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AMERICAN REPROGRAPHICS COMPANY
2010 ANNUAL REPORT ON FORM 10-K

In this Annual Report on Form 10-K, “American Regraphics Company,” “ARC,” “the Company,” “we,” “tisand “our” refer to
American Reprographics Company, a Delaware corjporadnd its consolidated subsidiaries, unlesstimtext otherwise dictates.

FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forwardlimg statements within the meaning of Section ®7fe Securities Act of
1933, as amended, and Section 21E of the Secuitigisange Act of 1934, as amended. When usedsritimual Report on Form
10-K, the words “believe,” “expect,” “anticipateiéstimate,” “intend,” “plan,” “targets,” “likely,™will,” “would,” “could,” and
variations of such words and similar expressionthag relate to our management or to the Compamynéended to identify forward-
looking statements. These forward-looking statesiamtolve risks and uncertainties that could cactgal results to differ

materially from those contemplated herein. We hia&rribed in Part |, Item 1A-“Risk Factors” a numbg&factors that could cause
our actual results to differ from our projectionsestimates. These factors and other risk factessribed in this report are not
necessarily all of the important factors that cozddse actual results to differ materially fromst@xpressed in any of our forward-
looking statements. Other unknown or unpredictédodéors also could harm our results. Consequethtére can be no assurance that
the actual results or developments anticipatedsowili be realized or, even if substantially reatiz that they will have the expected
consequences to, or effects on, us. Given thesertantties, you are cautioned not to place undlgnee on such forward-looking
statements.

Except where otherwise indicated, the statementterirathis Annual Report on Form 10-K are madefabedate we filed this
report with the Securities and Exchange Commisarmhshould not be relied upon as of any subseglatet All future written and
verbal forward-looking statements attributable $couany person acting on our behalf are expregsified in their entirety by the
cautionary statements contained or referred thigigection. We undertake no obligation, and sppadi§ disclaim any obligation, to
publicly update or revise any forward-looking staémnts, whether as a result of new information,rievents or otherwise. You
should, however, consult further disclosures weeriaKuture filings of our Annual Reports on For@-K, Quarterly Reports on
Form 10-Q, and Current Reports on Form 8-K, andaangndments thereto, as well as our proxy statement

TRADEMARKS AND TRADE NAMES

We own or have rights to a number of trademarkwjs®marks, and trade names that we use in cotijumwith the operation of ol
business, including the name and design mark “AR@Acan Reprographics Compa®y’ “Planwell ® ,” “PlanWell PDS®,”
“PlanWell EnterpriséM,” and various design marks associated therewitaddition, we own or have rights to various tradem,
service marks, and trade names that we use reljionaonjunction with the operation of our segnserithis report also includes
trademarks, service marks and trade names of otimepanies.




Table of Contents

PART I
Iltem 1. Business
Our Company

We are the largest reprographics company in théedrStates with a network that consists of mora 226 production facilities in
the U.S., significant operations in Canada, antbaing presence in the United Kingdom, India andn@hOur primary business is
providing highly-specialized document managementises, document distribution and logistics, anidpon-demand services to t
architectural, engineering and construction indusir AEC industry. As a part of these services figguently place equipment in
our customers’ offices and sell our services orrayse basis on-site, a practice commonly refaoexd facilities management, or
“FM” services. We also sell reprographics equipnaamd supplies to complement our service offeriBgsed on our extensive
footprint and technologgnabled services, we are uniquely positioned toagenstore, distribute and print documents thatatieal
to the AEC industry, including large-format constian drawings, small-format specification docunseaind color architectural
renderings.

Construction documents are frequently reproducesthart runs and fast turnaround times, and arestlale/ays technical, complex,
constantly changing and confidential. We believehokl the leading market share position in 30 eflfielsen Grou top 50 majo
metropolitan markets, and operate in eight timemasy cities and with eight times the number ofiserfacilities as our next large
competitor. We also provide services on-site inrapimately 5,800 of our customers’ offices. We beé our national footprint
provides a significant competitive advantage agéjpeographics industry is largely comprised of knhacal operators. We are the
only single-source supplier of national reprograplservices for regional, national and global AE®$.

We also leverage our core competencies to addradeetropportunities outside of the constructiorustdy. We provide document
management and printing services to the retaisgerce, technology, entertainment, and healthodrestries, among others. A
significant portion of our non-AEC revenues aredsd from supplying digital color printing servicescustomers with short-run,
high-turnover promotional, advertising and markgtieeds. We began to market these services in 2@d€r a separate and
dedicated brand known as Riot Creative Imaging.

We believe our long-standing customer relationshdpsnain expertise, document management capadiéitie logistics services
make us critical to the $788 billion AEC industGonstruction drawings and specifications are tlimany means of communication
in the AEC industry and link architects, enginesmd construction professionals with more than 20@ing trades throughout the
life of a construction project. These drawingsasaally larger than 11” x 17fequire specialized printing and finishing equipie
produce, and an intimate understanding of industisk flows. Changes in construction projects amewnicated through
distribution of new or updated drawings or speaiifiens, which means that a document may be chasgatifo a reprographer,
printed and redistributed to project team members numerous tidoemg the course of a building project. An initsgt of 300 desic
documents can easily expand to 1,000 documento,rand the number of reproductions can numbertive tens of thousands.
Our ability to manage this massive flow of changamgl widely-distributed documents can significamfuence the efficiency and
productivity of our customers’ projects.

We complement our market-leading reprographic ses/with the latest document management technaodyproprietary software
to strengthen our customer relationships and isereastomer retention. In June 2000 we launcheflagship, cloud-based
planroom application, PlanWell Enterprise. Sincentlwve have introduced 10 other process improveswdtware applications that
address online order management, print cost regpb& management, print automation, consolidatirdinistrative access, and
digital document distribution.

While we began operations in California and cutyedérive approximately 32% of our net sales fropemtions in that state, our
company has grown and our market share has inc¢asmigh more than 140 acquisitions of local rgpaphics and related
companies that, in most cases, have more than&s gé operating history at the time of acquisitiGuir preferred practice is to
maintain the senior management of companies weirgcqu

Historically, our operating segments have functibnader local brand names. Each brand name typiegresents a business or
group of businesses that has been acquired by tise Ipast, industry conventions led us to mairdaguired brands wherever
practical due to the local nature of constructiotivity. Over the past several years, however, narge construction companies
have grown through mergers and acquisitions, ergatimarket in which we believe that regional diamal service providers have a
greater marketing advantage. As a result, we hagarbconsolidating our operations under a singdadyrARC, to highlight the
scope and scale of our services, especially witheet to customers that have a national presence.

We identify operating segments based on the vabasmess activities that earn revenue and incoerse, whose operating results
are reviewed by the chief operating decision maRased on the fact that operating segments havasimoducts and services,
classes of customers, production processes andmdocharacteristics, we are deemed to operatesamgjke reportable segment. ¢
Note 2“Summary of Significant Accounting Policies” forrfber information.
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Our main office is located at 1981 North Broadw@ayite 385, Walnut Creek, California 94596, andtelephone number at that
location is (925) 949-5100.

Available Information

We file annual, quarterly and current reports, gretatements, and other information with the S¢iesrand Exchange Commission
(the “SEC”). You may read and copy any documenfileevith the SEC at the SEC'’s public referencemoat 100 F Street, N.E,
Washington, DC 20549. Please call the SEC at 15#00-0330 for information on the public referencemo The SEC maintains an
internet site that contains annual, quarterly amdent reports, proxy statements and other infolomahat issuers file electronically
with the SEC. The SEC'’s internet siten/w.sec.gov.

Our internet address veww.e-arc.com You can access our Investor Relations webpageidivrour websitayww.earc.com, by
clicking on the “Investor Relations” link at theptof the page. We make available free of chargeutfh our Investor Relations
webpage, our proxy statements, Annual Reports om AO-K, Quarterly Reports on Form 10-Q, Currenp®&tés on Form 8-K, and
any amendments to those reports filed or furnigheduant to the Securities Exchange Act of 1934nasnded (the “Exchange
Act”), as soon as reasonably practicable after soaterial is electronically filed with, or furnisth¢o, the SEC. We also make
available, through our Investor Relations webpatgements of beneficial ownership of our equigusigies filed by our directors,
officers, 10% or greater stockholders and othedeufection 16 of the Exchange Act. The refereaaait website does not
constitute incorporation by reference of the infatimn contained in the website and should not msidered part of this document.
You can request a printed copy of these documertdiding exhibits, at no cost, by contacting owelstor Relations department by
telephone at 925-949-5100 or in writing to 1981 tRddroadway, Suite 385, Walnut Creek, Californi®9d, Attention: David
Stickney, Vice President of Corporate Communicaion

Corporate Background and Reorganization

In February 2005, we reorganized from American Bgm@phics Holdings, L.L.C., a California limitedltility company
(“Holdings”), into American Reprographics Comparaypelaware corporation. We conduct our operatibraugh our whollyewned
operating subsidiary, American Reprographics Compla..C., a California limited liability companygnd its subsidiaries.

Acquisitions

We have pursued acquisitions to expand and compieaw existing service offerings and to incredsertumber of markets where
we believe we could become a market leader. Sif6&,.we have acquired more than 140 companiestég@ant acquisitions inclus
one Chinese reprographics company for a purchase @i $0.6 million in 2010, two domestic reprognags companies and one
Chinese reprographics company for an aggregatédasecprice of $2.9 million in 2009, and 13 domesjrographics companies
acquired in 2008 for an aggregate purchase pri&8b0 million.

On August 1, 2008, we commenced operations of UDd8ument Solutions Co., Ltd. (“UDS”), our businessiture with
Unisplendour Corporation Limited (“Unisplendour” tNIS”). The purpose of UDS is to pair the digitthcument management
solutions of our Company with the brand recognitioid Chinese distribution channel of Unisplendouéliver digital
reprographics services to China’s growing consioadndustry. Under the terms of the agreement,Gampany and Unisplendour
have an economic ownership interest of 65 peraah3s percent, respectively.

While our interest in acquisitions remains high, lveee largely refrained from purchasing reprogrepleompanies during the
downturn in the construction industry. Our curreréntion is to resume our acquisition program wheonomic improvement in our
industry is evident and business valuations haagilsted.

Industry Overview

According to the International Reprographics Asation, or IRgA, the reprographics industry in theitdd States is approximately
$4.5 billion in size, with approximately 3,000 fiswith average annual sales of approximately $illiomand 20 to 25 employees.
It is important to note that these statistics haotbeen revised in recent years and it is oueb#iat the industry may be
significantly smaller due to the effects of theamtrecession and downturn in the constructionstrguReprographics companies
often family-owned, and locate their businessgzraximity to customer locations. All reprograph@sus on their ability to
turnaround jobs quickly and develop local relatlips. Reprographics services are purchased byyneagty trade in the
construction industry and are most often passedithir to project developers for reimbursement.

Demand for reprographics services in the AEC magkelosely tied to the level of activity in thersruction industry, which in turn
is driven by macroeconomic trends such as GDP ¢rawterest rates, job creation, and office vacamatgs. Reprographics revenues
are closely correlated to the private, non-residénectors of the construction industry, which aften the largest users of
reprographics services. According to FMI Corpomatior FMI, a consulting firm to the constructiomustry, the value of
construction “put in place” in the United States 2010 was estimated at $840 billion, with expamndis divided between residential
construction at 29.9% and commercial and publieyar-residential, construction at 70.1%.
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Reprographers also offer services in their custehwtdfices where reprographics equipment, and sionest staff, are provided on-
site under a FM agreement. FMs allow customerséoreprographics equipment and services in thégesfwithout the burden of
equipment ownership, maintenance or supplies. Thgte use of our equipment and services is invojastas if those services wi
produced in our centralized production facilitiedich allows the customer to submit such invoicegsréimbursement to their clier
Like most reprographics services, reimbursemetitdgprimary means of cost recovery for FM servi€®wth in this offering has
been robust, and is now expanding into managed geiwvices, or MPS, which is the outsourced manageéwf a customer’s entire
print network, including office printers, multi-fation devices, and office copiers. Photizo Groulgaaling international consulting
and research firm for the managed print servicekebaprojects growth in the market to double frapproximately $12 billion in tt
U.S. in 2009, to nearly $25 billion in 2013.

Digital color printing has been a critical partreprographics services since the introduction ohguroduction equipment in the
1990s. As the use of color has become more poputapst printing applications, non-AEC customergamticular are increasingly
using large and small-format color imaging for ¢hran production of point-of-purchase displays,i@igpublishing, presentation
materials, educational materials and marketing rizd$e InfoTrends, a leading independent researghrozation estimates that the
overall market for digital color printing servicesthe U.S., which includes the segments we fingtnecompelling, will reach $113
billion in 2010.

Our Competitive Strengths
We believe that our competitive strengths includdefollowing:

. Leading Market Position in a Specialized MarlWe are the largest reprographics company in the, Wig operations in
eight times as many cities and with eight timesrthmber of service facilities as our next largeshpetitor in this
fragmented and highly specialized market. We beliwe are market share leaders in most of the magdropolitan areas
we serve, and we believe our market share hasasedeas many small undercapitalized reprograplaees ¢closed as the
economic downturn continues. Our size and natifowprint provide us with significant economiessohle, making us
one of the lowest cost operators in the reprogepinidustry. Furthermore, our leading positionatstered by a highly-
diverse customer base in which no single custormesuanted for more than 2.7% of our net sales ir02

. Extensive National Footprint with Regional ExpegtWe are the only reprographics company with a nétwloat consist
of more than 225 production facilities in the U Sgnificant operations in Canada, and a growirggence in the United
Kingdom, India and China. To enhance our globas@nee, we also have partnerships with independpnvgraphers in
more than 50 countries around the world. Our serganters are digitally connected as a cohesiweankt allowing us to
provide our services locally, nationally, and glibpto more than 120,000 customers. Our footpriaba@nables us to sel
the local offices of our national and regional ons¢rs under a single contract through our Globali6es (formerly
Premier Accounts) prograr

. Leader in Technology and InnovaticTo maintain our leadership position amid growingattbn of technology by our
customers we have invested approximately $100aniliince 2000 in developing and maintaining ounnetogy
infrastructure and software applications. Our tetbgy investments have helped us automate workftirive production
costs down, increase efficiency and reduce ermredr customers and ourselves. We believe ountdolyy products are
well-positioned to become standards for documemtagement and distribution in the AEC industry. WRlanWell, our
cloud-based planroom application, we managed niiane 30 terabytes of customer data and uploadedxippately
400,000 original documents to the system each maunting 2010. We have developed and use other igtapy
technology that supports online order managemeint, gost recovery, bid management, digital docunaistribution, anc
cloud printing and project collaboration. A dedadstaff of 44 engineers and technical specialigth, expertise in
reprographics, internet-based applications, databasiagement, and internet security, provide us withnology
development and support capabilities unrivaleduniodustry.

