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Note on Forward-Looking Statements
This entire report, including (among other items) Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations”
includes forward-looking statements (each a “forward-looking statement”) within the meaning of Section 27A of the Securities Act of 1933, as amended (the
“Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (“Exchange Act”). Forward-looking statements include those
preceded by, followed by or including the words “will,” “expect,” “intend,” “anticipate,” “believe,” “project,” “forecast,” “propose,” “plan,” “designed,”
“estimate,” “enable” and similar expressions. Those forward-looking statements speak only as of the date of this report. We disclaim any obligation to
update those statements, except as applicable law may require us to do so, and we caution you not to rely unduly on them. We have based those forwardlooking statements on our current expectations and assumptions about future events, which may prove to be inaccurate. While our management considers
those expectations and assumptions to be reasonable, they are inherently subject to significant business, economic, competitive, regulatory and other risks,
contingencies and uncertainties, most of which are difficult to predict and many of which are beyond our control. Therefore, actual results may differ
materially and adversely from those expressed in any forward-looking statements. Factors that might cause or contribute to such differences include, but are
not limited to, those we discuss in this report under the section entitled “Risk Factors” in Item 1A and the section entitled “Financial Condition/Liquidity and
Capital Resources” in Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and in other reports we file with
the Securities and Exchange Commission (the “SEC”). The factors we discuss in this report are not necessarily all the important factors that could affect us.
Unpredictable or unknown factors we have not discussed in this report also could have material adverse effects on actual results of matters that are the
subject of our forward-looking statements. We do not intend to update our description of important factors each time a potential important factor arises. We
advise our existing and potential security holders that they should (1) be aware that important factors to which we do not refer in this report could affect the
accuracy of our forward-looking statements and (2) use caution and common sense when considering our forward-looking statements.

PART I
Item 1. Business

General Description of the Business
YRC Worldwide Inc. (also referred to as “YRC Worldwide,” the “Company,” “we,” “us” or “our”) is a holding company that, through wholly owned
operating subsidiaries and its interest in a Chinese joint venture, offers its customers a wide range of transportation services. We have one of the largest, most
comprehensive less-than-truckload (“LTL”) networks in North America with local, regional, national and international capabilities. Through our team of
experienced service professionals, we offer flexible supply chain solutions, ensuring customers can ship industrial, commercial and retail goods with
confidence. Our reporting segments include the following:
•

YRC Freight is the reporting segment focused on business opportunities in national, regional and international markets. YRC Freight provides for
the movement of industrial, commercial and retail goods, primarily through our subsidiary YRC Inc. (“YRC Freight”) and Reimer Express (“YRC
Reimer”), a subsidiary located in Canada that specializes in shipments into, across and out of Canada. In addition to the United States and Canada,
YRC Freight also serves parts of Mexico, Puerto Rico and Guam.

•

Regional Transportation is the reporting segment for our transportation service providers focused on business opportunities in the regional and nextday delivery markets. Regional Transportation is comprised of USF Holland Inc. (“Holland”), New Penn Motor Express, Inc. (“New Penn”) and
USF Reddaway Inc. (“Reddaway”). These companies each provide regional, next-day ground services in their respective regions through a network
of facilities located across the United States, Canada, Mexico and Puerto Rico.

For revenue and other information regarding our reporting segments, see the “Business Segments” footnote of our consolidated financial statements.
Incorporated in Delaware in 1983 and headquartered in Overland Park, Kansas, we employed approximately 33,000 people as of December 31, 2014. The
mailing address of our headquarters is 10990 Roe Avenue, Overland Park, Kansas 66211, and our telephone number is (913) 696-6100. Our website is
www.yrcw.com. Through the “SEC Filings” link on our website, we make available the following filings as soon as reasonably practicable after they are
electronically filed with or furnished to the SEC: our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and any
amendments to those reports filed
4
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or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act. All of these filings may be viewed or printed from our website free of charge.

Narrative Description of the Business
YRC Freight
YRC Freight offers a full range of services for the transportation of industrial, commercial and retail goods in national, regional and international markets,
primarily through the operation of owned or leased equipment in its respective North American ground distribution networks. Transportation services are
provided for various categories of goods, which may include (among others) apparel, appliances, automotive parts, chemicals, food, furniture, glass,
machinery, metal, metal products, non-bulk petroleum products, rubber, textiles, wood and other manufactured products or components. YRC Freight
provides both LTL services, which combine shipments from multiple customers on a single trailer, and truckload services. Deliveries are predominately LTL
shipments with truckload services offered to maximize equipment utilization and reduce empty miles (the distance empty or partially full trailers travel to
balance the network). YRC Freight also provides higher-margin specialized services, including guaranteed expedited services, time-specific deliveries, crossborder services, coast-to-coast air delivery, product returns, temperature-sensitive shipment protection and government material shipments.
YRC Freight serves manufacturing, wholesale, retail and government customers throughout North America. YRC Freight’s 20,000 employees are dedicated
to operating its extensive network which supports approximately 11.5 million shipments annually. YRC Freight shipments have an average shipment size of
approximately 1,200 pounds and travel an average distance of roughly 1,300 miles. Operations research and engineering teams centrally coordinate the
equipment, routing, sequencing and timing necessary to efficiently transport shipments through its network. On December 31, 2014, YRC Freight’s revenue
fleet was comprised of approximately 8,300 tractors, including approximately 7,200 owned tractors and 1,100 leased tractors, and approximately 32,800
trailers, including approximately 29,100 owned trailers and 3,700 leased trailers. The YRC Freight network includes 259 strategically located service facilities
including 125 owned facilities with 8,211 doors and 134 leased facilities with 5,979 doors.
YRC Freight provides services throughout North America, has one of the largest networks of LTL service centers, equipment and transportation professionals
and provides flexible and efficient supply chain solutions including:
•

Standard LTL: one-stop shopping for all big-shipment national LTL freight needs with centralized customer service for LTL shipping among the
countries of North America. YRC Freight offers flexibility, convenience and reliability that comes with one national freight shipping provider.

•

Guaranteed Standard: a guaranteed on-time service with more direct points than any other guaranteed standard delivery service in North America.
Our guaranteed multiple-day window service is designed to meet retail industry needs to reduce chargeback fees.

•

Time-Critical: for expedited and specialized shipments including emergency and window deliveries via ground or air anywhere in North America
with shipment arrival timed to the hour or day, proactive notification and a 100% on-time guarantee.

•

Specialized Solutions: includes a variety of services to meet industry and customer-specific needs with offerings such as Custom Projects,
Consolidation and Distribution, Reverse Logistics, Residential White Glove, and Exhibit Services.

•

my.yrcfreight.com: a secure e-commerce website offering online resources for supply chain visibility and shipment management in real time.

YRC Freight includes the operations of its wholly owned Canadian subsidiary, YRC Reimer. Founded in 1952, YRC Reimer offers Canadian shippers a
selection of direct connections within Canada, throughout North America and around the world. YRC Reimer is also a part of YRC Freight and its operating
network and information systems are completely integrated with those of YRC Freight, enabling YRC Reimer to provide seamless cross-border services
between Canada, Mexico and the United States and markets overseas.
YRC Freight represented 64%, 64% and 66% of our consolidated revenue in 2014, 2013 and 2012, respectively.
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Regional Transportation
Regional Transportation is comprised of Holland, New Penn and Reddaway:
•

Holland: headquartered in Holland, Michigan, provides local next-day, regional and expedited services through a network located in 21 states in the
Midwestern and Southeastern portions of the United States. Holland also provides service to the provinces of Ontario and Quebec, Canada.

•

New Penn: headquartered in Lebanon, Pennsylvania, provides local next-day, day-definite, and time-definite services through a network located in
the Northeastern United States; Quebec, Canada; and Puerto Rico.

•

Reddaway: headquartered in Tualatin, Oregon, provides local next-day, regional and expedited services through a network located in California, the
Pacific Northwest, the Rocky Mountain States and the Southwest. Additionally, Reddaway provides services to Alaska, Hawaii and to the provinces
of Alberta and British Columbia, Canada.

Together, the Regional Transportation companies deliver services in the next-day, second-day and time-sensitive markets, which are among the fastestgrowing transportation segments. The Regional Transportation service portfolio includes:
•

Regional delivery: including next-day local area delivery and second-day services; consolidation/distribution services; protect-from-freezing and
hazardous materials handling; and a variety of other specialized offerings.

•

Expedited delivery: including day-definite, hour-definite and time-definite capabilities.

•

Interregional delivery: combining our best-in-class regional networks with reliable sleeper teams, Regional Transportation provides reliable, highvalue services between our regional operations.

•

Cross-border delivery: through strategic partnerships, the Regional Transportation companies provide full-service capabilities between the United
States and Canada, Mexico and Puerto Rico.

•

my.yrcregional.com and NewPenn.com: are e-commerce websites offering secure and customized online resources to manage transportation
activity.

The Regional Transportation companies’ approximately 12,000 employees serve manufacturing, wholesale, retail and government customers throughout
North America which supports approximately 11 million shipments annually. Regional Transportation shipments have an average shipment size of
approximately 1,300 pounds and travel an average distance of roughly 400 miles. At December 31, 2014, the Regional Transportation network includes 125
service facilities including 62 owned facilities with 3,903 doors and 63 leased facilities with 2,825 doors. The Regional Transportation revenue fleet includes
approximately 6,400 tractors including approximately 5,500 owned and 900 leased and approximately 13,000 trailers including approximately 11,600 owned
and 1,400 leased.
The Regional Transportation companies accounted for 36%, 36% and 34% of our consolidated operating revenue in 2014, 2013 and 2012, respectively.
Parent Company
YRC Worldwide, headquartered in Overland Park, Kansas, has approximately 300 employees. The parent company provides centrally managed support to our
operating companies that spans a variety of functions, including components of finance, legal, risk management and security.
Each of our shared services organizations charges the operating companies for their services, either based upon usage or on an overhead allocation basis.

Competition
Our companies operate in a highly competitive environment. Given the growth of U.S. import/export trade, our competitors include global, integrated freight
transportation services providers; global freight forwarders; national freight services providers including intermodal providers; regional or interregional
carriers; third party logistics providers; and small, intraregional transportation companies. Our companies also have competitors within several different
modes of transportation including: LTL,
6
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truckload, air and ocean cargo, intermodal rail, parcel and package companies, transportation consolidators, reverse logistics firms, and and privately owned
fleets.
Ground-based transportation includes private fleets and “for-hire” provider groups. The private provider segment consists of fleets owned by companies that
move their own goods and materials. The “for-hire” groups are classified based on the typical shipment sizes that they handle. Truckload refers to providers
transporting shipments that generally fill an entire 48-foot or 53-foot trailer, and LTL refers to providers transporting goods from multiple shippers in a single
trailer.
LTL transportation providers consolidate numerous shipments generally ranging from 100 to 10,000 pounds from varying businesses at individual service
centers in close proximity to where those shipments originated. Utilizing expansive networks of pickup and delivery operations around local service centers,
shipments are moved between origin and destination using distribution centers when necessary, where consolidation and deconsolidation of shipments occur.
Depending on the distance shipped, shared load providers are often classified into one of four sub-groups:
•

Regional - Average distance is typically less than 500 miles with a focus on one- and two-day delivery times. Regional transportation companies can
move shipments directly to their respective destination centers, which increases service reliability and avoids costs associated with intermediate
handling.

•

Interregional - Average distance is usually between 500 and 1,000 miles with a focus on two- and three-day delivery times. There is a competitive
overlap between regional and national providers in this category, as each group sees the interregional segment as a growth opportunity, and few
providers focus exclusively on this sector.

•

National - Average distance is typically in excess of 1,000 miles with focus on two- to five-day delivery times. National providers rely on
intermediate shipment handling through a network of facilities, which require numerous satellite service centers, multiple distribution centers and a
relay network. To gain service and cost advantages, they often ship directly between service centers, minimizing intermediate handling.

•

Global - Providing freight forwarding and final-mile delivery services to companies shipping to and from multiple regions around the world. This
service can be offered through a combination of owned assets or through a purchased transportation model.

YRC Freight provides services in all four sub-groups in North America. Holland, New Penn and Reddaway compete in the regional, interregional and
national transportation marketplace. Each brand competes against a number of providers in these markets from small firms with one or two vehicles to global
competitors with thousands of physical assets. While we have competitors with a similar multi-dimensional approach, there are few in the traditional LTL
segment with as comprehensive an offering in those categories as our family of companies provide.
Competitive cost of entry into the asset-based LTL sector on a small scale, within a limited service area, is relatively small (although more than in other
sectors of the transportation industry). The larger the service area, the greater the barriers to entry, due primarily to the need for additional equipment and
facilities associated with broader geographic service coverage. Broader market coverage in the competitive transportation landscape also requires increased
technology investment and the ability to capture cost efficiencies from shipment density (scale), making entry on a national basis more difficult. Further
development of density-based pricing strategies will require carriers to make investments in scanning and measuring technologies, something that we have
already taken significant steps toward. Other competitors in our categories are also making investments in this technology at varying speeds.

Regulation
Our operating companies and other interstate carriers were substantially deregulated following the enactment of the Motor Carrier Act of 1980, the Trucking
Industry Regulatory Reform Act of 1994, the Federal Aviation Administration Authorization of 1994 and the ICC Termination Act of 1995. Prices and
services are now largely free of regulatory controls, although the states retained the right to require compliance with safety and insurance requirements, and
interstate motor carriers remain subject to regulatory controls that agencies within the U.S. Department of Transportation impose.
Our companies are subject to regulatory and legislative changes, which can affect our economics and those of our competitors. Among potential regulatory
changes are potential revisions to rules governing hours of service for commercial truck drivers and safety programs that could impact the pool of available
drivers. Various federal and state agencies regulate us, and our operations are also subject to various federal, foreign, state, provincial and local environmental
laws and regulations dealing with transportation, storage, presence, use, disposal and handling of hazardous materials, emissions related to the use of
petroleum based fuels, discharge of storm-water and underground fuel storage tanks. Our drivers and facility employees are protected by occupational safety
and health regulations and our drivers by hours of service regulations. We are also subject to regulations to
7
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combat terrorism that the U.S. Department of Homeland Security and other agencies impose. See the Risk Factors section related to our compliance with laws
and regulations in Item 1A of this report.

Environmental Matters
Our operations are subject to U.S. federal, foreign, state, provincial and local regulations with regard to air and water quality and other environmental matters.
We believe that we are in substantial compliance with these regulations. Regulations in this area continue to evolve and changes in standards of enforcement
of existing regulations, as well as the enactment and enforcement of new legislation or regulation, may require us and our customers to modify, supplement or
replace equipment or facilities or to change or discontinue present methods of operation.
Our companies store fuel for use in our revenue equipment in approximately 264 underground storage tanks (“USTs”) located throughout the United States.
Maintenance of such USTs is regulated at the federal and, in some cases, state level. The USTs are required to have leak detection systems and are required to
be extracted upon our exiting the property. Traditionally upon sale of properties containing USTs, the UST is considered an asset in the transaction and, as
such, we contractually transfer this removal obligation to the buyer, or remove the UST at closing at the buyer’s expense.
During 2014, we spent approximately $8.0 million to comply with U.S. federal, state and local provisions regulating the discharge of materials into the
environment or otherwise relating to the protection of the environment (collectively, “Environmental Regulations”). In 2015, we expect to spend
approximately $8.2 million to comply with the Environmental Regulations. Based upon current information, we believe that our compliance with
Environmental Regulations will not have a material adverse effect upon our capital expenditures, results of operations or competitive position because we
have either made adequate reserves for such compliance expenditures or the cost for such compliance is expected to be small in comparison with our overall
expenses.
The Comprehensive Environmental Response, Compensation and Liability Act (known as the “Superfund Act”) imposes liability for the release of a
“hazardous substance” into the environment. Superfund liability is imposed without regard to fault and even if the waste disposal was in compliance with then
current laws and regulations. With the joint and several liabilities imposed under the Superfund Act, a potentially responsible party (“PRP”) may be required
to pay more than its proportional share of such environmental remediation. Several of our subsidiaries have been identified as PRPs at various sites discussed
below. The U.S. Environmental Protection Agency (the “EPA”) and appropriate state agencies are supervising investigative and cleanup activities at these
sites.
•

The EPA has identified the former Yellow Transportation (now a part of YRC Freight) as a PRP for two locations: Angeles Chemical Co., Santa Fe
Springs, CA and Alburn Incinerator, Inc., Chicago, IL. We estimate that the combined potential costs at these two sites to be $0.1 million. With
respect to these sites, it appears that YRC Freight delivered minimal amounts of waste to these sites, as compared to other respondents.

•

The EPA has identified the former Roadway Express (now a part of YRC Freight) as a PRP for two locations: Ward Transformer, Raleigh, NC and
Berry’s Creek, Carlstadt, NJ. We estimate that the potential cost for the Ward Transformer site to be $0.5 million. The EPA has notified YRC Inc.
and 140 other potential parties of their potential responsibility status at the Berry’s Creek site where YRC Freight owns and operates a service center
in the watershed area that discharges into Berry’s Creek. We estimate the Berry’s Creek potential cost to be $1.2 million.

•

The EPA has issued YRC Worldwide a Request for Information regarding current and former Yellow Transportation and Roadway Express (now
YRC Freight) facilities adjacent to or in close proximity of Newtown Creek, NY and its tributaries. YRC Worldwide and its operating companies
have not been named as a PRP in this matter, but YRC Freight has entered into a tolling agreement with the Newtown Creek Group (NCG). The
NCG is comprised of five companies who have agreed to perform a Remedial Investigation and Feasibility Study under the supervision of the EPA.

•

The EPA has identified USF Red Star, a non-operating subsidiary, as a PRP at three locations: Booth Oil, N. Tonawanda, NY and two separate
landfills in Byron, NY, and Moira, NY. We believe the potential combined costs at these sites to be $0.3 million.

•

The EPA has identified Holland as a PRP for one location, Horton Sales Piedmont Site, Greenville County, SC. We believe the potential cost at this
site will be insignificant.

While PRPs in Superfund actions have joint and several liabilities for all costs of remediation, it is not possible at this time to quantify our ultimate exposure
because the projects are either in the investigative or early remediation stage. Based upon current information, we do not believe that probable or reasonably
possible expenditures in connection with the sites described above are likely to have a material adverse effect on our financial condition or results of
operations because:
8
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•

To the extent necessary, we have established adequate reserves to cover the estimate we presently believe will be our liability with respect to the
matter;

•

We and our subsidiaries have only limited or de minimis involvement in the sites based upon volumetric calculations; and

•

Other PRPs involved in the sites have substantial assets and may reasonably be expected to pay a larger share of the cost of remediation.

We are subject to various other governmental proceedings and regulations, including foreign regulations, relating to environmental matters and are
investigating potential violations of Environmental Regulations with respect to certain sites, but we do not believe that any of these matters or investigations
are likely to have a material adverse effect on our business, financial condition, liquidity or results of operations.
This section, “Environmental Matters,” contains forward-looking statements within the meaning of Section 27A of the Securities Act, as amended (the
“Securities Act”), and Section 21E of the Exchange Act. The words “will,” “expect,” “intend,” “anticipate,” “believe,” “project,” “forecast,” “propose,”
“plan,” “designed,” “estimate,” “enable” and similar expressions are intended to identify forward-looking statements. Our expectations regarding our
compliance with Environmental Regulations and our expenditures to comply with Environmental Regulations, including (without limitation) our capital
expenditures on environmental control equipment, and the effect that liability from Environmental Regulation or Superfund sites may have on our
competitive position, financial condition or results of operations, are only our expectations regarding these matters. These expectations may be substantially
different from actual results, which may be affected by the following factors: changes in Environmental Regulations; unexpected, adverse outcomes with
respect to sites where we have been named as a PRP, including (without limitation) the sites described above, and to sites in which we are investigating
potential violations of Environmental Regulations; the discovery of new sites of which we are not aware and where additional expenditures may be required
to comply with Environmental Regulations; an unexpected discharge of hazardous materials in the course of our business or operations; an acquisition of one
or more new businesses; a catastrophic event causing discharges into the environment of hydrocarbons; the inability of other PRPs to pay their share of
liability for a Superfund site; and a material change in the allocation to us of the volume of discharge and a resulting change in our liability as a PRP with
respect to a site.

Economic Factors and Seasonality
Our business is subject to a number of general economic factors that may have a material adverse effect on the results of our operations, many of which are
largely out of our control. These include the impact of recessionary economic cycles and downturns in individual customer’s business cycles, particularly in
market segments and industries, such as retail and manufacturing, where we have a significant concentration of customers. Economic conditions may
adversely affect our customers’ business levels, the amount of transportation services they need and their ability to pay for our services. We operate in a
highly price-sensitive and competitive industry, making industry pricing actions, quality of customer service, effective asset utilization and cost control major
competitive factors. All of our revenues are subject to seasonal variations. Customers tend to reduce shipments just prior to and after the winter holiday
season, and operating expenses as a percent of revenue tend to be higher, and operating cash flows as a percent of revenue tend to be lower, in the winter
months primarily due to colder weather and seasonally lower levels of shipments and the seasonal timing of expenditures. Generally, most of the first quarter
and the latter part of the fourth quarter are the seasonally weakest while the second and third quarters are the seasonally strongest. The availability and cost of
labor and other operating cost inputs, such as fuel and equipment maintenance and equipment replacements, can significantly impact our overall cost,
competitive position within our industry and our resulting earnings and cash flows.

Financial Information About Geographic Areas
Our revenue from foreign sources is mainly derived from Canada and, to a lesser extent, Mexico. We have certain long-lived assets located in these areas as
well. We discuss this information in the “Business Segments” footnote to our consolidated financial statements.
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Item 1A. Risk Factors
In addition to the risks and uncertainties described elsewhere in this report or in our other SEC filings, the following risk factors should be considered
carefully in evaluating us. These risks could have a material adverse effect on our business, financial condition and results of operations.

Liquidity Risks
Our substantial indebtedness and cash interest payment obligations, lease obligations and pension funding obligations could adversely affect our
financial flexibility and our competitive position.
As of December 31, 2014, we were substantially leveraged with $1,116.2 million in aggregate par value of outstanding indebtedness. We also have, and will
continue to have, significant lease obligations. As of December 31, 2014, our expected minimum cash payments under our operating leases for 2015 are $63.6
million and our operating lease obligations totaled $194.5 million, which are primarily payable through 2019. We currently plan to procure a portion of our
new revenue equipment using operating leases in 2015 and beyond. We expect our funding obligations in 2015 under our single-employer pension plans and
the multi-employer pension funds will be approximately $151.9 million. Our substantial indebtedness, lease obligations and pension funding obligations
could continue to have a significant impact on our business.
For example, it could:
•
•
•
•
•
•
•

increase our vulnerability to adverse changes or sustained slow growth in general economic, industry and competitive conditions;
require us to dedicate a substantial portion of our cash flow from operations to make payments on our indebtedness, leases and pension funding
obligations, thereby reducing the availability of our cash flow to fund working capital, capital expenditures and other general corporate purposes;
limit our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate;
restrict us from taking advantage of business opportunities;
make it more difficult to satisfy our financial obligations and covenants in our credit facilities;
place us at a competitive disadvantage compared to our competitors that have less debt, lease obligations, and pension funding obligations; and
limit our ability to borrow additional funds for working capital, capital expenditures, acquisitions, debt service requirements, execution of our
business strategy or other general corporate purposes on satisfactory terms or at all.

In addition, the failure to comply with our financial covenants could result in an event of default which, if not cured or waived, could result in the acceleration
of all of our indebtedness.
Our ability to fund working capital and capital expenditures will depend on our ability to generate cash in the future.
Our ability to generate cash in the future, to a certain extent, is subject to general economic, financial, competitive, business, legislative, regulatory and other
factors that are beyond our control. We believe that our results of operations will provide sufficient liquidity to fund our operations and meet our covenants
for at least the next twelve months.
Our ability to satisfy our liquidity needs and meet future stepped-up covenants beyond 2015 is primarily dependent on improving our profitability.
Improvements to our profitability primarily include continued successful implementation and realization of productivity and efficiency initiatives including
those identified in the modified labor agreement as well as pricing improvements. Some of these are outside of our control.
A failure to meet our liquidity needs could materially and adversely affect our business, financial condition and results of operations.
We incurred net losses in each of fiscal 2014, 2013 and 2012. We may not obtain the projected benefits and cost savings from productivity and
efficiency initiatives. If we incur future net losses we may need additional capital to meet our future cash requirements and execute our business
strategy.
Our business experienced net losses in each of fiscal 2014, 2013 and 2012. Contributing factors to our net losses in these years include the challenges facing
transportation services generally as a result of the prolonged slow economic recovery, competitive pressures in the LTL industry stemming from excess
capacity that resulted in lower profit margins, interest expense and financing costs, and our operating cost structure. In each of 2009, 2011 and 2014, we
implemented financial restructurings to improve our
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balance sheet and to provide additional operating liquidity. Since our restructuring in 2011, our senior management team and board of directors have put
strategies in place that are focused on increasing profitability at YRC Freight. These efforts have been concentrated on improving pricing and shipping
volumes as well as customer mix, redeploying shared services and, in turn, driving more autonomy, responsibility and accountability to our operating
companies, streamlining operations and our transportation network, and divesting non-core assets. There is no assurance that these changes and improvements
will be successful, that their implementation will have a positive impact on our operating results or that we will not have to initiate additional changes and
improvements in order to achieve the projected benefits and cost savings. If we incur future net losses, we may experience liquidity challenges and we may
need to raise additional capital to meet our future cash requirements and to execute our business strategy.
Restrictive covenants in the documents governing our existing and future indebtedness may limit our current and future operations, particularly our
ability to respond to changes in our business or to pursue our business strategies.
The documents governing our existing indebtedness contain, and the documents governing any future indebtedness will likely contain, a number of restrictive
covenants that impose significant operating and financial restrictions, including restrictions on our ability to take actions that we believe may be in our
interest. The documents governing our existing indebtedness, among other things, limit our ability to:
•
•
•
•
•
•
•
•
•

incur additional indebtedness and guarantee indebtedness;
make certain restricted payments or investments;
enter into agreements that restrict distributions from restricted subsidiaries;
sell or otherwise dispose of assets, including capital stock of restricted subsidiaries;
enter into transactions with affiliates;
create or incur liens;
enter into sale/leaseback transactions;
merge, consolidate or sell substantially all of our assets; and
make certain investments and acquire certain assets.

The restrictions could adversely affect our ability to:
•
•
•
•
•

finance our operations;
make strategic acquisitions or investments or enter into alliances;
withstand a future downturn in our business or the economy in general;
engage in business activities, including future opportunities, that may be in our interest; and
plan for or react to market conditions or otherwise execute our business strategies.

Our ability to obtain future financing or to sell assets could be adversely affected because substantially all of our assets have been secured as collateral for the
benefit of the holders of our indebtedness.
Our failure to comply with the covenants in the documents governing our existing and future indebtedness could materially adversely affect our
financial condition and liquidity.
The documents governing our indebtedness contain financial covenants, affirmative covenants requiring us to take certain actions and negative covenants
restricting our ability to take certain actions. If we are unsuccessful in meeting our financial covenants, we will need to seek an amendment or waiver from
our lenders or otherwise we will be in default under our credit facilities, which would enable lenders thereunder to accelerate the repayment of amounts
outstanding and exercise remedies with respect to collateral. If our lenders under our credit facilities demand payment, we will not have sufficient cash to
repay such indebtedness. In addition, a default under our credit facilities or the lenders exercising their remedies thereunder could trigger cross-default
provisions in our other indebtedness and certain other operating agreements. Our ability to amend our credit facilities or otherwise obtain waivers from our
lenders depends on matters that are outside of our control and there can be no assurance that we will be successful in that regard. In addition, any covenant
breach or event of default could harm our credit rating and our ability to obtain additional financing on acceptable terms. The occurrence of any of these
events could have a material adverse effect on our financial condition and liquidity. During the next twelve months, the thresholds required under the financial
covenants in our credit facilities are subject to significant step-ups, specifically our maximum total leverage ratio. In the event our operating results indicate
we will not meet our maximum total leverage ratio, we will take action to improve our maximum total leverage ratio which will include paying down our
outstanding indebtedness with either cash on hand or from cash proceeds from equity issuances. The issuance of equity is outside of our control and there can
be no assurance that management will be able to issue additional equity at terms that are agreeable to us or that we would have sufficient cash on hand to meet
the maximum total leverage ratio.

Risks Related to Our Common Stock
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The price of our Common Stock may fluctuate significantly, and this may make it difficult to resell our Common Stock when holders want or at
prices they find attractive.
The market price for our Common Stock has been highly volatile and subject to wide fluctuations. We expect the market price of our Common Stock to
continue to be volatile and subject to wide fluctuations in response to a wide variety of factors, including the following:
•
•
•
•
•
•
•
•
•

fluctuations in stock market prices and trading volumes of securities of similar companies;
general market conditions and overall fluctuations in U.S. equity markets;
variations in our operating results, or the operating results of our competitors;
changes in our financial guidance, if any, or securities analysts’ estimates of our financial performance;
sales of large blocks of our Common Stock, including sales by our executive officers, directors and significant stockholders;
additions or departures of any of our key personnel;
announcements related to litigation;
changing legal or regulatory developments in the United States and other countries; and
discussion of us or our stock price by the financial press and in online investor communities.

In addition, the stock markets from time to time experience price and volume fluctuations that may be unrelated or disproportionate to the operating
performance of companies and that may be extreme. These fluctuations may adversely affect the trading price of our Common Stock, regardless of our actual
operating performance.
We issued a substantial number of shares of Common Stock in connection with our financing transactions that occurred in early 2014 (“2014
Financing Transactions”) and have registered such shares of Common Stock under the Securities Act, which could lead to significant sales of our
Common Stock and may adversely affect the market price of our Common Stock.
Pursuant to the 2014 Financing Transactions (defined in the “2014 Financing Transactions” footnote to our consolidated financial statements included herein),
we issued 14,333,334 shares of our Common Stock and 583,334 shares of our Convertible Preferred Stock. We are unable to predict the potential effects of
such issuance of Common Stock on the trading activity and market price of our Common Stock. The registration of these shares facilitates the resale of such
shares of Common Stock into the public market, and would increase the number of shares of our Common Stock available for public trading. Sales of a
substantial number of shares of our Common Stock in the public market, or the perception that such sales may occur, could have a material adverse effect on
the market price of our Common Stock.
Future issuances of our Common Stock or equity-related securities in the public market could adversely affect the trading price of our Common
Stock and our ability to raise funds in new stock offerings.
In the future, we may issue significant numbers of additional shares of our Common Stock to raise capital or in connection with a restructuring or refinancing
of our maturing indebtedness. Shares of our Common Stock are reserved for issuance, exercise of outstanding stock options and vesting of outstanding share
units. As of December 31, 2014, we had outstanding options to purchase an aggregate of approximately 33,000 shares of Common Stock, outstanding
nonvested restricted stock and share units representing the right to receive a total of approximately 1,043,000 shares of Common Stock upon vesting and an
aggregate of approximately 3.1 million shares of our Common Stock was reserved for future issuance under our Amended and Restated 2011 Incentive and
Equity Award Plan (the “Amended 2011 Plan”). We have registered under the Securities Act all of the shares of Common Stock that we may issue upon the
exercise of our outstanding options and the vesting of outstanding share units and on account of future awards made under the Amended 2011 Plan. All of
these registered shares can be freely sold in the public market upon issuance, except for shares issued to our directors and executive officers, which sales are
subject to certain volume restrictions. If a large number of these shares are sold in the public market, the sales could reduce the trading price of our Common
Stock.
We cannot predict the size of future issuances or the effect, if any, that such issuances may have on the market price for our Common Stock. Sales of
significant amounts of our Common Stock or equity-related securities in the public market, or the perception that such sales may occur, could adversely affect
prevailing trading prices of our Common Stock and the value of our remaining convertible notes and could impair our ability to raise capital through future
offerings of equity or equity-related securities. Further sales of shares of our Common Stock or the availability of shares of our Common Stock for future sale
or in connection with hedging and arbitrage activity that may develop with respect to our Common Stock, could adversely affect the trading price of our
Common Stock.

12

Table of Contents

We do not intend to pay dividends on our Common Stock in the foreseeable future.
We do not anticipate that we will be able to pay any dividends on shares of our Common Stock in the foreseeable future. We intend to retain any future
earnings to fund operations, to service debt and to use for other corporate needs.
We can issue shares of preferred stock that may adversely affect the rights of holders of our Common Stock.
Our certificate of incorporation currently authorizes the issuance of five million shares of preferred stock. Our board of directors is authorized to approve the
issuance of one or more series of preferred stock without further authorization of our shareholders and to fix the number of shares, the designations, the
relative rights and the limitations of any series of preferred stock. As a result, our board, without shareholder approval, could authorize the issuance of
preferred stock with voting, conversion and other rights that could proportionately reduce, minimize or otherwise adversely affect the voting power and other
rights of holders of our Common Stock or other series of preferred stock or that could have the effect of delaying, deferring or preventing a change in our
control.
Business Risks
We are a holding company and we are dependent on the ability of our subsidiaries to distribute funds to us.
We are a holding company and our subsidiaries conduct substantially all of our consolidated operations and own substantially all of our consolidated assets.
Consequently, our cash flow and our ability to make payments on our indebtedness substantially depends upon our subsidiaries’ cash flow and payments of
funds to us by our subsidiaries. Our subsidiaries’ ability to make any advances, distributions or other payments to us may be restricted by, among other things,
debt instruments, tax considerations and legal restrictions. If we are unable to obtain funds from our subsidiaries as a result of these restrictions, we may not
be able to pay principal of, or cash interest on, our indebtedness when due, and we cannot assure you that we will be able to obtain the necessary funds from
other sources.
We are subject to general economic factors that are largely out of our control, any of which could have a material adverse effect on our business,
financial condition and results of operations.
Our business is subject to a number of general economic factors that may adversely affect our business, financial condition and results of operations, many of
which are largely out of our control. These factors include recessionary economic cycles and downturns in customers’ business cycles and changes in their
business practices, particularly in market segments and industries, such as retail and manufacturing, where we have a significant concentration of customers.
Economic conditions may adversely affect our customers’ business levels, the amount of transportation services they need and their ability to pay for our
services. Because a portion of our costs are fixed, it may be difficult for us to quickly adjust our cost structure proportionally with fluctuations in volume
levels. Customers encountering adverse economic conditions represent a greater potential for loss, and we may be required to increase our reserve for baddebt losses. Further, we depend on our suppliers for equipment, parts and services that are critical to our business. A disruption in the availability of these
supplies or a material increase in their cost due to adverse economic conditions or financial constraints of our suppliers could adversely impact our business,
results of operations and liquidity.
We are subject to business risks and increasing costs associated with the transportation industry that are largely out of our control, any of which
could have a material adverse effect on our business, financial condition and results of operations.
We are subject to business risks and increasing costs associated with the transportation industry that are largely out of our control, any of which could
adversely affect our business, financial condition and results of operations. The factors contributing to these risks and costs include weather, excess capacity
in the transportation industry, interest rates, fuel prices and taxes, fuel surcharge collection, terrorist attacks, license and registration fees, insurance premiums,
self-insurance levels, and letters of credit required to support outstanding claims, difficulty in recruiting and retaining qualified drivers, the risk of widespread
disruption of our technology systems, and increasing equipment and operational costs. Our results of operations may also be adversely affected by seasonal
factors. Further, the future availability and support available for our current technology may make it necessary for us to upgrade or change these systems,
which may be costly and could disrupt or reduce the efficiency of our operations.
We operate in a highly competitive industry, and our business will suffer if we are unable to adequately address potential downward pricing
pressures and other factors that could have a material adverse effect on our business, financial condition and results of operations.
Numerous competitive factors could adversely affect our business, financial condition and results of operations. These factors include the following:
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•
•
•
•
•
•
•
•
•

We compete with many other transportation service providers of varying sizes and types, some of which have a lower cost structure, more equipment
and greater capital resources than we do or have other competitive advantages.
Some of our competitors periodically reduce their prices to gain business, especially during times of reduced growth rates in the economy, which
limits our ability to maintain or increase prices or maintain or grow our business.
Our customers may negotiate rates or contracts that minimize or eliminate our ability to offset fuel prices through fuel surcharges.
Many customers reduce the number of carriers they use by selecting so-called “core carriers” as approved transportation service providers, and in
some instances, we may not be selected.
Many customers periodically accept bids from multiple carriers for their shipping needs, which may depress prices or result in the loss of some
business to competitors.
The trend towards consolidation in the ground transportation industry may create other large carriers with greater financial resources and other
competitive advantages relating to their size.
Advances in technology require increased investments to remain competitive, and our customers may not be willing to accept higher prices to cover
the cost of these investments.
Competition from non-asset-based logistics and freight brokerage companies may adversely affect our customer relationships and prices.
As a union carrier, we may have a competitive disadvantage against non-union carriers with lower cost structures and greater operating flexibility.

