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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 June 30, 2013

or

O 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.R.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 €l filed all reports required to be filed by Secti8 or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastfgs. YesX No O

Indicate by check mark whether the registrant lsstted electronically and posted on its corpo¥atb site, if any, every Interactive Data
File required to be submitted and posted pursuaRule 405 of Regulation ${8 232.405 of this chapter) during the precediignonths (o
for such shorter period that the registrant wasired to submit and post such files). Y&d No O

Indicate by check mark whether the registrantlerge 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 fili O Accelerated filel

Non-accelerated file O (Do not check if a smaller reporting compa Smaller reporting compar O
Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Acfyes O No

As of August 2, 2013, there were 46,316,478 shafrise issuer’'s common stock outstanding.
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FORWARD-LOOKING STATEMENTS

This Form 10-Q contains statements that are “fotv@aoking statements” within the meaning of thevRté Securities Litigation Reform Act
of 1995. When used in this Form 10-Q, the worddiébe,” “expect,” “anticipate,” “estimate,” “intenti“plan,” “project,” “target,” “likely,”
“will,” “would,” “could,” and variations of such wals and similar expressions as they relate to @magement or to ARC Document
Solutions, Inc. (the “Company”) are intended toniify forward-looking statements. These forwardKimg statements involve risks and
uncertainties that could cause actual resultsfferdnaterially from those contemplated herein. Mége described in Part II, Item 1A-“Risk
Factors” a number of factors that could cause otuah results to differ from our projections oriegites. These factors and other risk factors
described in this Form 10-Q are not necessarilgfahe important factors that could cause actesliits to differ materially from those
expressed in any of our forward-looking stateme@ther unknown or unpredictable factors also cdwaldn our results. Consequently, there
can be no assurance that the actual results ofagiements anticipated by us will be realized or,reifesubstantially realized, that they will
have the expected consequences to, or effectsofBiven these uncertainties, you are cautionedongiace undue reliance on such forward-

looking statements.

Except where otherwise indicated, the statementiermathis Form 10-Q are made as of the date wd this report with the Securities and
Exchange Commission and should not be relied upaf any subsequent date. All future written andbakeforward-looking statements
attributable to us or any person acting on our ielna expressly qualified in their entirety by tteutionary statements contained or referred
to in this section. We undertake no obligation, apecifically disclaim any obligation, to publialypdate or revise any forward-looking
statements, whether as a result of new informafidgare events or otherwise. You should, howevensailt further disclosures we make in
future filings of our Forms 10-K, Forms 10-Q, amatfas 8-K, and any amendments thereto, as well apromy statements.
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PART I—FINANCIAL INFORMATION
Item 1. Condensed Consolidated Financial Statements

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

(In thousands, except per share date
Assets
Current asset:
Cash and cash equivalel
Accounts receivable, net of allowances for accoteteivable 0$2,736and $2,63¢
Inventories, ne
Deferred income taxe
Prepaid expenst
Other current asse
Total current asse
Property and equipment, net of accumulated degresiaf $201,643and $197,83!
Goodwill
Other intangible assets, r
Deferred financing fees, n
Deferred income taxe
Other asset
Total asset
Liabilities and Equity
Current liabilities:
Accounts payabl
Accrued payroll and payr«-related expense
Accrued expense
Current portion of lon-term debt and capital leas
Total current liabilities
Long-term debt and capital leas
Deferred income taxe
Other lon¢-term liabilities
Total liabilities

Commitments and contingencies (Note
Stockholder equity:
ARC Document Solutions, Inc. stockholc’ equity:
Preferred stock, $0.001 par value, 25,000 shart®rared;0 shares issued and outstand

Common stock, $0.001 par value, 150,000 sharesamtid;46,356and 46,274 shares issued &31€

and 46,262 shares outstand
Additional paic-in capital
Retained earning
Accumulated other comprehensive inca

Less cost of common stock in treasi40and 12 share

Total ARC Document Solutions, Inc. stockhol¢ equity
Noncontrolling interes

Total equity
Total liabilities and equit

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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June 30, December 31
2013 2012
$ 32,373 $ 28,02
63,11: 51,85¢
13,71; 14,25
38¢€ —
3,99¢ 3,271
3,31¢ 6,81¢
116,90: 104,22:
56,55: 56,47:
212,60¢ 212,60¢
31,02 34,49¢
3,65¢ 4,21¢
1,35(C 1,24¢
2,27¢ 2,57¢
$424,36¢ $ 415,83¢
$ 24,82« $ 21,21t
9,83¢ 6,77¢
21,95¢ 22,32
12,06: 13,26:
68,67 63,57:
208,72. 209,26:
30,31¢ 28,93¢
3,137 3,231
310,85! 305,00:
46 46
103,84( 102,51(
1,832 69t
411 68¢
106,12¢ 103,94(
134 44
105,99! 103,89¢
7,51¢ 6,941
113,51: 110,83
$424,36¢ $ 415,83¢
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ARC DOCUMENT SOLUTIONS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

(In thousands, except per share date

Service sales

Equipment and supplies sa

Total net sale
Cost of sale:

Gross profit
Selling, general and

administrative exper

Amortization of intangible asse
Restructuring expens

Income from operation

Other income
Interest expense, n

Income (loss) before income tax provis

Income tax provisiol

Net income (loss
Income attributable to noncontrolling inter:

Net income (loss) attributable to ARC Document 8ohs, Inc. shareholde
Earnings (loss) per share attributable to ARC Dasnin$olutions, Inc. shareholde

Basic
Diluted

Weighted average common shares outstani

Basic
Diluted

Three Months Ended

Six Months Ended

June 30, June 30,

2013 2012 2013 2012
$91,62¢ $91,78: $179,42¢ $181,45!
12,99¢ 14,44¢ 25,23( 28,34¢
104,62: 106,22¢ 204,65t 209,80:
69,011 72,47" 136,66 144,17(
35,611 33,75 67,99( 65,63
24,891 23,97: 48,66¢ 47,43(
1,69¢ 2,80t 3,44¢ 7,39¢
63€ — 1,10¢ —
8,38t 6,97¢ 14,77: 10,80:
(35) (24) (612) (59
6,07¢ 7,25k 12,117 14,69:
2,344 (25€) 2,71¢ (3,836
1,467 61¢ 1,15¢€ 1,92¢
877 (875) 1,56( (5,76%)
(155) (17€) (427) (195)
$ 722 $ (1,059 $ 1,137 $ (5960
$ 00z $ (0.0 $ 0.0 $ (0.19
$ 00z $ (0.0 $ 0.0 $ (0.19
45,901 45,66 45,83: 45,60¢
46,05¢ 45,66 45,88¢ 45,60¢

The accompanying notes are an integral part ottbeadensed consolidated financial statements.
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ARC DOCUMENT SOLUTIONS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
(In thousands) 2013 2012 2013 2012
Net income (loss $ 877 $ (87F) $1,56( $(5,76%)
Other comprehensive income (loss), net of
Foreign currency translation adjustme 27 (311 (12€) 9
Amortization of derivative, net of tax effect $0 for the three and six months ended
June 30, 2013, and $380 and $849 for the thresiandonths ended June 30, 2012,
respectively — 63€ — 1,42
Other comprehensive income (loss), net of 27 32t (12€) 1,431
Comprehensive income (los 904 (550 1,43¢ (4,339
Comprehensive income attributable to noncontroliirtgrest 26€ 154 57& 213
Comprehensive income (loss) attributable to ARCuboent Solutions, Inc. sharehold $ 63t $ (704 $ 855 $(4,54)

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
AND COMPREHENSIVE INCOME (LOSS)
(Unaudited)

(In thousands, except per share date
Balance at December 31, 2011
Stoclk-based compensatic
Issuance of common stock under Employ
Stock Purchase Ple
Stock options exercise
Tax benefit from stock-based compensat
net of tax deficienc'
Comprehensive los
Net (loss) incomi
Foreign currency translation
adjustment:
Amortization on derivative, net of ta
effect
Comprehensive los

Balance at June 30, 20

(In thousands, except per share date
Balance at December 31, 2012
Stoclk-based compensatic
Issuance of common stock under Employ
Stock Purchase Pl:

Treasury share
Comprehensive incom

Net income

Foreign currency translation

adjustment:

Comprehensive incorr

Balance at June 30, 20

ARC DOCUMENT SOLUTIONS, INC.

ARC Document Solutions, Inc. Shareholder:

Accumulated

The accompanying notes are an integral part obtheadensed consolidated financial statements.
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Common Stock Additional Other Common
Comprehensive Noncontrolling
Par Paid-in Retained Stock in
Shares Value Capital Earnings Income (loss) Treasury Interest Total
46,23t $ 46 $ 99,72¢ $32,66: $ 2,760 $ — $ 6,38¢ $137,06!
31 — 90z — — — — 90z
6 — 28 — — — — 28
15 — 79 — — — — 79
T 67€ — — — — 67€
== - (5,960) - - 195 (5,765
S — — — (9) — 18 9
T — — 1,422 — — 1,42:
(4,339
46,287 $ 46 $101,41: $26,70: $ (347 $ — $ 6,601 $134,41
ARC Document Solutions, Inc. Shareholder:
Accumulated
Common Stock Additional Other Common
. Noncontrolling
Comprehensive
Par Paid-in Retained Stock in
Shares Value Capital Earnings Income (loss) Treasury Interest Total
46,27: $ 46 $10251( $ 69t $ 68 $ (49 $ 6,941 $110,83
51 — 1,321 — — — — 1,321
3 — 9 — — — — 9
28 — — — — (90) — (90)
— — — 1,137 — — 42% 1,56(
- = — — (27€) — 152 (126)
1,434
46,35¢ $ 46 $103,84( $ 183 $ 411 $ (139 $ 7,51€¢ $113,51:
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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 msthcprovided by operating activitie

Allowance for accounts receivak
Depreciatior

Amortization of intangible asse
Amortization of deferred financing cos
Amortization of bond discour
Stoclk-based compensatic

Deferred income taxe

Deferred tax valuation allowan:
Restructuring expense, r-cash portior
Amortization of derivative, net of tax effe
Other nor-cash items, ne

Changes in operating assets and liabilities, neffett of business acquisitior

Accounts receivabl
Inventory
Prepaid expenses and other as
Accounts payable and accrued expei
Net cash provided by operating activit
Cash flows from investing activities
Capital expenditure
Other
Net cash used in investing activiti
Cash flows from financing activities
Proceeds from stock option exerci:
Proceeds from issuance of common stock under Erapl&yock Purchase Pl
Share repurchases, including shares surrenderéafarithholding
Proceeds from borrowings on lc-term debt agreemer
Payments on lor-term debt agreements and capital lei
Net borrowings (repayments) under revolving créatilities
Payment of deferred financing co
Net cash used in financing activiti
Effect of foreign currency translation on cash haks
Net change in cash and cash equival
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe
Supplemental disclosure of cash flow informatior
Noncash financing activities
Capital lease obligations incurr

Three Months Ended

Six Months Ended

June 30, June 30,

2013 2012 2013 2012
$ 877 $ (875 $ 1,56( $(5,769)
301 164 44¢€ 404
7,02( 7,061 13,97¢ 14,12
1,69¢ 2,80¢ 3,44¢ 7,39¢
27¢ 281 561 53¢
167 15C 332 297
72¢ 45¢ 1,321 90:<
1,14¢ (179 73€ (502
154 944 174 2,912

23t — 29: —
— 63€ — 1,422
(182 (63 (295) (93)
(2,666 (499 (11,849  (6,12))
234 (1,06 28( (1,585
(619 (140) 3,09( (40€)
(1,269 (5,239 5,921 3,33t
8,11( 4,45¢ 19,99:  16,85(
(4430 (5457 (10,04) (9,262
182 (375) 53¢ (184
(4,248 (5,832 (9,509 (9,446
— 79 — 7¢
9 7 9 28

(90) — (90) —

40z — 402 —
(3,079 (4,079 (6,407 (8,466
92¢ (935) (210 (389)
— (127) — (839)
(1,825 (5,059 (6,296)  (9,581)
121 (65) 164 58
2,15¢ (6,496 4,35¢ (2,119
30,21¢ 29,81« 28,02: 25,43
$32,377 $23,31¢ $32377 $23,31¢
$299. $288/ $ 424¢ $6,73(

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 Solast, “ARC” or the “Company”) provides specializedaliment management services
to businesses of all types, with an emphasis omalneresidential segment of the architectural, megiing and construction (“AECIHidustry.
ARC offers a variety of services including: Onstervices, Digital Services, Color Services, andifi@nal Reprographics Services. In
addition, ARC also sells Equipment and Supplieg Tompany conducts its operations through its wkmlned operating subsidiary,
American Reprographics Company, L.L.C., a Califarirhited liability company, and its subsidiaries.

Basis of Presentatio

The accompanying interim Condensed Consolidatedr€ial Statements are prepared in accordance egthuating principles generally
accepted in the United States of America (“GAARS) ihterim financial information and in conformityith the requirements of the SEC. As
permitted under those rules, certain footnotegherdinancial information required by GAAP for cphate financial statements have been
condensed or omitted. In management’s opinionato®mpanying interim Condensed Consolidated Fiahftatements presented reflect all
adjustments of a normal and recurring nature tteahacessary to fairly present the interim Condei@ensolidated Financial Statements. All
material intercompany accounts and transactione haen eliminated in consolidation. The operatesyits for the three and six months
ended June 30, 2013 are not necessarily indicafittee results that may be expected for the yedingnDecember 31, 2013.

The preparation of financial statements in confeymiith GAAP requires management to make estimatesassumptions that affect the
amounts reported in the interim Condensed Congelidginancial Statements and accompanying notesCBbmpany evaluates its estimates
and assumptions on an ongoing basis and reliesstoribal experience and various other factors ithaglieves to be reasonable under the
circumstances to determine such estimates. Aotsalts could differ from those estimates, and slifarences may be material to the inte
Condensed Consolidated Financial Statements.

These interim Condensed Consolidated Financiaéftamts and accompanying notes should be read jormtion with the consolidated
financial statements and notes included in the Gomis 2012 Form 10-K.

Recent Accounting Pronounceme

In March 2013, the Financial Accounting Standardaf8 (“FASB”) issued Accounting Standards UpdaeSt”) 2013-05. The new
guidance covers the accounting for a cumulativestedion adjustment on the parent entity upon degrition of a subsidiary or group of
assets within a foreign entity. This new guidareguires that the parent release any related cuvrikainslation adjustment into net income
only if the sale or transfer results in the complet substantially complete liquidation of the fgreentity in which the subsidiary or group of
assets had resided. The adoption of ASU 2013-U%wieffective beginning January 1, 2014. The Campmioes not anticipate the adoption
to materially impact the Company’s Condensed Codatedd Financial Statements.

In February 2013, the FASB issued ASU 2013-02. Tikis guidance requires entities to present (eithethe face of the income statement or
in the notes) the effects on the line items ofitlk®me statement for amounts reclassified out ofiaxulated other comprehensive income.
The adoption of ASU 2013-02 had no impact to then@any’s Condensed Consolidated Financial Statements

Segment Reporting

The provisions of Accounting Standards CodificatfthSC”) 280, Disclosures about Segments of an Enterprise andt&tlnformation
require public companies to report financial ansgladiptive information about their reportable opgrgtsegments. The Company identifies
operating segments based on the various busintgiieg that earn revenue and incur expense, wbpseating results are reviewed by the
chief operating decision maker. Based on the fattdperating segments have similar products amitss, classes of customers, production
processes and economic characteristics, the Comgpa®emed to operate as a single reportable segmen

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

Three Months Ended Six Months Ended
June 30, June 30,
2013 2012 2013 2012
Service Sale
Traditional reprographic $ 30,51¢ $ 34,28¢ $ 60,07 $ 67,60
Color 21,84¢ 20,50: 42,75 40,50¢
Digital 8,69( 9,50¢ 17,05: 19,19¢
Subtotal® 61,05: 64,29 119,87¢ 127,30¢
Onsite service® 30,57¢ 27,49( 59,55: 54,14¢
Total services sale 91,62¢ 91,78: 179,42¢ 181,45!

