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MANAGEMENT’S DISCUSSION AND ANALYSIS

The following is TransForce Inc.’s management discussion and analysis (MD&A). Throughout this MD&A, the terms
“Company” and “TransForce” shall mean TransForce Inc., and shall include its independent operating subsidiaries.

This MD&A provides a comparison of the Company’s per-
formance for its three-month period and the year ended
December 31,2009 with the three-month period and the
year ended December 31,2008, and it reviews the Com-
pany’s financial position as at December 31,2009. It also
includes discussion of the Company’s affairs up to Febru-
ary 24,2010.This discussion should be read in conjunction
with the consolidated financial statements and accompa-
nying notes. All amounts disclosed are in Canadian dollars.

The Company’s annual consolidated financial statements
have been approved by its Board of Directors upon recom-
mendation of its audit committee prior to release.

Prospective data, comments and analysis are also provided
wherever appropriate to assist existing and new investors
to see the business from a corporate management point
of view. Such disclosure is subject to reasonable con-
straints of maintaining the confidentiality of certain infor-
mation that, if published, would probably have an adverse
impact on the competitive position of the Company.

Additional information relating to the Company can be
found on its website at www.transforce.ca. The Company’s
continuous disclosure materials, including its annual and
quarterly MD&A, annual and quarterly financial state-
ments, annual report, annual information form, man-
agement proxy circular and the various press releases
issued by the Company are also available on its website or
directly through the SEDAR system at www.sedar.com.

FORWARD-LOOKING STATEMENTS

The Company may make statements in this report that
reflect its current expectations regarding future results

of operations, performance and achievements. These are
“forward-looking” statements and reflect management’s
current beliefs. They are based on information currently
available to management. Words such as “may”, “could”,
“should”, “would”, “believe”, “expect”, “anticipate” and words
and expressions of similar import are intended to identify
these forward-looking statements. Such forward-looking
statements are subject to certain risks and uncertainties
that could cause actual results to differ materially from his-

torical results and those presently anticipated or projected.

The Company wishes to caution readers not to place
undue reliance on any forward-looking statements, which
speak only as of the date made. The following important
factors could cause the Company’s actual financial per-
formance to differ materially from that expressed in any
forward-looking statement:

1. The highly competitive conditions that currently
exist in the Company’s market and the Company’s
ability to compete

2. The Company’s ability to recruit, train and retain
qualified drivers

3. Increases in fuel prices, and the Company’s ability
to recover these costs from its customers

4. Foreign currency fluctuations

5. The impact of environmental standards and regulations

6. Changes in governmental regulations applicable

to the Company’s operations

Adverse weather conditions

Accidents

9. The market for used equipment

10. Changes in interest rates

11. Cost of liability insurance coverage

12. Downturns in general economic conditions affecting
the Company and its customers

13. llliquid credit markets

The foregoing list should not be construed as exhaustive,
and the Company disclaims any obligation subsequently to
revise or update any previously made forward-looking state-
ments unless required to do so by applicable securities laws.
Unanticipated events are likely to occur. Readers should also
refer to the section Risks and Uncertainties at the end of
this MD&A for additional information on risk factors and
other events that are not within the Company’s control.

The Company’s future financial and operating results may
fluctuate as a result of these and other risk factors.

OUR BUSINESS

TransForce is Canada’s pre-eminent transportation and lo-

gistics services provider. Its operations extend throughout

Canada, and it directly serves more urban centres than any
other Canadian transport and logistics services provider.

Services
TransForce provides a comprehensive and unique combi-
nation of capabilities, resources and geographical coverage
in both domestic and trans-border markets. Its companies
currently operate in four well-defined business segments:
» Less-Than-Truckload;
« Package and Courier;
« Specialized Services, which includes its ancillary trans-
portation services such as logistics, fleet management
& personnel services; oilfield & oilsand services, and
waste management;
« Truckload, which includes specialized truckload and
dedicated services.
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REVENUE BY TOP CUSTOMERS’ INDUSTRY - 2009

(In percentage)
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OTHER-4 — -

SERVICES -4 — |

METALS & MINING—6

CHEMICALS & EXPLOSIVES - 6 / /
MANUFACTURED GOODS -6

In each of these reportable segments, the Company’s inde-
pendent subsidiaries are recognized for their professional
expertise. TransForce offers package and courier service
across Canada and less-than-truckload service across
Canada and into the United States through its exclusive
partnerships. Specialized services includes logistics, fleet
management & personnel services; oilfield & oilsand ser-
vices, and waste management services. Truckload service
includes dry van, specialized equipment and dedicated
services providing service in both the domestic and trans-
border markets.

Seasonality of operations

The activities conducted by the Company are subject to
general demand for freight transportation. Historically,
demand has been relatively stable with the first quarter
being generally the weakest in terms of demand, both the
second and third quarters being stronger, and the fourth
quarter being the strongest. This is with the exception of
the Company’s oilfield & oilsand services group where the
first and fourth quarters are the strongest and the second
and third quarters are the weakest. The oilfield & oilsand
services group thus provides a natural counterbalance to
the Company’s transportation cycles. Furthermore, during
the harsh winter months, fuel consumption and mainte-
nance costs tend to rise.

Human resources

The Company has approximately 13,900 employees. These
include 1,800 owner-operators and 1,800 employees who
work in the Company’s Personnel Services divisions across
Canada in TransForce’s different business segments. This
compares to approximately 15,300 employees includ-

ing 1,800 owner-operators and 1,800 employees in the
Company’s Personnel Services divisions for the last quarter
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of 2008. A number of these employees are subject to col-
lective agreements. The Company considers that it has a
relatively low turnover rate among its employees and that
employee relations are good.

Equipment

The Company has the largest trucking fleet in Canada, with
approximately 6,700 power units (including 1,800 owner-
operators) and 12,000 trailers as at December 31, 2009.
This includes approximately 900 trailers operated by the
Company’s Fleet Management Services. This compares to
approximately 7,300 power units (including 1,800 owner-
operators) and 13,400 trailers as at December 31,2008.

Facilities

The Company’s head office is situated in Montréal,
Québec. As at December 31,2009 the Company has 260
terminals, with 63 in Ontario, 95 in Western Canada, 76
in Québec and 22 in the Atlantic Provinces. The Company
also has four terminals in the United States.

Customers

The Company has a diverse customer base operating
across a broad cross-section of industries (see graph
above) with no single client accounting for more than 10%
of consolidated revenue. Because of its customer diversity,
as well as the wide geographic scope of the Company’s
service offering and the range of segments in which it op-
erates, a downturn in the activities of individual customers
or customers in a particular industry is not expected to
have a material adverse impact on the operations of the
Company. In the last several years, the Company concluded
strategic partnerships with other transport companies in
North America, in order to extend its service offering to
customers across Canada and the United States.



