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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

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

For the quarterly period ended March 31, 2015
TRANSITION REPORTS PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to
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06831

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes y No ~
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes y No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer”, “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer y Accelerated filer

(Do not check if a smaller reporting
company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
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Part —Financial Information

Item 1. Financial Statements.

XPO Logistics, Inc.

Condensed Consolidated Balance Sheets

(In millions, except share and per share data)

ASSETS

Current assets:

Cash and cash equivalents

Accounts receivable, net of allowances of $10.0 and $9.8, respectively

Prepaid expenses

Deferred tax asset

Income tax receivable

Other current assets

Total current assets

Property and equipment, net of $63.0 and $47.3 in accumulated depreciation,
respectively

Goodwill

Identifiable intangible assets, net of $92.6 and $74.6 in accumulated amortization,
respectively

Restricted cash

Other long-term assets

Total long-term assets

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:

Accounts payable

Accrued salaries and wages

Accrued expenses, other

Current maturities of long-term debt

Other current liabilities

Total current liabilities

Senior notes due 2019

Convertible senior notes

Revolving credit facility and other long-term debt, net of current maturities
Deferred tax liability

Other long-term liabilities

Total long-term liabilities

Commitments and contingencies

Stockholders’ equity:

Series A convertible perpetual preferred stock, $.001 par value; 10,000,000 shares;
73,335 shares issued and outstanding at March 31, 2015 and December 31, 2014,
respectively

Common stock, $.001 par value; 150,000,000 shares authorized; 79,659,071 and

March 31,
2015
(Unaudited)

$1,034.3
504.7
16.5

1.6

10.3
1,567.4

219.2
967.8
343.0

5.0

30.7
1,565.7
$3,133.1

$245.1
46.1
98.4
1.8
7.0
398.4
915.5
63.4
04
41.5
355
1,056.3

422

77,421,683 shares issued and outstanding at March 31, 2015 and December 31, 2014, 0.1

respectively

December 31,
2014

$644.1
543.8
13.2
9.2
15.4
7.4
1,233.1

221.9
929.3
341.5

9.1

26.3
1,528.1
$2,761.2

$252.7
50.1
69.8
1.8
6.7
381.1
500.0
91.9
0.2
74.5
58.4
725.0

42.2

0.1
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Additional paid-in capital
Accumulated deficit

Total stockholders’ equity
Total liabilities and stockholders’ equity

See accompanying notes to condensed consolidated financial statements.
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1,870.6
(234.5
1,678.4
$3,133.1

1,831.9
) (219.1

1,655.1

$2,761.2
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XPO Logistics, Inc.

Condensed Consolidated Statements of Operations
(Unaudited)

(In millions, except per share data)

Revenue

Operating expenses

Cost of purchased transportation and services
Direct operating expense

Sales, general and administrative expense
Total operating expenses

Operating loss

Other expense

Interest expense

Loss before income tax benefit

Income tax benefit

Net loss

Cumulative preferred dividends

Net loss available to common shareholders
Basic loss per share

Net loss

Diluted loss per share

Net loss

Weighted average common shares outstanding
Basic weighted average common shares outstanding

Diluted weighted average common shares outstanding
See accompanying notes to condensed consolidated financial statements.

4

Three Months Ended March 31,

2015
$703.0

440.8
151.2
115.8
707.8
4.8
0.4
23.1
(28.3
(13.6
14.7
0.7
$(15.4

$(0.20
$(0.20

78.8
78.8

~— N N

2014
$282.4

224.0
4.0
75.8
303.8
(214
0.1
10.1
(31.6
(3.3
(28.3
0.8
$(29.1

$(0.70
$(0.70

41.3
41.3

— N N '




Edgar Filing: XPO Logistics, Inc. - Form 10-Q

Table of Contents

XPO Logistics, Inc.
Condensed Consolidated Statements of Cash Flows
(Unaudited)
(In millions)
Three Months Ended March 31,