Equipment and supplies sale 12,99 14,44* 25,23( 28,34¢




Total net sale $104,62. $106,22¢ $204,65¢ $209,80:

(1) For comparison purposes this subtotal agrettsReprographics Services historically reportedmid the 2012 Annual Report on Form
1C-K.

(2) Represents work done at the Company’s custsitesy which includes Facilities Management (“FMrigaManaged Print Services
(“MPS").

Risk and Uncertaintie

The Company generates the majority of its revenum Bales of services and products to the AEC imgluas a result, the Company’s
operating results and financial condition can lgmi§icantly affected by economic factors that imfhce the AEC industry, such as non-
residential construction spending, GDP growth,rederates, unemployment rates, and office vaceateyg. Reduced activity (relative to
historic levels) in the AEC industry would diminidemand for some of ARC'’s services and products vasuld therefore negatively affect
revenues and have a material adverse effect busisess, operating results and financial condition

9
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As part of the Company’s growth strategy, ARC imketo continue to offer and grow a variety of segvbfferings that are relatively new to
the Company. The success of the Company’s effditbevaffected by its ability to acquire new cusiers for the Company’s new service

offerings as well as sell the new service offeritagexisting customers. The Company’s inabilitstmcessfully market and execute these

relatively new service offerings could significgnéffect its business and reduce its long termmageresulting in an adverse effect on its

results of operations and financial condition.

2. Earnings per Share

The Company accounts for earnings per share irrdanoe with ASC 26(Earnings Per ShareBasic earnings per share is computed by
dividing net income attributable to ARC by the wigd-average number of common shares outstandirtd@eriod. Diluted earnings per
share is computed similar to basic earnings peestecept that the denominator is increased tadtecthe number of additional common
shares that would have been outstanding if comrhares subject to outstanding options and acquisitghts had been issued and if the
additional common shares were dilutive. Commonkseguivalents are excluded from the computatiaghefr effect is anti-dilutive. For the
three and six months ended June 30, 2013, stogknsdbr 2.2 million and 3.8 million common sharesspectively, were excluded from the
calculation of diluted net income attributable tR@ per common share because they were anti-dilUfimethe three and six months ended
June 30, 2012, stock options for 2.3 million commshares were excluded from the calculation of ddutet income attributable to ARC per
common share because they were anti-dilutive.

Basic and diluted earnings per share for the tanekesix months ended June 30, 2013 and 2012 wkendated using the following common
shares:

Three Months Ended Six Months Ended
June 30, June 30,
2013 2012 2013 2012
Weighted average common shares outstanding—basic 45,90. 45,667 45,83 45,60
Effect of dilutive impact on equi-based compensation awa 157 — 52 —
Weighted average common shares outstar—diluted 46,05¢ 45,667 45,88/ 45,60

3. Restructuring Expenses

To ensure that the Company’s costs and resourcesiméne with demand for its current portfolio ®érvices and products, management
initiated a restructuring plan in the fourth quad&2012. Through June 30, 2013, the restructupiag included the closure of 41 of the
Company’s service centers, which represented nhaire 10% of its total number of service center liocet In addition, as part of the
restructuring plan, the Company reduced headcauhtraddle management associated with its servingecéocations, streamlined the senior
operational management team, and allocated mooenass into growing sales categories such as mdnag# services. The reduction in
headcount totaled approximately 300 full-time erngpkes, which represented approximately 10% of thag@my’s total workforce.

Restructuring expenses include employee terminatists, estimated lease termination and obligatasts, and other restructuring expenses.
The Companys restructuring efforts included service centesgtes in both 2012 and 2013. For the three antheirths ended June 30, 20
the Company closed four and eight service centations, respectively, in addition to 33 closure2012. In total, the Company estimates
that 2013 closures will result in restructuring empes of less than $1.5 million.

The following table summarizes restructuring exgsriacurred in the three and six months ended 30n2013.

Three Months Endec Six Months Endec

June 30, 2013 June 30, 2013
Employee termination costs $ — $ 11
Estimated lease termination and obligation ¢ 55¢ 96€
Other restructuring expens 77 131
Total restructuring expens $ 63€ $ 1,10¢

The changes in the restructuring liability from Beter 31, 2012 through June 30, 2013 are summaaizéallows:

Six Months Endec

June 30, 2013

Balance, December 31, 2012 $ 2,29¢
Restructuring expensi 1,10¢
Payment: (2,619
Adjustments )]

Balance, June 30, 20: $ 79C

4. Goodwill and Other Intangibles Resulting from Bisiness Acquisitions



Goodwill

In connection with acquisitions, the Company apptiee provisions of ASC 80Business Combinationsising the acquisition method of

accounting. The excess purchase price over thesexbéair value of net tangible assets and idabt#iintangible assets acquired is recorded
as goodwill.

In accordance with ASC 350tangibles—Goodwill and Otherthe Company assesses goodwill for impairment allyhas of September 30,
and more frequently if events and circumstancegate that goodwill might be impaired.
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At September 30, 2012, absent the fact that thepaosnassesses goodwill for impairment annuallyf&eptember 30, the Company
determined that there were sufficient indicatortigger a goodwill impairment analysis. The indara included, among other factors: (1) the
Company'’s underperformance relative to its plathathird quarter of 2012, (2) the performance agtgplan of reporting units which
previously had goodwill impairment, (3) the economnvironment, and (4) the continued decreaseageland small format printing at the
Company’s service centers, which the Company managebelieves is partly due to customers’ incregsioption of technology. The
Company’s analysis indicated that seven of itseporting units, six in the United States and on€amada, had a goodwill impairment as of
September 30, 2012. Accordingly, the Company rembadpretax, non-cash charge for the three momnithasceSeptember 30, 2012 to reduce
the carrying value of goodwill by $16.7 million. 82d upon its assessment, the Company concludeddlgtodwill impairment triggering
events have occurred during the first six month20df3 that would require an additional impairmest t

Goodwill impairment testing is performed at theadmg unit level. Goodwill is assigned to repogiuanits at the date the goodwill is initially
recorded. Once goodwill has been assigned to liegarhits, it no longer retains its associationhwatparticular acquisition, and all of the
activities within a reporting unit, whether acquirer internally generated, are available to supti@tvalue of the goodwill.

Goodwill impairment testing is a two-step proced®p one involves comparing the fair value of #q@orting units to its carrying amount. If
the carrying amount of a reporting unit is greéit@n zero and its fair value is greater than itsy@ag amount, there is no impairment. If the
reporting unit’s carrying amount is greater tham f&ir value, the second step must be completetetsure the amount of impairment, if any.
Step two involves calculating the implied fair valof goodwill by deducting the fair value of alhgable and intangible assets, excluding
goodwill, of the reporting unit from the fair valeé the reporting unit as determined in step oree implied fair value of goodwill determin

in this step is compared to the carrying valueadyvill. If the implied fair value of goodwill iks than the carrying value of goodwill, an
impairment loss is recognized equal to the diffeeen

The Company determines the fair value of its répgrinits using an income approach. Under the ircapproach, the Company determined
fair value based on estimated discounted futurk ftaw/s of each reporting unit. The cash flows diszounted by an estimated weighted-
average cost of capital, which is intended to otflee overall level of inherent risk of a repogtinnit. Determining the fair value of a
reporting unit is judgmental in nature and requtressuse of significant estimates and assumptionkiding revenue growth rates and
EBITDA margins, discount rates and future marketditons, among others. The Company considered eharkormation in assessing the
reasonableness of the fair value under the incgapsoach outlined above.

Given the current economic environment, the chapdocument and printing needs of the Company’soouets, and the uncertainties
regarding the related impact on the Comparisiness, there can be no assurance that thexeetiand assumptions made for purposes 1
Company’s goodwill impairment testing in 2012 wahove to be accurate predictions of the futuréhdéf Company’s assumptions, including
forecasted EBITDA of certain reporting units, ace achieved, the Company may be required to readditional goodwill impairment
charges in future periods, whether in connectiah wie Company’s next annual impairment testinthethird quarter of 2013, or on an
interim basis, if any such change constitutesgayéiiing event (as defined under ASC 3bfangibles—Goodwill and Othégroutside of the
quarter when the Company regularly performs itsuahgoodwill impairment test. It is not possiblefais time to determine if any such future
impairment charge would result or, if it does, wiggtsuch charge would be material.

The changes in the carrying amount of goodwill fréemuary 1, 2012 through June 30, 2013 are sumeasaiz follows:

Accumulated

Net

Gross Impairment Carrying

Goodwill Loss Amount
January 1, 2012 $405,55¢ $ 176,24 $229,31!

Additions — — —
Goodwill impairment — 16,701 (16,707
December 31, 201 405,55¢ 192,95( 212,60t

Additions — — —

Goodwill impairment — — —
June 30, 201 $405,55¢ $ 192,95( $212,60:¢

See “Critical Accounting Policies” in ManagemerDscussion and Analysis of Financial Condition &ebults of Operations for further
information regarding the process and assumptisad in the goodwill impairment analysis.

Longlived Assets

The Company periodically assesses potential imgaitsof its long-lived assets in accordance withgitovisions of ASC 36@ccounting
for the Impairment or Disposal of Lo-lived Assets An impairment review is performed whenever evemtshanges in circumstances
indicate that the carrying value of the assets naybe recoverable. The Company groups its asttis dowest level for which identifiable
cash flows are largely independent of the cashdlofithe other assets and liabilities. The Compws/determined that the lowest level for
which identifiable cash flows are available is tigsional level.

Factors considered by the Company include, bubardéimited to, significant underperformance relatto historical or projected operating
results; significant changes in the manner of dgbeacquired assets or the strategy for the dvauainess; and significant negative indus



or economic trends. When the carrying value ofrgdived asset may not be recoverable based uporxibieiece of one or more of the ab:
indicators of impairment, the Company estimatedhae undiscounted cash flows expected to résuit the use of the asset and its
eventual disposition. If the sum of the expectadreiundiscounted cash flows and eventual dispwsisi less than the carrying amount of the
asset, the Company recognizes an impairment lasgmpairment loss is reflected as the amount byctvkiie carrying amount of the asset
exceeds the fair value of the asset, based orathediue if available, or discounted cash flov$air value is not available.

Other intangible assets that have finite livesaam®rtized over their useful lives. Customer reladitips are amortized using the accelerated
method, based on customer attrition rates, ovér éiséimated useful lives of 13 (weighted averagrs.

During the fourth quarter of 2010, the Company dedito consolidate the various brands that prelyjaepresented the Company’s market
presence in North America. Beginning in Januaryl2@hch of the Company’s North American operategngents and their respective
locations began to adopt ARC, the Company’s ovéralhd name. Original brand names were used irunotipn with the new ARC brand
name to reinforce the Company’s continuing presémt¢iee business communities it serves, and ongalagionships with its customers.
Accordingly, the remaining estimated useful livéshe trade name intangible assets were revisechdow8 months. This change in estimate
was accounted for on a prospective basis, resutingcreased amortization expense over the reuisetul life of each trade name. There

no related impact for the three and six months éddeme 30, 2013. The impact of this change inhheetand six months ended June 30, 2012
was an increase in amortization expense of appiteiiyn $0.8 million and $3.2 million, respectivelyrade names were amortized using the
straight-line method. The Company retired the aagNorth American trade names in April 2012.
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The following table sets forth the Compasigther intangible assets resulting from businegsiaitions as of June 30, 2013 and Decembe
2012 which continue to be amortized:

June 30, 201% December 31, 201
Gross Accumulated Net Gross Accumulated Net
Carrying Carrying Carrying Carrying
Amount Amortization Amount Amount Amortization Amount
Amortizable other intangible asst
Customer relationshir $ 97,808 $ 67,37. $30,437 $97,92¢ $ 64,02« $33,90:
Trade names and tradema 20,36¢ 19,777 58¢ 20,35( 19,75¢ 59¢€

$118,17( $ 87,14¢ $31,020 $118,27¢ $ 83,77¢  $34,49¢

Based on current information, estimated future dizetion expense of amortizable intangible assmtshfe remainder of the 2013 fiscal year,
each of the subsequent four fiscal years and tfiereae as follows:

2013 (excluding the six months ended June 30, 2 $ 3,157
2014 5,751
2015 5,21¢
2016 4,51¢
2017 3,99¢
Thereafte! 8,37¢

$31,02:

5. Income Taxes

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

The Company recorded an income tax provision d $#illion and $1.2 million in relation to pretaxdome of $2.3 million and $2.7 million
for the three and six months ended June 30, 2@%Bectively. The income tax provision was primadlilye to the impact of amortization of
tax basis goodwill in a deferred tax liability pisin.

In accordance with ASC 740-1licome Taxesthe Company evaluates its deferred tax asselstesmine if a valuation allowance is requi
based on the consideration of all available evidarsing a “more likely than not” standard, withrsfgcant weight being given to evidence
that can be objectively verified. This assessmensiders, among other matters, the nature, frequamd severity of current and cumulative
losses, forecasts of future profitability; the léngf statutory carryover periods for operatingsks and tax credit carryovers; and available tax
planning alternatives. During 2011, 2012 and tkevsdnths ended June 30, 2013, the Company detedrttia¢ cumulative losses for the
preceding twelve quarters constituted sufficierjective evidence (as defined by ASC 740-10) thadlaation allowance on certain deferred
assets was needed. As of June 30, 2013, the Corhpargy $78.4 million valuation allowance againstade of its deferred tax assets.

Based on the Company’s assessment, the remainirefegred tax assets of $1.7 million as of June2B3 are considered to be more likely
than not to be realized. The valuation allowanc###.4 million may be increased or decreased adittons change or if the Company is
unable to implement certain available tax planrstrgtegies. The realization of the Company’s nétrded tax assets ultimately depend on
future taxable income, reversals of existing tagabmporary differences or through a loss carnkb@be Company has income tax
receivables of $0.3 million as of June 30, 2013uded in other current assets in its condensedatidlased balance sheet primarily related to
income tax refunds for prior years.

6. Long-Term Debt
Long-term debt consists of the following:

December 31

June 30
2013 2012

10.5% senior notes due 2016, net of bond discdub? @16and $3,148 $197,18: $ 196,85:
Various capital leases; weighted average inteegstaf7.5% at June 3C

2013 and December 31, 2012; principal and intgragable monthly

through June 201 21,21( 23,44:
Borrowings from foreign revolving credit facilitie8.6% interest rate a

June 30, 2013 and December 31, 2 1,81« 1,98t

Various other notes payable with a weighted avenatgeest rate of
6.3% and 6.0% at June 30, 2013 and December 31, 2012,
respectively; principal and interest payable manthfough June
2016 57¢ 24z




220,78 222,52
Less current portio (12,067 (13,267)

$208,72: $ 209,26:

10.5% Senior Notes due 2016
On December 1, 2010, the Company completed a prplatement of 10.5% senior unsecured notes dug (294 “Notes”).

The Notes have an aggregate principal amount dd $@0ion. The Notes are general unsecured serhbgations of the Company and are
subordinate to all existing and future senior sedwtebt of the Company to the extent of the assetsring such debt. The Company’s
obligations under the Notes are jointly and seWelaranteed by all of the Company’s domestic glidages. The issue price was 97.824%
with a yield to maturity of 11.0%. Interest on tNetes accrues at a rate of 10.5% per annum arayabfe semiannually in arrears on June 15
and December 15 of each year, commencing on Jur01%. The Company will make each interest payreetite holders of record of the
Notes on the immediately preceding June 1 and Deeeth
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The Company received gross proceeds of $195.6omiliom the Notes offering. In connection with theuance of the Notes, the Company
entered into an indenture (the “Indenture”). Thaddovere offered only to qualified institutionalfeus pursuant to Rule 144A under the
Securities Act of 1933, as amended (the “Securfiet®), and outside the United States to rdrs. persons pursuant to Regulation S unde
Securities Act.