If our relationship with our employees and unions were to deteriorate, we may be faced with labor disruptions or stoppages, which could have a
material adverse effect on our business, financial condition and results of operations and place us at a disadvantage relative to non-union
competitors.
Virtually all of our operating subsidiaries have employees who are represented by the International Brotherhood of Teamsters (“IBT”). These employees
represent the majority of our workforce at December 31, 2014. Salaries, wages and employee benefits compose over half of our operating costs.
Each of our YRC Freight, New Penn, and Holland subsidiaries employ most of their unionized employees under the terms of a common national master
freight agreement with the IBT, as supplemented by additional regional supplements and local agreements, a significant majority of which will expire on
March 31, 2019. The IBT also represents a number of employees at Reddaway, and Reimer under more localized agreements, which have wages, benefit
contributions and other terms and conditions that better fit the cost structure and operating models of these business units. Our subsidiaries are regularly
subject to grievances, arbitration proceedings and other claims concerning alleged past and current non-compliance with applicable labor law and collective
bargaining agreements.
Neither we nor any of our subsidiaries can predict the outcome of any of these matters. These matters, if resolved in a manner unfavorable to us, could have a
material adverse effect on our business, financial condition, liquidity and results of operations.
Our pension expense and funding obligations could increase significantly and have a material adverse effect on our business, financial condition and
results of operations.
Our future funding obligations for our U.S. single-employer defined benefit pension plans qualified with the Internal Revenue Service depend upon their
funded status, the future performance of assets set aside in trusts for these plans, the level of interest rates used to determine funding levels and actuarial
experience and any changes in government laws and regulations.
Our subsidiaries began making contributions to most of the multi-employer pension funds (the “funds”) beginning June 1, 2011 at the rate of 25% of the
contribution rate in effect on July 1, 2009. A fund that did not allow our subsidiaries to begin making contributions at a reduced rate to the fund elected to
either (i) apply the amount of the contributions toward paying down previously deferred contributions under our Contribution Deferral Agreement, or (ii)
have the amount of the contributions placed in escrow until such time when the fund is able to accept re-entry at the reduced rate.
If the funding of the funds does not reach certain goals (including those required not to enter endangered or critical status or those required by a fund’s
funding improvement or rehabilitation plan), our pension expenses and required cash contributions could further increase upon the expiration of our collective
bargaining agreements and, as a result, could materially adversely affect our business, financial condition and results of operations. Decreases in investment
returns that are not offset by contributions could also increase our obligations under such plans.
We believe that based on information obtained from public filings and from plan administrators and trustees, our portion of the contingent liability in the case
of a full withdrawal from or termination of all of the multi-employer pension plans would be an
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estimated $10 billion on a pre-tax basis. If we were subject to withdrawal liability with respect to a plan, ERISA provides that a withdrawing employer can
pay the obligation in a lump sum or over time based upon an annual payment that is the product of the highest contribution rate to the relevant plan multiplied
by the average of the three highest consecutive years measured in contribution base units, which, in some cases, could be up to 20 years. Even so, our
applicable subsidiaries have no current intention of taking any action that would subject us to payment of material withdrawal obligations; however we cannot
provide any assurance that such obligations will not arise in the future which would have a material adverse effect on our business, financial condition,
liquidity and results of operations.
Ongoing self-insurance and claims expenses could have a material adverse effect on our business, financial condition and results of operations.
Our future insurance and claims expenses might exceed historical levels. We currently self-insure for a majority of our claims exposure resulting from cargo
loss, personal injury, property damage and workers’ compensation. If the number or severity of claims for which we are self-insured increases, our business,
financial condition and results of operations could be adversely affected, and we may have to post additional letters of credit or cash collateral to state
workers’ compensation authorities or insurers to support our insurance policies, which may adversely affect our liquidity. Although we have significantly
reduced our letter of credit expense in recent periods, there is no assurance this trend will continue. If we lose our ability to self-insure, our insurance costs
could materially increase, and we may find it difficult to obtain adequate levels of insurance coverage.
We have significant ongoing capital expenditure requirements that could have a material adverse effect on our business, financial condition and
results of operations if we are unable to generate sufficient cash from operations.
Our business is capital intensive. Our capital expenditures focus primarily on revenue equipment replacement, land and structures and investments in
information technology. In light of our operating results over the past few years and our liquidity needs, we have deferred certain capital expenditures in
recent years and may need to continue to do so in the future, including the next twelve months. As a result, the average age of our fleet has increased and we
will need to update our fleet periodically. If we are unable to generate sufficient cash from operations to fund our capital requirements, we may have to limit
our growth, utilize our existing liquidity, or enter into additional financing arrangements, including leasing arrangements, or operate our revenue equipment
(including tractors and trailers) for longer periods resulting in increased maintenance costs, any of which could reduce our operating income. If our cash from
operations and existing financing arrangements are not sufficient to fund our capital expenditure requirements, we may not be able to obtain additional
financing at all or on terms acceptable to us. In addition, our credit facilities contain provisions that limit our level of annual capital expenditures.
We operate in an industry subject to extensive government regulations, and costs of compliance with, or liability for violation of, existing or future
regulations could significantly increase our costs of doing business.
The U.S. Departments of Transportation and Homeland Security and various federal, state, local and foreign agencies exercise broad powers over our
business, generally governing such activities as authorization to engage in motor carrier operations, safety and permits to conduct transportation business. Our
drivers are also subject to hours-of-service rules from the Federal Motor Carrier Safety Administration (“FMCSA”). In the future, we may become subject to
new or more restrictive regulations that the FMCSA, Departments of Transportation and Homeland Security, the Occupational Safety and Health
Administration, the Environmental Protection Agency or other authorities impose, including regulations relating to engine exhaust emissions, the hours of
service that our drivers may provide in any one time period, security and other matters. Compliance with these regulations could substantially impair
equipment productivity and increase our costs.
In December 2010, the FMSCA established the Compliance Safety Accountability (“CSA”) motor carrier oversight program under which drivers and fleets
are evaluated based on certain safety-related standards. Carriers’ safety and fitness ratings under CSA include the on-road safety performance of the carrier’s
drivers. The FMSCA has also implemented changes to the hours of service regulations which govern the work hours of commercial drivers and has a number
of other proposals that it has announced are in process, including a rule which may mandate the use of electronic logging devices in over-the-road commercial
motor vehicles. As a result of these increased standards, drivers who do not meet such standards are not eligible to drive for us. If we experience safety and
fitness violations, our fleet could be ranked poorly as compared to our peers, and our safety and fitness scores could be adversely impacted. A reduction in our
safety and fitness scores or those of our drivers could also reduce our competitiveness in relation to other companies who retain higher scores. Additionally,
competition for drivers with favorable safety ratings may increase and thus provide for increases in driver related compensation costs.
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We are subject to various Environmental Regulations, and costs of compliance with, or liabilities for violations of, existing or future laws and
regulations could significantly increase our costs of doing business.
Our operations are subject to Environmental Regulations dealing with, among other things, the handling of hazardous materials, underground fuel storage
tanks and discharge and retention of storm water. We operate in industrial areas, where truck terminals and other industrial activities are located, and where
groundwater or other forms of environmental contamination may have occurred. Our operations involve the risks of fuel spillage or seepage, environmental
damage and hazardous waste disposal, among others. If we are involved in a spill or other accident involving hazardous substances, or if we are found to be in
violation of applicable environmental laws or regulations, it could significantly increase our cost of doing business. Under specific environmental laws and
regulations, we could be held responsible for all of the costs relating to any contamination at our past or present terminals and at third-party waste disposal
sites. If we fail to comply with applicable environmental laws and regulations, we could be subject to substantial fines or penalties and to civil and criminal
liability.
In addition, as climate change initiatives become more prevalent, federal, state and local governments and our customers are beginning to promulgate
solutions for these issues. This increased focus on greenhouse gas emission reductions and corporate environmental sustainability may result in new
regulations and customer requirements that could negatively affect us. This could cause us to incur additional direct costs or to make changes to our
operations in order to comply with any new regulations and customer requirements, as well as increased indirect costs or loss of revenue resulting from,
among other things, our customers incurring additional compliance costs that affect our costs and revenues. We could also lose revenue if our customers
divert business from us because we have not complied with their sustainability requirements. These costs, changes and loss of revenue could have a material
adverse effect on our business, financial condition, liquidity and results of operations.
Our business may be harmed by anti-terrorism measures.
In the aftermath of the terrorist attacks on the United States, federal, state and municipal authorities have implemented and are implementing various security
measures, including checkpoints and travel restrictions on large trucks. Although many companies would be adversely affected by any slowdown in the
availability of freight transportation, the negative impact could affect our business disproportionately. For example, we offer specialized services that
guarantee on-time delivery. If the security measures disrupt or impede the timing of our deliveries, we may fail to meet the needs of our customers, or may
incur increased expenses to do so. We cannot assure you that these measures will not significantly increase our costs and reduce our operating margins and
income.
The outcome of IRS audits to which we and our subsidiaries are a party could have a material adverse effect on our businesses, financial condition
and results of operations.
The IRS may issue adverse tax determinations in connection with its audit of our prior year tax returns. See the “Income Taxes” footnote to our consolidated
financial statements. We may incur significant expenses defending ourselves in these audits. We may be required to pay significant taxes and/or interest to
resolve these audits. These costs could have a material adverse effect on our businesses, financial condition, liquidity and results of operations.
Current or future litigation may adversely affect our business, financial condition, liquidity or results of operations.
We have been and continue to be involved in legal proceedings, claims and other litigation that arise in the ordinary course of business. Litigation may be
related to labor and employment, competitive matters, personal injury, property damage, safety and contract compliance, environmental liability, our past
financial restructurings and other matters. We are currently subject to putative class action litigation in connection with public statements made by prior
management regarding our financial restructuring in 2009. We discuss legal proceedings in the “Commitments, Contingencies and Uncertainties” footnote to
our consolidated financial statements included elsewhere in this Annual Report on Form 10-K. Some or all of our expenditures to defend, settle or litigate
these matters may not be covered by insurance or could impact our cost and ability to obtain insurance in the future. Litigation can be expensive, lengthy and
disruptive to normal business operations, including to our management due to the increased time and resources required to respond to and address the
litigation. The results of complex legal proceedings are often uncertain and difficult to predict. An unfavorable outcome of any particular matter or any future
legal proceedings could have a material adverse effect on our business, financial condition, liquidity or results of operations. In the future, we could incur
judgments or enter into settlements of claims that could harm our financial position, liquidity and results of operations.
We may not obtain further benefits and cost savings from operational changes and performance improvement initiatives.
In response to our business environment, we initiated operational changes and process improvements to reduce costs and improve financial performance.
These changes and initiatives include evaluating management talent, reducing overhead costs, closing
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redundant facilities, making upgrades to our technology, eliminating non-core assets and unnecessary activities and implementing changes of operations
under our labor agreements. There is no assurance that these changes and improvements will be successful, that their implementation may not have an adverse
impact on our operating results or that we will not have to initiate additional changes and improvements in order to achieve the projected benefits and cost
savings.
Our actual operating results may differ significantly from our projections.
From time to time, we use projections regarding our future performance. These projections, which are forward-looking statements, are prepared by our
management and are qualified by, and subject to, the assumptions and the other information contained or referred to in the introductory section immediately
prior to “Part I” of this Report. Our projections are not prepared with a view toward compliance with published guidelines of the American Institute of
Certified Public Accountants, and neither our registered public accountants nor any other independent expert or outside party compiles or examines the
projections and, accordingly, no such person expresses any opinion or any other form of assurance with respect thereto.
Projections are based upon a number of assumptions and estimates that, while presented with numerical specificity, are inherently subject to significant
business, economic and competitive uncertainties and contingencies, many of which are beyond our control and are based upon specific assumptions with
respect to future business decisions, some of which will change.
Projections are necessarily speculative in nature, and it can be expected that some or all of the assumptions and estimates relating to the projections furnished
by us will not materialize or will vary significantly from actual results. Accordingly, our projections are only an estimate of what management believes is
realizable as of the date of release. Actual results will vary from the projections and the variations may be material. Investors should also recognize that the
reliability of any forecasted financial data diminishes the farther in the future that the data is projected. In light of the foregoing, investors are urged not to rely
upon, or otherwise consider, our projections in making investment decisions in respect of our securities.
Any failure to successfully implement our operating strategy, the failure of some or all of the assumptions and estimates relating to the projections used by us
or the occurrence of any of the adverse events or circumstances described in this Annual Report on Form 10-K and in our other filings with the SEC could
result in the actual operating results being different from the projections, and such differences may be adverse and material.
Difficulties attracting and retaining qualified drivers could result in increases in driver compensation and purchased transportation costs and could
adversely affect our profitability and our ability to maintain or grow our fleet.
Like many in the trucking industry, we are experiencing difficulty in attracting and retaining sufficient numbers of qualified drivers. Due in part to the time
commitment, the physical strains of the work and the current industry conditions, the available pool of employee drivers and independent contractors has been
declining. Regulatory requirements, including the CSA program of the FMCSA, have also reduced the number of eligible employee drivers and independent
contractors and may continue to do so in the future. Because of the shortage of qualified drivers and intense competition for drivers from other trucking
companies, we expect to continue to face difficulty increasing our number of drivers. Driver shortages may result in less than optimal use of purchased
transportation, which may result in higher costs to the Company. The compensation we offer our drivers is subject to market conditions, and we may find it
necessary to continue to increase driver compensation in future periods. In addition, we and our industry suffer from a high driver turnover rate. Driver
turnover requires us to continually recruit a substantial number of drivers in order to operate existing revenue equipment. If we are unable to continue to
attract and retain drivers, we could be required to adjust our compensation packages, increase our use of purchased transportation, let tractors sit idle, or
operate with fewer tractors and face difficulty meeting customer demands, any of which would adversely affect our growth and profitability.
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Item 1B. Unresolved Staff Comments
Not applicable.
Item 2. Properties
At December 31, 2014, we operated a total of 384 transportation service facilities located in 50 states, Puerto Rico, Canada and Mexico for our YRC Freight
and Regional Transportation segments. Of this total, 187 are owned and 197 are leased, generally with lease terms ranging from one month to ten years with
right of renewal options. The number of customer freight servicing doors totaled 20,918, of which 12,114 are at owned facilities and 8,804 are at leased
facilities. The transportation service centers vary in size ranging from one to three doors at small local facilities, to 426 doors at the largest consolidation and
distribution facility. In addition, we and our subsidiaries own and occupy a general office building in Lebanon, Pennsylvania. We also lease and occupy
general office buildings in Holland, Michigan, Overland Park, Kansas, Tualatin, Oregon and Winnipeg, Manitoba. Our owned transportation service facilities
and office buildings serve as collateral under our credit agreements.
Our facilities and equipment are adequate to meet current business requirements in 2015. Refer to “Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations” for a more detailed discussion of expectations regarding capital spending in 2015.
Item 3. Legal Proceedings
We discuss legal proceedings in the “Commitments, Contingencies and Uncertainties” footnote to our consolidated financial statements included with this
annual report on Form 10-K.
Item 4. Mine Safety Disclosures
Not applicable.
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Executive Officers of the Registrant
The following are our executive officers, each of whom serves until his or her successor has been elected and qualified or until his or her earlier resignation or
removal:
Name

Age

Position(s) Held

James L. Welch

60

YRC Worldwide Inc.: Chief Executive Officer (since 2011); Dynamex Inc. (transportation and logistics services):
President and Chief Executive Officer (2008 - 2011); JHT Holdings (truck transportation): Interim Chief Executive
Officer (2007 - 2008); Yellow Transportation (subsidiary of our Company): President and Chief Executive Officer (2000
- 2007), and various other positions (1978 - 2000); Current Director: SkyWest Inc. (regional airline), and Erickson Air
Crane, Inc. (manufacturing and operating); Former Director: Dynamex Inc., Spirit AeroSystems Holdings Inc.
(commercial airplane assemblies and components), and Roadrunner Transportation (transportation and logistics
services).

Jamie G. Pierson

45

Executive Vice President and Chief Financial Officer of YRC Worldwide Inc. (since November 2011); Interim Chief
Financial Officer of YRC Worldwide Inc. (August 2011-November 2011); Managing Director, Alvarez & Marsal North
America, LLC (professional services) (2008-November 2011); Vice President - Corporate Development and Integration,
Greatwide Logistics Services, Inc. (transportation and logistics) (2007-2008); Director, FTI Capital Advisors, LLC
(investment bank) (2002-2007); Vice President, FTI Consulting, Inc. (2001-2002); Vice President, Stonegate Securities,
Inc. (investment bank) (2000-2001); Associate, Houlihan Lokey Howard & Zukin (investment bank) (1997-2000).

Mark D. Boehmer

54

Vice President and Treasurer of YRC Worldwide (since July 2013); Vice President and Treasurer of Sealy Corporation
(bedding manufacturer) (2003-2013).

Stephanie D. Fisher

38

Vice President and Controller of YRC Worldwide (since May 2012); Director - Financial Reporting and various
positions in the Company’s Corporate Accounting department (2004-2012); Member of the Supervisory Committee of
CommunityAmerica Credit Union (since December 2010, Chairman of the Committee since May 2012).

Darren D. Hawkins

45

President (since February 2014), Senior Vice President - Sales and Marketing (January 2013-February 2014) of YRC
Freight; Director of Operations (December 2011-January 2013) and Director of Sales (January 2009-December 2011) for
Con- Way Freight, a subsidiary of Con-Way, Inc.; various positions of increasing responsibility with Yellow
Transportation (1991-2009).

Scott D. Ware

54

President (since May 2012), Vice President Operations & Linehaul (2009-2012) and Vice President Linehaul (20072009) of Holland (subsidiary of the Company); Director of Linehaul of SAIA Inc. (2002-2007); Director of Linehaul of
JEVIC (2000-2002); various industry management roles with Preston, Overnite, Con-Way and Spartan Express (19852000).

Thomas J. O’Connor

54

President of Reddaway (subsidiary of the Company) (since January 2007); President of USF Bestway (subsidiary of the
Company) (2005-2007); Vice President - Western Division and officer of the Company (1999-2005), District Manager
(1995-1999) and various management positions of increasing responsibility (1982-1995) of Roadway Express, Inc.
(subsidiary of the Company).

Donald R. Foust

57

President of New Penn (subsidiary of the Company) (since August 2014); Regional Vice President, Eastern Sales and
Operations (2013-July 2014), Vice President, Sales and Marketing (2012-2013), Director of Corporate Sales (20112012), Regional Sales Manager (2009-2011) of Roadrunner Transportation Services (transportation and logistics);
various management roles at Yellow Transportation (subsidiary of the Company) (1999-2009).
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PART II
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
As of February 13, 2015, 204 stockholders of record held YRC Worldwide common stock. Trading activity averaged 777,130 shares per day during 2014, up
from 621,240 per day in 2013. The NASDAQ Stock Market quotes prices for our common stock under the symbol “YRCW.” As part of our 2014 Financing
Transactions, on January 31, 2014, we issued 583,334 shares of YRC Worldwide Class A Convertible preferred stock (“Class A Preferred”) that converted
into 2,333,336 shares of Common Stock in 2014. No shares of Class A preferred stock remain outstanding as of December 31, 2014.

Quarterly Financial Information (unaudited)
2014
First
Quarter

(in millions, except per share and share data)

Operating revenue

$

Second Quarter

1,210.9 $

(Gains) losses on property disposals, net

1,317.6 $

Third
Quarter

Fourth
Quarter

1,322.6 $

1,217.7

0.2

(6.5)

0.2

(5.8)

(32.4)

20.0

26.7

31.2

(70.2)

(4.9)

1.2

6.2

(3.95)

(0.16)

(0.03)

0.16

High

27.00

28.73

29.21

25.40

Low

11.81

18.40

19.47

14.03

Operating income (loss)
Net income (loss)
Diluted income (loss) per

share(a)

Market price of common stock per share:

2013
First
Quarter

(in millions, except per share and share data)

Operating revenue

$

Second Quarter

Fourth
Quarter (b)

1,242.5 $

1,252.7 $

(4.5)

1.3

1.3

(0.3)

9.9

14.3

5.8

(1.6)

(24.5)

(15.1)

(44.4)

0.4

(2.93)

(1.72)

(4.45)

(1.71)

High

9.60

30.49

36.99

20.58

Low

5.75

6.69

14.39

7.06

(Gains) losses on property disposals, net
Operating (loss) income
Net income (loss)
Diluted loss per

share(a)

1,162.5 $

Third
Quarter

1,207.7

Market price of common stock per share:

(a)
(b)

Diluted income (loss) per share amounts were computed independently for each of the quarters presented. The sum of the quarters may differ from the total annual amount primarily due to
change in the number of outstanding shares in the year and the impact of the if-converted method used to calculate earnings per share.
The fourth quarter 2013 results were impacted by the 2013 tax rate, which included a benefit recognized due to application of ASC 740 rules regarding intra-period tax allocation.

Purchases of Equity Securities by the Issuer
We did not repurchase any shares of our Common Stock in 2014, 2013 and 2012. Our credit agreement as of December 31, 2014 did not permit us to
purchase shares of our Common Stock.

Dividends
We did not declare any cash dividends on our Common Stock in 2014, 2013 and 2012. Our credit agreement as of December 31, 2014 did not permit us to
declare dividends on any of our outstanding capital stock.
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Common Stock Performance
Set forth below is a line graph comparing the quarterly percentage change in the cumulative total stockholder return of the Company’s common stock against
the cumulative total return of the S&P Composite-500 Stock Index and the Dow Jones Transportation Average Stock Index for the period of five years
commencing December 31, 2009 and ending December 31, 2014.
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Item 6. Selected Financial Data
Our selected financial data below should be read in conjunction with “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” and “Financial Statements and Supplementary Data” included in this Form 10-K.
(dollars in millions, except per share data. shares in thousands)

2014

2013

2012

2011

2010

For the Year
Operating revenue

$

Operating income (loss)
Net loss from continuing operations
Net loss from discontinued operations, net of tax

5,068.8

$

4,850.5

$

4,868.8

$

4,334.6

24.1

(138.2)

(227.9)

(67.7)

(83.6)

(136.5)

(354.4)

(304.7)

—

(67.7)

Less: Net income (loss) attributable to non-controlling
interest

$

28.4

—

Net loss

4,865.4

45.5

—

(83.6)

—

—

(136.5)

—

(354.4)

3.9

(3.1)

(2.0)

(351.3)

(325.8)

(67.7)

Amortization of beneficial conversion feature on
preferred stock

(18.1)

Net loss attributable to common shareholders

(85.8)

(83.6)

(140.4)

(409.3)

(325.8)

Acquisition of property and equipment

(69.2)

(66.9)

(66.4)

(71.6)

(19.2)

20.8

9.8

50.4

67.5

85.7

—

34.3

Disposition of affiliates, net of cash sold

(140.4)

(327.8)

Net loss attributable to YRC Worldwide Inc.

Proceeds from disposal of property and equipment

(83.6)

(23.1)

—

—

(58.0)

—

—

—

—

Net cash provided by (used in) operating activities

28.5

12.1

(25.9)

(26.0)

0.7

Net cash provided by (used in) investing activities

(41.6)

(23.5)

19.8

(156.6)

106.0

Net cash provided by (used in) financing activities

7.9

(21.0)

14.3

240.1

(61.5)

At Year-End
Total assets

$

Total debt

1,985.0

$

1,109.9

Total YRC Worldwide Inc. shareholders’ deficit

$

—

(597.4)

2,485.8

$

1,354.7

(629.1)

—

(474.3)

2,225.5
1,375.4

(597.4)

—

Total shareholders’ deficit

$

1,363.4

(474.3)

Non-controlling interest

2,064.9

(629.1)

2,571.6
1,060.1

(353.9)

(209.5)

(4.6)

(1.9)

(358.5)

(211.4)

Measurements
Basic & Diluted per share data:
Net loss from continuing operations attributable to
YRC Worldwide Inc.
Net loss from discontinued operations
Net loss

$

(3.00)

$

—

—

(3.00)

Average common shares outstanding

(8.96)

$

(19.20)
—

$

(196.12)
—

$

(2,293.30)
(174.87)

(8.96)

(19.20)

(196.12)

28,592

9,332

7,311

2,087

(2,468.17)
132

33,000

32,000

32,000

32,000

32,000

Other Data
Number of employees
Operating ratio:

(a)

YRC Freight
Regional Transportation

(a)

100.0%

101.0%

101.2%

102.8%

105.9%

96.4%

95.4%

95.7%

97.9%

99.8%

Truckload

N/A

N/A

N/A

119.1%

109.3%

Consolidated

99.1%

99.4%

99.5%

102.8%

105.3%

Operating ratio is calculated as (i) 100 percent (ii) minus the result of dividing operating income by operating revenue or (iii) plus the result of dividing operating loss by operating revenue and
expressed as a percentage.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” contains forward-looking statements within the meaning of
Section 27A of the Securities Act and Section 21E of the Exchange Act. See the introductory section immediately prior to “Part I” and Risk Factors in “Item
1A” of this report regarding these statements.

Overview
MD&A includes the following sections:
Our Business: a brief description of our business and a discussion of how we assess our operating results
Consolidated Results of Operations: an analysis of our consolidated results of operations for the years ended December 31, 2014, 2013 and 2012
Reporting Segment Results of Operations: an analysis of our results of operations for the years ended December 31, 2014, 2013 and 2012 for our
two reporting segments: YRC Freight and Regional Transportation
Certain Non-GAAP Financial Measures: an analysis of our results using certain non-GAAP financial measures, for the years ended December 31,
2014, 2013 and 2012
Financial Condition/Liquidity and Capital Resources: a discussion of our major sources and uses of cash as well as an analysis of our cash flows
and aggregate contractual obligations and commercial commitments

Our Business
YRC Worldwide is a holding company that, through wholly owned operating subsidiaries and its interest in a Chinese joint venture, offers its customers a
wide range of transportation services. YRC Worldwide has one of the largest, most comprehensive less-than-truckload (“LTL”) networks in North America
with local, regional, national and international capabilities. Through its team of experienced service professionals, YRC Worldwide offers industry-leading
expertise in heavyweight shipments and flexible supply chain solutions, ensuring customers can ship industrial, commercial and retail goods with confidence.
We measure the performance of our business both on a consolidated and reporting segment basis and using several metrics, but rely primarily upon (without
limitation) operating revenue, operating income (loss), and operating ratio. We also use certain non-GAAP financial measures as secondary measures to
assess our operating performance.
•

Operating Revenue: Operating revenue has two primary components: volume (commonly evaluated using tonnage, tonnage per day, number of
shipments, shipments per day or weight per shipment) and yield or price (commonly evaluated using picked up revenue, revenue per hundredweight
or revenue per shipment). Yield includes fuel surcharge revenue which is common in the trucking industry and represents an amount charged to
customers that adjusts with changing fuel prices. We base our fuel surcharges on a published national index and adjust them weekly. Rapid material
changes in the index or our cost of fuel can positively or negatively impact our revenue and operating income as a result of changes in our fuel
surcharge. We believe that fuel surcharge is an accepted and important component of the overall pricing of our services to our customers. Without an
industry accepted fuel surcharge program, our base pricing for our transportation services would require changes. We believe the distinction between
base rates and fuel surcharge has blurred over time, and it is impractical to clearly separate all the different factors that influence the price that our
customers are willing to pay. In general, under our present fuel surcharge program, we believe rising fuel costs are beneficial to us and falling fuel
costs are detrimental to us in the short term, the effects of which are mitigated over time.

•

Operating Income (Loss): Operating income (loss) is operating revenue less any operating expenses. Consolidated operating income (loss) includes
certain corporate charges that are not allocated to our reporting segments.

•

Operating Ratio: Operating ratio is a common operating performance measure used in the trucking industry. It is calculated as (i) 100 percent (ii)
minus the result of dividing operating income by operating revenue or (iii) plus the result of dividing operating loss by operating revenue, and is
expressed as a percentage.

•

Certain Non-GAAP Financial Measures: We use adjusted EBITDA and adjusted free cash flow (deficit), which are non-GAAP financial
measures, to assess our performance. Adjusted EBITDA reflects earnings before interest, taxes, depreciation, and amortization expense, and further
adjusts for letter of credit fees, equity-based compensation expense, net gains or losses on property disposals and certain other items, including
restructuring professional fees, expenses
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associated with certain lump sum payments to our IBT employees and the impact of permitted dispositions and discontinued operations as defined in
our credit facilities. Adjusted EBITDA is used for internal management purposes as a financial measure that reflects core operating performance and
to measure compliance with certain financial covenants in our credit facilities. Adjusted free cash flow (deficit) is a non-GAAP measure that reflects
our operating cash flow minus gross capital expenditures and excludes restructuring costs included in operating cash flow. Our non-GAAP financial
measures have the following limitations:
◦
◦
◦
◦
◦

Adjusted EBITDA does not reflect the interest expense or the cash requirements necessary to fund restructuring professional fees, letter of
credit fees, service interest or principal payments on our outstanding debt;
Although depreciation and amortization are non-cash charges, the assets being depreciated and amortized will often have to be replaced in
the future and adjusted EBITDA does not reflect any cash requirements for such replacements;
Equity based compensation is an element of our long-term incentive compensation package, although adjusted EBITDA excludes employee
equity-based compensation expense when presenting our ongoing operating performance for a particular period;
Adjusted free cash flow (deficit) excludes the cash usage by our restructuring activities, debt issuance costs,
equity issuance costs and principal payments on our outstanding debt and the resulting reduction in our liquidity position from those cash
outflows; and
Other companies in our industry may calculate adjusted EBITDA and adjusted free cash flow (deficit) differently than we do, limiting its
usefulness as a comparative measure.

Because of these limitations, our non-GAAP measures should not be considered a substitute for performance measures calculated in accordance with
GAAP. We compensate for these limitations by relying primarily on our GAAP results and use our non-GAAP measures as secondary measures.

Consolidated Results of Operations
Our consolidated results for 2014, 2013 and 2012 include the consolidated results of our reporting segments and unallocated corporate charges. A more
detailed discussion of the operating results of our reporting segments is presented in the “Reporting Segment Results of Operations” section below.
The table below provides summary consolidated financial information for the three years ended December 31:
Percent Change
(in millions)

Operating revenue
Operating income

2014

$

5,068.8

2013

$

4,865.4

2012

$

2014 vs. 2013

2013 vs. 2012

4,850.5

4.2 %

0.3 %

45.5

28.4

24.1

60.2 %

17.8 %

Nonoperating expenses, net

129.3

157.9

175.6

(18.1)%

(10.1)%

Net loss

(67.7)

(83.6)

(136.5)

19.0 %

38.8 %

2014 Compared to 2013
Our consolidated operating revenue increased $203.4 million in 2014 compared to 2013. The increase in revenue was largely driven by increases in yield and
shipping volumes. The increases in yield were driven by a stronger overall pricing environment and successful contract negotiations with our customers. We
believe the increase in shipping volumes was driven, in large part, by the improvement in the overall economic environment as well as increased shipper
confidence due to the finalization of the 2014 Financing Transactions and our modified labor agreement entered into in early 2014.
Operating expenses in 2014 increased $186.3 million, or 3.9%, compared to 2013. The increase in operating expenses was primarily driven by a $98.1
million, or 3.5%, increase in salaries, wages and benefits, a $78.4 million, or 15.3%, increase in purchased transportation and a a $34.4 million, or 14.7%,
increase in other operating expense. These increases were partially offset by a $6.2 million, or 0.6%, decrease in operating expenses and supplies.
•

The $98.1 million, or 3.5%, increase in salaries, wages and employees’ benefits was driven by a $85.9 million increase in employment costs
primarily driven by an increase in shipping volumes and a decrease in our operational productivities. The increase in salaries, wages and employees’
benefits is also driven by a $29.9 million, or 31.9%, increase in workers’ compensation related expenses primarily due to an increase in new claims
despite the safety initiatives implemented in
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•

•

•

2013, partially offset by a reduction in letter of credit fees used to support our workers’ compensation claims of $17.7 million, or 63.9%, driven by
more favorable terms under our new $450 million asset-based loan facility (“ABL Facility”).
The $78.4 million, or 15.3%, increase in purchased transportation was largely driven by an increase in expense related to YRC Freight’s new overthe-road purchased transportation option as permitted by our modified labor agreement that went into effect in February 2014. Additionally, we
incurred an increase in local purchased transportation to keep our network in cycle in response to higher volumes and workforce shortages
experienced earlier in the year. Finally, we experienced an additional $25.0 million, or 56.9%, increase in vehicle rent expense as our percentage of
leased units increased due to our current strategy of using operating leases for our new revenue equipment.
The $34.4 million, or 14.7%, increase in other operating expense was driven by a $23.0 million, or 74.3%, increase in our bodily injury and property
damage expense due to unfavorable development on our outstanding claims, partially offset by a reduction in letter of credit fees used to support our
bodily injury and property damage claims of $4.2 million, 67.2%, driven by more favorable terms under our ABL Facility. We also experienced an
additional $16.8 million, or 35.3%, increase in cargo claims expense due to an increase in the frequency and severity of our outstanding claims.
The $6.2 million, or 0.6%, decrease in operating expenses and supplies was driven by a $22.6 million, or 4.1%, decrease in fuel expenses driven by a
lower cost per gallon of fuel, partially offset by more miles driven at our Regional Transportation segment. This decrease was partially offset by a
$10.6 million, or 5.4%, increase in vehicle maintenance expenses to support our aging fleet.

Also offsetting the increase in operating expenses were gains on disposals of property, which were $11.9 million in 2014 compared to $2.2 million in 2013.
Nonoperating expenses decreased $28.6 million, or 18.1%, in 2014 compared to 2013. The decrease was primarily driven by the $11.2 million gain we
recorded on our extinguishment of debt in the first quarter of 2014, $16.3 million of which related to the acceleration of net premiums on our old debt,
partially offset by $5.1 million of additional expense related to the fair value of the incremental shares provided to those holders of our 10% Series B
Convertible Senior Secured Notes (“Series B Notes”) who exchanged their outstanding balances at a conversion price of $15.00 per share. We also
experienced a decrease in interest expense as a result of the 2014 Financing Transactions which reduced our outstanding debt and lowered the weighted
average interest rate on our debt.
Our effective tax rate for the years ended December 31, 2014 and 2013 was 19.2% and 35.4%, respectively. Significant items impacting the 2014 rate include
a state tax provision, a foreign tax provision, certain permanent items, a decrease in the reserve for uncertain tax positions and an increase in the valuation
allowance established for the net deferred tax asset balance at December 31, 2014. We recognize valuation allowances on deferred tax assets if, based on the
weight of the evidence, we believe that some or all of our deferred tax assets will not be realized. Changes in valuation allowances are included in our tax
provision or in equity if directly related to other comprehensive income (loss), unless affected by a specific intra-period allocation as happened in 2013 and
explained in the “Income Taxes” footnote to our consolidated financial statements, in the period of change. In determining whether a valuation allowance is
warranted, we evaluate factors such as prior years’ earnings history, expected future earnings, loss carry-back and carry-forward periods, reversals of existing
deferred tax liabilities and tax planning strategies that potentially enhance the likelihood of the realization of a deferred tax asset. Accordingly, as of
December 31, 2014 and 2013, we have a full valuation allowance against our net deferred tax assets, exclusive of a deferred tax liability related to a foreign
jurisdiction.
Since our debt recapitalization in July 2011, we have experienced significant changes in the ownership of our stock, as measured for Federal income tax
purposes. On July 25, 2013, we reached the threshold that would trigger a change defined by IRC Code Section 382. Another such ownership change
occurred in January 2014. These changes will likely substantially limit the use of tax Net Operating Loss carryovers (NOLs) generated through January 31,
2014 and prior to offset future taxable income. While Section 382 changes may adversely affect future cash flow, they have no impact on our current financial
statements. The deferred tax assets resulting from the existing NOLs for which a Section 382 change would limit financial statement recognition are already
fully offset by a valuation allowance.
On September 13, 2013, the U.S. Department of the Treasury and the IRS released final regulations providing guidance on the application of IRC Section
263(a) to amounts paid to acquire, produce, or improve tangible property, as well as rules for materials and supplies (“Tangible Property Regulations”). While
the final regulations are generally effective for taxable years beginning on or after January 1, 2014, taxpayers were permitted to early adopt provisions for
years beginning on or after January 1, 2012. The implementation of these regulations had no material impact on the Company’s financial statements.
2013 Compared to 2012
Our consolidated operating revenue increased $14.9 million in 2013 compared to 2012. The increase in revenue was largely attributable to the increase in
volumes at our Regional Transportation reporting segment.
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Operating expenses in 2013 increased $10.6 million or 0.2% compared to 2012. The increase in operating expenses was primarily driven by a $23.7 million
or 4.8% increase in purchased transportation and a $14.6 million or 0.5% increase in salaries, wages and benefits. These increases were partially offset by a
$13.7 million or 5.6% decrease in other operating expense and a $12.0 million or 1.1% decrease in operating expenses and supplies.
•
•
•
•

The $23.7 million or 4.8% increase in purchased transportation was primarily driven by increased purchased rail transportation costs.
The $14.6 million or 0.5% increase in salaries, wages and benefits was primarily driven by a $28.1 million increase in wages to support higher
shipping volumes primarily at our Regional Transportation reporting segment. This was partially offset by a $10.0 million decrease in Workers’
Compensation expense from our safety and settlement initiatives.
The $13.7 million or 5.6% decrease in other operating expense was driven by a $9.2 million decrease in bodily injury and property damage expense
due to our settlement initiatives and a $3.5 million decrease in cargo claims driven by favorable claim development compared to 2012.
The $12.0 million or 1.1% decrease in operating expenses and supplies was primarily driven by a $16.5 million decrease in fuel expenses, partially
offset by a $6.8 million increase in vehicle maintenance expenses to support our aging fleet.