. Flexible Operating Model and Strong Cash FloOur business model has several characteristicpthdtice consistent
cash flows under a variety of industry and econaoieditions including (i) high gross margins ralatto other
reprographers, (ii) variable costs that compris¥ %6 our total cost structure, as estimated in 28id (iii) the ability to
leverage our economies of scale to closely manag@wentory, receivables and capital expendituvés.generate strong
margins due to our lower cost structure and -margin valu-added service:

. Experienced Management Team and Highly Trained Y& Members of our executive and divisional senior
management teams have an average of more tharaB9gfandustry experience. To maintain contineitypperations and
local relationships, it is our preferred practioaraintain the senior management of the compangeaoguire. We
regularly offer training on every aspect of ouribass using a variety of online and in-person venaenducting up to ten
webinars or training seminars a week. We also elgtidgevelop our managerial “bench” through an dételership and
mentoring program conducted by our senior execgia#, as well as respected tl-party business consultan
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Our Business Strategy

We intend to strengthen our competitive positiothaspreferred provider of reprographics servicesach market we serve. We s
to leverage our assets, facilities and core comjpéds to drive increasing revenue, cash flow awditpbility in existing, adjacent
and new markets. Our key strategies to accomgiisset objectives include:

Global Services (formerly “Premier Accountsi)e created Global Services in 2004 to take advanségrowing
globalization and business consolidation within AteC market. We plan to further enhance our maskere and service
portfolio on a national level by continuing to afthe services of all of ARC operating locationdai@e regional and
national customers. We utilize our dedicated Gl@mlices sales team to establish ourselves aitarpeise level as the
only national reprographics services and technofgyider with extensive geographic and serviceabdjties.

Facilities Management/Managed Print Servi. We intend to capitalize on the continued trendwfcustomers to
outsource their document management services. 8iedate 1990s, we have placed reprographics ergripand
sometimes staff in our customers’ offices to eliaéthe burden of equipment ownership, maintenandehe
procurement of supplies. Customers are billed #eeiervices were outsourced, making reimbursethergrimary mear
of cost recovery for FM services, and renewalsstarh contracts are typically high. Commissionedistion the use of
facilities management service strongly suggestttteEM customer is more likely to be retained dirae, and use a
greater amount and number of related reprograpieicgces than a conventional reprographics custofseof

December 31, 2010, we had approximately 5,800ifi@siimanagement contracts, which represented 26f4%r revenue
in 2010. Managed print services, or MPS, is anresiten of our FM business in which we address thepegent and cost
recovery requirements of an entire enterprise prétdvork, including reprographics services. By assg the operation of
substantially all of our customers’ print operatipwe can offer them a mix of on-site and off-siéevices to provide more
cost-effective operations, better asset managerapdtgreater flexibility in production capacity. Wéhthis initiative is
attractive to clients of any size, it has provethéceffective in attracting new business from eugér Global Services
customers

Strategic AcquisitionaNVe have pursued acquisitions of reprographics compdo expand and complement our existing
geographic footprint, especially in markets wheeshelieve we could become a market leader. Sin8&,13e have
acquired more than 140 companies, realizing sutigtaperating and purchasing synergies by leva@agur existing
corporate infrastructure, best practices and ectmof scale. While we have largely refrained frpunchases of U.S.
reprographics companies during the recent econdovimturn, we believe we can continue to grow owgitess by
acquiring small, privately-held companies that edocal markets once the construction market betgimecover. Outside
of the U.S., we will continue to look for opporttias in high-growth markets similar to our businesseture with
Unisplendour Corporation Limited in China, and aex operations in Indi

Generate Incremental Revenue From Technold@yr ability to design, develop and license bastlass software
applications, combined with our national distriloatifootprint, creates the opportunity to estabdigtndards for technolos
use in the reprographics industry. By adding vaédueonventional services with technology and chaggiur customers f
advances in productivity and efficiency, we seeleaerate incremental revenue growth in the fuflinese value-added
services include digital document distributione fibormat and document conversions, building infaromemodeling, scan-
to-file, and digital document archiving, some ofigthare based on licensing and subscription matielscreate recurring
revenue. Digital services revenue compromised &féwerall revenue in 201!

Riot Creative ImagincSince the 1990s, we have provided an extensivg afrarge- and small-format digital color
printing services to our AEC and non-AEC custontlersugh our reprographics service centers. Ovepéist 12 months,
we have consolidated a significant portion of atisting color production capacity into ten centzali production facilitie
under a new, dedicated color services brand cRlietiCreative Imaging. We support these centerk wiit existing color
sales, support, and production team that has legnmposed to address the special promotional, magkend advertising
needs of retail companies and others in the non-At&ket. In less than a year, Riot has attractgl-profile clients such
as Adobe, Ducati motorcycles, metropolitan andaegli sports stadiums, national restaurant chalohing retailers and
others. We intend to create smaller support cemighén our existing branch network throughout 2@a ¥acilitate
national production and distribution servic
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Our Services

Reprographics services typically encompass busiteebasiness services including document managerdentiment distribution
and logistics, and print-on-demand. We also devedopnology applications to support and enhancgetkervices that improve
control and efficiency in document workflows, andrease productivity.

Our services apply to time-sensitive and graphierisive documents and fall into four primary catéezm

. Document manageme. Document management involves storing, trackirgy@oviding authorized access to documents
we maintain on our customers behalf. This is largelcomplished through digital database manageasgdbcuments
enter our digital infrastructure and are maintainadur production workstations, servers and neksu

. Document distribution and logisti. Document distribution and logistics involves starring digital documents
throughout our local and wide-area computer neta,caikd over the internet, as well as the pickulively and shipping
of hardcopy documents to and from locations arahedvorld.

. Print-on-demand Print-on-demand involves quick-turnaround digigahting in black and white and color, and in alevi
variety of sizes and forma

. Facilities managemer. On-site services, frequently referred to as FAslany combination of the above services supplied
at a customer’s location. On-site services invahlaeing equipment and sometimes staff in our custshiocation to
provide convenience printing and other reprograpbarvices. Our FM service offering is evolvingrtolude the
management of entire print networks in our cust@’ offices, which we refer to as MP

We deliver these services through our specializetrtology, more than 550 sales and customer seswigdoyees, and more than
5,800 on-site services facilities at our customksations. All of our local service centers aramected by a digital infrastructure,
allowing us to deliver services, products, and gatumore than 120,000 U.S. customers who purchgeeds and services from us
in the past 24 months.

These broad categories of services are providedrtéd\EC customers, as well as to our non-AEC custsrthat have similar
document management and production requirementsABG customers work primarily with high volumeslafge-format
construction plans and small-format specificatioouments that are technical, complex, constanéygimg and frequently
confidential. Our non-AEC customers generally reggervices that apply to black and white and cetoall format documents,
promotional documents of all sizes, and the digltsdribution of document files to multiple locat®for a variety of print-oteman
needs, including short-run digital publishing.

In order to increase our industry influence andlglsh industry standards for best business arthtdogy practices throughout the
reprographics industry, we also:

. License our suite of reprographics technologypots, including our flagship online planroom, PAll, to independent
reprographers

. Operate Profit and Education in Reprographic&{RP) Group, a trade organization wholly-owned ks through which
we charge membership fees and provide purchasiolgnology, and educational benefits to other reamiters. PEIR
members are required to license PlanWell and maghpgse equipment and supplies at a lower costtiiggncould obtain
independently. We also distribute our educatiomagjpams to PEIR members to help establish and pieb®st practices
within the reprographics industr

Customers

Our business is not dependent on any single custonmarticular customers, the loss of any one oref whom would have a
material adverse effect on our business. Our custerre both local and national companies, witeingle customer accounting for
more than 2.7% of our net sales in 2010.

We have a geographic concentration risk as sal€glifornia, as a percentage of total sales, wppeaimately 32%, 33% and 36%
for the years ended December 31, 2010, 2009 angi, 286pectively.

Operations

Geographic Presenc®Ve operate 239 reprographics service centers,dimgiL225 reprographics service centers in 198<citiet2
states throughout the United States and in theiftisf Columbia, seven reprographics service asnteCanada, and one in the
United Kingdom. We also have a business ventufghima with four locations, and two startup locasiom India. Our reprographics
service centers are located in close proximith#rhajority of our customers and offer pick-up detlvery services within a 15 to
30 mile radius. In our three prior fiscal yeardesautside the United States have been smallroutigg, amounting to

$37.1 million, $28.2 million and $24.2 million ftine years ending December 31, 2010, 2009, and 26§Bectively



Hub and Satellite ConfiguratiolWe organize our business into operating segmeatsytically consist of a cluster configuration of
at least one large service facility, or hub, angesal smaller facilities, or satellites, that argitélly connected as a cohesive network,
allowing us to provide all of our services bothdllg and nationwide. Our hub and satellite confagiom enables us to shorten our
customers’ document processing and distributiom tias well as achieve higher utilization of outpenices by coordinating the
distribution of work orders digitally among our giee centers.
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Management Systems and ContrWe operate with a largely centralized administeafunction, with business decisions being
heavily influenced by local and regional businggsrimation and business trends. Our common praiiteemaintain the
management team and sales force of acquired coegpemnorder to maintain strong local customer i@tahips. Our local
management maintains autonomy over the day-to-gayations of their business units, including pedfility, customer billing,
receivables collection, and service mix decisions.

Our senior management closely monitors and reveaes of our segments through daily reports thataiomperating and financial
information such as sales, inventory levels, pusgifgacommitments, collections, and receivablesddition, our operating segme
submit monthly reports to senior management tlaakteach segments’ financial and operating perfoo@an comparison to
historical performance.

Suppliers and Vendors

We purchase raw materials, consisting primarilpaper, toner, and other consumables. Our reprogsaphuipment, which includ
imaging and printing equipment, is either purchasel@ased for use in our service facilities ardlitees management sites. We
centralize the purchase of most goods and seraicék® corporate level in order to maximize thenecoies associated with our size,
while specialized goods and services are oftenhased locally to maintain the efficiencies and tseasitivity required to meet
specific customer demands. We continually monitarkat conditions and product developments to takemtage of our buying
power.

Our primary vendors of equipment, maintenance sesyiand reprographics supplies include Oce N.¥er#, and Xpedx, a divisic
of International Paper Company. We have long-standtlationships with all of our suppliers and vedide we receive favorable
prices as compared to our competition, due todhgel quantities we purchase and strong relatioashiii our vendors. Significant
market fluctuations in our raw material costs haiatorically been limited to paper prices and weehtypically maintained strong

gross margins due, in part to our efforts to paseeased material costs through to our customers.

Sales and Marketing

Divisional Sales ForceWe market our products and services throughoutttiged States through localized sales forces and a
combination of national and local marketing in eaddrket we serve. We had approximately 550 salésastomer service
representatives as of December 31, 2010. Eachfsatesgenerally consists of a sales manager ataffof sales and customer
service representatives that target various custeggments. Sales teams serve both the centradmutce facility and satellite
facilities, or if market demographics require, @ieron behalf of a single service facility.

Global Services (formerly “Premier Accounts™o further enhance our market share and our alwdigervice national customers,
offer the services of all of ARC operating locasdp large regional and national customers thraughGlobal Services program. \
created Global Services to take advantage of gigpgiobalization within the AEC market, and to edfisfbourselves as the leading
national reprographer with extensive geographicserdice capabilities. This consolidated serviderafg allows us to attract large
AEC and non-AEC companies with document managerdésitibution and logistics, and print-on-demaneéaethat span wide
geographical or organizational boundaries. As afddeber 31, 2010, we maintained 44 Global Servicesumts.

PEIR Group We established the PEIR Group in July 2003, a meshiig-based organization for the reprographics strgu
Comprised of independent reprographers and regsbgmvendors, PEIR members are required to licBtea@Vell technology,
facilitating the promotion of our applications aslustry standards. We also provide general punshatscounts to PEIR members
through our preferred vendors. This provides otbBprographics companies the opportunity to purcegségpment and supplies at a
lower cost than they could obtain independentlyijevincreasing our influence and purchasing powigh wur vendors. Through
PEIR, we also present educational programs to menbesstablish and promote best practices witieninidustry. As of

December 31, 2010, the PEIR Group had 140 domastiénternational members.

Competition

According to the IRgA, most firms in the United ®reprographics services industry are smallapely-held entrepreneurial
businesses. The larger reprographers in the UBitas, besides ourselves, include Service Poif, dSubsidiary of Service Point
Solutions, S.A., Thomas Reprographics, Inc., AB@gding, LLC, and National Reprographics Inc. While mave no nationwide
competitors, we do compete at the local level wittumber of privately-held reprographics compardiemymercial printers, digital
imaging firms, and to a limited degree, retail cappps. Competition is primarily based on custosegevice, technological
leadership, product performance and price. See l#&m “Risk Factors — Competition in our industnycainnovation by our
competitors may hinder our ability to execute ousibess strategy and maintain our profitability.”
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Research and Development

We believe that to compete effectively we must aedslithe growing adoption of technology by our austies, and thus we conduct
research and development in order to enhance @tirexsoftware and web-based applications, as agetireate new proprietary
technology products. As of December 31, 2010, wpleyed 44 engineers and technical specialists @iftertise in software,
internet-based applications, database managemastét security and quality assurance. In totslearch and development
amounted to $4.7 million, $4.0 million and $5.1 it during the fiscal years ended December 31020009 and 2008,
respectively.

Proprietary Rights

Our success depends, in part, on our proprietdéoyriration and technology. We rely on a combinatibeopyright, trademark and
trade secret laws, license agreements, nondisel@d non-competition agreements, reseller agressparstomer contracts, and
technical measures to establish and protect ohtsrig our proprietary technology. Our PlanWelehse agreements grant our
customers a nonexclusive, nontransferable, limitathse to use our products and receive our sendnd contain terms and
conditions prohibiting the unauthorized reproductis transfer of our proprietary technologies. Win all title and rights of
ownership in our software products. In addition,emeer into agreements with some of our employésl-party consultants and
contractors that prohibit the disclosure or usewfconfidential information and require the aseignt to us of any new ideas,
developments, discoveries or inventions relatezltobusiness. We also require other third partesnter into nondisclosure
agreements that limit use of, access to, and biigtan of our proprietary information. We also rely a variety of technologies that
are licensed from third parties to perform key tioms.

We have registered our “American Reprographics Gompcombined name and design as a trademark héttunited States Patent
and Trademark Office (USPTO), and we have regidtédéanWell” and “PlanWell PDS” as trademarks witie USPTO and in
Canada, Australia and the European Union. We dowatany other registered trademarks or servickspar any patents, that are
material to our business.

For a discussion of the risks associated with ooapretary rights, see Item 1A — “Risk Factors —r@ailure to adequately protect
the proprietary aspects of our technology, inclgddanWell, may cause us to lose market share.”

