
QUALITY DISTRIBUTION INC
Form S-1
April 30, 2010
Table of Contents

As filed with the Securities and Exchange Commission on April 30, 2010

Registration No. 333-            

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form S-1

REGISTRATION STATEMENT
UNDER

THE SECURITIES ACT OF 1933

QUALITY DISTRIBUTION, INC.
(Exact name of registrant as specified in charter)

Florida 4213 59-3239073
(State or other jurisdiction of (Primary Standard Industrial (I.R.S. Employer

Edgar Filing: QUALITY DISTRIBUTION INC - Form S-1

Table of Contents 1



incorporation or organization) Classification Code Number) Identification Number)
4041 Park Oaks Blvd., Suite 200

Tampa, Florida 33610

(813) 630-5826

(Address, including zip code, and telephone number, including area code, of registrant�s principal executive offices)

Jonathan C. Gold

Senior Vice President, General Counsel and Secretary

Quality Distribution, Inc.

4041 Park Oaks Blvd., Suite 200

Tampa, Florida 33610

(813) 630-5826

With copies to:

Gregory Ezring, Esq.

O�Melveny & Myers LLP

7 Times Square

New York, New York 10036

(212) 326-2000

Michael Kaplan, Esq.

Davis Polk & Wardwell LLP

450 Lexington Avenue

New York, New York 10017

(212) 450-4000
(Name, address, including zip code, and telephone number, including area code, of agent for service of process)

Approximate date of commencement of proposed sale to the public: As soon as practicable after this Registration Statement becomes
effective.

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933 check the following box.  ¨

Edgar Filing: QUALITY DISTRIBUTION INC - Form S-1

Table of Contents 2



If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering.  ¨

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.  ¨

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.  ¨

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 ¨ Accelerated filer ¨

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company x

CALCULATION OF REGISTRATION FEE

Title of each Class of

Securities to be Registered

Proposed

Maximum
Aggregate

Offering Price(1)
Amount of

Registration Fee
Common Stock, no par value per share ............................................................................................ $65,000,000 $4,635
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The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the
Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933, as amended, or until the Registration Statement shall become effective on
such date as the Commission, acting pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement
filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these securities and it is not
soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED APRIL 30, 2010

                                                        Shares

Quality Distribution, Inc.

Common Stock

We are selling all of the shares of common stock being offered hereby.

Our common stock is listed on The NASDAQ Global Market under the symbol �QLTY.� The last reported sale price on April 29, 2010 was $7.75
per share.

The underwriters have an option to purchase up to              additional shares from us to cover over-allotments of shares. The underwriters can
exercise this right at any time and from time to time, in whole or in part, within 30 days after the offering.

Investing in our common stock involves risks. See �Risk Factors� beginning on page 11 of this prospectus.

Price to
Public

Underwriting
Discounts and
Commissions

Proceeds to
Quality

Distribution, Inc.
Per Share $ $ $
Total $ $ $
Delivery of the shares of common stock will be made on or about             , 2010.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined that this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The date of this prospectus is             , 2010.
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You should rely only on the information contained in or incorporated by reference in this prospectus and any free writing prospectus that we
may provide to you. Neither we nor the underwriters have authorized anyone to provide you with any other information. You should not assume
that the information contained in this prospectus is accurate as of any date other than the date of this prospectus or that information contained in
any document incorporated or deemed to be incorporated by reference is accurate as of any date other than the date of that document.

The distribution of this prospectus in some jurisdictions may be restricted by law. Persons who receive this prospectus should inform themselves
about and observe any such restrictions. This prospectus does not constitute, and may not be used in connection with, an offer or solicitation by
anyone in any jurisdiction in which such offer or solicitation is not authorized or in which the person making such offer or solicitation is not
authorized or in which the person making such offer or solicitation is not qualified to do so or to any person to whom it is unlawful to make such
offer or solicitation.

Our logo and other trademarks mentioned in this prospectus or any document incorporated by reference herein are our property. Solely for
convenience, our trademarks referred to in this prospectus are without the ® or � symbol, as applicable, but such references are not intended to
indicate, in any way, that we will not assert, to the fullest extent under applicable law, our rights to these trademarks. Other brand names or
trademarks appearing in this prospectus or any document incorporated by reference herein are the property of the respective owners.

i
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Certain Terms

In this prospectus, unless the context otherwise requires or indicates:

� the terms �our company,� �Quality Distribution,� �QDI,� �we,� �us� and �our� refer to Quality Distribution, Inc. and its consolidated subsidiaries
and their predecessors; the term �QD LLC� refers to our wholly owned subsidiary, Quality Distribution, LLC, and its consolidated
subsidiaries and their predecessors; and �QD Capital� means QD Capital Corporation, a Delaware corporation, our wholly owned
subsidiary and, together with QD LLC, a co-issuer of the 9% Notes, the 2012 Notes, the 2013 Senior Notes and the 2013 PIK Notes.

� �Apollo� means Apollo Management, L.P., together with its affiliates;

� the �2012 Notes� means our outstanding Senior Floating Rate Notes due 2012, Series A;

� the �9% Notes� means our outstanding 9% Senior Subordinated Notes due 2010;

� the �2013 Senior Notes� means our outstanding 10% Senior Notes due 2013;

� the �2013 PIK Notes� means our outstanding 11.75% Senior Subordinated PIK Notes due 2013; and

� the �ABL Facility� means the asset-based revolving credit facility that we entered into on December 18, 2007, as it may be amended,
modified, refinanced or replaced.

Market and Industry Data

Market and industry data and other statistical information used throughout this prospectus are based on independent industry publications,
government publications and other published independent sources, including Bulk Transporter�s Tank Truck Carrier 2008 Annual Gross
Revenue Report and publications of the Association of American Railroads (�AAR�). Some data are also based on our good faith estimates, which
are derived from our review of management�s knowledge of the industry and independent sources. Although we believe that this information is
reliable, we cannot guarantee its accuracy and completeness, nor have we independently verified it. We also obtain certain other market share
and industry data from internal company analyses and management estimates, and based on our knowledge of the industry. While we believe
such internal company analyses and management estimates are reliable, no independent sources have verified such analyses and estimates.
Although we are not aware of any misstatements regarding the market share and the industry data that we present in this prospectus, our
estimates involve risks and uncertainties and are subject to change based on various factors, including those discussed under �Risk Factors� and
�Forward-Looking Statements and Certain Considerations.�

ii
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Prospectus Summary

This summary may not contain all the information that may be important to you. You should read the entire prospectus and the documents
incorporated and deemed to be incorporated by reference herein, including the financial statements and related notes, before making an
investment decision. Unless otherwise expressly stated or the context otherwise requires, all information in this prospectus assumes that the
over-allotment option granted to the underwriters is not exercised.

Our Company

We operate the largest chemical bulk tank truck network in North America through our wholly owned subsidiary, Quality Carriers, Inc. (�QCI�),
and are also the largest provider of ISO (International Organization for Standardization) container and depot services in North America through
our wholly owned subsidiary, Boasso America Corporation (�Boasso�). We service customers across North America through our asset-light
network of 28 independent affiliates, 95 trucking terminals (86 of which are operated by independent affiliates), 8 ISO depot services terminals
and approximately 2,300 drivers (approximately 2,200 of whom work within our independent affiliate network). We also own approximately
5,000 trailers, the majority of which we lease to our independent affiliates to help facilitate our business. Given the specialty nature of the
services we provide and the size of our existing network, we believe there are significant barriers to entry to our industry.

In 2009, we generated operating revenue of $613.6 million, of which the bulk tank truck business accounted for $460.4 million or 75% and
Boasso accounted for $79.5 million or 13%. The remaining $73.7 million consisted primarily of rental revenue and revenue from our tank wash
business, which we sold during the fourth quarter of 2009. In 2009, our net cash provided by operating activities was $39.7 million and Free
Cash Flow (as defined below) was $39.1 million.

Trucking

In our bulk tank truck business, we primarily transport a broad range of chemical products and provide our customers with logistics and other
value-added services. We believe we have the leading market share (estimated at 15% in 2008) in the chemical and food grade bulk
transportation market (estimated at $4.0 billion in 2008). We are a core carrier for many of the major companies engaged in chemical processing
including Ashland, BASF, Dow, DuPont, ExxonMobil, Georgia-Pacific, Honeywell, Procter & Gamble, Sunoco and Unilever, and we provide
services to most of the top 100 chemical producers with United States operations.

Our independent affiliates generally own or lease their terminals, employ drivers and manage independent owner-operators, pay all tractor
operating expenses, lease trailers from us and provide national network capacity. Each affiliate is an independent company that generally has an
exclusive contract with us to operate under the Quality Carriers® mark and receive a percentage of gross revenues collected on each shipment
they transport. Typically, we receive 15% of the revenue (excluding fuel surcharges) generated by the independent affiliates and earn an
additional revenue stream from leasing trailers to them. We in turn provide various services to the independent affiliates, including working
capital, back office and sales support, technology support, insurance and cash flow management and regulatory compliance oversight. We also
lease our trailers to the independent affiliates (generating additional revenue above our typical 15% revenue share), who have significant
contractual limitations on their ability to lease or purchase trailers from sources other than us. We view the trailer leasing business as attractive
given the low upfront costs, long useful life, limited maintenance and attractive return on investment. Due to several factors, including our
ownership of the customer contracts and relationships, the presence of non-compete agreements with the independent affiliates, and our
ownership of the trailers, our relationships with the independent affiliates tend to be long-term in nature, with minimal voluntary turnover.

Twenty-six out of our 28 independent affiliates have been associated with us for more than five years and we derived approximately 90% of our
operating revenue in the fourth quarter of 2009 from independent affiliate operations. This affiliate-based model is an asset-light, variable-cost
based model that enables us to leverage our independent affiliates and better serve customers while minimizing fixed costs and maximizing
shareholder value. We believe this asset-light business model will enable us to benefit from an economic recovery without incurring substantial
capital expenditures.

1
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Our well-established coast-to-coast geographic footprint and our proximity to major chemical production facilities and ports afford us certain
advantages that many of our smaller competitors lack. These advantages include the ability to dedicate significant capacity with prompt response
times to customers across all of North America, enhanced lane density and efficiencies in driver recruiting.

Our transportation revenue is a function of the volume of shipments by the bulk chemical industry, prices, the average number of miles driven
per load, our market share and the allocation of shipments between tank truck transportation and other modes of transportation such as rail. The
volume of shipments of chemical products is, in turn, affected by many diverse industries and end-use markets, including consumer and
industrial products, paints and coatings, paper and packaging, agriculture and food products, and tends to vary with changing economic
conditions. We have recently experienced some year-over-year volume improvements and believe this trend could continue as the economy
recovers.

Container Services

Boasso is the largest North American provider of ISO tank container transportation and depot services, with eight terminals located in the
eastern half of the United States. In addition to intermodal ISO tank transportation services, Boasso provides tank cleaning, heating, testing,
maintenance and storage services to customers. Boasso provides local and over-the-road trucking primarily within proximity of the port cities
where its depots are located and also sells equipment that its customers use for portable alternative storage or office space.

Demand for ISO tank containers is driven by the volume of imports and exports of chemicals through United States ports. Boasso�s revenues are
accordingly impacted by this import/export volume, in particular the number and volume of shipments through ports at which Boasso has
terminals, as well as by Boasso�s market share. Economic conditions and differences among the laws and currencies of nations may impact the
volume of shipments as well. We believe this business will continue to benefit from the trend towards globalization of petrochemical production,
leading to greater quantities of chemicals being imported into North America.

Restructuring Initiatives

During the recent economic slowdown, we implemented several important initiatives designed to enhance our operating flexibility and improve
our competitive positioning. As a result, we believe we are well-placed to take advantage of opportunities as the economy recovers and volumes
in our industry rebound. These initiatives are summarized below:

� Simplification of business model and transition to asset-light independent affiliate network. We transitioned the majority of our
company-operated terminals to affiliates, resulting in a highly variable cost structure with relatively minimal capital investment
requirements. We also moved towards a smaller number of stronger independent affiliates leading to a simpler, more efficient
business model with improved customer service.

� Implemented majority of $50 million cost saving programs. During 2008 and 2009, we embarked on a major initiative
targeting more than $50 million in savings through reductions in overhead expenses, headcount reductions, closure of
selected facilities, and fuel purchase discounts, among other areas. We believe we have achieved a majority of these
savings to date, leading to improved competitive positioning and a more favorable and flexible cost structure. For
instance, we reduced corporate headcount by 35%, while our total number of employees decreased by 58%. We also
consolidated and rationalized under-performing terminals, reducing total number of terminals by 39% from 169 to 103,
while transitioning most of the business from these under-performing terminals to our remaining terminals.

� Divestiture of non-core tank wash business. In October 2009, we sold our tank wash business for $13.0 million. The business was
non-core to us and the sale enabled us to deploy our resources more efficiently and focus on growing the core transport business.

� Extension of debt maturities. In October 2009, we completed exchange and tender offers for our 9% Notes, which are due in 2010,
and our 2012 Notes, extending our principal near-term debt maturities to 2013. The transaction allowed us to leave in place our
existing lower cost debt under our ABL Facility with the flexibility of a capital structure that has no maintenance covenants so long
as borrowing availability under our ABL Facility exceeds $20 million.
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� Increased focus on cash flow generation. As a result of our shift to a more asset-light independent affiliate network, we believe we
have created a more cash-efficient business model. With minimal maintenance capital investment requirements, estimated at
approximately 1% of sales, we believe our business model allows for significant cash flow generation.

Our Competitive Strengths

We believe the following competitive strengths will enable us to sustain our market leadership and continue to grow our business.

Largest Tank Truck Network in a Fragmented Industry

We operate the largest tank truck network in North America with an estimated 15% share of the highly fragmented estimated $4.0 billion
for-hire chemical and food grade bulk transport market, based on Bulk Transporter�s Tank Truck Carrier 2008 Annual Gross Revenue Report.
We believe our unique large nationwide network covers all major North American chemical shippers and enables us to serve customers with
both international and national requirements better than competitors, the majority of which are regionally focused. Our size allows us, our
independent affiliates and our independent owner-operators to benefit from economies of scale in the purchasing of supplies and services,
including fuel, tires and insurance coverage. We believe our greater network density allows us to create efficiencies by increasing utilization
through reduced �empty miles� with more opportunities to generate backhaul loads.

Asset-Light Business Model

Our extensive use of independent affiliates and independent owner-operators results in a highly variable cost structure with relatively minimal
capital investment requirements. Due to our recent transition to a predominantly affiliate-based business model, we expect our capital
expenditures to generally amount to approximately 1% of operating revenues annually, compared to the industry average of more than 10% for
truckload carrier companies. This model also contributes to the stability of our cash flow and margins and increases our return on capital. The
independent affiliates are responsible for capital investments and most of the operating expenses related to the business they service, including
the capital costs related to purchasing and maintaining tractors. Typically, independent affiliates purchase or lease tractors for their business
directly from the manufacturers and lease trailers from us. Independent owner-operators are independent contractors who supply one or more
tractors and drivers for our own or our independent affiliates� use. As with independent affiliates, independent owner-operators are responsible
for most of the operating expenses related to the business they service, excluding costs related to the acquisition and maintenance of trailers. We
prefer to own the trailers as they provide us with a stable source of lease income, as well as access to attractive capital through the ABL Facility.

Core Carrier to Blue Chip Chemical Companies.

We provide services to most of the top 100 chemical producers with U.S. operations, including many Fortune 500 companies and other major
companies engaged in chemical processing. Our key customers include Ashland, BASF, Dow, DuPont ExxonMobil, Procter & Gamble and PPG
Industries. In 2009, our top 10 customers accounted for approximately 34% of our trucking revenue, and none of our customers accounted for
more than 9% of our trucking revenue in 2009. Our ability to maintain these business relationships reflects our service performance and
commitment to safety and reliability. We have established long-term customer relationships with these clients, which help us attract and retain
experienced independent affiliate terminal operators and drivers. Our team of national account vice presidents and directors have decades of
experience in our industry, which we believe enables them to provide practical solutions to complex customer issues.

Exposure to High Growth International Market.

Through Boasso�s operations, we have significant exposure to high growth international markets. Boasso is the leading provider of ISO tank
container over-the-road transportation and depot services in North America. The ISO tank container transportation market has experienced
significant growth recently as international chemical trade has increased and chemical manufacturers move towards greater utilization of ISO
tanks and standardized intermodal tank containers to efficiently transport their products around the world via sea, land and air. According to
USA Trade® Online, in the ten years from 1999-2009, total chemical imports and exports grew at a 6.3% compound annual growth rate, and for
the first two months of 2010, chemical import and export activity is up 13.7% year-over-year. Boasso�s tank container depots, which provide
transportation, cleaning, heating, testing, maintenance and storage services, are located at or near ports in Chalmette, LA; Houston, TX; Newark,
NJ; Charleston, SC; Chicago, IL; Detroit, MI and Jacksonville, FL.

3
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Safe and Efficient Operations

We have a strong emphasis on safety in our operations and have a relentless focus on improving productivity and efficiency. Over the past three
years, we have reduced our Department of Transportation (�DOT�) accident rating from 0.7 to 0.5, which was approximately 30% below the
national average of 0.7 in 2009. In addition, our Inspection Selection System (�ISS-D�) score of 28 exceeds minimum safety standards by a
significant margin. This proactive approach to safety has resulted in financial benefits by enabling us to reduce our insurance deductibles from
$5 million to $2 million and obtain letter of credit reductions of $17 million in the past few years. In addition, our insurance costs have
decreased from over $23 million in 2007 to approximately $14 million in 2009. Given the nature of the cargo we haul, which requires a high
degree of careful handling, we believe that our strong focus on safety creates a competitive advantage for us.

Strong Management Team with a Track Record of Success

Our management team, led by our Chief Executive Officer, Gary Enzor, successfully navigated our business through the recent economic
slowdown, by implementing cost savings measures and by leading the transition to an affiliate-based network, among other initiatives. We also
extended our principal debt maturities until mid-2013. As a result, we believe we are well positioned to benefit from an economic recovery.
Mr. Enzor, as well as our Chief Financial Officer, Steve Attwood, and other senior managers have significant managerial and operational
experience in our industry and have implemented various operational initiatives to improve productivity. Our management team has also
demonstrated its ability to acquire and integrate assets, as well as divest non-core businesses, as evidenced by the acquisition of Boasso in 2007
and the divestiture of the QSI tank wash business in October 2009.

Our Growth Strategy

Building on the strengths mentioned above, we plan to grow our revenue and increase cash flow and profitability as follows:

Pursue Attractive Growth Opportunities

Grow Business with Blue Chip Customers

We plan to leverage our strong existing relationships with the major chemical companies to increase our market share of these customers�
volumes. For example, in the past few years, due to our strong commitment to customer service, we have been the sole source provider for one
major chemical shipper and have grown revenue on its account from $2 million in 2005 to $16 million in 2009. In addition, we increased our
revenue with another major chemical distributor from $4 million in 2005 to $20 million in 2009 by leveraging our national network, solutions
approach and customer service. Through our dedicated salesforce, we maintain an active and robust pipeline of potential opportunities to grow
our business. We believe our business model allows our existing infrastructure to absorb significant additional volume without the need for
major capital expenditures.

Grow Through Acquisitions and New Affiliations

We have strong organizational competence that we believe will allow us to identify and evaluate potential opportunities to acquire assets and
businesses and increase our affiliate network. We believe we can make selective, highly accretive add-on acquisitions on an opportunistic basis
to supplement our existing core business. For example, in 2007, we acquired Boasso, the largest North American provider of ISO tank container
transportation and depot services. We are planning to add a new independent affiliate with approximately $20 million in annual revenue in the
near future. We are currently analyzing several opportunities and plan to continue to utilize acquisitions and affiliate additions to bolster our
growth.

Enhance Affiliate Trucking Operations

We have focused over the last two years and continue to focus on a less capital-intensive business model based on our 28 independent affiliates.
We believe these actions reduce certain fixed costs and provide a more flexible, variable cost structure. In
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2008 and 2009, we transitioned the majority of our company-operated terminals to independent affiliates. We also moved one-third of our sales
representatives to the independent affiliates to better cover key regional accounts. As a result of these actions, we generated approximately 90%
of our revenue in the fourth quarter of 2009 from independent affiliates. At the same time, due to our ownership of the customer contracts and
relationships, presence of non-compete agreements with the independent affiliates, and our ownership of the trailers, our relationships with the
independent affiliates tend to be long-term in nature, with minimal voluntary turnover. We also monitor volume performance of each affiliate on
a regular basis to ensure operating performance is in line with management�s expectations. We work proactively with our affiliates to take
corrective action or render assistance where appropriate and have certain contractual mechanisms in place to remedy sustained
underperformance. We believe our selected independent affiliates are also generally well-financed and have the capacity to increase their
revenue base while maintaining a high level of customer service,

Focus on Driver Recruitment and Retention

We are committed to being a driver-focused company that provides both technical support and personal respect to these professionals. We
believe we offer competitive compensation at a premium compared to most commercial driving opportunities. With an average haul length of
300 miles, the drivers are also generally home more frequently. Our driver organization contains field-based recruiters who augment the
friendly, small business environment provided by our business model. As the overall economy improves, we believe our ability to attract drivers
could prove to be a significant competitive advantage to us.

