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FORWARD-LOOKING STATEMENTS

Certain statements included in this annual 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, anticipa
forecast, estimate, expect, preliminary, intend, plan, project, outlook and similar statements of a future or forward-looking nature id

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

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

. declining use of print yellow pages directories by consumers;

. competition from other yellow pages directory publishers and other traditional and new media and our ability to anticipate or respond

to changes in technology and user preferences;

. changes in our operating performance;
. our post-restructuring financial condition, financing requirements and cash flow;
. 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 debt agreements;

. failure to comply with the financial covenants and other restrictive covenants in our debt agreements;

. limited access to capital markets and increased borrowing costs resulting from our leveraged capital structure and debt ratings;
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. our ability to resolve any remaining bankruptcy claims;

. changes in the availability and cost of paper and other raw materials used to print our directories and 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 regulatory bodies; 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, including the information in Item 1A. Risk Factors in Part I of our
Annual Report on Form 10-K for the year ended December 31, 2010. 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.
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Item 1. Business.

Background

On December 31, 2009 (the Effective Date ), SuperMedia Inc., (collectively, SuperMedia, We, Our, Us, Successor orthe Company ) fo
known as Idearc Inc., (collectively, Idearc or Predecessor ) and all of our domestic subsidiaries, consummated our reorganization under the
provisions of Chapter 11 of Title 11 of the United States Code and emerged from bankruptcy protection.

On March 31, 2009 (the Petition Date ), Idearc and its domestic subsidiaries filed voluntary petitions for reorganization under Chapter 11 of Title
11 of the Bankruptcy Code in the United States Bankruptcy Court for the Northern District of Texas, Dallas Division (the Bankruptcy Court ).
On May 15, 2009, the Company submitted a joint plan of reorganization and disclosure statement for consideration by the Bankruptcy Court and
the affected creditors; on September 8, 2009, the Company filed its First Amended Joint Plan of Reorganization (the Amended Plan ) with the
Bankruptcy Court, which was later modified on November 19, 2009; on December 22, 2009, the Bankruptcy Court entered an order approving

and confirming the Amended Plan; and, finally, on December 31, 2009, the Company emerged from bankruptcy.

On the Effective Date, the Company entered into a loan agreement (the Loan Agreement ) with certain financial institutions and JPMorgan Chase
Bank, N.A., as administrative agent and collateral agent, providing for the issuance of $2,750 million of senior secured term loans.

Also on the Effective Date, the Company issued an aggregate of 14,996,952 shares of new common stock, par value $.01 per share (the New
Common Stock ). The Company reserved 1,500,000 shares of New Common Stock for issuance pursuant to its long-term incentive plan. In
addition, 3,061 shares of New Common Stock have been reserved for future issuance in respect of claims and interests filed in connection with
the Chapter 11 bankruptcy proceedings, pending the determination of the allowed portion of any disputed general unsecured claims. The
Company has not issued any shares of preferred stock.

On January 4, 2010, we changed our corporate name from Idearc Inc. to SuperMedia Inc. The new name symbolizes our renewed focus on
providing outstanding media advertising programs to our clients and consumers nationwide through our Superpages directories,
Superpages.com®, Superpages direct mailers and Superpages mobile, as well as services, such as the SuperGuaranteeSM.

Overview

We are one of the largest yellow pages directory publishers in the United States as measured by revenue. We also offer online advertising
solutions. We place our client s advertising into our portfolio of advertising media, which includes the Superpages directories, Superpages.com,
our online local search resource, the Superpages.com network, an online advertising network, our Superpages direct mailers, and

Superpages mobile, our information source for wireless subscribers. We became an independent public company in November 2006 when
Verizon Communications Inc. ( Verizon ) completed the spin-off of our shares to Verizon s stockholders.
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Our strategy will continue to focus on providing a portfolio of advertising media to offer our advertisers a presence regardless of where or when
consumers are searching for local information.

