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FORWARD-LOOKING STATEMENTS

Some statements included in this report constitute forward-looking statements within the meaning of the Private Securities Litigation Reform

Act of 1995 and the federal securities laws. Statements that include the words may, will, could, should, would, believe, anticipate, fo
estimate, expect, preliminary, intend, plan, project, outlook and similar statements of a future or forward-looking nature identify forwe

statements. You should not place undue reliance on these statements. These forward-looking statements include statements that reflect the

current views of our senior management with respect to our financial performance and future events with respect to our business and industry in

general. Forward-looking statements address matters that involve risks and uncertainties. Accordingly, there are or will be important factors that

could cause our actual results to differ materially from those indicated in these statements. We believe that these factors include, but are not

limited to, the risks related to the following:

. the potential adverse impacts of failure to complete, or delay in completing, the proposed merger with Dex One Corporation ( Dex
One ) as a result of obtaining consents from the stockholders and secured creditors of Dex One or the Company;

. the business uncertainties and contractual restrictions arising from the timing and closing of the proposed merger with Dex One,
including the possible inability to consummate the proposed merger on the terms originally contemplated;

. the risk that anticipated cost savings, growth opportunities and other financial and operating benefits as a result of the proposed
merger may not be realized or may take longer to realize than expected;

. the risk that benefits from the transaction may be significantly offset by costs incurred in integrating Dex One and the Company;

. difficulties in connection with the process of integrating Dex One and the Company if the transaction with Dex One is consummated,
including: coordinating geographically separate organizations; integrating business cultures, which could prove to be incompatible; difficulties
and costs of integrating information technology systems; and the potential difficulty in retaining key officers and personnel;

. the risks related to the impact either Dex One s or the Company s voluntary case under Chapter 11 of title 11 of the United States Code
(the Bankruptcy Code ) to consummate the proposed merger (together, Chapter 11 cases ) could have on the Company s business operations,
financial condition, liquidity or cash flow;

. the risks related to other parties objecting to the Chapter 11 cases and the resulting cost and expenses of delays in either Chapter 11
case;
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. risks that the combined company will incur significant, non-recurring costs in connection with the administration of the Chapter 11
cases;

. our inability to provide assurance for the long-term continued viability of our business;

. reduced advertising spending and increased contract cancellations by our clients, which causes reduced revenue;

. declining use of print yellow pages directories by consumers;

. competition from other yellow pages directory publishers and other traditional and new media;

. our ability to anticipate or respond to changes in technology and user preferences;

. changes in our operating performance;

. limitations on our operating and strategic flexibility and the ability to operate our business, finance our capital needs or expand

business strategies under the terms of our credit agreement;

. failure to comply with the financial covenants and other restrictive covenants in our credit agreement;
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. limited access to capital markets and increased borrowing costs resulting from our leveraged capital structure and debt ratings;
. changes in the availability and cost of paper and other raw materials used to print our directories;

. our reliance on third-party providers for printing, publishing and distribution services;

. credit risk associated with our reliance on small- and medium-sized businesses as clients;

. our ability to attract and retain qualified key personnel;

. our ability to maintain good relations with our unionized employees;

. changes in labor, business, political and economic conditions;

. changes in governmental regulations and policies and actions of federal, state and local municipalities; and

. the outcome of pending or future litigation and other claims.

The foregoing factors should not be construed as exhaustive and should be read together with the other cautionary statements included in this

and other reports we file with the Securities and Exchange Commission (the SEC ), including the information in Item 1A. Risk Factors in Part I
of this report. If one or more events related to these or other risks or uncertainties materialize, or if our underlying assumptions prove to be

incorrect, actual results may differ materially from what we anticipate. All forward-looking statements included in this report are expressly

qualified in their entirety by these cautionary statements. The forward-looking statements speak only as of the date made and, other than as

required by law, we undertake no obligation to publicly update or revise any forward-looking statements, whether as a result of new information,
future events or otherwise.

il
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Item 1. Business.

Overview

SuperMedia Inc. ( SuperMedia, we, our, us, Successor orthe Company ), formerly known as Idearc Inc. ( Idearc or Predecessor Comp.
of the largest yellow pages directory publishers in the United States as measured by revenue. We also offer digital advertising solutions. We

place our clients business information into our portfolio of local media solutions, which includes the Superpages directories, Superpages.com,

our digital local search resource on both desktop and mobile devices, the Superpages.com network, a digital syndication network that places

local business information across more than 250 websites, and our mobile sites and mobile applications. In addition, we offer solutions for

social media, digital content creation and management, reputation management and search engine optimization.

Together with our predecessor companies, we have more than 125 years of experience in the directory business. We primarily operate and are

the official publisher in the markets in which Verizon Communications Inc. ( Verizon ), or its formerly owned properties now owned by FairPoint
Communications, Inc. ( FairPoint ) and Frontier Communications Corporation ( Frontier ), are the incumbent local exchange carriers. We use their
brands on our print directories in these and other specified markets. We have a number of agreements with them that govern our publishing
relationship, including publishing agreements, branding agreements, and non-competition agreements, each of which has a term expiring in

2036.

We have a geographically diversified revenue base covering markets in 32 states for Superpages directories and in all 50 states for
Superpages.com and our other digital solutions. In 2012, we published more than 1,000 distinct directory titles and distributed about 74 million
copies of these directories to businesses and residences in the United States.

Bankruptcy Filing and Proposed Merger with Dex One

Bankruptcy Filing

On March 18, 2013, SuperMedia and all of its domestic subsidiaries filed voluntary bankruptcy petitions in the United States Bankruptcy Court

for the District of Delaware (the Bankruptcy Court ) for reorganization under the provisions of Chapter 11 of the Bankruptcy Code. Concurrently
with the bankruptcy petitions, SuperMedia filed and requested confirmation of a prepackaged plan of reorganization (the prepackaged plan ).

The prepackaged plan seeks to effect the proposed merger and related transactions contemplated by our Merger Agreement (as defined below)

with Dex One Corporation ( Dex One ), which is discussed in more detail below. Also on March 18, 2013, Dex One and its domestic subsidiaries
filed separate voluntary bankruptcy petitions in the Bankruptcy Court, and Dex One is seeking approval of its separate prepackaged plan of
reorganization (together with SuperMedia s prepackaged plan, the prepackaged plans ).

The prepackaged plans are an alternative means by which to consummate the proposed merger and the other transactions contemplated by the
Merger Agreement, including required amendments (the financing amendments ) to SuperMedia s and Dex One s respective credit agreements
(collectively, the transaction ). The Merger Agreement allows the transaction to be completed through Chapter 11 cases, if either SuperMedia or

8
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Dex One were unable to obtain its stockholders s approval of the Merger Agreement or unanimous lender approval of the financing amendments.

At a special meeting on March 13, 2013, our stockholders voted to approve and adopt the Merger Agreement and the proposed merger in the
event that we were able to obtain unanimous lender approval of the transaction. In addition, prior to the March 13, 2013 voting deadline, our
stockholders and lenders voted to accept the prepackaged plan in the event that we were unable to obtain unanimous lender approval of the
transaction and, alternatively, elected to effect the transaction through Chapter 11 cases. Similarly, Dex One s stockholders also voted to approve
and adopt the Merger Agreement and the proposed merger in the event that Dex One was able to obtain unanimous lender approval of the
transaction, and Dex One s stockholders and lenders voted to accept the prepackaged plan in the event Dex One was not able to obtain
unanimous lender approval of the transaction.

Subsequent to the special meeting, our board of directors determined that we had not obtained the unanimous lender approval required to effect
the transaction outside of court. Accordingly, on March 18, 2013, we filed our voluntary bankruptcy petition in order to seek approval of the
prepackaged plan and the completion of the transaction.

There can be no assurance that the Bankruptcy Court will confirm the prepackaged plans in a timely manner. While operating under Chapter 11,
the Company s operations will be subject to oversight by the Bankruptcy Court, which could lead to uncertainties as to the realization of assets
and satisfaction of obligations in the normal course of business.
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Our prepackaged plan, including the effects of the transaction, could result in changes to our current debt and equity ownership structure. The
prepackaged plan and the effects of the transaction will also result in our assets and liabilities being re-valued under applicable accounting
guidelines.

Merger Agreement

On August 20, 2012, SuperMedia, Dex One, Newdex Inc. ( Newdex ), and Spruce Acquisition Sub, Inc. ( Merger Sub ) entered into an Agreement
and Plan of Merger (the Original Merger Agreement, and as amended and restated, the Merger Agreement ), providing for a business
combination of SuperMedia and Dex One. The Merger Agreement provides that, upon the terms and subject to the conditions set forth in the

Merger Agreement, Dex One will be merged with and into Newdex, with Newdex continuing as the surviving corporation, and Merger Sub will

be merged with and into SuperMedia, with SuperMedia continuing as the surviving corporation (the Mergers ). As a result of the Mergers,
Newdex will become a newly listed company and SuperMedia will become a direct wholly owned subsidiary of Newdex.

Following the announcement of the proposed Mergers, the current senior secured lenders for SuperMedia and Dex One formed a joint steering
committee to evaluate the proposed amendments to the parties respective credit agreements as set forth in the Original Merger Agreement.

On December 5, 2012, SuperMedia, Dex One, Newdex, and Merger Sub entered into an Amended and Restated Agreement and Plan of Merger
which amended and restated the Original Merger Agreement to, among other things, (i) extend the date on which a party may unilaterally
terminate the Merger Agreement from December 31, 2012 to June 30, 2013, (ii) reduce the number of directors of Newdex after the
effectiveness of the Mergers from eleven to ten, and (iii) provide that if either Dex One or SuperMedia is unable to obtain the requisite consents
to the Mergers from its stockholders and to the contemplated amendments to its respective financing agreements from its senior secured lenders,
the Mergers could be effected through the prepackaged plans.

Also on December 5, 2012, we entered into a Support and Limited Waiver Agreement (the Support Agreement ) with certain of our senior
secured lenders and the administrative agent under our senior secured credit facility. The Support Agreement sets forth the obligations and
commitments of the parties with respect to the transaction. Specifically, the lenders party to the Support Agreement agreed, subject to the terms
of the Support Agreement, (i) to support and take reasonable action in furtherance of the financing amendments and the Support Agreement,

(ii) to timely vote to accept our prepackaged plan, and (iii) in the event that we elected to effect the Mergers through Chapter 11 cases, (a) to
support approval of our lender disclosure statement and confirmation of our prepackaged plan, (b) to support certain relief to be requested by
SuperMedia from the Bankruptcy Court, (c) to refrain from taking any action inconsistent with the confirmation of our prepackaged plan, and
(d) not to propose, support, solicit, or participate in the formulation of any plan other than our prepackaged plan. On the same date, Dex One
entered into a support agreement on substantially similar terms with the lenders and administrative agents under its senior secured credit
facilities.

Subject to the terms of the Merger Agreement, which has been approved by the boards of directors of SuperMedia and Dex One, in each case by
the unanimous vote of all directors voting, at the effective time of the Mergers, (i) each outstanding share of Dex One common stock (other than
shares held by SuperMedia, Dex One, Newdex or any of their respective subsidiaries) will be converted into the right to receive 0.20 shares of
Newdex common stock, par value $0.001 per share (the Newdex Common Stock ), which reflects a 1-for-5 reverse stock split of Dex One
common stock, and (ii) each outstanding share of SuperMedia common stock (other than shares held by SuperMedia, Dex One, Newdex or any
of their respective subsidiaries) will be converted into the right to receive 0.4386 shares of Newdex Common Stock. Outstanding SuperMedia
stock options will be cancelled at the effective time of the Mergers and, to the extent that SuperMedia s closing stock price on the date of the
Mergers exceeds the option strike price, will be settled in cash. All other outstanding SuperMedia equity awards will generally convert into

10
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Newdex Common Stock, after giving effect to the exchange ratio. Immediately after the completion of the Mergers, we anticipate that current
SuperMedia stockholders will own approximately 40% and current Dex One stockholders will own approximately 60% of Newdex, the
combined company.

Completion of the Mergers is subject to conditions, including, among others: (i) the Bankruptcy Court having confirmed the pre-packaged plan
of reorganization of such party substantially in the form provided in the Merger Agreement, (ii) SuperMedia and Dex One, and certain of their
respective subsidiaries, having entered into a tax sharing agreement and a shared services agreement, and (iii) authorization having been
obtained for the listing on the New York Stock Exchange or the Nasdaq Stock Market of the Newdex Common Stock to be issued as
consideration in the Mergers.

As more fully described below, we are a party to that certain loan agreement with certain financial institutions and JPMorgan Chase Bank, N.A.,
as administrative agent and collateral agent (as amended, the Loan Agreement ), providing for the issuance of $2,750 million of senior secured
term loans with a maturity date of December 15, 2015. As part of the prepackaged plan, the Loan

11
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Agreement will be amended and restated to extend the maturity date to December 31, 2016 as well as modify certain other provisions, including
the revision of interest rate spreads as follows:

ABR Eurodollar
Current Spread 7.00% 8.00%
Revised Spread 7.60% 8.60%

The prepackaged plan will effect the transactions contemplated by the Merger Agreement, including the financing amendments, the tax sharing
agreement and the shared services agreement.

