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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 146 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 December 31, 2010, the Company acquired theésass8touches, an online provider of easy-to-oséstthat allow real estate
associates, brokers, Multiple Listing Service (MlaSgociations and other marketers to create custohciommunications materials.
8touches’ operations are located in Sealy, Texddratuded in the U.S. Print and Related Servieggrsent.

On December 14, 2010, the Company acquired thesassNimblefish Technologies (“Nimblefish”), a prider of multi-channel
marketing services to leading retail, technologle¢ommunications, hospitality and other custonmtezadquarted in San Francisco,
California. Nimblefish’s operations are includediire U.S. Print and Related Services segment.

On November 24, 2010, the Company acquired Bow@on& Inc. (“Bowne”), a provider of shareholder andrketing communication
services headquartered in New York, New York, witterations in North America, Latin America, Eur@al Asia. Bowne's operations are
included in both the U.S. Print and Related Ses/aned International segments.

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 as6BROSA, a web printing company located in Sgutjahile. 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 Lim@erations are included in the U.S. Print and Rel&ervices segment.

Segment description

The Company operates primarily in the commercimtgrortion of the printing industry, with relatgdoduct and service offerings
designed to offer customers complete solutiongdonmunicating 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 insltitkeCompany’s U.S. printing operations, manageahe integrated platform,
along with related logistics, premedia and prinhagement services. This segment’s
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products and related service offerings include rnimgs, catalogs, retail inserts, books, directofieancial printing and related services,
direct mail, forms, labels, office products, stagemprinting, premedia and logistics services.

The U.S. Print and Related Services segment aceddot approximately 75% of the Company’s consdédanet sales in 2010.

International

The International segment includes the Companyscs. printing operations in Asia, Europe, Latimérica and Canada. This
segment’s products and related service offeringsitte magazine, catalogs, retail inserts, boolectliries, financial printing and related
services, forms, labels, premedia and logisticeises. Additionally, this segment includes the Camygs business process outsourcing and
Global Turnkey Solutions operations. Business msautsourcing provides transactional print andawting services, statement printing,
direct mail and print management services throtgbperations in Europe, Asia and North Americab@l Turnkey Solutions provides
outsourcing capabilities including product configtion, customized kitting and order fulfillment fiachnology, medical device and other
companies around the world through its operatiartsurope, North America and Asia.

The International segment accounted for approxilp@®% of the Company’s consolidated net sales0ih02

Corporate

Corporate consists of unallocated general and dsitrative activities and associated expenses iffydn part, executive, legal,
finance, information technology, human resourcedain facility costs and LIFO inventory provisiohs 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 theggmsents is included in Item Kjanagement’s Discussion and Analysis of Financial
Condition and Results of Operatiomsid in Note 185egment Informationo the Consolidated Financial Statements. Additiarfarmation
related to the Company’s International operatiensc¢luded in Note 193eographic Area and Product Informatidn,the Consolidated
Financial Statements.

Competition and strategy

The print and related services industry, in genexaitinues to have excess capacity and remaimgyltgmpetitive. 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 speoitds of customers. The excess capacity
created by declines in industry volumes duringrédeession has resulted in intensified price cortipatin most product lines. Management
expects that prices for the Company’s productssandices will continue to be a focal point for @meers in coming years. The Company
believes it needs to continue to lower its costaitire and differentiate its products and serviterimgs.

Technological changes, including the electronitridistion of documents and data, online distribmtésd hosting of media content,
advances in digital printing, print-on-demand aninet 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 rfighhat to the right audiences at the right time nisigement
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believes that with the Company’s competitive stthagincluding its broad range of complementamtprélated services, strong logistics
capabilities, technology leadership, depth of manaant experience, customer relationships and edesarhscale, the Company has
developed and can further develop valuable, difféated solutions for its customers. The Comparmkséo leverage its unified platform and
strong customer relationships in order to senar@elr share of its customers’ print and relatedises needs. The Company also believes that
its strong financial condition is important to austers focused on establishing or growing long-tegtationships with a stable provider of

print and related services. Especially in an urderconomic environment, the Company’s finandi@gth is seen as a competitive
advantage. The Company has made targeted acqussitiat offer customers greater capacity and flgyiland further secure the Company’s
position as a leader in the industry.

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 ehteith or devalued the role of many traditional pdpens. Electronic substitution has
continued to accelerate in directory printing imtghiven 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. However,
management does expect to see lower long-term grovmgrint book volume as e-book penetration cardgto expand. The future impact of
technology on the Company’s business is diffionlptedict and could result in additional expendituto restructure impacted operations or
develop new technologies.

The Company has implemented a number of stratediatives to reduce its overall cost structure androve efficiency, including the
restructuring, reorganization and integration ofi@pions and streamlining of administrative andosuipactivities. Future cost reduction
initiatives could include the reorganization of c@ns and the consolidation of facilities. Impkemting such initiatives might result in future
restructuring or impairment charges, which may ldestantial. Management also reviews the Compapkerations and management struc
on a regular basis to balance appropriate riskppdrtunities to maximize efficiencies and to sapphe Company’s long-term strategic
goals. In addition, the acquisition of Bowne witirtinue to result in additional restructuring chesg

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 aaklvolumes. This typical seasonal pattern camipacted by overall trends in the U.S. and
world economy. The seasonal pattern in 2010 wé#sénwith historical trends.

Raw materials

The primary raw materials the Company uses inrits pusinesses are paper and ink. The Companytiaggpwith leading suppliers to
maximize its purchasing efficiencies and uses a&watiety of paper grades, formats, ink formulatiand colors. In addition, a substantial
amount of paper used by the Company is supplieztiirby customers. Variations in the cost and suppcertain paper grades used in the
manufacturing process may affect the Company’salaeted financial results. Recent strengtheningaafnomic conditions, combined with
paper industry capacity reductions, have causeg®itd increase in 2010, and increases in futuaesyare expected. Generally, customers
directly absorb the impact of changing prices ost@mer-supplied paper. With respect to paper psathay the Company, the Company has
historically passed substantially all increases@exteases through to its customers. Contractiegements and industry practice should
support the Company’s continued ability to passion future paper price increases to a large expenmthere is no assurance that market
conditions will continue to enable the Companyuocgssfully do so. In addition, management beli¢haspaper supply is consolidating, and
there may be shortfalls in the future in suppliesassary to meet the demands of the entire maaketpHigher paper prices and tight paper
supplies may have an impact on customers’ demamgtifcted products.
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The Company continues to monitor the impact of glearin the price of crude oil and other energys;aghich impacts the Company’s
ink suppliers, logistics operations and manufaotydosts. Crude oil prices continue to be volalilke Company believes its logistics
operations will continue to be able to pass a suihstl portion of any increases in fuel prices dliseto its customers in order to offset the
impact of related cost increases. The Company gipeannot pass on to customers the impact ofdrighergy prices on its manufacturing
costs. The Company cannot predict sudden changa®eigy prices and the impact that possible futnergy price increases or decreases
might have upon either future operating costs stamer demand and the related impact either wilelan the Company’s consolidated
annual results of operations, financial positiowash flows.

Distribution

The Company’s products are distributed to esdrs through the U.S. or foreign postal serviggsugh retail channels, electronically
by direct shipment to customer facilities. Throuighogistics operations, the Company managesigtahiition 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 primdl anail. On September 30, 2010, the Postal Regyl@&ommission denied the U.S. Postal
Service's (“USPS”) request for a rate increase Whiould have been effective on January 2, 2011nHEveugh the rate increase was denied,
the USPS is expected to request another increatss thre Postal Accountability and Enhancement et [aw that governs postal rate
increases) that could be effective in May 2011.fost classes of mail, this increase is likely édoletween three and four percent. As a
leading provider of print logistics and the largestiler of standard mail in the U.S., the Comparyks closely with the USPS and its
customers on programs to minimize costs and eribareiability of postal distribution. While the Caany does not directly absorb the
impact of higher postal rates on its customenrallings, demand for products distributed through t).S. or foreign postal services is expe
to be impacted by changes in postal rates. In iaddithe Company offers innovative products andises to minimize customers’ postal
costs and has invested in equipment and techndtogyeet customer demand for these services.

Customers

For each of the years ended December 31, 2010,&2802008, no customer accounted for 10% or moteeo€ompany’s consolidated
net sales.

Technology, Research and Development

The Company has a research facility in Grand Islaledv York that supports the development and impletation of new technologies
to meet customer needs and improve operating efiiéés. The Company’s cost for research and dewelopactivities 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 globakeagtions in accordance with all applicable lawgutations and other requirements.
While it is not possible to quantify with certairttye potential impact of actions regarding envirenital 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 operatifimancial position or cash flows.
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Employees
As of December 31, 2010, the Company had approgimas,700 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#iamcluding the integration of Bown

» 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

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

» factors that affect customer demand, including glearin postal rates and postal regulations, changég capital markets,
changes in advertising markets, custor budgetary constraints and changes in custc’ shor-range and lor-range plans
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» the ability to gain customer acceptance of the Camy’s new products and technologi

» the ability to secure and defend intellectual propeghts and, when appropriate, license 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 rezifor the sale of I-products;
» changes in ratings of the Comp.’s debt securities

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

» the effect of inflation, changes in currency exa®nmates and changes in interest re

» the effect of changes in laws and regulationspiticlg changes in accounting standards, tradeetastonmental compliance
(including the emission of greenhouse gases arat aihpollution controls), health and welfare bigsdincluding the Patient
Protection and Affordable Care Act, as modifiedty Health Care and Education Reconciliation At turther healthcare
reform initiatives), price controls and other reggoty matters and the cost, which could be sulistanf complying with these
laws and regulation:

» contingencies related to actual or alleged enviramiad contaminatior
» the retention of existing, and continued attractbadditional, customers and key employs
» 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 constrainedrisivng;
e uncertainty about future economic conditic
» the possibility of future terrorist activities dre possibility of a future escalation of hostikti@ 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 subjectdaraptions and uncertainties, actual results niésr dnaterially from those

expressed or implied by such forward-looking staets. 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 andf&adly decline any obligation to publicly releai®e results of any revisions to these
forward-looking statements that may be made tecefuture events or circumstances after the daseiah statements or to reflect the
occurrence of anticipated or unanticipated evaifts.undertake no obligation to update or revisefanyard-looking statements in this
Annual Report on Form 10-K to reflect any new egastany change in conditions or circumstances.
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ITEM 1A. RISK FACTORS

The Company'’s consolidated results of operatidnantial position and cash flows can be adversiéécted by various risks. These
risks include, but are not limited to, the prindifeectors listed below and the other matters sehfm this Annual Report on Form 10-K. You
should carefully consider all of these risks.

Risks Relating to the Businesses of the Company

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

Global economic conditions affect our customersibesses and the markets they serve. Demand fertailvg 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 fleba@ economy and an uncertain economic outlookamaiscould further reduce the
demand for printing and related services that vexige these customers. Economic weakness and aorextradvertising spending have
resulted, and may in the future result, in decréaseenue, operating margin, earnings and growdsrand difficulty in managing inventory
levels and collecting accounts receivable. We heqgerienced, and expect to experience in the futadeiced demand for our businesses due
to economic conditions and other macroeconomiofadaffecting consumers’ and businesses’ spendthg\ior. In addition, customer
difficulties have resulted in, and might resultle future, increases in bad debt write-offs andadlowance for doubtful accounts receivable.
In particular, our exposure to certain industriegently experiencing financial difficulties andrtaén financially troubled customers could
have an adverse effect on our results of operatiesalso have experienced, and expect to experierte future, operating margin decli
in certain businesses, reflecting the effect ohgesuch as competitive pricing pressures, inventoite-downs and 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 intaiggh Uncertainty about future economic conditiorakes it
difficult for us to forecast operating results andnake decisions about future investments. Dedayeductions in our customers’ spending
are expected to have an adverse effect on demaidif@roducts and services, and consequentlyesuits of operations, financial position
and cash flow and those adverse effects could leriak Finally, economic downturns may affect otedit ratings, which, if downgraded,
would cause 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 tingp@ny may not be able to pass these costs on tioneess through higher prices. In
addition, the Company may not be able to reseltevpaper and other by-products or may be advensglgcted by decreases in the prices for
these by-products. Increases in the cost of mégeriay adversely impact our customers’ demand fiotipg and related services.

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

The Company is dependent on the availability ofgpajmk and other raw materials to support its apens. Unforeseen development
these markets could result in a decrease in thglysop paper, ink or other raw materials and caddse a decline in the Compasyévenue:

The financial condition of our customers may deterate.

Many of our customers participate in highly comipeti markets, and their financial condition mayettrate as a result. A decline in
the financial condition of our customers would lenthe Company’s ability to collect amounts owedcbgtomers. In addition, such a decline
would result in lower demand for the
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Company’s products and services. A lack of liquidit the capital markets or a sustained periodnf&vorable economic conditions will
increase our exposure to credit risks and resuiftdreases in bad debt write-offs and our allowanceloubtful accounts.

The Company may not be able to improve its opemtafficiency rapidly enough to meet market condiig

Because the markets in which the Company competdsighly competitive, the Company must continu@rprove its operating
efficiency in order to maintain or improve its ptability. There is no assurance that the Compaitiyoe 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 integtthte operations of acquired businesses and mayawitieve the cost savings and
increased revenues anticipated as a result of thasguisitions.

Achieving the anticipated benefits of acquisitiomg]uding the 2010 acquisition of Bowne, will deyein part upon the Company’s
ability to integrate these businesses in an efficand effective manner. The integration of comeathat have previously operated
independently may result in significant challenga®] the Company may be unable to accomplish tegriation smoothly or successfully. In
particular, the coordination of geographically @isged organizations with differences in corporatéuces and management philosophies may
increase the difficulties of integration. The imatipn of acquired businesses may also requiréddgation of significant management
resources, which may temporarily distract manage¢attention from the day-to-day operations of @@mpany. In addition, the process of
integrating operations may cause an interruptiomiofoss of momentum in, the activities of onevmre of the Company’s businesses and the
loss of key personnel from the Company or the aeqgubusinesses. Further, employee uncertaintyaohkddf focus during the integration
process may disrupt the businesses of the Compathne @cquired businesses. The Company’s stragegy part, predicated on our ability to
realize cost savings and to increase revenuesghritie acquisition of businesses that add to teadih and depth of the Company’s products
and services. Achieving these cost savings andhtevincreases is dependent upon a number of faotarsy of which are beyond our
control. In particular, the Company may not be dbleealize the benefits of more comprehensive ycbend service offerings, anticipated
integration of sales forces, asset rationalizasind systems integration.

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

The Companys success depends, in part, on our general atuldgtract, develop, motivate and retain highlylelliemployees. 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 CompanyoMariocations may encounter competition with othanufacturers for skilled labor. Many
of these competitors may be able to offer signifitagreater compensation and benefits or moragtitre lifestyle choices than the Company
offers. In addition, many members of the Companyaagement have significant industry experienceishaluable to the Company’s
competitors. The Company enters into non-solicitatind, as appropriate, non-competition agreenvetiists 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 mamegye team leave and we cannot replace them witlitabde candidate quickly, we could
experience difficulty in managing our business jprbp 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 @tilees may continue.

The Company provides health care and other berieflisth employees and retirees. In recent yeasis dor health care have increased
more rapidly than general inflation in the U.S. mamy. If this trend in health care
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costs continues, the Company’s cost to provide beclefits could increase, adversely impacting tom@any’s profitability. Changes to
health care regulations in the U.S. may also irm@éhe Company’s cost of providing such benefitaddition, the funded status of the
Company’s pension plans is dependent upon mangri&adhncluding returns on invested assets andeti@ bf certain market interest rates.
Declines in the market value of the securities tglghlans, as experienced in prior years, havecediand could again in the future materi
reduce the funded status of the plans. These riedgdiave increased the level of expected pensiperse and required contributions in
future years and further increases in these caosiisl ©ccur. Market conditions may lead to changebé discount rate used to value the year-
end benefit obligations of the plans, which couditially mitigate or worsen the effects of the lowasset returns. If an economic crisis we
continue for an extended period of time, our casis required cash contributions associated witlsiparplans may substantially increase in
future periods.

There are risks associated with operations outsilde United States.

The Company has significant operations outsideUthited States. Revenues from the Company’s op@mbatside the United States
accounted for approximately 23% of the Companyissctidated net sales for the year ended Decemh&03D. 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 ecormemivironment has increased the risk of disrupgiod losses resulting from hyper-
inflation, currency devaluation and tax or regufgtchanges in certain countries in which the Conygdaas 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 ttieraties 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 nfégctithe translation of these results into the @any’s consolidated financial statements. To
the extent revenues and expenses are not in tiieadpp 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 and could, in certain
circumstances, lead to losses.

A decline in expected profitability of the Company individual reporting units of the Company coulesult in the impairment of asset
including goodwill, other long-lived assets and 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 isdacline in the global economy, could call into gigsthe recoverability of our related goodw
other long-lived tangible and intangible assetdeferred tax assets and require us to write dowmrite off these assets or, in the case of
deferred tax assets, recognize a valuation alloevéimough a charge to income. Such an occurrendd bave a material adverse effect on
our consolidated results of operations and findmpmaition.

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

The markets for the majority of the Company’s preiciategories 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.
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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 et 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 onlirested media content or other e-reading devicebitas difficult to predict the rates of
acceptance of these alternatives. To the extehttmsumers, our customers and regulators accegt #iternatives, many of our products,
such as books, magazines, directories, statemiaingrand 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 régof including, but not limited to, product sgfetnvironmental and health and
welfare benefit regulations. These rules and refuia may be changed by local, state or federaégowents in countries in which the
Company operates. Changes in these regulationsesait in a significant increase in the Companysts to comply. Compliance with
changes in rules and regulations could requiresae®s to the Company’s workforce, increased cosofmpensation and benefits, or
investments in new or upgraded equipment. In aatdigrowing concerns about climate change, inclytte impact of global warming, may
result in new regulations with respect to greenba@ss emissions (including carbon dioxide (CO2¥y@n“cap and trade” legislation.
Compliance with this legislation could result ind&@bnal costs to the Company.

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

In general, demand for our products and servicagisly 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 predice €Company or the industry may have increased sxa@sacity 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 tcsrated regulations requiring certain printed or tetetic communications, governing
the form of such communications, and protectingptieacy 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 stldnges 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'socosrs mail. In addition, the United States PoStlice has incurred significant financial
losses in recent years and may, as a result, ingpiegignificant changes to the breadth or frequeridts mail delivery. If implemented, such
changes could impact our customers’ ability orimgjhess to communicate by mail. Any resulting dexiin print volumes mailed 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 relategrvices.

Many of the end markets in which our customers aapre experiencing changes due to technologiogtg@ss and changes in
consumer preferences. The Company cannot predidtripact that these changes will
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have on demand for the Company’s products andcesvBuch changes may decrease demand, increeigg priessures, require investment
in updated equipment and technology, or cause efthegrse impacts to the Company’s business. Irtiaddthe Company must monitor
changes in our customers’ markets and develop phutians to meet customenséeds. The development of such solutions may ké/casd
there is no assurance that these solutions wildeepted by customers.

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, 2010, the Compai
leases or owns 362 U.S. facilities, some of whighehmultiple buildings and warehouses, and theSe fdcilities encompass approximately
39.3 million square feet. The Company leases orso®@ international facilities encompassing appnately 9.9 million square feet in
Canada, Latin America, South America, Europe, asid 20f our U.S. and international facilities, appmately 31.8 million square feet of
space is owned, while the remaining 17.4 millionarg feet of space is leased.

ITEM 3. LEGAL PROCEEDINGS

The Company is subject to laws and regulationgingjdo the protection of the environment. The Campprovides for expenses
associated with environmental remediation obligetivhen such amounts are probable and can be eddg@stimated. Such accruals are
adjusted as new information develops or circum&samtiange and are not discounted. The Companyeeasdesignated as a potentially
responsible party in fourteen federal and stateeBupd sites. In addition to the Superfund sites,EGompany may also have the obligation to
remediate seven other previously owned facilities tairee other currently owned facilities. At thegp8rfund sites, the Comprehensive
Environmental Response, Compensation and Lialilyprovides 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 remediatioricohe Company’s understanding of
the financial strength of other potentially resgblesparties at the Superfund sites and of otladaldi 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 othenpbtance 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’sdlinlated 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 from these parties could be denrsil preference items and subject to
return. In addition, the Company may be party tdade litigation arising in the ordinary coursetafsiness. Management believes that the
final resolution of these preference items andadition will not have a material adverse effectloen Company’s consolidated annual results of
operations, financial position or cash flows.
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EXECUTIVE OFFICERS OF R.R. DONNELLEY & SONS COMPANY

Name, Age and
Positions with the Company

Thomas J. Quinlan, Il
48, President and Chief Executive Officer

Suzanne S. Bettman

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

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

Dan L. Knotts
46, Executive Vice President,
Group President

Daniel N. Leib
44, Group Chief Financial Officer

Miles W. McHugh
46, Executive Vice President and
Chief Financial Officer

John R. Paloian
52, Chief Operating Officer

Officer

Since

Business Experience During
Past Five Years

200¢

200¢

2007

2007

200¢

200¢

200¢

Served as RR Donnelley’s President and Chief Exex@fficer since April 2007.
Prior to this, served as RR Donnelley’s Group Riexsi, Global Services since
October 2006 and Chief Financial Officer since AR€06. Prior to this, served as
Executive Vice President, Operations since FebrRafa.

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 MaégHt.

Served as Senior Vice President, Controller sinc®laer 2007. Prior to this, serv
as Vice President, Assistant Controller since Seper 2006. Prior to this, from
1995 until 2006, served in various capacities \RE Donnelley in financial
planning, accounting, manufacturing managementatipgal finance and mergers
and acquisitions

Served as RR Donnelley’s Executive Vice Presidadt@roup President since
April 2007. Prior to this, served as Chief Operatidfficer, Global Print Solutions
since January 2007. Prior to this, from 1986 @7, served in various capacities
with RR Donnelley, including Group Executive ViceeBident, Operations,
Publishing and Retail Services and President, Ggtgktail/Magazine Solutions,
RR Donnelley Print Solution:

Served as RR DonnelleyGroup Chief Financial Officer and Senior Vicedilent
Mergers and Acquisitions since August 2009 and Juesy until February 2010.
Prior to this, served as RR Donnelley’s Senior \Rtesident, Treasurer, Mergers
and Acquisitions and Investor Relations since 2097. Prior to this, from May
2004 to 2007, served in various capacities in fil@rmanagement, corporate
strategy and investor relatior

Served as RR Donnelley’s Executive Vice Presidadt@hief Financial Officer
since October 2007. Prior to this, served as Safice President, Controller since
June 2006. Prior to this, served as the Chief Kiah®fficer of RR Donnelley
Logistics since 2004 and as Assistant ControlldRRfDonnelley since October
2003.

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 11, 2011, there were approximatéh B stockholders of record of our common stockar@auly closing 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 duhiag/ears ended December 31, 2010 and 2009, ataimed in the chart below:

Closing Common Stock Prices

Dividends Paid 2010 2009

2010 2009 High Low High Low
First Quarte! $0.2¢€  $0.2¢ $23.1¢ $19.0z $15.1¢ $ 5.5¢
Second Quarte 0.2€ 0.2€ 22.6( 16.37 14.4: 8.0¢
Third Quartel 0.2¢ 0.2¢ 18.0¢ 14.9¢ 21.71 10.41
Fourth Quarte 0.2¢€ 0.2¢€ 18.82 15.7¢ 22.71 20.0¢

ISSUER PURCHASES OF EQUITY SECURITIES
(©)

Total Number of (d)
@) Shares Purchase: Maximum Number
Total (b) of Shares that May
Number of Average as Part of Publicly Yet be Purchased
Price Paid Under
Shares Announced Plans the Plans or Programs
Period Purchasec per Share or Programs (1)
October 1, 201-October 31, 201 — $ — — 10,000,00!
November 1, 201-November 30, 201 — — — 10,000,00
December 1, 20-December 31, 201 — — — 10,000,00
Total — $ — — 10,000,00

(1) The Company did not repurchase any of its shaneler its share repurchase program during 204 @f ®ecember 31, 2010, the
Company was authorized under the terms of its sfegnérchase 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, 2005. 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, thergroup used in the performance graph combinesrtdustry groups identified by Value
Line Publishing, Inc., the publishing group (indlugl printing companies) and the newspaper group. Company itself has been excluded,
and its contributions to the indices cited havenbaébtracted out. Changes in the peer group framtpeyear 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*

Comparison of Cumulative Five Year Total Return

$200 -
=l= RA Donnelley
—8— Standard & Poor's 500
5150 - —i— Poor Group
$100
550 -
su L] T T T 1
2005 2006 2007 2008 2009 2010
Ba_se Fiscal Years Ended December 31,
Period
Company Name / Index 2005 2006 2007 2008 2009 2010
RR Donnelley 10C 107.1% 116.9¢ 44.0< 77.81 64.7¢
Standard & Pocs 500 10C 115.7¢ 122.1¢  76.9¢ 97.3: 111.9¢
Peer Grouj 10C 110.8: 84.6: 36.07 55.07 60.0:

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

Deluxe Corp. New York Times Co
EW Scripps Scholastic Corp.
Gannett Co. Washington Post
Journal Communications Inc. Wiley (John) & Sons
McClatchy Co.
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ITEM 6. SELECTED FINANCIAL DATA
SELECTED FINANCIAL DATA
(in millions, except per share data)
2010 2009 2008 2007 2006
Net sales $10,018. $9,857 .« $11,581.¢ $11,587.. $9,316.¢
Net earnings (loss) from continuing operationsiaitable to RF
Donnelley common shareholde 221.5 (27.9) (191.9) (48.9 402.¢
Net earnings (loss) from continuing operationsiaitable to RF
Donnelley common shareholders per diluted s 1.0¢ (0.13) (0.97) (0.22) 1.8¢
Income (loss) from discontinued operations, neag — — 1.8 (0.5 (2.0
Net earnings (loss) attributable to RR Donnellenowmn
shareholder 2211 (27.9) (189.9) (48.€ 400.¢
Net earnings (loss) attributable to RR Donnellesnowmn
shareholders per diluted sh: 1.0¢ (0.13) (0.90 (0.29) 1.8¢
Total asset 9,083.: 8,747.¢ 9,494.: 12,086. 9,635.¢
Long-term debt 3,398.¢ 2,982.! 3,203.: 3,601.¢ 2,358.¢
Cash dividends per common sh 1.04 1.04 1.04 1.04 1.04

Reflectsresults of acquired businesses from the relevaqdisition dates

Includes the following significant items:

For 2010: Pre-tax restructuring and impairment gaaiof $157.9 million, $13.5 million of acquisitivelated expenses, $8.9
million pre-tax loss on the currency devaluatiotVenezuela, including an increase in loss attribietéo noncontrolling interests
of $3.6 million; and a prtax $1.1 million writ-down of affordable housing investmer

For 2009: Pre-tax restructuring and impairment gbaiof $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 hedgeda&isgtinterest 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 gbaiof $1,184.7 million, a $9.9 million pre-taxdasssociated with the
termination of cross-currency swaps, a tax beoéf228.8 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 $888l0on and a tax benefit of $9.3 million from theduction in ne
deferred tax liabilities due to a decrease in thtuory tax rate in the United Kingdom; a

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.
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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 146 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 commercimtgrortion of the printing industry, with relatgdoduct and service offerings
designed to offer customers complete solutiongdmnmunicating their messages to target audiendesCbmpany’s reportable segments
reflect the management reporting structure of tigaization and the manner in which the chief ofiggadecision maker regularly assesses
information for decision-making purposes, includthg allocation of resources. The reporting stmgctncludes two segmentdJ:S. Print an
Related Services” and “International.”

The U.S. Print and Related Services segment insltiteeCompany’s U.S. printing operations, manageahe integrated platform,
along with related logistics, premedia and prinhagement services. This segmsemnifoducts and related service offerings includganmes
catalogs, retail inserts, books, directories, fomalprinting and related services, direct maitpfs, labels, office products, statement printing,
premedia and logistics services.

The International segment includes the Companysds. printing operations in Asia, Europe, Latimérica and Canada. This
segment’s products and related service offeringsiite magazines, catalogs, retail inserts, boaksgtbries, financial printing and related
services, forms, labels, premedia and logisticeises. Additionally, this segment includes the Camygs business process outsourcing and
Global Turnkey Solutions operations. Business mesautsourcing provides transactional print andawting services, statement printing,
direct mail and print management services throtgbperations in Europe, Asia and North Americab@l Turnkey Solutions provides
outsourcing capabilities including product configtion, customized kitting and order fulfillment fiachnology, medical device and other
companies around the world through its operatiartsurope, North America and Asia.