2009 CONSOLIDATED FINANCIAL RESULTS
Consolidated highlights

The financial highlights for the year ended December 31,
20009 are:

« Total revenue decreased 18% to $1.8 billion

« Revenue excluding fuel surcharge decreased 13% to
$1.7 billion

+ EBITDA® decreased by 19% to $226.5 million
(21% excluding favourable ruling in a class-action settle-
ment of $4.5 million recorded in Q1 2008, and non-re-
curring conversion related costs of $8.7 million recorded
in 02 2008)

SELECTED FINANCIAL DATA

+ EBITDA margin was 12.3%, consistent with 12.4% real-
ized last year (12.6% excluding favourable ruling in a
class-action settlement of $4.5 million recorded in
Q1 2008 and non-recurring conversion related costs
of $8.7 million recorded in Q2 2008)

« Goodwill impairment of $45.0 million in the oilfield
services group of the Specialized Services segment

+ Adjusted earnings per share® decreased 48% to
$0.58 from $1.11 in 2008

« Acquisition of ATS Andlauer Retail Solutions Division which
is expected to generate $120.0 million of annual revenue

 Long-term debt decreased by $100.1 million to
$707.9 million

(1) Please refer to the EBITDA section for a definition of this non-GAAP measure.
(2) See net income and earnings per share section for the exclusions.

(unaudited) Year ended Year ended
(in thousands of dollars, except per share amounts) December 31, 2009 December 31, 2008
Revenue 1,718,357 1,980,543
Fuel surcharge revenue 128,169 281,386
Total revenue 1,846,526 100.0% 2,261,929 100.0%
Earnings before interest, income taxes, depreciation

and amortization (EBITDA) (1) 226,544 12.3% 279,963 12.4%
Depreciation and amortization expense 122,602 6.6% 123,006 5.4%
Interest on long-term debt 34,996 1.9% 46,597 2.1%
Change in fair value of interest rate swap contracts (5,546) (0.3%) 13,840 0.6%
Goodwill impairment 45,000 2.4% - -%
Gain on disposal of business (119) (0.0%) - -%
Gain on disposal of property, plant and equipment (2,729) (0.1%) (2,657) (0.1%)
Income before income taxes 32,340 1.8% 99,177 4.4%
Income taxes 21,411 1.2% 19,499 0.9%
Net income (2) 10,929 0.6% 79,678 3.5%
Earnings per share

Basic 0.12 0.92

Diluted 0.12 0.92
EBITDA margin (EBITDA as a percentage of revenue) 12.3% 12.4%

(1) Please refer to the EBITDA section for a definition of this non-GAAP measure.

(2) TransForce Inc. operated as an Income Trust during part of 2008, conversion occurred in Q2 08.

For purposes of the 2009 consolidated financial results
section of the MD&A, the Company did not account for the
business acquisitions completed during 2009 in its comments
since their contribution to the annual results were not signifi-
cant. The most important acquisition of 2009, ATS Andlauer
Retail Solutions Division, was concluded near the year end.

The decrease in revenue year-over-year for the year ended
December 31,2009 is indicative of the general economic

downturn experienced since the beginning of the year,
resulting in lack of solid customer demand and a steady
pressure on pricing. Consequently, total revenue in the
year ended December 31,2009 decreased 18% to $1.8
billion from $2.3 billion in 2008. Compared to last year, the
lower average diesel fuel price contributed to the decrease
in the fuel surcharge included in total revenue. Revenue
excluding fuel surcharge decreased 13% to $1.7 billion.
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CONSOLIDATED EXPENSES
Operating expenses

Year ended Year ended
(in thousands of dollars) December 31, 2009 December 31, 2008 Variance
Operating expenses 1,308,830 1,629,234 (320,404) (20%)
Percentage of total revenue 71% 72%

The Company’s operating expenses are primarily composed
of costs related to employees and sub-contractors, vehicle
operation, insurance, road taxes and operating permits.

The operating expenses for the year ended December 31,
2009 were $1.3 billion, compared to $1.6 billion in 2008.
Headcount, sub-contractor related costs and lower fuel
consumption as a result of lower volume levels and a
lower average diesel fuel price accounted for most of the
year-over-year decrease.

Fixed costs and general and administrative expenses

TransForce reduced operating expenses by 20%, while
total revenue declined by 18%. This resulted in a reduc-
tion in operating expenses as a percentage of revenue to
71% from 72% last year, indicating the Company’s capacity
to manage costs through better efficiency as well as the
lower average diesel fuel price in 2009.

Year ended Year ended
(in thousands of dollars) December 31, 2009 December 31, 2008 Variance
Fixed costs and general and administrative expenses 310,252 343,847 (33,595)  (10%)
Percentage of total revenue 17% 15%

The Company’s fixed costs and general and administrative
expenses (FCGA) are primarily composed of costs related
to employee salaries, rent, telecommunications, mainte-
nance, security and other general expenses.

During Q1 2008, the Company received a favourable ruling
in a class-action settlement originating from prior years
that was confirmed by the Supreme Court of Canada. As

a result, the Company recorded a $4.5 million amount re-
ceivable and a corresponding reduction to FCGA expenses.

During Q2 2008, the Company recorded $2.8 million of
non-recurring conversion-related costs.
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FCGA expenses for the year ended December 31,2009
were $310.3 million compared to $343.8 million in 2008.
Excluding the impact of the $4.5 million favourable class-
action settlement recorded in Q1 2008 and non-recurring
conversion related administrative costs of $2.8 million
recorded in Q2 2008, year-over-year costs decreased
$31.9 million, reflecting the salary and hiring freeze and
other the cost-cutting initiatives aimed at discretionary
spending initiated in Q1 2009 in response to the growing
economic challenges. Bad debt expense for the year ended
December 31,2009 was $3.7 million compared with $3.6
million in 2008 (see note 4 of financial statements).



Operating ratio

The operating ratio (OR) is a non-GAAP financial measure which does not have any standardized meaning prescribed by Canadian generally accepted accounting principles (GAAP).
It is the sum of operating expenses, fixed costs, general and administrative expenses, incentive compensation plan, depreciation and amortization, less the gain or plus the loss on
disposal of property, plant and equipment, divided by revenue. Although OR is not a recognized financial measure defined by GAAP, it is a widely recognized measure in the transpor-
tation industry, which we believe provides a comparable benchmark for evaluating the Company’s performance. Investors should also note that our presentation of OR may not be

comparable to similarly titled measures by other companies.

(unaudited) Year ended Year ended
(in thousands of dollars) December 31, 2009 December 31, 2008
Operating expenses 1,308,830 1,629,234
Fixed costs, general and administrative expenses 310,252 343,847
Incentive plan compensation 900 8,885
Depreciation and amortization 122,602 123,006
Gain on disposal of property, plant and equipment (2,729) (2,657)

1,739,855 2,102,315
Total revenue 1,846,526 2,261,929
Operating ratio 94.2% 92.9%
Operating ratio excluding depreciation and amortization 87.6% 87.5%

For the year ended December 31, 2009, the operating ratio
stood at 94.2% versus 92.9% in 2008. Excluding the impact
of the $4.5 million favourable class-action settlement

EBITDA

recorded in Q1 2008 and non-recurring conversion related
costs of $8.7 million recorded in Q2 2008, the 2008 operat-
ing ratio was 92.6%.

While EBITDA (Earnings before interest, income taxes, depreciation and amortization) is not a recognized measure under GAAP, management believes it to be a useful supplemental
measure. It is provided to assist in determining the ability of the Company to generate cash from its operations. Investors should also note that our presentation of EBITDA may not

be comparable to similarly titled measures by other companies.