Our consolidated operating income during 2013 included a $2.2 million net gain from the sale of property and equipment compared to a $9.7 million net gain
in 2012.
Nonoperating expenses decreased $17.7 million or 10.1% in 2013 compared to 2012. Nonoperating costs in 2012 include a $30.8 million impairment charge
for our equity investment in JHJ. The adjustment was required as the estimated fair value, using a discounted cash flow model, was less than our investment.
The impairment charge is reflective of market information obtained in the fourth quarter of 2012. This decrease was partially offset by a $13.1 million
increase in interest expense driven by additional make whole interest on our Series B Notes that converted to equity during 2013.
Our effective tax rate for the years ended December 31, 2013 and 2012 was 35.4% and 9.9%, respectively. Significant items impacting the 2013 rate include a
benefit recognized due to application of ASC 740 rules regarding intra-period tax allocation, a state tax provision, a foreign tax provision, certain permanent
items, a decrease in the reserve for uncertain tax positions and an increase in the valuation allowance established for the net deferred tax asset balance at
December 31, 2013. We recognize valuation allowances on deferred tax assets if, based on the weight of the evidence, we believe that some or all of our
deferred tax assets will not be realized. Changes in valuation allowances are included in our tax provision or in equity if directly related to other
comprehensive income (loss), unless affected by a specific intra-period allocation as happened in 2013 and explained in the “Income Taxes” footnote to our
consolidated financial statements, in the period of change. In determining whether a valuation allowance is warranted, we evaluate factors such as prior years’
earnings history, expected future earnings, loss carry-back and carry-forward periods, reversals of existing deferred liabilities and tax planning strategies that
potentially enhance the likelihood of the realization of a deferred tax asset. Accordingly, as of December 31, 2013 and 2012, we have a full valuation
allowance against of net deferred tax assets, exclusive of a deferred tax liability related to a foreign jurisdiction.
Since our debt recapitalization in July 2011, we have experienced significant changes in the ownership of our stock, as measured for Federal income tax
purposes. On July 25, 2013, we reached the threshold that would trigger a change defined by IRC Code Sec. 382. Subsequent to the balance sheet date,
another such ownership change occurred in January 2014. These changes will likely limit substantially the use of tax Net Operating Loss carryovers (NOLs)
generated in 2013 and prior to offset future taxable income. While Sec. 382 changes may adversely affect future cash flow, they have no impact on our
current financial statements. The deferred tax assets resulting from the existing NOLs for which a Sec. 382 changes would limit financial statement
recognition are already fully offset by a valuation allowance.

Reporting Segment Results of Operations
We evaluate our business using our two reporting segments:
•

•

YRC Freight is the reporting segment for our transportation service providers focused on business opportunities in national, regional and
international markets. YRC Freight provides for the movement of industrial, commercial and retail goods, primarily through centralized management
and customer facing organizations. This unit includes our subsidiary YRC Inc. and Reimer Express, a subsidiary located in Canada that specializes in
shipments into, across and out of Canada. In addition to the United States and Canada, YRC Freight also serves parts of Mexico, Puerto Rico and
Guam.
Regional Transportation is the reporting segment for our transportation service providers focused on business opportunities in the regional and
next-day delivery markets. The Regional Transportation companies each provide
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regional, next-day ground services in their respective regions through a network of facilities located across the United States, Canada, Mexico and
Puerto Rico.
YRC Freight Results
YRC Freight represented 64%, 64% and 66% of our consolidated revenue in 2014, 2013 and 2012, respectively. The table below provides summary financial
information for YRC Freight for the years ended December 31:
Percent Change
(in millions)

2014

Operating revenue

$

Operating income (loss)
Operating ratio(a)
(a)

2013

3,237.4

$

2012

3,136.8

$

2014 vs. 2013

3,206.9

0.5

(31.2)

(37.3)

100.0%

101.0%

101.2%

2013 vs. 2012

3.2%

(2.2)%

101.6%

16.4 %

1.0pp

0.2pp

pp represents the change in percentage points

2014 Compared to 2013
YRC Freight reported operating revenue of $3,237.4 million in 2014, an increase of $100.6 million or 3.2% compared to 2013. The table below summarizes
the key revenue metrics for the YRC Freight reporting segment for the years ended December 31:

2014

Workdays

2013

252.0

Total picked up revenue (in millions) (a)

$

3,219.6

Percent Change(b)

252.5
$

3,126.5

3.0%

Total tonnage (in thousands)

6,807

6,717

1.3%

Total tonnage per workday (in thousands)

27.01

26.60

1.5%

11,502

11,444

0.5%

45.64

45.32

0.7%

Total shipments (in thousands)
Total shipments per workday (in thousands)
Total revenue per hundred weight

$

23.65

$

23.27

1.6%

Total revenue per hundred weight (excluding fuel surcharge)

$

19.80

$

19.35

2.3%

Total revenue per shipment

$

280

$

273

2.5%

Total picked up revenue per shipment (excluding fuel surcharge)

$

234

$

227

3.2%

1,174

0.8%

Total weight per shipment (in pounds)

1,184

(in millions)
(a)Reconciliation

2014

Operating revenue

$

3,237.4

$

3,219.6

Change in revenue deferral and other

(b)

$

3,136.8

$

3,126.5

(17.8)

Total picked up revenue
(a)

2013

of operating revenue to total picked up revenue:
(10.3)

Does not equal financial statement revenue due to revenue recognition adjustments between accounting periods.
Percent change based on unrounded figures and not rounded figures presented.

Operating income for YRC Freight was $0.5 million in 2014 compared to operating loss of $31.2 million in 2013. The operating loss improvement was
driven by a $100.6 million increase in operating revenue, which was partially offset by a $68.9 million increase in operating costs.
The increase in revenue was largely driven by increases in yield and shipping volumes as noted in the table above. The increases in yield were driven by a
stronger overall pricing environment and successful contract negotiations with our customers. We believe the increase in volumes was driven, in large part, by
the improvement in the overall economic environment as well as increased shipper confidence due to the finalization of the 2014 Financing Transactions and
our modified labor agreement in early 2014.
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The operating cost increase was driven by a $47.1 million, or 2.6%, increase in salaries, wages and employees’ benefits, a $47.7 million, or 11.1%, increase in
purchased transportation, and a $14.5 million, or 10.0%, increase in other operating expenses. These increases were partially offset by $16.4 million, or 2.3%,
decrease in operating expenses and supplies.
•

The $47.1 million, or 2.6%, increase in salaries, wages and employees’ benefits was driven by a $37.0 million increase in employment costs
primarily driven by an increase in shipping volumes and a decrease in our operational productivities. The increase in salaries, wages and employees’
benefits is also driven by a $24.1 million, or 46.9%, increase in workers’ compensation related expenses primarily due to an increase in the number
of new claims, partially offset by a reduction in letter of credit fees used to support our workers’ compensation claims of $14.1 million driven by
more favorable terms under our ABL Agreement.

•

The $47.7 million, or 11.1%, increase in purchased transportation was largely driven by an increase in expense related to YRC Freight’s new overthe-road purchased transportation option as permitted by our modified labor agreement that went into effect in February 2014.

•

The $14.5 million, or 10.0%, increase in other operating expense was driven by a $12.4 million increase in cargo claims expense due to an increase
in the frequency and severity of our claims. We also experienced a $7.4 million, or 43.4%, increase in our bodily injury and property damage
expense due to unfavorable development on our outstanding claims, partially offset by a reduction in letter of credit fees used to support our bodily
injury and property damage claims of $3.4 million, or 70.3%, driven by more favorable terms under our ABL Agreement.

•

The $16.4 million, or 2.3%, decrease in operating expenses and supplies was driven by a $21.9 million decrease in fuel expenses driven by a slightly
lower cost per gallon of fuel as well as a higher percentage of our linehaul miles being provided by purchased transportation, thus lowering our fuel
usage. This decrease was partially offset by a $5.7 million increase in vehicle maintenance expenses to support our aging fleet.

Also offsetting the increase in operating expenses were gains on disposals of property, which were $15.9 million in 2014 compared to $3.0 million in 2013.
2013 Compared to 2012
YRC Freight reported operating revenue of $3,136.8 million in 2013, an decrease of $70.1 million or 2.2% compared to 2012. The table below summarizes
the key revenue metrics for the YRC Freight reporting segment for the years ended December 31:

2013

Workdays

2012

252.5

Total picked up revenue (in millions) (a)

$

3,186.5

(1.9)%

Total tonnage (in thousands)

6,717

6,815

(1.4)%

Total tonnage per workday (in thousands)

26.60

27.04

(1.6)%

11,444

11,791

(2.9)%

45.32

46.79

(3.1)%

Total shipments (in thousands)
Total shipments per workday (in thousands)

3,126.5

Percent Change(b)

252.0
$

Total revenue per hundred weight

$

23.27

$

23.38

(0.4)%

Total revenue per hundred weight (excluding fuel surcharge)

$

19.35

$

19.13

1.1 %

Total revenue per shipment

$

273

$

270

1.1 %

Total picked up revenue per shipment (excluding fuel surcharge)

$

227

$

221

2.7 %

1,156

1.6 %

Total weight per shipment (in pounds)

1,174

(in millions)
(a) Reconciliation

2013

Operating revenue

$

Change in revenue deferral and other

3,136.8

$

(10.3)
$

Total picked up revenue
(a)

2012

of operating revenue to total picked up revenue:

Does not equal financial statement revenue due to revenue recognition adjustments between accounting periods.
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3,126.5

3,206.9
(20.4)

$

3,186.5
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(b)

Percent change based on unrounded figures and not rounded figures presented.

Operating loss for YRC Freight was $31.2 million in 2013 compared to $37.3 million in 2012. The operating loss improvement was driven by a $76.2 million
decrease in operating costs, which was partially offset by a $70.1 million decrease in revenue.
The decrease in revenue was largely driven by decreases in shipping volumes as noted in the table above. We believe these decreases were a result of driver
shortages in the summer months and service declines due to challenges implementing our network optimization plan.
The operating cost decreases were driven by a $41.2 million or 5.5% decrease in operating expenses and supplies, a $33.3 million, or 1.8%, decrease in
salaries, wages and benefits, and a $16.6 million, or 10.3%, decrease in other operating expenses. These decreases were partially offset by higher purchased
transportation costs of $18.4 million, or 4.5%.
•

The $41.2 or 5.5% million decrease in operating expenses and supplies was driven by a $18.9 million decrease in fuel driven by a decrease in
shipping volumes and slightly lower fuel prices and a $17.5 million decrease in professional services.

•

The $33.3 million or 1.8% decrease in salaries, wages and employees’ benefits during 2013 is driven by a $14.1 million decrease in workers’
compensation expense primarily driven by safety initiatives and favorable development of prior year claims and $10.6 million in lower salaries and
wages due to lower shipping volumes partially offset by annual wage increases.

•

The $16.6 million or 10.3% reduction in other operating expense was driven by a $10.7 million decrease in our bodily injury and property damage
expense due to our system-wide employee safety initiatives and favorable development of prior year claims and a $3.9 million decrease in cargo
claims compared to 2012 due to improved claims frequency.

•

The $18.4 million increase in purchased transportation costs was driven by increased purchased rail transportation costs due to a higher percentage
of loaded rail miles in 2013.

Gains on disposals of property were $3.0 million in 2013 compared to $10.0 million in 2012.
Regional Transportation Results
Regional Transportation represented 36%, 36% and 34% of consolidated revenue in 2014, 2013 and 2012, respectively. The table below provides summary
financial information for Regional Transportation for the years ended December 31:
Percent Change
(in millions)

Operating revenue

2014

$

1,831.4

2013

$

1,728.6

2012

$

2013 vs. 2012

5.9 %

5.4%

(17.3)%

14.1%

-1.0pp

0.3pp

Operating income

66.1

79.9

70.0

Operating ratio(a)

96.4%

95.4%

95.7%

(a)

2014 vs. 2013

1,640.6

pp represents the change in percentage points

2014 Compared to 2013
Regional Transportation reported operating revenue of $1,831.4 million for 2014, representing an increase of $102.8 million, or 5.9%, from 2013. The table
below summarizes the key revenue metrics for the Regional Transportation reporting segment for the years ended December 31:
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2014

Workdays

2013

Percent Change(b)

252.0

Total picked up revenue (in millions)(a)

$

1,832.3

251.5
$

1,729.6

5.9%

Total tonnage (in thousands)

7,906

7,628

3.6%

Total tonnage per workday (in thousands)

31.37

30.33

3.4%

10,745

10,452

2.8%

Total shipments (in thousands)
Total shipments per workday (in thousands)

41.56

2.6%

Total revenue per hundred weight

$

42.64
11.59

$

11.34

2.2%

Total revenue per hundred weight (excluding fuel surcharge)

$

9.80

$

9.55

2.6%

Total revenue per shipment

$

171

$

165

3.0%

Total picked up revenue per shipment (excluding fuel surcharge)

$

144

$

139

3.4%

1,460

0.8%

Total weight per shipment (in pounds)

1,472

(in millions)
(a) Reconciliation

2014

2013

of operating revenue to total picked up revenue:

Operating revenue

$

1,831.4

$

1,832.3

Change in revenue deferral and other

$

1,728.6

$

1,729.6

0.9

Total picked up revenue

1.0

Does not equal financial statement revenue due to revenue recognition adjustments between accounting periods.
(b) Percent change based on unrounded figures and not rounded figures presented.
(a)

Operating income for Regional Transportation was $66.1 million for 2014, an decrease of $13.8 million from the same period in 2013, consisting of a $116.6
million increase in operating expenses, partially offset by a $102.8 million increase in revenue.
The increase in operating revenue was largely driven by increases in shipping volumes and yield as noted in the table above. We believe the increase in
shipping volumes was driven, in large part, by the improvement in the overall economic environment as well as increased shipper confidence due to the
finalization of the 2014 Financing Transactions and our modified labor agreement in early 2014. The increases in yield were driven by a stronger overall
pricing environment and successful contract negotiations with our customers.
The operating cost increase was driven by a $49.6 million, or 5.1%, increase in salaries, wages and employees’ benefits, a $30.6 million, or 37.0%, increase in
purchased transportation, a $19.4 million, or 22.0%, increase in other operating expenses and a $10.7 million, or 2.5%, increase in operating expenses and
supplies.
•

The $49.6 million, or 5.1%, increase in salaries, wages and employees’ benefits was driven by a $44.0 million increase in employment costs
primarily driven by an increase in shipping volumes and a decrease in our operational productivities. The increase in salaries, wages and employees’
benefits is also driven by a $8.8 million, or 22.5%, increase in workers’ compensation related expenses primarily due to an increase in new claims,
partially offset by a reduction in letter of credit fees used to support our workers’ compensation claims of $3.2 million, or 57.5%, driven by more
favorable terms under our ABL Agreement.

•

The $30.6 million, or 37.0%, increase in purchased transportation was driven by a $21.5 million, or 350.2%, increase in vehicle rent expense as our
percentage of leased units increased due to our current strategy of using operating leases for our new revenue equipment. We also experienced a $9.4
million, or 12.8%, increase in local purchased transportation to keep our network in cycle in response to higher volumes and workforce shortages.

•

The $19.4 million, or 22.0%, increase in other operating expense was driven by a $15.1 million, or 117.3%, increase in our bodily injury and
property damage expense due to unfavorable development on our outstanding claims, partially offset by a reduction in letter of credit fees used to
support our bodily injury and property damage claims of $0.8 million driven by more favorable terms under our ABL Agreement. We also
experienced a $4.4 million increase in cargo claims expense due to an increase in the frequency and severity of our outstanding claims.
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•

The $10.7 million, or 2.5%, increase in operating expenses and supplies was driven by a $4.9 million, or 6.2%, increase vehicle maintenance
expense to support our aging fleet. Regional Transportation only experienced a small decrease in fuel expense as the reduction in the cost per gallon
of fuel was almost entirely offset by an increase in miles driven.

Also contributing to the increase in operating expenses were losses on disposals of property, which were $4.1 million in 2014 compared to $0.6 million in
2013.
2013 Compared to 2012
Regional Transportation reported operating revenue of $1,728.6 million for 2013, representing an increase of $88.0 million, or 5.4%, from the same period in
2012. The table below summarizes the key revenue metrics for the Regional Transportation reporting segment for the years ended December 31:

2013

Workdays

2012

251.5

Total picked up revenue (in millions)(a)

$

1,729.6

Total tonnage (in thousands)

252.0
$

1,641.1

5.4 %

7,321

4.2 %

30.33

29.05

4.4 %

10,452

10,002

4.5 %

7,628

Total tonnage per workday (in thousands)
Total shipments (in thousands)
Total shipments per workday (in thousands)

Percent Change(b)

39.69

4.7 %

Total revenue per hundred weight

$

41.56
11.34

$

11.21

1.2 %

Total revenue per hundred weight (excluding fuel surcharge)

$

9.55

$

9.39

1.7 %

Total revenue per shipment

$

165

$

164

0.9 %

Total picked up revenue per shipment (excluding fuel surcharge)

$

139

$

137

1.5 %

1,464

(0.3)%

Total weight per shipment (in pounds)

1,460

(in millions)
(a) Reconciliation

2013

2012

of operating revenue to total picked up revenue:

Operating revenue

$

Change in revenue deferral and other

1,728.6

$

1.0
$

Total picked up revenue

1,729.6

1,640.6
0.5

$

1,641.1

Does not equal financial statement revenue due to revenue recognition adjustments between accounting periods.
(b) Percent change based on unrounded figures and not rounded figures presented.
(a)

Operating income for Regional Transportation was $79.9 million for 2013, an increase of $9.9 million from the same period in
2012, consisting of an $88.0 million increase in revenue, partially offset by a $78.1 million increase in operating expenses. The increase in revenue was
driven by increases in shipping volumes and yield as indicated in the table above. We believe these increases were driven by a moderate improvement in the
economic conditions in the areas where our regional carriers operate.
The increase in operating expenses was driven by a $47.7 million, or 5.1%, increase in salaries, wages and benefits and a $18.2 million, or 4.4%, increase in
operating expense and supplies.
•

Salaries, wages and employees’ benefits expense increased by $47.7 million, or 5.1%, primarily as a result of an increase in wages and associated
benefits compared to the prior year driven by an increase shipping volumes.

•

Operating expenses and supplies increased by $18.2 million, or 4.4%, due to a $6.7 million increase in vehicle maintenance driven by our aging fleet
and a $2.7 million increase in fuel expenses as a result of higher shipping volumes.

Net losses on property disposals were $0.6 million in 2013 compared to $0.7 million in 2012.

Certain Non-GAAP Financial Measures
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As discussed in the “Our Business” section, we use certain non-GAAP financial measures to assess performance. These measures should be considered in
addition to the results prepared in accordance with GAAP, but should not be considered a substitute for, or superior to, our GAAP financial measures.
Consolidated Adjusted EBITDA
The reconciliation of operating income to Adjusted EBITDA (as defined in the credit agreement for our $700 million term loan facility (“Term Loan”) as
“Consolidated EBITDA”) for the years ended December 31, 2014, 2013 and 2012 is as follows:
(in millions)

2014

2013

2012

Reconciliation of operating income to adjusted EBITDA:
Operating income

$

$

28.4

$

24.1

163.6

Gains on property disposals, net

(11.9)

(2.2)

(9.7)

Letter of credit expense

172.3

183.8
36.3

12.1

33.9

Restructuring professional fees

4.2

12.0

3.0

(Gains) losses on permitted dispositions and other

1.8

1.7

(4.0)

Equity based compensation expense

14.3

5.8

3.8

Amortization of ratification bonus

15.6

—

—

Other nonoperating,

net(a)

(0.7)

Adjusted EBITDA
(a)

45.5

Depreciation and amortization

$

244.5

3.0
$

2.2

254.9

$

239.5

As required under our Term Loan, other nonoperating, net shown above does not include the impact of earnings (loss) of our equity method investment as well as all non-cash foreign currency
gains or losses.

Consolidated Adjusted Free Cash Flow (Deficit)
The reconciliation of adjusted EBITDA to adjusted free cash flow (deficit) for the years ended December 31, 2014, 2013 and 2012 is as follows:

(in millions)

2014

Adjusted EBITDA

$

Total restructuring professional fees
Cash paid for interest
Cash paid for letter of credit fees
Working Capital cash flows excluding income tax, net
Net cash provided by (used in) operating activities before income taxes
Cash received for income taxes, net
Net cash provided by (used in) operating activities
Acquisition of property and equipment
Total restructuring professional fees

2013

244.5

$

$

239.5

(12.0)

(3.0)

(129.1)

(120.5)

(120.5)

(8.7)

(34.1)

(38.0)

(90.1)

(85.0)

(109.8)

12.4

3.3

(31.8)

16.1

8.8

5.9

28.5

12.1

(25.9)

(69.2)

(66.9)

(66.4)

(36.5) $

12.0
(42.8) $

Segment Adjusted EBITDA
The following represents adjusted EBITDA by segment for the years ended December 31, 2014, 2013 and 2012 is as follows:
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$

(4.2)

4.2

Adjusted Free Cash Flow (Deficit)

2012

254.9

3.0
(89.3)
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(in millions)

2014

2013

2012

Adjusted EBITDA by segment:
YRC Freight

$

99.8

Regional Transportation

$

105.2

144.4

Corporate and other
$

244.5

104.9

150.5

0.3

Adjusted EBITDA

$

140.2

(0.8)
$

254.9

(5.6)
$

239.5

The reconciliation of operating income (loss), by segment, to adjusted EBITDA for the years ended December 31, 2014, 2013 and 2012 is as follows:

YRC Freight segment (in millions)

2014

2013

2012

Reconciliation of operating loss to adjusted EBITDA:
Operating income (loss)

$

0.5

Depreciation and amortization

98.0

Gains on property disposals, net
Letter of credit expense

(31.2) $

(37.3)

109.1

119.8

(15.9)

(3.0)

(9.9)

8.3

25.8

29.6

Amortization of ratification bonus

10.0

—

—

Other nonoperating expenses, net(a)

(1.1)

4.5

2.7

Adjusted EBITDA
(a)

$

$

99.8

$

105.2

$

104.9

As required under our Term Loan, other nonoperating, net shown above removes the impact of non-cash foreign currency gains or losses.

Regional Transportation segment (in millions)

2014

2013

2012

Reconciliation of operating income to adjusted EBITDA:
Operating income

$

66.1

Depreciation and amortization

$

79.9

$

70.0

65.8

63.1

63.3

Losses on property disposals, net

4.0

0.6

0.7

Letter of credit expense

2.9

6.8

6.2

Amortization of ratification bonus

5.6

—

—

Other nonoperating expenses, net

—

0.1

—

Adjusted EBITDA

$

Corporate and other segment (in millions)

144.4

$

2014

150.5

$

2013

140.2

2012

Reconciliation of operating loss to adjusted EBITDA:
Operating loss

$

Depreciation and amortization

(20.3) $

(8.6)

(0.2)

0.1

0.7

(Gains) losses on property disposals, net

—

0.2

(0.5)

Letter of credit expense

0.9

1.3

0.5

Restructuring professional fees

4.2

12.0

3.0

(Gains) losses on permitted dispositions and other

1.8

1.7

(4.0)

Equity based compensation expense

14.3

5.8

3.8

Other nonoperating expenses, net(a)

0.4

(1.6)

(0.5)

(0.8) $

(5.6)

Adjusted EBITDA
(a)

(21.1) $

$

0.3

$

As required under our Term Loan, other nonoperating, net shown above removes the impact of earnings (loss) of our equity method investment as well as non-cash foreign currency gains or
losses.
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Financial Condition/Liquidity and Capital Resources
Our principal sources of liquidity are cash and cash equivalents, available borrowings under our ABL Facility and any prospective net cash flow from
operations. As of December 31, 2014, we had cash and cash equivalents and amounts able to be drawn on our ABL Facility totaling $198.2 million. The
amount which we are actually able to draw on our ABL Facility is limited by certain financial covenants in the ABL Facility.
Our principal uses of cash are to fund our operations, including making contributions to our single-employer pension plans and the multi-employer pension
funds, and to meet our other cash obligations, including but not limited to paying cash interest and principal on our funded debt, letter of credit fees under our
credit facilities and funding capital expenditures. For the year ended December 31, 2014, our cash flow from operating activities provided net cash of $28.5
million.
Our ABL Facility credit agreement, among other things, restricts certain capital expenditures and requires that the Company, in effect, maintain availability of
at least 10% of the lesser of the aggregate amount of commitments from all lenders or the borrowing base.
We have a considerable amount of indebtedness. As of December 31, 2014, we had $1,116.2 million in aggregate par value of outstanding indebtedness, the
majority of which matures in 2019. We also have considerable future funding obligations for our single-employer pension plans and various multi-employer
pension funds. We expect our funding obligations for 2015 for our single-employer pension plans and multi-employer pension funds will be $60.3 million and
$91.6 million, respectively. In addition, we have, and will continue to have, substantial operating lease obligations. As of December 31, 2014, our operating
lease obligations for 2015 are $63.6 million. As of December 31, 2014, our operating lease obligations through 2025 totaled $194.5 million and is expected to
increase as we lease additional revenue equipment. As of December 31, 2014, our Standard & Poor’s Corporate Family Rating was “CCC+” and Moody’s
Investor Service Corporate Family Rating was “B3”.
Our capital expenditures for the years ended December 31, 2014 and 2013 were $69.2 million and $66.9 million, respectively. These amounts were
principally used to fund replacement engines and trailer refurbishments for our revenue fleet, capitalized costs for our network facilities and technology
infrastructure. Additionally, for the years ended December 31, 2014 and 2013, we entered into new operating lease commitments for revenue equipment
totaling $65.0 million and 67.1 million, respectively, with such payments to be made over the average lease term of 5 years. Additionally, for the years ended
December 31, 2014 and 2013 the capital value of these equipment totals were $72.4 million and 70.2 million, respectively. In light of our operating results
over the past few years and our liquidity needs, we have deferred certain capital expenditures and may continue to do so in the future. As a result, the average
age of our fleet is increasing, which may affect our maintenance costs and operational efficiency unless we are able to obtain suitable lease financing to meet
our replacement equipment needs.
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Credit Facility Covenants
On February 13, 2014, we completed our 2014 Financing Transactions and refinanced the debt associated with our prior credit facilities. We entered into a
Term Loan credit agreement with new financial covenants that, among other things, restricts certain capital expenditures and requires us to maintain a
maximum total leverage ratio (defined as Consolidated Total Debt divided by Consolidated Adjusted EBITDA as defined below).
On September 25, 2014, the Company entered into an amendment to the Term Loan credit agreement (the “Credit Agreement Amendment”) which, among
other things, adjusted the maximum permitted total leverage ratio through December 31, 2016 and increased the applicable interest rate over the same period.
The Credit Agreement Amendment reset the total maximum leverage ratio covenants as follows:

Four Consecutive Fiscal Quarters Ending

Maximum Total
Leverage Ratio

Four Consecutive Fiscal Quarters Ending

Maximum Total
Leverage Ratio

September 30, 2014

5.25 to 1.00

September 30, 2016

3.75 to 1.00

December 31, 2014

5.25 to 1.00

December 31, 2016

3.50 to 1.00

March 31, 2015

5.00 to 1.00

March 31, 2017

3.25 to 1.00

June 30, 2015

4.75 to 1.00

June 30, 2017

3.25 to 1.00

September 30, 2015

4.50 to 1.00

September 30, 2017

3.25 to 1.00

December 31, 2015

4.25 to 1.00

December 31, 2017 and thereafter

3.00 to 1.00

March 31, 2016

4.00 to 1.00

June 30, 2016

3.75 to 1.00

Upon effectiveness of the Credit Agreement Amendment, each consenting lender received a fee equal to 0.25% of their outstanding exposure, resulting in
$1.7 million of fees paid in 2014. These fees have been included in ‘Other Assets’ on the consolidated balance sheet and will be amortized over the remaining
life of the Term Loan.
Consolidated Adjusted EBITDA, defined in our Credit Agreement Amendment as “Consolidated EBITDA,” is a measure that reflects our earnings before
interest, taxes, depreciation, and amortization expense, and is further adjusted for, among other things, letter of credit fees, equity-based compensation
expense, net gains or losses on property disposals and certain other items, including restructuring professional fees, expenses associated with certain lump
sum payments to our IBT employees and the results of permitted dispositions and discontinued operations. Consolidated Total Debt, as defined in our Credit
Agreement Amendment, is the principal amount of indebtedness outstanding. Our total leverage ratio for the year ended December 31, 2014 was 4.57 to 1.00.
We believe that our results of operations will provide sufficient liquidity to fund our operations and meet the covenants under our Term Loan for at least the
next twelve months.
Our ability to satisfy our liquidity needs and meet future stepped-up covenants beyond the next twelve months is primarily dependent on improving our
profitability. Improvements to our profitability primarily include continued successful implementation and realization of productivity and efficiency initiatives
including those identified in the modified labor agreement as well as pricing and safety improvements. Some of these are outside of our control.
In the event our operating results indicate we will not meet our maximum total leverage ratio, we will take action to improve our maximum total leverage
ratio which will include paying down our outstanding indebtedness with either cash on hand or with cash proceeds from equity issuances. The issuance of
equity is outside of our control and there can be no assurance that we will be able to issue additional equity at terms that are agreeable to us or that we would
have sufficient cash on hand to meet the maximum total leverage ratio.
In the event that we fail to comply with any Term Loan covenant or any ABL Facility covenant, we would be considered in default, which would enable
applicable lenders to accelerate the repayment of amounts outstanding, require the cash collateralization of letters of credit (in the case of the ABL Facility)
and exercise remedies with respect to collateral and we would need to seek an amendment or waiver from the applicable lender groups. In the event that our
lenders under our Term Loan or ABL Facility demand payment or cash collateralization (in the case of the ABL Facility), we will not have sufficient cash to
repay such indebtedness. In addition, a default under our Term Loan or ABL Facility or the applicable lenders exercising their remedies
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thereunder could trigger cross-default provisions in our other indebtedness and certain other operating agreements. Our ability to amend our Term Loan or our
ABL Facility or otherwise obtain waivers from the applicable lenders depends on matters that are outside of our control and there can be no assurance that we
will be successful in that regard.
Cash Flow
Operating Cash Flow
Operating cash flow was a source of cash of $28.5 million for the year ended December 31, 2014 compared to a source of cash of $12.1 million during the
year ended December 31, 2013. The favorable cash flow impact is largely related to a $15.9 million year-over-year decrease in net loss.
Operating cash flow was a source of cash of $12.1 million for the year ended December 31, 2013 compared to a use of cash of $25.9 million during the year
ended December 31, 2012. The favorable cash flow impact is largely related to a decrease in our workers’ compensation and bodily injury and property
damage liabilities.
Investing Cash Flow
Investing cash flows used $41.6 million of cash in 2014 compared to $23.5 million used in 2013. In 2014, we received a net $1.6 million in restricted escrow
refunds, compared to $31.8 million in 2013. Also, proceeds from the disposal of property and equipment increased in 2014 compared to 2013 due to
additional property sales in 2014. See a detailed discussion of 2014 and 2013 capital expenditures below in “Capital Expenditures” for further information.
Investing cash flows used $23.5 million of cash in 2013 compared to a source of cash of $19.8 million in 2012. In 2013, we received $31.8 million in
restricted escrow refunds, compared to $33.4 million in 2012. Also, proceeds from the disposal of property and equipment declined in 2013 compared to
2012. See a detailed discussion of 2013 and 2012 capital expenditures below in “Capital Expenditures” for further information.
Financing Cash Flow
Net cash provided by financing activities for 2014 was $7.9 million. The cash provided during 2014 was driven by the issuance of $693.0 million in longterm debt for the Term Loan and $250.0 million in equity issuance proceeds, offset by $892.7 million of repayments of our long-term debt. The repayments
primarily consisted of $298.1 million for our previous term loan (the “Prior Term Loan”), $324.9 million for our prior asset-based loan that was replaced by
our ABL Facility (“Prior ABL Facility”), $69.4 million for our 6% Convertible Senior Notes (“6% Notes”) and $183.5 million for our Series A Convertible
Senior Secured Notes (“Series A Notes”). We also had $29.1 million in debt issuance costs and $17.1 million in equity issuance costs related to our new debt
and equity issued in 2014.
Net cash used in financing activities for 2013 was $21.0 million. During 2013, we increased our net borrowings under our Prior ABL Facility by $0.3 million,
which was offset by a $9.2 million repayment of other long-term debt from asset sale proceeds and $12.1 million in debt issuance costs related to the
November 12, 2013 credit agreement amendments.
Net cash provided by financing activities for 2012 was $14.3 million. During 2012, we increased our net borrowings under our Prior ABL Facility by $45.0
million, which was offset by a $25.6 repayment of other long-term debt from asset sale proceeds and $5.1 million in debt issuance costs.
Capital Expenditures
Our capital expenditures focus primarily on the replacement of revenue equipment, land and structures purchases and investments in information technology.
Our business is capital intensive with significant investments in service center facilities and a fleet of tractors and trailers. We determine the amount and
timing of capital expenditures based on numerous factors, including fleet age, service center condition, viability of IT systems, anticipated liquidity levels,
economic conditions, new or expanded services, regulatory actions and availability of financing.
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The table below summarizes our actual net capital expenditures (proceeds) by type of investment for the years ended December 31:

(in millions)

2014

2013

2012

Acquisition of property and equipment
Revenue equipment

$

Land and structures

27.4

$

48.0

$

48.4

6.0

5.1

3.9

Technology

18.3

10.3

12.2

Other

17.5

3.5

1.9

69.2

66.9

66.4

Revenue equipment

(2.0)

(4.1)

(2.6)

Land and structures

(18.0)

(5.7)

(47.8)

(0.8)

—

Total capital expenditures
Proceeds from disposal of property and equipment

Other
Total proceeds

(20.8)

Total net capital expenditures

$

48.4

—

(9.8)
$

57.1

(50.4)
$

16.0

Our capital expenditures for revenue equipment were primarily for replacement engines and trailer refurbishments for our revenue fleet. We procured
substantially all of our new revenue equipment using operating leases in 2014 and plan to continue this practice in 2015. Additionally, the increase in other
capital expenditures in 2014 consists primarily of new dimensioners, which are used to measure shipment size at our distribution centers.
Our expectation regarding our ability to fund capital expenditures using operating leases is only our forecast regarding this matter. This forecast may be
substantially different from actual results. In addition to the factors previously described in “Financial Condition/Liquidity and Capital Resources”, the
introduction to “Part I” and the risk factors listed in “Item 1A” of this report, the following factors could affect levels of capital expenditures: the accuracy of
our estimates regarding our spending requirements, changes in our strategic direction, the need to spend additional capital on cost reduction opportunities, the
need to replace any unanticipated losses in capital assets and our ability to dispose of excess real estate at our anticipated sales price. In addition, our credit
facilities contain provisions that restrict our level of capital expenditures.
Contractual Obligations and Other Commercial Commitments
The following sections provide aggregated information regarding our contractual obligations and commercial commitments as of December 31, 2014.
Non-Union Pension Obligations
We provide defined benefit pension plans for certain employees not covered by collective bargaining agreements. The Yellow Transportation and Roadway
qualified plans cover approximately 12,000 employees including those currently receiving benefits and those who have left the company with deferred
benefits. On January 1, 2004, the existing qualified benefit plans were closed to new participants. On July 1, 2008, the benefit accrual for participants was
frozen.
We have also adopted the required legislative updates provided by the Highway and Transportation Funding Act (“HATFA”) which was signed into law on
August 8, 2014. This legislation extends the use of longer-term, stabilized interest rate assumptions for measuring pension obligations and minimum funding
requirements. We expect to make the plan contributions as required by HATFA and other regulations.
During 2014, our pension expense was $24.1 million and our cash contributions were $62.3 million. Using our current plan assumptions, which include an
assumed 7.0% return on assets and a discount rate of 4.33%, we expect to record expense of $16.4 million for the year ended December 31, 2015. We expect
our cash contributions for our non-union sponsored pension plans for the next five years to be as follows:
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(in millions)

Expected Cash Contributions

2015

$

60.3

2016

55.9

2017

71.6

2018

52.3

2019

41.8

Our investment strategy for our pension assets and our related pension contribution funding obligation includes an active interest rate hedging program
designed to mitigate the impact of changes in interest rates on each plan’s funded position. If the pension discount rate falls, our investment strategy is
designed to significantly mitigate such interest rate risk to each pension plan’s funded status and our contribution funding obligation. Conversely, if the
pension discount rate rises, some portion of the beneficial impact of a rising discount rate on the pension liability will be forgone. The investment program is
dynamic and the hedging program is designed to adapt to market conditions.
If future actual asset returns fall short of the 7.0% assumption by 1.0% per year, total cash contributions would be $13.1 million higher over the next five
years. If future actual asset returns exceed the 7.0% assumption by 1.0% per year, total cash contributions would be $13.3 million lower over the next five
years.
If future interest rates decrease 100 basis points from January 1, 2015 levels, total cash contributions would be $44.0 million lower over the next five years.
This reflects our liability hedging strategy and the impact of HAFTA legislation. The liability hedging strategy results in additional asset returns from
decreases in interest rates. However, HATFA limits the increase in liabilities from lower interest rates such that the net effect is lower contributions. If interest
rates increase 100 basis points from January 1, 2015 levels, total cash contributions would be $39.2 million higher over the next five years.

Contractual Cash Obligations
The following table reflects our cash outflows that we are contractually obligated to make as of December 31, 2014:
Payments Due by Period
(in millions)

Less than 1 year

1-3 years

3-5 years

After 5 years

Total

Balance sheet obligations:(a)
ABL borrowings, including interest

$

0.3

$

0.6

$

0.3

$

—

$

1.2

Long-term debt including interest

83.1

128.5

734.7

—

946.3

Lease financing obligations

41.0

81.9

61.3

35.3

219.5

8.8

17.6

137.8

—

164.2

115.0

129.6

60.4

109.1

414.1

63.6

78.9

34.3

17.7

194.5

9.0

18.0

10.1

—

37.1

Pension deferral obligations including interest
Workers’ compensation, property damage and liability
claims obligations (c)

(b)

Off balance sheet obligations:
Operating leases
Letter of credit fees
Capital expenditures
Total contractual obligations
(a)
(b)
(c)

8.3
$

329.1

—
$

455.1

—
$

1,038.9

—
$

162.1

8.3
$

1,985.2

Total liabilities for uncertain tax positions as of December 31, 2014 were $11.6 million and are classified on the Company’s consolidated balance sheet within “Claims and Other
Liabilities” and are excluded from the table above.
The lease financing obligation payments represent interest payments of $158.8 million and principal payments of $60.7 million. The remaining principle obligation is offset by the
estimated book value of leased property at the expiration date of each lease agreement.
The workers’ compensation, property damage and liability claims obligations represent our estimate of future payments for these obligations, not all of which are contractually required.