Optional RedemptionAt any time prior to December 15, 2013, the Comyp@aay redeem all or part of the Notes upon na than 30 nor
more than 60 days’ prior notice at a redemptiongequal to the sum of (i) 100% of the principabamt thereof, plus (ii) a make-whole
premium as of the date of redemption, plus (iigraed and unpaid interest, if any, to the dateedémption. In addition, the Company may
redeem some or all of the Notes on or after Decerhbe2013, at redemption prices set forth in thaehture, together with accrued and
unpaid interest, if any, to the date of redemptistnany time prior to December 15, 2013, the Conypaay use the proceeds of certain equity
offerings to redeem up to 35% of the aggregatecipat amount of the Notes, including any permiteditional notes, at a redemption price
equal to 110.5% of the principal amount of the Notleemed, plus accrued and unpaid interestyjftarthe date of redemption.

Repurchase upon Change of ContUpon the occurrence of a change in control (asddfin the Indenture), each holder of the Notes may
require the Company to repurchase all of the thastanding Notes in cash at a price equal to 10flfteocaggregate principal amount of the
Notes to be repurchased, plus accrued and unpaictgt, if any, to the date of repurche

Other CovenantsThe Indenture contains covenants that limit, agnother things, the Company’s and certain of itss@liaries’ ability to

(1) incur certain additional debt and issue preféistock, (2) make certain restricted payments;@gB8summate specified asset sales, (4) enter
into certain transactions with affiliates, (5) deebiens, (6) declare or pay any dividend or make @her distributions, (7) make certain
investments, and (8) merge or consolidate withlargperson.

Events of Defau. The Indenture provides for customary events ¢diwle(subject in certain cases to customary geamecure periods), whi
include non-payment, breach of covenants in thentute, cross default and acceleration of otheghtetiness, failure to pay certain
judgments and certain events of bankruptcy andvesoy. Generally, if an event of default occuhg Trustee or holders of at least 259
principal amount of the then outstanding Notes uheglare the principal of and accrued but unpaierésgt on all of the then-outstanding
Notes to be due and payak

Exchange OffelPursuant to a registered exchange offer in May 20tELlCompany offered to exchange up to $200 milliggregate princip
amount of the Notes, for new notes that were reggstunder the Securities Act. The terms of thesteiged notes are the same as the terms of
the Notes, except that they are registered un@eBéeurities Act and the transfer restrictionsisteation rights and additional interest
provisions are not applicable. The Company accetpeéxchange of $200 million aggregate principabants of the Notes that were

properly tendered in the exchange offer.

Note Repurchas. In July 2013, the company repurchased $7.0 millivaggregate principal amount of its 10.5% seniwecured notes due
December 15, 2016 in the open market.

2012 Credit Agreement

On January 27, 2012, the Company entered into aGredit Agreement (the “2012 Credit Agreement”) &maninated its previous senior
secured credit agreement. The 2012 Credit Agreeprentdes revolving loans in an aggregate princggabunt not to exceed $50.0 million
with a Canadian sublimit of $5.0 million, basedioventory, accounts receivable and unencumbereippegnt of the Compang’subsidiarie
organized in the US and Canada (“Domestic Subsidigrthat meet certain eligibility criteria. The 2012e@it Agreement has a maturity d
of June 15, 2016.

Amounts borrowed in US dollars under the 2012 Gradreement bear interest, in the case of LIBORi$oat a per annum rate equal to
LIBOR plus the LIBOR Margin, which may range fron73% to 2.25%, based on Average Daily Net Availgb{las defined in the 2012
Credit Agreement). All other amounts borrowed in ditflars that are not LIBOR loans bear interest pér annum rate equal to (i) the
greatest of (A) the Federal Funds rate plus 0.B)the LIBOR (calculated based upon an interesbgesf three months and determined on a
daily basis), plus 1.0% per annum, and (C) theahieterest announced, from time to time, withireMy Fargo Bank, National Association at
its principal office in San Francisco as its “primae,” plus (ii) the Base Rate Margin (as defirethe 2012 Credit Agreement), which may
range from 0.75% to 1.25%, based on Average DadélyAVailability (as defined in the 2012 Credit Agreent). Amounts borrowed in
Canadian dollars bear interest at a per annunerptal to the Canadian Base Rate (as defined inGh2 Credit Agreement) plus the LIBOR
Margin, which may range from 1.75% to 2.25%, basedverage Daily Net Availability.

The 2012 Credit Agreement contains various loarenants that restrict the Compasgbility to take certain actions, including restans on
incurrence of indebtedness, creation of liens, @mrgr consolidations, dispositions of assets,rdase or redemption of capital stock,
making certain investments, entering into certeangactions with affiliates or changing the natfrthe Company’s business. In addition, at
any time when Excess Availability (as defined ia #012 Credit Agreement) is less than $10.0 milltbe Company is required to maintain a
Fixed Charge Coverage Ratio (as defined in the Z&dit Agreement) of at least 1.0. The Companpligations under the 2012 Credit
Agreement are secured by substantially all ofstets pursuant to a Guaranty and Security Agreement

As of and during the three and six months ended 30n 2013, the Company did not have any outstgrdiit under the 2012 Credit
Agreement



As of June 30, 2013, based on inventory, acco@uivable and unencumbered equipment of the Companisidiaries organized in the
and Canada, the Company’s borrowing availabilitgemthe 2012 Credit Agreement was $50.0 millioan8by letters of credit totaling $2.5
million reduced the Company’s borrowing availapilinder the 2012 Credit Agreement to $47.5 milksrof June 30, 2013.

Foreign Credit Agreement

In the third quarter of 2012, in conjunction wite Chinese operations, UNIS Document SolutionsL@b.(*"UDS”), the Company’s Chinese
business venture with Beijing-based Unisplendontgered into ongrear revolving credit facilities. The facilitiesquide for a maximum crec
amount of 20.0 million Chinese Yuan Renminbi, whidnslates to U.S. $3.2 million as of June 30,2@raws on the facilities are limited
30 day periods and incur a fee of 0.05% of the athdtawn and no additional interest is charged.

Other Notes Payable

Includes notes payable collateralized by equiprpestiously purchased and subordinated seller mutgable related to prior acquisitions.
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7. Commitments and Contingencies

Operating Leases'he Company has entered into various non-cancetgd@eating leases primarily related to facilitieguipment and
vehicles used in the ordinary course of business.

Contingent Transaction ConsideratioFhe Company is subject to earnout obligations edtérto in connection with prior acquisitions. hiet
acquired businesses generate sales and/or opepatifity in excess of predetermined targets, then@any is obligated to make additional
cash payments in accordance with the terms of sagfout obligations. As of June 30, 2013, the Comtes potential future earnout
obligations for acquisitions consummated beforesitheption of ASC 808Business Combinationsf approximately $1.8 million through
2014 if predetermined financial targets are mebaeeded. Earnout payments prior to the adoptigkS&? 805 are recorded as additional
purchase price (as goodwill) when the contingegtents are earned and become payable.

Legal Proceeding<On October 21, 2010, a former employee, individuatid on behalf of a purported class consistingllaion-exempt
employees who work or worked for American Reprogiep Company, L.L.C. and American Reprographics gamy in the State of
California at any time from October 21, 2006 throulge present, filed an action against the Comprattye Superior Court of California for
the County of Orange. The complaint alleges, amathgr things, that the Company violated the Catifmiabor Code by failing to

(i) provide meal and rest periods, or compensatidieu thereof, (ii) timely pay wages due at temation, and (iii) that those practices also
violate the California Business and ProfessionseCathe relief sought includes damages, restitupenalties, interest, costs, and attorneys’
fees and such other relief as the court deems pr@meMarch 15, 2013, the Company participated [mizate mediation session with
claimants’ counsel which did not result in resalatof the claim. A subsequent court status conferevas held on July 8, 2013 with no
resolution reached. Although the Company beliekasit has meritorious defenses to the claim, toe@any also believes that a loss is
probable and recorded a liability of $0.9 milliomaf June 30, 2013. The case remains unresolvefiJame 30, 2013. As such, the ultimate
resolution of the claim could result in a loss eliéint than the estimated loss recorded.

In addition to the matter described above, the Gonps involved in various additional legal procegd and other legal matters from time to
time in the normal course of business. The Comp®g not believe that the outcome of any of thesttems will have a material effect on its
consolidated financial position, results of operasi or cash flows.

8. Stock-Based Compensation

The Company’s 2005 Stock Plan (the “Stock Plandvftes for the grant of incentive and non-statuinck options, stock appreciation
rights, restricted stock purchase awards, restristeck awards, and restricted stock units to eygals, directors and consultants of the
Company. The Stock Plan authorizes the Compargsteeiup to 5.0 million shares of common stock. @higunt automatically increased
annually on the first day of the Company’s fiscehy, from 2006 through and including 2010, by #ssér of (i) 1.0% of the Company’s
outstanding shares on the date of the increa¥®, iimillion shares; or (iii) such smaller numioéshares determined by the Company’s
board of directors. As of June 30, 2013, 0.6 milldhares remain available for issuance under thek$tlan.

Stock options granted under the Stock Plan genegapire no later than ten years from the daterafig Options generally vest and become
fully exercisable over a period of two to five yeéiom date of award, except that options grartatbh-employee directors may vest over a
shorter time period. The exercise price of optionst be equal to at least 100% (110% in the caae @fcentive stock option granted to a
10% stockholder) of the fair market value of thex@any’s common stock on the date of grant. The Gapllows for cashless exercises of
vested outstanding options.

During the six months ended June 30, 2013, the @ompgranted options to acquire a total of 1.5 onillshares, respectively, of the
Company’s common stock to certain key employeek ait exercise price equal to the fair market vafuthe Company’s common stock on
the date of grant. The stock options granted tedgh@y employees vest annually over three to fearg/and expire 10 years after the date of
grant.

The impact of stock-based compensation before iecaxes on the interim Condensed ConsolidatedrBeatis of Operations was $0.7
million and $0.5 million for the three months endiohe 30, 2013 and 2012, respectively.

The impact of stock-based compensation before iecaxes on the interim Condensed ConsolidatedrBeatis of Operations was $1.3
million and $0.9 million for the six months endacé@ 30, 2013 and 2012, respectively.

As of June 30, 2013, total unrecognized compensatst related to unvested stock-based paymeirigdo$5.7 million and is expected to be
recognized over a weighted-average period of 2atsye

9. Derivatives and Hedging Transactions
As of June 30, 2013 the Company was not party yodanivative or hedging transactions.

As of December 31, 2010, the Company was partystoap transaction, in which the Company exchangefibiating-rate payments for fixed-
rate payments. As of December 1, 2010, the swagdrdion was de-designated upon issuance of thesiwoid payoff of the Company’s
previous credit agreement. The swap transactidomger qualified as a cash flow hedge under ASG BEbivatives and Hedgingas all the
floating-rate debt was extinguished. The swap &atign qualified as a cash flow hedge up to NovardBe2010. On January 3, 2011, the
Company terminated and settled the swap transau



As of June 30, 2013, there is no amount deferregt@umulated other comprehensive income relatadyswap transactions.

The following table summarizes the effect of thepwransaction on the interim Condensed Consotidatatements of Operations for the
three and six months ended June 30, 2013 and 2012:

Amount of Gain or (Loss) Reclassified fronr
Accumulated Comprehensive Income (Loss) into Incom

(effective portion) (ineffective portion)
Three Months Ended Six Months Ended Three Month Ended Six Months Ended
June 30, June 30, June 30, June 30,
2013 2012 2013 2012 2013 2012 2013 2012
Location of Loss Reclassified from AOCL into Income
Interest expens $—  $(101H $— $2227) $ — $ — $— $ —

10. Fair Value Measurements

Fair Values of Financial InstrumentThe following methods and assumptions were usetidyompany in estimating the fair value of its
financial instruments for disclosure purposes:
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Cash equivalent€Cash equivalents are time deposits with maturitthcgfe months or less when purchased, which ardyhiiguid and readil
convertible to cash. Cash equivalents reportedenompanys Condensed Consolidated Balance Sheets were $illflah and $13.7 millior
as of June 30, 2013 and December 31, 2012, regplyctand are carried at cost and approximatevidire due to the relatively short perioc
maturity of these instruments.

Short- and long-term debtThe carrying amount of the Company’s capital leaspsrted in the Condensed Consolidated BalancetShe
approximates fair value based on the Company’sotiincremental borrowing rate for similar typedofrowing arrangements. The carrying
amount reported in the Company’s Condensed CoraetidBalance Sheet as of June 30, 2013 for itssNwoitd other notes payable is

$200.0 million and $0.6 million, respectively. Ugia discounted cash flow technique that incorpsratmarket interest rate which assumes
adjustments for duration, optionality, and riskfpjeg the Company has determined the fair valugsoNotes and other notes payable is
$202.0 million and $0.6 million, respectively, &Jane 30, 2013.

11. Condensed Consolidating Financial Statements

The Notes are fully and unconditionally guaranteeda joint and several basis, by all of the Comyfsadomestic subsidiaries (th&uaranto
Subsidiaries”). The Company’s foreign subsidiatiase not guaranteed the Notes (the “Non-GuarantbsiSiaries”). Each of the Guarantor
Subsidiaries is 100% owned, directly or indirectly,the Company. There are no significant restiion the ability of the Company to
obtain funds from any of the Guarantor Subsidiabieslividends or loans. In lieu of providing segaraudited financial statements for the
Guarantor Subsidiaries, condensed consolidatiranéiral information is presented below.

Condensed Consolidating Balance Sheet
June 30, 2013

(Unaudited)
ARC
Document Guarantor Non-Guarantor
(In thousands) Solutions, Inc Subsidiaries Subsidiaries Eliminations Total
Assets
Current asset:
Cash and cash equivalel $ — $ 1508 $ 17,297 $ — $ 32,37%
Accounts receivable, n — 52,80" 10,30« — 63,11:
Intercompany operatior 135,84t 5,32 — (141,179 —
Inventories, ne — 10,09( 3,621 — 13,715
Deferred income taxe — 3 382 — 38¢€
Prepaid expenst 3 3,152 83¢ — 3,99¢
Other current asse — 1,832 1,48¢ — 3,31¢
Total current asse 135,85: 88,29 33,93t (141,17Y 116,90:
Property and equipment, r — 48,47( 8,08: — 56,55:
Goodwill — 212,60t — — 212,60t
Investment in subsidiarie 164,63. 15,25¢ — (179,88) —
Other intangible assets, r — 29,04( 1,981 — 31,02:
Deferred financing costs, n 3,65¢ — — — 3,65¢
Deferred income taxe — 69 1,281 — 1,35(
Other asset — 1,911 364 — 2,27¢
Total asset $ 304,14: $395,64« $ 45,64 $(321,06)  $424,36¢
Liabilities and Equity
Current liabilities:
Accounts payabl $ — $ 21,248 $ 357¢ % — $ 24,82«
Accrued payroll and payr«-related expense — 9,13¢ 69¢€ — 9,83¢
Accrued expense 95¢ 17,31 3,68¢ — 21,95¢
Intercompany loan — 132,82: 8,35: (141,17Y —
Current portion of lon-term debt and capital leas — 8,87( 3,191 — 12,06
Total current liabilities 95¢ 189,38 19,501 (141,17Y 68,67
Long-term debt and capital leas 197,18t 10,04: 1,492 — 208,72:
Deferred income taxe — 30,31¢ — — 30,31¢
Other lon¢-term liabilities — 1,26¢ 1,87: — 3,137
Total liabilities 198,14¢ 231,01 22,87. (141,179 310,85!
Commitments and contingenci
Total equity 105,99! 164,63. 22,77 (179,88 113,51:
Total liabilities and equit $ 304,14: $395,64« $ 45647 $(321,06)  $424,36¢
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Condensed Consolidating Balance Sheet
December 31, 2012