Information Technology

We operate a technology center in Silicon Vallegupport our reprographics services and softwaveldpment. We also have a
facility in Kolkata, India which gives us a powerfind cost effective resource to support our reteand development. Our
technology centers also serve as design and deweltfacilities for our software applications, and Silicon Valley technology
center houses our North American database adnati@trteam and networking engineers.

From these technology centers, our technical &afble to remotely manage, control and troublestt@primary databases and
connectivity of each of our operating segmentssHiiows us to avoid the costs and expenses ofagtimgl costly database
administrators and network engineers in each ofeuvice facilities.

All of our reprographics service centers are cotetuia a high-performance, dedicated wide areaarkt with additional capacity
and connectivity through a virtual private netwtskhandle customer data transmissions and e-coneniantsactions. Our
technology centers use both commonly availablexso# and custom applications running in a clustemedputing environment and
employ industry-leading technologies for redundamackup, and security.

Employees

As of December 31, 2010, we had approximately 3gt@ployees, 16 of whom are covered by two colledtiargaining agreements.
The collective bargaining agreement with our subsyd Ridgway’s, LLC, covers six employees and¢b#ective bargaining
agreement with our subsidiary, BPI Repro, LLC, egswseven employees. We have not experienced astapkage during the past
five years and believe that our relationships witlh employees and collective bargaining units aedg

Executive Officers of the Registrant

The following sets forth certain information regaglall of our executive officers as of March 9,120

Name Age Position
Kumarakulasingam Suriyakum 57 Chairman, President and Chief Executive Off
Jonathan R. Math 60 Chief Financial Officer and Secrete

Rahul K. Roy 51 Chief Technology Office

Dilantha Wijesuriye 49 Chief Operating Office

Kumarakulasingam“Suri”) Suriyakumar has served as our President and Chief Executiviegdfince June 1, 2007, and he served
as the Company’s President and Chief Operating@ffrom 1991 until his appointment as Chief Exaeu©Officer. On July 24,
2008, Mr. Suriyakumar was appointed Chairman ofagird of Directors. Mr. Suriyakumar served as @visor of Holdings fron



March 1998 until his appointment as a director ofekican Reprographics Company in October 2004 Sdriyakumar joined Micr
Device, Inc. (our predecessor company) in 1989%étmme the Vice President of Micro Device, Incl990. Prior to joining the
Company, Mr. Suriyakumar was employed with AitkggeSce & Co. LTD, a highly diversified conglomerated one of the five
largest corporations in Sri Lanka. Mr. Suriyakunsaan active member of the International ReprogiapAssociation (IRgA).
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Jonathan R. Mathejoined American Reprographics Company as its Chilefincial Officer in December 2006. From 2001 t6&0
Mr. Mather was employed at NETGEAR, a manufactofexomputer networking products, as its Executivee\President and Chief
Financial Officer. Before NETGEAR, from July 1995March 2001, Mr. Mather worked at Applause Inapasumer products
company, where he served as President and Chieliixe Officer from 1998 to 2001, as Chief Finah€¥#ficer and Chief
Operating Officer from 1997 to 1998 and as Chiefaficial Officer from 1995 to 1997. From 1985 to 898Ir. Mather was
employed with Home Fashions Inc., a consumer prgdtampany, where he served as Chief Financiat@ffrom 1992 to 1995,
and as Vice President, Finance, of an operatinmeat Louverdrape, from 1988 to 1992. Prior to,thatspent more than two years
at the semiconductor division of Harris Corporatiatommunications equipment company, where heedeas the Finance Manager
of the offshore manufacturing division. He also keat in public accounting for four years with Coapé&rLybrand (now part of
PricewaterhouseCoopers LLP) and for two years @itist & Young. Mr. Mather has an M.B.A. from Cornghiversity. He is a
Certified Management Accountant (C.M.A.) and a &&llChartered Accountant (F.C.A.).

Rahul K. Royoined Holdings as its Chief Technology OfficerSeptember 2000. Prior to joining the Company, Miy Ras the
founder, President and Chief Executive Officer ofrbtPlus Technologies, Inc., which developed safvfor the reprographics
industry, from August 1993 until it was acquiredthg Company in 1999. Mr. Roy also served as tHef@perating Officer of
InPrint, a provider of printing, software, duplicat, packaging, assembly, and distribution serviodechnology companies, from
1993 until it was acquired by the Company in 1999.

Dilantha Wijesuriyewas appointed as the Company’s Chief Operatingc@fiffective March 4, 2011. Mr. Wijesuriya joinedrd
Graphics, a segment of the Company, in Januar@®f 1He subsequently became president of that segm2001, became a
Company regional operations head in 2004 and tkearbe the Senior Vice President—National Operaiin2908, which position
he retained until his appointment as the Chief @jirg Officer. Prior to his employment with the Goamy, Mr. Wijesuriya was a
divisional manager with Aitken Spence & Co. LTDhighly diversified conglomerate and one of the figest corporations in Sri
Lanka.

Item 1A. Risk Factors

Our business faces significant risks. The followiisds factors could adversely affect our result®pérations and financial condition
and the price of our common stock. We may encouigks in addition to those described below. Adutisil risks and uncertainties
not currently known to us or that we currently déemmaterial may also impair or adversely affect mgults of operations and
financial condition.

Adverse domestic and global economic conditions aistuption of financial markets could have a matal adverse impact on oL
business and results of operations.

During the past several years, domestic and intiemml financial markets have experienced extremmerugtion, including, among
other things, extreme volatility in stock priceslaeverely diminished liquidity and credit availidhi These developments and the
related severe domestic and international econdmimturn, have continued to adversely impact owirtass and financial conditis
in a number of ways, including effects beyond thihse were experienced in previous recessionsarifited States and foreign
economies. The current restrictions in financiatkets and the severe prolonged economic downtusnadeersely affect the ability
of our customers and suppliers to obtain finanéangperations and purchases and to perform tlhgigations under agreements
with us. These restrictions could result in a daseein, or cancellation of, existing business, @¢diatit new business, and could
negatively impact our ability to collect on our aaats receivable on a timely basis, if at all. Aliigh there have been recent signs of
certain areas of economic improvement, we are enabpredict the duration and severity of the aurezonomic downturn and
disruption in financial markets and their effectsaur business and results of operations. Thesg®aee more severe than the
effects of previous economic recessions and maypdmggregate, have a material adverse effectioresults of operations and
financial condition.
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The residential and non-residential architecturagngineering and construction (AEC) industry is ifné midst of a severe
downturn. A continuing decline in the residentialnal nonresidential AEC industry, could adversely affectrofuture revenue anc
profitability.

We believe that the residential and non-resideA&C markets together accounted for approximatéhs ©f our net sales for the
year ended December 31, 2010, of which we belieganbi-residential AEC industry accounted for approxirhag8% of our net
sales to the AEC market and the residential AEQs$tny accounted for approximately 7% of our neésab the AEC market. Our
historical operating results reflect the cyclicatlavariable nature of the AEC industry. Both thgidential and non-residential
portions of the AEC industry are in the midst afewere downturn. The effects of the recent econdmienturn in the United States
economy and weakness in global economic conditiave resulted in a downturn in the residential moikresidential portions of
the AEC industry. We believe that the AEC indugtenerally experiences downturns several months aft®wnturn in the general
economy and that there may be a similar delayerr¢icovery in the AEC industry following a recovémthe general economy. A
prolonged downturn in the AEC industry would dinsimidemand for our products and services, and wbeléfore negatively affect
our revenues and have a material adverse impamtiobusiness, operating results and financial ¢mrdiSince we derive a majority
of our revenues from reprographics products andces provided to the AEC industry, our operatiaguits are more sensitive to
this industry than other companies that serve rdiwersified markets.

Because a majority of our overall costs are fixathanges in economic activity, positive or negatiaéfect our results o
operations.

Because approximately 45% of our overall costs Vigeel for the year ended December 31, 2010, chaitgeconomic activity,
positive or negative, affect our results of openmagi As a consequence, our results of operati@nsudoject to volatility and could
deteriorate rapidly in a prolonged environment @tlthing revenues. Failure to maintain adequath oaserves and to effectively
manage our costs could adversely affect our ahidityffset our fixed costs and may have a matadakrse effect on our results of
operations and financial condition.

Impairment of goodwill may adversely impact futuresults of operations

We have intangible assets, including goodwill atiteoidentifiable acquired intangibles on our bakeheet due to prior
acquisitions. The initial identification and valigat of these intangible assets and the determimatidthe estimated useful lives at the
time of acquisition involve management judgment estimates. Based on our annual goodwill impaitrassessment, we recorded
a $38.3 million impairment during 2010.

The results of our impairment analysis are asgdréicular point in time. If our assumptions regagffuture forecasted revenue or
gross margins of our operating segments (or “réppunits”) are not achieved, we may be requirecktmrd additional goodwill
impairment charges in future periods, if any suchnge constitutes a triggering event prior to thartgr in which we perform our
annual goodwill impairment test.

Competition in our industry and innovation by ouroenpetitors may hinder our ability to execute our $iness strategy and
maintain our profitability.

The markets for our products and services are Yighinpetitive, with competition primarily at locahd regional levels. We comp:t
primarily based on the level and quality of custoservice, technological leadership, product penomce and price. Our future
success depends, in part, on our ability to coetioumprove our service offerings, and develop iatefjrate technological advanc
If we are unable to effectively develop and intégtachnological advances into our service offexiagd technology products in a
timely manner, our operating results may be adeeféected. Technological innovation by our exigtior future competitors could
put us at a competitive disadvantage. In particaar business could be adversely affected if &ryuo competitors develop or
acquire superior technology that competes direetily or offers greater functionality than our prigpary technology, including our
flagship product, PlanWell.

We also face the possibility that competition widintinue to increase, particularly if copy and pinig or business services compar
choose to expand into the reprographics serviakssiny. Many of these companies are substantiatlyek and have significantly
greater financial resources than us, which cowddels at a competitive disadvantage. In additi@could encounter competition
the future from large, well-capitalized companiestsas equipment dealers and system integratdrsahgroduce their own
technology and leverage their existing distributibiannels. We could also encounter competition fnom-traditional reprographics
service providers that offer reprographics servaea component of the other services that theyigedo the AEC industry, such as
vendors to our industry that provide services diyeto our customers, bypassing reprographers. Mditgese companies are
substantially larger and have significantly grediteaincial resources than us, which could placatwscompetitive disadvantage. A
such future competition could adversely affectlousiness and impair our future revenue and prafitab
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The reprographics industry has undergone signifidachanges in recent years and will continue to ex@l Our failure to
anticipate and adapt to future changes in the regraphics industry could harm our competitive positi and future revenue and
profitability.

The reprographics industry has undergone significhanges in recent years. The industry’s mainyctidn technology has
migrated from analog to digital. This has prompaetlimber of industry trends, including a rapidtsiofvard decentralized
production and lower labor utilization. As digitaltput devices become smaller, less expensivegrgasiise and interconnected, end
users of construction drawings are placing thes&ds within their offices and other locations. €ite reprographics equipment
allows a customer to print documents and reviewl lcapies without the delays or interruptions assed with sending documents
out for copying, and digital document services thate once considered the domain of experts, ssichuiselves, are becoming
easier to accomplish in common office settingsoA&s a direct result of advancements in digitzhnelogy, labor demands have
decreased. Instead of producing one print jobtame, reprographers now have the capability to peedmultiple sets of documents
with a single production employee. By linking outplevices through a single print server, a producéimployee simply directs
output to the device that is best suited for the fs a result of these trends, reprographers hadgo modify their operations to
decentralize printing and shift costs from laboteichnology.

We expect the reprographics industry to continuevimve. Our industry is expected to continue tdraoe digital technology, not
only in terms of production services, but alsoeimts of network technology, digital document steragd management, and
information distribution, all of which will requirenvestment in, and continued development of, tetdgical innovation. If we fail to
keep pace with current changes or fail to antieimatadapt to future changes in our industry, idiclg changes in digital document
services, our competitive position could be harmvaith would have a material adverse impact on oturé revenue and
profitability.

If we fail to continue to develop and introduce nesgrvices and technologies successfully, our coritiwetpositioning and oul
ability to grow our business could be harmed.

In order to remain competitive, we must continuadlyest in new technologies that will enable usieet the evolving demands of
our customers. We cannot guarantee that we wildoeessful in the introduction, marketing and aidopof any of our new
technology services and products, or that we velledop and introduce in a timely manner innovasigevices and products that
satisfy customer needs or achieve market accept@nuoeailure to develop new services and prodantsintroduce them
successfully could harm our competitive positiod anr ability to grow our business, and our reverared operating results could
suffer.

In addition, as reprographics technologies contiougevelop, one or more of our current servicenirifjs may become obsolete. In
particular, digital technologies may significantgduce the need for high-volume printing. Digiedhinology makes traditional
reprographics equipment smaller and cheaper, whimh cause certain AEC customers to discontinueoautsg their reprographic
needs. Any such developments could adversely afigchusiness and impair future revenue and piufity.

If we are unable to charge for our vali-added services to offset potential declines improlumes, our long term revenue could
decline.

Our customers value the ability to view and ordamtp over the internet and print to output devicetheir own offices and other
locations throughout the country and the world204.0, our reprographics services excluding digéaenues represented
approximately 58% of our total net sales, and auailifies management services represented 20.48Grabtal net sales. Both
categories of revenue are generally derived frathaaige per square foot of printed material. Futecanological advances may
further facilitate and improve our customers’ apito print in their own offices or at a job sitks technology continues to improve,
this trend toward printing on an “as needed” baeidd result in decreasing printing volumes andidexgy revenues in the longer
term. Failure to offset these potential declineprinting volumes by changing how we charge for senvices and developing
additional revenue sources could significantly etffaur business and reduce our long term revergalting in an adverse effect on
our results of operations and financial condition.

We derive a significant percentage of net salesirwithin the State of California and our businessuld be disproportionately
harmed by an economic downturn or natural disastgfecting California.

We derived approximately 32% of our net sales ib®fdom our operations in California. As a resulé are dependent to a large
extent upon the AEC industry in California and,@déngly, are sensitive to economic factors affegtCalifornia, including general
and local economic conditions, macroeconomic treadd natural disasters (including earthquakesnalufires). In recent years, tt
real estate development projects (both resideatidinon-residential) in California have signifidgriteclined which, in turn, has
resulted in a decline in sales from within the foaliia-based AEC industry. Any adverse developmaffesting California could
have a disproportionately negative effect on osults of operations and financial condition.

Our growth strategy depends, in part, on our ahjliib successfully complete and manage our acquisisi and branch openings.
Failure to do so could impede our future growth aradiversely affect our competitive position.