The Merger Agreement contains certain termination rights for both SuperMedia and Dex One, including, among others, if the Mergers are not
consummated on or before June 30, 2013. The Merger Agreement further provides that, upon termination of the Merger Agreement under
specified circumstances following receipt from or announcement by a third party of an alternative transaction proposal, including termination of
the Merger Agreement by SuperMedia or Dex One as a result of an adverse change in the recommendation of the Mergers by the other party s
board of directors, SuperMedia may be required to pay to Dex One, or Dex One may be required to pay to SuperMedia, an expense
reimbursement up to a maximum amount of $7.5 million.

The accompanying consolidated financial statements have been prepared on a going-concern basis, which contemplates the realization of assets
and satisfaction of liabilities in the normal course of business. The ability of the Company to continue as a going concern is predicated upon,
among other things, the successful completion of the pre-packaged plans. While the Company is committed to pursuing completion of the
pre-packaged plans and the Mergers, there can be no assurance that the pre-packaged plans will be approved as submitted to the Bankruptcy
Court; and therefore, there is uncertainty about the Company s ability to realize its assets or satisfy its liabilities in the normal course of business.
The Company s consolidated financial statements do not include any adjustments that might result from this uncertainty.

Business Strategy and Competitive Strengths

Our strategy will continue to focus on being the trusted marketing partner for businesses, by offering them solutions to meet their specific
promotional media needs. We believe our media solutions provide a better return on investment relative to many other media alternatives. In
making a decision to advertise, we believe that our clients recognize that a large number of consumers who consult our search solutions then
make a purchase from information about local businesses that they find through SuperMedia, and that a broad and diverse demographic and
geographic base of consumers reference both print and digital media. We also believe that our clients value the quality of our client service and
other support we provide.

Our ability to develop and adapt our print and digital media solutions helps our clients reach more consumers in more ways, and is key to
increasing consumer usage and generating revenue. We are continuing to enhance our offerings by focusing on improvements in content,
technology and user experience. We continue to serve the promotional needs of local and national businesses by offering media solutions that fit
their needs and budgets. To further seek to increase our clients return on investment, we continue to refine programs that align each client s
investment with the value of the media solutions purchased.

12
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We believe that the following strengths will enable us to continue to compete in the local media marketplace:

. Agreements with Local Exchange Carriers. We are the official publisher of Superpages directories for the incumbent local exchange
carrier in most of our markets. Verizon, FairPoint and Frontier have granted us the right to use their brands on our print directories in these
markets. We believe our position as the official publisher of the local exchange carrier drives consumer awareness and use of our directories.

. Our Presence in the Local Digital Search Market. We have a presence in the local digital search market with Superpages.com and the
Superpages.com network, a digital syndication network that places local business information across more than 250 websites, mobile sites and
mobile applications. In 2012, the Superpages.com network had more than 152 billion searches. Under agreements with a number of major search
engines, through the Superpages.com network we place locally focused business information on those search engines websites, providing higher
traffic volume for our clients.

. Superior Value Proposition. We believe our promotional solutions provide our clients with a greater value proposition than many other
media, because they target consumers at the key time when they are actively seeking information to make a purchase, and also reach consumers
during several preceding and post purchase stages of the buying cycle. This is accomplished through print and digital listing and campaign
based solutions as well as through the addition of social and

13
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mobile solutions. We believe our solutions increase the value for our clients by providing a competitive cost per reference. Cost per reference is

a measure of a business s cost per contact generated from its promotional spending. Further, we believe that our solutions provide a higher return
on investment for a large number of business types than many other local advertising alternatives, including newspapers, television and radio.
We offer our clients an array of complementary media solutions, including Superpages directories, Superpages.com, our digital local search
resource on both desktop and mobile devices, the Superpages.com network, a digital syndication network, as well as social media, digital

content creation and management, reputation management and search engine optimization, all of which extend our clients reach.

. Large Locally Based Sales Force. The majority of our sales force is locally based, consisting mainly of premise media consultants who
generally focus on face-to-face sales. We believe the size, local presence and local market knowledge of our sales force is a competitive
advantage that enables us to develop and maintain long-standing relationships with our clients. Annually, our local client renewal rates (which
exclude the loss of clients that did not renew because they are no longer in business) have been at approximately 80%. In addition, we have
well-established training programs, practices and procedures to manage the productivity and effectiveness of our sales force.

. Innovative and Adaptive Offerings. We believe we are adept at both developing innovative offerings for our clients and adapting
quickly to consumer preferences. The Company offers a SuperGuarantee marketing program to select clients in select categories designed to
make it easier and faster for consumers to find businesses they trust. Our SuperGuarantee program provides a limited guarantee of the services
performed by certain of our clients. We continually update our consumer offerings on Superpages.com, as well as our client offerings through
the addition of solutions based on changing consumer behavior. For example, we have continued to develop digital solutions and media to adapt
to market demands and advances in technology, such as social and mobile offerings, and to effectively compete or partner with other digital
information providers.

. Diverse and Attractive Markets. We have a geographically diversified revenue base covering markets in 32 states for

Superpages directories and in all 50 states for Superpages.com and our other digital solutions. We believe our markets are attractive for local and
national advertisers due to the concentration of consumers whose spending is higher than the national average. We believe we have some degree
of protection from regional market fluctuations because we have a presence in diverse markets across the country. In 2012, our top ten
directories, as measured by revenue, accounted for approximately 8% of our revenue and no single directory accounted for more than 2% of our
revenue.

. Broad Client Base. Our revenue comes from approximately 333,000 local clients as of December 31, 2012. We do not depend, to any
significant extent, on the sale of our solutions to a particular industry or to a particular client. Annually, our local clients renewal rates (which
exclude the loss of clients that did not renew because they are no longer in business) have been at approximately 80%. In 2012, no single local
client accounted for more than 0.2% of our revenue, with our top ten local clients collectively, representing less than 1% of our revenue.

History

We began publishing directories as part of the Bell System under AT&T. In 1936, GTE was founded and shortly thereafter began publishing
directories. In 1984, the local exchange businesses (including the directory operations) of AT&T were reorganized into seven regional bell
operating companies , which were spun-off as independent companies. Two of those companies, NYNEX and Bell Atlantic, combined their
businesses when Bell Atlantic acquired NYNEX in 1997. The combined directory operations of NYNEX, Bell Atlantic and GTE began doing
business as Verizon Directories Corp. after GTE became a wholly owned subsidiary of Bell Atlantic in 2000 and Bell Atlantic was renamed
Verizon Communications Inc. ( Verizon ).

14
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In 2006, Verizon decided to spin off its domestic directory business. In anticipation of the spin-off, Verizon transferred its domestic print and
digital yellow pages directory publishing operations to us. The spin-off was completed in November 2006 through a tax-free distribution by
Verizon of all of its shares of our common stock to Verizon s stockholders.

On March 31, 2009, we filed voluntary Chapter 11 bankruptcy petitions seeking reorganization relief under the Bankruptcy Code to restructure
our debt. On December 31, 2009, we consummated the reorganization and emerged from bankruptcy with a restructured balance sheet. On
January 4, 2010, we changed our name to SuperMedia Inc. Our name symbolizes our focus on providing outstanding print and digital local
solutions to our clients nationwide. On December 29, 2011, the Bankruptcy Court entered final decrees closing the Company s bankruptcy cases.

15
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Markets

In 2012, we published more than 1,000 directories in 32 states and distributed approximately 74 million directories to businesses and residences
in the United States. In 2012, our top ten directories, as measured by revenue, accounted for approximately 8% of our revenue and no single
directory accounted for more than 2% of our revenue. Our directories are generally well established in their communities and cover contiguous
geographic areas to create a strong local market presence and allow for selling efficiencies.

In connection with the spin-off from Verizon, we entered into a number of agreements with Verizon to preserve the benefits of being the official
publisher of Verizon print directories. These agreements include a publishing agreement, a branding agreement, and a non-competition
agreement, each of which has an initial term of 30 years, expiring in 2036. The publishing agreement will automatically renew for additional
five-year terms unless we or Verizon provide notice of early termination. Under the publishing agreement, Verizon named us the official
publisher of Verizon print directories of wireline listings for markets in which Verizon was the incumbent local exchange carrier. In the
branding agreement, Verizon granted us a limited right to use some Verizon trademarks and service marks in connection with publishing certain
print directories and to identify ourselves as its official print directory publisher. Under the non-competition agreement, Verizon generally
agreed not to publish tangible or digital (excluding Internet) media directories consisting principally of wireline listings and classified
advertisements of subscribers in the applicable markets.

We also have a number of agreements with FairPoint in connection with the transfer by Verizon to FairPoint of local telephone exchange assets
in Maine, New Hampshire and Vermont. These agreements include a publishing agreement, a branding agreement, and a non-competition
agreement, each of which has a term expiring in 2036.

In addition, we have a number of agreements with Frontier in connection with the transfer by Verizon to Frontier of local telephone exchange
assets in 14 states, including Arizona, Idaho, Illinois, Indiana, Michigan, Nevada, North Carolina, Ohio, Oregon, South Carolina, Washington,
West Virginia, Wisconsin, and a small number of local telephone exchanges in California, including those bordering Arizona, Nevada and
Oregon. These agreements include a publishing agreement, a branding agreement, and a non-competition agreement, each of which has a term
expiring in 2036.

We believe we have a competitive advantage by serving as the official publisher of print directories for these incumbent local exchange carriers
in those markets. Incumbent publishers can generally deliver a better value proposition to advertisers because those publishers tend to have a
higher frequency of consumer use in the market, largely due to their long-term presence in a particular market and user perceptions of accuracy,
completeness and trustworthiness of their directories.

Advertising Media

Overview

16
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Our promotional solutions include Superpages directories, Superpages.com, our digital local search resource on both desktop and mobile
devices, the Superpages.com network, a digital syndication network that places local business information across more than 250 websites, as
well as social media, digital content creation and management, reputation management and search engine optimization.

Print Directories

In 2012, we published more than 1,000 distinct directory titles, consisting of directories that contain only yellow pages, directories that contain
only white pages, directories that contain both white and yellow pages, smaller-sized companion directories, directories that include
advertisements in both English and Spanish and directories in Spanish only. We offer complementary enhancements that improve our clients
reach and return on investment.

Our directories are designed to meet the advertising needs of local and national businesses and the information needs of consumers. We believe
the breadth of our directory options enables us to create customized advertising programs that are responsive to specific client needs and their
promotional marketing budgets. We believe our yellow and white page print directories are also efficient sources of information for consumers,
featuring a comprehensive list of businesses in local markets.

Yellow Pages Directories. Our yellow pages directories provide a range of paid advertising options, as described below:

. Listing Options. An advertiser may increase visibility by:
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. paying for listings in additional headings;

. paying to have listings highlighted or printed in bold or super bold text; and

. purchasing extra lines of text to include information, such as hours of operation, a website address or a more detailed business
description.

. In-Column Advertising Options. For greater prominence on a page, an advertiser may expand their basic alphabetical listing by

purchasing advertising space in the column in which their listing appears. In-column advertisement options include bolding, special fonts, color
and special features, such as logos. The cost of in-column advertising depends on the size and type of the advertisement purchased, and on the
reach and scope of the directory.

o Display Advertising Options. A display advertisement allows businesses to include a wide range of information, illustrations,
photographs and logos. Display advertisements are usually placed at the front of a heading, ordered first by size and then by advertiser seniority.
This ordering process provides a strong incentive for advertisers to increase the size of their advertisements and to renew their advertising
purchases each year to ensure that their advertisements receive priority placement. Display advertisements range in size from a quarter column
to as large as a two page spread. The cost of display advertisements depends on the size, type and value of the advertisement purchased, and on
the reach and scope of the directory.

o Specialty Advertising. In addition to the advertisement options described above, we offer additional options that allow businesses to
increase visibility or better target specific types of consumers. Our specialty advertising includes:

. ads in the white pages section of the directories; and

. gatefold sections, cover tip-ons , cover advertising and specialty tabs that provide businesses with extra space to include more
information in their advertisements.

White Pages Directories. Most state public utility commissions require incumbent local exchange carriers to publish and distribute white

pages directories of certain residences and businesses that order or receive local telephone service from the carriers. These regulations also
require an incumbent carrier, in specified cases, to include information relating to the provision of telephone service provided by the incumbent
carrier and other carriers in the service area, as well as information relating to local and state governmental agencies. Most recently, many state
public utility commissions have agreed to stop requiring incumbent local exchange carriers to distribute residential white pages directories
opting for instead that they be made available upon request.
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Under our publishing agreements with the local exchange carriers, we provide a white pages listing free of charge to every residence and
business with local wireline telephone service in the area, as well as a courtesy listing in the yellow pages for business clients to the extent the
incumbent local exchange carrier is required to produce such directories. The listing includes the name, address and phone number of the
residence or business unless the wireline client requests not to be listed or published. We are responsible for the costs of publishing, printing and
distributing these directories, which are included in our operating expenses.