(Unaudited)
ARC
Document Guarantor Non-Guarantor
(In thousands) Solutions, Inc Subsidiaries Subsidiaries Eliminations Total
Assets
Current assett
Cash and cash equivalel $ — $ 1096¢ $ 17,05¢ $ — $ 28,02:
Accounts receivable, n — 45,28¢ 6,56¢ — 51,85¢
Intercompany operatior 146,47" 4,86¢ — (151,34) —
Inventories, ne — 9,42¢ 4,82t — 14,25
Prepaid expenst — 2,732 54t — 3,27
Other current asse — 5,85¢4 96& — 6,81¢
Total current asse 146,47" 79,13¢ 29,957 (151,34) 104,22:
Property and equipment, r — 48,48 7,981 — 56,47
Goodwill — 212,60t — — 212,60t
Investment in subsidiarie 151,01! 14,23: — (165,249 —
Other intangible assets, r — 32,32] 2,171 — 34,49¢
Deferred financing costs, n 4,21¢ — — — 4,21¢
Deferred income taxe — — 1,24¢ — 1,24¢
Other asset — 1,78¢ 78¢€ — 2,574
Total asset $ 301,70¢ $388,57 $ 42,147 $(316,59)  $415,83¢
Liabilities and Equity
Current liabilities:
Accounts payabl $ 1 $ 19,3%¢ $ 1,81¢ % — $ 21,21t
Accrued payroll and payr«-related expense — 6,46( 314 — 6,77¢
Accrued expense 951 17,23( 4,14( — 22,32
Intercompany loan — 143,45( 7,89 (151,34) —
Current portion of lon-term debt and capital leas — 9,90¢ 3,35¢ — 13,26:
Total current liabilities 952 196,44 17,52: (151,34) 63,57
Long-term debt and capital leas 196,86: 10,94¢ 1,45¢ — 209,26:.
Deferred income taxe — 28,90( 36 — 28,93¢
Other lon¢-term liabilities — 1,271 1,96( — 3,231
Total liabilities 197,81: 237,56( 20,97 (151,349 305,00:
Commitments and contingenci
Total equity 103,89¢ 151,01! 21,17 (165,249 110,83
Total liabilities and equit' $ 301,70¢ $388,57 $ 42,147  $(316,59)  $415,83¢

16



Table of Contents

Condensed Consolidating Statement of Operations
Three Months Ended
June 30, 2013

(Unaudited)
ARC
Document Guarantor Non-Guarantor
(In thousands) Solutions, Inc Subsidiaries Subsidiaries Eliminations Total
Net sales $ — $ 91,41¢ $  13,20¢ $ — $104,62:
Cost of sale: — 58,88 10,12¢ — 69,01
Gross profit — 32,53: 3,07¢ — 35,61:
Selling, general and administrative exper 1 22,65 2,23¢ — 24,89
Amortization of intangible asse — 1,607 92 — 1,69¢
Restructuring expens — 63€ — — 63€
(Loss) income from operatiol @ 7,63¢ 747 — 8,38t
Other income, ne — (35 — — (35)
Interest expense (income), | 5,76( 35€ (40) — 6,07¢
(Loss) income before equity earnings of subsidgarie
and income tax provisia (5,76 7,31¢ 787 — 2,34¢
Equity in earnings of subsidiari (6,487) (529 — 7,007 —
Income tax provisiol — 1,35¢ 10¢ — 1,46
Net income (loss 722 6,48: 67¢ (7,007%) 871
Income attributable to noncontrolling inter — — (155) — (155)
Net income (loss) attributable to ARC Document
Solutions $ 722 $ 6,48¢ $ 524 $ (7,009 $ 722
Condensed Consolidating Statement of Operations
Three Months Ended
June 30, 2012
(Unaudited)
ARC
Document Guarantor Non-Guarantor
(In thousands) Solutions, Inc Subsidiaries Subsidiaries Eliminations Total
Net sales $ — $ 92,377 $ 13,85 $ — $106,22¢
Cost of sale: — 61,99: 10,48 — 72,47¢
Gross profit — 30,38¢ 3,36¢ — 33,75
Selling, general and administrative exper 1 21,84( 2,13 — 23,97
Amortization of intangible asse — 2,71C 95 — 2,80t
(Loss) income from operatiol Q) 5,83t 1,141 — 6,97¢
Other income, ne — (16) (8 — (24)
Interest expense (income), | 5,74¢ 1,53¢ (29) — 7,25¢
(Loss) income before equity earnings of subsidéarie
and income tax provisia (5,74¢€) 4,312 1,17¢ — (25€)
Equity in earnings of subsidiari (4,699 (897) — 5,59( —
Income tax provisiol — 51€ 102 — 61¢
Net (loss) incomi (1,059 4,69: 1,07t (5,590 (875)
Income attributable to noncontrolling inter: — — (17¢) — (178
Net (loss) income attributable to ARC Document
Solutions $ (1,059 $ 4,69: $ 897 $ (5,590 $ (1,059
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Condensed Consolidating Statement of Operations
Six Months Ended
June 30, 2013

(Unaudited)
ARC
Document Guarantor Non-Guarantor
(In thousands) Solutions, Inc Subsidiaries Subsidiaries Eliminations Total
Net sales $ — $179,76: $ 24,89 $ — $204,65!
Cost of sale: — 117,57: 19,09t — 136,66!
Gross profit — 62,19: 5,79¢ — 67,99(
Selling, general and administrative exper 3 44,27¢ 4,38: — 48,66¢
Amortization of intangible asse — 3,28 15¢ — 3,44¢
Restructuring expens — 1,101 7 — 1,10¢
(Loss) income from operatiol (©)] 13,52¢ 1,25( — 14,77
Other income, ne — 61) — — 61)
Interest expense (income), | 11,517 69¢ (99) — 12,117
(Loss) income before equity earnings of subsidgarie
and income tax provision (benel (11,520 12,88 1,34¢ — 2,71¢
Equity in earnings of subsidiari (12,657 (1,299 — 13,95/ —
Income tax provision (benefi — 1,527 (377) — 1,15¢
Net income (loss 1,13 12,651 1,72( (13,959 1,56(
Income attributable to noncontrolling inter — — (423) — (423)
Net income (loss) attributable to ARC Document
Solutions $ 1,13 $ 12,65 $ 1,297 $ (13,959 $ 1,13
Condensed Consolidating Statement of Operations
Six Months Ended
June 30, 2012
(Unaudited)
ARC
Document Guarantor Non-Guarantor
(In thousands) Solutions, Inc Subsidiaries Subsidiaries Eliminations Total
Net sales $ — $183,93: $  25,87( $ — $209,80:
Cost of sale: — 124,28t 19,88¢ — 144,171
Gross profit — 59,64¢ 5,98¢ — 65,63:
Selling, general and administrative exper 3 43,357 4,07( — 47,43(
Amortization of intangible asse — 7,201 197 — 7,39¢
(Loss) income from operatiol ©)) 9,08 1,71¢ — 10,80:
Other income, ne — (54) — — (54)
Interest expense (income), | 11,467 3,27¢ (50) — 14,69:
(Loss) income before equity earnings of subsidéarie
and income tax provisia (11,470 5,86¢ 1,76¢ — (3,83¢)
Equity in earnings of subsidiari (5,510 (1,329 — 6,837 —
Income tax provisiol — 1,682 247 — 1,92¢
Net (loss) incomi (5,960 5,51( 1,52 (6,837) (5,76%)
Income attributable to noncontrolling inter: — — (195) — (195)
Net (loss) income attributable to ARC Document
Solutions $ (5,960 $ 5,51( $ 1,32i $ (6,83)) $ (5,960
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Condensed Consolidating Statement of Comprehensiviecome (Loss)
Three Months Ended

June 30, 2013

(Unaudited)
ARC
Document Guarantor Non-Guarantor
(In thousands) Solutions, Inc Subsidiaries Subsidiaries Eliminations Total
Net income (loss $ 722 $ 6,48: $ 67¢ $ (7,00 $877
Other comprehensive income, net of t
Foreign currency translation adjustments, netx — — 27 — 27
Other comprehensive income, net of — — 27 — 27
Comprehensive income (los 722 6,48: 70€ (7,007%) 904
Comprehensive income attributable to noncontrolling
interest — — 26€ — 26€
Comprehensive income (loss) attributable to ARC uboent
Solutions $ 722 $ 6,48: $ 44C $ (7,009 $63€
Condensed Consolidating Statement of Comprehensiviecome (Loss)
Three Months Ended
June 30, 2012
(Unaudited)
ARC
Document Guarantor Non-Guarantor
(In thousands) Solutions, Inc Subsidiaries Subsidiaries Eliminations Total
Net (loss) incomi $ (1,059 $ 4,69: $ 1,07t $ (5,590 $(875)
Other comprehensive income (loss), net of
Foreign currency translation adjustments, netx — — (311) — (311
Amortization of derivative, net of te — 63€ — — 63€
Other comprehensive income (loss), net of — 63€ (311) — 32E
Comprehensive (loss) incor (1,059 5,32¢ 764 (5,590 (550
Comprehensive income attributable to
noncontrolling interes — — 154 — 154
Comprehensive (loss) income attributable to ARC
Document Solution $ (1,059 $ 5,32¢ $ 61C $ (5,590 $(704)
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Condensed Consolidating Statement of Comprehensiviecome (Loss)
Six Months Ended

June 30, 2013

(Unaudited)
ARC
Document Guarantor Non-Guarantor
(In thousands) Solutions, Inc Subsidiaries Subsidiaries Eliminations Total
Net income (loss $ 1,130 $ 12,65: $ 1,72( $ (13,959 $1,56(
Other comprehensive loss, net of t
Foreign currency translation adjustments, netx — — (12€) — (12€)
Other comprehensive loss, net of — — (12€) — (126)
Comprehensive income (los 1,137 12,657 1,59¢ (13,959 1,43¢
Comprehensive income attributable to noncontrolling
interest — — 57E — 57t
Comprehensive income (loss) attributable to ARC uboent
Solutions $ 1,13 $ 12,65 $ 1,01¢ $ (13,959 $ 85¢
Condensed Consolidating Statement of Comprehensiviecome (Loss)
Six Months Ended
June 30, 2012
(Unaudited)
ARC
Document Guarantor Non-Guarantor
(In thousands) Solutions, Inc Subsidiaries Subsidiaries Eliminations Total
Net (loss) incomi $ (5,960 $ 5,51( 1,52z $ (6,83)) $(5,76%)
Other comprehensive income, net of t
Foreign currency translation adjustments, netx — — 9 — 9
Amortization of derivative, net of te — 1,422 — — 1,42
Other comprehensive income, net of — 1,42 9 — 1,431
Comprehensive (loss) incor (5,960 6,93 1,531 (6,837 (4,339
Comprehensive income attributable to
noncontrolling interes — — 213 — 213
Comprehensive (loss) income attributable to ARC
Document Solution $ (5,960 $ 6,93 1,31¢ $ (6,83)) $(4,547)
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Condensed Consolidating Statement of Cash Flows
Three Months Ended
June 30, 2013

(Unaudited)
ARC
Document Guarantor Non-Guarantor
(In thousands) Solutions, Inc Subsidiaries Subsidiaries Eliminations Total
Cash flows from operating activities
Net cash (used in) provided by operating activi $ (10,56H $ 17,47¢ $ 1,197 $ — $ 8,11(
Cash flows from investing activities
Capital expenditure — (3,75)) (679 — (4,430)
Other — (11%) 29t — 182
Net cash used in investing activiti — (3,869 (384) — (4,249
Cash flows from financing activities
Proceeds from issuance of common stock under Eraploy
Stock Purchase Pl: — 9 — — 9
Share repurchases, including shares surrender¢abxfor
withholding — (90 — — (90)
Proceeds from borrowings on lc-term debt agreemer — 40z — — 40z
Payments on lor-term debt agreements and capital lei — (2,679 (39¢) — (3,07%)
Net borrowings under revolving credit facili — — 92¢ — 92¢
Advances to/from subsidiaris 10,56¢ (10,947 377 — —
Net cash provided by (used in) financing activi 10,56¢ (13,300 91C — (1,825
Effect of foreign currency translation on cash baks — — 121 — 121
Net change in cash and cash equival — 314 1,84¢ — 2,15¢
Cash and cash equivalents at beginning of p¢ — 14,76¢ 15,45 — 30,21¢
Cash and cash equivalents at end of pe $ — $ 15,08( $ 17,29 $ — $32,37:
Condensed Consolidating Statement of Cash Flows
Three Months Ended
June 30, 2012
(Unaudited)
ARC
Document Guarantor Non-Guarantor
(In thousands) Solutions, Inc Subsidiaries Subsidiaries Eliminations Total
Cash flows from operating activities
Net cash (used in) provided by operating activi $ (10,529 $ 14,59¢ $ 38¢ $ — $ 4,45¢
Cash flows from investing activities
Capital expenditure — (5,079 (379 — (5,457
Other — (299 (76) — (375)
Net cash used in investing activiti — (5,377) (455) — (5,839
Cash flows from financing activities
Proceeds from stock option exerci — 79 — — 79
Proceeds from issuance of common stock under Eraploy
Stock Purchase Ple — 7 — — 7
Payments on lor-term debt agreements and capital le: — (3,749 (329 — (4,079
Net payments under revolving credit facil — — (93%) — (93%)
Payment of deferred financing co (127 — — — (127)
Advances to/from subsidiari 10,65¢ (10,66%) 9 — —
Net cash provided by (used in) financing activi 10,52¢ (14,329 (1,255 — (5,059
Effect of foreign currency translation on cash ha&s — — (65) — (65)
Net change in cash and cash equival — (5,109 (1,389 — (6,49¢)
Cash and cash equivalents at beginning of p¢ — 14,78¢ 15,02¢ — 29,81«
Cash and cash equivalents at end of pe $ — $ 9,681 $ 13,63 $ — $23,31¢
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Condensed Consolidating Statement of Cash Flows

Six Months Ended
June 30, 2013

(In thousands)
Cash flows from operating activities

Net cash (used in) provided by operating activi

Cash flows from investing activities

Capital expenditure

Other

Net cash used in investing activiti

Cash flows from financing activities

Proceeds from issuance of common stock under Eraploy
Stock Purchase Pl:

Share repurchases, including shares surrender¢abxfor
withholding

Proceeds from borrowings on lc-term debt agreemer

Payments on lor-term debt agreements and capital lei

Net payments under revolving credit facil

Advances to/from subsidiaris

Net cash provided by (used in) financing activi

Effect of foreign currency translation on cash ha&s

Net change in cash and cash equival

Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of pe

(In thousands)

Cash flows from operating activities

Net cash (used in) provided by operating activi

Cash flows from investing activities

Capital expenditure

Other

Net cash used in investing activiti

Cash flows from financing activities

Proceeds from stock option exerci

Proceeds from issuance of common stock under Eraploy
Stock Purchase Pl

Payments on lor-term debt agreements and capital le:

Net payments under revolving credit facil

Payment of deferred financing co

Advances to/from subsidiari

Net cash provided by (used in) financing activi

Effect of foreign currency translation on cash ha&s

Net change in cash and cash equival
Cash and cash equivalents at beginning of p¢

(Unaudited)
ARC
Document Guarantor Non-Guarantor
Solutions, Inc Subsidiaries Subsidiaries Eliminations Total
$ (1062) $2915¢ $ 146¢ $ @ — $19,99:
— (8,807 (1,235 — (10,047)
— 187 352 — 53¢
— (8,620) (887) — (9,502)
— 9 — — 9
— (90) — — (90)
_ 40z — — 40z
- (5,655 (752) - (6,407
— — (210 — (210
10,627 (12,085 45¢ — —
10,62; (16,419 (504) — (6,296)
— — 164 — 164
— 4,11°¢ 241 — 4,35¢
— 10,96¢ 17,05¢ — 28,02
$ — $ 15,08( $ 17,29 $ — $ 32,37:
Condensed Consolidating Statement of Cash Flows
Six Months Ended
June 30, 2012
(Unaudited)
ARC
Document Guarantor Non-Guarantor
Solutions, Inc Subsidiaries Subsidiaries Eliminations Total
$ (10,58) $ 26,38t $ 1,04 $ — $16,85(
— (8,409 (8539) — (9,262)
— (117) (67) — (184)
— (8,526) (920) — (9,44¢)
— 79 — — 79
— 28 — — 28
— (7,749 (725) — (8,46¢)
— - (383) — (389)
(839) — — — (839
11,42: (12,259 832 - =
10,58: (19,88 (276) — (9,587
— — 58 — 58
— (2,025) (94) — (2,119
— 11,70¢ 13,73: — 25,43’
$ — $ 9,681 $ 13,63 $ — $23,31¢

Cash and cash equivalents at end of pe
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Item 2. Managemer's Discussion and Analysis of Financial Conditionmna Results of Operations

The following discussion should be read in conjiomcwith our interim Condensed Consolidated Finah&8tatements and the related notes
and other financial information appearing elsewharehis report as well as Management’s Discussiod Analysis of Financial Condition
and Results of Operations included in our 2012 F&O¥K and our Quarterly Report on Form 10-Q for thearter ended March 31, 2013.