2015 2014
Operating activities
Net loss $(14.7 ) $(28.3 )
Adjustments to reconcile net loss to net cash from operating activities
Provisions for allowance for doubtful accounts 1.1 2.2
Depreciation and amortization 33.8 11.3
Stock compensation expense 2.3 2.2
Accretion of debt 1.6 1.4
Deferred tax expense (15.8 ) (4.5 )
Loss on conversion of debt 6.5 2.3
Other (0.3 ) (0.1 )
Changes in assets and liabilities, net of effects of acquisitions:
Accounts receivable 50.6 (56.4 )
Income tax receivable 15.8 2.3
Prepaid expense and other current assets 4.6 ) 0.1
Other long-term assets (0.8 ) (0.1 )
Accounts payable (10.6 ) 48.7
Accrued expenses and other liabilities (17.6 ) 10.2
Cash flows provided (used) by operating activities 473 (8.7 )
Investing activities
Acquisition of businesses, net of cash acquired (58.2 ) (191.0 )
Payment for purchases of property and equipment (114 ) (39 )
Other — 0.2
Cash flows used by investing activities (69.6 ) (194.7 )
Financing activities
Proceeds from common stock offerings — 414.0
Payment for equity issuance costs — (0.8 )
Proceeds from issuance of senior notes 414.7 —
Payment for debt issuance costs 4.5 ) —
Repayment of borrowings on revolving credit facility — (75.0 )
Payment for cash held as collateral in lending arrangement — (11.3 )
Receipt of cash held as collateral in lending arrangement 5.0 —
Dividends paid to preferred stockholders (0.7 ) (0.7 )
Other 2.0 ) (0.4 )
Cash flows provided by financing activities 412.5 325.8
Net increase in cash 390.2 122.4
Cash and cash equivalents, beginning of period 644.1 21.5
Cash and cash equivalents, end of period $1,034.3 $143.9
Supplemental disclosure of cash flow information:
Cash paid for interest $39.9 $4.3
Cash received from income taxes $(13.9 ) $(1.5 )
Equity portion of acquisition purchase price $0.8 $108.8
Equity issued upon conversion of debt $35.6 $10.5
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See accompanying notes to condensed consolidated financial statements.
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XPO Logistics, Inc.

Condensed Consolidated Statements of Changes in Stockholders’ Equity
For the Three Months Ended March 31, 2015

(Unaudited)

(In millions, except for share data)

Is’f:fee:ir?d Stock Common Stock Paid-In  Accumulated

Shares Amount Shares Amount Capital  Deficit Total
Balance, December 31, 2014 73 $422 77422 $0.1 $1,831.9 $(219.1 ) $1,655.1
Net loss — — — — — (14.7 ) $(14.7 )
Exercise of warrants and stock options and

— — 104 — — — $—
other
Issuance of common stock for acquisitions — — 22 — 0.8 — $0.8
Issuaqce of common stock upon conversion o 2111 — 35.6 o $35.6
of senior notes, net of tax
Dividend paid — — — — — (0.7 ) $0.7 )
Stock compensation expense — — — — 2.3 — $2.3
Balance, March 31, 2015 73 $42.2 79,659 $0.1 $1,870.6 $(2345 ) $1,6784

See accompanying notes to condensed consolidated financial statements.
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XPO Logistics, Inc.

Notes to Condensed Consolidated Financial Statements

Three Months Ended March 31, 2015 and 2014

(Unaudited)

(In millions)

1. Organization

Nature of Business

XPO Logistics, Inc. and its subsidiaries (“XPO” or the “Company,”)—provide transportation and logistics services to
thousands of customers through two reportable segments:

Transportation—provides transportation brokerage services to large multi-national, medium-sized and small business
customers where the Company manages all aspects of the services offered including selecting qualified
carriers/vessels, negotiating rates, tracking shipments, billing and resolving disputes. Transportation offers a
comprehensive suite of services with the common goal of facilitating the movement of goods using proprietary
transportation management technology and third-party carriers. Under the Company’s cross-selling initiative, all
services are offered to all customers to fulfill their shipping requirements. The Company provides truckload, less-than
truckload and intermodal brokerage, and last-mile delivery logistics services. Such services are arranged using
relationships with subcontracted motor and rail carriers, as well as vehicles that are owned and operated by
independent contract drivers. The Company also provides for the management of time-critical, urgent shipments,
transacted through direct selling and through our web-based technology to customers in North America. Expedited
ground services are provided through a fleet of exclusive-use vehicles that are owned and operated by independent
contract drivers, referred to as owner operators, and through contracted third-party motor carriers. For shipments
requiring air charter, service is arranged using our relationships with third-party air carriers. The Company provides
freight forwarding and ocean transportation services to North America-based customers with domestic and global
interests. These transportation services are sold and arranged through a network of Company-owned and
independently-owned offices in the United States, Canada, Europe and Asia.

Logistics—provides highly engineered, technology-enabled contract logistics to large multi-national and medium-sized
corporations and government agencies. These services include value-added warehousing and distribution, reverse
logistics, transportation management, freight bill audit and payment, lean manufacturing support, aftermarket support
and supply chain optimization.

For specific financial information relating to the above segments, refer to Note 13—Segment Reporting.

2. Basis of Presentation and Significant Accounting Policies

Basis of Presentation

The accompanying unaudited condensed consolidated financial statements of the Company have been prepared
pursuant to the rules and regulations of the Securities and Exchange Commission (“SEC”) and in accordance with the
instructions to Form 10-Q. Certain information and note disclosures normally included in annual financial statements
have been condensed or omitted pursuant to those rules and regulations. However, management believes that the
disclosures contained herein are adequate to make the information presented not misleading.

These unaudited condensed consolidated financial statements reflect, in the opinion of the Company, all material
adjustments (which include only normal recurring adjustments) necessary to fairly present the Company’s financial
position as of March 31, 2015 and December 31, 2014, and results of operations for the three-month periods ended
March 31, 2015 and 2014. Intercompany transactions have been eliminated in the condensed consolidated balance
sheets and results of operations. Where the presentation of these intercompany eliminations differs between the
consolidated and reportable segment financial statements, reconciliations of certain line items are provided.

These unaudited condensed consolidated financial statements and notes thereto should be read in conjunction with the
audited consolidated financial statements and notes thereto for the fiscal year ended December 31, 2014 that are set
forth in the Company’s Annual Report on Form 10-K, a copy of which is available on the SEC’s website
(www.sec.gov). Results of operations for interim periods are not necessarily indicative of results to be expected for a
full year.

10
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Use of Estimates

The Company prepares its unaudited condensed consolidated financial statements in conformity with accounting
principles generally accepted in the United States of America. These principles require management to make estimates
and assumptions that impact the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the condensed consolidated financial statements and the reported amounts of revenue and
expense during the reporting period. The Company reviews its estimates on a regular basis and makes adjustments
based on historical experience and existing and expected future conditions. Estimates are made with respect to, among
other matters, recognition of revenue, costs of purchased transportation and services, direct operating expenses,
recoverability of long-lived assets, estimated legal accruals, estimated restructuring accruals, valuation allowances for
deferred taxes, reserve for uncertain tax positions, probability of achieving performance targets for vesting of
performance-based restricted stock units, and allowance for doubtful accounts. These evaluations are performed and
adjustments are made as information is available. Management believes that these estimates, which have been
discussed with the Audit Committee of the Company’s Board of Directors, are reasonable; however, actual results
could differ from these estimates.

Significant Accounting Policies

Revenue Recognition

The Company recognizes revenue at the point in time when delivery is completed and the shipping terms of the
contract have been satisfied, or in the case of the Company’s Logistcs segment, based on specific, objective criteria
within the provisions of each contract as described below. Related costs of delivery and service are accrued and
expensed in the same period the associated revenue is recognized. Revenue is recognized once the following criteria
have been satisfied:

Persuasive evidence of an arrangement exists;

Services have been rendered;

The sales price is fixed or determinable; and

Collectability is reasonably assured.

