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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended September 30, 2014

or

(| TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number: 001-32407

ARC DOCUMENT SOLUTIONS, INC.

(Exact name of Registrant as specified in its Chagr)

Delaware 20-1700361
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)

1981 N. Broadway, Suite 385
Walnut Creek, California 94596
(925) 949-5100

(Address, including zip code, and telephone numbemcluding area code, of Registrant’s principal exeutive offices)

Indicate by check mark whether the registrant € filed all reports required to be filed by Seati or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been subjec
to such filing requirements for the past 90 day¥es No O

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥ab site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T (§ 232.405 of thispthg) during the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Y&s No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definitions of “large accelerdited” “accelerated filer” and “smaller reportirmmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated filer [ Accelerated filer

Non-accelerated filer O (Do not check if a smaller reporting company) aBer reporting company O
Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Actyes [ No

As of October 31, 2014 , there were 46,723,728eshaf the issuer’'s common stock outstanding.
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FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains statémé¢hat are “forward-looking statementsithin the meaning of the Private Securi
Litigation Reform Act of 1995. When used in thisrfo10-Q, the words “believe,” “expect,” “anticipdte'estimate,” “intend,” “plan,”
“project,” “target,” “likely,” “will,” “would,” “co uld,” and variations of such words and similar expressamthey relate to our manageme!
to ARC Document Solutions, Inc. (the “Company”) anéended to identify forward-looking statementhe$e forwardeoking statemen
involve risks and uncertainties that could causaaaesults to differ materially from those conf@ated herein. We have described in Pa
Item 1A-“Risk Factors”a number of factors that could cause our actuallieso differ from our projections or estimatehese factors ai
other risk factors described in this Form QQCare not necessarily all of the important factbet could cause actual results to differ mates
from those expressed in any of our forw#rdking statements. Other unknown or unpredictabletors also could harm our rest
Consequently, there can be no assurance that thal aesults or developments anticipated by us kallrealized or, even if substantii
realized, that they will have the expected conseces to, or effects on, us. Given these uncerésintiou are cautioned not to place ur
reliance on such forward-looking statements.

Except where otherwise indicated, the statementdenrathis Form 1@ are made as of the date we filed this report With Securities at
Exchange Commission and should not be relied umoofaany subsequent date. All future written andbakforwardlooking statemen
attributable to us or any person acting on our lbelna expressly qualified in their entirety by tt@utionary statements contained or referr
in this section. We undertake no obligation, anécffirally disclaim any obligation, to publicly upte or revise any forwardoking
statements, whether as a result of new informafistuye events or otherwise. You should, howevensailt further disclosures we make
future filings of our Forms 10-K, Forms 10-Q, amatfas 8-K, and any amendments thereto, as well apromy statements.




PART I—FINANCIAL INFORMATION

Item 1. Condensed Consolidated Financial Statements

ARC DOCUMENT SOLUTIONS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)

(In thousands, except per share data)
Assets
Current assets:

Cash and cash equivalents

Accounts receivable, net of allowances for accoumtgivable 02,507 and $2,517

Inventories, net
Deferred income taxes
Prepaid expenses
Other current assets
Total current assets

Property and equipment, net of accumulated depieciaf $215,606 and $206,636

Goodwill
Other intangible assets, net
Deferred financing fees, net
Deferred income taxes
Other assets
Total assets
Liabilities and Equity
Current liabilities:
Accounts payable
Accrued payroll and payroll-related expenses
Accrued expenses
Current portion of long-term debt and capital lsase
Total current liabilities
Long-term debt and capital leases
Deferred income taxes
Other long-term liabilities
Total liabilities
Commitments and contingencies (Note 7)
Stockholders’ equity:
ARC Document Solutions, Inc. stockholders’ equity:

Preferred stock, $0.001 par value, 25,000 shart®ared;0 shares issued and outstanding

September 30,

December 31,

Common stock, $0.001 par value, 150,000 sharesazdil; 46,790 and 46,365 shares issued and

46,721 and 46,320 shares outstanding
Additional paid-in capital
Retained deficit
Accumulated other comprehensive income

Less cost of common stock in treasi69, and 45 shares
Total ARC Document Solutions, Inc. stockholdersligg

Noncontrolling interest
Total equity
Total liabilities and equity

2014 2013
$ 24,83 $ 27,36
64,05¢ 56,32¢
16,16" 14,04"
347 35¢€
5,20¢ 4,32
3,46¢ 4,01:
114,07¢ 106,43(
59,51 56,18
212,60t 212,60t
24,68: 27,85¢
2,57¢ 3,242
97€ 1,18¢
2,35¢ 2,41¢
$ 416,79: $ 409,92
$ 25427 $ 23,36:
14,73: 11,49’
23,36¢ 21,36¢
11,39: 21,50
74,92: 77,72
194,23 198,22t
33,11( 31,66
3,05¢ 3,16:
305,33 310,78
46 46
109,69 105,80¢
(5,026) (14,629
22¢ 634
104,93¢ 91,85¢
31¢ 16¢€
104,62 91,69(
6,841 7,44¢
111,46 99,13¢
$ 416,79: $ 409,92




The accompanying notes are an integral part ottbeadensed consolidated financial statements.
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ARC DOCUMENT SOLUTIONS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share data)
Service sales
Equipment and supplies sales
Total net sales
Cost of sales
Gross profit
Selling, general and administrative expenses
Amortization of intangible assets
Restructuring expense
Income from operations
Other income
Loss on extinguishment of debt
Interest expense, net
Income before income tax provision
Income tax provision
Net income (loss)
Loss (income) attributable to noncontrolling intgre

Net income (loss) attributable to ARC Document
Solutions, Inc. shareholders

Earnings (loss) per share attributable to ARC Dagnim
Solutions, Inc. shareholders:

Basic
Diluted
Weighted average common shares outstanding:

Basic
Diluted

(Unaudited)

Three Months Ended

Nine Months Ended

September 30, September 30,
2014 2013 2014 2013

$ 94,42¢ $ 88,83( $ 279,55! $ 268,25¢
12,38 12,42: 36,60 37,65:
106,80° 101,25: 316,16: 305,91(
70,58¢ 68,37: 206,79¢ 205,04(
36,22 32,88( 109,36¢ 100,87(
26,33: 24,01¢ 80,72( 72,68:
1,49 1,61( 4,49¢ 5,05¢
11 657 765 1,76¢
8,38¢ 6,594 23,38 21,36¢
(22) (29 (71) (86)
347 262 347 262
3,78( 5,89¢ 11,631 18,01:
4,27¢ 462 11,46¢ 3,17¢
65¢ 79C 1,93( 1,94¢
3,62( (328 9,53¢ 1,23:
41 (122) 64 (54E)
$ 3,661 $ (450 ¢ 9,60z $ 687
$ 0.0¢ $ (0.01) $ 021 $ 0.01
$ 0.0¢ $ (0.01) $ 020 $ 0.01
46,33¢ 45,97¢ 46,19¢ 45,88(
47,01t 45,97¢ 46,85¢ 45,94

The accompanying notes are an integral part oktheadensed consolidated financial statements.




ARC DOCUMENT SOLUTIONS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,

(In thousands) 2014 2013 2014 2013
Net income (loss) $ 3,62 $ (32¢) ¢ 9,53¢ $ 1,23:
Other comprehensive (loss) income, net of tax

Foreign currency translation adjustments (42¢) 38t (463) 25¢
Other comprehensive (loss) income, net of tax (42¢) 38t (46%) 25¢
Comprehensive income 3,19: 57 9,07¢ 1,491
Comprehensive (loss) income attributable to norrodiimtg
interest (43) 182 (122) 757
Comprehensive income (loss) attributable to ARC uboent
Solutions, Inc. shareholders $ 323 % (129) $ 9,197 $ 734

The accompanying notes are an integral part ottbeadensed consolidated financial statements.




ARC DOCUMENT SOLUTIONS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF EQUITY

ARC Document Solutions, Inc. Shareholders

(Unaudited)

Common Stock

Accumulated

Additional Common
Par Paid-in Retained Comprehensive Stock in Noncontrolling

(In thousands, except per share data) Shares Value Capital Earnings Treasury Interest Total
Balance at December 31, 2012 4627: $ 46 $ 102,51 $ 69E 68 $ 44) $ 6,941 $ 110,83
Stock-based compensation 5C — 2,04¢ — — — — 2,04¢
Issuance of common stock under
Employee Stock Purchase Plan 4 — 13 — — — — 13
Treasury shares 28 — — — — (90) — (90)
Dividends paid to noncontrolling
interest — — — — — — (48E) (48E)
Comprehensive income:

Net income — — — 687 — — 54E 1,232

Foreign currency translation

adjustments — — — — 47 — 212 25¢€
Comprehensive income 1,491
Balance at September 30, 2013 46,35¢ $ 46 $ 10457, $ 1,382 73€  $ (134 $ 7,21 $ 113,81t

ARC Document Solutions, Inc. Shareholders
Common Stock Accumulated
Additional Common
Par Paid-in Retained Comprehensive Stock in Noncontrolling

(In thousands, except per share data) Shares Value Capital Deficit Income (Loss) Treasury Interest Total
Balance at December 31, 2013 46,36 $ 46 $ 105,80t $ (14,629 $ 634 $ (168) $ 744¢ $  99,13¢
Stock-based compensation 174 — 2,61¢ — — — — 2,61¢
Issuance of common stock under
Employee Stock Purchase Plan 11 — 65 — — — — 65
Stock options exercised 21¢ — 1,201 — — — — 1,201
Treasury shares 24 — — — — (157) — (151)
Dividends paid to noncontrolling
interest — — — — — — (48€) (48€)
Comprehensive income:

Net income (loss) — — — 9,60z — — (64) 9,53¢

Foreign currency translation

adjustments — — — — (405) — (59) (469%)
Comprehensive income 9,07¢
Balance at September 30, 2014  46,79C $ 46 $ 109,69( $ (5,026 22¢ % (319 $ 6,841 $ 111,46:

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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ARC DOCUMENT SOLUTIONS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

(In thousands)

Cash flows from operating activities
Net income (loss)

Adjustments to reconcile net income (loss) to meshcprovided by operating activities:

Allowance for accounts receivable
Depreciation
Amortization of intangible assets
Amortization of deferred financing costs
Amortization of discount on long-term debt
Stock-based compensation
Deferred income taxes
Deferred tax valuation allowance
Restructuring expense, non-cash portion
Loss on early extinguishment of debt
Other non-cash items, net
Changes in operating assets and liabilities:
Accounts receivable
Inventory
Prepaid expenses and other assets
Accounts payable and accrued expenses
Net cash provided by operating activities
Cash flows from investing activities
Capital expenditures
Payments related to business acquisitions
Other
Net cash used in investing activities
Cash flows from financing activities
Proceeds from stock option exercises
Proceeds from issuance of common stock under Erapl8&yock Purchase Plan
Share repurchases, including shares surrenderéaxfavithholding
Proceeds from borrowings on long-term debt agreénen
Payments of debt extinguishment costs
Early extinguishment of long-term debt
Payments on long-term debt agreements and cagitse$
Net repayments under revolving credit facilities
Payment of deferred financing costs
Dividends paid to noncontrolling interest
Net cash used in financing activities
Effect of foreign currency translation on cash hats
Net change in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental disclosure of cash flow information
Noncash investing and financing activities
Capital lease obligations incurred
Contingent liabilities in connection with businessjuisitions

Three Months Ended

Nine Months Ended

September 30, September 30,
2014 2013 2014 2013
$ 3620 $ (328 $ 953 $ 1,23
197 10¢ 444 551
7,03¢ 7,05¢ 21,06: 21,034
1,497 1,61(C 4,49¢ 5,05¢
19C 27C 587 831
207 16¢ 65€ 50C
95¢€ 72¢ 2,61¢ 2,04¢
2,10(¢ 182 6,272 91¢€
(1,615 38€ (4,652) 56(
— 7C — 363
347 262 347 262
(401) (68) (337) (369
(930 4,491 (8,429 (7,35¢)
(142) 441 (2,079 721
(94€) (1,107 (309) 1,98¢
3,192 5,74t 6,81¢ 11,66¢
15,31: 20,01¢ 37,04¢ 40,01(
(3,430) (4,819 (10,027 (14,85¢)
— — (342 —
10t 83 50¢ 622
(3,325 (4,73) (9,869 (14,239
191 — 1,201 —
17 4 65 13
— — (151 (90)
— — — 40z
— (6€) — (66)
(5,000 (7,000 (12,500 (7,000
(5,497) (2,98¢) (16,43 (9,395
(532) (22¢) (82€) (43€)
— — (454) —
(48¢€) (48E) (48¢) (48E)
(11,307 (10,769 (29,590 (17,059
(50) 152 (122) 31€
62¢ 4,67 (2,527) 9,03:
24,20¢ 32,37 27,36: 28,02
$ 2483 $ 37,05« $ 2483t $ 37,05
$ 5506 $ 2497 $ 1490¢ $ 6,737
$ 18¢ $ — $ 111 % —



The accompanying notes are an integral part ottbeadensed consolidated financial statements.
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ARC DOCUMENT SOLUTIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(In thousands, except per share data or where othetise noted)
(Unaudited)

1. Description of Business and Basis of Presentatio

ARC Document Solutions, Inc. (“ARC Document Solagg “ARC” or the “Company”)s the nation's leading document solutions provfde
the architectural, engineering and construction5CR) industry while also providing document solutiondbteinesses of all types. ARC oft
a variety of services including: Onsite Servicemifal Services, Color Services, and TraditionapRgraphics Services. In addition, ARC
sells Equipment and Supplies. The Company condisctgerations through its whollgwned operating subsidiary, ARC Document Solut
LLC, a Texas limited liability company, and its iafftes.

Basis of Presentatio

The accompanying interim Condensed Consolidatedri€ial Statements are prepared in accordance withuating principles genera
accepted in the United States of America (“GAARS) interim financial information and in conformityith the requirements of the SEC.
permitted under those rules, certain footnotestberofinancial information required by GAAP for cphate financial statements have b
condensed or omitted. In managemsmpinion, the accompanying interim Condensed Qafeted Financial Statements presented refle
adjustments of a normal and recurring nature ttenacessary to fairly present the interim CondeérGensolidated Financial Statements.
material intercompany accounts and transactiong leen eliminated in consolidation. The operatesuits for the three and nimeonth:
ended September 30, 2014 are not necessarily thaiaz the results that may be expected for the ymding December 31, 2014 .

The preparation of financial statements in conftymwith GAAP requires management to make estimata$ assumptions that affect
amounts reported in the interim Condensed Congelid&inancial Statements and accompanying notes.Cldmpany evaluates its estimi
and assumptions on an ongoing basis and reliesstoribal experience and various other factors thaelieves to be reasonable under
circumstances to determine such estimates. Actsallts could differ from those estimates, and sliffarences may be material to the inte
Condensed Consolidated Financial Statements.

These interim Condensed Consolidated Financialetants and accompanying notes should be read jjimmtion with the consolidat:
financial statements and notes included in the Gomis 2013 Form 10-K.