The Company separately reports its net sales dagdecosts of sales for its product and serviferioigs. The Company’s product
offerings primarily consists of magazines, catajogtail inserts, books, directories, direct milancial print, forms, labels, statement
printing, commercial print, office products andminmanagement. The Company’s service offerings gmilgnconsists of logistics, premedia,
EDGAR-related and XBRL financial services and dertasiness process outsourcing services.
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Executive Overviev
2010 FINANCIAL PERFORMANCE

The changes in the Company’s income from continoipgrations, operating margin, net earnings (lagsputable to RR Donnelley
common shareholders and net earnings (loss) atbbito RR Donnelley common shareholders peretilshare for the year ended
December 31, 2010, from the year ended Decemb&(8B, were due to the following (in millions, ept@er share data):

Net Earnings (Loss

Net Earnings (Loss Attributable to
Income RR Donnelley
from Attributable to Common
Continuing Operating RR Donnelley Shareholders
Common per

Operations Margin Shareholders Diluted Share
For the year ended December 31, 2 $ 344.: 3.5% $ (27.9) $ (0.19)
2010 restructuring and impairment char (157.9 (1.€%) (130.0 (0.62)
2009 restructuring and impairment char 382.7 3.£% 334.( 1.65
Acquisitior-related expense (11.9 (0.1%) (10.9) (0.06)
2010 Venezuela devaluatit — — (4.5 (0.02)
2009 losses related to debt extinguishn — — 8.C 0.0
Write-down of affordable housing investme — — 0.8 0.01
Income tax adjustmen — — 15.¢ 0.0¢
Operations 1.7 (0.2%) 35.€ 0.1
For the year ended December 31, 2 $ 555.F 5.5% $ 221.5 $ 1.0¢€

2010 restructuring and impairment chargdaacluded $61.0 million and $26.9 million of noash charges for the impairment of
goodwill and intangible assets, respectively; chargf $35.9 million for employee termination costshstantially all of which were
associated with restructuring actions resultingnftbe reorganization of certain operations andettigng of certain business activities;
$29.5 million of other restructuring costs, of whi$13.6 million related to multi-employer pensidarppartial withdrawal charges
primarily attributable to two closed manufacturfiagilities within the U.S. Print and Related Seedsegment; and $4.6 million for
impairment of other long-lived assets.

2009 restructuring and impairment chargéscluded $128.5 million of non-cash charges forithpairment of goodwill; charges of
$118.6 million, as discounted for future cash paytsefor the termination of a significant long-tecustomer contract in the business
process outsourcing reporting unit within the Inggronal segment, of which $117.2 million, $0.8liorl and $0.6 million are reflected
as other restructuring charges, impairment and @yepl terminations, respectively; $78.8 million ébher employee termination costs,
substantially all of which were associated withtn@sturing actions resulting from the reorganizatid certain operations and the exit
of certain business activities; $32.1 million ofi@t restructuring costs, primarily lease terminatosts; and $24.7 million for
impairment of long-lived assets.

Acquisition-related expenseascluded pre-tax charges of $13.5 million ($11.8iom after-tax) related to legal, accounting artiey
expenses for the year ended December 31, 2010iassbwith acquisitions completed or contemplafeat.the year ended
December 31, 2009, these pre-tax charges werendillién ($1.0 million after-tax).

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

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 miflidhe 4.95% senior notes due May 15, 2010, dlsase¢he 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.
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Write-down of affordable housing investmemtsrestment and other expense included a $1.1 mi{®.7 million after-tax) and $2.4
million ($1.5 million after tax) write-down of th@ompany’s affordable housing investments in 2012009, respectively.

Income tax adjustmentsicluded $15.6 million of income tax expense in 2@de to the reorganization of entities within the
International segment.

Operations:reflected higher net sales in Asia, logistics, allé print and financial print, cost savings fragstructuring actions and
productivity efforts, higher pricing on by-productcoveries and reduced depreciation and amouizatid material costs, which were
more than offset by price pressures, higher ingertompensation expense, LIFO inventory provisemmd pension and postretirement
expense. In addition, a lower effective tax rate tluthe release of a valuation allowance on dedietax assets and lower interest
expense due to effect of the interest rate swdpbued to the increase in net earnings from cwritig operations. See further details in
the review of operating results by segment thabved below.

2010 Overview

During 2010, the Company achieved modest orgartisales growth despite the inconsistent recovetiiérworld economy. On a
consolidated basis, net sales increased $161.pmibr 1.6% from 2009, of which $61.2 million, ®@16%, related to the acquisition of
Bowne. In addition, changes in foreign exchangesraicreased net sales by $8.6 million, or 0.1%i#ahally, the net sales growth reflected
increased business in Asia, higher logistics volwiik growth in mail center and commingling sengchigher volume in variable print due
to production of the 2010 U.S. census mailingsianteases in direct mailings from financial sergiead retail customers and increased
volume in financial print due to higher capital ketrtransactions. These increases were partlytdifseontinued price pressure and
reductions in pass-through paper sales in magaaiatsogs and retail inserts and books and diresto

The Company’s income from continuing operationstifier year ended December 31, 2010 increased 6lo8%ared to 2009 primarily
due to lower restructuring and impairment chargescurement savings and benefits achieved fromuesting activities. These benefits
were partially offset by cost inflation, price psases, higher pension and postretirement expehiggeer LIFO inventory provisions and
higher incentive compensation expense.

On November 24, 2010, the Company acquired Bown8465.2 million in cash, including debt assume&28.2 million and net of
cash acquired of $41.4 million. Bowne, a providesttareholder and marketing communication servigas,operations in North America,
Latin America, Europe and Asia. The Company exptretsaacquisition of Bowne to expand and enhanceahge of services that the
Company offers to its customers, while creatingppportunity to provide its comprehensive line adguicts and services to Bowne’s clients.
In addition, this acquisition is expected to beratize to earnings within twelve months of the algsdate. As reflected above, $61.2 million
of the Company’s increase in net sales in 201Qeéelo Bowne.

On December 17, 2010, the Company entered intoZb$illion unsecured and committed revolving credireement (the “Credit
Agreement”) which expires December 17, 2013, sulifea possible one-year extension if agreed tthbylending financial institutions.
Interest on borrowings under the Credit Agreemeiteipendent on the Company’s credit ratings atirtie of borrowing and are calculated
according to a base or Eurocurrency rate plus plicajple margin. The Company will pay annual conmneiht fees at rates dependent on the
Company’s credit ratings. The Credit Agreementaegtl the Company’s previous $2.0 billion unsecaretlcommitted revolving credit
facility (the “previous Facility”). All amounts ostanding under the previous Facility were repaithworrowings under the Credit
Agreement. The Credit Agreement will be used faregal corporate purposes, including letters ofiti@ad as a backstop for the Company’s
commercial paper program.
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OUTLOOK
Vision and Strategy

RR Donnelley’s vision is to improve on our existipgsition as a global provider of integrated comizations 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 discipliregaproach to capital deployment. To increase sltdehvalue, the Company pursues three
major strategic objectives. These objectives anensarized below, along with more specific areasoatis.

Strategic Objective Focus Areas 2011 Priorities
Profitable growth —New product development —Grow digital platforms as an integral element ofke# offering
—Global customer relationships —Leverage existing relationships to generate orgarowth

—Offer cost-saving solutions for customers
—Increase transactional sa

Productivity —Disciplined cost management —Leverage scale to optimize asset utilization amtprement
—Flexible cost structure —Use technology to increase productivity
—Streamline and standardize proces
Balanced capital —Strong financial position —Capital spending targeted for growth and innovation
deployment —Targeted mergers and acquisitions —Meet changing customer demands

—Maintain dividend
—Disciplined due diligence and financial analy

The Company’s long-term strategy is to generatéitplde growth. In order to accomplish this, then@any will continue to make
targeted capital investments to support new busiaad leverage its global platform. The Comparfgésising its information technology
efforts on projects that facilitate integration andke it easier for customers to manage theirémge of communication needs. The Comg
is also working to more fully integrate its salé®#s to broaden customer relationships and meetostomers’ demands. The Company’s
global platform provides differentiated solutios fts customers through its broad range of complaary print-related services, strong
logistics capabilities, and its innovative lead@rsh both 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 rettiring, consolidation, reorganization and intéigraof operations, and streamlining of
administrative and support activities.

The Company seeks to deploy its capital using anteald approach in order to ensure financial fléigfand provide returns to
shareholders. Priorities for capital deploymengraime, include principal and interest paymentsiebt obligations, dividend payments to
shareholders, capital expenditures, targeted atiqnis and share repurchases. The Company belthaesa strong financial condition is
important to customers focused on establishing@wing long-term relationships with a stable praridf print and related services. The
Company also expects to make targeted acquisiti@isxtend its capabilities, drive cost savings maduce future capital spending needs.
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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 asuli of competing in highly competitive global mat&. ltem 1ARisk Factors,
discusses many of these issues, and the Compargtagy is primarily focused on meeting the chajksof 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 indgsémains highly fragmented. Across the Compargrge 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 compatiih 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 electronitriistion of documents and data, online distribntaod 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 comroations. The Company aims to help its customersesaby delivering effective and
targeted communications in the right format toribét audiences at the right time. Management besighat with the Comparg/competitive
strengths, including its broad range of complentgmpaint-related services, strong logistics captiesd, technology leadership, depth of
management experience, customer relationships@mbmies of scale, the Company has developed anflither develop valuable,
differentiated solutions for its customers.

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 ehitgith 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. However,
management does expect to see lower long-term friovgrint book volume as e-book penetration cardito expand. The future impact of
technology on the Company’s business is difficnlptedict and could result in additional expendituto restructure impacted operations or
develop new technologies.

While new technologies present significant chalesntp certain of the Company’s traditional produstanagement believes that the
Company is a leader in key technologies that, atowers continue to shift towards customized agtéri-valued-added print, will be
valuable sources of industry growth. These tectgie®include digital content management and preangeiivices, digital print for
personalization and print-on-demand, and low-cosudchent process management. In addition, the yahilibffer specialized services for
certain customers, such as compliance assurancgeande environments for print, is becoming indregg important. The Company
continues to make focused investments in digitzinelogies in order to capitalize on these oppdtits
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2011 Outlook

In 2011, the Company expects net sales to incfease2010 primarily as a result of the acquisitafrBowne and organic growth driv
by an anticipated continued moderate economic exgowalthough the pace of the economic recoveweiy difficult to predict. The
Company’s plans assume the slow and uneven reco¥ég U.S. and European economies will continueéng) 2011, with significantly
faster growth in developing economies. The Compapects further improvement in consumer discretipspending and a continuation of
the upward trend in advertising levels by our cosos. In addition, the highly competitive markenditions and unused industry capacity
will continue to put pressure on prices for bodngactional work and contract renewals. We willtcare to leverage the “One RR
Donnelley” platform and powerful customer relatibips in order to provide a larger share of our@ugrs’ print and related integrated
communications needs. In addition, the Bowne adiprisshould result in a trend of further improvemsein sales and earnings as cost
savings are realized and technology solutionsdstamers are fully integrated. The Company als@etgoto continue cost control and
productivity initiatives, including selected fatyliconsolidations across certain platforms. In iddj the Company plans to continue the
suspension of its regular matching contributionarrits 401(k) plan; however, the Company will calesia discretionary 401(k) match in
2011 based on Company performance and market aomsliProjected significant increases in pensiah@ostretirement benefits expense
and healthcare costs are expected to have a ne@aipact on operating earnings.

U.S. Print and Related Services

Net sales in U.S. Print and Related Services grea®d to increase in 2011 driven primarily by dlequisition of Bowne and the
anticipated continuing economic recovery. Othentimagazine, catalog and retail inserts and bood#slarectories, all of the Company’s
reporting units are expected to have increasedales. The continued impact of lower prices is etgmbto reduce sales in magazine, catalog
and retail inserts despite the improving trenddweatising and consumer spending. Books and dinesteales are expected to decrease as a
result of lower directory volumes which continueb negatively impacted by electronic substituaod regulatory changes. For variable
print, net sales are anticipated to increase driyedirect mail opportunities in the financial amelalthcare industries as well as the acquisition
of Bowne. In forms and labels and office produttie, Company is expecting increases in net salesapity resulting from growth in
outsourced office product volume and higher lalelsme that will more than offset price pressuned #he impact of electronic substitution.
Commercial print sales are anticipated to incrésa improved transactional volume and higher mankeand advertising spending that
more than offset continuing price pressure. Netssaf logistics services are expected to incresesn by continuing growth in mail center
and commingling services, along with third partinptogistics. Sales of financial print productsdaservices are expected to increase
primarily due to the acquisition and integratiorBafwne along with continued strength in capital kets transactions. In premedia, the
Company is anticipating increases in net sales fvoth new and existing customers resulting frorméased marketing and advertising
spending.

The overall net sales increase in U.S. Print arldtBe& services, combined with the integration oihBe and an improved cost structure
resulting from ongoing productivity efforts, is exqied to result in increased operating income.

International

Net sales in the International segment are expdotettrease from 2010 primarily driven by volumereases across all platforms and
the acquisition of Bowne. Net sales in businessgss outsourcing are expected to increase driverewycustomer wins and growth with
existing customers. The Company expects salesasesain Asia resulting from volume growth in ppackaging, domestic retail, catalog :
book offerings and the acquisition of Bowne to betiplly offset by continuing price pressure. Then@any generally expects volumes in
Latin America to increase driven by growth in comnai print in Argentina and Mexico along with th&bilization of the economy in
Venezuela that will more than offset the continuing
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decline in forms volumes in Brazil. Net sales irrd&pe are expected to increase due to new customsy improving commercial print and
financial services volumes and the acquisition ofvBe, partially offset by lower directory volumedaprice declines. Sales in Global Turn
Solutions are expected to improve slightly as vaugrowth from existing customers and new busiresgpected to more than offset a
significant lost customer. Improvements in statenpeimting volumes from new customers, commerciaitgand the acquisition of Bowne ¢
expected to increase sales in Canada.

The International segment is expected to generatecaease in operating income in 2011 based omexpected net sales increase, the
acquisition of Bowne, the lower cost structure pé@tions in all platforms and the impact of thepany’s productivity initiatives.

Other

Pension and postretirement benefits expenses peetd to increase by approximately $23.4 millim2011, reflecting the impact of
increases in these liabilities due to lower dis¢oates and further recognition in operating eagaiof 2008 asset losses that were initially
recorded in other comprehensive income. Althoughntiarket value of securities in these plans rebediird 2009 and 2010, the Company’s
pension and postretirement plans remain underfubgie&653.5 million and $298.4 million, respectiveds of December 31, 2010 as reported
in the Company’s Consolidated Balance Sheets amilaeiudescribed in Note 1Retirement Plangp the Consolidated Financial Statements.
Governmental regulations for measuring pension flladed status differ from those required under. GSAP for financial statement
preparation. Based on the plans’ regulatory furstatlis as of January 1, 2010 and future yearsiregbjcontributions in 2011 under all
pension and postretirement plans are expected $obkar to recent years at approximately $61.0iaml The Company expects that required
contributions in future years will increase, andyreéect to make additional non-required contribagido its plans in 2011.

The effective tax rate in 2011 may be significatthyer than the 2010 rate due to the impact ofémegnition of certain tax positions
due to favorable resolution of audits or expiragiof statutes of limitations. The effective taxeratay also be impacted by changes in the mix
of earnings across jurisdictions.

The expected improvement in earnings, along witbretinuing focus on working capital management,exgected to generate higher
cash flow from operating activities in 2011 comphte 2010. The Company expects to increase capifsnditures to be approximately $:
million to $275 million in 2011, driven by investmis in developing economies and new technologiks.dompany currently expects to
maintain its quarterly dividend at current levdlee quarterly dividend must be approved by the Camgfs Board of Directors. Significant
changes in market conditions or the consummatianefor more significant acquisitions could reguihcreased borrowings, reductions in
capital expenditures or the dividend, or other gearto the Company’s capital structure.

Significant Accounting Policies and Critical Estintas

The preparation of financial statements in confeymiith accounting principles generally acceptethia United States of America
requires management to make estimates and assas it affect the reported amounts of assetsiabitities, the disclosure of contingent
assets and liabilities at the date of the finarstialements and the reported amounts of revenuesxaenses during the reporting period. The
Company’s most critical accounting policies aresththat are most important to the portrayal dfiftancial condition and results of
operations, and which require the Company to miskenost difficult and subjective judgments, oftenaaresult of the need to make estimates
of matters that are inherently uncertain. The Camgeas identified the following as its most critieacounting policies and judgments.
Although management believes that its estimatesaaadmptions are reasonable, they are based ujpomation available when they are
made. Actual results may differ from these estimaiteder different assumptions or conditions.
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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 pointte 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. Becsutsgtantially all of the Company’s products argamized, product returns are not
significant; however, the Company accrues for ttereated amount of customer credits at the timeats.

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 regulatorifigs, initial public offerings and
EDGAR-related and XBRL services. Revenue is recaghfor these services following final deliverytbé printed product or upon
completion of the service performed. Revenuesedltd the Company’s premedia operations, whictugteldigital content management,
photography, color services and page productianrecognized in accordance with the terms of tim¢raot, typically upon completion of the
performed service and acceptance by the customién.rédépect to the Company’s logistics operatiovtspse operations include the delivery
of printed material, the Company recognizes revamen completion of the delivery 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-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 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 Coygpeeported sales and margins may be impactdtidynix 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 productsarvices. Specific customer provisions are mauagwa review of significant
outstanding amounts, utilizing information aboustcuner creditworthiness and current economic treindgcates that collection is doubtful.
In addition, provisions are made at differing ratessed upon the age of the receivable and the @uyiphistorical collection experience.
The Company’s estimates of the recoverability @oamnts receivable could change, and additional gésito the allowance could be
necessary in the future, if a major customer’s ibnexthiness deteriorates or actual defaults agldi than the Company’s historical
experience.

Inventories

The Company records inventories at the lower of cosnarket value. Most of the Company’s inventeiaee valued under the last-in
first-out (LIFO) basis. Changes in inflation indécenay cause an increase or decrease
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in the value of inventories accounted for underlil#O costing method. The Company maintains invenédlowances for excess and
obsolete inventories determined in part by futemend forecasts. If there were to be a suddenignificant decrease in demand for its
products, or if there were a higher incidence géimtory obsolescence because of changing technalodjgustomer requirements, the
Company could be required to increase its invenadiowances.

Goodwill and Other Long-Lived Assets

The Companys methodology for allocating the purchase pricaazgfuisitions is based on established valuatiomigales 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 divevilue assigned to identifiable assets acquaretlliabilities assumed. Based on its
organization structure, the Company has identifiiégglen reporting units for which cash flows ard@ateninable 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 organimasitoucture 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 impairntests as of October 31, or more frequently if w@ne 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 amouwfta reporting unit exceeds the estimated fair @adtiep 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 compareglthe corresponding carrying value of goodwill tonpute the goodwill impairment
amount. In 2010, the Company recorded a total rast-charge of $61.0 million to reflect impairmehgoodwill in the forms and labels
reporting unit.

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 egobrtieag 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 appropriaterpgroup companies; control premiums appropriatadéguisitions in the industries in which
the Company competes; the discount rate; termimaltl rates; and forecasts of revenue, operatiognte, depreciation and amortization,
restructuring charges and capital expenditures.dllbeation requires several analyses to deterfaiine/alue of assets and liabilities
including, among others, trade names, custometioethips, and property, plant and equipment (\hhtereplacement costs). Although we
believe our estimates of fair value are reasonakeial financial results could differ from thosgimates due to the inherent uncertainty
involved in making such estimates. Changes in apsans concerning future financial results or othederlying assumptions could have a
significant impact on either the fair value of le@orting units, the amount of the goodwill impaémh charge, or both. Future declines in the
overall market value of the Company'’s equity anbtdecurities may also result in a conclusion thatfair value of one or more reporting
units has declined below its carrying value.
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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 faaue) the first step of the goodwill
impairment test. For the thirteen units that pastepd one, fair values exceeded the carrying amsdunbetween 21% and 804% of their
respective estimated fair values. Small changéiserCompany’s key assumptions would not have regitt any of these reporting units
failing step 1. For the forms and labels reporting that failed, the carrying amount exceededvalue by 8.8% of its respective estimated
fair value. Accordingly, relatively small changesciertain key assumptions would have resultedigréporting unit passing step one. There
is no goodwill allocated to the business processauucing reporting unit at October 31, 2010.

Generally, changes in estimates of expected fudast flows would have a similar effect on the eated fair value of the reporting ur
That is, a 1% decrease in estimated future casisfleould decrease the estimated fair value ofgpenting 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. A 1% decrease in the long-teetnsales growth rate would have resulted in rditiadhal reporting units failing the first
step of the goodwill impairment test. Of the otkey assumptions that impact the estimated fairaslmost reporting units have the greatest
sensitivity to changes in the estimated discoutet fBhe discount rate for the reporting units ia thS. Print and Related Services segment
were estimated to be 9.0% for most reporting wanii 10.5% for the financial print, variable prilagistics and premedia reporting units as of
October 31, 2010. Estimated discount rates foisunithe International segment ranged from 8.5%4t60%. A 1.0 percentage point increase
in estimated discount rates would have resultatiadditional reporting units failing step one. T@&mpany believes that its estimates of
future cash flows and discount rates are reasonbblduture changes in the underlying assumptaangd differ due to the inherent
uncertainty in making such estimates. Additiondilyther price deterioration on contract renewald aew business along with lost or
reduced volume could have a significant impacthenfair 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 indefinitesthintangible assets on an annual basis or mayedrgly 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 strateghéonverall business, a significant decrease in
the market value of the assets or significant negatdustry or economic trends. When the Compatemiines that the carrying amount of
long-lived assets may not be recoverable based thygoexistence of one or more of the indicators absets are assessed for impairment
based on the estimated future undiscounted casls #apected to result from the use of the assettardentual disposition. If the carrying
amount of an asset exceeds its estimated futurieaeouhted cash flows, an impairment loss is rembfdethe excess of the asset’s carrying
amount over its fair value. During the third quad&2010, the Company recorded a non-cash chdr§269 million for the impairment of
acquired customer relationship intangible assetisérGlobal Turnkey Solutions reporting unit withire International segment.

Commitments and Contingencies

The Company is subject to lawsuits, investigatiang other claims related to environmental, emplaynaed other matters, as well as
preference claims related to amounts received frostomers and others prior to their seeking bartkyuprotection. Periodically, the
Company reviews the status of each significantenaithd assesses potential financial exposuree [ptiential loss from any claim or legal
proceeding is considered probable and the rel&bdity is estimable, the Company accrues a ligbfbr the estimated loss. Because of
uncertainties related to these matters, accrualbased on the best information available at the.tiAs additional information becomes
available, the Company reassesses the potentiditiaelated to pending claims and may reviseegimates.
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The Company purchases third-party insurance fokersi 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 thenpany and the industry are utilized to projectftitare development of incurred losses,
these amounts are adjusted based upon actual @ajmesience and settlement. If actual experienegaiins development is significantly
different from these estimates, an adjustmentturéuperiods may be required.

Restructuring

The Company records restructuring charges wheilitieb are incurred as part of a plan approvedrianagement with the appropriate
level of authority for the elimination of dupliceé functions, the closure of facilities, or thetefia 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.sehieiclude, but are not limited to: contract settats on terms different than originally
expected; ability to sublease properties based ankeh conditions at rates or on timelines diffetiain originally estimated; or changes to
original plans as a result of mergers or acquisiticuch changes might result in reversals of ditiads to restructuring charges that could
affect amounts reported in the Consolidated Statésref 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 businessg threr transactions and calculations where
the ultimate tax outcome is uncertain. Additionathe Company’s tax returns are subject to auditdnous U.S. and foreign tax authorities.
The Company recognizes a tax position in its fim@rstatements when it is more likely than not.(izelikelihood 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 likefybeing realized upon ultimate settlement. The obidated financial statements as of
December 31, 2010 and 2009 reflect these tax paositiAlthough management believes that its estisrate 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 assetsdatafature deductible items, including domestid éoreign tax loss and credit
carryforwards. The Company evaluates these deféaredssets by tax jurisdiction. The utilizationtleése tax assets is limited by the amount
of taxable income expected to be generated wittératlowable carryforward period and other factéicordingly, management has provic
a valuation allowance to reduce certain of theserded tax assets when management has concludetasad on the weight of available
evidence, it is more likely than not that the deddrtax assets will not be fully realized. If adttesults differ from these estimates, or the
estimates are adjusted in future periods, adjugsrterthe valuation allowance might need to bendei. As of December 31, 2010 and 2(
valuation allowances of $259.5 million and $277 i8iom, respectively, were recorded in the Compangbnsolidated Financial Statements.

Share-Based Compensation

The Company recognizes share-based compensatiengxpased on estimated fair values for all shasedbawards made to
employees and directors, including stock optioestricted stock units and performance share uHiits.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
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of expense recognized for these awards is detediipéhe Company’s estimates of several factoduding future forfeitures of awards,
expected volatility of the Company’s stock, and dlerage life of options prior to expiration. SeaéN16,Stock and Incentive Programs for
Employee;, to the Consolidated Financial Statements fohfurdiscussion.

Pension and Postretirement Benefit Pl

The Company records annual amounts relating fgeitsion and postretirement benefit plans basedlenlations which include
various actuarial assumptions including discoutgs;gassumed rates of return, compensation in@easaover rates and health care cost
trend rates. The Company reviews its actuarialmpgons on an annual basis and modifies the assonsgdbased 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 thieted amount recorded in accumulated other congmstie 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@be used for purposes of computing
annual service and interest costs based on an ofd@gh-quality corporate bond yields and matchaading yield curve analysis as of that
date. The discount rates for pension benefits aeBer 31, 2010 and 2009 were 5.5% and 6.0%, riagplgc The discount rates for
postretirement benefits at December 31, 2010 af@ 2@re 5.2% and 5.7%, respectively. A one pergenpmint decrease in the discount
rates at December 31, 2010 would increase the gepns’ accumulated benefit obligation and prigiédenefit obligation by
approximately $489.8 million and $503.1 millionspectively. A one percentage point decrease ididmunt rates at December 31, 2010
would increase the postretirement plans’ accumdlbenefit obligation by approximately $53.1 million

The Company employs a total return investment aggrdor its pension and postretirement benefitplahereby a mix of equities,
fixed income and, for certain pension plans, aliéve investments is used to maximize the long-testurn of pension and postretirement
plan assets. The intent of this strategy is to miné plan contributions by outperforming the growtlplan liabilities over the long run. Risk
tolerance is established through careful consideratf plan liabilities, plan funded status, andpmrate financial condition. The investment
portfolios contain a diversified blend of equitixed income and alternative investments. Furtheemequity investments are diversified
across geography, market capitalization and investrstyle through investments in U.S. large-caigitéibn stocks, U.S. small-capitalization
stocks and international securities. Investmeitissneasured and monitored on an ongoing basisighr annual liability measurements,
periodic asset/liability studies and quarterly istveent portfolio reviews. The expected long-terte &f return for plan assets is based upon
many factors including expected asset allocatibissorical asset returns, current and expecteddunarket conditions and risk. The
prospective target asset allocation percentagedtr the pension and postretirement benefit plaapproximately 75% for equity and other
securities and approximately 25% for fixed incofiee expected return on plan assets assumptioncaniier 31, 2010 was 7.5% and 8.5%
for the Company’s major U.S. and Canadian penslansp respectively, and was 7.6% for the Compapwgrtially funded U.S. postretireme
medical benefit plans.

The Company also maintains several pension plaathigr international locations. The expected retunm plan assets and discount r
for these plans are determined based on each pes@stment approach, local interest rates and pdaticipant 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 actuariesommefit providers. At December 31, 2010, theantrwveighted average health care trend
rate assumption for the major U.S. postretireméamgpwas 7.8% for both pre-age and post-age 6&jpantts. 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 asttage 65 participants, gradually decreasing tolamate trend rate of 5.5%.
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A one-percentage point increase in the assumethheske cost trend rates would have the followiffigots (in millions):

Postretirement benefit obligatic $7.5
Total postretirement benefit service and interest component 0.7

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

Postretirement benefit obligatis $(6.4)
Total postretirement benefit service and interest component (0.6)

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.

RESULTS OF OPERATIONS FOR THE YEAR ENDED DECEMBER 31, 2010 AS COMPARED TO THE YEAR ENDED
DECEMBER 31, 2009

The following table shows the results of operatifarghe years ended December 31, 2010 and 20G8hwflects the results of
acquired businesses from the relevant acquisitaesd

2010 2009 $ Change % Change
(in millions)
Net Sales
Products $ 8,956. $ 8,925. $ 31.C 0.3%
Services 1,062.! 932.( 130.t 14.(%
Total net sale 10,018.! 9,857.¢ 161.5 1.€%
Products cost of sales (exclusive of depreciatimhamortization shown
below) 6,857.¢ 6,789.¢ 68.C 1.C%
Services cost of sales (exclusive of depreciatiwhamortization shown
below) 785.1 673.1 112.( 16.6%
Selling, general and administrative expenses (skauof depreciation an
amortization shown belov 1,123. 1,088.t 34.¢ 3.2%
Restructuring and impairment char 157.¢ 382.7 (224.¢) (58.7%)
Depreciation and amortizatic 539.2 579.( (39.9) (6.9%)
Total operating expens 9,463.: 9,513.; (49.7) (0.5%)
Income from continuing operatiol $ 555.F $ 344.: $211.2 61.2%

Consolidated

Net sales of products for the year ended Decembe2@®LO0 increased $31.0 million, or 0.3%, to $8,8546illion versus the prior year.
Net sales of products increased due to the inctlesaes from the production of mailings for the LC&nsus and higher volume in Asia.
addition, net sales increased $38.4 million, oP&.due to the acquisition of Bowne and $8.5 million0.1%, from changes in foreign
exchange rates. These increases were partiallgtdffsdecreases primarily attributable to continpgde pressure and reductions in pass-
through paper sales in magazines, catalogs andinstrts and books and directories.
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Net sales from services for the year ended DeceBhe2010 increased $130.5 million, or 14.0%, t@®&2.5 million versus the prior
year. Net sales from services increased due teehiglyistics volumes driven in part by growth inihcgnter and commingling services.
addition, net sales increased $22.8 million, oP2.due to the acquisition of Bowne.

Products cost of sales increased $68.0 millior6t8%7.8 million for the year ended December 31,02¢drsus the prior year, primarily
due to the acquisition of Bowne, volume increakagher LIFO inventory provisions and higher inceattcompensation expense, partially
offset by higher pricing on by-products recovedes! lower material costs. Products cost of salesmescentage of products net sales
increased from 76.1% to 76.6%, reflecting the aargd price pressures on net sales, higher LIFOhiove provisions and higher incentive
compensation expense as a result of the Comparmgvaud certain targets, partially offset by the bfts of continued productivity efforts.