In consideration of the environmental impact telephone directories have on the waste stream, we have enhanced our self-regulating,
do-not-distribute ( DND ) efforts. We also implemented an internal DND list in 2008. On-going efforts will continue to increase awareness of
print options, ensure ease of use of such features, including opting out of printed directory distribution, and to promote printed directory
substitutes, for example CD-ROM directories and on-line and mobile directory listing access.

Digital Solutions

We operate Superpages.com, our digital local search resource on both desktop and mobile devices, and the Superpages.com network, a digital
syndication network that places local business information across more than 250 websites, mobile sites and mobile applications. Through the
Superpages.com network, we distribute our clients business information to increase Internet traffic and extend our clients digital reach. We
continue to seek out mutually beneficial arrangements that give our clients more exposure and our network more traffic. In 2012, consumers
conducted more than 152 billion searches using the Superpages.com network. In addition to operating Superpages.com and the Superpages.com
network, we recognize the value of additional partnerships in the digital marketplace and will continue to evaluate relationships that would allow
us to enhance our offerings to our clients, such as our Premier Reseller relationship with Google.
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We provide businesses with a basic listing on Superpages.com at no charge. We also offer digital advertising solutions for businesses comprised
of the following:

. Listings. Listings focus on collecting content and distribution of that content to the Superpages.com platforms, the Superpages.com
search network, and other major local search sites to enhance the appearance and completeness of our clients presence online. These solutions
may also include listing enhancements such as larger sizes, logos and icons. To improve visibility and presence of our clients, we offer solutions
to expand the reach of listing level information by providing local listing claiming services, whereby we take over the listing on the client s
behalf and populate it with content. Our clients also may benefit from the reputation monitoring associated with the creation and claiming of
these listings online.

. Content. We believe that content is critical to our clients, and we offer solutions that build content online for our clients. This includes
both web sites and mobile web sites. Complementary to our website solutions, we offer video solutions consisting of custom video creation and
distribution for our clients. To improve visibility of web sites, we also provide search engine optimization services.

. Social Media. Social media usage is growing and we believe this is an important medium for our clients to employ to engage with
existing and prospective customers. We offer social media solutions to assist our clients in the creation and management of their social
reputation and presence. The primary supported social media are Facebook business pages and Google+ Local pages.

. Performance. We also offer flexible performance-based solutions for our clients, consisting of pay per click and pay for calls solutions.
These solutions allow clients to designate a performance-based budget and bid based on the expected value of that advertising to their business,
and receive the benefit of optimization services to their campaign with the goal of driving more effective results for the client.

Sales and Marketing

Our direct sales and marketing approach for our media solutions requires maintaining existing clients and developing new client relationships.
Existing clients comprise our core advertiser base and a large number of these clients have advertised with us for many years. Annually, we have
retained approximately 80% of our local clients. We base our local print clients renewal rate on the number of unique local print clients that have
renewed advertising. We do not include clients that did not renew because they are no longer in business. Unique local print clients are counted
once regardless of the number of advertisements they purchase or the number of directories in which they advertise. Our renewal rate would not
be affected if any of these clients were to renew some, but not all, of their advertising. Our renewal rate reflects the importance of our directories
to our local clients, for whom directory advertising is, in many cases, their primary form of advertising. Larger national companies also use
advertising in our directories as an integral part of their national and regional advertising strategies.

Local Sales Force
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We believe the experience of our sales force has enabled us to develop long-term relationships with our clients, which, in turn, promote a high
rate of client renewal. Each advertising sale, whether made in person, by telephone or through direct mail, is a transaction designed to meet the
individual needs of a specific business. As our offerings have become more complex and as competition has presented advertisers with more
choices, the sales process has also become more complex.

As of December 31, 2012, we employed approximately 1,300 media consultants in our local sales force throughout the United States. We
believe the local presence and local market knowledge of our sales force is a competitive advantage that enables us to develop and maintain
long-standing relationships with our clients.

Our local sales force is divided into two principal groups:

. Premise Media Consultants. Our premise media consultants generally focus on clients with whom they typically interact on a
face-to-face basis at the client s place of business. Within this group, we have specialized media consultants for major accounts.

. Telephone Media Consultants. Our telephone media consultants generally focus on smaller clients with whom they interact over the
telephone.
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We assign our local clients between these two groups based on an assessment of expected advertising expenditures and propensity to purchase
the various media solutions that we offer. Each media consultant has a specified client assignment consisting of both new business leads and
renewing advertisers. We believe this practice deploys and focuses our sales force in an effective manner.

We believe formal training is important to maintain a highly productive sales force. New media consultants receive approximately eight weeks
of training in their first year, including classroom training on sales techniques, our local media solutions, client care and ethics. Following
classroom training, they are accompanied on sales calls by experienced sales personnel for further training. They then receive field coaching and
mentoring.

Our media consultants are compensated in the form of base salary and incentive compensation. Our performance-based incentive compensation
programs reward media consultants who retain a high percentage of their existing accounts, increase current client advertising spending and add
new clients.

National Sales Force

In addition to our local sales force, we have a separate external sales channel that serves our national clients. These clients are typically national
or large regional chains, including rental car companies, insurance companies and pizza delivery companies. These clients typically purchase
advertisements for placement in multiple geographical regions. In order to sell to national companies, we use third-party certified marketing
representatives ( CMRs ) who design and create advertisements for national companies and place those advertisements within our local media.
Some CMRs are departments or subsidiaries of general advertising agencies, while others are specialized agencies that focus solely on directory
advertising. The national advertiser pays the CMR, which pays us after deducting their commission. We accept orders from approximately 130
CMRs.

Clients

We generate revenue from the sale of advertising to our large base of clients. As of December 31, 2012, we had approximately 333,000 local
clients.

We do not depend to any significant extent on the sale of advertising to a particular industry or to a particular client. In 2012, no single local
client accounted for more than 0.2% of our revenue, with our top ten local clients representing less than 1% of our revenue. We believe the
breadth of our client base reduces our exposure to adverse economic conditions that may affect particular geographic regions or specific
industries and provides additional stability to our operating results.

Like most directory publishers, we give priority placement within a directory classification to long-time clients. As a result, businesses have a
strong incentive to renew their directory advertising purchases each year, to avoid losing their placement within the directory.
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Publishing, Production and Distribution

We generally publish our directories on a 12-month cycle. The publishing cycles for our directories are staggered throughout the year, allowing
us to more efficiently use our infrastructure and sales capabilities, as well as the resources of our third-party vendors. The major steps of the
publication and distribution process of our directories are:

. Creation of Advertisements. Upon entering into an agreement with a client, we create an advertisement in collaboration with the client.

. Pre-Press Activities. Sales typically are completed 60 to 90 days prior to publication, after which time we do not accept additional
advertisements. Once a directory has closed, we and our outsource partners begin pre-press activities. Pre-press activities include finalizing
artwork, proofing and paginating the directories. When the composition of the directory is finalized, we transmit the directory electronic files to
a third-party printer.

. Printing. We outsource the printing of our directories using paper we purchase from several different suppliers. Paper agreements are
negotiated each year based on prevailing market rates, market demand, production capacity and the total available tonnage for each paper
supplier.

. Transportation. We transport directories from printing locations to our distributors by truck and rail on a publication-by-publication
basis using numerous different carriers.
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. Distribution. We deliver our directories to residences and businesses in the geographical areas for which we produce directories. We
use several vendors to distribute our directories. Depending on the circulation and size of the directory, distribution typically ranges from three
to eight weeks. We utilize GPS technology to help ensure and track the accuracy of the delivery of our directories.

Digital Fulfillment

The major steps of the digital fulfillment process are:

. Client Content Collection. Once one of our clients has contracted for a digital solution, we focus on getting all possible relevant
information from the client in order to fulfill the advertising solution.

. Fulfillment. The content collected is then used to generate the advertising solution that could include websites, mobile websites,
search engine marketing campaigns, social media, or completing the profile for the client for their listing claiming and placement.

. Distribution. The advertising solution is then launched to the channels relevant to the package purchased by the client.

®  Reporting. After the advertising solution is fulfilled and distributed, we provide both real time online reporting and distribute monthly
performance summary reports to certain clients, helping them understand their activity and results to show the value of the advertising solutions.

Billing and Credit

We generally bill most of our clients over the life of their advertising. Fees for national advertisers are typically billed upon issuance of each
directory in which advertising is placed by CMRs after deducting their commissions. Because we do not usually enter into contracts directly
with our national advertisers, we are subject to the credit risk of CMRs on sales to those advertisers to the extent we do not receive fees in
advance.

We manage the collection of our accounts receivable by conducting initial credit checks of certain new clients and, in some instances, requiring
personal guarantees from business owners. When applicable, based on our credit policy, we use both internal and external data to decide
whether to extend credit to a prospective client. In some cases, we may also require the client to prepay part or the entire amount of their order.
Beyond efforts to assess credit risk, we employ automated collection strategies using integrated internal and external systems to engage with
clients concerning their payment obligations.
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Competition

The advertising industry is highly competitive. We compete with many different local media sources, including newspapers, radio, television,
the Internet, billboards, direct mail, telemarketing and other yellow pages directory publishers. There are a number of independent directory
publishers, such as Yellowbook (the United States business of Hibu, formerly Yell Group), with which we compete in the majority of our major
markets. To a lesser extent, we compete with other directory publishers, including YP (formerly AT&T Advertising Solutions), and Local
Insight Media. We compete with these publishers on cost per reference, quality, features, usage and distribution.

As the official publisher of print directories in the markets in which we use the brand of the incumbent local exchange carrier, we believe we
have an advantage over our independent competitors due to the strong awareness of the local exchange carrier brands, higher usage of our
directories by consumers and our long-term relationships with our clients. Under the non-competition agreements, the local exchange carriers
generally agreed that they will not publish tangible or digital (excluding Internet) media directory products consisting principally of listings and
classified advertisements of subscribers in the markets in which they are the incumbent local exchange carrier through 2036, as long as we meet
our obligations under the publishing agreement in those markets.

We have competed with other directory publishers for decades and in some markets have had many different print yellow pages competitors in a
market at one time. We face competition from directory publishers in almost all of our markets. Historically, much of this competition was from
small publishers that had minimal impact on our performance. However, over the past decade, Yellowbook and several other regional
competitors have become far more aggressive and have expanded their businesses.
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We also compete for advertising sales with other media. The Internet has become increasingly accessible as an advertising medium for
businesses of all sizes. We compete with search engines and portals, such as Google, Yahoo!, and Bing, among others, some of which have
entered into commercial agreements with us and other major directory publishers. Some of our Internet competitors including, but not limited
to, Google, Yahoo!, Bing, Facebook and Twitter, also may have significantly greater technological and financial resources than we do, and their
accumulated customer information allows them to offer targeted advertising on a scale greater than ours. Further, lower barriers to market entry
have given way to greater competition from new market entrants. Through Superpages.com, and the Superpages.com network, we compete with
the Internet directories of other publishers, such as Yellowpages.com, as well as other Internet sites that provide local consumer information,
such as Yelp, Angie s List, and Foursquare.

Patents, Trademarks and Licenses

We own or have rights to various copyrights, patents, patent applications, trademarks, service marks and Internet domain names in the United
States and other countries, including, but not limited to, SuperMedia®, Superpages®, SuperWhitePages®, Verizon® Yellow Pages, Verizon®
White Pages, FairPoint® Yellow Pages, frontier® Yellow Pages, Superpages.com®, LocalSearch.comSM, Everycarlisted.comSM,
SuperpagesMobile®, SuperGuaranteeSM, the SuperGuarantee shield, SuperGuarantee Autos®, and SuperpagesDirect®.

Employees

As of December 31, 2012, we had approximately 3,200 employees, of which approximately 950 or 30%, were represented by unions. During
2012, we negotiated new labor agreements to replace expired (and expiring) labor agreements covering union-represented employees in New
York, Pennsylvania, New Jersey, Maryland and Virginia. The six New York collective bargaining agreements were combined into one; the four
Pennsylvania agreements were combined into one; the three New Jersey agreements were combined into one; and the four Maryland and
Virginia agreements were combined into one. All four new labor agreements were ratified by the membership and implemented according to the
terms. During 2012, all other collective bargaining agreements (three in New England) were in full force and effect

The Company recorded severance expense for the years ended December 31, 2012, 2011 and 2010, of $2 million, $13 million and $11 million,
respectively. The 2010 amount includes severance costs associated with the Company s restructuring activities. For the years ended

December 31, 2012, 2011 and 2010, severance payments to severed employees, including those terminated associated with restructuring
activities, were $3 million, $19 million and $8 million, respectively. For additional information, see Management s Discussion and Analysis of
Financial Condition and Results of Operations and Note 4 to our consolidated financial statements included in this report.