Recent Accounting Pronounceme

In May 2014, the Financial Accounting Standardsd&ASB”) issued Accounting Standards Update (&8$2014-09 which supersedes -
existing revenue recognition requirements in “RemefRecognition (Topic 605).The new guidance requires entities to recognizemes
when promised goods or services are transferremistomers in an amount that reflects the considerdhat is expected to be receives
exchange for those goods or services. ASU 28 4s effective for annual reporting periods begignafter December 15, 2016, includ
interim periods within that reporting period. Easlgloption is not permitted. The Company is curkeintithe process of evaluating the impac
the adoption of ASU 2014-09 on its condensed casigd financial statements.

In April 2014, the FASB issued ASU 2008. The new guidance raises the threshold for poda to qualify as a discontinued operation
requires new disclosures of both discontinued djmra and certain other disposals that do not rieetlefinition of a discontinued operati
It is effective for annual periods beginning onafter December 15, 2014. Early adoption is permtittet only for disposals that have not t
reported in financial statements previously issugte Company is currently in the process of evalgathe impact of the adoption on
condensed consolidated financial statements.

In March 2013, the FASB issued ASU 2003- The new guidance covers the accounting formautative translation adjustment on the pa
entity upon deecognition of a subsidiary or group of assets wvith foreign entity. This new guidance require< tie parent release ¢
related cumulative translation adjustment intoinebme only if the sale or transfer results in toenplete or substantially complete liquida
of the foreign entity in which the subsidiary oogp of assets had resided. The adoption of ASU -BB1Bad no impact to the Compasy’
condensed consolidated financial statements.

Segment Reporting

The provisions of Accounting Standards CodificatithSC") 280, Disclosures about Segments of an Enterprise andt&elinformation,
require public companies to report financial andadiptive information about their reportable opergtsegments. The Company identi
operating segments based on the various busintgiies that earn revenue and incur expense armbe/loperating results are reviewed by
Company's Chief Executive Officer, who is the Compa chief operating decision
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maker. Because its operating segments have simpiladucts and services, classes of customers, pioduprocesses and econo
characteristics, the Company is deemed to opesatesangle reportable segment.

Net sales of the Compa’s principal services and products were as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013

Service Sales
Onsite service® $ 34,95( $ 30,99C $ 100,44: $ 90,54.
Traditional reprographics 28,19¢ 28,90" 86,70: 88,98:
Color 22,86¢ 20,63¢ 67,18 63,38¢
Digital 8,411 8,29t 25,22¢ 25,34¢

Total services sales 94,42¢ 88,83( 279,55! 268,25¢
Equipment and supplies sales 12,38: 12,42 36,60 37,65:

Total net sales $ 106,80 $ 101,25: $ 316,16. $ 305,91

(1) Represents work done at the Company’s custsitesy which includes Managed Print Services (“MR8id Facilities Management
(“FMH).

Risk and Uncertaintie

The Company generates the majority of its revemomn fsales of services and products to the AEC indu#s a result, the Comparsy’
operating results and financial condition can kgnidicantly affected by economic factors that imfice the AEC industry, such as non
residential construction spending, GDP growth, rigge rates, unemployment rates, and office vacaatgs. Reduced activity (relative
historic levels) in the AEC industry would diminislemand for some of AR€'services and products, and would therefore nedataffec
revenues and have a material adverse effect busisess, operating results and financial condition

As part of the Compang’growth strategy, ARC intends to continue to offied grow a variety of service offerings that alatively new to th
Company. The success of the Company’s efforts béllaffected by its ability to acquire new custominsthe Company new servic
offerings, as well as to sell the new service a@fiigs to existing customers. The Companiriability to successfully market and execute ¢
relatively new service offerings could significgndffect its business and reduce its long term meee resulting in an adverse effect or
results of operations and financial condition.

2. Earnings per Share

The Company accounts for earnings per share inréaooe with ASC 260Earnings Per ShareBasic earnings per share is compute:
dividing net income attributable to ARC by the waied-average number of common shares outstanding fopehied. Diluted earnings [
share is computed similar to basic earnings peresbacept that the denominator is increased taideclthe number of additional comn
shares that would have been outstanding if comnhanes subject to outstanding options and acquisitights had been issued and if
additional common shares were dilutive. Commonkstguivalents are excluded from the computatiothéir effect is antdilutive. For th
three and nine months ended September 30, 20b4k sptions for 1.7 milliorcommon shares were excluded from the calculatiodilofec
net income attributable to ARC per common sharebse they were anti-dilutive. For the three ana months ended September 30, 2013
stock options for 2.2 million and 3.6 millia@mommon shares, respectively, were excluded froncaheulation of diluted net income attribute

to ARC per common share because they were antixilu

Basic and diluted earnings per share for the threknine months ended September 30, 2014 and \&64de3 calculated using the followi
common shares:
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Three Months Ended Nine Months Ended

September 30, September 30,
2014 2013 2014 2013
Weighted average common shares outstanding—basic 46,33¢ 45,97¢ 46,19¢ 45,88(
Effect of dilutive impact on equity-based compeiwsatwards 677 — 661 67
Weighted average common shares outstanding—diluted 47,01* 45,97¢ 46,85¢ 45,94

3. Restructuring Expenses

To ensure that the Compasytosts and resources were in line with demandtgocurrent portfolio of services and products, agemer
initiated a restructuring plan in the fourth quamé 2012. Restructuring activities associated with plan concluded in the fourth quarte
2013. Through December 31, 2013 , the restructyiag included the closure or downsizing of 56 ke Companys service centers, whi
represented more than 258bits total number of service center locationsatidition, as part of the restructuring plan, th@empany reduce
headcount and middle management associated witbeitgce center locations, streamlined the senpmrational management team,
allocated more resources into growing sales caiegsuch as Onsite services. The reduction in leeeddotaled approximately 300 fulmne
employees, which represented approximately 10%hef@ompany’s total workforce. To date, the Comphag incurred $6.6 milliorof
expense related to its restructuring plan.

Restructuring expenses include employee terminatasts, estimated lease termination and obligatasts, and other restructuring exper
Restructuring expenses for the three and nine rsagrtded September 30, 20ddmarily consisted of revised estimated lease iation ani
obligation costs resulting from facilities closed2013.

The following table summarizes restructuring exgsriacurred in the three and nine months endece8dyatr 30, 2014 and 2013 :

Nine Months Ended September

Three Months Ended September 3( 30,
2014 2013 2014 2013
Employee termination costs $ — 3 1 3 — 3 12
Estimated lease termination and obligation costs 7 39t 54C 1,361
Other restructuring expenses 4 261 22¢ 392
Total restructuring expenses $ 11 $ 657 $ 765 $ 1,765

The changes in the restructuring liability from Bether 31, 2013 through September 30, 2014 are stirgtas follows:

Nine Months Ended
September 30, 2014

Balance, December 31, 2013 $ 53¢
Restructuring expenses 765
Payments (1,199

Balance, September 30, 2014 $ 11C

4. Goodwill and Other Intangibles Resulting from Bisiness Acquisitions
Goodwill

In connection with acquisitions, the Company appliee provisions of ASC 80Business Combinationsusing the acquisition method
accounting. The excess purchase price over thesebéair value of net tangible assets and idabt#iintangible assets acquired is record:
goodwill.

In accordance with ASC 35Mtangibles—Goodwill and Otherthe Company assesses goodwill for impairment alijnas of September &
and more frequently if events and circumstancega@td that goodwill might be impaired. At SeptemB8r 2014, the Company performec
assessment and determined that goodwill was ndairegh

Goodwill impairment testing is performed at theadmg unit level. Goodwill is assigned to repogianits at the date the goodwill is initie
recorded. Once goodwill has been assigned to liegarhits, it no longer retains its associationhvatparticular
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acquisition, and all of the activities within a ogpng unit, whether acquired or internally genecatare available to support the value o
goodwill.

Goodwill impairment testing is a twstep process. Step one involves comparing thevddiie of the reporting units to its carrying amouhthe
carrying amount of a reporting unit is greater tlzano and its fair value is greater than its cagyamount, there is no impairment. If
reporting units carrying amount is greater than the fair valbe,decond step must be completed to measure thentiwfoimpairment, if an'
Step two involves calculating the implied fair valof goodwill by deducting the fair value of alhtible and intangible assets, excluc
goodwill, of the reporting unit from the fair valwé the reporting unit as determined in step ortee implied fair value of goodwill determin
in this step is compared to the carrying value addyvill. If the implied fair value of goodwill iseks than the carrying value of goodwill,
impairment loss is recognized equal to the diffeeen

The Company determines the fair value of its repgrtinits using an income approach. Under the ircapproach, the Company determ
fair value based on estimated discounted futuré fasvs of each reporting unit. The cash flows digcounted by an estimated weightec
average cost of capital, which is intended to mftee overall level of inherent risk of a repogtinnit. Determining the fair value of a repori
unit is judgmental in nature and requires the dsagmificant estimates and assumptions, includawgnue growth rates and EBITDA marg
discount rates and future market conditions, amathgrs. The Company considered market informatioasisessing the reasonableness ¢
fair value under the income approach outlined above

Given the current economic environment, the chapglocument and printing needs of the Compamgustomers, and the uncertair
regarding the related impact on the Comparbusiness, there can be no assurance that theatstiand assumptions made for purposes
Company’s goodwill impairment testing in 2014 willove to be accurate predictions of the futureh&f Companys assumptions, includil
forecasted EBITDA of certain reporting units, ac¢ achieved, the Company may be required to readditional goodwill impairment charc
in future periods, whether in connection with thenpanys next annual impairment testing in the third geraof 2015, or on an interim ba:
if any such change constitutes a triggering evasitdefined under ASC 35Mtangibles—Goodwill and Othdroutside of the quarter when
Company regularly performs its annual goodwill innpeent test. It is not possible at this time toedstine if any such future impairment che
would result or, if it does, whether such chargelldde material.

There was no change to the carrying amount of gdbfitam January 1, 2013 through September 30, 2014

Longlived Assets

The Company periodically assesses potential impaitsnof its long-lived assets in accordance withghovisions of ASC 36(Accounting fo
the Impairment or Disposal of Long-lived Assefs impairment review is performed whenever evemtshanges in circumstances indicate
the carrying value of the assets may not be reafer The Company groups its assets at the lowest for which identifiable cash flows
largely independent of the cash flows of the ottsmets and liabilities.

Factors considered by the Company include, buthatdimited to, significant underperformance ralatito historical or projected operat
results; significant changes in the manner of dsd@®acquired assets or the strategy for the demainess; and significant negative indu
or economic trends. When the carrying value ofreydeved asset may not be recoverable based uporxibteece of one or more of the ab
indicators of impairment, the Company estimatedihgre undiscounted cash flows expected to résuth the use of the asset and its evel
disposition. If the sum of the expected future sndunted cash flows and eventual disposition is tlean the carrying amount of the assel
Company recognizes an impairment loss. An impaitress is reflected as the amount by which theyaagramount of the asset exceeds
fair value of the asset, based on the fair valaevilable, or discounted cash flows, if fair vais@ot available.

Other intangible assets that have finite lives ar®rtized over their useful lives. Customer reladltips are amortized using the accelel
method, based on customer attrition rates, over #stimated useful lives of 13 (weighted averagears. The Company acquirdiiree
businesses during the nine months ended Septerab@034 and recorded customer relationship intdegibf $1.4 millionrelated to th
acquisitions. Consideration for the purchase of ttiree businesses included cash payments of $di®mmfor the nine months end
September 30, 2014 , and earnout liabilities oR$illion and $1.1 million for the three and nineomths ended September 30, 2014
respectively. The Company's requirement to payetlegnout liabilities is contingent upon the futfir@ncial growth of the threacquiret
businesses.
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The following table sets forth the Company’s otlimtangible assets resulting from business acqoisitias of September 30, 20&4c
December 31, 2013 which continue to be amortized:

September 30, 2014 December 31, 2013
Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Amount Amortization Amount Amount Amortization Amount
Amortizable other intangible assets
Customer relationships $ 99,03: $ 74,89: $ 24,14 $ 97,77 % 70,49 % 27,28(
Trade names and trademarks 20,36¢ 19,82¢ 541 20,37t 19,79¢ 57€

$ 119,40: $ 94,72(  $ 24,68: $ 118,15 $ 90,29¢ $ 27,85¢

Based on current information, estimated future diretion expense of amortizable intangible assetdhfe remainder of the 20%i4cal yeat
each of the subsequent four fiscal years and tfiereae as follows:

2014 (excluding the nine months ended Septembe2(BIRL) $ 1,47:
2015 5,531
2016 4,72¢
2017 4,18(
2018 3,781
Thereafter 4,98¢

$ 24,68:

5. Income Taxes

On a quarterly basis, the Company estimates iecte tax rate for the full fiscal year and recedquarterly income tax provision base:
the anticipated rate in conjunction with the redtign of any discrete items within the quarter.

The Company recorded an income tax provision of $llion and $1.9 million in relation to pretaxcame of $4.3 million an11.5 millior
for the three and nine months ended September@D4 2 respectively. The income tax provision was pritgadue to the impact
amortization of tax basis goodwill in a deferrex liability position.

In accordance with ASC 740-1Bcome Taxesthe Company evaluates its deferred tax assetst@ymine if a valuation allowance is requ
based on the consideration of all available evidarging a “more likely than nostandard, with significant weight being given tadence the
can be objectively verified. This assessment camnsijchmong other matters, the nature, frequencysawerity of current and cumulative los:
forecasts of future profitability; the length ofasitory carryover periods for operating losses &nd credit carryovers; and available
planning alternatives. As of June 30, 2011, the gamy determined that cumulative losses for the qutieg twelve quarters constitu
sufficient objective evidence (as defined by AS©®-10) that a valuation allowance on certain deteassets was needed. AsSefptember 3
2014 , the Company has a $80.9 million valuatidovednce against certain of its deferred tax assets.

Based on the Company’s assessment, the remaintndefezred tax assets of $1.3 million as of Septn30, 2014 which relate to foreic
entities, are considered more likely than not tadatized. The valuation allowance of $80.9 milllnay be increased or decreased as cond
change or if the Company is unable to implementageravailable tax planning strategies. The retibnaof the Companyg net deferred t:
assets ultimately depend on future taxable incomeeersals of existing taxable temporary differenceshrough a loss carry back. 1
Company has income tax receivables of $0.2 milisrof September 30, 201dcluded in other current assets in its condensedalidate
balance sheet primarily related to income tax rééufior prior years.
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6. Long-Term Debt
Long-term debt consists of the following:

September 30,

2014 December 31, 2013
Term loan credit agreement maturing 2018, net @irmal issue discount of$3,135and $4,000 6.25%
interest rate at September 30, 2014 and Decenibh@033, respectively. $ 176,86' $ 196,00(
Various capital leases; weighted average intera® of 7.0% and 7.5% at September 30, 2014 ¢
December 31, 2013, respectively; principal andregepayable monthly through November 2019 27,56 21,51¢
Borrowings from foreign revolving credit facilitie).6% interest rate at September 30, 2014
December 31, 2013 971 1,811
Various other notes payable with a weighted avenaigeest rate 06.5% and 6.4% at September 30, 2!
and December 31, 2013, respectively; principaliatetest payable monthly through June 2016 23¢ 401

205,63: 219,72¢
Less current portion (11,399 (21,500

$ 194,23¢ $ 198,22t

Term Loan Credit Agreement

On December 20, 2013, the Company entered intara Tean Credit Agreement (the “Term Loan Credit égment”)among the Company,
borrower, JPMorgan Chase Bank., N.A, as adminiggagent and as collateral agent, and the lenmiatyg thereto.