Reconciliation of net income to EBITDA

(unaudited) Year ended Year ended
(in thousands of dollars) December 31, 2009 December 31, 2008
Net income (1) 10,929 79,678
Depreciation and amortization 122,602 123,006
Interest on long-term debt 34,996 46,597
Change in fair value of interest rate swap contracts (5,546) 13,840
Goodwill impairment 45,000 -
Gain on disposal of business (119) -
Gain on disposal of property, plant and equipment (2,729) (2,657)
Income taxes 21,411 19,499
EBITDA 226,544 279,963

(1) TransForce Inc. operated as an Income Trust during part of 2008, conversion occurred in Q2 08.

EBITDA was $226.5 million or 12.3% of total revenue for the from $104.8 million in 2008. The Company also amortized

year ended December 31,2009, compared to $280.0 million $20.0 million of intangible assets in the year ended

or 12.4% of total revenue in 2008. Excluding the impact December 31,2009 versus $18.2 million in 2008.

of the $4.5 million favourable class-action settlement

recorded in Q1 2008 and non-recurring conversion related Interest on long-term debt

costs of $8.7 million recorded in Q2 2008, 2008 EBITDA was Interest on long-term debt decreased to $35.0 million in

$284.2 million or 12.6% of total revenue. the year ended December 31,2009 from $46.6 million in
2008 primarily as a result of lower interest rates as well as
Depreciation and amortization the Company’s efforts to lower debt levels.
Depreciation of property, plant and equipment decreased

to $102.6 million in the year ended December 31,2009
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Change in fair value of interest rate swap contracts

The Company entered into interest rate swap contracts in
order to mitigate the interest rate risk on a portion of its
variable rate debt. As at December 31,2009, the Company
had interest rate swap contracts on the notional amount
of $337,917,000 of debt at an average contracted Banker’s
Acceptance rate of 2.85% that expire through various
dates through October 2013. As at December 31, 2009,
the fair market value of the interest rate swap contracts
was approximately negative $8,294,000 (December 2008 —
negative $13,840,000). As a result, the Company recorded
a $5.5 million recovery in the year ended December 31,
20009 related to these contracts (2008 — $13.8 million ex-
pense) since it does not use hedge accounting.

Goodwill impairment

In the fourth quarter of 2009, $45.0 million was accounted
for separately in the consolidated statement of income

as goodwill impairment. This goodwill impairment in the
Specialized Services segment is associated with our Oilfield
Services reporting unit. The impairment test determined
that no goodwill impairment existed at December 31, 2008.

Income taxes
The income tax expense increased to $21.4 million in the
year ended December 31,2009 from $19.5 million in 2008.

This is due to the Company now recording income tax
expense following its conversion from an income trust to
a corporation in Q2 08.

For the year 2009, the income tax expense reflected an
$11.4 million unfavourable variance versus an anticipated
income tax expense of $10.0 million based on the Com-
pany’s statutory tax rate of 31.03%. The non-deductible
goodwill impairment charge increased the income tax
expense by $14.1 million and the future income tax ben-
efit following a change in statutory rates decreased the
income tax expense by $3.7 million.

Net income and earnings per share

The Company’s net income for the year ended December
31,2009 decreased to $10.9 million, compared to $79.7
million in 2008. Excluding the after-tax change in fair
value of interest rate swap contracts ($3.8 million recovery
in 2009 and $9.4 million expense in 2008), the after-tax
non-recurring conversion charges of $9.9 million recorded
in 2008, the after-tax favourable ruling in a class-action
settlement of $3.0 million recorded in 2008 as well as the
goodwill impairment charge recorded in 2009, the Compa-
ny’s adjusted net income for the year ended December 31,
2009 would have been $52.1 million compared to $96.0
million in 2008 and the adjusted earnings per share would
have been $0.58 for 2009 and $1.11 for 2008.

SEGMENTED RESULTS
(unaudited)
Year ended December 31, 2009 Less-Than- Package  Specialized
(in thousands of dollars) Truckload  and Courier Services Truckload Corporate  Eliminations Total
Revenue 470,065 275,766 433,727 588,447 - (49,648) 1,718,357
Fuel Surcharge 53,901 19,145 4,354 50,769 - - 128,169
Total revenue 523,966 294911 438,081 639,216 - (49,648) 1,846,526
Operating expenses 364,290 181,486 320,196 509,838 (17,332)  (49,648) 1,308,830
Fixed costs, general and

administrative expenses 109,259 65,750 57,078 69,667 8,498 - 310,252
Incentive compensation plan - - - - 900 - 900
EBITDA (1) 50,417 47,675 60,807 59,711 7,934 - 226,544
(unaudited)
Year ended December 31, 2008 Less-Than- Package  Specialized
(in thousands of dollars) Truckload  and Courier Services Truckload Corporate Eliminations Total
Revenue 537,496 263,261 531,823 710,739 - (62,776) 1,980,543
Fuel Surcharge 109,157 33,340 9,849 129,040 - - 281,386
Total revenue 646,653 296,601 541,672 839,779 - (62,776) 2,261,929
Operating expenses 436,536 181,585 393,269 676,388 4,232 (62,776) 1,629,234
Fixed costs, general and

administrative expenses 127,581 69,212 58,259 76,718 12,077 - 343,847
Incentive compensation plan - - - - 8,885 - 8,885
EBITDA (1) 82,536 45,804 90,144 86,673 (25,194) - 279,963

(1) Please refer to the EBITDA section for a definition of this non-GAAP measure.
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Please refer to analysis and comments made on consoli-
dated financial results to explain segmented results as
they generally applied to all segments at the exception of
the Package and Courier segment where the 2009 Compa-
ny’s performance is slightly below last year results (before
significant acquisitions).

Less-Than-Truckload

Revenue from Less-Than-Truckload activities contributed
28% of total revenue before eliminations. This segment’s
combined revenue for the year ended December 31,2009
was $524.0 million, compared to $646.7 million for 2008.
Excluding fuel surcharge, combined revenue for the year
ended December 31,2009 was $470.1 million, compared
to $537.5 million for 2008.

Operating Expenses from Less-Than-Truckload activities
for the year ended December 31,2009 were $364.3 mil-
lion, compared to $436.5 million for 2008.

FCGA Expenses from Less-Than-Truckload activities for
the year ended December 31,2009 were $109.3 million,
compared to $127.6 million for 2008.

EBITDA from Less-Than-Truckload activities for the year
ended December 31,2009 was $50.4 million, compared to
$82.5 million for 2008.

Package and Courier

Revenue from Package and Courier activities contributed
15% of total revenue before eliminations. This segment’s
combined revenue for the year ended December 31,2009
was $294.9 million, compared to $296.6 million for 2008.
Excluding fuel surcharge, combined revenue for the year
ended December 31,2009 was $275.8 million, compared
to $263.3 million for 2008. Total revenue for 2009 was
positively impacted by the acquisition of ATS Andlauer
Retail Solutions Division which contributed $23.2 million

Operating Expenses from Package and Courier activities
for the year ended December 31,2009 were $181.5 mil-
lion, compared to $181.6 million for 2008.

FCGA Expenses from Package and Courier activities for the
year ended December 31,2009 were $65.8 million, com-
pared to $69.2 million for 2008.

EBITDA from Package and Courier activities for the year
ended December 31,2009 were $47.7 million, compared
to $45.8 million for 2008.