Services cost of sales increased $112.0 millid7&6.1 million for the year ended December 31, 2848us the prior year, primarily
due to logistics volume increases, higher incentmmpensation expense and the acquisition of Bo®errices cost of sales as a percentage
of services net sales increased from 72.2% to 73r8fkcting the continued price pressures on aletssand higher incentive compensation
expense.

Selling, general and administrative expenses ise@$34.9 million to $1,123.4 million for the yearded December 31, 2010 versus
prior year due to higher pension and postretireragpénses, the acquisition of Bowne and highemitioe compensation expense, partially
offset by benefits achieved from restructuring\atiéis. Selling, general and administrative expsrega percentage of consolidated net sales
increased from 11.0% to 11.2%, reflecting the agitjoh of Bowne and higher incentive compensatixpease.

For the year ended December 31, 2010, the Companayded a net restructuring and impairment prowisio$157.9 million compared
to $382.7 million in 2009. In 2010, these chargeduded non-cash pre-tax charges of $61.0 millartie impairment of goodwill for the
forms and labels reporting unit within the U.SnPand Related Services segment. The goodwill impeit charge resulted from reductions
in the estimated fair value of the forms and lalbef®rting unit, based on lower expectations ftur@ revenue and cash flows due to
continued impacts of electronic substitution omferdemand and increasing price pressure. In additie lower fair value reflects higher
estimated spending on information technology amitabequipment, in part to better position thipaging unit for increased growth in labels
volume as forms demand continues to decline. Impait charges also included $26.9 million for theainment of acquired customer
relationship intangible assets in the Global Tuyn&elutions reporting unit within the Internatiorsgigment. The impairment of the customer
relationship intangible asset primarily resultezhfrthe termination of a customer contract. Addaibn for the year ended December 31,
2010, the Company recorded $35.9 million for workéoreductions of 1,458 employees (of whom 1,35fewerminated as of December 31,
2010) associated with actions resulting from therganization of certain operations. These actionkided the reorganization of certain
operations within the Financial Print reportingtumithin the U.S. Print and Related Services sedrdae to the acquisition of Bowne. In
addition, these actions included the closing of loan America manufacturing facility, one busingsecess outsourcing manufacturing
facility and one Global Turnkey Solutions manufaictg facility within the International segment. Eher, continuing charges resulting from
the closing of two Global Turnkey Solutions mantdaing facilities in 2009 within the Internationségment were recorded in 2010. These
actions also included the reorganization of certguerations within the magazine, catalog and rataért and variable print reporting units
and the closing of one forms and labels manufamguiacility within the U.S. Print and Related Sees segment. In addition, the Company
recorded $4.6 million of impairment charges of otlkeg-lived assets and $29.5 million of other mastturing charges. The other restructuring
costs included $13.6 million related to multi-emy#@o pension plan partial withdrawal charges pritgattributable to two closed
manufacturing facilities within the U.S. Print aRélated Services segment, as well as lease teionirentd other facility closure costs.

For the year ended December 31 2009, these chiaigjeded a non-cash ptax charge of $128.5 million for the impairmentgafodwill
and $118.6 million, discounted for future cash payts, for the termination of a
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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. In addition, these chargesuthetl $78.8 million for workforce
reductions of 4,043 employees (all of whom werenteated as of December 31, 2010) associated witbrecresulting from the
reorganization of certain operations. These actadss included the closings of two catalog, magaaind retail insert manufacturing faciliti
two book manufacturing facilities and one premddality within the U.S. Print and Related Servieegment and the closing of one Global
Turnkey Solutions manufacturing facility, one busia process outsourcing facility, one Latin Amen@nufacturing facility and one
European manufacturing facility within the Interinagl segment. Additionally, the Company record2d.$ million of impairment charges
for other long-lived assets and $32.1 million dfestrestructuring costs, including lease termimatind other facility closure costs.

Depreciation and amortization decreased $39.8anitio $539.2 million for the year ended December2B1.0 compared to 2009,
primarily due to a declining trend in capital exdigares over recent years. Depreciation and anadidz included $99.3 million and $99.1
million of amortization of purchased intangibletated to customer relationships, patents, tradessalitenses and non-compete agreements
for the year ended December 31, 2010 and 2009%ctsply.

Income from continuing operations for the year eéhDecember 31, 2010 was $555.5 million compare&Bet.3 million for the year
ended December 31, 2009, an increase of 61.3%inthease was primarily driven by the lower resticty and impairment charges in 20
procurement savings and benefits achieved fromuesiring activities, partially offset by cost iafion, price pressures, higher LIFO
inventory provisions and higher incentive compeiosa¢xpense.

Net interest expense decreased by $12.0 millioth®year ended December 31, 2010 versus the samoel n 2009, primarily due to
lower average outstanding borrowings and the efftiie interest rate swaps. In addition, 2009 ingsacted by the accelerated amortization
of debt issuance costs and unamortized discoulatgdeto the repurchase of $640.6 million of seniates.

Net investment and other expense for the yearsteDdeember 31, 2010 and 2009 was $9.9 million drgd@million, respectively. In
2010, the Company recorded an $8.9 million lossteel to the devaluation of the Venezuelan curreoicyhich $3.6 million increased the
loss attributable to noncontrolling interests. diion, in 2009, the Company’s repurchases of $&4dillion of its senior notes maturing in
2012 and 2010 resulted in a loss on the debt exhgent of $10.3 million. As a result of the reghase of the senior notes due May 15,
2010, the Company reclassified a loss of $2.7 amlfrom accumulated other comprehensive incomeuestment and other expense in 2009
due to changes in the hedged forecasted intergsterds.

The effective income tax rate for the year endeddb@er 31, 2010 was 32.8% compared to 123.0% i8.20% lower effective tax
rate in 2010 reflects the release of a valuatitowalnce on deferred tax assets due to the foretasteease in net earnings for certain
operations within the Latin America reporting ufiibhe higher rate in 2009 reflected a larger impiash the non-deductible, non-cash
goodwill impairment charges and the partially dedile charges, discounted for future cash paymeft$118.6 million for the termination
a significant long-term customer contract in theibess process outsourcing reporting unit withaltiternational segment.

Income (loss) attributable to noncontrolling intgeewas a loss of $4.6 million for the year endeddénber 31, 2010 and income of $
million for the year ended December 31, 2009. Tss in 2010 as compared to income in 2009 primeeflgcts the impact of the currency
devaluation in Venezuela.

Net earnings (loss) from continuing operationsiaitable to RR Donnelley common shareholders ferybar ended December 31, 2
was $221.7 million, or $1.06 per diluted share, pared to a loss of $27.3 million, or $0.13 per t@itlshare, for the year ended Decembe
2009. In addition to the factors described
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above, the per share results reflect an increageighted average diluted shares outstanding ofrdlllbn primarily resulting from the
Company’s net loss in 2009 causing all outstandipiipns and unvested share awards to be antiadiludis well as increases in the average
stock price and the issuance of shares relatdtbtadsting of restricted stock units and stockaoysti

U.S. Print and Related Services

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

Year Ended December 31,

2010 2009
(in millions)
Net sales $ 7,532. $ 7,437.(
Income from continuing operatiol 638.¢ 489.2
Operating margil 8.5% 6.6%
Restructuring and impairment charg 94.C 163.¢
2010 2009
Reporting unit(1) Net Sales Net Sales $ Change % Change
(in millions)
Magazines, catalogs and retail inst $1,934.: $2,050.¢ $(116.2) (5.7%)
Books and directorie 1,425.¢ 1,462.( (36.9 (2.5%)
Variable print 1,209.( 1,149.: 59.7 5.2%
Forms and label 822. 829.t (7.7 (0.€%)
Commercial 612. 602.1 10.5 1.7%
Logistics 598.4 495.1 103.: 20.%%
Financial prini 556.5 471.F 85.C 18.(%
Office products 212.¢ 228.7 (16.9) (7.1%)
Premedie 161.3 148.¢ 12.€ 8.7%
Total U.S. Print and Related Servic $7,532.: $7,437.( $ 95.2 1.3%

(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 or sertlie¢snay be produced within a
reporting unit to meet customer needs and impr@ezaiing efficiency. Certain prior year amountsevesstated to conform to the
Compan'’s current reporting unit structu

Net sales for the U.S. Print and Related Serviegment for the year ended December 31, 2010 weB3%2 million, an increase of
$95.2 million, or 1.3%, compared to 2009. Net saleseased due to higher logistics volumes andrttreased sales from the production of
mailings for the U.S. Census. In addition, the asitjun of Bowne increased net sales $48.1 millimn0.6%. These increases were partially
offset by reductions in pass-through paper salessadhe magazines, catalogs and retail insertbaokk and directories reporting units and
price declines across most reporting units. Anyamiglby reporting unit follows:

. Magazine, catalogs and retail inserts: Sales deededue to reductions in pass-through paper dalesrt prices and lower
volume on contract renewa

. Books and directories: Sales decreased primariyrasult of reductions in patis-ough paper sales, lower prices and Ic
sales in directories, partially offset by higheturoe in educational books and related materialsyedksas consumer book

. Variable print: Sales increased due to the produaatif mailings for the U.S. Census and higher dinegilings from
financial services and retail customers, partiaffget by reduced print fulfillment and distributi?olume from healthcare
customers
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. Forms and labels: Sales decreased due to contprigedpressure on both forms and labels and loareng volume,
partially offset by increased sales of lab

. Commercial: Sales increased due to higher voluwra financial services and retail customers, pdytiafset by increased
price pressure

. Logistics: Sales increased primarily due to highramt and other logistics services volumes alonthgirowth in mail cente
and commingling services, as well as higher fuetisarges

. Financial print: Sales increased due to increaapital market transactions and the acquisition@iBe, partially offset by
lower investment management and compliance voli

. Office products: Sales decreased due to lower velfrom large existing customers, customer lossdsuafavorable
pricing.

. Premedia: Sales increased due to volume from netwrers and significantly higher volume at existingtomers,

partially offset by lower pricing

U.S. Print and Related Services segment income fammtinuing operations increased $149.7 millionmhadriven by lower
restructuring and impairment charges, cost redastiesulting from restructuring actions and prowhtgtinitiatives, higher pricing on by-
products recoveries and higher volumes, partidfiged by the price declines discussed above. Ojpgratargins in the U.S. Print and Related
Services segment increased from 6.6% for the yed@dDecember 31, 2009 to 8.5% for the year endmeaidber 31, 2010 due to lower
restructuring and impairment charges, the costatiohs discussed above and higher pricing on bgyets sales, which more than offset the
impact of lower prices and higher incentive compgios expense.

International

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

Years Ended December 31,

2010 2009
(in millions)

Net sales $2,486. $2,420.

Income (loss) from continuing operatic 149.5 (36.0

Operating margil 6.C% (1.5%)

Restructuring and impairment char 50.¢€ 210.7

2010 2009
Reporting unit Net Sales Net Sales $ Change % Change
(in millions)

Business process outsourci $ 553.¢ $ 603.: $ (49.9 (8.3%)
Asia 550.€ 436.2 114.¢ 26.2%
Latin America 457.¢ 467.¢ (20.0 (2.1%)
Europe 401.¢ 388. 13.1 3.4%
Global Turnkey Solution 300.¢ 321.¢ (21.0 (6.5%)
Canade 222.2 202.7 19.7 9.7%
Total Internationa $2,486." $2,420.: $ 66.2 2.7%

Net sales for the International segment for the geaed December 31, 2010 were $2,486.7 millionnarease of $66.3 million, or
2.7%, compared to 2009. Net sales increased $1illiarmor 0.5%, due to the acquisition of Bownedasi7.4 million, or 0.3%, from changes
in foreign exchange rates. An analysis by reporting follows:

. Business process outsourcing: Sales decreased dhue lbwer volume resulting from the terminatidrassignificant
customer contract in 2009, partially offset by légkiolume from a new customer contr:
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. Asia: Sales increased due to higher volume of besk®rted to the U.S. and Europe, higher localssaleatalogs and
retail inserts and increased volume from technologyuals and packaging products, partially offgdblwer prices on
print packaging product

. Latin America: Sales decreased due to the impattteofurrency devaluation in Venezuela, disrupticenssed by the
Chilean earthquake and continued decreases in defoahusiness forms, particularly in Brazil, paliy offset by changes
in foreign exchange rate

. Europe: Sales increased due to increased voluteelimology manuals and other packaging productshadges in
foreign exchange rates, partially offset by dealinprices

. Global Turnkey Solutions: Sales decreased due fivorable product mix from existing customers, iadlst offset by
volume from new customers and changes in foreighamxge rates

. Canada: Sales increased due to changes in forediparge rates and the acquisition of Bowne, péyrtidfset by lower

statement printing volum

Income (loss) from continuing operations increa®&85.5 million primarily due to lower restructuriagd impairment charges and
increased business in Asia, partially offset bydowrices. Operating margins increased from adb4s5% for the year ended December 31,
2009 to 6.0% for the year ended December 31, 26fiWhich 6.7 percentage points were due to lowstrueturing and impairment charges.
The remaining increase resulted from cost redustibiven by restructuring actions and productiuityprovements and the termination of the
significant customer contract in 2009, which mdvart offset lower prices, cost inflation and higimeentive compensation expense.

Corporate

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

Years Ended December 31,

2010 2009

(in millions)
Operating expenst $ 232¢ $ 108
Restructuring and impairment char¢ 13.c 8.2
Acquisition and related cos 13.t 1.€

Corporate operating expenses for the year endedrbleer 31, 2010 were $232.9 million, an increasgl@#.0 million compared to
2009. The increase was driven by higher pensiorpasttetirement benefit expense of $45.2 milliolisQ@ inventory provisions of $10.2
million in 2010 compared to a benefit of $17.6 miil in 2009, higher acquisition-related costs af $1million and higher restructuring and
impairment charges of $5.1 million related to thiegration of Bowne, partially offset by cost retioies from productivity initiatives and
restructuring actions.
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RESULTS OF OPERATIONS FOR THE YEAR ENDED DECEMBER 31, 2009 AS COMPARED TO THE YEAR ENDED

DECEMBER 31, 2008 (in millions, except per share da)

Income (loss
from

Continuing

Operations
For the year ended December 31, 2 $ (405
2009 restructuring and impairment char (382.%)
2008 restructuring and impairment char 1,184.
2009 acquisitio-related expense (1.6)
2009 losses related to debt extinguishn —
2009 write-down of affordable housing investme —
2008 loss on termination of cre-currency swap —
Income tax adjustmen —
Discontinued operatior —
Operations (415.6)
For the year ended December 31, 2 $ 344:

Operating

Margin
(0.2%)
(3.5%)
10.2%

0.C%

(2.5%)
3.5%

Net Loss
Attributable to

RR Donnelley
Common
Shareholders

$ (1899
(334.0)
1,073.¢
(1.0)

(8.0)

(1.5)

1.8

(282.2)

(1.8)

(284.9)
$ (279

Net Loss
Attributable to
RR Donnelley
Common
Shareholders Pe

Diluted Share
$ (0.90
(1.69)
5.11

(0.04)
(0.01)
0.01
(1.35)
(0.01)
(1.31)
$ (0.19)

2009 restructuring and impairment chargéscluded $128.5 million of non-cash charges forithpairment of goodwill; charges of
$118.6 million, discounted for future cash paymefasthe termination of a significant long-termstomer contract in the business
process outsourcing reporting unit within the Intgronal segment, of which $117.2 million, $0.8liorl and $0.6 million are reflected
as other restructuring charges, impairment and @yepl terminations, respectively; $78.8 million ébher employee termination costs,
substantially all of which were associated withtn@suring actions resulting from the reorganizatid certain operations and the exit
of certain business activities; $32.1 million ofiet restructuring costs, primarily lease termimatosts; and $24.7 million for

impairment of long-lived assets.

2008 restructuring and impairment chargdaacluded $1,125.4 million of non-cash chargestfierimpairment 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 businetigities; $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 associatédaadfuisitions 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 mitfidhe 4.95% senior notes due May 15, 2010, disasehe reclassification of a pre-
tax loss of $2.7 million from accumulated other guahensive income to investment and other expemséadithe change in the hedged
forecasted interest payments resulting from thenease of the 4.95% senior notes.

2009 write-down of affordable housing investmelmgestment and other income (expense) included4®lion ($1.5 million after

tax) write-down of the Company’s affordable housimgestments in 2009.

2008 pre-tax loss on termination of cross-curreseaps:Investment and other income (expense) included @ @lion ($1.8 million

after tax) loss in 2008 resulting from the Compartgrmination of its cross-currency swaps.

Income tax adjustmentscluded $15.6 million of income tax expense in 2@de to the reorganization of entities within the
International segment. In addition, reflected tardfits of $228.8 million realized in
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2008 related to the decline in value and reorgaioizaf certain entities within the Internationalgsnent, as well as a benefit of $38.0
million in 2008 from the recognition of uncertaaxtpositions upon the final settlement of certai6.Uederal tax audits for the years
2000 — 2002.

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 impa€®2008 share repurchases. See further detdifeineview of operating results by
segment that follows below.

The following table shows the results of operatiforshe years ended December 31, 2009 and 2008hwflects the results of
acquired businesses from the relevant acquisitaesd

2009 2008 $ Change % Change
(in millions)
Net sales
Products $8,925.. $10,465.( $(1,539.¢) (14.7%)
Services 932.( 1,116.¢ (184.6) (16.5%)
Total net sale 9,857. 11,581. (1,724.) (14.%)
Products cost of sales (exclusive of depreciatimhamortization shown
below) 6,789.¢ 7,772 (983.)) (12.€%)
Services cost of sales (exclusive of depreciatimhamortization shown
below) 673.1 803.¢ (130.9) (16.2%)
Selling, general and administrative expenses (skawof depreciation and
amortization shown belov 1,088.! 1,220.! (232.0 (10.8%)
Restructuring and impairment charg 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.: $ (405 $ 384.¢ 950.1%

Consolidated

Net sales of products for the year ended Decembe2@®9 decreased $1,539.6 million, or 14.7%, t&@384 million versus the prior
year. Changes in foreign exchange rates decreatesdles by $172.6 million, or 1.6%, while the asijions of PROSA and Pro Lir
increased net sales by $36.2 million, or 0.3%. fEmeaining decreases were primarily attributablsigaificant volume declines and contini
price pressure across most products as customerrdiedecreased primarily due to the global econatoiwdown.

Net sales from services for the year ended DeceBthe2009 decreased $184.6 million, or 16.5%, @&2¥9 million versus the prior
year. Changes in foreign exchange rates decreatesdles by $28.5 million, or 2.6%. The remainiegréases were primarily attributable
significant volume declines and continued pricespuge across most services as customer demancésedngrimarily due to the global
economic slowdown.

Products cost of sales decreased $983.1 milli&®1889.8 million for the year ended December 3D92@ersus the prior year, primar
due to volume decreases and a benefit resultimg foaver LIFO inventory provisions, offset by lowgricing on by-product sales and higher
incentive compensation expense. Product cost e s a percentage of product net sales increasad’#.3% to 76.1%, reflecting the
impact of price pressures on net sales, volumerdes;llower pricing on by-products sales and highegntive compensation expense, offset
in part by the benefits of continued productiviffoets and lower LIFO inventory provisions.

Services cost of sales decreased $130.3 milli@673.1 million for the year ended December 31, 2083us the prior year, primarily
due to volume decreases partially offset by highegntive compensation
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expense. Services cost of sales as a percentagevifes net sales increased from 72.0% to 72.@flécting the impact of price pressures on
net sales and higher incentive compensation expeasgally offset by the benefits of continued gwotivity efforts.

Selling, general and administrative expenses dsete$132.0 million to $1,088.5 million for the yesnded December 31, 2009 versus
the prior year due to restructuring-driven cosuibns, lower sales commissions based on redudiethe, decreased bad debt expenses, the
elimination of the Company’s 401(k) match and ctemnig foreign exchange rates, partially offset lmhér incentive compensation expense.
Selling, general and administrative expenses as@ptage of consolidated net sales increased ¥th&%6 to 11.0%, reflecting the impact of
the net sales decline and higher incentive compiemsaxpense, which more than offset the benefiirofluctivity efforts.

For the year ended December 31, 2009, the Comgamoyded a net restructuring and impairment promisio$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 paymefasthe termination of a significant long-termstomer contract in the business process
outsourcing reporting unit within the Internatioselgment, which allowed the Company to withdrawnfieertain unprofitable operations in
this area. In addition, these charges included8bigllion for workforce reductions of 4,043 empl@ge(all of whom were terminated as of
December 31, 2010) associated with actions regultom the reorganization of certain operationseSehactions also included the closings of
two catalog, magazine and retail insert manufactufacilities, two book manufacturing facilitieschane premedia facility within the U.S.
Print and Related Services segment and the claditwgpo Global Turnkey Solutions manufacturing fék, one business process outsour
facility, one Latin America manufacturing facilignd one European manufacturing facility within thiernational segment. Additionally, the
Company recorded $24.7 million of impairment charfg other long-lived assets and $32.1 milliorothfer restructuring costs, including
lease termination and other facility closure costs.the year ended December 31, 2008, these chargjaded non-cash, pre-tax charges of
$1,125.4 million for the impairment of goodwill anther intangible assets and $44.1 million for viorke reductions of 2,245 employees (all
of whom were terminated as of December 31, 201€)@ated with actions resulting from the reorgatiizeof 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@t within the International segment
and the realignment and consolidation of the figmarint organization in the U.S. Print and Reth&ervices and International segments. In
addition, the Company recorded $4.6 million of innpeent charges of other long-lived assets and $a@lén of other restructuring costs,
mainly related to lease terminations in exitedlites.

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 asestdting from the impairment of
customer relationship intangible assets in thermss process outsourcing unit in 2008. Changewrdigh 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 reldtipss 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 comparealtss 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 asdsesavings achieved from restructuring actigsidgad productivity efforts, a benefit
resulting from lower LIFO inventory provisions digereduced inventory levels and lower inventory aatchmodity 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 lowemgrion by-products sales.
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Net interest expense increased by $8.2 milliortHeryear ended December 31, 2009 versus the graot primarily due to the issuance
of $400 million of 11.25% senior notes and $350iomil of 8.60% senior notes on January 14, 20094uglst 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 raaedijally offset by lower average short-
term borrowings.

Net investment and other expense for the year eBéedmber 31, 2009 and 2008 was $16.6 million @ fillion, respectively. In
2009, the Company'’s repurchases of $640.6 millioitssenior notes maturing in 2012 and 2010 resulh a loss on the debt extinguishment
of $10.3 million. In addition, as a result of thepurchase of the senior notes due May 15, 201G ¢inepany reclassified a loss of $2.7 mill
from accumulated other comprehensive income tosimvent and other expense due to changes in thetiédigecasted interest payments.
Additionally, the Company recorded a $2.4 milliorite-down on its affordable housing investments. the year ended December 31, 2008,
the Company terminated its cross-currency swapghaiesulted in a loss of $9.9 million. In additjisghe Company sold an equity investment
in Latin America, which resulted in a gain of $4n@lion.

The effective income tax rate for the year endeddb®er 31, 2009 was a provision of 123.0% comptradbenefit of 31.2% in 2008.
The effective tax rate for the year ended DecerBheP009 was impacted by the non-deductible, nah-gaodwill impairment charge of
$128.5 million and the partially deductible chargdiscounted for future cash payments, of $118lBamifor the termination of a significant
long-term customer contract in the business prosetsourcing reporting unit within the Internatibeagment. The 2008 effective income tax
rate was impacted by the non-deductible goodwiiaimrment charge of $800.1 million and by tax bemsedf $228.8 million related to the
decline in value and reorganization of certaint@#iwithin the International segment and relateditenefits realized upon the reorganization
of certain foreign entities therein and the benafft$38.0 million from the recognition of uncertaax positions upon final settlement of
certain U.S. federal income tax audits for the y&9100-2002.

Net loss from continuing operations attributabl&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 10.0ienilshares of its common stock in 2008.
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U.S. Print and Related Services

The following tables summarize net sales, incoromftontinuing operations and certain items impactiomparability, which reflect
the results of acquired businesses from the retea@quisition dates, within the U.S. Print and RelaServices 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 $2,050.¢ $2,528.( $ (477.6 (18.9%)
Books and directorie 1,462.( 1,764." (302.5 (17.1%)
Variable print 1,149.: 1,261. (112.9) (8.2%)
Forms and label 829.t 908.1 (78.6) (8.7%)
Commercial 602.1 711.¢ (209.9) (15.4%)
Logistics 495.] 573.1 (78.0 (13.6%)
Financial print 471.5 522.¢ (51.]) (9.8%)
Office products 228.7 270.t (41.¢) (15.5%)
Premedie 148. 164.( (15.6) (9.5%)
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 or sertlie¢snay be produced within a
reporting unit to meet customer needs and imprgegating efficiency. Certain prior year amountsevestated to conform to the
Compan’s current reporting unit structu

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. Tbguisition 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
An analysis by reporting unit follows:

Magazines, catalogs and retail inserts: Sales dsecedue to lower page counts resulting from retladeertising
spending, lower circulation volume and price pressin new and existing customer contra

Books and directories: Sales decreased due to lesheme in educational books, related materials@irettories

Variable print: Sales decreased due to an unfal@sitft in product mix, lower sales of direct niagjs from financial
service companies and retail customers and redutfdiinent and distribution volume from healthcacastomers

Forms and labels: Sales decreased due to lowemeoltom major customers and increased price pres
Commercial: Sales decreased due to lower volungerasult of the economic slowdown and increasexkpiessure
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. Logistics: Sales decreased primarily due to lowertwolumes and reductions in fuel surchar¢

. Financial print: Sales decreased due to reductioti®e size and number of capital market transastand increased price
pressure

. Office products: Sales decreased primarily duewel volume from large retail custome

. Premedia: Sales declined due to lower volume frristiag customers for print related produc

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 compensatiparese, partially offset by lower
restructuring and impairment charges, operatingj mukictions 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 fhee impact of volume declines, price pressumsget pricing on by-products sales and
higher incentive compensation expense, partialigedby lower restructuring and impairment chargesd cost savings, as discussed above.

International

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

Years Ended December 31,

2009 2008
(in millions)

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

Loss from continuing operatiol (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%)
Asia 436.2 473.( (36.9) (7.€%)
Latin America 467.¢ 485.2 (7.9 (3.€%)
Europe 388.% 498.( (109.9) (21.%)
Global Turnkey Solution 321.¢ 455.( (133.9 (29.2%)
Canade 202.% 232.2 (29.5) (12.7%)
Total Internationa $2,420. $2,877. $(457.0) (15.€%)

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 exchanggesraf $201.1 million, or 7.0%, and
volume and price declines resulting from the glasainomic slowdown. An analysis by reporting uaitdws:

. Business process outsourcing: Net sales decreaset ¢hanges in foreign exchange rates, as willgs volume in
transactional print and mail and design and priahagement service

. Asia: Sales decreased due to reduced export béek &ad lower volumes and prices on print packagnoglucts

. Latin America: Net sales decreased due to chamgesaign exchange rates and lower sales of fopatially offset by the

acquisition of PROSA, which increased net sale$18:7 million, or 3.9%
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. Europe: Net sales decreased due to changes igficegChange rates and lower sales of directoridsammercial print, a
well as unfavorable product mix changes and dedipirices, largely related to technology manuats@her related
packaging product:

. Global Turnkey Solutions: Net sales decreased alleater volume from retail and technology customassthe economic
slowdown impacted both consumer and business spgdi their products, as well as changes in foreigrhange rate

. Canada: Net sales decreased due to changes igrf@ethange rates and lower sales of forms andslattatement printin
and commercial print product

Loss from continuing operations decreased $528ll&mprimarily due to lower restructuring and impaent charges, partially offset
by volume declines, the ongoing impact of compedifrice pressures, unfavorable product mix antdrigncentive compensation expense,
partially offset by lower intangible amortizatiorgense. Operating margins as a percentage ofisalesased from (19.6%) for the year en
December 31, 2008 to (1.5%) for the year ended mDbee 31, 2009. Of this margin change, 19.6 pergeng@ints 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 opegatirpenses and certain items impacting companakilthin 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 dlimination of the Company’s 401(k) match and ceductions from productivity and
restructuring actions, partially offset by highecéntive compensation expense and higher restmgtand impairment charges.

RESTRUCTURING, IMPAIRMENT, AND ACQUISITION-RELATED CHARGES

During 2010, the Company recorded net restructuaimdjimpairment charges of $157.9 million. Thesargbs included $61.0 million
for the impairment of goodwill within the forms atabels reporting unit in the U.S. Print and Rela®rvices segment, $26.9 million for the
impairment of acquired customer relationship inthlegassets in the Global Turnkey Solutions repgrtinit within the International segment
and $4.6 million for the impairment of other lorigeld assets. Additionally, these charges includ2®$million related to workforce
reductions of 1,458 employees (1,354 of whom weminated as of December 31, 2010), associatedasttbns resulting from
reorganization of certain operations. These actincisided the reorganization of certain operatiaiihin the Financial Print reporting unit
within the U.S. Print and Related Services segrdaatto the acquisition of Bowne. In addition, thastons included the reorganization of
certain operations within the business processoauténg and Latin America reporting units and tbatmuing charges resulting from the
closing of two Global Turnkey Solutions manufaatgrfacilities in 2009 within the International segmb. Further, these actions included the
reorganization of certain operations within the amge, catalog and retail insert and variable pgpbrting units and the closing of one
Forms and Labels manufacturing facility within teS. Print and Related Services segment. Finddly Gompany recorded $29.5 million of
other
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restructuring charges, of which $13.6 million rethto mutli-employer pension plan partial withdraelsarges primarily attributable to two
closed manufacturing facilities within the U.S.riR@nd Related Services segment, as well as leasingtion and other facility closure costs.