The credit facility provided under the Term Loaredit Agreement consists of an initial term loanilfgcof $200.0 million, the entirety ¢
which was disbursed in order to pay for the purehaisthe Company's then outstanding 10.5% seniseaured notes due 2016 (the “Nojes’
that were accepted under a cash tender offer andubsequent redemption of the remaining outstgndibtes and to pay associated fees
expenses in connection with the cash tender offdrrademption. The Company has the right to reguestases to the aggregate amou
term loans by an amount not to exceed $50.0 milliathe aggregate.

The Term Loan Credit Agreement maturity date, wehpect to the initial $200.0 millioierm loan, is December 20, 2018. Under the ~
Loan Credit Agreement, the Company is required &kenregularly scheduled principal payments of $iion each quarter, with &
remaining unpaid principal due at maturity. Durithge nine months ended September 30, 20t Company made its scheduled princ
payments of $7.5 million and voluntarily prepaid2$ million of its scheduled principal payments diu®ugh December 31, 2015.

The term loan extended under the Term Loan CregiieAment can be maintained in different tranchesisting of Eurodollar loans or as b
rate loans. It is expected that the borrowings umicke Term Loan Credit Agreement will be maintainedurodollars and therefore will b
interest, for any interest period, at a rate peuamequal to (i) the higher of (A) the LIBOR rate fJ.S. dollar deposits for a period equal tc
applicable interest period as determined by theimidtrative agent in accordance with the Term L@aadit Agreement and (B) with respec
the initial term loans only, 1.00% , plus (ii) aopéicable margin of 5.25% .

The Company pays certain recurring fees with resjoethe credit facility, including administratidees to the administrative agent.

In accordance with the Term Loan Credit Agreemtiret,Company is required to maintain an Interesteagp Coverage Ratio (as defined ir
Term Loan Credit Agreement) greater than or equd.00:1.00 as of the end of each fiscal quarter. In tafdi the Company is required
maintain a Total Leverage Ratio less than or etpuél) 4.50 :1.00 for any fiscal quarter endingathgh December 31, 2014; (ii) 4.2b.00 fo
any fiscal quarter ending between March 31, 20kbRe&cember 31, 2015; (iii) 4.00.00 for any fiscal quarter ending between MarthZ91¢
and December 31, 2016; (iv) 3.75 :1.00 for anyalispiarter ending between March 31, 2017 and Deeefib 2017; and (v) 3.5Q.00 for an
fiscal quarter ending March 31, 2018 and thereaftee Company was in compliance with the Term LGaedit Agreement covenants a:
September 30, 2014 .

Subject to certain exceptions, the term loan exddnghder the Term Loan Credit Agreement is sulifpciustomary mandatory prepayn
provisions with respect to: the net cash proceesn tertain asset sales; the net cash proceedscEdain issuances
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or incurrences of debt (other than debt permittebdet incurred under the terms of the Term Loan i€fsgteement); a portion (with stepdov
based upon the achievement of a financial covelivdad to the total leverage ratio) of annual exceash flow of the Company and certai
its subsidiaries, and with such required prepaynaembunt to be reduced dollar-fdollar by the amount of voluntary prepayments om
loans made with internally generated funds; and, rtht cash proceeds in excess of a certain amoomt ihsurance recovery (other tl
business interruption insurance) and condemnatients of the Company and certain of its subsidsasebject to certain reinvestment rights.

The Term Loan Credit Agreement contains customapresentations and warranties, subject to limitatiand exceptions, and custon
covenants restricting the ability (subject to vasaexceptions) of the Company and certain of itsigliaries to: incur additional indebtedr
(including guarantee obligations); incur liens; agg in mergers or other fundamental changes; eghin property or assets; pay dividend
other distributions; consummate acquisitions; mkestments, loans and advances; prepay certagbiadness; change the nature of
business; engage in certain transactions withia##; and, incur restrictions on the ability o ompanys subsidiaries to make distributic
advances and asset transfers.

The Term Loan Credit Agreement contains customasnts of default, including with respect to: nonpeyt of principal, interest, fees
other amounts; material inaccuracy of a representatr warranty when made; failure to perform os@lve covenants; crosiefault to othe
material indebtedness; bankruptcy and insolven@nisy inability to pay debts; monetary judgmentadéif; actual or asserted invalidity
impairment of any definitive loan documentationganchange of control.

The obligations of the Company under the Term L&aadit Agreement are guaranteed by each UniteceStddmestic subsidiary of
Company. The Term Loan Credit Agreement and argrést rate protection and other hedging arrangenpeovided by any lender party to
Senior Secured Credit Facilities or any affiliate such a lender are secured on a first priorityidbdy a perfected security interes
substantially all of the Company’s and each guarasitassets (subject to certain exceptions), excaptstich lien is second priority in the ¢
of inventory, receivables and related assets thatsabject to a first priority security interestden the 2012 Credit Agreement (as def
below).

2012 Credit Agreement

On January 27, 2012, the Company entered into ditCkgreement (the “2012 Credit AgreemeniThe 2012 Credit Agreement was amer
on December 20, 2013 in connection with the Comisaamtry into the Term Loan Credit Agreement fa grincipal purpose of making 1
2012 Credit Agreement consistent with the Term LGaadit Agreement. The 2012 Credit Agreement, asrated, provides revolving loans
an aggregate principal amount not to exceed $40l@mwith a Canadian sublimit of $5.0 millionbased on inventory and accounts recei\
of the Companys subsidiaries organized in the US ("United StBtesestic Subsidiaries”) and Canada ("Canadian Doongabsidiaries") th
meet certain eligibility criteria. The 2012 Credgreement has a maturity date of January 27, 2017 .

Amounts borrowed in US dollars under the 2012 Grédjreement bear interest, in the case of LIBORépat a per annum rate equé
LIBOR plus the LIBOR Rate Margin (as defined in @12 Credit Agreement), which may range from 1.748%2.25%, based on Avera
Daily Net Availability (as defined in the 2012 Cieédgreement). All other amounts borrowed in USlad that are not LIBOR loans b
interest at a per annum rate equal to (i) the getaif (A) the Federal Funds rate plus 0.5(8) the LIBOR (calculated based upon an intt
period of three months and determined on a da#yshaplus 1.0%per annum, and (C) the rate of interest annourfoeah, time to time, withi
Wells Fargo Bank, National Association at its pifrat office in San Francisco as its “prime ratgllis (ii) the Base Rate Margin (as define
the 2012 Credit Agreement), which may range fro@b% to 1.25% based on Average Daily Net Availability (as definin the 2012 Cre
Agreement). Amounts borrowed in Canadian dollamr lbaterest at a per annum rate equal to the Candglise Rate (as defined in the 2
Credit Agreement) plus the LIBOR Margin, which nrapge from 1.75% to 2.25% , based on Average DNgllyAvailability.

The 2012 Credit Agreement contains various loarenants that restrict the Compasigbility to take certain actions, including restdns ol
incurrence of indebtedness, creation of liens, emsrgr consolidations, dispositions of assets,ra@se or redemption of capital stock, ma
certain investments, entering into certain trarisastwith affiliates or changing the nature of tbempanys business. In addition, at any ti
when Excess Availability (as defined in the 2012df Agreement) is less than $8.0 millipthe Company is required to maintain a F
Charge Coverage Ratio (as defined in the 2012 Ceggieement) of at least 1.0 . The Compangbligations under the 2012 Credit Agreer
are secured by substantially all of the Company® i&s United States Domestic Subsidiariassets. The Company's United States Don
Subsidiaries have also guaranteed all of the Copipasbligations under the 2012 Credit Agreemente Tbligations of the Compary’
Canadian Domestics Subsidiaries which are borrowader the 2012 Credit Agreement are secured bgtantially all of the assets of 1
Company’s Canadian Domestic Subsidiaries.
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As of and during the nine months ended SeptemheB04 , the Company did nibhave any outstanding debt under the 2012 C
Agreement, other than contingent reimbursemengabbtns for undrawn standby letters of credit désct below that were issued under
2012 Credit Agreement.

As of September 30, 2014 , based on inventory aedumts receivable of the Compasysubsidiaries organized in the US and Canad
Company’s borrowing availability under the 2012 d@iteA\greement was $40.0 million . Standby lettef€mredit totaling $2.3 milliorreduce:
the Company’s borrowing availability under the 2@r2dit Agreement to $37.7 million as of Septen&®r2014 .

Foreign Credit Agreement

In the third quarter of 2013, in conjunction with Chinese operations, UNIS Document Solutionsl@d. (‘UDS”), the Companys Chines
business venture with Beijing-based Unisplendontered into a revolving credit facility with a terofi 18 months The facility provides for
maximum credit amount of 20.0 million Chinese Yuwenminbi, which translates to U.S. $3.2 millionroaSeptember 30, 201Draws on th
facility are limited to 30 day periods and incuiea of 0.05% of the amount drawn and no additiémakest is charged.

Other Notes Payable

Includes notes payable collateralized by equiprpesitiously purchased and subordinated seller mgable related to prior acquisitions.

7. Commitments and Contingencies

Operating Leaseslhe Company has entered into various naneelable operating leases primarily related ¢tdifies, equipment and vehicl
used in the ordinary course of business.

Contingent Transaction Consideratiohhe Company is subject to earnout obligations edténto in connection with acquisitions. If acqa
businesses generate sales and/or operating pnofiéxcess of predetermined targets, the Compamblgated to make additional c:
payments in accordance with the terms of such earabligations. As of September 30, 201the Company has potential future ear
obligations for acquisitions consummated beforeattieption of ASC 803Business Combinationsf approximately $1.5 milliothrough 201
if predetermined financial targets are met or eseede Earnout payments prior to the adoption of 86 are recorded as additional purcl
price (as goodwill) when the contingent paymenésearned and become payable. The Company doeglimtedopayment of such earnout
be probable. As of September 30, 2Q1the Company recorded liabilities related to fatearnout payments consummated subsequent
adoption of ASC 805 of $1.1 million In accordance with ASC 805, changes to the lighdlre recognized in the company's consolid
statement of operations.

Legal ProceedingsOn October 21, 2010, a former employee, indiviualhd on behalf of a purported class consistinglbhonexemp
employees who work or worked for American Reprofgiep Company, L.L.C. and American Reprographics gamy in the State of Califorr
at any time from October 21, 2006 through the prgdéed an action against the Company in the S@op&€ourt of California for the County
Orange. The complaint alleges, among other thithgg,the Company violated the California Labor Cbgdailing to (i) provide meal and r«
periods, or compensation in lieu thereof, (ii) ttn@ay wages due at termination, and (iii) thatsi@ractices also violate the Califol
Business and Professions Code. The relief soughtdas damages, restitution, penalties, interestscand attorney$es and such other rel
as the court deems proper. On March 15, 2013, trep@ny participated in a private mediation sessiith claimants’counsel which did n
result in resolution of the claim. Subsequent t® tiediation session, the mediator issued a propbaalwas accepted by both parties.
Company has received preliminary court approvahefsettlement, and awaits final court approvak Tompany has a liability §&0.9 millior
as of September 30, 2014 related to the claim, w@presents management's best estimate basefbonation available.

On February 1, 2013, ARC filed a civil complaintaaigst a competitor and a former employee in theeBap Court of California for Oran:
County, which alleged, among other claims, the ppsapriation of ARC trade secrets; namely, proprigtcustomer lists that were uset
communicate with ARC customers in an attempt taulyf acquire their business. In prior litigationtiwthe competitor based on related fe
in 2007 the competitor entered into a settlemenéeagent and stipulated judgment, which includednamction. ARC instituted this suit
stop the defendant from using similar unfair businpractices against it in the Southern Califoméket. The case proceeded to trial in |
2014, and a jury verdict was entered for the dedatel In August 2014, the Company filed a Noticppeal. Legal fees associated with
litigation totaled $0.3 million and $2.8 millionifdhe three and nine months ended September 3@,,2@%pectively, and are recorded wi
selling, general and administrative expenses irctiielensed consolidated statement of operations.
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In addition to the matters described above, the @&y is involved in various additional legal prodiegs and other legal matters from tim
time in the normal course of business. The Commiras not believe that the outcome of any of theaems will have a material effect on
consolidated financial position, results of opemasi or cash flows.

8. Stock-Based Compensation

At the Company's annual meeting of stockholderd bel May 1, 2014, the Company's stockholders amgatakle Company's 2014 Stock F
(the “2014 Stock Plan"as adopted by the Company's board of directors.Z0lid Stock Plan replaces the American Reprograpgb@npan
2005 Stock Plan (the "2005 Plan™). The 2014 Stdek PBrovides for the grant of incentive and retatutory stock options, stock apprecia
rights, restricted stock, restricted stock uniteck bonuses and other forms of awards grante@goominated in the Company's common s
or units of the Company's common stock, as wetlaesh bonus awards to employees, directors and itamtsuof the Company. The 2014 St
Plan authorizes the Company to issue up to 3.5amiflhares of common stock. As of September 304 2@19 millionshares remain availal
for issuance under the Stock Plan.

Stock options granted under the 2014 Stock Plarrgdéiy expire no later than tgrears from the date of grant. Options generallyt @es
become fully exercisable over a period of threfoto years from date of award, except that optigrasted to noremployee directors may v
over a shorter time period. The exercise priceptioms must be equal to at least 100% of the fairket value of the Comparssfcommon stoc
on the date of grant. The Company allows for cashéxercises of vested outstanding options.

During the nine months ended September 30, 20tkd Cbmpany granted options to acquire a total &f thbusandshares of the Compan
common stock to certain key employees with an ésengrice equal to the fair market value of the @any’s common stock on the date
grant. These stock options will vest annually otfeee years and expire J@ars after the date of grant. In addition, the @any grante
options to acquire a total of 48 thousand and d8ghnd shares of the Compagommon stock to its Chief Operating Officer arsdGhie
Financial Officer, respectively, with an exercisee equal to the fair market value of the Comparmgmmon stock on the date of grant. Tl
stock options will vest annually over four yearsl @xpire 10 years after the date of grant.

During the nine months ended September 30, 20h& Company granted 144 thousastdthres of restricted stock to the Company's (
Executive Officer. The restricted stock vests afiguaver four years after the date of grant. Initidd, the Company granted 9 thousatre
of restricted stock to each of the Company's six@mployee members of its board of directors at @egper share equal to the closing pric
the Company's common stock on the date the resdrgtiock was granted. The restricted stock vesth®mneyear anniversary of the gr:
date.

The impact of stock-based compensation before iec@axes on the interim Condensed ConsolidatedrBéates of Operations w&s.0 millior
and $0.7 million for the three months ended Sep&er3b, 2014 and 2013, respectively.