Together with our predecessor companies, we have more than 125 years of experience in the print directory business. We have consistently held
a leading market position in the markets in which Verizon is the incumbent local exchange carrier, and in its formerly owned properties now
owned by FairPoint Communications, Inc. ( FairPoint ) and Frontier Communications Corporation ( Frontier ). We have a geographically
diversified revenue base covering markets in 33 states for Superpages directories and Superpages direct mailers and in all 50 states for
Superpages.com. In 2010, we published more than 1,100 distinct directory titles, and distributed about 114 million copies of these directories to
businesses and residences in the United States.

In 2010, we generated revenue of $1,176 million and incurred an operating loss of ($96) million. Our 2010 results of operations were
significantly impacted by our adoption of fresh start accounting. At December 31, 2009, the balances of deferred revenue and deferred directory
costs were adjusted to their fair value of zero. As a result, approximately $846 million of deferred revenue ($826 million net of estimated sales
allowances) and $213 million of deferred directory costs were not recognized in our 2010 consolidated statement of operations which would
have otherwise been recorded by the Predecessor Company. In addition, our 2010 operating results were significantly impacted by the exclusion
of approximately $61 million of bad debt expense due to the exclusion of revenue associated with the implementation of fresh start accounting at
December 31, 2009 that would have been recognized by our Predecessor Company. These non-cash fresh start adjustments impact only our
2010 consolidated statement of operations and do not
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affect future years results. Likewise, these non-cash fresh start adjustments did not affect cash flows as client billing and collection activities
remained unchanged.

In addition, at December 31, 2009, the fair values of certain intangible assets were increased in connection with the Company s adoption of fresh
start accounting in the amount of $555 million, resulting in an increase of amortization expense in 2010 of $111 million, which would not have
been recorded by the Predecessor Company.

We believe our advertising programs provide a better return on investment relative to other media alternatives. In making a decision to advertise,
we believe that our clients recognize that a large number of consumers who consult yellow pages directories actually make a purchase and that a
broad and diverse demographic and geographic base of consumers reference both print and Internet. We also believe that our clients value the
quality of our client service and other support we provide.

Competitive Strengths

We believe that the following strengths will enable us to continue to compete successfully in the local advertising 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, Frontier and FairPoint 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 Local Online Search Market. We have a presence in the local online search market with Superpages.com and the
Superpages.com network. In 2010, the Superpages.com network had more than 149 billion searches, which represents a 65% increase from the
prior year. As of December 31, 2010, Superpages.com had approximately 16.8 million business listings and tens of millions of residential
listings in the United States. Under agreements with several major search engines, we also place local advertising on the search engines
websites, providing us higher traffic volume while retaining the client relationship.

. Superior Value Proposition for our Advertisers. We believe our advertising programs provide our advertisers with a greater value
proposition than other media because they target consumers at the key time when they are actively seeking information to make a purchase. We
also believe that our advertising generally provides a competitive cost per reference. Cost per reference is a measure of an advertiser s cost per
contact generated from advertising. Further, we believe that our advertising provides a higher return on investment than many other local
advertising alternatives, including newspapers, television and radio. We offer our clients an array of complementary advertising media in which
they can advertise, including Superpages directories, Superpages.com and the Superpages.com network, Superpages mobile, and

Superpages direct mailers, all of which extend our clients reach.

. Large Locally Based Sales Force. The majority of our sales force is locally based, consisting 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
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advantage that enables us to develop and maintain long-standing relationships with our advertisers. Annually, our local print client renewal rates
(which exclude the loss of clients that did not renew because they are no longer in business) have been at or above 80%, in spite of the
significant economic downturn in 2009 and 2010. 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. The Company offers a SuperGuarantee marketing program to certain of our clients 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 believe we are adept at both developing innovative offerings for our clients and adapting quickly to
consumer preferences. We continually update Superpages.com to enhance the consumer experience and increase traffic. For example, we have
continued to develop Superpages.com to adapt to market demands and advances in technology, and to effectively compete or partner with other
on-line information providers. Additionally, we offer Superpages direct mailers advertising postcard packages, to enable us to capture revenue in
the direct mail industry.