During 2014, we entered into new operating lease commitments for revenue equipment of $65.0 million, with such lease payments to be made over the
average lease term of 5 years. The capital value of this equipment totals $72.4 million.
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Other Commercial Commitments
The following table reflects other commercial commitments or potential cash outflows that may result from a contingent event, such as a need to borrow
short-term funds due to insufficient cash flow.
Amount of Commitment Expiration Per Period
(in millions)

Less than 1 year

1-3 years

3-5 years

After 5 years

Total

Unused line of credit
ABL Facility(a)

$

Letters of credit
Surety bonds
Total commercial commitments
(a)
(b)

$

—

$

—

$

71.2

(b)

$

—

$

71.2

—

—

374.3

—

374.3

117.2

—

0.1

—

117.3

117.2

$

—

$

445.6

$

—

$

562.8

At December 31, 2014, we held $89.1 million in restricted escrow, which represents cash collateral for our outstanding letters of credit on our ABL Facility.
The unused line of credit that may actually be drawn is limited by certain financial covenants in the ABL Facility. As of December 31, 2014, the amount that actually may be drawn on
the ABL Facility is $27.1 million.
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Critical Accounting Policies
Preparation of our financial statements requires accounting policies that involve significant estimates and judgments regarding the amounts included in the
financial statements and disclosed in the accompanying notes to the financial statements. We continually review the appropriateness of our accounting
policies and the accuracy of our estimates including discussion with the Audit/Ethics Committee of our Board of Directors who make recommendations to
management regarding these policies. Even with a thorough process, estimates must be adjusted based on changing circumstances and new information.
Management has identified the policies described below as requiring significant judgment and having a potential material impact to our financial statements.
Revenue Reserves
We consider our policies regarding revenue-related reserves as critical based on their significance in evaluating our financial performance by management and
investors. We have an extensive system that allows us to accurately capture, record and control all relevant information necessary to effectively manage our
revenue reserves.
In addition, YRC Freight and Regional Transportation recognize revenue on a gross basis because they are the primary obligors even when other
transportation service providers are used who act on their behalf. YRC Freight and Regional Transportation remain responsible to their customers for
complete and proper shipment, including the risk of physical loss or damage of the goods and cargo claims issues. Management believes these policies most
accurately reflect revenue as earned. Our revenue-related reserves involve three primary estimates: shipments in transit, rerate reserves and uncollectible
accounts.
Shipments in Transit
We assign pricing to bills of lading at the time of shipment based primarily on the weight, general classification of the product, the shipping destination and
individual customer discounts. This process is referred to as rating. For shipments in transit, YRC Freight and Regional Transportation record revenue based
on the percentage of service completed as of the period end and accrue delivery costs as incurred. The percentage of service completed for each shipment is
based on how far along in the shipment cycle each shipment is in relation to standard transit days. Standard transit days are defined as our published service
days between origin zip code and destination zip code. Based on historical cost and engineering studies, certain percentages of revenue are determined to be
earned during each stage of the shipment cycle, such as initial pick up, long distance transportation, intermediate transfer and customer delivery. Using
standard transit times, we analyze each shipment in transit at a particular period end to determine what stage the shipment is in. We apply that stage’s
percentage of revenue earned factor to the rated revenue for that shipment to determine the revenue dollars earned by that shipment in the current period. The
total revenue earned is accumulated for all shipments in transit at a particular period end and recorded as operating revenue. Management believes this
provides a reasonable estimation of the portion of in transit revenue actually earned. At December 31, 2014 and 2013, our financial statements included
deferred revenue as a reduction to “Accounts Receivable” of $27.1 million and $26.6 million, respectively.
Rerate Reserves
At various points throughout our customer invoicing process, incorrect ratings (i.e. prices) could be identified based on many factors, including weight
verifications or updated customer discounts. Although the majority of rerating occurs in the same month as the original rating, a portion occurs during the
following periods. We accrue a reserve for rerating primarily based on historical trends. At December 31, 2014 and 2013, our financial statements included a
rerate reserve as a reduction to “Accounts Receivable” of $12.2 million and $9.6 million, respectively.
Uncollectible Accounts
We record an allowance for doubtful accounts primarily based on historical uncollectible amounts. We also take into account known factors surrounding
specific customers and overall collection trends. Our process involves performing ongoing credit evaluations of customers, including the market in which
they operate and the overall economic conditions. We continually review historical trends and make adjustments to the allowance for doubtful accounts as
appropriate. Our allowance for doubtful accounts totaled $10.0 million and $9.3 million as of December 31, 2014 and 2013, respectively.
Claims and Self-Insurance
We are self-insured up to certain limits for workers’ compensation, cargo loss and damage, property damage and liability claims. We measure the liabilities
associated with workers’ compensation and property damage and liability claims primarily through actuarial methods performed by an independent third
party. Actuarial methods include estimates for the undiscounted liability for
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claims reported, for claims incurred but not reported and for certain future administrative costs. These estimates are based on historical loss experience and
judgments about the present and expected levels of costs per claim and the time required to settle claims. The effect of future inflation for costs is considered
in the actuarial analysis. Actual claims may vary from these estimates due to a number of factors, including but not limited to, accident frequency and
severity, claims management, changes in healthcare costs and overall economic conditions. We discount the actuarial calculations of claims liabilities for each
calendar year to present value based on the average U.S. Treasury rate, during the calendar year of occurrence, for maturities that match the initial expected
payout of the liabilities. As of December 31, 2014 and 2013, we had $406.6 million and $400.4 million accrued for claims and insurance, respectively.
Pension
Effective July 1, 2008, we froze our qualified and nonqualified defined benefit pension plans for all participating employees not covered by collective
bargaining agreements. Given the frozen status of the plans, the key estimates in determining pension cost are return on plan assets and discount rate, each of
which are discussed below.
Return on Plan Assets
The assumption for expected return on plan assets represents a long-term assumption of our portfolio performance that can impact our pension expense. With
$899.3 million of plan assets for the YRC Worldwide funded pension plans, a 100-basis-point decrease in the assumption for expected rate of return on assets
would increase annual pension expense by approximately $8.5 million and would have no effect on the underfunded pension liability reflected on the balance
sheet at December 31, 2014.
We believe our 2015 expected rate of return of 7.00% is appropriate based on our investment portfolio as well as a review of other objective indices. Although
plan investments are subject to short-term market volatility, we believe they are well diversified and closely managed. Our asset allocation as of December
31, 2014 consisted of 37.0% equities, 35.0% in debt securities, and 28.0% in absolute return investments and as of December 31, 2013 consisted of 35.0%
equities, 34.0% in debt securities, 31.0% in absolute return investments. The 2014 allocation is consistent with the current long-term target asset allocation for
the plans which is 37.0% for equities, 33.0% for debt securities and 30.0% for absolute return investments. We will continue to review our expected long-term
rate of return on an annual basis and revise appropriately.
Discount Rate
The discount rate refers to the interest rate used to discount the estimated future benefit payments to their present value, also referred to as the benefit
obligation. The discount rate allows us to estimate what it would cost to settle the pension obligations as of the measurement date, December 31, and impacts
the following year’s pension cost. We determine the discount rate by selecting a portfolio of high quality non-callable bonds with interest payments and
maturities generally consistent with our expected benefit payments.
Changes in the discount rate can significantly impact our net pension liability. However, the liability hedging strategy mitigates this impact with additional
asset returns. A 100-basis-point decrease in our discount rate would increase our underfunded pension liability by approximately $132.0 million. That same
change would decrease our annual pension expense by approximately $6.0 million, driven by the return on assets. The discount rate can fluctuate
considerably over periods depending on overall economic conditions that impact long-term corporate bond yields. At December 31, 2014 and 2013, we used a
discount rate to determine benefit obligations of 4.33% and 5.23%, respectively.
Gains and Losses
Gains and losses occur due to changes in the amount of either the projected benefit obligation or plan assets from experience different than assumed and from
changes in assumptions. We recognize an amortization of the net gain or loss as a component of net pension cost for a year if, as of the beginning of the year,
that net gain or loss exceeds ten percent of the greater of the benefit obligation or the market-related value of plan assets. If an amortization is required, it
equals the amount of net gain or loss that exceeds the ten percent corridor, amortized over the average remaining life expectancy of plan participants.
As of December 31, 2014, the pension plans have net losses of $502.7 million and a projected benefit obligation of $1,353.6 million. The average remaining
life expectancy of plan participants is approximately 25 years. For 2015, we expect to amortize approximately $16.4 million of the net loss. The comparable
amortization amounts for 2014 and 2013 were $12.8 million and $14.8 million, respectively.
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Multi-Employer Pension Plans
YRC Freight, New Penn, Holland and Reddaway contribute to 32 separate multi-employer pension plans for employees that our collective bargaining
agreements cover (approximately 78% of total YRC Worldwide employees). The pension plans provide defined benefits to retired participants.
We do not directly manage multi-employer plans. Trustees, half of whom the respective union appoints and half of whom various contributing employers
appoint, manage the trusts covering these plans.
Our collective bargaining agreements with the unions determine the amount of our contributions to these plans. We recognize as net pension expense the
contractually required contribution for the respective period and recognize as a liability any contributions due and unpaid.
In 2006, the Pension Protection Act became law and modified both the Internal Revenue Code (as amended, the “Code”) as it applies to multi-employer
pension plans and the Employment Retirement Income Security Act of 1974 (as amended, “ERISA”). The Code and ERISA (in each case, as so modified)
and related regulations establish minimum funding requirements for multi-employer pension plans. The funding status of these plans is determined by many
factors, including the following factors:
•
•
•
•
•
•
•
•
•

the number of participating active and retired employees
the number of contributing employers
the amount of each employer’s contractual contribution requirements
the investment returns of the plans
plan administrative costs
the number of employees and retirees participating in the plan who no longer have a contributing employer
the discount rate used to determine the funding status
the actuarial attributes of plan participants (such as age, estimated life and number of years until retirement)
the benefits defined by the plan

If any of our multi-employer pension plans fail to:
•
•
•
•

meet minimum funding requirements
meet a required funding improvement or rehabilitation plan that the Pension Protection Act may require for certain of our underfunded plans
obtain from the IRS certain changes to or a waiver of the requirements in how the applicable plan calculates its funding levels or
reduce pension benefits to a level where the requirements are met,

we could be required to make additional contributions to our multi-employer pension plans.
If any of our multi-employer pension plans enters critical status and our contributions are not sufficient to satisfy any rehabilitation plan schedule, the Pension
Protection Act could require us to make additional contributions to the multi-employer pension plan from five to ten percent of the contributions that our
collective bargaining agreements requires until the agreement expires.
If we fail to make our required contributions to a multi-employer plan under a funding improvement or rehabilitation plan, it would expose us to penalties
including potential withdrawal liability. If the benchmarks that an applicable funding improvement or rehabilitation plan provides are not met by the end of a
prescribed period, the IRS could impose an excise tax on us and the plan’s other contributing employers. These excise taxes are not contributed to the
deficient funds, but rather are deposited in the United States general treasury funds. The Company does not believe that the temporary cessation of certain of
its contributions to applicable multi-employer pension funds from the third quarter of 2009 through May 2011 will give rise to these excise taxes as we
believe these contributions were not required for that period.
Depending on the amount involved, a requirement to increase contributions beyond our contractually agreed rate or the imposition of an excise tax on us
could have a material adverse impact on our business, financial condition, liquidity, and results of operations.
Funded Status of the Multi-Employer Pension Plans and Contingent Withdrawal Liabilities
The plan administrators and trustees of multi-employer pension plans do not routinely provide us with current information regarding the funded status of the
plans. Much of our information regarding the funded status has been (i) obtained from public filings using
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publicly available plan asset values, which are often dated, and (ii) based on the limited information available from plan administrators or trustees, which has
not been independently validated.
The Pension Protection Act provides that certain plans with a funded percentage of less than 65%, or that fail other tests, will be deemed to be in critical
status. Plans in critical status must create a rehabilitation plan to exit critical status within periods that the Pension Protection Act prescribes. We believe that
based on information obtained from public filings and from plan administrators and trustees, many of the multi-employer pension plans in which we
participate, including The Central States Southeast and Southwest Areas Pension Plan, Road Carriers Local 707 Pension Fund and Teamsters Local 641
Pension Fund, are in critical status. If the funding of the multi-employer pension plans does not reach certain goals (including those required not to enter
endangered or critical status or those required by a plan’s funding improvement or rehabilitation plan), our pension expenses could further increase.
We believe that based on information obtained from public filings and from plan administrators and trustees, our portion of the contingent liability in the case
of a full withdrawal or termination from all of the multi-employer pension plans would be an estimated $10 billion on a pre-tax basis. Our applicable
subsidiaries have no current intention of taking any action that would subject us to payment of material withdrawal obligations.
Property and Equipment and Definite Life Intangibles
Impairment Testing
We review property and equipment and definite life intangibles for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. We evaluate recoverability of assets to be held and used by comparing the carrying amount of an asset to future
undiscounted net cash flows expected to be generated by the asset. If such assets are considered to be impaired, the impairment to be recognized is measured
by the amount by which the carrying amount of the assets exceeds the fair value of the assets. Assets to be disposed of are reported at the lower of the
carrying amount or fair value less costs to sell.
We believe that the accounting estimate related to asset impairment is a critical accounting estimate because: (1) it requires management to make assumptions
about future revenues and expenses over the life of the asset, and (2) the impact that recognizing an impairment would have on our financial position, as well
as our results of operations, could be material. Management’s assumptions about future revenues and expenses require significant judgment because actual
revenues and expenses have fluctuated in the past and may continue to do so. In estimating future revenues and expenses, we use our internal business
forecasts and recent performance. We develop our forecasts based on recent revenue and expense data for existing services and other industry and economic
factors. To the extent that the Company is unable to achieve its forecast, it may incur significant impairment losses on property and equipment or intangible
assets.
Depreciable Lives of Assets
We review the appropriateness of depreciable lives for each category of property and equipment. These studies utilize models, which take into account actual
usage, physical wear and tear, and replacement history to calculate remaining life of our asset base. For revenue equipment, we consider the optimal life cycle
usage of each type of equipment, including the ability to utilize the equipment in different parts of the fleet or at different operating units in the organization.
Capital, engine replacement, refurbishment and maintenance costs are considered in determining total cost of ownership and related useful lives for purposes
of depreciation recognition. We also make assumptions regarding future conditions in determining potential salvage values. These assumptions impact the
amount of depreciation expense recognized in the period and any gain or loss once the asset is disposed.
Tires
The cost of replacement tires are expensed at the time those tires are placed into service, as is the case with other repairs and maintenance costs. The cost of
tires on newly-acquired revenue equipment is capitalized and depreciated over the estimated useful life of the related equipment.
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Indefinite Life Intangibles
Intangible assets with indefinite lives, which consist of certain acquired tradenames, are not subject to amortization, but are subjected to an impairment test at
least annually and as triggering events may occur. The impairment test for tradenames consists of a comparison of the fair value of the tradename with its
carrying amount. An impairment loss is recognized for the amount by which the carrying amount exceeds the fair value of the asset. In making this
assessment, we utilized the relief from royalty method, an income approach (a level 3 fair value measurement), which includes assumptions as to future
revenue, applicable royalty rate and cost of capital, among others.
We believe that the accounting estimate related to indefinite life intangibles is a critical accounting estimate because (1) it requires our management to make
assumptions about fair values, and (2) the impact of recognizing an impairment could be material to our financial position, as well as our results of operations.
Management’s assumptions about fair values require considerable judgment because changes in broad economic factors and industry factors can result in
variable and volatile fair values. Assumptions with respect to rates used to discount cash flows, a key input, are dependent upon interest rates and the cost of
capital at a point in time.
Accounting for Income Taxes
We use the asset and liability method to reflect income taxes on our financial statements. We recognize deferred tax assets and liabilities by applying enacted
tax rates to the differences between the carrying value of existing assets and liabilities and their respective tax basis and to loss carryforwards. Tax credit
carryforwards are recorded as deferred tax assets. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period
that the change occurs. We assess the validity of deferred tax assets and loss and tax credit carryforwards and provide valuation allowances when we
determine, based on the weight of evidence, it is more likely than not that such assets, losses, or credits will not be realized. Changes in valuation allowances
are included in our tax provision or in equity if directly related to other comprehensive income (loss), unless affected by a specific intra-period allocation as
happened in 2013 and described below. In determining whether a valuation allowance is warranted, we evaluate factors such as prior years’ earnings, loss
carry-back and carry-forward periods, reversals of existing deferred tax liabilities and tax planning strategies that potentially enhance the likelihood of the
realization of a deferred tax asset. We have not recognized deferred taxes relative to foreign subsidiaries’ earnings that are deemed to be permanently
reinvested. Any related taxes associated with such earnings are not material.
YRC Worldwide Inc. applies the intraperiod tax allocation rules of ASC 740 to allocate income taxes among continuing operations, discontinued operations,
extraordinary items, other comprehensive income (loss), and additional paid-in capital when it meets the criteria as prescribed in the rule.
While the tax effect of net income (loss) before income taxes generally should be computed without regard to the tax effects of net income (loss) before
income taxes from the other categories referenced in the preceding paragraph, an exception applies when there is a loss before income taxes and income from
those other categories. In that situation, the appropriate tax provision is allocated to the other categories of earnings and a related tax benefit is recorded in net
income (loss). This exception to the general rule applies even when a valuation allowance is in place at the beginning and end of the year. While intraperiod
tax allocation does not change the overall tax provision, it may result in a gross-up of the individual components, thereby changing the amount of tax
provision included in each category. In 2013, the Company met the criteria necessary to apply the exception within the intraperiod tax allocation rules, since it
incurred a net loss before income taxes and income was recognized in other comprehensive income (loss). As a result, the Company recorded a tax benefit of
$41.7 million in income tax benefit (as reported on the Consolidated Statement of Operations) and an offsetting tax expense of $41.7 million in total other
comprehensive income (loss) for the year ended December 31, 2013. The total income tax benefit did not change, and continues to be impacted by the full
valuation allowance on our U.S. deferred tax assets.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk
We have exposure to a variety of market risks, including the effects of interest rates, foreign exchange rates and fuel prices.

Interest Rates
To provide adequate funding through seasonal business cycles and minimize overall borrowing costs, we utilize both fixed rate and variable rate financial
instruments with varying maturities. At December 31, 2014, we had approximately 38% of our outstanding debt at fixed rates. A significant portion of the
remaining variable rate debt operates at a 3-month LIBOR floor of 1.0% plus a fixed margin of 7.25%. If interest rates for our variable rate long-term debt
had increased 100 basis points during the year, our interest expense would have increased, and income before taxes would have decreased by $1.8 million and
$1.5 million for the years ended December 31, 2014 and 2013, respectively.
The table below provides information regarding the interest rates on our fixed-rate debt as of December 31, 2014.
(in millions)
Fixed-rate debt

2015
$

Interest rate

23.9 $
10.0 - 18.2%

2016
8.1 $
10.0 - 18.2%

2017
9.6 $
10.0 - 18.2%

2018
11.3 $
5.0 - 18.2%

2019
126.6 $
3.3 - 18.3%

Thereafter
243.1 $

Total
422.6

10.0 - 16.8%

Foreign Exchange Rates
Revenue, operating expenses, assets and liabilities of our Canadian and Mexican subsidiaries and our Chinese joint venture are denominated in local
currencies, thereby creating exposure to fluctuations in exchange rates. The risks related to foreign currency exchange rates are not significant to our
consolidated financial position or results of operations.

Fuel Prices
YRC Freight and Regional Transportation currently have effective fuel surcharge programs in place. These programs are well established within the industry
and customer acceptance of fuel surcharges remains high. Since the amount of fuel surcharge is based on average, national diesel fuel prices and is reset
weekly, our exposure to fuel price volatility is significantly reduced. In general, under our present fuel surcharge program, we believe rising fuel prices are
beneficial to us, and falling fuel prices are detrimental to us, in the short term, the effects of which are mitigated over time.
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Item 8. Financial Statements and Supplementary Data
CONSOLIDATED BALANCE SHEETS
YRC Worldwide Inc. and Subsidiaries
December 31,
2014

(Dollars in millions except share and per share data)

December 31,
2013

Assets
Current Assets:
Cash and cash equivalents

$

Restricted amounts held in escrow

171.1

$

176.3

28.9

90.1

470.5

460.9

Fuel and operating supplies

14.2

17.0

Prepaid expenses and other

67.0

53.6

Total current assets

751.7

797.9

2,819.6

2,844.2

(1,825.4)

(1,754.4)

Accounts receivable, less allowances of $10.0 and $9.3

Property and Equipment:
Cost
Less – accumulated depreciation
Net property and equipment

994.2

1,089.8

Intangibles, net

60.3

79.8

Restricted amounts held in escrow

60.2

0.6

Deferred income taxes, net

21.4

18.3

Other assets

97.2

78.5

Total Assets

$

1,985.0

$

2,064.9

$

172.2

$

176.7

Liabilities and Shareholders’ Deficit
Current Liabilities:
Accounts payable
Wages, vacations and employees’ benefits

176.6

Deferred income taxes, net

191.2

21.4

18.6

129.3

121.0

Other current and accrued liabilities

72.9

68.5

Current maturities of long-term debt

31.1

8.6

603.5

584.6

1,078.8

1,354.8

Claims and insurance accruals

Total current liabilities
Other Liabilities:
Long-term debt, less current portion
Deferred income taxes, net

1.5

1.8

Pension and postretirement

460.3

384.8

Claims and other liabilities

315.2

336.3

—

—

Shareholders’ Deficit:
Cumulative preferred stock, $1 par value per share - authorized 5,000,000 shares:
Series A Preferred stock, shares issued 1, liquidation preference $1
Common stock, $0.01 par value per share - authorized 95,000,000 and 33,333,333 shares, issued
30,667,000 and 10,173,000 shares

0.3

0.1

2,290.9

1,964.4

(2,240.0)

(2,154.2)

(432.8)

(315.0)

Treasury stock, at cost (410 shares)

(92.7)

(92.7)

Total shareholders’ deficit

(474.3)

(597.4)

Capital surplus
Accumulated deficit
Accumulated other comprehensive loss

Total Liabilities and Shareholders’ Deficit

$

The accompanying notes are an integral part of these statements.
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STATEMENTS OF CONSOLIDATED OPERATIONS
YRC Worldwide Inc. and Subsidiaries
For the Years Ended December 31

(Dollars in millions except per share data, shares in thousands)

2014

Operating Revenue

$

2013

5,068.8

$

2012

4,865.4

$

4,850.5

Operating Expenses:
Salaries, wages and employees’ benefits

2,901.2

2,803.1

2,786.5

Operating expenses and supplies

1,110.7

1,116.9

1,128.9

Purchased transportation

590.9

512.5

488.8

Depreciation and amortization

163.6

172.3

183.8

Other operating expenses

268.8

234.4

248.1

Gains on property disposals, net

(11.9)

(2.2)

(9.7)

Total operating expenses

5,023.3

4,837.0

4,826.4

Operating Income

45.5

28.4

24.1

150.0

163.9

150.8

—

—

30.8

—

—

Nonoperating Expenses:
Interest expense
Equity investment impairment
Gain on extinguishment of debt

(11.2)

Other, net

(9.5)

Nonoperating expenses, net
Net Loss Before Income Taxes

(6.0)

(6.0)

129.3

157.9

175.6

(83.8)

(129.5)

(151.5)

Income tax benefit

(16.1)

(45.9)

(15.0)

Net Loss

(67.7)

(83.6)

(136.5)

Less: Net Income Attributable to Noncontrolling Interest

—

Net Loss Attributable to YRC Worldwide Inc.

—

(67.7)

Amortization of beneficial conversion feature on preferred stock

(83.6)

(18.1)

Net Loss Attributable to Common Shareholders

$

Average Common Shares Outstanding – Basic and Diluted

(85.8)

$

(3.00)

The accompanying notes are an integral part of these statements.
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(140.4)

—
$

28,592

Basic and Diluted Loss Per Common Share:

3.9

(83.6)

—
$

9,332
$

(8.96)

(140.4)
7,311

$

(19.20)
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STATEMENTS OF CONSOLIDATED COMPREHENSIVE LOSS
YRC Worldwide Inc. and Subsidiaries
For the Years Ended December 31

(in millions)

2014

Net loss

$

2013

(67.7) $

2012

(83.6) $

(136.5)

Other comprehensive income (loss), net of tax:
Pension:
Net actuarial gains (losses) and other adjustments
Less amortization of prior losses
Changes in foreign currency translation adjustments

(126.4)

70.2

12.7

9.6

(4.1)

Other comprehensive income (loss)

(117.8)

Less comprehensive income attributable to non-controlling interest
Comprehensive loss attributable to YRC Worldwide Inc.

—
$

(185.5) $

The accompanying notes are an integral part of these statements.
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(2.4)
77.4
—
(6.2) $

(169.1)
9.0
1.8
(158.3)
3.9
(298.7)
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STATEMENTS OF CONSOLIDATED CASH FLOWS
YRC Worldwide Inc. and Subsidiaries
For the Years Ended December 31

(in millions)

2014

2013

2012

Operating Activities:
Net loss

$

(67.7) $

(83.6) $

(136.5)

163.6

172.3

183.8

14.3

29.9

29.2

Noncash items included in net loss:
Depreciation and amortization
Paid-in-kind interest on Series A Notes and Series B Notes
Amortization of deferred debt costs

8.5

7.9

5.6

Amortizations of premiums and discounts on debt

27.5

7.7

(1.6)

Equity based compensation expense

14.0

5.8

3.8

Deferred income tax expense (benefit)

(0.2)

(42.4)

Equity investment impairment

—

3.8

—

30.8

(2.2)

(9.7)

Gains on property disposals, net

(11.9)

Gain on extinguishment of debt

(11.2)

—

—

(5.9)

(3.6)

(1.7)

(11.1)

(4.6)

13.5

(5.7)

13.3

13.5

Other noncash items
Changes in assets and liabilities, net:
Accounts receivable
Accounts payable
Other operating assets
Other operating liabilities
Net cash provided by (used in) operating activities

0.3

3.9

(86.0)

(92.3)

(164.0)

3.6

28.5

12.1

(25.9)

Investing Activities:
Acquisition of property and equipment

(69.2)

(66.9)

(66.4)

Proceeds from disposal of property and equipment

20.8

9.8

50.4

Restricted escrow receipts

90.7

31.8

33.4

Restricted escrow deposits

(89.1)

—

—

5.2

1.8

2.4

(41.6)

(23.5)

19.8

Other, net
Net cash provided by (used in) investing activities
Financing Activities:
Issuance of long-term debt
Repayment of long-term debt
Debt issuance costs

696.8

0.3

45.0

(892.7)

(9.2)

(25.6)

(29.1)

(12.1)

(5.1)

Equity issuance costs

(17.1)

—

—

Equity issuance proceeds

250.0

—

—

Net cash provided by (used in) financing activities
Net (Decrease) Increase In Cash and Cash Equivalents
Cash and Cash Equivalents, Beginning of Year

7.9

(21.0)

14.3

(5.2)

(32.4)

8.2

176.3

Cash and Cash Equivalents, End of Year

$

171.1

208.7
$

The accompanying notes are an integral part of these statements.
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176.3

200.5
$

208.7
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STATEMENTS OF CONSOLIDATED CASH FLOWS (CONTINUED)
YRC Worldwide Inc. and Subsidiaries
For the Years Ended December 31
(in millions)

2014

2013

2012

Supplemental Cash Flow Information:
Interest paid

$

(129.1) $

(120.5) $

(120.5)

Letter of credit fees paid

(8.7)

(34.1)

(38.0)

Income tax refund, net

16.1

8.8

5.9

Capital lease financing transactions
Debt redeemed for equity consideration

3.8

1.2

1.8

51.8

35.3

20.3

The accompanying notes are an integral part of these statements.
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STATEMENTS OF CONSOLIDATED SHAREHOLDERS’ DEFICIT
YRC Worldwide Inc. and Subsidiaries
For the Years Ended December 31
(in millions)

2014

2013

2012

Preferred Stock:
Beginning balance

$

Issuance of equity in exchange for debt

—

$

0.6

Conversion of preferred shares to common shares

$

—

(0.6)

Ending balance

—

—
—

—

—

$

—

$

—

$

—

$

0.1

$

0.1

$

0.1

Common Stock:
Beginning balance
Issuance of common stock

0.1

Issuance of common stock upon conversion of Series B Notes

—

0.1

Ending balance

—

—

—

$

0.3

$

0.1

$

0.1

$

1,964.4

$

1,926.5

$

1,903.0

Capital Surplus:
Beginning balance
Issuance of equity, net

249.3

—

—

Conversion of preferred stock to common stock

0.6

—

—

Beneficial conversion feature on preferred stock

18.1

—

—

64.7

35.3

20.3

Issuance of equity upon conversion of Series B Notes
Equity issuance costs
Share-based compensation
Ending balance

(17.1)

—

—

10.9

2.6

3.2

$

2,290.9

$

1,964.4

$

1,926.5

$

(2,154.2)

$

(2,070.6)

$

(1,930.2)

Accumulated Deficit:
Beginning balance
Amortization of conversion feature on preferred stock

(18.1)

Net loss attributable to YRC Worldwide Inc.

—

(67.7)

Ending balance

—

(83.6)

(140.4)

$

(2,240.0)

$

(2,154.2)

$

(2,070.6)

$

(315.0)

$

(392.4)

$

(234.1)

Accumulated Other Comprehensive Loss:
Beginning balance
Pension, net of tax:
Net actuarial gains (losses) and other adjustments
Amortization of prior net losses
Foreign currency translation adjustments

(126.4)

70.2

12.7

9.6

(4.1)

Ending balance

(169.1)
9.0

(2.4)

1.8

$

(432.8)

$

(315.0)

$

(392.4)

$

(92.7)

$

(92.7)

$

(92.7)

$

(4.6)

Treasury Stock, At Cost:
Beginning and ending balance
Noncontrolling Interest:
Beginning balance

$

—

$

—

Net income attributable to the noncontrolling interest

—

—

Other

—

—

Ending Balance

$

Total Shareholders’ Deficit

$

—
(474.3)

The accompanying notes are an integral part of these statements.
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$
$

—
(597.4)

3.9
0.7
$
$

—
(629.1)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YRC Worldwide Inc. and Subsidiaries

1. Description of Business
YRC Worldwide Inc. (also referred to as “YRC Worldwide,” the “Company,” “we,” “us” or “our”), one of the largest transportation service providers in the
world, is a holding company that through wholly owned operating subsidiaries and its interest in a Chinese joint venture offers its customers a wide range of
transportation services. YRC Worldwide has one of the largest, most comprehensive less-than-truckload (“LTL”) networks in North America with local,
regional, national and international capabilities. Through its team of experienced service professionals, YRC Worldwide offers flexible supply chain
solutions, ensuring customers can ship industrial, commercial and retail goods with confidence. Our reporting segments include the following:
•

YRC Freight is the reporting segment for our transportation service providers focused on business opportunities in national, regional and
international markets. YRC Freight provides for the movement of industrial, commercial and retail goods, primarily through centralized management
and customer facing organizations. This unit includes our subsidiary YRC Inc. (“YRC Freight”) and Reimer Express (“YRC Reimer”), a subsidiary
located in Canada that specializes in shipments into, across and out of Canada. In addition to the United States and Canada, YRC Freight also serves
parts of Mexico, Puerto Rico and Guam.

•

Regional Transportation is the reporting segment for our transportation service providers focused on business opportunities in the regional and nextday delivery markets. Regional Transportation is comprised of USF Holland Inc. (“Holland”), New Penn Motor Express, Inc. (“New Penn”) and
USF Reddaway Inc. (“Reddaway”). These companies each provide regional, next-day ground services in their respective regions through a network
of facilities located across the United States, Canada, Mexico and Puerto Rico.