As part of our growth strategy, we intend to prutiepursue strategic acquisitions within the repeqnics industry. Since 1997, we
have acquired more than 140 businesses, most chw¥ere long established in the communities in Whiey conduct the



business. Our efforts to execute our acquisiticaiegy may be affected by our ability to continoédentify, negotiate, close
acquisitions and effectively integrate acquiredihesses. In addition, any governmental review westigation of our proposed
acquisitions, such as by the Federal Trade Comamsgiay impede, limit or prevent us from proceediriil an acquisition.
Acquisition activities have not been a significpatt of our growth strategy in fiscal years 2018 2609 due to potential risks
inherent in an economy recovering from a recergssion. As the economy improves, we currently edqueesume acquisition
activity as a substantial component of our grovitategy. There can be no assurance, however, tigefuture acquisition activity,
and any resulting growth, will equal or exceed plawels of acquisition activity and growth.
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Acquisitions involve a number of unique risks. EBaample, there may be difficulties integrating aceplipersonnel and distinct
business cultures. Additional financing may be seagy and, if used, would increase our debt |aielte our outstanding equity, or
both. Acquisitions may divert management’s time andother resources from existing operationss fiassible that there could be a
negative effect on our financial statements fromithpairment related to goodwill and other intahgghbacquired through
implementation of our acquisition strategy. We reagerience the loss of key employees or custonfexsquired companies. In
addition, risks may include high transaction caestd expenses of integrating acquired companieseh®s exposure to unforeseen
liabilities of acquired companies and failure of #icquired business to achieve expected resukseliisks could hinder our future
growth and adversely affect our competitive positimd operating results.

In addition to acquisitions, part of our growthaségy is to expand our geographic coverage by ageadditional satellite branches
in regions near our established operations to captew customers and greater market share. Althaggbelieve that the capital
investment for a new branch is generally modestptlanches that we open in the future may not attéhy produce returns that
justify our investment

If we are unable to successfully monitor and managgerations of our subsidiaries and segments, ousiness and profitability
could suffer.

Since 1997, we have acquired more than 140 busisessl, in most cases, have delegated the respityn§ilo marketing, pricing,
and selling practices with the local and operatiomanagers of those businesses. During the pasyéars we have begun to
centralize many of these functions, but if we doqu@cessfully manage our subsidiaries and segmedes this decentralized
operating structure, we risk having disparate tesldst market opportunities, lack of economicesgies, and a loss of vision and
planning, all of which could harm our business prafitability. In addition, there is a risk thatetltompany-wide rebranding
initiative that we commenced following the end ted third quarter of fiscal year 2010 could havesgative effect on our revenues
and results of operations and financial condition.

We depend on certain key vendors for reprograplecglipment, maintenance services and supplies, mgkis vulnerable to
supply shortages and price fluctuation

We purchase reprographics equipment and maintersameiees, as well as paper, toner and other sgpgtiom a limited number of
vendors. Our three largest vendors in 2010 wereND¥e Azerty, and Xpedx, a division of InternatarPaper Company. Adverse
developments concerning key vendors or our relaligps with them could force us to seek alternatecss for our reprographics
equipment, maintenance services and supplies,murtthase such items on unfavorable terms. Anrgitie source of supply of
reprographics equipment, maintenance servicesugpiss may not be readily available. A delay inquring reprographics
equipment, maintenance services or supplies, araaase in the cost to purchase these items dimitcbur ability to provide
services to our customers on a timely and costtke basis and could harm our results of operataomd financial condition.

Ouir failure to adequately protect the proprietargpects of our technology, including PlanWell, maguse us to lose market shai

Our success depends on our ability to protect aeskepve the proprietary aspects of our technolpgiekiding PlanWell. We rely on
a combination of copyright, trademark and tradeetgarotection, confidentiality agreements, liceageeements, non-competition
agreements, reseller agreements, customer contaactsechnical measures to establish and proteaights in our proprietary
technologies. Our license agreements contain tarmdsconditions prohibiting the unauthorized reputitun or transfer of our
products. These protections, however, may not beute to remedy harm we suffer due to misappribgmiaf our proprietary right
by third parties. In addition, United States law\pdes only limited protection of proprietary righand the laws of some foreign
countries may offer less protection than the lafwh® United States. Third parties may unlawfulbpg aspects of our technology
products, unlawfully distribute them, impermissilbverse engineer them or otherwise obtain andnfisenation that we regard as
proprietary. If competitors are able to develophstechnologies and we cannot successfully enfauceights against them, they may
be able to market and sell or license productsdbatpete with ours, and this competition could askely affect our results of
operations and financial condition. Furthermore,may, from time to time, be subject to intellectpedperty litigation which can be
expensive, a burden on management’s time and omp@oy’s resources, and the outcome of any sugatitin may be uncertain.

Damage or disruption to our facilities, our technmdjy center, our vendors or a majority of our custers could impair our ability
to effectively provide our services and may havagnificant impact on our revenues, expenses anthficial condition.

We currently store most of our customer data atecinology center located in Silicon Valley neaown earthquake fault zones.
Damage to or destruction of this technology ceatex disruption of our data storage processestmegdfom sustained process
abnormalities, human error, acts of terrorism,esiale, war or a natural disaster, such as firehgaake or flood, could have a
material adverse effect on the markets in whicloperate and on our business operations. We stdrenaimtain critical customer
data on computer servers at our technology cem&tior customers access remotely through theniet@nd/or directly through
telecommunications lines. If our back-up power gatwes fail during any power outage, if our telecoamications lines are severed
or internet access is impaired for any reasonyemote access customers would be unable to adegsstitical data, causing an
interruption in their operations. In such event; mmote access customers and their customers sealdto hold us responsible for
any losses that they may incur in this regard. Vég adso potentially lose these customers and quutagion could be harmed. In
addition, such damage or destruction, particuldndyt directly impacting our technology center or wvendors or customers, could
have an impact on our sales, supply chain, proodli@apability, costs, and our ability to providevéees to our customer
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Although we currently maintain general property dgeinsurance, if we incur losses from uninsureshtsy we could incur
significant expenses which would adversely affestresults of operations and financial condition.

If we lose key personnel or qualified technical fteour ability to manage the de-to-day aspects of our business will be adversely
affected.

We believe that our ability to attract and retairalified personnel is critical to our success. & lwse key personnel and/or are un
to recruit qualified personnel, our ability to mgeahe day-to-day aspects of our business willdvesely affected. Our operations
and prospects depend in large part on the perfarenahour senior management team and the manafyeus principal operating
segments. Outside of the implementation of suceegdians and executive transitions done in the aboourse of business, the loss
of the services of one or more members of our sgnamagement team, in particular, the sudden Ibgecservices of

Mr. Suriyakumar, our Chairman, President and Chiefcutive Officer, would disrupt our business amgéde our ability to execute
our business strategy. Because the other memberg efkecutive and divisional management team bavaverage more than

20 years of experience within the reprographicsi$t, it would be difficult to replace them.

Downgrades in our credit rating may adversely affewr business, financial condition and results operations.

From time to time, independent credit rating agescate our credit worthiness. Credit market detation and its actual or
perceived effects on our business, financial camdind results of operation, along with deterioratn general economic
conditions, may increase the likelihood that méjolependent credit agencies will downgrade ouritrating. Any downgrade in
our credit rating could increase our cost of boimngywhich would adversely affect our financial ddion and results of operations,
perhaps materially. Any downgrade in our credingmay also cause a decline in the market pricuofcommon stock.

Valuation allowances recorded against our deferreck assets may adversely impact our future resoft@perations.

We have deferred tax assets of $156 million andrded tax liabilities of $111 million, which amousrib net deferred tax assets of
$45 million on our balance sheet. Deferred taxtass® future income tax benefits we expect tdzeal he realization of deferred
tax assets requires an assessment of historiealdial performance in conjunction with various faasts and assumptions of future
financial performance including future flows of &dote income. Actual results of these forecastspaopctions may differ
significantly whether positive or negative. Sigoé#ht negative results may require a valuation allwee for the amount of deferred
tax assets considered not to be realized in thedut

Results of tax examinations may adversely impact future results of operations

We are subject to various tax examinations on @oiolg basis. Adverse results of tax examinatiomsnifioome, payroll, value adde
sales-based and other taxes may require futureialatex payments if we are unable to sustain @sitpn with the relevant
jurisdiction. Where appropriate, we have made adsrior these matters which are reflected in oungdtidated Balance Sheets ¢
Statements of Operations.

Our debt instruments impose operating and financraistrictions on us and, in the event of a defaultpuld have a material
adverse impact on our business and results of opierss.

The 2010 Credit Agreement and the Notes, imposeatipg and other restrictions on us and many ofsoinsidiaries.

The Indenture contains covenants that limit, amathgr things, our company’s and certain of our &liddges’ ability to incur
additional debt and issue preferred stock, makiicerestricted payments, consummate specified aates, enter into certain
transactions with affiliates, create liens, declarpay any dividend or make any other distribigianake certain investments, and
merge or consolidate with another person.

The 2010 Credit Agreement contains covenants wisichject to certain exceptions as set forth ir20#0 Credit Agreement, restrict
our ability to incur additional debt, grant liensguaranty other indebtedness, pay dividends, redsteck, pay or redeem
subordinated indebtedness, make investments diategpenditures, dispose or acquire assets, displosquity interests in
subsidiaries, enter into any merger, sale of assetssolidation or liquidation transaction, or eggén transactions with stockholders
and affiliates.

The 2010 Credit Agreement contains financial comémahich, among other things, requires us to rRoted a specified maximum

consolidated leverage ratio, not exceed a spedifiakimum consolidated senior secured leverage aationot go below a specified
minimum consolidated interest coverage ratio.
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A breach of any of these covenants could resudtdiefault under our debt instruments. If any susflawlt occurs, our creditors under
the agreements may elect to declare all outstarisbngwings, together with accrued interest an@otbes, to be immediately due
and payable. The creditor under the 2010 Crediegrent also has the right in these circumstancestonate any commitments to
provide further borrowings.

Item 1B. Unresolved Staff Commen
None.
Item 2.  Properties

At the end of 2010, we operated 239 reprograptdEngce centers, of which 225 were in the Unitededtaseven were in Canada,
four were in China, two were in India and one imton, England. We also occupied two technologyersrih Silicon Valley,
California, a software programming facility in Kalta, India, as well as other facilities including executive offices located in
Walnut Creek, California, and our finance and pagthg offices located in Glendale, California.

In total the Company occupied approximately 1.8iamisquare feet as of December 31, 2010.

We lease nearly all of our reprographics servicgars, each of our administrative facilities and ehnology centers. The two
facilities that we own are subject to liens under credit facilities. In addition to the facilitiekat are owned, our fixed assets are
comprised primarily of machinery and equipmentgks) and computer equipment. We believe that azilitfas are adequate and
appropriate for the purposes for which they areesly used in our operations and are well maimgin

Item 3. Legal Proceeding:

On October 21, 2010, a former employee, individuatid on behalf of a purported class consistingllaion-exempt employees wt
work or worked for American Reprographics CompdrlyC and American Reprographics Company in the Siatealifornia at any
time from October 21, 2006 through October 21, 20ild&d an action against us in the Superior Cot@iCalifornia for the County of
Orange. The complaint alleges, among other thitigs,we violated the California Labor Code by failito (i) provide meal and rest
periods, or compensation in lieu thereof, (ii) tiynpay wages due at termination, and (iii) thatstapractices also violate the
California Business and Professions Code. Thefratieght includes damages, restitution, penaliigsrest, costs, and attorneys’
fees and such other relief as the court deems prdgehave not included any liability in our Coridated Financial Statements in
connection with this matter. We cannot reasonasliiyrate the amount or range of possible loss,yif ahthis time.

In addition to the matter described above, wemrelved in various legal proceedings and claimaftone to time in the normal
course of business. We do not believe, based arrdiy available information, that the final outcemf any of these matters, taken
individually or as a whole, will have a materiavatdse effect on our consolidated financial positr@sults of operations or cash
flows. We believe the amounts provided in our Céidated Financial Statements, which are not mdteaie adequate in light of the
probable and estimable liabilities. However, beeaisch matters are subject to many uncertaintiegjltimate outcomes are not
predictable and there can be no assurances thattih& amounts required to satisfy alleged litibgiwill not exceed the amounts
reflected in our Consolidated Financial Statementsill not have a material adverse effect on cursolidated financial position,
results of operations or cash flows.

ltem 4. (REMOVED AND RESERVED)
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PART Il
Iltem 5. Market for Registran’s Common Equity, Related Stockholder Matters andusr Purchases of Equity Securiti¢

Our common stock, par value $0.001, is listed @NNSE under the stock symbol “ARC”. The followitable sets forth for the
fiscal periods indicated the high and low salesqwiper share of our common stock as reportedebWSE.

2010 2009
High Low High Low
First Quartel $ 9.1t $ 6.42 $ 7.11 $ 2.5¢
Second Quarte 11.31 8.3¢ 10.2¢ 3.2¢
Third Quartel 9.6¢ 6.5¢ 10.21 7.2C
Fourth Quarte 7.97 6.0C 9.74 5.4%

Performance Graph

The graph below matches the cumulative 5-year tetatn of holders of American Reprographics Comfsaaoommon stock with
the cumulative total returns of the Russell 20Qfi) and a customized peer group of six compathies‘Diversified Commercial &
Professional Services”) that includes: G & K Seegi¢nc., Healthcare Services Group Inc., MobileiNfia., School Specialty Inc.,
Tetra Tech Inc. and Viad Corp.. An investment dd&{with reinvestment of all dividends) is assurtetiave been made in our
common stock, in the peer group, and the index eceihber 31, 2005 and its relative performancekéad through December 31,
2010.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among American Reprographics Company, the Russell 2000 Index
and Diversified Commercial & Professional Sarvices

$140

$120

$100

20

12105 12406 12107 12i08 12/08 1210

—&— American Reprographics Company — — — Russell 2000

---&r - - Diversified Commercial & Professional Services

“$100 invested on 12/31/05 in stock or index, including reinvestment of dividends
Fiscal year ending Dacember 31.
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12/05 12/06 12/07 12/08 12/09 12/10
American Reprographics
Company 100.0¢ 131.0¢ 64.8¢ 27.1°F 27.5¢ 29.87
Russell 2000 100.0¢ 118.37 116.5: 77.1¢F 98.11 124.4¢
Diversified Commercial &
Professional Services 100.0( 115.8¢ 109.7¢ 88.31 100.5¢ 107.1¢

The stock price performance included in the graépbve is not necessarily indicative of future stpdke performance.

Holders

As of March 2, 2011, the approximate number ofldtotders of record of our common stock was 84 &ecdctosing price of our
common stock was $8.52 per share as reported BYyYISE. Because many of the shares of our commark ste held by brokers
and other institutions on behalf of stockholders,are unable to estimate the total number of belaébwners represented by these
stockholders of record.