Specialized Services

Revenue from Specialized Services activities contributed
23% of total revenue before eliminations. This segment’s
combined revenue for the year ended December 31,2009
was $438.1 million, compared to $541.7 million for 2008.
Excluding fuel surcharge, combined revenue for the year
ended December 31,2009 was $433.7 million, compared
to $531.8 million for 2008.

Operating Expenses from Specialized Services activities for
the year ended December 31,2009 were $320.2 million,
compared to $393.3 million for 2008.

FCGA Expenses from Specialized Services activities for the
year ended December 31,2009 were $57.1 million, com-
pared to $58.3 million for 2008.

EBITDA from Specialized Services activities for the year
ended December 31,2009 was $60.8 million, compared to
$90.1 million for 2008.

Truckload
Beginning in Q4 08, the former Truckload and Specialized
Truckload segments were combined into Truckload.

Revenue from Truckload activities contributed 34% of total
revenue before eliminations. This segment’s combined
revenue for the year ended December 31,2009 was $639.2
million, compared to $839.8 million for 2008. Excluding
fuel surcharge, combined revenue for the year ended De-
cember 31,2009 was $588.5 million, compared to $710.7
million for 2008.

Operating Expenses from Truckload activities for the year
ended December 31,2009 were $509.8 million, compared
to $676.4 million for 2008. Operating lease expense in the
year ended December 31,2009 was $19.2 million com-
pared to $29.3 million in 2008.

FCGA Expenses from Truckload activities for the year
ended December 31,2009 were $69.7 million, compared
to $76.7 million for 2008.

EBITDA from Truckload activities for the year ended
December 31,2009 was $59.7 million, compared to
$86.7 million for 2008.

Corporate

Intersegment revenue eliminations were $49.6 million
for the year ended December 31,2009, compared to
$62.8 million for 2008.

2009 ANNUAL REPORT

_———— 25
TransForce



The Operating Expense recovery of $17.3 million in the
year ended December 31,2009 compares to an expense
of $4.2 million for 2008. The majority of the variance in
the operating expenses over last year came from unreal-
ized and realized gains on foreign exchange contracts and
heating oil futures compared to losses in 2008.

FCGA Expenses were $8.5 million for the year ended
December 31,2009, compared to $12.1 million for 2008.
These expenses are made up primarily by corporate head-
count related costs. Excluding the $4.5 million favourable
class-action settlement in Q1 08 and the non-recurring
conversion related costs of $2.8 million recorded in Q2 08,
the FCGA decreased by $5.3 million.

FOURTH QUARTER CONSOLIDATED FINANCIAL RESULTS
Consolidated highlights

The financial highlights for the fourth quarter of 2009 are:

» Total revenue decreased 10% to $488.6 million

+ Revenue excluding fuel surcharge decreased 7% to
$452.4 million

+ EBITDA® decreased by 18% to $60.3 million

- EBITDA margin decrease to 12.3%, compared to 13.6%
in Q4 2008

SELECTED FINANCIAL DATA

The Company recorded a $0.9 million expense for its
stock-based compensation plan in the year ended De-
cember 31, 2009. In the same period of 2008, TransForce
recorded an $8.9 million expense that was primarily
related to the termination of its previous incentive plan,
which was discontinued in the second quarter of 2008,
concurrent with TransForce’s conversion from income
trust to corporation.

EBITDA for the year ended December 31,2009 was
$7.9 million, compared to a loss of $25.2 million for 2008.

 Goodwill impairment of $45.0 million in the oilfield
services group of the Specialized Services segment

+ Adjusted earnings per share® decreased 27% to
$0.19 from $0.26 in Q4 2008

« Acquisition of ATS Andlauer Retail Solutions Division which
is expected to generate $120.0 million of annual revenue

(1) Please refer to the EBITDA section for a definition of this non-GAAP measure.
(2) See net income (loss) and earnings per share section for the exclusions.

(unaudited) Three months ended Three months ended
(in thousands of dollars, except per share amounts) December 31, 2009 December 31, 2008
Revenue 452,445 485,244
Fuel surcharge revenue 36,183 59,255
Total revenue 488,628 100.0% 544,499 100.0%
Earnings before interest, income taxes, depreciation

and amortization (EBITDA) (1) 60,250 12.3% 73,839 13.6%
Depreciation and amortization expense 30,505 6.2% 32,504 6.0%
Interest on long-term debt 7,784 1.6% 11,261 2.1%
Change in fair value of interest rate swap contracts 824 0.2% 11,715 2.2%
Goodwill impairment 45,000 9.2% - -%
Loss on disposal of business 15 0.0% - -%
Gain on disposal of property, plant and equipment (338) (0.1%) (91) (0.0%)
Income (loss) before income taxes (23,540) (4.8%) 18,450 3.4%
Income taxes 3,619 0.7% 3,650 0.7%
Net income (loss) (27,159)  (5.6%) 14,800 2.7%
Earnings per share

Basic (0.29) 0.17

Diluted (0.29) 0.17
EBITDA margin (EBITDA as a percentage of revenue) 12.3% 13.6%

(1) Please refer to the EBITDA section for a definition of this non-GAAP measure.
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For purposes of the fourth quarter consolidated financial

results section of the MD&A, significant acquisitions will

be defined as the acquisition of ATS Andlauer Retail Solu-
tions Division concluded in Q4 2009. Acquisitions during

Q4 2008 have been concluded early in the quarter; conse-
quently these 2008 acquisitions are not accounted for in

the year-over-year variance analysis.

CONSOLIDATED EXPENSES
Operating expenses

The decrease in revenue year-over-year for the fourth
quarter of 2009 is indicative of the continuing general
economic downturn and a lower average diesel price.
Total revenue in Q4 2009 decreased 10% to $488.6 million
from $544.5 million in 2008. The significant acquisitions
accounted for $23.2 million in additional revenue over Q4
2008. Revenue excluding fuel surcharge decreased 7% to
$452.4 million.

Three months ended

Three months ended

(in thousands of dollars) December 31,2009 December 31,2008 Variance
Operating expenses 351,872 384,859 (32,987) (9%)
Percentage of total revenue 72% 71%

The Company’s operating expenses are primarily costs re-
lated to employees and sub-contractors, vehicle operation,
insurance, road taxes and operating permits.

The operating expenses for the fourth quarter of 2009
were $351.9 million, compared to $384.9 million in 2008.
Significant acquisitions added $15.1 million. The Com-

Fixed costs and general and administrative expenses

pany’s operating expenses as a percentage of revenue
increased one percentage point from the same quarter
last year. Headcount, sub-contractor related costs and
lower fuel consumption as a result of lower volume levels
and a lower average diesel price account for most of the
year-over-year decrease.

Three months ended

Three months ended

(in thousands of dollars) December 31, 2009 December 31, 2008 Variance
Fixed costs and general and administrative expenses 75,806 85,801 (9,995)  (12%)
Percentage of total revenue 16% 16%

The Company’s fixed costs and general and administrative
expenses (FCGA) are primarily composed of costs related
to employee salaries, rent, telecommunications, mainte-
nance, security and other general expenses.