. Diverse and Attractive Markets. We have a geographically diversified revenue base covering markets in 33 states for

Superpages directories and Superpages direct mailers and in all 50 states for Superpages.com. We believe our markets are attractive for local and
national advertisers due to the high concentration in our markets of well-educated and affluent residents and higher consumer spending than the
national average. We believe we have some degree of protection from regional market

10
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fluctuations because we have a presence in diverse markets across the U.S., many of which feature highly attractive demographics. In 2010, our
top ten directories, as measured by revenue, accounted for approximately 9% of our revenue and no single directory accounted for more than 2%
of our revenue.

. Broad Client Base. Our revenue comes from approximately 464,000 clients as of December 31, 2010. We do not depend to any
significant extent on the sale of advertising to a particular industry or to a particular client. Annually, our local print clients renewal rates (which
exclude the loss of clients that did not renew because they are no longer in business) have been at or above 80%. In 2010, no single local client
accounted for more than 0.1% of our revenue, with our top ten local clients representing less than 1% of our revenue.

Business Strategy

The principal elements of our business strategy include:

. Strengthen our Advertising Portfolio. Our ability to develop and adapt our advertising offerings helps our advertisers reach more
consumers in more ways, and is key to increasing consumer usage and generating revenue growth. We are continuing to enhance our offerings
by focusing on improvements in content, technology and user experience. We are continuing to cater to the advertising needs of local and
national businesses by offering advertising options that fit their needs and budgets. To further increase advertisers return on investment, we are
continuing to refine programs that align each advertiser s costs with the value of the advertising program purchased.

. Drive Consumer usage by providing the SuperGuarantee. The SuperGuarantee program is a consumer focused program designed to
make it easier and faster for consumers to find businesses they can trust. Our SuperGuarantee program provides a limited guarantee of the
services performed by certain of our clients. Not all clients are eligible to participate; the SuperGuarantee covers only certain service providers
who meet minimum ad program criteria. To participate in the SuperGuarantee program, consumers must register and agree to the program terms
and conditions prior to receiving the service, and then select a participating SuperGuarantee service provider.

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.

In 2006, Verizon Communications Inc. decided to spin off its domestic directory business. In anticipation of the spin-off, Verizon transferred its
domestic print and Internet yellow pages directory publishing operations to us. The spin-off was completed in November 2006 through a tax-free

11
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distribution by Verizon of all of its shares of our common stock to Verizon s stockholders.

On March 31, 2009, the Company and its domestic subsidiaries filed voluntary Chapter 11 bankruptcy petitions seeking reorganization relief
under the Bankruptcy Code in an attempt to restructure our debt. On December 31, 2009, we consummated the reorganization and emerged
from bankruptcy with a restructured balance sheet, and on January 4, 2010, we changed our name to SuperMedia Inc. The new name
symbolizes our renewed focus on providing outstanding media advertising programs to our clients and consumers nationwide.

More detailed discussions of these historical events are contained in our SEC filings and their respective exhibits.

Markets

In 2010, we published more than 1,100 directories in 33 states across the United States and distributed approximately 114 million directories to
businesses and residences in the United States. In 2010, our top ten directories, as measured by revenue, accounted for approximately 9% 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 achieve 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
publisher of Verizon print directories. These agreements included a publishing agreement, a branding agreement, and a non-

12
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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 certain 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 certain local telephone exchange
assets in Maine, New Hampshire and Vermont. These agreements included a publishing agreement, a branding agreement, and a
non-competition agreement, each of which has a term expiring in 2036.

On July 1, 2010, Verizon completed the sale to Frontier of its 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. In accordance with the terms of our commercial
agreements with Verizon, Frontier has entered into publishing, branding and non-competition agreements with the Company on substantially the
same terms for these local telephone exchanges, 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 incumbent local exchange carriers.
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. Incumbent publishers also tend to benefit from established client bases and solid, cost-efficient operations
infrastructures. In particular, we believe that Verizon s long-term presence as the incumbent local exchange carrier in its incumbent markets, as
well as our ongoing association with the Verizon brand, positions us as a preferred directory for both local advertisers and consumers in those
markets.

Advertising Media

Overview

Our advertising media include Superpages directories, Superpages.com, our online local search resource, the Superpages.com network, an online
advertising network, Superpages direct mailers, and Superpages mobile, our information directory for wireless subscribers.