Dividends

We have never declared or paid cash dividends oea@umon stock. We currently intend to retain ahitable funds and any future
earnings for use in the operation of our businesisce not anticipate paying any cash dividendfénforeseeable future. Any future
determination to declare cash dividends will be enatdthe discretion of our board of directors, sabfo compliance with Delaware
corporate law, certain covenants under our delrtuments which restrict or limit our ability to dace or pay dividends, and will
depend on our financial condition, results of ofieres, capital requirements, general business tiondj and other factors that our
board of directors may deem relevant.

Recent Sales of Unregistered Securities; Use of Reeds from Registered Securities

None.
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Item 6. Selected Financial Dat:

The selected historical financial data presentdovbés derived from the audited financial statensesit American Reprographics
Company for the fiscal years ended December 310,228009, 2008, 2007 and 2006. The selected hisidiiancial data does not
purport to represent what our financial positiomesults of operations might be for any future peior date. The financial data set
forth below should be read in conjunction with “Ma@ement’s Discussion and Analysis of Financial Qtiovdland Results of
Operations” and our audited financial statemerthkiged elsewhere in this report.

Fiscal Year Ended December 31
2010 2009 2008 2007 2006
(Dollars in thousands)

Statement of Operations Data

Reprographics servict $ 294,55 $ 350,49: $ 518,06: $ 513,63 $ 438,37
Facilities manageme 89,99 97,40 120,98: 113,84t 100,15¢
Equipment and supplies sa 57,09( 53,65 61,94: 60,87¢ 53,30¢
Total net sale 441,63 501,54¢ 700,98 688,35: 591,83t
Cost of sale: 299,30° 323,36 415,71! 401,31 337,50¢
Gross profit 142,33: 178,18¢ 285,27. 287,03 254,32!
Selling, general and administrative
expense: 107,74« 115,02( 154,72¢ 143,81: 131,74
Litigation (gain) reserwv: — — — (2,897%) 11,26:
Amortization of intangible: 11,657 11,36" 12,00¢ 9,08: 5,05¢
Goodwill impairment 38,26: 37,38 35,15¢ — —
Impairment of lon-lived asset: — 781 — — —
(Loss) income from operatiol (15,339 13,63¢ 83,38t 137,04( 106,26
Other income, ne (15€) (177 (517) — (299
Interest expense, n 24,09: 25,78: 25,89( 24,37 23,19:
Loss on early extinguishment of d¢ 2,50¢ — — 1,32 —
(Loss) income before income tax
(benefit) provisior (41,776 (12,979 58,01 111,34 83,37¢
Income tax (benefit) provisia (14,186 3,01¢ 21,20( 42,20 31,98:
Net (loss) incomi (27,590 (14,989 36,81 69,13’ 51,39¢
Loss (income) attributable to
noncontrolling interes 88 104 (59 — —

Net (loss) income attributable to
American Reprographics
Company $ (27509 $ (1488) % 36,75¢ $ 69,13’ $ 51,39«

Fiscal Year Ended December 31,
2010 2009 2008 2007 2006
(In thousands, except per share amounts)

(Loss) earnings per share attributabls

ARC shareholder

Basic $ 061) % 03) % 0.82 $ 1.52 $ 1.1¢
Diluted $ (061) % 03) % 0.81 $ 1.51 $ 1.13

Weighted average common shares
outstanding
Basic 45,21 45,12 45,06( 45,42 45,01¢
Diluted 45,21 45,12 45,39¢ 45,82¢ 45,59t

19




Table of Contents

Fiscal Year Ended December 31,
2010 2009 2008 2007 2006
(Dollars in thousands)

Other Financial Data:

Depreciation and amortizatic $ 45,64¢ $ 49,54! $ 50,12: $ 39,44¢ $ 27,74¢
Capital expenditure $ 8,63¢ $ 7,50¢ $ 9,03: $ 8,30: $ 7,391
Interest expense, n $ 24,09: $ 25,78 $ 25,89( $ 24,371 $ 23,19

As of December 31,
2010 2009 2008 2007 2006
(Dollars in thousands)

Balance Sheet Data

Cash and cash equivalel $ 26,29: $ 29,37: $ 46,54. $ 24,80: $ 11,64
Total asset $ 569,08! $ 620,95 $ 725,93 $ 722,61 $ 547,58:
Long term obligation: $ 221,08 $ 228,71 $ 315,16! $ 324,72 $ 25341
Total ARC stockholde’ equity $ 256,50t $ 276,00 $ 281,78 $ 251,65: $ 184,24
Working capital $ 22,38 $ (3,739 % 29,79¢ $ 4,69t $ 21,15(

Item 7. Managemen's Discussion and Analysis of Financial Condition drResults of Operation

The following discussion should be read in conjiamctvith the other sections of this Annual Reporform 10-K, including Part 1
“Iltem 1 — Business”; Part |, “Item 1A — Risk Facsdr Part Il, “Item 6 — Selected Financial Data”; ahPart Il, “ltem 8 —
Financial Statements and Supplementary "

Executive Summary

American Reprographics Company (“ARC,” the “Compgariwe” or “us”) is the leading reprographics conmyain the United
States. We provide business-to-business documamgeanent services primarily to the architectunadjieeering and construction
(“AEC") industry, through a nationwide network dadrgice centers. Prior to the inception of rebragdacal operations as ARC, the
majority of our customers have known us as a logalographics provider, with a long history in teenmunity.

We also serve a variety of clients and businesstsde the AEC industry in need of sophisticatedutieent management services
similar to our core AEC offerings.

Our services apply to time-sensitive and graphierisive documents and fall into four primary catéezm

. Document management. Document management typioathlves storing, tracking and providing authedzaccess to
documents we maintain on our customers behalf. dttisity is largely accomplished through digitatabase
management as documents enter our digital infretstrel and are maintained on our production workstat servers and
networks.

. Document distribution and logistics. Documentrifisition and logistics involves transferring dajidocuments
throughout our local and wide-area computer netg/caikd over the internet, as well as pickup, defiead shipping of
hardcopy documents to and from locations aroundvitrid.

. Print-on-demand. Print-on-demand usually involge&gk-turnaround digital printing of documentshilack and white and
color, and in a wide variety of sizes and forrr

. On-site services, frequently referred to as iteesl management (“FMs”), which is any combinatafrthe above services
supplied at a customer’s location. On-site servigpially involve placing equipment and sometins&sf in our
customers’ locations to provide convenience prinaind other reprographic services. This categoeyddving to include
the management of entire print networks in our@uslrs’ offices, which we refer to as “managed psinvices” or
“MPS”

We deliver these services through our specializetirtology, more than 550 sales and customer sesmigdoyees, and more than
5,800 on-site services facilities at our customksations. All of our local service centers ar@amected by a digital infrastructure,
allowing us to deliver services, products, and &atumore than 120,000 U.S. customers who purchgmeds and services from us
in the past 24 months.
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Historically, our operating segments have functibnader local brand names. Each brand name typicgiresents a business or
group of businesses that has been acquired by tise Ipast, industry conventions led us to mairdagjuired brands wherever
practical due to the local nature of constructiotivity. Over the past several years, however, nlarge construction companies
have grown through mergers and acquisitions, ergatimarket where regional or national service igierg have a greater marketing
advantage. As a result, we have begun consolidatingperations under a single brand, ARC, to ifitlthe scope and scale of our
services, especially with respect to customerstithaé a national presence.

During the fourth quarter of 2010, we decided tgibeéhe process of consolidating many brands thatprise our market presence
around the country. Beginning in January 2011, edcur operating divisions began to adopt the mgmo of our corporate parent
name, ARC. The name will be phased into our mamgediperations throughout the course of the yeansmre customer recognition
and retention. Original brand names will continodé used in conjunction with ARC to reinforce oantinuing presence in the
business communities we serve, and ongoing rekttipa with our customers. The latest date we expefcily retire original trade
names is April 2012.

A significant component of our historical growthsi@een from acquisitions. The timing and numbexanfuisitions depends on
various factors, including but not limited to, mariconditions and availability of funding.

Acquisition activity has not been a meaningful gdrour 2010 operations due to the potential riskgrent in an economy
recovering from a recent recession. As a resu0it0, we acquired one Chinese business througisdkcument Solutions Co.
Ltd., ("UDS"), our business venture with Unisplenddorporation Limited (“Unisplendour”) for $0.6 tidn. In 2009, we acquired
two U.S. businesses that consisted of “stand-adoneisitions” and “fold-in acquisitions” (refer thhe “Acquisitions” section below
for an explanation of these terms) and one Chibasiess acquired through UDS, for $2.9 million2098, we acquired 13
businesses for $31.9 million. In connection withuasitions completed in 2010 and 2009, we haveiegphe provisions of Financi
Accounting Standards Board (“FASB”) Accounting Stards Codification (“ASC”) ASC 805, formerly Statent of Financial
Accounting Standards (“SFAS”) No. 141 (Revised 208usiness Combinationsising the acquisition method of accounting,
however, acquisitions completed prior to 2009 waareounted for by applying the provisions SFAS Nil,Business Combinations
(“SFAS 141"). Our Consolidated Statements of Openatreflect sales and expenses of acquired bisgaemly for post-acquisition
periods.

On August 1, 2008, we commenced operations of WWDBhusiness venture with Unisplendour. The purpdd¢DS is to pair the
digital document management solutions of our Compeith the brand recognition and Chinese distrimutthannel of Unisplendo!
to deliver digital reprographics services to Chingfowing construction industry. Under the term¢hefagreement, our Company
and Unisplendour have an economic ownership intefed5 percent and 35 percent, respectively. Wesalidate UDS and reflect
Unisplendour’s ownership as a noncontrolling intere

As part of our growth strategy, we sometimes opegicquire branch or satellite service centers migaous markets, which we vit
as a low-cost, rapid form of market expansion. Branch openings require modest capital expendiamdsare expected to generate
operating profit within the first 12 months of opons. We had 239 and 272 reprographic serviceecefor the years ended
December 31, 2010 and 2009, respectively.

Evaluating our PerformanceWe believe we are able to deliver value to ourldiotders by:

. Creating consistent, profitable-growth, or in #iesence of growth due to market conditions beymmdontrol, stable
margins superior to commonly understood industrychenarks

. Maintaining our industry leadership position asasured by our geographical footprint, market shaterevenue
generation capabilitie!

. Continuing to develop and invest in our productsyiees, and technology to meet the changing nekedsr customers
. Maintaining a low cost structure; a

. Maintaining a flexible capital structure that yigtes for both responsible debt service and pucfidacquisitions and other
high-return investment:

Primary Financial MeasuresWe use net sales, costs and expenses, earninge befes (“EBT”), earnings before interest and $axe
(“EBIT"), earnings before interest, taxes, depreécimaand amortization (“EBITDA") and operating caétw to operate and assess
the performance of our business.
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Net SalesNet sales represent total sales less returns aodudits. These sales consist of document manageemwites, document
distribution and logistics services, print-on-demhaervices, and reprographics equipment and sugpgdiles. We generate sales by
individual orders through commissioned sales persband, in some cases, through national contracts.

Net sales are categorized as reprographics ser¥amiities management, and equipment and supglies current revenue sourc
are likely to change in the future if our digitalrgices revenue commands a greater and more digénmole in our service mix.
Digital services currently comprise approximatel99 of our overall revenue.

Revenues from software licenses and membershipafeederived over the term of the license or thenbership agreement.
Licensed technology includes PlanWell online plamng, PlanWell EWO, PlanWell BidCaster, Abacus aretd®rint, among othe
Revenues from these agreements are separate fgital dervices and typically are derived from otteprographics companies
licensing the applications as opposed to end uBgg#al services we provide to our customers ideldigital document managem:
tasks, scanning and archiving digital documentstipg documents to the web and other related werfopmed on a computer.
Revenues from software licenses, membership festsligital services are categorized and reporteslzest of “Reprographics
services”.

Revenue from reprographics services is derived flooument management, document distribution andtiog, and print-on-
demand services. We include revenues from thes&ssrunder the caption “Reprographics services”.

On-site services, or facilities management, reveraue generated from providing reprographics sesviie our customers’ locations
using machines that we own or lease. Generally,dfiiegory of revenue is derived from a single pestsquare-foot of printed
material, similar to our reprographics services.

Revenue from equipment and supplies is derived tleresale of such items to our customers. Weotlonanufacture such items
but rather purchase them from our vendors at whdasts.

While our services are now most frequently deliddieough the use of computers and digital productiquipment (as opposed to
manual document management processes and anaiiggdevices), our primary revenue model remaaeseld on the price of
printing. Our progress in charging for digital Sees has increased to 8.9% of our overall revebuecommon practice in the
construction industry has yet to fully support &ipg model that includes digital services as safgaand discreet offering from
general reprographics services. We believe thatymtivity enhancements that our technology providesur customers’ workflow,
and the resulting adoption of our technology by austomers, allows us to reshape our pricing jastibn. We also believe that the
current challenging economic climate facing mangstaiction companies will create more opportunitiepromote and charge for
the full value of our digital services.

In 2010, our reprographics services represented66f net sales, facilities management 20.4%, atesof reprographics
equipment and supplies 12.9%. Digital servicesmaeewhich are included in reprographics servicgsiesented approximately
8.9% of our net sales. Software licenses, inclu@itamWell, and PEIR memberships have not, to dateributed significant
revenue. While we achieve modest cost recoverytiranembership, licensing and maintenance feegetidry the PEIR Group,
we measure success in this area primarily by tbetazh rate of our programs and products.

We identify operating segments based on the vabosiess activities that earn revenue and incperse, whose operating results
are reviewed by the chief operating decision maRased on the fact that operating segments havasimnoducts and services,
classes of customers, production processes and®dorharacteristics, we are deemed to operatesag)e reportable segment. ¢
Note 2“Summary of Significant Accounting Policies” forrfher information.

While large orders involving thousands of documeamd hundreds of recipients are common, the butiuoitustomer orders consist
of organizing, printing or distributing less tha@@drawings at a time. Such “short-run” ordersiergally recurring, despite their
tendency to arrive with no advance notice and atshmaround requirement. Since we do not opexdttea backlog, it is difficult tc
predict the number, size and profitability of regmaphics work that we expect to undertake more ¢hfaw weeks in advance.

Costs and ExpenseQur cost of sales consists primarily of paper, t@ra other consumables, labor, and expensesdiitiés and
equipment. Facilities and equipment expenses iectodintenance, repairs, rents, insurance, and dapiom. Paper is the largest
component of our material cost. However, papeliqgitypically does not affect our operating margiloe, in part to our efforts to
pass increased costs on to our customers. We ylogriitor material cost as a percentage of nesdaleneasure volume and waste.
We also track labor utilization, or net sales papyee, to measure productivity and determindiatafevels.

We maintain low levels of inventory and other waoikicapital. Capital expenditure requirements age lw; most facilities are
leased and equipment is either purchased or leastbdoverall cash capital spending averaging apiprately 1.6% of annual net
sales over the last three years. Since we typitedige our reprographics equipment for three @ yiar terms, we are able to
upgrade equipment in response to rapid changesimoblogy.
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Research and development costs consist mainlheddlaries, leased building space, and computépregat that comprise our data
storage and development centers in Fremont, Calé@nd Kolkata, India. Such costs are primariyorded to cost of sales.