FCGA expenses for the fourth quarter of 2009 were $75.8
million compared to $85.8 million in 2008. Significant

acquisitions added $4.3 million. Year-over-year costs
decreased, before significant acquisitions, by $14.3 mil-
lion reflecting the salary and hiring freeze and other the
cost-cutting initiatives aimed at discretionary spending
initiated in Q1 2009 in response to the growing economic
challenges. Bad debt expense for Q4 2009 was $0.7 million
compared with $1.7 million in 2008.
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Operating ratio

The operating ratio (OR) is a non-GAAP financial measure which does not have any standardized meaning prescribed by GAAP. It is the sum of operating expenses, fixed costs, general
and administrative expenses, incentive compensation plan, depreciation and amortization, less the gain or plus the loss on disposal of property, plant and equipment, divided by
revenue. Although OR is not a recognized financial measure defined by GAAP, it is a widely recognized measure in the transportation industry, which we believe provides a comparable
benchmark for evaluating the Company’s performance. Investors should also note that our presentation of OR may not be comparable to similarly titled measures by other companies.

(unaudited) Three months ended Three months ended
(in thousands of dollars) December 31, 2009 December 31, 2008
Operating expenses 351,872 384,859
Fixed costs, general and administrative expenses 75,806 85,801
Incentive compensation plan 700 -
Depreciation and amortization 30,505 32,504
Gain on disposal of property, plant and equipment (338) (91)

458,545 503,073
Total revenue 488,628 544,499
Operating ratio 93.8% 92.4%
Operating ratio excluding depreciation and amortization 87.6% 86.4%

For the fourth quarter of 2009, the operating ratio was at 93.8% versus 92.4% in Q4 2008.

EBITDA

While EBITDA (Earnings before interest, income taxes, depreciation and amortization) is not a recognized measure under GAAP, management believes it to be a useful supplemental
measure. It is provided to assist in determining the ability of the Company to generate cash from its operations. Investors should also note that our presentation of EBITDA may not

be comparable to similarly titled measures by other companies.

Reconciliation of net income to EBITDA

(unaudited) Three months ended Three months ended
(in thousands of dollars) December 31, 2009 December 31, 2008
Net income (27,159) 14,800
Depreciation and amortization 30,505 32,504
Interest on long-term debt 7,784 11,261
Change in fair value of interest rate swap contracts 824 11,715
Goodwill impairment 45,000 -
Loss on disposal of business 15 -
Gain on disposal of property, plant and equipment (338) (91)
Income taxes 3,619 3,650
EBITDA 60,250 73,839

EBITDA amounted to $60.3 million or 12.3% of total
revenue in Q4 2009, compared to $73.8 million or 13.6%
of total revenue in Q4 2008.

Depreciation and amortization

Depreciation of property, plant and equipment was $24.7
million in Q4 2009 compared to $27.5 million in Q4 2008.
The Company also amortized $5.8 million of intangible
assets in Q4 2009 versus $5.0 million in 2008.

Interest on long-term debt

Interest on long-term debt decreased to $7.8 million in Q4
2009 from $11.3 million in Q4 2008, primarily as a result
of lower interest rates as well as lower debt levels.
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Change in fair value of interest rate swap contracts

As explained in the 2009 consolidated financial results,
the Company entered into interest rate swap contracts.
As a result of a change in fair value of these contracts, the
Company recorded a $0.9 million expense in Q4 09 related
to these contracts (Q4 2008 — $11.7 million expense) since
it does not use hedge accounting.

Goodwill impairment

In the fourth quarter of 2009, $45.0 million was accounted
for separately in the consolidated statement of income

as goodwill impairment. This goodwill impairment in

the Specialized Services segment is associated with our
Oilfield Services reporting unit. The impairment test deter-
mined that no goodwill impairment existed at December
31,2008.



Income taxes
The income tax expense slightly decreased to $3.6 million
in Q4 2009 from $3.7 million in Q4 2008.

For the fourth quarter 2009, the income tax expense
reflected a $10.9 million unfavourable variance versus
an anticipated income tax recovery of $7.3 million based
on the Company’s statutory tax rate of 31.34%.The
non-deductible goodwill impairment charge increased
the income tax expense by $14.1 million and the future
income tax benefit following a change in statutory rates
decreased the income tax expense by $3.2 million.

Net income (loss) and earnings per share

The Company’s net loss for Q4 was $27.2 million, com-
pared to a net income of $14.8 million in Q4 2008. Exclud-
ing the after-tax change in fair value of interest rate swap
contracts ($0.6 million expense in Q4 2009 and $8.0 mil-
lion expense in Q4 2008) as well as the goodwill impair-
ment charge recorded in 2009, the Company’s adjusted
net income for the quarter ended December 31,2009
would have been $18.4 million, compared to $22.8 million
in Q4 2008, and the adjusted earnings per share would
have been $0.19 for Q4 2009 versus $0.26 in Q4 2008.

SEGMENTED RESULTS
(unaudited)
Three month period ended December 31, 2009 Less-Than- Package  Specialized
(in thousands of dollars) Truckload  and Courier Services Truckload Corporate  Eliminations Total
Revenue 117,192 87,017 110,775 150,601 - (13,140) 452,445
Fuel Surcharge 14,390 6,869 1,168 13,756 - - 36,183
Total revenue 131,582 93,886 111,943 164,357 - (13,140) 488,628
Operating expenses 94,914 58,228 83,084 132,277 (3,491) (13,140) 351,872
Fixed costs, general and

administrative expenses 27,103 19,351 14,843 15,911 (1,402) - 75,806
Incentive compensation plan - - - - 700 - 700
EBITDA (1) 9,565 16,307 14,016 16,169 4,193 - 60,250
(unaudited)
Three month period ended December 31, 2008 Less-Than- Package  Specialized
(in thousands of dollars) Truckload  and Courier Services Truckload Corporate Eliminations Total
Revenue 131,694 66,987 138,912 169,137 - (21,486) 485,244
Fuel Surcharge 23,387 7,528 2,441 25,899 - - 59,255
Total revenue 155,081 74,515 141,353 195,036 - (21,486) 544,499
Operating expenses 102,936 45,590 99,542 152,207 6,070 (21,486) 384,859
Fixed costs, general and

administrative expenses 32,448 17,012 15,509 19,646 1,186 - 85,801
Incentive compensation plan - - - - - - -
EBITDA (1) 19,697 11,913 26,302 23,183 (7,256) - 73,839

(1) Please refer to the EBITDA section for a definition of this non-GAAP measure.

Less-Than-Truckload

Revenue from Less-Than-Truckload activities contributed
26% of total revenue before eliminations. This segment’s
combined revenue for Q4 2009 was $131.6 million, com-
pared to $155.1 million for Q4 2008. Excluding fuel sur-
charge, combined revenue for Q4 2009 was $117.2 million,
compared to $131.7 million for Q4 2008.

Operating Expenses from Less-Than-Truckload activities
for Q4 2009 were $94.9 million, compared to $102.9 mil-
lion for Q4 2008.

FCGA Expenses from Less-Than-Truckload activities for
Q4 2009 were $27.1 million, compared to $32.4 million for
04 2008.

EBITDA from Less-Than-Truckload activities for Q4 2009
were $9.6 million, compared to $19.7 million for Q4 2008.

Package and Courier

Revenue from Package and Courier activities contributed
19% of total revenue before eliminations. This segment’s
combined revenue for Q4 2009 was $93.9 million, com-
pared to $74.5 million for Q4 2008.The significant acquisi-
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tions accounted for $23.2 million in additional revenue
over Q4 2008. Excluding fuel surcharge, combined revenue
for Q4 2009 was $87.0 million, compared to $67.0 million
for Q4 2008.

