.! 1,302.:

Restructuring and impairment char—net (Note 3! 382.% 1,184.° 839.(
Depreciation and amortizatic 579.( 640.¢ 598.:
Total operating expens 9,513.! 11,622.. 11,272.1
Income (loss) from continuing operations 344.: (40.5) 315.]
Interest expen—net (Note 13 234.¢ 226.¢ 227.C
Investment and other income (exper—net (16.€) (2.9 3.€
Earnings (loss) from continuing operations befomme taxe 93.1 (269.9) 91.£
Income tax expense (benefit) (Note ! 114.F (83.9) 136.5
Net loss from continuing operations (21.9) (185.9) (45.7)
Income (loss) from discontinued operations, netg — 1.8 (0.5)
Net loss (21.9 (183.€) (45.¢)
Less: Income attributable to noncontrolling intés (5.9 (6.9 (3.9
Net loss attributable to RR Donnelley common sharediders $ (279 $ (189.9 $ (489
Net loss per share attributable to RR Donnelley comon shareholders (Note 16):
Basic:

Net loss from continuing operatio $ (0.13 $ (0.9 $ (0.2

Income from discontinued operations, net of — 0.01 —

Net loss attributable to RR Donnelley common shaldgrs $ (0.19 $ (0.90 $ (0.29)
Diluted:

Net loss from continuing operatio $ (0.19 $ (0.9)) $ (0.22)

Income from discontinued operations, net of — 0.01 —

Net loss attributable to RR Donnelley common shaldgrs $ (0.19 $ (0.90 $ (0.29)
Weighted average number of common shares outsigiNivte 16):

Basic 205.2 210.2 218.(

Diluted 205.2 210. 218.(
Amounts attributable to RR Donnelley common shaladrs:

Net loss from continuing operatio $ (27.9 $ (1919 $ (489

Income from discontinued operations, net of — 1.8 (0.5
Net loss attributable to RR Donnelley common shaldgrs $ (27.9 $ (189.9 $ (48.9

See accompanying Notes to Consolidated Financa®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
Restricted cash equivaler
Receivables, less allowances for doubtful accooh$70.3 in 2009 (2008—$80.5)
(Note 5)
Income taxes receivable (Note :
Inventories (Note 6
Prepaid expenses and other current a:
Deferred income taxes (Note 1
Total current asse

Property, plant and equipm—net (Note 7’
Goodwill (Note 4)

Other intangible asse—net (Note 4!

Other noncurrent asse

Total asset

LIABILITIES

Accounts payabl

Accrued liabilities (Note 9

Shor-term debt and current portion of lc-term debt (Note 13
Total current liabilities

Long-term debt (Note 12
Pension liability (Note 11
Postretirement benefits (Note 1
Deferred income taxes (Note 1
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 2009 and 2
Additional paic-in-capital
Retained earning
Accumulated other comprehensive |
Treasury stock, at cost, 37.3 shares in 2009 (—37.2 shares
Total RR Donnelley sharehold’ equity
Noncontrolling interest
Total equity
Total liabilities and equit

DONNELLEY™)

December 31,

2009 2008
$ 499.: $ 324
— 7.8
1,675.¢ 1,903.:
63.2 189.4
561.¢ 695.7
87.C 104.¢€
73. 56.2
2,960.¢ 3,281.(
2,271.c 2,564.(
2,333. 2,425
7474 831.]
434.¢ 392.:
$8,747.¢ $9,494.
$ 886. $ 767.€
813.¢ 795.7
339.¢ 923.F
2,039 2,486.¢
2,982 3,203
509.¢ 491
324 291.¢
205.F 260.¢
524.€ 418.(
6,586.¢ 7,152.:
303.7 303.7
2,906.: 2,885.
662.¢ 903.¢
(545.0) (580.7)
(1,193.9) (1,194.()
2,134.( 2,318.
27.C 23.
2,161.( 2,341
$8,747.¢ $9,494.

See accompanying Notes to Consolidated Financidt®ents.
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R.R. DONNELLEY & SONS COMPANY AND SUBSIDIARIES (“RR DONNELLEY?”)
CONSOLIDATED STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES

(in millions)

Year Ended December 31,
2009 2008 2007

Net loss $ (219 $ (183.¢) $ (45.9
Adjustments to reconcile net loss to net cash plexviby operating activitie:
(Income) loss from discontinued operatic — (1.8 0.t
Impairment charge 154.( 1,130.( 778.¢
Depreciation and amortizatic 579.( 640.¢ 598.:
Provision for doubtful accounts receiva 19.7 52.1 11.2
Shar-based compensatic 24.C 21.¢ 27.¢
Deferred taxe (54.7) (203.%) (89.2)
Reversal of tax reserwvi (2.6) (28.2) (9.9
Loss (gain) on sale of investments and other e—net 3.2 (11.9) 2.8
Loss on debt extinguishme 10.z — —
Other 41.¢ 32.1 25.2
Changes in operating assets and liabilities ofinairtg operatior—net of acquisitions
Accounts receivab—net 244 ( 164.5 (93.9
Inventories 145k (6.€) (10.7
Prepaid expenses and other current a: 31.4 (17.7) (2.2)
Accounts payabl 94.¢ (168.0 1.3
Income taxes payable and receive 114.€ (213.9) (37.9)
Accrued liabilities and othe 41.F (288.0) 25.¢
Net cash provided by operating activities of comitig operation: 1,425.¢ 1,018.¢ 1,181.°
Net cash used in operating activities of discorgthoperation — (0.8 (0.7)
Net cash provided by operating activit 1,425.¢ 1,018.( 1,181.(
INVESTING ACTIVITIES
Capital expenditure (195.0 (322.9) (482.0)
Acquisitions of businesses, net of cash acqt (26.6) (122.7) (2,052.9
Proceeds from return of capital and sale of investisiand other ass¢ 2.2 53.2 8.2
Purchases of other investme (4.0 — —
Transfers (to)/from restricted ca (37.5) 40.€ 15.2
Net cash used in investing activiti (260.9 (351.9) (2,510.9
FINANCING ACTIVITIES
Proceeds from issuance of l-term debi 750.( — 1,244
Net change in shc-term debr (305.6) 6.€ 282.1
Payments of current maturities and |-term debi (1,051.9 (10.0 (5.9
Payments of credit facility borrowing (845.0) (1,475.() —
Proceeds from credit facility borrowin 645.( 1,275.( 400.(
Proceeds from termination of cr-currency swap — 22.% —
Debt issuance cos (6.0 — (13.7
Issuance of common sto iLE 1L.¢ 105.1
Acquisition of common stoc — (278.9 (309.5
Dividends paic (213.¢) (219.7) (226.¢)
Distributions to noncontrolling interes (2.9 (2.7) (4.9
Net cash (used in) provided by financing activi (1,028.() (678.9) 1,471.:
Effect of exchange rate on cash and cash equis 38.3 (42.9 26.2
Net (decrease) increase in cash and cash equis 175.2 (55.0 167.€
Cash and cash equivalents at beginning of 324.( 379.( 211.¢

Cash and cash equivalents at end of
Supplemental nor-cash disclosure:

$ 499.C $ 324.( $ 379.

Use of restricted cash to fund obligations assediatith deferred compensation plz $ 0.6 $ 25:¢ $ 36t

See accompanying Notes to Consolidated Financi¢®ents.

F-4



Table of Contents

R.R. DONNELLEY & SONS COMPANY AND SUBSIDIARIES (“RR DONNELLEY?”)
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Balance at January 1, 2007

Net earnings (loss

Translation adjustmen

Pension and other benefit liability adjustme

Unrealized gain on investme

Change in fair value of derivatives and hedge
reclassification:

Comprehensive incon

Cumulative effect of change in accounting
principle (“FIN 48")

SFAS 158 transition adjustme

Acquisition of common stoc

Shar-based compensatic

Withholdings for shar-based awards and ot

Cash dividends pai

Contributions by noncontrolling interes

Distributions to noncontrolling interes

Other

Balance at December 31, 2007

Net earnings (los¢

Translation adjustmen

Pension and other benefit liability adjustme

Changes in investment securit

Change in fair value of derivatives and hedge
reclassification:

Comprehensive income (los

Acquisition of common stoc

Sharr-based compensatio

Withholdings for shar-based awards and oth

Cash dividends pai

Distributions to noncontrolling interes

Other

Balance at December 31, 2008

Net earnings (loss

Translation adjustmen

Pension and other benefit liability adjustme

Change in fair value of derivatives and hedge
reclassification:

Comprehensive incomr

Shar-based compensatio

Withholdings for shar-based awards and oth

Cash dividends pai

Distributions to noncontrolling interes

Balance at December 31, 2009

(in millions)
Accumulated Total RR Noncon-

Common Stock  Additional Treasury Stock Other Donnelley’s

Retained  Comprehensive  Shareholders’
Paid-in- trolling Total
Shares Amount _ Capital Shares  Amount Earnings Income (Loss) Equity Interests Equity
243.C $ 303.7 $ 2,871 (242 $ (7279 $1615( $ 621 $ 4,124 $ 195 $4,144.(
(48.9) (48.9) 3.3 (45.€)
129. 129. 0.9 130.¢
85.4 85.4 85.4
0.5 0.£ 0.t
0.2 0.2 0.2
166.¢ 4.2 170.¢
(23.0) (23.C (23.C
(3.4) 63.7 60.2 60.2
(7.7) (309.5) (309.5) (309.5)
(13.9) 6.C 172.¢ 159.: 159.:
(1.2) (44.2) (44.2) (44.2)
(226.9) (226.¢) (226.¢)
— 0.3 0.2
— (4.9 4.9
— 0.1 0.1
243.( 303.7 2,858.¢ (27.1) (909.0) 1,312.¢ 341.2 3,907 19.C 3,926.
(189.9) (189.9) 6.3 (183.¢)
(154.4) (154.2) 0.5 (153.9)
(772.9) (772.9) (772.9)
1.4 .49 .49
6.2 6.2 6.2
(1,111.9 6.8 (1,105.))
(10.0) (278.¢) (278.¢) (278.¢)
27.2 — — 27.2 27.2
0.1 (6.2) (6.9 (6.2
(219.9) (219.%) (219.7)
— (2.1 (2.9
— 0.3 0.9
243.( 303.7 2,885. (37.2) (1,194.0 903.¢ (580.7) 2,318.! 23.4 2,341.¢
(27.9) (27.3) 5.9 (21.9)
99.1 99.1 0.1 99.2
(65.7) (65.7) (65.7)
2.3 2.2 2.2
8.4 6.0 14.4
20.t 0.1 2.8 23.2 23.2
0.2) (2.€) (2.€) (2.€)
(213.¢) (213.¢) (213.¢)
— (2.9 (2.9
243.C $ 303.7 $ 2,906.: (37.9 $(1,193.H) $ 662¢ $ (545.0 $ 2,134 $ 27.C $2,161.(

See accompanying Notes to Consolidated Financi®ents.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions, except per share data and unless otheise indicated)

Note 1. Basis of Presentation and Summary of Sigigant Accounting Policies

Basis of Presentation-The accompanying consolidated financial statemietade the accounts of R.R. Donnelley & Sons Canyp
and its subsidiaries (the “Company” or “RR Donngljeand have been prepared in accordance with ado@iprinciples generally accepted
in the United States of America (“GAAP”). All intemmpany transactions have been eliminated in cwmtamn. The accounts of businesses
acquired during 2009, 2008 and 2007 are includeddrconsolidated financial statements from theslaf acquisition (see Note 2).

Nature of Operations—The Company is a global provider of integrated ramications which works collaboratively with mohah
60,000 customers worldwide to develop custom conications solutions that reduce costs, enhancerretutinvestment and ensure
compliance. Drawing on a range of proprietary amghimercially available digital and conventional teclogies deployed across four
continents, the Company employs a suite of leatfiteynet-based capabilities and other resourcesagide premedia, printing, logistics and
business process outsourcing products and sengideading clients in virtually every private analic sector.

Use of Estimates-The preparation of consolidated financial statetsien conformity with GAAP, requires the extensivge of
management’s estimates and assumptions that #ffectported assets and liabilities and disclostimmntingent assets and liabilities at the
date of the financial statements and the reponteolats of revenue and expenses during the repgrgrigds. Actual results could differ frc
these estimates. Estimates are used when accotmitingms and matters including, but not limited allowance for uncollectible accounts
receivable, inventory obsolescence, asset valumtad useful lives, employee benefits, self-insceaeserves, taxes, restructuring and other
provisions and contingencies.

Foreign Operations—Assets and liabilities denominated in foreign eaaies are translated into U.S. dollars at the &xgh rate
existing at the respective balance sheet dategmeaand expense items are translated at the avex@geduring the respective periods.
Translation adjustments resulting from fluctuatiomexchange rates are recorded as a separate nentpaf other comprehensive income
(loss) within shareholders’ equity while transactgains and losses are recorded in net income) (loss

Fair Value Measurements-Eertain assets and liabilities are required todoended at fair value on a recurring basis, whiteeoassets
and liabilities are recorded at fair value on aneoarring basis, generally as a result of impairneharges. Fair value is determined based on
the exchange price that would be received for aetas paid to transfer a liability (an exit priége)he principal or most advantageous market
for the asset or liability in an orderly transaantimetween market participants. The Company redbelfair value of its forward contracts,
pension plans and other postretirement plans eewning basis. Assets measured at fair valuermmeecurring basis include long-lived
assets held and used, long-lived assets held limrgaodwill and other intangible assets. TheValue of cash and cash equivalents, accounts
receivable, short-term debt and accounts payalgemajmate their carrying values. The three-tieueshierarchy, which prioritizes the inputs
used in the valuation methodologies, is:

Level 1—Valuations based on quoted prices for identicatasand liabilities in active markets.

Level 2—Valuations based on observable inputs other thatedurices included in Level 1, such as quoteckgrfor similar assets
and liabilities in active markets, quoted pricesiftentical or similar assets and liabilities innkets that are not active, or other inputs
that are observable or can be corroborated by whisier market data.

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

Revenue Recognitiea-The Company recognizes revenue for the majoritysgiroducts upon transfer of title and the passddke risk
of loss, which is generally upon shipment to thstamer. Contracts generally
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions, except per share data and unless otineise indicated)—(Continued)

specify F.O.B. shipping point terms. Under agreemeiith certain customers, custom products maytdred by the Company for future
delivery. In these situations, the Company mayivece logistics or warehouse management fee foséingces it provides. In certain of these
cases, delivery and billing schedules are outlingtie customer agreement and product revenuedgnized when manufacturing is
complete, title and risk of loss transfer to thetomer, and there is a reasonable assurance aketciability. Because the majority of produ
are customized, product returns are not signifidamivever, the Company accrues for the estimatezlatrof customer credits at the time of
sale.

Revenue from services is recognized as servicegaafermed. 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 and
EDGAR-related services. Revenue is recognizedhfese services following final delivery of the pdadtproduct or upon completion of the
service performed. Revenues related to the Compgmgmedia operations, which include digital conteanagement, photography, color
services and page production, are recognized iordance with the terms of the contract, typicajypn completion of the performed service
and acceptance by the customer. With respect tGdingpany’s logistics operations, whose operatiankide the delivery of printed material,
the Company recognizes revenue upon completioneofielivery of services. For each of the years @mkcember 31, 2009, 2008 and 2007,
revenue from services was below 10% of the Comgaognsolidated net sales.

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 ciitene subsequently met.

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-pattipping and handling costs, primarily in the Cams logistics operations, and out-of-
pocket expenses are recorded gross. In the Congp@igbal Turnkey Solutions operations, each cohtsagvaluated using various criteria to
determine if revenue for components and other niadgeshould be recognized on a gross or net biasggeneral, these revenues are recogtr
on a gross basis if the Company has control ovecteg vendors and pricing, is the primary obligothe arrangement, bears all credit risk
and bears the risk of loss for inventory in itsgession. Revenue from contracts that do not mesetbriteria is recognized on a net basis.
Many of the Company’s operations process materpaisiarily paper, that may be supplied directlydmgtomers or may be purchased by the
Company and sold to customers. No revenue is réoedjfior customer-supplied paper, but revenue€tonpany-supplied paper are
recognized on a gross basis.

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

Cash and cash equivalents and restricted cash atgrits—The Company considers all highly liquid investnsewith original
maturities of three months or less to be cash edgiiNs. Short-term securities consist of investngeadle instruments of governments,
financial institutions and corporations.

Long-term restricted cash equivalertsAs of December 31, 2009, $41.6 million of reswittash equivalents was held in trust to cover
the January 2011 payment related to the terminati@significant long-term customer contract ia thusiness process outsourcing reporting
unit within the International segment. The longvieestricted cash equivalent is classified withimeo noncurrent assets in the Consolidated
Balance Sheets.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions, except per share data and unless otineise indicated)—(Continued)

Receivables—Receivables are stated net of allowances for douaticounts and primarily include trade receivahhedes receivable
and miscellaneous receivables from suppliers. Nglsicustomer comprised more than 10% of the Cogipaonsolidated net sales in 2009,
2008 or 2007. Specific customer provisions are nveltlen a review of significant outstanding amouatsizing information about customer
creditworthiness and current economic trends, atdithat collection is doubtful. In addition, pgdens are made at differing rates, based
upon the age of the receivable and the Compangtsiiital collection experience. See Note 5 for itkets activity affecting the allowance for
doubtful accounts.

Inventories—Inventories include material, labor and factorgidead and are stated at the lower of cost or marke cost of
approximately 70.4% and 76.5% of the inventorieBetember 31, 2009 and 2008, respectively, has tetenmined using the Last-In, First-
Out (LIFO) method. The decrease in this percentiagye 2008 is primarily related to inventory redwocts in the U.S. This method reflects the
effect of inventory replacement costs within resolt operations; accordingly, charges to cost lefsseeflect recent costs of material, labor
factory overhead. The Company uses an externakimaghod of valuing LIFO inventories. The remainingentories, primarily related to
certain acquired and international operationsyaheed using the First-In, First-Out (FIFO) or sifieddentification methods.

Long-lived Assets-The Company assesses potential impairments tonigslived assets if events or changes in circuntsa 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 recdatleradn impaired asset is written down to
its estimated fair value based upon the most ranémimation available. Estimated fair market valsigenerally measured by discounting
estimated future cash flows. Long-lived assetserotiian goodwill and intangible assets, that ate fug sale are recorded at the lower of the
carrying value or the fair market value less therexted cost to sell.

Property, plant and equipmentProperty, plant and equipment are recorded atanusdepreciated on a straight-line basis over thei
estimated useful lives. Useful lives range fromtd 80 years for buildings and from 3 to 15 yearsnfiachinery and equipment. Maintenance
and repair costs are charged to expense as incilagdr overhauls that extend the useful livesxéting assets are capitalized. When
properties are retired or disposed, the costs eodhaulated depreciation are eliminated and thdtieguprofit or loss is recognized in the
results of operations.

Goodwill—Goodwill is reviewed annually for impairment as@¢tober 31 or more frequently if events or charnigaesrcumstances
indicate that it is more likely than not that tlaér fvalue of a reporting unit is below its carryinglue. In performing this analysis, the
Company compares each reporting wiidlir value, estimated based on comparable comamiet valuations and expected future discot
cash flows to be generated by the reporting umitstcarrying value. If the carrying value exce#dusreporting unis fair value, the Compar
performs an additional fair value measurement daticun to determine the impairment loss, whichhiarged to operations in the period
identified (see Note 3).

Amortization—Certain costs to acquire and develop internaleegseputer software are amortized over their estichateful life using
the straight-line method, up to a maximum of fieags. Amortization expense related to internallyeti@ped software was $18.0 million,
$23.5 million and $27.5 million for the years end®ecember 31, 2009, 2008 and 2007, respectivelfereel debt issue costs are amortized
over the term of the related debt. Identifiablengible assets, except for those intangible aggdtsndefinite lives, are recognized apart fr
goodwill and are amortized over their estimateduldves. Identifiable intangible assets with ifficéte lives are not amortized.