The Company’s Logistics segment recognizes a significant portion of its revenue based on objective criteria that do not
require significant estimates or uncertainties. Revenues on cost-reimbursable contracts are recognized by applying a
factor to costs as incurred, such factor being determined by the contract provisions. Revenues on unit-price contracts
are recognized at the contractual selling prices of work completed. Revenues on time and material contracts are
recognized at the contractual rates as the labor hours and direct expenses are incurred. Revenues from fixed-price
contracts are recognized as services are provided, unless revenues are earned and obligations fulfilled in a different
pattern. Generally, the contracts contain provisions for adjustments to future pricing based upon changes in volumes,
services and other market conditions, such as inflation. Revenues relating to such incentive or contingency payments
are recorded when the contingency is satisfied and the Company concludes the amounts are earned.

The Company evaluates all agreements for multiple elements and aggregation of individual agreements into multiple
element agreements. Within its intermodal business, the Company has entered into certain agreements that represent
multiple-deliverable arrangements. Deliverables under the arrangements represent separate units of accounting that
have stand-alone value and no customer-negotiated refunds or return rights exist for the delivered services. These
deliverables consist of network management fees, equipment use fees, ocean carrier intermodal services and drayage
services. Revenue is allocated to each deliverable based on the relative selling price method. The relative selling price
method is based on a hierarchy consisting of vendor-specific objective evidence (“VSOE”), if available, third-party
evidence (“TPE”), if VSOE is not available, or estimated selling prices (“ESP”), if neither VSOE nor TPE is available. For
the ocean carrier intermodal and drayage services, revenue is allocated based on VSOE. VSOE is not available for
either the network management fees or the equipment fees. TPE was established for the equipment fees by evaluating
similar and interchangeable competitor services in stand-alone sales. TPE could not be established for the network
management fees. Therefore, the Company determined ESP for the network management fees by considering several
external and internal factors including, but not limited to, pricing practices, similar product offerings, margin

12
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objectives and internal costs. ESP for each deliverable is updated, when appropriate, to ensure that it reflects recent
pricing experience. Revenue is recognized for each of the deliverables when the revenue recognition conditions

discussed above are met. No other multiple element arrangements have been identified.

For all lines of business (other than our managed expedited freight business and our logistics segment with respect to
those transactions where our contract logistics business is serving as the customer’s agent in arranging purchased
transportation), the Company reports revenue on a gross basis in accordance with the Financial Accounting Standards
Board’s (“FASB”) Accounting Standard Codification (“ASC”) Topic 605, “Reporting Revenue Gross as Principal Versus
Net as an Agent.” The Company believes presentation on a gross basis is appropriate under ASC Topic 605 in light of
the following factors:

8
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The Company is the primary obligor and is responsible for providing the service desired by the customer.

The customer holds the Company responsible for fulfillment, including the acceptability of the service (requirements
may include, for example, on-time delivery, handling freight loss and damage claims, establishing pick-up and
delivery times, tracing shipments in transit, and providing contract-specific services).

For the Company’s expedited, truck brokerage, last mile and intermodal businesses, the Company has complete
discretion to select contractors or other transportation providers (collectively, “service providers”). For its freight
forwarding business, the Company enters into agreements with significant service providers that specify the cost of
services, among other things, and has ultimate authority in providing approval for all service providers that can be
used by its independently-owned stations. Independently-owned stations may further negotiate the cost of services
with approved service providers for individual customer shipments.

The Company has complete discretion to establish sales and contract pricing. Independently-owned stations within its
freight forwarding business have the discretion to establish sales prices.

The Company bears credit risk for all receivables. In the case of freight forwarding, the independently-owned stations
reimburse the Company for a portion (typically 70-80%) of credit losses. The Company retains the risk that the
independent station owners will not meet this obligation.

For certain of the Company’s subsidiaries in both of its segments, revenue is recognized on a net basis in accordance
with ASC Topic 605 because the Company does not serve as the primary obligor.