Increase Trailer Utilization

At December 31, 2009, we owned approximately 5,000 trailers, the majority of which we lease to affiliates. Trailer leasing is a key component
of our business model. Our independent affiliates have significant contractual limitations on their ability to lease or purchase trailers from
sources other than us, helping ensure their continued utilization. To increase our trailer utilization, we also actively pursue opportunities to lease
our trailers to third parties other than our independent affiliates. The operating leverage inherent in our business model allows a significant
portion of any incremental revenue generated through increased trailer utilization to flow through to our operating income.

Increase Equity Returns Through Debt Paydown

We intend to use the net proceeds from this offering to repay certain of our existing indebtedness and to use cash generated from operations to
further reduce our indebtedness as appropriate. Given our relatively low levels of maintenance capital expenditures, we believe that we will
continue to generate significant free cash flow to continue to reduce our indebtedness and to make targeted acquisitions.

Our Industry

Trucking

The bulk tank truck market in North America includes all products shipped by bulk tank truck carriers and consists mainly of liquid and dry bulk
chemicals (including plastics) and bulk dry and liquid food-grade products. We estimate, based on industry sources, that the highly fragmented
North American for-hire segment of the bulk transport market generated revenues of approximately $6.5 billion in 2008. We specifically operate
in the for-hire chemical and food grade bulk transport market (estimated at $4.0 billion in 2008). We believe we have the leading market share
(estimated at 15% in 2008) in this sector based on revenues. We operate the largest for-hire chemical bulk tank truck network in North America
comprising terminals, tractors and trailers. We believe being a larger carrier facilitates customer service and lane density, and provides a more
favorable cost structure. As such, we believe we are well-positioned to expand our business by increasing our market share.

The chemical bulk tank truck industry growth is generally dependent on volume growth in the industrial chemical industry, the rate at which
chemical companies outsource their transportation needs, the overall capacity of the rail system and, in particular, the extent to which chemical
companies make use of the rail system for their bulk chemical transportation needs.

5
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We consider the rolling 12-week average U.S. rail carloads of chemicals (calculated using the data reported by AAR on a weekly basis) a key
metric since it has historically correlated well with transportation activity involving chemicals. As summarized in the chart below, the
year-on-year comparison data for this metric has been trending positively recently, posting more than 20 consecutive weeks of growth through
April 24, 2010, which we believe could be a positive sign for our business prospects in this sector.

Year-Over-Year Growth of Rolling 12-Week Average of Carloads of Chemicals on U.S. Railroads

Source: Association of American Railroads (AAR).

Note: Data as of April 24, 2010.

We believe the most significant factors relevant to our future business growth are the ability to obtain additional business from existing
customers, add new customers, improve the utilization of our trailer fleet and add and retain qualified drivers.

Our industry is characterized by high barriers to entry such as the time and cost required to develop the operational infrastructure necessary to
handle sensitive chemical cargo, the financial and managerial resources required to recruit and train drivers, substantial industry regulatory
requirements, strong customer relationships and the significant capital investments required to build a fleet of equipment and establish a network
of terminals.

The tank truck business is competitive and fragmented. We compete primarily with other tank truck carriers and dedicated private fleets in
various states within the United States and Canada. Competition from for-hire carriers is composed of fewer than ten large carriers, most of
which have other businesses that do not compete with ours, and more than 200 smaller, primarily regional carriers. With respect to certain
aspects of our business, we also compete with intermodal transportation and railroads. Intermodal transportation has increased in recent years.
Competition for the bulk tank truck services is based primarily on rates and service. We believe that we enjoy significant competitive advantages
over other tank truck carriers because of our asset-light model, variable cost structure, overall fleet size and national terminal network.

Container Services

We estimate that the North American ISO tank container transportation and depot services market generated revenues of approximately $250
million in 2008. The ISO tank container business generally provides services that facilitate the global movement of liquid and dry bulk
chemicals, pharmaceuticals and food grade products.

6
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The proliferation of global import/export of bulk liquid chemicals has driven the movement of basic manufacturing out of the United States and
has resulted in an increase in chemical plant infrastructure to service these off-shore industries. Driven by this globalization, the ISO tank
container market is a growing sector of the overall liquid bulk chemical transportation sector. Furthermore, chemical manufacturers have sought
to efficiently transport their products by utilizing ISO tank containers. The resulting demand for distributors that can offer a broad range of
services within the supply chain will drive future growth in this sector. We believe that Boasso will benefit from these trends because of its
market leadership, experience and track record.

Boasso competes primarily with other national, regional and local tank truck carriers and dedicated private fleets as well as local and regional
dry container transporters. Competition in our ISO container services business depends on which competitors have facilities that are proximate
to the ports serviced by Boasso. Among competitors for a port location, competition is based primarily on rates and service.

Our Formation and Ownership

We were formed in 1994 as a holding company known as MTL Inc., which consummated its initial public offering on September 17, 1994. On
June 9, 1998, MTL Inc. was recapitalized through a merger with a corporation controlled by Apollo Investment Fund III, L.P. As a result of the
recapitalization, MTL Inc. became a private company. On August 28, 1998, we completed our acquisition of Chemical Leaman Corporation and
its subsidiaries, or CLC. Through the 1998 acquisition, we combined two of the then-leading bulk transportation service providers, namely,
Montgomery Tank Lines, Inc. and Chemical Leaman Tank Lines, Inc., under one operating company, Quality Carriers, Inc., or QCI. In 1999, we
changed our name from �MTL Inc.� to �Quality Distribution, Inc.� On May 30, 2002, as part of a corporate reorganization, we transferred
substantially all of our assets to QD LLC, consisting principally of the capital stock of our operating subsidiaries. On November 13, 2003, we
consummated the initial public offering of 7,875,000 shares of our common stock. Boasso became our wholly owned subsidiary in December
2007, when we acquired all of its outstanding capital stock from a third party.

As of December 31, 2009, affiliates of Apollo owned or controlled approximately 52.2% of our common stock, or approximately 47.1% on a
fully diluted basis. Following this offering, affiliates of Apollo will own approximately     % of our common stock and approximately     % on a
fully diluted basis.

Corporate Information

Our company is a Florida corporation formed in 1994. Our principal executive offices are located at 4041 Park Oaks Blvd., Suite 200, Tampa,
Florida, 33610, and our telephone number is (813) 630-5826. We are a holding company with no significant assets or operations other than the
ownership of 100% of the membership units of QD LLC. Our website address is http://www.qualitydistribution.com. The contents of and
information contained on our website do not form a part of and are not incorporated by reference into this prospectus.
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The Offering

Issuer Quality Distribution, Inc.

Common stock offered by us:              shares

Common stock to be outstanding after the offering              shares

Underwriters� over-allotment option We have granted the underwriters an option to purchase up to
             shares of our common stock. If the underwriters exercise in
full this right, we will have approximately              shares of our
common stock outstanding after this offering.

Use of proceeds We intend to use $15.0 million of the net proceeds from our sale of
shares in this offering to repay outstanding borrowings under the
ABL Facility (without reducing commitments). We intend to use the
remainder of such proceeds to retire a portion of our outstanding
notes, either through redemption at par, plus accrued and unpaid
interest, or opportunistically at prices below par, through tender
offers and/or open market repurchases. Pending such use of the
remainder of the proceeds, we may temporarily further repay
outstanding borrowings under the ABL Facility. See �Use of
Proceeds.�

Dividend Policy We do not currently anticipate paying any dividends on our common
stock in the foreseeable future. See �Dividend Policy.�

The NASDAQ Global Market symbol QLTY

The last reported sale price on April 29, 2010 was $7.75 per share.

Risk Factors You should carefully consider all of the information set forth in this
prospectus and, in particular, the information under the heading �Risk
Factors� beginning on page 11, prior to purchasing the shares of
common stock offered hereby.

Unless otherwise indicated, all share information in this prospectus is based on the number of shares of common stock outstanding as of
March 8, 2010 and excludes 3.1 million shares of common stock reserved for issuance under our stock option plans, 2.2 million outstanding
stock options, 610,000 shares of unvested restricted stock and outstanding warrants representing 1.75 million shares of common stock as of
March 8, 2010.

Unless we specifically state otherwise, all information in this prospectus assumes no exercise by the underwriters of their over-allotment option.

We currently have insufficient available shares of common stock to consummate the offering, due to shares reserved for future issuance upon the
exercise of outstanding warrants and options and for future grants under our existing equity incentive plans. On April 16, 2010, shareholders
holding a majority of the outstanding shares of our common stock took action by written consent to amend the Amended and Restated Articles
of Incorporation of Quality Distribution, Inc., as amended, to increase the maximum number of authorized shares of capital stock that may be
issued from 30,000,000 to 50,000,000, and to increase the maximum number of shares of common stock that may be issued, from 29,000,000 to
49,000,000. On April 19, 2010, we filed a Preliminary Information Statement with the SEC in accordance with Rule 14c-2 of the Securities
Exchange Act of 1934. On May         , 2010, we distributed the Definitive Information Statement to our stockholders of record as of April 12,
2010. In accordance with Rule 14c-2, the action will become effective 20 calendar days after the Definitive Information Statement has been sent
to our stockholders of record (which will be prior to the consummation of this offering), at which time we will have sufficient available shares of
common stock to consummate the offering.
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Summary Financial and Other Operating Data

The following table sets forth our summary historical financial information. The historical statement of operations data for the fiscal years ended
December 31, 2009, 2008 and 2007 and the historical balance sheet data as of December 31, 2009 and 2008 are derived from, and should be
read in conjunction with, our audited consolidated financial statements and related notes appearing in our Annual Report on Form 10-K for the
fiscal year ended December 31, 2009, which has been incorporated by reference into this prospectus.

The information contained in this table should also be read in conjunction with �Capitalization,� �Selected Historical Financial and Other Data� and
�Management�s Discussion and Analysis of Financial Condition and Results of Operations� appearing elsewhere in this prospectus.

Year Ended December 31,
(dollars in thousands, except per share data) 2009 2008 2007

Statement of Operations Data (1)
Operating revenues $ 613,609 $ 815,290 $ 751,558
Operating expenses:
Purchased transportation 373,539 466,823 471,531
Depreciation and amortization 20,218 21,002 17,544
Impairment charge (2) 148,630 �  �  
Other operating expenses 186,398 294,487 238,630

Operating (loss) income (115,176) 32,978 23,853
Interest expense, net 28,047 35,120 30,524
Write-off of debt issuance costs 20 283 2,031
Gain on extinguishment of debt (1,870) (16,532) �  
Other expense (income) 1,912 (2,945) 940

(Loss) income before taxes (143,285) 17,052 (9,642) 
Provision for (benefit from ) income taxes 37,249 4,940 (2,079) 

Net (loss) income $ (180,534) $ 12,112 $ (7,563) 

Net (loss) income per common share:
Basic $ (9.28) $ 0.63 $ (0.39) 
Diluted (9.28) 0.62 (0.39) 
Weighted average common shares outstanding:
Basic 19,449 19,379 19,336
Diluted 19,449 19,539 19,336
Other Financial Data (1)
Cash paid for interest $ 22,704 $ 30,690 $ 28,850
Net cash provided by operating activities 39,756 19,593 14,052
Net cash provided by (used in) investing activities 9,577 (8,524) (63,399) 
Net cash (used in) provided by financing activities (50,515) (13,485) 52,194
Consolidated EBITDA (3) 51,550 58,040 48,635
Pro forma cash paid for interest (4)
Ratio of pro forma Consolidated EBITDA (as defined) to pro forma cash paid for
interest
Free Cash Flow (as defined) (5) 39,067 11,150 9,889
Other Operating Data (at end of period) (1)
Number of terminals at end of period 108 149 169
Number of trailers operated at end of period 6,410 7,115 7,506
Number of tractors operated at end of period 2,839 3,224 3,927
Transportation billed miles (in thousands) 108,302 136,234 154,340
Balance Sheet Data (at end of period) (1)
Working capital $ 19,016 $ 44,967 $ 67,093
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Total assets 279,616 502,103 493,976
Total indebtedness, including current maturities 321,284 362,586 349,271
Shareholders� (deficit) equity (140,736) 31,020 27,300

(1) On December 17, 2007, we acquired 100% of the stock of Boasso. The results of Boasso have been included in our results since the date of
the acquisition.

(2) The impairment charge resulted from an impairment analysis of goodwill and intangible assets performed during the quarter ended
June 30, 2009. Refer to Note 12 to the consolidated financial statements contained in our Annual Report on Form 10-K for the fiscal year
ended December 31, 2009.

(3) Consolidated EBITDA in this prospectus corresponds to �Consolidated EBITDA� in the indentures governing our 2013 Senior Notes and our
2013 PIK Notes. Consolidated EBITDA is defined in the indentures as the net income (loss) before interest expense, provision for (benefit
from) income taxes, depreciation and amortization, adverse insurance claims development, refinancing costs, gain on early debt
extinguishment which includes the write-off of deferred financing charges, costs related to unconsummated financial transactions, gain on
pension settlement, gain on asset sales, restructuring costs which includes corporate office relocation costs, impairment of goodwill and
intangibles and employee non-cash compensation. We believe that financial information based on United States generally accepted
accounting principles
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(�GAAP�) for highly leveraged businesses, such as ours, should be supplemented by Consolidated EBITDA so that investors better
understand our financial information in connection with their analysis of our business. Consolidated EBITDA is a component of the
measure used by our management to facilitate internal comparisons to competitors� results and the bulk transportation industry in general.
This measure is especially important given the recent trends of increased merger and acquisition activity and financial restructurings within
the industry, which has led to significant variations among companies with respect to capital structures and cost of capital (which affect
interest expense) and differences in taxation and book depreciation of facilities and equipment (which affect relative depreciation expense),
including significant differences in the depreciable lives of similar assets among various companies, as well as non-operating and one-time
charges to earnings, such as the effect of debt restructurings. Accordingly, Consolidated EBITDA allows analysts, investors and other
interested parties in the bulk transportation industry to facilitate company to company comparisons by eliminating some of the foregoing
variations. Consolidated EBITDA as used in this prospectus may not, however, be directly comparable to similarly titled measures
reported by other companies due to differences in accounting policies and items excluded or included in the adjustments, which limits its
usefulness as a comparative measure. Consolidated EBITDA is not a measure of financial performance or liquidity under GAAP.
Consolidated EBITDA should not be considered in isolation or as a substitute for consolidated statement of income and cash flow data
prepared in accordance with GAAP as an indication of our operating performance or liquidity.

The following table presents the calculation of Consolidated EBITDA (in thousands) for the periods presented:

Year Ended December 31,
CONSOLIDATED EBITDA 2009 2008 2007

(dollars in thousands)
Net income (loss) $ (180,534) $ 12,112 $ (7,563) 
Interest expense, net 28,047 35,120 30,524
Provision for (benefit from) income taxes 37,249 4,940 (2,079) 
Depreciation and amortization 20,218 21,002 17,544

EBITDA (95,020) 73,174 38,426
Adverse insurance claims development �  �  4,800
Refinancing costs 2,323 �  �  
Gain on early debt extinguishment (1,850) (16,249) 2,031
Costs related to unconsummated financial transactions �  �  1,556
Gain on pension settlement �  (3,410) �  
Gain on asset sales (7,130) (2,128) �  
Restructuring costs 3,496 5,325 259
Impairment of goodwill and intangibles 148,630 �  �  
Employee non-cash compensation 1,101 1,328 1,563

Consolidated EBITDA $ 51,550 $ 58,040 $ 48,635

(4) Pro forma cash paid for interest reflects adjustments to historic interest expense data to give effect to this offering and the application of
the net proceeds as set forth in �Use of Proceeds� as if they occurred on January 1, 2009 using average interest rate calculations for the $15.0
million repayment of outstanding borrowings under the ABL Facility. Pro forma cash paid for interest does not include any amount of cash
interest expense with respect to our 2013 Senior Notes because no interest is payable with respect to our 2013 Senior Notes before June 1,
2010.

(5) Free Cash Flow is used by management to evaluate the Company�s financial performance independent of cash used to maintain or expand
its asset base. Net cash provided by operating activities is adjusted for capital expenditures net of proceeds from sales of property and
equipment to arrive at Free Cash Flow. Free Cash Flow is not a measure of financial performance or liquidity under GAAP. Free Cash
Flow should not be considered in isolation or as a substitute for the consolidated statement of income and cash flow data prepared in
accordance with GAAP as an indication of the Company�s operating performance or liquidity.

The following table presents the calculation of Free Cash Flow (in thousands) for the periods presented:

Year Ended December 31,
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FREE CASH FLOW 2009 2008 2007
(dollars in thousands)

Net cash provided by operating activities $ 39,756 $ 19,593 $ 14,052
Adjustments to cash from operating activities:
Net capital expenditures (689) (8,443) (4,163) 

Free Cash Flow $ 39,067 $ 11,150 $ 9,889
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Risk Factors

You should carefully consider the risks described below, in addition to the other information set forth or incorporated by reference in this
prospectus, before investing in our common stock. Although the risks described below are all of the risks that we believe are material, they are
not the only risks relating to our business. Additional risks and uncertainties not currently known to us or that we currently deem not to be
material may also materially and adversely affect our business operations. Any of the following risks could materially adversely affect our
business, financial condition or results of operations. In such case, you may lose all or part of your investment.

Risks Related to Our Business

Our business is subject to general and industry specific economic factors that are largely out of our control and could affect our operations
and profitability.

Our business is dependent on various economic factors over which we have little control, that include:

� the availability of qualified drivers;

� access to the credit and capital markets;

� changes in regulations concerning shipment and storage of material we transport and depot;

� increases in fuel prices, taxes and tolls;

� interest rate fluctuations;

� excess capacity in the tank trucking industry;

� changes in license and regulatory fees;

� potential disruptions at U.S. ports of entry;

� downturns in customers� business cycles; and

� reductions in customers� shipping requirements.
As a result, we may experience periods of overcapacity, declining prices, lower profit margins and less availability of cash in the future. We
have a large number of customers in the chemical-processing and consumer-goods industries. If these customers experience fluctuations in their
business activity due to an economic downturn, work stoppages or other industry conditions, the volume of freight transported by us or container
services provided by us on behalf of those customers may decrease. The volume of shipments of chemical products is, in turn, affected by many
other industries and end use markets, including consumer and industrial products, paints and coatings, paper and packaging, agriculture and food
products, and tends to vary with changing economic conditions.
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The trucking industry, in general, has experienced a slowdown due to lower demand resulting from slowing economic conditions through 2008
and 2009, which, to a certain extent, has continued thus far in 2010.

Our debt agreements contain restrictions that could limit our flexibility in operating our business.

Our ABL Facility and the indentures governing the 2013 Senior Notes and the 2013 PIK Notes contain covenants that limit or prohibit our
ability, among other things, to:

� incur or guarantee additional indebtedness or issue certain preferred shares;

� redeem, repurchase, make payments on or retire subordinated indebtedness or make other restricted payments;

� make certain loans, acquisitions, capital expenditures or investments;

� sell certain assets, including stock of our subsidiaries;

11
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� enter into sale and leaseback transactions;

� create or incur liens;

� consolidate, merge, sell, transfer or otherwise dispose of all or substantially all of our assets; and

� enter into certain transactions with our affiliates.
These covenants may prohibit or impair us from taking actions that we believe are best for our business. Furthermore, under the ABL Facility
we may be required to satisfy and maintain specified financial ratios. Our ability to meet those financial ratios can be affected by events beyond
our control, and we may not meet those ratios. In addition, covenants in our debt agreements limit our use of proceeds from our ordinary
operations and from extraordinary transactions. These limits may require us to apply proceeds in a certain manner or prohibit us from utilizing
the proceeds in our operations or from prepaying or retiring indebtedness that we desire.