Operating Expenses from Package and Courier activities
for Q4 2009 were $58.2 million, compared to $45.6 million
for Q4 2008. Significant acquisitions added $15.1 million.

FCGA Expenses from Package and Courier activities for
04 2009 were $19.4 million, compared to $17.0 million for
04 2008. Significant acquisitions added $4.3 million.

EBITDA from Package and Courier activities for 04 2009
were $16.3 million, compared to $11.9 million for Q4 2008.

Specialized Services

Revenue from Specialized Services activities contributed
22% of total revenue before eliminations. This segment’s
combined revenue for Q4 2009 was $111.9 million, com-
pared to $141.4 million for Q4 2008. Excluding fuel sur-
charge, combined revenue for Q4 2009 was $110.8 million,
compared to $138.9 million for Q4 2008.

Operating Expenses from Specialized Services activities for
04 2009 were $83.1 million, compared to $99.5 million for
Q4 2008.

FCGA Expenses from Specialized Services activities for
04 2009 were $14.8 million, compared to $15.5 million for
Q4 2008.

EBITDA from Specialized Services activities for Q4 2009
were $14.0 million, compared to $26.3 million for Q4 2008.

Truckload

Beginning in Q4 08, the former Truckload and Specialized
Truckload segments were combined into Truckload.

Summary of eight most recent quarterly results

Revenue from Truckload activities contributed 33% of total
revenue before eliminations. This segment’s combined rev-
enue for 04 2009 was $164.4 million, compared to $195.0
million for Q4 2008. Excluding fuel surcharge, combined
revenue for Q4 2009 was $150.6 million, compared to
$169.1 million for Q4 2008.

Operating Expenses from Truckload activities for 04 2009
were $132.3 million, compared to $152.2 million for Q4
2008. Operating lease expense in Q4 09 were $4.0 million
compared to $6.4 million in 2008. Including owner-opera-
tors, the total tractor count is 2,300 in Q4 09 compared to
2,800 in Q4 2008.

FCGA Expenses from Truckload activities for Q4 2009 were
$15.9 million, compared to $19.6 million for 04 2008.

EBITDA from Truckload activities for Q4 2009 were $16.2
million, compared to $23.2 million for Q4 2008.

Corporate
Intersegment revenue eliminations were $13.1 million for
04 2009, compared to $21.5 million for Q4 2008.

The Operating Expense recovery was $3.4 million in Q4
2009, compared to a charge of $6.1 million for Q4 2008.
The majority of the variance in the operating expenses
over last year came from unrealized and realized gains on
foreign exchange contracts and heating oil futures com-
pared to losses in 2008.

FCGA Recovery was $1.4 million for Q4 2009, compared to
an expense of $1.2 million for Q4 2008. These expenses are
made up primarily by corporate headcount related costs.
The 2009 recovery is due to a reallocation from corporate
to the other reporting segments.

EBITDA for Q4 2009 was $4.2 million, compared to a loss of
$7.3 million for Q4 2008.

($ million, except per share amounts) Q409 Q309 Q209 Q109 Q408 0308 Q208 Q108
Revenue 488.6 451.4 454.2 452.4 544.5 595.5 595.6 526.3
EBITDA (1) 60.3 62.0 59.8 44.5 73.8 82.3 66.9 56.9
Net income (loss) (2) (27.2) 17.0 18.0 3.1 14.8 26.5 19.3 19.1
Earnings (loss) per share
Basic (0.29) 0.19 0.21 0.04 0.17 0.31 0.22 0.22
Diluted (0.29) 0.19 0.21 0.04 0.17 0.31 0.22 0.22

(1) Please refer to the EBITDA section for a definition of this non-GAAP measure.
(2) TransForce Inc. operated as an Income Trust prior to Q2 08.

30 TransForce 2009 Annual Report



LIQUIDITY AND CAPITAL RESOURCES
Sources and uses of cash

Three months Three months
ended ended Year ended Year ended
December 31 December 31 December 31 December 31
(in thousands of dollars) 2009 2008 2009 2008
Sources of cash:
Cash flow from operating activities before net change
in non-cash operating working capital 50,684 48,050 191,234 218,712
Net change in non-cash operating working capital - 39,145 18,572 -
Increase in bank advances and overdraft 2,856 3,540 - 3,436
Increase in long-term debt 42,990 644 950 118,733
Proceeds from disposal of property, plant and equipment 3,494 6,904 23,085 24,167
Issuance of shares - - 47,616 -
Others 101 - 1,154 -
Total sources 100,125 98,283 282,611 365,048
Uses of cash:
Net change in non-cash operating working capital 2,427 - - 11,140
Decrease in bank advances and overdraft - - 5,691 -
Cash distributions paid to unitholders - - - 53,216
Dividends paid 9,525 8,679 36,136 20,220
Additions to property, plant and equipment 20,150 35,236 60,022 100,685
Business acquisitions 57,881 40,846 67,095 93,794
Repayment of long-term debt 9,493 12,234 112,140 84,140
Others 649 1,288 1,527 1,853
Total usage 100,125 98,283 282,611 365,048

Cash flow from operating activities

In the year ended December 31, 2009, cash flow from
operating activities before the net change in non-cash
operating working capital decreased 13% from 2008. It
amounted to $191.2 million in 2009, compared to $218.7
million in 2008. The decrease is mainly due to a lower
general volume levels observed in the trucking industry
resulting from the poor economic conditions. However,
this decrease compares with the reduction observed in our
revenue before fuel surcharge, indicating our capacity to
manage our costs.

For the fourth quarter, cash flow from operating activi-
ties before the net change in non-cash operating working
capital increased by 5% from $48.1 million in Q4 2008 to
$50.7 million for Q4 2009.

The Company’s objectives when managing its cash flow
from operations are to ensure proper capital investment is
done in order to provide stability and competitiveness to
its operations, to ensure sufficient liquidity to pursue its
growth strategy and undertake selective acquisitions, and
to maintain an appropriate debt level so that there are no
financial constraints on the use of capital.

Investing activities

For 20009, total capital expenditures, including acquisitions
under capital leases and conditional sales contracts for

a total of $5.0 million (2008 — $9.7 million), amounted to
$65.0 million compared to $110.4 million in 2008. These
expenditures include $44.2 million for rolling stock, $8.4
million for land and buildings, $1.1 million for technology
and $11.3 million for other equipment. The proceeds from
the disposal of property, plant and equipment generated
$23.1 million in 2009 (2008 — $24.2 million) and include
$14.8 million for rolling stock and $8.2 million for land
and buildings. The Company invests in new equipment

in order to ensure its quality of service while keeping
maintenance costs low. Its capital expenditure was lower
in 2009 and these investments reflect the level of reinvest-
ment required to keep its equipment in good order and

an adequate allocation of its capital resources. Further-
more, under the rolling stock category, the Company took
advantage of the market conditions to invest in its power
units at a level comparable to previous years. While on the
trailers side, the acquisitions were down from 2008 and
this unusual low level of investment permitted the Com-
pany to readjust its trailer fleet and improve its trailers-to-
power units ratio.
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Business acquisitions in the year ended December 31,
2009 were $67.1 million compared to $93.8 million in
2008.The principal business acquisition in 2009 is the
Retail Solutions Division of ATS Andlauer Transportation
Services Limited Partnership (ATS) concluded on November
19,2009.The acquired Division is expected to generate
approximately $120 million in annual revenue. It relies

on 165 owner-operators for the bulk of its business and
employs a total of 447 employees.