Our selling expenses generally include salariescanamissions paid to our sales professionals, aldgtigpromotional, travel, and
entertainment costs. Our general and administratkpenses generally include salaries and beneditstp support personnel at our
reprographics businesses and our corporate staffelh as office rent, utilities, communicationgperses, and various professional
services.

One of the primary methods we have used to maimtairmargins during periods of economic or industiegline has been to quick
and aggressively reduce our variable operatingscste largest portions of our variable costs abel related. Given that we
manage production capacity primarily through labiilization during a given daily production scheglak shift, we achieve cost
containment objectives through the reduction dftiaie employees, and the close management of yauHedules.

Other Common Financial MeasuredVe also use a variety of other common financialsnegs as indicators of our performance,
including:

. Net income and earnings per shi

. Material and labor costs as a percentage of nes;

. Days sales outstanding/days sales inventory/dayaiyba outstanding; ar
. Cash flows from operation

In addition to using these financial measures ecthrporate level, we monitor some of them dailg aperating segment by
operating segment through use of our proprietargpamy intranet and reporting tools. Our corporgterations staff also conducts a
monthly variance analysis on the income statentaidénce sheet, and cash flows of each operatingeseg

We believe our current customer segment mix is@pprately 76% of revenues derived from the AEC Btdy and 24% derived
from non-AEC sources. We believe that non-AEC sesiaf revenue currently offer more attractive rexeapportunities in light of
current credit and spending constraints affectirgAEC industry, therefore, we plan to increasirfglyus our business on the non-
AEC industry. Given this focus, we expect non-AERanues to continue to grow relative to our overalenue in the future.

Not all of these financial measurements are reptesgadirectly on our Consolidated Financial Statetsiebut meaningful discussic
of each are part of our quarterly disclosures aedgntations to the investment community.

Acquisitions.Our disciplined approach to complementary acquis&ihas led us to acquire reprographics businéisaefit our
profile for performance potential and meet strategiteria for gaining market share. In most capesformance of newly-acquired
businesses improves almost immediately due to dise-gcquisition application of financial best prees, significantly greater
purchasing power, and productivity-enhancing tetdmo

Based on our experience derived from completingenttsein 140 acquisitions since 1997, we believetti@mteprographics industry
highly fragmented and comprised primarily of snimisinesses with less than $7.0 million in annukgssé&None of our individual
acquisitions in the past three years have addedterial percentage of sales to our overall busiregfie aggregate, however, our
prior acquisitions have fueled the bulk of our biital annual sales growth. Acquisition activityshreot been a meaningful part of «
2010 operations due to the potential risks of fatlvity inherent in an economy recovering froneaemt recession. As the economy
improves in the United States, it is our curretgiiion to resume acquisition activity as a sulisthoomponent of our growth
strategy. Currently, we are actively reviewing asiion opportunities in China through UDS, andestively in other countries as
foreign economies emerge from the recent econoowmntlirn.

When we acquire businesses, our management typicsdls the previous year’s sales figures as amiafiobasis for estimating
future revenues for our Company. We do not useapsoach for formal accounting or reporting pugsolkut as an internal
benchmark with which to measure the future efféatperating synergies, best practices and sourahial management on the
acquired entity.

We also use the previous year’s sales figuresdistass in determining how the acquired businediso&iintegrated into the overall
management structure of our Company. We categongwdy acquired businesses in one of two ways:

1. Standalone AcquisitionsPost-acquisition, these businesses maintain th@&ragement team and act as strategic platforms
for the Company to acquire market share in andratdlie specific geographical locatic

2. Branch/Folcin Acquisitions These acquisitions are equivalent to openingraare‘greenfield” branch. They support an
outlying portion of a larger market and rely oraegker centralized production facility nearby falagtgic management,
load balancing, providing specialized services, fanddministrative and other “back office” suppafte maintain the
staff and equipment of these businesses to a mimitowserve a small market or a single large custparave may
physically integrate (fol-in) staff and equipment into a larger nearby preidacfacility.
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New acquisitions frequently carry a significant ambof goodwill in their purchase price, even ie ttase of a low purcha

multiple. Goodwill typically represents the purcigsice of an acquired business less the fair vafluangible assets and identifiable
intangible assets. We test our goodwill compon#artimpairment annually on September 30 and margufently if events and
circumstances indicate that goodwill might be img@ai See Note 2 “Summary of Significant Accountitaicies” to our
Consolidated Financial Statements for further imfation.

Economic Factors Affecting Financial PerformanceéBased on a compilation of approximately 90% of neses from our operating
segments and certain assumptions derived fromrdktting to AEC and non-AEC customers, we estirtfzdé sales to the AEC
industry accounted for 76% of our net sales forp@od ended December 31, 2010, with the remai#¥%) consisting of sales to
non-AEC industries. As a result, our operating tssand financial condition can be significantlyeafted by economic factors that
influence the AEC industry, such as the availapiit commercial credit at reasonably attractivesahon-residential and residential
construction spending, GDP growth, interest ratagployment rates, commercial vacancy rates, andrgowent expenditures. The
effects of the current economic environment inlimited States, and weakness in global economicitions, have resulted in a
significant reduction of activity in the non-residial and residential portions of the AEC industmich in turn, has produced a
decline in our revenues over the past few yearsb@lleve that the AEC industry generally experisngewnturns several months
after a downturn in the general economy and thexetinay be a similar delay in the recovery of tleCAndustry following a
recovery in the general economy. Similar to the ABdustry, the reprographics industry typicallydagrecovery in the broader
economy.

Non-GAAP Financial Measures

EBIT, EBITDA and related ratios presented in tldpart are supplemental measures of our performéiateare not required by or
presented in accordance with accounting princigaerally accepted in the United States of AmgfiGRAAP”). These measures
not measurements of our financial performance u@deAP and should not be considered as alternativest income, income from
operations, or any other performance measureseatenivaccordance with GAAP or as an alternativeah flows from operating,
investing or financing activities as a measurewoflmuidity.

EBIT represents net income before interest andstaxBITDA represents net income before interegsgdadepreciation and
amortization. Amortization does not include $5.%iom, $4.9 million and $4.3 million of stock-basedmpensation expense
recorded in selling, general and administrativeemges, for the years ended December 31, 2010,0D2008 respectively. EBIT
margin is a non-GAAP measure calculated by dividiBiT by net sales. EBITDA margin is a non-GAAP g calculated by
dividing EBITDA by net sales.

We present EBIT, EBITDA and related ratios becauseconsider them important supplemental measuresrgberformance and
liquidity. We believe investors may also find th@seasures meaningful, given how our management snage of them. The
following is a discussion of our use of these measu

We use EBIT and EBITDA to measure and compare énpnance of our operating segments. Our operatggnents’ financial
performance includes all of the operating actigitxcept for debt and taxation which are managétkeatorporate level for U.S.
operating segments. As a result, EBIT is the bestsure of divisional profitability and the most fusenetric by which to measure
and compare the performance of our operating seggm@fe also use EBIT to measure performance fardehing operating
segment-level compensation and we use EBITDA tosomegperformance for determining consolidated-leeehpensation. We also
use EBIT and EBITDA to evaluate potential acquisiti and to evaluate whether to incur capital exjerec.

EBIT, EBITDA and related ratios have limitationsasalytical tools, and you should not consider tlisolation, or as a substitute
for analysis of our results as reported under GA3dme of these limitations are as follows:

e They do not reflect our cash expenditures, or futequirements for capital expenditures and cottehcommitments
«  They do not reflect changes in, or cash requiresnfemt our working capital need

. They do not reflect the significant interest expe or the cash requirements necessary, to séntgest or principal
payments on our dek

. Although depreciation and amortization are mash charges, the assets being depreciated antizadavill often have t
be replaced in the future, and EBITDA does noefhny cash requirements for such replacements

. Other companies, including companies in our itigusnay calculate these measures differently thardo, limiting their
usefulness as comparative meast
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Because of these limitations, EBIT, EBITDA, andatel ratios should not be considered as measurdisapétionary cash available
to us to invest in business growth or to reduceindebtedness. We compensate for these limitabgrielying primarily on our
GAAP results and using EBIT, EBITDA and relatedasionly as supplements.

Our presentation of adjusted net income and adjUSBATDA over certain periods is an attempt to pdevmeaningful comparisons
to our historical performance for our existing datlire investors. The unprecedented changes iemdimarkets over the past
several years have required us to take measurearthanique in our history and specific to indivadl circumstances. Comparisons
inclusive of these actions make normal financial ather performance patterns difficult to discender a strict GAAP presentation.
Each non-GAAP presentation, however, is explainedktail, as required in the reconciliation talidekow.

Specifically, we have presented adjusted net incattnibutable to ARC and adjusted earnings pereshtributable to ARC
shareholders for the years ended December 31, 2009, and 2008 to reflect the exclusion of the gathdmpairment charge, long-
lived assets impairment charge, amortization impaleted to the change in trade name, loss on eatigguishment of debt and
certain interest rate swap related costs, and 26thdments to our credit agreement and swap trzmsad/e believe these charges
were the result of valuations dependent on thekstoarket and the result of our capital restrucwiriwhich have little bearing on our
actual operating performance.

We presented adjusted EBITDA in 2010, 2009 and 20@clude stock-based compensation expensegtosarly extinguishment
of debt and the non-cash impairment charges. Teisemtation is consistent with the definition oflEBA in our previous and
current credit agreements. We believe these exdlablarges are a result of the current economiaemvient, and not indicative of
our continuing operations.

The following is a reconciliation of cash flows pied by operating activities to EBIT, EBITDA, anét (loss) income attributable
to ARC (amounts in thousands):

Fiscal Year Ended
December 31

2010 2009 2008
Cash flows provided by operating activit $ 53,92 $ 97,42¢ $ 127,26¢
Changes in operating assets and liabili 95t (19,919 (4,829
Non-cash (expenses) income, including depreciationaamaktizatior (82,469 (92,499 (85,629
Income tax (benefit) provisia (14,18¢) 3,01¢ 21,20(
Interest expense, n 24,09: 25,78: 25,89(
Net loss (income) attributable to the noncontrgllinteres: 88 104 (59)
EBIT (17,59) 13,91« 83,84«
Depreciation and amortizatic 45,64¢ 49,54 50,12:
EBITDA 28,05: 63,457 133,96!
Interest expens (24,09) (25,787 (25,890
Income tax benefit (provisiot 14,18¢ (3,01¢) (21,200
Depreciation and amortizatic (45,649 (49,547) (50,127)
Net (loss) income attributable to American Reprpbres Compan: $ (27509 $ (1488) % 36,75¢
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The following is a reconciliation of net (loss) oroe attributable to ARC to EBIT, EBITDA and adjuEBITDA (amounts in

thousands):
Fiscal Year Ended
December 31,
2010 2009 2008

Net (loss) income attributable to American Reprpbies Compan $ (2750) $ (1488) ¢ 36,754

Interest expense, n 24,09: 25,78: 25,89(

Income tax (benefit) provisia (14,186 3,01¢ 21,20(
EBIT (17,597 13,91 83,84

Depreciation and amortizatic 45,64¢ 49,54 50,12:
EBITDA 28,05: 63,45" 133,96!
Special items

Stocl-based compensatic 5,92¢ 4,892 4,28¢

Loss on early extinguishment of de 2,50¢ — —

Goodwill impairment 38,26: 37,38: 35,15«

Impairment of lon-lived asset: — 781 —
Adjusted EBITDA $ 74,74¢ $ 106,51 $ 173,40¢

The following is a reconciliation of our net (lossfome margin to EBIT margin, EBITDA margin andjdsted EBITDA margin:

Fiscal Year Ended
December 31

2010 (1) 2009 (1) 2008 (1)
Net (loss) income margi (6.2)% (3.00% 5.2%
Interest expense, n 5.5 5.1 3.7
Income tax (benefit) provisia (3.2 0.€ 3.C
EBIT margin (4.0 2.8 12.C
Depreciation and amortizatic 10.2 9.9 7.2
EBITDA margin 6.4 12.7 19.1
Special items
Stocl-based compensatic 1.3 1.C 0.€
Loss on early extinguishment of d¢ 0.6 — —
Goodwill impairment 8.7 7.5 5.C
Impairment of lon-lived asset: — 0.2 —
Adjusted EBITDA margir 16.% 21.2% 24.1%

(1) Column does not foot due to roundi
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The following is a reconciliation of net (loss) omoe attributable to ARC to adjusted net incomelattable to ARC and
(loss) earnings per share to adjusted earningshage (amounts in thousands, except share andhger data):

Fiscal Year Ended
December 31,

2010 2009 2008

Net (loss) income attributable to American Reprpbies Compan $ (2750) $ (1488) ¢ 36,754

Goodwill impairment 38,26: 37,38: 35,15«

Impairment of lon-lived asset: — 781 —

Change in trade name impact to amortiza 1,57¢ — —

Loss on early extinguishment of d¢ 2,50¢ — —

Amended 2007 Credit Agreement and Swap Transactiets 1,241 2,632 —

Income tax benefit, related to above ite (14,759 (8,74 (12,937)
Unaudited adjusted net income attributable to £ $ 1,332 $ 17,16: $ 58,97¢
(Loss) Earnings Per Share (Actu:

Basic $ 06 % 03) % 0.82

Diluted $ 06y $ 03) % 0.81
Earnings Per Share (Adjuste

Basic $ 0.0z $ 0.3¢ $ 1.31

Diluted $ 0.0: $ 0.3¢ $ 1.3C
Weighted average common shares (Actual) outstan

Basic 45,212,72 45,123,11 45,060,48

Diluted 45,212,722 45,123,11 45,398,08
Weighted average common shares (Adjusted) outsigr

Basic 45,212,722 45,123,11 45,060,48

Diluted 45,382,54 45,266,31 45,398,08

Results of Operations

The following table provides information on the gamtages of certain items of selected financiad dampared to net sales for the
periods indicated:

As a Percentage of Net Sales
Fiscal Year Ended December 31

2010 (1) 2009 (1) 2008 (1)
Net sales 100.(% 100.(% 100.(%
Cost of sale: 67.¢ 64.5 59.5
Gross profit 32.2 35.F 40.7
Selling, general and administrative exper 24.L 22.€ 22.1
Amortization of intangible: 2.€ 2.3 1.7
Goodwill impairment 8.7 7.5 5.C
Impairment of lon-lived asset: 0.C 0.2 0.C
(Loss) income from operatiol (3.5 2.7 11.¢
Other income, ne (0.0 0.C (0.2)
Interest expense, n 5.t 5.1 3.7
Loss on early extinguishment of de 0.€ 0.C 0.C
(Loss) income before income tax (benefit) provis (9.5 (2.9 8.3
Income tax (benefit) provisia (3.2 .€ 3.C
Net (loss) incomi (6.2 (3.0 5.3
Loss attributable to the noncontrolling inter 0.C 0.C 0.C
Net (loss) income attributable to AF (6.2)% (3.0% 5.2%

(1) column does not foot due to roundi
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Year Ended December 31, 2010 Compared to Year Endé&2kecember 31, 2009

Fiscal Year Ended

December 31 Increase (decrease
2010 (1) 2009 (1) (In dollars) (Percent)
(In millions)

Reprographics servict $ 294.¢ $ 350.t $ (55.9 (15.9%
Facilities manageme! 90.C 97.4 (7.9 (7.€)%
Equipment and supplies sa 57.1 53.7 3.4 6.2%

Total net sale $ 441.¢ $ 501.t $ (59.9 (11.9%
Gross profit $ 142 $ 178.2 $ (35.9 (20.)%
Selling, general and administrative exper $ 107.7 $ 115.( $ (7.3 (6.9%
Amortization of intangible asse $ 11.7 $ 11.4 $ 0.2 2.€%
Goodwill impairment $ 38.2 $ 37.2 $ 0.¢ 2.4%
Impairment of lon-lived asset: $ — $ 0.8 $ (0.8) (200.0%
Interest expense, n $ 24.1 $ 25.¢ $ (1.7) (6.6)%
Loss on early extinguishment of de $ 2.5 $ = $ 2.5 100.(%
Income taxes (benefit) provisic $ (142 % 3.C $ (17.2) (573.9%
Net (loss) income attributable to AF $ 275 % (149 % (12.6) 84.6%
EBITDA $ 281 $ 63.5 (35.9) (55.7)%

(1) column does not foot due to roundi
Net Sales

Net sales in 2010 decreased by 11.9%. The decieast sales was primarily due to declines in oNe@nstruction industn
spending, most especially in the non-residentidting segment.