During 2009, the Company recorded net restructuaimdjimpairment charges of $382.7 million. Thes&rgbs 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 terminationsesgely. Additionally, these charges included $7&illion related to workforce
reductions of 4,043 employees (all of whom werenteated as of December 31, 2010), associated witbres resulting from the
reorganization of certain operations and the exitihcertain business activities. These actionkided the closings of two magazine, catalog
and retail insert manufacturing facilities, two kooanufacturing facilities and one premedia fagiitithin the U.S. Print and Related Servi
segment and the closing of two Global Turnkey Soh# manufacturing facilities, one business prooegsourcing facility, one Latin
America manufacturing facility and one European uiacturing facility within the International segmeRinally, the Company incurred ott
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 reorgatidgn of certain operations and the
exiting of certain business activities. These aimcluded the realignment and consolidation efG@anadian organization, management
reorganization within Latin America, the closingtefo 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 cgsncluding 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 termamegtiand other costs in connection
with the acquisition of Pro Line. Costs of $1.7Irail were for workforce reductions of 23 employeesulting from the elimination of
duplicative administrative functions. Charges o#$@illion of other restructuring costs includedde terminations in exited facilities.

The Company made cash payments of $158.1 millibB6$! million and $68.9 million for restructuringtvities during the years end
December 31, 2010, 2009 and 2008, respectively.8%88lion of the $158.1 million paid in 2010 and22 million of the $126.4 million pa
in 2009 related to the terminated customer conttsciussed previously. These outlays were all fdngsng cash generated from operations
and cash on hand.

In 2011, the Company expects to realize furthet sagings associated with the restructuring actiaken in 2010 and 2009, primarily
through reduced employee and facility costs. Resiring actions have been and will continue todse in conjunction with the recent
acquisition of Bowne, which will result in signifiat additional restructuring charges in 2011. Iditah, the Company expects to identify
other cost reduction opportunities within both emtrand newly acquired businesses and possiblyfattesr actions in 2011, which may
result in significant additional restructuring ches. These restructuring actions will be fundeddmsh generated from operations and cash on
hand or, if necessary, the Company will fund thessts by utilizing its credit facilities.
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LIQUIDITY AND CAPITAL RESOURCES
The following describes the Company’s cash flowglie years ended December 31, 2010, 2009 and 2008.

Cash Flows From Operating Activities

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

2010 compared to 2009

Net cash provided by operating activities of comitig operations was $752.5 million for the yeareh®ecember 31, 2010, compared
to $1,425.8 million for the year ended December28D9. The decrease in operating cash flow reftettte $515.8 million benefit from
reductions in net working capital (accounts receli@ainventory, prepaid expenses and other cuass#ts and accounts payable) driven by
volume declines and efficiency improvement in 2008, non-recurring tax refund of $164.1 million2009, the continued price pressures on
net sales in 2010, the $57.5 million payment iruday 2010 related to the termination of the longrateustomer contract in 2009 and
incentive compensation payments in the first quart010 compared to no such payments in 2009sd llecreases were partially offset by
higher operating earnings in 2010 driven by codticions from productivity and restructuring acand the $22.2 million payment in the
third quarter of 2009 related to the terminationie long-term customer contract in 2009.

2009 compared to 2008

Net cash provided by operating activities of comitig operations was $1,425.8 million for the yesded December 31, 2009, compe
to $1,018.8 million for the year ended December2BD8. The increase in operating cash flow reftbthe extending of payment terms on
accounts payable, the receipt of income tax refafi@i64.1 million, reductions in inventories arateunts receivable resulting from volume
declines and a focus on improved working capitahaggment, lower incentive compensation paymer2@® as compared to 2008 and
lower income tax payments due to decreased taxadxdene, partially offset by lower operating earrgrgiven by significant volume
declines.

Cash Flows From Investing Activities
2010 compared to 2009

Net cash used in investing activities for the yeraled December 31, 2010 was $674.5 million compar8260.9 million for the year
ended December 31, 2009. Net cash used for thesitaous of Bowne, Nimblefish and 8touches duririd @ was $439.8 million and the
acquisitions of PROSA and Prospectus during 2009%26.6 million. The Company used $17.0 milliopptochase long-term investments
and $14.7 million to purchase short-term depositing 2010. The short-term term deposits were sylesatly liquidated for $14.9 million
during 2010. The Company received proceeds fronsdle of investments and other assets of $11.%omilluring 2010 compared to $2.2
million during 2009. Capital expenditures were $22illion in 2010, an increase of $34.4 milliomgpared to 2009. The Company
continues to fund capital expenditures primarilyotigh cash provided by operations. Finally, in 2a88 Company transferred $43.7 million
to restricted cash within other noncurrent assetthe Consolidated Balance Sheets related to tstermer contract termination within the
business process outsourcing reporting unit aneived transfers from restricted cash of $6.2 millio

2009 compared to 2008

Net cash used in investing activities for the yealed December 31, 2009 was $260.9 million compar&851.2 million for the year
ended December 31, 2008. Net cash used for adquisit businesses during 2009 included $26.6 nmlfiar the acquisition of PROSA and
Prospectus. For the year ended December 31, 2608, n
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cash used for acquisitions included $132.6 milfimnthe acquisition of Pro Line and another smallequisition, offset by proceeds of $10.5
million from purchase price adjustments relategrevious acquisitions. The Company received proeé®an the sale of investments and
other assets of $2.2 million during 2009 compace$i53.2 million during 2008, which included $27.8lion of net proceeds from the sale of
certain investment securities related to the plddiggiidation of a captive insurance subsidiarypi@d expenditures were $195.0 million, a
decrease of $127.9 million compared to 2008, réfigdower spending on capacity growth due to flgaificant reduction in production
volumes resulting from the global economic slowdoWne Company continued to fund capital expenddymémarily through cash provided
by operations. Finally, in 2009, the Company trangd $43.7 million to restricted cash within othencurrent assets on the Consolidated
Balance Sheets related to the customer contrantrtation within the business process outsourcipgnting unit and received transfers from
restricted cash of $6.2 million. In 2008, the Compeeceived transfers of $40.6 million of restrétteash in 2008 primarily due to the release
of excess funding from a trust associated withGbenpany’s acquisition of Banta.

Cash Flows From Financing Activities
2010 compared to 2009

Net cash used in financing activities for the yeaded December 31, 2010 was $58.0 million compiaré&d,028.0 million in 2009.
During 2010, the Company received proceeds of $4@0lion from the issuance of long-term senioremtvhich were partly used to repay
borrowings on the Company’s previous revolving aréatility (the “previous Facility”). Proceeds frothe previous Facility borrowings were
used, along with cash on hand, to pay the May 204furrity of senior notes of $325.7 million. In afilol, the Company repaid $25.4 million
and $1.9 million of debt assumed as part of the BBo@and Nimblefish acquisitions, respectively. Dgrit009, the Company received proce
from the issuance of $750.0 million of long-ternmise notes and repaid $400.0 million in senior sdteat matured April 1, 2009 and
repurchased $466.4 million and $174.2 million afieenotes maturing January 15, 2012 and May 1502fespectively. Net borrowings
under the Company’s revolving credit agreement {(@redit Agreement”) and previous Facility were $12 million for the year ended
December 31, 2010. Net repayments under the preWauility were $200.0 million for the year endegcBmber 31, 2009. The net change in
other short-term debt was a cash outflow of $3@&lBon during 2009 primarily due to the pay dowhommmercial paper.

2009 compared to 2008

Net cash used in financing activities for the yealed December 31, 2009 was $1,028.0 million coetptr $678.9 million in 2008.
During 2009, the Company received proceeds fronistheance of $750.0 million of lortgrm senior notes and repaid $400.0 million in Gk
notes that matured April 1, 2009 and repurchas&® #4million and $174.2 million of senior notes omatg January 15, 2012 and May 15,
2010, respectively. Net repayments under the posvitacility were $200.0 million for each of the geanded December 31, 2009 and 2008.
The net change in other short-term debt was a@atflow of $305.6 million during 2009 primarily due the pay down of commercial paper.
The net change in other short-term debt for the gaded December 31, 2008 was a cash inflow of §@lBn due to borrowings under
international credit facilities, partially offsey bhe repayment of commercial paper. Additione#i®78.8 million was utilized during the year
ended December 31, 2008 to acquire 10.0 milliomeshaf common stock under the Company’s share cbpse program.

Other

The Company’s cash balances are held in numergasidos throughout the world, including substardi@ounts held outside of the
United States. Most of the amounts held outsidb®United States could be repatriated to the drifiates 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.
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Included in cash and cash equivalents of $519.llomiat December 31, 2010 were short-term investmnthe amount of $78.2
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 hitilyd.

Dividends

Cash dividends paid to shareholders totaled $2hllibn, $213.6 million and $219.2 million in 2012009 and 2008, respectively. The
Company has consistently paid a dividend sinceéapa public company in 1956 and currently haplans to cease or reduce its dividend
payments in 2011. The Company believes it will ourg to generate sufficient cash flows from operagito pay future dividends that may be
approved by the Company’s Board of Directors. Qnuday 13, 2011, the Board of Directors of the Conypdeclared a quarterly cash
dividend of $0.26 per common share, payable on Mar@011 to shareholders of record on Januar2@8].

Contractual Cash Obligations and Other Commitmentsand Contingencies
The following table quantifies our future contraatobligations as of December 31, 2010:

Payments Due In

Total 2011 2012 2013 2014 2015 Thereafter
(in millions)
Total debt(1] $5,295.f $357.C $386.. $228.. $814.F $688.2 $2,820.7
Operating lease 725.¢ 160.¢ 123.2 96.4 75.2 57.1 213.2
Other(2) 235.¢ 176. 43.7 10.7 4.6 0.1 —
Total as of December 31, 20 $6,257.. $694.E $553.0 $335.F $894.¢ $745.. $3,033.C

(1) Total debt includes $1,772.3 million of schedulettiest payments, of which the Company expectaydb@25.9 million in 2011

(2) Other represents contractual obligations fdsourced services ($176.6 million), purchases operty, plant and equipment ($34.6
million), employee restructuring-related severapagments ($11.6 million) and purchases of natusal (§8.7 million). The Company
has included $4.3 million of uncertain tax lialdg that are classified as current liabilities loe €onsolidated Balance Sheets. Excluded
from the table are $152.8 million of uncertain biabilities, as the Company is unable to reasonabtimate the ultimate amount or
timing of settlement

The Company expects to make cash contributionpmioximately $45.8 million to its pension plans amproximately $15.2 million to
its postretirement benefit plans in 2011, whichrasereflected above. The Company may elect to nagkitional non-required contributions
to its plans in 2011. The Company expects thatiredwontributions in future years will increase.

As of December 31, 2010, 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.

LIQUIDITY

The Company believes it has sufficient liquiditystgpport its ongoing operations and to invest tarkigrowth to create value for its
shareholders. Operating cash flows are the Compamirhary source of liquidity and are expecteddaibed 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 pawyis that may be approved by the Board of Directadditional acquisitions and future
common stock or debt repurchases based upon namkditions.
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Cash and cash equivalents of $519.1 million asexfdinber 31, 2010 included $78.0 million that weaily available in the U.S. and
$441.1 million that were available at internatiotwalations, most of which could be subject to UeBleral income taxes and some of which
could be subject to local country taxes if repatidato the U.S. In addition, repatriation of soraeefgn cash is further restricted by local laws.
The Company maintains a cash pooling structureghables several participating international las#ito draw on the Company’s overseas
cash resources to meet local liquidity needs. Hitah, foreign cash balances may be loaned to th8rating entities on a temporary basis in
order to reduce the Company’s short-term borroweiogts or for other purposes.

On December 17, 2010, the Company entered into7b$illion revolving unsecured and committed ctedireement (the “Credit
Agreement”) which expires December 17, 2013, sulifea possible one-year extension if agreed tthbylending financial institutions.
Borrowings under the Credit Agreement bear intesiest rate dependent on the Company’s credit mtghe time of borrowing and will be
calculated according to a base or Eurocurrencyplatean applicable margin. The Company will paguwaat commitment fees at rates
dependent on the Company’s credit ratings. The iCAgpieement replaced the Company’s previous $2lidm unsecured and committed
revolving credit facility (the “previous Facility”)All amounts outstanding under the previous Fguoiliere repaid with borrowings under the
Credit Agreement. The Credit Agreement can be €megeneral corporate purposes, including lettérredit and as a backstop for the
issuance of commercial paper. The Credit Agreensesubject to a number of financial covenants timgpart, may limit the use of proceeds,
and the ability of the Company to create liens sgets, incur subsidiary debt, engage in mergersamsblidations, or dispose of assets. The
financial covenants require a minimum interest cage ratio and a maximum leverage ratio, both todmputed on a pro forma basis as
defined in the Credit Agreement. Based on the Cowigaesults of operations for the year ended DdxarB1, 2010 and existing term debt
structure, as shown in the table below, the Compawd utilize approximately $1.4 billion of the $5 billion Credit Agreement and not be
in violation of those financial covenants. Howewbe Company does not expect the reduction in alvititly on the Credit Agreement to
impact its ability to meet its liquidity requirermsnin addition, borrowings under the Credit Agresinare subject to certain conditions, all of
which were met at December 31, 2010. As of Decer@beR010, there were $120.0 million of borrowimgsgstanding under the Credit
Agreement.

The Company also has $107.4 million in credit fée8 outside of the U.S., most of which are uncatied. As of December 31, 2010,
the Company had $57.0 million in outstanding letiafrcredit, of which $37.4 million reduced availap under the Credit Agreement and
$11.8 million reduced availability under uncommittecilities outside of the U.S. As of December 3210, the Company had no commercial
paper outstanding. The failure of a financial ingidbn supporting the Credit Agreement would redtieesize of our committed facility unless
a replacement institution were added. Currentlg,Rhcility is supported by 20 U.S. and internatidimancial institutions. The current
availability on the Credit Agreement is shown ie fbllowing table:

December 31, 201

(in millions)
Availability
Committed credit facility $ 1,750.(
Availability reduction from covenan 247.(
1,503.(
Usage
Borrowings under the committed credit facil 120.(
120.(
Current availability at December 31, 2C $ 1,383.(

The Company was in compliance with its debt covenaa of December 31, 2010, and is expected toindmaompliance based on
management’s estimates of operating and finanegallts for 2010 and the foreseeable future; howaseof December 31, 2010, as shown in
the table above, the Company may borrow
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approximately $1.4 billion of the $1.75 billion cantly not utilized under the Credit Agreementbasrowings above $1.4 billion would cat
the Company to violate certain debt covenantsénGtedit Agreement. In addition, the Company miethal conditions required to borrow
under the Credit Agreement as of December 31, 20tl0management expects the Company to continueés thre applicable borrowing
conditions.

On March 31, 2010, Moody'’s Investors Service reaffid the Company’s senior unsecured debt ratindgshart-term credit rating at
Baa3 and P-3, respectively. On April 1, 2010, Stéad& Poor’s Ratings Services reaffirmed the Conyfmlong-term corporate credit and
senior unsecured debt ratings at BBB and maintaime€ompany’s short-term credit rating at A-3.

On June 21, 2010, the Company issued $400 milfdh625% senior notes due June 15, 2020. The Coynpsed the net proceeds to
repay borrowings under the previous Facility thatevdrawn on May 13, 2010 and used, together waish on hand, to repay $325.7 million
of senior notes due May 15, 2010. The remainingoreteeds were used for general corporate purposes.

On August 26, 2009, the Company issued $350 mithio®.60% senior notes due August 15, 2016. The gzom used the net proceeds,
along with borrowings under the previous Facilidaash on hand, to repurchase $466.4 million®5tB25% senior notes due January 15,
2012 and $174.2 million of the 4.95% senior notes May 15, 2010.

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 previous Facility. If the Company eigrares a downgrade in its credit
ratings below investment grade, these senior reotesubject to an increase from the 11.25% inteatst The Company borrowed $400.0
million in March 2009 under the previous Facilityrepay the April 1, 2009 maturity of $400 milliansenior notes. During the second
quarter 2009, the Company repaid the $400 millibprevious Facility borrowings.

In the third quarter of 2009, the Company termidaesignificant long-term customer contract in blusiness process outsourcing
reporting unit within the International segmenteT®@ompany paid approximately $118.0 million in tetarestructuring costs, of which $22.2
million was paid in the third quarter of 2009, $illion was paid in January 2010 and $38.3 millieas paid in December 2010.

On December 31, 2010, the Company acquired thésass8touches, for a purchase price of $1.1 mllibhe Company financed this
acquisition with cash on hand.

On December 14, 2010, the Company acquired thesassEimblefish, for a purchase price of $4.1 moill. The Company financed this
acquisition with cash on hand.

On November 24, 2010, the Company acquired Bovareg purchase price of $480.4 million. The Compfmgnced this acquisition
with cash on hand and through borrowings undeptheious Facility.

On January 2, 2009, the Company acquired the assBROSA, for a purchase price of approximately 8llion. 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.

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 ofnevaial paper. As of December 31,
2010, the Company is authorized, under the ternassbfare repurchase program approved by the Bé&lextors, to repurchase up to
10.0 million shares.
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Risk Management

The Company is exposed to interest rate risk owmaiteble debt and price risk on its fixed-ratetdéts of December 31, 2010,
approximately 79.3% of the Company'’s outstandimmtdebt was comprised of fixed-rate debt. At Decendi, 2010, the Company’s
exposure to rate fluctuations on variable-intebestowings was $732.1 million, including $600.0 lioih notional value of interest rate swap
agreements (See Note Drivatives, to the Consolidated Financial Statements) an@ $1iillion in borrowings under the Credit
Agreement, international credit facilities and atlmng-term debt.

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 that borrowjrgales, purchases, revenues, expenses or
other transactions are not in the local currencthefoperating unit, the Company is exposed toetusy risk and may enter into foreign
exchange forward contracts to hedge the curreisky Ais of December 31, 2010, the aggregate notimalunt of outstanding foreign
exchange forward contracts was approximately $160l#®n (See Note 14Derivatives, to the Consolidated Financial Statements). Net
unrealized gains from these foreign exchange cotstkaere $0.2 million at December 31, 2010. The gamy does not use derivative
financial instruments for trading or speculativepgmses.

OTHER INFORMATION
Environmental, Health and Safety

For a discussion of certain environmental, heatith safety issues involving the Company, see Not€bhmitments 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 2010, 2009 and 2008, the Company adoptadusaccounting standards. See NoteNsy Accounting Pronouncements the
Consolidated Financial Statements for a descripifahe accounting standards adopted during 2010.

Pending standards and their estimated effect o@tmepany’s consolidated financial statements aserilzed in Note 20\ew
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 oweit@ble-rate debt and price risk on its fixecerdebt. As of December 31, 2010,
approximately 79.3% of the Company'’s outstandimmtdebt was comprised of fixed-rate debt. At Decendi, 2010, the Company’s
exposure to rate fluctuations on variable-intebestowings was limited to $732.1 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 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 borrowingesgurchases, revenues, expenses or othe
transactions are not in the local currency of therating units, the Company is exposed to curreiskyand may enter into foreign exchange
forward contracts to hedge the currency risk. ABDetember 31, 2010 and 2009, the aggregate no@mmalint of outstanding foreign
exchange forward contracts was approximately $1680l#n and $437.0 million, respectively.
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The Company assesses market risk based on chanigésréest rates and foreign currency rates utidjza sensitivity analysis that
measures the potential loss in earnings, fair wadunel cash flows based on a hypothetical 10% charngterest and foreign currency rates.
Using this sensitivity analysis, such changes wowlthave a material effect on foreign currencyngaind losses, interest income or expense
and cash flows, and would change the fair valudixefl-rate debt at December 31, 2010 and 2009bycximately $101.8 million and
$101.0 million, respectively.

Credit Risk

The Company is exposed to credit risk on accowgusivable balances. This risk is mitigated duééoQ@ompany’s large, diverse
customer base, dispersed over various geograpfimneand industrial sectors. No single customergrised more than 10% of the
Company’s consolidated net sales in 2010, 200D682The Company maintains provisions for potemtiatlit losses and any such losses to
date have normally been within the Company’s exqi@nis. The Company evaluates the solvency oligsoeners on an ongoing basis to
determine if additional allowances for doubtful @gnts need to be recorded, and additional econdisiiaptions or a further slowdown in the
economy could result in significant additional des.

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 dhange in the price of paper and
other raw materials would not have a significafiée&fon the Company’s consolidated annual restiltgerations or cash flows because these
costs are generally passed through to its customers

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

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

None.

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

As required by Rule 13a-15(b) and Rule 15d-15(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) athd 3&) of the Securities Exchange Act of 1934o0ABecember 31, 2010, 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 Offiasncluded that disclosure controls and procedasesf December 31, 2010 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 allimely decisions regarding required
disclosure.
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Changes in Internal Control Over Financial Reporting

Except as noted below, there have not been anygelsaein the Company'’s internal control over finahmporting (as defined in Rules
13a-15(f) and 15d-15(f) under the Securities Exgeafict of 1934) that occurred during the quarteteshDecember 31, 2010 that has
materially affected, or are reasonably likely tatenally affect, the Company’s internal control o¥imancial reporting.

Effective for the quarter and year ended DecemheRB10, the Company implemented a new income axigion software package to
support the computation, consolidation and reviéthe Company’s consolidated provision for incoraeets and related disclosures. This
software implementation was part of an ongoingrétimimprove the effectiveness of internal cordroVer accounting and reporting of
income taxes. In connection with this implementatihe Company has modified the design, operatiochdmcumentation of internal control
processes impacted by the new software.

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, 2010. Management b&seds$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, 2010, the Company maintagffedtive internal control
over financial reporting.

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

February 22, 2011
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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, 2010, 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,
2010, 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, 2010 of the Company angkpart dated February 22, 2011
expressed an unqualified opinion on those finarste@tkements.

/s/ DELOITTE & TOUCHE LLF
Chicago, lllinois
February 22, 2011
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ITEM 9B. OTHER INFORMATION
None.
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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@®] (the “2011 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 2011 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” of28&1 Proxy Statement.

Equity Compensation Plan Information

Information as of December 31, 2010 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 approvi
by security holders(Z 9,162.¢ $ 20.2( 4,167.45)
Equity compensation plans not
approved by security holders( 757.1 25.4( —
Total 9,920.( $ 20.9( 4,167..

(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 to common stock of the CargpAs of December 31, 2010,
107,545 shares were issuable upon the exercigeal gptions with a weighted average exercise areshare of $17.14. Information
regarding these awards is not included in the
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(2) Includes 5,660,306 shares issuable upon the vestirestricted stock unit:

(3) Represents the 2000 Broad-Based Incentive &idrthe Moore Wallace 2003 Long-Term Incentive Placludes 212,750 shares
issuable upon the vesting of restricted stock uséised 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, stptions, stock appreciation rights, restricted staté&ck units or combinations thereof.
The maximum number of shares of common stock ttzgt 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 (exclu@ding such awards made pursuant t
employment agreement with a ne-hired Chief Executive Officer of the Company), dfieh 2,697,837 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 digib participate in the plan. Awards under the0UIP 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 LTIRImiaistered by the Board of Directors of the Compatich may delegate any or all of its
responsibilities to the human resources committébeoBoard 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 acquisittd Moore Wallace). As of December 31, 2010, theeee 212,750 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 oharige in control”).

2000 Broad-Based Stock Incentive Plan

In 2000, the Board of Directors approved the adwptif the 2000 Broad-Based Stock Incentive Plad@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. TI0@ 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 comrstotk were reserved and authorized for issuanderthe 2000 Broad-Based
Plan. An additional 3,000,000 shares (for an agapeegf 5,000,000 shares) were subsequently resanatduthorized for issuance under the
2000 Broad-Based Plan. As of December 31, 201@ympto purchase 544,366 shares of common stook agstanding under the 2000
Broad-Based Plan. These options have a purchaszquual to the fair market value of a share ofrmomstock at the time of the grant. All
of the outstanding options generally vest overréopeof three years, are not exercisable unlestddgsubject in some cases to early vesting
and exercisability upon specified events, includimg death or permanent disability of the optiotesmination of the optionee’s employment
under specified circumstances or a “change in otfiiitand generally expire 10 years after the date aftgio awards other than options w
made under the 2000 Broad-Based Plan.
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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 Transactiotijie Board’s Committees and Their Functions” andtibrate Governance—
Independence of Directors” of the 2011 Proxy Stateim
ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

Information regarding principal accounting fees ardvices is incorporated herein by referencedahterial under the heading “The
Company’s Independent Registered Public Accourfing” of the 2011 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 22nd day of Reruary 2011.

R.R. DONNELLEY & S oNSC OMPANY

/s/  MiLesW. M cH ucH

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 22nd day of February 2011.

Signature and Title

/s/  THoMASJ. QUINLAN , llI

Signature and Title

/s/ THOMASS. JOHNSON*

Thomas J. Quinlan, Il
President and Chief Executive Officer, Director
(Principal Executive Officer)

/s/  MiLesW. M cH ucH

Thomas S. Johnson
Director

/s/ JoHNC. Pope*

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

/s/  ANDREWB. C OXHEAD

John C. Pope
Director

/s/  MicHAEL T. RIORDAN *

Andrew B. Coxhead
Senior Vice President and Controller
(Principal Accounting Officer)

/s/  LeeA. C HADEN *

Michael T. Riordan
Director

/sl  OLIVER R. SOCKWELL *

Lee A. Chaden
Director

/s/  JupiTH H. H AMILTON *

Oliver R. Sockwell
Director

/s/  STEPHENM. W OLF *

Judith H. Hamilton
Director

/sl SusaNM. | VEY *

Susan M. Ivey
Director

By: /sl SuzanNE S. BETTMAN

Suzanne S. Bettman
As Attorney-in-Fact

Stephen M. Wolf
Chairman of the Board, Director

* 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)

Net Sales
Products
Services
Total net sale
Products cost of sales (exclusive of depreciatimhamortization shown beloy
Services cost of sales (exclusive of depreciatiwhamortization shown beloy
Selling, general and administrative expenses (sketuof depreciation and amortization show
below)
Restructuring and impairment char—net (Note 3’
Depreciation and amortizatic
Total operating expens
Income (loss) from continuing operations
Interest expen—net (Note 13
Investment and other expe—net
Earnings (loss) from continuing operations befo@mme taxe
Income tax expense (benefit) (Note !
Net earnings (loss) from continuing operation:
Income from discontinued operations, net of
Net earnings (loss)
Less: Income (loss) attributable to noncontrollinigrests
Net earnings (loss) attributable to RR Donnelley anmon shareholders

Net earnings (loss) per share attributable to RR Danelley common shareholders (Note 15
Basic:

Net earnings (loss) from continuing operatir

Income from discontinued operations, net of

Net earnings (loss) attributable to RR Donnellegnowon shareholdel

Diluted:
Net earnings (loss) from continuing operatir
Income from discontinued operations, net of
Net earnings (loss) attributable to RR Donnellesnowon shareholdel

Weighted average number of common shares outsigiiote 15):
Basic
Diluted
Amounts attributable to RR Donnelley common shaladrs:
Net earnings (loss) from continuing operatir
Income from discontinued operations, net of

Net earnings (loss) attributable to RR Donnellegnowon shareholde!

Year Ended December 31,

2010 2009 2008
$ 8956«  $8,925.  $10,465.(
1,062.} 932.( 1,116.¢
10,018. 9,857. 11,581.(
6,857.¢ 6,789.¢ 7,772.¢
785.1 673.1 803.
1,123.c 1,088.} 1,220.}
157.¢ 382.7 1,184."
539.2 579.( 640.¢
9,463. 9,513 11,622.
555.F 344.: (40.5)
222.¢ 234.¢ 226.L
(9.9) (16.6) (2.4)
323.( 93.1 (269.9)
105.¢ 114.F (83.9)
217.1 (21.2) (185.9)
— — 1.8
217.1 (21.2) (183.6)
(4.6) 5. 6.2
$ 2217  $ (279 $ (189.9
$ 107 $ (019 $ (0.9
— — 0.01
$ 107 $ (019 $ (0.90
$ 106 $ (019 $ (0.9))
— — 0.01
$ 106 $ (019 $ (0.90
206. 205.: 210.2
209.7 205.: 210.2
$ 2217 $ (279 $ (191.)
— — 1.8
$ 2217 $ (279 $ (189.9

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

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

ASSETS
Cash and cash equivalel
Receivables, less allowances for doubtful accooh$71.0 in 2010 (2009—$70.3)
(Note 5)
Income taxes receivable (Note .
Inventories (Note 6
Prepaid expenses and other current a:
Total current asse
Property, plant and equipm—net (Note 7’
Gooduwill (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 shares;
Issued: 243.0 shares in 2010 and 2
Additional paic-in-capital
Retained earning
Accumulated other comprehensive i
Treasury stock, at cost, 36.4 shares in 2010 (—37.3 shares
Total RR Donnelley sharehold’ equity
Noncontrolling interest
Total equity

Total liabilities and equit

DONNELLEY™)

December 31,

2010

2009

$ 519.1 $ 499.
1,922.¢ 1,675.¢
49.: 63.2
560.¢ 561.€
115. 160.€
3,167.C 2,960.¢
2,138. 2,271.c
2,526.¢ 2,333.
775.( 7474
475.2 434.¢
$9,083. $ 8,747.¢
$ 939.¢ $ 886.
902. 813.
131.4 339.¢
1,973.: 2,039.;
3,398.¢ 2,082.!
533.( 509.¢
287.. 324.F
174.F 205.F
470.€ 524.¢€
6,837.¢ 6,586.(
303.7 303.7
2,907.( 2,906.
670.c 662.¢
(490.9) (545.0)
(1,166.5) (1,193.9
2,224 2,134
21.1 27.C
2,245.. 2,161.(
$9,083.. $8,747.(

See accompanying Notes to Consolidated Financi¢®ents.
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R.R. DONNELLEY & SONS COMPANY AND SUBSIDIARIES (“RR DONNELLEY?”)