A failure to comply with any of the covenants contained in the ABL Facility or our other indebtedness could result in an event of default, which,
if not cured or waived, could have a material adverse effect on our business, financial condition and results of operations. In the event of any
default, the lenders of the defaulted indebtedness:

� will not be required to lend any additional amounts to us under the ABL Facility;

� could elect to declare all borrowings outstanding, together with accrued and unpaid interest and fees, to be due immediately and
terminate all commitments to extend further credit; or

� require us to apply all of our available cash to repay these borrowings.
Such actions by the lenders could cause cross defaults under our other indebtedness. If we were unable to repay amounts under the ABL Facility,
the lenders under the ABL Facility could proceed against the collateral granted to them to secure that indebtedness. If any of our indebtedness is
accelerated, there can be no assurance that our assets would be sufficient to repay such indebtedness in full.

We have substantial indebtedness and may not be able to make required payments on our indebtedness.

At December 31, 2009, we had consolidated long-term indebtedness and capital lease obligations, including current maturities, of $321.3
million, most of which matures during the next five years. We must make regular payments under the ABL Facility and our capital leases, and
semi-annual and quarterly interest payments under our outstanding notes. In addition, subject to certain conditions, we are required to make
regular redemptions of our 2013 Senior Notes.

Our 2013 Senior Notes and 2013 PIK Notes issued in the quarter ended December 31, 2009 carry higher rates of interest and higher cash rates of
interest than the notes for which they were exchanged. In addition, interest on amounts borrowed under our ABL Facility is variable and will
increase as market rates of interest increase. Our higher interest expense may reduce our future profitability. Our future higher interest expense
and future redemption obligations could have other important consequences with respect to our ability to manage our business successfully,
including the following:

� it may make it more difficult for us to satisfy our obligations for our indebtedness, and any failure to comply with these obligations
could result in an event of default;
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� using a portion of our cash flow to make interest or redemption payments on our indebtedness will reduce the availability of our cash
flow to fund working capital, capital expenditures and other business activities;

� it increases our vulnerability to adverse economic and industry conditions;

� it limits our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate;

� it may make us more vulnerable to further downturns in our business or the economy; and

� it limits our ability to exploit business opportunities.

12
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The 9% Notes mature November 15, 2010. The ABL Facility matures June 18, 2013. However, the maturity date of the ABL Facility and our
other debt maturing in 2013 may be accelerated if we default on our obligations. If the maturity of the ABL Facility and/or such other debt is
accelerated, we do not believe that we will have sufficient cash on hand to repay the ABL Facility and/or such other debt or, unless conditions in
the credit markets improve significantly, that we will be able to refinance the ABL Facility and/or such other debt on acceptable terms, or at all.
The failure to repay or refinance the ABL Facility and/or such other debt at maturity will have a material adverse effect on our business and
financial condition, would cause substantial liquidity problems and may result in the bankruptcy of us and/or our subsidiaries. Any actual or
potential bankruptcy or liquidity crisis may materially harm our relationships with our customers, suppliers and affiliates.

Our ability to satisfy our interest, redemption and principal payment obligations will depend upon, among other things:

� our future financial and operating performance, which will be affected by many factors beyond our control; and

� our future ability to borrow under the ABL Facility, the availability of which depends on, among other things, our complying with
the covenants in the ABL Facility.

We may not generate sufficient cash flow from operations, and we may not be able to draw under the ABL Facility, in an amount sufficient to
fund our liquidity needs. If our cash flows and capital resources are insufficient to service our indebtedness or fund our operations, we may be
forced to reduce or delay capital expenditures, sell assets, seek additional capital or restructure or refinance our indebtedness. Our ability to
restructure or refinance our debt will depend on the condition of the capital markets and our financial condition at such time. Any refinancing of
our debt could be at higher interest rates and may require us to comply with more onerous covenants, which could further restrict our business
operations. If we are not able to refinance any of our indebtedness, sell assets or raise capital on commercially reasonable terms or at all or for
sufficient proceeds, we could default on our obligations and impair our liquidity. Our inability to generate sufficient cash flow to satisfy our debt
obligations or to refinance our obligations on commercially reasonable terms would have a material adverse effect on our business, financial
condition, results of operations or cash flows.

Despite our substantial indebtedness, we may incur significantly more indebtedness, which could have a material adverse effect on our
business, financial condition, results of operations or cash flows.

The ABL Facility and the indentures governing the 2013 Senior Notes and the 2013 PIK Notes contain restrictions on our ability to incur
additional indebtedness. These restrictions are subject to a number of important qualifications and exceptions, and the indebtedness incurred in
compliance with these restrictions could be substantial. Accordingly, we or our subsidiaries could incur significant additional indebtedness in the
future. As of December 31, 2009, we had approximately $44.7 million available for additional borrowing under the ABL Facility, including a
subfacility for letters of credit, and the covenants under our debt agreements would allow us to borrow a significant amount of additional
indebtedness. Additional leverage could have a material adverse effect on our business, financial condition, results of operations or cash flows
and could increase the risks described in ��Our debt agreements contain restrictions that could limit our flexibility in operating our business,� and
��We have substantial indebtedness and may not be able to make required payments on our indebtedness.�

The trucking industry is extremely competitive and fragmented.

The trucking industry is extremely competitive and fragmented. No single truckload carrier has a significant market share. We compete with
many other truckload carriers of varying sizes, customers� private fleets, and, to a lesser extent, with railroads, which may limit our growth
opportunities and reduce profitability. Historically, competition has created downward pressure on the trucking industry�s pricing structure. Some
trucking companies with which we compete have greater financial resources.

We believe that the most significant competitive factor that impacts demand for our products is rates, and we may be forced to lower our rates
based on our competitors� pricing decisions, which would reduce our profitability. In fact, certain markets that we serve have experienced fierce
price competition in recent years. This has been further magnified through the impact of the recent global economic recession as trucking
companies have focused more on price to retain business and market share. With respect to certain aspects of our business, we also compete with
intermodal transportation and railroads. Intermodal transportation has increased in recent years. Growth in such forms of transport could
adversely affect our market share, net sales and profit margins. Competition from non-trucking modes of transportation and from intermodal
transportation would likely increase if state or federal fuel taxes were to increase without a corresponding increase in taxes imposed upon other
modes of transportation.
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Additional trends include current and anticipated consolidation among our competitors which may cause us to lose market share as well as put
downward pressure on pricing. Some of our competitors are larger, have greater financial resources and have less debt than we do. As a result,
those competitors may be better able to withstand a change in conditions within our industry and in the economy as a whole. If we do not
compete successfully, our operating margins, financial condition, cash flows and profitability could be adversely affected.
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Our reliance upon affiliates and independent owner-operators could adversely affect our operations and profitability.

We rely heavily upon our independent affiliates and independent owner-operators to perform the services for which we contract with our
customers. A reduction in the number of independent owner-operators, whether due to capital requirements related to the expense of obtaining,
operating and maintaining equipment or for other reasons, could have a negative effect on our operations and profitability. Similarly the loss of
one or more affiliates could adversely affect our profitability.

Contracts with affiliates are for various terms and contracts with independent owner-operators may be terminated by either party on short notice.
Although affiliates and independent owner-operators are responsible for paying for their own equipment and other operating costs, significant
increases in these costs could cause them to seek a higher percentage of the revenue generated if we are unable to increase our rates
commensurately. A continued decline in the rates we pay to our affiliates and independent owner-operators could adversely affect our ability to
retain our existing affiliates and independent owner-operators and attract new affiliates, independent owner-operators and drivers.
Disagreements with affiliates or independent owner-operators as to payment or other terms, or the failure of a key affiliate to meet our
contractual obligations or otherwise perform consistent with our requirements may require us to utilize alternative suppliers, in each case at
potentially higher prices or with disruption of the services that we provide to our customers. If we fail to deliver loads on time or if the costs of
our services increase, then our profitability and customer relationships could be harmed.

Although our affiliates and independent owner-operators have substantial contractual obligations to us, we do not control them. These affiliates
and independent owner-operators typically utilize tractors and trailers bearing our tradenames and trademarks. To the extent that one of our
affiliates or independent owner-operators are subject to negative publicity, it could reflect on us and have a material adverse effect on our
business, brand, results of operations, cash flows or financial condition.

The loss of one or more significant customers may adversely affect our business.

We are dependent upon a limited number of large customers. Our top ten customers accounted for approximately 34% of our total revenues
during 2009. The loss of one or more of our major customers, or a material reduction in the services we perform for such customers, may have a
material adverse effect on our business, results of operations or financial condition.

We are self-insured and have exposure to certain claims and are subject to the insurance marketplace, all of which could affect our
profitability.

The primary accident risks associated with our business are:

� motor-vehicle related bodily injury and property damage;

� workers� compensation claims;

� environmental pollution liability claims;

� cargo loss and damage; and

� general liability claims.
We currently maintain insurance for:

� motor-vehicle related bodily injury and property damage claims, covering all employees, owner operators and affiliates;
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� workers� compensation insurance coverage on our employees and company drivers;

� environmental pollution liability claims; and

� general liability claims.
Our insurance program includes a self insured deductible of $2.0 million per incident for bodily injury and property damage and a $1.0 million
deductible for workers� compensation. In addition, we currently maintain insurance policies with a total limit of $40.0 million, of which $35.0
million is provided under an umbrella liability policy and $5.0 million is provided under a truckers� liability policy. The $2.0 million deductible
per incident could adversely affect our profitability, particularly in the event of an increase in the number or severity of incidents. Additionally,
we are self-insured for damage to the equipment that we own and lease, as well as for cargo losses and such self-insurance is not subject to any
maximum limitation. We also extend insurance coverage to our affiliates for (i) motor vehicle related bodily injury, (ii) property damage and
(iii) cargo loss and damage. Under this extended coverage, affiliates are responsible for only a small portion of the applicable deductibles.

We are subject to changing conditions and pricing in the insurance marketplace and we cannot assure you that the cost or availability of various
types of insurance may not change dramatically in the future. To the extent these costs cannot be passed on to our customers through increased
freight rates, increases in insurance costs could reduce our future profitability and cash flow.

Changes in laws and regulations regarding health insurance benefits could adversely affect our cost of operations, employee relations and
profitability.

The recently enacted federal healthcare reform legislation could significantly increase our employee costs by requiring us either to provide
health insurance coverage to our employees or to pay certain penalties for electing not to provide such coverage. Because these new
requirements are broad, complex, subject to certain phase-in rules and may be challenged by legal actions in the coming months and years, it is
difficult to predict the ultimate impact that this legislation will have on our business and operating costs. We cannot assure you that this
legislation or any alternative version that may ultimately be implemented will not materially increase our operating costs. This legislation could
also adversely affect our employee relations and ability to compete for new employees if our response to this legislation is considered less
favorable than the responses or health benefits offered by employers with whom we compete for talent.

The trucking industry is subject to regulation, and changes in trucking regulations may increase costs.

As a motor carrier, we are subject to regulation by the Federal Motor Carrier Safety Administration (�FMCSA�) and the U.S. Department of
Transportation (�DOT�), and by various federal, state, and provincial agencies. These regulatory authorities exercise broad powers governing
various aspects such as operating authority, safety, hours of service, hazardous materials transportation, financial reporting and acquisitions.
There are additional regulations specifically relating to the trucking industry, including testing and specification of equipment, product-handling
requirements and drug testing of drivers. Beginning November 30, 2010, the FMCSA, for the first time, will rate individual driver safety
performance inclusive of all driver violations over 3-year time periods under new regulations known as the Comprehensive Safety Analysis
2010 (�CSA�). CSA is an FMCSA initiative designed to provide motor carriers and drivers with attention from FMCSA and state partners about
their potential safety problems with an ultimate goal of achieving a greater reduction in large truck and bus crashes, injuries, and fatalities. Prior
to these regulations, only carriers were rated by the DOT and the rating only included out-of-service violations and ticketed offenses associated
with out-of-service violations. The trucking industry is subject to possible regulatory and legislative changes that may affect the economics of
the industry by requiring changes in operating practices, emissions or by changing the demand for common or contract carrier services or the
cost of providing truckload services. Possible changes include:

� increasingly stringent environmental regulations, including changes intended to address climate change;

� restrictions, taxes or other controls on emissions;

� increasing control over the transportation of hazardous materials;
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� changes in the hours-of-service regulations, which govern the amount of time a driver may drive in any specific period;

� electronic on-board recorders;

� requirements leading to accelerated purchases of new trailers;

� mandatory limits on vehicle weight and size; and

� mandatory regulations imposed by the Department of Homeland Security.
From time to time, various legislative proposals are introduced, including proposals to increase federal, state, or local taxes, including taxes on
motor fuels and emissions, which may increase our operating costs, require capital expenditures or adversely impact the recruitment of drivers.

Restrictions on emissions or other climate change laws or regulations could also affect our customers that use significant amounts of energy or
burn fossil fuels in producing or delivering the products we carry. We could also lose revenue if our customers divert business from us because
we have not complied with their sustainability requirements.
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Increased unionization could increase our operating costs or constrain operating flexibility.

Although only approximately 3.1% of our driver population, including independent owner-operators and employees of affiliates, was subject to
collective bargaining agreements at December 31, 2009, unions such as the International Brotherhood of Teamsters have traditionally been
active in the U.S. trucking industry. Unionized workers could disrupt our operations by strike, work stoppage or other slowdown. In addition,
our non-union workforce has been subject to unionization efforts in the past, and we could be subject to future unionization. The potential for
unionization could increase if the U.S. Congress passes proposed legislation called the Employee Free Choice Act in which unions can organize
based on card check authorization rather than by secret ballot election. This proposed legislation also provides for third-party arbitration of
collective bargaining agreements. Increased unionization of our workforce could result in higher compensation and working condition demands
that could increase our operating costs or constrain our operating flexibility.

Our operations involve hazardous materials, which could create environmental liabilities.

Our activities, particularly those relating to our handling, transporting and storage of bulk chemicals, are subject to environmental, health and
safety laws and regulation by governmental authorities in the United States as well as foreign governmental authorities. Among other things,
these environmental laws and regulations address emissions to the air, discharges on land and in water, the generation, handling, storage,
transportation, treatment and disposal of waste materials, and the health and safety of our employees. These laws generally require us to obtain
and maintain various licenses and permits. Most environmental laws provide for substantial fines and potential criminal sanctions for violations.
Environmental, health and safety laws and regulations are complex, change frequently and have tended to become stricter over time. Some of
these laws and regulations are subject to varying and conflicting interpretations. There can be no assurance that violations of such laws,
regulations, permits or licenses will not be identified or occur in the future, or that such laws and regulations will not change in a manner that
could impose material costs on us.

As a handler of hazardous substances, we are potentially subject to strict, joint and several liability for investigating and rectifying the
consequences of spills and other environmental releases of these substances. We have incurred remedial costs and regulatory penalties for
chemical or wastewater spills and releases at our facilities or over the road. As a result of environmental studies conducted at our facilities or at
third party sites, we have identified environmental contamination at certain sites that will require remediation and we are currently conducting
investigation and remediation projects at seven of our facilities. Future liabilities and costs under environmental, health, and safety laws are not
easily predicted, and such liabilities could result in a material adverse effect on our financial condition, results of operations or business
reputation.

In addition, we have been named a potentially responsible party at various sites under the Comprehensive Environmental Response
Compensation and Liability Act of 1980 and other environmental regulatory programs. Our current reserves provided for these sites may prove
insufficient, which would result in future charges against earnings. Further, we could be named a potentially responsible party at other sites in
the future and the costs associated with such future sites could be material.

Potential disruptions at U.S. ports of entry could adversely affect our business, financial condition and results of operations.

Any disruption of the delivery of ISO tank containers to those ports where we do business would reduce the number of ISO tank containers that
we transport, store, clean or maintain. This reduced activity may have a material adverse effect on our business, results of operations or financial
condition.
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If fuel prices increase significantly, our results of operations could be adversely affected.

We are subject to risk with respect to purchases of fuel. Prices and availability of petroleum products are subject to political, economic and
market factors that are generally outside our control. Political events in the Middle East, Venezuela, and elsewhere, as well as hurricanes and
other weather-related events, and current and future market-based (cap-and-trade) greenhouse gas emissions control mechanisms, also may
cause the price of fuel to increase. Because our operations are dependent upon diesel fuel, significant increases in diesel fuel costs could
materially and adversely affect our results of operations and financial condition if we are unable to pass increased costs on to customers through
rate increases or fuel surcharges. Historically, we have recovered the majority of the increases in fuel prices from customers through fuel
surcharges. Fuel surcharges that can be collected may not always fully offset the increase in the cost of diesel fuel. To the extent fuel surcharges
are insufficient to offset our fuel costs or we are unable to continue passing on increased fuel costs to our customers, our results of operations
may be adversely affected.

The loss of qualified drivers or other personnel could limit our growth and negatively affect operations.

During periods of high trucking volumes, there is substantial competition for qualified drivers in the trucking industry. Regulatory requirements,
including CSA (discussed above), and an improvement in the economy could reduce the number of eligible drivers. Furthermore, certain
geographic areas have a greater shortage of qualified drivers than other areas. We operate in many of the geographic areas where there have been
driver shortages in the past and have turned down new business opportunities as a result of the lack of qualified new drivers. We expect this to
occur again as the economy begins to improve. Difficulty in attracting qualified personnel, particularly qualified drivers, could require us to
increase driver compensation, forego available customer opportunities and underutilize the tractors and trailers in our network. These actions
could result in increased costs and decreased revenues. In addition, we may not be able to recruit other qualified personnel in the future.

Our business may be harmed by terrorist attacks, future wars or certain types of security measures.

In the aftermath of the terrorist attacks of September 11, 2001, federal, state and municipal authorities have implemented and are continuing to
implement various security measures, including checkpoints and travel restrictions on large trucks and fingerprinting of drivers in connection
with new hazardous materials endorsements on their licenses. Such existing measures and future measures may have significant costs associated
with them which a motor carrier is forced to bear. Moreover, large trucks carrying toxic chemicals are potential terrorist targets, and we may be
obligated to take measures, including possible capital expenditures intended to protect our trucks. In addition, the insurance premiums charged
for some or all of the coverage currently maintained by us could continue to increase dramatically or such coverage could be unavailable in the
future.

We depend on members of our senior management.

We believe that our ability to successfully implement our business strategy and to operate profitably depends in large part on the continued
employment of our senior management team. If members of senior management become unable or unwilling to continue in their present
positions, our business or financial results could be adversely affected.

Our long-lived assets are subject to potential asset impairment.

At December 31, 2009, goodwill and other intangible assets represented approximately $45.5 million, or approximately 16.3% of our total assets
and approximately 24.5% of our non-current assets, the carrying value of which may be reduced if we determine that those assets are impaired.
In addition, net property and equipment totaled approximately $127.3 million, or approximately 45.5% of our total assets.

We review for potential goodwill impairment on an annual basis as part of our goodwill impairment testing in the second quarter of each year
with a measurement date of June 30, and more often if a triggering event or circumstance occurs making it likely that impairment exists. In
addition, we test for the recoverability of long-lived assets at year end, and more often if an event or
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circumstance indicates the carrying value may not be recoverable. We conduct impairment testing based on our current business strategy in light
of present industry and economic conditions, as well as future expectations.

The annual goodwill impairment review performed in June 2009 indicated there was goodwill impairment. As a result of the analysis, we
concluded that a total impairment charge to goodwill of $146.2 million was necessary at June 30, 2009, of which $144.3 million was related to
our trucking segment, eliminating 100% of the carrying amount of goodwill, and $1.9 million was related to our container services segment.

If there are changes to the methods used to allocate carrying values, if management�s estimates of future operating results change, if there are
changes in the identified reporting units or if there are changes to other significant assumptions, the estimated carrying values and the estimated
fair value of our goodwill could change significantly, and could result in future impairment charges, which could materially impact our results of
operations and financial condition.

We may be unable to successfully realize all of the intended benefits from future acquisitions, and we may be unable to identify or realize the
intended benefits of potential future acquisition candidates.

We may be unable to realize all of the intended benefits of any future acquisitions. As part of our business strategy, we will evaluate potential
future acquisitions, some of which could be material, and engage in discussions with acquisition candidates. We cannot assure you that suitable
acquisition candidates will be identified and acquired in the future, that the financing of any such acquisition will be available on satisfactory
terms, that we will be able to complete any such acquisition or that we will be able to accomplish our strategic objectives as a result of any such
acquisition. Nor can we assure you that our acquisition strategies will be viewed positively by customers or achieve their intended benefits.
Often acquisitions are undertaken to improve the operating results of either or both of the acquirer and the acquired company and we cannot
assure you that we will be successful in this regard. We will encounter various risks in acquiring other companies, including the possible
inability to integrate an acquired business into our operations, diversion of management�s attention and unanticipated problems or liabilities,
some or all of which could have a material adverse effect on our business, financial condition, results of operations or cash flows.