2. Principles of Consolidation
The accompanying consolidated financial statements include the accounts of YRC Worldwide and its majority owned subsidiaries. All significant
intercompany accounts and transactions have been eliminated in consolidation. We report on a calendar year basis. The quarters of the Regional
Transportation companies (with the exception of New Penn) consist of thirteen weeks that end on a Saturday either before or after the end of March, June and
September, whereas all other operating segment quarters end on the natural calendar quarter end. Our investment in the non-majority owned affiliate in which
we do not have control where the entity is either not a variable interest entity or YRC Worldwide is not the primary beneficiary is accounted for on the equity
method. Management makes estimates and assumptions that affect the amounts reported in the consolidated financial statements and notes. Actual results
could differ from those estimates.
Accounting policies refer to specific accounting principles and the methods of applying those principles to fairly present our financial position and results of
operations in accordance with generally accepted accounting principles. The policies discussed below include those that management has determined to be the
most appropriate in preparing our financial statements.
Cash and Cash Equivalents
Cash and cash equivalents include demand deposits and highly liquid investments purchased with maturities of three months or less. Under the Company’s
cash management system, checks issued but not presented to banks frequently result in book overdraft balances for accounting purposes which are classified
within accounts payable in the accompanying consolidated balance sheets. The change in book overdrafts are reported as a component of operating cash flows
for accounts payable as they do not represent bank overdrafts.
Concentration of Credit Risks and Other
We sell services and extend credit based on an evaluation of the customer’s financial condition, without requiring collateral. Exposure to losses on receivables
is principally dependent on each customer’s financial condition. We monitor our exposure for credit losses and maintain allowances for anticipated losses.
At December 31, 2014, approximately 78% of our labor force is subject to collective bargaining agreements. As part of the 2014 Financing Transactions
(which is described more fully in the “2014 Financing Transaction” footnote to our consolidated financial statements), the primary labor agreement was
modified to, among other things, extend the expiration date of our previous agreement from March 31, 2015 to March 31, 2019. This extension also extended
the contribution rates under our multi-employer pension
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plan. The modification provided for lump sum payments in lieu of wage increases in 2014 and 2015, but provided for wage increases in 2016 through 2019.
We started amortizing these lump sum payments over the period in which the wages will not be increased beginning on April 1, 2014. Finally, the
modification provided for certain changes to work rules and our use of purchased transportation in certain situations.
Revenue Recognition
For shipments in transit, we record revenue based on the percentage of service completed as of the period end and accrue delivery costs as incurred. The
percentage of service completed for each shipment is based on how far along in the shipment cycle each shipment is in relation to standard transit days.
Standard transit days are defined as our published service days between origin zip code and destination zip code. Based on historical cost and engineering
studies, certain percentages of revenue are determined to be earned during each stage of the shipment cycle, such as initial pick up, long distance
transportation, intermediate transfer and customer delivery. Using standard transit times, we analyze each shipment in transit at a particular period end to
determine what stage the shipment is in. We apply that stage’s percentage of revenue earned factor to the rated revenue for that shipment to determine the
revenue dollars earned by that shipment in the current period. The total revenue earned is accumulated for all shipments in transit at a particular period end
and recorded as operating revenue.
In addition, we recognize revenue on a gross basis because we are the primary obligors even when we use other transportation service providers who act on
our behalf. We remain responsible to our customers for complete and proper shipment, including the risk of physical loss or damage of the goods and cargo
claims issues. We assign pricing to bills of lading at the time of shipment based primarily on the weight, general classification of the product, the shipping
destination and individual customer discounts. This process is referred to as rating. At various points throughout our process, incorrect ratings could be
identified based on many factors, including weight verifications or updated customer discounts. Although the majority of rerating occurs in the same month as
the original rating, a portion occurs during the following periods. We accrue a reserve for rerating based primarily on historical trends. At December 31, 2014
and 2013, our financial statements included a rerate reserve as a reduction to “Accounts Receivable” of $12.2 million and $9.6 million, respectively.
Uncollectible Accounts
We record an allowance for doubtful accounts primarily based on historical uncollectible amounts. We also take into account known factors surrounding
specific customers and overall collection trends. Our process involves performing ongoing credit evaluations of customers, including the market in which
they operate and the overall economic conditions. We continually review historical trends and customer specific factors and make adjustments to the
allowance for doubtful accounts as appropriate. Our allowance for doubtful accounts totaled $10.0 million and $9.3 million as of December 31, 2014 and
2013, respectively.
Foreign Currency
Our functional currency is the U.S. dollar, whereas, our foreign operations utilize the local currency as their functional currency. Accordingly, for purposes of
translating foreign subsidiary financial statements to the U.S. dollar reporting currency, assets and liabilities of our foreign operations are translated at the
fiscal year end exchange rates and income and expenses are translated monthly, at the average exchange rates for each respective month, with changes
recognized in other comprehensive loss. Foreign currency gains and losses resulting from foreign currency transactions resulted in net gains of $5.7 million,
$3.7 million and $2.0 million during 2014, 2013 and 2012, respectively, and are included in “Other nonoperating (income) expense” in the accompanying
statements of consolidated operations.
Claims and Insurance Accruals
Claims and insurance accruals, both current and long-term, reflect the estimated settlement cost of claims for workers’ compensation, cargo loss and damage,
and property damage and liability that insurance does not cover. We establish and modify reserve estimates for workers’ compensation and property damage
and liability claims primarily upon actuarial analyses prepared by independent actuaries. These reserves are discounted to present value using a risk-free rate
based on the year of occurrence. The risk-free rate is the U.S. Treasury rate for maturities that match the expected payout of such claims and was 0.9%, 0.5%
and 0.4% for workers’ compensation claims incurred as of December 31, 2014, 2013 and 2012, respectively. The rate was 0.4%, 0.3% and 0.3% for property
damage and liability claims incurred as of December 31, 2014, 2013 and 2012, respectively. The process of determining reserve requirements utilizes
historical trends and involves an evaluation of accident frequency and severity, claims management, changes in health care costs and certain future
administrative costs. The effect of future inflation for costs is considered in the actuarial analysis. Adjustments to previously established reserves are included
in operating results in the year of adjustment. As of December 31, 2014 and 2013, we had $406.6 million and $400.4 million, respectively, accrued for claims
and insurance.
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Expected aggregate undiscounted amounts and material changes to these amounts as of December 31 are presented below:
Workers’
Compensation

(in millions)

Undiscounted amount at December 31, 2012

$

Property Damage and
Liability Claims

390.1 $

Estimated settlement cost for 2013 claims
Claim payments, net of recoveries
$

89.2

36.7

125.9

(24.3)

(139.9)

(16.7)

(8.7)

(25.4)

347.0 $

68.8 $

415.8

94.3

39.0

133.3

(114.5)

(40.8)

(155.3)

12.3

8.0

20.3

Estimated settlement cost for 2014 claims
Claim payments, net of recoveries

455.2

(115.6)

Change in estimated settlement cost for older claim years
Undiscounted amount at December 31, 2013

Total

65.1 $

Change in estimated settlement cost for older claim years
Undiscounted settlement cost estimate at December 31, 2014

$

339.1 $

75.0 $

414.1

Discounted settlement cost estimate at December 31, 2014

$

311.3 $

74.5 $

385.8

In addition to the amounts above, settlement cost amounts for cargo claims and other insurance related amounts, none of which are discounted, totaled $20.8
million and $15.6 million at December 31, 2014 and 2013, respectively.
Estimated cash payments to settle claims which were incurred on or before December 31, 2014, for the next five years and thereafter are as follows:
Workers’
Compensation

(in millions)

2015

$

Property Damage and
Liability Claims

Total

84.7 $

30.2 $

2016

57.7

18.7

76.4

2017

40.0

13.2

53.2

2018

28.6

6.5

35.1

2019

21.8

3.5

25.3

106.3

2.9

109.2

Thereafter
$

Total

339.1 $

114.9

75.0 $

414.1

Stock Compensation Plans
We have various stock-based employee compensation plans, which are described more fully in the “Stock Compensation Plans” footnote to our consolidated
financial statements. We recognize compensation costs for non-vested shares and compensation cost for all share-based payments (i.e., options) based on the
grant date fair value. Additionally, we recognize compensation cost for all share-based payments granted on a straight-line basis over the requisite service
period (generally three to four years) based on the grant-date fair value.
Property and Equipment
The following is a summary of the components of our property and equipment at cost as of December 31:

(in millions)

2014

Land

$

Structures

2013

257.5

$

267.8

784.3

810.4

1,431.9

1,438.3

Technology equipment and software

148.2

133.9

Other

197.7

193.8

Revenue equipment

$

Total cost
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2,819.6

$

2,844.2
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We carry property and equipment at cost less accumulated depreciation. We compute depreciation using the straight-line method based on the following
service lives:

Years

Structures

10 - 30

Revenue equipment

10 - 20

Technology equipment and software

3-7

Other

3 - 10

We charge maintenance and repairs to expense as incurred and betterments are capitalized. Leasehold improvements are capitalized and amortized over the
shorter of their useful lives or the remaining lease term.
Our investment in technology equipment and software consists primarily of customer service and freight management equipment and related software.
For the years ended December 31, 2014, 2013 and 2012, depreciation expense was $145.1 million, $153.8 million and $165.2 million, respectively.
The cost of replacement tires are expensed at the time those tires are placed into service, as is the case with other repair and maintenance costs. The cost of
tires on newly acquired revenue equipment is capitalized and depreciated over the estimated useful life of the related equipment.
Impairment of Long-Lived Assets
If facts and circumstances indicate that the carrying amount of held-and-used identifiable amortizable intangibles and property, plant and equipment may be
impaired, we perform an evaluation of recoverability in accordance with FASB ASC Topic 360. Our evaluation compares the estimated future undiscounted
cash flows associated with the asset or asset group to its carrying amount to determine if a reduction to the carrying amount is required. The carrying amount
of an impaired asset would be reduced to fair value if the estimated undiscounted cash flows are insufficient to recover the carrying value of the asset group.
We performed impairment reviews for held-and-used long-lived assets during the years ended December 31, 2014, 2013 and 2012 in connection with an
update of our internal business forecasts that considered current economic conditions and results of operations.
Impairment of Equity Method Investments
During the year ended December 31, 2012, we determined that the estimated fair value of JHJ International Transportation Company, Ltd (“JHJ”), a 50%
owned equity investment, did not exceed its carrying amount and resulted in an impairment charge of $30.8 million. This determination was based upon
market information we obtained in the fourth quarter of 2012 (a Level 3 fair value measurement). This impairment charge was recorded in equity investment
impairment in the accompanying statements of consolidated operations and in the “Corporate and Other” segment.
Assets Held for Sale
When we plan to dispose of property or equipment by sale, the asset is carried in the financial statements at the lower of the carrying amount or estimated fair
value, less cost to sell, and is reclassified to assets held for sale. Additionally, after such reclassification, there is no further depreciation taken on the asset.
For an asset to be classified as held for sale, management must approve and commit to a formal plan, the sale should be anticipated during the ensuing year
and the asset must be actively marketed, be available for immediate sale, and meet certain other specified criteria. We use level 3 inputs to determine the fair
value of each property that is considered as held for sale.
At December 31, 2014 and December 31, 2013, the net book value of assets held for sale was approximately $15.3 million and $17.2 million, respectively.
This amount is included in “Property and Equipment” in the accompanying consolidated balance sheets. We recorded charges of $6.2 million, $3.9 million
and $13.2 million for the years ended December 31, 2014, 2013 and 2012, respectively, to reduce properties held for sale to estimated fair value, less cost to
sell. These charges are included in “Gains on property disposals, net” in the accompanying statements of consolidated operations.
Earnings from Equity Method Investments
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We account for the ownership of our joint venture under the equity method and accordingly, recognize our share of the respective joint ventures earnings in
“Other nonoperating (income) expense” in the accompanying statements of operations.
The following reflects the components of these results for the years ended December 31:
(in millions)

2014

Our share of joint venture earnings

$

2013

(2.1) $

Impairment charge

2012

(2.1) $

—
$

Net equity method (earnings) losses

(1.9)

—

(2.1) $

30.8

(2.1) $

28.9

Fair Value of Financial Instruments
We determined fair value measurements used in our consolidated financial statements based upon the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date. The fair value hierarchy distinguishes between (1) market
participant assumptions developed based on market data obtained from independent sources (observable inputs) and (2) an entity’s own assumptions about
market participant assumptions developed based on the best information available in circumstances (unobservable inputs). The fair value hierarchy consists of
three broad levels, which gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest
priority to unobservable inputs (Level 3). The three levels of the fair value hierarchy are described below:
•

Level 1: Valuations based on quoted prices in active markets for identical assets or liabilities that the entity has the ability to access.

•

Level 2: Valuations based on quoted prices for similar assets or liabilities, quoted prices in markets that are not active, or other inputs that are
observable or can be corroborated by observable data for substantially the full term of the assets or liabilities.

•

Level 3: Valuations based on inputs that are supported by little or no market activity and that are significant to the fair value of the assets or
liabilities.

The asset’s or liability’s fair value measurement level with the fair value hierarchy is based on the lowest level of any input that is significant to the fair value
measurement. Valuation techniques used maximize the use of observable inputs and minimize the use of unobservable inputs.
The valuation methodologies described above may produce a fair value calculation that may not be indicative of net realizable value or reflective of future
fair values. We believe that our valuation methods are appropriate and consistent with other market participants. The use of different methodologies or
assumptions to determine the fair value of certain financial assets could result in a different fair value measurement at the reporting date. There have been no
changes in the methodologies used at December 31, 2014 and 2013.
The following tables summarize the fair value hierarchy of our financial assets held at fair value on a recurring basis, which consists of our restricted cash
held in escrow:
Fair Value Measurement at December 31, 2014
Total Carrying
Value

(in millions)

Restricted amounts held in escrow-current

$

28.9

Restricted amounts held in escrow-long term
Total assets at fair value

$

60.2
$

89.1
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Significant
other
observable
inputs (Level 2)

Quoted prices
in active market
(Level 1)

28.9

$

60.2
$

89.1

—

Significant
unobservable
inputs
(Level 3)

$

—
$

—

—
—

$

—
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Fair Value Measurement at December 31, 2013
Total Carrying
Value

(in millions)

Restricted amounts held in escrow-current

$

90.1

$

90.7

Restricted amounts held in escrow-long term
Total assets at fair value

Significant
other
observable
inputs (Level 2)

Quoted prices
in active market
(Level 1)

$

90.1

$

90.7

0.6

$

0.6

—

Significant
unobservable
inputs
(Level 3)

$

—
$

—

—
—

$

—

Restricted amounts held in escrow are invested in money market accounts and are recorded at fair value on quoted market prices. The carrying value of cash
and cash equivalents, accounts receivable and accounts payable approximates their fair value due to the short-term nature of these instruments.
Reclassifications Out of Accumulated Other Comprehensive Loss
For the years ended December 31, 2014 and 2013, we reclassified the amortization of our net pension gain (loss) totaling $12.7 million and $9.6 million,
respectively, from accumulated other comprehensive loss to net loss. This reclassification is a component of net periodic pension cost and is discussed in the
“Employee Benefits” footnote.
Impact of Recently Issued Accounting Standards
In May 2014, the Financial Accounting Standards Board (“FASB”) issued new authoritative literature, Revenue from Contracts with Customers. The issuance
is part of a joint effort by the FASB and the International Accounting Standards Board (“IASB”) to enhance financial reporting by creating common revenue
recognition guidance for U.S. GAAP and, thereby, improving the consistency of requirements, comparability of practices and usefulness of disclosures. The
new standard will supersede much of the existing authoritative literature for revenue recognition. The standard and related amendments will be effective for
the Company for its annual reporting period ending December 31, 2017, including interim periods within that reporting period. Early application is not
permitted. Entities are allowed to transition to the new standard by either recasting prior periods or recognizing the cumulative effect. While we do not
believe the newly-issued guidance will have a significant impact on our Consolidated Financial Statements, the Company is currently evaluating the newlyissued guidance, including which transition approach will be applied.
In August 2014, the FASB issued new authoritative literature, Presentation of Financial Statements - Going Concern (Subtopic 205-40): Disclosure of
Uncertainties about an Entity’s Ability to Continue as a Going Concern. The new standard provides guidance around management’s responsibility to evaluate
whether there is substantial doubt about an entity’s ability to continue as a going concern and to provide related footnote disclosures. The new standard is
effective for our fiscal year December 31, 2016 and interim periods thereafter. Early adoption is permitted. The Company is currently evaluating the newlyissued guidance, but does not believe it will have a material impact on its financial statements.

3. Investment
Shanghai Jiayu Logistics Co., Ltd.
On August 19, 2008, we completed the purchase of a 65% equity interest in Shanghai Jiayu Logistics Co., Ltd. (“Jiayu”), a Shanghai, China ground
transportation company with a purchase price of $59.4 million. Through March 31, 2010, we accounted for our 65% ownership interest in Jiayu as an equity
method investment as the rights of the minority shareholder were considered extensive and allowed for his ability to veto many business decisions. These
rights were primarily provided as a part of the General Manager role held by the minority shareholder. Effective April, 1, 2010, the minority shareholder no
longer had a role in managing the operations of the business which changed the conclusions from an accounting perspective regarding the relationship of this
joint venture and required that we consolidate Jiayu in our financial statements effective April 1, 2010. The results of operations for Jiayu were included in
our ‘Corporate and other’ reporting segment from April 1, 2010 to February 29, 2012. In an effort to focus on our core operations, we entered into an
agreement in March 2012 to sell our 65% equity interest in Jiayu to the minority shareholder. The transaction closed during the fourth quarter of 2012. At the
time the agreement was entered into, management control was passed to the minority shareholder and, as a result, we deconsolidated our interest in Jiayu
during March 2012 and returned to accounting for our ownership interest as an equity method investment. Based on the March 2012 agreement, we recorded
our equity method investment at its estimated fair value of $0 and wrote off a $12.0 million note receivable from Jiayu. After consideration of the noncontrolling interest and other factors, we recognized a loss of $4.2 million upon the deconsolidation of our investment during 2012. Additionally, the
noncontrolling interest was allocated a $4.2 million gain on this transaction.
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4. Intangibles
Definite Life Intangibles
The components of amortizable intangible assets are as follows at December 31:

2014

(in millions)

2013

Weighted

Gross

Average

Carrying

Accumulated

Carrying

Accumulated

Life (years)

Amount

Amortization

Amount

Amortization

Customer related

12

$

Gross

197.6 $

(165.7) $

197.9 $

(147.4)

Amortization expense for intangible assets recognized on a straight line basis was $18.3 million, $18.5 million and $18.6 million for the years ended
December 31, 2014, 2013 and 2012, respectively. Estimated amortization expense for the next five years is as follows:
(in millions)

Estimated amortization expense

2015

$

2016

18.3 $

2017

13.6 $

2018

2019

— $

— $

—

Indefinite Life Intangibles
The following table shows the changes in the carrying amount of our indefinite lived tradenames attributable to each applicable segment:
(in millions)

Balances at December 31, 2011

YRC Freight

$

Regional Transportation

11.2 $

Change in foreign currency exchange rates
Balances at December 31, 2012

29.9

0.2

—

0.2

11.4

18.7

30.1

Change in foreign currency exchange rates

(0.8)

Balances at December 31, 2013

10.6

Change in foreign currency exchange rates
Balances at December 31, 2014

Total

18.7 $

—

(0.8)
$

(0.8)

18.7

9.8 $

29.3

—

(0.8)

18.7 $

28.5

Intangible assets with indefinite lives, which consist of our tradenames, are not subject to amortization, but are subjected to an impairment test at least
annually and as triggering events may occur. The impairment test for tradenames consists of a comparison of the fair value of the tradename with its carrying
amount. An impairment loss is recognized for the amount by which the carrying amount exceeds the fair value of the asset. In making this assessment, we
utilized the relief from royalty method, an income approach (a level 3 fair value measurement), which includes assumptions as to future revenue, applicable
royalty rate and cost of capital, among others.

5. Other Assets
The primary components of other assets at December 31 are as follows:

(in millions)

2014

Equity method investment for JHJ International Transportation Co., Ltd.

$

2013

23.2

Deferred debt costs

26.5

Other

47.5
$

Total
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97.2

$

23.4
18.5
36.6

$

78.5
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During the years ended December 31, 2014 and 2013, we received dividends in the amount of $1.9 million and $1.8 million, respectively, from JHJ. As of
each of December 31, 2014 and 2013, the excess of our investment over our interest in JHJ’s equity is $4.8 million.

6. Employee Benefits
Qualified and Nonqualified Defined Benefit Pension Plans
With the exception of Regional Transportation, YRC Reimer and certain of our other foreign subsidiaries, YRC Worldwide and its operating subsidiaries
sponsor qualified and nonqualified defined benefit pension plans for certain employees not covered by collective bargaining agreements (approximately
12,000 current, former and retired employees). Qualified and nonqualified pension benefits are based on years of service and the employees’ covered
earnings. Employees covered by collective bargaining agreements participate in various multi-employer pension plans to which YRC Worldwide contributes,
as discussed below. Regional Transportation does not offer a defined benefit pension plan and instead offers retirement benefits through either contributory
401(k) savings plans or profit sharing plans, as discussed below. The existing YRC Worldwide defined benefit pension plans closed to new participants
effective January 1, 2004 and the benefit accrual for active employees was frozen effective July 1, 2008. Our actuarial valuation measurement date for our
pension plans is December 31.
Funded Status
The reconciliation of the beginning and ending balances of the projected benefit obligation and the fair value of plan assets for the years ended December 31,
2014 and 2013, and the funded status at December 31, 2014 and 2013, is as follows:
(in millions)

2014

2013

Change in benefit obligation:
Benefit obligation at beginning of year

$

1,188.8 $

1,345.7

Service cost

4.3

4.3

Interest cost

60.7

56.2

Benefits paid

(101.1)

(76.5)

Actuarial (gain) loss

214.1

(131.6)

Expenses paid from assets

(11.3)

Other

(0.3)

Benefit obligation at year end

(9.6)
0.3

$

1,355.2 $

1,188.8

$

808.4 $

799.4

Change in plan assets:
Fair value of plan assets at prior year end
Actual return on plan assets

141.6

Employer contributions
Benefits paid
Expenses paid from assets
Other

31.9

62.3

62.9

(101.1)

(76.5)

(11.3)

(9.6)

(0.6)

0.3

Fair value of plan assets at year end

$

899.3 $

808.4

Funded status at year end

$

(455.9) $

(380.4)

The underfunded status of the plans of $455.9 million and $380.4 million at December 31, 2014 and 2013, respectively, is recognized in the accompanying
consolidated balance sheets as shown in the table below. No plan assets are expected to be returned to the Company during the year ending December 31,
2015.
Benefit Plan Obligations
Amounts recognized in the consolidated balance sheets for pension benefits at December 31 are as follows:
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(in millions)

2014

Noncurrent assets

2013

$

1.9 $

1.7

0.4

0.6

457.4

381.5

Current liabilities
Noncurrent liabilities
Amounts recognized in accumulated other comprehensive loss at December 31 consist of:
(in millions)

2014

Net actuarial loss

2013

$

502.7 $

389.2

As shown above, included in accumulated other comprehensive loss at December 31, 2014, are unrecognized actuarial losses of $502.7 million ($448.6
million, net of tax). The actuarial loss included in accumulated other comprehensive income and expected to be recognized in net periodic cost during the
year ending December 31, 2015, is $16.4 million.
The total accumulated benefit obligation for all plans was $1,353.6 million and $1,188.8 million at December 31, 2014 and 2013, respectively.
Information for pension plans with an ABO in excess of plan assets at December 31, 2014 and 2013 is as follows:

At December 31, 2014
ABO Exceeds
Assets

(in millions)

Projected benefit obligation

$

Accumulated benefit obligation

Assets Exceed
ABO

Total

1,349.0 $

6.2 $

1,355.2

1,349.0

4.6

1,353.6

891.2

8.1

899.3

Fair value of plan assets

At December 31, 2013
ABO Exceeds
Assets

(in millions)

Projected benefit obligation

$

Accumulated benefit obligation

Assets Exceed
ABO

Total

1,182.1 $

5.3 $

1,187.4

1,182.1

6.7

1,188.8

799.9

8.5

808.4

Fair value of plan assets

Assumptions
Weighted average actuarial assumptions used to determine benefit obligations at December 31:

2014

Discount rate

2013

4.33%

5.23%

Weighted average assumptions used to determine net periodic benefit cost for the years ended December 31:

2014

Discount rate
Expected rate of return on assets

2013

4.28%

5.23%

7.0%

7.0%

7.0%

RP-2000
Projected to 2014

Mortality table

2012

5.23%

RP-2000
Projected to 2013

RP-2000
Projected to 2012

The discount rate refers to the interest rate used to discount the estimated future benefit payments to their present value, also referred to as the benefit
obligation. The discount rate allows us to estimate what it would cost to settle the pension obligations as
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of the measurement date, December 31, and is used as the interest rate factor in the following year’s pension cost. We determine the discount rate by selecting
a portfolio of high quality noncallable bonds such that the coupons and maturities exceed our expected benefit payments.
In determining the expected rate of return on assets, we consider our historical experience in the plans’ investment portfolio, historical market data and longterm historical relationships as well as a review of other objective indices including current market factors such as inflation and interest rates. Although plan
investments are subject to short-term market volatility, we believe they are well diversified and closely managed. Our asset allocation as of December 31,
2014, consisted of 37% equities, 35% in debt securities and 28% in absolute return investments and as of December 31, 2013 consisted of 35% equities, 34%
in debt securities and 31% in absolute return investments. The 2014 allocations are consistent with the targeted long-term asset allocation for the plans which
is 37% equities, 33% debt securities and 30% absolute return investments. Based on various market factors, we selected an expected rate of return on assets of
7.0% effective for the 2014 and 2013 valuations. We will continue to review our expected long-term rate of return on an annual basis and revise appropriately.
The pension trust holds no YRC Worldwide securities.
Future Contributions and Benefit Payments
We expect to contribute approximately $60.3 million to our single employer pension plans in 2015.
Expected benefit payments from our qualified and non-qualified defined benefit pension plans for each of the next five years and the total payments for the
following five years ended December 31 are as follows:
(in millions)

Expected benefit payments

$

2015

2016

2017

2018

2019

76.3 $

76.4 $

76.7 $

78.1 $

79.9 $

2020-2024

406.7

Pension and Other Post-retirement Costs
The components of our net periodic pension cost, other post-retirement costs and other amounts recognized in other comprehensive loss for the years ended
December 31, 2014, 2013 and 2012 were as follows:
(in millions)

2014

2013

2012

Net periodic benefit cost:
Service cost

$

Interest cost

4.3 $

4.3 $

3.9

60.7

56.2

59.3

Expected return on plan assets

(53.7)

(55.6)

(51.1)

Amortization of prior net loss

12.8

14.8

9.0

$

24.1 $

19.7 $

21.1

$

126.3 $

(107.7) $

170.4

Net periodic pension cost
Other changes in plan assets and benefit obligations recognized in other comprehensive
loss (income):
Net actuarial loss (gain) and other adjustments
Less amortization of prior losses
Total recognized in other comprehensive loss (income)
Total recognized in net periodic benefit cost and other comprehensive (income) loss

$

(12.8)

(14.8)

(9.0)

113.5

(122.5)

161.4

137.6 $

(102.8) $

182.5

During the years ended December 31, 2014, 2013 and 2012, the income tax provision (benefit) related to amounts in other comprehensive income was $(3.2)
million, $42.7 million and $(1.3) million, respectively.
Fair Value Measurement
Our pension assets are stated at fair value. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The majority of our assets are invested in Level 2 assets of fixed income funds and absolute return
investments. These funds are valued at quoted redemption values that represent the net asset values of units held at year-end which we have determined
approximates fair value.
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Investments in private equities and absolute return funds do not have readily available market values. These estimated fair values may differ significantly
from the values that would have been used had a ready market for these investments existed, and such differences could be material. Investments in hedge
funds that do not have an established market are valued at net asset values as determined by the investment managers, which we have determined
approximates fair value. The level of certain investments have been adjusted in the prior years to conform with current year presentation.
The table below details by level, within the fair value hierarchy, the pension assets at fair value as of December 31, 2014:

Pension Assets at Fair Value as of December 31, 2014
(in millions)

Level 1

Equities

$

Private equities

Level 2

Level 3

Total

112.2 $

111.9 $

—

—

104.7

— $

224.1
104.7

Fixed income:
Corporate

7.9

33.0

130.1

171.0

106.9

157.4

—

264.3

—

—

—

—

Absolute return

—

120.6

—

120.6

Interest bearing

14.6

—

—

14.6

422.9 $

234.8 $

899.3

Government
Other

Total plan assets

$

241.6 $

The table below details by level, within the fair value hierarchy, the pension assets at fair value as of December 31, 2013:

Pension Assets at Fair Value as of December 31, 2013
(in millions)

Level 1

Equities

$

Level 2

113.3 $

Private equities

Level 3

Total

106.4

—

— $

219.7

—

60.3

60.3

Fixed income:
Corporate

4.3

33.7

111.4

149.4

Government

98.0

102.8

—

200.8

Other

10.1

—

—

10.1

Absolute return

6.2

138.6

—

144.8

Interest bearing

23.3

—

—

23.3

381.5 $

171.7 $

808.4

Total plan assets

$

255.2 $

The table below presents the activity of our assets measured at fair value on a recurring basis using significant unobservable inputs (Level 3):
Private
Equities

(in millions)

Balance at December 31, 2012

$

Purchases

Fixed income

38.8 $
6.4

Total Level 3

96.1 $

134.9

9.6

16.0

Sales

(6.4)

(5.3)

(11.7)

Unrealized gain (loss)

21.5

11.0

32.5

Balance at December 31, 2013

111.4 $

171.7

Purchases

$

32.8

5.0

37.8

Sales

(1.0)

(4.3)

(5.3)

Unrealized gain (loss)
Balance at December 31, 2014

60.3 $

12.6
$
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104.7 $

18.0
130.1 $

30.6
234.8
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The following table sets forth a summary of the Level 3 assets for which the fair value is not readily determinable but a reported NAV is used to estimate the
fair value as of December 31, 2014:

Fair value estimated using Net Asset Value per Share
(in millions)

Private equities (a)

$

67.7 $

Fixed income (b)
Total

Unfunded
Commitments

Fair Value

130.1
$

Redemption
Frequency

Redemption Notice
Period

18.2

Redemptions not permitted

12.6

Redemptions not permitted

197.8

(a) Consists of private equity investments in renewable energy, healthcare and Chinese technology.
(b) Primarily consists of investments in and debt securities secured by royalty payments from marketers of pharmaceuticals.

The following table sets forth a summary of the Level 3 assets for which the fair value is not readily determinable but a reported NAV is used to estimate the
fair value as of December 31, 2013:
Fair value estimated using Net Asset Value per Share
(in millions)

Private equities (a)

$

60.3 $

Fixed income (b)
Total

Unfunded
Commitments

Fair Value

111.4
$

Redemption
Frequency

Redemption Notice
Period

18.0

Redemptions not permitted

16.0

Redemptions not permitted

171.7

(a) Consists of five private equity funds investing in renewable solar energy, acquisition of pharmaceutical company interests, Chinese technology and healthcare companies.
(b) Consists of three fixed income funds which invest in debt securities secured by royalty payments from marketers of pharmaceutical products.

The assets presented in the December 31, 2014 and 2013 fair value hierarchy tables classified as Level 1 and Level 2, which fair value is estimated using
NAV per share, have redemption frequencies ranging from daily to annually, have redemption notice periods from approximately 1 day to 90 days and have
no unfunded commitments. These assets consist of equity, fixed income, and absolute return funds. Generally, the investment strategies of the fixed income
and equity funds is based on fundamental and quantitative analysis and consists of long and hedged strategies. The general strategy of the absolute return
funds consists of alternative investment techniques, including derivative instruments and other unconventional assets, to achieve a stated return rate.
Multi-Employer Pension Plans
YRC Freight, New Penn, Holland and Reddaway contribute to various separate multi-employer health, welfare and pension plans for employees that are
covered by our collective bargaining agreements (approximately 78% of total Company employees). The collective bargaining agreements determine the
amounts of these contributions. The health and welfare plans provide medical related benefits to active employees and retirees. The pension plans provide
defined benefits to retired participants. We recognize as net pension cost within ‘salaries, wages and employee benefits’ the contractually required
contributions for the period and recognize as a liability any contributions due and unpaid at period end. We do not directly manage multi-employer plans. The
trusts covering these plans are generally managed by trustees, half of whom the unions appoint and half of whom various contributing employers appoint.
We expensed the following amounts related to these plans for the years ended December 31:
(in millions)

2014

Health and welfare

2013

$

416.2 $

$

509.8 $

Pension

93.6

Total

63

2012

399.5 $
89.1
488.6 $

387.5
85.6
473.1
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Pension
Through the third quarter of 2009, we deferred payment of certain of our contributions to multi-employer pension funds. These deferred payments have been
recognized as an operating expense and the liability was recorded as deferred contribution obligations. Beginning in the third quarter of 2009 through May
2011, most of our collective bargaining agreements provided for a temporary cessation of pension contributions so no expense or liability was required to be
recognized for that period. In accordance with modifications to our collective bargaining agreements, we agreed to resume making pension contributions
effective June 1, 2011 at 25.0% of the contribution rate in effect as of July 1, 2009.
The following table provides additional information related to our participation in individually significant multi-employer pension plans for the year ended
December 31, 2014:

Pension Fund

(a)

EIN Number

Funding Improvement
Expiration Date of
or Employer Surcharge Collective-Bargaining
Rehabilitation Plan
Imposed
Agreement

Pension Protection Zone Status (b)
2014
2013

Central States, Southwest and
Southwest Areas Pension Fund

36-6044243

Red

Red

Yes

No

3/31/2019

Teamsters National 401K Savings
Plan (c)

52-1967784

N/A

N/A

N/A

No

3/31/2019

I.B. of T. Union Local No 710
Pension Fund

36-2377656

Green

Green

No

No

3/31/2019

Central Pennsylvania Teamsters
Defined Benefit Plan

23-6262789

Green

Yellow

Yes

No

3/31/2019

Road Carriers Local 707 Pension
Fund

51-6106510

Not Available

Red

Yes

No

3/31/2019

Teamsters Local 641 Pension Fund

22-6220288

Red

Red

Yes

No

3/31/2019

(a) The determination of individually significant multi-employer plans is based on the relative contributions to the plans over the periods presented as well as other factors.
(b) The Pension Protection Zone Status is based on information that the Company obtained from the plans’ Forms 5500. Unless otherwise noted, the most recent Pension Protection Act (PPA) zone

status available for 2014 and 2013 is for the plan’s year-end during calendar years 2013 and 2012, respectively. Among other factors, plans in the red zone are generally less than 65 percent
funded, plans in the yellow zone are less than 80 percent funded, and plans in the green zone are at least 80 percent funded.
(c) The policies of the Western Conference of Teamsters Pension Trust precluded the Company from reentering the plan on June 1, 2011. The plan did not assess a withdrawal liability and has not

done so since June 1, 2011. Contributions related to the employees previously covered by this plan are now being made to the Teamsters National 401(k) Plan.

YRC Worldwide was listed in the Central States, Southwest and Southwest Areas Pension Plan, Road Carriers Local 707 Pension Fund and Teamsters Local
641 Pension Fund’s Forms 5500 as providing more than 5 percent of the total contributions for 2013 and 2012.
We contributed a total of $91.6 million, $88.7 million and $84.9 million to the multi-employer pension funds for the years ended December 31, 2014, 2013
and 2012. The following table provides the pension amounts contributed by fund for those funds that are considered to be individually significant:
(in millions)

2014

Central States, Southeast and Southwest Areas Pension Plan

$

Teamsters National 401K Savings Plan

2013

2012

52.2 $

52.1 $

51.9

13.1

11.2

11.0

I.B. of T. Union Local No 710 Pension Fund

4.9

4.4

4.1

Central Pennsylvania Teamsters Defined Benefit Plan

4.3

4.5

4.5

Road Carriers Local 707 Pension Fund

2.3

2.3

2.5

Teamsters Local 641 Pension Fund

1.5

1.6

1.6
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In 2006, the Pension Protection Act became law and modified both the IRC as it applies to multi-employer pension plans and the Employment Retirement
Income Security Act of 1974 (as amended, “ERISA”). The IRC and ERISA (in each case, as so modified) and related regulations establish minimum funding
requirements for multi-employer pension plans.
If any of our multi-employer pension plans fails to meet minimum funding requirements, meet a required funding improvement or rehabilitation plan that the
Pension Protection Act may require for certain of our underfunded plans, obtain from the Internal Revenue Service (“IRS”) certain changes to or a waiver of
the requirements in how the applicable plan calculates its funding levels, or reduce pension benefits to a level where the requirements are met then we could
be required to make additional contributions to the pension plan. If any of our multi-employer pension plans enters critical status and our contributions are not
sufficient to satisfy any rehabilitation plan schedule, the Pension Protection Act could require us to make additional surcharge contributions to the multiemployer pension plan in the amount of five to ten percent of the existing contributions required by our labor agreement for the remaining term of the labor
agreement.
If we fail to make our required contributions to a multi-employer plan under a funding improvement or rehabilitation plan, it would expose us to penalties
including potential withdrawal liability. If the benchmarks that an applicable funding improvement or rehabilitation plan provides are not met by the end of a
prescribed period, the IRS could impose an excise tax on us and the plan’s other contributing employers. These excise taxes are not contributed to the
deficient funds, but rather are deposited in the United States general treasury funds. The Company does not believe that the temporary cessation of certain of
its contributions to applicable multi-employer pension funds beginning in the third quarter of 2009 and continuing through May 2011 will give rise to these
excise taxes as the underlying employer contributions were not required for that period.
A requirement to materially increase contributions beyond our contractually agreed rate or the imposition of an excise tax on us could have a material adverse
impact on the financial results and liquidity of YRC Worldwide.
401(k) Savings Plans
We sponsor the YRC Worldwide Inc. 401(k) Plan, which is a defined contribution plan primarily for employees that our collective bargaining agreements do
not cover. The plan permits participants to make contributions to the plan and permits the employer of participants to make contributions on behalf of the
participants. There were no employer contributions in 2014, 2013 or 2012. Our employees covered under collective bargaining agreements may also
participate in union-sponsored 401(k) plans.
Performance Incentive Awards
YRC Worldwide and its operating subsidiaries each provide annual performance incentive awards and more frequent sales incentive awards to certain nonunion employees, which are based primarily on actual operating results achieved compared to targeted operating results or sales targets and are paid in cash.
Operating income in 2014, 2013 and 2012 included performance and sales incentive expense for non-union employees of $16.7 million, $14.5 million and
$12.3 million, respectively. We generally pay annual performance incentive awards in the first quarter of the following year and sales performance incentive
awards on a monthly basis.
We also provide long-term performance based incentive plan to key management personnel that provides the opportunity annually to earn cash and equity
awards to further compensate certain levels of management. During the years ended December 31, 2014, 2013 and 2012, compensation expense related to
these awards was $14.5 million, $5.8 million and $3.8 million, respectively.

7. 2014 Financing Transactions
On January 31, 2014, we issued 14,333,334 shares of our Common Stock and 583,334 shares of our Class A Convertible Preferred Stock, par value $1.00 per
share (the “Convertible Preferred Stock”), pursuant to certain stock purchase agreements, dated as of December 22, 2013 (the “Stock Purchase Agreements”),
for an aggregate $250.0 million in cash. We used the proceeds from these transactions to, among other things, (i) deposit with the trustee funds sufficient to
repay our 6% Notes at their maturity on February 15, 2014 and (ii) repurchase approximately $90.9 million of our Series A Notes. In February 2014, the
Company deposited approximately $89.6 million with the trustee to fund the redemption (including accrued interest), and thereby discharged the indenture
governing the Series A Notes. The Company used the cash deposited with the trustee to redeem its Series A Notes on August 5, 2014.
Also on January 31, 2014, certain holders of our Series B Notes exchanged their outstanding balances (including the make-whole premium and additional
accrued interest through January 15, 2014) at a conversion price of $15.00 per share, while certain other holders converted their Series B Notes in accordance
with their terms. We also amended the indenture governing our Series B
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Notes to eliminate substantially all of the restrictive covenants, certain events of default and other related provisions contained in the indenture and to release
and discharge the liens on the collateral securing the Series B Notes.
Effective January 31, 2014, certain of our subsidiaries, various pension funds party thereto, and Wilmington Trust Company, as agent for such pension funds,
entered into the Second Amended and Restated Contribution Deferral Agreement (“Second A&R CDA”), which, among other things (i) amended and restated
the Amended and Restated Contribution Deferral Agreement (“A&R CDA”) (which agreement is discussed in our “Debt and Financing footnote”), (ii)
released the agent’s security interest in third priority collateral on the Collateral Release Date (as defined therein), (iii) limited the value of obligations secured
by the collateral to the Secured Obligations (as defined therein) and (iv) extended the maturity of deferred pension payments and deferred interest from March
31, 2015 to December 31, 2019.
On February 13, 2014, we replaced our existing credit facilities (as discussed in our “Debt and Financing” footnote) with a new $450 million ABL Facility
(the “ABL Facility”) and a new $700 million term loan facility (“Term Loan”). The ABL Facility will be used to support our outstanding letters of credit
commitments.
We refer to transactions described above collectively as the “2014 Financing Transactions.” The table below summarizes the cash flow activity for the 2014
Financing Transactions:

Cash Sources (in millions)

Term Loan

Cash Uses (in millions)

$

700.0

Extinguish Prior ABL Facility (includes accrued interest) $

326.0

Proceeds from sale of common stock

215.0

Extinguish Prior Term Loan (includes accrued interest)

299.7

Proceeds from sale of preferred stock

35.0

Retire 6% Notes

71.5

90.0

Repurchase Series A Notes (upon transaction closing and
includes accrued interest)

93.9

—

Redeem Series A Notes (on August 5, 2014 and includes
accrued interest)

89.6

Fees, Expenses and Original Issuance Discount

50.8

Restricted Cash to Balance Sheet (a)

92.0

Cash proceeds from restricted amounts held in escrow existing ABL facility
ABL Facility

Cash to Balance Sheet
Total sources
(a)

$

1,040.0

16.5

Total uses

$

Under the terms of the ABL facility, this amount was classified as “restricted cash” in the consolidated balance sheet at the closing date of the ABL Facility.