Business Summary

ARC Document Solutions, Inc. (“ARC Document Solasg “ARC,” “we,” “us,” or “our”) provides speciatied document management
services to businesses of all types, with an enmigloasthe non-residential segment of the architectengineering and construction (“AEC")
industry.

We help our customers reduce their costs and ingpefficiency in the use of their documents, imprthar access and control over
documents, and offer a wide variety of ways totpnoduce, distribute, collaborate on and storeudtents.

In an effort to increase the visibility into thetmge and changing dynamics of our consolidatednassi, effective with our 2012 annual report
on Form 10-K we have categorized our service andymt offerings to better report distinct saleomized from our Onsite Services, Color
Services, Digital Services, Traditional Reprograpt$ervices, and Equipment and Supplies Sales.ridndgrevious revenue reporting
structure, the categories of Traditional ReprogiamtColor Services, and Digital Services presebtldw were combined and reported as
“Reprographics Services.”

Onsite Servicesonsists of placement, management, and optimizafignint and imaging equipment in our customeasilities,
relieving them of the burden of owning and managirigt devices and print networks, and shiftingiticests to a “per-use” basis.
Onsite Services sales are driven by the ongoing peeds of our customers, and are less expogbd &pisodic large-format printing
needs associated with construction projects. Tatisgory has been renamed from “Facilities Managéihleut the service offerings
reported in this category remain unchanged.

Color Servicegonsists of specialized color printing and finighservices to marketing departments, regional atidmal retailers, and
our traditional AEC customer base. This includeasises provided under our Riot Creative Imagingiora

Digital Servicexonsists of digital document management servicedl &fnds, including archive and information maeagent (“AIM”),
“digital shipping” and managed file transfer, sadt® licensing, and technology consulting services.

Traditional Reprographicsonsists of the management, distribution, and ymmtlemand of black and white construction drawings
(frequently referred to as “blueprints”) and spieeifion books, and derives a majority of its reveifmrom large-format black and white
printing.

Equipment and Supplie®nsists of reselling printing, imaging, and retegguipment to customers primarily in the AEC irtdusThis
category remains unchanged from prior filings.

Traditional Reprographics, Color Services, and @aigbervices were previously disclosed as “RepualgiaServices” sales. We believe the
updated presentation of our sales categories tefliee drivers of our consolidated sales and wiljie greater insight into the opportunities
and risk diversification provided by our portfolié service and product offerings.

We are expanding our business beyond the serviedsawe traditionally provided to the AEC industndaare currently focused on growing
managed print services, digital color imaging, sechnology-based document management services; aslieve the mix of services
demanded by the AEC industry continues to shifia@xdocument management at customer locationse@epted primarily by our Onsite
Services), and away from its historical emphasigramting of large-format black and white constiantdrawings “offsite” in our service
centers (represented primarily by our TraditionapFgraphics).

We deliver our services through a nationwide nekwadrservice centers, regionally-based technicatilists, locally-based sales executives,
and a national/regional sales force known as Gl8béltions.

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

We believe ARC Document Solutions offers a distjpmittfolio of services within the AEC industry thatlude its legacy reprographics
business as well as its newer offerings in OnséteviSes, Color Services, and Digital Services. Qistomer base for these services, however,
is still distinctly related to the AEC industry. 80 on our analysis of our operating results, vienase that sales to the AEC industry
accounted for approximately 76% of our net saleshe six months ended June 30, 2013, with the irinta24% consisting of sales to non-
AEC industries.

Historically, our local service centers operatedantheir acquired brand to maintain the local raentity. In response to changes in our
markets, consisting primarily of the consolidatafrour larger customers and prospects as notedealwabranded all of our operations
“ARC” in 2011 to highlight the national and glolmdope and scale of our services. We refined outiigtefurther at the end of 2012 by
renaming our Delaware corporation “ARC Documenu8ohs, Inc.” Our non-AEC Color Services are brahdeparately as Riot Creative
Imaging to facilitate marketing to a specializedtomer base.

We identify operating segments based on the vahosiess activities that earn revenue and incperse. Since operating segments have
similar products and services, classes of custgmesduction processes and economic characteristiesare deemed to operate as a si



reportable segment. See Note 1 “Description of Bess and Basis of Presentation” for further infdroma

Costs and Expensefur cost of sales consists primarily of materigbper, toner and other consumables), labor, amtiréict costs” which
consist primarily of expenses for facilities andigment. Facilities and equipment expenses inclndmtenance, repairs, rents, insurance
depreciation. Paper is the largest component ofraierial cost. However, paper pricing typicallyedaot significantly affect our operating
margins due, in part, to our efforts to pass ingeelacosts on to our customers. We closely monitderial cost as a percentage of net sales to
measure volume and waste. We also track laboratiitin, or net sales per employee, to measure ptiwidy and determine staffing levels.

We maintain low levels of inventory. Historicallyur capital expenditure requirements have variedltduhe cost and availability of capital
lease lines of credit. During 2012 and throughfits® half of 2013, we were more frequently elegtio purchase equipment for our facilities
and onsite service installations rather than leaggpment due to the availability of cash to fuag@ital expenditures and the interest savings
thereby. As we continue to foster our relationshijth credit providers and obtain attractive leestes, we may increasingly choose to lease
rather than purchase equipment in the future.
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Research and development costs consist mainlyedsdtaries, leased building space, and computépragut that comprise our data storage
and development centers in Fremont, Californialeoiétata, India. Such costs are primarily recordeddst of sales.

We believe customers are increasingly (1) adoptignology and digital document management pragtened (2) changing their workflow
patterns and thereby their document and printiregilaeWhile the construction market appeared torbagilow recovery in 2012, we believe
that there was a growing body of evidence by tive tuarter of 2012 that demonstrated Traditiongpigraphics sales, produced at our
service centers, would not likely recover at thmasgace due to these factors.

To ensure that the Company’s costs and resourcesiméne with demand for our current portfoliosdrvices and products, management
initiated a restructuring plan in October of 20TRe restructuring plan included the closure of Bthe Company’s service centers in 2012,
which represented more than 10% of our total nurobservice center locations, and an additiondhtesgrvice centers in 2013. In addition,
as part of the restructuring plan, we reduced hmaticand middle management associated with ouicgecenter locations, streamlined the
senior operational management team, and allocated resources into growing sales categories suaiasged print services and digital
services. The reduction in headcount totaled apprately 300 full-time employees, which represerdgpgdroximately 10% of our total
workforce.

In the first six months of 2013, our gross margmproved by 190 basis points compared to the sariegin 2012, which we attribute to ¢
restructuring efforts initiated in October 2012dauggests continuing year-over-year margin exparisi future periods.

Non-GAAP Financial Measures.

EBIT, EBITDA and related ratios presented in tldpart are supplemental measures of our performiéuatere not required by or presented
in accordance with accounting principles generatlgepted in the United States of America (“GAARNese measures are not measurement:
of our financial performance under GAAP and shatbe considered as alternatives to net inconesenie from operations, or any other
performance measures derived in accordance with Bséas 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 interegsgsadepreciation and amortization.
EBIT margin is a non-GAAP measure calculated bydilng EBIT by net sales. EBITDA margin is a non-GRAneasure calculated by
dividing EBITDA by net sales.

We present EBIT, EBITDA and related ratios becams&onsider them important supplemental measuresrgberformance and liquidity.
We believe investors may also find these measuessimgful, given how our management makes useenfi tihe following is a discussion
of our use of these measures.

We use EBIT and EBITDA to measure and compare énfopmance of our operating segments. Our operatggnents’ financial
performance includes all of the operating actisixcept debt and taxation which are managed attiperate level for U.S. operating
segments. As a result, we believe EBIT is the tresstsure of operating segment profitability andntiost useful metric by which to measure
and compare the performance of our operating seggm@fe also use EBIT to measure performance faroehing operating segment-level
compensation and we use EBITDA to measure perfocenfor determining consolidated-level compensatiomddition, we use EBIT and
EBITDA to evaluate potential acquisitions and ptitdrcapital expenditures.

EBIT, EBITDA and related ratios have limitationsasalytical tools, and should not be consideredatation, or as a substitute for analysis
of our results as reported under GAAP. Some ofeliestations are as follows:

» They do not reflect our cash expenditures, or futequirements for capital expenditures and cotutehcommitments
» They do not reflect changes in, or cash requiresnfemt our working capital need

« They do not reflect the significant interest exper® the cash requirements necessary, to senteeest or principal payments on
our debt;

» Although depreciation and amortization are non-aadsdrges, the assets being depreciated and andowtiteften have to be
replaced in the future, and EBITDA does not reflaty cash requirements for such replacements

e Other companies, including companies in our ingustray calculate these measures differently thadaeydimiting their
usefulness as comparative meast

Because of these limitations, EBIT, EBITDA, andated ratios should not be considered as measurisanétionary cash available to us to
invest in business growth or to reduce our indaided. We compensate for these limitations by rglgitimarily on our GAAP results and
using EBIT, EBITDA and related ratios only as sugmpénts.

Our presentation of adjusted net income and adjUSBATDA over certain periods is an attempt to pdevmeaningful comparisons to our
historical performance for our existing and futimeestors. The unprecedented changes in our enkktsasver the past several years have
required us to take measures that are unique ihistory and specific to individual circumstanc€smparisons inclusive of these actions
make normal financial and other performance padtdifficult to discern under a strict GAAP preséitia. Each non-GAAP presentation,
however, is explained in detail in the reconcibattables below



Specifically, we have presented adjusted net incattmutable to ARC and adjusted earnings pereshtributable to ARC shareholders for
the three and six months ended June 30, 2013 dita0deflect the exclusion of amortization impeaated specifically to the change in
useful lives of trade names, restructuring expeinserest rate swap related costs, and changée imaluation allowances related to certain
deferred tax assets and other discrete tax itehis.pFesentation facilitates a meaningful comparisbour operating results for the three and
six months ended June 30, 2013 and 2012. We bdliege charges were the result of the current rmaormmic environment, our capital
restructuring, or other items which are not indieabf our actual operating performance.

We presented adjusted EBITDA in three and six meetided June 30, 2013 and 2012 to exclude stoddlzasnpensation expense and
restructuring expense. The adjustment of EBITDArfon-cash adjustments is consistent with the definbf adjusted EBITDA in our credit
agreement; therefore, we believe this informatgundeful to investors in assessing our financigbpmance.
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The following is a reconciliation of cash flows pided by operating activities to EBIT, EBITDA, andt income (loss) attributable to ARC:

(In thousands)
Cash flows provided by operating activities

Changes in operating assets and liabilities, neffett of

business acquisitior

Non-cash expenses, including depreciation, amaidizand

restructuring

Income tax provisiol

Interest expense, n

Income attributable to the noncontrolling inter
EBIT

Depreciation and amortizatic
EBITDA

Interest expense, n

Income tax provisiol

Depreciation and amortizatic
Net income (loss) attributable to AF

Three Months Ended June 30

Six Months Ended June 30

2013 2012 2013 2012
$ 811( $ 4458 $ 1999 $ 16,85
4,31« 6,92¢ 2,55¢ 4,78¢
(11,54 (12,25¢) (20,98¢) (27,399
1,467 61¢ 1,15¢ 1,92¢
6,07¢ 7,25¢ 12,117 14,69:
(158) (175 (422) (195)
8,26¢ 6,821 14,41( 10,66:
8,71¢ 9,86¢ 17,42: 21,52
16,98¢ 16,68" 31,83 32,18:
(6,076) (7,255) (12,11 (14,697
(1,467) (619 (1,156) (1,929)
(8,719 (9,866) (17,427 (21,527
$ 722 $ (105) $ 1131 $ (5960

The following is a reconciliation of net incomeg§) attributable to ARC to EBIT, EBITDA and adjEBITDA:

(In thousands)
Net income (loss) attributable to AF

Interest expense, n

Income tax provisiol
EBIT

Depreciation and amortizatic
EBITDA

Restructuring expens

Stocl-based compensatic
Adjusted EBITDA

Three Months Ended June 30

Six Months Ended June 30

2013 2012 2013 2012
$ 722 $ (1059 $ 113; $ (5960
6,07¢ 7,25¢ 12,11° 14,69:
1,467 61¢ 1,15¢ 1,92¢
8,26¢ 6,821 14,41( 10,66:
8,71¢ 9,86¢ 17,42 21,52
16,98¢ 16,68" 31,83 32,18:
63€ — 1,10¢ —
72¢ 45¢ 1,321 902
$ 1834¢ $ 17,04t $ 3426( $ 33,08

The following is a reconciliation of net incomeg&) margin attributable to ARC to EBIT margin, EBIA margin and adjusted EBITDA

margin:

Net income (loss) margin attributable to Al
Interest expense, n
Income tax provisiol
EBIT margin
Depreciation and amortizatic
EBITDA margin
Restructuring expens
Stocl-based compensatic
Adjusted EBITDA margir

(1) Column does not foot due to roundi

Three Months Ended June 30
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The following is a reconciliation of net incomeg§) attributable to ARC to unaudited adjusted mepme attributable to ARC:

Three Months Ended June 30 Six Months Ended June 30
(In thousands, except per share amount: 2013 2012 2013 2012
Net income (loss) attributable to AF $ 722 $ (1,059 $ 1,130 $ (5,960
Restructuring expens 63€ — 1,10¢ —
Change in trade name impact to amortiza — 79C — 3,15¢
Interest rate swap related co — 1,01t — 2,271
Income tax benefit related to above ite (252) (694) (437) (2,049)
Deferred tax valuation allowance and other disci@tdtems 542 78¢ 38¢ 3,43
Unaudited adjusted net income attributable to £ $  1,64¢ $ 84€ $ 2,20: $  85¢
Actual:
Earnings (loss) per share attributable to ARC di@ders:
Basic $ 0.0z $ (002 $ 0.0z $ (0.13
Diluted $ 0.0Z $ (002 $ 0.02 $ (0.13
Weighted average common shares outstani
Basic 45,90 45,66 45,83: 45,60
Diluted 46,05¢ 45,66 45,88 45,60
Adjusted:
Earnings per share attributable to ARC sharehals
Basic $ 0.04 $ 0.0z $ 0.0f $ 0.02
Diluted $ 0.04 $ 0.0z $ 0.0t $ 0.0Z
Weighted average common shares outstani
Basic 45,90: 45,66 45,83: 45,60
Diluted 46,05¢ 45,72¢ 45,88 45,61¢

Free Cash Flow:

Free Cash Flows (“FCF") is defined as cash flowsnfloperating activities less capital expendituF€3E- is a useful measure in determining
our ability to generate excess cash flows for regtment in the business in a variety of ways inalgidicquisition opportunities, the potential
return of value to shareholders through stock remses or the purchase of our own debt instrumAstsuch, we believe this measure
provides relevant and useful information to ourent and potential investors.