The Company’s investing activities used total cash flow of
$104.4 million in 2009 compared to $172.2 million in 2008.

Total capital expenditures for the fourth quarter of 2009
including acquisitions under capital leases and conditional
sales contracts for a total of $0.6 million (Q4 2008 — $5.5
million), amounted to $20.8 million compared to $40.7
million in Q4 2008. Expenditures in the quarter include
$15.9 million for rolling stock, $1.5 million for land and
buildings, $3.4 million for other equipment. The proceeds
from the disposal of property, plant and equipment gener-
ated $3.5 million in Q4 2009 (Q4 2008 - $6.9 million) and
include $3.4 million for rolling stock.

Business acquisitions in the three-month period ended
December 31,2009 were $57.9 million compared to
$40.8 million in 2008.

The Company’s investing activities used total cash flow
of $75.1 million in Q4 2009 compared to $70.5 million
in Q4 2008.

Debt as at December 31, 2009

As at December 31,2009, the Company’s long-term debt
of $707.9 million (including the short-term portion) is
composed of a $160.0-million seven-year term loan (ma-
turing October 2013), a $378.1-million four-year revolving

FINANCIAL POSITION

facility (maturing October 2010), a $100.0-million FSTQ
unsecured debenture (maturing October 2013), $14.7 mil-
lion in capital leases and $55.1 million in conditional sales
contracts and other debt.

In regard to the revolving facility maturing in October
2010, the Company intends to renew the loan before its
maturity date to pursue its objectives. There is a risk that
the Company will not be able to renew this long-term
debt on similar conditions, which may materially impact
the consolidated financial statements. However, in light
of actual market conditions, Company Management ex-
pects to renew the revolving term loan, at its current

or near authorized amount, with terms and conditions
that will not have a material impact on its consolidated
financial statements.

The Company also had approximately $15.9 million in let-
ters of credit outstanding against the four-year revolving
facility. As a result, approximately $121.0 million was avail-
able to be drawn under this facility at December 31, 2009.

As part of the Company’s syndicated bank debt, two
financial covenants must be maintained. The first is an
adjusted debt (senior balance sheet debt plus five times
rent expense) to earnings before interest, income taxes,
depreciation and amortization and rent expense (EBITDAR)
ratio. This covenant is measured on a consolidated last
12-month basis and must be kept below 3.5 times. As at
December 31,2009, the Company’s adjusted debt-to-EBIT-
DAR ratio was 3.17.The second covenant is an EBITDAR-to-
fixed cost (interest and rent expense) ratio. This covenant
is measured on a consolidated last 12-month basis and
must be kept above 2.75 times. As at December 31, 2009,
the Company’s EBITDAR to fixed cost ratio was 3.17 times.
The Company believes it will be compliant with these
covenants throughout 2010.

Highlights
(in thousands of dollars) December 31, 2009 December 31, 2008 Variance
Total assets 1,525,656 1,621,907 (5.9%)
Total long-term debt (including the

current portion of long-term debt) 707,929 808,014 (12.4%)
Shareholders’ equity 533,415 509,850 4.6%
Long-term debt to equity ratio 132.72% 158.48%
Long-term debt to total capitalization 57.03% 61.31%

The Company’s long-term debt to equity and long-term debt to capitalization ratios have decreased since December 2008
and reflect the constant effort maintained during 2009 to achieve our debt reduction objective.
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Outstanding share data

On December 31,2009 a total of 95,253,937 shares were outstanding, compared to 86,790,097 shares as at December 31,

2008.The following table provides the details:

Shares of the Company

(in thousands of dollars, except share numbers) Number $
Balance as at December 31, 2008 86,790,097 519,404
Issuance of shares 8,463,840 48,147
Balance as at December 31, 2009 95,253,937 567,551

There was no change in the Company’s outstanding capital
stock between December 31,2009 and February 24,2010.

On March 18,2009, the Company initiated a Normal
Course Issuer Bid (NCIB) that will allow it to purchase for
cancellation up to a maximum of 5,000,000 of its shares.
The NCIB expires on March 17,2010. As at December 31,
2009, no shares had been purchased under the NCIB.

On August 13,2009, the Company completed a public
offering and a private placement with Jolina Capital Inc.,
its principal shareholder, by which respectively 7,040,000
common shares and 1,423,840 common shares were is-
sued and sold at a price of $5.85 per share. The proceeds,
net of the underwriters’ fees and issue costs of $1,897,000,
amounted to $47,616,000 (548,147,000 after related
income taxes).

Contractual obligations

Incentive compensation plan

The Company recorded a $0.9 million compensation
expense in the year ended December 31,2009 compared
to $8.9 million in 2008 related to the termination of its
previous incentive plan in Q2 08.

Retained earnings (Deficit)

The Company’s retained earnings decreased by $25.5 mil-
lion in the year ended December 31,2009 compared to
December 31, 2008 as stated in the consolidated balance
sheet. The net income for the year ended December 31,
2009 is $10.9 million and the declared dividends were
$36.4 million.

Payments Due by Period

Less Than 1-3 4-5 After
(in thousands of dollars) Total 1year years years 5 years
Bank 4-year revolving facility 378,095 378,095 - - -
Bank 7-year facility 160,000 - - 160,000 -
Unsecured debenture 100,000 - - 100,000 -
Capital lease obligations 14,749 9,177 4,531 1,041 -
Other long-term obligations 55,085 16,491 22,258 9,795 6,541
Total contractual obligations 707,929 403,763 26,789 270,836 6,541
Commitments, contingencies and off-balance sheet arrangements

Payments Due by Period

Less Than 1-3 4-5 After
(in thousands of dollars) Total 1year years years 5 years
Operating leases — Rolling stock 26,598 15,059 10,022 1,509 8
Operating leases — Real estate & others 105,938 22,767 33,046 18,857 31,268
Total off-balance sheet obligations 132,536 37,826 43,068 20,366 31,276

Approximately $22 million of the real estate commitments
over five years is related to the Toronto facility used by
Canpar under a lease terminating in 2026.

A contingent consideration related to the ATS business ac-
quisition, concluded on November 19, 2009, has not been
included in the purchase price allocation. This consider-

ation is contingent on achieving specified revenue levels
in future periods. The maximum yearly amount payable
over the next five years is $4.0 million for a total consid-
eration of $20.0 million. On yearly confirmations of the
contractual conditions, the amounts then payable will be
added to the goodwill.
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Financial instruments

The Company has entered into foreign exchange forward
contracts, average rate forward exchange contracts and
currency option instruments for the sale of US dollars in
exchange for Canadian dollars that expire on various dates
through December 2011. As at December 31, 2009, the
notional amount of these contracts was US$58,618,000
(December 2008 — US$43,227,000), and the average
exchange rate of the contracts was C$1.1361 (December
2008 - C$1.1533).

The fair value of the foreign exchange contracts gener-
ally reflects the estimated amount that the Company
would receive from settlements of favourable contracts,

or which it would be required to pay to cancel unfavour-
able contracts at the balance sheet date. As at December
31,2009, the fair value of the foreign exchange contracts
was approximately $4,089,000 (December 2008 — negative
$3,775,000).