Financial Instruments—The Company uses derivative financial instrumémisedge exposures to interest rate and foreighasge
fluctuations in the ordinary course of business.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions, except per share data and unless otineise indicated)—(Continued)

All derivatives are recorded as other assets @rdthbilities on the balance sheet at their repedair values with unrealized gains ¢
losses recorded in comprehensive income (losshfragiplicable income taxes, or in the resultspdrations, depending on the purpose for
which the derivative is held. Changes in the faiue of derivatives that do not meet the critesiadesignation as a hedge at inception, or fail
to meet the criteria thereafter, are recognizedeatly in results of operations. At inception diedge transaction, the Company formally
documents the hedge relationship and the risk neanagt objective for undertaking the hedge. In @aftithe Company assesses, both at
inception of the hedge and on an ongoing basistheh¢he derivative in the hedging transactionlieen highly effective in offsetting
changes in fair value or cash flows of the hedgemh iand whether the derivative is expected to noetio be highly effective. The impact of
any ineffectiveness is recognized currently in itssof operations.

Share-Based CompensatieaThe Company recognizes share-based compensatemsx based on estimated fair values for all share-
based awards made to employees and directorsgdinglgtock 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.

Pension and Postretirement PlansThe Company records annual income and expenserasmiglating to its pension and
postretirement plans based on calculations whicluite various actuarial assumptions, includingalist rates, mortality, assumed rates of
return, compensation increases, turnover ratedaalthcare cost trend rates. The Company reviengctuarial assumptions on an annual
basis and makes modifications to the assumptiossdoan current rates and trends when it is deepmatpriate to do so. The effect of
modifications on the value of plan obligations asdets is recognized immediately within other cahensive income (loss) and amortized
into operating earnings over future periods. Then@any believes that the assumptions utilized iondiag its obligations under its plans are
reasonable based on its experience, market consliind input from its actuaries and investmentsaasi See Note 11 for further discussion.

Taxes on Income-Deferred taxes are provided on an asset anditiabiethod whereby deferred tax assets are recedriar
deductible temporary differences and operating ¢tasg/forwards and deferred tax liabilities areogtized for taxable temporary differences.
Temporary differences are the differences betwhemdported amounts of assets and liabilities heil tax basis. Deferred tax assets are
reduced by a valuation allowance when, in the opif management, it is more likely than not tleanhs portion or all of the deferred tax
assets will not be realized. The Company recognaean adjustment to income tax expense, changhs valuation allowance for acquired
deferred tax assets after expiration of the measeme period. Deferred tax assets and liabilitiesaatjusted for the effects of changes in tax
laws and rates on the date of enactment. The Copipaagularly audited by foreign and domesticaathorities. These audits occasionally
result in proposed assessments where the ultirmatdution might result in the Company owing addigibtaxes, including in some cases,
penalties and interest. The Company recognizes pdsition in its financial statements when it ismmlikely than not (i.e., a likelihood of
more than fifty percent) that the position woulddustained upon examination by tax authoritiess T&¢ognized tax position is then
measured at the largest amount of benefit thateiatgr than fifty percent likely of being realizepon ultimate settlement. Although
management believes that its estimates are redsotiad final outcome of uncertain tax positionsyrba materially different from that which
is reflected in the Company’s financial statemefte Company adjusts such reserves upon changésumstances that would cause a
change to the estimate of the ultimate liabiligon effective settlement or upon the expiratiothef statute of limitations, in the period in
which such event occurs. See Note 12 for furthseudision.

Comprehensive Income (Loss)IComprehensive income (loss) for the Company ctssisnet earnings (loss), unrecognized actuarial
gains and losses and prior service cost for peraidnpostretirement benefit plans,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions, except per share data and unless otineise indicated)—(Continued)

changes in the fair value of certain derivativafinial instruments and foreign currency translasidjustments and is presented in the
Consolidated Statements of Shareholders’ Equity.

Note 2. Acquisitions
2009 Acquisitions

On June 18, 2009, the Company acquired Prospeetnsdl, LLC (“Prospectus”), an e-delivery compaagdted in Fitzgerald, Georgia.
The purchase price for Prospectus was $3.0 milRsaspectus’s operations are included in the Uit Bnd Related Services segment.

On January 2, 2009, the Company acquired the assBROSA, a web printing company located in SaatjaChile. The purchase price
for PROSA was approximately $23.6 million. PROSAferations are included in the International segmen

The operations of these acquired businesses arpleorantary to the Comparsyéxisting products and services. As a resultatitstion
of these businesses is expected to improve the @oyrgability to serve customers, increase capatitization, and reduce management,
procurement and manufacturing costs.

The PROSA and Prospectus acquisitions were recdigledlocating the cost of the acquisitions to dlssets acquired, including
intangible assets, based on their estimated faiegaat the acquisition date. The excess of theafdke acquisitions over the net amounts
assigned to the fair value of the assets acquisdrecorded as goodwill, none of which is tax détdlec Based on the valuations, the final
purchase price allocations for these 2009 acqoistare as follows:

Accounts receivabl $24
Property, plant and equipme 9.2
Amortizable intangible asse 11.€
Goodwill 6.5
Accounts payable and accrued liabilit (2.5
Deferred taxe—net (0.6)
Net cash pai $26.€

The fair values of property, plant and equipmentdyvill and intangible assets associated with tgpisitions of PROSA and
Prospectus were determined to be Level 3 unddiathealue hierarchy. Property, plant and equipmetities were estimated based on
discussions with machinery and equipment brokexaled quotes, and internal expertise related tetjugpment and current marketplace
conditions. Intangible asset values, including @osr relationships and a non-compete agreemeng, @gtimated based on future cash flows
and customer attrition rates discounted using imated weighted-average cost of capital.

2008 Acquisitions

On March 14, 2008, the Company acquired Pro LimetiBg, Inc. (“Pro Line”), a multi-facility, privatly held producer of newspaper
inserts headquartered in Irving, Texas. The pueipaise for Pro Line was approximately $122.2 roiili net of cash acquired of $1.7 million
and including acquisition costs of $4.3 millionoRrine’s operations are included in the U.S. Paimd Related Services segment.

The operations of Pro Line are complementary taddbmpany’s existing retail insert product line. &sesult, this acquisition is
expected to improve the Company'’s ability to serwstomers, increase capacity utilization, and rednanagement, procurement and
manufacturing costs.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions, except per share data and unless otineise indicated)—(Continued)

The Pro Line and another immaterial printing-comypacoquisition were recorded by allocating the adthe acquisitions to the assets
acquired, including intangible assets and lialeditassumed, based on their estimated fair valemjatsition date. The excess of the cost of
the acquisitions over the net amounts assigneletdair value of the assets acquired and the iissilassumed was recorded as goodwill,
none of which is tax deductible. Based on theseatains, the final purchase price allocations aréolows:

Accounts receivabl $ 17.2
Inventories 7.C
Other current asse 0.7
Property, plant and equipment and other -term asset 101.¢
Amortizable intangible asse 15t
Goodwill 33.C
Accounts payable and accrued liabilit (29.9)
Deferred taxe—net (7.0
Total purchase pri—net of cash acquire 138.t
Less: debt assumed and not reg 5.6
Net cash pai $132.¢

2007 Acquisitions

On January 9, 2007, the Company acquired BantadCatipn (“Banta”), a provider of comprehensive firig and digital imaging
solutions to publishers and direct marketers, iticlg digital content management and e-businesscesrvAdditionally, Banta provided a
wide range of procurement management and otheowisig capabilities to technology companies. Taepase price for Banta was
approximately $1,352.7 million, net of cash acagiiog¢ $72.9 million and including $13.9 million ofquisition costs and the assumption of
$17.6 million of Banta’s debt. Banta’'s operations iacluded in the U.S. Print and Related Servisggnent, with the exception of its Global
Turnkey Solutions operations, which are includethim International segment.

On January 24, 2007, the Company acquired Pernydiitbldings Incorporated (“Perry Judd’s”), a prert of consumer and business-
to-business catalogs, as well as consumer, tradeassociation magazines. The purchase price foy Pedd’s was approximately $181.5
million, net of cash acquired of $0.3 million amatiuding acquisition costs of $2.6 million. Perpdd’s operations are included in the U.S.
Print and Related Services segment.

On May 16, 2007, the Company acquired Von Hoffman,S.-based printer of books and other prodinetsgerve primarily the
education, trade and business-to-business catafiigrs. The purchase price for Von Hoffmann was@pmately $412.5 million, including
acquisition costs of $7.5 million. Von Hoffmann’perations are included in the U.S. Print and Rdl&ervices segment.

On December 27, 2007, the Company acquired CarBirsadds, Inc. (“Cardinal Brands”), a designer, deper and manufacturer of
document-related business, consumer and hobby giodihe purchase price for Cardinal Brands wasceqpately $121.6 million, net of
cash acquired of $2.5 million and including acdiosi costs of $3.9 million. Cardinal Brands’ opévas are included in the U.S. Print and
Related Services segment.

The operations of these acquired businesses waerplementary to the Company'’s existing products serdices. As a result, the
addition of these businesses improved the Compaijlity to serve customers, increased capacitization and reduced management,
procurement and manufacturing costs. These
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions, except per share data and unless otineise indicated)—(Continued)

acquisitions were recorded by allocating the cbsth® assets acquired, including intangible assedkliabilities assumed, based on their
estimated fair values at the acquisition dates.e&Moess of the cost of each acquisition over tham®unts assigned to the fair value of the
assets acquired and the liabilities assumed wasded as goodwill, none of which is tax deductildased on these valuations, the final
purchase price allocations for all of the businessmjuired in 2007 are as follows:

Restricted cash equivaler $ 102t
Accounts receivabl 424.%
Inventories 178.(
Other current asse 11.2
Property, plant and equipment and other -term asset 586.(
Amortizable and nc-amortizable intangible asse 621.1
Goodwill 790.¢
Accounts payable and accrued liabilit (328.5)
Postretirement and pension benefits and othel-term liabilities (50.2)
Deferred taxe—net (266.5)
Total purchase pri—net of cash acquire 2,068.:
Less: debt assumed and not reg 17.€
Net cash pai $2,050."

At December 31, 2007, restricted cash equivalein®®.9 million, of which $6.0 million was clas®fi in other noncurrent assets, were
held in a trust to cover payments, both currentlang-term, due to certain current employees offlRRnelley and retired and former
employees of Banta Corporation. This trust was éahioly Banta in October 2006 after Banta receivedresolicited proposal from a third
party, other than the Company, to acquire Banté Whsolicited proposal automatically triggerecgquirement for Banta to fund the trust to
cover such payments. The trust was originally aglbply the Board of Directors of Banta in 1991.

Pro forma results

The unaudited pro forma financial information fbetyear ended December 31, 2008 presents the cedni@rults of operations of the
Company, PROSA, Prospectus, Pro Line and anotheaterial acquisition as if each acquisition haduoed at January 1, 2008. For the
year ended December 31, 2009, there was no matapakt from pro forma adjustments on net salesettoss attributable to RR Donnell
common shareholders.

The unaudited pro forma financial information i mtended 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 indicatiteeo€ompany’s future consolidated results of opamator financial condition. Pro forma
adjustments are tax-effected at the applicabletsiat tax rates.

2008

Net sales $11,627..

Net loss attributable to RR Donnelley common shalagrs (196.9
Net loss per share attributable to RR Donnelleyroom shareholder:

Basic $ (0.99

Diluted $ (0.99
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The unaudited pro forma financial information f@03 includes $125.7 million for the amortizationpafrchased intangibles and
$1,184.7 million for restructuring and impairmehtecges.

Note 3. Restructuring and Impairment

The Company recorded restructuring and impairmeatges of $382.7 million, $1,184.7 million and $&B#illion in the years ended
December 31, 2009, 2008 and 2007, respectively cfiaeges in 2009 included $128.5 million for thepaimment of goodwill, as well as
charges, discounted for future cash payments, 88 $1million for the termination of a significarrig-term customer contract in the business
process outsourcing reporting unit within the Intgronal segment, of which $117.2 million, $0.8lioil and $0.6 million are reflected in
other charges, impairment and employee terminati@spectively. Additionally in 2009, the Compaegorded restructuring charges of $
million for employee termination costs, other rasturing charges, including lease termination ameofacility closure costs, of $32.1
million and $24.7 million of impairment charges fither long-lived assets. The charges in 2008 dezddu$1,125.4 million for the impairment
of goodwill and intangible assets, as well as $4dillion for employee termination costs. Additiolyalin 2008, the Company incurred other
restructuring charges, including lease terminasind other facility closure costs of $10.6 millias, well as $4.6 million of impairment
charges for other long-lived assets. The charg@807 included $316.1 million for the write-off tife Moore Wallace, OfficeTiger and other
trade names associated with the Compsudgcision in June 2007 to unify most of its prigtand related service offerings under the singt
Donnelley brand. In addition, the 2007 chargesuidetl $436.1 million for the impairment of goodveisociated with the business process
outsourcing reporting unit within the Internatiosagment.

The restructuring charges recorded are based tmegsing 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 ad@rgsio the restructuring liabilities.

Restructuring and Impairment Costs Charged to Reasubf Operations

Employee Other Total
200¢ Terminations Charges Restructuring Impairment Total
U.S. Print and Related Servic $ 36.t $ 19.2 $ 55.7 $ 108.1 $163.¢
International 40.5 124.: 164.¢ 45.¢ 210.7
Corporate 2.4 5.8 8.2 — 8.2
$ 79« $149. $ 2281 $ 154.( $382.7

In the fourth quarter of 2009, the Company recor@edn-cash charge of $128.5 million to reflectithpairment of goodwill, of which
$93.8 million and $34.7 million are reflected ireth.S. Print and Related Services and Internatiseginents, respectively. The goodwill
impairment charges of $93.8 million and $34.7 miilresulted from reductions in the estimated falug of the forms and labels and Canada
reporting units, respectively, based on lower etqieans for revenue due to declines in businesscandumer spending and continued price
pressure. Because the fair value of these repautiitg was below their carrying amounts includirngdwill, the Company performed an
additional fair value measurement calculation tedaine the amount of impairment loss. As parhif tmpairment calculation, the Compi
also estimated the fair value of the significamigible and intangible long-lived assets of eaclorépg unit.

For the year ended December 31, 2009, the Comgaoyerorded net restructuring and impairment asrdiscounted for future cash
payments, of $118.6 million for the terminationao$ignificant long-term
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customer contract in the business process outsmureporting unit within the International segmeaitywhich $117.2 million, $0.8 million
and $0.6 million are reflected in other chargegaimment and employee terminations, respectiveladdition, for the year ended
December 31, 2009, the Company recorded net réstig charges of $78.8 million for employee teration costs for 4,043 employees, of
whom 3,779 were terminated as of December 31, 2&¥)ciated with actions resulting from the reoizgtion of certain operations. These
actions included the closings of two magazine,logtand retail insert manufacturing facilities, thvook manufacturing facilities and one
premedia facility within the U.S. Print and Relatervices segment and the closing of two GlobahRey Solutions manufacturing facilities,
one business process outsourcing facility, onenLA&therica manufacturing facility and one Europeanuofacturing facility within the
International segment. Additionally, the Companguirred other restructuring charges, including ldasmination and other facility closure
costs, of $32.1 million for the year ended Decen®1er2009. Finally, for the year ended Decembe2B809, the Company recorded $24.7
million of impairment charges primarily for machigeand equipment associated with the facility algsi The fair values of the machinery
and equipment were determined to be Level 3 uddefair value hierarchy and were estimated basetismussions with machinery and
equipment brokers, dealer quotes, internal exgeréiated to the equipment and current marketplanditions.

Employee Other Total
200¢ Terminations Charges Restructuring Impairment Total
U.S. Print and Related Servic $ 22.1 $ 3.7 $ 25.¢ $ 380.( $ 405.¢
International 21.€ 3.4 25.C 749.7 774,
Corporate 0.4 815 3.9 0.3 4.2
$ 441 $ 10.€ $ 54.7 $ 1,130.( $1,184."

In the fourth quarter of 2008, the Company recor@edn-cash charge of $1,125.4 million to reflaet impairment of goodwill and
intangible assets, of which $749.0 million and $2&%8illion are reflected in the International andSUPrint and Related Services segments,
respectively. The goodwill impairment charges d8%3 million, $249.4 million, $152.0 million, $78rbillion and $22.3 million resulted
from reductions in the estimated fair value of ihiens and labels, business process outsourcingadzamffice products and Global Turnkey
Solutions reporting units, respectively, basedawelr expectations for revenue, profitability andtcdlows resulting primarily from the
impacts of the global economic downturn and restiitapacts on the Company’s customers. In additieese reporting units were valued
using a higher discount rate applied to estimatéaré cash flows. The higher discount rates reflemeases in borrowing rates and equity
risk premiums implied by market conditions as ofdber 31, 2008 compared to October 31, 2007. Bectgsfair values of these reporting
units were below their carrying amounts includimpdwill, the Company performed an additional fatue measurement calculation to
determine the amount of impairment loss. As pathfimpairment calculation, the Company alsoneated the fair value of the significant
tangible and intangible long-lived assets of eagorting unit.

The Company also recorded a non-cash charge of $8&8ion for the impairment of acquired customelationships in the business
process outsourcing reporting unit. The impairn@nhese intangible assets resulted from overalligies in contract renewal rates, net sales
growth and profit margins compared to prior estesaflhese factors were also reflected in the ovéealine in value of the reporting unit
that caused impairment of its goodwill. After rediog the goodwill and intangible asset impairmdrdrges, remaining intangible assets ir
business process outsourcing reporting unit wede3$aillion as of December 31, 2008.

For the year ended December 31, 2008, the Comgsoyecorded net restructuring charges of $44.lianjlfor employee termination
costs for 2,245 employees, all of whom were terteid@s of December 31, 2009, associated with actiegulting from the reorganization of
certain operations and the exiting of certain
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business activities. These actions included thigreaent and consolidation of the Canadian orgaiiramanagement reorganization within
Latin America, the closing of two Global Turnkeyl&@mns manufacturing facilities within the Intetitmal segment and the realignment and
consolidation of financial print organizations fretU.S. Print and Related Services and Interndtsegments. Additionally, the Company
incurred other restructuring charges, includingéetermination and other facility closure cost$18.6 million for the year ended

December 31, 2008. Finally, for the year ended B 31, 2008, the Company recorded $4.6 millioimgfairment charges for other long-
lived assets.

Employee Other Total

2007 Terminations Charges Restructuring Impairment Total
U.S. Print and Related Servic $ 21.C $ 25 $ 23.t $ 261.¢ $285.1
International 20.2 3.8 24.1 514.¢ 538.1
Corporate 8.C 4.8 12.¢ 2.4 15.2
$ 49z $11.1 $ 604 $ 778. $839.(

In the fourth quarter of 2007, the Company recor@edn-cash charge of $436.1 million to reflectanment of goodwill in the
business process outsourcing reporting unit withéninternational segment. As part of its annugddirment analysis for this reporting unit,
the Company determined the fair value of the umipart based on estimates of future cash flows. 83timated future cash flows of this
reporting unit reflected a reduction in the faitueaof the business based on lower expectationgrfiwth and profitability, resulting primari
from increased price competition for significantwneontracts. Because the fair value of the repgminit was below its carrying amount
including goodwill, the Company performed an adufitil fair value measurement calculation to deteerttie amount of impairment loss. As
part of this impairment calculation, the Compargoatstimated the fair value of the significant talggand intangible long-lived assets of the
reporting unit.

For the year ended December 31, 2007, the Comgaoyecorded $342.5 million for impairment of otlessets, of which $316.1
million reflects the write-off of the Moore Wallac®fficeTiger and other trade names associated th@fCompany’s decision in June 2007 to
unify most of its printing and related service oifigs under the single RR Donnelley brand. Addiibn $26.4 million relates to the
impairment of other long-lived assets, of which 41@illion relates to the write-off of capitalizedstomer contract set-up costs in the
business process outsourcing reporting unit. Intadd charges of $49.3 million were recorded retato workforce reductions of 1,169
employees (all of whom were terminated as of De@arth, 2009), associated with actions resultingiftbe reorganization of certain
operations and the exiting of certain busineswitiets. These actions include management changesdify the management reporting
structure and cost structure reductions includirgdiosing of two manufacturing facilities withimet U.S. Print and Related Services segment
and two manufacturing facilities within the Intetioaal segment. In addition, $11.1 million of otliestructuring costs, which included lease
terminations in exited facilities, were recordedtfte year ended December 31, 2007.