The Company’s freight forwarding operations collects certain taxes and duties on behalf of their customers as part of
the services offered and arranged for international shipments. The Company’s accounting policy is to present these
collections on a gross basis with revenue recognized of $4.1 million and $1.0 million for the three-month periods
ended March 31, 2015 and 2014, respectively.

Accrued Expenses, Other

Accrued expenses, other consist primarily of accrued estimated litigation liabilities; accrued purchased services;
accrued interest on the Company's outstanding debt; accrued equipment costs, including maintenance; accrued
transportation and facility charges; accrued insurance claims; deferred revenue; and other accrued expenses, including
accrued property and other taxes and other miscellaneous accrued expenses. The following table outlines the
Company’s accrued expenses, other as of March 31, 2015 and December 31, 2014 (in millions):

As of December 31,
As of March 31, 2015 2014

Estimated litigation liabilities $44.7 $11.5
Accrued purchased services 25.0 18.9
Accrued interest 7.5 15.1
Accrued equipment costs 6.9 7.4
Accrued transportation and facility charges 5.2 4.9
Accrued insurance claims 32 5.8
Deferred revenue 2.0 2.1
Other accrued expenses 39 4.1

Total Accrued Expenses, Other $98.4 $69.8

14
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Other Long-Term Liabilities

Other long-term liabilities consist primarily of asset retirement obligations; reserves for uncertain tax positions;
deferred rent liabilities; unfavorable leasehold interests (recorded as part of purchase accounting); vacant rent
liabilities; an unfavorable customer contract (recorded as part of purchase accounting); certain liability insurance
reserves; and other long-term liabilities. The unfavorable leasehold interest liabilities are amortized through rent
expense on a straight-line basis over the remaining lease term. The unfavorable customer contract is amortized as an
offset to direct operating expense on an accelerated basis over the period of economic benefit based on the estimated
cash flows attributable to the intangible asset. The following table outlines the Company’s other long term liabilities as
of March 31, 2015 and December 31, 2014 (in millions):

As of December 31,
As of March 31, 2015 2014

Acquisition-related holdbacks $— $21.1
Asset retirement obligations 7.7 7.5
Uncertain tax positions 5.9 6.7
Long-term portion of deferred rent liability 5.8 5.3
Unfavorable leasehold interests 4.5 52
Long-term portion of vacant rent liability 3.7 39
Unfavorable customer contract 33 3.8
Long-term workers compensation insurance claims 3.7 3.7
Other long-term liabilities 0.9 1.2

Total Other Long-Term Liabilities $35.5 $58.4

Fair Value Measurements

FASB ASC Topic 820, “Fair Value Measurements and Disclosures,” defines fair value as the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date and classifies the inputs used to measure fair value into the following hierarchy:

{.evel 1—Quoted prices for identical instruments in active markets;

Level 2—Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in
markets that are not active; and model-derived valuations in which all significant inputs are observable in active
markets; and

Level 3—Valuations based on inputs that are unobservable, generally utilizing pricing models or other valuation
techniques that reflect management’s judgment and estimates.

At March 31, 2015 and December 31, 2014, the Company’s Level 1 financial assets that were accounted for at fair
value on a recurring basis included $376.3 million and $330.8 million of money market funds included in cash and
cash equivalents in the condensed consolidated balance sheet, respectively.

Estimated Fair Value of Financial Instruments

The aggregate net fair value estimates are based upon certain market assumptions and pertinent information available
to management. The respective carrying value of certain financial instruments approximated their fair values as of the
periods ended March 31, 2015 and December 31, 2014. These financial instruments include cash, accounts receivable,
notes receivable, accounts payable, accrued expense, and current maturities of long-term debt. Fair values
approximate carrying values for these financial instruments since they are short-term in nature and are receivable or
payable on demand.