Our restructuring involves risks to our business operations and may not reduce our costs.

During 2008 and 2009, and continuing into 2010, we eliminated non-driver positions, consolidated and closed under-performing company
terminals, implemented certain contract terminations, transitioned company-owned terminals to affiliates and took other measures intended to
reduce future costs. These steps have placed, and will continue to place, pressures on our management, administrative and operational
infrastructure as well as on our results of operations. Employees that departed in connection with the restructuring possessed knowledge of our
business, skills and relationships with our customers, affiliates, drivers and other employees that were not replaced. As a result, our remaining
employees may be required to serve new operational roles in which they have limited experience, which may reduce employee satisfaction and
productivity. New relationships may also reduce customer, affiliate or driver satisfaction. Additionally, our restructuring plans and related efforts
may divert management�s and other employee�s attention from other business concerns.

Due to the restructuring, we took pre-tax charges in 2008 and 2009, which represent severance-related costs and costs associated with lease and
contract terminations. The majority of these costs were cash expenditures paid during 2008 and 2009 or costs that we expect to pay in the future.
Actual costs may exceed our estimates, and we have taken and expect to continue to take additional charges in 2010. Furthermore, we have
formulated this restructuring plan with the goal of reducing our future operating expenses. Our future operating expenses may not be reduced as
we expect, or reductions may be offset in the future by other expenses.

In addition, risks and uncertainties associated with implementation of the restructuring plan that are not currently known to us or that we
currently deem to be immaterial may also materially adversely affect our business, financial condition and/or operating results.
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Risks Related to our Common Stock and the Offering

We have a single shareholder who can substantially influence the outcome of all matters voted upon by our shareholders and prevent actions
which a shareholder may otherwise view favorably.

As of March 8, 2010, Apollo and its affiliated funds owned or controlled approximately 52.0% of our outstanding common stock. As a result,
Apollo can influence substantially all matters requiring shareholder approval, including the election of directors, the approval of significant
corporate transactions, such as acquisitions, the ability to block an unsolicited tender offer and any other matter requiring a vote of shareholders.
Although Apollo�s beneficial ownership will be reduced below 50% by our issuance and sale of common stock pursuant to this offering, Apollo
is still expected to be our largest shareholder. Four of our board members are partners or officers of Apollo. This concentration of ownership
could delay, defer or prevent a change in control of our Company or impede a merger, consolidation, takeover or other business combination
that a shareholder may otherwise view favorably.

Following the consummation of this offering, we will no longer be a �controlled company� for the purposes of the NASDAQ Global Market�s
corporate governance requirements and therefore we will be subject to the NASDAQ rule requiring that at least a majority of the board of
directors is comprised of �independent� directors. We do not anticipate that this will require us to change the composition of our Board of
Directors because the majority of our Board of Directors is currently composed of independent directors under the NASDAQ rules.

Our ability to issue �blank check� preferred stock and Florida law may prevent a change in control of our company that a shareholder may
consider favorable.

Provisions of our articles of incorporation and Florida law may discourage, delay or prevent a change in control of our Company that a
shareholder may consider favorable. These provisions include:

� authorization of the issuance of �blank check� preferred stock that could be issued by our Board of Directors to increase the number of
outstanding shares in order to control a takeover attempt which the Board viewed unfavorably;

� elimination of the voting rights of shareholders with respect to shares that are acquired without prior Board approval that would otherwise
entitle such shareholder to exercise certain amounts of voting power in the election of directors; and

� prohibition on business combinations with interested shareholders unless particular conditions are met.
As a result, these provisions could limit the price that investors are willing to pay in the future for shares of our common stock.

You will suffer immediate and substantial dilution.

Purchasers of our common stock in this offering will experience immediate and substantial dilution in the net tangible book value of their
common stock. At the public offering price of $             per share, you will incur dilution in the amount of $             per share. As of March 8,
2010, we also had outstanding stock options to purchase 2.2 million shares of our common stock at a weighted average exercise price of $4.84
per share and outstanding warrants to purchase 1.75 million shares of our common stock at an exercise price of $0.01 per share. To the extent
these options and warrants are exercised there will be further dilution.

Future sales and issuances of our common stock in the public market may depress our stock price and result in dilution.

The market price of our common stock could decline as a result of sales by our existing shareholders of a large number of shares of our common
stock. These sales might also make it more difficult for us to sell additional equity securities at a time and price that we deem appropriate. As of
March 8, 2010, there are approximately 20.1 million shares of common stock outstanding. Approximately 11.7 million shares of common stock
are �restricted securities� as defined in Rule 144 under the Securities Act of 1933 or are held by affiliates.
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In connection with this offering, Apollo and our directors and executive officers have entered into lock-up agreements described under
�Underwriting� that expire 90 days after the date of this prospectus, subject to extension in certain circumstances. After these lock-up agreements
have expired, subject to any applicable holding periods and volume limitations, these shares will become eligible for sale in the public market
under Rule 144 or Rule 701 of the Securities Act. In addition, Apollo will have the ability to cause us to register the resale of their shares and
certain of our current and former management members who hold shares will have the ability to include their shares in the registration. The
market price of shares of our common stock may drop significantly when the restrictions on resale by these stockholders lapse.

In addition, as of March 8, 2010, we have 3.1 million shares of common stock available for issuance under our stock option plan. As of March 8,
2010, there were outstanding options for 2.2 million shares and outstanding warrants for 1.75 million shares of our common stock. Exercise of
the warrants and of options that are in-the-money will result in dilution to existing shareholders in an amount equal to the difference in the
market and exercise prices multiplied by the number of shares exercised. In addition, prior to their exercise, these options and warrants may
depress the market price for our common stock.

We currently do not intend to pay dividends on our common stock.

We do not expect to pay dividends on our common stock in the foreseeable future. In addition, the ABL Facility and indentures governing our
2013 Senior Notes and 2013 PIK Notes contain certain restrictions on our ability to pay dividends on our common stock. Accordingly, the price
of our common stock must appreciate in order to realize a gain on one�s investment. This may not occur.

Our ability to use U.S. net operating loss carryforwards might be limited.

Depending on the size of this offering, the offering may result in an ownership change for purposes of applying the limitation on the ability to
use net operating losses set forth in section 382 of the of the Internal Revenue Code of 1986, as amended (the �Code�). As of December 31, 2009,
we had federal net operating loss carryforwards of $95.7 million. Even if an ownership change were to result from this offering such that section
382 of the Code were to impose an annual limitation on the use of our net operating loss carryforwards, we believe our net operating loss
carryforwards would be sufficiently available, for federal income tax purposes, to offset our regular taxable income. Accordingly, although our
net operating loss carryforwards might be limited as a result of an ownership change, we do not believe that the limitation would materially
affect our after-tax cash flow.
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Forward-Looking Statements and Certain Considerations

This prospectus contains forward-looking statements within the meaning of the Securities Act of 1933 and the Securities Exchange Act of 1934,
as amended, or the Exchange Act, and the Private Securities Litigation Reform Act of 1995. All statements included in this prospectus that
address activities, events or developments that we or our management expect, believe or anticipate will or may occur in the future, are
forward-looking statements. These statements represent our reasonable judgment on the future based on various factors and using numerous
assumptions and are subject to known and unknown risks, uncertainties and other factors that could cause our actual results and financial
position to differ materially. We claim the protection of the safe harbor for forward-looking statements provided in the Private Securities
Litigation Reform Act of 1995, Section 27A of the Securities Act and Section 21E of the Exchange Act. Examples of forward-looking
statements include: (i) projections of revenue, earnings, capital structure and other financial items, (ii) statements of our plans and objectives,
(iii) statements of expected future economic performance, and (iv) assumptions underlying statements regarding us or our business.
Forward-looking statements can be identified by, among other things, the use of forward-looking language, such as �believes,� �expects,� �estimates,�
�may,� �will,� �should,� �could,� �seeks,� �plans,� �intends,� �anticipates� or �scheduled to� or the negatives of those terms, or other variations of those terms or
comparable language, or by discussions of strategy or other intentions.

Forward-looking statements are subject to known and unknown risks, uncertainties and other factors that could cause our actual results to differ
materially from those contemplated by the statements. The forward-looking information is based on various factors and was derived using
numerous assumptions. Important factors that could cause our actual results to be materially different from the forward-looking statements
include the risks and other factors discussed in this prospectus under the heading �Risk Factors� and our Annual Report on Form 10-K for the
fiscal year ended December 31, 2009, which is incorporated herein by reference. Some of these factors include:

� the effect of local and national economic, credit and capital market conditions on the economy in general, and on the
particular industries in which we operate;

� turmoil in credit and capital markets;

� access to available and reasonable financing on a timely basis;

� availability and price of diesel fuel;

� adverse weather conditions;

� competition and rate fluctuations;

� our substantial leverage and restrictions contained in our debt arrangements and interest rate fluctuations in our floating rate
indebtedness;

� the cyclical nature of the transportation industry due to various economic factors such as excess capacity in the industry, the
availability of qualified drivers, changes in fuel and insurance prices, interest rate fluctuations, and downturns in customers�
business cycles and shipping requirements;

� potential disruption at U.S. ports of entry;
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� our substantial dependence on affiliates and independent owner-operators and our ability to attract and retain drivers;
� the loss of one or more of our major customers or a material reduction in the services we perform for such customers;

� our ability to effectively manage terminal operations that are converted from company-operated to affiliate;
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� changes in the future, or our inability to comply with, governmental regulations and legislative changes affecting the
transportation industry;

� our ability to comply with current and future environmental regulations and the increasing costs relating to environmental
compliance including those relating to the control of greenhouse gas emissions, such as market-based (cap-and-trade)
mechanisms;

� our liability as a self-insurer to the extent of our deductibles, as well as our ability or inability to reduce our claims exposure
through insurance due to changing conditions and pricing in the insurance marketplace;

� the cost of complying with existing and future anti-terrorism security measures enacted by federal, state and municipal
authorities;

� the potential loss of our ability to use net operating losses to offset future income;

� increased unionization, which could increase our operating costs or constrain operating flexibility;

� changes in senior management;

� our ability to successfully manage workforce restructurings;

� our ability to successfully identify acquisition opportunities, consummate such acquisitions and integrate acquired businesses;

� potential future impairment charges;

� changes in planned or actual capital expenditures due to operating needs, changes in regulation, covenants in our
debt arrangements and other expenses, including interest expenses; and

� the interests of Apollo, which controls our largest shareholder, which may conflict with your interests.
In addition, there may be other factors that could cause our actual results to be materially different from the results referenced in the
forward-looking statements. For example, the cost estimates and expected cost savings for our recent reduction in workforce were determined
based upon the operating information and upon certain assumptions that we believe to be reasonable. The estimates are subject to a number of
assumptions, which depend upon the actions of persons other than us or other factors beyond our control.

All forward-looking statements contained in this prospectus are qualified in their entirety by this cautionary statement. Forward-looking
statements speak only as of the date they are made, and we do not intend to update or otherwise revise the forward-looking statements to reflect
events or circumstances after the date of this prospectus or to reflect the occurrence of unanticipated events. If we do update one or more
forward-looking statements, no inference should be made that we will make additional updates with respect to those or other forward-looking
statements.
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Use of Proceeds

We estimate that the net proceeds of this offering to us will be approximately $             million or $             million if the underwriters exercise
their over-allotment option in full, after deducting the underwriting discounts and commissions and our estimated offering expenses. We intend
to use $15.0 million of the net proceeds from our sale of shares in this offering to repay outstanding borrowings under the ABL Facility (without
reducing commitments). We intend to use the remainder of such proceeds to retire a portion of our outstanding notes, either through redemption
at par, plus accrued and unpaid interest, or opportunistically at prices below par, through tender offers and/or open market repurchases. Pending
such use of the remainder of the proceeds, we may temporarily further repay outstanding borrowings under the ABL Facility.

The ABL Facility bears interest at a rate equal to an applicable margin plus, at our option, either a base rate or LIBOR. The applicable margin
for borrowings under the current asset tranche at December 31, 2009 was 1.00% with respect to base rate borrowings and 2.00% with respect to
LIBOR borrowings. The applicable margin for borrowings under the fixed asset tranche at December 31, 2009 was 1.25% with respect to base
rate borrowings and 2.25% with respect to LIBOR borrowings. The interest rate on the ABL Facility at December 31, 2009 and 2008 was 2.4%
and 3.3%, respectively. The 9% Notes pay interest semiannually on May 15 and November 15. Interest accrues at 9% per annum. We may
redeem all or any portion of the 9% Notes upon not less than 30, nor more than 60, days� notice at 100% of the principal amount plus accrued and
unpaid interest, if any, to the date of redemption. The 2012 Notes pay interest quarterly on January 15, April 15, July 15, and October 15.
Interest accrues at a floating rate per annum, reset quarterly, equal to LIBOR plus 4.5%. The interest rate on the 2012 Notes at December 31,
2009 and 2008 was 4.8% and 9.3%, respectively. We may redeem all or any portion of the 2012 Notes upon not less than 30, nor more than 60,
days� notice at 100% of the principal amount plus accrued and unpaid interest, if any, to the date of redemption. The 2013 Senior Notes pay
interest semiannually on June 1 and December 1. Interest accrues at 10% per annum. We may redeem all or any portion of the 2013 Senior
Notes upon not less than 30, nor more than 60, days� notice at 100% of the principal amount plus accrued and unpaid interest, if any, to the date
of redemption. The 2013 PIK Notes pay interest quarterly on February 1, May 1, August 1 and November 1. Interest accrues at 11.75% per
annum, of which 9% is payable in cash and 2.75% is payable by increasing the outstanding principal amount of the 2013 PIK Notes by the
amount of such interest. The 2013 PIK Notes are redeemable as of October 15, 2010 at a redemption price of 100% of the principal amount
thereof, plus accrued and unpaid interest, if any, through the date of redemption. Depending on market conditions, we may elect to offer to
repurchase the 2013 PIK Notes prior to such redemption date.
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Dividend Policy

We have not paid dividends on our common stock and we do not intend to pay any dividends on our common stock in the foreseeable future. We
currently intend to retain our future earnings, if any, to repay debt or to finance the further expansion and continued growth of our business.
Additionally, the ABL Facility and the indentures governing our 2013 Senior Notes and our 2013 PIK Notes limit QDI�s ability to pay dividends
on its common stock. Future dividends, if any, will be determined by our Board of Directors.
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Market Price for Common Stock

Our common stock is traded on The NASDAQ Global Market under the symbol �QLTY.� The table below sets forth the quarterly high and low
sale prices for our common stock as reported by The NASDAQ Global Market.

High Low
2010
First Quarter $ 6.19 $ 3.71
Second Quarter (through April 29, 2010) 8.18 6.08

2009
First Quarter $ 3.23 $ 1.25
Second Quarter 2.30 1.62
Third Quarter 4.51 1.82
Fourth Quarter 4.20 3.15

2008
First Quarter $ 5.17 $ 2.57
Second Quarter 4.00 2.42
Third Quarter 4.90 2.22
Fourth Quarter 4.28 1.22

As of April 29, 2010, there were approximately 86 record holders of our common stock.
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Capitalization

The following table sets forth our consolidated cash and cash equivalents and capitalization as of December 31, 2009 on an actual basis, and on
an as adjusted basis to give effect to the issuance of              shares of our common stock in this offering at an assumed price of $             per
share (the last reported sale price of our common stock on             , 2010) and the application of the net proceeds of the offering applied as
described in �Use of Proceeds,� after deducting underwriting discounts and commissions and estimated offering expenses. You should read this
table in conjunction with our audited consolidated financial statements, including the notes thereto, appearing in our Annual Report on Form
10-K for the fiscal year ended December 31, 2009, which have been incorporated by reference into this prospectus, as well as �Selected Historical
Financial and Other Data,� �Use of Proceeds� and �Management�s Discussion and Analysis of Financial Condition and Results of Operations,�
appearing elsewhere in this prospectus.

As of December 31,
2009

(in thousands) Actual
As

Adjusted
Cash and cash equivalents $ 5,633 $

Debt (1):
Borrowings under ABL Facility $ 68,000
9% Senior Subordinated Notes, due 2010 16,031
Senior Floating Rate Notes, due 2012 501
10% Senior Notes, due 2013 (2) 134,499
11.75% Senior Subordinated PIK Notes, due 2013 (2) 81,211
Capital Lease obligations 17,165
Other Notes payable 12,560

Total debt, including current maturities 329,967
Total shareholders� (deficit) equity (140,736) 

Total capitalization $ 189,231 $

(1) In connection with the application of the net proceeds of the offering, we have assumed that $15.0 million of such proceeds are applied to
repay outstanding borrowings under the ABL Facility (without reducing commitments), and the remainder is applied to redeem a portion
of the 2013 Senior Notes at 100% of principal amount plus accrued and unpaid interest, although such remaining proceeds may be applied
differently as described in �Use of Proceeds.� Notwithstanding the foregoing, we intend to opportunistically apply such proceeds to retire a
portion of our outstanding notes (including our 2013 Senior Notes) at prices below 100%, whether through tender offer and/or open market
repurchases. Pending such use of the remainder of the proceeds, we may temporarily further repay outstanding borrowings under the ABL
Facility. See �Use of Proceeds.�

(2) Amounts do not include the remaining aggregate unamortized original issue discount of $8.7 million, or $        , as adjusted.
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Selected Historical Financial and Other Data

The following table presents, as of the dates and for the periods indicated, our selected historical financial and other data. The historical
statement of operations data for the fiscal years ended December 31, 2009, 2008 and 2007 and the historical balance sheet data as of
December 31, 2009 and 2008 are derived from, and should be read in conjunction with, the audited consolidated financial statements and related
notes appearing in our Annual Report on Form 10-K for the fiscal year ended December 31, 2009, which has been incorporated by reference into
this prospectus. The historical statement of operations data for the fiscal years ended December 31, 2006 and 2005 and the historical balance
sheet data as of December 31, 2007, 2006 and 2005 are also derived from our audited financial statements not included or incorporated by
reference into this prospectus.

The information contained in this table should also be read in conjunction with �Capitalization� and �Management�s Discussion and Analysis of
Financial Condition and Results of Operations,� appearing elsewhere in this prospectus.
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Years Ended December 31,
2009 2008 2007 2006 2005

(dollars in thousands, except per-share amounts)
Statement of Operations Data (1)

Operating revenues $ 613,609 $ 815,290 $ 751,558 $ 730,159 $ 678,076
Operating expenses:
Purchased transportation 373,539 466,823 471,531 493,686 471,238
Depreciation and amortization 20,218 21,002 17,544 16,353 17,278
Impairment charge (2) 148,630 �  �  �  �  
Other operating expenses 186,398 294,487 238,630 171,842 149,741

Operating (loss) income (115,176) 32,978 23,853 48,278 39,819

Interest expense, net 28,047 35,120 30,524 29,388 26,712
Write-off debt issuance costs 20 283 2,031 �  1,110
Gain on debt extinguishment (1,870) (16,532) �  �  �  
Other expense (income) 1,912 (2,945) 940 888 (222) 

(Loss) income before taxes (143,285) 17,052 (9,642) 18,002 12,219
Provision for (benefit from) income taxes 37,249 4,940 (2,079) (38,168) 352

Net (loss) income attributable to common shareholders (180,534) 12,112 (7,563) 56,170 11,867

Net (loss) income per common share:
Basic $ (9.28) $ 0.63 $ (0.39) $ 2.97 $ 0.63
Diluted (9.28) 0.62 (0.39) 2.87 0.61
Weighted average common shares outstanding:
Basic 19,449 19,379 19,336 18,920 18,934
Diluted 19,449 19,539 19,336 19,571 19,301

Other Data (1)

Net cash provided by operating activities $ 39,756 $ 19,593 $ 14,052 $ 28,236 $ 9,039
Net cash provided by (used in) investing activities 9,577 (8,524) (63,399) (10,591) (16,063) 
Net cash (used in) provided by financing activities (50,515) (13,485) 52,194 (12,474) 5,858
Number of terminals at end of period 108 149 169 165 165
Number of trailers operated at end of period 6,410 7,115 7,506 7,769 7,461
Number of tractors operated at end of period 2,839 3,224 3,927 3,829 3,539

Balance Sheet Data at Year End (1)

Working capital $ 19,016 $ 44,967 $ 67,093 $ 59,673 $ 43,079
Total assets 279,616 502,103 493,976 417,873 377,053
Total indebtedness, including current maturities 321,284 362,586 349,271 279,122 289,116
Stockholders� (deficit) equity (140,736) 31,020 27,300 31,774 (27,462) 

(1) On December 17, 2007, we acquired 100% of the stock of Boasso. The results of Boasso have been included in our results since the date of
the acquisition.