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

Three Months Ended June 30 Six Months Ended June 30
(In thousands) 2013 2012 2013 2012
Cash flows provided by operating activiti®s $ 8,11( $ 4,45t $ 19,99 $ 16,85(
Capital expenditure (4,430 (5,457 (10,047 (9,262)
Free Cash Flow $ 3,68( $ (1,009 $ 9,94¢ $ 7,58¢

@ Cash flows provided by operating activities incls@e$10.5 million ser-annual interest payment on the Com’s 10.5% senior note
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Results of Operations

(In millions, except percentages

Traditional reprographics
Color
Digital

Subtotal (2]

Onsite services (&
Equipment and supplies sa

Total net sale

Gross profit

Selling, general and administrative exper
Amortization of intangible:

Restructuring expens

Interest expense, n

Income tax provisiol

Net income (loss) attributable to AF
Adjusted net income attributable to AF
EBITDA

Adjusted EBITDA

(1)
(@)

Column does not foot due to roundi

Three Months Six Months

Ended June 30, Increase (decrease Ended June 30, Increase (decrease
2013 (1 2012 $ (1) % 2013 (1 2012(1) $(1) %
$30F $34: $(36€ (11.0% $60.1 $67.€ $(7.5 (11.)%

21.¢ 20.t 1.2 6.€% 42.¢ 40.t 2.2 5.5%

8.7 9.5 (0.6 8.6% 17.1 192 (21  (11.9%
$61.1 $64:2 $(3.2 (5.0% $119.¢ $127.7 $(7.4) (5.6%

30.€ 27.5 3.1 11.2% 59.€ 54.1 5.4 10.(%

13.C 144 (15  (10.0% 25. 28.2  (3.1) (11.0%
$104.€ $106.2 $(1.€) (1.5% $204.7 $209.6 $(5.1) (2.5)%
$35€6 $33¢& $1.¢ 5% $68.C $65€ $24 3.6%
$24¢ $24.C $0.C¢ 3.8% $48.7 $47<4 $ 1.2 2.€%
$ 17 $ 2& $A1) (B99H% $ 34 $ 74 $(4.0  (53.9%
$ 0€ $ 0C $O0€ 100.% $ 11 $ 0C $ 1.1 100.(%
$ 61 $ 7.2 $(12 (16.9% $ 121 $147 $(26 (17.9%
$ 15 $ 0€ $0E€ 137.% $ 1.2 $ 1< $(0.6  (40.1)%
$ 07 $ (1) $1€ (168.6% $ 1.1 $ (6.00 $7.1 (119.0%
$ 1€ $ 0& $0.E 94.¢% $ 22 $ 0¢€ $1.:z 158.1%
$17.C $167 $ 0.2 1.6% $31.6 $ 322 $(0.4 (1.1)%
$18: $171 $ 1.2 7.C% $34: $331 $1z 3.5%

For comparison purposes to public reportingmid December 2012, this subtotal agrees witlfReprographics Servicesevenue line

historically reported

Represents services provided at our custorsées, which includes both Managed Print Servié#8%) and Facilities Management

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

(3)
(FM).
indicated:
Net Sales
Cost of sale!
Gross profit

(1)

Selling, general and administrative exper
Amortization of intangible:
Restructuring expens
Income from operation
Interest expense, n

Income (loss) before income tax provis

Income tax provisiol
Net income (loss

Income attributable to the noncontrolling intet

Net income (loss) attributable to AF
EBITDA
Adjusted EBITDA

Column does not foot due to roundi

As Percentage of Net Sale
Three Months Ended June 30,

2013

100.(%

66.C
34.C
23.¢

1.€

0.€
8.C
5.8
2.
1.

2

4
0.8

(0.7

0.7%
16.2%
17.5%%

2012
100.(%
68.2
31.€
22.€
2.6

1.0%
15.7%
16.1%

As Percentage of Net Sale
Six Months Ended June 30,

2013 (1)
100.(%

66.§
33.2
23.¢

1.7

tn

oA
«© N)

O
™ (D

o
m

(0.9
0.€%

15.¢%

16.7%

Three and Six Months Ended June 30, 2013 Compared hree and Six Months Ended June 30, 2012
Net Sales

Net sales for the three and six months ended Jon203.3 decreased by 1.5% and 2.5%, respectivetgpared to the same period in 20
The decrease in net sales was primarily due torleales activity in our Traditional Reprographies\gces offering and Equipment and
Supplies Sales, which were partially offset by leigbales activity in our Onsite and Color Servi@sclines in Traditional Reprographics
sales remain influenced by the continuing trend gfeater use of digital processes for documernifloov and less reliance on print.

2012 (1)
100.(%

68.1

31.c
22.€
S8

2.9%
15.%%
15.8%

Traditional Reprographics Year-over-year sales of Traditional Reprograpliesvices decreased $3.8 million or 11.0%, and 8iillin or
11.1%, during the three and six months ended JOn2®L3, respectively. Revenues from Traditiongdri@graphics represented
approximately 29% of total net sales for the ttard six months ended June 30, 2013, as compasagzptoximately 32% during to the sal



periods in 2012. Overall Traditional ReprograplBesvices sales nationwide were negatively affebtethe lower volume of construction
drawings produced through large-format black andeyprinting, which was driven by the effect of h@ology adoption referenced above, as
well as increased production of documents on custaites as opposed to documents being produaad aervice centers.
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Color Services Year-over-year sales of Color Services incre&ded million or 6.6%, and $2.2 million or 5.5%, file three and six months
ended June 30, 2013, respectively. Revenues frdor Gervices comprised approximately 21% of oualtoet sales for the three and six
months ended June 30, 2013, as compared to ap@at@tini9% during the same periods in 2012. Webaltei this increase to our continued
focus on the expansion and enhancement of our Ganiices offerings through our Riot Creative Inmggiorand and to our AEC industry
customer base.

Digital . Year-over-year sales of Digital Services decredmse$0.8 million or 8.6%, and $2.1 million or 1%2for the three and six months
ended June 30, 2013, respectively. Revenues frgitaDEServices sales slightly decreased to appratéip 8% of total net sales for the three
and six months ended June 30, 2013, as compaaggptoximately 9% for the same periods in 2012. Whbate this decrease in Digital
Services to a decline in those services relatguidiect-based work performed at our service cen@usrently, the revenue generating
activities included in Digital Services consistafth construction project and non-constructiongebjelated services.

Onsite ServicesYear-over-year sales of Onsite Services increagekB.1 million or 11.2%, and $5.4 million or 1%0for the three and six
months ended June 30, 2013, respectively. RevdmrasOnsite Services sales represented approxiyn288h of total net sales for the three
and six months ended June 30, 2013, compared toxpmately 26% for the same periods in 2012. OrS@evices revenue is derived from
two sources: 1) an engagement with the customglatee Traditional Reprographics equipment that wa or lease in our customersfices,
typically referred to as a “traditional FM,” and &) arrangement by which our customers outsougieehtire printing network to us,
including all office printing, copying, and repragrhics printing, typically referred to as managedtgservices, or “MPS.” In both cases we
are paid a single cost per unit of material usédnaeferred to as a “click charge.”

The number of Onsite Services accounts has growappooximately 7,300 as of June 30, 2013, an isered approximately 900 locations
compared to June 30, 2012, due primarily to grawthew MPS placements. We believe Onsite Servieeshigh growth area for us as
demonstrated by the adoption of our MPS servicdarge, multi-national firms in the AEC space otlex past several years. We intend to
continue the expansion of our Onsite Service aftethrough our regional sales force and througlb&l&ervices, our national accounts

group.

Equipment and Supplies Sa. Year-over-year sales of Equipment and Suppliesedsed by $1.5 million or 10.0%, and $3.1 millayn
11.0%, for the three and six months ended Jun2QI®B, respectively. We experienced declines in bathoperations in the United States
in China. Revenues from Equipment and SuppliessSelgresented approximately 12% of total net dalethe three and six months ended
June 30, 2013, compared to approximately 14% #istime periods in 2012. The decrease in EquipmenBapplies Sales in the United
States was driven primarily by vendor promotiorfeiafd to our customers in 2012, as well as a lagyerecurring equipment order in 2012.
The decrease in Equipment and Supplies sales fidis Document Solutions Co. Ltd (“UDS”), our Chindagsiness venture, was due to
several large non-recurring equipment orders irR20b date, the Chinese market has shown a pre&ferfen owning print and imaging
related equipment as opposed to using equipmesiighran onsite services arrangement. Chinese aperdtad sales of equipment and
supplies of $5.3 million and $9.3 million for therée and six months ended June 30, 2013, as cothfpa$®.9 million and $10.9 million for
the three and six months ended June 30, 2012.

Gross Profit

During the three months ended June 30, 2013, giosis and gross profit margin increased to $35iion, and 34.0%, compared to $33.8
million, and 31.8%, during the same period in 2042 a sales decline of $1.6 million.

During the six months ended June 30, 2013, grasfit pnd gross profit margin increased to $68.0iam} and 33.2%, compared to $65.6
million, and 31.3%, during the same period in 2042 a sales decline of $5.1 million.

We were able to achieve expansion of our grossimaaf 220 and 190 basis points on a sales dealih&$% and 2.5% for the three and six
months ended June 30, 2013, respectively, due plynta a combination of: (1) the closure or meigiof underperforming service centers,

(2) the reduction in labor costs resulting from pestructuring plan initiated in the fourth quad€i2012, and (3) ongoing margin expansion
initiatives in 2013. Overall, direct labor as aqesrtage of sales decreased 150 and 140 basis fwitite three and six months ended June
2013, respectively, compared to the same time geiim2012. Overhead costs for the three and sirtinscended 2013 decreased slightly
compared to the same time periods in 2012, duavimgs from facilities closures and related codurtions in response to the declining sales
in our service centers. We believe the savings ftomrestructuring plan are sustainable, and wievaethe effect of these measures should
result in continued margin expansion.

A shift in our business mix also contributed to ylear-over-year increase in gross margins fortiheetand six months ended June 30, 2013.
Due to a decline in lowamargin equipment and supplies sales, material esstspercentage of consolidated sales for the #ird six montt
ended June 30, 2013 were 60 and 40 basis points lo@spectively, as compared to the same penpd8i2.

Selling, General and Administrative Expenses

The increase of $0.9 million and $1.2 million illisg, marketing, general and administrative exgansluring the three and six months er
June 30, 2013, respectively, compared to the sameds in 2012, were primarily due to an increassales and marketing expenses. The
increase in sales and marketing expenses forxhraanths ended June 30, 2013 was partially offgetdst reduction programs initiated in
2012.



General and administrative expenses for the thia®tms ended June 30, 2013 increased $0.2 millidn4st, compared to the same period in
2012, which was primarily due to an increase irhtaatcrued legal expenses and accrued incentivesberdue to an improvement in the
Company'’s financial performance in 2013. For thensonths ended June 30, 2013, general and adaitigtexpenses decreased $0.7
million or 2.6% compared to the same period in 2Qd2ch was primarily driven by the decrease inloeadcount in response to the decline
in overall sales, partially offset by an increasadcrued incentive bonuses in 2013.

Year-over-year sales and marketing expenses irentek® 7 million and $2.0 million for the three aid months ended June 30, 2013, driven
primarily by the hiring of new sales personnel #meltraining of existing sales personnel to impletrepecific sales initiatives, such as Riot
Creative Imaging, and our MPS offering.

Amortization of Intangible

Amortization of intangibles of $1.7 million and @3nillion for the three and six months ended June2B13, respectively, decreased by $1.1
million or 39.4%, and $4.0 million or 53.4%, respreely, compared to same periods in 2012, primatilg to phasing out the use of local
trade names in April 2012.

During the fourth quarter of 2010, we decided tag#hout the use of our local trade names ovetteing 18 months and revised the
remaining estimated useful lives of our trade namengible assets accordingly. Effective JanuargQi1, all divisions began using the ARC
name, though some use of the original brand nanikesemwain in circulation to ensure business redtign and the retention of existing
customers. Once the “legacy” trade names are fidlysitioned to the ARC name and removed from theketplace, they will quickly lose
value. This change in estimate was accounted fer prospective basis, resulting in increased amaiitin expense over the revised useful
lives for each trade name. The remaining usefekliof trade names prior to this change ranged frbno 18 years.
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Goodwill Impairment

We assess goodwill at least annually for impairnasndf September 30 or more frequently if eventsarcumstances indicate that goodwill
might be impaired. Goodwill impairment testing &rformed at the reporting unit level.

At September 30, 2012, we performed our annual gdbidhpairment analysis, which indicated that sewd our 27 reporting units, six in the
United States and one in Canada, had goodwill impaits as of September 30, 2012. Accordingly, wended a pretax, non-cash charge for
the three months ended September 30, 2012 to réde@arrying value of goodwill by $16.7 millionh&re was no goodwill impairment
charge recorded during the three or six monthseéddee 30, 2013 and 2012, respectively.

See “Critical Accounting Policies” section for faetr information related to our goodwill impairméest.

Restructuring expens

Restructuring expenses for the three and six masritled June 30, 2013 totaled $0.6 million and #iillion, respectively, primarily
consisted of estimated lease termination and diig@osts.

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

Interest Expense, N

Net interest expense was $6.1 million and $12.lianiduring the three and six months ended Jun@@03, respectively, compared to $
million and $14.7 million, in the same periods Bl2. The decrease was driven by a reduction imestexpense reclassified from
accumulated other comprehensive income into easrasg result of the previously terminated intera&st swap agreement on December 1,
2010. The amortization period for the interest mtap expense ended in December of 2012, thereéat@o impact in 2013 compared to a
$1.0 million and $2.3 million interest expensehe three and six months ended June 30, 2012, tesggc

Income Taxe

We recorded an income tax provision of $1.5 milléord $1.2 million in relation to pretax income &3 million and $2.7 million for the thr
and six months ended June 30, 2013, respectivatyan income tax provision of $0.6 million and $8lion in relation to pretax loss of
$0.3 million and $3.8 million for the three and siwonths ended June 30, 2012.

For the three and six months ended June 30, 2@t 3ncome tax provision was primarily due to thepamt of amortization of tax basis
goodwill in a deferred tax liability position.

Noncontrolling Interes

Net income attributable to noncontrolling interextresents 35% of the income of UDS and its sudséti, which together comprise ¢
Chinese operations, which commenced operationsugugt 1, 2008.

Net Income (Loss) Attributable to Af

Net income attributable to ARC was $0.7 million &id1 million during the three and six months endigde 30, 2013, respectively,
compared to net loss attributable to ARC of $1.llioni and $6.0 million, respectively, in the saneripds in 2012. The increase in net inc
attributable to ARC in 2013 versus prior year pasigs primarily due to the increase in gross margimd reduction in amortization expense,
partially offset by the increase in selling, getharad administrative expenses and restructuringesgs in 2013, as noted above.

EBITDA

EBITDA margin increased to 16.2% and 15.6% durhmgythree and six months ended June 30, 2013, tésggcas compared to 15.7% and
15.3% during the same periods in 2012. Excludirgetfiect of stocksased compensation and restructuring expense tedjE8ITDA margir
increased to 17.5% and 16.7% during the three tmda@nths ended June 30, 2013, respectively, apaced to 16.1% and 15.8% during the
same periods in 2012. The increases in EBITDA aljdsted EBITDA were due primarily to the increas@ioss profit as a result of the
restructuring plan initiated in 2012 as well as@ng margin expansion initiatives.

Impact of Inflation

We believe inflation has not had a significant effen our operations. Price increases for raw rnas$gisuch as paper and fuel charges,
typically have been, and we expect will continudég passed on to customers in the ordinary cafrsesiness.

Liquidity and Capital Resource

Our principal sources of cash have been operatindorrowings under our debt agreements. Our téistiorical uses of cash have been for
ongoing operations, payment of principal and irgeom outstanding debt obligations, and capitakesures. In July 2013, we repurchased
$7.0 million in aggregate principal amount of 00r3% senior unsecured notes due December 15, 2Ghé bpen market using available
cash. Total cash as of June 30, 2013 was $32.lbbmi{Df this amount, $17.3 million was held in figre countries, with $15.6 million held



China.

Supplemental information pertaining to our histalisources and uses of cash is presented as fadliogvshould be read in conjunction with
our interim Condensed Consolidated Statements sfi €ows and notes thereto included elsewheresréport.