Restructuring Costs Capitalized as a Cost of Acdfios

During 2008 and 2007, the Company recorded $2.lomiand $63.7 million, respectively of restruchgicosts related to employee
terminations and other costs in connection withatbguisitions of Pro Line, Cardinal Brands, Bamearry Judd’s and Von Hoffman.
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Restructuring Reserv
Activity impacting the Company’s restructuring resefor the year ended December 31, 2009 is asvisl|

Restructuring Costs Foreign
Exchange anc Decembe
Charged to Results
December 31, 20C of Operations Other Cash Paic 31, 2009
Employee termination $ 23.t $ 79.4 $ 0.t $ 83.C $ 204
Other 11.1 149.: 3.t 43.4 120.5
Total $ 34.€ $ 228.1 $ 4.C $ 126.4 $ 140.¢

$92.2 million of the restructuring reserve is catrand included in accrued liabilities at Decemikr2009, while the long-term portion
of $48.7 million, primarily related to the termifat of the significant long-term customer contragferred to above and lease termination
costs, is included in other noncurrent liabiliteDecember 31, 2009.

The Company anticipates payments associated wighogee terminations will be substantially complebgdthe end of 2010.

The restructuring liabilities classified as “othednsist of the estimated remaining payments relete¢he termination of the significant
long-term customer contract referred to above deasmination costs and other facility closing so$the Company paid $57.5 million in
January 2010 and expects to pay approximately $4ilion as of December 31, 2009, subject to charigdoreign exchange rates, in
January 2011, related to the termination of thaiiant long-term customer contract. The Compaapsferred funds to long-term restricted
cash within other noncurrent assets in Decembe® ffthe January 2011 payment. Payments on cdease obligations are scheduled to
continue until 2017. Market conditions and the Camys ability to sublease these properties couigcathe ultimate charge related to these
lease obligations. Any potential recoveries or addal charges could affect amounts reported inGbasolidated Financial Statements of
future periods.
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Note 4. Goodwill and Other Intangible Assets

The changes in the carrying amount of goodwilltfer year ended December 31, 2009 and 2008 wadi@as<o

Net book value at January 1, 2008
Goodwill
Accumulated impairment loss
Total
Acquisitions
Foreign exchange and other adjustm:
Impairment charg
Net book value at December 31, 20(
Goodwill
Accumulated impairment loss
Total
Acquisitions
Foreign exchange and other adjustm:
Impairment charge
Net book value at December 31, 20(
Goodwill
Accumulated impairment loss
Total

U.S. Print and
Related Service

$ 2,952

(408.0

2,544.!

(7.9)

(376.9)

2,977.¢

(784.9)

2,193

02

(93.6)

2,977 .

(878.9)

International

$ 1,317.

(596.9)
720.

(64.)
(423.7)

1,253.(

(1,020.9
232.

6.5
29.€

(34.7)

1,289.:

(1,055.7)
$ 233

Total

$ 4,269,
(1,004.9)
3,264
33.1
(72.0)

(800.1)

4,230.¢

(1,804.9
2,425 ¢
6.5

29.

(128.5)

4,266.

(1,933.9
$2,333.

In the fourth quarters of 2009 and 2008, the Companorded non-cash charges of $128.5 million 88@D$L million, respectively, to
reflect impairment of goodwill. See Note 3 for hiet discussion regarding these impairment chafjes, during the third quarter of 2008,
the Company finalized its valuation of certain taxtingencies related to the 2006 acquisition dic@Tiger. As a result, the Company
recorded reductions of $15.0 million to goodwilbdzexccrued liabilities. OfficeTiger's operations &meluded in the International segment.

The components of other intangible assets at Deeeh 2009 and 2008 were as follows:

December 31, 2009

December 31, 2008

Gross Accumulated
Carrying
Amount Amortization
(€] (€]
Trademarks, licenses and agreem $ 25.¢ $ (229
Patents 98.: (71.9
Customer relationship intangibl 1,125.( (440.7)
Trade name 21.4 (7.2)
Total amortizable purchased intangible as 1,270.: (541.0
Indefinite-lived trade name 18.1 —
Total purchased intangible ass $1,288.- $ (541.0
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Accumulated

Net Book Carrying Net Book
Amount Amortization
Value (1) 1) Value
$ 33 $ 21¢ % (219 $ —
26.¢ 98.2 (59.1) 39.2
684.¢ 1,106.: (347.7) 759.1
14.2 19.4 (4.7) 14.7
729. 1,245.¢ (432.9 813.(
18.1 18.1 — 18.1
$747.¢  $1,263.¢ $ (432.) $831.1
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(1) Includes foreign exchange. Certain prior yeapants have been reclassified to reflect the Coipanurrent presentation of intangible
assets

In the fourth quarter of 2008, the Company recor@edn-cash charge of $325.3 million to reflectamment of customer relationship
intangible assets in the business process outsmureporting unit.

During the years ended December 31, 2009 and 200& ompany recorded additions to intangible assfe$41.6 million and $17.3
million, respectively. The components of other ingilole assets acquired during 2009 and 2008 wei@aw/s:

December 31, 2009 December 31, 2008
Weighted Weighted
Average Average
Amortization Amortization
Amount Period Amount Period
Trademarks, licenses and agreem $ 3.€ b.5 $ — —
Customer relationship intangibl 8.C 8.C 15.¢ 6.4
Indefinite-lived trade name — — 1.7 —
Total additions $11.€ $17.:

Amortization expense for other intangibles was $98illion, $123.3 million and $119.7 million forétyears ended December 31, 2(
2008 and 2007, respectively. The following tabldines the estimated future amortization expenksad to intangible assets as of
December 31, 2009:

Amount
2010 $ 99.C
2011 98.1
2012 85.4
2013 83.1
2014 80.€
2015 and thereaftt 283.1
Total $729.c

Note 5. Accounts Receivable
Transactions affecting the allowance for doubtfidaunts during the years ended December 31, 2008 2nd 2007 were as follows:

2009 2008 2007

Balance, beginning of ye. $ 80.t $ 63.€ $ 79.¢
Provisions charged to exper 19.7 52.1 11.2
Write-offs and othe (29.9) (35.9 (27.9
Balance, end of ye: $ 70.2 $80.5 $ 63.€
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Note 6. Inventories
The components of the Company’s inventories at Béez 31, 2009 and 2008 were as follows:

2009 2008
Raw materials and manufacturing supp $229.¢ $311.2
Work in proces: 190.1 183.Z
Finished good 219.¢ 296.¢
LIFO reserve (77.9 (95.9
Total $561.¢ $695.7

The Company recognized a LIFO benefit of $17.6iamilin 2009 and LIFO expense of $30.6 million a®d4$nillion in 2008 and 200°
respectively.

Note 7. Property, Plant and Equipment
The components of the Company’s property, plantendpment at December 31, 2009 and 2008 werdlas/fo

2009 2008
Land $ 89. $ 9l¢
Buildings 1,140.( 1,143.:
Machinery and equipme 6,001.° 5,935.:

7,231.: 7,170.(
Less: Accumulated depreciati (4,959.9 (4,606.0)
Total $2,271. $ 2,564.(

During the years ended December 31, 2009, 2002@0d, depreciation expense was $461.6 million, $!88llion and $451.1 millior
respectively.

Assets Held for Sal

Primarily as a result of restructuring actionsaierfacilities and equipment are considered hetdséle. The net book value of assets
held for sale was $8.7 million and $5.9 milliorDecember 31, 2009 and 2008, respectively, whickeweluded in current assets in the
Consolidated Balance Sheets at December 31, 2@D2CG08 at the lower of their historical net bookueaor their estimated fair value, 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 aredod contracts which are valued using market exgbaates. See Note 14 for further
discussion on the fair value of the Company’s fadh@ontracts as of December 31, 2009 and 2008.

In addition to assets and liabilities that are rded at fair value on a recurring basis, the Compamnequired to record certain assets
liabilities at fair value on a nonrecurring bagjenerally as a result of acquisitions or impairn@@rges. See Note 2 for further discussion on
the fair value of assets and liabilities
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associated with acquisitions. Assets measuredratdtue on a nonrecurring basis subsequent t@mimi#cognition and still held at
December 31, 2009 are summarized below:

1)

()

(3)

December 31

Fair value
Impairment measuremen 2009 net bool
charge (Level 3) value
Long-lived assets held and used $ 20z $ 4.C $ 3.8
Long-lived assets held for sale( 5.C 6.5 6.1
Goodwill(3) 128.5 184.2 184.¢
Total $ 153.7 $ 1945 $  194¢

Longdived assets held and used with a carrying amoL$24.2 million were written down to their fair wed of $4.0 million, resulting i
an impairment charge of $20.2 million for the yégme fair values of machinery and equipment, usedrfeasuring impairment, were
determined using Level 3 inputs and were estimbsettd on discussions with machinery and equipnrekebs, dealer quotes and
internal expertise related to equipment and cummearketplace condition

Long-lived assets held for sale with a carryamgount of $11.1 million were written down to thfgir value of $6.5 million, less costs to
sell of $0.4 million, resulting in an impairmentase of $5.0 million and a net book value of $6illiam. The fair values of the land a
buildings classified as held for sale were deteeminsing Level 3 inputs and were estimated basetisoassions with real estate
brokers, review of comparable properties, if adddaand internal expertise related to the cumesutketplace condition:

Goodwill for the forms and labels and Canageoréng units with a carrying amount of $257.4 moifl and $55.3 million, respectively,
was written down to its implied fair value of $163nillion and $20.6 million, respectively, resutiim a combined impairment charge
of $128.5 million for the year. The determinatidrttte goodwill impairment was based on Level 3 ispwhich included discounted
cash flow analyses, comparable marketplace faurevdhta, as well as management’s assumptionsumgaignificant tangible and
intangible assets. See Note 3 for further discassiothe factors leading to the recognition ofithpairment.

See Note 11 for the fair value of the Company’sspmmand other postretirement plan assets and Moter the fair value of the

Company’s debt.

Note 9. Accrued Liabilities

The components of the Company'’s accrued liabilgieBecember 31, 2009 and 2008 were as follows:

2009 2008
Employecrelated liabilities $202.7 $231.¢
Restructuring liabilitie: 92.2 30.C
Deferred revenu 151.¢ 153.t
Other 367.] 380.€
Total accrued liabilitie: $813.2 $795.7

Employee-related liabilities consist primarily afypoll, incentive compensation, sales commissiahemployee benefit accruals. Other

accrued liabilities include income and other tabiiities, interest expense accruals and miscaflaneperating accruals. The increase in
restructuring liabilities is related to the terntioa of the long-term customer contract. The Conypaaid $57.5 million of this liability in
January 2010.
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Note 10. Commitments and Contingencies

As of December 31, 2009, authorized expenditureés@mmplete projects for the purchase of propeignt and equipment totaled
approximately $54.5 million. Of this total, approately $49.5 million has been committed. In additias of December 31, 2009, the
Company has a commitment of $20.4 million for samee payments related to restructuring activitres$09.0 million for the termination of
the long-term customer contract, of which $57.3ianilwas paid in January 2010 and $41.6 milliorhjeat to changes in foreign exchange
rates, will be paid in January 2011. The Compaagsferred $43.7 million to restricted cash withihes noncurrent assets on the
Consolidated Balance Sheets in December 2009 éoddahuary 2011 payment. The Company also has cardt@ommitments of
approximately $215.3 million for outsourced sersgicacluding technology, professional, maintenaame other services. The Company has a
variety of contracts with suppliers for the puraha$ paper, ink and other commaodities for delivierjuture years at prevailing market prices.
As of December 31, 2009, the Company was committgairchase $12.3 million of natural gas underdtmmtracts.

Future minimum rental commitments under non-carfdelaperating leases are as follows:

Year Ended December 31 Amount
2010 $137.¢
2011 108.¢
2012 84.t
2013 66.5
2014 and thereaftt 228.

$625.¢

The Company has non-cancelable operating lease itorents totaling $625.6 million extending througdrious periods to 2052. Rent
expense was $215.0 million, $219.8 million and $314illion in the years ended December 31, 200982ihd 2007, respectively.

Litigation

The Company is subject to laws and regulationgingldo the protection of the environment. The Campprovides for expenses
associated with environmental remediation obligetiwhen such amounts are probable and can be eddg@stimated. Such accruals are
adjusted as new information develops or circum&samtiange and are not discounted. The Companyeeasdesignated as a potentially
responsible party in twelve federal and state Supdrsites. In addition to the Superfund sites,@oenpany may also have the obligation to
remediate five other previously owned facilitieslahree other currently owned facilities. At thep8tfund sites, the Comprehensive
Environmental Response, Compensation and Lialitlyprovides that the Company’s liability could joint and several, meaning that the
Company could be required to pay an amount in exakis proportionate share of the remediatiortcohe Company’s understanding of
the financial strength of other potentially respblesparties at the Superfund sites and of ottadaldi parties at the previously owned facilities
has been considered, where appropriate, in thendiet&tion of the Company’s estimated liability. TBempany established reserves,
recorded in accrued liabilities and other noncurtiabilities, that it believes are adequate toerats share of the potential costs of
remediation at each of the Superfund sites angringously and currently owned facilities. Whild@gtnot possible to quantify with certainty
the potential impact of actions regarding environtaematters, particularly remediation and othenpbance efforts that the Company may
undertake in the future, in the opinion of managetneompliance with the present environmental prtide laws, before taking into account
estimated recoveries from third parties, will navé a material adverse effect on the Company’sdiinlated annual results of operations,
financial position or cash flows.
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From time to time, the Company’s customers andrstfile voluntary petitions for reorganization undénited States bankruptcy laws.
In such cases, certain pre-petition payments redddy the Company could be considered prefereangsiind subject to return. In addition,
the Company may be party to certain litigationiagsn the ordinary course of business. Managerheli¢ves that the final resolution of th
preference items and litigation will not have a enatl adverse effect on the Company’s consolidatetial results of operations, financial
position or cash flows.

Note 11. Retirement Plans

The Company sponsors various funded and unfundesigreplans for most of its full-time employeedhe U.S., Canada and certain
international locations. The Company also partigpan various multi-employer pension plans. Besefie generally based upon years of
service and compensation. These plans are fundashiiormity with the applicable government reguiati. The Company funds at least the
minimum amount required for all qualified plansngsactuarial cost methods and assumptions acceptader government regulations. Most
of the Company’s regular full-time U.S. employeesdme eligible for these benefits at or after remchge 50 while working for the
Company and having 5 years of vested service.

In addition to pension benefits, the Company presidertain healthcare and life insurance bendfitsstired employees. Most of the
Company’s regular full-time U.S. employees becotigilbde for these benefits at or after reaching 8§ef working for the Company and
having 10 years of continuous service. For emplsydso began employment with the Company prior tuday 1, 2002, the Company
subsidizes coverage and funds liabilities assatiaith these plans through a tax-exempt trust. 8gsets of the trust are invested in trust-
owned life insurance policies covering certain esgpes of the Company. The underlying assets gbdlieies are invested primarily in
marketable equity, corporate fixed income and govemt securities.

The pension and postretirement obligations areutatted using generally accepted actuarial methndsaee measured as of
December 31. Actuarial gains and losses are aradrtising the corridor method over the average m@nmservice life of active plan
participants.

The components of the net periodic benefit expéinseme) and total expense (income) are as follows:

Pension Benefits Postretirement Benefits
2009 2008 2007 2009 2008 2007
Service cos $ 70.1 $ 86.° $ 93.1 $ 10.2 $12.4 $12.¢€
Interest cos 177.€ 168.¢ 153.2 31.C 30.2 29.1
Expected return on plan ass (256.9) (267.9) (243.9) (15.5) (16.9) (15.2)
Amortization of prior service crec (5.9 (5.2 (7.9 (14.¢ (14.¢) (14.¢
Amortization of actuarial los 8.9 0.€ 3.8 (2.6) 0.1 5.5
Net periodic benefit expense (incon (4.9 (16.8) (0.€) 8.6 11.¢ 17.4
Curtailments — (0.2) (5.2 — — —
Special termination benefit cc — — 0.€ — — —
Total expense (incom: $ 4.9 $ (16.9 $ (5.9 $ 8.6 $11.€ $17.4
Weighted average assumption used to calculateemnitdic
benefit expense

Discount rate 6.8% 6.4% 5.7% 6.9% 6.3% 5.8%

Rate of compensation incree 4.C% 4.C% 4.(% 4.0% 4.0% 4.C%

Expected return on plan ass 8.2% 8.2% 8.4% 8.C% 8.C% 7.€%
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The following provides a reconciliation of the b&nebligation, plan assets and the funded stafubepension and postretirement pl
as of December 31, 2009 and 2008:

Pension Benefits Postretirement Benefits
2009 2008 2009 2008
Benefit obligation at beginning of ye $2,672.¢ $2,702. $ 466.¢ $ 500.2
Service cos 70.1 86.2 10.5 12.¢
Interest cos 177.€ 168.¢ 31.C 30.2
Plan participan’ contributions 1.3 1.8 19.t 22.C
Medicare reimbursemen — — 3.C 3.3
Acquisitions and othe — 40.2 — —
Actuarial loss (gain 348.¢ (64.¢) 24.¢ (46.7)
Curtailments and settlemer — (17.9 — —
Foreign currency translatic 39.¢ (85.1) 3.¢ (5.2
Benefits paic (142.9) (159.9 (45.7) (49.4)
Benefit obligation at end of ye $3,168.: $2,672.¢ $ 513.7 $ 466.¢
Fair value of plan assets at beginning of \ $2,191.- $ 3,384.¢ $ 160.Z $ 232.(
Actual return on asse 548.¢ (1,031.9 20.7 (65.¢)
Acquisitions and othe (0.3 419 — —
Employer contribution: 22.2 39.¢ 24.¢ 21.¢
Plan participan’ contributions 1.3 1.8 22.5 22.C
Settlement: — (17.9 — —
Foreign currency translatic 33.¢ (68.3) — —
Benefits paic (142.9 (159.9) (45.7) (49.9
Fair value of plan assets at end of y $2,654. $2,191.4 $ 182.¢ $ 160.z
Funded status at end of ye $ (513.9) $ (481.9 $(331.)) $ (306.7)

The accumulated benefit obligation for all defirmzhefit pension plans was $3,091.3 million and $2,6 million at December 31, 20
and December 31, 2008, respectively.

Amounts recognized on the Consolidated BalancetSkaseof December 31, 2009 and 2008 are reflentdtkifollowing table.

Pension Benefits Postretirement Benefits

2009 2008 2009 2008

Prepaid pension cost (included in other noncurasaets $ 1.8 $ 15.€ $ — $ —
Accrued benefit cost (included in accrued liakekl) (5.7) (5.5 (6.6) (14.¢)

Pension liability (509.¢) (491.5 — —
Postretirement benefi — — (324.5) (291.9
Net liability recognized in the consolidated balasbheet: $(481.9) $(331.)) $(306.7)

&

513.