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions)

Year Ended December 31,

2010 2009 2008
OPERATING ACTIVITIES
Net earnings (loss $217.1 $ (2149 $ (183
Adjustments to reconcile net earnings (loss) tocash provided by operating activitit
Income from discontinued operatic — — (1.8
Impairment charge 92.t 154.C 1,130.(
Depreciation and amortizatic 539.2 579.( 640.¢
Provision for doubtful accounts receiva 22.¢ 19.7 52.1
Shar-based compensatic 28.€ 24.C 21.¢
Deferred taxe (34.€) (54.7) (203.%)
Reversal of tax reserwvi (42.¢) (2.6) (28.2)
(Gain) loss on sale of investments and other e—net (1.8 3.2 (11.9)
Loss related to Venezuela currency devalue 8.S — —
Loss on debt extinguishme — 10.2 —
Other 47.5 41.¢ 32.1
Changes in operating assets and liabilities ofinairtg operatior—net of acquisitions
Accounts receivab—net (152.7) 244.( 164.5
Inventories 31.C 145t (6.6)
Prepaid expenses and other current a: 8.2 31.4 (17.7)
Accounts payabl 17.7 94.¢ (168.0)
Income taxes payable and receive 15.C 114.¢ (213.9
Accrued liabilities and othe (44.9) 41.F (288.0)
Net cash provided by operating activities of comitig operation: 752.t 1,425.¢ 1,018.¢
Net cash used in operating activities of discorgthoperation — — (0.9
Net cash provided by operating activit 752.t 1,425.¢ 1,018.(
INVESTING ACTIVITIES
Capital expenditure (229.9 (195.0 (322.9
Acquisitions of businesses, net of cash acqt (439.9 (26.€) (122.7)
Proceeds from return of capital and sale of investisiand other ass¢ 26.1 2.2 53.2
Purchases of other investme (31.9) (4.0 —
Transfers from/(to) restricted ca 0.3 (37.5) 40.€
Net cash used in investing activiti (674.5) (260.9) (351.7)
FINANCING ACTIVITIES
Proceeds from issuance of Iterm debr 400.( 750.( —
Net change in shc-term debr (3.9 (305.6 6.8
Payments of current maturities and |-term debi (355.9) (1,051.9 (20.0
Payments of credit facility borrowing — (845.0 (1,475.0
Proceeds from credit facility borrowin 120.( 645.( 1,275.(
Proceeds from termination of cr-currency swap — — 22.%
Debt issuance cos (12.2) (6.0 —
Issuance of common sto 9.2 1t 1.¢
Acquisition of common stoc — — (278.9)
Dividends paic (214.9 (213.¢ (219.9
Distributions tc noncontrolling interest (1.6) (2.9 (2.2)
Net cash used in financing activiti (58.0) (1,028.0) (678.9
Effect of exchange rate on cash and cash equis (0.7) 38.8 (42.9)
Net increase (decrease) in cash and cash equis 19.¢ 175.2 (55.0
Cash and cash equivalents at beginning of 499.2 324.( 379.(
Cash and cash equivalents at end of $ 519.] $ 499.C $ 324.(
Supplemental non-cash disclosure:
Use of restricted cash to pay restructuring ¢ $ 38.:C $ — $ —
Use of restricted cash to fund obligations assediatith deferred compensation plz 1.1 0.S 25.2

See accompanying Notes to Consolidated Financidt®ients.
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R.R. DONNELLEY & SONS COMPANY AND SUBSIDIARIES (“RR DONNELLEY?”)
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Balance at January 1, 2008

Net earnings (loss

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

Shar-based compensatic

Withholdings for shar-based awards and ot

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 incorr

Shar-based compensatic

Withholdings for shar-based awards and oth

Cash dividends pai

Distributions to noncontrolling interes

Balance at December 31, 2009

Net earnings (loss

Translation adjustmen

Pension and other benefit liability adjustme

Change in fair value of derivatives and hedge
reclassification:

Comprehensive income (los

Shar-based compensatio

Withholdings for shar-based awards and oth

Cash dividends pai

Distributions to noncontrolling interes

Balance at December 31, 2010

(in millions)
Accumulated Total RR
Common Stock Additional Treasury Stock Other Donnelley’s Noncon-
Retainec  Comprehensive  Shareholders’

Paid-in- trolling Total
Shares  Amount Capital Shares  Amount Earnings Income (Loss) Equity Interests Equity
243.( $ 3037 $ 2,858 (27.) $ (909.0 $1312¢ $ 341 $ 3,907 $ 19.C $3,926.
(189.9) (189.9) 6.2 (183.¢)
(154.9 (154.9 0.t (153.9)
(772.9) (772.9) (772.9)
(1.4) 1.9 (1.9
6.2 6.2 6.2
(1,111.9 6.8 (1,105.)
(10.0) (278.¢) (278.¢) (278.¢)
20 — — 27.2 27.2
0.2 (6.2) (6.2) (6.2)
(219.7) (219.%) (219.%)
— (2.7) (2.3
— (0.3 0.3)
243.( 303.7 2,885. (37.2) (1,194.0 903.¢ (580.7) 2,318. 23.4 2,341.¢
(27.9) (27.9) 5.€ (21.9)
99.1 99.1 0.1 99.2
(65.7) (65.7) (65.7)
2.2 2.3 2.2
8.4 6.C 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.( 303.7 2,906.: (37.9 (1,193.9 662.¢ (545.0 2,134.( 27.C 2,161.(
2215 2215 (4.6) 217.1
12.2 12.2 0.2 12.€
42.C 42.C 42.C
0.2 0.2 0.2
276.: (4.9 272.(
0.8 1.2 36.2 37.1 37.1
(0.9 (8.7 (8.7) (8.7
(214.9 (214.9 (214.9
— (1.6) (1.€)
243.C $ 303.7 $ 2,907.( (36.9 $(1,166.) $ 6702 $ (4909 $ 2,224 $ 211 $2,245.

See accompanying Notes to Consolidated Financidt®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 2010, 2009 and 2008 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 #ffeceported amounts of assets and liabilitieschselosure of contingent assets and
liabilities at the date of the financial statemesntsl the reported amounts of revenue and expensieg) dhe reporting periods. Actual results
could differ from these estimates. Estimates aeel wghen accounting for items and matters includinug not limited to, allowance for
uncollectible accounts receivable, inventory obstdace, asset valuations and useful lives, emplogeefits, self-insurance reserves, taxes,
restructuring and other provisions and contingencie

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 transaetgains and losses are recorded in net incomeé) (lasf December 31, 2009, the thigsar
cumulative inflation for Venezuela using the bledd@nsumer Price Index and National Consumer Pnidex exceeded 100%. As a result,
as of January 1, 2010, Venezuela’'s economy wasdemesl highly inflationary and the financial statarts of the Company’s Venezuelan
entity were remeasured as if the functional curyemere the U.S. Dollar. Consistent with historipahctices and the Company’s future intent,
the financial statements were remeasured basdtkarfficial rate. On January 8, 2010, the governméWenezuela changed its primary
fixed exchange rate from 2.15 Bolivars per U.S.l&xdo 4.3 Bolivars per U.S. Dollar, devaluing Belivar by 50%. This devaluation
resulted in a pre-tax loss of $8.9 million ($8.1liom after-tax) and a reduction in income attrigoie to noncontrolling interest of $3.6
million.

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 aetaw 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 foreign exchange
forward contracts, interest rate swaps, pensiom @&sets and other postretirement plan assetsemu@aing basis. Assets measured at fair
value on a nonrecurring basis include long-livesets held and used, long-lived assets held for gatedwill and other intangible assets. The
fair value of cash and cash equivalents, accoactsivable, short-term debt and accounts payablmzippate their carrying values. The three-
tier value hierarchy, which prioritizes valuatioretinodologies based on the reliability of the inpigs

Level 1—Valuations based on quoted prices for identicattasand liabilities in active markets.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions, except per share data and unless otineise indicated)—(Continued)

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 Recognitier-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 specify F.O.B. shipgapnt terms. Under agreements with
certain customers, custom products may be storéddoompany for future delivery. In these situasicche Company may receive a logis
or warehouse management fee for the servicesviqes. In certain of these cases, delivery anéhgikchedules are outlined in the customer
agreement and product revenue is recognized whenfazturing 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 printesations, which serve the global
financial services end market, the Company prodhagdy customized materials such as regulatorifiggs, initial public offerings, XBRL
and EDGAR-related services. Revenue is recognizethése services following final delivery of therped product or upon completion of
the service performed. Revenues related to the @oyppremedia operations, which include digital conteanagement, photography, cc
services and page production, are recognized iordance with the terms of the contract, typicaliyn completion of the performed service
and acceptance by the customer. With respect tGdinepany’s logistics operations, whose operationkide the delivery of printed material
and other products, the Company recognizes revapoe completion of the delivery of services.

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

Long-term restricted cash equivalertsAs of December 31, 2009, $41.6 million of resgittash equivalents was held in trust to cover
the December 2010 payment related to the 2009 nettioh of a significant long-term customer contiadhe business process outsourcing
reporting unit within the International segmenteTong-term restricted cash equivalent was classifiithin other noncurrent assets in the
Consolidated Balance Sheets.

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 Cogipa&onsolidated net sales in 2010,
2009 or 2008. 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, pgiens are made at differing rates, based
upon the age of the receivable and the Compangtsiiital collection experience. See Note 5 for itketd 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 66.9% and 70.4% of the inventorieBetember 31, 2010 and 2009, respectively, has tetenmined using the Last-In, First-
Out (LIFO) method. The decrease in this percentiagyg 2009 is primarily related to inventory decremn 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 externakingthod 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 recdaleraAn 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 assetsgrotiian goodwill and intangible assets, that ate fug sale are recorded at the lower of the
carrying value or the fair market value less therested 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, the lesser of 7 yeartherlease term for leasehold improvements
and from 3 to 15 years for machinery and equipmdatntenance and repair costs are charged to egmenmcurred. Major overhauls that
extend the useful lives of existing assets aretaliged. When properties are retired or dispodsel cbsts and accumulated depreciation are
eliminated and the resulting profit or loss is guiaed in the results of operations.

Goodwill—Goodwill is reviewed for impairment annually as@¢tober 31 or more frequently if events or changadrcumstances
indicate that it is more likely than not that tladr fvalue of a reporting unit is below its carryimglue. In performing this analysis, the
Company compares each reporting wiidlir value, estimated based on comparable comamiget valuations and expected future discot
cash flows to be generated by the reporting umitstcarrying value. If the carrying value excedusreporting 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 for further discussion.

Amortization—Certain costs to acquire and develop internaleagseputer software are amortized over their estichateful life using
the straight-line method, up to a maximum of fiveags. Amortization expense related to internallyeli@ped software was $15.3 million,
$18.0 million and $23.5 million for the years end@ecember 31, 2010, 2009 and 2008, respectivelferial debt issue costs are amortized
over the term of the
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions, except per share data and unless otineise indicated)—(Continued)

related debt. Identifiable intangible assets, ekémpthose intangible assets with indefinite livase recognized apart from goodwill and are
amortized over their estimated useful lives. Id@tile intangible assets with indefinite lives a amortized.

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

All derivatives are recorded as other assets ardtabilities on the balance sheet at their reSpedair values with unrealized gains ¢
losses recorded in comprehensive income (losspfregiplicable 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 @oldithe 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 hedg¢emh iand whether the derivative is expected to nastto be highly effective. The impact of
any ineffectiveness is recognized currently in itssof operations. See Note 14 for further disaussi

Share-Based CompensatieAThe Company recognizes share-based compensati@mnsx based on estimated fair values for all share-
based awards made to employees and directorsdinglstock options, restricted stock units andgrenaince 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 expenserasalating to its pension and
postretirement plans based on calculations whiclude various actuarial assumptions, includingalist rates, mortality, assumed rates of
return, compensation increases, turnover rate$haalthcare cost trend rates. The Company revienactuarial assumptions on an annual
basis and makes modifications to the assumptiossdoan current rates and trends when it is deepemariate to do so. The effect of
modifications on the value of plan obligations @sdets 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 conslitind input from its actuaries and investmentsasi See Note 11 for further discussion.

Taxes on Income-Deferred taxes are provided on an asset anditiabikethod whereby deferred tax assets are recedriar
deductible temporary differences and operating ¢asgyforwards and deferred tax liabilities areogmized for taxable temporary differences.
Temporary differences are the differences betweemdported amounts of assets and liabilities hed tax basis. Deferred tax assets are
reduced by a valuation allowance when, in the @pif management, it is more likely than not thahe portion or all of the deferred tax
assets will not be realized. Deferred tax asseaddiahilities are adjusted for the effects of chasin tax laws and rates on the date of
enactment. The Company is regularly audited byidorand domestic tax authorities. These auditssiopally result in proposed assessm
where the ultimate resolution might result in thenfhany owing additional taxes, including in somsesa penalties and interest. The
Company recognizes a tax position in its finanstatements when it is more likely than not (i.dikelihood of more than fifty percent) that
the position would be sustained upon examinatiotakyauthorities. This recognized tax positiorhiert measured at the largest amount of
benefit that is greater than fifty percent likelybeing realized upon ultimate settlement. Althongginagement believes that its estimates are
reasonable, the final outcome of uncertain taxtfprs may be materially different from that whichréflected in the Company’s financial
statements. The Company adjusts such reserveschpoiges in circumstances that would cause a chartge estimate of the ultimate
liability, upon effective settlement or upon thepgation of the statute of limitations, in the metiin which such event occurs. See Note 12 for
further discussion.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(In millions, except per share data and unless otineise indicated)—(Continued)

Comprehensive Income (Loss)IComprehensive income (loss) for the Company ctsmeisnet earnings (loss), unrecognized actuarial
gains and losses and prior service cost for peraidnpostretirement benefit plans, changes inahlevélue of certain derivative financial
instruments and foreign currency translation adjestts and is presented in the Consolidated StatsroéBhareholders’ Equity.

Note 2. Acquisitions
2010 Acquisitions

On December 31, 2010, the Company acquired thésas8touches, an online provider of tools th&valreal estate associates,
brokers, Multiple Listing Service (MLS) associatioand other marketers to create customized comiatimnis materials, located in Sealy,
Texas. The purchase price for 8touches was $1lbmiBtouches’ operations are included in the WP.8nt and Related Services segment.

On December 14, 2010, the Company acquired thesassNimblefish Technologies (“Nimblefish”), a prider of multi-channel
marketing services to leading retail, technologledom, hospitality and other customers, headggi@mt&an Francisco, California. The
purchase price for Nimblefish was $3.9 million,lirding debt assumed of $2.0 million. The Compartyseqguently repaid $1.9 million of the
debt assumed in December 2010. Nimblefish's opmratare included in the U.S. Print and Relatedies\wsegment.

On November 24, 2010, the Company acquired Bowi@n& Inc. (“Bowne”), a provider of shareholder andrketing communication
services headquarted in New York, New York, witleigions in North America, Latin America, Europe asia. The purchase price for
Bowne was $465.2 million, including debt assume826.2 million and net of cash acquired of $41.4iom. The Company subsequently
repaid $25.4 million of the debt assumed in Noven@td4 0. Bowne’s operations are included in bothUut®. Print and Related Services and
International segments.

The operations of these acquired businesses arglemmrantary to the Company’s existing products amdises. As a result, the
additions of these businesses are expected to waphe Company’s ability to serve customers andaeednanagement, real estate and
manufacturing costs. For the year ended Decemhe&t(@D, the Company’s Consolidated Financial Statémincluded $61.2 million of net
sales and a net loss of $9.3 million related teehscquired businesses.

The Bowne, Nimblefish and 8touches acquisitionsawecorded by allocating the cost of the acquis#ito the assets acquired,
including intangible assets, based on their eséthédir values at the acquisition date. The exoé#ise cost of the acquisitions over the net
amounts assigned to the fair value of the asseisrad was recorded as goodwill, none of whictaisdeductible. Based on the valuations,
the final purchase price allocations for these 28dduisitions were as follows:

Accounts receivabl $ 129.(
Inventories 32.1
Prepaid expenses and other current a: 18.1
Property, plant and equipment and other -term asset 127.%
Amortizable intangible asse 159.¢
Goodwill 257.¢
Accounts payable and accrued liabilit (159.%)
Pension benefits and other Ic-term liabilities (76.7)
Deferred taxe—net (17.6)
Total purchase pri—net of cash acquire 470.2
Less: debt assum 28.2
Net cash pai $442.(

F-10



Table of Contents

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

The fair values of property, plant and equipmentdyvill and intangible assets associated with tiopuesitions of Bowne, Nimblefish
and 8touches were determined to be Level 3 undefathvalue hierarchy. Property, plant and equiptvalues were estimated using dealer
guotes and other indicators of current market ptacwlitions. Customer relationships intangible tgakies were estimated based on future
cash flows and customer attrition rates discountdg an estimated weighted-average cost of capita tradename intangible asset value
was estimated based on the relief of royalty method

2009 Acquisitions

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

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

The operations of these acquired businesses arglesmantary to the Comparsyéxisting products and services. As a resultatitbtion
of these businesses is expected to improve the @oyrgability to serve customers, increase capadtitization, and reduce management,
procurement and manufacturing costs. For the yedeed December 31, 2009, the Company’s Consolidétezhcial Statements included
$18.7 million of net sales and net earnings of $8ilion related to these acquired businesses.

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 acquieeirecorded as goodwill, none of which is tax détlec Based on the valuations, the final
purchase price allocations for these 2009 acqoistivere 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.€)
Net cash pai $26.€

2008 Acquisitions

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. The pulpaise for Pro Line was approximately $122.2 roilli net of cash acquired of $1.7 million
and including acquisition costs of $4.3 millionoRiine’s operations are included in the U.S. Paimil Related Services segment.

The operations of Pro Line are complementary taddbmpany’s existing retail insert product line. &sgesult, this acquisition is

expected to improve the Company’s ability to seswstomers, increase capacity utilization, and rednanagement, procurement and
manufacturing costs.
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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.¢

Pro forma results

The unaudited pro forma financial information fbetyears ended December 31, 2010 and 2009 préserdesmbined results of
operations of the Company, Bowne, Nimblefish arali8hes as if the acquisitions had occurred at Jgriy£2009.

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 applicabletstat tax rates.

2010 2009
Net sales $10,666.( $10,557.(
Net earnings (loss) attributable to RR Donnellesnowmn shareholde! 221 (107.0
Net earnings (loss) per share attributable to RRri2dey commot

shareholders
Basic $ 107 $ (0.52)
Diluted $ 10¢ $ (0.52)

The unaudited pro forma financial information f@&1® and 2009 includes $113.9 million and $115.%ioni] respectively, for the
amortization of purchased intangibles. The unaddi® forma financial information also includestrasturing and impairment charges from
continuing operations of $153.3 million and $42@@lion for 2010 and 2009, respectively. The 2010 forma financial information was
adjusted to exclude $66.3 million of acquisitiomaastructuring charges incurred in 2010 and $2lom of nonrecurring expense related to
the inventory fair value adjustment recorded as glgpurchase accounting. The 2009 pro forma fir@neformation was adjusted to include
the $66.3 million of acquisition and restructurcttarges, as well as $5.7 million of expense reltddtle inventory fair value adjustment.
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Note 3. Restructuring and Impairment

The Company recorded restructuring and impairmeatges of $157.9 million, $382.7 million and $1,I8#illion in the years ended
December 31, 2010, 2009 and 2008, respectivelychibeges in 2010 included $87.9 million for the aimment of goodwill and acquired
customer relationship intangible assets. Additigpnal 2010, the Company recorded restructuring geanf $35.9 million for employee
termination costs, $29.5 million for other restuwratg charges, of which $13.6 million related tolthemployer pension plan partial
withdrawal charges primarily attributable to twostd manufacturing facilities within the U.S. Pamid Related Services segment and the
remaining amount related to lease termination ahdrdacility closure costs, and $4.6 million ofgairment charges for other long-lived
assets. The charges in 2009 included $128.5 miltiothe impairment of goodwill, as well as chargdiscounted for future cash payments
$118.6 million for the termination of a significaohg-term customer contract in the business pmoassourcing reporting unit within the
International segment, of which $117.2 million,&illion and $0.6 million are reflected in othdracges, impairment and employee
terminations, respectively. Additionally in 200BetCompany recorded restructuring charges of $mdl®dn for employee termination costs,
other restructuring charges, including lease teatidm and other facility closure costs, of $32.1llioni and $24.7 million of impairment
charges for other lonlived assets. The charges in 2008 included $1,128lidn for the impairment of goodwill and intarmé assets, as we
as $44.1 million for employee termination costsdiidnally, in 2008, the Company incurred othertmesturing charges, including lease
termination and other facility closure costs of lillion, as well as $4.6 million of impairmertiarges for other long-lived assets.

The restructuring charges recorded are based tmctsing plans that have been committed to byagament and are, in part, based
upon management’s best estimates of future ev€htmnges to the estimates may require future adgrgso the restructuring liabilities.

Restructuring and Impairment Costs Charged to Rasubf Operations

Employee Other Total
201C Terminations Charges Restructuring Impairment Total
U.S. Print and Related Servic $ 5.9 $24.C $ 29.¢ $ 641 $ 94.C
International 17.¢ 4.t 22.4 28.2 50.€
Corporate 12.1 1.C 13.1 0.2 13.2
$ 35.¢ $ 29.5 $ 65.4 $ 92¢ $157.¢

In the fourth quarter of 2010, as a result of thenPany’s annual impairment test, the Company reambednon-cash charge of $61.0
million to reflect the impairment of goodwill, whids reflected in the U.S. Print and Related Sewigegment. The goodwill impairment
charge of $61.0 million resulted from reductionghia estimated fair value of the forms and labef®rting unit, based on lower expectations
for future revenue and cash flows due to the caetiimpacts of electronic substitution on forms dacthand increasing price pressure. In
addition, the lower fair value reflects higher sstted spending on information technology and chegaipment, in part to better position this
reporting unit for increased growth in labels vokias forms’ demand continues to decline. Becawstathvalue of this reporting unit was
below its carrying amount including goodwill, the@pany performed an additional fair value measurgroglculation to determine the
amount of impairment loss. As part of this impainihealculation, the Company also estimated thevidiue of the significant tangible and
intangible long-lived assets of this reporting uiihe goodwill impairment was determined using Uéaputs, including discounted cash
flow analyses, comparable marketplace fair valua,des well as management’s assumptions in vathimgignificant tangible and intangible
assets.
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Additionally, during the third quarter of 2010, tBempany recorded a non-cash charge of $26.9 miliothe impairment of acquired
customer relationship intangible assets in the @ldbirnkey Solutions reporting unit within the Imational segment. The impairment of the
acquired customer relationship intangible assetsarily resulted from the termination of a custornentract and was determined using Le¢
3 inputs and estimated based on cash flow anaysisnanagement’s assumptions related to futurenuegeand profitability of certain
customers. After recording the impairment chargmaining customer relationship intangible asseteénGlobal Turnkey Solutions reporting
unit were $43.0 million as of December 31, 2010.

For the year ended December 31, 2010, the Compaayded net restructuring charges of $35.9 millmremployee termination costs
for 1,458 employees, of whom 1,354 were terminatedf December 31, 2010, associated with actioadtieg from the reorganization of
certain operations. These actions included thegegorationof certain operations within the Financial Prirpoeting unit within the U.S. Prit
and Related Services segment due to the acquisitiBowne. In addition, these actions includeddlusing of one Latin America
manufacturing facility, one business process outsng manufacturing facility and one Global Turnkgglutions manufacturing facility
within the International segment. Further, contirgucharges resulting from the closing of two Globatnkey Solutions manufacturing
facilities in 2009 within the International segmevrdre recorded in 2010. These actions also incltitkedeorganization of certain operations
within the magazine, catalog and retail insert @adable print reporting units and the closing néd-orms and Labels manufacturing facility
within the U.S. Print and Related Services segnmfeaditionally, the Company incurred other restruittg charges of $29.5 million for the
year ended December 31, 2010, of which $13.6 millated to mul-employer pension plan partial withdrawal chargésarily attributabl
to two closed manufacturing facilities within theSJPrint and Related Services segment. The rentpatiarges included lease termination
and other facility closure costs partially offsgtdains on the sales of two previously closed ffi@esl within both the International and U.S.
Print and Related Services segment. Finally, fenyisar ended December 31, 2010, the Company ret&d6é million of impairment charges
primarily for machinery and equipment and leaselmigrovements associated with the facility closinfse fair values of the machinery and
equipment and leasehold improvements were detechtnbe Level 3 under the fair value hierarchy amde estimated based on discussions
with machinery and equipment brokers, dealer quarekinternal expertise related to the equipmedtcamrent marketplace conditions.

Employee Other Total
200¢ Terminations Charges Restructuring Impairment Total
U.S. Print and Related Servic $ 36.5 $ 19.2 $ 55.7 $ 108.1 $163.¢
International 40.5 124.: 164.¢ 45.¢€ 210.7
Corporate 2.4 5.8 8.2 — 8.2
$ 79.4 $149.2 $ 2281 $ 154.( $382.%

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 millresulted 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 Comgaoyecorded 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 résting charges of $78.8 million for employee teration costs for 4,043 employees, all
of whom were terminated as of December 31, 201hcated with actions resulting from the reorgatigreof 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 749.5 7745
Corporate 0.4 815 3.¢ 0.2 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 terteidas of December 31, 2010, 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.

Restructuring Costs Capitalized as a Cost of Acdfios

During 2008, the Company recorded $2.1 millionesftructuring costs related to employee terminateomsother costs in connection
with the acquisition of Pro Line.

Restructuring Reserv
Activity impacting the Company'’s restructuring resefor the year ended December 31, 2010 is asvisl|

Restructuring Costs Foreign
December 31 Exchange ant December 31
Charged to Results
2009 of Operations Other Cash Paic 2010
Employee termination $ 20.¢ $ 35.¢ $ — $ (45.]) $ 11.2
Other 120.5 29.5 5.8 (113.0 42.¢
Total $ 140.¢ $ 65.4 $ 5.8 $(158.)) $ 54.C

The current portion of restructuring reserves d.82million was included in accrued liabilities¢cember 31, 2010, while the long-
term portion of $25.6 million, primarily related ioulti-employer pension plan partial withdrawal gies and lease termination costs, was
included in other noncurrent liabilities at DecemB#, 2010.

The Company anticipates payments associated withogee terminations will be substantially complebgdthe end of 2011.

As of December 31, 2010, the restructuring lialetitclassified as “other” consist of multi-employ&nsion plan partial withdrawal
charges, lease termination costs and other faclilitying costs. In 2010, the Company paid $57.5aniand $38.3 million in January and
December, respectively, related to the terminadibiime significant long-term customer contract refd to above. Payments on certain lease
obligations are scheduled to continue until 201@rikét conditions and the Company’s ability to sabkethese properties could affect the
ultimate charge related to these lease obligatiang.potential recoveries or additional chargesld@ffect amounts reported in the
Consolidated Financial Statements of future periods

Activity impacting the Company’s restructuring resefor the year ended December 31, 2009 was ksl

Restructuring Costs Foreign
December 31 Exchange ant¢ December 31
Charged to Results
2008 of Operations Other Cash Paic 2009
Employee termination $ 23.t $ 79.4 $ 0.t $ (83.0 $ 20.4
Other 11.1 149.: 3.t (43.9 120.t
Total $ 34.€ $ 228. $ 4.C $(126.9 $ 140«
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The current portion of restructuring reserves &.8illion was included in accrued liabilities¢cember 31, 2009, while the long-
term portion of $48.7 million, primarily related tibe termination of the significant long-term cumtr contract in 2009 and lease termination
costs, was included in other noncurrent liabiligé©ecember 31, 2009.

Note 4. Goodwill and Other Intangible Assets
The changes in the carrying amount of goodwilltfer year ended December 31, 2010 and 2009 werdlaws:

U.S. Print and
Related Service International Total

Net book value at January 1, 200!

Goodwill(1) $ 2,977 $ 1,101 $4,079.:

Accumulated impairment losses| (784.9 (868.9 (1,653.9
Total 2,193. 232.5 2,425.¢
Acquisitions — 6.5 6.5
Foreign exchange and other adjustm (0.2 29.€ 29.¢
Impairment charg (93.9 (34.9) (128.5
Net book value at December 31, 20(

Goodwill(1) 2,977 ¢ 1,216.: 4,193.¢

Accumulated impairment lossesi (878.9) (982.9) (1,860.9)
Total 2,099. 233.¢ 2,333.:
Acquisitions 165.¢ 92.C 257.¢
Foreign exchange and other adjustm (1.9 (1.6) (3.9)
Impairment charge (61.0 — (61.0
Net book value at December 31, 2010

Goodwill(1) 3,141 1,298.! 4,440.;

Accumulated impairment losses| (939.9) (974.9) (1,913.9
Total $ 2,202! $ 324: $ 2,526.¢

(1) Includes foreign exchange. Certain prior year anwhave been reclassified to reflect the Com’s current presentation of goodw

In the fourth quarters of 2010 and 2009, the Comipanorded non-cash charges of $61.0 million arzB&L million, respectively, to
reflect impairment of goodwill. See Note 3 for fuet discussion regarding these impairment charges.
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The components of other intangible assets at Deeeh 2010 and 2009 were as follows:

December 31, 2010 December 31, 2009
Gross Accumulated Net Book Gross Accumulated Net Book
Carrying Carrying
Amount Amortization Value Amount Amortization Value
Trademarks, licenses and agreem $ 25.7 $ (@30 $ 27 $ 25.€ $ (229 $ 33
Patents 98.: (83.6) 14.7 98.c (71.9) 26.€
Customer relationship intangibl 1,244.; (519.9) 724.F 1,125.( (440.7) 684.¢
Trade name 22.i (7.7) 15.C 21.4 (7.2) 14.2
Total amortizable purchased intangible as 1,391.( (634.]) 756.¢ 1,270.: (541.0 729.2
Indefinite-lived trade name 18.1 — 18.1 18.1 — 18.1
Total purchased intangible ass $1,409.: $ (634.) $775.( $1,288.- $ (B41.0 $747.