Three Months Ended June 30 Six Months Ended June 30
(In thousands) 2013 2012 2013 2012
Net cash provided by operating activit $ 8,11( $ 4,458 $ 19,99 $ 16,85(
Net cash used in investing activiti $ (4249 $ (5,83) $ (9,509 $ (9,44¢
Net cash used in financing activiti $ (1,82 $ (5,059 $ (6,29¢) $ (9,58)
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Operating Activities
Cash flows from operations are primarily drivendayes and net profit generated from these saleljdirg non-cash charges.

The overall increase in cash flows from operatidmsng the six months ended June 30, 2013 ovesahe period in 2012 was primarily due
the increase in our net income driven by our exjpanaf EBITDA margins as described above, in additio an income tax refund of $3.8
million received in 2013 related to our 2009 coidated federal income tax return, and the timingadfounts payable and accrued expenses,
which were offset, in part, by the increase of acite receivable and cash payments of $2.6 millfaelated to our restructuring plan. Days
sales outstanding (“DSQ”) increased to 54 days dsie 30, 2013 compared to 51 days as of Jun20d@, primarily due to the timing of
customer payments in the second quarter of 2018typical for our DSO to temporarily increaseidgrthe second quarter due to the
increased revenue in May and June when comparéd&ienue in November and December.

Investing Activitie:

Net cash used in investing activities was primaméiated to capital expenditures. We incurred edixpenditures totaling of $10.0 millic
and $9.3 million for the six months ended June2B0,3 and 2012, respectively. The increase in dapif@enditures is primarily due to grow
in our onsite services, and due to the fact thatmweee often elected to purchase rather than leaseequipment.

Financing Activities

Net cash of $6.3 million used in financing actegtiduring the six months ended June 30, 2013 phmalates to scheduled payments on
debt agreements and capital leases.

Our cash position, working capital, and debt olilay#s as of June 30, 2013, and December 31, 20&2h@wn below and should be read in
conjunction with our Condensed Consolidated Bal&toeets and notes thereto contained elsewherésirethort.

December 31

(In thousands) Ju2n(;31§0‘ 2012

Cash and cash equivalents $ 32,37% $ 28,02
Working capital $ 48,22¢ $ 40,65(
Borrowings from senior secured credit facility axidtes (1) $197,18: $ 196,85:
Other debt obligation 23,59¢ 25,67
Total debt obligation $220,78: $ 222,52!

(1) Notes, net of discount $2,816and $3,148 at June 30, 2013 and December 31, 28 ctively

The increase of $7.6 million in working capitald813 was primarily due to an increase in cash of $4llion, an increase in accounts
receivable of $11.3 million that was offset by therease in accounts payable of $3.6 million armtsed payroll and payroll-related expenses
of $3.1 million. The increase in cash was primadiiye to the increase in our net income driven byeapansion of EBITDA margins, as
described above, an income tax refund of $3.8 onilteceived in 2013 related to our 2009 consoliigderal income tax return, partially
offset by $2.6 million of cash payments relatedto restructuring plan. The increase in accourtisivable was driven by higher revenue in
the second quarter of 2013 as compared to thehfoudrter of 2012. The increase in accounts payaideaccrued payroll expenses was due
to the timing of payments and accrued incentiveues in 2013. To manage our working capital, wefhfocus on our number of days
sales outstanding and monitor the aging of our atisoreceivable, as receivables are the most gignifelement of our working capital.

We believe that our current cash balance of $32llibm availability under our revolving credit fdity and additional cash flows provided by
operations should be adequate to cover the nektéweonths of working capital needs, debt serveampiirements consisting of scheduled
principal and interest payments, and planned dagi@enditures, to the extent such items are knomare reasonably determinable based on
current business and market conditions. In additimay elect to finance certain of our capitgdenditure requirements through
borrowings under our senior secured revolving ¢riedility, which had no debt outstanding as ofed@0, 2013. See “Debt Obligations”
section for further information related to our @nt credit facility.

We generate the majority of our revenue from safesrvices and products to the AEC industry. Assailt, our operating results and
financial condition can be significantly affectegl économic factors that influence the AEC indussggh as non-residential and residential
construction spending. Additionally, a general eroit downturn may adversely affect the ability af customers and suppliers to obtain
financing for significant operations and purchases)] to perform their obligations under their agreats with us. We believe that credit
constraints in the financial markets could resuldidecrease in, or cancellation of, existing kessncould limit new business, and could
negatively affect our ability to collect our acctsineceivable on a timely basis.

In July 2013, we repurchased $7.0 million in aggtegrincipal amount of our 10.5% senior unsecuads due December 15, 2016 in the
open market. The repurchase was intended to refla€2s long-term debt and annual interest obligaticand made no use of our $50.0
million revolving credit facility which remains uralvn. We may consider additional steps to furtieeuce our debt and interest obligation
the future provided conditions favor the Company.

While we have not been actively seeking growthulgioacquisition during the last three years, trecetive team continues to selectiv



evaluate potential acquisitions.

Debt Obligations
10.5% Senior Notes due 2016
On December 1, 2010, we completed a private planeonfel0.5% senior unsecured notes due 2016 (theeN).

The Notes have an aggregate principal amount dd $@0ion, and are general unsecured senior obbgatand are subordinate to all of our
existing and future senior secured debt to thentxibthe assets securing such debt. We receivests giroceeds of $195.6 million from the
Notes offering. Our obligations under the Notesjairtly and severally guaranteed by all of our éstic subsidiaries. The issue price \
97.824% with a yield to maturity of 11.0%. Interestthe Notes accrues at a rate of 10.5% per aramahis payable semiannually in arrears
on June 15 and December 15 of each year, commeanidgne 15, 2011. We will make each interest payitoethe holders of record of the
Notes on the immediately preceding June 1 and Deeeth

Repurchase upon Change of Con. In connection with the issuance of the Notesewered into an indenture (the “Indenture”). Uploa t
occurrence of a change in control (as definedénltidenture), each holder of the Notes may requsr® repurchase all of the then-
outstanding Notes in cash at a price equal to 16flfite aggregate principal amount of the Notesstodpurchased, plus accrued and unpaid
interest, if any, to the date of repurchase.
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Other CovenantsThe Indenture contains covenants that limit, agnather things, our company’s and certain of olnsgliaries’ ability to

(1) incur certain additional debt and issue preféistock, (2) make certain restricted paymentscgBsummate specified asset sales, (4) enter
into certain transactions with affiliates, (5) deehiens, (6) declare or pay any dividend or maie @her distributions, (7) make certain
investments, and (8) merge or consolidate withlargperson.

Events of Defau. The Indenture provides for customary events ¢diwle(subject in certain cases to customary geamecure periods), whi
include non-payment, breach of covenants in thenture, cross default and acceleration of othezbtetiness, a failure to pay certain
judgments and certain events of bankruptcy andvescy. Generally, if an event of default occuhg Trustee or holders of at least 259
principal amount of the then outstanding Notes uheglare the principal of and accrued but unpaierésgt on all of the then-outstanding
Notes to be due and payak

Exchange OffelPursuant to a registered exchange offer in May 2@&loffered to exchange up to $200.0 million aggte principal amount
of the Notes, for new notes that were registeratbuthe Securities Act. The terms of the registeigéds are the same as the terms of the
Notes, except that they are registered under therBies Act and the transfer restrictions, regititm rights and additional interest provisic
are not applicable. We accepted the exchange df.@2fillion aggregate principal amounts of the Ndteat were properly tendered in the
exchange offer.

2010 Credit Agreement

In connection with the issuance of the Notes, amgany and certain of our subsidiaries also entetedhe 2010 Credit Agreement that
provided for a $50.0 million senior secured revadyline of credit.

2012 Credit Agreement

On January 27, 2012, we entered into a new Cragliéément (the “2012 Credit Agreement”) and ternd@dahe 2010 Credit Agreement. The
2012 Credit Agreement provides revolving loansriraggregate principal amount not to exceed $50l@®miwith a Canadian sublimit of
$5.0 million, based on inventory, accounts recdvand unencumbered equipment of our subsidiargenized in the US and Canada
(“Domestic Subsidiaries”) that meet certain elifiipicriteria. The 2012 Credit Agreement has a migtwlate of June 15, 2016.

Amounts borrowed in US dollars under the 2012 Gradreement bear interest, in the case of LIBORi$oat a per annum rate equal to the
LIBOR plus the LIBOR Margin, which may range fron73% to 2.25%, based on Average Daily Net Availgb{las defined in the 2012
Credit Agreement). All other amounts borrowed in ditflars that are not LIBOR loans bear interest per annum rate equal to (i) the
greatest of (A) the Federal Funds rate plus 0.B)the LIBOR (calculated based upon an interesbgesf three months and determined on a
daily basis), plus 1.0% per annum, and (C) theghisterest announced, from time to time, withireNMy Fargo Bank, National Association at
its principal office in San Francisco as its “prinage,” plus (ii) the Base Rate Margin (as defiirethe 2012 Credit Agreement), which may
range from 0.75% to 1.25% percent, based on Avdeailg Net Availability (as defined in the 2012 @ieAgreement). Amounts borrowed

in Canadian dollars bear interest at a per anntienegual to the Canadian Base Rate (as defindwif@12 Credit Agreement) plus the
LIBOR Margin, which may range from 1.75% to 2.299&sed on Average Daily Net Availability.

The 2012 Credit Agreement contains various loarenawts that restrict our ability to take certaiticans, including restrictions on incurrence
of indebtedness, creation of liens, mergers or@aegions, dispositions of assets, repurchaseademption of capital stock, making certain
investments, entering into certain transactioné waftiliates or changing the nature of our businésaddition, at any time when Excess
Availability (as defined in the 2012 Credit Agreemt)eis less than $10.0 million we are required &nmtain a Fixed Charge Coverage Ratio
(as defined in the 2012 Credit Agreement) of astidad. Our obligations under the 2012 Credit Agreet are secured by substantially all of
our assets pursuant to a Guaranty and Securityefvgst.

As of and during the six months ended June 30, 2023lid not have any outstanding debt under ti2 Zredit Agreement.

As of June 30, 2013, based on inventory, acco@usivable and unencumbered equipment of our sadiorganized in the US and
Canada, our borrowing availability under the 2012dt Agreement was $50.0 million. Standby lettefrsredit totaling $2.5 million reduced
our borrowing availability under the 2012 CreditrAgment to $47.5 million as of June 30, 2013.

Foreign Credit Agreement

In the third quarter of 2012, UDS, ARC's Chinesergions, entered into one-year revolving creditlitees. The facilities provide for a
maximum credit amount of 20.0 million Chinese YdRenminbi, which translates to U.S. $3.2 millioncdsune 30, 2013. Draws on the
facilities are limited to 30 day periods and inaufiee of 0.05% of the amount drawn and no additionerest is charged. As of June 30, 2013,
there was $1.8 million in outstanding debt drawroanforeign credit facilities.

Capital Leases

As of June 30, 2013, we had $21.2 million of cdpéase obligations outstanding, with a weightedrage interest rate of 7.5% and matur|
between 2013 and 2018.

Other Notes Payable



As of June 30, 2013, we had $0.4 million of notaggble outstanding, with an interest rate of 6.5 maturities in 2016. These notes are
collateralized by equipment previously purchased.

As of June 30, 2013, we had $0.2 million of sefletes outstanding, with a weighted average inteatstof 6.0% and maturities between
2013 and 2014. These notes were issued in connegtib prior acquisitions.

Off-Balance Sheet Arrangements
As of June 30, 2013, we did not have any off-badasiteet arrangements as defined in Item 303(&)(@d)(Regulation S-K.

Contractual Obligations and Other Commitments

Operating LeasedVe have entered into various non-cancelable operé&ases primarily related to facilities, equiptn@nd vehicles used in
the ordinary course of business.
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Contingent Transaction ConsideratioNe have entered into earnout obligations in conoeatith prior acquisitions. If the acquired
businesses generate sales and/or operating pgroétcess of predetermined targets, we are obligatenake additional cash payments in
accordance with the terms of such earnout obligatiés of June 30, 2013, we have potential futare@ut obligations for acquisitions
consummated before the adoption of ASC &isiness Combinationsf approximately $1.8 million through 2014 if preéelenined financial
targets are met or exceeded. Earnout paymentstpribe adoption of ASC 805 are recorded as additipurchase price (as goodwill) when
the contingent payments are earned and becomelpayab

Legal Proceeding<On October 21, 2010, a former employee—individuatigl on behalf of a purported class consistindl afam-exempt
employees who work or worked for American Reprobpiep Company, LLC and American Reprographics Compathe State of California
at any time from October 21, 2006 through the preséiled an action against us in the Superior Cour€alfifornia for the County of Oranc
The complaint alleges, among other things, thaCbmpany violated the California Labor Code byifgjlto (i) provide meal and rest peric
or compensation in lieu thereof, (ii) timely paygea due at termination, and (iii) that those pcastialso violate the California Business and
Professions Code. The relief sought includes damagstitution, penalties, interest, costs, anutiadlys'fees and such other relief as the ¢
deems proper. On March 15, 2013, we participatedprivate mediation session with claimants’ colmggch did not result in resolution of
the claim. A subsequent court status conferencehetason July 8, 2013 with no resolution reachelth@dugh we believe that we have
meritorious defenses to the claim, we also belteat a loss is probable and recorded a liabilitg@® million as of June 30, 2013. The case
remains unresolved as of June 30, 2013. As suehyltimate resolution of the claim could resulaifoss different than the estimated loss
recorded.

In addition to the matter described above, wemrelved in various additional legal proceedings atiter legal matters from time to time in
the normal course of business. We do not belieakttie outcome of any of these matters will haweaterial effect on our consolidated
financial position, results of operations or casiws.

Critical Accounting Policies

Our management prepares financial statements ifooity with GAAP. When we prepare these finansidtements, we are required to
make estimates and assumptions that affect thetegpamounts of assets and liabilities and thdabsice of contingent assets and liabilitie
the date of the financial statements and the redamounts of revenues and expenses during theirgpperiod. On an on-going basis, we
evaluate our estimates and judgments, includingdimelated to accounts receivable, inventoriegroed tax assets, goodwill and intangible
assets and long-lived assets. We base our estiaradgsidgments on historical experience and orouarother factors that we believe to be
reasonable under the circumstances, the resulthioh form the basis for our judgments about theyiiag values of assets and liabilities that
are not readily apparent from other sources. Agesllts may differ from these estimates undeedtiffit assumptions or conditions.

Goodwill Impairment

In connection with acquisitions, we apply the psimns of ASC 805Business Combinationaising the acquisition method of accounting.
excess purchase price over the fair value of mgfilide assets and identifiable intangible asseqsiaed is recorded as goodwiill.

In accordance with ASC 35Mhtangibles — Goodwill and Othemwe assess goodwill for impairment annually aSeftember 30, and more
frequently if events and circumstances indicaté goadwill might be impaired.

At September 30, 2012, absent the fact that wesaggmodwill for impairment annually as of Septent@rwe determined that there were
sufficient indicators to trigger a goodwill impaiemt analysis. The indicators included, among ofetors: (1) our underperformance relative
to our plan in the third quarter of 2012 (2) thefpemance against plan of reporting units whichviyasly had goodwill impairment (3) the
economic environment, and (4) the continued deergakarge and small format printing at our sengeaters, which our management
believes is partly due to customers’ increasingoida of technology. Our analysis indicated thateseof our 27 reporting units, six in the
United States and one in Canada, had a goodwikhiment as of September 30, 2012. Accordingly, @®rded a pretax, naash charge fi
the three months ended September 30, 2012 to réde@arrying value of goodwill by $16.7 millionaBed upon our assessment, we
concluded that no goodwill impairment triggeringeats have occurred during the first six months@#f2that would require an additional
impairment test.

Goodwill impairment testing is performed at theadmg unit level. Goodwill is assigned to repogianits at the date the goodwill is initially
recorded. Once goodwill has been assigned to liegarhits, it no longer retains its associationhwdtparticular acquisition, and all of the
activities within a reporting unit, whether acquirer internally generated, are available to supgi@tvalue of the goodwill.