The table below summarizes the non-cash activity for the 2014 Financing Transactions:

Non-Cash Sources (in millions)

Secured Second A&R CDA
Unsecured Second A&R CDA
Exchange/conversion of Series B Notes to
common stock
Total sources

Non-Cash Uses (in millions)

$

51.0

A&R CDA

73.2

Exchange/conversion of Series B Notes to
common stock

$ 124.2
50.6

50.6
$ 174.8
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We accounted for the A&R CDA maturity extension as a debt modification and the remaining transactions as extinguishment of debt and issuance of new
debt. We recorded a gain on extinguishment of debt of $11.2 million associated with this transaction during the year ended December 31, 2014, $16.3 million
of which related to the acceleration of net premiums on our old debt, partially offset by $5.1 million of additional expense related to the fair value of the
incremental shares provided to those Series B Note holders who exchanged their outstanding balances at a conversion price of $15.00 per share. We recorded,
in “interest expense” on the statements of consolidated comprehensive income (loss), $8.0 million of make-whole interest related to the Series B Notes
exchanged during the year ended December 31, 2014. We paid $43.8 million of fees associated with these transactions of which $26.7 million was recorded
as unamortized deferred debt costs in “other assets” in the consolidated balance sheet and will be recognized as interest expense over the term of the Term
Loan and ABL Facility and $17.1 million offset the equity proceeds of our stock purchase agreements.
On March 14, 2014, the Company held a special meeting of stockholders at which our stockholders approved amending our Certificate of Incorporation to
increase the number of authorized shares of Common Stock to 95.0 million shares and to allow an investor involved in the 2014 Financing Transactions to
own more than 19.99% of outstanding Common Stock. Upon approval of these amendments, each outstanding share of Convertible Preferred Stock
automatically converted into four shares of Common Stock and the Company recorded $18.1 million related to the amortization of the beneficial conversion
feature on preferred stock on the statements of consolidated operations.

8. Debt and Financing
On February 13, 2014, we completed our 2014 Financing Transactions which substantially changed the makeup of our outstanding debt. Refer to the “2014
Financing Transactions” footnote for further details. As of December 31, 2014 we had two primary credit facilities that we utilized to support our liquidity
needs: a $700 million term loan facility and a $450 million ABL Facility. The ABL Facility is used to support our outstanding letters of credit commitments.
We have set forth a brief description of our two primary credit facilities and our other financing arrangements in place at December 31, 2014 as well as those
credit facilities in place at December 31, 2013 below.
$700 Million First Lien Term Loan
On February 13, 2014, we borrowed in full $700 million, less a 1% discount, from a syndicate of banks and other financial institutions arranged by Credit
Suisse Securities (USA) and RBS Citizens, N.A. No amounts under this Term Loan, once repaid, may be reborrowed. On September 25, 2014, the Company
entered into Amendment No. 1 to its Credit Agreement , which amended the Term Loan to, among other things, adjust the maximum permitted total leverage
ratio through December 31, 2016 and increase the applicable interest rate (subject to the exceptions discussed below) over the same period. Certain material
provisions of the Term Loan are summarized below:
- Maturity and Amortization: The Term Loan matures on February 13, 2019. The Term Loan will amortize in equal quarterly installments in an aggregate
annual amount equal to 1% of the original principal amount of the Term Loan.
- Incremental: Subject to finding current or new lenders willing to provide such commitments, the Company has the right to incur one or more increases to the
Term Loan and/or one or more new tranches of term loans (which may be unsecured or secured on a junior basis) to be made available under the Term Loan
credit agreement which shall not exceed (i) $250 million so long as the senior secured leverage ratio on a pro forma basis (defined as consolidated total debt
that is secured by a lien as of such date over Consolidated EBITDA as of the twelve months ended the most recent fiscal quarter end for which financial
statements are available) does not exceed 3.25 to 1.0, plus (ii) all voluntary prepayments of the Term Loan.
- Interest and Fees: The Term Loan bears interest, at the election of the borrower, at either the applicable London interbank offer rate (“LIBOR”) (subject to a
floor of 1.00%) plus a margin of 7.25% per annum, or a rate determined by reference to the alternate base rate (the greater of the prime rate established by the
administrative agent, the federal fund rate plus 0.50% and one month, LIBOR plus 1.00%) plus a margin of 6.25%; provided that such margins will step down
by 0.25% when the Company meets a total leverage ratio of equal or less than 3.25 to 1.00.
- Guarantors: The obligations of the borrower under the Term Loan are unconditionally guaranteed by certain wholly owned domestic restricted subsidiaries
of the Company (the “Term Guarantors”).
- Collateral: The Term Loan is secured by a perfected first priority security interest in (subject to permitted liens) substantially all assets of the Company and
the guarantors under the Term Loan (the “Term Guarantors”), except that accounts receivable, cash, deposit accounts and other assets related to accounts
receivable are subject to a second priority interest (subject to permitted liens)
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and certain owned real property securing the obligations under the Second A&R CDA filed January 31, 2014, do not secure the obligations under the Term
Loan credit agreement (the “CDA Collateral”).
- Mandatory Prepayments: The Term Loan includes the following mandatory prepayments:
• 75% of excess cash flow (as defined in the Term Loan and paid if permitted under the ABL Facility), subject to step downs to (w) 50% if the total
leverage ratio is less than or equal to 4.00 to 1.00 but greater than 3.50 to 1.00, to (x) 25% if the total leverage ratio is less than or equal to 3.50 to
1.00 but greater than 3.00 to 1.00 and (y) 0% if the total leverage ratio is less than or equal to 3.00 to 1.00.
• 100% of the net cash proceeds of all asset sales or similar dispositions outside of the ordinary course of business, casualty events and other limited
exceptions under the Term Loan (subject to materiality thresholds and customary reinvestment rights); and
• 100% of cash proceeds from debt issuances that are not permitted by the Term Loan.
- Events of Default: The Term Loan documentation contains certain customary events of default, including but not limited to the failure to make payments due
under the Term Loan, breach of and failure to cure the breach of certain covenants, the entry of a final unpaid judgment against any of the Term Guarantors in
excess of $30 million, the commencement of certain insolvency proceedings, liquidations or dissolutions, a cross-default to certain other indebtedness with an
outstanding aggregate principal balance of at least $30 million (other than the ABL Facility), and cross-acceleration to the ABL Facility.
- Covenants: The Term Loan contains certain customary affirmative and negative covenants, including, among others, covenants restricting the incurrences of
debt, liens, the making of investments and repurchases, transactions with affiliates, fundamental changes and asset sales, and prepayments of junior debt. In
addition, refer to the “Liquidity” footnote for financial covenants for each of the remaining test periods.
$450 Million ABL Facility
On February 13, 2014, we entered into the ABL Facility which is an asset-based $450 million loan facility from a syndicate of banks arranged by RBS
Citizens, N.A., Merrill Lynch, Pierce, Fenner & Smith and CIT Finance LLC. The ABL Facility terminates on February 13, 2019. YRC Worldwide, YRC
Inc., Reddaway, Holland and New Penn are borrowers under the ABL Facility, and certain of the Company’s domestic subsidiaries are guarantors thereunder.
Certain material provisions of the ABL Facility are summarized below and are qualified in their entirety by reference to the definitive documentation:
- Availability: The aggregate amount available under the ABL Facility cannot be more than (a) the collateral line cap minus (b) the facility exposure. The
facility exposure refers to the aggregate amount of loans and letter of credit outstanding (with an exclusion for certain fees and other amounts owing for
letters of credit). The collateral line cap refers to a limit equal to the greater of (a) the commitments by lenders under the facility and (b) the borrowing base.
The borrowing base equals the sum of (a) 85% of the sum of (i) Eligible Accounts (as defined in the ABL Facility) minus without duplication (ii) the Dilution
Reserve (as defined in the ABL Facility relating to reserves for eligible accounts experiencing bad debt write-downs, discounts, allowances and similar
dilutive items), plus (b) 100% of Eligible Borrowing Base Cash (as defined in the ABL Facility which constitutes 85% of the “deferred revenue liability” as
reflected on the balance sheet of the Company and its restricted subsidiaries as of the last day of the most recently completed fiscal month), minus (d) the
Availability Reserve (as defined in the ABL Facility) imposed by the agent in its permitted discretion (made in good-faith and using reasonable business
judgment) to reduce the amount of the borrowing base in light of predetermined criteria set forth in the ABL Facility.
- Eligible Borrowing Base Cash:
The eligible borrowing base cash is cash that is deposited from time to time into a segregated restricted account
maintained at the agent over which the agent has dominion. Such cash can only be withdrawn by us from the account if (i) no event of default exists or would
arise as a result of the borrowing base cash release and (ii) availability as of the proposed date of such borrowing base cash release is not less than 15% of the
collateral line cap. Eligible borrowing base cash is included in “Restricted amounts held in escrow” in the accompanying consolidated balance sheet.
- Interest: Revolving loans made under the ABL Facility bear interest, at the Company’s election, of either the applicable LIBOR rate plus 2.5% or the base
rate (the greater of the prime rate established by the agent, the federal funds effective rate plus 0.50% and one month LIBOR plus 1.00%). Thereafter, the
interest rates will be subject to the following price grid based on the average quarterly excess availability under the revolver:
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Average Quarterly

Base Rate

LIBOR

Level

Excess Capacity

Plus

Plus

I

> $140,000,000

1.00%

2.00%

1.25%

2.25%

1.50%

2.50%

II
III

> $70,000,000
< $140,000,000
< $70,000,000

The rates set forth above are subject to a 0.25% reduction during any fiscal quarter for which the Company has a total leverage ratio of less than 2.50 to 1.00.
We have not drawn on the facility at any time during the year ended December 31, 2014.
-Letter of Credit Fees: The ABL Facility has certain specific fees relating to letters of credit which include: (i) fees payable quarterly in arrears equal to the
applicable margin in effect for revolving loans (which is listed in the “Interest” description immediately above) multiplied by the average daily stated amount
of letters of credit (2.5% for the year ended December 31, 2014), (ii) fronting fees for letters of credit payable quarterly in arrears equal to 0.125% of the
stated amount of the letters of credit and (iii) fees to issuing banks to compensate for customary charges related to the issuance and administration of letters of
credit.
-Other Fees: Other fees in respect of the ABL Facility include an unused line fee payable quarterly in arrears calculated by multiplying the amount by which
the commitments exceed the loans and letters of credit for any calendar quarter by the unused line fee percentage (such unused line fee percentage initially to
0.25% per annum through March 31, 2014, and thereafter 0.375% per annum if the average revolver usage is less than 50% or 0.25% per annum if the
average revolver usage is greater than 50%).
- Collateral: The obligations under the ABL Facility are secured by a perfected first priority security interest in (subject to permitted liens) all accounts
receivable, cash, deposit accounts and other assets related to accounts receivable of the Company and the other loan parties and an additional second priority
security interest in (subject to permitted liens) substantially all remaining assets of the borrowers and the guarantors other than CDA Collateral.
- Incremental: The Facility provides for a $100 million uncommitted accordion to increase the revolving commitment in the future to support borrowing base
growth.
- Events of Default: The ABL Facility contains certain customary events of default, including but not limited to the failure to make payments due under the
ABL Facility, breach of and failure to cure the breach of certain covenants, the entry of a final unpaid judgment against any of the ABL Facility loan parties
in excess of $30 million, the commencement of any insolvency proceeding, liquidation or dissolution, and a cross-default to certain other indebtedness with
an outstanding aggregate principal balance of at least $30 million (including the Term Loan).
- Covenants: The ABL Facility contains certain customary affirmative and negative covenants (including certain customary provisions regarding borrowing
base reporting, and including, among others, covenants restricting the incurrences of debt, liens, the making of investments and repurchases, transactions with
affiliates, fundamental changes and asset sales, and prepayments of junior debt). Certain of the covenants relating to investments, restricted payments and
capital expenditures are relaxed upon meeting specified payment conditions or debt repayment conditions, as applicable. Payment conditions include (i) the
absence of an event of default arising from such transaction, (ii) liquidity of at least $100 million or availability of at least $67.5 million and (iii) the
Consolidated Fixed Charge Coverage Ratio for the most recent term period on a pro forma basis is equal to or greater than 1.10 to 1.00). Debt repayment
conditions include (i) the absence of an event of default from repaying such debt and (ii) availability on the date of repayment is not less than $67.5 million.
During any period commencing when the ABL Facility borrowers fail to maintain availability in an amount at least equal to 10% of the collateral line cap and
until the borrowers have maintained availability of at least 10% of the collateral line cap for 30 consecutive calendar days, the ABL Facility loan parties are
required to maintain a Consolidated Fixed Charge Coverage Ratio of at least 1.10 to 1.00. The “Consolidated Fixed Charge Coverage Ratio” is defined as
(a) (i) consolidated adjusted EBITDA for such period, minus (ii) capital expenditures made during such period, minus (iii) the aggregate amount of net cash
taxes paid in cash during such period, minus (iv) the amount, if any, by which the cash pension contribution for such period exceeds the pension expense for
such period, and plus (v) the amount, if any, by which the pension expense for such period exceeds the cash pension contribution for such period, divided by
(b) the consolidated fixed charges for such period. In addition, refer to the “Liquidity” footnote for covenants for each of the remaining test periods.
On February 4, 2015, the Company, the Company’s subsidiaries that are borrower’s under the ABL facility, more than a majority of the lenders under the
ABL Facility (the “Consenting Lenders”) and Citizens Business Capital, in its capacity as administrative agent under the ABL Facility (the “ABL Agent”),
entered into a Limited Waiver and Consent. Pursuant to the Limited Waiver and Consent, the Company and the other borrowers obtained waivers and
consents to eliminate any consequences from a technical,
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administrative error resulting from the Company depositing the requisite amount of eligible borrowing base cash in a restricted account with the ABL Agent
prior to delivery of the January 15, 2015 borrowing base certificate but after the month ended December 31, 2014. Throughout the intervening period of time,
the ABL Agent had a perfected security in all such cash.
Second Amended and Restated Contribution Deferral Agreement
- Overview: Certain of our subsidiaries are parties to the A&R CDA with certain multiemployer pension funds named therein (collectively, the “Funds”)
pursuant to which we are permitted to continue to defer pension payments and deferred interest owed to such Funds as of July 22, 2011 (each, “Deferred
Pension Payments” and “Deferred Interest”). The A&R CDA was scheduled to mature on March 31, 2015 though the Company entered into the Second A&R
CDA on January 31, 2014 which extended the maturity to December 31, 2019. There is no mandatory amortization prior to that time. The Deferred Pension
Payments and Deferred Interest (each as defined in the A&R CDA) bears interest at a fixed rate, with respect to each Fund, per annum as set forth in its trust
documentation as of February 28, 2011.
- Application of Certain Payments: Pursuant to the terms of the collective bargaining agreement with the IBT, the Company’s subsidiaries began making
contributions to the Funds for the month beginning June 1, 2011 at the rate of 25% of the contribution rate in effect on July 1, 2009. However, legislative
changes to current law or other satisfactory action or arrangements are required to enable certain of the Funds (based on their funded status) to accept
contributions at a reduced rate.
In accordance with the re-entry arrangements between each Fund and the primary obligors, a Fund may require the primary obligors to make payments of
obligations owed to such Fund under the A&R CDA in lieu of payments required pursuant to the collective bargaining agreement with the IBT or make
payments into an escrow arrangement, in each case in an amount equal to such Fund’s current monthly contribution amount.
- Collateral: Under the A&R CDA, the Funds maintain their first lien on existing first priority collateral. The Funds allowed the secured parties under the
Series A Notes and Series B Notes (as each are defined and described above) a second lien behind the secured parties to the credit agreement on certain
properties and the Funds had a third lien on such collateral. However, under the Second A&R CDA, such third lien on certain properties was released on the
collateral release date upon the occurrence of events specified therein.
Series B Convertible Senior Secured Notes
On July 22, 2011, we issued $100.0 million of our Series B Notes that bear interest at a stated rate of 10.0% per year and mature on March 31, 2015. Interest
is payable on a semiannual basis in arrears only in-kind through the issuance of additional Series B Notes. As of December 31, 2014 and 2013, respectively,
there was $17.7 million and $69.2 million in aggregate principal amount of Series B Notes outstanding, after giving effect to the payment in-kind of interest
on the Series B Notes.
The Series B Notes are convertible into our common stock, at any time at the conversion price per share of approximately $18.5334 and a conversion rate of
53.9567 common shares per $1,000 of the Series B Notes (such conversion price and conversion rate applying also to the Series B Notes make whole
premium). Upon conversion, holders of Series B Notes will not receive any cash payment representing accrued and unpaid interest; however, such holders
will receive a make whole premium, equal to the total amount of interest received if the notes were held to their maturity, paid in shares of our common stock
for the Series B Notes that were converted. See “Conversions” section below for additional details regarding conversions on our Series B Notes.
As of December 31, 2014, the effective conversion price and conversion rate for Series B Notes (after taking into account the make whole premium) was
$17.6462 and 56.6695 common shares per $1,000 of Series B Notes, respectively.
The holders of the Series B Notes are entitled to vote with our common stock on an as-converted-to-common-stock-basis, provided that, such number of votes
shall be limited to 0.0594 votes for each such share of common stock on an as-converted-to-common-stock-basis.
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As discussed in the “2014 Financing Transactions” note, we amended the indenture governing our Series B Notes to eliminate substantially all of the
restrictive covenants, certain events of default and other related provisions contained in the indenture and to release and discharge the liens on the collateral
securing the Series B Notes. As of December 31, 2014, the Series B Notes indenture contained customary covenants limiting, among other things, our and our
restricted subsidiaries’ ability to:
•
•
•
•
•
•
•

pay dividends or make certain other restricted payments or investments;
incur additional indebtedness and issue disqualified stock or subsidiary preferred stock;
create liens on assets;
sell assets;
merge, consolidate, or sell all or substantially all of our or the guarantors’ assets;
enter into certain transactions with affiliates; and
create restrictions on dividends or other payments by our restricted subsidiaries.

Amended and Restated Credit Agreement
- Overview: Our prior amended and restated credit agreement provided for a term loan in an aggregate principal amount of $307.4 million and a letter of
credit facility of up to $437.0 million. As discussed in the “2014 Financing Transactions” footnote, we extinguished the Prior Term Loan on February 13,
2014. Certain material provisions of the amended and restated credit agreement are summarized below:
- Interest and Fees: After giving effect to the November 2013 amendment, the Prior Term Loan, at our option, bore interest at either (x) 6.00% in excess of
the alternate base rate (i.e., the greater of the prime rate and the federal funds effective rate in effect on such day plus 1/2 of 1%) in effect from time to time,
or (y) 7.00% in excess of the London interbank offer rate (adjusted for maximum reserves). The London interbank offer rate was subject to a floor of 3.50%
and the alternate base rate was subject to a floor of the then-applicable London interbank offer rate plus 1.0%. The stated interest rate floor of 10.0% was in
effect since issuance.
Issued but undrawn letters of credit were subject to a participation fee equal to 8.00% of the average daily amount of letter of credit exposure. Any
commitment available to be used to issue letters of credit was subject to a commitment fee of 8.00% of the average daily unused commitment. Letters of
credit were subject to a 1% fronting fee or as mutually agreed between the Company and the applicable issuing bank.
Prior ABL Facility
- Overview: Our Prior ABL Facility provided for a $175.0 million ABL first-out delayed draw term loan facility (the “Term A Facility”) and a $225.0 million
ABL last-out term loan facility (the “Term B Facility”). As discussed in the “2014 Financing Transactions” footnote, we extinguished the Prior ABL Facility
on February 13, 2014. Certain material provisions of the amended and restated credit agreement are summarized below:
- Availability: The aggregate amount available under the Prior ABL Facility was subject to a borrowing base equal to 85% of Net Eligible Receivables, plus
100% of the portion of the Prior ABL Facility that was cash collateralized, minus reserves established by the Agent in its permitted discretion.
- Interest and Fees: After giving effect to the amendment to the prior ABL Facility on November 12, 2013 (described below), interest on outstanding
borrowings was payable at a rate per annum equal to the reserve adjusted LIBOR rate (which is the greater of the adjusted LIBOR rate and 1.50%) or the
“ABR Rate” (which was the greatest of the applicable prime rate, the federal funds rate plus 0.5%, and the LIBOR rate plus 1.0%) plus an applicable margin,
which, for loans under the Term A Facility were equal to 7.50% for LIBOR rate advances and 6.50% for ABR Rate advances, and for loans under the Term B
Facility were equal to 10.25% for LIBOR rate advances and 9.25% for ABR Rate advances. We were required to pay a commitment fee equal to 7.50% per
annum on the average daily unused portion of the commitment in respect of the Term A Facility.
Pursuant to the terms of the Prior ABL Facility, we were required to deposit an aggregate amount equal to $90.0 million into escrow accounts to secure our
obligations under the Prior ABL Facility, which amounts we expected to remain in escrow for the term of the Prior ABL Facility; this amount is included in
“Restricted amounts held in escrow,” a current asset on the Consolidated Balance Sheet, which includes accrued interest.
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Series A Convertible Senior Secured Notes
On July 22, 2011, we issued $140.0 million in aggregate principal of our Series A Notes that bore interest at a stated rate of 10% per year and was set to
mature on March 31, 2015. Interest was payable on a semiannual basis in arrears only in-kind through the issuance of additional Series A Notes. As discussed
in the “2014 Financing Transactions” footnote, on February 13, 2014, the Company deposited approximately $89.6 million (including accrued interest) with
the trustee in order to fund the redemption of the remaining Series A Notes, thereby discharging the indenture governing the Series A Notes. The Company
used the cash deposited with the trustee to redeem its Series A Notes on August 5, 2014. There were no conversions at any time of our Series A Notes.
6% Convertible Senior Notes
On February 11, 2010, we entered into a note purchase agreement with certain investors pursuant to which such investors agreed, subject to the terms and
conditions set forth therein, to purchase up to $70 million of our 6% Notes. The outstanding 6% Notes were paid at maturity on February 15, 2014. These 6%
Notes bore interest at 6% which was payable on February 15 and August 15 of each year. There were no conversions of our 6% Notes.
Total Debt Outstanding

As of December 31, 2014 (in millions)

Term Loan

Par Value

$

Book
Value

Discount

693.0

$

(5.7)

$

Stated
Interest Rate

687.3

Effective
Interest Rate

8.25%

8.45%

N/A

N/A

10.0%

25.6%

ABL Facility(a)

—

Series B Notes

17.7

(0.6)

17.1

Secured Second A&R CDA

47.0

—

47.0

3.3-18.3%

7.3%

Unsecured Second A&R CDA

73.2

—

73.2

3.3-18.3%

7.3%

285.1

—

285.1

10.0-18.2%

12.0%

0.2

—

0.2

Lease financing obligations
Other
Total debt

$

Current maturities of Term Loan

$

Current maturities of Series B Notes

1,116.2
(7.0)

—

—

$

(6.3)

$

$

—

$

1,109.9
(7.0)

(17.7)

0.6

(17.1)

Current maturities of lease financing obligations

(6.8)

—

(6.8)

Current maturities of other

(0.2)

—

(0.2)

Long-term debt

$

1,084.5

$

(5.7)

$

1,078.8

(a) As of December 31, 2014, the borrowing base and availability on our ABL Facility were $445.5 million and $71.2 million, respectively. The availability is calculated in accordance with the

terms of the ABL Facility and is derived by reducing the borrowing base by our $374.3 million of outstanding letters of credit as of December 31, 2014. The amount which is actually able to be
drawn is limited by certain financial covenants in the ABL Facility to $27.1 million.
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As of December 31, 2013 (in millions)

Premium/
(Discount)

Par Value

Prior Term Loan

$

298.1

—%

(2.1)

102.9

8.50%

15.8%

219.9

(3.9)

216.0

11.25%

15.0%

177.8

(17.8)

160.0

10.00%

18.3%

Series B Notes

69.2

(10.5)

58.7

10.00%

25.6%

6% Notes

69.4

(1.1)

68.3

6.00%

15.5%

A&R CDA

124.2

(0.2)

124.0

3.25-18.25%

7.3%

Lease financing obligations

297.5

—

297.5

10.0-18.2%

11.9%

0.2

—

0.2

105.0

Series A Notes

Other
Total debt

$

1,361.3

Current maturities of lease financing obligations

$

2.1

(8.4)

Current maturities of other
$

1,352.7

$

1,363.4

—

(0.2)

Long-term debt

$

Effective
Interest Rate

10.00%

Term B Facility (capacity $219.9, borrowing base
$219.9, availability $0.0)

37.7

Stated
Interest Rate

335.8

Term A Facility (capacity $175.0, borrowing base
$156.5, availability $51.5)*

$

Book
Value

(8.4)

—
$

2.1

(0.2)
$

1,354.8

*The effective interest rate on the Term A Facility is calculated based upon the capacity of the facility and not the par value.

Conversions
As of December 31, 2014, there was $17.7 million in aggregate principal amount of Series B Notes outstanding that was convertible into approximately
982,000 shares of our common stock (after taking into account the make whole premium). As of December 31, 2014, the effective conversion price and
conversion rate for Series B Notes (after taking into account the make whole premium) was $17.6462 and 56.6695 common shares per $1,000 of Series B
Notes, respectively.
As discussed in the “2014 Financing Transactions” footnote, on January 31, 2014, certain holders of our Series B Notes exchanged their outstanding balances
as part of an exchange agreement. Not including the exchanges made as part of our 2014 Financing Transactions, during the year ended December 31, 2014,
$1.2 million of aggregate principal amount of Series B Notes converted into 75,900 shares of our common stock. Upon conversion, we recorded $0.4 million
of additional interest expense representing the $0.2 million make whole premium and $0.2 million of accelerated amortization of the discount on Series B
Notes converted. There were no conversions of our Series B Notes from December 31, 2014 through February 13, 2015.
Maturities
The principal maturities over the next five years and thereafter of total debt as of December 31, 2014 was as follows:
(in millions)

2015

Term Loan

$

Second A&R CDA

Series B
Notes (a)

Lease Financing
Obligations (b)

Total

— $

— $

2016

7.0

—

—

—

2017

7.0

—

—

—

2018

7.0

—

—

—

2019

665.0

—

120.2

—

6.4

—

—

—

—

243.1

—

120.2 $

17.7 $

285.1 $

0.2 $

Total

$

693.0 $

— $

17.7 $

Other

7.0 $

Thereafter

(a)
(b)

ABL Facility

6.8 $

— $

31.5

8.1

—

15.1

9.6

—

16.6

11.1

0.2

18.3

—

791.6
243.1
1,116.2

The Series B Notes exclude $0.4 million of in-kind interest payments that will be payable when the notes are redeemed.
Lease financing obligations subsequent to 2018 of $243.1 million represent principal cash obligations of $15.3 million and the estimated net book value of the underlying assets at the
expiration of their associated lease agreements of $227.8 million.
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Fair Value Measurement
The book value and estimated fair values of our long-term debt, including current maturities and other financial instruments, are summarized as follows:
December 31, 2014
(in millions)

Book Value

Term Loan

$

Fair Value

687.3

Prior Term Loan

$

—

Prior ABL Facility
Series A Notes and Series B Notes
Lease financing obligations
Other
$

Book Value

685.4

$

Fair Value

—

$

—

—

335.8

289.2

—

—

318.9

326.1

17.1

17.7

218.7

225.8

285.1

282.2

297.5

297.5

120.4

Total debt

December 31, 2013

1,109.9

119.1
$

1,104.4

192.5
$

1,363.4

179.8
$

1,318.4

The fair values of the Term Loan, ABL Facility, Prior Term Loan, the Prior ABL Facility, Series A Notes, Series B Notes, 6% Notes (included in “Other”
above), Secured and Unsecured A&R CDA (included in “Other” above), and A&R CDA (included in “Other “ above) were estimated based on observable
prices (level two inputs for fair value measurements). The fair value of the lease financing obligations is estimated using a publicly traded secured loan with
similar characteristics (level three input for fair value measurement).

9. Liquidity
For a description of our outstanding debt as of December 31, 2014, please refer to the “Debt and Financing” footnote to our consolidated financial statements.
Credit Facility Covenants
On February 13, 2014, we completed our 2014 Financing Transactions and refinanced the debt associated with our prior credit facilities. We entered into a
Term Loan credit agreement with new financial covenants that, among other things, restricts certain capital expenditures and requires us to maintain a
maximum total leverage ratio (defined as Consolidated Total Debt divided by Consolidated Adjusted EBITDA as defined below).
On September 25, 2014, the Company entered into the Credit Agreement Amendment which, among other things, adjusted the maximum permitted total
leverage ratio through December 31, 2016 and increased the applicable interest rate over the same period.
The Credit Agreement Amendment resets the total maximum leverage ratio covenants as follows:

Four Consecutive Fiscal Quarters Ending

Maximum Total
Leverage Ratio

Four Consecutive Fiscal Quarters Ending

Maximum Total
Leverage Ratio

December 31, 2014

5.25 to 1.00

September 30, 2016

3.75 to 1.00

March 31, 2015

5.00 to 1.00

December 31, 2016

3.50 to 1.00

June 30, 2015

4.75 to 1.00

March 31, 2017

3.25 to 1.00

September 30, 2015

4.50 to 1.00

June 30, 2017

3.25 to 1.00

December 31, 2015

4.25 to 1.00

September 30, 2017

3.25 to 1.00

March 31, 2016

4.00 to 1.00

December 31, 2017 and thereafter

3.00 to 1.00

June 30, 2016

3.75 to 1.00

Upon effectiveness of the Credit Agreement Amendment, each consenting lender received a fee equal to 0.25% of their outstanding exposure, resulting in
$1.7 million of fees paid in 2014. These fees have been included in ‘Other Assets’ on the consolidated balance sheet and will be amortized over the remaining
life of the Term Loan.
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Consolidated Adjusted EBITDA, defined in our Credit Agreement Amendment as “Consolidated EBITDA,” is a measure that reflects our earnings before
interest, taxes, depreciation, and amortization expense, and is further adjusted for, among other things, letter of credit fees, equity-based compensation
expense, net gains or losses on property disposals and certain other items, including restructuring professional fees, expenses associated with certain lump
sum payments to our IBT employees and the results of permitted dispositions and discontinued operations. Consolidated Total Debt, as defined in our Credit
Agreement Amendment, is the aggregate principal amount of indebtedness outstanding. Our total leverage ratio for the year ending December 31, 2014 was
4.57 to 1.00.
In the event that we fail to comply with any Term Loan covenant or any ABL Facility covenant, we would be considered in default, which would enable
applicable lenders to accelerate the repayment of amounts outstanding, require the cash collateralization of letters of credit (in the case of the ABL Facility)
and exercise remedies with respect to collateral and we would need to seek an amendment or waiver from the applicable lender groups. In the event that our
lenders under our Term Loan or ABL Facility demand payment or cash collateralization (in the case of the ABL Facility), we will not have sufficient cash to
repay such indebtedness. In addition, a default under our Term Loan or ABL Facility or the applicable lenders exercising their remedies thereunder could
trigger cross-default provisions in our other indebtedness and certain other operating agreements. Our ability to amend our Term Loan or our ABL Facility or
otherwise obtain waivers from the applicable lenders depends on matters that are outside of our control and there can be no assurance that we will be
successful in that regard.
Risk and Uncertainties Regarding Future Liquidity
Our principal sources of liquidity are cash and cash equivalents, available borrowings under our ABL Facility and any prospective net operating cash flows
from operations. As of December 31, 2014, we had cash and cash equivalents and amounts able to be drawn on our ABL Facility totaling $198.2 million. The
amount which is actually able to be drawn on our ABL Facility is limited by certain financial covenants in the ABL Facility.
Our principal uses of cash are to fund our operations, including making contributions to our single-employer pension plans and our multi-employer pension
funds, and to meet our other cash obligations including, but not limited to, paying cash interest and principal on our funded debt, payments on our equipment
leases, letter of credit fees under our credit facilities and funding capital expenditures.
Our ABL Facility credit agreement, among other things, restricts certain capital expenditures and requires that the Company, in effect, maintain availability of
at least 10% of the lesser of the aggregate amount of commitments from all lenders or the borrowing base.
We have a considerable amount of indebtedness. As of December 31, 2014, we had $1,116.2 million in aggregate par value of outstanding indebtedness, the
majority of which matures in 2019. We also have a considerable amount of future funding obligations for our single-employer pension plans and the multiemployer pension funds. We expect our funding obligations for 2015 for our single-employer pension plans and multi-employer pension funds will be $60.3
million and $91.6 million, respectively. In addition, we also have, and will continue to have, substantial operating lease obligations. As of December 31,
2014, our operating lease obligations for 2015 are $63.6 million. As of December 31, 2014, our operating lease obligations through 2025 totaled $194.5
million and is expected to increase as we lease additional revenue equipment.
Our capital expenditures for the years ended December 31, 2014 and 2013 were $69.2 million and $66.9 million, respectively. These amounts were
principally used to fund replacement engines and trailer refurbishments for our revenue fleet, capitalized costs for our network facilities and technology
infrastructure. Additionally, for the year ended December 31, 2014, we entered into new operating lease commitments for revenue equipment totaling $65.0
million, with such payments to be made over the average lease term of 5 years. In light of our operating results over the past few years and our liquidity
needs, we have deferred certain capital expenditures and expect to continue to do so in the future. As a result, the average age of our fleet is increasing, which
may affect our maintenance costs and operational efficiency unless we are able to obtain suitable lease financing to meet our replacement equipment needs.
We believe that our results of operations will provide sufficient liquidity to fund our operations and meet the covenants under our Term Loan for at least the
next twelve months.
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Our ability to satisfy our liquidity needs and meet future stepped-up covenants beyond the next twelve months is primarily dependent on improving our
profitability. Improvements to our profitability primarily include continued successful implementation and realization of productivity and efficiency initiatives
including those identified in the modified labor agreement as well as pricing and safety improvements. Some of these are outside of our control.
In the event our operating results indicate we will not meet our maximum total leverage ratio, we will take action to improve our maximum total leverage
ratio which will include paying down our outstanding indebtedness with either cash on hand or with cash proceeds from equity issuances. The issuance of
equity is outside of our control and there can be no assurance that we will be able to issue additional equity at terms that are agreeable to us or that we would
have sufficient cash on hand to meet the maximum total leverage ratio.

10. Stock Compensation Plans
We reserved 5.0 million shares for issuance to key management personnel and directors under the 2011 amended and restated long-term incentive and equity
award plan. As of December 31, 2014, 3.1 million shares remain available for issuance under this plan. The plan permits the issuance of restricted stock and
share units, as well as options, stock appreciation rights, and performance stock and performance stock unit awards. Awards under the plan can be satisfied in
cash or shares at the discretion of the Board of Directors. According to the plan provisions, the share units provide the holders the right to receive one share of
our Common Stock upon vesting of one share unit. The plan requires the exercise price of any option granted to equal the closing market price of our
Common Stock on the date of grant.
Stock Options
On March 1, 2010, we formalized the Second Union Employee Option Plan that provided for a grant of up to 31,000 options, including the effect of the
reverse stock split, to purchase our Common Stock at an exercise price equal to $3,600.00 per share, of which all have been granted. As a part of the union
wage reduction, we agreed to award a certain equity interest to all effected union employees. These options vested immediately, will expire 10 years from the
grant date, and were exercisable upon shareholder approval, which was received on June 29, 2010, at our annual shareholder meeting. There has been no
activity in these stock options for the years ended December 31, 2014, 2013 and 2012.
The following table summarizes information about stock options outstanding as of December 31, 2014:

Options Outstanding

Range of exercise prices

$3,600 - $325,950

Shares
(in thousands)

33

Weighted Average
Remaining Contractual
Term (in years)

5.17 $

Options Exercisable

Weighted Average
Exercise price

3,661.03 $

Aggregate
Intrinsic Value

Shares
(in thousands)

—

Restricted Stock
A summary of the activity of our nonvested restricted stock and share unit awards is presented in the following table:
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Weighted Average
Exercise price

33 $

3,661.03 $

Aggregate
Intrinsic Value

—
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Shares
(in thousands)

Weighted Average
Grant-Date Fair Value

Unvested at December 31, 2011

270

11.60

Granted

586 $

11.34

Vested

(21)

8.85

Forfeited

(83)

11.63

Unvested at December 31, 2012

752 $

11.47

Granted

429

6.24

Vested

(405)

10.27

Forfeited

(118)

10.54

Unvested at December 31, 2013

658 $

8.96

Granted

975

15.83

Vested

(564)

13.33

(26)

15.38

1,043 $

12.86

Forfeited
Unvested at December 31, 2014

The intrinsic value of unvested shares as of December 31, 2014 was $23.5 million. We recognize expense on a straight-line basis over the vesting term. The
vesting provisions for the restricted stock and share unit awards and the related number of shares granted during the year ended December 31 are as follows:

Shares (in thousands)
Vesting Terms

2014

50% immediately and 50% on the 1 year anniversary of the grant date

2013

2012

456

187

50% on the 1 year anniversary of the grant date and 50% on the 2 year anniversary
of the grant date

—

150

—

25% per year for four years

39

56

501

25% immediately and 25% on each employment anniversary thereafter

—

18

—

100% immediately

21

5

—

100% on February 20, 2013

—

—

72
13

33.3% immediately and 33.3% per year thereafter on the
anniversary of the grant date

—

—

13

20% on February 28, 2015, 60% on July 31, 2015 and 20% on February 28, 2016

459

—

—

Total restricted stock and share units granted

975

429

586

As of December 31, 2014 and 2013, there was $5.1 million and $4.8 million, respectively, of unrecognized compensation expense related to nonvested sharebased compensation arrangements. That expense is expected to be recognized over a weighted-average period of 1.1 years. The fair value of nonvested shares
is determined based on the closing trading price of our shares on the grant date. The fair value of shares vested during the year ended December 31, 2014 was
$12.2 million. The fair value of shares vested during the years ended December 31, 2013 and 2012 was not significant.
The outstanding awards under our stock compensation plans provide dividend participation features and are considered participating securities in our earnings
per share calculation.