(2) The impairment charge resulted from an impairment analysis of goodwill and intangible assets performed during the quarter ended
June 30, 2009. Refer to Note 12 to the audited consolidated financial statements contained in our Annual Report on Form 10-K for the
fiscal year ended December 31, 2009.

28

Edgar Filing: QUALITY DISTRIBUTION INC - Form S-1

Table of Contents 45



Table of Contents

Management�s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion of our results of operations and financial condition should be read in conjunction with the audited consolidated
financial statements and the related notes appearing in our Annual Report on Form 10-K for the fiscal year ended December 31, 2009, which
have been incorporated by reference into this prospectus. The following discussion includes forward-looking statements. For a discussion of
important factors that could cause actual results to differ from results discussed in the forward-looking statements, see �Forward Looking
Statements and Certain Considerations.�

Overview

We operate the largest chemical bulk tank truck network in North America through our wholly owned subsidiary, QCI, and are a leading
provider of ISO (International Organization for Standardization) container and depot services through our wholly owned subsidiary, Boasso.

The bulk tank truck market in North America includes all products shipped by bulk tank truck carriers and consists primarily of liquid and dry
bulk chemicals (including plastics) and bulk dry and liquid food-grade products. We primarily transport a broad range of chemical products and
provide our customers with logistics and other value-added services. We are a core carrier for many of the major companies engaged in chemical
processing including BASF, Dow, DuPont, ExxonMobil, Georgia-Pacific, Honeywell, Procter & Gamble, Sunoco and Unilever, and we provide
services to most of the top 100 chemical producers with United States operations.

Our transportation revenue is a function of the volume of shipments by the bulk chemical industry, prices, the average number of miles driven
per load, our market share and the allocation of shipments between tank truck transportation and other modes of transportation such as rail. The
volume of shipments of chemical products is, in turn, affected by many other industries and end use markets, including consumer and industrial
products, paints and coatings, paper and packaging, agriculture and food products, and tends to vary with changing economic conditions.

Due to the nature of our customers� business, our revenues generally decline during winter months, namely the first and fourth fiscal quarters and
over holidays. Highway transportation can be adversely affected depending upon the severity of the weather in various sections of the country
during the winter months. Our operating expenses also are somewhat higher in the winter months, due primarily to decreased fuel efficiency,
increased utility costs and increased maintenance costs of equipment in colder months.

Boasso is the leading North American provider of ISO tank container transportation and depot services with eight terminals located in the
eastern half of the United States. In addition to intermodal ISO tank transportation services, Boasso provides tank cleaning, heating, testing,
maintenance and storage services to customers. Boasso provides local and over-the-road trucking primarily within the proximity of the port
cities where its depots are located and also sells equipment that its customers use for portable alternative storage or office space.

Demand for ISO tank containers is impacted by the volume of imports and exports of chemicals through United States ports. Boasso�s revenues
are accordingly impacted by this import/export volume in particular the number of shipments through ports at which Boasso has terminals, the
volume of rail shipments to and from ports at which Boasso has terminals and by Boasso�s market share. Economic conditions and differences
among the laws and currencies of nations may impact the volume of shipments as well.

Our bulk service network consists primarily of independently owned third-party affiliate terminals, company-operated terminals and independent
owner-operator drivers. Affiliates are independent companies we contract with to operate trucking terminals exclusively on our behalf in defined
markets. The affiliates provide the capital necessary to service their contracted business and are also responsible for most of the operating costs
associated with servicing the contracted business. Independent owner-operators are generally individual drivers who own or lease their tractors
and agree to provide transportation services to us under contract. We believe the use of affiliates and independent owner-operators provides the
following key competitive advantages to us in the marketplace:

� Locally owned and operated affiliate terminals can provide superior, tailored customer service.
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� Affiliates and independent owner-operators generally are paid a fixed, contractual percentage of revenue collected on each load they
transport creating a variable cost structure that mitigates against cyclical downturns.

� Reliance on affiliates and independent owner-operators creates an asset-light business model that generally reduces our capital
investment.

In the first quarter of 2009, we began consolidating certain company-operated terminals and transitioning other company-operated terminals to
affiliates. These actions continued throughout 2009 and have resulted in a larger portion of our revenue being generated by affiliates and a
substantial reduction in the number of terminals in our network. We believe these actions will reduce certain fixed costs, provide a more variable
cost structure and position us with a financially flexible business platform.

We believe the most significant factors relevant to our future business growth are the ability to (i) obtain additional business from existing
customers, (ii) add new customers, (iii) improve the utilization of our trailer fleet and (iv) add and retain qualified drivers. While many of our
customers source some of their logistics needs with rail, we expect our customers to continue to outsource a greater proportion of their logistics
needs to full service tank truck carriers. As a result of our leading market position, strong customer relationships and flexible business model, we
believe we are well-positioned to benefit from customers seeking consolidation of their shipping relationships and those opting to outsource a
greater portion of their logistics needs to third-party tank truck carriers.

On October 15, 2009, we received approximately $134.5 million of our 2012 Notes in exchange for new 2013 Senior Notes. We also received
approximately $83.6 million for our 9% Notes in exchange for approximately $80.7 million aggregate principal amount of our new 2013 PIK
Notes, approximately 1.75 million warrants and $1.8 million in cash. The warrants are exercisable to purchase shares of our common stock at an
exercise price of $0.01 per share, during the period beginning April 16, 2010 and ending on November 1, 2013.

Acquisitions and Dispositions

During 2009, we did not complete any asset or other acquisitions of businesses or affiliates.

On October 10, 2009, we sold substantially all of the operating assets of our tank wash subsidiary, QSI, for $13.0 million, of which $10.0
million was paid in cash and the remaining $3.0 million in a subordinated note. The subordinated note is a five year non-amortizing note which
matures on December 31, 2014. The principal is payable in a lump sum at maturity. Interest is payable quarterly at 7% per annum commencing
December 31, 2009. In connection with the sale, QSI entered into various agreements with the purchaser, which is not affiliated with us,
including long-term leases of real estate used in the tank wash business and various operating agreements. The assets sold had a net book value
of $4.9 million which included $4.3 million of equipment, $0.4 million of inventory, and $0.2 million of intangibles. The sold QSI business
generated approximately $19.5 million of revenue in 2009 from tank wash and related operations. We recorded a pre-tax gain in the fourth
quarter of $7.1 million.

During 2008, we purchased the assets of two transportation companies and the assets of an affiliate for $2.1 million, in the aggregate, of which
$1.4 million was paid in cash at closing and the remaining $0.7 million is payable over future periods. Of the total $2.1 million, we allocated
$1.0 million to property and equipment, $0.9 million to goodwill, and $0.2 million to other intangible assets such as non-compete agreements.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial condition and results of operations are based upon our consolidated financial statements, which have
been prepared in accordance with GAAP. We believe the following are the more critical accounting policies that impact the financial statements,
some of which are based on management�s best estimates available at the time of preparation. Actual future experience may differ from these
estimates.

Property and equipment�Property and equipment expenditures, including tractor and trailer rebuilds that extend the useful lives of such
equipment, are capitalized and recorded at cost. For financial statement purposes, these assets are depreciated using the straight-line method over
the estimated useful lives of the assets to an estimated salvage value.
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The asset lives used are presented in the following table:

Average Lives
(in years)

Buildings and improvements 10 - 25
Tractors and terminal equipment 5 - 7
Trailers 15 - 20
Furniture and fixtures 3 - 5
Other equipment 3 - 10

Tractor and trailer rebuilds, which are recurring in nature and extend the lives of the related assets, are capitalized and depreciated over the
period of extension, generally 3 to 10 years, based on the type and extent of these rebuilds. Maintenance and repairs are charged directly to
expense as incurred. Management estimates the useful lives of these assets based on historical trends and the age of the assets when placed in
service. Any changes in the actual lives could result in material changes in the net book value of these assets. Additionally, we estimate the
salvage values of these assets based on historical sales or disposals, and any changes in the actual salvage values could also affect the net book
value of these assets.

Furthermore, we evaluate the recoverability of our long-lived assets whenever adverse events or changes in the business climate indicate that the
expected undiscounted future cash flows from the related asset may be less than previously anticipated. If the net book value of the related asset
exceeds the undiscounted future cash flows of the asset, the carrying amount would be reduced to the present value of its expected future cash
flows and an impairment loss would be recognized. This analysis requires us to make significant estimates and assumptions in projecting future
cash flows, and changes in facts and circumstances could result in material changes in the amount of any write-offs for impairment.

Goodwill and intangible assets�We evaluate goodwill and indefinite-lived intangible assets for impairment annually during the second quarter
with a measurement date of June 30, and more frequently if indicators of impairment arise, in accordance with the FASB guidance. We evaluate
goodwill for impairment by determining the fair value based on criteria in the FASB guidance for each reporting unit, our trucking segment and
our container services segment. These reporting units contain goodwill and other identifiable intangible assets as a result of previous business
acquisitions. As a result of our annual impairment test conducted as of June 30, 2009, we concluded a total impairment charge of $148.6 million
was necessary, of which $144.3 million of goodwill was related to our trucking segment, eliminating 100% of the carrying amount of goodwill
of that segment, $1.9 million was related to our container services segment and $2.4 million was related to the tradename of our container
services segment.

We recorded a provision for income taxes of $36.3 million associated with the impairment charge. The impairment charge related to both
deductible and nondeductible tax goodwill. The impairment would have normally resulted in a tax benefit of $52.0 million, but this was offset
by $46.7 million of tax expense related to the nondeductible portion of the goodwill. Additionally, the recording of this impairment charge
caused an increase to the valuation allowance against deferred tax assets that we no longer believe are more likely than not to be realized. The
increase to the valuation allowance resulted in an increase to tax expense of $41.6 million. The increase to the valuation allowance was triggered
by the impairment charge.

We have evaluated at least quarterly whether indicators of impairment exist in accordance with applicable guidance. Prior to our June 30, 2009
analysis, we did not believe that factors attributable to the economic downturn would impact the recoverability of our goodwill. Our
performance since the prior period�s goodwill impairment test at June 30, 2008 through year end 2008 trended positive and there were no
indications from our quarterly reviews that a triggering event had occurred. The first quarter of 2009 showed improved operating income year
over year and strong operating cash flow; however, due to the continuing economic downturn, we reviewed not only our market capitalization,
but also performed a discounted cash flow analysis based on assumptions adjusted to reflect the current economic environment and which we
believed to be appropriate at the time. The conclusions from our extended analysis at March 31, 2009 did not indicate a trend in operating results
that would foretell of impairment to our goodwill. For our June 30, 2009 analysis, we adjusted further our assumptions used, such as growth and
discount rates, in the annual impairment test to reflect the persistence of the downward economic trend. We continued to evaluate indicators of
impairment quarterly following our
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annual goodwill impairment test at June 30, 2009 through year end 2009, including the quarter ended December 31, 2009. There were no
indications that a triggering event had occurred as of December 31, 2009. As of December 31, 2009, we had total goodwill of $27.0 million, all
of which was allocated to container services.

Goodwill

Under the FASB guidance, the process of evaluating the potential impairment of goodwill involves a two-step process and requires significant
judgment at many points during the analysis. In the first step, we determine whether there is an indication of impairment by comparing the fair
value of a reporting unit to its carrying amount, including goodwill. If, based on the first step, we determine that there is an indication of
goodwill impairment, we assess the impairment in step two in accordance with the FASB guidance.

In the first step, we determine the fair value for our reporting units using a combination of two valuation approaches: the market approach and
the income approach. The market approach uses a guideline company methodology which is based upon a comparison of us to similar
publicly-traded companies within our industry. We derive a market value of invested capital or business enterprise value for each comparable
company by multiplying the price per share of common stock of the publicly traded companies by their total common shares outstanding and
adding each company�s current level of debt. We calculate a business enterprise multiple based on revenue and earnings from each company then
apply those multiples to each reporting unit�s revenue and earnings to conclude a reporting unit business enterprise value. Assumptions regarding
the selection of comparable companies are made based on, among other factors, capital structure, operating environment and industry. As the
comparable companies were typically larger and more diversified than our reporting units, multiples were adjusted prior to application to our
reporting units� revenues and earnings to reflect differences in margins, long-term growth prospects and market capitalization.

The income approach uses a discounted debt-free cash flow analysis to measure fair value by estimating the present value of future economic
benefits. To perform the discounted debt-free cash flow analysis, we develop a pro forma analysis of each reporting unit to estimate future
available debt-free cash flow and discounting estimated debt-free cash flow by an estimated industry weighted average cost of capital based on
the same comparable companies used in the market approach. Per the FASB guidance, the weighted average cost of capital is based on inputs
(e.g., capital structure, risk, etc.) from a market participant�s perspective and not necessarily from the reporting unit or QDI�s perspective. Future
cash flow is projected based on assumptions for our economic growth, industry expansion, future operations and the discount rate, all of which
require significant judgments by management.

After computing a separate business enterprise value under the income approach and market approach, we apply a weighting to them to derive
the business enterprise value of the reporting unit. The income approach and market approach were both weighted 50% in the analysis
performed at June 30, 2009. The weightings are evaluated each time a goodwill impairment assessment is performed and give consideration to
the relative reliability of each approach at that time. Given that the business enterprise value derived from the market approach supported what
was calculated in the income approach, we believed that both approaches should be equally weighted. Based on these weightings we concluded
a business enterprise value for each reporting unit. We then add debt-free liabilities of the reporting unit to the concluded business enterprise
value to derive an implied fair value of the reporting unit. The implied fair value is compared to the reporting unit�s carrying value of total assets.
Upon completion of the analysis in step one, we determined that the carrying amount of our trucking reporting unit exceeded its fair value and
the carrying amount of our container services reporting unit was nearly breakeven with its fair value, requiring a step two analysis to be
performed for both reporting units.

In step two of the goodwill impairment test, the amount of impairment loss is determined by comparing the implied fair value of each reporting
unit�s goodwill with the carrying value of the reporting unit�s goodwill. This involves testing the definite-lived assets in accordance with the
FASB guidance using undiscounted cash flows. Then a fair value allocation is performed in accordance with the FASB guidance for each
reporting unit based on the business enterprise value obtained in step one. From that we determine the actual goodwill impairment for each
reporting unit based on the goodwill residual amount. If the carrying amount of reporting unit goodwill exceeds the implied fair value of that
goodwill, an impairment loss must be recognized in an amount equal to the excess. The loss recognized cannot exceed the carrying amount of
goodwill. After a goodwill impairment loss is recognized, the adjusted carrying amount of goodwill will be its new accounting basis. Upon
completion of step two of the analysis, an impairment charge was determined related to our trucking and container services segments.
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Intangible assets

To determine the implied fair value of our indefinite-lived intangible assets, we utilize the relief from royalty method, pursuant to which those
assets are valued by reference to the amount of royalty income they would generate if licensed in an arm�s length transaction. Under the relief
from royalty method, similar to the discounted cash flow method, estimated net revenues expected to be generated by the asset during its life are
multiplied by a benchmark royalty rate and then discounted by the estimated weighted average cost of capital associated with the asset. The
resulting capitalized royalty stream is an indication of the value of owning the asset. Based upon management�s review of the value of the
indefinite-lived intangible assets in our container services segment, we determined that the carrying value of the Boasso tradename exceeded its
implied fair value by $2.4 million. Accordingly, we recorded an impairment charge of $2.4 million related to our container services segment.

The methodology applied in the analysis performed at June 30, 2009 was consistent with the methodology applied in prior years, but was based
on updated assumptions, as appropriate. As a result of the downturn in the economic environment during 2008 and 2009, determining the fair
value of the individual reporting units required more judgment on the part of management than in the past. Given the continued recessionary
conditions in our industry, estimates of future cash flows used in the analysis performed at June 30, 2009 were lower than those used in the prior
year analysis. In addition, our weighted average cost of capital used in the analysis at June 30, 2009 was higher than that used in 2008 due to an
increase in the reporting unit risk premium coupled with the market driven inputs to weighted average cost of capital. The discount rates utilized
in the analysis also reflect market-based estimates of the risks associated with the projected cash flows of individual reporting units and were
increased from the prior year analysis to reflect increased risk due to current volatility in the economic environment.

If there are changes to the methods used to allocate carrying values, if management�s estimates of future operating results change, if there are
changes in the identified reporting units or if there are changes to other significant assumptions, the estimated carrying values for each reporting
unit and the estimated fair value of our goodwill could change significantly, and could result in future impairment charges, which could
materially impact our results of operations and financial condition.

Deferred tax asset�In accordance with FASB guidance, we use the liability method of accounting for income taxes. Significant management
judgment is required in determining the provision for income taxes and, in particular, any valuation allowance that is recorded or released
against our deferred tax assets.

We continue to evaluate quarterly the positive and negative evidence regarding the realization of net deferred tax assets. The carrying value of
our net deferred tax assets is based on our belief that it is more likely than not that we will generate sufficient future taxable income to realize
these deferred tax assets. The Company reviews a rolling thirty-six month calculation of U.S. earnings to determine if we are in a cumulative
loss position.

During the second quarter of 2009, an impairment charge of $148.6 million was recorded, and as a result of this charge, we determined that we
were in a cumulative loss position. Based on this negative evidence we concluded that it was no longer more likely than not that our net deferred
tax asset was realizable. For purposes of assessing realizability of the deferred tax assets, this cumulative financial reporting loss position is
considered significant negative evidence that we will not be able to fully realize the deferred tax assets in the future. As a result, a $41.2 million
deferred tax valuation allowance was recorded. Our judgments regarding future taxable income may change due to changes in market
conditions, changes in tax laws, operating results or other factors. If any of these factors and related estimates change in the future, it may
increase or decrease the valuation allowance and related income tax expense in the same period

At December 31, 2009, we had an estimated $95.7 million in federal net operating loss carryforwards, $2.3 million in alternative minimum tax
credit carryforwards and $3.1 million in foreign tax credit carryforwards. The net operating loss carryforwards will expire in the years 2018
through 2027, while the alternative minimum tax credits may be carried forward indefinitely and the foreign tax credits may be carried forward
for 10 years.
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Uncertain income tax positions�In accordance with FASB guidance, we account for uncertainty in income taxes, using a two-step process. The
first step is to evaluate the tax position for recognition by determining if the weight of available evidence indicates that it is more likely than not
that the position will be sustained on audit, including resolution of related appeals or litigation processes, if any. The second step requires us to
estimate and measure the tax benefit as the largest amount that is more than 50% likely to be realized upon ultimate settlement. It is inherently
difficult and subjective to estimate such amounts, as we have to determine the probability of various possible outcomes. We re-evaluate these
uncertain tax positions on a quarterly basis. This evaluation is based on factors including, but not limited to, changes in facts or circumstances,
changes in tax law, effectively settled issues under audit, and new audit activity. Such a change in recognition and measurement would result in
recognition of a tax benefit and/or an additional charge to the tax provision.

The provision for income taxes was $37.2 million in 2009 as compared to $4.9 million in 2008. The effective rate for 2009 was negative 26.0%,
which is lower than our normalized tax rate of 39.0%, in large part due to the recording of a deferred tax valuation allowance and an impairment
charge.

Environmental liabilities�We have reserved for potential environmental liabilities based on the best estimates of potential clean-up and
remediation for known environmental sites. We employ a staff of environmental professionals to administer all phases of our environmental
programs and use outside experts where needed. These professionals develop estimates of potential liabilities at these sites based on projected
and known remediation costs. These cost projections are determined through previous experiences with other sites and through bids from
third-party contractors. Management believes current reserves are reasonable based on current information.

Accrued loss and damage claims�We currently maintain liability insurance for bodily injury and property damage claims, covering all employees,
independent owner-operators and affiliates, and workers� compensation insurance coverage on our employees and company drivers. This
insurance includes deductibles of $2.0 million per incident for bodily injury and property damage and $1.0 million for workers� compensation for
periods after March 31, 2008. Prior to March 30, 2008, our insurance deductible was $5.0 million per incident for bodily injury and property
damage. As such, we are subject to liability as a self-insurer to the extent of these deductibles under the policy. We are self-insured for damage
to the equipment we own or lease and for cargo losses. As of December 31, 2009, we had $33.6 million in an outstanding letter of credit to our
insurance administrator to guarantee the self-insurance portion of our liability. If we fail to meet certain terms of our agreement, the insurance
administrator may draw down the letter of credit. In developing liability reserves, we rely on professional third party claims administrators,
insurance company estimates and the judgment of our own personnel, and independent professional actuaries and attorneys. The most significant
assumptions used in the estimation process include determining the trends in loss costs, the expected consistency in the frequency and severity of
claims incurred but not yet reported to prior-year claims, and expected costs to settle unpaid claims. Management believes reserves are
reasonable given known information, but as each case develops, estimates may change to reflect the effect of new information.