As of March 31, 2015, the Company had outstanding $900.0 million face value of Senior Notes due 2019, which the
Company is obligated to repay at face value unless they are redeemed prior to the maturity date. Holders of the Senior
Notes due 2019 are due interest semiannually in arrears on March 1 and September 1 of each year commencing March
1, 2015 and maturing on September 1, 2019. Prior to September 1, 2016, the Company may redeem some or all of the
Senior Notes due 2019 at a price equal to 100% of the principal amount of the notes plus the applicable “make-whole”
premium. Additionally, the Company may redeem some or all of the Senior Notes due 2019 beginning on September
1, 2016 at the initial redemption price of 103.938% of their principal amount, plus accrued interest. The redemption

15
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price will decline each year after 2016 and will be 100% of their principal amount, plus accrued interest, beginning on
September 1, 2018. In addition, on or prior to September 1, 2016, the Company may redeem up to 40% of the
aggregate principal amount of Senior Notes due 2019 with the proceeds of certain equity offerings at 107.875% of
their principal amount plus accrued interest. The fair value of the Senior Notes due 2019 was $955.1 million as of
March 31, 2015 based on Level 1 market data.

10
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As of March 31, 2015, the Company had outstanding $72.1 million face value of Convertible Notes, which the
Company is obligated to repay at face value unless the holder agrees to a lesser amount or elects to convert all or a
portion of such notes into the Company’s common stock. Holders of the Convertible Notes are due interest
semiannually in arrears on April 1 and October 1 of each year. The conversion rate is 60.8467 shares of common stock
per $1,000 principal amount of notes (equivalent to an initial conversion price of approximately $16.43 per share of
common stock) and is subject to adjustment in some events but will not be adjusted for any accrued and unpaid
interest. The fair value of the Convertible Notes was $202.8 million as of March 31, 2015 based on Level 1 market
data.

For additional information refer to Note 6—Debt.

3. Acquisitions

2015 Acquisitions

UX Specialized Logistics

On February 9, 2015, the Company entered into an Asset Purchase Agreement with Earlybird Delivery Systems, LL.C
to acquire all of the outstanding capital stock of UX Specialized Logistics, LLC (“UX”). The fair value of the total
consideration paid under the UX Asset Purchase Agreement was $58.9 million and consisted of $58.1 million of cash
paid at the time of closing, including an estimate of the working capital adjustment, and $0.8 million of equity. UX
provides last mile logistics and same day delivery services for major retail chains and e-commerce companies.

The UX acquisition was accounted for as a business combination in accordance with ASC Topic 805 “Business
Combinations.” Assets acquired and liabilities assumed were recorded in the accompanying condensed consolidated
balance sheet at their estimated fair values as of February 9, 2015 with the remaining unallocated purchase price
recorded as goodwill. As a result of the acquisition, the Company recorded goodwill of $28.8 million and
definite-lived intangible assets of $18.8 million. All goodwill relates to the Transportation reportable segment and is
fully deductible for income tax purposes. As of March 31, 2015, the purchase price is considered final except for the
settlement of any working capital adjustments and the fair value of accounts receivable, property & equipment,
definite-lived intangible assets, taxes and assumed liabilities.

2014 Acquisitions

New Breed Logistics

On July 29, 2014, the Company entered into a definitive Agreement and Plan of Merger (the “New Breed Merger
Agreement”) with New Breed, providing for the Company to acquire all of New Breed (the “New Breed Transaction”).
New Breed is a provider of highly engineered contract logistics solutions for multi-national and medium-sized
corporations and government agencies in the United States. The closing of the transaction was effective on September
2,2014. At the closing, the Company paid $615.9 million in cash including a $1.1 million estimate of the working
capital adjustment.

In conjunction with the New Breed Merger Agreement, the Company entered into a subscription agreement with
Louis DeJoy, the Chief Executive Officer of New Breed. Pursuant to the subscription agreement, Mr. DeJoy
purchased $30.0 million of unregistered XPO common stock at a per share purchase price in cash equal to (1) the
closing price of XPO common stock on the New York Stock Exchange on July 29, 2014 with respect to 50% of such
purchase and (2) the closing price of XPO common stock on the New York Stock Exchange on the trading day
immediately preceding September 2, 2014 with respect to the remaining 50% of such purchase. Due to the
interrelationship between the New Breed Merger Agreement and the subscription agreement, the Company considers
the substance of the consideration paid to be a combination of net cash and equity as described below.