F-23



Table of Contents

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

The amounts in accumulated other comprehensiveolo$ise Consolidated Balance Sheets, excludingffexts, that have not yet been
recognized as components of net periodic benedit abDecember 31, 2009 and 2008 are as follows:

Pension Benefits Postretirement Benefits
2009 2008 2009 2008
Accumulated other comprehensive (income)
Net actuarial los $1,102.¢ $1,046.: $ 46.¢ $ 25t
Net transition obligatiol 0.3 0.2 — —
Net prior service cred (48.3) (53.6) (38.6) 53.2)
Total $1,054.¢ $ 992.¢ $ 82 $ (27.7

The amounts recognized in other comprehensive irdar2009 as components of net periodic benefiiscaie as follows:

Pensior Postretirement
Benefits Benefits
Amortization of:
Net actuarial (gain) los $ (8.€ $ 2.€
Net prior service cred 5.3 14.¢
Amounts arising during the perio
Net actuarial los 55.4 19.€
Foreign currency loss (gai 10.1 0.9
Total $61.¢ $ 35.¢

Actuarial gains and losses in excess of 10% ofjteater of the projected benefit obligation or merketrelated value of plan assets
recognized as a component of net periodic benesiiscover the average remaining service periodptdiais active employees. Unrecognized
prior service costs or credit are also recognized aomponent of net periodic benefit cost ovemtrerage remaining service period of a
plan’s active employees. The amounts in accumulatieer comprehensive income that are expected tedmgnized as components of net
periodic benefit costs over the next year are shioséow:

Pensior Postretirement
Benefits Benefits
Amortization of:
Net actuarial los $ 30.¢ $ 1.2
Net prior service cred (5.9 (10.9)
Total $25E $ (9.9
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The following provides the weighted average assignptused to determine the benefit obligation atrtteasurement date:

Postretirement
Pension Benefits Benefits

2009 2008 2009 2008
Discount rate 6.C% 6.8% 5.7% 6.9%
Rate of compensation incree 4.C% 4.(% 4.0% 4.C%
Health care cost tren
Current
Pre-Age 65 — — 7.C% 8.€%
Pos-Age 65 — — 7.C% 9.7%
Ultimate — — 6.0% 6.C%

Summary of under-funded or unfunded pension bepkits with projected benefit obligation in exceéglan assets as of
December 31, 2009 and 2008:

Pension Benefits

2009 2008
Projected benefit obligatic $3,161.¢ $2,669.!
Fair value of plan asse 2,645.( 2,172.:

Summary of pension plans with accumulated benbfigations in excess of plan assets:

Pension Benefits

2009 2008
Accumulated benefit obligatic $3,084.¢ $2,612.
Fair value of plan asse 2,643.¢ 2,171

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

1% 1%

Increase Decreas:

Total postretirement service and interest cost amapts $ 0% $ (0.5
Postretirement benefit obligatic 6.2 (5.6)

The Company determines its assumption for the distciate to be used for purposes of computing drsaraice and interest costs
based on an index of high-quality corporate bomddgi and matched-funding yield curve analysis ah@Mmeasurement date.

The Company also maintains several pension plaimltémational locations. The assets, liabilitiasl @xpense associated with these
plans are not material to the Company’s consoldifiteancial statements. The expected returns am ggaets and discount rates for these
plans are determined based on each plan’s inves@penoach, local interest rates, and plan pagitiprofiles.

The Company expects to make cash contributionpmioximately $21.8 million to its pension plans amproximately $10.5 million to
its postretirement plans in 2010, and additional-reqjuired contributions could be made. While tleenany cannot currently estimate the
amount of pension plan contributions that will bguired in 2011 and future years, larger contrimgito the pension plans could be

necessary.
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The Medicare Prescription Drug, Improvement and &ftadation Act of 2003 included a prescription dhenefit under Medicare Part
D, as well as a federal subsidy that began in 2@0$ponsors of retiree health care plans thatigeoa benefit that is at least actuarially
equivalent, as defined in the Act, to Medicare BParfwo of the Company’s retiree health care plarmsat least actuarially equivalent to
Medicare Part D and eligible for the federal supsiduring the years ended December 31, 2009 and,2086 Company received
approximately $3.0 million and $3.3 million, respieely, in Medicare reimbursements. Cash flow frtima subsidy is expected to be
approximately $1.4 million in 2010.

Benefit payments are expected to be paid as follows

Estimated Medicare
Postretirement

Pension Subsidy

Benefits Benefits-Gross Reimbursements
2010 $ 157.¢ $ 34.€ $ 14
2011 160.¢ 35.¢ 14
2012 166.4 36.C 1.4
2013 171.¢ 36.¢ 1.4
2014 178.1 37.t 14
2015-2019 1,032.t 193. 6.3

Employee 401(k) Savings PlarsThe Company maintains savings plans that arefepaalinder Section 401(k) of the Internal Revenue
Code. Substantially all of the Company’s U.S. empks are eligible for these plans. Under this mamployees may contribute a percentage
of eligible compensation on both a before-tax basis after-tax basis. The Company generally matahmscentage of a participating
employee’s beforéax contributions. The Company suspended its 40bgtrch for 2009. The total expense attributabliéaéomatch was $20
million and $27.8 million in 2008 and 2007, resmpesly.

Plan Assets

The Company employs a total return investment agrdor its pension and postretirement benefit@larnereby a mix of equities and
fixed income investments are used to maximize dhg-+term return of pension and postretirement pksets. The intent of this strategy is to
minimize plan expenses by outperforming plan litib# over the long run. Risk tolerance is estdigiisthrough careful consideration of plan
liabilities, plan funded status, and corporateriirial condition. The investment portfolios contaidiversified blend of equity and fixed
income investments. Furthermore, equity investmaregiversified across geography and market daggiteon through investments in U.S.
large-capitalization stocks, U.S. small-capitaiizatstocks and international securities. Investmisktis measured and monitored on an
ongoing basis through annual liability measuremepesiodic asset/liability studies and quarterlyestment portfolio reviews. The expected
long-term rate of return for plan assets is bagghumany factors including asset allocations, hisabasset returns, current and expected
future market conditions, risk and active managemesmiums. The prospective target asset allocgt@nentage for both the pension and
postretirement plans is approximately 75% for ggaitd other securities and approximately 25% fagdiincome.

The Company segregated its plan assets by theviajomajor categories and levels for determiningjrtfair value as of December 31,
2009 and 2008:
Cash and cash equivalentsCarrying value approximates fair value. As sublse assets are classified as Level 1.

Equity—The values of individual equity securities weradrhon quoted prices in active markets. As sudsetlassets 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\("NAut are not quoted on active markets. As sticbse assets were classified as
Level 2.

Fixed income—Fixed income securities are typically priced based valuation model rather than a last tradeskesil are not
exchange-traded. Inputs to the valuation modelsidgcutilizing dealer quotes, analyzing market infation, estimating prepayment
speeds and evaluating underlying collateral. Acoglgl, the Company classified these fixed incomeusities as Level 2. Fixed income
securities also include investments in varioustadsaeked securities that are part of a governmgonsored program. The prices of
these asset-backed securities were obtained bpendent third parties using multi-dimensional, agtal specific prepayments tables.
Inputs include monthly payment information and atdlal performance. As the values of these assetsiatermined based on models
incorporating observable inputs, these assets glassified as Level 2. The Company also investeiain fixed income funds that
were priced on active markets and were classifiedexel 1.

Derivatives and other—Fhis category includes assets and liabilities #natfutures or swaps traded on a primary exchandesee price
by multiple providers. Accordingly, the Companysddied these assets and liabilities as Level is Tategory also includes various
other assets in which carrying value approximaagsvalue.

Real estate—Fhe fair market value of real estate investmerdtsris based on observable inputs for similar aseedctive markets, for
instance, appraisals and market comparables. Acagydthe real estate investments were categor@seldevel 2. The Company also
invests in certain exchange traded real estatesimant trust funds that were classified as Level 1.

Private equity—Includes the Company’s interest in various privedeity funds that are valued by the investmentaganon a periodic
basis with models that use market, income andwasttion methods. The valuation inputs are notlgigbservable, and these intere
are not actively traded on an open market. Accaiglirthis interest was categorized as Level 3.

Guaranteed investment contraetincludes various insurance contracts that haven&ractual value that is a function of the numbfer o
units and unit value for each of these investmetibas, but is not a direct, look-through ownershiggrest. The accounts are
predominately invested in equity securities that@iiced on the active markets in which the segisitraded. As such, these assets are
classified as Level 2.

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 believesuhkiation methodologies used are appropriate, sieeofi different methodologies or
assumptions in calculating fair value could reguliiifferent 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, asehare no significant restrictions on
redemption on these investments or other reasonslitate 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, 2009, by asset category ardlawso

Asset Category Total Level 1 Level 2 Level 3
Cash and cash equivalel $ 37.: $ 375 $ — $—
Equity 1,736.: 1,422 313.¢ —
Fixed income 735.¢ 211.2 524. —
Derivatives and othe 2.9 0.7 2.2 —
Real estat 62.4 5.¢ 56.t —
Private equity 6.8 — — 6.8
Guaranteed investment contra 72.€ — 72.€ —
Total $2,654 . $1,677.¢ $970.1 $ 6.9

The fair values of the Company’s other postretinetienefit plan assets at December 31, 2009, kst aategory are as follows:

Asset Category Total Level 1 Level 2 Level 3
Cash and cash equivale! $ 0¢ $ 0.8 $ — $—
Equity 10.€ 10.€ — —
Derivatives and othe 8.2 8.2 — —
Guaranteed investment contra 162.¢ — 162.¢ —
Total $182.¢ $19.7 $162.¢ $—

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

Private

Equity
Balance at January 1, 200! $ 2k
Unrealized losse (1.0
Purchases, sales and settlem: 5.4
Balance at December 31, 20C $ 6.

Note 12. Income Taxes

Income taxes have been based on the following caems of earnings (loss) from continuing operatioafre income taxes for the
years ended December 31, 2009, 2008 and :

2009 2008 2007
u.s. $123.¢ $ 200.t $ 516.:
Foreign (30.9) (469.9) (424.9
Total $ 93.1 $(269.9) $ 91.<
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The components of income tax expense (benefit) roninuing operations for the years ended Decerdbg?009, 2008 and 2007
were as follows:

2009 2008 2007
Federal:
Current $ 95.C $ (49.0 $189.¢
Deferred (35.5 2.4 (2.0
State:
Current 21.1 16.2 17.2
Deferred (2.5 (3.6) (18.7)
Foreign:
Current 52.t 52.€ 18.7
Deferred (16.7) (102.5) (69.5)
Total $114.F $ (83.9 $136.5

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

2009 2008 2007
Federal statutory ra: 35.(% 35.(% 35.(%
International reorganizatic 16.€ 89.4 —
Restructuring and impairment charg 91.€ (123.9) 172.7
Foreign tax rate differentii (51.9) 7.C (50.5)
State and local income taxes, net of U.S. fedare tax benef 10.z (8.3 16.2
Adjustment of uncertain tax positio 6.5 6.8 (14.9
Adjustment of interest on uncertain tax positi (4.7) 3.€ 14.€
Change in valuation allowanc 27.€ 5.4 9.9
Domestic manufacturing deducti (7.2) — (11.5)
Other (1.9 5.8 (3.9
Effective income tax rat 123.(% 31.2% 149.2%

Included in 2009 is an expense of $15.6 milliomtieh to the reorganization of certain entitieshivitthe international segment.

Included in 2008 is a benefit of $228.8 millionateld to the decline in value and reorganizatiocesfain entities within the Internatiol
segment and $38.0 million from the recognition pertain tax positions upon the final settlementertain U.S. federal income tax audits
the years 2000-2002.

Included in 2007 is a benefit of $9.3 million frdahre reduction in net deferred tax liabilities doeatdecrease in the statutory tax rate in
the United Kingdom.
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Deferred income taxe
The significant deferred tax assets and liabiliieBecember 31, 2009 and 2008 were as follows:

2009 2008
Deferred tax asset

Pensions and postretirem $321.7 $ 304.:
Accrued liabilities 193.F 148.¢
Net operating loss and other tax carryforwe 306.¢ 277.C
Other 90.C 89.1
Total deferred tax asse 912.C 819.(
Valuation allowanct 277.5) 224.
Net deferred tax asse $ 634.F $ 594.¢
Deferred tax liabilities

Intangible asset $ 328.¢ $ 350.¢
Accelerated depreciatic 295.¢ 298.1
Investment: 8.7 15.1
Other 46.2 54.¢
Total deferred tax liabilitie 679.5 718.7
Net deferred tax liabilitie $ 44.¢ $124.¢

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

As of December 31, 2009, the Company had domesstidaeign net operating loss and other tax caryéods of approximately $17.2
million and $289.6 million, respectively ($67.5 idh and $209.5 million, respectively, at DecemBg&r 2008), of which $190.4 million
expire between 2010 and 2019. Limitations on tliezation of these tax assets may apply. The Compeas provided a valuation allowance
to reduce the carrying value of certain deferredatssets, as management has concluded that, baslee weight of available evidence, it is
more likely than not that the deferred tax asséitshat be fully realized. During 2009, the valuati allowance increased $52.8 million, of
which $36.8 million related to the net operatingdaesulting from the termination of a significktg-term customer contract that will not be
fully realized.

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 foreign subsiels, because such excess is considered to bwpently reinvested in those operations.

Cash payments for income taxes were $198.9 mil$ad,1.6 million and $191.1 million in 2009, 200812007, respectively. Cash
refunds for income taxes were $164.1 million, $8ilion and less than $0.1 million in 2009, 200&1&007, respectively.

The Companys income taxes payable for federal and state pagplaave been reduced by the tax benefits assoeiétedispositions o
employee stock options. The Company receives amedax benefit calculated as the tax effect oftifference between the fair market
value of the stock issued at the time of exercigbthe option price. These benefits were creditezttly to RR Donnelley shareholders’
equity and amounted to $0.4 million in 2008 and.®24illion in 2007.
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For the year ended December 31, 2009, the changakér comprehensive income were net of tax benefi$36.2 million related to
the change in funded status for pension and posimetnt plans and related to the adjustment fopeabdic pension and postretirement
benefit cost and net of tax provisions of $1.5 imillrelated to changes in the fair value of derirest. For the year ended December 31, 2008,
the changes in other comprehensive income werefriax benefits of $493.1 million related to theanlye in funded status for pension and
postretirement plans and related to the adjustfioemtet periodic pension and postretirement bereft, as well as net of tax provisions of
$13.0 million related to unrealized foreign currgig@ins and $1.3 million related to changes inféievalue of derivatives. For the year en
December 31, 2007, the changes in other compreleimsiome were net of tax provisions of $72.8 millrelated to the change in funded
status for pension and postretirement plans amdiectko the adjustment for net periodic pensionmairetirement benefit cost, as well as net
of tax benefits of $5.1 million related to unreatizforeign currency losses and $0.9 million reldatedhanges in the fair value of derivatives.

Uncertain tax positions
Changes in the Company’s unrecognized tax berefilecember 31, 2009, 2008 and 2007 were as fallows

2009 2008 2007
Balance at beginning of ye $162.¢ $212.2 $224.¢
Additions for tax positions of the current ye 19.2 19.z 8.4
Additions for tax positions of prior yea 2.4 14.1 10.C
Reductions for tax positions of prior yei (3.9 (48.7) (0.9
Settlements during the ye (1.5 (17.2) (6.2
Lapses of applicable statutes of limitatic (7.3 (12.5) (27.6)
Foreign exchange and ott 4.2 (4.9 3.6
Balance at end of ye $176. $162.¢ $212.2

As of December 31, 2009, 2008 and 2007, the Compady$176.4 million, $162.9 million and $212.2 ioifl, respectively, of
unrecognized tax benefits. Unrecognized tax beefi$h127.3 million as of December 31, 2009, ifogtized, would have decreased income
taxes, the corresponding effective income taxaatktnet loss. This potential impact on net earn{tags) reflects the reduction of these
unrecognized tax benefits, net of certain defetagdassets and the federal tax benefit of statniectax items. The Company recognized !
million and $0.9 million of previously unrecognizsthte and international tax benefits, respectivéilye to settlements during the year. The
Company recognized $1.8 million, $8.5 million ar@4bmillion of previously unrecognized federal tetand international tax benefits, due to
the expiration of statutes of limitations and retion of audits during the year. As a result, tteenany recorded $10.9 million as a decrease
in income tax expense for the year ended Decenthe2(®9.

As of December 31, 2009, it is reasonably posshdgethe total amounts of unrecognized tax benefilsdecrease within 12 months by
as much as $17.8 million due to resolution of auditexpirations of statutes of limitations related).S. federal and state tax positions.

The Company classifies interest expense and aatetepenalties related to income tax uncertaiatses component of income tax
expense. The total interest expense, net of tagflienrelated to remaining tax uncertainties rexioed in the Consolidated Statements of
Operations for the years ended December 31, 2@IR 2nd 2007 was $6.2 million, $8.9 million and $L@iillion, respectively.
Additionally, for the year ended December 31, 2@08,Company recorded a reduction of $8.3 milliothie interest component of income
expense resulting from adjustments to its estirmhecumulated interest associated with income tax
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uncertainties. Penalties in the amount of $0.7iomJI$1.0 million and $1.4 million, respectivelyeve recognized for the years ended
December 31, 2009, 2008 and 2007. Accrued intefe&$2.1 million and $65.8 million related to incertax uncertainties were reported as a
component of other noncurrent liabilities on then€alidated Balance Sheets at December 31, 2009G0®] respectively. Accrued penalties
of $5.8 million and $3.4 million related to incortax uncertainties were reported in other noncuriahtlities on the Consolidated Balance
Sheets at December 31, 2009 and 2008, respectively.

The Company has tax years from 2000 that remain apd subject to examination by the IRS, certatestaxing authorities and cert
foreign tax jurisdictions.

Tax Holidays

The Company has been granted “tax holidays” iraireforeign countries as an incentive to attratgrimational investment. Generally, a
tax holiday is an agreement between the Companydarkign government under which the Company wesetertain tax benefits in that
country, such as exemption from taxation on prafésved from export related activities. The Compsauax holiday agreements expire from
2010 through 2011. The aggregate effect on incaxexpense in 2009, 2008 and 2007, as a resuiesétagreements, was approximately
$10.6 million, $15.3 million and $15.0 million, geexctively.

Note 13. Debt
The Company'’s debt at December 31, 2009 and 20a8ists of the following:

2009 2008
Commercial pape $ — $ 289.¢
Credit facility borrowings — 200.C
3.75% senior notes due April 1, 20 — 400.(
4.95% senior notes due May 15, 2( 3257 499.¢
5.625% senior notes due January 15, 2 158.t 624.5
4.95% senior notes due April 1, 20 599.( 598.¢
5.50% senior notes due May 15, 2( 499.¢ 499.t
8.60% senior notes due August 15, 2! 345.2 —
6.125% senior notes due January 15, 2 621. 621.C
11.25% senior notes due February 1, 2 400.( —
8.875% debentures due April 15, 2( 80.¢ 80.¢
6.625% debentures due April 15, 2( 199.: 199.2
8.820% debentures due April 15, 2( 68.¢ 68.¢
Other, including capital leas 23.7 44.¢
Total debt 3,322. 4,126.¢
Less: current portio (339.9) (923.9)
Long-term debt $2,982.! $3,203.1

The fair value of debt was determined to be Levah@er the fair value hierarchy and was based tip@imterest rates available to the
Company for borrowings with similar terms and mies. The fair value of the Company’s debt wasatgethan its book value by
approximately $177.9 million at December 31, 2008 bwer by $556.2 million at December 31, 2008.
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On January 14, 2009, the Company issued $400.dmdf 11.25% senior notes due February 1, 2018.1iét proceeds from the
offering were used to pay down short-term dehthdéf Company experiences certain downgrades imatfitaatings, these notes would be
subject to a coupon step-up resulting in highesragt payments.

On August 26, 2009, the Company issued $350.0anillif 8.60% senior notes due August 15, 2016. Hie@roceeds from the offerin
along with borrowings under the Company’s revolvamgdit facility (the “Facility”)and cash on hand, were used to repurchase $46lighr
of the 5.625% senior notes due January 15, 2013and.2 million of the 4.95% senior notes due M&y2010. These repurchases resulted
in a pre-tax loss on debt extinguishment of $10I8an, which is reflected in investment and otletome (expense) on the Consolidated
Statements of Operations for the year ended Decae8ih009.

As of December 31, 2009, the Company had no bomgsvoutstanding under the Facility. The weightegkage interest rate on
borrowings during the year ended December 31, 2¢4391.3%.