Website Information

Our corporate website is located at www.supermedia.com. We make our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q,

Current Reports on Form 8-K and amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange

Act of 1934 ( Exchange Act ) available free of charge through our website as soon as reasonably practicable after we electronically file the reports
with, or furnish them to, the Securities and Exchange Commission ( SEC ). Our website also provides access to reports filed by our directors,
executive officers and certain significant stockholders pursuant to Section 16 of the Exchange Act. In addition, our Corporate Governance
Guidelines, Code of Conduct, applicable to all of our directors, officers and employees, including the chief executive officer, chief financial
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officer and chief accounting officer, and charters for the standing committees of our Board of Directors are available on our website. All of
these documents may also be obtained free of charge upon written request to: SuperMedia Inc., P.O. Box 619810, 2200 West Airfield Drive,
D/FW Airport, Texas 75261, Attention: Investor Relations. The information on our website, or available by hyperlink from the website, is not
incorporated by reference into this report. In addition, the SEC maintains a website, www.sec.gov, which contains reports, proxy and information
statements and other information that we file electronically with the SEC.

Item 1A. Risk Factors.

You should carefully consider the risks described below. The occurrence of one or more of these events could significantly and adversely affect
our business, prospects, financial condition, results of operations and cash flow. The risks described in this Annual Report on Form 10-K for the
year ended December 31, 2012, are not necessarily the only risks facing our Company. Additional risks and uncertainties not currently known to
us or those that we currently deem to be immaterial may materially adversely affect our business, prospects, financial condition, results of
operations and cash flow.

10
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Risks Related to Our Business and our Financial Condition

We have significant financial debt leverage, which can restrict our flexibility and make us vulnerable to future developments.

As of December 31, 2012, we had total indebtedness under our Loan Agreement of $1,442 million. This significant financial debt leverage can
have negative effects, including:

. we may be vulnerable to a downturn in the markets in which we operate or a downturn in the economy in general;

. we may be required to dedicate a substantial portion of our cash flow from operations to fund working capital, capital expenditures,
and other general corporate requirements;

. we may be vulnerable to or limited in our flexibility to plan for, or react to, changes in our business or the industry in which we
operate or the entry of new competitors into our markets;

. we may be placed at a competitive disadvantage compared to our competitors that have less debt, including with respect to
implementing effective pricing and promotional programs; and

. we may be limited in borrowing additional funds.

In addition, our debt bears interest at variable rates. If market interest rates increase above certain specified floors, the interest rate on our
variable-rate debt would increase and would create higher debt service requirements, which would adversely affect our business, financial
condition, results of operations and cash flow. While we may enter into agreements limiting our exposure to higher debt service requirements,
any such agreements may not offer complete protection from this risk.

There is substantial uncertainty about our ability to continue as a going concern .

Our consolidated audited financial statements for the fiscal year ending December 31, 2012 includes an explanatory paragraph regarding our
ability to continue as a going concern because there is uncertainty about SuperMedia s ability to continue as a going-concern without completing
the Mergers and the pre-packaged plans. These events are subject to substantial uncertainty as described in this report.

Our substantial indebtedness could adversely affect our business, prospects, financial condition, results of operations and cash flow.

Our substantial indebtedness could adversely affect our business, prospects, financial condition, results of operations and cash flow. The
covenants in the Loan Agreement may restrict our flexibility. Such covenants may place restrictions on our ability to incur additional
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indebtedness; pay dividends and make other payments or investments; sell assets; make capital expenditures; engage in certain mergers and
acquisitions; and refinance existing indebtedness. Additionally, there may be factors beyond our control that could affect our ability to meet
debt service requirements. Our ability to meet debt service requirements will depend on our future performance and our ability to sustain sales
in the markets in which we operate, the economy generally, and other factors that are beyond our control. Our businesses may not generate
sufficient cash flow from operations or future borrowings may not be available in amounts sufficient to enable us to pay our indebtedness or to
fund our other liquidity needs. Moreover, we may need to refinance all or a portion of our indebtedness on or before maturity. We may not be
able to refinance any of our indebtedness on commercially reasonable terms or at all. If we are unable to make mandatory debt payments or
comply with the other provisions of our Loan Agreement, our lenders will be permitted under certain circumstances to accelerate the maturity of
the indebtedness owing to them and exercise other remedies provided for in our Loan Agreement and under applicable law.

There can be no assurances that cash flow from operations will continue to be sufficient to meet our long-term working capital needs.

We expect to meet our working capital needs through existing cash balances and cash flow from future operations. However, in the future, we
may require additional funds to satisfy our operating expenses and other working capital needs. There can be no assurances that we will have

timely access to additional financing sources, or that such access will be on acceptable terms. Furthermore, failure to secure necessary capital

could restrict our ability to operate and further develop our business.

Our ability to issue debt securities, borrow funds from additional lenders and participate in vendor financing programs are restricted under the
terms of the Loan Agreement. Except for equity offerings used to finance certain investments, half of any net cash proceeds of equity offerings
must be used to prepay our obligations under the Loan Agreement. If we incur additional indebtedness to fund our operations or for any other
reason, our business, prospects, financial condition, results of operations and cash flows could be materially and adversely affected.

11
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The terms of our indebtedness impose restrictions on us that may affect our ability to successfully operate our business.

Our Loan Agreement contains covenants that, among other things, place restrictions on our operations and use of cash, including, without
limitation, restrictions on our ability to make capital expenditures, acquire or sell businesses and assets, incur additional indebtedness, issue
capital stock, create liens, redeem or repurchase debt, enter new lines of business and pay dividends. Events beyond our control could affect our
ability to comply with these restrictions and covenants. In addition, our Loan Agreement requires us to meet a number of financial ratios and
tests. Noncompliance with these covenants could materially and adversely affect our ability to finance our operations or capital needs and to
engage in other business activities that may be in our best interest and may also restrict our ability to expand or pursue certain business
strategies. We may not be able to comply with all of our covenants and obligations in our Loan Agreement. Failure to comply with any of these
restrictions, including financial covenants, would result in a default under our Loan Agreement.

We could recognize impairment charges for our intangible assets or goodwill.

At December 31, 2012, the net carrying value of our goodwill was $704 million and intangible assets was $221 million.

Significant negative industry or economic trends, disruptions to our business resulting in further declines in advertising sales and operating
results, further declines in the value of the Company s debt and equity securities, unexpected or planned changes in the use of assets, divestitures
and market capitalization declines may result in further impairments to goodwill and intangible assets, and we may be required to assess the
recoverability of goodwill in addition to our annual evaluation and the useful lives of our intangible assets and other long-lived assets.

These factors, including changes to assumptions used in our impairment analysis as a result of these factors, could result in future impairment
charges, a reduction of remaining useful lives associated with our intangible assets and other long-lived assets and acceleration of amortization
expense. Future impairment charges could significantly affect our results of operations in the periods recognized.

Our advertising sales have declined and may continue to decline, which negatively affects our revenues and profitability.

Our advertising sales have continued to decline due to competition from other advertising media. For the years ended December 31, 2012 and
2011, our advertising sales declined 18.9% and 16.5% compared to the same periods in 2011 and 2010, respectively.

We face widespread competition from other print directory publishers and other traditional and new media. This competition may reduce our
market share or materially adversely affect our financial performance.

The directory advertising industry in the United States is highly competitive. Some of the incumbent publishers with which we compete are or
may become larger than we are and have or may obtain greater financial resources than we have. Although we may have limited market overlap
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with incumbent publishers, relative to the size of our overall footprint, we may not be able to compete effectively with these publishers for
advertising sales in these limited markets. In addition, independent publishers may commit more resources to certain markets than we are able to
commit, thus limiting our ability to compete effectively in these areas.

We also compete for advertising sales with other traditional media, including newspapers, magazines, radio, direct mail, telemarketing,
billboards and television. Many of these competitors are larger than we are and have greater financial resources than we have. The market share
of these competitors may increase and our market share may decrease.

We also compete for advertising sales with other new media. The Internet has become increasingly accessible as a local media for businesses of
all sizes. We face competition from search engines and portals, such as Google, Yahoo! and Bing, among others, some of which have entered
into commercial agreements with us and other major directory publishers. Internet search engines and service providers including but not
limited to Google, Yahoo!, Bing, Facebook and Twitter also have significantly greater technological and financial resources than we do, and
their accumulated customer information allows them to offer targeted advertising on a scale greater than ours. Further, the use of the Internet,
including as a means to transact commerce through wireless devices, has resulted in new technologies and services that compete with traditional
local media. Through Superpages.com and the Superpages.com network, we compete with the Internet yellow pages directories of other
publishers, such as Yellowpages.com, as well as other Internet sites that provide classified directory information, such as Citysearch.com. We
may not be able to compete effectively for advertising with these other companies, some of which have greater resources than we do. Our digital
strategy may be adversely affected if major search engines build local sales forces or otherwise begin to more effectively market to small- and
medium-sized local businesses.

12
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Declining use of print yellow pages directories is adversely affecting our business.

Overall references to print yellow pages directories in the United States have declined from 14.5 billion in 2005 to 7.4 billion in 2011 according
to a Local Search Association (formerly known as the Yellow Pages Association) Industry Usage Study. We believe this decline is primarily
attributable to increased use of Internet search providers, as well as the proliferation of very large retail stores for which consumers and
businesses may not reference the yellow pages. We believe the decline negatively affects the advertising sales associated with our traditional
print business. Use of our print directories may continue to decline. A significant decline in usage of our print directories could impair our ability
to maintain or increase advertising prices; and cause businesses to reduce or discontinue purchasing advertising in our yellow pages directories.
Either or both of these factors would adversely affect our revenue and have a material adverse effect on our business, prospects, financial
condition, results of operations and cash flow.

Increased competition in local telephone markets could reduce the benefits of using the incumbent local exchange carriers brand name.

Advances in communications technology (including wireless devices and voice over Internet protocol) and demographic factors (including shifts
from wireline telephone communications to wireless or other communications technologies) will erode the market position of telephone service
providers. The use of traditional wireline carriers is declining. We believe the loss of market share by incumbent local exchange carriers in any
particular local service area decreases the value of their brand name in those particular local telephone markets. As a result, we may not fully
realize the benefits of our commercial arrangements with the incumbent local exchange carriers.

Further transfers of local exchange assets by Verizon could reduce the benefit of using the Verizon brand name.

In 2008, Verizon transferred rural exchange assets in three states to FairPoint, and in 2010, Verizon transferred additional exchange assets in 14
states to Frontier. In connection with these transactions, the Company entered into publishing, branding and non-competition agreements with
FairPoint and Frontier, with terms substantially the same as those contained in the corresponding Verizon agreements. As a result of these
transactions, the Company no longer has a license to use the Verizon brand in the sold areas. Instead, under the new branding agreements,
FairPoint and Frontier have each granted us a limited right to use their respective trademarks and service marks in connection with publishing
print directories in the affected service areas and to serve as the official publisher of FairPoint or Frontier print directories in the respective
service areas. We believe that neither of these brands is as strong as Verizon. Additional transfers by Verizon to third parties would further
decrease the scope of the Verizon brand name and thereby potentially diminish our market share in those markets.

Our business and financial condition would be adversely affected by a prolonged economic downturn and other external events.

Substantially all of our revenue is derived from the sale of advertising. Expenditures by advertising clients are sensitive to economic conditions
and tend to decline in a recession or other periods of economic uncertainty. Any additional decline of this type could materially affect our
business, prospects, financial condition, results of operations and cash flow.
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Our business was subject to the impact of recent adverse economic conditions, including decreased levels of business activity across many
market segments, decreased advertising demand and limited credit availability. Our total operating revenue over the past few years has been
negatively affected by the economic downturn. Future economic conditions or other events that could impact purchasing patterns could have a
material adverse effect on our business.

If we fail to anticipate or respond effectively to changes in technology and consumer preferences, our competitive position could be harmed.

Advances in technology will continue to bring new competitors and distribution channels to the advertising industry. As a result, our growth and
future financial performance will depend on our ability to develop and market digital media solutions and create new distribution channels,
while enhancing existing offerings, services and distribution channels to incorporate the latest technological advances and accommodate
changing user preferences, including the use of the Internet and mobile phones. We may not be able to timely or successfully adapt our business
to these changes in technology. Internet search engines and service providers such as Google, Yahoo!, Bing, Facebook and Twitter, among
others, also have significantly greater technological and financial resources than we do, and their accumulated customer information allows them
to offer targeted advertising on a scale greater than ours.
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Our reliance on small- and medium-sized businesses exposes us to increased credit risks.

As of December 31, 2012, approximately 85% of our advertising revenue is derived from selling advertising to local businesses, which are
generally small- and medium-sized businesses. In the ordinary course of our directory operations, we bill most of these clients over the life of
the directory. Full collection of delinquent accounts can take many months or may never occur. Small- and medium-sized businesses tend to
have fewer financial resources and higher rates of failure than larger businesses, in particular during periods of economic downturn. These
factors increase our exposure to delinquent or uncollectible accounts.