In the third quarter of 2010, the Company recordebn-cash charge of $26.9 million to reflect innpeant of acquired customer
relationship intangible assets in the Global Tuyn®elutions reporting unit. See note 3 for furtiscussion regarding this impairment
charge.

During the years ended December 31, 2010 and 200%,ompany recorded additions to intangible asfe$459.8 million and $11.6
million, respectively. The components of other igible assets acquired during 2010 and 2009 wef@law/s:

December 31, 2010 December 31, 2009
Weighted Weighted
Average Average
Amortization Amortization
Amount Period Amount Period
Trademarks, licenses and agreem $ — — $ 3.€ 5.5
Customer relationship intangibl 158.: 10.C 8.C 8.C
Trade name 1.5 1.t — —
Total additions $159.¢ $11.€

Amortization expense for other intangibles was $98illion, $99.1 million and $123.3 million for theears ended December 31, 2010,
2009 and 2008, respectively. The following tabldines the estimated future amortization expenksead to intangible assets as of
December 31, 2010:

Amount
2011 $112.F
2012 99.:
2013 96.¢€
2014 94.z
2015 87.C
2016 and thereaft 267.°
Total $756.¢
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Note 5. Accounts Receivable
Transactions affecting the allowance for doubtftdaunts during the years ended December 31, 2@09, 2nd 2008 were as follows:

2010 2009 2008
Balance, beginning of ye. $ 70.2 $ 80.5 $ 63.€
Provisions charged to exper 22.¢ 19.7 52.1
Write-offs and othe (22.7) (29.9 (35.9)
Balance, end of ye: $71.C $70.2 $ 80.t

Note 6. Inventories
The components of the Company’s inventories at Béez 31, 2010 and 2009 were as follows:

2010 2009
Raw materials and manufacturing supp $259.¢ $229.¢
Work in proces: 184.: 190.1
Finished good 204.7 219.¢
LIFO reserve (88.0) (77.9)
Total $560.¢ $561.¢

The Company recognized LIFO expense of $10.2 mililn2010, a LIFO benefit of $17.6 million in 2088d LIFO expense of $30.6
million in 2008.

Note 7. Property, Plant and Equipment
The components of the Company’s property, planteandpment at December 31, 2010 and 2009 werdlas/fo

2010 2009
Land $ 111« $ 89.€
Buildings 1,197.¢ 1,140.(
Machinery and equipme 6,098.¢ 6,001.°

7,408.: 7,231.0
Less: Accumulated depreciati (5,269.9 (4,959.9
Total $2,138." $2,271.

During the years ended December 31, 2010, 2002@08, depreciation expense was $424.6 million, $!6illion and $493.8 millior
respectively.

Assets Held for Sal

Primarily as a result of restructuring actionstaierfacilities and equipment are considered hetdséle. The net book value of assets
held for sale was $6.5 million and $8.7 millionrC®cember 31, 2010 and 2009, respectively. Thesgsaagre included in other current as
in the Consolidated Balance Sheets at Decemb&@D, and 2009 at the lower of their historical lm@bk value or their estimated fair value,
less estimated costs to sell.
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Note 8. Fair Value Measurement

Certain assets and liabilities are required todoerded at fair value on a recurring basis. The @om's only assets and liabilities
adjusted to fair value on a recurring basis aresipenand other postretirement plan assets, foxghange forward contracts and interest rate
swaps and related debt. See Note 11 for the fhievat the Company’s pension and other postretiremkan assets as of December 31, 2010
and Note 14 for further discussion on the fair eabfithe Company’s foreign exchange forward comgrand interest rate swaps and related
debt as of December 31, 2010 and 2009.

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@h@rges. See Note 2 for further discussion on
the fair value of assets and liabilities associatéh acquisitions. Assets measured at fair value monrecurring basis subsequent to initial
recognition and still held at December 31, 2010sar@marized below:

December 31

Fair value
Impairment measuremen 2010 net bool
charge (Level 3) value

Long-lived assets held and used $ 2.2 $ 3.C $ 2.7
Long-lived assets held for sale( 2.2 3.€ 3.5
Goodwill(3) 61.C 102.% 102.%
Other intangible assets( 26.¢ — —
Total $ 92: $ 109.: $ 108.¢

(1) Long-lived assets held and used with a carrgimpunt of $5.2 million were written down to thidir value of $3.0 million, resulting in
an impairment charge of $2.2 million for the yeEme fair values of machinery and equipment ancelealsl improvements, used for
measuring impairment, were determined using Levep8ts and were estimated based on discussiohswéthinery and equipment
brokers, dealer quotes and internal expertiseaeliat equipment and current marketplace conditi

(2) Long-lived assets held for sale with a carryamgount of $5.7 million were written down to thiiir value of $3.6 million, less costs to
sell of $0.1 million, resulting in an impairmentare of $2.2 million and a net book value of $3i8iam. The fair values of the land,
buildings and machinery and equipment classifieledd for sale were determined using Level 3 inuits were estimated based on
discussions with real estate brokers, review ofamable properties, if available, discussions witichinery and equipment brokers
internal expertise related to the current markeglzonditions

(3) Goodwill for the forms and labels reporting tumith a carrying amount of $163.7 million was weit down to its implied fair value of
$102.7 million, resulting in an impairment charde$61.0 million for the year. The determinationtieé goodwill impairment was based
on Level 3 inputs, which included discounted cdstvfanalyses, comparable marketplace fair valua,det well as management'’s
assumptions in valuing significant tangible andungible assets. See Note 3 for further discussioihe factors leading to the
recognition of the impairmen

(4) Acquired customer relationship intangible as$et the Global Turnkey Solutions reporting unithwa carrying amount of $26.9 million
were written down to their implied fair value ofreeresulting in an impairment charge of $26.9 imilfor the year. The determination
of the impairment was based on Level 3 inputs, tvincluded cash flow analysis and management'shagsons related to the future
revenues and profitability of certain customerdeAfecording the impairment charge, remainingamst relationship intangible assets
in the Global Turnkey Solutions reporting unit wé#43.0 million as of December 31, 2010. See Ndta 3urther discussion regarding
the impairment charg

See Note 13 for the fair value of the Company’stdeb
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Note 9. Accrued Liabilities
The components of the Company’s accrued liabilgieBecember 31, 2010 and 2009 were as follows:

2010 2009
Employecrelated liabilities $387.2 $202.7
Restructuring liabilitie: 28.4 92.2
Deferred revenu 129.¢ 151.¢
Other 356.¢ 367.1
Total accrued liabilitie: $902.2 $813.4

Employee-related liabilities consist primarily aiypoll, incentive compensation, sales commissiahemployee benefit accruals.
Incentive compensation accruals include amountsegain 2010 pursuant to the Company’s primary egggdncentive compensation plans
as well as one quarter of amounts earned in 20@8nEnts under the 2009 plans were generally defamd will be made in four equal
installments in the first quarter of 2010 througH 2. Other accrued liabilities include income atiftbotax liabilities, interest expense accr
and miscellaneous operating accruals. The decieasstructuring liabilities is related to the ténation of the long-term customer contract.
The Company paid $57.5 million and $38.3 milliortluit liability in January and December 2010, respely.

Note 10. Commitments and Contingencies

As of December 31, 2010, authorized expenditureés@mmplete projects for the purchase of propegnt and equipment totaled
approximately $159.0 million. Of this total, appnmately $34.6 million has been committed. In additias of December 31, 2010, the
Company has a commitment of $11.6 million for samee payments related to employee restructuringitées. The Company also has
contractual commitments of approximately $176.8iamlfor outsourced services, including technologgafessional, maintenance and other
services. The Company has a variety of contradts suippliers for the purchase of paper, ink an@mtommodities for delivery in future
years at prevailing market prices. In addition, @wnpany has natural gas purchase commitmentsauthait fixed prices. As of December
2010, the Company was committed to purchase $8libmof natural gas under these contracts.

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

Year Ended December 31 Amount
2011 $160.¢
2012 123.2
2013 96.4
2014 75.2
2015 and thereaft 270.%

$725.¢

The Company has non-cancelable operating lease itorents totaling $725.9 million extending througdrious periods to 2052. Rent
expense was $212.5 million, $215.0 million and $8XAillion in the years ended December 31, 201092ihd 2008, respectively.
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Future rental commitments for leases have not begunced by minimum non-cancelable sublease reaggjsegating approximately
$16.4 million. The Company remains secondarilyléainder these leases in the event that the ssbdeafefaults under the sublease terms.
The Company does not believe that material paymeilitbe required as a result of the secondaryiliigtprovisions of the primary lease
agreements.

Litigation

The Company is subject to laws and regulationgingjdo the protection of the environment. The Campprovides for expenses
associated with environmental remediation obligegivhen such amounts are probable and can be eddg@stimated. Such accruals are
adjusted as new information develops or circum&ambhange and are not discounted. The Companyeleasdesignated as a potentially
responsible party in fourteen federal and stateeSupd sites. In addition to the Superfund sites,Eompany may also have the obligation to
remediate seven other previously owned facilities taree other currently owned facilities. At thegp8rfund sites, the Comprehensive
Environmental Response, Compensation and Lialilyprovides that the Company’s liability could joint and several, meaning that the
Company could be required to pay an amount in exckis proportionate share of the remediationicothe Company’s understanding of
the financial strength of other potentially resgblesparties at the Superfund sites and of otladaldi 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 noncurliabilities, that it believes are adequate toamits share of the potential costs of
remediation at each of the Superfund sites angrinaously and currently owned facilities. Whilastnot 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’satioladed 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 from these parties could be densil preference items and subject to
return. In addition, the Company may be party taage litigation arising in the ordinary coursetfsiness. Management believes that the
final resolution of these preference items andadition will not have a material adverse effectloem €ompany’s consolidated annual results of
operations, financial position or cash flows.

Note 11. Retirement Plans

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

In addition to pension benefits, retired employaesentitled to certain healthcare and life insoeamenefits provided they have met
certain eligibility requirements. Most of the Comygé& regular full-time U.S. employees become eligitor these benefits if they meet all of
the following requirements at the time of termipati(a) have attained at least 55 or more poindsyears of service and age combined),
(b) are at least fifty years of age, (c) have astewo years of continuous, regular, full-timenéfs-eligible service and (d) have completel
least two or more years of continuous service wigharticipating employer, which ends on

F-22



Table of Contents

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

their termination date. Additional requirementsdhémbe met in order to receive subsidized coverage Plan expenses are paid through a
tax-exempt trust. Some of the assets of the tmesin@ested in trust-owned life insurance poliaesering certain employees of the Company.
The underlying assets of the policies are inveptedarily in marketable equity, corporate fixed@mece and government securities.

As noted above, the Company also maintains seperadion and postretirement benefit plans in intésnal locations. The expected
returns on plan assets and discount rates for {ilasse are determined based on each plan’s inves@p@roach, local interest rates, and plan
participant profiles.

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

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

Pension Benefits Postretirement Benefits
2010 2009 2008 2010 2009 2008
Service cos $ 80.4 $ 70.1 $ 86.c $12.2 $10.2 $12.4
Interest cos 184.( 177.¢ 168.¢ 28.4 31.C 30.2
Expected return on plan ass (258.9) (256.2) (267.9) (15.5) (15.5) (16.9)
Amortization of prior service crec (1.9 (5.9 (5.2) (10.8) (14.¢ (14.¢
Amortization of actuarial los 29.7 8.9 0.€ 1.3 (2.9 0.1
Net periodic benefit expense (incon 33.t (4.9 (16.¢) 15.€ 8.6 11.€
Curtailments (0.4 — (0.2) — — —
Total expense (incom: $ 33.1 $ 4.9 $ (16.9 $ 15.€ $ 8.6 $11.€
Weighted average assumption used to calculateemitdic
benefit expense

Discount rate 6.C% 6.8% 6.4% 5.7% 6.9% 6.2%

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

Expected return on plan ass 8.2% 8.2% 8.2% 7.6% 8.C% 8.C%
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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, 2010 and 2009:

Pension Benefits Postretirement Benefits
2010 2009 2010 2009
Benefit obligation at beginning of ye $3,168.: $2,672.¢ $ 513.7 $ 466.¢
Service cos 80.4 70.1 12.2 10.:
Interest cos 184.( 177.€ 28.4 31.C
Plan participan’ contributions 1.2 1.3 16.¢ 19.t
Medicare reimbursemen — — 3.3 3.C
Acquisitions and othe 167.Z — 1.2 —
Actuarial loss (gain 133.¢ 348.¢ (39.9) 24.¢
Plan amendmen 3.3 — — —
Curtailments and settlemer (0.4 — — —
Foreign currency translatic 4.3 39.¢ 1.8 3.¢
Benefits paic (158.9) (142.9) (47.9) (45.7)
Benefit obligation at end of ye $3,583.: $3,168.: $ 490.: $ 513.7
Fair value of plan assets at beginning of \ $2,654.« $2,191.. $ 182.¢ $ 160.:
Actual return on asse 394.t 548.¢ 26.5 20.7
Acquisitions and othe 98.C (0.3 — —
Employer contribution 38.¢ 22.2 13.c 24.¢
Plan participan’ contributions 1.2 1.3 16.¢ 22.t
Foreign currency translatic 1.t 33.¢ — —
Benefits paic (158.9) (142.9) (47.9) (45.7)
Fair value of plan assets at end of y $3,029.¢ $2,654. $ 191.¢ $ 182.¢
Funded status at end of ye $ (653.5) $ (5613.7) $(298.9) $(331.))

The accumulated benefit obligation for all defirmzhefit pension plans was $3,512.9 million and $B,8 million at December 31, 20
and December 31, 2009, respectively.

Amounts recognized on the Consolidated BalancetSkaseof December 31, 2010 and 2009 are reflentdkifollowing table.

Pension Benefits Postretirement Benefits

2010 2009 2010 2009

Prepaid pension cost (included in other noncurasaets $ 44 $ 1.8 $ — $ —
Accrued benefit cost (included in accrued liakekl) (24.9) (5.7 (11.0 (6.€)

Pension liability (533.0 (509.9
Postretirement benefi — _

Net liability recognized in the consolidated balasbeet:

(287.9 (32_4.5)
$(513.7) $(298.9) $(331.))

&

553.

re
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The amounts in accumulated other comprehensivertief loss on the Consolidated Balance Sheets,dirgtax effects, that have not
yet been recognized as components of net periadiefii cost at December 31, 2010 and 2009 arellasvio

Pension Benefits Postretirement Benefits
2010 2009 2010 2009
Accumulated other comprehensive (income)
Net actuarial los $1,069.¢ $1,102.¢ $ (6.0 $ 46.€
Net transition obligatiol 0.3 0.3 — —
Net prior service cred (43.7) (48.3) (27.9) (38.6)
Total $1,026.¢ $1,054.¢ $ (33.9 $ 8.2

The amounts recognized in other comprehensive irgdoss) in 2010 as components of net periodic fiterwsts are as follows:

Pensior Postretirement
Benefits Benefits
Amortization of:
Net actuarial los $(29.7) $ (1.3
Net prior service cred 1.9 10.¢
Amounts arising during the perio
Net actuarial los 3.7 (51.5)
Prior service credi 3.3 —
Foreign currency los — (0.7)
Total $(28.9) $ (42.7)

Actuarial gains and losses in excess of 10% ofjteater of the projected benefit obligation or mherketrelated value of plan assets
recognized as a component of net periodic benesitscover the average remaining service periodptdirals active employees. Unrecognized
prior service costs or credit are also recognized eomponent of net periodic benefit cost ovematlrerage remaining service period of a
plan’s active employees. The amounts in accumulatieer comprehensive loss 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 $ 53.¢ $ 0.2
Net prior service cred (5.9 (5.9
Total $48.7 $ 5.1)
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The following provides the weighted average assignptused to determine the benefit obligation atrtteasurement date:

Postretirement

Pension Benefits Benefits
2010 2009 201C 2009
Discount rate 5.5% 6.C% 5.2% 5.7%
Rate of compensation incree 4.(% 4.(% 3.5% 4.C%
Health care cost tren
Current
Pre-Age 65 — — 7.8% 7.C%
Pos-Age 65 — — 7.8% 7.C%
Ultimate — — 6.C% 6.C%

Summary of under-funded or unfunded pension bepkits with projected benefit obligation in exceéglan assets as of
December 31, 2010 and 2009:

Pension Benefits

2010 2009
Projected benefit obligatic $3,561.¢ $3,161.¢
Fair value of plan asse 3,004.( 2,645.(

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

Pension Benefits

2010 2009
Accumulated benefit obligatic $3,490.: $3,084.¢
Fair value of plan asse 3,001.¢ 2,643.¢

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 $ 0.7 $ (0.6
Postretirement benefit obligatic 7.5 (6.4

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 expects to make cash contributionpmioximately $45.8 million to its pension plans amproximately $15.2 million to
its postretirement plans in 2011, and additional-required contributions could be made. While tleenany cannot currently estimate the
amount of pension plan contributions that will bguired in 2012 and future years, larger contrimgito the pension plans are expected to be

required.

The Medicare Prescription Drug, Improvement and &adation Act of 2003 included a prescription dhenefit under Medicare Part
D, as well as a federal subsidy that began in 2f@0§ponsors of retiree health care
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plans that provide a benefit that is at least adlia equivalent, as defined in the Act, to Medie&art D. Two of the Company’s retiree
health care plans are at least actuarially equivateMedicare Part D and eligible for the fedemabsidy. During the years ended
December 31, 2010 and 2009, the Company receivad@mately $3.3 million and $3.0 million, respeetly, in Medicare reimbursements.
Cash flow from the subsidy is expected to be apprately $1.3 million in 2011.

Benefit payments are expected to be paid as follows

Estimated Medicare
Postretirement

Pension Subsidy

Benefits Benefits-Gross Reimbursements
2011 $ 192. $ 32.C $ 1.3
2012 180.( 31.¢ 1.3
2013 184.¢ 32.c 1.3
2014 190.( 32.7 1.3
2015 196.¢ 33.C 1.3
201€-2020 1,139.: 169.¢ 5.3

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 pamployees may contribute a percentage
of eligible compensation on both a before-tax basi after-tax basis. The Company has historicaliyched a percentage of a participating
employee’s before-tax contributions. The Comparspsuded its 401(k) match for 2009 and 2010. Thed &xpense attributable to the match
was $20.6 million in 2008.

Multi-Employer Pension Plans-The Company participates in a total of 6 multi-éogpr pension plans that enroll employees across
several facilities within the U.S. Print and Reth&ervices segment. The Company is required to makeal contributions to these plans as
determined by the terms and conditions of each. planthe years ended December 31, 2010, 2009 @0fl the Company made plan
contributions of $1.7 million, $1.9 million and $2million, respectively, to these multi-employeinp®n plans. Future plan contributions
cannot be determined, but could significantly iase due to other employers’ withdrawal or the ufutheled status of the plans.

In addition, the Company is exposed to signifiadsks and uncertainties arising from its participatn these plans. These risks and
uncertainties include potential changes in thevetd amounts of charges due to partial withdrdngat two plans related to closure of
certain operating locations. The Company recordediges for these partial withdrawal liabilities&if3.6 million for the year ended
December 31, 2010. These charges were recorddbénmstructuring reserves and represent the Coyfgphest estimate of the expected
settlement of these partial withdrawal liabiliti@$ere were no charges due to partial withdravedlilities for the years ended December 31,
2009 and 2008. While it is not possible to quaritiy potential impact of future actions, furtheduetions in participation or withdrawal from
these multi-employer pension plans could have &n@timpact on the Company’s consolidated annesilts of operations, financial
position, or cash flows.

Plan Assets

The Company employs a total return investment aqgrdor its pension and postretirement benefitlarmereby a mix of equities,
fixed income and alternative investments is usadagimize the long-term return of pension and msgment plan assets. The intent of this
strategy is to minimize plan expenses by outperiiogrplan liabilities over the long run. Risk tolace is established through careful
consideration of plan liabilities, plan funded atatand corporate financial condition. The investoportfolios contain a diversified blend of
equity, fixed income and alternative investmentstirermore, equity investments are diversified sgmeography, market
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capitalization and investment style through invesita in U.S. large-capitalization stocks, U.S. $roapitalization stocks and international
securities. Fixed income investments include hgsliof corporate bonds, government bonds and aas&ed securities. Investment risk is
measured and monitored on an ongoing basis thranghal liability measurements, periodic assetliigistudies and quarterly investment
portfolio reviews. The expected long-term rateadtirn for plan assets is based upon many factohgdimg asset allocations, historical asset
returns, current and expected future market canditirisk and active management premiums. The potise target asset allocation
percentage for both the pension and postretireplant is approximately 75% for equity and otheuséies and approximately 25% for fix:
income.

The Company segregated its plan assets by theviajomajor categories and levels for determiningjrtfair value as of December 31,
2010 and 2009:

Cash and cash equivalentsCarrying value approximates fair value. As subkse assets were classified as Level 1.

Equity—The values of individual equity securities wersdraon quoted prices in active markets. As sudsglassets are classified as
Level 1. Additionally, the Company invests in cértaquity funds that are valued at calculated ssetvalue per share (“NAV”hut are
not quoted on active markets. As such, these asgetsclassified as Level 2. Additionally, includesderlying securities in trust owned
life insurance policies which are invested in derequity securities. These investments are noteglion active markets, therefore, they
are classified as Level 2.

Fixed income—Fixed income securities are typically priced based valuation model rather than a last tradeskasi 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 varioustasaeked securities that are part of a governmgonsored program. The prices of
these asset-backed securities were obtained bpendent third parties using multi-dimensional, atgtal 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. Additionally, includes underlying seti@s in trust owned life insurance
policies which are invested in certain fixed incoseeurities. These investments are not quoted tiveanarkets, therefore, they are
classified as Level 2.

Derivatives and other—This category includes assets and liabilities #ratfutures or swaps traded on a primary exchandere
priced by multiple providers. Accordingly, the Coamy classified these assets and liabilities as ILevEhis category also includes
various other assets in which carrying value appnates fair value.

Real estate—Fhe fair market value of real estate investmerdtsris based on observable inputs for similar aseedctive markets, for
instance, appraisals and market comparables. Acegydthe real estate investments were catego@seldevel 2. The Company also
invests in certain exchange-traded real estatesiment 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 andwasation methods. The valuation inputs are nollyigbservable, and these intere
are not actively traded on an open market. Accaiglirthis interest was categorized as Level 3.

The valuation methodologies described above magrgés a fair value calculation that may not bedative of net realizable value or
future fair values. While the Company believesuthkiation methodologies used are appropriate, sleeofi different methodologies or
assumptions in calculating fair value could result
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different amounts. The Company invests in variasets in which valuation is determined by NAV. TPmmpany believes that the NAV is
representative of fair value at the reporting dassthere are no significant restrictions on red@npn these investments or other reasons to
indicate that the investment would be redeemed ahaount different than the NAV.

The fair values of the Company’s pension plan assebDecember 31, 2010, by asset category ardlawdo

December 31, 2010 December 31, 2009
Asset Category Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
Cash and cash equivalel $ 134 $ 134 $ — $— $ 378 $ 378 0§ — $—
Equity(1) 2,065.( 1,683.: 381.% — 1,765.( 1,422.: 342.7 —
Fixed income(1 841.¢ 213.7 627.¢ — 779.¢ 211.2 568.1 —
Derivatives and othe 5.2 2.1 3.2 — 2.¢ 0.7 2.2 —
Real estat: 88.¢ 6.9 81.€ — 62.4 5.9 56.t —
Private equity 15.t — — 15.5 6.S — — 6.8
Total $3,029.¢ $1,919.. $1,094.. $15EF $2,654. $1,677.« $970.1 $ 6.9

(1) Certain prior year amounts have been reclassifiedftect the Compar's current presentation of the fair values of pempian asset:

The fair values of the Company’s other postretinetienefit plan assets at December 31, 2010, kst aategory are as follows:

December 31, 2010 December 31, 2009
Asset Category Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
Cash and cash equivale! $ 41 $41 $ — $— $ 0¢ $0¢ $ — $—
Equity(1) 1492 124 137( — 1345 106 123¢ —
Fixed income(1 38.2 — 38.2 — 47.2 8.2 39.C —
Derivatives and othe 0.2 0.2 — — — — — —
Total $191.¢ $16.7 $175.2 $— $182.¢ $19.7 $162.¢ $—

(1) Certain prior year amounts have been reclassib reflect the Company’s current presentatiotheffair values of other postretirement
benefit plan asset

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

Private

Equity
Balance at January 1, 200! $ 2E
Unrealized loss—net (1.0
Purchases, sales and settlem: 5.4 i
Balance at December 31, 20C $ 6.€ i
Unrealized loss—net 0.3
Purchases, sales and settlem: 8.¢ i
Balance at December 31, 2010 $15.5
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Note 12. Income Taxes

Income taxes have been based on the following caems of earnings (loss) from continuing operatioefre income taxes for the
years ended December 31, 2010, 2009 and :

2010 2009 2008

u.S. $171.C $123.¢ $ 200.t
Foreign 152.( (30.9) (469.9
Total $323.( $ 93.1 $(269.9)

The components of income tax expense (benefit) tontinuing operations for the years ended Decer®bg2010, 2009 and 2008
were as follows:

2010 2009 2008
Federal.
Current $100.1 $ 95.C $ (49.0)
Deferred .7 (35.5) 2.4
State:
Current 1.2 21.1 16.2
Deferred (10.9 (2.5 (3.6
Foreign:
Current 41.¢€ 52.t 52.€
Deferred (22.6) (16.7) (102.9
Total $105.¢ $114.5 $ (83.9

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

2010 2009 2008

Federal statutory ra: 35.(% 35.(% 35.(%
International reorganizatic — 16.€ 89.4
Restructuring and impairment charg 8.3 91.€ (123.9)
Foreign tax rate differenti (4.) (51.9) 7.C
State and local income taxes, net of U.S. fedarie tax benef (0.2 10.z (8.3
Adjustment of uncertain tax positio (3.2 6.5 6.8
Adjustment of interest on uncertain tax positi 0.€ (4.7) 3.6
Change in valuation allowanc (4.9 27.€ 5.4
Domestic manufacturing deducti (2.6) (7.2) —
Acquisitior-related expense 1.2 — —
Enactment of health care reform 1.C — —
Other 1.8 (1.3 g
Effective income tax rat 32.8% 123.(% 1.2%

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

Included in 2009 is an expense of $15.6 milliomtieg to the reorganization of certain entitieshivitthe International segment.
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Included in 2008 is a benefit of $228.8 millionateld to the decline in value and reorganizatioceofain entities within the Internatiol
segment and $38.0 million from the recognition nfertain tax positions upon the final settlememntertain U.S. federal income tax audits
the years 2000-2002.

Deferred income taxe
The significant deferred tax assets and liabiliieBecember 31, 2010 and 2009 were as follows:

2010 2009
Deferred tax asset

Pensions and postretirem $311.¢ $321.7
Accrued liabilities 174.: 1935
Net operating loss and other tax carryforwe 306.2 306.¢
Other 101.F 90.(
Total deferred tax asse 893.7 912.(
Valuation allowanct 259.5) 277.5
Net deferred tax asse $634.2 $634.F
Deferred tax liabilities

Intangible asset $ 335.2 $ 328.¢
Accelerated depreciatic 275.( 295.¢
Investment: 5.7 8.7
Other 69.2 46.2
Total deferred tax liabilitie 685.2 679.5
Net deferred tax liabilitie $ 51.C $ 44.¢

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

Transactions affecting the valuation allowance efeded tax assets during the years ended Dece3ib@010, 2009 and 2008 were as
follows:

2010 2009 2008
Balance, beginning of ye $277.5 $224. $260.(
Current year expense (bene (9.6) 69.C 0.8
Write-offs (9.9 (29.9) —

Foreign exchange and ott 1.C 13.€ (36.0)
Balance, end of ye: $259.5 $277.5 $224.7

As of December 31, 2010, the Company had domestidaeign net operating loss and other tax caryéods of approximately $26.1
million and $280.1 million, respectively ($17.2 idh and $289.6 million, respectively, at DecemBg&r 2009), of which $173.3 million
expire between 2011 and 2020. Limitations on tlilezation of these tax assets may apply. The Compes 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 assétshat be fully realized. During 2010, the valuatiallowance decreased $18.0 million,
primarily due to a $19.3 million release of a vaioa allowance on deferred tax assets due to trez&sted increase in net earnings for certain
operations within the Latin America reporting unit.
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Deferred U.S. income taxes and foreign withholdarges are not provided on the excess of the invadtralue for financial reporting
over the tax basis of investments in those forsigssidiaries, for which such excess is considerdmbtpermanently reinvested in those
operations. The Company has recognized deferrelibtaikities of $4.1 million as of December 31, Z)telated to certain foreign earnings
which are not considered to be permanently reiegest

Cash payments for income taxes were $181.1 mil$a88.9 million and $241.6 million in 2010, 20092008, respectively. Cash
refunds for income taxes were $52.0 million, $164illion and $9.2 million in 2010, 2009 and 2008spectively.