The impact of stock-based compensation before irc@xes on the interim Condensed ConsolidatedrBéates of Operations w&R.6 millior
and $2.0 million for the nine months ended SepterBbe2014 and 2013 , respectively.

As of September 30, 2014 , total unrecognized corsgu#on cost related to unvested stock-based pagnmmled $4.6 milliorand is expecte
to be recognized over a weighted-average peri@®years.

9. Fair Value Measurements

Fair Values of Financial InstrumentThe following methods and assumptions were usethéyCompany in estimating the fair value o
financial instruments for disclosure purposes:

Cash equivalentsCash equivalents are time deposits with maturitthode months or less when purchased, which afgyhiigluid and readil
convertible to cash. Cash equivalents reportedéndompany’s Condensed Consolidated Balance Siveets$8.6 million and $12.9 millioas
of September 30, 2014 and December 31, 20&8pectively, and are carried at cost and apprate fair value due to the relatively short pe
to maturity of these instruments.

Contingent Liabilities:The Company recognizes liabilities for future earnobligations on business acquisitions at thdir falue based ¢
discounted projected payments on such obligati®hs. inputs to the valuation, which are level 3 itspwithin the fair value hierarchy, :
projected sales to be provided by the acquirednlessies based on historical sales trends for whinofoat amounts are contractually ba
Liabilities for future earnout obligations total§d.1 million as of September 30, 2014 .

Short- and long-term debiThe carrying amount of the Compasytapital leases reported in the Condensed CoasetidBalance She:
approximates fair value based on the Company’sotiincremental borrowing rate for similar typedofrowing
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arrangements. The carrying amount reported in tiragainy’s Condensed Consolidated Balance SheetSappémber 30, 20¥4r borrowing:
under its Term Loan Credit Agreement is $176.9iomill The Company has determined, utilizing observaideket quotes, that the fair va
of borrowings under its Term Loan Credit Agreemisr#181.4 million as of September 30, 2014 .
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Item 2 . Management’s Discussion and Analysis of Financi@bndition and Results of Operations

The following discussion should be read in conjiamctvith our interim Condensed Consolidated Finah&tatements and the related n
and other financial information appearing elsewhémethis report as well as ManagemenDiscussion and Analysis of Financial Condi
and Results of Operations included in our 2013 F&f¥K and this Quarterly Report on Form 10-Q foe tuarter ended September 30, 2014

Business Summary

ARC Document Solutions, Inc. (“ARC Document Sola8g' “ARC,” “we,” “us,” or “our”) is the nation's leading document solutions pro»
for the architectural, engineering and construcff&&C”) industry while also providing document sitibns to businesses of all types.

We help our customers reduce their costs and ingppreductivity of their documents, improve theicess and control over documents,
offer a wide variety of ways to print, produce,tdisute, collaborate on, and store documents.

We have categorized our service and product offeritm report distinct sales recognized from ouri@nServices, Color Services, Dig
Services, Traditional Reprographics Services, aquifinent and Supplies Sales.

Onsite Servicesonsists of placement, management, and optimizafigmint and imaging equipment in our customeasllities, relieving
them of the burden of owning and managing printais/and print networks, and shifting their costa t'per-use’basis. Onsite Servic
sales are driven by the ongoing print needs ofcoistomers, and are less exposed to the episodieflaimat printing needs associa
with construction projects.

Color Servicegonsists of specialized color printing and finighservices to marketing departments, regional atgbmal retailers, ar
our traditional AEC customer base. This includesises provided under our Riot Creative Imagingnioka

Digital Servicesconsists of digital document management servicesllokinds, including archiving and information nayemer
(“AIM™), “digital shipping” and managed file tranef, software licensing, and technology consultieyises.

Traditional Reprographicsonsists of the management, distribution, and fmmtdemand of black and white construction draw
(frequently referred to as “blueprints”) and spieeifion books. It derives a majority of its reverfuem largeformat black and whi
printing.

Equipment and Supplie®nsists of reselling printing, imaging, and retegguipment to customers primarily in the AEC irtdys

We have expanded our business beyond the serviedsaditionally provided to the AEC industry in tpast and are currently focused
growing managed print services, technold@sed document management services, and digital ioohging, as we believe the mix of serv
demanded by the AEC industry continues to shiftamvdocument management at customer locationse@§epted primarily by our Ons
Services revenue line), and away from its histéeeaphasis on printing of large-format black andtetconstruction drawings “offsitah oui
service centers (represented primarily by our Tiaakl Reprographics revenue line). This beliesigpported by the fact that our On
Services in the third quarter of 2014 are 33% oftotal sales as compared to 2686 Traditional Reprographics. Onsite Servicesus larges
service offering and continues to grow at a ratmofe than 10% on a year-over-year basis. In cosgarour revenue mix for the thicpharte
of 2013 consisted of 31% of our sales coming fronsi@ Services as compared to 29% for TraditiorgdrBgraphics.

We deliver our services through a nationwide nekwafrservice centers, regionally-based technicatiists, locallypased sales executiv
and a national/regional sales force known as Gl8béltions.

Acquisition activity during the last three yearsieen minimal and did not materially affect ouem@l business.

We believe we offer a distinct portfolio of sengcaithin the AEC industry that include our legaepirographics business as well as our n
offerings in Onsite Services, Color Services, angitBl Services. Our customer base for these sesyibowever, is still primarily the AE
industry. Based on our analysis of our operatiraglts, we estimate that sales to the AEC industcpanted for approximately 77%6 our ne
sales for the nine months ended September 30, ,20itH the remaining 23% consisting of sales to-A®C industries.

We identify operating segments based on the vabogsmess activities that earn revenue and incpem@se. Since our operating segments
similar products and services, classes of custgmesguction processes and economic characteristeare
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deemed to operate as a single reportable segmamt&e 1 “Description of Business and Basis of&meation” for further information.

Costs and Expenses

Our cost of sales consists primarily of materiglaper, toner and other consumables), labor, ardiréict costs"which consist primarily ¢
expenses for service center ("offsite”) faciliteesd equipment. Facilities and equipment expensdsda maintenance, repairs, rents, insur:
and depreciation. Paper is the largest componentiofnaterial cost; however, paper pricing typigalbes not significantly affect our operai
margins due, in part, to our efforts to pass ingeelacosts on to our customers. We closely monitderial cost as a percentage of net sal
measure volume and waste. We also track laboratitin, or net sales per employee, to measure ptiwidy and determine staffing levels.

We maintain low levels of inventory. Historicallgur capital expenditure requirements have varies tduthe cost and availability of cap
lease lines of credit. During most of 2013, we warere frequently electing to purchase equipmentdor facilities and onsite serv
installations rather than lease equipment due ¢oatiailability of cash to fund capital expenditusesl the interest savings thereby. As
continue to foster our relationships with credibyiders and obtain attractive lease rates, we razeeasingly choosing to lease rather
purchase equipment.

Research and development costs consist mainlyeo$dharies, leased building space, and computépragat that comprises our data stol
and development centers in Fremont, Californialéoiétata, India. Such costs are primarily recordeddst of sales.

We believe customers are increasingly (1) adoptotinology and digital document management pragtiaed (2) changing their workflc
patterns and thereby their document and printingdese While there were some indications that the-residential construction marl
strengthened in 2012, we believe that there wasowigg body of evidence by the third quarter of 20that demonstrated Traditio
Reprographics sales would not likely recover atdhme pace due to these factors. To ensure th&dimpanys costs and resources wer
line with demand for our current portfolio of ser@s and products, management initiated a restiogtyman in October of 2012 that v
completed by the fourth quarter of 2013. The restning plan included the closure or downsizingB38fof the Company’ service centers
2012, which represented more than 10% of our tatedber of service center locations, and an additiaB service centers in 2013. In addit
as part of the restructuring plan, we reduced hamamtcand middle management associated with oulicgeoenter locations, streamlined
senior operational management team, and allocated nesources into growing sales categories suénage Services and Digital Servic
The reduction in headcount totaled approximately f8@-time employees, which represented approxétyat0% of our total workforce.

In the nine months ended September 30 2014 , amssgnargins improved by 160 basis points compaveitied same period in 2018Ve
attribute this improvement primarily to our resturing efforts initiated in October 2012 and ongpimargin improvement programs, bott
which suggest continuing, though abated, year-gear-margin expansion in future periods.

Non-GAAP Financial Measures

EBIT, EBITDA and related ratios presented in tlépart are supplemental measures of our performiduateare not required by or presente
accordance with accounting principles generallyeptad in the United States of America (“GAAPThese measures are not measureme
our financial performance under GAAP and should Ib®tconsidered as alternatives to net income, iecwm operations, or any otl
performance measures derived in accordance with BAAas an alternative to cash flows from operaiimgesting or financing activities a
measure of our liquidity.

EBIT represents net income before interest andstaxBITDA represents net income before intereggdadepreciation and amortization. E
margin is a non-GAAP measure calculated by dividiBJT by net sales. EBITDA margin is a n@AAP measure calculated by divid
EBITDA by net sales.

We present EBIT, EBITDA and related ratios becauseconsider them important supplemental measuresioperformance and liquidity. v
believe investors may also find these measures imgfah given how our management makes use of thdr.following is a discussion of ¢
use of these measures.

We use EBIT and EBITDA to measure and compare énfpnance of our operating segments. Our operagggnentsfinancial performanc
includes all of the operating activities excepttdmid taxation which are managed at the corpoeat for U.S. operating segments. As a re
we believe EBIT is the best measure of operatirggnamt profitability and the most useful metric byigh to measure and compare
performance of our operating segments. We alsc&E®#d& to measure performance for determining opegaiegmentevel compensation a
we use EBITDA to measure performance for deterngiionsolidatedevel compensation. In addition, we use EBIT andTEB to evaluat
potential acquisitions and potential capital expemds.
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EBIT, EBITDA and related ratios have limitationsasalytical tools, and should not be considereidatation, or as a substitute for analysi
our results as reported under GAAP. Some of thestations are as follows:

» They do not reflect our cash expenditures, or futequirements for capital expenditures and cotutehcommitment:
» They do not reflect changes in, or cash requiresnfemt our working capital neet

» They do not reflect the significant interest experm the cash requirements necessary, to sentieest or principal payments on
debt;

« Although depreciation and amortization are ©@ash charges, the assets being depreciated antizzdavill often have to be replac
in the future, and EBITDA does not reflect any cesfuirements for such replacements; and

» Other companies, including companies in our ingusiray calculate these measures differently thaaeydimiting their usefulness
comparative measures.

Because of these limitations, EBIT, EBITDA, andatet ratios should not be considered as measurgisaktionary cash available to u:
invest in business growth or to reduce our indef@ed. We compensate for these limitations by rglyinmarily on our GAAP results a
using EBIT, EBITDA and related ratios only as sgmpénts.

Our presentation of adjusted net income and adjuS®ITDA over certain periods is an attempt to pdevmeaningful comparisons to
historical performance for our existing and futimeestors. The unprecedented changes in our enlletsaover the past several years |
required us to take measures that are unique ihistary and specific to individual circumstanc€smparisons inclusive of these actions n
normal financial and other performance patternfcdif to discern under a strict GAAP presentatiBach nonsAAP presentation, however
explained in detail in the reconciliation table$obe

Specifically, we have presented adjusted net incattnutable to ARC and adjusted earnings pereshtributable to ARC shareholders for
three and nine months ended September 30, 2012GiRito reflect the exclusion of loss on extinguishmehtebt, restructuring expen
trade secret litigation costs, and changes in #ieation allowances related to certain deferredassets and other discrete tax items.
presentation facilitates a meaningful comparisoawfoperating results for the three and nine noetided September 30, 2014 and 208%
believe these charges were the result of the cumeatroeconomic environment, our capital restrityror other items which are 1
indicative of our actual operating performance.

We presented adjusted EBITDA in the three and nioaths ended September 30, 2014 and 201clude loss on extinguishment of d
trade secret litigation costs, stock-based comgiemsaxpense, and restructuring expense. The awi@ngtof EBITDA for noneash adjustmer
is consistent with the definition of adjusted EBIADN our credit agreement; therefore, we believie thformation is useful to investors
assessing our financial performance.
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The following is a reconciliation of cash flows pided by operating activities to EBIT, EBITDA, amét income (loss) attributable to Al
Document Solutions, Inc. shareholders:

Three Months Ended Nine Months Ended
September 30, September 30,
(In thousands) 2014 2013 2014 2013
Cash flows provided by operating activities $ 1531 $ 20,01¢ $ 37,04¢ $ 40,01(
Changes in operating assets and liabilities, neffett of
business acquisitions (1,179 (9,57 3,98¢ (7,017
Non-cash expenses, including depreciation, amaidiza
and restructuring (20,517 (20,777) (31,496 (31,767
Income tax provision 65¢ 79C 1,93( 1,94¢
Interest expense, net 3,78( 5,89t 11,63: 18,01:
Loss (income) attributable to the noncontrollintenest 41 (122 64 (545)
EBIT 8,10( 6,23t 23,16¢ 20,64¢
Depreciation and amortization 8,53¢ 8,66¢ 25,56 26,09(
EBITDA 16,63¢ 14,90¢ 48,73( 46,73¢
Interest expense, net (3,780 (5,89 (11,637) (18,019
Income tax provision (659) (790 (1,930 (1,94¢)
Depreciation and amortization (8,536 (8,669 (25,56) (26,090
Net income (loss) attributable to ARC Document 8ohs, Inc.
shareholders $ 3,661 $ (450 ¢ 9,60z $ 687

The following is a reconciliation of net incomeg§) attributable to ARC Document Solutions, IncERIT, EBITDA and adjusted EBITDA:

Three Months Ended Nine Months Ended
September 30, September 30,

(In thousands) 2014 2013 2014 2013

Net income (loss) attributable to ARC Document 8ohs, Inc.

shareholders $ 3,661 $ (450 $ 9,60z $ 687
Interest expense, net 3,78( 5,89¢ 11,63: 18,01
Income tax provision 65¢ 79C 1,93( 1,94¢

EBIT 8,10( 6,23t 23,16¢ 20,64¢
Depreciation and amortization 8,53¢ 8,66¢ 25,56: 26,09(

EBITDA 16,63¢ 14,90¢ 48,73( 46,73¢
Loss on extinguishment of debt 347 262 347 262
Trade secret litigation cosfs 30¢€ — 2,781 —
Restructuring expense 11 657 76k 1,76¢
Stock-based compensation 95¢€ 72¢ 2,61¢ 2,04¢

Adjusted EBITDA $ 18,25¢ $ 16,55. $ 55247 $ 50,81:

1) See “Selling, General and Administrative Expens@sManagement's Discussion and Analysis of Firiah€ondition and Results of
Operations for further information regarding trageret litigation.
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The following is a reconciliation of net income mar attributable to ARC to EBIT margin, EBITDA mangand adjusted EBITDA margin:

Three Months Ended Nine Months Ended
September 30, September 30,
2014 (1) 2013 (1) 2014 (1) 2013 (1)

Net income margin attributable to ARC 3.4% (0.4)% 3.C% 0.2%
Interest expense, net 3.t 5.8 3.7 5.¢
Income tax provision 0.€ 0.8 0.€ 0.€

EBIT margin 7.€ 6.2 7.2 6.7
Depreciation and amortization 8.C 8.€ 8.1 8.5

EBITDA margin 15.€ 14.7 15.4 15.2
Loss on extinguishment of debt 0.3 0.2 0.1 0.1
Trade secret litigation costs 0.3 — 0.c —
Restructuring expense — 0.€ 0.2 0.€
Stock-based compensation 0.¢ 0.7 0.€ 0.7

Adjusted EBITDA margin 17.1% 16.2 % 17.5% 16.6%

1) Column does not foot due to round
(2 See “Selling, General and Administrative Expens@sManagement’s Discussion and Analysis of Finah€ondition and Results of
Operations for further information regarding trageret litigation.