Our dependence on third party providers for printing, publishing and distribution services could materially affect us.

We depend on third parties to print, publish and distribute our directories. In connection with these services, we rely on the systems and services
of our third party service providers, their ability to perform key functions on our behalf in a timely manner and in accordance with agreed levels
of service, and their ability to attract and retain sufficient qualified personnel to perform services on our behalf. There are a limited number of
these providers with sufficient scale to meet our needs. A failure in the systems of one of our key third party service providers, or their inability
to perform in accordance with the terms of our contracts or to retain sufficient qualified personnel, could have a material adverse effect on our
business, prospects, financial condition, results of operations and cash flow.

If we were to lose the services of any of our key third party service providers, we would be required to hire and train sufficient personnel to
perform these services or to find an alternative service provider. In some cases it would be impracticable for us to perform these functions,
including the printing of our directories. In the event we were required to perform any of the services that we currently outsource, it is unlikely
that we would be able to perform them without incurring additional costs.

Increases in the price or decreases in the availability of paper could materially adversely affect our costs of operations.

Paper is the principal raw material we use to produce our print directories. The paper we use is provided by several different suppliers. The price
of paper under these agreements is set each year based on total tonnage by supplier, paper basis weights, production capacity and market price.

We do not engage in hedging activities to limit our exposure to increases in paper prices. If we cannot secure access to paper in the necessary
amounts or at reasonable prices, or if paper costs increase substantially, it could have a material adverse effect on our business, prospects,
financial condition, results of operations and cash flow.

Our sales of advertising to national accounts are dependent upon third parties that we do not control.
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Approximately 15% of our advertising revenue is derived from the sale of advertising to national or large regional companies, including rental
car companies, insurance companies and pizza delivery companies. These companies typically purchase advertising in numerous markets.
Substantially all of the revenue from these large advertisers is derived through certified marketing representatives ( CMRs ). CMRs are
independent third parties that act as agents for national companies and design their advertisements, arrange for the placement of those
advertisements in our markets and provide billing services. Our relationships with these national advertisers depend significantly on the
performance of the CMRs, which we do not control. If some or all of the CMRs with whom we have existing relationships were unable or
unwilling to transact business with us on acceptable terms or at all, this inability or unwillingness could materially adversely affect our business.
In addition, any decline in the performance of the CMRs could harm our ability to generate revenue from national accounts and could materially
adversely affect our business.

We have agreements with several major Internet search engines and portals. The termination of one or more of these agreements could
adversely affect our business.

We have expanded our Internet distribution by establishing relationships with several other Internet yellow pages directory providers, portals,
search engines and individual websites, which makes our content easier for search engines to access and provides a greater response to general
searches on the Internet. Under the terms of the agreements with these Internet providers, we place our clients advertisements on major search
engines, which give us access to a higher volume of traffic than we could generate on our own, without relinquishing the client relationship. The
search engines benefit from our local sales force and full-service capabilities for attracting and serving advertisers that might not otherwise
transact business with search engines. The termination of one or more of our agreements with major search engines could adversely affect our
business.
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Increased regulation regarding information technology could lead to increased costs.

As the Internet develops, the provision of Internet services and the commercial use of the Internet and Internet-related applications may become
subject to greater regulation. Regulation of the Internet and Internet-related services is still developing, both by new laws and government
regulation, and also by industry self-regulation. If our regulatory environment becomes more restrictive, including by increased Internet
regulation, our profitability could decrease.

A breach of our information technology systems could harm our business and our customers.

A breach of cyber/data security measures that impairs our information technology infrastructure could disrupt normal business operations and
affect our ability to control our assets, access customer information and limit communication with third parties. Any loss of confidential or
proprietary data through a breach could materially and adversely affect our reputation, expose us to legal claims, impair our ability to execute on
business strategies and/or materially and adversely affect our business, prospects, financial condition, results of operations and cash flow.

A portion of our employees are union-represented. Our business could be adversely affected by future labor negotiations and our ability to
maintain good relations with our unionized employees.

As of December 31, 2012, approximately 950, or 30%, of our employees were represented by unions. In addition, the employees of some of our
key suppliers are represented by unions. Work stoppages or slow-downs involving our union-represented employees, or those of our suppliers,
could significantly disrupt our operations and increase operating costs, which would have a material adverse effect on our business.

The inability to negotiate acceptable terms with the unions could also result in increased operating costs from higher wages or benefits paid to
union employees or replacement workers. A greater percentage of our work force could also become represented by unions. If a union decides to
strike, and others choose to honor its picket line, it could have a material adverse effect on our business.

Loss of key personnel or our inability to attract and retain highly qualified individuals could materially adversely affect our business
operations.

We depend on the continued services of key personnel, including our experienced senior management team. Our ability to achieve our operating
goals and fully execute the transformation of our business depends to a significant extent on our ability to identify, hire, train and retain qualified
individuals. We review and adjust our compensation plans on an annual basis to ensure they are competitive with market trends; however, the
loss of key personnel could have a material adverse effect on our business.

Turnover among media consultants could materially adversely affect our business.
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The loss of a significant number of experienced media consultants would likely result in fewer sales and could materially adversely affect our
business. The turnover rate of our media consultants is generally higher than that of our other employees. A majority of the attrition of our media
consultants occurs with employees with less than two years experience. We expend substantial resources and management time on hiring and
training our media consultants. Our ability to attract and retain qualified sales personnel depends on numerous factors outside of our control,
including conditions in the local employment markets in which we operate. A substantial decrease in the number of media consultants could
have a material adverse effect on our business, prospects, financial condition, results of operation and cash flow.

The loss of important intellectual property rights could adversely affect our results of operations and future prospects.

Various trademarks and other intellectual property rights are key to our business. We rely upon a combination of trademark and copyright laws
as well as contractual arrangements to protect our intellectual property rights. We may be required to bring lawsuits against third parties to
protect our intellectual property rights. Similarly, we may be party to proceedings by third parties challenging our rights. Lawsuits brought by us
may not be successful, or we may be found to infringe the intellectual property rights of others. As the commercial use of the Internet further
expands, it may be more difficult to protect our trade names, including Superpages.com, from domain name infringement or to prevent others
from using Internet domain names that associate their businesses with ours. In the past, we have received claims of material infringement of
intellectual property rights. Related lawsuits, regardless of the outcome, could result in substantial costs and diversion of resources and could
have a material adverse effect on our business. Further, the loss of important trademarks or other intellectual property rights could have a
material adverse effect upon our business, prospects, financial condition, results of operations and cash flow.
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Our reliance on technology could have a material adverse effect on our business.

Most of our business activities rely to a significant degree on the efficient and uninterrupted operation of our computer and communications
systems and those of others. Any failure of existing or future systems could impair our ability to collect, process and store data and perform the
day-to-day management of our business. This could have a material adverse effect on our business, prospects, financial condition, results of
operations and cash flow.

Our computer and communications systems are vulnerable to damage or interruption from a variety of sources. A natural disaster or other
unanticipated problems that lead to the corruption or loss of data at our facilities could have a material adverse effect on our business, prospects,
financial condition, results of operations and cash flow.

Laws and regulations directed at limiting or restricting the distribution of our print directories or shifting the costs and responsibilities of
waste management related to our print directories could adversely affect our business.

A number of states and municipalities are considering, and a limited number of municipalities have enacted, legislation or regulations that would
limit or restrict our ability to distribute our print directories in the markets we serve. The most restrictive laws or regulations would prohibit us
from distributing our print directories unless residents affirmatively optin to receive our print directories. Other, less restrictive, laws or
regulations would require us to allow residents to opt out of receiving our print directories. In addition, some states and municipalities are
considering legislation or regulations that would shift the costs and responsibilities of waste management for discarded directories from
municipalities to the producers of the directories. These laws and regulations will likely, if and where adopted, increase our costs, reduce the
number of directories that are distributed, and negatively impact our ability to market our advertising to new and existing clients. If these or
similar laws and regulations are widely adopted, it could have a material adverse effect on our business, prospects, financial condition, results of
operations and cash flow.

Legal actions could have a material adverse effect on our business.

Various lawsuits and other claims typical for a business of our size and nature are pending against us. In addition, from time to time, we receive
communications from government or regulatory agencies concerning investigations or allegations of noncompliance with laws or regulations in
jurisdictions in which we operate. Any potential judgments, fines or penalties relating to these matters, may have a material adverse effect on
our business, prospects, financial condition, results of operations and cash flow.

We are also exposed to other claims and litigation relating to our business, as well as methods of collection, processing and use of personal data.
The subjects of our data and users of data collected and processed by us could also have claims against us if our data were found to be
inaccurate, or if personal data stored by us were improperly accessed and disseminated by unauthorized persons. These claims could have a
material adverse effect on our business, prospects, financial condition, results of operations and cash flow.

Risks Related to Agreements with Local Exchange Carriers
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The loss of any of our key agreements with Verizon, FairPoint and Frontier could have a material adverse effect on our business.

We have entered into several agreements with Verizon, FairPoint and Frontier, including publishing agreements, branding agreements and
non-competition agreements. We believe that acting as the official publisher of directories provides us with a competitive advantage in those
markets. Under the branding agreements, we are granted a limited right to use certain trademarks in connection with publishing certain print
directories and identify ourselves as the official print directory publisher. Under the non-competition agreements, Verizon, FairPoint and
Frontier generally agreed not to publish tangible or digital (excluding Internet) media directories consisting principally of wireline listings and
classified advertisements of subscribers in the markets in which we are the directory publisher.

Each of these agreements has an initial term of 30 years from the date of the spin-off from Verizon, subject to certain early termination rights.
These agreements may be terminated by the local exchange carrier prior to the stated term under specified circumstances, some of which are
beyond our reasonable control or could require extraordinary efforts or the incurrence of material excess costs on our part in order to avoid
breach of the applicable agreement. Each of these agreements has a cross-default provision, so that a termination under any of the agreements
may result in a partial or complete termination of rights under any of the other agreements with such party. It is possible that these agreements
will not remain in place for their full stated terms or that we may be unable to avoid all potential breaches or defaults of these agreements.
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Limitations on our use of brand names could adversely affect our business and profitability.

We have entered into brand agreements with Verizon, FairPoint and Frontier. These agreements grant us a limited right to use certain brand
names and trademarks in connection with publishing certain print directories and identify ourselves as the official print directory publisher in
their markets. Our right to use brand names is subject to our compliance with the terms and conditions of the branding and publishing
agreements.

Regulatory obligations requiring incumbent local exchange carriers to publish white pages directories in its incumbent markets may change
over time, which may increase our future operating costs.

Regulations established by state public utility commissions typically require incumbent local exchange carriers to publish and distribute white
pages directories of certain residences and businesses that order or receive local telephone service from the carriers. These regulations also
require an incumbent carrier, in specified cases, to include information relating to the provision of telephone service provided by the incumbent
carrier and other carriers in the service area, as well as information relating to local and state governmental agencies. The costs of publishing,
printing and distributing the directories are included in our operating expenses.

Under the terms of our publishing agreements with Verizon, FairPoint and Frontier, we are required to perform their regulatory obligation to
publish white pages directories in the markets in which we are the directory publisher. If any additional legal requirements are imposed with
respect to this obligation, we would be obligated to comply with these requirements on behalf of Verizon, FairPoint and Frontier, even if this
were to increase our operating costs. Our results of operations relative to competing directory publishers that do not have those obligations could
be adversely affected if we were not able to increase our revenue to cover any of these unreimbursed compliance costs.

Our inability to enforce the non-competition agreements with Verizon, FairPoint and Frontier may impair the value of our business.

We entered into non-competition agreements with Verizon, FairPoint and Frontier pursuant to which they each agreed not to publish tangible or
digital (excluding Internet) media directories consisting principally of wireline listings and classified advertisements of subscribers in the
markets in which we are the publisher of their directories. However, under applicable law, a covenant not to compete is only enforceable to the
extent it is necessary to protect a legitimate business interest of the party seeking enforcement; if it does not unreasonably restrain the party
against whom enforcement is sought; and if it is not contrary to the public interest.

Enforceability of a non-competition covenant is determined by the courts based on all of the facts and circumstances of the specific case at the
time enforcement is sought. For this reason, it is not possible to predict whether, or to what extent, a court would enforce covenants not to
compete against us during the term of the non-competition agreements. If a court were to determine that the non-competition agreement is
unenforceable, the restricted parties could compete directly against us in the previously restricted markets. Our inability to enforce the
non-competition agreements could have a material adverse effect on our business.

Risks Related to Our Common Stock and Holders of Senior Secured Term Loans
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Our common stock could be subject to future dilution and, as a result, could decline in value.