The Company’s income taxes payable for federalstaig purposes has been reduced by the tax bemsditsiated with dispositions of
employee stock options. The Company receives ammedax 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 $1.1 million in 2010 andi$aillion in 2008. There were no types of thesedfiésin 2009.

For the year ended December 31, 2010, the changaker comprehensive income were net of tax pimvisof $0.3 million related to
the change in the fair value of derivatives and.§28illion related to the change in funded statrgension and postretirement plans and the
adjustment for net periodic pension and postregmrbenefit costs. For the year ended Decembe2(®B, the changes in other
comprehensive income were net of tax benefits 6f3&illion related to the change in funded stdtugpension and postretirement plans and
related to the adjustment for net periodic pensioth postretirement benefit cost and net of taxiprons of $1.5 million related to changes in
the fair value of derivatives. For the year ended@&nber 31, 2008, the changes in other compreteimgisme were net of tax benefits of
$493.1 million related to the change in fundedustdor pension and postretirement plans and retatéie adjustment for net periodic pens
and postretirement benefit cost, as well as n&boprovisions of $13.0 million related to unreatizforeign currency gains and $1.3 million
related to changes in the fair value of derivatives

Uncertain tax positions
Changes in the Company’s unrecognized tax berafilecember 31, 2010, 2009 and 2008 were as fallows

2010 2009 2008
Balance at beginning of ye $176. $162.¢ $212.2
Additions for tax positions of the current ye 10.2 19.2 19.2
Additions for tax positions of prior yea 9.5 2.4 14.1
Reductions for tax positions of prior yei (18.7) (3.5 (48.7)
Settlements during the ye (9.6 (1.5 (17.2)
Lapses of applicable statutes of limitatic (13.6) (7.3 (12.5)
Foreign exchange and ott 2.3 4.2 (4.9
Balance at end of ye $157.1 $176. $162.¢

As of December 31, 2010, 2009 and 2008, the Compady$157.1 million, $176.4 million and $162.9 ioifl, respectively, of
unrecognized tax benefits. Unrecognized tax benefi$111.3 million as of December 31, 2010, ifoguized, would have decreased income
taxes and the corresponding effective income tixaad increased net earnings. This potential ilnpaoet earnings (loss) reflects the
reduction of these unrecognized tax benefits, ieedain deferred tax assets and the federaleaefit of state income tax items. The
Company recognized $9.3 million and $0.3 milliorpeéviously unrecognized federal and state taxfitsneespectively, due to settlements
during the year. The Company recognized $4.7 miliad $8.9 million,
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respectively of previously unrecognized state amernational tax benefits, due to the expiratiostatutes of limitations and resolution of
audits during the year. As a result, the Compangnded $13.6 million as a decrease in income tperese for the year ended December 31,
2010.

As of December 31, 2010, it is reasonably posshdgethe total amounts of unrecognized tax benefilsdecrease within 12 months by
as much as $77.6 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 uncertaiisess component of income tax
expense. The total interest expense, net of tagflieprelated to remaining tax uncertainties recped in the Consolidated Statements of
Operations for the years ended December 31, 2@0 &nd 2008 was $1.9 million, $6.2 million and&illion, respectively. Penalties in
the amount of $0.9 million, $0.7 million and $1.@limn, respectively, were recognized for the yeansled December 31, 2010, 2009 and
2008. Accrued interest of $52.5 million and $52.illiam related to income tax uncertainties wereared as a component of other noncur
liabilities on the Consolidated Balance Sheetsetdinber 31, 2010 and 2009, respectively. Accruedlpes of $6.7 million and $5.8 millic
related to income tax uncertainties were repomeagthier noncurrent liabilities on the ConsolidalBadance Sheets at December 31, 2010 and
2009, 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 Companydackign government under which the Company wesetertain tax benefits in that
country, such as exemption from taxation on prafésved from export related activities. The Companax holiday agreements expire in
2011. The aggregate effect on income tax expeng@lf, 2009 and 2008, as a result of these agrasnvess approximately $8.1 million,
$10.6 million and $15.3 million, respectively.

Note 13. Debt
The Company'’s debt at December 31, 2010 and 2068ists of the following:

2010 2009

Credit facility borrowings $ 120.C $ —
4.95% senior notes due May 15, 2( — 325.7
5.625% senior notes due January 15, 2 158.€ 158.t
4.95% senior notes due April 1, 20 599.2 599.(
5.50% senior notes due May 15, 2( 499.¢ 499.¢
8.60% senior notes due August 15, 2! 346.( 345.c
6.125% senior notes due January 15, Z 622.( 621.
11.25% senior notes due February 1, 2 400.( 400.(

7.625% senior notes due June 15, 2 400.( —
8.875% debentures due April 15, 2( 80.¢ 80.¢
6.625% debentures due April 15, 2( 199.: 199.:
8.820% debentures due April 15, 2( 68.¢ 68.¢
Other, including capital leas 35.5 23.7
Total debt 3,530.( 3,322.
Less: current portio (131.9 (339.9)
Long-term debr $3,398.¢ $2,982.!
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The fair values of the senior notes and debentureigh were based upon interest rates availableecCompany for borrowings with
similar teams and maturities, were determined théaesl 2 under the fair value hierarchy. The failue of the Company’s debt was greater
than its book value by approximately $259.3 milleord $177.9 million at December 31, 2010 and 268ectively.

On December 17, 2010, the Company entered intoZb$illion unsecured and committed revolving credireement (the “Credit
Agreement”) which expires December 17, 2013, sulifea possible one-year extension if agreed tthbylending financial institutions.
Borrowings under the Credit Agreement bear inteséstrate dependent on the Company’s credit maémghe time of borrowing that will be
calculated according to a base Eurocurrency rai® guh applicable margin. The Company will pay ahnaemmitment fees at rates dependent
on the Company’s credit ratings. The Credit Agreeimeplaced the Company’s previous $2.0 billionamsed and committed revolving
credit facility (the “previous Facility”). All amauts outstanding under the previous Facility wepar@ with borrowings under the Credit
Agreement. The Credit Agreement will be used faregal corporate purposes, including letters ofiti@ad as a backstop for the Company’s
commercial paper program. The Credit Agreementifigext to a number of financial covenants thapart, may limit the use of proceeds, .
the ability of the Company to create liens on assetur subsidiary debt, engage in mergers andainlations, or dispose of assets. The
financial covenants require a minimum interest cage ratio and maximum leverage ratio.

On June 21, 2010, the Company issued $400.0 mitiiah625% senior notes due June 15, 2020. Interettie notes is payable semi-
annually on June 15 and December 15 of each yeamnencing on December 15, 2010. The net proceedstfre offering were used to
repay borrowings under the previous Facility andgeneral corporate purposes.

On August 26, 2009, the Company issued $350.0anillif 8.60% senior notes due August 15, 2016. éstewn the notes is payable
semi-annually on February 15 and August 15 of gaein, commencing on February 15, 2010. The netgeds from the offering, along with
borrowings under the previous Facility and caslthand, were used to repurchase $466.4 million o6t625% senior notes due January 15,
2012 and $174.2 million of the 4.95% senior notes May 15, 2010. These repurchases resulted ia-tagioss on debt extinguishment of
$10.3 million, which is reflected in investment avttier expense on the Consolidated Statements efafpns for the year ended
December 31, 2009.

On January 14, 2009, the Company issued $400.dmdF 11.25% senior notes due February 1, 2018rést on the notes is payable
semi-annually on February 1 and August 1 of eactn,y@mmencing on August 1, 2009. The net proc&edsthe offering were used to pay
down short-term debt. If the Company experiencesiredowngrades in its credit ratings, these natesld be subject to a coupon step-up
resulting in higher interest payments.

As of December 31, 2010, the Company had $120.omibf borrowings outstanding under the Credit égment. The proceeds from
these borrowings were used to repay borrowings nuheeprevious Facility. The borrowings under thevous Facility, along with cash on
hand, were used to fund the acquisition of Bowree Weighted average interest rate on borrowingsigtine year ended December 31, 2010
was 1.27% per annum.

Additionally, the Company had $107.4 million in ditefacilities (the “Foreign Facilities”) at its feign locations, most of which are
uncommitted. As of December 31, 2010 and 2009} bataowings under the Credit Agreement, the presibacility and the Foreign
Facilities (the “Combined Facilities”) were $12%lllion and $12.7 million, respectively. As of Denber 31, 2010, the Company had $57.0
million in outstanding letters of credit. At Deceent81, 2010, approximately $1.7 billion was avd#alnder the Company’s Combined
Facilities, of which the Company may borrow appneately $1.4 billion, as borrowings above $1.4 billiwould cause the Company to
violate certain debt covenants in the Facility.
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The Company was in compliance with its debt covenas of December 31, 2010, and is expected toinamaompliance based on
management’s estimates of operating and finanesallts for 2011 and the foreseeable future.

At December, 31, 2010, the future maturities oftdetzluding capitalized leases, consisted of tilWwing:

Amount
2011 $ 131.¢
2012 160.¢
2013 0.
2014 600.¢
2015 504.(
2016 and thereaft 2,125.¢
Total $3,523.:

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

2010 2009 2008
Interest incurres $233.2 $246.¢ $240.¢
Less: interest incom (9.7 (9.9 (11.9)
Less: interest capitalized as property, plant andmment (1.6 (2.7) (2.5)
Interest expense, n $222.¢ $234.€ $226.¢

Interest paid was $235.2 million, $226.5 milliorde®223.8 million in 2010, 2009 and 2008, respetyive

Note 14. Derivatives

All derivatives are recorded as other current aramorent assets or other current or noncurrenilii@ls on the Consolidated Balance
Sheets at their respective fair values with unzedligains and losses recorded in other compretemgiome (loss), net of applicable income
taxes, or in the Consolidated Statements of Omeratidepending on the purpose for which the devieas held. For derivatives designated
and that qualify as fair value hedges, the gailogs on the derivative, as well as the offsettinmgr loss on the hedged item attributable to
the hedged risk, are recognized in the Consolidatatements of Operations. Changes in the fairevafderivatives that do not meet the
criteria for designation as a hedge at inceptiotiaibto meet the criteria thereafter, are recagdicurrently in the Consolidated Statements of
Operations. At the inception of a hedge transactioem Company formally documents the hedge relakigmand the risk management
objective for undertaking the hedge. In addititte Company assesses both at inception of the faadhen an ongoing basis, whether the
derivative in the hedging transaction has beenligfiective 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 counitryhich they operate. To the extent borrowing&sgurchases, revenues, expenses or othe
transactions are not in the local currency of therating unit, the Company is exposed to curreisty Periodically, the Company uses
foreign exchange forward contracts and cross-cayewaps to hedge

F-35



Table of Contents

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

exposures resulting from foreign exchange fluctureti Accordingly, the implied gains and losses @ased with the fair values of foreign
currency exchange contracts and cross-currencyssar@pgenerally offset by gains and losses on yidgipayables, receivables and net
investments in foreign subsidiaries. The Compargsdmt use derivative financial instruments foditng or speculative purposes.

The Company has entered into foreign exchange fora@ntracts in order to manage the currency expeasiucertain receivables and
liabilities. The foreign exchange forward contrastre not designated as hedges, and accordinglyaithvalue gains or losses from these
foreign currency derivatives are recognized culyentthe Consolidated Statements of Operationseggdly offsetting the foreign exchange
gains or losses on the exposures being manageagdbnegate notional value of the forward contrat®ecember 31, 2010 and 2009 was
$100.9 million and $437.0 million, respectively.eTfair values of foreign exchange forward contragtse determined to be Level 2 under
fair value hierarchy and are valued using markeharge rates.

On April 9, 2010, the Company entered into interat swap agreements to manage interest ratexggdsure. The interest rate swap
agreements effectively changed the interest rat®600 million of its fixed-rate senior notes todtmg rate LIBOR plus a basis point spread.
These interest rate swaps, with a notional valug66D million, are designated as fair value hedgganst changes in the value of the
Company’s 4.95% senior notes due April 14, 2014ctvhare attributable to changes in the benchmasdtast rate. The Company evaluates
the credit value adjustments of the interest ratgpsagreements, which take into account the pdisgibf counterparty and the Company’s
own default, on at least a quarterly basis. The amg’'s agreements with each of its counterpartiesain a provision where the Company
could be declared in default on its derivative gétions if it either defaults or, in certain casges;apable of being declared in default of an
its indebtedness greater than specified threshdlisse agreements also contain a provision wher€¢mpany could be declared in default
subsequent to a merger or restructuring type af/thme creditworthiness of the resulting entitynigterially weaker. The fair values of the
interest rate swaps were determined to be Leveald2iuthe fair value hierarchy and are valued usiagket interest rates.

At December 31, 2010 and 2009, the total fair valiithe Company’s foreign exchange forward consractd fair value hedges and the
accounts in the Consolidated Balance Sheets inhithie fair value amounts are included are showoviel

2010 2009
Derivatives not designated as hedges

Prepaid expenses and other current a: $ 0.t $1.3

Accrued liabilities 0.2 6.8

Derivatives designated as fair value hedges

Other noncurrent assets —
$16.€ $

The pre-tax gains (losses) related to derivatiwsiasignated as hedges recognized in the Consadi®atements of Operations for the
years ended December 31, 2010, 2009 and 2008 aash the table below

Classification of Gain (Loss)
Recognized in the Consolidated

Statements of Operations 2010 2009 200¢

Derivatives not designated as hedges
Foreign exchange forward contracts Selling, general and administrative —
expense: $2.5 $13.7) $
Total loss recognized in the consolidated statemenbf operations —
$(2.5 $(137) $
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For derivatives designated as fair value hedgespte-tax gains (losses) related to the hedgedsitattributable to changes in the
hedged benchmark interest rate, and the offsegtig or loss on the related interest rate swapthtoyears ended December 31, 2010, 2009
and 2008 are shown in the table below:

Classification of Gain (Loss)
Recognized in the Consolidated

Statements of Operations 2010 200¢ 200¢
Fair Value Hedges

Interest rate swaps — —

Investment and other exper $16.€ % $
Hedged items — —
Investment and other exper a4y
Total gain recognized as ineffectiveness in the ceolidated — —
statements of operations Investment and otherexper $ 21 $§  $

The Company also recognized a net reduction todastexpense of $6.8 million for the year endedebdmer 31, 2010 related to the
Company’s fair value hedges, which includes inteaesruals on the derivatives and amortizatiorhefliasis in the hedged items.

The pre-tax gains (losses) related to derivatiwssghated as cash flow hedges for the years endeeniber 31, 2010 and 2009 are
shown in the table below:

Gain (Loss)
Classification of Reclassified Gain (Loss)
Gain (Loss) Gain (Loss) from AOCI Classification of Gain Recognized in
Recognized in Reclassified from into Income (Loss) Recognized in Income
OCI (Effective AOCI into Income (Effective Income (Ineffective (Ineffective
Portion) (Effective Portion) Portion) Portion) Portion)
2010 2009 2010 2009 201C 2009
Cash Flow Hedge:
Interest rate lock — — —
$ $ Interest expen—net  $(0.€) $(1.1) Interest expen—net $ $—
Interest rate lock — — Investment and other — — Investment and other — (2.7)
expense expense
Total gain (loss) — — —
$ $ $(0.6)  $(1.1) $ $(2.7)
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The pre-tax gains (losses) related to derivatiessgihated as cash flow and net investments hedg#isef year ended December 31,
2008 are shown in the table below:

Classification
of

Classification

Gain (Loss) of
Gain Reclassified Loss Loss
Recognizel from Gain (Loss) Recognized ir Recognized it
AOCI into Reclassified from
in OCI Income AOCI into Income Income Income
(Effective (Effective (Ineffective (Ineffective
Portion) Portion) (Effective Portion) Portion) Portion)
Cash Flow Hedge:
Cross-currency swaps $ 68.€ Investmer $ 68.2 Investmer $ 9.9
and other and other
expense expense
Interest rate lock — Interest (1.6 Interest —
expense— expense—
net net
Interest rate lock — Investmer — Investmer —
and other and other
expense expense
Total gain (loss) 68.€ 66.€ (9.9
Net Investment Hedge
Cross-currency swaps 21.¢ Investmer 21.2 Investmer —
and other and other
expense expense
Total gain (loss) $ 90. $ 87.¢ $ 9.¢

Terminated Derivatives

In October 2008, the Company terminated its outBtencross-currency swaps with a notional amourftlg130.8 million, which were
used to hedge against fluctuations in currencysraté¢he British pound sterling and Euro. This tertion resulted in net pre-tax cash
proceeds to the Company of $22.5 million and rettmgnof a pre-tax loss of $9.9 million during 200fhese 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 EXiese swaps required the Company to pay a fixeddst rate on the GBP notional
amount and receive a fixed interest rate on the tbfar notional amount and pay a fixed interes¢ on the GBP notional amount and
receive a fixed interest rate on the EUR notiomabant, respectively.

In May 2005, the Company terminated its interet& lkack agreements which were used to hedge adhinsiations in interest rates.
This termination resulted in a loss of $12.9 milliecorded in accumulated other comprehensive iecarhich was being recognized in
interest expense over the term of the hedged fetedanterest payments. During the third quarte2Gfifo, the Company repurchased $174.2
million of the 4.95% senior notes due May 15, 2040ch were hedged as part of the interest rate dgrkements. A pre-tax loss of $2.7

million was reclassified from accumulated other poahensive income (loss) to investment and othgemse in the Consolidated Statements
of Operations as a result of the change in expdoredasted interest payments for the senior riiwesMay 15, 2010. At December 31, 2010,
a balance of $2.2 million remains in accumulatdgeotomprehensive income (loss), of which $0.4iamilis expected to be reclassified to
interest expense in 2011.
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Note 15. Earnings per Share

2010 2009 2008

Numerator:

Net earnings (loss) attributable to RR Donnellesnomn shareholdel $221.7 $(27.9)  $(189.9
Denominator

Weighted average number of common shares outsig 206.¢ 205.2 210.2

Dilutive options and awards( 3.3 — —

Diluted weighted average number of common sharetanding 209.7 205.2 210.2
Net earnings (loss) per share attributable to RRri2tey common shareholde

Basic $ 1.07 $0.19) $ (0.90

Diluted $ 1.0€ $(0.15)  $ (0.90
Cash dividends paid per common sf $ 1.04 $ 1.0¢ $ 1.0/

(a) Diluted net earnings (loss) per share attritletto RR Donnelley common shareholders takesdatsideration the dilution of certain
unvested restricted stock awards and unexercise#l sption awards. For the years ended Decembe2(31), 2009 and 2008, restrict
stock units of 2.7 million, 5.5 million and 1.8 fioh, respectively, were excluded as their effeotild be anti-dilutive. For the years
ended December 31, 2010, 2009 and 2008, optiopgrhase 3.6 million shares, 4.2 million shares&bdnillion shares, respectively,
were ani-dilutive because the option exercise price excedluedair value of the stoc

During the years ended December 31, 2010 and 2@08hares of common stock were purchased by thep@ayrin the open market.
During the year ended December 31, 2008, the Coynparchased in the open market 10.0 million shafés common stock at a total
cost of $278.8 million.

Note 16. Stock and Incentive Programs for Employees

The Company recognizes compensation expense, basestimated grant date fair values, for all shzged awards issued to
employees and directors, including stock optiorss rastricted stock units. The Company estimate$dinealue of share-based awards on the
date of grant, using the Black-Scholes-Merton apfidcing model. The Company recognizes these cosgi®n costs for only those awards
expected to vest, on a straidime basis over the requisite service period ofdtvard, which is generally the vesting term of ¢hte four year
for restricted stock awards and stock options. Company estimated the number of awards expecteestobased, in part, on historical
forfeiture rates and also based on managementictagons of employee turnover within the spe@fieployee groups receiving each type of
award. Forfeitures are estimated at the time dfitggad revised, if necessary, in subsequent peribastual forfeitures differ from those
estimates.

Share-Based Compensation Expense

The total compensation expense related to all shased compensation plans was $28.6 million, $24llibn and $21.9 million for the
years ended December 31, 2010, 2009 and 2008 ctese. The income tax benefit related to sl-based compensation expense was $11.2
million, $9.6 million and $8.8 million for the yemended December 31, 2010, 2009 and 2008. As cfrbleer 31, 2010, $33.3 million of total
unrecognized compensation cost related to shaedl@snpensation plans is expected to be recogoizeda weighted-average period of 2.3
years. The total unrecognized st-based compensation cost to be recognized in fpienieds as of December 31, 2010 does not contider
effect of share-based awards that may be issusghisequent periods.
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Share-Based Compensation Plans

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

RR Donnelley 2004 Performance Incentive Pl

The 2004 Performance Incentive Plan (the “2004 Pheis approved by shareholders to provide incestivdey employees of the
Company and its subsidiaries. Awards under the ZdB4are generally not restricted to any specdiof or structure and could include,
without limitation, stock options, stock units, triisted 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 d&den

General Terms of Awards

Under various incentive plans, the Company hastgdacertain employees non-qualified stock optiams r@stricted stock units. The
Human Resources Committee of the Board of Dirediassdiscretion to establish the terms and comditfor grants, including the number of
shares, vesting and required service or other paence criteria. The maximum term of any award urisle 2004 PIP is ten years. At
December 31, 2010, there were 4.2 million shareoofmon stock authorized and available for gradeathe 2004 PIP.

For all of the Company’s stock options outstandih@ecember 31, 2010, the exercise price of thekgiption 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 ddtestirement, whichever is earlier, while optiaggrainted 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% erfahrth anniversary of the grant.
Restricted stock unit awards are subject to farfeiipon 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 gesais employment under certain
circumstances or a change in control of the Compahyg Company records compensation expense ofctestistock unit awards based on
fair market value of the awards at the date of gratably over the period during which the restoics lapse. Dividends are not paid to
restricted stock unit holders that are not yetest

The Company also issues restricted stock unitb@®gased compensation for members of the Bodbareftors. Director restricted
stock units granted after January 2009 vest ratady three years from the date of grant with theastunity to defer any tranche of vesting
restricted stock units until termination of servaethe Board of Directors. Awards granted betwa@eruary 2008 and January 2009 vest
ratably over three years from the date of grantwece 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-thirtithe 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 terrtimraof service on the Board of Directors
prior to a vesting date, all restricted stock umit vest. All awards granted prior to December 3007 are payable in shares of common
stock or cash. In 2009, the option to have awaaits ip cash was removed for awards granted in 20@B8future years. Awards that may be
paid in cash are classified as liability awards ttutheir expected
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settlement in cash, and are included in accrudidlitias in the Consolidated Balance Sheets. Corsgtion expense for these awards is
measured based upon the fair market value of tteedsnat the end of each reporting period. Awargslpla only in shares are classified as
equity awards due to their expected settlemenbmnaon stock. Compensation expense for these avusandsasured based upon the fair
market value of the awards at the date of granidend equivalents are accrued for shares awamtgktBoard of Directors and paid in the
form of cash.

Stock Options

The Company granted 540,000, 1,520,468 and 7541@@8 options in the years ended December 31, Z0Y and 2008,
respectively. The fair market value of each stogkam award is estimated on the date of grant uiegBlack-Scholes-Merton option pricing
model. The fair market value of the stock optioraswletermined using the following assumptions:

2010 2009 2008
Expected volatility 35.61% 29.61% 22.7¢%
Risk-free interest rat 2.7%% 2.27% 2.9¢%
Expected life (years 6.2t 6.2t 6.2t

Expected dividend yiel 4.19% 3.65% 3.31%

The grant date fair market value of options gramted $4.81, $1.47 and $5.63 for the years endedrbieer 31, 2010, 2009 and 2008,
respectively.

The following table is a summary of the Company04 @ 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( 4,16¢ $20.1% 6.4 $ 26.€
Granted 54( 19.8¢ 9.2
Exercisec (26%) 9.04
Cancelled/forfeited/expire (28¢) 21.5]
Outstanding at December 31, 2( 4,15¢ 20.8( 6.3 14.4
Vested and expected to vest at December 31, 4,15t 20.8( 6.3 14.2
Exercisable at December 31, 2( 427 $ 8.8¢ 6.9 $ 3.7

The aggregate intrinsic value in the table abopeasents the total pre-tax intrinsic value (théedénce between the Company’s closing
stock price on December 31, 2010 and 2009 andxiaeise price, multiplied by the number of in-themey options) that would have been
received by the option holders had all option haddexercised their options on December 31, 201®808. This amount will change in
future periods based on the fair market value ef@ompany’s stock and the number of options outst@n Total intrinsic value of options
exercised for the years ended December 31, 201@@0RIwas $3.0 million and $0.1 million, respedive

Compensation expense recognized related to staaknsdor the years ended December 31, 2010, 26026808 was $3.1 million, $2
million and $2.5 million, respectively. As of Decbar 31, 2010, $4.7 million of total unrecognizednp@nsation expense related to stock
options is expected to be recognized over a weightverage period of 2.3 years.
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Cash received from the option exercises as of anthé year ended December 31, 2010, 2009 and2868&2.4 million, $1.5 million
and $1.8 million, respectively. The actual tax Ha#mealized for the tax deduction from option exises totaled $1.1 million, $0.1 million and
$0.4 million for the years ended December 31, 2@009 and 2008, 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 $dI®mand $0.1 million for the years ended Decentiier2010 and 2008, 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, 2010 and 2009, and changes during the yei®deDecember 31, 2010 were
as follows:

Weighted-
Average

Grant

Shares Date
(thousands’ Fair Value
Nonvested at December 31, 2(C 5,48( $ 11.0¢
Granted 1,51¢ 17.41
Vested (1,519 11.1:
Forfeited (55 12.9%
Nonvested at December 31, 2(C 5,43( $ 12.9¢

Compensation expense recognized related to restritbck units was $25.5 million, $21.6 million é#il.3 million, for the years end
December 31, 2010, 2009 and 2008, respectivelypfAecember 31, 2010, there was $28.6 million ataagnized share-based
compensation expense related to nonvested reststdek unit awards. That cost is expected to begeized over a weighted-average period
of 2.4 years. As of December 31, 2010, approxingdiel million restricted stock unit awards, withvaighted-average grant date fair value of
$12.96, are expected to vest over a weighted-aeqragod of 2.4 years.

Performance Share Unit Award

No performance share unit awards were granted gltine years ended December 31, 2010, 2009 and Pa@i\g the year ended
December 31, 2007, the Company granted performsime unit awards to certain executive officerstifiutions under these awards were
payable at the end of the performance period innsomstock or cash, at the Company’s discretion. ¢athin performance targets been
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 theserds were not reached. Therefore, no sharesamexeded 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 yeaeeémkcember 31, 2010 and
2009. During 2008, compensation expense relatéitttawards granted in 2007 was reversed in the anod$1.9 million, because the
Company no longer expected the required performtargets to be achieved. No additional 2008 expemserecorded.
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Board of Directors Liability Awards

At December 31, 2010, 2009 and 2008, approximdt4s;459, 158,633 and 223,000, respectively, résttistock units issued to
directors were outstanding for liability awardsr Bre years ended December 31, 2010 and 2009pthpansation expense recorded for these
awards was $0.4 million and $0.9 million, respealiiv For the year ended December 31, 2008, the @oynpecorded income of $3.0 million
due to declines in the Company’s stock price. TharB of Directors equity awards are included abiouwee section “Restricted Stock Units.”

Other Information

Authorized unissued shares or treasury shares magdd for issuance under the Company’s share-lsasggensation plans. The
Company intends to use treasury shares of its constozk 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 Direcémgroved a new share repurchase program, authgptizénrepurchase of up to 10 million
shares. As of December 31, 2010, no shares hadreperchased under this program.

Note 17. Preferred Stock

The Company has two million shares of $1.00 pavevgireferred stock authorized for issuance. ThedofDirectors may divide the
preferred stock into one or more series and fix#uemption, dividend, voting, conversion, sinkingd, liquidation and other rights. The
Company has no present plans to issue any prefstoeH.

Note 18. Segment Information

The Company operates primarily in the printing isialy, with related service offerings designed tieofustomers complete solutions
for communicating their messages to target audiendaee Company'’s reportable segments reflect theagement reporting structure of the
organization and the manner in which the chief afyeg decision-maker regularly assesses informdtiodecision-making purposes,
including the allocation of resources. The Comparsggments and their products and service offedrgsummarized below:

U.S. Print and Related Services

The U.S. Print and Related Services segment insltitkeCompany’s U.S. printing operations, manageahe integrated platform,
along with related logistics, premedia and printaagement services. This segmsmitoducts and related service offerings includganimes
catalogs, retail inserts, books, directories, fomalprint, direct mail, forms, labels, office pratts, statement printing, premedia and logistics
services.

The U.S. Print and Related Services segment aceddot approximately 75% of the Company’s consdédanet sales in 2010.

International

The International segment includes the CompanysWs. printing operations in Asia, Europe, Latimérica and Canada. This
segment’s products and related service offeringsitte magazines, catalogs, retail inserts, bodksgtries, financial print, direct mail,
forms, labels, statement printing, premedia andéstag services. Additionally, this segment incladiee Company’s business process
outsourcing and Global Turnkey
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Solutions operations. Business process outsoupringdes transactional print and outsourcing sevjistatement printing, direct mail and
print management services through its operatio&inope, Asia and North America. Global Turnkeyufiohs provides outsourcing
capabilities, including product configuration, ausized kitting and order fulfillment for technologyedical device and other companies
around the world through its operations in Eurdypeith America and Asia.