Revenue recognition�Transportation revenue, including fuel surcharges, and related costs are recognized on the date freight is delivered. Other
service revenue consists primarily of rental revenues, container revenues and tank wash revenues. Rental revenues from affiliates, independent
owner-operators and third parties are recognized ratably over the lease period. Container revenues, consisting primarily of repair and storage
services, are recognized when the services are rendered. Tank wash revenues are recognized when the wash is completed. Service revenues on
insurance policies are recorded as a contractual percentage of premiums received ratably over the period that the insurance covers. We recognize
all revenues on a gross basis as the principal and primary obligor with risk of loss in relation to our responsibility for completion of services as
contracted with our customers.

Allowance for uncollectible receivables�The allowance for all potentially uncollectible receivables is based on a combination of historical data,
cash payment trends, specific customer issues, write-off trends, general economic conditions and other factors. These factors are continuously
monitored by our management to arrive at the estimate for the amount of accounts receivable that may be ultimately uncollectible. The
receivables analyzed include trade receivables, as well as loans and advances made to independent owner-operators and affiliates. If the financial
condition of our customers were to deteriorate, resulting in an impairment of their ability to make payments, an additional allowance could be
required.
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Stock compensation plans�Stock compensation is determined by the assumptions required under the FASB guidance. The fair values of stock
option grants are based upon the Black-Scholes option-pricing model and amortized as compensation expense on a straight-line basis over the
vesting period of the grants. Restricted stock awards are issued and measured at market value on the date of grant and related compensation
expense is recognized over time on a straight-line basis over the vesting period of the grants. Stock-based compensation expense related to stock
options and restricted stock was $0.7 million and $0.4 million, respectively, for fiscal year 2009. As of December 31, 2009, there was
approximately $5.2 million of total unrecognized compensation cost related to the unvested portion of our stock-based awards. The recognition
period for the remaining unrecognized stock-based compensation cost generally varies from two to four years. For further discussion on
stock-based compensation, see Note 18 of the notes to our audited consolidated financial statements appearing in our Annual Report on Form
10-K for the fiscal year ended December 31, 2009, which has been incorporated by reference into this prospectus.

Pension plans�We maintain two noncontributory defined-benefit plans resulting from a prior acquisition that cover certain full-time salaried
employees and certain other employees under a collective bargaining agreement. Both plans are frozen and, as such, no future benefits accrue.
We record annual amounts relating to these plans based on calculations specified by GAAP, which include various actuarial assumptions such as
discount rates (6.25% to 6.30%) and assumed rates of return (7.00% to 8.00%) depending on the pension plan.

Material changes in pension costs may occur in the future due to changes in these assumptions. Future annual amounts could be impacted by
changes in the discount rate, changes in the expected long-term rate of return, changes in the level of contributions to the plans and other factors.

We had an accumulated net pension equity credit (after-tax) of $1.0 million at December 31, 2009 compared to a charge of $9.7 million at
December 31, 2008. The equity charge in 2008 reflected the decline in our funded status as a result of significant negative asset returns during
2008.

The discount rate is based on a model portfolio of AA-rated bonds with a maturity matched to the estimated payouts of future pension benefits.
The expected return on plan assets is based on our expectation of the long-term rates of return on each asset class based on the current asset mix
of the funds, considering the historical returns earned on the type of assets in the funds, plus an assumption of future inflation. The current
inflation assumption is 3.00%. We review our actuarial assumptions on an annual basis and make modifications to the assumptions based on
current rates and trends when appropriate. The effects of the modifications are amortized over future periods.

Assumed discount rates and expected return on plan assets have a significant effect on the amounts reported for the pension plan. At
December 31, 2009, our projected benefit obligation (�PBO�) was $47.3 million. Our projected 2010 net periodic pension expense is $1.9 million.
A 1.0% decrease in our assumed discount rate would increase our PBO to $52.3 million and increase our 2010 net periodic pension expense less
than $0.1 million. A 1.0% increase in our assumed discount rate would decrease our PBO to $43.1 million and decrease our 2010 net periodic
pension expense less than $0.1 million. A 1.0% decrease in our assumed rate of return would not change our PBO but would increase our 2010
net periodic pension expense to $2.2 million. A 1.0% increase in our assumed rate of return would not change our PBO but would decrease our
2010 net periodic pension expense to $1.6 million.

Restructuring�We account for restructuring costs associated with one-time termination benefits, costs associated with lease and contract
terminations and other related exit activities in accordance with the FASB�s guidance. We have made estimates of the costs to be incurred as part
of our restructuring plan. During the quarter ended June 30, 2008, we committed to a plan of restructure resulting in the termination of
non-driver positions and the consolidation, closure and affiliation of underperforming company terminals. We continued our plan of restructure
throughout 2008 which resulted in a restructuring charge of $5.3 million, of which the majority related to our trucking segment. Our
restructuring plan continued in 2009 and resulted in charges of $3.5 million, of which the majority related to our trucking segment. The charges
in 2008 and 2009 related to employee termination benefits and other related exit activities, and included the termination of approximately 350
non-driver positions. We expect to conclude our restructuring plan in 2010 and to take additional related charges during the year. At
December 31, 2009, $1.1 million was accrued related to the restructuring charges, which are expected to be paid through 2010.
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New Accounting Pronouncements

During 2009, the Financial Accounting Standards Board (�FASB�) issued the FASB Accounting Standards Codification, or Codification. The
Codification became the single source for all authoritative generally accepted accounting principles. The Codification does not change GAAP
and did not impact our financial position or results of operations. generally accepted accounting principles.

In June 2009, FASB issued new guidance which revises and updates previously issued guidance related to variable interest entities. The new
guidance eliminates the exceptions to consolidating qualifying special-purpose entities that were included in the prior guidance. The new
guidance contains new criteria for determining the primary beneficiary and increases the frequency of required reassessments to determine
whether a company is the primary beneficiary of a variable interest entity. The guidance also contains a new requirement that any term,
transaction, or arrangement that does not have a substantive effect on an entity�s status as a variable interest entity, a company�s power over a
variable interest entity, or a company�s obligation to absorb losses or its right to receive benefits of an entity must be disregarded. The
elimination of the qualifying special-purpose entity concept and its consolidation exceptions means more entities will be subject to consolidation
assessments and reassessments. The new guidance will be effective for our fiscal year beginning January 1, 2010. This guidance has no impact
on our consolidated financial statements.

In June 2009, the FASB issued guidance that eliminates the concept of a qualifying special-purpose entity, creates more stringent conditions for
reporting a transfer of a portion of a financial asset as a sale, clarifies other sale-accounting criteria, and changes the initial measurement of a
transferor�s interest in transferred financial assets. This guidance will be effective for our fiscal year beginning January 1, 2010. This guidance
has no impact on our consolidated financial statements.

In May 2009, the FASB issued guidance related to subsequent events that provides general standards of accounting for and disclosure of events
that occur after the balance sheet date but before financial statements are issued or are available to be issued. It requires the disclosure of the date
through which an entity has evaluated subsequent events and the basis for that date; that is, whether that date represents the date the financial
statements were issued or were available to be issued. We adopted this guidance in the second quarter of 2009, as it became effective for interim
or annual financial periods ending after June 15, 2009. In February 2010 the guidance was amended, eliminating the requirement to disclose the
date through which subsequent events were evaluated.

On April 9, 2009, the Securities and Exchange Commission (�SEC�) issued guidance that amended and supplemented its previous guidance on
other than temporary impairment of certain investments in debt and equity securities. The newly issued guidance maintains the SEC staff�s
previous views related to equity securities; however, debt securities are excluded from its scope. The guidance provides that
�other-than-temporary� impairment is not necessarily the same as �permanent� impairment and unless evidence exists to support a value equal to or
greater than the carrying value of the equity security investment, a write-down to fair value should be recorded and accounted for as a realized
loss. The guidance was effective upon issuance and had no impact on our consolidated financial statements.

On April 9, 2009, the FASB issued guidance which requires an entity to provide disclosures about fair value of financial instruments in interim
financial information. The disclosures are required prospectively and are effective for interim and annual periods ending after June 15, 2009. We
adopted this guidance, and the required disclosures are included herein. This guidance had no impact on our consolidated financial statements.

On April 1, 2009, the FASB issued guidance requiring that assets acquired and liabilities assumed in a business combination that arise from a
contingency must be recognized at fair value. If fair value cannot be determined during the measurement period defined in the guidance, the
asset or liability can still be recognized if it can be determined that it is probable that the asset existed or the liability had been incurred as of the
measurement date and if the amount of the asset or liability can be reasonably estimated. If it is not determined to be probable that the
asset/liability existed/was incurred or no reasonable amount can be determined, no asset or liability is recognized. The entity should determine a
rational basis for subsequently measuring the acquired assets and assumed liabilities. Contingent consideration agreements should be recognized
initially at fair value and subsequently reevaluated in accordance with the guidance. The guidance is effective for business combinations with an
acquisition date on or after the beginning of the Company�s first annual reporting period beginning on or after December 15, 2008. The Company
will assess the impact of this guidance if and when a future acquisition occurs.
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On January 1, 2009, we adopted newly issued guidance from the FASB regarding business combinations. This guidance significantly changes
the financial accounting and reporting of business combination transactions but retains the fundamental requirements of the prior guidance,
including utilizing the purchase method for all business combinations and identifying an acquirer for each business combination. The impact of
adopting the new guidance will depend on the nature, terms and size of business combinations completed.

On January 1, 2009, we adopted the FASB�s amended guidance on noncontrolling interests in consolidated financial statements. This guidance
requires the reporting of all noncontrolling interests as a separate component of stockholders� equity, the reporting of consolidated net income
(loss) as the amount attributable to both the parent and the noncontrolling interests, and the separate disclosure of net income (loss) attributable
to the parent and to the noncontrolling interests. Other than the reporting requirements described above which require retrospective application,
the remaining provisions are to be applied prospectively in the first annual reporting period beginning on or after December 15, 2008. The
adoption of this guidance had an immaterial impact on our consolidated financial statements.

In conjunction with guidance on noncontrolling interests, we adopted guidance on classification and measurement of redeemable securities. This
standard is applicable for all noncontrolling interests where the Company is subject to equity classified securities that are redeemable or may
become redeemable at a fixed or determinable price on a fixed or determinable date, at the option of the holder, or upon the occurrence of an
event that is not solely within the control of the issuer. A subsidiary of QDI has issued and outstanding preferred stock that is held by holders
other than QDI and its other subsidiaries. The holders have the right to cause us to redeem their shares of preferred stock. The redemption value
of the preferred stock held by these noncontrolling holders equals the fair value of $1.8 million at December 31, 2009 and is reflected in our
consolidated balance sheets as redeemable noncontrolling interest.

On January 1, 2009, we adopted new guidance from the FASB on determining the useful life of intangible assets which amends the factors that
should be considered in developing renewal or extension assumptions used to determine the useful life of a recognized intangible asset. The
amended guidance removes an earlier requirement to consider whether an intangible asset can be renewed without substantial cost or material
modifications to the existing terms and conditions; instead, it requires an entity to consider its own historical experience in renewing similar
arrangements. The guidance also requires expanded disclosure related to the determination of intangible asset useful lives. The adoption of this
guidance had no impact on our consolidated financial statements.

On January 1, 2009, we adopted the FASB�s guidance to assist in determining whether instruments granted in share-based payment transactions
are participating securities. The guidance addresses whether unvested equity-based awards are participating securities and, therefore, need to be
included in the earnings allocation in computing earnings per share under the two-class method The adoption of this guidance had no impact on
our consolidated financial statements.

In December 2008, the FASB issued guidance on an employer�s disclosures about plan assets of a defined benefit pension or other postretirement
plan. This guidance is intended to ensure that an employer meets the objectives of the disclosures about plan assets in an employer�s defined
benefit pension or other postretirement plan to provide users of financial statements with an understanding of the following: how investment
allocation decisions are made, the major categories of plan assets, the inputs and valuation techniques used to measure the fair value of plan
assets, the effect of fair value measurements using significant unobservable inputs on changes in plan assets, and significant concentrations of
risk within plan assets. The disclosures required become effective for us on December 31, 2009. We have determined that the adoption of this
guidance will not have an impact on our consolidated financial statements.

On January 1, 2008, we adopted the FASB�s guidance on fair value measurements which provides a consistent definition of fair value that
focuses on exit price and prioritizes, within a measurement of fair value, the use of market-based inputs over company-specific inputs. The
guidance requires expanded disclosures about fair value measurements and establishes a three-level hierarchy for fair value measurements based
on the observable inputs to the valuation of an asset or liability at the measurement date. The standard also requires that a company consider its
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own nonperformance risk when measuring liabilities carried at fair value, including derivatives. In February 2008, the FASB permitted
companies to partially defer the effective date of its fair value measurement guidance for one year for nonfinancial assets and nonfinancial
liabilities that are recognized or disclosed at fair value in the financial statements on a nonrecurring basis, and we elected to do so. On January 1,
2009, we adopted the fair value measurement guidance for nonfinancial assets and nonfinancial liabilities. The effect of our adoption was not
material to our consolidated financial statements.

On January 1, 2008, we adopted the FASB�s guidance on the fair value option for financial assets and financial liabilities which permits a
company to measure certain financial assets and financial liabilities at fair value that were not previously required to be measured at fair value.
We have not elected to measure any financial assets and financial liabilities at fair value which were not previously required to be measured at
fair value; therefore, the adoption of this guidance has had no effect on our results of operations.

Results of Operations

The following table sets forth for the periods indicated the percentage of total revenue represented by certain items in our consolidated
statements of operations for the periods presented:

Year Ended December 31,
2009 2008 2007

Operating Revenues:
Transportation 74.1% 69.4% 77.3% 
Other service revenue 17.1 12.8 10.1
Fuel surcharge 8.8 17.8 12.6

Total operating revenues 100.0 100.0 100.0

Operating Expenses:
Purchased transportation 60.9 57.3 62.7
Compensation 12.5 13.4 11.4
Fuel, supplies and maintenance 10.2 14.0 10.8
Depreciation and amortization 3.3 2.6 2.3
Selling and administrative 4.0 4.4 4.2
Insurance costs 2.3 1.8 3.2
Taxes and licenses 0.6 0.6 0.5
Communication and utilities 1.3 1.6 1.5
Gain on sale of tank wash assets (1.2) �  �  
Loss (gain) on disposal of property and equipment 0.1 (0.4) 0.1
Impairment on property and equipment 24.2 �  �  
Restructuring charges 0.6 0.7 �  

Total operating expenses 118.8 96.0 96.7

Operating (loss) income (18.8) 4.0 3.3

Interest expense, net 4.6 4.3 4.1
Write-off of debt issuance costs �  �  0.3
Gain on early debt extinguishment (0.3) (2.0) �  
Other expense (income) 0.3 (0.4) 0.1

(Loss) income before income taxes (23.4) 2.1 (1.2) 
Provision for (benefit from) income taxes 6.1 0.6 (0.3) 

Net (loss) income (29.5) 1.5 (0.9) 
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The following table sets forth for the periods indicated the number of terminals, tractors and trailers utilized in our business (including affiliates
and owner-operators) as of December 31:

2009 2008 2007

Terminals 108 149 169
Number of drivers 2,591 3,053 3,486
Trailers 6,410 7,115 7,506
Tractors 2,839 3,224 3,927
Transportation billed miles (in thousands) 108,302 136,234 154,340

Year Ended December 31, 2009 Compared to Year Ended December 31, 2008

Total revenues for 2009 were $613.6 million, a decrease of $201.7 million, or 24.7%, compared to 2008 revenues. Transportation revenue
decreased by $111.2 million, or 19.6%, primarily due to a decrease in linehaul revenue due to continuing softness in the housing and automotive
industries and general weakening of our economy. We had a 20.0% decrease in the total number of miles driven as the average number of miles
per load decreased over the prior year along with a 22.7% decrease in overall loads.

Other service revenue increased by $0.9 million, or 0.9%, compared to 2008. This increase was primarily due to $11.6 million of increased
rental income from the conversion of certain company-operated terminals to affiliate terminals, offset by reductions in tank wash revenue of $8.9
million due to tank wash closures, reduced business and the sale of substantially all of our tank wash business in the fourth quarter of 2009.

Fuel surcharge revenue decreased $91.4 million, or 62.9%, primarily due to a decrease in fuel prices and a decrease in the total number of miles
driven.

Purchased transportation decreased by $93.3 million, or 20.0%, due primarily to the decrease in linehaul revenue, miles driven and loads. Total
purchased transportation as a percentage of transportation revenue and fuel surcharge revenue increased to 73.4% in 2009, versus 65.6% for
2008 due to the conversion of certain company-operated terminals to affiliate terminals. Our affiliates generated 72.8% of our transportation
revenue and fuel surcharge revenue for 2009 compared to 50.7% for 2008. We pay our affiliates a greater percentage of transportation revenues
generated by them than is paid to independent owner-operators, so our purchased transportation costs will change as revenues generated by
affiliates change as a percentage of total transportation revenue. During the 2009 and 2008 periods, we paid our affiliates approximately 85% of
transportation revenue and paid independent owner-operators approximately 65% of transportation revenue.

In 2009, we transitioned the majority of company-operated terminals to affiliates. These actions resulted in a larger portion of our revenue being
generated by affiliates in 2009 and we expect an even larger portion to be generated by affiliates in 2010. We believe these actions will reduce
certain fixed costs and provide a more variable cost structure.

Compensation expense decreased $32.2 million, or 29.5%, primarily due to $30.0 million of reduced expense from corporate headcount
reductions, terminal consolidations, and conversions of company-operated terminals to affiliate terminals offset by $2.2 million increase in
pension expense. In addition, we had a reduction in compensation expense of $4.7 million for QSI due to tank wash closures, reduced business,
and the sale of substantially all of our tank wash business in the fourth quarter of 2009.

Fuel, supplies and maintenance decreased $51.9 million, or 45.4%, due to lower fuel costs of $26.8 million, lower repairs and maintenance
expense of $17.7 million, lower equipment rent expense of $4.8 million and lower QSI expenses of $3.9 million due to tank wash closures,
reduced business and the sale of substantially all of our tank wash business in the fourth quarter of 2009 offset by an increase in Boasso terminal
operations.

Selling and administrative expenses decreased $11.3 million, or 31.4%, primarily due to $4.2 million reduction in building rent expense and
other expenses related to closed or converted terminals. In addition, we had a decrease of $4.1 million in professional fees, $1.6 million in
travel-related costs, and $1.8 million for QSI due to tank wash closures and the sale of substantially all of our tank wash business in the fourth
quarter of 2009, offset by an increase in our bad debt reserve of $0.7 million.
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Insurance costs decreased $0.9 million, or 5.9%, primarily due to a reduction in the number and severity of accidents that occurred during 2009.

Communication and utilities expense decreased $4.8 million, or 37.8%, primarily due to reduced expense from terminal consolidations,
conversions of company-operated terminals to affiliate terminals, tank wash closures and the sale of substantially all of our tank wash business
in the fourth quarter of 2009.

Gain on sale of tank wash equipment of $7.1 million resulted from the sale of substantially all of QSI�s operating assets for $13.0 million to a
third party on October 10, 2009.

Loss on disposal of property and equipment was $0.5 million in 2009 as compared to a gain of $3.1 million in 2008. The loss in 2009 resulted
from the disposals of revenue equipment compared with a gain in 2008 resulting from the sale of land not used in our business.

In 2009, we recorded a non-cash impairment charge to goodwill and intangibles totaling $148.6 million as a result of our impairment analysis,
which is performed at least annually every June 30 on both our trucking and container services segments. We recorded a charge of $144.3
million for the impairment of goodwill in our trucking segment. We also recorded a charge of $1.9 million for the impairment of goodwill in our
container services segment and a charge of $2.4 million for the impairment of the tradename in our container services segment. Further
information regarding our impairment analysis is included in �Goodwill and Intangible Assets� in our �Critical Accounting Policies and Estimates�.