The ownership percentage represented by common stock could be subject to dilution in the event that common stock is issued pursuant to the
Company s 2009 Long-Term Incentive Plan, including issuances upon the exercise of options, and any other shares of common stock that are
issued. In the future, similar to all companies, additional equity financings or other share issuances by us could adversely affect the market price
of our common stock. Sales by existing holders of a large number of shares of our common stock in the public market, or the perception that
additional sales could occur, could cause the market price of our common stock to decline.

We do not expect to pay dividends with respect to our common stock for the foreseeable future.

We do not anticipate paying cash dividends or other distributions with respect to our common stock in the foreseeable future. In addition,
restrictive covenants in the Loan Agreement prohibit us from paying material amounts as cash dividends to our stockholders.
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Anti-takeover provisions in our certificate of incorporation and bylaws and certain provisions of Delaware law could delay or prevent a
change of control that may be favored by some stockholders.

Provisions in our certificate of incorporation and bylaws may discourage, delay or prevent a merger or other change of control transaction that
stockholders may consider favorable. These provisions may also make it more difficult for our stockholders to change our Board of Directors
and senior management. Provisions of our certificate of incorporation and bylaws include:

. a limited right of stockholders to call special meetings of stockholders;
. rules regulating how stockholders may present proposals or nominate directors for election at annual meetings of stockholders; and
. authorization for our Board of Directors to issue preferred stock in one or more series, without stockholder approval.

We are subject to Section 203 of the Delaware General Corporation Law, which may have an anti-takeover effect with respect to transactions
not approved in advance by our Board of Directors. This provision of Delaware law may discourage takeover attempts that might result in a
premium over the market price for shares of our common stock.

In addition, several of our agreements with local exchange carriers require their consent to any assignment by us of our rights and obligations
under the agreements. The consent rights in these agreements might discourage, delay or prevent a transaction that a stockholder may consider
favorable.

Risks Related to the Pending Merger with Dex One

The prepackaged plans are subject to the approval of the Bankruptcy Court, and the failure of the Bankruptcy Court to approve the
prepackaged plans in a timely manner could adversely affect the interests of our stockholders and creditors.

The prepackaged plans must be approved by the Bankruptcy Court in order to become effective. There is no assurance that the Bankruptcy
Court will approve the prepackaged plans or that this approval will occur in a timely manner. Failure to obtain this approval in a timely manner
could adversely affect our ability to complete the transaction and our operating results, which could result in erosion of the value of our
enterprise and impairment of the rights of our stockholders and creditors.
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Moreover, if the prepackaged plans are not approved, our reorganization case could be converted into a case under Chapter 7 of the Bankruptcy
Code, pursuant to which a trustee would be appointed or elected to liquidate our assets for distribution in accordance with the priorities
established by the Bankruptcy Code. Liquidation under Chapter 7 of the Bankruptcy Code would result in, among other things, smaller
distributions being made to creditors than under the prepackaged plans.

The prepackaged plan may have a material adverse effect on our operations. We cannot predict the amount of time that we will spend in
bankruptcy for the purpose of implementing the prepackaged plan and a lengthy bankruptcy proceeding could disrupt our business, as well
as impair the prospect for reorganization on the terms contained in the prepackaged plan.

The Chapter 11 case could adversely affect our operations, including relationships with our customers, partners, employees and others. While
we expect that the Chapter 11 case filed solely for the purpose of implementing the prepackaged plan will be of short duration and will not be
unduly disruptive to our business, we cannot be certain that this necessarily will be the case. Although the prepackaged plan is designed to
minimize the length of the bankruptcy proceedings, it is impossible to predict with certainty the amount of time that we may spend in
bankruptcy, and we cannot be certain that our prepackaged plan will be confirmed. Even if confirmed on a timely basis, the bankruptcy
proceeding could itself have an adverse effect on our business. There is a risk, due to uncertainty about our future, that, among other things:

. customers could move to our competitors, including competitors that have comparatively greater financial resources and that are in
comparatively less financial distress;

. employees could be distracted from performance of their duties or more easily attracted to other career opportunities; and

. business partners could terminate their relationship with us or demand financial assurances or enhanced performance, any of which
could impair our prospects.

A lengthy bankruptcy proceeding also would involve additional expenses and divert the attention of management from the operation of our
businesses, as well as create concerns for employees, suppliers and customers.

18

43



Edgar Filing: SUPERMEDIA INC. - Form 10-K

Table of Contents

The disruption that the bankruptcy proceeding could have upon our businesses may increase with the length of time it takes to complete the
proceeding. If we are unable to obtain confirmation of our prepackaged plan on a timely basis, because of a challenge to the prepackaged plan or
otherwise, we may be forced to operate in bankruptcy for an extended period of time while we try to develop a different reorganization plan that
can be confirmed. A protracted bankruptcy case could increase both the probability and the magnitude of the adverse effects described above.

The Bankruptcy Court may find the solicitation of acceptances inadequate.

Usually, votes to accept or reject a plan of reorganization are solicited after the filing of a petition commencing a Chapter 11 case. Nevertheless,

a debtor may solicit votes prior to the commencement of a Chapter 11 case in accordance with Sections 1125(g) and 1126(b) of the Bankruptcy
Code and Bankruptcy Rule 3018(b). The Federal Rules of Bankruptcy Procedure are referred to as the Bankruptcy Rules. Sections 1125(g) and
1126(b) of the Bankruptcy Code and Bankruptcy Rule 3018(b) require that:

. solicitation comply with applicable non-bankruptcy law;
. the plan of reorganization be transmitted to substantially all creditors and other interest holders entitled to vote; and
. the time prescribed for voting is not unreasonably short.

With regard to solicitation of votes prior to the commencement of a bankruptcy case, if the Bankruptcy Court concludes that the requirements of
Bankruptcy Rule 3018(b) have not been met, then the Bankruptcy Court could deem such votes invalid, whereupon the prepackaged plan could
not be confirmed without a re-solicitation of votes to accept or reject the prepackaged plan. While we believe that the requirements of Sections
1125(g) and 1126(b) of the Bankruptcy Code and Bankruptcy Rule 3018(b) will be met, there can be no assurance that the Bankruptcy Court
will reach the same conclusion.

Either SuperMedia or Dex One may fail to meet all conditions precedent to effectiveness of the prepackaged plans.

Although we believe that the effective date would occur very shortly after confirmation of the prepackaged plans, there can be no assurance as to
such timing. The confirmation and effectiveness of the prepackaged plans are subject to certain conditions that may or may not be satisfied. We
cannot assure you that all requirements for confirmation and effectiveness required under the prepackaged plans will be satisfied.

A claim or interest holder may object to, and the Bankruptcy Court may disagree with, our classifications of claims and interests.

Section 1122 of the Bankruptcy Code provides that a plan may place a claim or an interest in a particular class only if such claim is substantially
similar to the other claims or interests of such class. Although we believe that the classifications of claims and interests under the prepackaged
plan complies with the requirements set forth in the Bankruptcy Code, a claim or interest holder could challenge the classification. In such event,
the cost of the prepackaged plan and the time needed to confirm the prepackaged plan may increase, and we cannot assure you that the
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Bankruptcy Court will agree with its classification of claims and interests. If the Bankruptcy Court concludes that the classifications of claims
and interests under the prepackaged plan do not comply with the requirements of the Bankruptcy Code, we may need to modify the prepackaged
plan. Such modification could require a re-solicitation of votes on the prepackaged plan. The prepackaged plan may not be confirmed if the
Bankruptcy Court determines that our classifications of claims and interests are not appropriate.

The SEC, the United States Trustee, or other parties may object to the prepackaged plan on account of the third-party release provisions.

In the Chapter 11 case, any party in interest, including the SEC and the United States Trustee, may object to the prepackaged plan on the
grounds that the third-party releases are not given consensually or in a permissible non-consensual manner. In response to such an objection, the
Bankruptcy Court could determine that the third-party releases are not valid under the Bankruptcy Code. If the Bankruptcy Court made such a
determination, the prepackaged plan could be confirmed without being modified to remove the third party release provisions. This could result in
substantial delay in confirmation of the prepackaged plan or the prepackaged plan not being confirmed.

Contingencies may affect distributions to holders of allowed claims and interests.

The distributions available to holders of allowed claims and interests under the prepackaged plan can be affected by a variety of contingencies,
including whether the Bankruptcy Court orders certain allowed claims to be subordinated to other allowed claims. The occurrence of any and all
such contingencies could affect distributions under the prepackaged plan.
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Other parties in interest might be permitted to propose alternative plans of reorganization that may be less favorable to certain of our
constituencies than the prepackaged plan.

In the Chapter 11 case, other parties in interest could seek authority from the Bankruptcy Court to propose an alternative plan of reorganization.
Under the Bankruptcy Code, a debtor-in-possession initially has the exclusive right to propose and solicit acceptances of a plan of reorganization
for a period of 120 days from the filing. However, such exclusivity period can be reduced or terminated upon order of the Bankruptcy Court. If
such an order were to be entered, other parties in interest would then have the opportunity to propose alternative plans of reorganization.

If other parties in interest were to propose an alternative plan of reorganization following expiration or termination of our exclusivity period,
such a plan may be less favorable to existing equity interest holders and may seek to exclude these holders from retaining any equity under their
plan. Alternative plans of reorganization also may treat less favorably the claims of a number of other constituencies, including the senior
secured creditors, employees and trading partners and customers. We consider maintaining relationships with our senior secured creditors,
common stockholders, employees and trading partners and customers as critical to maintaining the value of the combined company following
consummation of the transaction, and have sought to treat those constituencies accordingly. However, proponents of alternative plans of
reorganization may not share our assessments and may seek to impair the claims of such constituencies to a greater degree. If there were
competing plans of reorganization, our reorganization cases likely would become longer, more complicated and much more expensive. If this
were to occur, or if our employees or other constituencies important to our business reacted adversely to an alternative plan of reorganization,
the adverse consequences discussed in the other risk factors in this section discussing risks related to the prepackaged plan also could occur.

Our business may be negatively affected if we are unable to assume executory contracts.

An executory contract is a contract on which performance remains due to some extent by both parties to the contract. The prepackaged plan
provides for the assumption of all executory contracts and unexpired leases, unless designated on a Schedule of Rejected Contracts. We intend to
preserve as much of the benefit of these existing contracts and leases as possible. However, with respect to some limited classes of executory
contracts, including licenses with respect to patents or trademarks, we may need to obtain the consent of the counterparty to maintain the benefit
of the contract. There is no guarantee that such consent either would be forthcoming or that conditions would not be attached to any such
consent that makes assuming the contracts unattractive. We then would be required to either forego the benefits offered by such contracts or to
find alternative arrangements to replace them.

Material transactions could be set aside as fraudulent conveyances or preferential transfers.

Certain payments received by stakeholders prior to the bankruptcy filing could be challenged under applicable debtor/creditor or bankruptcy

laws as either a fraudulent conveyance ora preferential transfer. A fraudulent conveyance occurs when a transfer of a debtor s assets is made
with the intent to defraud creditors or in exchange for consideration that does not represent reasonably equivalent value to the property

transferred. A preferential transfer occurs upon a transfer of property of the debtor while the debtor is insolvent for the benefit of a creditor on
account of an antecedent debt owed by the debtor that was made on or within 90 days before the date of filing of the bankruptcy petition or one
year before the date of filing of the petition, if the creditor, at the time of such transfer, was an insider. If any transfer was challenged in the
Bankruptcy Court and found to have occurred with regard to any of our material transactions, a bankruptcy court could order the recovery of all
amounts received by the recipient of the transfer.
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We may seek to amend, waive, modify or withdraw the prepackaged plan at any time prior to its confirmation.

We reserve the right, prior to the confirmation or substantial consummation thereof, subject to the provisions of Section 1127 of the Bankruptcy
Code and applicable law and the support agreement to amend the terms of the prepackaged plan or waive any conditions thereto if and to the
extent such amendments or waivers are necessary or desirable to consummate the prepackaged plan. The potential impact of any such
amendment or waiver on the holders of claims and interests cannot presently be foreseen but may include a change in the economic impact of
the prepackaged plan on some or all of the proposed classes or a change in the relative rights of such classes. All holders of claims and interests
will receive notice of such amendments or waivers required by applicable law and the Bankruptcy Court. If, after receiving sufficient
acceptances, but prior to confirmation of the prepackaged plan, we seek to modify the prepackaged plan, the previously solicited acceptances
will be valid only if (1) all classes of adversely affected creditors and interest holders accept the modification in writing or (2) the Bankruptcy
Court determines, after notice to designated parties, that such modification was de minimis or purely technical or otherwise did not adversely
change the treatment of holders accepting claims and interests or is otherwise permitted by the Bankruptcy Code.
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We may object to the amount or classification of a claim or interest.

Except as otherwise provided in the prepackaged plan, we reserve the right to object to the amount or classification of any claim or interest
under the prepackaged plan. The estimates set forth in this document cannot be relied on by any holder of a claim or interest where such claim or
interest is subject to an objection. Any holder of a claim or interest that is subject to an objection thus may not receive its expected share of the
estimated distributions described in this document.

The cash collateral authorized by the Bankruptcy Court to fund the Chapter 11 case may be insufficient.