11. Income Taxes
We use the asset and liability method to reflect income taxes on our financial statements, pursuant to ASC 740, “Income Taxes” (“ASC 740”). We recognize
deferred tax assets and liabilities by applying enacted tax rates to the differences between the carrying value of existing assets and liabilities and their
respective tax basis and to loss carryforwards. Tax credit carryforwards are recorded as deferred tax assets. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in income in the period that the change occurs. We assess the validity of deferred tax assets and loss and tax credit
carryforwards and provide
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valuation allowances when we determine it is more likely than not that such assets, losses, or credits will not be realized. We have not recognized deferred
taxes relative to foreign subsidiaries’ earnings that are deemed to be permanently reinvested. Any related taxes associated with such earnings are not material.
Deferred tax liabilities (assets) were comprised of the following at December 31:
(in millions)

2014

Depreciation

$

2013

259.6 $

295.2

Deferred revenue

14.7

17.2

Intangibles

22.3

29.5

Gain on debt redemption

51.3

64.3

Other

87.0

54.7

434.9

460.9

Claims and insurance

Deferred tax liabilities

(168.8)

(169.2)

Net operating loss carryforwards

(316.4)

(329.1)

Employee benefit accruals

(273.8)

(237.9)

Other

(169.0)

(176.7)

(928.0)

(912.9)

494.5

454.1

(433.5)

(458.8)

Deferred tax assets
Valuation allowance
Net deferred tax assets
$

Net deferred tax liability

1.4 $

2.1

The net deferred tax liability of $1.4 million and $2.1 million as of December 31, 2014 and 2013, respectively, is included as separate line items in the
accompanying balance sheets. Current income tax receivable was $4.5 million and $20.1 million as of December 31, 2014 and 2013, respectively, and is
included in “Prepaid expenses and other” in the accompanying balance sheets.
The Company has carried back the 2014 federal taxable loss to the extent allowed and expects refunds of $7.6 million. As of December 31, 2014, the
Company has remaining federal Net Operating Loss carryforwards of approximately $697.5 million, of which, an estimated $234.7 million will not be
utilized due to limitations imposed by the Internal Revenue Code regarding the use of tax attributes following deemed ownership changes that occurred in
July, 2011, in July, 2013 and in January, 2014. These carryforwards expire between 2028 and 2034 if not used. As of December 31, 2014, the Company has
foreign tax credit and other credit carryforwards of approximately $13.5 million, none of which will likely be utilized due to the Internal Revenue Code
limitations described above, and which will expire between 2015 and 2018 if not used.
As of December 31, 2014 and 2013, a valuation allowance of $494.5 million and $454.1 million has been established for deferred tax assets because, based
on available sources of future taxable income, it is more likely than not that those assets will not be realized.
A reconciliation between income taxes at the federal statutory rate and the consolidated effective tax rate follows:
2014

2013

2012

Federal statutory rate

35.0 %

35.0 %

35.0 %

State income taxes, net

(4.9)%

(2.4)%

(1.8)%

1.4 %

(0.1)%

2.6 %

Foreign tax rate differential
Permanent differences
Valuation allowance
Benefit from intraperiod tax allocation under ASC 740
Net (increase) decrease in unrecognized tax benefits
Benefit from settlement of Tax Court litigation
Other, net (including prior year return to provision)
Effective tax rate
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(6.4)%

2.0 %

8.6 %

(31.9)%

(30.9)%

(39.8)%

—%

32.2 %

—%

17.8 %

0.6 %

(1.7)%

1.6 %

—%

6.4 %

6.6 %

(1.0)%

0.6 %

19.2 %

35.4 %

9.9 %
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The income tax provision (benefit) consisted of the following:
(in millions)

2014

2013

2012

Current:
Federal

$

(23.6) $

(14.5) $

(24.0)

3.7

1.4

2.5

State
Foreign

4.0

Current income tax benefit

9.6

2.7

$

(15.9) $

(3.5) $

(18.8)

$

— $

(41.7) $

5.5

—

0.5

Deferred:
Federal
State

—

Foreign

(0.7)

(2.2)

Deferred income tax provision (benefit)

$

(0.2)
(0.2) $

(42.4) $

3.8

Income tax benefit

$

(16.1) $

(45.9) $

(15.0)

$

(106.2) $

(152.8) $

(173.8)

22.4

23.3

22.3

(129.5) $

(151.5)

Based on the income (loss) before income taxes:
Domestic
Foreign
$

Loss before income taxes

(83.8) $

During 2013, the Company recognized $41.7 million of deferred benefit in the Statement of Consolidated Operations and an equal and offsetting deferred tax
expense in other comprehensive income included in the Statement of Consolidated Comprehensive Loss due to the application of intraperiod tax allocation
rules under ASC 740. This allocation has no effect on total tax provision or total valuation allowance.
YRC Worldwide Inc. applies the intraperiod tax allocation rules of ASC 740 to allocate income taxes among continuing operations, discontinued operations,
extraordinary items, other comprehensive income (loss), and additional paid-in capital when it meets the criteria as prescribed in the rule.
Uncertain Tax Positions
A rollforward of the total amount of unrecognized tax benefits for the years ended December 31 is as follows:
(in millions)

2014

Unrecognized tax benefits at January 1

$

2013

27.6 $

29.7

Increases related to:
Tax positions taken during a prior period
Tax positions taken during the current period

11.6

1.3

0.5

0.9

Decreases related to:
Tax positions taken during a prior period

(5.6)

—

Lapse of applicable statute of limitations

(9.9)

(1.2)

Settlements with taxing authorities

(1.1)

(3.1)

23.1 $

27.6

$

Unrecognized tax benefits at December 31

At December 31, 2014 and 2013, there are $11.6 million and $27.6 million of benefits that, if recognized, would affect the effective tax rate. We accrued
interest of $1.1 million and $1.4 million for the years ended December 31, 2014 and 2013 and reversed $11.2
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million and $2.6 million of previously accrued interest on uncertain tax positions during the years ended December 31, 2014 and 2013 for a net reduction of
$10.1 million and $1.2 million for 2014 and 2013. The reversal related primarily to settlements and other favorable resolution of prior uncertain positions.
The total amount of interest accrued for uncertain tax positions is $4.4 million and $14.5 million as of as of December 31, 2014 and 2013. During the year
ended December 31, 2014, we paid tax of $1.6 million and interest of $7.8 million to settle certain state and foreign audits of tax years 2001-08 for certain of
our subsidiaries and we reduced our previously recorded liability for unrecognized tax benefits accordingly. We have not accrued any penalties relative to
uncertain tax positions. We have elected to treat interest and penalties on uncertain tax positions as interest expense and other operating expenses,
respectively.
It is reasonably possible that the existing unrecognized tax benefits may decrease over the next twelve months by as much as $5.9 million as a result of
developments in examinations and/or litigation, or from the expiration of statutes of limitation.
Tax years that remain subject to examination for our major tax jurisdictions as of December 31, 2014:
Statute remains open

2005-2012

Tax years currently under examination/exam completed

2005-2012

Tax years not examined

2013-2014

12. Business Segments
We report financial and descriptive information about our reportable operating segments on a basis consistent with that used internally for evaluating segment
performance and allocating resources to segments. We evaluate performance primarily on operating income and return on invested capital.
Effective April 1, 2010 until its deconsolidation in the first quarter of 2012, the results of Jiayu are reflected in our consolidated results as part of the
Corporate Segment.
We charge management fees and other corporate services to our segments based upon usage or on an overhead allocation basis. Corporate and other operating
losses represent operating expenses of the holding company, including compensation and benefits and professional services for all periods presented.
Corporate identifiable assets primarily refer to cash, cash equivalents, restricted cash and deferred debt issuance costs as well as our investment in JHJ.
Intersegment revenue relates to transportation services between our segments.
Revenue from foreign sources totaled $137.5 million, $139.5 million, and $158.3 million in 2014, 2013 and 2012, respectively, and is mainly derived from
Canada and, to a lesser extent, Mexico. Long-lived assets located in foreign countries totaled $8.7 million, $12.4 million and $14.7 million at December 31,
2014, 2013, and 2012, respectively.
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The following table summarizes our operations by business segment:

(in millions)

Regional
Transportation

YRC Freight

Corporate/Eliminations

Consolidated

2014
External revenue

$

3,237.4

$

1,831.4

$

—

$

Intersegment revenue

—

—

Operating income (loss)

0.5

66.1

(21.1)

45.5

1,462.1

685.7

(162.8)

1,985.0

Identifiable Assets
Acquisition of property and equipment

—

5,068.8
—

(37.0)

(32.2)

—

(69.2)

Proceeds from disposal of property and equipment

23.2

(2.4)

—

20.8

Depreciation and amortization

98.0

65.8

(0.2)

163.6

2013
External revenue

$

3,136.8

Intersegment revenue

$

—

Operating income (loss)

1,513.4

Acquisition of property and equipment
Proceeds from disposal of property and equipment
Depreciation and amortization

$

—

(31.2)

Identifiable Assets

1,728.6

—

$

—

4,865.4
—

79.9

(20.3)

28.4

698.4

(146.9)

2,064.9

(43.4)

(23.3)

(0.2)

(66.9)

6.7

3.0

0.1

9.8

109.1

63.1

0.1

172.3

2012
External revenue

$

3,206.9

Intersegment revenue

—

Operating income (loss)

(37.3)

Identifiable Assets

1,315.4

Acquisition of property and equipment

(47.2)

Proceeds from disposal of property and equipment

$

1,640.4

$

3.2

$

4,850.5

0.2

(0.2)

—

70.0

(8.6)

24.1

745.5

164.6

(19.0)

(0.2)

2,225.5
(66.4)

54.1

(0.2)

(3.5)

50.4

Depreciation and amortization

119.8

63.3

0.7

183.8

Equity investment impairment

—

—

30.8

30.8

13. Shareholders’ Deficit
As discussed in the “2014 Financing Transactions” footnote, on January 31, 2014, we issued 14,333,334 shares of our Common Stock and 583,334 shares of
our Convertible Preferred Stock pursuant to the Stock Purchase Agreements, for an aggregate $250.0 million in cash. On March 14, 2014, the Company held
a special meeting of stockholders at which our stockholders approved amending our Certificate of Incorporation to increase the number of authorized shares
of Common Stock to 95.0 million and to allow an investor involved in the 2014 Financing Transactions to own more than 19.99% of outstanding Common
Stock. Upon approval of these amendments, each outstanding share of Convertible Preferred Stock automatically converted into four shares of Common
Stock and the Company recorded $18.1 million related to the amortization of the beneficial conversion feature on preferred stock on the statements of
consolidated comprehensive income (loss).
The Company designated one of the authorized shares of preferred stock as its Series A Voting Preferred Stock. The Series A Voting Preferred Stock has a $1
liquidation value and entitles the holder to elect two directors to the Company’s Board of Directors. The one share of Series A Voting Preferred Stock was
issued to the IBT on July 22, 2011 in connection with the restructuring. The Series A Voting Preferred Stock was recorded at its liquidation value.
The following reflects the activity in the shares of our preferred and common stock for the years ended December 31:
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Preferred Shares
2014

Beginning balance
Issuance of Common Shares

2013

Common Shares
2012

2014

—

—

—

10,173
14,333

2013

2012

7,976

6,847

—

—

—

583

—

—

—

—

—

(583)

—

—

2,333

—

—

Issuance of equity in exchange for debt

—

—

—

3,471

1,929

1,112

Issuance of equity awards, net

—

—

—

357

268

17

Ending balance

—

—

—

30,667

10,173

7,976

Issuance of Convertible Preferred Shares
Conversion of Preferred Shares to Common Shares

Our amended and restated credit agreement in place as of December 31, 2014, restricts the ability of YRC Worldwide to declare dividends on its outstanding
capital stock.

14. Loss Per Share
We present both basic and diluted EPS amounts. Basic EPS is calculated by dividing net loss by the weighted average number of common shares outstanding
during the year. We calculate earnings per share using the two class method where unvested share-based payment awards that contain non-forfeitable rights to
dividends or dividend equivalents (whether paid or unpaid) are considered participating securities and shall be included in the computation of earnings per
share. The two-class method is an earnings allocation formula that treats a participating security as having rights to earnings that would otherwise have been
available to common shareholders.
In periods with net income, diluted EPS is based upon the weighted average number of common and common equivalent shares outstanding during the year
which is calculated using the treasury stock method for stock options and restricted stock units, the if-converted method for convertible notes, and assumes
conversion of our convertible senior notes based on the related fiscal year financial data. In periods with net loss, diluted EPS uses the same shares as basic
EPS with no consideration of the if-converted method on the numerator.
Given our net loss position for the years ended December 31, 2014, 2013, and 2012, there are no dilutive securities for these periods. Our anti-dilutive
securities for the years ended December 31 are as follows:

2014

Anti-dilutive share and option units

2013

2012

1,072,000

691,000

771,700

—

17,600

17,600

Anti-dilutive Series A Notes

—

5,226,000

4,740,000

Anti-dilutive Series B Notes

982,000

4,219,000

6,149,000

Anti-dilutive 6% Notes

15. Commitments, Contingencies, and Uncertainties
Financial Matters
We incur rental expenses under noncancelable lease agreements for certain buildings and operating equipment. Rental expense is charged to “Operating
expense and supplies” or “Purchased transportation” on the accompanying statements of operations. Rental expense was $98.7 million, $76.0 million and
$78.0 million for the years ended December 31, 2014, 2013 and 2012, respectively.
At December 31, 2014, we were committed under noncancelable lease agreements requiring minimum annual rentals payable as follows:
(in millions)

Minimum annual rentals

2015

$

2016

63.6 $

2017

43.6 $

82

2018

35.3 $

2019

23.0 $

Thereafter

11.3 $

17.7
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We expect in the ordinary course of business that leases will be renewed or replaced as they expire. The leases provide for fixed and escalating rentals and
contingent escalating rentals based on the Consumer Price Index not to exceed certain specified amounts. We record rent expense for our operating leases on a
straight-line basis over the base term of the lease agreements.
As of December 31, 2014, we have $8.3 million committed for capital expenditures to be completed during 2015.
Bryant Holdings Securities Litigation
On February 7, 2011, a putative class action was filed by Bryant Holdings LLC in the U.S. District Court for the District of Kansas on behalf of purchasers of
our common stock between April 24, 2008 and November 2, 2009, inclusive (the “Class Period”), seeking damages under the federal securities laws for
statements and/or omissions allegedly made by us and the individual defendants during the Class Period which plaintiffs claimed to be false and misleading.
The individual defendants are former officers of our Company. No current officers or directors were named in the lawsuit. The parties participated in
voluntary mediation between March 11, 2013 and April 15, 2013. The mediation resulted in the execution of a mutually acceptable settlement agreement by
the parties, which agreement remains subject to approval by the court. Court approval cannot be assured. Substantially all of the payments contemplated by
the settlement will be covered by our liability insurance. The self-insured retention on this matter has been accrued.
On August 19, 2013, the Court entered an Order denying plaintiffs’ Motion for Preliminary Approval of the Settlement. Plaintiffs filed an Amended Motion
for Preliminary Approval and, on November 18, 2013, the Court denied that Motion. Each denial was based primarily on deficiencies that the Court
perceived in the plan that plaintiffs proposed for allocation of the settlement proceeds among class members. On February 18, 2014, plaintiffs filed a Second
Amended Motion for Preliminary Approval. On February 11, 2015, the Court denied Plaintiffs’ Second Amended Motion for Preliminary Approval, based
primarily on deficiencies that the Court perceived in the evidence plaintiffs submitted to show compliance with the procedural requirements for certifying a
settlement class, including appropriate procedures regarding notice to the settlement class. The Court ordered Plaintiffs to show cause, by February 20, 2015,
why Plaintiffs’ individual claims should not be set for trial beginning July 13, 2015.
Other Legal Matters
We are involved in other litigation or proceedings that arise in ordinary business activities. When possible, we insure against these risks to the extent we deem
prudent, but no assurance can be given that the nature or amount of such insurance will be sufficient to fully indemnify us against liabilities arising out of
pending and future legal proceedings. Many of these insurance policies contain self-insured retentions in amounts we deem prudent. Based on our current
assessment of information available as of the date of these financial statements, we believe that our financial statements include adequate provisions for
estimated costs and losses that may be incurred within the litigation and proceedings to which we are a party.

16. Related Party Transactions
On February 20, 2013, we entered into an Advisory Agreement with MAEVA Group, LLC (“MAEVA”), a company owned and controlled by Harry J. Wilson
and of which Mr. Wilson is Chairman and CEO. Mr. Wilson served until March 2, 2014 as a director of the Company appointed by the IBT pursuant to its
rights as a holder of the Series A Voting Preferred Stock and was not an independent director of the Company. Under the Advisory Agreement MAEVA
provided advisory, analytical, consulting and other services to us in connection with one or more potential transactions and/or other strategic initiatives.
We paid MAEVA a $5.5 million completion fee in January 2014 in connection with the completion of the 2014 Financing Transactions. Additionally in
February 2014, we paid MAEVA an incremental fee of $3.5 million in recognition of its critical role and performance in designing and leading a series of
highly complicated, challenging and interdependent transactions that were critical to the Company’s 2014 Financing Transactions. The term of the Advisory
Agreement was extended for the first two months of 2014 in connection with the implementation of the 2014 Financing Transactions. Our entry into the
Advisory Agreement and the fees paid to MAEVA in connection with the 2014 Financing Transactions were approved by the independent members of the
board.
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Report of Independent Registered Public Accounting Firm
The Board of Directors and Shareholders
YRC Worldwide Inc.:
We have audited the accompanying consolidated balance sheets of YRC Worldwide Inc. and subsidiaries (the Company) as of December 31, 2014 and 2013,
and the related consolidated statements of operations, comprehensive loss, shareholders’ deficit, and cash flows for each of the years in the three-year period
ended December 31, 2014. These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these consolidated financial statements based on our audits.
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of YRC Worldwide Inc.
and subsidiaries as of December 31, 2014 and 2013, and the results of their operations and their cash flows for each of the years in the three-year period
ended December 31, 2014, in conformity with U.S. generally accepted accounting principles.
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), YRC Worldwide Inc.’s internal
control over financial reporting as of December 31, 2014, based on criteria established in Internal Control - Integrated Framework (2013) issued by the
Committee of Sponsoring Organizations of the Treadway Commission (COSO), and our report dated February 20, 2015 expressed an unqualified opinion on
the effectiveness of the Company’s internal control over financial reporting.
/s/ KPMG LLP
Kansas City, Missouri
February 20, 2015
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Report of Independent Registered Public Accounting Firm
The Board of Directors and Shareholders
YRC Worldwide Inc.:
We have audited YRC Worldwide Inc.’s internal control over financial reporting as of December 31, 2014, based on criteria established in Internal Control Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). YRC Worldwide Inc.’s
management is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal control
over financial reporting, included in the accompanying Management’s Report on Internal Control over Financial Reporting appearing under Item 9A of the
December 31, 2014 annual report on Form 10-K. Our responsibility is to express an opinion on YRC Worldwide Inc.’s internal control over financial
reporting based on our audit.
We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all material
respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audit also included performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect
the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance
with the policies or procedures may deteriorate.
In our opinion, YRC Worldwide Inc. maintained, in all material respects, effective internal control over financial reporting as of December 31, 2014, based on
criteria established in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO).
We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated balance sheets
of YRC Worldwide Inc. and subsidiaries as of December 31, 2014 and 2013, and the related consolidated statements of operations, comprehensive loss,
shareholders’ deficit, and cash flows for each of the years in the three-year period ended December 31, 2014, and our report dated February 20, 2015
expressed an unqualified opinion on those consolidated financial statements.
/s/ KPMG LLP
Kansas City, Missouri
February 20, 2015
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
Not applicable.
Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures
As required by Exchange Act, we maintain disclosure controls and procedures designed to ensure that information we are required to disclose in reports that
we file or submit under the Exchange Act, is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and
forms. Our disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information we are required to
disclose in reports that we file or submit under the Exchange Act is accumulated and communicated to our management, including our principal executive
and principal financial officers, as appropriate to allow timely decisions regarding required disclosure. Our management, with the participation of our
principal executive and financial officers, has evaluated our disclosure controls and procedures as of December 31, 2014 and has concluded that our
disclosure controls and procedures were effective as of December 31, 2014.
Management’s Report on Internal Control Over Financial Reporting
The Company’s management is responsible for establishing and maintaining effective internal control over our financial reporting, which is designed to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles.
Our management assessed the effectiveness of our system of internal control over financial reporting as of December 31, 2014 based on the framework
established in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission
Based on its assessment using those criteria, our management concluded that, as of December 31, 2014, our system of internal control over financial reporting
was effective.
KPMG LLP, the independent registered public accounting firm that audited our December 31, 2014 consolidated financial statements, has issued an audit
report on our system of internal control over financial reporting. The KPMG LLP audit report is included herein.
Changes in Internal Control Over Financial Reporting
There were no changes in our internal control over financial reporting that occurred during the fiscal quarter ended December 31, 2014 that have materially
affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting.
Item 9B. Other Information
None.
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PART III
Item 10. Directors and Executive Officers of the Registrant
Pursuant to General Instruction G to Form 10-K, the information required by this item, other than information regarding (i) our executive officers, which is
incorporated by reference to Part I of this Form 10-K under the heading “Executive Officers of the Registrant,” and (ii) our code of ethics, which is described
below and titled the “Code of Business Conduct,” is included under the captions “Directors to be Elected by our Stockholders,” “Directors Selected by the
Holder of our Series A Preferred Stock,” “Structure and Functioning of the Board — Audit & Ethics Committee” and “Section 16(a) Beneficial Ownership
Reporting Compliance” in our Proxy Statement related to the 2015 Annual Meeting of Stockholders and is incorporated herein by reference.
Code of Business Conduct
We have adopted a written Code of Business Conduct that applies to all of our directors, officers and employees, including our chief executive officer, chief
financial officer and chief accounting officer. It is available under “Board Committee Charters and Code of Business Conduct” on our website located at
www.yrcw.com. We intend to disclose any amendments to our Code of Business Conduct by posting such information on our website located at
www.yrcw.com, other than technical, administrative or non-substantive amendments, and any waivers, including implicit waivers, from any provision of our
Code of Business Conduct that applies to our principal executive officer, principal financial officer, principal accounting officer or controller, which
information will be disclosed via SEC filing.
Item 11. Executive Compensation
Pursuant to General Instruction G to Form 10-K, the information required by this item is included under the captions “Compensation Committee Interlocks
and Insider Participation,” “Director Compensation,” “Compensation Discussion and Analysis,” “Compensation Committee Report” and “Executive
Compensation” in our Proxy Statement related to the 2015 Annual Meeting of Stockholders and is incorporated herein by reference.
Item 12. Security Ownership of Certain Beneficial Owners and Management
Pursuant to General Instruction G to Form 10-K, the information required by this item is included under the captions “Security Ownership of Management
and Directors,” “Security Ownership of Certain Beneficial Owners” and “Equity Compensation Plan Information” in our Proxy Statement related to the 2015
Annual Meeting of Stockholders and is incorporated herein by reference.
Item 13. Certain Relationships and Related Transactions, and Director Independence
Pursuant to General Instruction G to Form 10-K, the information required by this item is included under the captions “Structure and Functioning of the
Board” and “Certain Relationships and Related Transactions” in our Proxy Statement related to the 2015 Annual Meeting of Stockholders and is incorporated
herein by reference.
Item 14. Principal Accounting Fees and Services
Pursuant to General Instruction G to Form 10-K, the information required by this item is included under the caption “Audit and Audit-Related Fees” in our
Proxy Statement related to the 2015 Annual Meeting of Stockholders and is incorporated herein by reference.
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PART IV
Item 15. Exhibits, Financial Statement Schedules
(a)(1) Financial Statements
The consolidated financial statements of the Company included under Item 8 - Financial Statements and Supplementary Data.
(a)(3) Exhibits
2.1
3.1.1
3.1.2
3.1.3
3.1.4
3.1.5
3.2
4.1

4.2
4.3
4.4.1
4.4.2

4.4.3

Equity Interest Purchase Agreement, dated June 25, 2010, between the Company and CEG Holdings, Inc. (incorporated by reference to Exhibit
2.1 to Quarterly Report on Form 10-Q for the quarter ended June 30, 2010, filed on August 9, 2010, File No. 000-12255).
Amended and Restated Certificate of Incorporation of the Company (incorporated by reference to Exhibit 3.1 to Current Report on Form 8-K,
filed on September 16, 2011, File No. 000-12255).
Certificate of Amendment to the Certificate of Incorporation of the Company reducing the number of authorized shares (incorporated by
reference to Exhibit 3.1 to Current Report on Form 8-K, filed on December 1, 2011, File No. 000-12255).
Certificate of Elimination of Series B Convertible Preferred Stock (incorporated by reference to Exhibit 3.2 to Current Report on Form 8-K, filed
on December 1, 2011, File No. 000-12255).
Certificate of Designations of Series A Voting Preferred Stock (incorporated by reference to Exhibit 3.1 to Current Report on Form 8-K, filed on
July 25, 2011, File No. 000-12255).
Certificate of Amendment of the Certificate of Incorporation of the Company amending the number of authorized capital stock (incorporated by
reference to Exhibit 3.1 to Current Report on Form 8-K, filed on March 17, 2014, File No. 000-12255).
Amended and Restated Bylaws of the Company, adopted as of September 16, 2011 (incorporated by reference to Exhibit 3.2 to Current Report on
Form 8-K, filed on September 16, 2011, File No. 000-12255).
Amended and Restated Certificate of Incorporation of the Company (incorporated by reference to Exhibit 3.1.1 to this Annual Report on Form
10-K), Certificate of Amendment to the Certificate of Incorporation (incorporated by reference to Exhibit 3.1.2 to this Annual Report on Form 10K) and Certificate of Elimination of Series B Convertible Preferred Stock (incorporated by reference to Exhibit 3.1.3 to this Annual Report on
Form 10-K) and Certificate of Amendment to the Certificate of Incorporation (incorporated by reference to Exhibit 3.1.5 to this Annual Report on
Form 10-K.
Amended and Restated Bylaws of the Company (incorporated by reference to Exhibit 3.2 to this Annual Report on Form 10-K).
Certificate of Designations of Series A Voting Preferred Stock (incorporated by reference to Exhibit 3.1.4 to this Annual Report on Form 10-K).
Indenture (including form of note), dated as of July 22, 2011, among the Company, as issuer, the subsidiaries party thereto as guarantors and U.S.
Bank National Association, as trustee, related to the Company’s 10% Series B Convertible Senior Secured Notes due 2015 (incorporated by
reference to Exhibit 10.8 to Quarterly Report on Form 10-Q, for the quarter ended June 30, 2011, filed on August 8, 2011, File No. 000-12255).
Supplemental Indenture dated as of September 14, 2011, among the Company, as issuer, the subsidiaries party thereto as guarantors and U.S.
Bank National Association, as trustee, supplementing the Indenture, dated as of July 22, 2011 (as supplemented and in effect as of the date of the
Supplemental Indenture), relating to the Company’s 10% Series B Convertible Senior Secured Notes due 2015 (incorporated by reference to
Exhibit 4.5.2 to Registration Statement on Form S-1, filed on September 23, 2011, File No. 333-176971).
Third Supplemental Indenture, dated as of January 31, 2014, among the Company, as issuer, the subsidiaries party thereto as guarantors and U.S.
Bank National Association, as trustee, supplementing the Indenture, dated as of July 22, 2011 (as supplemented and in effect as of the date of the
Supplemental Indenture), relating to the Company’s 10% Series B Convertible Senior Secured Notes due 2015 (incorporated by reference to
Exhibit 4.1 to Current Report on Form 8-K, filed on January 31, 2014, File No. 000-12255).

(10) Material Contracts
10.1.1

National Master Freight Agreement, effective April 1, 2008, among the International Brotherhood of Teamsters, YRC Inc. (formerly, Yellow
Transportation, Inc. and Roadway Express, Inc.), USF Holland Inc. and New Penn Motor
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10.1.2
10.1.3
10.1.4
10.1.5

10.2.1

10.2.2

10.2.3

10.2.4

10.3

10.3.1

10.4†

Express, Inc. (incorporated by reference to Exhibit 10.1 to Current Report on Form 8-K, filed on February 11, 2008, File No. 000-12255).
Amended and Restated Memorandum of Understanding on the Job Security Plan, dated July 9, 2009, among the International Brotherhood of
Teamsters, YRC Inc., USF Holland Inc. and New Penn Motor Express, Inc. (incorporated by reference to Exhibit 10.1 to Current Report on Form
8-K, filed on July 14, 2009, File No. 000-12255).
Agreement for the Restructuring of the YRC Worldwide Inc. Operating Companies and related Term Sheet/Proposal (the “Restructuring Plan”),
dated September 24, 2010, among the International Brotherhood of Teamsters, YRC Inc., USF Holland Inc. and New Penn Motor Express, Inc.
(incorporated by reference to Exhibit 10.1 to Current Report on Form 8-K, filed on September 29, 2010, File No. 000-12255).
Certification and Amendment (dated December 31, 2010) and Certification and Second Amendment (dated February 28, 2011) to the
Restructuring Plan Term Sheet (incorporated by reference to Exhibit 10.3.4 to Annual Report on Form 10-K for the year ended December 31,
2010, filed on March 14, 2011, File No. 000-12255).
Extension of the Agreement for the Restructuring of the YRC Worldwide Inc. Operating Companies, dated February 7, 2014, by and among YRC
Inc. (d/b/a YRC Freight), USF Holland Inc., New Penn Motor Express, Inc., USF Reddaway Inc. and the Teamsters National Freight Industry
Negotiating Committee of the International Brotherhood of Teamsters (incorporated by reference to Exhibit 10.1 to Current Report on Form 8-K,
filed on February 10, 2014, File No. 000-12255).
Amended and Restated Contribution Deferral Agreement, dated as of July 22, 2011, among YRC Inc., USF Holland Inc., New Penn Motor
Express, Inc. and USF Reddaway Inc., collectively as primary obligors, the Trustees for the Central States, Southeast and Southwest Areas
Pension Fund, the Wilmington Trust Company, as agent, and the other funds party thereto (incorporated by reference to Exhibit 10.6 to Quarterly
Report on Form 10-Q for the quarter ended June 30, 2011, filed on August 8, 2011, File No. 000-12255).
Consent and First Amendment to the Amended and Restated Contribution Deferral Agreement, dated as of October 17, 2011, among YRC Inc.,
USF Holland Inc., New Penn Motor Express, Inc. and USF Reddaway Inc., collectively as primary obligors, the Trustees for the Central States,
Southeast and Southwest Areas Pension Fund, the Wilmington Trust Company, as agent, and the other funds party thereto (incorporated by
reference to Exhibit 10.8.2 to Annual Report on Form 10-K for the year ended December 31, 2011, filed February 28, 2012, File No. 000-12255).
Consent and Second Amendment to the Amended and Restated Contribution Deferral Agreement, dated as of January 31, 2014, among YRC Inc.,
USF Holland Inc., New Penn Motor Express, Inc. and USF Reddaway Inc., collectively as primary obligors, the Trustees for the Central States,
Southeast and Southwest Areas Pension Fund, the Wilmington Trust Company, as agent, and the other funds party thereto (incorporated by
reference to Exhibit 10.1 to the Current Report on Form 8-K, filed on January 31, 2014, File No. 000-12255).
Letter Agreement, dated as of January 29, 2014 and effective as of January 31, 2014, among Central States, Southeast and Southwest Areas
Pension Fund, YRC, Inc., USF Holland Inc., New Penn Motor Express, Inc., USF Reddaway Inc., as primary obligors, YRC Worldwide Inc., as
primary guarantor, and certain additional guarantors (incorporated by reference to Exhibit 10.2 to Current Report on Form 8-K, filed on January
31, 2014, File No. 000-12255).
Credit Agreement dated as of February 13, 2014, by and among the Company, as borrower, the subsidiaries of the borrower party thereto from
time to time, the lenders from time to time party thereto, and Credit Suisse AG, Cayman Islands Branch, as administrative agent and collateral
agent for the lenders (incorporated by reference to Exhibit 10.10 to the Annual Report on Form 10-K for the year ended December 31, 2013, filed
on March 10, 2014, File No. 000-12255).
Amendment No. 1 to Credit Agreement dated as of September 25, 2014, by and among the Company, as borrower, the subsidiaries of the
borrower party thereto from time to time, the lenders from time to time party thereto, and Credit Suisse AG, Cayman Islands Branch, as
administrative agent and collateral agent for the lenders (incorporated by reference to Exhibit 10.1 to Current Report on Form 8-K, filed on
September 25, 2014, File No. 000-12255).
Loan and Security Agreement, dated as of February 13, 2014, among the Company, as administrative borrower, the other borrowers named
therein, the guarantors named therein, certain financial institutions, as lenders, and RBS Citizens Business Capital a division of RBS Asset
Finance, Inc., a subsidiary of RBS Citizens, N.A., as agent, and RBS Citizens, N.A., Merrill Lynch, Pierce, Fenner & Smith and CIT Finance
LLC, as joint lead arrangers and joint bookrunners (incorporated by reference to Exhibit 10.11 to Annual Report on Form 10-K for the year ended
December 31, 2013, File No. 000-12255).