We incurred restructuring costs of $3.5 million in 2009 and $5.3 million in 2008 primarily due to expenses associated with our restructuring plan
which began during the second quarter of 2008. These costs consist of employee termination benefits and other related exit activities. As of
December 31, 2009 we had accrued $1.1 million of additional expense related to this plan. We expect to conclude our restructuring plan in 2010
and to take additional related charges during the year.

Operating loss was $115.2 million in 2009 as compared to operating income of $33.0 million in 2008. The operating margin for 2009 was
(18.8%) compared to 4.0% for 2008 as a result of the above items.

Interest expense decreased by $7.2 million, or 20.3%, in 2009 compared to 2008 primarily due to a decrease in interest rates on our floating rate
debt partially offset by higher interest rates following our note exchange in the fourth quarter of 2009. In addition, the outstanding principal
amount of our 9% Notes was lower due to our note repurchases during 2009 and 2008, and the outstanding balance on our ABL Facility was
lower. We expect our interest expense to increase in 2010 as our 2013 Senior Notes and our 2013 PIK Notes bear higher rates of interest than the
notes for which they were exchanged.

In 2009, gain on debt extinguishment of $1.9 million resulted from the repurchase of $4.0 million of our 9% Notes. In 2008, gain on debt
extinguishment of $16.5 million resulted from the repurchase of $24.2 million of our 9% Notes.

Other expense of $1.9 million in 2009 consists primarily of $2.3 million of costs related to refinancing activities related to our note exchanges
offset by $0.4 million in foreign currency conversions. Other income of $2.9 million in 2008 resulted primarily from the settlement of an
acquired pension liability of $3.4 million offset by $0.3 million in foreign currency conversion.

The provision for income taxes was $37.2 million in 2009 as compared to a provision for income taxes of $4.9 million in 2008. The effective
rate for 2009 was (26.0%), which is lower than our normalized tax rate of 39.0%, in large part due to the recording of a deferred tax valuation
allowance and an impairment charge.

Net loss was $180.5 million for 2009 compared with a net income of $12.1 million for 2008 for the reasons outlined above.
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Year Ended December 31, 2008 Compared to Year Ended December 31, 2007

Total revenues for 2008 were $815.3 million, an increase of $63.7 million or 8.5%, compared to 2007 revenues. Transportation revenue
decreased by $14.9 million or 2.6%, primarily due to a $43.0 million increase from the acquired Boasso operations offset by a $57.9 million
decrease in our pre-existing business due to continuing softness in the housing and automotive industries and general weakening of our
economy. We had an 11.5% decrease in the total number of miles driven as the average number of miles per load decreased over the prior year
along with a 7.7% decrease in overall loads.

Other service revenue increased by $27.8 million, or 36.5%, compared to 2007. This increase was primarily due to a $30.4 million increase in
revenue generated by the acquired Boasso operations.

Fuel surcharge revenue increased $50.8 million, or 53.6%, primarily due to an increase in fuel prices, and to the acquisition of Boasso, offset in
part by a decrease in the total number of miles driven.

Purchased transportation decreased by $4.7 million, or 1.0%, due primarily to a reduction in our pre-existing business due to a weakened
economy offset by $26.8 million of expense from the acquired Boasso operations. Total purchased transportation as a percentage of
transportation revenue and fuel surcharge revenue decreased to 65.6% in 2008 versus 69.8% for the prior year due to the conversion of certain
affiliate terminals to company-operated terminals. Our affiliates generated 50.7% of our transportation revenue and fuel surcharge revenue for
2008 compared to 56.7% for the prior year. We pay our affiliates a greater percentage of transportation revenues generated by them than is paid
to independent owner-operators, so our purchased transportation costs will change as revenues generated by affiliates change as a percentage of
total transportation revenue. During the 2008 and 2007 periods, we paid our affiliates approximately 85% of the transportation revenue and paid
independent owner-operators approximately 65% of transportation revenue.

Compensation expense increased $23.3 million, or 27.1%, due primarily to $18.5 million of expense from the acquired Boasso operations. In
addition, we had an increase of $6.1 million due to new or converted Company terminals added over the prior year and $0.9 million increase in
healthcare costs partially offset by a reduction of approximately $2.3 million from wages and payroll taxes for positions eliminated in our plan
of restructure.

Fuel, supplies and maintenance increased $33.0 million, or 40.6%, due primarily to $20.5 million of expense from the acquired Boasso
operations, increased fuel costs of $11.7 million, increased equipment maintenance of $1.5 million and increased equipment lease costs of $0.6
million as we increase the capacity of our equipment.

Depreciation and amortization expense increased $3.5 million, or 19.7%, due primarily to increased depreciation and amortization from the
acquired Boasso operations.

Selling and administrative expenses increased $4.5 million, or 14.5%, due primarily to $4.1 million of expense from the acquired Boasso
operations. We also incurred an increase of $0.3 million in bad debt expense in 2008 due to credit adjustments in 2007 resulting from a reduction
in days sales outstanding in 2007, and an increase of $0.4 million in professional fees offset by a decrease of $0.6 million of travel related costs.

Insurance claims expense decreased $8.9 million, or 37.2%, due primarily to a reduction in the number and severity of accidents that occurred
during 2008 offset by an increase of $1.8 million for the acquired Boasso operations.

Gain on disposal of property and equipment was $3.1 million in 2008 as compared to a loss of $1.0 million in 2007. The gain in the current year
period resulted from the sale of land not used in our business compared with a loss in the prior year resulting from the disposals of certain tank
wash equipment.

In 2008, we incurred restructuring costs of $5.3 million primarily due to employee termination benefits and costs associated with lease and
contract terminations and other related exit activities related to our restructuring plan. The majority of these costs were related to our trucking
operations.
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Operating income increased $9.1 million, or 38.3%, compared to 2007. The operating margin for 2008 was 4.0% compared to 3.3% for 2007 as
a result of the above items.

Interest expense increased by $4.2 million, or 13.4%, in 2008 compared to 2007 primarily due to interest on our new $50 million of the 2012
Notes issued in December 2007. These notes, along with our entry into a new asset-based loan facility in December 2007, were issued primarily
to fund the acquisition of Boasso, and to repay a portion of the term loan under our previous credit facility. In conjunction with these notes, we
are incurring increased amortization of the original issue discount related to these notes. In addition, the amortization of deferred financing costs
has increased due to the refinancing of our previous revolving credit facility in December 2007.

We wrote off debt issuance costs of $0.3 million related to the partial repurchase of our 9% Notes in 2008. In 2007, we wrote off $1.2 million of
debt issuance costs due to the refinancing of our previous revolving credit facility and term loan with our new asset-based loan facility and
recorded a charge of $0.8 million for bridge loan commitment fees related to the Boasso acquisition in 2007.

Gain on debt extinguishment of $16.5 million resulted from the repurchase of $24.2 million of our 9% Notes.

Other income of $2.9 million in 2008 resulted primarily from the settlement of an acquired pension liability of $3.4 million offset by $0.3
million in foreign currency conversion. Other expense in 2007 contained $1.6 million of costs related to an unconsummated acquisition and
refinancing activities offset by $0.7 million in foreign currency conversions.

The provision for income taxes was $4.9 million in 2008 as compared to a benefit from income taxes of $2.1 million in 2007. The effective rate
for 2008 was 29.0%, which is lower than our anticipated 39.0% effective rate in large part due to recording a $1.2 million reduction to tax
expense related to a pension adjustment. The Company�s effective rate would have been higher if this pension adjustment had not been recorded.
This pension adjustment was related to an income item related to the release of a pension obligation that would never be subject to income tax.

Net income was $12.1 million for 2008 compared with a net loss of $7.6 million for 2007 for the reasons outlined above.

Segment Operating Results

We have two reportable business segments for financial reporting purposes that are distinguished primarily on the basis of services offered:

� Trucking, which consists of truckload transportation of bulk chemicals, and

� Container Services, specifically ISO tank container transportation and depot services.
Segment revenues and operating income include the allocation of fuel surcharge to the trucking and container services segments. The operating
income reported in our segments excludes amounts reported in Other operating income, such as gains and losses on disposal of property and
equipment, restructuring costs, impairment charge and corporate and other unallocated amounts. Corporate and unallocated amounts include
depreciation and amortization and other gains and losses. Although these amounts are excluded from the business segment results, they are
included in reported consolidated earnings. Included in Other revenues are revenues from our tank wash services and other value-added services.
We have not provided specific asset information by segment, as it is not regularly provided to our chief operating decision maker for review.
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Summarized segment operating results are as follows (in thousands):

Year ended December 31, Change

2009
% of
Total 2008

% of
Total $ %

Operating revenue:
Trucking $ 460,390 75.0% $ 653,618 80.2% (193,228) (29.6)% 
Container Services 79,499 13.0 89,715 11.0 (10,216) (11.4)% 
Other revenue 73,720 12.0 71,957 8.8 1,763 2.5% 

Total $ 613,609 100.0% 815,290 100.0% 

Operating income:
Trucking $ 35,217 69.7 $ 41,291 73.5% (6,074) (14.7)% 
Container Services 11,287 22.4 10,934 19.5 353 3.2% 
Other operating income 3,984 7.9 3,988 7.0 (4) (0.1)% 

Total $ 50,488 100.0% $ 56,213 100.0% 

Year ended December 31, Change

2008
% of
Total 2007

% of
Total $ %

Operating revenue:
Trucking $ 653,618 80.2 $ 666,199 88.6% (12,581) (1.9)% 
Container Services 89,715 11.0 12,168 1.6 77,547 637.3% 
Other revenue 71,957 8.8 73,191 9.8 (1,234) (1.7)% 

Total $ 815,290 100.0% $ 751,558 100.0% 

Operating income:
Trucking $ 41,291 73.5 $ 37,421 88.3% 3,870 10.3% 
Container Services 10,934 19.5 (93) (0.2) 11,027 11,857.0% 
Other operating income 3,988 7.0 5,028 11.9 (1,040) (20.7)% 

Total $ 56,213 100.0% $ 42,356 100.0% 

Year Ended December 31, 2009 Compared to Year Ended December 31, 2008

Operating revenue:

Trucking�revenues decreased $193.2 million, or 29.6%, for 2009 compared to 2008 due to fewer miles driven due to a weakened economy and a
decrease in fuel surcharge resulting from lower fuel prices in 2009.

Container Services�revenues decreased $10.2 million, or 11.4%, for 2009 compared to 2008 due to a decrease of $6.5 million in fuel surcharge
and a decrease of $3.7 million in linehaul revenue.

Other revenue�revenues increased $1.8 million, or 2.5%, for 2009 compared to 2008 due primarily to an increase of $11.6 million in rental
revenue offset by a decrease of $8.9 million in our tank wash revenue.

Operating income:
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Trucking�operating income decreased $6.1 million, or 14.7%, for 2009 compared to 2008 primarily due to a decrease in linehaul revenue offset
by cost savings initiatives and the conversion of company-operated terminals to affiliates terminals.

Container Services�operating income increased $0.4 million, or 3.2%, for 2009 compared to 2008 due to expanded terminal operations.
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Other operating income�operating income decreased less than $0.1 million, or less than 1.0%, for 2009 compared to 2008, primarily due to
reduced tank wash revenue.

Year Ended December 31, 2008 Compared to Year Ended December 31, 2007

Operating revenue:

Trucking�revenues decreased $12.6 million, or 1.9%, for 2008 compared to 2007 due to fewer miles driven due to a weakened economy partially
offset by an increase in fuel surcharge resulting from increased fuel prices in 2008.

Container Services�revenues increased $77.5 million, or more than 100.0%, for 2008 compared to 2007 due to the acquired Boasso operations.

Other revenue�revenues decreased $1.2 million, or 1.7%, for 2008 compared to 2007 due primarily to a decrease in our tank wash revenue.

Operating income:

Trucking�operating income increased $3.9 million, or 10.3%, for 2008 compared to 2007 primarily due to cost savings initiatives offset by fewer
billed miles and the conversion of affiliates to company terminals which increased facility, leasing, and maintenance costs.

Container Services�operating income increased $11.0 million, or more than 100.0%, for 2008 compared to 2007 due to the acquired Boasso
operations.

Other operating income�operating income decreased $1.0 million, or 20.7%, for 2008 compared to 2007, primarily due to reduced tank wash
revenue.

Exchange Rates

We operate in Canada and Mexico as well as in the United States. Our results of operations are affected by the relative strength of currencies in
the countries where we operate. Approximately 6.1%, 6.4% and 7.0% of our revenue in 2009, 2008 and 2007, respectively, was generated
outside the United States.

In comparing the average exchange rates between 2009 and 2008, the Canadian dollar depreciated against the United States dollar by
approximately 6.6% while the Mexican peso appreciated against the United States dollar by approximately 17.4%. The change in exchange rates
negatively impacted revenue by approximately $2.7 million in 2009. The depreciation of the Canadian dollar was the primary reason for the $0.1
million net increase in cumulative currency translation loss in shareholders� deficit for 2009.

Gains and losses included in the consolidated statements of operations from foreign currency transactions included a $0.4 million gain in 2009, a
$0.3 million gain in 2008, and a $0.3 million gain in 2007. Risks associated with foreign currency fluctuations are discussed further in
�Quantitative and Qualitative Disclosures about Market Risk� appearing in our Annual Report on Form 10-K for the fiscal year ended
December 31, 2009, which has been incorporated by reference into this prospectus.

Liquidity and Capital Resources

We believe that our liquidity, asset-light business model, and streamlined operations will enable us to weather a continued economic downturn
in 2010 while providing us with the flexibility to benefit from economic improvement. Although 2009 miles driven were approximately 20.0%
lower than in 2008, we still generated positive cash flow from operations. Additionally, at December 31, 2009, we had $44.7 million of
borrowing availability under our ABL Facility.
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The following summarizes our cash flows for fiscal years 2009, 2008 and 2007 as reported in our audited consolidated statements of cash flows
in the audited consolidated financial statements incorporated by reference in this prospectus:

Year Ended
December 31,

(In thousands) 2009 2008 2007
Net cash provided by operating activities $ 39,756 $ 19,593 $ 14,052
Net cash provided by (used in) investing activities 9,577 (8,524) (63,399) 
Net cash (used in) provided by financing activities (50,515) (13,485) 52,194
Effect of exchange rates 28 (508) 23

Net (decrease) increase in cash (1,154) (2,924) 2,870
Cash at beginning of period 6,787 9,711 6,841

Cash at end of period $ 5,633 $ 6,787 $ 9,711

Historically, our primary source of liquidity has been cash flow from operations and borrowing availability under our ABL Facility. Our primary
cash needs consist of working capital, capital expenditures and debt service including our ABL Facility and our notes. We incur capital
expenditures for the purpose of purchasing tractors and trailers to meet our strategic needs during the year, and maintaining and improving our
infrastructure. We expect capital expenditures for 2010 to be approximately $9.0 million, although the actual amount of capital expenditures
could differ materially because of operating needs, regulatory changes, covenants in our debt arrangements, other expenses, including interest
expense, or other factors.

Our primary cash needs consist of capital expenditures and debt service including the ABL Facility, the 9% Notes, the 2012 Notes, the 2013
Senior Notes and the 2013 PIK Notes. We incur capital expenditures for the purpose of purchasing tractors and trailers to meet our strategic
needs during the year, and maintaining and improving our infrastructure. We plan to reduce our capital expenditures by entering into operating
leases which will result in increased operating expenses in future periods.

As described in �Use of Proceeds� we intend to use $15.0 million of the net proceeds from our sale of shares in this offering to repay outstanding
borrowings under the ABL Facility (without reducing commitments). We intend to use the remainder of such proceeds to retire a portion of our
outstanding notes, either through redemption at par, plus accrued and unpaid interest, or opportunistically at prices below par, through tender
offers and/or open market repurchases. Pending such use of the remainder of the proceeds, we may temporarily further repay outstanding
borrowings under the ABL Facility.

In 2010, $16.0 million of our 9% Notes mature in addition to our regular payment obligations on capital leases, other notes and other
indebtedness. We expect to fund payment of the maturing notes and redemption obligations under our 2013 Senior Notes, opportunistic
retirements of our other debt during this period, and any cash needs for our operations during this period, through a combination of cash from
operations, borrowings under the ABL Facility and the proceeds of this offering.

During the fourth quarter of 2008, we repurchased $24.2 million in aggregate principal amount of the 9% Notes for an aggregate purchase price
of $7.7 million. During the first quarter of 2009, we purchased an additional $1.0 million in aggregate principal amount of the 9% Notes for an
aggregate purchase price of $0.3 million. We believe that these purchases at a substantial discount to their principal amount were a good
investment for us because the prices were substantially less than the amount that we would owe for the repurchased notes upon maturity, and we
had adequate liquidity for such purchases.

As described above, on October 15, 2009, we completed exchange and tender offers for our 2012 Notes and our 9% Notes. In connection with
the exchange and tender offers, we received approximately $134.5 million of our 2012 Notes in exchange for $134.5 million of our new 2013
Senior Notes. We received approximately $83.6 million of our 9% Notes in exchange for approximately $80.7 million aggregate principal
amount of our new 2013 PIK Notes, approximately 1.75 million warrants to purchase our common stock and $1.8 million in cash.
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As of December 31, 2009, we had accrued $11.6 million for environmental claims and $19.4 million for loss and damage claims, and the timing
of cash payment for such claims fluctuates from quarter to quarter.

We generated $39.8 million, $19.6 million and $14.1 million in net cash from operating activities in 2009, 2008 and 2007, respectively. The
increase in net cash provided by operating activities in 2009 as compared to 2008 is primarily due to increased collections of outstanding
accounts receivable, lower loss and damage claim payments and lower operating expenses due to our restructuring and transition to affiliates or
closure of many of our trucking terminals. The increase in net cash provided by operating activities in 2008 as compared to 2007 is primarily
due to our net income for the year. We continued to experience softness in demand throughout 2009; however our continued restructuring and
cost reduction efforts have enabled us to generate stronger operating cash. We have aligned our cost structure to allow for flat or declining
revenues. The cash that we are required to pay in 2010 on our higher rate 2013 Senior Notes and 2013 PIK Notes will be mitigated in part
because interest equal to 2.75% payable on the 2013 PIK Notes is payable through the issuance of additional notes rather than cash.

Net cash provided by (used in) investing activities in 2009, 2008 and 2007 was $9.6 million, $(8.5) million and $(63.4) million, respectively.
Capital expenditures totaled $8.2 million, $14.8 million and $10.6 million in 2009, 2008 and 2007, respectively while proceeds from sales of
property and equipment were $7.5 million, $6.3 million and $6.4 million, respectively. In 2009, we received cash of $10.0 million from the sale
of tank wash assets. In 2008, we used net cash of $8.4 million to purchase new revenue equipment, the assets of two businesses and the assets of
one affiliate. We used net cash of $52.4 million for the acquisition of Boasso and $6.8 million of cash to purchase the assets of two businesses
and the assets of six affiliates in 2007, issued notes payable for $2.4 million and assumed $2.5 million in liabilities as part of the total
consideration of these acquisitions.

Net cash provided by (used in) financing activities was $(50.5) million, $(13.5) million and $52.2 million in 2009, 2008 and 2007, respectively.
In 2009, we primarily utilized cash to repay $19.0 million of our borrowings under our ABL facility, $17.7 million to pay down other debt and
capital lease obligations including $2.1 million used to repurchase $4.0 million of 9% Notes and to pay financing fees of $4.9 million in
connection with our exchange and tender offers. In 2008, we used cash of $7.7 million to repurchase $24.2 million of our 9% Notes. In addition,
we generated cash from operations and sale of properties to pay down approximately $9.0 million of our debt obligations. We utilized a portion
of our ABL Facility to finance the acquisition of Boasso in 2007.