If the Chapter 11 case takes longer than expected to conclude, we may exhaust the available cash collateral authorized by the Bankruptcy Court
to fund the Chapter 11 case. There can be no assurance that we will be able to obtain an extension of the right to use cash collateral, in which
case, the liquidity necessary for the orderly functioning of our business may be impaired materially.

The confirmation and consummation of the prepackaged plan could be delayed.

We estimate that the process of obtaining confirmation of the prepackaged plan by the Bankruptcy Court will last approximately 30 to 60 days
from the date of the commencement of the Chapter 11 case, but it could last considerably longer if, for example, confirmation is contested or the
conditions to confirmation or consummation are not satisfied or waived.

We will be subject to business uncertainties and contractual restrictions while the transaction is pending.

Uncertainty about the effect of the transaction on employees and customers may have an adverse effect on the Company. These uncertainties
may impair our ability to retain and motivate key personnel and could cause customers and others that deal with SuperMedia to defer entering
into contracts with SuperMedia or making other decisions concerning SuperMedia or seek to change existing business relationships with
SuperMedia. Certain of SuperMedia s commercial contracts contain change of control restrictions that may give rise to a right of termination or
cancellation in connection with the transaction. In addition, if key employees depart because of uncertainty about their future roles and the
potential complexities of the transaction, SuperMedia s business could be harmed. In addition, the Merger Agreement restricts SuperMedia from
making certain acquisitions and taking other specified actions until the transaction occurs without the consent of the other party. These
restrictions may prevent SuperMedia from pursuing attractive business opportunities that may arise prior to the completion of the transaction.

The Merger Agreement limits our ability to pursue alternatives to the transaction.

SuperMedia has agreed that it will not, among other things, solicit, initiate, encourage or facilitate, or engage in discussions, negotiations or
agreements regarding, proposals to acquire 10% or more of the stock or assets of SuperMedia, subject to limited exceptions, including that a
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party may take certain actions in the event it receives an unsolicited acquisition proposal that constitutes a superior proposal or is reasonably
expected to lead to a superior proposal, and the party s board of directors determines in good faith, after consultation with its outside legal
counsel and financial advisor, that a failure to take action with respect to such takeover proposal would be inconsistent with its duties under
applicable law. SuperMedia has also agreed that its board of directors will not change its recommendation to its stockholders or approve any
alternative agreement, subject to limited exceptions, including that, at any time prior to the applicable stockholder approval, the applicable board
of directors may make a change in recommendation of the transaction if such board concludes in good faith, after consultation with its outside
legal counsel and financial advisor, that (1) the failure to take such action would be inconsistent with its duties under applicable laws, (2) if
requested by the other party, its representatives shall have negotiated in good faith with the other party for three business days and (3) if such
change in recommendation is related to an alternative acquisition proposal, that such proposal constitutes a superior proposal.

We will incur significant transaction and transaction-related transition costs in connection with the transaction.

We expect that we will incur significant, non-recurring costs in connection with consummating the transaction and integrating the operations of
the two companies. We may incur additional costs to maintain employee morale and to retain key employees. We will also incur significant fees
and expenses relating to amending existing credit facilities and legal, accounting and other transaction fees and other costs associated with the
transaction. Some of these costs are payable regardless of whether the transaction is completed. Upon termination of the Merger Agreement
under specified circumstances we may be required to pay Dex One an expense reimbursement of up to a maximum amount of $7.5 million.
Additionally, we will incur significant, non-recurring costs in connection with the administration of the SuperMedia Chapter 11 case.

We must continue to retain, motivate and recruit executives and other key employees, which may be difficult in light of uncertainty regarding
the transaction, and failure to do so could negatively affect our business.

For the transaction to be successful, during the period before the transaction is completed, we must continue to retain, motivate and recruit
executives and other key employees. Experienced employees are in high demand and competition for their talents can be intense. Employees
may experience uncertainty about their future roles with the Company until, or even after, strategies with regard to
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the combined company are announced or executed. The potential distractions of the transaction may adversely affect our ability to retain,
motivate and recruit executives and other key employees and keep them focused on applicable strategies and goals. A failure to attract, retain
and motivate executives and other key employees during the period prior to the transaction could have a negative impact on our business.

Failure to complete the transaction could negatively impact us.

If the transaction is not completed, our ongoing business may be adversely affected and there may be various consequences, including:

. the adverse impact to the business caused by the failure to pursue other beneficial opportunities due to the focus on the transaction,
without realizing any of the anticipated benefits of the transaction;

. the incurrence of substantial costs in connection with the transaction, without realizing any of the anticipated benefits of the transaction;

. if the merger agreement is terminated under certain circumstances, the payment to Dex One of an expense reimbursement of up to
$7.5 million;

. a negative impact on the market price of our common stock;
. the possibility of being unable to repay indebtedness when due and payable; and
. the Chapter 11 proceedings resulting in recoveries for creditors and stockholders that are less than contemplated under the prepackaged

plan or resulting in no recovery for certain creditors and stockholders.

Satisfying the conditions to, and completion of, the transaction may take longer than, and could cost more than, we expect.

Any delay in completing, or any additional conditions imposed in order to complete, the transaction may materially and adversely affect the
synergies and other benefits that we expect to achieve from the transaction and the integration of our and Dex One s businessesThe transaction
is subject to a number of conditions beyond our control that may prevent, delay or otherwise materially adversely affect its completion. We
cannot predict when or whether these conditions will be satisfied. Furthermore, the requirements for obtaining any required regulatory
clearances and approvals could delay the completion of the transaction for a significant period of time or prevent it from occurring altogether.
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Any delay in completing the transaction could cause the combined company not to realize some or all of the synergies that we expect to achieve
if the transaction is successfully completed in the expected time frame.

The support of our senior secured creditors for the prepackaged plan and the necessary amendments to the Loan Agreement is subject to the
terms of support agreements between the Company and certain of its secured creditors, which is subject to termination.

We have entered into support agreement with certain of our senior secured creditors. The support agreement provides, among other things, that
the creditor parties will support the amendments to our Loan Agreement and prepackaged plan and will support the waiver of certain rights
under the Loan Agreement. If the support agreement is terminated, our senior secured lenders will have no obligation to support the prepackaged
plan or the financing amendments to our Loan Agreement.

Item 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

Our property mainly consists of land and buildings. Our corporate headquarters is located in D/FW Airport, Texas, and is leased from Verizon.
We lease a majority of our facilities. We believe that our existing facilities are in good working condition and are suitable for their intended
purposes.
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The following is a list of our facilities with at least 100,000 square feet. These facilities are administrative facilities, except for the Martinsburg,
West Virginia facility, which is a warehouse/distribution center:

Location Square Feet
Owned

Martinsburg, WV 191,068
Los Alamitos, CA 149,326
St. Petersburg, FL 100,000
Leased

D/FW Airport, TX 418,824
Irving, TX 152,121

The Company currently has an agreement to sell the land and building in Los Alamitos, CA, subject to due diligence by the purchaser, and has
reflected it as assets held for sale on the Company s consolidated balance sheet as of December 31, 2012.

Item 3. Legal Proceedings.

The Company is subject to various lawsuits and other claims in the normal course of business. In addition, from time to time, the Company
receives communications from government or regulatory agencies concerning investigations or allegations of noncompliance with laws or
regulations in jurisdictions in which the Company operates.

The Company establishes reserves for the estimated losses on specific contingent liabilities, for regulatory and legal actions where the Company
deems a loss to be probable and the amount of the loss can be reasonably estimated. In other instances, the Company is not able to make a
reasonable estimate of liability because of the uncertainties related to the outcome or the amount or range of potential loss. The Company does
not expect that the ultimate resolution of pending regulatory and legal matters in future periods, including the matters described below will have
a material adverse effect on its statement of comprehensive income (loss).

On April 30, 2009, May 21, 2009, and June 5, 2009, three separate putative class action securities lawsuits were filed in the U.S. District Court
for the Northern District of Texas, Dallas Division, against certain of the Company s current and former officers (but not against the Company or
its subsidiaries). The suits were filed by Jan Buettgen, John Heffner, and Alan Goldberg as three separate named plaintiffs on behalf of

purchasers of the Company s common stock between August 10, 2007 and March 31, 2009, inclusive. On May 22, 2009, a putative class action
securities lawsuit was filed in the U.S. District Court for the Eastern District of Arkansas against two of the Company s current officers (but not
against the Company or its subsidiaries). The suit was filed by Wade L. Jones on behalf of purchasers of the Company s bonds between

March 27, 2008 and March 30, 2009, inclusive. On August 18, 2009, the Wade Jones case from Arkansas federal district court was transferred

to be consolidated with the cases filed in Texas. The complaints are virtually identical and generally allege that the defendants violated federal
securities laws by issuing false and misleading statements regarding the Company s financial performance and condition. Specifically, the
complaints allege violations by the defendants of Section 10(b) of the Securities Exchange Act of 1934, as amended ( Exchange Act ), Rule 10b-5
under the Exchange Act and Section 20 of the Exchange Act. The plaintiffs are seeking unspecified compensatory damages and reimbursement
for litigation expenses. Since the filing of the complaints, all four cases have been consolidated into one court in the Northern District of Texas
and a lead plaintiff and lead plaintiffs attorney have been selected ( Buettgen case). On April 12, 2010, the Company filed a motion to dismiss
the entire Buettgen complaint. On August 11, 2010, in a one line order without an opinion, the court denied the Company s motion to dismiss.
On May 19, 2011, the court granted the plaintiffs motion certifying a class. Subsequently, the Fifth Circuit Court of Appeals denied the
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Company s petition for an interlocutory appeal of the class certification order. Discovery has commenced. On September 24, 2012, the
Company defendants filed a motion for summary judgment seeking a complete dismissal which was denied on February 20, 2013. The
Company awaits a trial setting in 2013. The Company plans to honor its indemnification obligations and vigorously defend the lawsuit on the
defendants behalf.

On April 20, 2009, a lawsuit was filed in the district court of Tarrant County, Texas, against certain of the Company s officers and directors (but
not against the Company or its subsidiaries) on behalf of Jack B. Corwin as Trustee of The Jack B. Corwin Revocable Trust, and Charitable
Remainder Stewardship Company of Nevada, and as Trustee of the Jack B. Corwin 2006 Charitable Remainder Unitrust (the Corwin case). The
Corwin case generally alleges that at various times in 2008 and 2009, the named Company officers and directors made false and misleading
representations, or failed to state material facts, which made their statements misleading regarding the Company s financial performance and
condition. The suit brings fraud and negligent misrepresentation claims and alleges violations of the Texas Securities Act and Section 27 of the
Texas Business Commerce Code. The plaintiffs seek unspecified compensatory damages, exemplary damages, and reimbursement for litigation
expenses. On June 3, 2009, the plaintiffs filed an amended complaint with the same allegations adding two additional Company directors as

party defendants. On June 10, 2010, the
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court in the Buettgen case granted the Company s motion staying discovery in the Corwin case pursuant to the provisions of the Private Securities
Litigation Reform Act. After the adverse decision in the Buertgen case, the parties agreed to a scheduling order consistent with the prior

Buettgen stay order. Several of the Company defendants have filed motions for summary judgment claiming that there is no evidence of any
wrongdoing elicited during the discovery phase. The Company awaits a hearing date on the motions. The Company plans to honor its
indemnification obligations and vigorously defend the lawsuit on the defendants behalf.

On November 25, 2009, three former Bell retirees brought a putative class action lawsuit in the U.S. District Court for the Northern District of
Texas, Dallas Division, against both the Verizon employee benefits committee and pension plans and the Company s employee benefits
committee ( EBC ) and pension plans. All three named plaintiffs are receiving the single life monthly annuity pension benefits. All complain that
Verizon transferred them against their will from the Verizon pension plans to the Company pension plans at or near the Company s spin-off from
Verizon. The complaint alleges that both the Verizon and Company defendants failed to provide requested plan documents, which would entitle
the plaintiffs to statutory penalties under the Employee Retirement Income Securities Act ( ERISA ); that both the Verizon and Company
defendants breached their fiduciary duty for refusal to disclose pension plan information; and other class action counts aimed solely at the
Verizon defendants. The plaintiffs seek class action status, statutory penalties, damages and a reversal of the employee transfers. The Company
defendants filed their motion to dismiss the entire complaint on March 10, 2010. On October 18, 2010, the court ruled on the pending motion
dismissing all the claims against the Company pension plans and all of the claims against the Company s EBC relating to the production of
documents and statutory penalties for failure to produce same. The only claims remaining against the Company are procedural ERISA claims
against the Company s EBC. On November 1, 2010, the Company s EBC filed its answer to the complaint. On November 4, 2010, the
Company s EBC filed a motion to dismiss one of the two remaining procedural ERISA claims against the EBC. Pursuant to an agreed order, the
plaintiffs have obtained class certification against the Verizon defendants and discovery has commenced. After obtaining permission from the
court, the plaintiffs filed another amendment to the complaint, alleging a new count against the Company s EBC. The Company s EBC filed
another motion to dismiss the amended complaint and have filed a summary judgment motion before the deadline set by the scheduling order.