Additionally, the Company had $138.7 million in ditefacilities (the “Foreign Facilities”) at its feign locations, most of which are
uncommitted. As of December 31, 2009 and 2008| bataowings under the Facility and the Foreignif#es (the “Combined Facilities”)
were $12.7 million and $231.9 million, respectivelys of December 31, 2009, the Company had $44lliomin outstanding letters of credit,
of which $37.8 million reduced availability undéetCombined Facilities. At December 31, 2009, axprately $2.1 billion was available
under the Company’s Combined Facilities, of whith €ompany may borrow an additional $1.4 billiamparrowings above $1.4 billion
would cause the Company to violate certain debépants in the Facility.

The Company was in compliance with its debt covenaa of December 31, 2009, and is expected toinamaompliance based on
management’s estimates of operating and finanesallts for 2010 and the foreseeable future.

At December, 31, 2009, the future maturities oftdetzluding capitalized leases, consisted of tiing:

Amount
2010 $ 339.¢
2011 1.6
2012 160.1
2013 0.8
2014 600.¢
2015 and thereaftt 2,229."
Total $3,333.(

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

2009 2008 2007
Interest incurre: $246.¢ $240.¢ $242.¢
Less: interest incom (9.9 (11.9) (12.7
Less: interest capitalized as property, plant andmment (2.9) (2.5) (3.5
Interest expense, n $234.¢ $226.4 $227.3

Interest paid was $226.5 million, $223.8 milliorde®85.3 million in 2009, 2008 and 2007, respetyive
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Note 14. Derivatives

All derivatives are recorded as other assets ardidibilities on the Consolidated Balance Shekthkeir respective fair values with
unrealized gains and losses recorded in other caimepsive income (loss), net of applicable incomredaor in the Consolidated Statements
of Operations, depending on the purpose for whiehderivative is held. Changes in the fair valuderivatives that do not meet the criteria
for designation as a hedge at inception, or faih&®t the criteria thereafter, are recognized atigrén the Consolidated Statements of
Operations. At the inception of a hedge transactioen Company formally documents the hedge relalignand the risk management
objective for undertaking the hedge. In additidre Company assesses both at inception of the fathen an ongoing basis, whether the
derivative in the hedging transaction has beenlpigfiective in offsetting changes in fair valueaash flows of the hedged item and whether
the derivative is expected to continue to be higlffgctive. The impact of any ineffectiveness isognized currently in the 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 most countriesaose the operating revenues and expenses of ibsiga@ubsidiaries and business units are
substantially in the local currency of the countryhich they operate. To the extent borrowing&esgurchases, revenues, expenses or othe
transactions are not in the local currency of therating unit, the Company is exposed to curreisky Periodically, the Company uses
foreign exchange forward contracts and cross-cayewaps to hedge exposures resulting from foreiginange fluctuations. Accordingly,
the implied gains and losses associated with tineddues of foreign currency exchange contracts@oss-currency interest rate swaps are
generally offset by gains and losses on underlpengpbles, receivables and net investments in forsidpsidiaries. The Company does not
derivative financial instruments for trading or splative purposes.

The Company has entered into foreign exchange fore@ntracts in order to manage the currency exgosicertain receivables and
liabilities. The foreign exchange forward contragtre not designated as hedges, and accordinglyaithvalue gains or losses from these
foreign currency derivatives are recognized culyentthe Consolidated Statements of Operationsegaly offsetting the foreign exchange
gains or losses on the exposures being manageddbnegate notional value of the forward contrat®®ecember 31, 2009 and 2008 was
$437.0 million and $299.4 million, respectively.eTfair values of foreign exchange forward contragtse determined to be Level 2 under
fair value hierarchy and are valued using markeherge rates.

At December 31, 2009 and 2008, the total fair valiuthe Company’s forward contracts and the accoimthe Consolidated Balance
Sheets in which the fair value amounts are incluatedshown below:

Derivatives not designated as hedges 2009 2008
Prepaid expenses and other current a: $1.2 $9.7
Accrued liabilities 6.8 3.C

The pre-tax gains (losses) related to derivatigtgiasignated as hedges recognized in the Contadidatements of Operations for the
years ended December 31, 2009, 2008 and 2007 @ sh the table below

Classification of Gain (Loss)
Recognized in the Consolidated

Statements of Operations 2009 200¢ 2007

Foreign exchange forward contracts Selling, general and administrative —
expense: $(13.7) $  $1.C

Total gain (loss) recognized in the consolidatedaements of operation:s —
$137) §  $LC
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The pre-tax gains (losses) related to derivatiwssghated as hedges for the years ended Decemhi2d(@ . and 2008 are shown in the

table below:

Cash Flow Hedges
Cross-currency swaps

Interest rate lock

Interest rate lock
Total gain (loss)

Net Investment Hedge

Cross-currency swaps

Total gain (loss)

Classification of

Gain (Loss) Gain
Classification of Reclassified (Loss) Recognized Gain (Loss)
Gain (Loss) Gain (Loss) from AOCI in Recognized in
Recognized in Reclassified from into Income Income (Ineffective Income
OCI (Effective AOCI into Income (Effective (Ineffective
Portion) (Effective Portion) Portion) Portion) Portion)
200¢ 2008 2009 2008 2009 2008
$— $68.€ Investment and $— $68.2 Investmentan  $— $(9.9)
other income other income
(expense (expense
— — Interest (1.7 (1.€) Interest — —
expens—net expens—net
— — Investment and — — Investment an (2.7 —
other income (expens other income
(expense
— 68.€ 1.7 66.€ (2.7 (9.9
— 21.¢ Investment and — 21.2 Investment an — —
other income other income
(expense (expense
$ $90.5 $(1.1) $87.¢ $(2.7) $(9.9)

The pretax gains (losses) related to derivatives desighasehedges for the year ended December 31, 26Ghawn in the table belo

Cash Flow Hedge:
Cross-currency swaps

Interest rate lock

Interest rate lock

Total gain (loss
Net Investment Hedge
Cross-currency swaps

Total gain (loss)

Gain (Loss;

Recognize(

in OCI
(Effective

Portion)
$ 8.C

8.C

(21.6)

$ (189

Classification of
Gain
(Loss) Reclassifiet

from AOCI into
Income (Effective

Portion)

Investment an

other income
(expense
Interest
expens—net
Investment an

other income
(expense
Investment an
other income

(expense
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Gain (Loss)
Reclassified from
AOQOCI into Income

(Effective Portion)
$ 74

1.6

5.8

(22.9)

$ (17.1)

Classification of
Gain
(Loss) Recognizet
in
Income
(Ineffective

Portion)

Investment ar

other income
(expense
Interest
expens—net
Investment ar

other income
(expense
Investment ar

other income
(expense

Gain (Loss)
Recognized ir

Income
(Ineffective

Portion)
$ —

1.1
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Terminated Derivatives

In October 2008, the Company terminated its outhitencross-currency swaps with a notional amour§tlp130.8 million, which were
used to hedge against fluctuations in currencysrat¢he British pound sterling and Euro. This ter@tion resulted in net pre-tax cash
proceeds to the Company of $22.5 million and reitamgmof a pre-tax loss of $9.9 million during 200Bhese cross-currency swaps consisted
of British pound sterling (“GBP”) swaps, which exetged GBP for U.S. dollars, Eurodollar (‘EUR”) swawhich exchanged EUR for U.S.
dollars and GBP swaps, which exchanged GBP for EXfiese swaps required the Company to pay a fixeddst rate on the GBP notional
amount and receive a fixed interest rate on the dbfar notional amount and pay a fixed interast ron the GBP notional amount and
receive a fixed interest rate on the EUR notiomabant, respectively.

In May 2005, the Company terminated its interets lack agreements which were used to hedge adgaiotiations in interest rates.
This termination resulted in a loss of $12.9 milli@corded in accumulated other comprehensive iecarhich was being recognized in
interest expense over the term of the hedged fetedanterest payments. During the third quarte#Qgf9, the Company repurchased $174.2
million of the 4.95% senior notes due May 15, 2040ch were hedged as part of the interest rate é&mgkements. A pre-tax loss of $2.7
million was reclassified from accumulated other pogehensive income to investment and other expengeiConsolidated Statements of
Operations as a result of the change in expecreddsted interest payments for the senior note®/fdyel5, 2010. At December 31, 2009, a
balance of $2.6 million remains in accumulated otttemprehensive income, of which $0.4 million ipegted to be reclassified to interest
expense over the next year.

Note 15. Guarantees

The Company has unconditionally guaranteed theyrapat of certain loans and related interest and fieecertain of its consolidated
subsidiaries. The guarantees continue until thedpmcluding accrued interest and fees, have paihin full. The maximum amount of the
guarantees may vary, but is limited to the sunheftbtal due and unpaid principal amounts plugedlaterest and fees. Additionally, the
maximum amount of the guarantees, certain of waiehdenominated in foreign currencies, will vargdzhon fluctuations in foreign
exchange rates. As of December 31, 2009, the mamiprincipal amount guaranteed was approximatelyZs80llion.

Note 16. Earnings per Share

2009 2008 2007
Numerator:
Net loss attributable to RR Donnelley common shaldgrs $(27.2)  $(189.9  $(48.9
Denominator
Weighted average number of common shares outsig 205.2 210.z 218.(
Dilutive options and awards( — — —
Diluted weighted average number of common sharetanding 205.2 210.2 218.(
Net loss per share attributable to RR Donnelleyroom shareholder:
Basic $(0.19) $ (090 $(0.29)
Diluted $(0.19) $ (0900  $(0.29)
Cash dividends paid per common sf $ 1.04 $ 1.04 $ 1.0¢

(@) Diluted net loss per share attributable to Ridiielley common shareholders takes into consiaer#tie dilution of certain unvested
restricted stock awards and unexercised stock mptizards. For the yea
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ended December 31, 2009, 2008 and 2007, commok etpivalents of 9.7 million, 5.4 million and 4.9liien, respectively, were
excluded as their effect would be anti-dilutiver Bte years ended December 31, 2009, 2008 and 2&éivicted stock units of

5.5 million, 1.8 million and 1.4 million, respectily, were excluded as their effect would be artitdlie. For the years ended
December 31, 2009, 2008 and 2007, options to paech2 million shares, 3.6 million shares and 3lban shares, respectively, were
anti-dilutive because the option exercise price exceéuedhir value of the stoc

During the year ended December 31, 2009, no slodismmon stock were purchased by the Companyeiotien market. During the
year ended December 31, 2008, the Company purclaseel open market 10.0 million shares of its camratock at a total cost of
$278.8 million. During the year ended December287, the Company purchased in the open markebzippately 7.7 million shares
of its common stock at a total cost of $309.5 iilli

Note 17. Stock and Incentive Programs for Employees

The Company recognizes compensation expense, basestimated fair values, for all share-based asvaralde to employees and
directors, including stock options, restricted &taaits and performance share units. The Compatmates the fair value of share-based
awards on the date of grant, using an opfidning model where applicable. The Company recogmthese compensation costs for only tl
awards expected to vest, on a straight-line bagis the requisite service period of the award, Wihécgenerally the vesting term of three to
four years for restricted stock awards, performasiage units and stock options. The Company esilrtae number of awards expected to
vest based, in part, on historical forfeiture ratad also based on management’s expectations dbgeepturnover within the specific
employee groups receiving each type of award. Rarés are estimated at the time of grant and eelig necessary, in subsequent periods, if
actual forfeitures differ from those estimates.

Share-Based Compensation Expense

The total compensation expense related to all ghased compensation plans was $24.0 million, $&ill8on and $27.9 million for the
years ended December 31, 2009, 2008 and 2007 ctasghe. The income tax benefit related to sl-based compensation expense was $9.6
million, $8.8 million and $11.2 million for the yesaended December 31, 2009, 2008 and 2007. As aérbleer 31, 2009, $32.7 million of
total unrecognized compensation cost related teesha@ased compensation is expected to be recogoizyth weighted-average period of 2.3
years. The total unrecognized sl-based compensation cost to be recognized in fyemieds as of December 31, 2009 does not contider
effect of share-based awards that may be issusghisequent periods.

During the year ended December 31, 2007, the Coynpeaecuted separation agreements with certain mesabenanagement. The
agreements stated that all remaining unvested dfzeed awards previously granted to these indilsdoacame fully vested upon their
separation date. The Company recorded $3.3 mififaestructuring expense to recognize the remainmgested portion of these awards for
the year ended December 31, 2007. In additionCtirapany recorded $0.5 million for the year endeddbaber 31, 2007, of incremental
restructuring expense upon the modification of ¢hewards to reflect their increase in fair valfrthe grant date.

Share-Based Compensation Plans

The Company has one share-based compensationyagabde under which it may grant future awardsgescribed below, and seven
terminated or expired share-based compensatios plager which awards remain outstanding.
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RR Donnelley 2004 Performance Incentive Pl

The 2004 Performance Incentive Plan (the “2004 Pheis approved by shareholders to provide incestiweey employees of the
Company and its subsidiaries. Awards under the ZdB4are generally not restricted to any specdiaf or structure and could include,
without limitation, stock options, stock units, trited stock awards, cash or stock bonuses aio#t sygpreciation rights. There are 17 million
shares of common stock of the Company reservedatibrized for issuance under the 2004 PIP, as éeden

General Terms of Awards

Under various incentive plans, the Company hastgdacertain employees non-qualified stock optioastricted stock units and
performance share units. The Human Resources Coeenaif the Board of Directors has discretion talel&th the terms and conditions for
grants, including the number of shares, vestingragdired service or other performance criterige raximum term of any award under the
2004 PIP is ten years. At December 31, 2009, tivere 5.9 million shares of common stock authorized available for grant under the 2004
PIP.

For all of the Company’s stock options outstandih@ecember 31, 2009, the exercise price of theksiption equals the fair market
value of the Company’s common stock on the optiamgdate. Options generally vest over four yealsss from the date of grant, upon
retirement or upon a change in control of the Camp®ptions granted prior to November 2004 andrdtecember 2006 expire ten years
from the date of grant or five years after the adteetirement, whichever is earlier, while optiagranted between November 2004 and
December 2006 expire five years from the date afigr

The rights granted to the recipient of restrictixtls unit awards generally accrue ratably overéstriction or vesting period, which is
generally four years or less, except that resttisteck units awarded in March 2008 vest 100% erfdhrth anniversary of the grant.
Restricted stock unit awards are subject to farfeiippon termination of employment prior to vestisigbject in some cases to early vesting
upon specified events, including death or permadsatility of the grantee, termination of the gesis employment under certain
circumstances or a change in control of the Compahg Company expenses the cost of restricted stoitlawards based on the fair market
value of the shares at the date of grant ratabdy the period during which the restrictions lapse.

The Company also issues restricted stock unitha®dased compensation for members of the Bodpireftors. Director restricted
stock units granted after January 2009 vest rataiy three years from the date of grant with thpastunity to defer any tranche of vesting
restricted stock units until termination of servarethe Board of Directors. Awards granted betwdsamuary 2008 and January 2009 vest
ratably over three years from the date of grantwaec amended in May 2009 to provide the opporyunitdefer any tranche of vesting
restricted stock units until termination of servaethe Board of Directors. For awards grantedrgaaanuary 2008, one-third of the
restricted stock units vest on the third anniversdithe grant date, and the remaining two-thirfithe restricted stock units vest upon
termination of the holder’s service on the Boardogctors; the holder could also elect to defdiveey of the initial one-third of the
restricted stock units until termination of servarethe Board of Directors. In the event of terrtimaof service on the Board of Directors
prior to a vesting date, all restricted stock umit vest. All awards granted prior to December 2007 are payable in shares of common
stock or cash. In 2009, the option to have awaails ip cash was removed for awards granted in 20@8future years. Awards that may be
paid in cash are classified as liability awards tutheir expected settlement in cash, and aredied in accrued liabilities in the Consolidated
Balance Sheets. Compensation expense for thesdsisaneasured based upon the fair market valtleecdwards at the end of each
reporting period. Awards payable only in sharesctassified as equity awards due to their expeséttiement in common stock.
Compensation expense for these awards is measased hipon the grant date fair value of awards.
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The Company has granted performance share unidav@icertain executive officers. Distributions anthese awards are payable at
the end of the performance period in common stoaash, at the Company’s discretion. Should cegiaifiormance targets be achieved, the
amount payable under these awards could reach 25@8¢ initial award. These awards are subjecbtfefture upon termination of
employment prior to vesting, subject in some casesarly vesting upon specified events, includiegtth or permanent disability of the
grantee, termination of the grantee’s employmeudeurertain circumstances or a change in contrii@fCompany. The Company expenses
the cost of the performance share unit awards doaiséhe fair market value of the awards at the dagrant and assumptiosgrrounding th
achievement of a performance targets, ratably theeperformance period.

Stock Options

The Company granted 1,520,468, 754,000 and 47&@@®& options in the years ended December 31, 28 and 2007,
respectively. The fair value of each stock optioraal is estimated on the date of grant using tlelBEScholes-Merton option pricing model.
The fair value of the stock options was determingidg the following assumptions:

2009 2008 2007
Expected volatility 29.671% 22.7¢% 20.3%
Risk-free interest rat 2.27% 2.9€% 4.52%
Expected life (years 6.25 6.25 7.0C
Expected dividend yiel 3.62% 3.31% 2.85%

The grant date fair value of options granted wad $1$5.63 and $7.84 for the years ended Decenthe20®9, 2008 and 2007,
respectively.

The following table is a summary of the Company0€2 stock option activity:

Weighted
Average
Weighted Remaining
Shares Contractual Aggregate
Under Average Intrinsic Value
Option Exercise Term
(thousands Price (years) (millions)
Outstanding at December 31, 2( 3,624 $ 28.7¢ 5.1 $ 0.7
Granted 1,52( 7.0¢ 9.2
Exercisec (74) 19.7¢
Cancelled/forfeited/expire (902) 32.7C
Outstanding at December 31, 2( 4,16¢ $ 20.17 6.4 $ 26.€
Vested and expected to vest at December 31, 4,16¢ $20.1% 6.4 $ 26.€
Exercisable at December 31, 2( 824 $ 18.0¢ 2.C $ 3.5

The aggregate intrinsic value in the table abopeegents the total pre-tax intrinsic value (théedénce between the Company’s closing
stock price on December 31, 2009 and 2008 andxeise price, multiplied by the number of in-themey options) that would have been
received by the option holders had all option hadd=xercised their options on December 31, 20022808. This amount will change in
future periods based on the fair market value ef@ompany’s stock and the number of options outiétgn Total intrinsic value of options
exercised for the years ended December 31, 2002@0®iwas $0.1 million and $1.0 million, respedive
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Compensation expense recognized related to staaknsdor the years ended December 31, 2009, 2002807 was $2.4 million, $2
million and $2.4 million, respectively. As of Decber 31, 2009, $5.2 million of total unrecognizednp@nsation expense related to stock
options is expected to be recognized over a weigaverage period of 2.3 years.

Cash received from the option exercises as of anthé year ended December 31, 2009, 2008 and\286%1.5 million, $1.8 million
and $95.5 million, respectively. The actual taxdfémealized for the tax deduction from option miges totaled $0.1 million, $0.4 million
and $20.2 million for the years ended Decembe28@9, 2008 and 2007, respectively.

Excess tax benefits on stock option exercises stasafinancing cash inflows as a component in issei@f common stock, net in the
Consolidated Statements of Cash Flows were $0liom#énd $9.6 million for the years ended Decen81er2008 and 2007, respectively.
There were no excess tax benefits on stock optierceses for the year ended December 31, 2009.