The fair value of the total consideration paid under the New Breed Merger Agreement was $615.9 million and
consisted of $585.8 million of net cash paid at the time of closing, including an estimate of the working capital
adjustment, and $30.1 million of equity representing the fair value of 1,060,598 shares of the Company’s common
stock at the closing market price of $32.45 per share on September 2, 2014 less a marketability discount on the shares
issued due to a holding period restriction. The net cash paid at the time of closing consisted of $615.8 million less the
$30.0 million used by Louis DeJoy to purchase XPO common stock per the subscription agreement.

17
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The New Breed Transaction was accounted for as a business combination in accordance with ASC 805 “Business
Combinations.” Assets acquired and liabilities assumed were recorded in the accompanying condensed consolidated
balance sheet at their estimated fair values as of September 2, 2014, with the remaining unallocated purchase price
recorded as goodwill. Goodwill represents the expected synergies and cost rationalization from the merger of
operations as well as intangible assets that do not qualify for separate recognition such as an assembled workforce.
The following table outlines the consideration transferred and purchase price allocation at the respective estimated fair
values as of September 2, 2014 (in millions):
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Consideration $615.9

Cash and cash equivalents 1.8

Accounts receivable 112.1

Prepaid and other current assets 11.8

Income tax receivable 17.9

Restricted cash 8.5

Property and equipment 112.7
Trademarks/trade names 4.5
Contractual customer relationships asset 115.1
Contractual customer relationships liability (5.6 )
Non-contractual customer relationships 15.2

Other long-term assets 7.3

Accounts payable (7.7 )
Accrued expenses (33.4 )
Deferred tax liabilities, non-current (78.1 )
Other long-term liabilities 9.3 )
Goodwill $353.1

As of March 31, 2015, the purchase price allocation is considered final, except for the fair value of taxes and assumed
liabilities. All goodwill relates to the Logistics reportable segment. The goodwill as a result of the acquisition is not
deductible for income tax purposes. The working capital adjustments in connection with this acquisition have been
finalized, and there was no material change in the purchase price as a result.

Atlantic Central Logistics

On July 28, 2014, the Company entered into a Stock Purchase Agreement with Perry Barbaruolo, Thomas G. Bartley,
Robert Humes 11, Jeffrey E. Patterson, Brian Ruane, The Bryn Mawr Trust Company of Delaware, as Trustee of the
Perry Barbaruolo 2014 Delaware Trust, Thomas Bartley, as Trustee of the Janice C. Day 2014 Trust, Thomas Bartley,
as Trustee of the Jessica M. Clark 2014 Trust, Thomas Bartley, as Trustee of the Jacqueline M. Patterson 2014 Trust,
Thomas Bartley, as Trustee of the Patterson 2014 Grandchildren's Trust, The Bryn Mawr Trust Company of Delaware
as Trustee of the Brian Ruane 2014 Delaware Trust, and The Bryn Mawr Trust Company of Delaware, as Trustee of
the Richard Roberts 2014 Trust to acquire all of the outstanding capital stock of Simply Logistics, Inc. d/b/a Atlantic
Central Logistics (“ACL”) for $36.2 million in cash consideration and deferred payments. ACL provides e-commerce
fulfillment services by facilitating the time-sensitive, local movement of goods between distribution centers and the
end-consumer.

The ACL acquisition was accounted for as a business combination in accordance with ASC Topic 805 “Business
Combinations.” Assets acquired and liabilities assumed were recorded in the accompanying condensed consolidated
balance sheet at their estimated fair values as of July 28, 2014 with the remaining unallocated purchase price recorded
as goodwill. As a result of the acquisition, the Company recorded goodwill of $24.7 million and definite-lived
intangible assets of $12.5 million. All goodwill relates to the Transportation reportable segment. The goodwill as a
result of the acquisition is not deductible for income tax purposes. As of March 31, 2015, the purchase price is
considered final except for the fair value of taxes and assumed liabilities. The working capital adjustments in
connection with this acquisition have been finalized, and there was no material change in the purchase price as a
result.