The following is a reconciliation of net incomeg§) attributable to ARC Document Solutions, Incutaudited adjusted net income attribut
to ARC Document Solutions, Inc.:

Three Months Ended Nine Months Ended
September 30, September 30,
(In thousands, except per share amounts) 2014 2013 2014 2013
Net income (loss) attributable to ARC Document 8ohs, Inc. $ 3,661 $ 450 $ 9,60: $ 687
Loss on extinguishment of debt 347 262 347 262
Restructuring expense 11 657 76k 1,76¢
Trade secret litigation costs 30€ — 2,781 —
Income tax benefit related to above items (25¢) (359 (1,519 (790)
Deferred tax valuation allowance and other disd@tdtems (1,172) 68¢ (2,799 1,07¢
Unaudited adjusted net income attributable to AR€Wnent
Solutions, Inc. $ 289 $ 79 % 9,18¢ $ 2,997
Actual:
Earnings (loss) per share attributable to ARC DosninSolutions, Inc
shareholders:
Basic $ 0.0¢ $ (0.01) $ 021 % 0.01
Diluted $ 0.0¢ $ (0.01) $ 0.2C $ 0.01
Weighted average common shares outstanding:
Basic 46,33¢ 45,97¢ 46,19¢ 45,88(
Diluted 47,01¢ 45,97¢ 46,85¢ 45,94%
Adjusted:
Earnings per share attributable to ARC Documentt&mis, Inc.
shareholders:
Basic $ 0.0 $ 0.0z $ 0.2 $ 0.07
Diluted $ 0.0e $ 0.0z $ 0.2C $ 0.07
Weighted average common shares outstanding:
Basic 46,33¢ 45,97¢ 46,19t 45,88(
Diluted 47,01¢ 46,48 46,85¢ 45,947

1) See “Selling, General and Administrative Expens@sManagement’s Discussion and Analysis of Finah€Condition and Results of
Operations for further information regarding trageret litigation.
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Free Cash Flow:

Free Cash Flows (“FCF defined as cash flows from operating activitesss capital expenditures. FCF is a useful medsufetermining ot
ability to generate excess cash flows for reinvesinin the business in a variety of ways includieguisition opportunities, the potential ret
of value to shareholders through stock repurchasdke purchase of our own debt instruments. Adsue believe this measure provi
relevant and useful information to our current aontential investors.

The following is reconciliation of cash flows proed by operating activities to FCF:

Three Months Ended Nine Months Ended
September 30, September 30,
(In thousands) 2014 2013 2014 2013
Cash flows provided by operating activitiés $ 15,31: $ 20,01¢ $ 37,04¢ $ 40,01(
Capital expenditures (3,430 (4,819 (10,027 (14,85¢)
Free Cash Flows $ 11,88: $ 15,20t $ 27,02: $ 25,15¢

(1) Cash flows provided by operating activities fioe three and nine months ended September 3@,i@6lldes cash payments relate
restructuring of $0.7 million and $3.3 million, pestively. Cash flows provided by operating aciestfor the nine months enc
September 30, 20licludes an income tax refund of $3.8 million reeel in 2013 related to our 2009 consolidated fddercame ta:
return. Cash flows provided by operating activifiesthe three and nine months ended Septembe2(Blincludes cash payments

trade secret litigation costs of $1.1 million argi@million, respectively, and cash payments relaterestructuring of $ 0.@illion anc
$ 1.2 million, respectively.
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Results of Operations

Three Months Ended

Nine Months Ended

September 30, Increase (decrease) September 30, Increase (decrease)

(In millions, except percentages) 2014 (1) 2013 (1) % 2014 (1) 2013 $ %
Onsite service® $ 35C $ 31C $ 4.C 126% $ 100« $ 90t $ 9.¢ 10.€%
Traditional reprographics 28.2 28.¢ (0.7) (2.5% 86.7 89.C (2.3 (2.60%
Color 22.¢ 20.€ 2.2 10.€ % 67.2 63.4 3.€ 6.C %
Digital 8.4 8.2 0.1 1.4% 25.2 25.2 (0.3 (0.5%
Equipment and supplies sales 12.4 12.4 — (0.9% 36.¢ 37.7 (1.0) (2.9%

Total net sales $ 106.6 $ 101 $ 5.€ 55% $ 316z $ 305¢ $ 10. 3.4%
Gross profit $ 36z $ 32¢ $ 3.3 10.2% $ 109.. $ 100.¢ $ 8.t 8.4%
Selling, general and administrative
expenses $ 265 $ 240 $ 2.3 9€% $ 807 $ 727 $ 8.C 11.1%
Amortization of intangibles $ LE @ 1€ $ (0.7 (7.0% $ 45 3 51 $ (0. (11.0%
Restructuring expense $ $ 07 $ (0.€) (98.9% $ 0€ $ 1€ $ (@10 (56.1%
Loss on extinguishment of debt $ 02 % 02 % 0.1 32.4% $ 0.2 % 02 % — — %
Interest expense, net $ 38 % 5¢ § (2.7) (359% $ 11¢ $ 18C $ (6.9 (35.9)%
Income tax provision $ 0.7 $ 0. $ 0.3 (16.% $ 1¢ $ 1¢ $ — (0.89%
Net income (loss) attributable to
ARC $ 37 $ (05 % 4.1 (913.0% $ 9.€ $ 0.7 $ 8.¢ 1,297." %
Adjusted net income attributable
ARC $ 2S¢ % 0.6 $ 2.1 264.:% $ 9.2 % 3C % 6.2 206.2 %
EBITDA $ 166 $ 14¢ $ 1.7 11€% $ 487 $ 467 % 2.C 4.2%
Adjusted EBITDA $ 18: $ 16.€ $ 1.7 10.2% $ 552 $ 50¢& $ 4.4 8.7%

(1) Column does not foot due to round

(2) Represents services provided at our custonsées, which includes both Managed Print ServiddB %) and Facilities Managem:

(FM).

25




The following table provides information on the gemtages of certain items of selected financiad data percentage of net sales for the pe
indicated:

As Percentage of Net Sales As Percentage of Net Sales
Three Months Ended September 30, Nine Months Ended September 30,
2014 2013 (1) 2014 (1) 2013 (1)
Net Sales 100.(% 100.C% 100.(% 100.C %
Cost of sales 66.1 67.5 65.4 67.C
Gross profit 33.¢ 32.5 34.€ 33.C
Selling, general and administrative expenses 24 23.7 25.5 23.¢
Amortization of intangibles 1.4 1.€ 1.4 1.7
Restructuring expense — 0.€ 0.2 0.€
Income from operations 7.€ 6.5 7.4 7.C
Loss on extinguishment of debt 0.2 0.3 0.1 0.1
Interest expense, net 3.t 5.8 3.7 5.¢
Income before income tax provision 4.C 0.t 3.€ 1.C
Income tax provision 0.€ 0.8 0.€ 0.€
Net income (loss) 3.4 (0.9 3.C 0.4
Loss (income) attributable to the noncontrollintenest — (0.2 — (0.2
Net income attributable to ARC 3.4% (0.9% 3.C% 0.2%
EBITDA 15.€% 14.7% 15.4% 15.2%
Adjusted EBITDA 17.1% 16.2% 17.5% 16.€ %

Q) Column does not foot due to round

Three and Nine Months Ended September 30, 2014 Carag@ to Three and Nine Months Ended September 31,2
Net Sales

Net sales for ththree and nine months ended September 30, 201dased by 5.5% and 3.4%espectively, compared to the same perio
2013 . The increase for the three and nine montted September 30, 20%s primarily due to higher sales activity for Qasbervices ar
Color Services, which was partially offset by lovgales activity in our Traditional Reprographicsv@=es. The overall net sales for thime
months ended September 30, 20dete also negatively affected by the inclement iveratonditions through much of the United Statesng
the first quarter of 2014. While actual serviceteerclosings due to weather were few, customeviacijboth at our service centers as well ¢
customer locations) dropped considerably duringvikeks when large parts of the country were aftebte below freezing temperatures
heavy snows during the first quarter of 2014. Weneste related sales decreases for the period to tige range of $1.0 million and $.
million. The decreases were experienced in allr®ss lines, including Onsite Services, where emwiifiee buildings were closed due to
inclement weather.

In the three and nine months ended September 301 20nsite Services generated the largest percemtfiget sales, and it produced
highest percentage change from the prior year 842nd 10.9% respectively. Declines in Traditional Reprogragtsales remain influenc
by lower project volume and the continuing trendafreater use of digital processes for documenkfieav and less reliance on print.

Onsite Services Year-over-year sales of Onsite Services incredsg $4.0 million , or 12.8% , and $9.9 million , 89.9% , for thehree an
nine months ended September 30, 2014 , respectiRelyenues from Onsite Services sales represeffédaBd 32%of total net sales for tl
three and nine months ended September 30, 205featvely, compared to 31% and 30% for the threkrdane months endeeptember 3
2013 , respectively. Onsite Services revenue ivelérfrom two sources: 1) an engagement with trstorner to place primarily largerma
equipment that we own or lease at a constructienosiin our customergffices, typically referred to as a facilities mgeaent engagement
“traditional FM,” and 2) an arrangement by which our customers ordsdbeir printing function to us, including allfiek printing, copying
and reprographics printing, typically referred soraanaged print services, or “MP$1"both cases we are paid a single cost per umitaiéria
used, often referred to as a “click charge.”
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The number of Onsite Services accounts has growapproximately 8,330 as of September 30, 2014 inarease of approximatelg3C
locations compared to September 30, 20d@e primarily to growth in new MPS placements. liélieve Onsite Services is a high growth
for us as demonstrated by the adoption of our M&8ices by large, multiational firms in the AEC space over the past sdwaars. W
intend to continue the expansion of our Onsite Beroffering through our regional sales force amaugh Global Solutions, our natio
accounts group. Our Global Solutions sales foreedsdablished longerm contract relationships with approximately 2Qhe largest 50 AE
firms. As our Onsite Services, and more specifichllPS services, become a larger percentage of ales,sour overall sales will be I
exposed to the seasonality associated with conigtruprojects. MPS services are driven primarilytbg number of customer employees ¢
office and largely by non-construction project tethwork such as office printing and copying.

Traditional Reprographics Year-over-year sales of Traditional Reprographies/8es decrease d $0.7 million , or 2.5% , an@ $3llion , or
2.6% , during the three and nine months ended Bdy@e30, 2014 , respectively. Revenues from Trawdti Reprographics represent2ept
and 27% of total net sales for the three and ninaths ended September 30, 2014 , respectivelyorapared to 29%luring the same peric
in 2013. Overall Traditional Reprographics Services salationwide were negatively affected by lower projgolume, poor weath
conditions over much of the US during the earlyt pathe first quarter, as well as the lower voluaigrinted construction drawings due to
adoption of technology referenced above, and ise@groduction of documents on customer sites pesal to documents being produce
our service centers.

Color Services Year-over-year sales of Color Services increas@.& #illion or 10.8% and $3.8 million or 6.0% , ftire three and nir
months ended September 30, 2Q1dspectively. The increase in sales from ColaviBes is primarily due to additional sales realiZeom the
acquisition of two businesses in the United Kingdduming the second quarter of 2014. Also contrityitio our color sales growth is
continued focus on the expansion and enhancememiro€olor Services offerings through our Riot Girealmaging brand and to our Al
industry customer base.

Digital Services. Year-over-year sales of Digital Services increaby 0.1 million , or 1.4% , for the three montimsled September 30, 2014
and decrease d by $0.1 million , or 0.5% , for tiree months ended September 30, 20Revenues from Digital Services sales reme
consistent at 8% of total net sales for the threkrdne months ended September 30, 2014 , as cethfrmthe same period in 2013 . Year-ove
year sales of Digital Services has remained redbtiunchanged due to a decline in those servidaterkto projec-based work performed at ¢
service centers, offset in part by sales of our Aéfvices which were introduced into the marke2@i3. Currently, the revenue genera
activities included in Digital Services consist lmith construction project and naonstruction project related services, but do motuide
revenues generated by Abacus, our onsite sengcbsalogy, which is sold as part of our overall M#f&ring.

Equipment and Supplies Sal¢. Year-over-year sales of Equipment and Supplies Watréor the three months ended September 30, 204
decrease d by $1.0 million , or 2.8% , for the nimenths ended September 30, 20T4e decrease during the nine months ended Septe3o
2014 was primarily due to a decline in equipmemgéssin our operations in China partially offset ingreased equipment sales in the Ur
States during the second and third quarters of 2BR&¢enues from Equipment and Supplies Sales remiex approximately 12%f total ne
sales for both the three and nine months endece®dyetr 30, 2014 , as well as for the same perio@9138. The decrease in Equipment

Supplies Sales in China was driven by a softenihipnése economy and a corresponding decrease itakcappenditures from several of
largest customers in China. Chinese operationsshéas of equipment and supplies of $3.9 million &&&.3 million for thethree and nir
months ended September 30, 2014 , respectivelycoampared to $4.6 million and $13.9 million for tiieree and ninemonths ende
September 30, 2013To date, the Chinese market has shown a prefefen@wning print and imaging related equipmenbpposed to usir
equipment through an onsite services arrangemdat.gfowth of equipment sales in the United Statabe second and third quarters of 2
was driven by large equipment purchases from custerwho prefer to own their own equipment. Quaytenbvements in Equipment ¢
Supplies Sales are largely driven by the timingepflacements of aging equipment fleets for custeméro prefer to own their equipment
the long term we do not anticipate growth in Equmtnand Supplies Sales in the United States, amr@vplacing more focus on growth in

Onsite Services and converting sales contractnsit©Services agreements.

Gross Profit

During the three months ended September 30, 2@tdss profit and gross margin increased to $361Romi, and 33.9% , compared $32.¢
million , and 32.5% , during the same periods it20on a sales increase of $5.6 million .

During the nine months ended September 30, 20idssgrofit and gross margin increased to $109lHomi, and 34.6% , compared $100.¢
million , and 33.0% , during the same periods ii20on a sales increase of $10.3 million .

We were able to achieve expansion of our gross imaugg 140 and 160 basis points for the three and months ended September 30, 2014
respectively, due primarily to (1) increased sa(8%,margin expansion programs at our service cergrd customer onsite locations, anc
related initiatives that began with the Compangstructuring in 2012. Specifically, year-owgrar overhead costs as a percentage of
decreased by approximately 100 basis points fottitee and nine months ended
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September 30, 2014primarily due to savings from facility closuresdarelated cost reductions in response to theraglisales in our servi
centers. We believe the savings from these effogssustainable, and we believe the effect of thesssures coupled with leveraging our fi
costs in an environment of increasing sales shiaddlt in continued margin expansion in 2014, thoagan abated level from both this que
and 2013 levels.