(10) Management Contracts, Compensatory Plans and Arrangements
10.5.1
10.5.2

YRC Worldwide Inc. Director Compensation Plan, effective August 30, 2011 (incorporated by reference to Exhibit 10.53.1 to Registration
Statement on Form S-1, filed on September 23, 2011, File No. 333-176971).
Form of Director Share Unit Agreement (incorporated by reference to Exhibit 10.53.2 to Registration Statement on Form S-1, filed on September
23, 2011, File No. 333-176971).
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10.5.3
10.5.4
10.6
10.7.1
10.7.2
10.8
10.9.1
10.9.2
10.9.3
10.10.1
10.10.2
10.10.3
10.10.4
10.10.5
10.10.6
10.10.7
10.11
10.12
10.13
10.14
10.15.1
10.15.2

YRC Worldwide Inc. Director Compensation Plan, effective December 13, 2013 (incorporated by reference to Exhibit 10.12.3 to the Annual
Report on Form 10-K for the year ended December 31, 2013, filed on March 10, 2014, File No. 000-12255).
Form of Director Share Unit Agreement for Non-Employee Director under 2013 Director Compensation Plan (incorporated by reference to the
Annual Report on Form 10-K for the year ended December 31, 2013, filed on March 10, 2014, File No. 000-12255).
Form of Indemnification Agreement between the Company and each of its directors and executive officers (incorporated by reference to Exhibit
10.5 to Current Report on Form 8-K, filed on March 15, 2007, File No. 000-12255).
YRC Worldwide Inc. 2011 Incentive and Equity Award Plan (incorporated by reference to Exhibit 99.1 to Registration Statement on Form S-8,
filed on November 30, 2011, File No. 333-178223).
YRC Worldwide Inc. Amended and Restated 2011 Incentive and Equity Award Plan (incorporated by reference to Exhibit 10.7 to Quarterly
Report on Form 10-Q for the quarter ended March 31, 2014, filed on May 1, 2014, File No. 000-12255).
Form of Restricted Stock Agreement under YRC Worldwide Inc. 2011 Incentive and Equity Award Plan (incorporated by reference to Exhibit
10.29 to Annual Report on Form 10-K for the year ended December 31, 2011, filed on February 28, 2012, File No. 000-12255).
YRC Worldwide Inc. Supplemental Executive Pension Plan, effective January 1, 2005 (incorporated by reference to Exhibit 10.1 to Current
Report on Form 8-K, filed on July 25, 2006, File No. 000-12255).
Amendment to YRC Worldwide Inc. Supplemental Executive Pension Plan (incorporated by reference to Exhibit 10.3 to Current Report on Form
8-K, filed on July 8, 2008, File No. 000-12255).
Second Amendment to YRC Worldwide Inc. Supplemental Executive Pension Plan (incorporated by reference to Exhibit 10.30.3 to Annual
Report on Form 10-K for the year ended December 31, 2011, filed February 28, 2012, File No. 000-12255).
Yellow Corporation Pension Plan, amended and restated as of January 1, 2004 (incorporated by reference to Exhibit 10.27 to Annual Report on
Form 10-K for the year ended December 31, 2003, filed on March 15, 2004, File No. 000-12255).
Amendment No. 1 to Yellow Corporation Pension Plan, as amended and restated as of January 1, 2004 (incorporated by reference to Exhibit 10.2
to Quarterly Report on Form 10-Q for the quarter ended September 30, 2005, filed on November 9, 2005, File No. 000-12255).
Amendment No. 2 to Yellow Corporation Pension Plan, as amended and restated as of January 1, 2004 (incorporated by reference to Exhibit
10.28.3 to Annual Report on Form 10-K for the year ended December 31, 2010, filed on March 14, 2011, File No. 000-12255).
Amendment No. 3 to Yellow Corporation Pension Plan, as amended and restated as of January 1, 2004 (incorporated by reference to Exhibit 10.2
to Current Report on Form 8-K, filed on July 8, 2008, File No. 000-12255).
Amendment No. 4 to Yellow Corporation Pension Plan, as amended and restated as of January 1, 2004 (incorporated by reference to Exhibit
10.22.5 to Annual Report on Form 10-K for the year ended December 31, 2008, filed on March 2, 2009, File No. 000-12255).
Amendment No. 5 and Amendment No. 6 to Yellow Corporation Pension Plan, as amended and restated as of January 1, 2004 (incorporated by
reference to Exhibit 10.28.6 to Annual Report on Form 10-K for the year ended December 31, 2009, filed on March 16, 2010, File No. 00012255).
Amendment No. 7 to Yellow Corporation Pension Plan, as amended and restated as of January 1, 2004 (incorporated by reference to Exhibit 10.7
to Quarterly Report on Form 10-Q for the quarter ended June 30, 2010, filed on August 9, 2010, File No. 000-12255).
YRC Worldwide Inc. Non-Union Employee Option Plan (incorporated by reference to Exhibit 10.3 to Current Report on Form 8-K, filed on
January 6, 2009, File No. 000-12255).
YRC Worldwide Inc. Union Employee Option Plan (incorporated by reference to Exhibit 10.25 to Annual Report on Form 10-K for the year
ended December 31, 2008, filed on March 2, 2009, File No. 000-12255).
YRC Worldwide Inc. Second Union Employee Option Plan (incorporated by reference to Exhibit 10.1 to Current Report on Form 8-K, filed on
March 5, 2010, File No. 000-12255).
Form of YRC Worldwide Inc. Cash Performance and Restricted Stock Award Agreement (incorporated by reference to Exhibit 10.1 to Current
Report on Form 8-K, filed on April 3, 2009, File No. 000-12255).
Employment Agreement, dated as of July 22, 2011, between the Company and James L. Welch (incorporated by reference to Exhibit 10.16 to
Quarterly Report on Form 10-Q for the quarter ended June 30, 2011, filed on August 8, 2011, File No. 000-12255).
Amendment No. 1 to Employment Agreement, dated as of October 30, 2012, between the Company and James L. Welch (incorporated by
reference to Exhibit 10.1 to Quarterly Report on Form 10-Q for the quarter ended September 30, 2012, filed on November 2, 2012, File No. 00012255).
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Employment Agreement Cancellation Agreement, dated as of December 30, 2014, between the Company and James L. Welch (incorporated by
reference to Exhibit 10.1 to Current Report on Form 8-K, filed on January 2, 2015, File No. 000-12255).
Employment Agreement, dated as of November 3, 2011, between the Company and Jamie G. Pierson (incorporated by reference to Exhibit 10.46
to Annual Report on Form 10-K for the year ended December 31, 2011, filed on February 28, 2012, File No. 000-12255).
Amendment No. 1 to Employment Agreement, dated as of October 30, 2012, between the Company and Jamie G. Pierson (incorporated by
reference to Exhibit 10.2 to Quarterly Report on Form 10-Q for the quarter ended September 30, 2012, filed on November 2, 2012, File No. 00012255).
Employment Agreement Cancellation Agreement, dated as of December 30, 2014, between the Company and Jamie G. Pierson (incorporated by
reference to Exhibit 10.2 to Current Report on Form 8-K, filed on January 2, 2015, File No. 000-12255).
Escrow Agreement, dated as of November 3, 2011, among the Company, Jamie G. Pierson and BOKF, N.A., as escrow agent (incorporated by
reference to Exhibit 10.47 to Annual Report on Form 10-K for the year ended December 31, 2011, filed on February 28, 2012, File No. 00012255).
General Release and Separation Agreement, dated as of November 21, 2014, between the Company and Michelle A. Friel.
Severance Agreement, dated as of December 30, 2014, between the Company and James L. Welch (incorporated by reference to Exhibit 10.3 to
Current Report on Form 8-K, filed on January 2, 2015, File No. 000-12255).
Severance Agreement, dated as of December 30, 2014, between the Company and Jamie G. Pierson (incorporated by reference to Exhibit 10.4 to
Current Report on Form 8-K, filed on January 2, 2015, File No. 000-12255).
General Release and Separation Agreement, dated as of September 23, 2013, between the Company and Jeffrey A. Rogers (incorporated by
reference to the Annual Report on Form 10-K for the year ended December 31, 2013, filed on March 10, 2014, File No. 000-12255).
Subsidiaries of the Company.
Consent of KPMG LLP, Independent Registered Public Accounting Firm.
Certification of James L. Welch pursuant to Exchange Act Rules 13a-14 and 15d-14, as adopted pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.
Certification of Jamie G. Pierson pursuant to Exchange Act Rules 13a-14 and 15d-14, as adopted pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.
Certification of James L. Welch pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
Certification of Jamie G. Pierson pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

101.INS* XBRL Instance Document
101.SCH* XBRL Taxonomy Extension Schema
101.CAL* XBRL Taxonomy Extension Calculation Linkbase
101.DEF* XBRL Taxonomy Extension Definition Linkbase
101.LAB* XBRL Taxonomy Extension Label Linkbase
101.PRE* XBRL Taxonomy Extension Presentation Linkbase
__________________________
* Indicates documents filed herewith.
† Confidential portions of this exhibit have been filed separately with the SEC pursuant to a request for confidential treatment.
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.
YRC Worldwide Inc.
Date: February 20, 2015

BY: /s/ James L. Welch
James L. Welch
Chief Executive Officer

POWER OF ATTORNEY
Know all people by these presents, that each person whose signature appears below constitutes and appoints James L. Welch and Jamie G. Pierson, and each
of them, his or her true and lawful attorneys-in-fact and agents, with full power of substitution and resubstitution, for him or her and in his or her name, place
and stead, in any and all capacities, to sign any amendments to this annual report on Form 10-K, and to file the same, with all exhibits thereto, with the
Securities and Exchange Commission, granting unto said attorneys-in-fact and agents, and each of them, full power and authority to do and perform each and
every act and thing requisite and necessary to be done in and about the premises, as fully and to all intents and purposes as he or she might or could do in
person, hereby confirming all that said attorneys-in-fact and agents or either of them, or his or their substitute or substitutes, may lawfully do or cause to be
done by virtue hereof.
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant
and in the capacities and on the dates indicated.

/s/ James L. Welch

Chief Executive Officer

February 20, 2015

/s/ Jamie G. Pierson

Executive Vice President &

February 20, 2015

Jamie G. Pierson

Chief Financial Officer

/s/ Stephanie D. Fisher

Vice President & Controller

February 20, 2015

Director

February 20, 2015

Director

February 20, 2015

Director

February 20, 2015

Director

February 20, 2015

Director

February 20, 2015

Director

February 20, 2015

Director

February 20, 2015

Director

February 20, 2015

James L. Welch

Stephanie D. Fisher
/s/ Raymond J. Bromark
Raymond J. Bromark
/s/ Douglas A. Carty
Douglas A. Carty
/s/ William R. Davidson
William R. Davidson
/s/ Matthew Doheny
Matthew Doheny
/s/ Robert L. Friedman
Robert L. Friedman
/s/ James E. Hoffman
James E. Hoffman
/s/ Michael J. Kneeland
Michael J. Kneeland
/s/ James F. Winestock
James F. Winestock
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November 21, 2014
Michelle A. Friel
c/o YRC Worldwide Inc.
10990 Roe Avenue
Overland Park, KS 66211
Re: Separation Agreement
Dear Michelle:
This letter agreement (this “Agreement”) will confirm our understanding with regard to your termination of employment with YRC Worldwide Inc. (together
with its subsidiaries and affiliates, the “Company”). Reference is made to the Employment Agreement between you and the Company, dated January 9, 2012
and amended October 30, 2012 (the “Employment Agreement”). Capitalized terms not otherwise defined herein shall have the meanings ascribed thereto in
the Employment Agreement.
1.
Separation. Your last day of work with the Company and your employment termination date will be (a) January 2, 2015 (the “Anticipated
Termination Date”) or (b) a date prior to the Anticipated Termination Date that is specified by you in a written notice to the Company that is delivered at least
ten (10) days prior to the specified termination date (as applicable, the “Separation Date”). You have agreed to use your four (4) weeks of Company provided
paid vacation immediately prior to the Separation Date such that you will have no remaining vacation days accrued as of the Separation Date. Effective as of
the Separation Date, you hereby agree to resign, and shall automatically resign without any further action, as Executive Vice President and General Counsel
of the Company (and as an officer and/or director of the Company and any subsidiary of the Company, as well as a fiduciary of any benefit plan of the
Company). You shall execute such additional documents as requested by the Company to evidence the foregoing. Notwithstanding the foregoing, from the
date hereof until the Separation Date, the Company may allocate some or all of your job responsibilities to other employees and may appoint other persons to
your position which shall not constitute Good Reason under, or otherwise breach, the Employment Agreement. Until the Separation Date, you shall provide
such services as are requested by the Company, including transition services. From the date hereof until the Separation Date, the Company will continue to
pay your regular base salary, and you shall continue to be eligible for all benefits and perquisites that you currently enjoy, provided that you shall not be
eligible for, and shall not receive any, equity grants or other incentive or bonus opportunities including any additional Anti-Dilution Equity Adjustment
Awards. You specifically acknowledge and agree that certain of the obligations created and payments made to you by the Company under this Agreement are
promises and payments to which you are not otherwise entitled under any law or contract.
2.
Severance. Subject to the provisions of Sections 3, 4, 5, 6, and 9 hereof, you shall be entitled to the following severance payments:
(a)
Termination Upon the Separation Date. In the event you are continuously employed by the Company through the Separation Date, your
termination of employment shall be considered a termination without Cause and you shall receive the following benefits:
(i) Employment Agreement Benefits. (A) All Accrued Obligations, if any, to which you are entitled and (B) continued monthly payment of your Base
Salary in accordance with the Company’s payroll policies in effect on the Separation Date for the eighteen (18) month period commencing on the 60th day
following the Separation Date. In addition, effective as of the Separation Date, as required by the continuation coverage provisions of Section 4980B of the
US Internal Revenue Code of 1986, as amended (“IRC”), you shall be offered the opportunity to elect continuation coverage under the group medical plan(s)
of the Company (“COBRA Coverage”). The Company’s COBRA vendor shall provide you with the appropriate COBRA Coverage notice and election form
for this purpose. The existence and duration of your rights and/or COBRA rights of any of your eligible dependents shall be determined in accordance with
Section 4980B of the IRC. For purposes of your Accrued Obligations, as initially stated under Section 1, the parties hereto agree that as of the date hereof,
you have four (4) weeks of accrued Company provided paid vacation, all of which you will use before the Separation Date.
(ii) Equity Awards. The parties hereto acknowledge and agree that the rights and obligations with respect to your equity interests in the Company are
set forth in the Employment Agreement. You had previously been granted 138,555 shares of Company restricted stock, of which 85,799 shares are deemed to
be vested as of the Separation Date and the remaining 52,756 shares are unvested. You acknowledge and agree that as of the date hereof through the
Separation Date, such 52,756 shares of Company restricted stock shall remain unvested. However, contingent on your continued employment with the
Company through the Separation Date and your execution and non-revocation of the Supplemental Release (as defined below), such 52,756 unvested shares
of Company restricted stock shall accelerate and fully vest as of the date the Supplemental Release becomes irrevocable. You hereby acknowledge that other
than the 85,799 shares of restricted stock of which have already vested, and the 52,756 shares of restricted stock which may become vested on the Separation
Date, you are not entitled to any other equity, debt, or other interest (or any option or right to acquire any equity, debt, or other interest) of any kind or nature
pursuant to any agreement or otherwise in the Company or any of its respective subsidiaries or affiliates.

(b)
Termination Prior to the Separation Date due to Death or Disability. In the event your employment terminates prior to the Separation Date due to
your death or Disability, you shall receive the benefits in Section 2(a).
(c)
Termination Prior to the Separation Date by the Company for Cause. In the event your employment is terminated by the Company for Cause prior
to the Separation Date, you shall receive only the Accrued Obligations.
(d)
Continuing Indemnification. As a former officer of the Company, you shall remain entitled to all indemnification rights and benefits provided
from time to time to other officers and former officers of the Company.
3.
Restrictive Covenants. You acknowledge and agree that Section 9 of the Employment Agreement is hereby incorporated herein by reference and
made a part hereof as if fully set forth herein and that such provisions shall survive your termination of employment and service with the Company and its
subsidiaries.
4.
Return of Company Property. By the Separation Date, or such later date as may be specified by the Company, you agree to return to the
Company all Company documents (and all copies thereof) and other Company property that you have had in your possession at any time, including, but not
limited to, Company files, notes, notebooks, correspondence, memoranda, agreements, drawings, records, business plans, forecasts, financial information,
specifications, computer-recorded information, tangible property (including, but not limited to, computers, pagers, telephones, credit cards, entry cards,
identification badges and keys), and, any materials of any kind that contain or embody any proprietary or confidential information or trade secrets of the
Company (and all reproductions thereof in whole or in part). You also agree to erase any such proprietary or confidential information of the Company
contained in any electronic document or e-mail system in your possession, custody or control.
5.
Cooperation. You agree, that during your employment with the Company and for the twenty four (24) month period following the Separation
Date, to reasonably cooperate with and make yourself reasonably available on a continuing basis to the Company and its representatives and legal advisors in
connection with any matters in which you are or were involved during your employment with the Company or any existing or future claims, investigations,
administrative proceedings, lawsuits and other legal and business matters as reasonably requested by the Company. You also agree to promptly send the
Company copies of all correspondence (for example, but not limited to, subpoenas) received by you in connection with any legal proceedings involving or
relating to the Company, unless you are expressly prohibited by law from so doing. You agree not to cooperate voluntarily in any third party claims against
the Company. You understand that nothing in this Agreement prevents you from cooperating with any government investigation. You will be reimbursed for
any pre-approved reasonable out-of-pocket expenses incurred in connection with your services and you will not be entitled to receive any other payment of
any amount other than those described under Section 2 hereof.
6.
Release of Claims.
(a)
In consideration for, and as a condition to receiving the benefits described in Section 2 hereof to which you are not otherwise entitled, and in
consideration for your continued employment with the Company through the Separation Date, you hereby generally and completely release the Company and
its directors, officers, employees, shareholders, partners, agents, attorneys, predecessors, successors, parent and subsidiary entities, insurers, affiliates, and
assigns (collectively, the “Released Party”) from any and all claims, liabilities and obligations, both known and unknown, that arise out of or are in any way
related to events, acts, conduct, or omissions occurring at any time prior to and including the date you sign this Agreement. This general release includes, but
is not limited to: (1) all claims arising out of or in any way related to your employment with the Company or the termination of that employment; (2) all
claims related to your compensation or benefits from the Company, (other than accrued and unpaid compensation); (3) all claims for breach of contract,
wrongful termination, and breach of the implied covenant of good faith and fair dealing; (4) all tort claims, including, without limitation, claims for fraud,
defamation, emotional distress, and discharge in violation of public policy; and (5) all federal, state, and local statutory claims, including, without limitation,
claims for discrimination, harassment, retaliation, attorneys’ fees, or other claims arising under Title VII of the Civil Rights Act of 1964, as amended; the
Civil Rights Act of 1991; the Equal Pay Act of 1963, as amended; the Americans with Disabilities Act of 1990; the Age Discrimination in Employment Act
of 1967, as amended (including the Older Workers Benefit Protection Act); the Family and Medical Leave Act of 1993; the Worker Adjustment Retraining
and Notification Act; the Employee Retirement Income Security Act of 1974; any applicable Executive Order Programs; the Fair Labor Standards Act; or
their state or local counterparts; or any other federal, state or local civil or human rights law, or any other local, state, or federal law, regulation or ordinance.
To the maximum extent permitted by law, you also promise never directly or indirectly to bring or participate in an action against any Released Party under
any unfair competition law of any jurisdiction with respect to your employment with the Company or the termination thereof. If, notwithstanding the above,
you are awarded any money or other relief under such a claim, you hereby assign the money or other relief to the Company. Your waiver, release and
promises specified in this Section 6(a) do not apply to any rights or claims that may arise after the date you sign this Agreement.
(b)
Excluded from this release are any claims which cannot be waived by law in a private agreement between employer and employee, including but
not limited to, the right to enforce this Agreement and recover for any breach of it, and the right to file a charge with or participate in an investigation
conducted by the Equal Employment Opportunity Commission (“EEOC”) or state or local fair employment practices agency. You waive, however, any right
to any monetary recovery or other relief should the EEOC or any other agency pursue a claim on your behalf.
7.
Representations. You acknowledge and represent that you have not suffered discrimination, harassment, retaliation, or wrongful treatment by any
Released Party. You also acknowledge and represent that you did not and do not have any rights under

nor have you been denied any rights including, but not limited to, rights to a leave or reinstatement from a leave under the Family and Medical Leave Act of
1993 or any similar law of any jurisdiction.
8.
Time to Consider; Effectiveness. By signing this Agreement, you hereby acknowledge that: (a) your waiver and release specified in Section 6
does not apply to any rights or claims that may arise after the date you sign this Agreement or with respect to your rights hereunder; (b) you have the right to
consult with an attorney prior to signing this Agreement; and (c) you have twenty-one (21) days to consider this Agreement (although you may choose to sign
it earlier) and seven (7) days to revoke this Agreement after you sign it. In the event that you do not sign this Agreement, you will not be entitled to the
payments and benefits described in Section 2 hereof. In the event you do not execute this Agreement within thirty (30) days of the date hereof, this
Agreement shall be null and void and of no further effect and the terms of your termination of employment shall be governed by the Employment Agreement.
9.
Supplemental Release. As a condition to receiving the amounts and benefits in Section 2 hereof, you shall sign and deliver to the Company a
supplemental release of claims (the “Supplemental Release”) in the form attached hereto as Exhibit A, within twenty-one (21) days after the Separation Date
and not revoke the same within the time period provided therein. If you do not sign the Supplemental Release (or if you revoke it), you shall not be entitled to
receive any of the amounts or benefits under Section 2 hereof, but this Agreement (including the release contained herein) shall otherwise remain in full force
and effect.
10.
Tax Matters.
(a)
Withholding. The Company may withhold from any and all amounts payable under this Agreement such federal, state and local taxes as may be
required to be withheld pursuant to any applicable law or regulation.
(b)
Section 409A Compliance. The intent of the parties is that payments and benefits under this Agreement comply with IRC Section 409A and the
regulations and guidance promulgated thereunder (collectively “Code Section 409A”) and, accordingly, to the maximum extent permitted, this Agreement
shall be interpreted to be in compliance therewith. In no event whatsoever shall the Company be liable for any additional tax, interest or penalty that may be
imposed on you by Code Section 409A or damages for failing to comply with Code Section 409A. A termination of employment shall not be deemed to have
occurred for purposes of any provision of this Agreement providing for the payment of any amounts or benefits upon or following a termination of
employment unless such termination is also a “separation from service” within the meaning of Code Section 409A and, for purposes of any such provision of
this Agreement, references to a “termination,” “termination of employment” or like terms shall mean “separation from service.” Notwithstanding any other
provision of this Agreement to the contrary, in no event shall any payment under this Agreement that constitutes “nonqualified deferred compensation” for
purposes of Code Section 409A be subject to offset by any other amount unless otherwise permitted by Code Section 409A. Whenever a payment under this
Agreement specifies a payment period with reference to a number of days, the actual date of payment within the specified period will be within the sole
discretion of the Company.
11.
Miscellaneous. Except as otherwise specifically set forth herein, this Agreement, including its Exhibits, constitutes the complete, final and
exclusive embodiment of the entire agreement between you and the Company with regard to this subject matter. It is entered into without reliance on any
promise or representation, written or oral, other than those expressly contained herein, and it supersedes any other such promises, warranties or
representations with respect to the subject matter hereof. This Agreement may not be modified or amended except in a writing signed by both you and a duly
authorized officer of the Company. This Agreement will bind the heirs, personal representatives, successors and assigns of both you and the Company, and
inure to the benefit of both you and the Company, their heirs, successors and assigns, provided, however, that you may not assign your rights or obligations
hereunder. If any provision of this Agreement is determined to be invalid or unenforceable, in whole or in part, this determination will not affect any other
provision of this Agreement and the provision in question will be modified by the court so as to be rendered enforceable.
12.
Resolution of Disputes. Any dispute concerning the validity, interpretation, enforcement, or breach of this Agreement, or otherwise arising
between the parties, shall be submitted to binding arbitration before the American Arbitration Association (“AAA”) for resolution. Such arbitration shall be
conducted in the State of Delaware, and the arbitrator will apply Delaware law, including federal law as applied in Delaware courts. The arbitration shall be
conducted in accordance with the AAA’s Employment Arbitration Rules, as modified by the terms set forth in this Agreement. The arbitration will be
conducted by a single arbitrator, who shall be an attorney who specializes in the field of employment law and shall have prior experience arbitrating
employment disputes. The award of the arbitrator shall be final and binding on the parties, and judgment on the award may be confirmed and entered in any
state or federal court in the State of Delaware. The arbitration shall be conducted on a strictly confidential basis, and you shall not disclose the existence of a
claim, the nature of a claim, any documents, exhibits, or information exchanged or presented in connection with any such a claim, or the result of any
arbitration (collectively, “Arbitration Materials”), to any third party, with the sole exception of your legal counsel, who also shall be bound by all
confidentiality terms of this Agreement. In the event of any court proceeding to challenge or enforce an arbitrator’s award, the parties hereby consent to the
exclusive jurisdiction of the state and federal courts in the State of Delaware, and agree to venue in that jurisdiction. The parties agree to take all steps
necessary to protect the confidentiality of the Arbitration Materials in connection with any such proceeding, agree to file all confidential information (and
documents containing confidential information) under seal to the extent possible and agree to the entry of an appropriate protective order encompassing the
confidentiality terms of this Agreement. Each party agrees to pay its own costs and fees in connection with any arbitration of a dispute arising under this
Agreement, and any court proceeding arising therefrom, regardless of outcome.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
If this Agreement is acceptable to you, please sign below and return the original to the Company’s Human Resources department at 10990 Roe Avenue
Overland Park, KS 66211.
I wish you good luck in your future endeavors.
Sincerely,
YRC Worldwide INC.

Agreed and voluntarily executed:
Michelle A. Friel

EXHIBIT A
[General Release]GENERAL RELEASE
I, Michelle A. Friel, in consideration of and subject to the performance by YRC Worldwide Inc. (together with its subsidiaries, the “Company”), of its
obligations under the Separation Agreement, dated November __, 2014 (the “Separation Agreement”) and the Employment Agreement, dated as of January 9,
2012, amended October 30, 2012 (the “Employment Agreement”), do hereby release and forever discharge as of the date hereof Company and its respective
affiliates and subsidiaries and direct or indirect owners (collectively, the “Released Parties”) to the extent provided below. The Released Parties are intended
third-party beneficiaries of this General Release, and this General Release may be enforced by each of them in accordance with the terms hereof in respect of
the rights granted to such Released Parties hereunder. Terms used herein but not otherwise defined shall have the meanings given to them in the Employment
Agreement.
1.

2.

3.
4.

5.

6.

I understand that any payments or benefits paid or granted to me under the Separation Agreement and Section 8(b) of the Employment Agreement (the
“Benefits”) represent, in part, consideration for signing this General Release and are not salary, wages or benefits to which I was already entitled. I
understand and agree that I will not receive the Benefits unless I execute this General Release and do not revoke this General Release within the time
period permitted hereafter or breach this General Release. Such payments and benefits will not be considered compensation for purposes of any
employee benefit plan, program, policy or arrangement maintained or hereafter established by the Company or its affiliates.
Except as provided in paragraph 4 below and except for the provisions of the Separation Agreement and the Employment Agreement which expressly
survive the termination of my employment with the Company I knowingly and voluntarily (for myself, my heirs, executors, administrators and assigns)
release and forever discharge the Released Parties from any and all claims, suits, controversies, actions, causes of action, cross‑claims, counter‑claims,
demands, debts, compensatory damages, liquidated damages, punitive or exemplary damages, other damages, claims for costs and attorneys’ fees, or
liabilities of any nature whatsoever in law and in equity, both past and present (through the date this General Release becomes effective and enforceable)
and whether known or unknown, suspected, or claimed against the Released Parties which I, my spouse, or any of my heirs, executors, administrators or
assigns, may have (including, but not limited to, any allegation, claim or violation, arising under: Title VII of the Civil Rights Act of 1964, as amended;
the Civil Rights Act of 1991; the Age Discrimination in Employment Act of 1967, as amended (including the Older Workers Benefit Protection Act); the
Equal Pay Act of 1963, as amended; the Americans with Disabilities Act of 1990; the Family and Medical Leave Act of 1993; the Worker Adjustment
Retraining and Notification Act; the Employee Retirement Income Security Act of 1974; any applicable Executive Order Programs; the Fair Labor
Standards Act; or their state or local counterparts; or under any other federal, state or local civil or human rights law, or under any other local, state, or
federal law, regulation or ordinance; or under any public policy, contract or tort, or under common law; or arising under any policies, practices or
procedures of the Company; or any claim for wrongful discharge, breach of contract, infliction of emotional distress, defamation; or any claim for costs,
fees, or other expenses, including attorneys’ fees incurred in these matters) (all of the foregoing collectively referred to herein as the “Claims”).
I represent that I have made no assignment or transfer of any right, claim, demand, cause of action, or other matter covered by paragraph 2 above.
I agree that this General Release does not waive or release any rights or claims that I may have under the Age Discrimination in Employment Act of 1967
which arise after the date I execute this General Release. I acknowledge and agree that my separation from employment with the Company in compliance
with the terms of the Separation Agreement and Employment Agreement shall not serve as the basis for any claim or action (including, without
limitation, any claim under the Age Discrimination in Employment Act of 1967).
I agree that I hereby waive all rights to sue or obtain equitable, remedial or punitive relief from any or all Released Parties of any kind whatsoever,
including, without limitation, reinstatement, back pay, front pay, and any form of injunctive relief. Notwithstanding the above, I further acknowledge that
I am not waiving and am not being required to waive any right that cannot be waived under law, including the right to file an administrative charge or
participate in an administrative investigation or proceeding; provided, however, that I disclaim and waive any right to share or participate in any
monetary award resulting from the prosecution of such charge or investigation or proceeding. Additionally, I am not waiving any right to the Accrued
Obligations or claims for indemnity or contribution.
In signing this General Release, I acknowledge and intend that it shall be effective as a bar to each and every one of the Claims hereinabove mentioned or
implied. I expressly consent that this General Release shall be given full force and effect according to each and all of its express terms and provisions,
including those relating to unknown and unsuspected Claims (notwithstanding any state or local statute that expressly limits the effectiveness of a general
release of unknown, unsuspected and unanticipated Claims), if any, as well as those relating to any other Claims hereinabove mentioned or implied. I
acknowledge and agree that this waiver is an essential and material term of this General Release and that without such waiver the Company would not
have agreed to the terms of the Separation Agreement and/or Employment Agreement. I further agree that in the event I should bring a Claim seeking
damages against the Company, or in the event I should seek to recover against the Company in any Claim brought by a governmental agency on my
behalf, this General Release shall serve as a

complete defense to such Claims to the maximum extent permitted by law I further agree that I am not aware of any pending claim of the type described
in paragraph 2 as of the execution of this General Release.
7. I agree that neither this General Release, nor the furnishing of the consideration for this General Release, shall be deemed or construed at any time to be
an admission by the Company, any Released Party or myself of any improper or unlawful conduct.
8. I agree that I will forfeit all amounts payable by the Company pursuant to the Separation Agreement and/or Employment Agreement if I challenge the
validity of this General Release. I also agree that if I violate this General Release by suing the Company or the other Released Parties, I will pay all costs
and expenses of defending against the suit incurred by the Released Parties, including reasonable attorneys’ fees, and return all payments received by me
pursuant to the Separation Agreement and/or Employment Agreement on or after the termination of my employment.
9. I agree that this General Release, the Separation Agreement and Employment Agreement are confidential and agree not to disclose any information
regarding the terms of this General Release, the Separation Agreement or the Employment Agreement, except to my immediate family and any tax, legal
or other counsel I have consulted regarding the meaning or effect hereof or as required by law, and I will instruct each of the foregoing not to disclose the
same to anyone. The Company agrees to disclose any such information only to any tax, legal or other counsel of the Company as required by law.
10. Any non‑disclosure provision in this General Release does not prohibit or restrict me (or my attorney) from responding to any inquiry about this General
Release or its underlying facts and circumstances by the Securities and Exchange Commission (SEC), the National Association of Securities Dealers, Inc.
(NASD), any other self‑regulatory organization or governmental entity.
11. I hereby acknowledge that Sections 9, 12, 13, and 14 of the Employment Agreement shall survive my execution of this General Release.
12. I represent that I am not aware of any claim by me other than the claims that are released by this General Release. I acknowledge that I may hereafter
discover claims or facts in addition to or different than those which I now know or believe to exist with respect to the subject matter of the release set
forth in paragraph 2 above and which, if known or suspected at the time of entering into this General Release, may have materially affected this General
Release and my decision to enter into it.
13. Notwithstanding anything in this General Release to the contrary, this General Release shall not relinquish, diminish, or in any way affect any rights or
claims arising out of any breach by the Company or by any Released Party of the Separation Agreement and/or the Employment Agreement after the date
hereof.
14. Whenever possible, each provision of this General Release shall be interpreted in, such manner as to be effective and valid under applicable law, but if
any provision of this General Release is held to be invalid, illegal or unenforceable in any respect under any applicable law or rule in any jurisdiction,
such invalidity, illegality or unenforceability shall not affect any other provision or any other jurisdiction, but this General Release shall be reformed,
construed and enforced in such jurisdiction as if such invalid, illegal or unenforceable provision had never been contained herein.
BY SIGNING THIS GENERAL RELEASE, I REPRESENT AND AGREE THAT:
(i)
(ii)

(iii)
(iv)
(v)
(vi)
(vii)
(viii)

I HAVE READ IT CAREFULLY;
I UNDERSTAND ALL OF ITS TERMS AND KNOW THAT I AM GIVING UP IMPORTANT RIGHTS, INCLUDING BUT NOT LIMITED
TO, RIGHTS UNDER THE AGE DISCRIMINATION IN EMPLOYMENT ACT OF 1967, AS AMENDED, TITLE VII OF THE CIVIL
RIGHTS ACT OF 1964, AS AMENDED; THE EQUAL PAY ACT OF 1963, THE AMERICANS WITH DISABILITIES ACT OF 1990;
AND THE EMPLOYEE RETIREMENT INCOME SECURITY ACT OF 1974, AS AMENDED;
I VOLUNTARILY CONSENT TO EVERYTHING IN IT;
I HAVE BEEN ADVISED TO CONSULT WITH AN ATTORNEY BEFORE EXECUTING IT AND I HAVE DONE SO OR, AFTER
CAREFUL READING AND CONSIDERATION I HAVE CHOSEN NOT TO DO SO OF MY OWN VOLITION;
I HAVE HAD AT LEAST 21 DAYS FROM THE DATE OF MY RECEIPT OF THIS RELEASE TO CONSIDER IT AND THE CHANGES
MADE SINCE MY RECEIPT OF THIS RELEASE ARE NOT MATERIAL OR WERE MADE AT MY REQUEST AND WILL NOT
RESTART THE REQUIRED 21‑DAY PERIOD;
I UNDERSTAND THAT I HAVE SEVEN (7) DAYS AFTER THE EXECUTION OF THIS RELEASE TO REVOKE IT AND THAT THIS
RELEASE SHALL NOT BECOME EFFECTIVE OR ENFORCEABLE UNTIL THE REVOCATION PERIOD HAS EXPIRED;
I HAVE SIGNED THIS GENERAL RELEASE KNOWINGLY AND VOLUNTARILY AND WITH THE ADVICE OF ANY COUNSEL
RETAINED TO ADVISE ME WITH RESPECT TO IT; AND
I AGREE THAT THE PROVISIONS OF THIS GENERAL RELEASE MAY NOT BE AMENDED, WAIVED, CHANGED OR MODIFIED
EXCEPT BY AN INSTRUMENT IN WRITING SIGNED BY AN AUTHORIZED REPRESENTATIVE OF THE COMPANY AND BY ME.

SIGNED:/s/ Michelle A. Friel

EXHIBIT 21.1
Subsidiaries of YRC Worldwide Inc.
At December 31, 2014
Percentage
Ownership

Name

Jurisdiction of
Incorporation or
Formation

1105481 Ontario, Inc.

100%

Ontario

Express Lane Service, Inc.

100%

Delaware

JHJ International Transportation Co., Ltd.

50%1

China

OPK Insurance Co. Ltd.

100%

Bermuda

100%

Delaware

100%

Pennsylvania

Roadway LLC
Roadway Next Day Corporation
Pennsylvania
New Penn Motor Express, Inc.

100%
Delaware

YRC Inc.

100%

Reimer Express Lines Ltd.
100%
YRC Transportation, S.A. de C.V.

Canada

41.1% 2
Mexico

Roadway Express International, Inc.

Delaware
100%

Transcontinental Lease, S. de R.L. de C.V.

Mexico
.01% 3

Roadway Express, S.A. de C.V.
99.99% 4

Mexico

100%

Ohio

99.99% 3

Mexico

.01% 4

Mexico

58.9% 2

Mexico

100%

Mexico

YRC Association Solutions, Inc.

100%

Delaware

YRC International Investments, Inc.

100%

Delaware

100%

Hong Kong

100%

Indonesia

100%

China

YRC Mortgages, LLC

100%

Delaware

YRC Regional Transportation, Inc.

100%

Delaware

100%

Arizona

100%

Kansas

Roadway Reverse Logistics, Inc.
Transcontinental Lease, S. de R.L. de C.V.
Roadway Express, S.A. de C.V.
YRC Transportation, S.A. de C.V.
YRC Services S. de R.L. de C.V.

YRC Logistics Asia Limited
PT Meridian IQ Indonesia International
YRC (Shanghai) Management Consulting Co., Ltd.

USF Bestway Inc.
USF Dugan Inc.
USF Glen Moore Inc.

Pennsylvania
100%

USF Holland Inc.

100%

Michigan

100%

Nova Scotia

100%

Oregon

100%

Delaware

100%

Illinois

USF Holland International Sales Corporation
USF Reddaway Inc.
USF RedStar LLC
YRC Logistics Services, Inc.
YRC Logistics Inc.
100%

Ontario

YRC Enterprise Services, Inc.

100%

Delaware

YRCW Receivables LLC

100%

Delaware

1

JHJ International Transportation Co., Ltd. is owned 50% by YRC Worldwide Inc. and 50% by a third party.

2

YRC Transportation, S.A. de C.V. is owned 58.9% by YRC Inc. and 41.1% by Reimer Express Lines Ltd.
Transcontinental Lease, S. de R.L. de C.V. is owned 99.99% by YRC Inc. and .01% by Roadway Express International, Inc.
4
Roadway Express, S.A. de C.V. is owned 99.99% by YRC Inc. and .01% by Transcontinental Lease, S. de R.L. de C.V.
3

EXHIBIT 23.1
Consent of Independent Registered Public Accounting Firm
We consent to the incorporation by reference in the registration statements (Nos. 333-174277 and 333-176971) on Form S-1, (Nos. 333-190079 and 333193752) on Form S-3, and (Nos. 333-121370, 333-121470, 333-124847, 333-139691, 333-144958, 333-150941, 333-159354, 333-167931, 333-168401, and
333-178223) on Form S-8 of YRC Worldwide Inc. of our reports dated February 20, 2015, with respect to the consolidated balance sheets of YRC Worldwide
Inc. and subsidiaries as of December 31, 2014 and 2013, and the related consolidated statements of operations, comprehensive loss, stockholders’ deficit, and
cash flows for each of the years in the three-year period ended December 31, 2014, and the effectiveness of internal control over financial reporting as of
December 31, 2014, which reports appear in the December 31, 2014 annual report on Form 10-K of YRC Worldwide Inc.

/s/ KPMG LLP
Kansas City, Missouri
February 20, 2015

EXHIBIT 31.1
CERTIFICATION PURSUANT TO
EXCHANGE ACT RULES 13A-14 AND 15D-14,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, James L. Welch, certify that:
(1)

I have reviewed this report on Form 10-K of YRC Worldwide Inc.;

(2)

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

(3)

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

(4)

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and we have:
a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

c.

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

d.

(5)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and
The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize
and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role
in the registrant’s internal control over financial reporting.

Date: February 20, 2015

/s/ James L. Welch
James L. Welch
Chief Executive Officer

EXHIBIT 31.2
CERTIFICATION PURSUANT TO
EXCHANGE ACT RULES 13A-14 AND 15D-14,
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Jamie G. Pierson, certify that:
(1)

I have reviewed this report on Form 10-K of YRC Worldwide Inc.;

(2)

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

(3)

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

(4)

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and we have:
a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

b.

Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

c.

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

d.

(5)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and
The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a.

All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize
and report financial information; and

b.

Any fraud, whether or not material, that involves management or other employees who have a significant role
in the registrant’s internal control over financial reporting.

Date: February 20, 2015

/s/ Jamie G. Pierson
Jamie G. Pierson
Executive Vice President and Chief Financial Officer

EXHIBIT 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the annual report of YRC Worldwide Inc. on Form 10-K for the year ended December 31, 2014, as filed with the Securities and Exchange
Commission on the date hereof (the “Report”), I, James L. Welch, Chief Executive Officer of YRC Worldwide Inc., certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
(1)

The Report fully complies with the requirements of Section 13 (a) or 15 (d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of YRC Worldwide
Inc.

Date: February 20, 2015

/s/ James L. Welch
James L. Welch
Chief Executive Officer

EXHIBIT 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the annual report of YRC Worldwide Inc. on Form 10-K for the year ended December 31, 2014, as filed with the Securities and Exchange
Commission on the date hereof (the “Report”), I, Jamie G. Pierson, Chief Financial Officer of YRC Worldwide Inc., certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
(1)

The Report fully complies with the requirements of Section 13 (a) or 15 (d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of YRC Worldwide
Inc.

Date: February 20, 2015

/s/ Jamie G. Pierson
Jamie G. Pierson
Executive Vice President and Chief Financial Officer