Reprographics service. Reprographics sales decreased by $55.9 millioh5@&%, in 2010 compared to 2009.

Overall reprographics services sales nationwideewegatively affected by the lack of significantn@onstruction activity in the
AEC industry. The revenue category that was mdettdd was large-format black and white printingtf#s revenue category is
more closely tied to non-residential and residétastruction. Large-format black and white pmgtirevenues represented
approximately 36% of reprographics services in 20d@e-format black and white printing revenuesrdased by approximately
26% in 2010 compared to 2009.

Large and small-format color printing in both thE®@ market and the non-AEC market comprised apprataip 25% of our overall
reprographics services revenue for 2010, as cordparapproximately 22% for 2009. Despite the weakne the AEC industry, net
sales of digital color printing services only dexsed 1.5% in 2010, compared to 2009 and we pattlipwite this to continuing
marketing activity by non-AEC businesses aggre$sisempeting for business as the general econoegvess.

We believe there is a growing demand for digitdbcerinting services across all market segmentstduncreased equipment
availability and lower production prices than héeen seen in the past. We have branded a portioarafperations to address this
growing demand for digital color printing. In 20Me began offering digital color printing servidsough ten dedicated production
facilities in major metropolitan areas around th@tedd States under the brand Riot Creative Imaging.

While most of our customers in the AEC industryl ptiefer to receive documents in hardcopy, papenkt, we have seen an
increase in our digital service revenue as a péagerof total sales. This increase is presumaldytdihe greater efficiency that
digital document workflows bring to our customeos'sinesses, and also due to greater consistettlog imay that we charge for
these services as they become more widely accépimaghout the construction industry. As was theeoaith our overall sales,
however, the dollar amount of digital service raxemwas negatively affected by current market camubt During 2010, digital
service revenue decreased by $3.2 million or 7@8fpared to 2009, but as a percentage of our dwadak it increased to 8.9% in
2010 compared to 8.5% in 2009.
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Facilities management On-site, or FM sales in 2010 compared to 2009,adesmd by $7.4 million or 7.6%. FM revenue is deative
from a single cost per square foot of printed makesimilar to our reprographics services reverAgconvenience and speed
continue to characterize our customers’ needsaamtinting equipment continues to become smatfidmaore affordable, the trend
of placing equipment, and sometimes staff, in @higgctural studio or construction company offieenains strong. Despite a
difficult market, we recorded a net increase ofragjmately 100 facilities management accounts dpu#i@10, bringing our total FM
accounts to approximately 5,800 as of Decembe2@10. By placing such equipment on-site and biltimga per use and per project
basis, the invoice continues to be issued by us/cadd be the case if the work was produced inafr@ur centralized production
facilities. The resulting benefit to our customisrghe convenience of on-site production with ssghsough, or reimbursable, cost of
business that many customers continue to findaiten Despite the increase in FM accounts, saesedised as the volume of prints
at FM locations significantly declined due to th&rent lack of construction activity described abov

We have seen growing interest in the marketplac&1f®S, an expanded offering of our traditional Fdfsces. Involving the
outsourced management of all office printing witbim customers’ offices — not just the reprographpdnting — this service
typically requires a longer sales cycle than caditional FM offering. We are in the early stagésmtroducing this service to our
customers and results from our sales and markeffogs will be reviewed in future quarters.

Equipment and supplies saleEquipment and supplies sales increased by $3.&omilr 6.3% over the same period in 2009. During
2010, the increase in equipment and supplies salegprimarily due to increased sales in UDS, ouné€de business venture with
Beijing based Unisplendor. UDS commenced operatimig the third quarter of 2008. Shanghai UNISoent Printing Co.,

Ltd., a wholly-owned subsidiary of UDS which acaurthe assets of Shanghai Light Business Machined @l., commenced
operations in July 2009. To date, the Chinese ndk® shown a preference for owning reprographjogpenent as opposed to using
equipment through an asite services or FM arrangement. Chinese operatiadsales of equipment and supplies of $19.0aniil
2010, as compared to $13.1 million in 2009. Excigdhe impact of acquisitions and continuing equeptrand supplies sales in
China, we do not anticipate growth in equipment sungplies sales in the U.S., as we are placing fioctes on facilities manageme
sales programs.

Gross Profit

During the 12 months ended December 31, 2010, gnosi and gross profit margin decreased to $142ilBon, or 32.2%,
compared to $178.2 million, or 35.5%, during thmsaeriod in 2009, on a sales decline of $59.9anill

The primary reason for the decrease in gross mawg#s a change in our product mix. Material cas0i10 as a percentage of sales
were 300 basis points higher as compared to 2Q8ifically, we saw an increase in lower marginipment and supplies sales a
percentage of total sales attributable to the perdmce of UDS. Lower margin equipment and supsiades comprised 12.9% of

total sales in 2010, compared to 10.7% in 200% Tmuch lesser extent, material costs were alsatiimetygimpacted as material cost
for color printing increased as a percentage afrcediles by approximately 230 basis points in 288 6ompared to 2009. We believe
these higher color material costs were driven i Ipathe need to outsource work as we reconfigopetations to support the new
Riot Creative Imaging brand, and also from acceplimver margin work to help gain marketshare ardiidyility with a new

customer base.

In response to the overall decline in sales, wdempnted cost cutting initiatives that resulted@ idecline in labor and overhead ct
that were in line with the drop in overall salevethead and labor costs as a percentage of sa?@4 thwere consistent with 2009.

Selling, General and Administrative Expenses

The decrease of $7.3 million in selling, general administrative expenses was primarily due tanfementation of cost reductii
programs initiated in response to the decline lessand a decrease in bad debt expense. Spegifigalieral and administrative base
compensation expense decreased by $4.0 million amedgo 2009. The decrease in general and adnaitivgtrcompensation was
primarily due to the consolidation of certain badfce functions performed across operating segmexs well as other company
initiatives. Bad debt expense decreased by $2liomih 2010 compared to 2009, as a result of inmpdbcollections and lack of
significant write-offs in 2010. The cost reductjprograms in 2010, as compared to 2009, have assdiee in a decrease of $1.3
million in professional fees, consulting fees, addertising. Despite the significant decrease iessaales compensation increased
by $0.5 million in 2010. This increase is due tdiidnal sales personnel who were hired to implenmenv sales initiatives, under
our new brand, Riot Creative Imaging, and throughMPS offering. The items noted above were furtiféget by an increase in
stock based compensation of $1.0 million.

Selling, general and administrative expenses as@ptage of net sales increased from 22.9% in &0@8.4% in 2010, primarily
due to the significant decline in sales resultmgmabsorbed sales compensation and administiaists.

Amortization of Intangibles

In 2010, amortization of intangibles increased By3$million, as compared to 2009. This increas#uis to the impact of the change
in estimated useful lives related to trade name®&ldd million, partially offset by a decrease inatization of customer relationships
of $0.9 million.

During the fourth quarter of 2010, we decided tagghout the use of our local trade names ovewtlmving 18 months and revist



the remaining estimated useful lives of our tradma intangible assets accordingly. Effective JantiaP011, all divisions began

using the ARC name, though some use of the origiraald names will remain in circulation to ensunsibess recognition and the
retention of existing customers. Once the tradeasaane fully transitioned to the ARC name and rezddvom the marketplace, th
will quickly lose value. This change in estimataéxounted for on a prospective basis, resultingdreased amortization expense

over the revised useful lives for each trade narhe.remaining useful lives of trade names pridhts change ranged from 11 to
18 years.
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Goodwill Impairment

We assess goodwill for impairment as of Septembera&h year or more frequently if events and cistamces indicate that
goodwill might be impaired. We concluded that,hie fbsence of the annual goodwill impairment aimlyisere were sufficient
indicators in the third quarter of 2010 to requargoodwill impairment analysis as of September2B0,0. The indicators included
among other factors, our 2010 third quarter resuits our revision of projected future earnings.

Goodwill impairment testing is performed at the igpieg segment (or “reporting unit”) level. Goodwsd assigned to reporting units
at the date the goodwill is initially recorded. @mgoodwill has been assigned to reporting unitsp ilonger retains its association
with a particular acquisition, and all of the aittes within a reporting unit, whether acquiredrmternally generated, are available to
support the value of the goodwill. Based on ounahgoodwill impairment assessment, we recorde883bmillion impairment in
the third quarter of 2010.

Given the current economic environment and the daicgies regarding the impact on our businessgtban be no assurance that
our estimates and assumptions regarding the daratithe ongoing economic downturn in our industiythe period or strength of
recovery, made for purposes of our goodwill impa&nttesting will prove to be accurate predictiohthe future. Based upon our
assessment, we concluded that no goodwill impaititmegygering events have occurred during the foarthrter of 2010 that would
require an additional impairment test. If our asptions regarding forecasted revenue or gross msugfioertain reporting units are
not achieved, we may be required to record additignodwill impairment charges in future period$ether in connection with our
next annual impairment testing in the third quadtfe2011, or prior to that, if any such change ¢tituigs a triggering event outside
the quarter when we regularly perform our annualdyall impairment test.

As of December 31, 2010, we believe the estima@d/élue of our goodwill equals or exceeds theytag value of goodwill for ou
reporting units. The estimated fair value of godHisibased upon a number of factors, includingghiged average cost of capital
ranging from 11% to 14%, depending upon the sizerek profile of the reporting unit, discount rat@rojected revenues and
projected EBITDA. Projected revenues and projeBBtIDA are driven, in part, by anticipated indusgmpwth rates, anticipated
GDP, customer composition and historical perfornea@f the reporting units impaired during 2010 cbhtinue to carry goodwill ¢
$89.5 million. Additionally, at the time of the imjpment test, one other reporting unit’s impliet fealue of goodwill exceeded its
book value of $1.3 million by only $66 thousand566. Relatively minor changes to the assumptionslaviead to further
impairments of the reporting units at risk.

Based upon a sensitivity analysis, performed dbketlate of the 2010 impairment analysis, a redoatf approximately 0.5% of
projected EBITDA in 2011 and beyond, assuming #ileoassumptions remain constant, would not réswahy additional reporting
units proceeding to step 2 of the analysis. Howeherdecrease of projected EBITDA in 2011 and sgbent years would have
resulted in an additional impairment charge of $@iion for those reporting units that were evaedin step 2.

Based upon a separate sensitivity analysis, peddms of the date of the 2010 impairment analgsif) basis point increase to the
weighted average cost of capital, assuming allraikseumptions remain constant, would not reswhinadditional reporting units
proceeding to step 2 of the analysis. Howeverjtbease in the weighted average cost of capitaldvbave resulted in a further
impairment of approximately $8.4 million for thossporting units that were evaluated in step 2.

The results of our 2009 goodwill impairment anayisdicated that 11 of our reporting units, nin¢hie United States, one in the
United Kingdom, and one in Canada, had a goodmitlairment in 2009. Accordingly, we recorded a prétapairment in 2009 to
reduce the carrying value of goodwill by $37.4 raiil

See Note 2 “Summary of Significant Accounting Pielt to our Consolidated Financial Statements @iothier information.
Impairment of Long-Lived Assets

Our operating segments are being negatively imgdzyehe drop in commercial and residential cortsion resulting from the
current economic downturn. Before assessing oudgiiofor impairment, we evaluated the long-livessats of our operating
segments. Based on this assessment there was awrimept in 2010. In 2009 we determined that theais ®n impairment of long-
lived assets of our operating segment in the Uriiiegdom. Accordingly, we recorded a pretax, noskcaharge in 2009 to reduce
the carrying value of other intangible assets b $@illion. Given the current economic environmeset have and will continue to
monitor the need to test our intangibles for immpeint as required by ASC 805.

See Note 2 “Summary of Significant Accounting Pielt to our Consolidated Financial Statements @iothier information.
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Interest Expense, Net

Net interest expense was $24.1 million in 2010, parad to $25.8 million in 2009. The decrease of $illion relates to th:

$34.6 million reduction of total debt during 20Bpecifically, our capital leases and seller notes & net decrease in principal
balances by $23.2 million in 2010. These decreasepartially offset by the issuance, on Decemb@010, of $200.0 million in
unsecured notes due December 2016, before debudisof $4.4 million, which was used to pay off guior bank debt of

$199.4 million. Our effective interest rate incred$rom 8.1% on our retired bank debt to 11.0% wnnotes issued on December 1,
2010. The Notes issued on December 1, 2010, weuedsat a discount, which resulted in an effedtiterest rate of 11.0%. Since
our debt is now financed by a fixed rate bond gmspd to a loan with a variable interest rate,imi@rest rate swap contract is no
longer considered a cash flow hedge. The fair vafuitbe swap agreement that was on the balance abe& December 2, 2010, will
be amortized under interest expense. As requinedecember 2010 we began to amortize the fair vafldlee interest rate swap.

Loss on the extinguishment of debt

On December 1, 2010, we closed a private placeofel.5% senior unsecured notes due 2016 (the ®pémd extinguished the
debt under our previous Credit and Guaranty Agrednuated as of December 6, 2007, as amended (“4ete2007 Credit
Agreement”). Accordingly, we wrote off unamortizedferred financing fees of $2.5 million.