Restricted Stock Unit

Nonvested restricted stock unit awards as of Deeer®b, 2009 and 2008, and changes during the yel@deDecember 31, 2009 were
as follows:

Weighted-
Average

Grant

Shares Date
(thousands’ Fair Value
Nonvested at December 31, 2(C 1,79 $ 30.47
Granted 4,20(C 5.8¢
Vested (38%) 32.3¢
Forfeited (139 20.6¢
Nonvested at December 31, 2(C 5,48( $ 11.0¢

Compensation expense recognized related to restritbck units was $21.6 million, $21.3 million é82il.6 million, for the years end
December 31, 2009, 2008 and 2007, respectivelypfAecember 31, 2009, there was $27.5 million ataagnized share-based
compensation expense related to nonvested reststdek unit awards. That cost is expected to begeized over a weighted-average period
of 2.3 years. As of December 31, 2009, approxingdieéd million restricted stock unit awards, withvaighted-average grant date fair value of
$11.08, are expected to vest over a weighted-aegragod of 2.3 years.

Performance Share Unit Award

No performance share unit awards were granted gltinie years ended December 31, 2009 and 2008. dtminyear ended
December 31, 2007, the Company granted performstme unit awards to certain executive officerstifiutions under these awards are
payable at the end of the performance period innsomstock or cash, at the Company’s discretionuhcertain performance targets be
achieved, the amount payable under these awardis lcave reached 250% of the initial award. Theqrentnce period ended December 31,
2009 and the minimum performance targets for thesads were not reached. Therefore, no sharesamaarled pursuant to these units and
the units expired per the terms of the awards.

There was no compensation expense recognizedddtaferformance share unit awards for the yeae@mkecember 31, 2009. During
2008, compensation expense related to the awaadsegkin 2007 was reversed in the amount of $1llBmibecause the Company no longer
expected the required performance targets to be

F-40



Table of Contents

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

achieved. No additional 2008 expense was recofdenhpensation expense recognized related to perfmenshare unit awards for the year
ended December 31, 2007 was $3.9 million.

Board of Directors Award:

At December 31, 2009, 2008 and 2007, approxim&®6,000, 223,000 and 226,000, respectively, résttistock units issued to
directors were outstanding. For the years ende@mber 31, 2009 and 2007, the compensation expenseled for these restricted stock
units was $0.9 million and $2.6 million, respeclyvd-or the year ended December 31, 2008, the Coynpcorded income of $3.0 million
due to declines in the Company’s stock price.

Other Information

Authorized unissued shares or treasury shares magdxd for issuance under the Company’s share-lcasepgensation plan. The
Company intends to use treasury shares of its canstozk to meet the stock requirements of its asvardhe future. During the year ended
December 31, 2008, the Company purchased in the mpeket 10 million shares of its common stock tital cost of $278.8 million. On
October 29, 2008, the Company’s Board of Direcgggroved a new share repurchase program, authgpttzénrepurchase of up to 10 million
shares. As of December 31, 2009, no shares hadreperchased under this program.

Note 18. Preferred Stock

The Company has two million shares of $1.00 pane@referred stock authorized for issuance. ThedofDirectors may divide the
preferred stock into one or more series and fixéakemption, 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 istay, with related service offerings designed tieofustomers complete solutions
for communicating their messages to target audigendee Company'’s reportable segments reflect theagement reporting structure of the
organization and the manner in which the chief afieg decision-maker regularly assesses informdiiodecision-making purposes,
including the allocation of resources. The Comparsggments and their products and service offeangsummarized below:

U.S. Print and Related Services

The U.S. Print and Related Services segment insltieCompany’s U.S. printing operations, managesha integrated platform,
along with related logistics, premedia and printaagement services. This segmemitoducts and related service offerings includgamaes
catalogs, retail inserts, books, directories, fmalprint, direct mail, forms, labels, office pratts, premedia and logistics services.

The U.S. Print and Related Services segment aceddiot approximately 75% of the Company’s consaédanet sales in 2009.

International

The International segment includes the CompanysWs. printing operations in Asia, Europe, Latimérica and Canada.
Additionally, this segment includes the Companyisibess process outsourcing and Global TurnkeytiSoBioperations. Business process
outsourcing provides transactional print and outsiog
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services, statement printing, direct mail and pmiaihagement services through its operations infeyrasia and North America. Global
Turnkey Solutions provides outsourcing capabilitissluding product configuration, customized kigiand order fulfillment for technology,
medical device and other companies around the wrtdigh its operations in Europe, North Americd Asia.

The International segment accounted for approxiln@®% of the Company’s consolidated net sale0ido2

Corporate

Corporate consists of unallocated general and dsftrative activities and associated expenses iffydn part, executive, legal,
finance, information technology, human resourcedain facility costs and LIFO inventory provisiotis addition, certain costs and earnings
of employee benefit plans, primarily componentseif pension and postretirement benefits expenss tithn service cost, are included in
Corporate and not allocated to operating segments.

The Company has disclosed income (loss) from comgnoperations as the primary measure of segnanirgs (loss). This is the
measure of profitability used by the Company’s tbgerating decision-maker and is most consistétit the presentation of profitability
reported within the consolidated financial statetaen

Income (loss
Depreciation
Intersegment from Assets of
Net continuing Continuing and Capital

Total Sales Sales Sales operations Operations Amortization Expenditures
Year ended December 31, 2009
U.S. Print and Related Servic $7464F $ (275 $7,437.( $ 489. $6,317 $ 4222 $ 101.
International 2,477.. (56.7) 2,420.¢ (36.0 2,221.¢ 122.¢ 60.¢
Total operating segmer 9,941.¢ (84.2) 9,857.¢ 453.2 8,539.! 544.¢ 162.:
Corporate(1 — — — (108.9 208.: 34.2 32.7
Total continuing operatior $9941¢ $ (842 $9857¢ $ 344: $8747¢ $ 579.C $ 195.(
Year ended December 31, 20
U.S. Print and Related Servic $8722¢ $ (187 $8,704. $ 708.C $ 7,108 $ 432¢ $ 187«
International 2,937.( (59.6) 2,877.¢ (564.6) 1,975.¢ 166.4 104.
Total operating segmer 11,659.! (78.9) 11,581.¢ 144.: 9,083.¢ 599.: 292
Corporate(1 — — — (184.9 410.< 41.3 30.€
Total continuing operatior $11,659.¢ $ (78.5) $11581.4 $ (40.5) $9494: $ 6406 $ 322«
Year ended December 31, 2007
U.S. Print and Related Servic $8625.. $ (232 $8601¢ $ 823 $7636.¢ $ 4051 $ 307.1
International 3,015.( (29.§) 2,985.: (315.0 3,150.: 161.1 151.7
Total operating segmer 11,640.. (53.0 11,587.: 508.¢ 10,787.( 566.2 458.¢
Corporate(1 — — — (193.9) 1,299. 32.1 23.2
Total continuing operatior $11,640.. $ (63.0) $11587.. $ 315.1 $12,086.° $ 598.% $ 482.(
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(1) Corporate assets consist primarily of the fwitg items at December 31, 2009: fixed assets bf4sfillion and deferred compensation
plan assets of $50.0 million; December 31, 2008h@nd cash equivalents of $60.0 million, bendéih@mssets of $14.3 million,
deferred compensation plan assets of $44.5 milivgstments in affordable housing of $27.4 millad fixed assets of $65.9 million;
and December 31, 2007: cash and cash equivale®89da3 million, benefit plan assets of $833.2 roiili deferred compensation plan
assets of $52.2 million, investments in afforddimesing of $29.5 million and fixed assets of $7mibion.

Restructuring and impairment charges by segmerzGo®, 2008 and 2007 are described in Note 3.

Note 20. Geographic Area and Product Information

The table below presents net sales and long-ligedta by geographic region. The amounts in this differ from the segment data

presented in Note 19 because each operating segmkrtes operations in multiple geographic regjdrased on the Company’s

management reporting structure.

U.S. Europe Asia Other Combined
2009
Net sales $7,647.. $1,063.¢ $470.E $675.¢ $ 9,857.
Long-lived assets(1 2,079.¢ 282.( 169.( 175.1 2,706.(
2008
Net sales $8,938.«  $1,409.¢ $509.7 $723.¢ $11,581.(
Long-lived assets(1 2,345.¢ 276.¢ 180.¢ 153.C 2,956.:
2007
Net sales $8,883.. $1,563.« $457.E $683.C $11,587.
Long-lived assets(1 3,271.: 356.2 156.2 193.7 3,977.:
(1) Includes net property, plant and equipment, prepaitsion cost and other noncurrent as:
2009 2008 2007
Products and services Net Sales Net Sales Net Sales
Magazines, catalogs and retail inst $2,487.’ $ 3,183.° $ 2,879.
Books and directorie 1,979.: 2,165.( 2,465.;
Variable printing 1,454.( 1,553.¢ 1,639.¢
Forms and label 1,105. 1,242.* 1,251.¢
Commercial printing 624. 746.1 797.¢
Financial print 487.¢ 645.7 685.(
Global Turnkey Solution 321.¢ 455.1 468.k
Office products 228.7 271.5 107.7
Print managemet 236.1 201.2 274..
Total products 8,925.. 10,465.( 10,570.(
Logistics service 508.7 667.( 569.¢
Premedia and related servic 160.¢ 178.% 166.4
Business process outsourcing and o 262. 270.¢ 280.¢
Total service: 932.( 1,116.¢ 1,017.:
Total net sale $9,857.« $11,581.( $11,587.
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Note 21. New Accounting Pronouncements

In June 2009, the Financial Accounting Standardsr@¢‘FASB”) issued The FASB Accounting Standardslification and the
Hierarchy of Generally Accepted Accounting Prinep(GAAP) (“Codification”). The Caodification is thengle official source of
authoritative U.S. accounting and reporting stadslapplicable for all nongovernmental entitieshviite exception of guidance issued by the
SEC. The Codification did not change GAAP, but oiged it into an online research system sortechbividual accounting Topics, which
are further divided into Subtopics. The FASB nosuiss new standards in the form of Accounting Statsddpdates. The Codification is
effective for financial statements issued for pasiending after September 15, 2009. The adoptitimeo€odification did not have a material
impact on the Company’s consolidated financial fmsj annual results of operations or cash flows.

In September 2006, the FASB issued Accounting StattsdCodification 820 “Fair Value Measurements Bistlosures” (“ASC 8207),
which was adopted in the first quarter of 2008ffieancial assets and the first quarter of 200fam-financial assets. This Topic clarified the
definition of fair value, established a framewook feasuring fair value and expanded the disclasomefair value measurements. The
adoption of ASC 820 did not have a material imgacthe Company’s consolidated financial positiomual results of operations or cash
flows.

In December 2007, the FASB issued Accounting Stated@odification 805 “Business Combinations” (“A805"), which the
Company adopted as of January 1, 2009. ASC 80meetshe requirement that the acquisition methodogbunting (formerly known as the
purchase method) be used for all business combisatind changed the accounting treatment for oeatajuisition related costs,
restructuring activities, and acquired contingesica&anong other changes. It continued to requirédivtification and recognition of
intangible assets separate from goodwill and wasired to be adopted for acquisitions consummatfiied Becember 31, 2008, with certain
provisions applied to earlier acquisitions. The@oim of ASC 805 did not have a material impacttoe Company’s consolidated financial
position, annual results of operations or cashdléov the year ended December 31, 2009. HoweveICtimpany expects that its adoption
will reduce the Company’s operating earnings oireetdue to required recognition of acquisition agstructuring costs through operating
earnings. The magnitude of this impact will be defsnt on the number, size and nature of acquisitioperiods subsequent to adoption.

In December 2007, the FASB issued Accounting Statsd@odification 810-10-65-1 (“ASC 810-10-65-1")thin the Consolidation
Topic, which amended the accounting for and disel®®f the noncontrolling interest in a subsidiang for the deconsolidation of a
subsidiary. This guidance clarified the definitiamd classification of a noncontrolling interesyised the presentation of noncontrolling
interests in the consolidated income statemerdapbished a single method of accounting for chaig@sparent’s ownership interest in a
subsidiary that does not result in deconsolidatéml required that a parent recognize a gain aritoaet earnings (loss) when a subsidiary is
deconsolidated. It also required expanded dischssiirthe consolidated financial statements thestrty identify and distinguish between the
interests of the parent’s owners and the intedtse noncontrolling owners of a subsidiary. ASID8.0-65-1 was adopted by the Company
as of January 1, 2009 and did not have a matenjahct on the Company’s consolidated financial pmsjtannual results of operations or cash
flows. The required changes in presentation haea beflected in the Consolidated Balance Sheedtei®ents of Operations and Statements
of Cash Flows and in the notes to the Consolidatedncial Statements, where applicable.

In March 2008, the FASB issued Accounting Stand&wadification 815-10-65-1 (“ASC 815-10-65-1"), whiamended the disclosure
requirements for derivative instruments and hedgictgities. Entities are now required to provigdanced disclosures about how and why
an entity uses derivative instruments, how thos&uments are accounted for, and how derivativielingents affect the entity’s statements of
financial position,
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operations or cash flows. ASC 815-10-65-1 was aatbpy the Company during the first quarter of 2806, as reflected in Note 14 to the
Consolidated Financial Statements, did not havagnal impact on the Company’s consolidated fi@nmosition, annual results of
operations or cash flows.

In April 2009, the FASB issued new guidance witthia Business Combinations Subtopic, Accounting &ieas Codification 805-20
(“ASC 805-20"), which the Company adopted as ofuzam 1, 2009. This new guidance amended the Busi@embinations Subtopic to
require that assets acquired and liabilities assima business combination that arise from coetireies be recognized at fair value, if fair
value can be determined during the measuremertddfithe fair value cannot be determined, thetiogiency is recognized at the acquisit
date in accordance with Accounting Standards Ceattifin 450 “Contingencies,” if it meets the crigefor recognition in that guidance. The
adoption of the new guidance within ASC 805-20mtitl have a material impact on the Company’s codat#d financial position, annual
results of operations or cash flows.

In April 2009, the FASB issued new guidance witthia Fair Value Measurements and Disclosures Suhytégcounting Standards
Codification 820-10, which the Company adopted mythe second quarter of 2009. This new guidana@nded the Fair Value
Measurements and Disclosures Subtopic to requsatiures about fair value of financial instrumdatsnterim reporting periods, as well
in annual financial statements. The adoption of¢heew disclosure requirements did not have a rabiepact on the Company’s
consolidated financial position, annual resultgpérations or cash flows.

In May 2009, the FASB issued Accounting Standarddification 855 “Subsequent Events” (“ASC 855”),iaihestablished the
principles for subsequent events and was adoptédeb@€ompany during the second quarter of 2009.ab0option of ASC 855, as reflected in
Note 22 to the Consolidated Financial Statemeimdsnok have a material impact on the Comy’s consolidated financial position, annual
results of operations or cash flows.

In August 2009, the FASB issued Accounting Stanslafddate No. 2009-05 “Measuring Liabilities at Féalue” (“ASU 2009-05"),
which amends the Fair Value Measurements and Bigods Topic by providing additional guidance clanff the measurement of liabilities
at fair value, and was adopted by the Companyarfdhrth quarter of 2009. The adoption of ASU 2@39did not have a material impact on
the Company’s consolidated financial position, amasults of operations or cash flows.

Note 22. Subsequent Events

The Company evaluated and disclosed material subségvents in the accompanying consolidated fiehstatements and footnotes
through February 24, 2010, the date of issuandts éinnual Report on Form 10-K for the year endest&nmber 31, 2009.

On February 23, 2010, the Company announced thatisigned a definitive agreement to acquire Bo&@»., Inc. (“Bowne”) for
approximately $481 million in cash. Bowne, a pravidf shareholder and marketing communication sesyiis headquartered in New York,
New York, and has operations in North America, ha@merica, Europe and Asia. The acquisition is ekge: to close in the second halt
2010 and is subject to customary closing conditiomduding regulatory approval and approval of Besshareholders.
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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 balsimeets of R.R. Donnelley & Sons Company anddiabgs (the “Company”)
as of December 31, 2009 and 2008, and the relatesblidated statements of operations, shareholdgtsty, and cash flows for each of the
three years in the period ended December 31, Z08%se financial statements are the responsibilitied Company’s management. Our
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited 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 tldasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptegused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of R.R. Donnelley &
Sons Company and subsidiaries as of December 89, &@d 2008, and the results of their operationstiaeir cash flows for each of the th
years in the period ended December 31, 2009, ifocmity 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@nited States), the
Company’s internal control over financial reportiag of December 31, 2009, based on the criterébkstted innternal Control—Integrated
Frameworkissued by the Committee of Sponsoring Organizatidriee Treadway Commission and our report datéxzey 24, 2010
expressed an unqualified opinion on the Compamg&rmal control over financial reporting.

/s/ DELOITTE & TOUCHE LLI
Chicago, lllinois
February 24, 2010
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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

2009
Net sales(1 $2,455.¢ $2,355.¢ $2,463.. $2,583. $ 9,857
Income from continuing operations( 87.4 135.( 93.4 28.t 344.:
Net earnings (loss) from continuing operationsiaitable to RF

Donnelley common shareholders 13.¢ 25.2 13.1 (79.5) (27.3)
Net earnings (loss) per diluted share from contigwaperation:

attributable to RR Donnelley common shareholde(&f: 0.07 0.12 0.0€ (0.39) (0.13)
Net earnings (loss) attributable to RR Donnellesnowmn shareholders(. 13.¢ 25.2 13.1 (79.5) (27.9)
Net earnings (loss) per diluted share attributédRR Donnelley

common shareholders(1)( 0.07 0.1z 0.0€ (0.39) (0.13)
Stock price higt 15.1¢ 14.4: 21.71 22.71] 22.71
Stock price low 5.5¢ 8.0¢ 10.41 20.0¢ 5.5¢
Stock price closing pric 7.3 11.62 21.2¢ 22.2i 22.2i
2008
Net sales(1 $2,997.0 $2,923.¢ $2,864.t $2,796. $11,581.1
Income (loss) from continuing operations 269.7 276.¢ 306.4 (893.0 (40.5)
Net earnings (loss) from continuing operationsiaitable to RF

Donnelley common shareholders 182.( 145.1 168.2 (687.0 (191.%)
Net earnings (loss) per diluted share from contigwperation:

attributable to RR Donnelley common shareholde(&f: 0.8t 0.6¢ 0.8C (3.39) (0.97)
Net earnings (loss) attributable to RR Donnellesnown shareholders(: 182.t 146.: 168.2 (686.9) (189.9
Net earnings (loss) per diluted share attributédRR Donnelley

common shareholders(1)( 0.8t 0.6¢ 0.8C (3.39) (0.90
Stock price higt 38.1¢ 33.2¢ 30.0¢ 24.4¢ 38.1¢
Stock price low 28.52 28.8:2 22.72 9.52 9.5
Stock price closing pric 30.31 29.6¢ 24.5: 13.5¢ 13.5¢

Stock prices reflect NASDAQ and New York Stock Eaobe composite quotes.
Dividend Summary
2009 2008 2007 2006 2005

Quarterly rate per common sh: $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

(1) Reflects results of acquired businesses from tlegaiat acquisition date
(2) Full-year amounts do not equal the sum of the quartergarounding and a net loss in the fourth quar®2009 and 200!
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Includes the following significant items:

» For 2009: Restructuring and impairment charges382$7 million (first quarter $54.2 million, secogdarter $48.2 million, third
quarter $131.7 million, fourth quarter $148.6 roifl); $15.6 million of income tax expense due tordmrganization of entities
within the International segment; $13.0 million & loss related to debt extinguishment; $2.4iamllwrite-down of affordable
housing investments; $1.6 million of acquisi-related expense

» For 2008: Restructuring and impairment chargeslof&4.7 million (first quarter $6.9 million, secogdarter $16.2 million, third
quarter $23.4 million, fourth quarter $1,138.2 raitl); $9.9 million pre-tax loss associated withnteration of cross-currency
swaps in the fourth quarter; a tax benefit of $828illion related to the decline in value and reomgation of certain entities
within the International segment in the fourth degra tax benefit of $38.0 million from the recdgmn of uncertain tax positions
upon settlement of certain U.S. federal incomeatadits for the years 20-2002 in the first quarte

Financial Summary

2009 2008 2007 2006 2005

Net sales $9,857 .« $11,581.¢ $11,587.: $9,316.¢ $8,430.:
Net earnings (loss) from continuing operationsiaitable to RF

Donnelley common shareholde (27.9) (191.9) (48.9 402.¢ 95.¢
Net earnings (loss) per diluted share from contigwaperation:

attributable to RR Donnelley common sharehol (0.13) (0.97) (0.2 1.84 0.44
Income (loss) from discontinued operations attdbie to RR

Donnelley common shareholde — 1.8 (0.5 (2.0 41.t
Net earnings (loss) attributable to RR Donnellesnowmn shareholdel (27.9) (189.9) (48.9) 400.¢ 137.1
Net earnings (loss) per diluted share attributédlBR Donnelley

common shareholde (0.13) (0.90 (0.29) 1.8: 0.63
Total asset 8,747.¢ 9,494.¢ 12,086. 9,635.¢ 9,373."
Long-term debr 2,982 3,203.¢ 3,601.¢ 2,358.¢ 2,365.