We believe that our current cash and cash equivalents, cash flow from operations, amounts available under the ABL Facility and the net
proceeds to us from this offering will be sufficient to meet our anticipated cash needs for at least the next twelve months. We may, however,
require additional cash resources due to changed business conditions or other future developments. If these sources are insufficient to satisfy our
cash requirements, we may seek to sell debt securities or additional equity securities or obtain additional funds under our credit facility. The sale
of convertible debt securities or additional equity securities could result in additional dilution to our shareholders. The incurrence of
indebtedness would result in debt service obligations and could result in operating and financial covenants that would restrict our operations. We
cannot assure you that financing will be available in amounts or on terms acceptable to us, if at all.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements as defined under Item 303(a) (4) of Regulation S-K.
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Contractual Obligations and Commitments

The following is a schedule of our long-term contractual commitments, including the current portion of our long-term indebtedness at
December 31, 2009 over the periods we expect them to be paid (dollars in thousands). It does not reflect this offering or the application of
proceeds therefrom:

Total Year 2010
Years 2011
& 2012

Years 2013 &
2014

The Five
Years after

2014
Operating leases (1) $ 46,384 $ 15,906 $ 17,742 $ 6,538 $ 6,198
Total indebtedness (2) 312,802 19,866 4,916 286,888 1,132
Capital leases 17,165 5,322 9,027 2,816 �  
Interest on indebtedness (3) 98,086 28,591 54,152 15,261 82

Total $ 474,437 $ 69,685 $ 85,837 $ 311,503 $ 7,412

(1) These obligations represent the minimum rental commitments under all non-cancelable operating leases. Refer to Note 19 to the
consolidated financial statements contained in our Annual Report on Form 10-K for the fiscal year ended December 31, 2009. We entered
into a new lease, commencing in May 2007, for our corporate headquarters that requires us to spend $15.8 million over the term of the
lease. We expect that some of our operating lease obligations for tractors will be partially offset by rental revenue from sub-leasing the
tractors to independent owner-operators or affiliates.

(2) Includes aggregate unamortized discount of $8.7 million.
(3) Amounts presented for interest payments assume that all long-term debt obligations outstanding as of December 31, 2009 will remain

outstanding until maturity and interest rates on variable-rate debt in effect as of December 31, 2009 will remain in effect until maturity. As
discussed below, the maturity date of the ABL Facility may be accelerated if we default on our obligations under the ABL Facility.

The following is a schedule of our long-term contractual commitments, including the current portion of our long-term indebtedness at
December 31, 2009, over the periods we expect them to be paid (dollars in thousands), the application of $15.0 million of the net proceeds of the
offering to repay outstanding borrowings under the ABL Facility (without reducing commitments), and the application of the remainder of such
proceeds to redeem a portion of the 2013 Senior Notes at 100% of the principal amount plus accrued and unpaid interest although such
remaining proceeds may be applied differently as described in �Use of Proceeds�:

Total

Remainder
of Year
2010

Years 2011
& 2012

Years 2013 &
2014

The Five
Years after

2014
Operating leases (1) $ 46,384 $ 15,906 $ 17,742 $ 6,538 $ 6,198
Total indebtedness (2) $ $ $ $ $
Capital leases 17,165 5,322 9,027 2,816 �  
Interest on indebtedness (3)

Total $ $ $ $ $

(1) These obligations represent the minimum rental commitments under all non-cancelable operating leases. Refer to Note 19 to the
consolidated financial statements contained in our Annual Report on Form 10-K for the fiscal year ended December 31, 2009. We entered
into a new lease, commencing in May 2007, for our corporate headquarters that requires us to spend $15.8 million over the term of the
lease. We expect that some of our operating lease obligations for tractors will be partially offset by rental revenue from sub-leasing the
tractors to independent owner-operators or affiliates.

(2) Includes aggregate unamortized discount of $     million. We have assumed that $15.0 million of the net proceeds of the offering are
applied to repay outstanding borrowings under the ABL Facility (without reducing commitments), and the remainder is applied to redeem
a portion of the 2013 Senior Notes at 100% of principal amount plus accrued and unpaid interest. Notwithstanding the foregoing,
alternatively we may opportunistically apply such proceeds to retire a portion of our outstanding notes (including our 2013 Senior Notes)
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at prices below 100%, whether through tender offer and/or open market repurchases. Pending such use of the remainder of the proceeds,
we may temporarily further repay outstanding borrowings under the ABL Facility. See �Use of Proceeds.�

(3) Amounts presented for interest payments assume that all long-term debt obligations outstanding as of December 31, 2009 (excluding
amounts repaid with proceeds form this offering) will remain outstanding until maturity and interest rates on variable-rate debt in effect as
of December 31, 2009 will remain in effect until maturity. As discussed below, the maturity date of the ABL Facility may be accelerated if
we default on our obligations under the ABL Facility.
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Other Liabilities and Obligations

As of December 31, 2009, we had $11.6 million of environmental liabilities, $18.9 million of pension plan obligations and $19.4 million of
insurance claim obligations. We expect to incur additional environmental costs in the future for environmental studies and remediation efforts
that we will be required to undertake related to legacy Chemical Leaman sites. As of December 31, 2009, we had $40.0 million in outstanding
letters of credit. We are required to provide letters of credit to our insurance administrator to cover the payment of claims. The outstanding letter
of credit as of December 31, 2009 for our insurance administrator was $33.6 million. The remaining $6.4 million of outstanding letters of credit
relate to various leasing obligations and to satisfy certain EPA requirements. If we fail to meet certain terms of our agreement, the insurance
administrator may draw down the entire letter of credit. We have $1.8 million of total gross unrecognized tax benefits.

Long-term Debt

Our principal debt sources at December 31, 2009 consist of $16.0 million aggregate principal amount of our 9% Notes, $0.5 million principal
amount of our 2012 Notes, $134.5 million aggregate principal amount of our 2013 Senior Notes, $81.2 million aggregate principal amount of
our 2013 PIK Notes and our $225 million ABL Facility, $44.7 million which is available for borrowing as of December 31, 2009.

The ABL Facility

The ABL Facility, which was effective December 18, 2007, consists of a current asset-based revolving facility in an amount of $200.0 million
(the �current asset tranche�) and a fixed asset-based revolving facility in an amount of $25.0 million (the �fixed asset tranche�). The total
commitments under the fixed asset tranche will be reduced and the total commitments under the current asset tranche correspondingly increased
by $5.0 million on December 18, 2010. Borrowings of revolving loans under the ABL Facility are allocated pro rata to the current asset tranche
and the fixed asset tranche based on the then-current asset borrowing base and the then-current fixed asset borrowing base. The ABL Facility
matures June 18, 2013. The maturity date of the ABL Facility may be accelerated if we default on our obligations under the ABL Facility.

The ABL Facility includes borrowing capacity of up to $150.0 million for letters of credit, which are allocated pro rata between the two tranches
based on the then-current borrowing base for each tranche (or, if the credit extensions under the fixed asset tranche are repaid and the
commitments there under are terminated prior to the termination of the ABL Facility, to the current asset tranche), and up to $10.0 million for
swingline borrowings on same-day notice, which are allocated under the current asset tranche. The proceeds of the ABL Facility were used,
together with the proceeds of other indebtedness, to finance a portion of the Boasso acquisition. The ABL Facility contains a fixed charge
coverage ratio of 1.0 to 1.0 which only needs to be met if borrowing availability is less than $20 million. At December 31, 2009, we had $44.7
million of borrowing availability under the ABL Facility. Borrowings under the ABL Facility bear interest at a rate equal to an applicable
margin plus, at our option, either a base rate or LIBOR. The applicable margin for borrowings under the current asset tranche at December 31,
2009 was 1.00% with respect to base rate borrowings and 2.00% with respect to LIBOR borrowings. The applicable margin for borrowings
under the fixed asset tranche at December 31, 2009 was 1.25% with respect to base rate borrowings and 2.25% with respect to LIBOR
borrowings. The applicable margin for such borrowings will be reduced or increased based on the aggregate borrowing base availability under
the ABL Facility over the life of the ABL Facility. The base rate for the ABL Facility is the higher of the prime rate and the federal funds
overnight rate plus 0.50%. We are also required to pay a fee for utilized commitments under the ABL Facility at a rate equal to 0.25% per
annum. The ABL Facility is required to be prepaid only to the extent that the aggregate amount of outstanding borrowings, unreimbursed letter
of credit drawings and undrawn letters of credit under the relevant tranche exceeds the lesser of the applicable commitments and the applicable
borrowing base in effect at such time for such tranche. The borrowing base for the current asset tranche consists of eligible accounts receivable,
eligible inventory and eligible truck and trailer fleet, and the borrowing base for the fixed asset tranche consists of eligible real property and
certain eligible equipment. We may voluntarily repay outstanding loans under the ABL Facility at any time without premium or penalty, other
than customary �breakage� costs with respect to LIBOR loans. The interest rate on the ABL Facility at December 31, 2009 and 2008 was 2.4%
and 3.3%, respectively. The weighted average interest rate during fiscal year 2009 was 2.4%. All obligations under the ABL Facility are
guaranteed by QDI and each of our wholly-owned domestic restricted subsidiaries (other than our immaterial subsidiaries).
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Obligations under the current asset tranche, and the guarantees of those obligations (as well as cash management obligations and any interest
hedging or other swap agreements), are secured by a first priority lien on certain assets of QD LLC and the guarantors, including eligible
accounts, eligible inventory and eligible truck and trailer fleet (�current asset tranche priority collateral�) and a second priority lien on all other
assets of QD LLC and the guarantors, including eligible real property and certain eligible equipment (�fixed asset tranche priority collateral�).
Obligations under the fixed asset tranche, and the guarantees of those obligations, are secured by a first-priority lien on fixed asset tranche
priority collateral and a second priority lien on current asset tranche priority collateral.

We incurred $6.9 million in debt issuance costs relating to the ABL Facility. We are amortizing these costs over the term of the ABL Facility.

9% Senior Subordinated Notes Due 2010

On September 30, 2003, we issued $125.0 million aggregate principal amount of our 9% Notes. During the fourth quarter of 2008 and the first
quarter of 2009, we repurchased $25.2 million in principal amount of the 9% Notes. On October 15, 2009, we completed exchange and tender
offers to exchange approximately $80.7 million of our 9% Notes for $80.7 million aggregate principal amount of our new 2013 PIK Notes and
approximately 1.75 million warrants and retired an additional $2.9 million of our 9% Notes for $1.8 million in cash. Upon the completion of the
exchange and tender offer, we also amended the 9% Notes to eliminate or waive substantially all of the restrictive covenants, to eliminate certain
events of default, to modify covenants regarding mergers and consolidations and modify or eliminate certain other provisions contained in the
indentures governing the 9% Notes. As of December 31, 2009, approximately $16.0 million total principal amount of the 9% Notes remained
outstanding.

The 9% Notes are the unsecured and senior subordinated obligations of QD LLC and QD Capital and are fully and unconditionally guaranteed
on an unsecured and senior subordinated basis, jointly and severally, by QDI and certain of its U.S. restricted subsidiaries. We have the right to
redeem the 9% Notes in whole or in part from time to time at 100% of the principal amount plus accrued and unpaid interest if any, to the date of
redemption. The 9% Notes will mature on November 15, 2010. Interest on the 9% Notes is payable at the rate of 9% per annum and is payable
semi-annually in cash on each May 15 and November 15.

We incurred $5.5 million in debt issuance costs relating to the issuance of the 9% Notes. During 2008 and 2009, we wrote-off approximately
$0.3 million in debt issuance costs relating to repurchases of 9% Notes. Additionally $0.5 million of unamortized debt issuance costs relating to
the 9% Notes are included in debt issuance costs related to the 2013 PIK Notes following their exchange for the 9% Notes. We are amortizing
the remaining $0.1 million of debt issuance costs over the remaining term of the 9% Notes.

Senior Floating Rate Notes Due 2012

On January 28, 2005, we issued $85.0 million aggregate principal amount of the 2012 Notes. On December 18, 2007, we issued a second series
of 2012 Notes in the original principal amount of $50.0 million. On October 15, 2009, we completed exchange and tender offers to exchange
approximately $134.5 million of 2012 Notes for $134.5 million of our 2013 Senior Notes. Upon the completion of the exchange offer, we
amended the 2012 Notes to eliminate or waive substantially all of the restrictive covenants, to eliminate certain events of default, to modify
covenants regarding mergers and consolidations and modify or eliminate certain other provisions contained in the indentures governing the 2012
Notes. As of December 31, 2009, approximately $0.5 million total principal amount of the 2012 Notes remained outstanding.

The 2012 Notes are the unsecured and unsubordinated obligations of QD LLC and QD Capital and are fully and unconditionally guaranteed on
an unsecured and unsubordinated basis, jointly and severally, by QDI and certain of its U.S. restricted subsidiaries. We may redeem all or any
portion of the 2012 Notes upon not less than 30, nor more than 60, days� notice at 100% of the principal amount plus accrued and unpaid interest
if any, to the date of redemption. The 2012 Notes will mature on January 15, 2012. Interest on the 2012 Notes is payable quarterly in cash in
arrears on each January 15, April 15, July 15 and October 15. The interest rate on the 2012 Notes at December 31, 2009 and 2008 was 4.8% and
9.3%, respectively. The weighted average interest rate during fiscal year 2009 and 2008 was 5.3% and 8.4%, respectively.
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We incurred $2.5 million in debt issuance costs relating to the initial $85.0 million of the 2012 Notes and $2.3 million related to the second
$50.0 million of the 2012 Notes. All of these unamortized debt issuance costs are included in debt issuance costs related to the 2013 Senior
Notes in connection with the exchange offer.

10% Senior Notes Due 2013

On October 15, 2009, we issued approximately $134.5 million aggregate principal amount of our 2013 Senior Notes. The 2013 Senior Notes are
the unsecured and unsubordinated obligations of QD LLC and QD Capital and are fully and unconditionally guaranteed on an unsecured and
unsubordinated basis, jointly and severally, by QDI and certain of our U.S. restricted subsidiaries. Interest on the 2013 Senior Notes is payable at
a rate of 10% per annum, semiannually on June 1 and December 1 of each year, commencing on June 1, 2010. The 2013 Senior Notes mature on
June 1, 2013.

We may redeem the 2013 Senior Notes, in whole or part, at any time at a price equal to 100% of the principal amount of the 2013 Senior Notes
redeemed plus accrued and unpaid interest to the redemption date. Subject to certain conditions, we are obligated to redeem $6.0 million of 2013
Senior Notes on each June 1 and December 1, commencing December 1, 2010. Beginning in 2011, promptly following the delivery of our
Annual Report on Form 10-K for each fiscal year, the 2013 Senior Notes are subject to additional mandatory redemption in an amount equal to
50% of the excess cash flow we generate minus $12.0 million. Both required redemption amounts will be reduced to the extent necessary so
that:

� the sum of borrowing availability under the ABL Facility, plus unrestricted cash and cash equivalents, is at least $37.5 million;

� the minimum borrowing availability requirements under the ABL Facility are satisfied;

� there is fixed charge coverage ratio of at least 1.0 to 1.0 as calculated under the ABL Facility; and

� no other event of default is otherwise caused under the ABL Facility by the redemption.
The required redemption amounts are also reduced by any optional redemptions and repurchases during the redemption period.

We recorded $3.6 million in debt issuance costs relating to the 2013 Senior Notes, of which $2.0 million of unamortized debt issuance costs
related to the 2012 Notes and $1.6 million was related to the new issuance. We are amortizing these costs over the remaining term of the 2013
Senior Notes.

11.75% Senior Subordinated PIK Notes Due 2013

On October 15, 2009, we issued $80.7 million aggregate principal amount of our 2013 PIK Notes. The 2013 PIK Notes are the unsecured and
senior subordinated obligations of QD LLC and QD Capital and are fully and unconditionally guaranteed on an unsecured and senior
subordinated basis, jointly and severally, by QDI and certain of our U.S. restricted subsidiaries. Interest is payable on the 2013 PIK Notes at
11.75% per annum, payable 9% in cash and 2.75% in the form of additional 2013 PIK Notes, quarterly on February 1, May 1, August 1 and
November 1 of each year, commencing on February 1, 2010.

The 2013 PIK Notes mature on November 1, 2013. We may redeem the 2013 PIK Notes, in whole or part, at any time prior to October 15, 2010,
at a price equal to 100% of the principal amount of the 2013 PIK Notes redeemed plus accrued and unpaid interest to the redemption date plus
an additional �make-whole premium.� After October 15, 2010, we may redeem the 2013 PIK Notes, in whole or part, at any time at a price equal
to 100% of the principal amount of the 2013 PIK Notes redeemed plus accrued and unpaid interest to the redemption date. Additionally, at any
time prior to October 15, 2010, we may redeem up to 35% of the principal amount of the 2013 PIK Notes at a redemption premium equal to
11.75% of the face amount thereof with the net proceeds of one or more equity offerings so long as at least 65% of the aggregate original
principal amount of the 2013 PIK Notes remains outstanding afterwards.
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We recorded $1.5 million in debt issuance costs relating to the 2013 PIK Notes, of which $0.5 million of unamortized debt issuance costs related
to the 9% Notes and $1.0 million were related to the new issuance. In addition, we recorded $6.7 million in note issuance discount due to the
warrants issued. The amount represents the fair market value of the warrants at time of issuance. We are amortizing these costs over the
remaining term of the 2013 PIK Notes.

Boasso Note

The Boasso Note was a $2.5 million 7% promissory note with a maturity on December 18, 2009 issued as part of the purchase price of the
Boasso acquisition. The holder of the Boasso Note had the option to require prepayment of the Boasso note, which he exercised on
December 18, 2008. The Boasso Note was paid in full in January 2009.

Collateral, Guarantees and Covenants

The ABL Facility contains a number of covenants that, among other things, restrict, subject to certain exceptions, our ability to (i) sell assets;
(ii) incur additional indebtedness; (iii) prepay other indebtedness (including the 2013 Senior Notes, the 2012 Notes, the 2013 PIK Notes and the
9% Notes); (iv) repurchase or pay dividends on QDI�s common stock; (v) create liens on assets; (vi) make investments; (vii) make certain
acquisitions; (viii) engage in mergers or consolidations; (ix) engage in certain transactions with affiliates; (x) amend certain charter documents
and material agreements governing subordinated indebtedness, including the 2013 Senior Notes, the 2012 Notes, the 2013 PIK Notes and the 9%
Notes; (xi) change the business conducted by us and our subsidiaries; and (xii) enter into agreements that restrict dividends from subsidiaries.
The ABL Facility also contains certain customary events of default, which, if any of them occurs, may result in the principal, interest and any
other monetary obligations under the ABL Facility becoming immediately payable.

The indentures governing our 2013 Senior Notes and our 2013 PIK Notes contain covenants that restrict, subject to certain exceptions, our
ability to, among other things: (i) incur additional debt or issue certain preferred shares; (ii) pay dividends on or make other distributions in
respect of QDI�s common stock or make other restricted payments; (iii) make certain investments; (iv) sell certain assets; (v) create or permit to
exist dividend and/or payment restrictions affecting their restricted subsidiaries; (vi) create liens on certain assets to secure debt;
(vii) consolidate, merge, sell or otherwise dispose of all or substantially all of their assets; (viii) enter into certain transactions with their
affiliates; and (ix) designate their subsidiaries as unrestricted subsidiaries. The indentures also provide certain customary events of default,
which, if any of them occurs, may result in the principal, interest and any other monetary obligations on the then outstanding 2013 Senior Notes
and 2013 PIK Notes becoming payable immediately.

The payment obligations under the ABL Facility are senior secured obligations of QD LLC and QD Capital and are secured by certain assets and
its subsidiaries. The payment obligations of QD LLC and QD Capital under the 9% Notes, the 2012 Notes, the 2013 Senior Notes and the 2013
PIK Notes are guaranteed by QDI, and by all of its domestic subsidiaries. The 9% Notes and the 2013 PIK Notes, and the guarantees thereof are
senior subordinated unsecured obligations ranking junior in right of payment to all of our existing and future senior debt, and all liabilities of our
subsidiaries that do not guarantee the 9% Notes the 2013 PIK Notes, as applicable. All of the notes are effectively junior to all of our existing
and future secured debt, including borrowings under the ABL Facility, to the extent of the value of the assets securing such debt.

We were in compliance with the covenants under the ABL Facility, the 2013 Senior Notes and the 2013 PIK Notes at December 31, 2009.
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Debt Retirement

The following is a schedule of our indebtedness at December 31, 2009 over the periods we are required to pay such indebtedness (in thousands):

2010 2011 2012 2013 2014 and after Total

Capital lease obligations $ 5,322 $ 4,279 $ 4,748 $ 2,253 $ 563 $ 17,165
ABL Facility �  �  �  68,000 �  68,000
9% Senior Subordinated Notes, due 2010 16,031 �  �  �  �  16,031
Senior Floating Rate Notes, due 2012 �  �  501 �  �  501
10% Senior Notes, due 2013 (1) �  �  �  134,499 �  134,499
11.75% Senior Subordinated PIK Notes, due 2013 (1) �  �  �  81,211 �  81,211
Other Notes 3,835 2,311 2,104 2,231 2,079 12,560

Total $ 25,188 $ 6,590 $ 7,353 $ 288,194 $ 2,642 $ 329,967

(1) Amounts do not include the remaining aggregate unamortized original issue discount of $8.7 million.
The following is a schedule of our indebtedness at December 31, 2009 over the periods we are required to pa
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