Income Taxes

Our effective income tax rate of 34.0% relateddoiacome tax benefit in 2010 was primarily impachy the impairment of
goodwill related to stock acquired in prior yeatsieh amounted to $3.9 million and derived no curtar benefit. This is due to the
fact that impairment charges related to stock bgsiglwill is not tax deductible until the stockdisposed of and is treated as a
permanent item for financial reporting purposes Tdtal goodwill impairment of $38.3 million resedt in a tax benefit of

$12.8 million deriving an effective tax rate of 3%.

Barring goodwill impairments, we had a tax benefi$1.4 million on a pretax loss of $3.5 million2010 deriving an effective tax
rate of 40.0%, compared to a tax provision of $Ifillon on pretax income of $25.4 million derivirag effective tax rate of 40.6%
in 2009.

Noncontrolling Interest

Net loss attributable to noncontrolling interegiresents 35% of the loss of UDS and its subsidigvidich together comprise ¢
Chinese operations, which commenced operationsugugt 1, 2008.

Net Loss Attributable to ARC

Net loss attributable to ARC was $27.5 million 018, as compared to net loss attributable to AR&1df9 million in 2009. Th
decrease is primarily due to the decrease in salégross margins, partially offset by the decréaselling, general and
administrative expenses described above.

EBITDA

EBITDA margin decreased to 6.4% in 2010, as conmparel2.7% in 2009. EBITDA margin in 2010 compate@009 was
negatively impacted primarily due to the decreasgross profit, excluding the impact of depreciatiand the increase in selling,
general and administrative expenses as a perceoftagées described above. Excluding the impastadk-based compensation of
$5.9 million and $4.9 million in 2010 and 2009, pestively, loss on early extinguishment of deb$2f5 million in 2010, the non-
cash $38.3 million and $37.4 million goodwill impaient in 2010 and 2009 respectively, and $0.8 onillong-lived assets
impairment charges in 2009, our adjusted EBITDAgirawas 16.9% in 2010, as compared to 21.2% in 2009
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Year Ended December 31, 2009 Compared to Year Endé&2kecember 31, 2008

Fiscal Year Ended

December 31 Increase (decrease
2009 (1) 2008 (In dollars) (Percent)
(In millions)

Reprographics servict $ 350.t $ 518.1 $ (167.6) (32.9%
Facilities manageme! 97.4 121.C (23.¢) (19.5%
Equipment and supplies sa 53.7 61.€ (8.2 (13.29%

Total net sale $ 501.t $ 701.( $ (199.9 (28.5%
Gross profit $ 178.2 $ 285.% $ (207.0) (37.5%
Selling, general and administrative exper $ 115.( $ 154.7 $ (39.7) (25.9)%
Amortization of intangible asse $ 11.4 $ 12.C $ 0.6) (5.0%
Goodwill impairment $ 37.4 $ 35.2 $ 2.2 6.2%
Impairment of lon-lived asset: $ 0.8 $ — $ 0.8 100.(%
Interest expense, n $ 25.¢ $ 25.¢ $ (0.7 (0.9%
Income taxes provisio $ 3.C $ 21.z2 $ (18.2) (85.6)%
Net (loss) income attributable to AF $ (14.€ $ 36.¢ $ (51.9) (140.9%
EBITDA $ 635 $ 1340  $ (70.5) (52.6)%

(1) column does not foot due to roundi
Net Sales

Net sales in 2009 decreased by 28.5%, the decirease sales was primarily due to declines in oWe@struction industn
spending, most especially in the non-residentidting segment. In 2009, sales were favorably inpadby sales growth of
approximately 2% from our standalone acquisitiomsgleted since 2008.

Reprographics service. Net sales decreased by $167.6 million or 32.3%0002Zompared to 2008.

Overall reprographics services sales nationwideewegatively affected by the slow down in the cartdion market and AEC
industry. The revenue category that was most aftbaias large-format black and white printing, as tevenue category is more
closely tied to non-residential and residentialstarction. Large-format black and white printingeaues represented approximately
40% of reprographics services in 2009; large-forblatk and white printing revenues decreased byoxpately 41% in 2009
compared to 2008.

While most of our customers in the AEC industryl ptiefer to receive documents in hardcopy, papenkt, we have seen an
increase in our digital service revenue as a péagerof total sales. This increase is presumabdytdithe greater efficiency that
digital document workflows bring to our customes'sinesses, and also due to greater consistertlog imay that we charge for
these services as they become more widely accépimaghout the construction industry. As was theeoaith our overall sales,
digital service revenue was also negatively afiédig current market conditions. During 2009, digsiarvice revenue decreased by
$11.4 million or 21.1%, compared to 2008, but pe@entage of our overall sales it increased t%8rdm 7.7% in 2009 compared
to 2008.

Facilities management On-site, or FM sales in 2009 compared to 2008,asmad by $23.6 million, or 19.5%. FM revenue is
derived from a single cost per square foot of pdnaterial, similar to our reprographics servieagnue. As convenience and sf
continue to characterize our customers’ needsaarginting equipment continues to become smatidmaore affordable, the trend
of placing equipment, and sometimes staff, in @higgctural studio or construction company offieeains strong despite a difficult
market, as evidenced by a net increase of appraeiya00 facilities management accounts during 200@ging our total FM
accounts to approximately 5,700 as of Decembe2@09. By placing such equipment on-site and biltimga per use and per project
basis, the invoice continues to be issued by s$ gsi if the work was produced in one of our cdiad production facilities. The
resulting benefit is the convenience of on-sitedpiction with a pass-through or reimbursable costusiness that many customers
continue to find attractive. Despite the increasEM accounts, sales decreased as the volumertdingriat FM locations

significantly declined due to the current econongaditions described above. As a percentage dfgates, FM sales have increased
to0 19.4% in 2009, compared to 17.3% in 2008.

Equipment and supplies saleEquipment and supplies sales decreased by $8.@mitir 13.2%, over the same period in 2008.
During 2009, the decrease in equipment and supgdiles was due primarily to current economic céonaiit This trend was partially
offset by the operations of UDS, which commencegrations during the third quarter of 2008, andaperations of Shanghai UNIS
Document Printing Co., Ltd., a whollywned subsidiary of UDS which acquired the asse&hanghai Light Business Machines (
Ltd. in July 2009. To date, the Chinese marketdtasvn a preference for owning reprographics equipras opposed to acquiring it
via an or-site services or FM arrangement. Chinese operatiadssales of equipment and supplies of $13.1anilin 2009,
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Gross Profit

During the 12 months ended December 31, 2009, gnusi and gross profit margin decreased to $17&ilRon or 35.5%, compare
to $285.3 million or 40.7% during the same perion@008, on a sales decline of $199.5 million.

The primary driver of the decrease in gross margias the absorption of overhead resulting fromdtberease in sales. Overhead
percentage of sales was 440 basis points high08, as compared to 2008, of which depreciatiehfadility rental were the
primary components and accounted for 320 basigqdiime decrease in margins was also attributakde tincrease in material costs
as a percentage of sales of 160 basis points 8, 2@80compared to 2008. This was primarily duent;merease in lower margin
equipment and supplies sales as a percentageabssdes due to the performance of UDS. Specificiiver margin equipment and
supplies sales comprised 10.7% of total sales @2€ompared to 8.8% in 2008. The decrease in msaxgas partially offset by a
favorable decrease as a percentage of sales of ibor of 80 basis points in 2009, as compare2D@8, that was driven by cost
cutting initiatives that were implemented in 2069ésponse to lower sales.

Selling, General and Administrative Expenses

In 2009, selling, general and administrative expsridecreased by $39.7 million, or 25.7%, over 2008.decrease is primarily due
to the decline in sales and the implementatiorost ceduction programs initiated in response tadéaine in sales. Specifically,
sales personnel compensation decreased by $10i@nmi 2009, compared to 2008, and general andradtrative compensation
decreased by $16.0 million in 2009, compared tB20be decrease in sales compensation, which iesladmmissions, is primarily
attributed to the decline in sales volume explaiakodve, and the decrease in general and administ@mpensation is primarily
due to staff reductions and bonus performance tsrge being met. The cost reduction programs lads@resulted in a decrease in
professional fees, consulting fees, advertising,taavel expenses. These expenses have decreaapgroximately $5.6 million in
2009, as compared to 2008. Also contributing todtberease is a $1.9 million decrease in bad ded#rese in 2009, compared to
2008 as a result of improved collections and bez#us majority of the bad debt expense relatetlgaleterioration of the residential
home building industry was recognized in 2008.

Selling, general and administrative expenses as@ptage of net sales increased from 22.1% in #9@8.9% in 2009 as compared
to 2008, primarily due to the significant declimesiales resulting in unabsorbed administrativescost

On April 22, 2009, we commenced a stock option arge program to allow certain of our employeesofy@ortunity to exchange .
or a portion of their eligible outstanding stockiops for an equivalent number of new, replacenogtions. In connection with the
exchange program, we issued 1,479,250 nonstatstock options with an exercise price of $8.20, ¢tuthe closing price of our
common stock on the New York Stock Exchange on Rtgy2009. Generally, all employees who held optigpen expiration of the
exchange program, other than our board members, eligiible to participate in the program. The numifeshares of our common
stock subject to outstanding options did not chaagje result of the exchange offer. New optionseidsas part of the exchange offer
are subject to a two-year vesting schedule, with 8 the shares subject to an option vesting orotieeyear anniversary of the date
of grant of the replacement option, and the remgii0% of the shares subject to an option vestmtihe second anniversary of the
date of grant of the replacement option. The totlemental cost of the repriced options is apprately $2.4 million, of which

$0.7 million has been recognized in our Consolid&@tatements of Operations for the twelve montliedbecember 31, 2009. For
further information see Note 2 “Summary of Sigrafit Accounting Policies” to our Consolidated FinahStatements.

Amortization of Intangibles

Amortization of intangibles of $11.4 million in 200emained consistent with the amount in prior yke to the fact that acquisition
activity and the size of acquisitions decreasedifigg@ntly since September 30, 2008. In 2009, wiy completed three acquisitions,
as compared to 13 in 2008 and 19 in 2007.

Goodwill Impairment

We assess goodwill for impairment as of SeptembBera®h year, or more frequently if events and ostances indicate that
goodwill might be impaired. We concluded that,hie fbsence of the annual goodwill impairment teste were sufficient indicatc

to require us to perform a goodwill impairment as& as of September 30, 2009. The indicators Wwased on a combination of
factors, including the current economic downturd eevised forecasted future earnings. Based ommomal goodwill impairment
assessment, we recorded an impairment of $37./mil the third quarter of 2009. During the quagaded December 31, 2008,
based on a combination of factors, including thentburrent economic environment, and a significiuline in market capitalizatic
we concluded that there were sufficient indicatoreequire us to perform an interim goodwill impa@nt analysis as of

December 31, 2008. The result of such analysisatedd that eight of our reporting units, six in thated States, one in Canada, and
one in the United Kingdom had an impairment of geitid Accordingly, we recorded a pretax, non-cablarge for the year ended
December 31, 2008 to reduce the carrying valueotlgill by $35.2 million.

See Note 2 “Summary of Significant Accounting Pielt to our Consolidated Financial Statements @iothier information.
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Impairment of Long-Lived Assets

Our operating segments are being negatively imgdzyehe drop in commercial and residential cortsion resulting from the
current economic downturn. Before assessing oudgiiofor impairment, we evaluated the long-livessats of our operating
segments for impairment. Based on this assessmertdetermined that there was an impairment of loregt assets of our operating
segment in the United Kingdom. Accordingly, we neleml a pretax, non-cash charge in 2009 to reducedirying value of other
intangible assets by $0.8 million. See Note 2 “Swamynof Significant Accounting Policies” to our Cattislated Financial Statements
for further information.

Other Income

Other income of $0.5 million for the twelve mont#irsded December 31, 2008 was primarily relatedecsdie of the Auto Desk sal
department of our Imaging Technologies Servicesaipg) segment. In 2009, we have not sold any deyaats, hence the decrease
in other income.

Interest Expense, Net

Net interest expense was $25.8 million in 2009, garad with $25.9 million in 2008. The slight deseds primarily due to ot

reduction of our principal balances of bank debpital leases and seller notes payable which waslynaffset by additional interest
expense due to the cost of amending our crediitfaand interest rate swap transaction in the toguarter of 2009. Our total debt
has decreased by over $86.0 million in 2009. Owarast expense in 2009 includes a $0.8 million egpalue to the amendment to
our interest rate swap (“Swap Transaction”) an@ $illion related to fees to amend our credit ffcih the fourth quarter of 2009.

Income Taxes

Our effective income tax rate in 2009 was primairiypacted by the impairment of goodwill relatedstock acquisitions in prior
years. The goodwill and lo-lived asset impairment of $38.2 million resultachitax benefit of $7.5 million, a 19.6% benefihi§
was due to that $17.5 million of the impairmentrges related to stock basis goodwill, which istaatdeductible until the stock is
disposed of and is treated as a permanent itefinfoncial reporting purposes. Additionally, $0.6lon of impairment related to
goodwill in Canada, which is not tax deductible @anadian tax purposes, contributed to the negatipact on our effective tax ra
in 2009.

Barring discrete items and impairments, our effecihcome tax rate increased to 40.1% in 2009, f880% in 2008. This increase
is primarily due to a lower federal tax benefiratation to our domestic production activities detthn in 2009 as allowed by Inten
Revenue Code Section 199. The amount of deductidmedated tax benefit is directly impacted by expected federal taxable
income for the fiscal year 2009, which has dropgigdificantly in light of the recent decrease ifesaand the corresponding pretax
income.

Noncontrolling Interest

Net loss attributable to noncontrolling interegiresents 35% of the loss attributable to UDS, chin€se operations, whic
commenced operations on August 1, 2008.

Net (Loss) Income Attributable to ARC

Net loss attributable to ARC was $14.9 million 008, as compared to net income attributable to ARE36.8 million in 2008. Th
decrease is primarily due to the decrease in salégross margins, partially offset by the decréaselling, general and
administrative expenses described above.

EBITDA

EBITDA margin decreased to 12.7% in 2009, as corpé&r 19.1% in 2008. EBITDA margin in 2009 compa2808 was negative
impacted primarily due to the decrease in grosftpexcluding the impact of depreciation, and therease in selling, general and
administrative expenses as a percentage of sadesiuid above. Excluding the impact of the non-&&h4 million goodwill
impairment and $0.8 million long-lived assets impent charges, our adjusted EBITDA margin was 20r32009.
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Quarterly Results of Operations

The following table sets forth certain quarterlydincial data for the eight quarters ended Dece®be2010. This quarterly
information has been prepared on the same batiie @annual financial statements and, in our opiniefiects all adjustments,
necessary for a fair presentation of the infornmafar periods presented. Operating resul