Reflects results of acquired businesses from tlexaat acquisition dates.

Includes the following significant items:

» For 2009: Pre-tax restructuring and impairment gésiof $382.7 million, $15.6 million of income taxpense due to the
reorganization of entities within the Internatiosagment, a $10.3 million pre-tax loss on the relpases of $640.6 million of
senior notes, reclassification of a pre-tax los$2% million from accumulated other comprehensia®me to investment and
other expense due to the change in the hedgedakisgtinterest payments resulting from the repwelod senior notes, a $2.4
million write-down of affordable housing investments and $1.8ianilof acquisitior-related expense

» For 2008: Pre-tax restructuring and impairment gasiof $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 aufit the years 20(-2002;
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» For 2007: Pr-tax restructuring and impairment charges of $838Ion and a tax benefit of $9.3 milliol

» For 2006: Pre-tax restructuring and impairment gasiof $206.1 million, write-down of investmentsaiifordable housing of
$16.9 million, a gain on sale of investments o0$illion and a tax benefit of $23.5 million; a

» For 2005: Pr-tax restructuring and impairment charges of $418ilBon and acquisitio-related charges of $8.3 millio
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3.1

10.1

10.2

10.c

10.4

10.5

INDEX TO EXHIBITS

Restated Certificate of Incorporation (incorporatgdeference to Exhibit 3.1 to the Company’s QerytReport on Form 10-Q
for the quarter ended June 30, 2007, filed on Augu2007)

By-Laws (incorporated by reference to Exhibit 222iHe Company’s Current Report on Form 8-K dateulidey 8, 2009, filed on
January 13, 200¢

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

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

Indenture dated as of March 10, 2004 between tmep@ay and LaSalle National Bank Association, asfe®i (incorporated by
reference to Exhibit 4.4 to the Company’s Quart&gport on Form 10-Q for the quarter ended MargH2B04, filed on May 10,
2004)

Indenture dated as of May 23, 2005 between the @ognpnd LaSalle Bank National Association, as Beigincorporated 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 betweendhgp@ny and LaSalle Bank National Association, asfee (incorporated by
reference to Exhibit 4.1 to the Comp’s Registration Statement on Fori-3 filed on January 3, 200

Credit Agreement dated January 8, 2007 among tinep@ny, the Banks named therein and Bank of AmeNca,, as
Administrative Agent (incorporated by referencdéetdnibit 99.1 to the Company’s Current Report onfr@&K dated January 22,
2007, filed on January 23, 20C

Amendment No. 1 dated July 14, 2009 to Credit Agrexet dated January 8, 2007 among the Company,ahksthamed therein
and Bank of America, N.A., as Administrative Agéimcorporated by reference to Exhibit 4.7 to theripany’s Quarterly Report
on Form 10-Q for the quarter ended
June 30, 2009, filed on August 5, 20!

Policy on Retirement Benefits, Phantom Stock Grants Stock Options for Directors (incorporated &fgrence to Exhibit 10.1 to
the Company’s Quarterly Report on Form 10-Q fordbarter ended
June 30, 2008, filed on August 6, 200

Non-Employee Director Compensation Plan (incorpordtgdeference to Exhibit 10.2 to the Company’s AdriReport on Form
10-K for the fiscal year ended December 31, 20i02d bn
March 14, 2005)

Amended Non-Employee Director Compensation Plarofiporated by reference to Exhibit 10.3 to the Canys Quarterly
Report on Form 1-Q for the quarter ended June 30, 2007, filed onustg, 2007)*

Amended Non-Employee Director Compensation Plaadiktay 21, 2009 (incorporated by reference to Bxhib.4 to the
Compan’s Quarterly Report on Form -Q for the quarter ended June 30, 2009, filed onust§, 2009)*

Directors’ Deferred Compensation Agreement, as a®efincorporated by reference to Exhibit 10(bth® Company’s Quarterly
Report on Form 1-Q for the quarter endeSeptember 30, 1998, filed on November 12, 19!
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10.6

10.7

10.8

10.9

10.1C

10.11

10.12

10.1¢

10.14

10.1¢

10.1€

10.17

10.1¢

10.1¢

10.2C

Amended and Restated Non-Qualified Deferred CongiarsPlan (incorporated by reference to Exhibi61td the Company’s
Annual Report on Form -K for the fiscal year ended December 31, 2007dfda February 27, 2008

2000 Stock Incentive Plan, as amended (incorpotagadference to Exhibit 10(a) to the Company’s Qeréy Report on Form
1C-Q for the quarter ended September 30, 2003, fileMavember 12, 2003)

2000 Broad-based Stock Incentive Plan, as amendearorated by reference to Exhibit 10(a) to tleempany’s Quarterly
Report on Form 1-Q for the quarter ended September 30, 2003, fireN@vember 12, 2003)

2004 Performance Incentive Plan (incorporated sreace to Exhibit 10.9 to the Company’s Annual &éepn Form 10-K for
the fiscal year ended December 31, 2008, filedelriary 25, 2009)

Amended and Restated R.R. Donnelley & Sons Complarfiynded Supplemental Benefit Plan, as amendedrfiocated by
reference to Exhibit 10(a) to the Company’s QuéytReport on
Form 1(-Q for the quarter ended June 30, 2003, filed on 14&y2003)*

Supplemental Executive Retirement Plan for Desgph&ixecutives—B (incorporated by reference to ExAib.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

2003 Long Term Incentive Plan, as amended (incatpdrby reference to Exhibit 10.12 to the Compafyisual Report on
Form 1(-K for the fiscal year ended December 31, 2008¢ fda February 25, 2009

2000 Inducement Option Grant Agreement (incorparatereference to Exhibit 99.1 to Moore Wallacedmmorated's (formerly
Moore Corporation Limited, Commission file numb-8014) Registration Statement on For-8 filed on February 13, 2003

2003 Inducement Option Grant Agreement (incorparatereference to Exhibit 4.4 to Moore Wallace Irpzoated’s
(Commission file number 1-8014) Registration Staetron Form S-8 filed
September 29, 2003

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 Performance Share Unit Award Agreementéatain executive officers, as amended (incorpdrhtereference to
Exhibit 10.16 to the Company’s Annual Report onrRrdi0-K for the fiscal year ended December 31, 2€@&| on February 25,
2009)*

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, 2008dfida February 25, 2009

Form of Restricted Stock Unit Award Agreement fertain executive officers, as amended (incorporbieceference to Exhibit
10.18 to the Compars Annual Report on Form -K for the fiscal year ended December 31, 2008dfda February 25, 2009

Form of Restricted Stock Unit Award Agreement fertain executive officers, as amended (incorporhteckference to Exhibit
10.19 to the Compars 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 10t@ the Company’s
Annual Report on Form =K for the fiscal year endeDecember 31, 2004, filed on March 14, 200
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10.21

10.22

10.2¢

10.24

10.2¢

10.2¢

10.27

10.2¢

10.2¢

10.3C

10.31

10.32
10.32
12
14

21
23.1
24

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, 2007dfda 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 onust§, 2009)°

Form of Amendment to Director Restricted Stock Uxitards (incorporated by reference to Exhibit 10@#he Company’s
Annual Report on Form K for the fiscal year ended December 31, 2008dfila February 25, 2009

Form of Restricted Stock Unit Award Agreement foedtors (incorporated by reference to Exhibit B&@ 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 CamypgQuarterly Report ¢
Form 1(-Q for the quarter ended June 30, 2009, filed onust§, 2009)*

Amended and Restated Employment Agreement datefidgvember 30, 2008 between the Company and Thdm@sinlan, Il
(incorporated by reference to Exhibit 10.24 to @wmpany’s Annual Report on Form 10-K for the fispaar 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 @wmmpany’s Annual Report on Form 10-K for the fisgaar ended December
31, 2008, filed on February 25, 200¢

Amended and Restated Employment Agreement datefid@vember 28, 2008 between the Company and Dani¢hotts
(incorporated by reference to Exhibit 10.26 to @wmmpany’s Annual Report on Form 10-K for the fisgaar ended December
31, 2008, filed on February 25, 200¢

Amended and Restated Employment Agreement datefiscember 18, 2008 between the Company and SeZnBettman
(incorporated by reference to Exhibit 10.27 to@wmpany’s Annual Report on Form 10-K for the fispaar ended December
31, 2008, filed on February 25, 200¢

Amended and Restated Employment Agreement datefizascember 18, 2008 between the Company and MilellcHugh
(incorporated by reference to Exhibit 10.28 to @wmmpany’s Annual Report on Form 10-K for the fisgaar ended December
31, 2008, filed on February 25, 200¢

Form of Indemnification Agreement for directorsg@mporated by reference to Exhibit. 10.32 to thenfany’s Quarterly Report
on Form 1-Q for the quarter ended September 30, 2005, fileNavember 8, 2005)

Management By Objective Plan (filed herewit
Amended 2009 Management By Obijective Plan (filekWwéh)*
Statements of Computation of Ratio of Earningsii@@ Charges (filed herewitl

Code of Ethics (incorporated by reference to ExHidito the Company’s Annual Report on
Form 1(-K for the fiscal year ended December 31, 2003¢fda March 1, 2004

Subsidiaries of the Company (filed herewi
Consent of Deloitte & Touche LLP (filed herewi

Power of Attorney (filed herewitt
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311

31.2

32.1

32.2

101.INS

101.SCH

101.CAL

101.LAB
101.PRE

Certification by Thomas J. Quinlan Ill, PresidentaChief Executive Officer, required by Rule 134&)4and Rule 15d4(a)
of the Securities Exchange Act of 1934 (filed hate)

Certification by Miles W. McHugh, Executive Vicedaident and Chief Financial Officer, required byérlBa-14(a) and
Rule 15¢-14(a) of the Securities Exchange Act of 1934 (fikedewith)

Certification by Thomas J. Quinlan 1, Presidentla&Chief Executive Officer, required by Rule 13gH)4r 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

Certification by Miles W. McHugh, Executive Vicedaident and Chief Financial Officer, required byeRl8a14(b) or Rule
15d-14(b) of the Securities Exchange Act of 193d Saction 1350 of Chapter 63 of Title 18 of thetddiStates Code (filed
herewith)

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docutr
XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doent

* Management contract or compensatory plan or arraage
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Exhibit 10.32

R.R Donnelley
Management By Objective Plan
(As amended and restated effective January 1, 2010)

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 subsidégrwith incentives to reward and enhance the tieteof eligible employees. Awards are
made depending on the Company'’s financial perfooaamd on how well an eligible employee performeiragf individual objectives that

link to and support RR Donnelley’s strategic anmdhficial priorities.

The Plan is a sub-plan of the R. R. Donnelley &SG@ompany 2004 Performance Incentive Plan (the4Z0@”) and is subject to all of the
performance conditions established pursuant t@@8& PIP and the limitations set forth therein.WVespect to participants who are subject
to Section 162(m) of the Internal Revenue Codenasnded (the “Code™o the extent that any term of the Plan conflici$hvhe terms of tr
2004 PIP, the terms of the 2004 PIP will apply.

The Human Resources Committee of the Board of Birecthe “Committee”) administers the Plan. ThenBattee has authority to establish
rules and regulations for the Plan’s implementatiod administration, including the authority to msp limitations and conditions, with
respect to competitive employment or otherwiset, &ne not inconsistent with the Plan’s purposes.

PARTICIPATION

Eligibility is limited to officers selected by tHeommittee 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 participant’s base
salary as of December 31 of the Plan Year, or stiohr amount as determined by the Committee. Bhisferred to as the “Target Award
Percentage” and will be communicated to eligibldipgants annually. Eligible wages do not inclutisability benefit payments. The “Plan
Year” for any year is the calendar year. The portionnyf arget Award Percentage that is dependent ugloie\'ement of personal objecti
may vary based on the participant’s level in thenpany (the “Personal Objective Percentage”) antlhgilcommunicated to eligible
participants annually.



Subject to the performance conditions establistmetbuthe 2004 PIP and the limitations set forthetime the Company must fund the Plan for
a Plan Year for participants to receive an awardtat Plan Year. The decision whether or not talfthe Plan for a particular Plan Year, as
well as the Plan’s funding level, is made by thenGuottee in its sole discretion. Plan funding demisi are made after the completion of the
Plan Year based upon the Company’s financial perémice and other relevant facts and circumstanceéstasmined by the Committee.

If the Company funds the Plan, then awards wilidaele based upon the Plan’s funding level and thejpant’'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 theigigdnt's Target Award Percentage to be paid osetlaipon the participant’s Personal
Objective Percentage, achievement of personal tvgscand the Plan’s funding level, and such pesgas 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), depgnghion the Plan’s funding level, the participafé&rsonal Objective Percentage and
achievement of the participant’s personal objestive

Example 1. Assume the following:
e Susal’s base salary is $200,0
e Her Target Award Percentage is 5!
» Her Personal Objective Percentage is
» She achieves all of her personal object
* The Plan funding level for the year is 10!
* The Committee determines that SU's award should not be subject to any adjustn

Susan’s award for the Plan Year would be $100,68@ulated as follows:
» $200,000 base salary x 50% Target Award Percentd@®% Plan funding = $100,000 max potential av
* 50% Personal Objective Percentage x $100,000 mexapal award = $50,0C
* +$50,000 (50% not dependent personal objective aehiewnt)
» =$100,000 actual awal

Example 2 Same facts as 1 except that, due to the Compéngiscial performance, the Plan funding level @8brather than 100%.

Susan’s award would be $50,000, calculated asvistio
» $200,000 base salary x 50% Target Award Percent&@®«Plan funding = $50,000 max potential an
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» 50% Personal Objective Percentage x $50,000 manpat award = $25,0C
* +$25,000 ( 50% not dependent on personal objectiieeaement
¢ =$50,000 actual awar

Example 3 Same facts as 1 except that Susan only achi&%® her personal objectives.

Susan’s award would be $62,500, calculated asvistio
» $200,000 base salary x 50% Target Award Percentd@®% Plan funding = $100,000 max potential av
* 50% Personal Objective Percentage x $100,000 mexapal award = $50,0C
* X 25% personal objective achievement = $12,
* +$50,000 (50% not dependent on personal objectiveeaeiment)
» =$62,500 actual awar

PERSONAL OBJECTIVES

Personal objectives are established for each gaatiteach Plan Year to link and support RR Domy&lstrategic and financial priorities. A
participant’s personal objectives are determinexhgaar 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 TargebAdWPercentage that is dependent upon
achievement of personal objectives may vary basati® participans level in the Company and will be communicatedligible participant:
annually. The Committee’s determination of whethgarticipant has attained, in whole or in par, 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 trmr@nittee has certified the achievement of perforreagoals under the 2004 PIP and the
Plan funding decisions and personal performancesurements have been made. Except as otherwiselptblierein or by the Committee at
the time the target awards for a Plan Year areohied, any award to be paid under the Plan sleglidid to recipients within 2 2/months
after the end of the Plan Year (i.e., by March Eoparticipant must be on the payroll of the Compas of the scheduled payment date to
receive an award. Special provisions apply togeirand in the case of a participant’s death aatili/. (Please refer to the Changes in
Employment Status section of this document forildgt



The Committee has discretionary authority to inseear decrease the amount of the award otherwisgbfeif it determines that an
adjustment is appropriate to better reflect theaqgterformance of the Company and/or the partitigarovided, however, that the Commi
may not increase the amount of the award payaldeperson who is a “covered employee,” as defineBieiction 162(m) of the Code, to an
amount in excess of the amount earned under th& R0® The Committee also has discretionary authtoireduce the amount of the award
otherwise payable if it determines that the pgrtiot engaged in misconduct.

BENEFITS AND TAX TREATMENT
Award payments are subject to applicable deductioefiding 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 corporatendutie 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 Yawll be eligible to participate in the Managen®@ynObjective Plan in the year of
hire if designated. Eligible employees hired afeptember 30 of the Plan Year shall not be eligibleegin participation in the Plan
until the following year, except for those who rieeeapproval for participation from the Company'ki€f Human Resources Officer.

C. RETIREMENT, DEATH or DISABILITY

A participant’s retirement*, death, or Disabilitytturing a Plan Year or prior to the payment datémneit disqualify a participant from
eligibility to receive any award that otherwise wibbe due under the Plan.

4



For purposes of the Plan, “retiremegg&nerally means (i) retirement at age 65, or €iirement at or after age 55 with 5 or more yeé#
continuous service

For purposes of the Plan, “Disability” meansalidlity as defined as in the Company’s long-tersadility policy as in effect at the time
of the participar’s disability.

*%

D. OTHER TERMINATION

If participant’s employment terminates for reasotieer than retirement (as defined above), deatbjsability (as defined above) prior
to the scheduled payment date, no award shall bz

ADMINISTRATION

The Committee has full discretionary authority timénister the Plan, including the authority to detme the performance achievement
attained under the Plan. The Committee may deldégatembers of RR Donnelley’s management the aityhtoradminister the Plan and
determine performance under the Plan.

RR Donnelley retains the right to amend or ternanthe Plan at any time.

Questions regarding the Plan should be directélde@orporate Compensation Department.
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Exhibit 10.33

R.R Donnelley
Management By Objective Plan
(As amended effective January 1, 2009)

OVERVIEW

The RR Donnelley Management By Objective Plan {fMManagement By Objective Plan” or the “Plan”) issdmed to promote the growth
and profitability of RR Donnelley and its subsidégrwith incentives to reward and enhance the tietenf eligible employees. Awards are
made depending on the Company'’s financial perfooaamd on how well an eligible employee performeiragf individual objectives that

link to and support RR Donnelley’s strategic andhficial priorities.

The Plan is a sub-plan of the R. R. Donnelley &sSG@ompany 2004 Performance Incentive Plan (the4Z0@”) and is subject to all of the
performance conditions established pursuant t@@8& PIP and the limitations set forth therein.WVespect to participants who are subject
to Section 162(m) of the Internal Revenue Codenasnded (the “Code™p the extent that any term of the Plan conflici$hwhe terms of tr
2004 PIP, the terms of the 2004 PIP will apply.

The Human Resources Committee of the Board of Birecthe “Committee”) administers the Plan. ThenBattee has authority to establish
rules and regulations for the Plan’s implementatiod administration, including the authority to msp limitations and conditions, with
respect to competitive employment or otherwiset, &ne not inconsistent with the Plan’s purposes.

PARTICIPATION

Eligibility is limited to officers selected by tHeommittee 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 participant’s base
salary as of December 31 of the Plan Year, or stiohr amount as determined by the Committee. Bhisferred to as the “Target Award
Percentage” and will be communicated to eligibldipgants annually. Eligible wages do not inclutisability benefit payments. The “Plan
Year” for any year is the calendar year.

Subject to the performance conditions establismetbuthe 2004 PIP and the limitations set fortieime the Company must fund the Plan for
a Plan Year for participants to receive an awardifat Plan Year. The decision whether or not talfthe Plan for a particular Plan Year, as
well as the Plan’s funding level, is made by then@uottee in its sole discretion. Plan funding demisi are made after the completion of the
Plan Year based upon the Company’s financial perémice and other relevant facts and circumstancdstasmined by the Committee.