Goodwill impairment testing is a two-step proced®gp one involves comparing the fair value of @porting units to their carrying amount.
If the carrying amount of a reporting unit is gexahan zero and its fair value is greater thanatsying amount, there is no impairment. If
reporting unit's carrying amount is greater tham fir value, the second step must be completetetsure the amount of impairment, if any.
Step two involves calculating the implied fair valof goodwill by deducting the fair value of alhgable and intangible assets, excluding
goodwill, of the reporting unit from the fair valeé the reporting unit as determined in step orree implied fair value of goodwill determin

in this step is compared to the carrying valueadyvill. If the implied fair value of goodwill iks than the carrying value of goodwill, an
impairment loss is recognized equal to the diffeeen

We determine the fair value of our reporting unggng an income approach. Under the income appreezketermined fair value based on
estimated discounted future cash flows of eachrtggpunit. Determining the fair value of a repagiunit is judgmental in nature a



requires the use of significant estimates and agans, including revenue growth rates and EBITDArgins, discount rates and future
market conditions, among others.

Our projections are driven, in part, by industryadgathered from third parties, including projecgedwth rates of the AEC industry by
segment (i.e. residential and non-residential)amtetipated GDP growth rates, as well as compaeygifip data such as estimated
composition of our customer base (i.e. non-AECAKC, residential vs. non- residential), historimlenue trends, and EBITDA margin
performance of our reporting units. Our revenuggations for each of ARC's reporting units incluthe estimated respective customer
composition for each reporting unit, year-to-daeenue at the time of the goodwill impairment asalyand projected growth rates for the
related customer types. Although we rely on a waé internal and external sources in projectiegenue, our relative reliance on each
source or trend changes from year to year. In 2@&2)oted a continued divergence between our istevenue growth rates and AEC non-
residential construction growth rates, as wellhas“tilution” of traditional reprographics as ther@panys dominant business line. Therefc
we increased our reliance upon internal sourcesdoshort-term and long-term revenue forecastgeQine forecasted revenue was
established for each of the reporting units basethe process noted above, using the current VBAIEA margin as a base line, we
forecasted future EBITDA margins. In general, oBI EDA margins are significantly affected by (1) esawe trends and (2) cost management
initiatives. Revenue trends impact our EBITDA margbecause a significant portion of our cost cdsale considered relatively fixed
therefore an increase in forecasted revenue (p&atlg when combined with any cost management odpctivity enhancement initiatives)
would result in meaningful gross margin expansiimilarly, a significant portion of our selling, geral, and administrative expenses are
considered fixed. Hence, in forecasting EBITDA niasgsignificant reliance was placed on the hisadrimpact of revenue trends on
EBITDA margin.

The estimated fair value of our reporting unitsevbased upon a projected EBITDA margin, which waikipated to have a slight increase
from 2012 to 2013, followed by year over year irmges of approximately 150 to 200 basis points iMafrough 2016, with stabilization
expected in 2017. These cash flows were discourdied) a weighted average cost of capital rangiagnfi 3% to 15%, depending upon the
size and risk profile of the reporting unit. We swlered market information in assessing the reddenass of the fair value under the income
approach described above.
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The results of step one of the goodwill impairmest, as of September 30, 2012, were as follows:

Number of
Representin¢

Reporting
(Dollars in thousands) Units Goodwill of

No goodwill balanct 11 $ —

Reporting units failing step one that continuedorg a goodwill balanc 5 24,09«
Fair value of reporting unit exceeds its carryiaue by 119—20% 2 28,19¢
Fair value of reporting unit exceeds its carryiadue by 209—40% 4 91,18(
Fair value of reporting unit exceeds its carryiague by more than 40' 5 69,13¢
27 $ 212,60t

Based upon a sensitivity analysis, a reductiomppfaximately 50 basis points of projected EBITDA2012 and beyond, assuming all other
assumptions remain constant, no additional repgpriinits would proceed to step two of the analhaibough the change would result in an
additional impairment charge of approximately $2iBion.

Based upon a separate sensitivity analysis, a §8 paint increase to the weighted average cosaital would result in no additional
reporting units proceeding to step two of the asialyalthough the change would result in a furthgrairment of approximately $2.0 million.

Given the current economic environment and the gimgndocument and printing needs of our customedstilae uncertainties regarding the
effect on our business, there can be no assurbatéhe estimates and assumptions made for purpbses goodwill impairment testing in
2012 will prove to be accurate predictions of theufe. If our assumptions, including forecasted HBA of certain reporting units, are not
achieved, we may be required to record additionabgill impairment charges in future periods, whegtim connection with our next annual
impairment testing in the third quarter of 2013paran interim basis, if any such change consttatiggering event (as defined under ASC
350, Intangibles — Goodwill and Othgroutside of the quarter when we regularly perfoun annual goodwill impairment test. It is not
possible at this time to determine if any suchreiimpairment charge would result or, if it doesiether such charge would be material.

Income Taxes

Deferred tax assets and liabilities reflect tempodifferences between the amount of assets ahiflitiies for financial and tax reporting
purposes. Such amounts are adjusted, as appropoiaetiect changes in tax rates expected to tedfact when the temporary differences
reverse. A valuation allowance is recorded to reduar deferred tax assets to the amount that ig tika@ly 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 comdigtere sources of taxable income such as futewensals of existing taxable temporary
differences, future taxable income exclusive ofrsing temporary differences and carryforwardstarglanning strategies. A tax planning
strategy is an action that: is prudent and feasérieenterprise ordinarily might not take, but wbtdke to prevent an operating loss or tax
credit carryforward from expiring unused; and worddult in realization of deferred tax assetshimévent we determine the deferred tax
assets, more likely than not, will not be realizethe future, the valuation adjustment to the tefittax assets will be charged to earnings in
the period in which we make such a determination.

As of June 30, 2011, we determined that cumulatisses for the preceding twelve quarters constitatgficient objective evidence (as
defined by ASC 740-10ncome Taxe}that a valuation allowance was needed. As of 3013, the valuation allowance against certain
deferred tax assets was $78.4 million.

In future quarters we will continue to evaluate bistorical results for the preceding twelve quartnd our future projections to determine
whether we will generate sufficient taxable incaimetilize our deferred tax assets, and whetheartigh or full valuation allowance is still
required. Should we generate sufficient taxablenme, however, we may reverse a portion or all eftkien current valuation allowance.

We calculate our current and deferred tax provikiased on estimates and assumptions that couét #liéfim the actual results reflected in
income tax returns filed in subsequent years. Adjests based on filed returns are recorded whenifidel.

Income taxes have not been provided on certairstrifalited earnings of foreign subsidiaries becaush earnings are considered to be
permanently reinvested.

The amount of taxable income or loss we reporiéoviarious tax jurisdictions is subject to ongadnglits by federal, state and foreign tax
authorities. Our estimate of the potential outcahany uncertain tax issue is subject to managemansessment of relevant risks, facts, and
circumstances existing at that time. We use a rike&~than-not threshold for financial statemeatognition and measurement of tax
positions taken or expected to be taken in a taxmeWe record a liability for the difference betwn the benefit recognized and measurec
tax position taken or expected to be taken onauraturn. To the extent that our assessment ¢f ucpositions changes, the change in
estimate is recorded in the period in which thedeaination is made. We report testated interest and penalties as a componentofria ta:
expense.

For further information regarding the accountindigges that we believe to be critical accountindigies and that affect our more significant
judgments and estimates used in preparing ourinmt€ondensed Consolidated Financial Statementewe2012 Annual Report on Form-



K.

Recent Accounting Pronounceme

See Note 1, “Description of Business and Basisre§@ntation” to our interim Condensed Consolid&iedncial Statements for disclosure on
recent accounting pronouncements.
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ltem 3. Quantitative and Qualitative Disclosures About MakRisk

Historically, our primary exposure to market riskinterest rate risk associated with our debtumsénts. We use both fixed and variable rate
debt as sources of financing. Historically, we hamtered into derivative instruments to manageesposure to changes in interest rates.
These instruments allow us to raise funds at fhoptates and effectively swap them into fixed ragdthout the exchange of the underlying
principal amount.

As of June 30, 2013, we had $220.8 million of talelbt, net of discount, and capital lease obligatimone of which bore interest at variable
rates.

We have not, and do not plan to, enter into andtve financial instruments for trading or spetide purposes. As of June 30, 2013, we
had no significant material exposure to market, fis&luding foreign exchange risk and commoditksis

| tem 4. Controls and Procedures
Disclosure Controls and Procedur

We maintain disclosure controls and proceduresdtetlesigned to ensure that information requindsketdisclosed in our reports under the
Exchange Act are recorded, processed, summarinddeported within the time periods specified ia 8ecurities and Exchange
Commissions rules and forms, and that such information islandated and communicated to our management, imguslr Chief Executiv
Officer and our Chief Financial Officer, as appiiap, to allow timely decisions regarding requitésclosures.

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial Officer we
conducted an evaluation of the effectiveness ofdisaiosure controls and procedures (as defindtule 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934) as of June 3032B4&sed on that evaluation, our Chief Executivic®f and our Chief Financial Officer
concluded that as of June 30, 2013, our disclosamérols and procedures were effective.

Changes in Internal Control over Financial Repogin

There were no significant changes to internal @dmver financial reporting during the three mong¢imgled June 30, 2013, that have matel
affected, or are reasonably likely to materiallfeef, our internal control over financial reporting
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PART II—OTHER INFORMATION

Item 1. Legal Proceedings

This information is included under the caption “Bé§roceedings” in Note 7 to our Condensed Conatditi Financial Statements in Part 1,
Item 1 of this Quarterly Report on Form 10-Q.

Iltem 1A. Risk Factors

Information concerning certain risks and uncertagappears in Part |, Item 1A “Risk Factors” of &mnual Report on Form 10-K for the
fiscal year ended December 31, 2012. You shoulefelly consider those risks and uncertainties, Whiculd materially affect our business,
financial condition and results of operations. Ehleave been no material changes to the risk fadtsctosed in our Annual Report on Form
10-K for the year ended December 31, 2012.

Item 2. Unregistered Sales of Equity Securities and UsdPobceeds
Issuer Purchases of Equity Securities

(c) Total Number (d) Maximum Number of
(a) Total of Shares Purchased as P&
Number of (b) Average Shares That May Yet Be
Shares Price Paid of Publicly Announced Purchased Under the
Period (In thousands, except per share dat¢ Purchased(®) per Share @) Plans or Programs Plans or Programs

April 1, 2013 - April 30, 2013 28 $ 3.21 — —
May 1, 2013 May 31, 2013 — — — —
June 1, 201~ June 30, 201 — — == —

Total 28 $ 3.21 — —

(1) Our 2005 Stock Plan provides us with the righdeduct or withhold, or require employees to tdmus, an amount sufficient to satisfy
any applicable tax withholding requirements apjtliedo stock-based compensation awards. To theepemitted, employees may
elect to satisfy all or part of such withholdingjoerements by having us withhold shares havingrarfarket value equal to the
minimum statutory tax withholding rate that coukdimposed on the transaction. All shares showhimtable were withheld during the
second quarter of 2013 in connection with the esaitint of vested restricted stock awards to satisfyvithholding requirement

| tem 6. Exhibits

Exhibit

Number Description

31.1 Certification of Principal Executive Officer pursitao Rule 13a-14(a) and Rule 15d-14(a) under tmufities Exchange Act
of 1934, as adopted pursuant to Section 302 oB#rbane-Oxley Act of 2002.*

31.2 Certification of Principal Financial Officer purquao Rule 13a-14(a) and Rule 1%d{a) under the Securities Exchange Ac
1934, as adopted pursuant to Section 302 of tHeaBa-Oxley Act of 2002.*

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtioBe906 of the
Sarbane-Oxley Act of 2002.*

32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiio8e906 of the Sarbanes-
Oxley Act of 2002.*

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Scheme

101.CAL XBRL Taxonomy Extension Calculation Linkbas:
101.DEF XBRL Taxonomy Extension Definition Linkbase
101.LAB XBRL Taxonomy Extension Label Linkbase
101.PRE XBRL Taxonomy Extension Presentation Linkbas

* Filed herewitr

35



Table of Contents

S IGNATURES

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

Date: August 7, 2013
ARC DOCUMENT SOLUTIONS, INC
/sl KUMARAKULASINGAM SURIYAKUMAR

Kumarakulasingam Suriyakum
Chairman, President and Chief Executive Offi

/s/ JOHN E.D. TOTH
John E.D. Tott
Chief Financial Officer, Secreta
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EX HIBIT INDEX

Exhibit

Number Description

31.1 Certification of Principal Executive Officer pursitao Rule 13a-14(a) and Rule 15d-14(a) under tmufties Exchange Act
of 1934, as adopted pursuant to Section 302 oB#rbane-Oxley Act of 2002.*

31.2 Certification of Principal Financial Officer purquao Rule 13a-14(a) and Rule 1%d{a) under the Securities Exchange Ac
1934, as adopted pursuant to Section 302 of tHeaBa-Oxley Act of 2002.*

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdioBe906 of the
Sarbane-Oxley Act of 2002.*

32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdiioBe906 of the Sarbanes-
Oxley Act of 2002.*

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Scheme

101.CAL XBRL Taxonomy Extension Calculation Linkbas:
101.DEF XBRL Taxonomy Extension Definition Linkbase
101.LAB XBRL Taxonomy Extension Label Linkbase
101.PRE XBRL Taxonomy Extension Presentation Linkbas

* Filed herewitr
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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 Forn-Q of ARC Document Solutions, Inc

Based on my knowledge, this report does notaiorminy untrue statement of a material fact or dn#tate 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 reg

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

The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogti(as defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedurresused such disclosure controls and procedaoites 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 entities, pattidy during the period in which this report isifge prepared

b) Designed such internal control over financiglaing, or caused such internal control over feiahreporting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsadisclosure controls and procedures and presemtads report our conclusio
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; an

d) Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an annuabmrg that has material
affected, or is reasonably likely to materiallyeadf, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorsldhe audit committee of the registrant’s boardiofctors (or persons performing
the equivalent functions

a) All significant deficiencies and material weagses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaizd report financial
information; anc

b) Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the
registran’'s internal controls over financial reportir

Date: August 7, 2013

/sl KUMARAKULASINGAM SURIYAKUMAR

Kumarakulasingam Suriyakum
Chairman, President and Chief Executive Officem@pal Executive Officel



Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL 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 Forn-Q of ARC Document Solutions, Inc

Based on my knowledge, this report does notaiorminy untrue statement of a material fact or dn#ttate 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 ref

Based on my knowledge, the financial statemeamis,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 presentet
this report;

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogtias defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and procedurresused such disclosure controls and procedaoites 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 entities, pattdy during the period in which this report isfg prepared

b) Designed such internal control over financiglaing, or caused such internal control over feiahreporting 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 registsadisclosure controls and procedures and preséntbd report our conclusio
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; an

d) Disclosed in this report any change in the tegig’s internal control over financial reportirtgat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an annuabmrg that has material
affected, or is reasonably likely to materiallyeadtf, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evatuat 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 weakses in the design or operation of internal corvelr financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; anc

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the
registran’'s internal controls over financial reportir

Date: August 7, 2013

/s/ JOHN E.D. TOTH

John E.D. Tott
Chief Financial Officer, Secretary
(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 theriod ended June 30, 2013 fully
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 1934 arad the information contained in such
report fairly presents in all material respectsfthancial condition and results of operationstef Company.

Date: August 7, 2013

/sl KUMARAKULASINGAM SURIYAKUMAR
Kumarakulasingam Suriyakum
Chairman, President and Chief Executive Offi




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@iteadbarbanes-Oxley Act of 2002, that the
Quarterly Report of ARC Document Solutions, Inbe(tCompany”) on Form 1@ for the period ended June 30, 2013 fully comphéh the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934 and that the informationtained in such report fairly presents,
in all material respects, the financial conditiodaesults of operations of the Company.

Date: August 7, 2013

/s/ JOHN E.D. TOTH

John E.D. Tott

Chief Financial Officer, Secretary
(Principal Financial Officer