Pacer International

On January 5, 2014, the Company entered into a definitive Agreement and Plan of Merger (the “Pacer Merger
Agreement”) with Pacer International, Inc. (“Pacer”), providing for the acquisition of Pacer by the Company (the “Pacer
Transaction”). Pacer is an asset-light North American freight transportation and logistics services provider. The closing
of the transaction was effective on March 31, 2014 (the “Effective Time”).

At the Effective Time, each share of Pacer’s common stock, par value $0.01 per share, issued and outstanding
immediately prior to the Effective Time was converted into the right to receive (i) $6.00 in cash and (ii) 0.1017 of a
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share of XPO common stock, which amount is equal to $3.00 divided by the average of the volume-weighted average
closing prices of XPO common stock for the ten trading days prior to the Effective Time (the ‘“Pacer Merger
Consideration”). Pursuant to the terms of the Pacer Merger Agreement, all vested and unvested Pacer options
outstanding at the Effective Time were settled in
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cash based on the value of the Pacer Merger Consideration. In addition, all Pacer restricted stock, and all vested and
unvested Pacer restricted stock units and performance units outstanding at the Effective Time were converted into the
right to receive the Pacer Merger Consideration. The fair value of the total consideration paid under the Pacer Merger
Agreement was $331.5 million and consisted of $223.3 million of cash paid at the time of closing and $108.2 million
of equity representing the fair value of 3,688,246 shares of the Company’s common stock at the closing market price of
$29.41 per share on March 31, 2014 less a marketability discount on a portion of shares issued to certain former Pacer
executives due to a holding period restriction. The marketability discount did not have a material impact on the fair
value of the equity consideration provided.

The Pacer Transaction was accounted for as a business combination in accordance with ASC 805 “Business
Combinations.” Assets acquired and liabilities assumed were recorded in the accompanying condensed consolidated
balance sheet at their fair values as of March 31, 2014, with the remaining unallocated purchase price recorded as
goodwill. Goodwill represents the expected synergies and cost rationalization from the merger of operations as well as
intangible assets that do not qualify for separate recognition such as an assembled workforce. The following table
outlines the consideration transferred and purchase price allocation at the respective fair values as of March 31, 2014
(in millions):

Consideration $331.5

Cash and cash equivalents 22.3

Accounts receivable 119.6

Prepaid and other current assets 9.4

Deferred tax assets, current 1.4

Property and equipment 43.5
Trademarks/trade names 2.8
Non-compete agreements 23
Contractual customer relationships 66.3
Non-contractual customer relationships 1.0

Deferred tax assets, long-term 1.4

Other long-term assets 24

Accounts payable (71.6 )
Accrued salaries and wages (3.1 )
Accrued expenses, other (50.6 )
Other current liabilities 2.0 )
Other long-term liabilities (11.6 )
Goodwill $198.0

As of March 31, 2015, the purchase price allocation is considered final. All goodwill relates to the Transportation
reportable segment. The carryover of the tax basis in goodwill is deductible for income tax purposes while the step-up
in goodwill as a result of the acquisition is not deductible for income tax purposes. Total tax deductible goodwill was
$323.2 million on the acquisition date of March 31, 2014. The difference between book and tax goodwill represents
the tax basis in goodwill from acquisitions made by Pacer prior to the acquisition by XPO.
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Pro Forma Financial Information

The following unaudited pro forma consolidated results of operations for the three-month periods ended March 31,
2015 and 2014 present consolidated information of the Company as if the acquisitions of New Breed and Pacer had
occurred as of January 1, 2014 (in millions):

Pro Forma Three Pro Forma Three
Months Ended Months Ended
March 31, 2015 March 31, 2014
Revenue $703.0 $662.1
Operating loss $(4.8 ) $(20.9 )
Net loss available to common shareholders $(15.4 ) $(40.8 )
Loss per common share
Basic $(0.20 ) $(0.77 )
Diluted $(0.20 ) $(0.77 )

The unaudited pro forma 