On March 26, 2012, the court denied the Company s EBC s motion to dismiss. The parties summary judgments remain pending. The Company
plans to honor its indemnification obligations and vigorously defend the lawsuit on the defendants behalf.

On June 26, 2012, the Company filed a class action in the U.S. District Court for the Northern District of Texas, Dallas Division where the
Company seeks a declaratory judgment concerning the Company s right to enact several amendments that were recently made to its retiree health
and welfare benefit plans, and more generally the Company s right to modify, amend or terminate these plans. Although the court initially
consolidated this case with the above case, it later reversed itself and kept the case separate. Several of the defendants have filed motions to
dismiss as well as a counterclaim. The Company has filed a motion to dismiss the counterclaim. The Company awaits the order of the court.

On December 10, 2009, a former employee with a history of litigation against the Company filed a putative class action lawsuit in the U.S.
District Court for the Northern District of Texas, Dallas Division, against certain of the Company s current and former officers, directors and
members of the Company s EBC. The complaint attempts to recover alleged losses to the various savings plans that were allegedly caused by the
breach of fiduciary duties in violation of ERISA by the defendants in administrating the plans from November 17, 2006 to March 31, 2009. The
complaint alleges that: (i) the defendants wrongfully allowed all the plans to invest in Idearc common stock, (ii) the defendants made material
misrepresentations regarding the Company s financial performance and condition, (iii) the defendants had divided loyalties, (iv) the defendants
mismanaged the plan assets, and (v) certain defendants breached their duty to monitor and inform the EBC of required disclosures. The
plaintiffs are seeking unspecified compensatory damages and reimbursement for litigation expenses. At this time, a class has not been certified.
The plaintiffs have filed a consolidated complaint. The Company filed a motion to dismiss the entire complaint on June 22, 2010. On

March 16, 2011, the court granted the Company defendants motion to dismiss the entire complaint; however, the plaintiffs have repleaded their
complaint. The Company defendants have filed another motion to dismiss the new complaint. On March 15, 2012, the court granted the

Company defendants second motion dismissing the case with prejudice. The plaintiffs have appealed the dismissal and briefing in the

5th Circuit U.S. Court of Appeals has been completed. Oral argument was held on March 7, 2013, and the Company awaits the ruling of the
court. The Company plans to honor its indemnification obligations and vigorously defend the lawsuit on the defendants behalf.

54



Edgar Filing: SUPERMEDIA INC. - Form 10-K

On November 15, 2010, a group of publishers including the Company led by the Local Search Association (formerly the Yellow

Pages Association), ( Publishers ), filed a lawsuit in the U.S. District Court for the Western District of Washington challenging an ordinance
enacted by the City of Seattle requiring the Publishers of yellow pages directories distributed in the City of Seattle to obtain a license from the

City, and pay a tax to distribute the directory publications and permitting all the potential recipients of the yellow pages to opt out of receiving

the directory using a common City-sanctioned opt out registry, ( Ordinance ). The suit challenged the Ordinance as a content-based restriction on
speech, violating the first amendment of the U.S. Constitution, and violating the commerce clause of the U.S. Constitution. On February 10,

2011, the Publishers filed a motion for preliminary injunction seeking to stop the
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operation of the Ordinance before the first publication of the Dex One Seattle directory. After no order was forthcoming from the court, the
Publishers filed a motion for temporary restraining order with the court seeking to immediately enjoin the operation of the Ordinance. On

May 8, 2011, the court denied both motions. On May 13, 2011, the Publishers filed a motion with the U.S. Court of Appeals for the 9th Circuit
seeking to enjoin the Ordinance pending the appeal and to expedite an appeal. On May 24, 2011, the court of Appeals denied the Publishers
motion for an injunction, but granted the Motion for an expedited appeal. After briefing was complete, an oral argument was made in front of a
9th Circuit appellate panel. Meanwhile, on September 16, 2011, the district court granted the City s summary judgment motion and denied the
Publishers summary judgment motion ruling that the Ordinance did not violate the First Amendment. This final order gave the Publishers the
opportunity to file a full consolidated appeal to the 9th Circuit, which has been fully briefed and argued. On October 15, 2012, in a unanimous
ruling by the 9th Circuit U.S. Court of Appeals, the court ruled that yellow pages qualify for full protection of the First Amendment to the U.S.
Constitution. Accordingly, the Ordinance does not survive. The court reversed the trial court and instructed the trial court to enter judgment on
behalf of the Publishers. The City s request for the 9th Circuit Court of Appeals to review the decision, en banc, was denied. The City has settled
the Publishers fee request and the Company expects the trial court to enter a judgment in favor of the Publishers, consistent with the 9th Circuit s
decision.

On April 26, 2011, the Company received a letter from the Philadelphia Equal Employment Opportunity Commission ( EEOC ) on behalf of a
former employee indicating that the EEOC was conducting an investigation for a possible nationwide class claim. The former employee was
terminated after failing to memorize a sales pitch. The EEOC alleges that the Company may have systematically discriminated against older
employees and employees with disabilities by requiring them to memorize a sales pitch. The Company is cooperating with the agency and has
provided the agency with responsive documents requested in the EEOC s original request. On August 1, 2012, the EEOC made a determination
only with respect to the former employee, dropping their pursuit of any class claim. The Company has since settled that individual claim for a
nominal amount.

On July 1, 2011, several former employees filed a Fair Labor Standards Act ( FLSA ) collective action against the Company, all its subsidiaries,
the current chief executive officer and the former chief executive officer in the U.S. District Court, Northern District of Texas, Dallas Division.
The complaint alleges that the Company improperly calculated the rate of pay when it paid overtime to its hourly sales employees. On July 29,
2011, the Company filed a motion to dismiss the complaint. In response, the plaintiffs amended their complaint to allege that the individual
defendants had off-the-clock claims for unpaid overtime. Subsequently, the Company amended its motion to dismiss in light of the new
allegations. On October 25, 2011, the Plaintiffs filed a motion to conditionally certify a collective action and to issue notice. On March 29,

2012, the court denied the Company s motion to dismiss and granted the plaintiffs motion to conditionally certify the class. The Company s
motion seeking permission to file an interlocutory appeal of the order was denied and a notice has been sent to the Company s former and current
employees. The time for opting into the class has expired. The plaintiffs that failed to file their opt-ins on time have filed a companion case with
the same allegations.

Item 4. Mine Safety Disclosures.

Not applicable.

PART II

Item 5. Market for Registrant s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.
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Market Information and Holders

Our common stock is traded on the Nasdaq Global Select Market under the symbol SPMD. The following tables set forth, for the periods
indicated, the highest and lowest sale prices for our common stock, as reported by the Nasdaq Global Select Market.

Per Share
High Low Cash Dividend
2012
Fourth Quarter $ 375 $ 1.51 %
Third Quarter 4.52 2.09
Second Quarter 2.89 1.66
First Quarter 3.47 2.20
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2011

Fourth Quarter
Third Quarter
Second Quarter
First Quarter

2010

Fourth Quarter
Third Quarter
Second Quarter
First Quarter

Edgar Filing: SUPERMEDIA INC. - Form 10-K

High

High

4.24
4.25
6.76
12.63

10.86
21.10
46.90
44.45

Low

1.16
1.49
3.31
5.40

Low

$ 4.52

9.05
18.29
34.04

As of March 14, 2013, there were approximately 174 holders of record of our common stock.

Dividends

We did not pay any quarterly cash dividends in 2012, 2011 or 2010. We do not expect to pay dividends in 2013, and we do not expect to pay
cash dividends in the foreseeable future.

Our Loan Agreement prohibits us from paying material amounts as cash dividends to our stockholders. Future dividends will only be paid in

Per Share
Cash Dividend

Per Share
Cash Dividend

compliance with the terms of our Loan Agreement as permitted by applicable law and declared by our Board of Directors.

Share Repurchases

The following table provides information about shares acquired from employees, during the fourth quarter of 2012, as payment of withholding

taxes in connection with the vesting of restricted stock awarded to employees:

Period

October 1 - October 31
November 1 November 30
December 1 - December 31

Total Number of
Shares Purchased
During Period

48 $

23

Average Price Paid
Per Share
2.86

3.38

Total Number of
Shares Purchased as
Part of Publicly
Announced Plans or
Programs

Maximum Number
of Shares That May
Yet Be Purchased
Under the Plans or
Programs
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Total 71 $ 3.03

Stockholder Return Performance Graph

The following performance graph compares the cumulative total stockholder return on our common stock with the Russell 2000 Index and a
peer group selected by us, for the period of January 6, 2010 through December 31, 2012, assuming an initial investment of $100 on January 6,
2010, the first day of trading of our common stock, and the reinvestment of all dividends, if any. As noted above, we have not paid dividends on
our common stock. Historical stock price performance should not be relied upon as indicative of future stock price performance.

Our Company is not included in an identifiable peer group. We selected our peer group based on revenues, net income and enterprise value,
which comprises market capitalization and total debt, and focused on public companies largely comprising advertiser-supported media. Our peer
group includes Gannett Co. Inc., The Washington Post Company, AOL Inc., The New York Times Company, Valassis Communications, Inc.,
Dex One Corporation, The McClatchy Company, IAC/InteractiveCorp., Harte Hanks Inc., Lee Enterprises, Inc., The E.W. Scripps Company,
Media General, Inc., A.H. Belo Corporation and Valueclick Inc.
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Comparison of Cumulative Stockholder Return

Assumes $100 Invested on January 6, 2010

1/06/10 6/30/10 12/31/10 6/30/11 12/31/11 6/30/12 12/31/12
SuperMedia $ 100.00 $ 4461 $ 2124 $ 915 §$ 6.44 $ 6.10 $ 8.34
Russell 2000 Index 100.00 95.54 122.84 129.70 116.14 125.16 133.14
Peer Group 100.00 90.62 109.53 115.09 111.83 88.84 92.00

Item 6. Selected Financial Data.

The tables set forth below are a summary of our historical financial data. Our historical financial data may not be indicative of our future
performance as many changes have occurred in our operations and capitalization including the impacts of fresh start accounting. The following
information should be read together with our financial statements and the notes related thereto included in this report and Item 7. Management s
Discussion and Analysis of Financial Condition and Results of Operations.

Successor Predecessor
Company Company
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Operating revenue

Operating income (loss)

Net income (loss)

Basic and diluted earnings (loss) per
common share (1)

Cash dividends declared per common
share (1)
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For the Years Ended December 31,
2012 2011 2010 2009 2008
(in millions, except per share amounts)

$ 1,354 $ 1,642 $ 1,176 $ 2512 § 2,973

440 (596) (96) 741 926
223 (771) (196) 8,257 183
14.28 (51.04) (13.04) 56.32 1.25
0.3425
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Predecessor
Successor Company Company
As of December 31,
2012 2011 2010 2009 2008
(in millions)
Total assets $ 1,410 $ 1,633  $ 2,926 $ 3,834 $ 1,815
Current maturities of long-term debt 4 9,267
Long-term debt 1,442 1,741 2,171 2,750
Stockholders equity (deficit) 461) (788) 30) 200 (8,491)
(D) The number of weighted average common shares outstanding for the years ended December 31, 2012, 2011 and 2010 were

approximately 15.3 million, 15.1 million and 15.0 million, respectively. The number of diluted weighted average common shares outstanding for
the years ended December 31, 2009 and 2008 were approximately 146.6 million and 146.4 million, respectively. Equity based awards granted
had no material impact on the calculation of diluted earnings per share.

The following significant transactions impacted our historical financial data:

N
Nt
[\S)

For the year ended December 31, 2012, the Company made cash debt payments of $251 million, which reduced the Company s debt obligations
by $303 million. On March 2, 2012, the Company utilized $31 million in cash to prepay $60 million of the senior secured term loans at a rate of
52% of par. This transaction resulted in the Company recording a $28 million non-taxable gain ($29 million gain offset by $1 million in
administrative fees). On May 5, 2012, the Company utilized $33 million in cash to prepay $56 million of the senior secured term loans at a rate
of 59% of par. This transaction resulted in the Company recording a $23 million non-taxable gain ($23 million gain offset by less than $1

million in administrative fees). These below par payment transactions were recorded as gains on early extinguishment of debt on the Company s
consolidated statement of comprehensive income (loss). During 2012, the Company also made principal payments, at par, of $187 million.

On June 25, 2012, the Company amended its other post-employment benefit plans to limit and/or eliminate the Company s subsidies of
post-employment benefits. These amendments resulted in a cumulative reduction of $257 million to employee benefit obligations and an
after-tax deferred gain to accumulated other comprehensive income of $161 million on the Company s consolidated balance sheet. The
amortization associated with the deferred gain during 2012 was a credit to expense of $64 million recorded as part of general and administrative
expense in the Company s consolidated statemen