A shift in our business mix also contributed to ylear-over-year increase in gross margins for tineetand nine months end8dptember 3
2014 . Due to ongoing margin expansion initiatigad a decline in lowemargin equipment and supplies sales, material esséspercentage
consolidated sales for the three and nine monttleceeptember 30, 2014 were 30 and&8is points lower, respectively, as comparedéd
same periods in 2013 .

Selling, General and Administrative Expenses

Selling, marketing, general and administrative eges increased $2.3 million and $8.0 million , dgrthe three and ninmonths ende
September 30, 2014 , respectively, compared tsahee periods in 2013 .

Sales and marketing expenses increased $0.5 mdhadr$2.5 million , for the three and nine monthdesl September 30, 2014espectively
driven by increased sales commissions resulting) fao increase in sales year-oyear, as well as our continued investment in olesstear
which included: (1) hiring of new sales and saldmistrative personnel, and (2) expanded traimihgew and existing sales personne
implement specific sales initiatives supporting digital services, onsite, and color offerings.

General and administrative expenses for the thmdenae months ended September 30, 2014 increds8drllion or 13.2% , an&5.5 millior
or 13.1% , compared to the same periods in 20E3pectively. The rise in expenses was primatilg to legal fees related to trade se
litigation during 2014, as well as an increasednraed incentive bonuses due to an improvemerttéandompany's financial performanct
2014.

On February 1, 2013, we filed a civil complaint img& a competitor and a former employee in the 8ap&ourt of California for Orang
County, which alleged, amongst other claims, theappropriation of ARC trade secrets; namely, petpary customer lists that were use
communicate with our customers in an attempt taidigfacquire their business. In prior litigationtiwthe competitor based on related fact
2007 the competitor entered into a settlement ageeé and stipulated judgment, which included aariofion. We instituted this suit to s
the defendant from using similar unfair businescfices against us in the Southern California mailee case proceeded to trial in May 2!
and a jury verdict was entered for the defenddnt&wugust 2014, we filed a Notice of Appeal. Lefrs associated with the litigation tote
$0.3 million and $2.8 million for the three and @imonths ended September 30, 2014, respectively.

Amortization of Intangible

Amortization of intangibles of $1.5 million and $4million for the three and nine months ended Septr 30, 2014 , decreased®3.1 millior
or 7.0% , and $0.6 million or 11.0% , comparedhe $ame periods in 2013rimarily due to the complete amortization oftaer custome
relationships related to historical acquisitions.

Restructuring expens

Restructuring expenses for the nine months endgteeer 30, 2014 totaled $0.8 milligrprimarily consisting of revised estimated le
termination and obligation costs resulting fromilfdes closed in 2013.

For further information, please see Note 3 “Restniicg Expenses” to our Condensed Consolidatedn€inhStatements.

Loss on extinguishment of d¢

As of September 30, 2014, we have paid $20.0 millivaggregate principal amount of our $200.0 wnillTerm Loan Credit Agreement, wh
was $12.5 million more than the mandatory principayments. The $12.5 million early pay down of them loan resulted in a loss
extinguishment of debt of $0.3 million for the tarand nine months ended September 30, 2014 .

Interest Expense, N

Net interest expense w$3.8 million and $11.6 million during the three amde months ended September 30, 20fespectively, compared
$5.9 million and $18.0 million , in the same pesdd 2013 . The year-oveear decrease in interest expense for the threenem@dmonth
ended September 30, 20%hs primarily due to the purchase and redemptiomllobur outstanding 10.5% senior notes in 2013] Hre
replacement of the notes with a Term Loan Credite&gent. By refinancing the 10.5% senior notes wighTerm Loan Credit Agreemen
December of 2013, we were able to reduce our @ffeatterest rate on our lortgrm debt from 10.5% (or $21.0 million of interestr year o
our then outstanding $200 million of principal)&@5% (or $12.5 million of interest per year on then outstanding $200 million of princips
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Income Taxe

We recorded an income tax provision of $0.7 millaord $1.9 million in relation to pretax income @f.% million and $11.5 million for ththree
and nine months ended September 30, 2014 , regplycti

For the three and nine months ended Septembei03@, »ur income tax provision was primarily due to thmpact of amortization of tax ba
goodwill in a deferred tax liability position. Ogross deferred tax assets remain available toruss®in future years until they fully expire.
of September 30, 2014we had approximately $91.0 million of consolidhfederal and approximately $94.4 million of coidaled state n
operating loss carryforwards available to offsétife taxable income. The federal net operating ¢asg/forward will begin to expire in varyi
amounts between 2031 and 2033. The state net ouelass carryforwards expire in varying amountsaeen 2015 and 2033.

Noncontrolling Interes

Net income attributable to noncontrolling interespresents 35% of the income of UDS and its sudsédi, which together comprise
Chinese joint-venture operations.

Net Income Attributable to AR

Net income attributable to ARC w$3.7 million and $9.6 million , during the threedamine months ended September 30, 20fespectively
as compared to net (loss) income attributable t€AR$(0.5) million and $0.7 million in the sameripels in 2013 . The increagenet incom
attributable to ARC in 2014ersus prior year period is primarily due to ther@ase sales and gross margins and a reductioteiest expen:
in 2014 . This increase was partially offset byiti@ease in selling, general and administrativee@ses, as noted above.

EBITDA

EBITDA margin increased to 15.6% and 15.4% forttlvee and nine months ended September 30, 205fpeatvely from 14.7% antl5.3%
for the same periods of 2013 . Excluding the eftdtockbased compensation, loss on extinguishment of teEd#| fees associated with tri
secret litigation, and restructuring expense, adiui€BITDA margin increased to 17.1% and 17.5%rduthe three and ninmonths ende
September 30, 2014 , as compared to 16.3% and 1du6¥g the same periods in 201Bhe increase in adjusted EBITDA was due primad
the increase in gross margins, as noted above.

Impact of Inflation

We believe inflation has not had a significant effen our operations. Price increases for raw naseisuch as paper and fuel charges, typi
have been, and we expect will continue to be, phsedo customers in the ordinary course of busines

Liquidity and Capital Resource

Our principal sources of cash have been operatindsborrowings under our debt and lease agreenf@uatsiecent historical uses of cash t
been for ongoing operations, payment of principal eterest on outstanding debt obligations, arpitabexpenditures. In December 2013,
entered into a $200.0 million Term Loan Credit Agreent, and the related proceeds were used to fegae@nd redeem all of our remair
outstanding 10.5% senior unsecured notes. Total @ag cash equivalents as of September 30, 201428 million . Of this amoun$12.<
million was held in foreign countries, with $10.8llian held in China.

Supplemental information pertaining to our histarisources and uses of cash is presented as fadliodvshould be read in conjunction with
interim Condensed Consolidated Statements of ClastsFand notes thereto included elsewhere in gpsnt.

Three Months Ended Nine Months Ended
September 30, September 30,
(In thousands) 2014 2013 2014 2013
Net cash provided by operating activities $ 1531 $ 20,01¢ $ 37,04¢ $ 40,01(
Net cash used in investing activities $ (3,32 $ (4,73) % (9,869 $ (14,23¢)
Net cash used in financing activities $ (11,30) $ (10,769 $ (29,590 $ (17,059

Operating Activities
Cash flows from operations are primarily drivendayes and net profit generated from these saleljdirg non-cash charges.
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The overall reduction in cash flows from operatiolusing the three and nine months ended Septenfh@034 over the same periods2dil:
were primarily due to: an income tax refund of $8\#lion received in 2013 related to our 2009 cditsded federal income tax return; ¢
payments for trade secret litigation costs of $fillion and $2.6 million for the three and nine nimmended September 30, 2QIéspectively
cash interest payments on borrowings under our Teram Credit Agreement which have interest due tgugrcompared to our 10.5% ser
unsecured notes outstanding in 2013 for which éstepayments were due seamnually; and an increase in accounts receivahlemiby
increasing sales as noted above. These reductieres partially offset by: the increase in our nefoime driven by our expansion of adju:
EBITDA as described above; a reduction in our edeexpense resulting from the repurchases of 0% senior unsecured notes in 2(
and cash payments related to our restructuring @gi&1.2million for the nine months ended September 30428dmpared to $3.3 million f
the same period in 2013. Days sales outstandin§Q) increased to 54 days as of September 30, 20dvpared to 52 as &eptember 3
2013 . We continue our focus on the timely colettof our accounts receivable.

Investing Activitie:

Net cash used in investing activities was primardiated to capital expenditures. We incurred eqgikpenditures totalin$10.0 millionanc
$14.9 million for the nine months ended SeptemiferZ®14 and 2013 respectively. As we continue to foster our relaships with cred
providers and obtain attractive lease rates, weeasingly choose to lease rather than purchas@mreeut to meet the demand driven by
growth in Onsite Services.

Financing Activities

Net cash 01$29.6 million used in financing activities durinigetnine months ended September 30, 2@irharily relates to payments on
debt agreements and capital leases. As of SepteB@h@014, we have paid $20.0 million in aggregatacipal amount of our $200.0 milli
Term Loan Credit Agreement, which was $12.5 milladrove our mandatory payment amount.

Our cash position, working capital, and debt oltigyes as of September 30, 2014 , and December@®18 ,2are shown below and should
read in conjunction with our Condensed Consolid&aldnce Sheets and notes thereto contained else\vhthis report.

(In thousands) September 30, 2014 December 31, 2013
Cash and cash equivalents $ 2483t $ 27,36:
Working capital $ 39,15¢ % 28,70¢
Borrowings from term loan facility and senior semdicredit facility™ $ 176,86! $ 196,00(
Other debt obligations 28,76" 23,72¢
Total debt obligations $ 205,63. $ 219,72

(1) Net of original issue discount $ 3,135and $ 4,000 at September 30, 2014 and Decemb@&033, respectively

The increase of $10.5 million in working capital2@14 was primarily due to an increase in accoretsivable of $ 7.7 millionand a decrea
in the current portion of long-term debt and cdpigases of $10.1 million These variances were partially offset by an iaseein accrue
payroll and payroll-related expenses of $3.2 millend a decrease in cash of $ 2.5 milliohhe increase in accounts receivable was
primarily to the increase in sales of 5.%#ring the third quarter of 2014, as compared eoghme period in prior year. The decrease i
current portion of londerm debt and cash was primarily due to the $2GlIBom principal payment towards our $200.0 millidrerm Loau
Credit Agreement, of which $12.5 million was a mgment towards the minimum required principal pagtaelue for the next five quarte
The increase in accrued payroll and payrelated expenses was due to the timing of paynmemdsaccrued incentive bonuses for 2014
manage our working capital, we chiefly focus on aumber of days sales outstanding and monitor ¢firegaof our accounts receivable,
receivables are the most significant element ofvoanking capital.

We believe that our current cash balance of $24ll&m, availability under our revolving credit facilitgvailability under our equipment le:
lines, and additional cash flows provided by operet should be more than adequate to cover thetwekte months of working capital nee
debt service requirements consisting of schedulettipal and interest payments, and planned capitpénditures, to the extent such item:
known or are reasonably determinable based on rdubngsiness and market conditions. In addition,may elect to finance certain of «
capital expenditure requirements through borrowingder our senior secured revolving credit fagilishich had no debt outstanding a:
September 30, 2014 , other than contingent
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reimbursement obligations for undrawn standby iettd credit described below. See “Debt Obligatiosection for further information relat
to our current credit facility.

We generate the majority of our revenue from safeservices and products to the AEC industry. Aessalt, our operating results and finan
condition can be significantly affected by econofaictors that influence the AEC industry, such as-residential and residential construc
spending. Additionally, a general economic downtaray adversely affect the ability of our customansl suppliers to obtain financing
significant operations and purchases, and to partbeir obligations under their agreements withWs. believe that credit constraints in
financial markets could result in a decrease ingaorcellation of, existing business, could limitmBusiness, and could negatively affect
ability to collect our accounts receivable on agfiyrbasis.

While we have not been actively seeking growth ufgitoacquisition during the last three years, mamage continues to selectively evalt
potential acquisitions.

Debt Obligations

Term Loan Credit Agreement

On December 20, 2013, we entered into a Term LoadiCAgreement (the “Term Loan Credit Agreemerdihong ARC, as borrow:
JPMorgan Chase Bank., N.A, as administrative agedtas collateral agent, and the lenders partgtier

The credit facility provided under the Term Loare@it Agreement consists of an initial term loaniligcof $200.0 million, the entirety «
which was disbursed in order to pay for the purehaisour then outstanding 10.5% senior unsecuréelsndue 2016 (the "Notes") that w
accepted under a cash tender offer and the subseamaemption of the remaining outstanding Notess tarpay associated fees and expens
connection with the cash tender offer and redempiide have the right to request increases to theeggte amount of term loans by an am
not to exceed $50.0 million in the aggregate.

By refinancing the Notes with this Term Loan Crefgreement, we were able to reduce the effectiterést rate on our longrm debt fror
10.5% (or $21.0 million of interest per year on @Z0million of principal) to 6.25% (or $12.5 millioof interest per year on $200.0 millior
principal). In addition, it moved the principal pion of our long-term debt into a structure thaefficiently prepayable without a premiul
This allows us to use our cash flow to efficierdbliver value to our stockholders.

The Term Loan Credit Agreement maturity date, wékbpect to the initial $200.0 million term loan,Ogcember 2018. Under the Term L
Credit Agreement, we are required to make regulaclyeduled principal payments of $2.5 million egciarter, with all remaining unps
principal due at maturity.

The term loan extended under the Term Loan CregiieAment can be maintained in different tranchesisting of Eurodollar loans or as b
rate loans. It is expected that the term loan dlimaintained in Eurodollars and therefore willtiaterest, for any interest period, at a rate
annum equal to (i) the higher of (A) the LIBOR ré&be U.S. dollar deposits for a period equal to déipplicable interest period as determine
the administrative agent in accordance with thenTkoan Credit Agreement and (B) with respect ttiahterm loans only, 1.00%, plus (ii)
applicable margin of 5.25%.

We pay certain recurring fees with respect to tieglic facility, including administration fees toetfadministrative agent.

In accordance with the term loan facility agreemerd are required to maintain an Interest Expen»eefage Ratio (as defined in the T
Loan Credit Agreement) greater than or equal t©:2.00 as of the end of each fiscal quarter. Intéxg we are required to maintain a T«
Leverage Ratio less than or equal to (i) 4.50:IddGny fiscal quarter ending through December28L4; (ii) 4.25:1.00 for any fiscal quat
ending between March 31, 2015 and December 31,;Z)%.00:1.00 for any fiscal quarter ending Wween March 31, 2016 and Decembel
2016; (iv) 3.75:1.00 for any fiscal quarter endimgfween March 31, 2017 and December 31, 2017; @nd.§0:1.00 for any fiscal quar
ending March 31, 2018 and thereafter. As of Seperib, 2014 our Interest Expense Coverage Ratio was 3.37:4@ our Total Levera
Ratio was 2.99:1.00. We were in compliance withTkeem Loan Credit Agreement covenants as of Sepe3®, 2014 .