The International segment accounted for approxilp@®&% of the Company’s consolidated net sales0ih02

Corporate

Corporate consists of unallocated general and dsitrative 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.
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The Company has disclosed income (loss) from coimgoperations as the primary measure of segnanirgys (loss). This is the
measure of profitability used by the Company’s Ebgerating decision-maker and is most consistétit the presentation of profitability
reported within the Consolidated Financial Statetsien

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

Total Sales Sales Sales operations Operations Amortization Expenditures
Year ended December 31, 20
U.S. Print and Related Servic $ 7558 $ (265 $7532. $ 638¢ $6495° $ 391¢ % 99.2
International 2,538.¢ (51.9 2,486. 149.t 2,460.¢ 115.2 88.4
Total operating segmer 10,097.. (78.9 10,018.¢ 788.£ 8,956.¢ 507.C 187.€
Corporate(1 — — — (232.9) 126.€ 32.2 41.¢
Total continuing operatior $10,097.. $ (784 $10,018¢ $ 555 $9,083.. $ 539.. $ 229«
Year ended December 31, 20
U.S. Print and Related Servic $ 7464 $ (275 $7,437.( $ 4897 $6,317t $ 4227 $ 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 $09857. $ 344°: $8,747¢ $ 579.C $ 195(
Year ended December 31, 2008
U.S. Print and Related Servic $8722¢ $ (187 $8,704. $ 708.¢ $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.c
Corporate(1 — — — (184.¢) 410.4 41.3 30.€
Total continuing operatior $11,659.¢ $ (78.9) $11581¢ $ (40.5) $9,494: $ 6406 $ 322¢

(1) Corporate assets consist primarily of the feilg items at December 31, 2010: fixed assets df@hillion and deferred compensation
plan assets of $46.5 million; December 31, 200&diassets of $65.4 million and deferred compemsatian assets of $50.0 million;
and December 31, 2008: fixed assets of $65.9 mjlkash and cash equivalents of $60.0 million, Wefecompensation plan assets of
$44.5 million, investments in affordable housingb@f7.4 million and benefit plan assets of $14.3iom| .

Restructuring and impairment charges by segmerzGad, 2009 and 2008 are described in Note 3.
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Note 19. Geographic Area and Products and Servicésformation

The table below presents net sales and long-ligsdta by geographic region. The amounts in thie @iffer from the segment data
presented in Note 18 because each operating segmokrmtes operations in multiple geographic regjdrased on the Company’s
management reporting structure.

U.S. Europe Asia Other Combined
2010
Net sales $7,761.¢ $ 970.: $600.1 $686.¢ $10,018.
Long-lived assets(1 2,014.: 218.t 172.€ 208.¢ 2,614.;
2009
Net sales $7,647.. $1,063.¢ $470.5 $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.( 2,956.:

(1) Includes net property, plant and equipment, prepaitsion cost and other noncurrent as:

2010 2009 2008
Products and services Net Sales Net Sales Net Sales
Magazines, catalogs and retail inst $ 2,361.: $2,487." $ 3,183."
Books and directorie 2,036.¢ 1,979.: 2,165.(
Variable printing 1,645." 1,454.( 1,553.¢
Forms and label 1,063.¢ 1,105.: 1,242
Commercial printing(1 759.2 861.1 947 .
Financial prini 577.( 487.¢ 645.7
Global Turnkey Solution 300.¢ 321.¢ 455.1
Office products 212.¢ 228.7 271.5

Total products 8,956.¢ 8,925. 10,465.(
Logistics service 616.( 508.1 667.(
Premedia and related servic 165.2 160.¢ 178.7
Business process outsourcing and o 281.: 262.4 270.¢

Total service: 1,062. 932.( 1,116.¢

Total net sale $10,018.! $9,857.« $11,581.

(1) Certain prior year amounts have been reclassifiedftect the Compar's current reporting unit structul

Note 20. New Accounting Pronouncements

In January 2010, the Financial Accounting Stand&aksrd (“FASB”) issued Accounting Standards Updete 2010-06 “Fair Value
Measurements and Disclosures (Topic 820): Improfdisglosures about Fair Value Measurements” (“ASII@®06"), which requires
additional disclosures regarding transfers betwessels 1, 2 and 3 of the fair value hierarchy, &l as a more detailed reconciliation of
recurring Level 3 measurements. Certain aspeddStf 2010-06 were effective and adopted by the Comjrathe first quarter of 2010.
However, this adoption did not have and is not etgetto have a material impact on the Company’saltated financial position, annual
results of operations or cash flows.
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In February 2010, the FASB issued Accounting Stedslblpdate No. 2010-0Btbsequent Events (Topic 855): Amendments to Q¢
Recognition and Disclosure Requirements” (“ASU 2080), which amends the Subsequent Events Topiedonger requiring an SEC filer
to disclose the date through which subsequent s\ente been evaluated. ASU 2010-09 was adoptée ifirst quarter of 2010 and did not
have a material impact on the Company’s consolifitancial position, annual results of operationgash flows.

In July 2010, the FASB issued Accounting Standaiddate No. 2010-20 “Receivables (Topic 310): Disales about the Credit
Quality of Financing Receivables and the AllowafareCredit Losses” (“ASU 2010-20"), which amendsstixg disclosure requirements and
requires additional quantitative and qualitativectbsures concerning financing receivables, cregktexposures and the allowance for credit
losses. Certain aspects of ASU 2010-20 were efieetnd adopted by the Company in the fourth quaft2010. However, this adoption of
ASU 2010-20 did not have and is not expected te lsamaterial impact on the Company’s consolidatehtial position, annual results of
operations or cash flows.

In December 2010, the FASB issued Accounting Statsddpdate No. 2010-29 “Business Combinations (@ 8p5): Disclosures of
Supplementary Pro Forma Information for Businessilioations” (“*ASU 2010-29"), which specifies thabgorma disclosures should be
reported as if the business combination that oeduduring the current year had occurred as of éggnining of the comparable prior annual
reporting period and the pro forma disclosures rimgtide a description of material, nonrecurring forma adjustments. ASU 2010-29 will
be effective for the Company’s business combinatieith an acquisition date of January 1, 2011 w@rlalhe adoption of ASU 20129 is no
expected to have a material impact on the Compamyisolidated financial position, annual resultgpérations or cash flows.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We have audited the accompanying consolidated balsimeets of R.R. Donnelley & Sons Company anddiabgs (the “Company”)
as of December 31, 2010 and 2009, and the relatesblidated statements of operations, shareholdgtsty, and cash flows for each of the
three years in the period ended December 31, Z0idse 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 30, & 2009, and the results of their operatiodstlagir cash flows for each of the th
years in the period ended December 31, 2010, ifoocmity 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, 2010, based on the criterébkstted innternal Control—Integrated
Frameworkissued by the Committee of Sponsoring Organizatidrise Treadway Commission and our report datésizey 22, 2011
expressed an unqualified opinion on the Compamg&rmal control over financial reporting.

/s/ DELOITTE & TOUCHE LLI
Chicago, lllinois
February 22, 2011

F-48



Table of Contents

UNAUDITED INTERIM FINANCIAL INFORMATION, DIVIDEND
SUMMARY AND FINANCIAL SUMMARY
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Year Ended December 31,

First Second Third Fourth
Quarter Quarter Quarter Quarter Full Year

2010
Net sales(1 $2,415.! $2,408.¢ $2,488.: $2,707.: $10,018.!
Income from operations(: 145.¢ 175.2 148.% 85.7 555.t
Net earnings attributable to RR Donnelley commaarsholders(1 52.€ 88.¢ 53.2 27.C 221.5
Net earnings per diluted share attributable to RRRrlley commaol

shareholders(1)(z 0.2t 0.4z 0.2t 0.1z 1.0¢
Closing stock price hig 23.1¢ 22.6( 18.0¢ 18.8: 23.1¢
Closing stock price lov 19.0z 16.37 14.9¢ 15.7¢ 14.9¢
Closing stock price at quar-end 21.3¢ 16.37 16.9¢ 17.4% 17.45
2009
Net sales(1 $2,455.¢ $2,355.¢ $2,463.: $2,583.! $ 9,857.
Income from operations(: 87.4 135.C 93.4 28.t 344.:
Net earnings (loss) attributable to RR Donnellesnowmn shareholde

@ 13.¢ 25.2 13.1 (79.5) (27.9)
Net earnings (loss) per diluted share attributédRR Donnelley

common shareholders(1)( 0.07 0.12 0.0€ (0.39 (0.13)
Closing stock price hig 15.1¢ 14.4: 21.71 22.71 22.71
Closing stock price lov 5.5¢ 8.0¢ 10.41 20.0¢ 5.5¢
Closing stock price at quar-end 7.3: 11.62 21.2¢ 22.21 22.2i

Closing stock prices reported on NASDAQ effectiviegiist 5, 2009 and New York Stock Exchange-Compdsaesactions prior to
August 5, 2009.

Dividend Summary

2010 2009 2008 2007 2006
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 tegaiat acquisition date
(2) Full-year amounts do not equal the sum of the quartergarounding and a net loss in the fourth quart€009.

Includes the following significant items:

» For 2010: Restructuring and impairment chargeslsf7$# million (first quarter $15.5 million, secogdarter $10.7 million, third
quarter $48.7 million, fourth quarter $83.0 milljp$13.5 million of acquisition-related expense®;%million pre-tax loss related
to the currency devaluation in Venezuela, includingncrease in loss attributable to noncontroliirigrest of $3.6 million; $1.1
million write-down of affordable housing investmer

» 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 fha loss related to debt extinguishment; $2.4iamllwrite-down of affordable
housing investments; $1.6 million of acquisi-related expense
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Financial Summary

2010 2009 2008 2007 2006

Net sales $10,018. $9,857 .« $11,581.( $11,587.. $9,316.¢
Net earnings (loss) from continuing operationsiaitable to RF

Donnelley common shareholde 221.5 (27.9) (191.9) (48.9 402.¢
Net earnings (loss) per diluted share from contigwperation:

attributable to RR Donnelley common sharehol 1.0¢ (0.13) (0.97) (0.22) 1.8¢
Income (loss) from discontinued operations attdbig to RR

Donnelley common shareholde — — 1.8 (0.5 (2.0
Net earnings (loss) attributable to RR Donnellesnowmn

shareholder 221.7 (27.9) (189.9 (48.9) 400.¢
Net earnings (loss) per diluted share attributadiRR Donnelley

common shareholde 1.0¢ (0.13) (0.90 (0.22) 1.8z
Total asset 9,083.: 8,747 . 9,494 12,086. 9,635.¢
Long-term debt 3,398.¢ 2,982.! 3,203.: 3,601.¢ 2,358.¢

Reflectsresults of acquired businesses from the relevagdisition dates

Includes the following significant items:

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

For 2009: Pre-tax restructuring and impairment gasiof $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 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 gbaiof $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;

For 2007: Pr-tax restructuring and impairment charges of $838I0on and a tax benefit of $9.3 million; ai

For 2006: Pre-tax restructuring and impairment gbaiof $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 millio
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3.1

4.€

10.1

10.2

10.c

10.4

10.€

10.7

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 December 17, 2010 amon@dinepany, the Banks named therein and Bank of AmgNCcA., as
Administrative Agent (incorporated by referencdetdibit 99.1 to the Company’s Current Report onnfr@&-K dated December
17, 2010, filed on December 17, 20:

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

Non-Employee Director Compensation Plan (incorpordtgdeference to Exhibit 10.2 to the Company’s AdriReport on Form
10-K for the fiscal year ended December 31, 2004dfda March 14, 2005)

Amended Non-Employee Director Compensation Plarofjorated 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 Plarofjorated by reference to Exhibit 10.4 to the Canys Quarterly
Report on Form 1-Q for the quarter ended June 30, 2010, filed onustig, 2010)’

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

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

Amended and Restated Non-Qualified Deferred Congi@nmsPlan (incorporated by reference to Exhibi61d the Company’s
Annual Report on Form -K for the fiscal year ended December 31, 2007dfda February 27, 2008
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10.8

10.9

10.1C

10.11

10.12

10.1z

10.14

10.1¢

10.1¢€

10.17

10.1¢

10.1¢€

10.2C

10.21

10.22

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

2000 Broad-based Stock Incentive Plan, as amerndearforated by reference to Exhibit 10(a) to theepany’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, filedebrary 25, 2009)

Amended and Restated R.R. Donnelley & Sons Complarfiynded Supplemental Benefit Plan (incorporateddfgrence to
Exhibit 10.11 to the Company’s Quarterly Reportramm 10-Q for the quarter ended September 30, Zé8,0n November 3,
2010)*

Amendment to Amended and Restated R.R. Donnell&p8s Company Unfunded Supplemental Benefit Plaoofporated by
reference to Exhibit 10.12 to the Company’s Quérteeport on Form 10-Q for the quarter ended Sep&r30, 2010, filed on
November 3, 2010)

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 Irpooated’s
(Commission file number-8014) Registration Statement on For-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 Cash Bonus Agreement for certain execudffieers (incorporated by reference to Exhibit Btd the Company’s
Quarterly Report on Form -Q for the quarter ended March 31, 2010, filed oryMa2010)*

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

Form of Restricted Stock Unit Award Agreement fertain executive officers, as amended (incorporbiereference to Exhibit
10.18 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 (incorporhtekference 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 1@ the Company’s
Annual Report on Form K for the fiscal year ended December 31, 2004dfda March 14, 2005)

E-2



Table of Contents

10.2¢

10.24

10.2¢

10.2¢

10.27

10.2¢

10.2¢

10.3C

10.31
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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 @mmpany’s Annual Report on Form 10-K for the fisgaar ended
December 31, 2008, filed on February 25, 20(

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 the Gany’s Quarterly Report
on Form 1-Q for the quarter ended September 30, 2005, fileNavember 8, 2005)

Amended Management By Objective Plan (incorporatedeference to Exhibit 10.34 to the Company’s Qarér Report on
Form 1(-Q for the quarter ended September 30, 2010, fileNavember 3, 2010)

Amended 2009 Management By Objective Plan (incafear by reference to Exhibit 10.33 to the Compa#dyisual Report on
Form 1(-K for the fiscal year ended December 31, 2009 fda February 24, 2010

Statements of Computation of Ratio of Earningsii@ Charges (filed herewitl

Code of Ethics (incorporated by reference to Extiito the Company’s Annual Report on Form 10-Kthe fiscal year ended
December 31, 2003, filed on March 1, 20
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RR Donnelley & Sons Company

COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES

(In Thousands, except ratios)

Earnings available for fixed charge

Earnings from continuing operations before incomes,
noncontrolling interests, and cumulative effectlofnge in
accounting principlt

Less: Equity income (loss) of minor-owned companie

Add: Dividends received from investees under thgtgagnethod

Less: Income (loss) attributable to -controlling interest:
Add: Fixed charges before capitalized inte
Add: Amortization of capitalized intere

Total earnings available for fixed charg

Fixed charges
Interest expens
Interest portion of rental expen
Total fixed charges before capitalized intel
Capitalized interes
Total fixed charge
Ratio of earnings to fixed charg

Years ended December 31,

Exhibit 12

2010 2009 2008 2007 2006 2005
$323.C $93.1 $(269.9 $ 914 $601.° $331.¢
(0.2) 0.3 — — 0.3 (0.6
(4.6) 5.9 6.3 3.3 2.7 1.2)
2027  305.6  299.C  299.6 183  149.
3.8 4.3 5.C 5.5 4.2 6.1
$624.0 $396.f $ 28.4 $393. $786.5  $489.]
$222.6  $234.€6 $226. $227.°0 $139.C $110.7
70.1 71.C 72.€ 725 444 38.7
2027  305.6  299.C 2996 183  149.
1.8 1.7 2.5 3.4 4.7 6.C
$294.6 $307.. $301.F $303. $188.1 $155.
2.12 1.2¢ 0.0¢ 1.3C  4.1¢ 3.1¢




Subsidiaries of R. R. Donnelley & Sons Companyfad21/2011

Entity Name

Entity Type

Domestic Jurisdiction

Exhibit 21

Country

77 Capital Partners 11, L.

Asia Printers Group Limite

Astron Lasercom S,

Banta Corporatiol

Banta Europe B.V

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

Banta Global Turnkey Ki

Banta Global Turnkey Limited (Hong Kon
Banta Global Turnkey Ltc

Banta Global Turnkey Ltd. (Irelan

Banta Global Turnkey, Ltc

Banta Global Turnkey, s.r.

Beijing Donnelley Printing Co., Ltc
BGT-US, LLC

Bowne Business Communications, |
Bowne GCom2 Solutions Limite

Bowne Holdings C.V

Bowne International de Mexico, S.A. de C

Limited Partnershi
Corporatior

Corporatior

Corporatior

Corporatior

Corporatior

Corporatior

Corporatior

Corporatior

Corporatior

Limited Partnershi
Corporatior

Corporatior

Limited Liability Company
Corporatior

Limited Liability Company
Corporatior

Limited Liability Company
Limited Partnershi

Corporatior

Bowne International Do Brasil Servicos Graficos Eimited Liability Company

Comuncacao Corporative Ltc
Bowne International Holdings Gmkt
Bowne International Ltc

Corporatior
Limited Liability Company

Delaware
Cayman Island
Switzerland
Wisconsin
Netherland
China
Singapore
Netherland:
Hungary

Hong Kong
Texas

Ireland

United Kingdom
Czech Republi
Beijing
Wisconsin
New York
Ireland
Netherland:
Mexico

Brazil

Switzerland
United Kingdom

United State:
Cayman Island
Switzerland
United State:
Netherland
China
Singapore
Netherland:
Hungary

Hong Kong
United State:
Ireland

United Kingdom
Czech Republi
China

United State:
United State:
Ireland
Netherland
Mexico

Brazil

Switzerland
United Kingdom



Bowne International Luxembourg SAF
Bowne International SA

Bowne International, L.L.C

Bowne of Canada, Lt

Bowne of Frankfurt, Gmbt

Bowne of New York City, L.L.C
Bowne of Tokyo, Inc

Bowne UK Limited

Brightime Ventures Limite:

Business Systems (Bureau) Limit
Cardinal Brands Azteca S.A. de C
Cardinal Brands Canada Comp:e
Cardinal Brands de Mexico S.A. de C
Cardinal Brands Fabricacion S.A. de C
Cardinal Brands Matamoros S.A. de C
Caslon Incorporate

Confort & Company, Inc

Critical Mail Continuity Services Limite
Data Entry Holdings Limited (Jerse

Data Entry International Limited - Sri Lankan
Branch

Data Entry International Limited (Cypru
DEI Group Limited

Devonshire Appointments Limite
Devonshire Gmbt

Devonshire Recruitment Holdings Limit

Devonshire Sp. z o.

Limited Liability Company
Limited Liability Company
Limited Liability Company
Limited Liability Company
Limited Liability Company
Limited Liability Company
Corporatior
Limited Liability Company
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior

Corporation

Corporatior
Corporatior
Corporatior
Corporatior
Corporatior

Corporatior

Luxembourg
France
Delaware
Ontario
Germany

New York
Tokyo

United Kingdom
Cayman Island
United Kingdom
Mexico

Nova Scotie
Mexico

Mexico

Mexico
Delaware

New York
England
Channel Island
Sri Lanka

Cyprus
England
England
Germany
England

Poland

Luxembourg
France

United State:
Canade
Germany
United State:
Japar

United Kingdom
Cayman Island
United Kingdom
Mexico

Canade

Mexico

Mexico

Mexico

United State:
United State:
England

Jersey

Sri Lanka

Cyprus
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

Impresores R.R. Donnelley Limitai
Inversiones Moore, C./

Inversora Dirkon S.A

Kadocourt Limitec

Ltd
King Yip Packaging (China) Limited

Lasercom (UK) Limitec

Lasercom Holdings Limite

LLC “R.R. Donnelle”

Merrill OfficeTiger India Private Limitet
Merrill OfficeTiger LLC

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

Corporatior

Limited Liability Company

Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior

King Yip (Dongguan) Printing & Packaging Factor@€orporation

Corporation

Corporatior
Corporatior

Limited Liability Company
Limited Liability Company
Limited Liability Company

Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior

Corporatior

Limited Liability Company

Corporatior

China
Brazil
England
England
South Carolini
Mexico
Chile
Venezuele
Uruguay
England
China

British Virgin Islands

England
England
Moscow

India

Delaware

St. Lucia
United Kingdom
United Kingdom
United Kingdom
Nova Scotie
Chile
Venezuele
Delaware
Netherland

China
Brazil
England
England
United State:
Mexico
Chile
Venezuele
Uruguay
England
China

Virgin Islands
(British)

England
England

Russian Federatic

India

United State:
St. Lucia
United Kingdom
United Kingdom
United Kingdom
Canade

Chile
Venezuele
United State:
Netherland:



Moore International B.V

Moore North America Finance, In

Moore Paragon (Caribbean) L

Moore Response Marketing B

Moore Response Marketing BVB

Moore Response Marketing Gmt

Moore Response Marketing L

Moore Trinidad Ltc

Moore Wallace North America, In

Noble World Printing (Holdings BVI) Limite

OfficeTiger BV

OfficeTiger Global Real Estate Services |
OfficeTiger Holdings Inc

OfficeTiger Lanka (Private) Limite
OfficeTiger LLC

Corporatior
Corporatior
Corporatior

Corporatior

Limited Liability Company

Corporatior
Corporatior
Corporatior
Corporatior
Corporation

Corporatior
Corporatior
Corporatior

Corporatior

Limited Liability Company
Limited Liability Company

Limited Liability Company

R. R. Donnelley (Chile) Holdings LL!

R. R. Donnelley (Europe) Limite Corporatior
R. R. Donnelley (Mauritius) Holdings LT Corporatior
R. R. Donnelley (Santiago) Holdings LL

R. R. Donnelley (U.K.) Directory Limite Corporatior
R. R. Donnelley (U.K.) Limitet Corporatior
R. R. Donnelley Argentina, S./ Corporatior
R. R. Donnelley Asia Printing Solutions Limit: Corporatior
R. R. Donnelley BSL Limitet Corporatior
R. R. Donnelley Business Communication Servicésorporation
Limited

R. R. Donnelley Business Process Outsourcing Corporation

Limited

Netherland:
Delaware
Barbados
Netherland
Belgium
Germany
United Kingdom
Trinidad
Delaware

British Virgin Islands

Netherland
Delaware
Delaware

Sri Lanka
Delaware
Delaware
Delaware
Mauritius
Delaware
United Kingdom
United Kingdom
Argentina

Hong Kong
England
England

England

Netherland:
United State:
Barbados
Netherland
Belgium
Germany

United Kingdom

Trinidad And Tobag«

United State:

Virgin Islands
(British)

Netherland
United State:
United State:
Sri Lanka
United State:
United State:
United State:
Mauritius
United State:
United Kingdom
United Kingdom
Argentina

Hong Kong
England
England

England



. Donnelley Chile Limitad
. Donnelley de Costa Rica, S
. Donnelley de Guatemala, S

A V00 DD
o I I B VI« v

. Donnelley Deutschland Gmt

R. R. Donnelley Document Solutions
(Austria) GmbH

R. R. Donnelley Document Solutions
(Germany) Gmbt

R. R. Donnelley Document Solutions
(Ireland) Limited

. Donnelley de Honduras, S.A. de C
. Donnelley de Mexico S. de R.L. de C

Corporatior
Corporatior
Corporatior

Corporatior

Limited Liability Company

Corporatior

Corporation

Corporation

Corporation

R. R. Donnelley Document Solutions (Switzerlandforporation
GmbH

X
Py

DD HDDDDDDD
A 0 O OV XUV UV U U X

.R.

. 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 Limitec

Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporation

R. R. Donnelley Global Turnkey Solutions PolandCorporation
Sp. z.o.c

R. R.
R. R.

R. R. Donnelley Holdings Mexico, S. de R.L.

Donnelley Global, In
Donnelley Holdings C.\

de C.V.

R. R. Donnelley Hungary Printing and Trading

Limited Liability Company

Corporatior

Limited Liability Partnershiy

Corporation

Limited Liability Company

Chile

Costa Rice
Guatemal:
Honduras
Mexico
Frankfurt/Main

Austria
Germany
Ireland
Switzerland

Netherland:
Belgium
Spain
France
Poland

Italy

El Salvadol
Netherland:
Poland
Hong Kong
England

Poland

Delaware
Netherland:
Mexico

Hungary

Chile
Costa Rice
Guatemal:
Honduras
Mexico
Germany

Austria

Germany

Ireland

Switzerland

Netherland:
Belgium
Spain
France
Poland

Italy

El Salvadol
Netherland:
Poland
Hong Kong
England

Poland

United State:
Netherland:
Mexico

Hungary
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. Donnelley Imprimerie Nationale S/

. Donnelley Kielce S.A. w likwidac

. Donnelley Latin America L.L.(

. Donnelley Limitec

. Donnelley Luxembourg SAR

. Donnelley Moore Editora e Grafica Lt

. Donnelley Netherlands B.'

. Donnelley O-Line Limited

. Donnelley Poland Sp. z ¢

. Donnelley Print & Media Services Limit
. Donnelley Printing (France) SAF

. Donnelley Printing Compat

. Donnelley Publishing India Private Limit
. Donnelley Receivables, Ir

. Donnelley Roman Financial Limit:

R.

Donnelley Starachowice Sp. z

R.R. Donnelley de Puerto Rico, Co
R.R. Donnelley Holdings B.\

R.R. Donnelley Inversiones Holanda Limite

R.R. Donnelley Nova Scotia Compa

R.R. DONNELLEY OPERACIONES, S. DE R.L.

DE C.V.

Roman Financial Press (Holdings) Limited

RR Donnelley Servicios, S.A. de C.
RR Donnelley (Hong Kong) Limite

RR Donnelley (Shanghai) Commerical Co., L

RR Donnelley Financial, Int

Corporatior
Corporatior

Limited Liability Company

Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior
Corporatior

Limited Liability Company

Corporatior

Limited Liability Company

Corporation

Corporatior
Corporatior
Corporatior

Corporatior

France
Poland
Delaware
United Kingdom
Luxembourg
Brazil
Netherland
England
Poland
England
France
Delaware
India
Nevada
Hong Kong
Poland
Puerto Ricc
Netherland:
Chile

Nova Scotie

Mexico

British Virgin Islands

Mexico
Hong Kong
China

Delaware

France
Poland
United State:
United Kingdom
Luxembourg
Brazil
Netherland
England
Poland
England
France
United State:
India

United State:
Hong Kong
Poland
United State:
Netherland:
Chile
Canade

Mexico

Virgin Islands
(British)

Mexico
Hong Kong
China
United State:



RR Donnelley Finland O

Limited Liability Company

RR Donnelley Global Business Process Outsourcidgrporation

Limited

RR Donnelley Global Business Processing

Outsourcing EURL

Corporation

RR Donnelley Global Document Solutions Group Corporation

Limited

RR Donnelley Holdings Venezuela, S
RR Donnelley India Outsource Private Limit
RR Donnelley Logistics Services Worldwide, i

RR Donnelley Philippines In

RR Donnelley SA¢
RRD BPO Holdings Limite«
RRD Dutch Holdco, Inc

RRD Financial International Holdings LL
RRD GDS Holdings (Europe) Limite

RRD GDS Limited

RRD Holdco LLC

RRD Holdings C.V

RRD MB Corporatior
RRD Netherlands LL(
RRD of South Bend, Inc
RRD PM Holdings Limitec
RRD SSC Europe BVB;
Satellite Press Limite

Shanghai Donnelley PreMedia Technology Co.,
Shanghai Donnelley Printing Co., Ltd.(Less than

50% owned

Shenzhen Donnelley Printing Co., L
Sierra Industrial S. de R.L. de C.

Corporatior

Corporatior

Corporatior

Corporatior

Corporatior

Corporatior

Corporatior

Limited Liability Company
Corporatior

Corporatior

Limited Liability Company
Limited Partnershi
Corporatior

Limited Liability Company
Corporatior

Corporatior

Limited Liability Company
Corporatior

Corporatior

Limited Liability Company

Corporatior

Corporatior

Finland
England

France
United Kingdom

Venezuele
Chennal
Delaware
Philippines
France
England
Delaware
Delaware
England
United Kingdom
Delaware
Netherland:
Delaware
Delaware
Delaware
England
Belgium
England
Shangha
China

China

Mexico

Finland
England

France
United Kingdom

Venezuele
India

United State:
Philippines
France
England
United State:
United State:
England
United Kingdom
United State:
Netherland
United State:
United State:
United State:
England
Belgium
England
China

China

China

Mexico



South China Printing (Holdings) Lt
South China Printing Company Limit
Valiant Packaging (Holdings) Limite
Von Hoffmann Corporatio

Von Hoffmann Holdings Inc

Corporation
Corporation
Corporation
Corporation

Corporation

Cayman Island
Hong Kong

British Virgin Islands
Delaware

Delaware

Cayman Island
Hong Kong

Virgin Islands (British
United State:

United State:



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
2011, 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, 2010.

/s/ DELOITTE & TOUCHE LLP

Chicago, lllinois
February 22, 2011



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, 2010 and any ararehdments 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, 2011.

/sl Lee. A. Chade /s/ John C. Pop

Lee A. Chadel John C. Pop

/s/ Judith H. Hamiltot /s/ Michael T. Riordal
Judith H. Hamiltor Michael T. Riordar
/sl Susan M. lve' /sl Oliver R. Sockwel
Susan M. lvey Oliver R. Sockwel

/sl Thomas S. Johnsi /sl Stephen W. Wo

Thomas S. Johnsc Stephen W. Wol



EXHIBIT 31.1

Certification Pursuant to Rule 13a-14(a) and Rule 8d-14(a)
of the Securities Exchange Act of 1934

I, Thomas J. Quinlan, Ill, certify that:

1.
2.

| have reviewed this annual report on Forr-K of R.R. Donnelley & Sons Compar

Based on my knowledge, this report does 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 22, 2011

/s/ THomAsJ. QUINLAN , I

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 22, 2011

/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, 2010 as filed with the SecuritiesExchange 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 22, 2011 /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, 2010 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 22, 2011 /s/ MiLEsW. M cH uGH

Miles W. McHugh
Executive Vice President and Chief Financial Office