If the Company funds the Plan, then awards willizele based upon the Plan’s funding level and thejpant’'s achievement of his or her
personal objectives, up to 100% of the particigairget Award Percentage. The Committee will deitee the percentage of the
participant’'s Target Award Percentage to be paichased upon achievement of personal objectiveshanBlan’s funding level, and such
percentages will be communicated to the participant

Any actual award made under the Management By @bgePlan can range from 0% to 100% of the TargedAl Percentage, depending
upon the Plan’s funding level and achievement efgéarticipant’s personal objectives.

Example 1. Susan’s base salary is $200,000, hgeTaward Percentage is 50%, she achieves allrgbdrsonal objectives, the Plan funding
level for the year is 100%, and the Committee deirges that Susan’s award should not be subjeatyt@djustments. Susan’s award for the
Plan Year would be $100,000 ($200,000 base sal&9% full Target Award Percentage X 100% Plan fagli



Example 2. Same facts as 1 except that, due tGdhgpany’s financial performance, the Plan fundigl is 50% rather than 100%. Susan’s
award would be $50,000 ($200,000 base salary X &¥%d percentage X 50% Plan funding).

Example 3. Same facts as 1 except that Susan deesmeve all of her personal objectives, resultingn award percentage of 25%, which is
less than her Target Award Percentage of 50%. Suammrd would be $50,000 ($200,000 base salar$% award percentage X 100% Plan
funding).

PERSONAL OBJECTIVES

Personal objectives are established for each gaatiteach Plan Year to link and support RR Domy&lstrategic and financial priorities. A
participant’s personal objectives are determinexhgaar 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 Committee’s determinatfoihether a participant has attained, in
whole or in part, the participant’s personal olijexg for a Plan Year, shall be final and binding.

AWARD AMOUNT AND PAYMENT

Awards are paid following the Plan Year after tr@r@nittee has certified the achievement of perforreagoals under the 2004 PIP and the
Plan funding decisions and personal performancesunements have been made. Except as otherwisaptbhierein or by the Committee at
the time the target awards for a Plan Year areaohtied, any award to be paid under the Plan slegfidid to recipients within 2 2/months
after the end of the Plan Year (i.e., by March 15).

Notwithstanding the foregoing, any awards for tB@2Plan Year will be paid in four equal (25%) aalnunstallments, with the firs
installment paid in 2010 and the last in 2013.doteinstance, the installment will be paid during first two and a half months of the
calendar year. However, if the total 2009 awardapég/to a participant is less than $500, it willdaéd in full by March 15, 2010. Special
provisions apply to retirees and in the case drtiggpant’s death or Disabilitf{Please refer to the Changes in Employment Staicisos of
this document for detailsThe Committee has discretionary authority to insesar decrease the amount of the award otherwjssbfmif it
determines that an adjustment is appropriate tetbedflect the actual performance of the Compard/a the participant; provided, however,
that the Committee may not increase the amourtefitvard payable to a person who is a “covered@mapl” as defined in Section 162(m)
of the Code, to an amount in excess of the amaamied under the 2004 PIP. The Committee also Isasatiionary authority to reduce the
amount of the award otherwise payable if it deteggithat the participant engaged in misconduct.

BENEFITS AND TAX TREATMENT
Award payments are subject to applicable deductioefiding social security taxes and federal gpopliaable state and local income tax
withholding.

The treatment of award payments as compensatigoufposes of other RR Donnelley employee benefitsspis 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 corporatendutie 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 Yl be eligible to participate in the Managen®@yniObjective 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 rieeeapproval for participation from the Companyki€f Human Resources Officer.

C.RETIREMENT, DEATH or DISABILITY

A participant’s retirement*, death, or Disabilitytturing a Plan Year will not disqualify a participgdrom eligibility to receive any
award that otherwise would be due under the Plartidipants who are granted an award for any PlaarYor which awards are being
paid in installments but who retire before the fi



installment is paid will receive payments on thmeachedule as active employees. Participants wehgranted an award for any Plan
Year for which the awards are being paid in instalhits but who die or who become Disabled beforditia¢ installment is paid will
receive payment of the balance of the award imglsilump sum payable to the participant or hikarestate.

* For purposes of the Plan, “retiremegg&nerally means (i) retirement at age 65, or €iirement at or after age 55 with 5 or more yeé#
continuous service
**  For purposes of the Pla“Disability” means

1. the Participant is unable to engage in any salisi gainful activity by reason of any medicallgterminable physical or mental
impairment that can be expected to result in deattan be expected to last for a continuous pexfowt less than 12 months;

2. the Participant, by reason of any medically aeieable physical or mental impairment that carekgected to result in death or
to last for a continuous period of not less thanmishths, is receiving income replacement bendfitafperiod of not less than 3
months under the Company’s group accident andthpkdn; or

3. the Participant is determined to be disablethbySocial Security Administration.

ADMINISTRATION

The Committee has full discretionary authority timénister the Plan, including the authority to detme the performance achievement
attained under the Plan. The Committee may deldégatembers of RR Donnelley’s management the aityttoradminister the Plan and
determine performance under the Plan.

RR Donnelley retains the right to amend or tern@rthe Plan at any time.

Questions regarding the Plan should be directélde@orporate Compensation Department.



Exhibit 12

RR Donnelley & Sons Company
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES
(in thousands, except ratios)

Years ended December 31,

2009 2008 2007 2006 2005 2004
Earnings available for fixed charge
Earnings (loss) from continuing operations befomme taxes,
noncontrolling interests, and cumulative effectlénge in accountil
principle $93.1 $(269.7 $91.4 $601.2 $331.6 $356.¢
Less: Equity (income) loss of minor-owned companie 0.3 — — 0.3 0.€ (0.6)
Add: Dividends received from investees under thgtgagnethod — — — — — —
Less: (Income) loss attributable to -controlling interest: (5.9 6.3 3.3 2.7 1.2 0.7
Add: Fixed charges before capitalized inte 305.¢ 299.( 299.¢ 183.¢ 149.4 119.
Add: Amortization of capitalized intere 4.3 5.0 5.5 4.2 6.1 6.8
Total earnings available for fixed char $396.6 $ 28.4 $393.2 $786.F $489.1 $483.]
Fixed charges
Interest expens $234.€ $226.« $227.% $139.C $110.7 $ 85.C
Interest portion of rental expen 71.C 72.€ 72.2 44 .4 38.7 33.k
Total fixed charges before capitalized intel 305.¢ 299.C 299.¢ 183.¢ 149.¢ 119.¢
Capitalized interes 1.7 2.5 3.4 4.7 6.C 2.2
Total fixed charge $307.2 $301.f $303.C $188.1 $155./ $121.¢

Ratio of earnings to fixed charg 1.2¢€ 0.0¢ 1.3C 4.1¢ 3.1 3.91




Subsidiaries

Entity Name
Anthology, Inc.

Asia Printers Group Limite

Astron Lasercom S,

Banta Corporatiol

Banta Europe B\

Banta Global Turnkey (Shenzhen) Co., L
Banta Global Turnkey (Singapore) PTE L
Banta Global Turnkey B!

Banta Global Turnkey Ki

Banta Global Turnkey Limite

Banta Global Turnkey Ltc

Banta Global Turnkey Ltc

Banta Global Turnkey, Ltc

Banta Global Turnkey, s.r.

Banta Integrated Mec-Cambridge, Inc
Beijing Donnelley Printing Co., Ltc
BGT-US LLC

Brightime Ventures Limite:

Business Systems Bureau Limit
Cardinal Brands Azteca S.A. de C
Cardinal Brands Canada Limiti
Cardinal Brands de Mexico S.A. de C
Cardinal Brands Fabricacion S.A. de C
Cardinal Brands Matamoros S.A. de C
Caslon Incorporate

Check Printers, Inc

Confort & Company, Inc

Critical Mail Continuity Services Limite
Data Entry Holdings Limited (Jerse
Data Entry International Limited (Cypru
Data Entry International Limite—Sri Lankan Brancl
DEI Group Limited

Devonshire Appointments Limite
Devonshire Gmbt

Devonshire Recruitment Holdings Limit
Devonshire Sp. z o.

Exhibit 21

Domestic Juris
Delaware
Cayman Island
Switzerland
Wisconsin
Netherland:
China
Singapore
Netherland:
Hungary

Hong Kong
Texas

Ireland

United Kingdom
Czech Republi
Massachuseti
Beijing
Wisconsin
Cayman Island
United Kingdom
Mexico
Federally Chartere
Mexico

Mexico

Mexico
Delaware
Delaware

New York
Wales
Channel Island
Cyprus

Sri Lanka
England
England
Germany
England
Poland



Dongguan Donnelley Printing Co., LI
Donnelley Cochrane Grafica Editora Do Brasil Lt
e-doc Group Pension Scheme Trustee Lim
edotech Trustee Company Limit

Heritage Preservation Corporati

Impresora Donneco Internacional, S. de R.L. de 1
Impresores R.R. Donnelley Limitai
Inversiones Moore, C./

Inversora Dirkon S.A

Kadocourt Limitec

King Yip (Dongguan) Printing & Packaging FactondL
King Yip Packaging (China) Limite

Lasercom (UK) Limitec

Lasercom Holdings Limite

LLC “R.R. Donnelle”

Moore (St. Lucia) Ltc

Moore Business Forms Holdings UK Limit
Moore Business Forms Limite

Moore Business Forms Pension Trustees UK
Moore Canada Corporatic

Moore Chile, S.A

Moore de Venezuela S

Moore Holdings USA LLC

Moore IMS BV

Moore International B.V

Moore North America Finance, In

Moore Paragon (Caribbean) Limit

Moore Response Marketing B

Moore Response Marketing BVB

Moore Response Marketing Gmt

Moore Response Marketing L

Moore Response Marketing S/

Moore Trinidad Ltc

Moore Wallace North America, In

Noble World Printing (Holdings BVI) Limite:
OfficeTiger BV

OfficeTiger Global Real Estate Services |

China

Brazil

England
England

South Carolin:
Mexico

Chile
Venezuele
Uruguay
England

China

British Virgin Islands
England
England
Moscow

St. Lucia
United Kingdom
United Kingdom
United Kingdom
Nova Scotie
Chile
Venezuele
Delaware
Netherland:
Netherland:
Delaware
Barbados
Netherland:
Belgium
Germany
United Kingdom
France

Trinidad
Delaware
British Virgin Islands
Netherland:
Delaware



OfficeTiger Holdings Inc
OfficeTiger Lanka Private Limite
OfficeTiger LLC

OfficeTiger Philippines Corporatic

D

DIXIDIIDIXADDIDIDDIDIDADDIDOADDDD

AOVOVOVOOVOOVOVOOVO00O0O0O0O0O0DOO00O0O0O0D0OVDOO0O00DO0DODIOD0D

. Donnelley (Chile) Holdings, In

. Donnelley (Europe) Limite

. Donnelley (Mauritius) Holdings LT

. Donnelley (Santiago) Holdings, It

. Donnelley (U.K.) Directory Limite

. Donnelley (U.K.) Limite«

. Donnelley Argentina, S./

. Donnelley Asia Printing Solutions Limit

. Donnelley BSL Limites

. Donnelley Business Communication Servicesitieick
. Donnelley Business Process Outsourcing Loh
. Donnelley Chile Limitad

. Donnelley Comercializadora S. de R.L. de (

. 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)tgkh
. Donnelley Document Solutions E

. Donnelley Document Solutions BVE

. Donnelley Document Solutions S

. Donnelley Document Solutions S,

. Donnelley Document Solutions Sp. z.i

. Donnelley Document Solutions

. Donnelley El Salvador, S.A. de C

. Donnelley Europe B.\

. Donnelley Europe Sp. z ¢

. Donnelley Financial Asia Limite

. Donnelley Global Document Solutions Limi

Delaware
Sri Lanka
Delaware
Philippines
Delaware
Delaware
Mauritius
Delaware
United Kingdom
United Kingdom
Argentina
Hong Kong
England
England
England
Chile
Mexico
Costa Rice
Guatemal:
Honduras
Mexico
Frankfurt/Main
Austria
Germany
Ireland
Switzerland
Netherland:
Belgium
Spain
France
Poland
Italy

El Salvadol
Netherland:
Poland
Hong Kong
England



R. R. Donnelley Global Turnkey Solutions Poland, £p.o
R. R. Donnelley Global, In

R. R. Donnelley Holdings C.\

R. R. Donnelley Holdings Mexico, S. de R.L. de C
R. R. Donnelley Hungary Printing and Trading Limditeiability Company
R. R. Donnelley Imprimerie Nationale S/
R. R. Donnelley Kielce S.A. w likwidac
R. R. Donnelley Latin America L.L.C
R. R. Donnelley Limitec

R. R. Donnelley Luxembourg SAR
R. R. Donnelley Moore Editora e Grafica Lt
R. R. Donnelley Nova Scotia Compa
R. R. Donnelley O-Line Limited

R. R. Donnelley Poland Sp. z ¢

R. R. Donnelley Print & Media Services Limit

R. R. Donnelley Printing (France) SAF

R. R. Donnelley Printing Compai

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 HOLDINGS HOLANDA LIMITADA
R.R. DONNELLEY INVERSIONES HOLANDA LIMITADA
R.R. DONNELLEY OPERACIONES, S. DE R.L. DE C.
Roman Financial Press (Holdings) Limit

RR Donnelley Servicios, S.A. de C.

RR Donnelley (Hong Kong) Limite

RR Donnelley (Shanghai) Commerical Co., L

RR Donnelley Finland O

RR Donnelley Global Business Process Outsourcingted
RR Donnelley Global Business Processing OutsoureldgL
RR Donnelley Global Document Solutions Group Lirdi

RR Donnelley Holdings Venezuela, S

RR Donnelley India Outsource Private Limit

RR Donnelley Printing S.R.1

Poland
Delaware
Netherland:
Mexico
Hungary
France
Poland
Delaware
United Kingdom
Luxembourg
Brazil

Nova Scotie
England
Poland
England
France
Delaware
India
Nevadas
Hong Kong
Poland
Puerto Ricc
Netherland:
Chile

Chile
Mexico

British Virgin Islands

Mexico

Hong Kong
China

Finland
England

France

United Kingdom
Venezuele
Chennai
Romaniza



RRD BPO Holdings Limite«

RRD Dutch Holdco, Inc

RRD GDS Holdings (Europe) Limite
RRD GDS Limited

RRD Holdco LLC

RRD PM Holdings Limitec

RRD SSC Europe BVB;

Satellite Press Limite

Shanghai Donnelley PreMedia Technology Co.,
Sierra Industrial S. de R.L. de C.
South China Printing (Holdings) Lt
South China Printing Company Limit
Turnkey Services Holding Corporati
Valiant Packaging (Holdings) Limite
Von Hoffmann Corporatio

Von Hoffmann Holdings Inc

England
Delaware
England

United Kingdom
Delaware
England
Belgium
England
Shangha
Mexico
Cayman Island
Hong Kong
Wisconsin
British Virgin Islands
Delaware
Delaware



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegjion Statement Nos. 333-87430, 333-55788,&38t4, 333-37042, 333-80995, 333-
113258, 333-113260, and 333-159393 on Form S-8Ramiktration Statement No. 333-162931 on Forghdb-our reports dated February
2010, relating to the consolidated financial stasts of R.R. Donnelley & Sons and subsidiaries {@@mpany”)and the effectiveness of t
Company’s internal control over financial reportiagpearing in this Annual Report on Form 10-K dRRDonnelley & Sons Company for
the year ended December 31, 2009.

/s/ DELOITTE & TOUCHE LLF
Chicago, lllinois
February 24, 2010



Exhibit 24
POWER OF ATTORNEY

KNOW ALL BY THESE PRESENTS, that each person whsig@ature appears below constitutes and appoirgarbe S. Bettman,
Andrew B. Coxhead and Miles W. McHugh, or any @rth his or her true and lawful attorney-in-fact aigeéint, with full power of
substitution and resubstitution, in any and allagafies, to sign the Annual Report on Form 10-KRdR. Donnelley & Sons Company for its
fiscal year ended December 31, 2009 and any arasrehdments thereto, and to file the same witbxdilbits thereto, and other document
connection therewith, with the Securities and ExggaCommission, granting unto said attorney-in-fat agent full power and authority to
do and perform each and every act and thing requasid necessary to be done in and about the mrgnais fully to all intents and purpose
he or she might or could do in person, herebyyiatif and confirming all that said attorney-in-factd agent, or her substitute, may lawfully
do or cause to be done by virtue hereof. This P@ivéttorney shall be effective from the date oniethit is signed until June 30, 2010.

/sl Lee A. Chaden /s/ John C. Pope
Lee A. Chadel John C. Pop

/s/ Michael T. Riordan
E.V. “Rick” Goings Michael T. Riordar
/s/ Judith H. Hamilton /sl Oliver R. Sockwell
Judith H. Hamiltor Oliver R. Sockwel
/sl Susan M. Ivey /sl Stephen W. Wolf
Susan M. lvey Stephen W. Wol

/sl Thomas S. Johnson
Thomas S. Johnsc




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 notatoriny untrue statement of a material fact or donéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemeamd,other financial information included in thisnaial report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
report;

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

(@) designed such disclosure controls and procedareaused such disclosure controls and procedaoiee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) designed such internal control over financggarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) evaluated the effectiveness of the registratisslosure controls and procedures and presentiisi report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

(d) disclosed in this report any change in thestegit's internal control over financial reportitit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over the financial reportinggd:

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
function):

() all significant deficiencies and material weegses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial 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 24, 2010

/s/  THomMmAsJ. 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, Miles W. McHugh, 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 notatoriny untrue statement of a material fact or donéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statemeamd,other financial information included in thisnaial report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
report;

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act Rules
13e15(f) and 15-15(f)) for the registrant and hav

(@) designed such disclosure controls and procedareaused such disclosure controls and procedaoiee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this quarterly report Eitg preparec

(b) designed such internal control over financggarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) evaluated the effectiveness of the registratisslosure controls and procedures and presentiisi report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

(d) disclosed in this report any change in thestegit's internal control over financial reportitit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over the financial reportinggd:

The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
function):

() all significant deficiencies and material weegses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial 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 24, 2010

/sl MiLEsW. M cH ucH

Miles W. McHugh
Executive Vice President and Chief Financial Office




EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

CERTIFICATION PURSUANT TO RULE 13a-14(a) AND RULE 15d-14(a)
SECTION 1350, CHAPTER 63 OF TITLE 18
OF THE UNITED STATES CODE,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of R. R. Dollee& Sons Company (the “Company”) on Form 10-K fioe period ending
December 31, 2009 as filed with the SecuritiesExcthange Commission on the date hereof (the “R8parThomas J. Quinlan, Ill,
President and Chief Executive Officer of the Compaertify, pursuant to 18 U.S.C. § 1350, as adbptarsuant to § 906 of the Sarbanes-
Oxley Act of 2002, that:

(1) The Report fully complies with the requirementseéttion 13(a) or 15(d) of the Securities Exchangeof 1934; anc
(2) The information contained in the Report faphesents, in all material respects, the finan@abition and results of operations of
the Company

February 24, 2010 /s/ THoMASJ. QUINLAN , IlI

Thomas J. Quinlan, Il
President and Chief Executive Officer




EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

CERTIFICATION PURSUANT TO RULE 13a-14(a) AND RULE 15d-14(a)
SECTION 1350, CHAPTER 63 OF TITLE 18
OF THE UNITED STATES CODE,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of R. R. Dolee& Sons Company (the “Company”) on Form 10-K fioe period ending
December 31, 2009 as filed with the SecuritiesExchange Commission on the date hereof (the “R8parMiles W. McHugh, Executive
Vice President and Chief Financial Officer of then@pany, certify, pursuant to 18 U.S.C. § 1350,dupted pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementseéttion 13(a) or 15(d) of the Securities Exchangeof 1934; anc

(2) The information contained in the Report faphesents, in all material respects, the finan@abition and results of operations of
the Company

February 24, 2010 /s/ MiLEsW. M cH uGH

Miles W. McHugh
Executive Vice President and Chief Financial Office