Subject to certain exceptions, the term loan exddnghder the Term Loan Credit Agreement is sulipciustomary mandatory prepayme
provisions with respect to: the net cash proceenl® fcertain asset sales; the net cash proceedsdedtain issuances or incurrences of
(other than debt permitted to be incurred undertéinms of the Term Loan Credit Agreement); a paortfwith stepdowns based upon
achievement of a financial covenant linked to thtaltleverage ratio) of annual excess cash flothefCompany and certain of its subsidia
and with such required prepayment amount to becedidlollar-fordollar by the amount of voluntary prepayments ofmtédoans made wi
internally generated funds; and, the net cash paga excess of a
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certain amount from insurance recovery (other thasiness interruption insurance) and condemnatrente of the Company and certain o
subsidiaries, subject to certain reinvestment sight

The Term Loan Credit Agreement contains customaprasentations and warranties, subject to limitatiand exceptions, and custon
covenants restricting our ability (subject to vas@exceptions) and certain of our subsidiarieditalid: incur additional indebtedness (includ
guarantee obligations); incur liens; engage in mergr other fundamental changes; sell certain gtppor assets; pay dividends of o
distributions; consummate acquisitions; make inwestts, loans and advances; prepay certain indeddepdohange the nature of their busir
engage in certain transactions with affiliates;,andur restrictions on the ability of our subsiits to make distributions, advances and .
transfers.

The Term Loan Credit Agreement contains customagnts of default, including with respect to: nonpaynt of principal, interest, fees
other amounts; material inaccuracy of a representatr warranty when made; failure to perform os@tye covenants; crosefault to othe
material indebtedness; bankruptcy and insolven@nesy inability to pay debts; monetary judgmentadé; actual or asserted invalidity
impairment of any definitive loan documentationganchange of control.

Our obligations under the Term Loan Credit Agreetraae guaranteed by each of our United States danmmsbsidiaries. The Term Lo
Credit Agreement and any interest rate protectioth @her hedging arrangements provided by any lepdey to the Senior Secured Cri
Facilities or any affiliate of such a lender arewsed on a first priority basis by a perfected siéginterest in substantially all of our and eaxdf
our guarantos assets (subject to certain exceptions), exceptstich lien is second priority in the case of imwoey, receivables and rela
assets that are subject to a first priority seguniterest under the 2012 Credit Agreement (aseefbelow).

2012 Credit Agreement

On January 27, 2012, we entered into a Credit Agese (the “2012 Credit Agreement”The 2012 Credit Agreement was amende:
December 20, 2013 in connection with our entry itite Term Loan Credit Agreement for the principaigomse of making the 2012 Cre
Agreement consistent with the Term Loan Credit Agrent. The 2012 Credit Agreement, as amended,g@svevolving loans in an aggre¢
principal amount not to exceed $40.0 million, wi&hCanadian sublimit of $5.0 million, based on ireen and accounts receivable of
subsidiaries organized in the US (“United StatesnBstic Subsidiaries”) and Canada (“Canadian Domeatibsidiaries”that meet certa
eligibility criteria. The 2012 Credit Agreement hasnaturity date of January 27, 2017.

Amounts borrowed in US dollars under the 2012 Grédireement bear interest, in the case of LIBOR#$at a per annum rate eque
LIBOR plus the LIBOR Rate Margin (as defined in @@12 Credit Agreement), which may range from 1.716%2.25%, based on Aver:
Daily Net Availability (as defined in the 2012 Cieédgreement). All other amounts borrowed in USlaid that are not LIBOR loans b
interest at a per annum rate equal to (i) the gstaif (A) the Federal Funds rate plus 0.5%, (B)ItIBOR rate (calculated based upor
interest period of three months and determined dailg basis), plus 1.0% per annum, and (C) the ehtinterest announced, from time to ti
within Wells Fargo Bank, National Association & firincipal office in San Francisco as its “prinager” plus (ii) the Base Rate Margin
defined in the 2012 Credit Agreement), which maygefrom 0.75% to 1.25% percent, based on Averagly Det Availability (as defined
the 2012 Credit Agreement). Amounts borrowed in &kan dollars bear interest at a per annum rataldquthe Canadian Base Rate
defined in the 2012 Credit Agreement) plus the LBB®ate Margin, which may range from 1.75% to 2.2%%sed on Average Daily M
Availability.

The 2012 Credit Agreement contains various loarenants that restrict our ability to take certaiticars, including restrictions on incurrence
indebtedness, creation of liens, mergers or camaiidins, dispositions of assets, repurchase omptien of capital stock, making cert
investments, entering into certain transactiond wiffiliates or changing the nature of our businéssaddition, at any time when Exc
Availability (as defined in the 2012 Credit Agreemeis less than $8.0 million we are required tarman a Fixed Charge Coverage Ratic
defined in the 2012 Credit Agreement) of at leabt Our obligations under the 2012 Credit Agreenantsecured by substantially all of
Company’s and its United States Domestic Subsgbaassets. Our United States Domestic Subsidiaries laéso guaranteed all of -
Company’s obligations under the 2012 Credit Agreemma&he obligations of the CompasgyCanadian Domestics Subsidiaries whict
borrowers under the 2012 Credit Agreement are seldoy substantially all of the assets of the Comijsa@anadian Domestic Subsidiaries.

As of and during the nine months ended SeptembeP@D4, we did not have any outstanding debt under tHe? Z0redit Agreement, otk
than contingent reimbursement obligations for undrastandby letters of credit described below thatrewissued under the 2012 Cr
Agreement.

As of September 30, 2014based on inventory and accounts receivable ofsabsidiaries organized in the US and Canada, otrowing
availability under the 2012 Credit Agreement wa8.84million ; however, outstanding standby lettefsredit issued
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under the 2012 Credit Agreement totaling $2.3 onillfurther reduced our borrowing availability undiee 2012 Credit Agreement ®87.%
million as of September 30, 2014 .

Foreign Credit Agreement

In the third quarter of 2013, UDS, ARC’s Chinesemgtions, entered into a revolving credit faciltjth a term of 18 months The facility
provides for a maximum credit amount of $20.0 roilli Chinese Yuan Renminbi, which translates to US.2 million as ofSeptember 3
2014 . Draws on the facility are limited to 30 gmgriods and incur a fee of 0.058fthe amount drawn and no additional interesherged. A
of September 30, 2014 , there was $1.0 millionutstanding debt drawn on our foreign credit fagilit

Capital Leases

As of September 30, 2014 , we had $27.6 milliorcapital lease obligations outstanding, with a wiidhaverage interest rate of 7.Gbc
maturities between 2014 and 2019.

Other Notes Payable

As of September 30, 2014 , we had $0.2 million @tes payable outstanding, with an interest raté. 5% and maturities through 2016. Th
notes include notes payable collateralized by eqaigt previously purchased and subordinated sediesrpayable related to prior acquisitions

Off-Balance Sheet Arrangements
As of September 30, 2014 , we did not have anyafénce-sheet arrangements as defined in Item §0R{a of Regulation S-K.

Contractual Obligations and Other Commitments

Operating LeaseslNe have entered into various nocancelable operating leases primarily related ¢difi@s, equipment and vehicles usei
the ordinary course of business.

Contingent Transaction ConsideratiolVe have entered into earnout obligations in conoectvith prior acquisitions. If the acquir
businesses generate sales and/or operating piroféscess of predetermined targets, we are obtigeiemake additional cash payment
accordance with the terms of such earnout obligatids of September 30, 2014ve have potential future earnout obligationsdoquisition
consummated before the adoption of ASC &\isiness Combinationsf approximately $1.5 milliotthrough 2014 if predetermined finant
targets are met or exceeded. Earnout paymentstpritie adoption of ASC 805 are recorded as additipurchase price (as goodwill) wi
the contingent payments are earned and become Ipaylb do not believe payment of such earnoutsetgiobable. As oSeptember 3
2014 , we recorded liabilities related to futureneait payments consummated subsequent to the adopftiASC 805 of $1.1 million In
accordance with ASC 805, changes to the liabiligyracognized in our consolidated statement of aifuers.

Legal ProceedingsOn October 21, 2010, a former employee—individualhd on behalf of a purported class consistinglloh@-exemp
employees who work or worked for American Reprofie Company, LLC and American Reprographics Comparthe State of Californ
at any time from October 21, 2006 through the preséiled an action against us in the Superior CourCafifornia for the County of Orang
The complaint alleges, among other things, thattbmpany violated the California Labor Code byif@jlto (i) provide meal and rest peric
or compensation in lieu thereof, (ii) timely payges due at termination, and (iii) that those pcastialso violate the California Business
Professions Code. The relief sought includes damjagstitution, penalties, interest, costs, anoriatlys’'fees and such other relief as the ¢
deems proper. On March 15, 2013, we participateal pnivate mediation session with claimardsunsel which did not result in resolutior
the claim. Subsequent to the mediation sessionptdiator issued a proposal that was accepted thydaoties. We have received prelimir
court approval of the settlement, and we awaitl fawaurt approval. We recorded a liability of $0.9llion as of September 30, 20%dlated ti
the claim, which represents management's bestaistiof the probable outcome based on informati@ilae.

On February 1, 2013, we filed a civil complaint imgaa competitor and a former employee in the 8ap€ourt of California for Orange
County, which alleged, among other claims, the ppsapriation of ARC trade secrets; namely, proprigtustomer lists that were used to
communicate with our customers in an attempt taidigfacquire their business. In prior litigationitivthe competitor based on related facts, ir
2007 the competitor entered into a settlement ageee and stipulated judgment, which included aaripfion. We instituted this suit to stop
the defendant from using similar unfair businescfices against us in the Southern California ntafikee case proceeded to trial in May 2014
and a jury verdict was entered
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for the defendants. In August 2014, we filed a bbf Appeal. Legal fees associated with the litagatotaled $0.3 million and $2.8 million
for the three and nine months ended September03d, 2espectively.

In addition to the matters described above, werarelved in various additional legal proceedingsl ather legal matters from time to time
the normal course of business. We do not belieaé tthe outcome of any of these matters will hawaaderial effect on our consolida
financial position, results of operations or casiws.

Critical Accounting Policies

Critical accounting policies are those accountinfigies that we believe are important to the pgdiaf our financial condition and results i
require our most difficult, subjective or complaexdgments, often as a result of the need to makmasts about the effect of matters thai
inherently uncertain. Our 2013 Annual Report onnrdi0K includes a description of certain critical accting policies, including those wi
respect to impairment of long-lived assets, goddwévenue recognition, income taxes, allowance doubtful accounts, and stoblase:
compensation. There have been no material changms tritical accounting policies described in 8063 Annual Report on Form 10-K.

Goodwill Impairment

In connection with acquisitions, we apply the psiens of ASC 805Business Combinationausing the acquisition method of accounting.
excess purchase price over the fair value of mgfiltde assets and identifiable intangible assedsieed is recorded as goodwill.

In accordance with ASC 35Mtangibles — Goodwill and Otherwe assess goodwill for impairment annually aseptember 30, and m¢
frequently if events and circumstances indicate gwodwill might be impaired. At September 30, 200 performed our assessment
determined that goodwill was not impaired.

Goodwill impairment testing is performed at theadmg unit level. Goodwill is assigned to repogianits at the date the goodwill is initie
recorded. Once goodwill has been assigned to liegounits, it no longer retains its associationhwét particular acquisition, and all of
activities within a reporting unit, whether acquirer internally generated, are available to suppuetvalue of the goodwill. The contint
decline in the number of reporting units reflects ongoing efforts to centralize management of aperations. During the third quarter
2014, in connection with an operationally focusedrganization of our business into a regional fdrmae realigned our management
reporting structure. The reorganization was impletee to (1) better align our operations and sadestdries to that of our customers,
quickly respond to the evolving needs of compamiperating in the AEC industry, our primary markg) eliminate redundant busin
practices, and (4) realize operational economiescafe by combining operational staff, sales statkoffice functions and streamlining ¢
management structure. The reorganization resulteddecrease in the number of reporting units ifledtfor purposes of evaluating good\
for impairment from 25 as of September 30, 20132as of September 30, 2014. In summary, the regust the number of reporting ur
identified for purposes of evaluating goodwill iarpairment reflects our ongoing efforts to furtleiegrate and centralize management o
operations in response to the evolving needs otostomers and to realize efficiencies.

Goodwill impairment testing is a twatep process. Step one involves comparing thevédire of our reporting units to their carrying amouf
the carrying amount of a reporting unit is gredbem zero and its fair value is greater than itsy@@g amount, there is no impairment. If
reporting units carrying amount is greater than the fair valbe,gecond step must be completed to measure thenawioimpairment, if an'
Step two involves calculating the implied fair valof goodwill by deducting the fair value of allhtable and intangible assets, excluc
goodwill, of the reporting unit from the fair valwé the reporting unit as determined in step ortee implied fair value of goodwill determin
in this step is compared to the carrying value @ddyvill. If the implied fair value of goodwill isebs than the carrying value of goodwill,
impairment loss is recognized equal to the diffeeen

We determine the fair value of our reporting unising an income approach. Under the income appraeetdetermined fair value based
estimated discounted future cash flows of eachrtegpunit. Determining the fair value of a repagiunit is judgmental in nature and requ
the use of significant estimates and assumptiorduding revenue growth rates and EBITDA marginscaunt rates and future mar
conditions, among others.

Our projections are driven, in part, by industryadgathered from third parties, including projeagedwth rates of the AEC industry by segn
(i.e., residential and non-residential) and anéitegd GDP growth rates, as well as compspgeific data such as estimated composition ¢
customer base (i.e. non-AEC vs. AEC, residentialnem- residential), historical revenue trends, and EBITBWrgin performance of @
reporting units. Our revenue projections for ea€PABC’s reporting units include the estimated respeativetomer composition for ez
reporting unit, year-to-date revenue at the timthefgoodwill impairment

34




analysis, and projected growth rates for the rdlatestomer types. Although we rely on a varietynéérnal and external sources in projec
revenue, our relative reliance on each sourceeasrdtchanges from year to year. In 2012 and intd320k noted a continued diverge
between our historic revenue growth rates and AEG-nesidential construction growth rates, as wallthe “dilution” of traditiona
reprographics as the Company’s dominant business Tiherefore, we increased our reliance uponriatesources for our short-term and long
term revenue forecasts. Once the forecasted rewgasiestablished for each of the reporting unitetian the process noted above, usin
current year EBITDA margin as a base line, we fasted future EBITDA margins. In general, our EBITD#argins are significantly affect
by (1) revenue trends and (2) cost managemenatinitis. Revenue trends impact our EBITDA margirtsabee a significant portion of our ¢
of sales are considered relatively fixed therefameincrease in forecasted revenue (particularlynad@mbined with any cost managemer
productivity enhancement initiatives) would resalmeaningful gross margin expansion. Similarlgignificant portion of our selling, genel
and administrative expenses are considered fixeshcel in forecasting EBITDA margins, significantiaece was placed on the histor
impact of revenue trends on EBITDA margin.