Print Directories

In 2010, we published more than 1,100 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

13
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advertisements in both English and Spanish and directories in Spanish only. We offer complementary enhancements that improve our advertisers
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. The breadth
of our advertising options enables us to create customized advertising programs that are responsive to specific client needs and their advertising
budgets. 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:

. paying for listings in additional headings;

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

;escripti (f);rchasing extra lines of text to include information, such as hours of operation, a website address or a more detailed business

14
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. In-Column Advertising Options. For greater prominence on a page, an advertiser may expand its basic alphabetical listing by
purchasing advertising space in the column in which the 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 to 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;

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

. a call measurement service, which uses metered telephone numbers to provide advertisers with information about the consumer
responses to an advertisement.

White Pages Directories. Most state public utilities 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.

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.

15
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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 have 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 directory listing access.

Internet

We operate Superpages.com, an internet yellow pages website and mobile application, and the Superpages.com network, an online advertising
network that places local advertisers across more than 250 local search sites. Superpages.com has approximately 16.8 million business listings
and tens of millions of residential listings in the United States. In 2010, consumers conducted more than 149 billion searches using the
Superpages.com network.

We provide all businesses with a basic listing on Superpages.com at no charge to the advertiser. Businesses may pay to enhance their listings on
Superpages.com and to get broader distribution on Superpages.com and the Superpages.com network. We also offer performance-based
advertising in which advertisers pay on a per-click or per-call basis. Examples of listing enhancements include extra listing lines, business
profile content, video clips, online replicas of print advertisements, website and e-mail links, priority placement and banners. We also offer
feature-rich websites and professional website design services and accompanying search engine marketing options for businesses that do not
have the capabilities or resources to manage Internet marketing.
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Through the Superpages.com network, we distribute our clients advertising to more than 250 Internet sites to increase online traffic and extend
our advertisers online reach. We continue to seek out mutually beneficial arrangements that give our advertisers more exposure and our network
more traffic, while giving end-users and others the benefit of our local advertising content.

We also provide search engine marketing ( SEM ) services through which we place local advertising content on major search engines as well as
on Superpages.com and the Superpages.com network. Through SEM services, we increase our advertisers reach, thus aiding our ability to retain
them as clients and grow their programs. Even when client advertisements go on other websites, we retain the client relationship. As opposed to
directly competing with these search engines, our strategy is to collaborate with them, pairing our local sales reach with their extensive
distribution networks.

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.

Direct Mailers

Our Superpages direct mail packages allow advertisers to target the consumers or businesses most likely to respond to an offer and customize a
message from one mailing to the next. Our direct mail program includes professional full color ad design, robust demographic targeting,
printing, postage and fulfillment. Targeted lists let advertisers pinpoint the audience they want to reach. List criteria can include geography, age,
income, home value or consumers who have just moved into a neighborhood. Direct mail advertising campaigns can be tracked through
redemption of coupons, website traffic or phone calls. Our clients have an option of individual postcards or shared card packs.

Sales and Marketing

Our direct sales and marketing approach for our advertising programs 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 80% or more of our local print 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, the 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

We believe the experience of our sales force has enabled us to develop long-term relationships with our clients, which, in turn, promotes a high
rate of client renewal. We also believe that our sales force can further penetrate the markets that we currently serve and increase our sales
volume. Each advertising sale, whether made in person, by telephone or through direct mail, is a transaction designed to meet the individual
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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. A media consultant now spends more time preparing and perfecting a sales proposal and preparing
for a sales call. In addition, the average time a media consultant spends with a client has increased.

As of December 31, 2010, we employed more than 2,200 media consultants in our local sales force, including sales management 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 advertisers.

Our sales force is divided into three 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 typically interact
over the telephone.
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. Centralized Media Consultants. Our centralized media consultants generally focus on the smallest accounts, and potential new clients.
These media consultants manage both mail-out and telephone contact with lower revenue producing clients.

We assign our clients among these groups based on a careful assessment of expected advertising expenditures and propensity to purchase the
various advertising programs 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 advertising portfolio, 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