The estimated fair value of our reporting units evbased upon their respective projected EBITDA imarghich was anticipated to incre
between 0 and 200 basis points from 2014 to 20dimwed by year-oveyear increases of approximately 100 to 200 basistpdan 201t
through 2018, with stabilization expected in 20Lfese cash flows were discounted using a weightechge cost of capital ranging from 1
to 13%, depending upon the size and risk profiléhefreporting unit. We considered market informratin assessing the reasonableness
fair value under the income approach described@bov

The results of step one of the goodwill impairmtest, as of September 30, 2014, were as follows:

Number of

Reporting Representing
(Dollars in thousands) Units Goodwill of
No goodwill balance 6 $ —
Reporting units failing step one that continuedorg a goodwill balance — —
Fair value of reporting unit exceeds its carryiadue by 25%—30% 1 7,28t
Fair value of reporting unit exceeds its carryiadue by more than 75% 5 205,32:

12 % 212,60¢

Based upon a sensitivity analysis, a reductionppfreximately 50 basis points of projected EBITDAZ814 and beyond, assuming all o
assumptions remain constant, would result in nontegg unit proceeding to step two of the analysis.

Based upon a separate sensitivity analysis, a 53 lpaint increase to the weighted average costpital would result in no reporting u
proceeding to step two of the analysis.

Given the current economic environment and the gingndocument and printing needs of our customadsthe uncertainties regarding
effect on our business, there can be no assuraatehe estimates and assumptions made for purpdsas goodwill impairment testing
2014 will prove to be accurate predictions of theufe. If our assumptions, including forecasted HBA of certain reporting units, are 1
achieved, we may be required to record additiooaldgill impairment charges in future periods, whegtin connection with our next ann
impairment testing in the third quarter of 2014 poran interim basis, if any such change consstatériggering event (as defined under /
350, Intangibles — Goodwill and Othéroutside of the quarter when we regularly perfaum annual goodwill impairment test. It is not pbk
at this time to determine if any such future impant charge would result or, if it does, whethahscharge would be material.

Income Taxes

Deferred tax assets and liabilities reflect temppomifferences between the amount of assets amdities for financial and tax reportil
purposes. Such amounts are adjusted, as appropoateflect changes in tax rates expected to beffect when the temporary differen
reverse. A valuation allowance is recorded to reduar deferred tax assets to the amount that ig tialy than not to be realized. Change
tax laws or accounting standards and methods niegtaécorded deferred taxes in future periods.

When establishing a valuation allowance, we comdidieire sources of taxable income such as futeversals of existing taxable tempoi
differences, future taxable income exclusive ofersing temporary differences and carryforwards @mxdplanning strategies. A tax plann
strategy is an action that: is prudent and feasérleenterprise ordinarily might not take, but wbtdke to prevent an operating loss or tax c
carryforward from expiring unused; and would regultealization of deferred tax assets. In the ewendetermine the deferred tax assets,
likely than not, will not be realized in the fututée valuation adjustment to the deferred taxtassél be charged to earnings in the perio
which we make such a determination.
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As of June 30, 2011, we determined that cumuldtisses for the preceding twelve quarters constitatdficient objective evidence (as defi
by ASC 740-10Jncome Taxe$ that a valuation allowance was needed. As of &speér 30, 2014 the valuation allowance against cer
deferred tax assets was $80.9 million .

In future quarters we will continue to evaluate bistorical results for the preceding twelve quartand our future projections to detern
whether we will generate sufficient taxable incotoeutilize our deferred tax assets, and whethearéigh or full valuation allowance is s
required. Should we generate sufficient taxablenme, however, we may reverse a portion or all efttten current valuation allowance.

We calculate our current and deferred tax providiased on estimates and assumptions that couler diiim the actual results reflectec
income tax returns filed in subsequent years. Adjests based on filed returns are recorded whenifidel.

Income taxes have not been provided on certainstniglited earnings of foreign subsidiaries becaiggh earnings are considered tc
permanently reinvested.

The amount of taxable income or loss we reporhvarious tax jurisdictions is subject to ongomglits by federal, state and foreign
authorities. Our estimate of the potential outcarhany uncertain tax issue is subject to managemeassessment of relevant risks, facts.
circumstances existing at that time. We use a rike+thannot threshold for financial statement recognitiord aneasurement of t
positions taken or expected to be taken in a taxmeWe record a liability for the difference betn the benefit recognized and measure!
tax position taken or expected to be taken on axrréturn. To the extent that our assessment df &uc positions changes, the chang
estimate is recorded in the period in which theedeination is made. We report teetated interest and penalties as a componentofrie ta
expense.

For further information regarding the accountindigies that we believe to be critical accountindigies and that affect our more signific
judgments and estimates used in preparing ouriimt€ondensed Consolidated Financial Statement®we2013 Annual Report on Form 10-
K.

Recent Accounting Pronounceme

See Note 1, “Description of Business and Basisre§éntation'to our interim Condensed Consolidated FinancialeBtants for disclosure
recent accounting pronouncements.

Item 3. Quantitative and Qualitative Disclosures About MakRisk

Our primary exposure to market risk is interest régk associated with our debt instruments. Wehagk fixed and variable rate debt as sot
of financing. In 2013, we entered into a $200.0ioml Term Loan Credit Agreement. Borrowings under Term Loan Credit Agreement b
interest at a rate equal to an applicable margis plvariable rate (subject to a fixed floor of024). As such, our Term Loan Credit Agreen
exposes us to market risk for changes in inteedssr

As of September 30, 2014 , we had $205.6 milliototdl debt, net of discount, and capital leaségaklibns, of which approximately 14%as
at a fixed rate, with the remainder at variablesaiGiven our debt position at September 30, 201dthe 1.00% LIBOR floor on our Te
Loan Credit Agreement, the effect of a 100 basistpncrease in LIBOR on our interest expense wdddapproximately $0.3 million annua

As of September 30, 2014ve were not party to any derivative or hedgiraggsactions; however, we have entered into derigatistruments i
the past to manage our exposure to changes irestteates. These instruments allowed us to raisdsfat floating rates and effectively s\
them into fixed rates, without the exchange of tinelerlying principal amount. We have not, and do plan to, enter into any derivat
financial instruments for trading or speculativepmses.

Although we have international operating entities; exposure to foreign currency rate fluctuatiemsot significant to our financial conditi
or results of operations.

Item 4. Controls and Procedures
Disclosure Controls and Procedur

We maintain disclosure controls and procedures dhatdesigned to ensure that information requioelet disclosed in our reports under
Securities Exchange Act of 1934 are recorded, gsmmk summarized, and reported within the timeopsrspecified in the Securities i
Exchange Commissios'rules and forms, and that such information isiaedated and communicated to our management, imguzlr Chie
Executive Officer and our Chief Financial Officag appropriate, to allow timely decisions regardeqguired disclosures.
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Under the supervision and with the participationoaf management, including our Chief Executive €&ffiand Chief Financial Officer, \
conducted an evaluation of the effectiveness ofdiselosure controls and procedures (as definelule 13a-15(e) and 156(e) under tF
Securities Exchange Act of 1934) as of SeptembefB04. Based on that evaluation, our Chief Executiveig@ffand our Chief Financ
Officer concluded that as of September 30, 2014 desclosure controls and procedures were effectiv

Changes in Internal Control over Financial Repogin

There were no changes to internal control overnfirel reporting during the three months ended $eipéz 30, 2014 that have material
affected, or are reasonably likely to materiallfeef, our internal control over financial reporting
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PART [I—OTHER INFORMATION

Item 1. Legal Proceedings

This information is included under the caption “bééroceedingsin Note 7 to our Condensed Consolidated Finandialegents in Part
Item 1 of this Quarterly Report on Form 10-Q.

Item 1A. Risk Factors

Information concerning certain risks and uncertastappears in Part I, Item 1A “Risk Factors” of édwnual Report on Form 1K-for the
fiscal year ended December 31, 2018ou should carefully consider those risks andeutainties, which could materially affect our buess
financial condition and results of operations. Ehlkeave been no material changes to the risk fadtsctosed in our Annual Report on Form 10
K for the year ended December 31, 2013 .
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Item 6. Exhibits

Exhibit
Number Description
31.1 Certification of Principal Executive Officer pursuao Rule 13a-14(a) and Rule 1%d(a) under the Securities Exchange
of 1934, as adopted pursuant to Section 302 ob#rbanes-Oxley Act of 2002.*
31.2 Certification of Principal Financial Officer pursuato Rule 13a-14(a) and Rule 1%d{a) under the Securities Exchange
of 1934, as adopted pursuant to Section 302 obtiibanes-Oxley Act of 2002.*
321 Certification of Chief Executive Officer pursuard 18 U.S.C. Section 1350, as adopted pursuant ¢tio8e906 of the
Sarbanes-Oxley Act of 2002.*
32.2 Certification of Chief Financial Officer pursuard 18 U.S.C. Section 1350, as adopted pursuant ¢tioBe906 of the
Sarbanes-Oxley Act of 2002.*
101.INS XBRL Instance Document *
101.SCH XBRL Taxonomy Extension Schema *
101.CAL XBRL Taxonomy Extension Calculation Linkbase *
101.DEF XBRL Taxonomy Extension Definition Linkbase *
101.LAB XBRL Taxonomy Extension Label Linkbase *
101.PRE XBRL Taxonomy Extension Presentation Linkbase *
* Filed herewith
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causiedréiport to be signed on its behalf by
undersigned thereunto duly authorized.

Date: November 7, 2014
ARC DOCUMENT SOLUTIONS, INC.

/sl KUMARAKULASINGAM SURIYAKUMAR
Kumarakulasingam Suriyakumar
Chairman, President and Chief Executive Officer

/s/ JOHN E.D. TOTH
John E.D. Toth
Chief Financial Officer
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EXHIBIT INDEX

Exhibit
Number Description
31.1 Certification of Principal Executive Officer pursuao Rule 13a-14(a) and Rule 1%dfa) under the Securities Exchange
of 1934, as adopted pursuant to Section 302 ob#rbanes-Oxley Act of 2002.*
31.2 Certification of Principal Financial Officer pursuao Rule 13a-14(a) and Rule 1%d¢a) under the Securities Exchange Ac
1934, as adopted pursuant to Section 302 of theaBas-Oxley Act of 2002.*
321 Certification of Chief Executive Officer pursuard 88 U.S.C. Section 1350, as adopted pursuant tbioB8e906 of thi
Sarbanes-Oxley Act of 2002.*
32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtioB8e906 of the Sarbanes-
Oxley Act of 2002.*
101.INS XBRL Instance Document *
101.SCH XBRL Taxonomy Extension Schema *
101.CAL XBRL Taxonomy Extension Calculation Linkbase *
101.DEF XBRL Taxonomy Extension Definition Linkbase *
101.LAB XBRL Taxonomy Extension Label Linkbase *
101.PRE XBRL Taxonomy Extension Presentation Linkbase *
* Filed herewith
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Exhibit 31.1
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO RULE 13A-14(A) AND RULE 15D-14(A)
OF THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANESOXLEY ACT OF 2002

I, Kumarakulasingam Suriyakumar, certify that:

1.
2.

| have reviewed this quarterly report on Foildddof ARC Document Solutions, In

Based on my knowledge, this report does notatomny untrue statement of a material fact ortémstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this report;

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

The registrans other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdstemd procedure
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

a) Designed such disclosure controls and procedureaused such disclosure controls and procettes designed under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is
made known to us by others within those entiti@stigularly during the period in which this rep@tbeing prepared;

b) Designed such internal control over finanogdarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registrattisslosure controls and procedures and presentihsi report our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

d) Disclosed in this report any change in thegtegint's internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to evélly affect, the registrant’s internal contrafes financial reporting;
and

The registrant’s other certifying officer(s)dainhave disclosed, based on our most recent e@iuaf internal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardioéctors (or persons performing
the equivalent functions):

a) All significant deficiencies and material weakres in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b) Any fraud, whether or not material, that innedunanagement or other employees who have a s@niifiole in the
registrant's internal controls over financial repay.

Date: November 7, 2014

/sl KUMARAKULASINGAM SURIYAKUMAR

Kumarakulasingam Suriyakumar
Chairman, President and Chief Executive Officem@pal Executive Officer)



Exhibit 31.2
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO RULE 13A-14(A) AND RULE 15D-14(A)
OF THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANESOXLEY ACT OF 2002

[, John E.D. Toth, certify that:

1.
2.

| have reviewed this quarterly report on FoildHdof ARC Document Solutions, In

Based on my knowledge, this report does notatomny untrue statement of a material fact ortémstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this report;

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

The registrans other certifying officer(s) and | are responsiioleestablishing and maintaining disclosure cdstemd procedure
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

a) Designed such disclosure controls and procedureaused such disclosure controls and procettes designed under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is
made known to us by others within those entiti@stigularly during the period in which this rep@tbeing prepared;

b) Designed such internal control over finanogdarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registrattisslosure controls and procedures and presentihsi report our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by this
report based on such evaluation; and

d) Disclosed in this report any change in thegtegint's internal control over financial reportitigat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimaport) that has
materially affected, or is reasonably likely to evélly affect, the registrant’s internal contrafes financial reporting;
and

The registrant’s other certifying officer(s)dainhave disclosed, based on our most recent e@iuaf internal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardioéctors (or persons performing
the equivalent functions):

a) All significant deficiencies and material weakres in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b) Any fraud, whether or not material, that innedunanagement or other employees who have a s@niifiole in the
registrant's internal controls over financial repay.

Date: November 7, 2014

/s/ JOHN E.D. TOTH

John E.D. Toth

Chief Financial Officer
(Principal Financial Officer)



Exhibit 32.1
CERTIFICATION

PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Kumarakulasingam Suriyakumar, certify, pursuant8 U.S.C. Section 1350, as adopted pursuaréd¢tidd 906 of the Sarbanes-Oxley Act
of 2002, that the Quarterly Report of ARC Docum®alutions, Inc. (the “Company”) on Form 10-Q foe heriod ended September 30, 2014
fully complies with the requirements of Sectiond)3¢r 15(d) of the Securities Exchange Act of 1884 that the information contained in si
report fairly presents in all material respectsfthancial condition and results of operationshe Company.

Date: November 7, 2014

/sl KUMARAKULASINGAM SURIYAKUMAR
Kumarakulasingam Suriyakumar
Chairman, President and Chief Executive Officem@pal Executive Officer)




Exhibit 32.2
CERTIFICATION

PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, John E.D. Toth, certify, pursuant to 18 U.S.€ctHn 1350, as adopted pursuant to Section 9@itedbarbanes-Oxley Act of 2002, that the
Quarterly Report of ARC Document Solutions, Inbe(tCompany”) on Form 10-Q for the period endedtSeper 30, 2014 fully complies
with the requirements of Section 13(a) or 15(dhef Securities Exchange Act of 1934 and that tferimation contained in such report fairly
presents, in all material respects, the finanaaldition and results of operations of the Company.

Date: November 7, 2014

/s/ JOHN E.D. TOTH

John E.D. Toth

Chief Financial Officer
(Principal Financial Officer)