The Company has also entered into interest rate swap
contracts in order to mitigate the interest rate risk on a
portion of its variable rate debt, As at December 31,2009,
the Company had interest rate swap contracts on the
notional amount of $337,917,000 of debt, at an average
contracted Banker’s Acceptance rate of 2.85%, that expire
at various dates through October 2013.This represents
60% of the Company’s total variable rate debt. As a result,
the effective interest rate on the interest swap contracts is
4.4% at December 31, 2009. As at December 31, 2009, the
fair value of the interest rate swap contracts was approxi-
mately negative $8,294,000 (December 2008 — negative
$13,840,000).

In November 2009, the Company has ended all of its
heating oil futures contracts taking advantage of favour-
able market rates. As at December 31, 2008, the notional
amount of these contracts was US $5,845,000, and the av-
erage heating oil price of the contracts was C$0.5929 per
litre. As at December 31,2008, the fair value of the heating
oil futures is negative $762,000.

Legal proceedings

The Company is involved in litigation arising from the
ordinary course of business primarily involving claims

for bodily injury and property damage. It is not feasible

to predict or determine the outcome of these or similar
proceedings. However, the Company believes the ultimate
recovery or liability, if any, resulting from such litigation in-
dividually or in total would not materially adversely affect
the Company’s financial condition or results of operations
and, if necessary, have been provided for in the financial
statements.
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Subsequent event

In January 2010, the Company entered into an agreement
for the sale and leaseback of one of its properties for a
consideration of $32.0 million. The transaction will be
finalized in the first quarter of 2010.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The Company considers its purchase price allocation,
goodwill and intangible asset valuation estimates as
being critical and that, if changed, they could materially
affect the Company’s overall financial condition or results
of operations. Refer to Note 2 (b) Use of estimates and (d)
Goodwill and intangibles in the Company’s audited 2009
financial statements.

CHANGES IN ACCOUNTING POLICIES
Adopted during the current period

Goodwill and Intangible Assets

In February 2008, the CICA issued HB Section 3064, Good-
will and Intangible Assets, which replaced existing HB Sec-
tion 3062, Goodwill and Other Intangible Assets, and HB
Section 3450, Research and Development.The new stan-
dard provides guidance on the recognition, measurement,
presentation and disclosure of goodwill and intangible
assets. This standard is effective for interim and annual
financial statements relating to fiscal years beginning on
or after October 1, 2008.

The adoption of this Section was applied retrospectively
with restatement of consolidated financial statements

of prior periods. The impact on the balance sheet of prior
periods was the reclassification of software from Property,
plant and equipment to Intangible assets. The related
depreciation has also been reclassified to Amortization of
intangible assets. There was no impact on the Company’s
Retained earnings.

EIC-173 Credit risk and fair value of financial assets

and financial liabilities

Emerging Issues Committee (EIC) approved in January
2009 an abstract which clarifies that own credit risk and
the credit risk of the counterparty should be taken into
account in determining the fair value of derivative instru-
ments. EIC 173 is to be applied retrospectively without
restatement of prior periods to all financial assets and
liabilities measured at fair value in interim and annual
financial statements for periods ending on or after the
date of issuance of this Abstract. The adoption of this new
standard did not have any significant impact on its finan-
cial statements disclosures or results of operations.



To be adopted in future periods

Business Combinations

CICA issued HB 1582, Business Combinations, to establish
new standards for accounting for business combinations.
It is the Canadian equivalent to IFRS 3, Business Combina-
tions (January 2008). The section is effective for business
combinations for which the acquisition date is on or after
the beginning of the first annual reporting period begin-
ning on or after January 1, 2011. Earlier application is
permitted. New HB 1582, HB 1601, Consolidated Financial
Statements, and HB 1602, Non-Controlling Interests, are to
be implemented concurrently.

This new section requires, amongst others, that most
identifiable assets, liabilities, non-controlling interests

and goodwill acquired in a business combination be
recorded at “full fair value” and acquisition-related costs
are recognized as expenses as incurred and that liabilities
associated with restructuring or exit activities are recog-
nized only if they meet the definition of a liability as of the
acquisition date.

Consolidated Financial Statements

CICA issued HB 1601, Consolidated Financial Statements,
which supersedes the like named HB 1600. This Section
applies to interim and annual financial statements for
fiscal years beginning on or after January 1,2011. The Sec-
tion establishes standards for the preparation of consoli-
dated financial statements. HB 1601 carries forward the
consolidation guidance previously included in HB 1600.

Non-Controlling Interests

CICAissued HB 1602, Non-Controlling Interests, to provide
guidance on accounting for non-controlling interests
subsequent to a business combination. The section is to be
implemented concurrently with HB 1582, Business Combi-
nations. HB 1602 is effective for fiscal years beginning on
or after January 1,2011 with earlier adoption permitted as
of the beginning of a fiscal year. HB 1602 is to be applied
retrospectively, with certain exceptions.

HB 1602 replicates the provisions of IAS 27, Consolidated
and Separate Financial Statements, other than the disclo-
sure requirements. The key features are: non-controlling
interests in subsidiaries are presented in the consolidated
balance sheet with equity, separate from the parent share-
holders’ equity. In income statements, non-controlling
interest is not deducted in arriving at consolidated net
income but is allocated to the controlling interest and the
non-controlling interest according to their percentage
ownership.

The Company does not expect these three new standards
to have a material impact on the Company’s consolidated
financial statements.

Conversion to International Financial Reporting Standards
CONVERSION PROGRESS

In 2005, the Accounting Standards Board of Canada (AcSB)
announced that accounting standards in Canada are to
converge with International Financial Reporting Standards
(IFRS). On February 13,2008, the AcSB confirmed that
publicly accountable entities will be required to prepare
financial statements in accordance with IFRS, in full and
without modification, for interim and annual financial
statements for fiscal years beginning on or after January 1,
2011, which represent the “Changeover” date for the Com-
pany. In the Company’s reporting for those periods follow-
ing the Changeover date, comparative data for equivalent
periods in the previous fiscal year will be required, making
January 1, 2010 the “Transition” date for the Company.

IFRS uses a conceptual framework similar to Canadian
GAAP, but presents significant differences on certain
recognition, measurement and disclosure principles. In the
period leading up to the Changeover, the AcSB will contin-
ue to issue accounting standards that are better aligned

with IFRS thus mitigating the impact of conversion to IFRS.

Further, the International Accounting Standards Board
(IASB) will also continue to issue new, or amend existing
accounting standards during the conversion period, and as
a result, the final impact on the Company’s consolidated
financial statements of applying IFRS in full will only be
entirely measurable once all applicable IFRS requirements
at the final Changeover date are known.

To ensure adequate management of this process, the
Company has established a Committee composed of
members from different levels and positions to oversee
project coordination and monitoring. Staff with the ap-
propriate qualifications and experience has been assigned
to the project.

The TransForce transition to full implementation of IFRS
consists of four phases:

Phase 1 —Preliminary Study

This phase involves performing a high-level assessment to
identify areas of accounting differences and their impact
that may arise from the transition to IFRS.

Phase 2 — Evaluation
During this phase the Company prioritizes the areas identi-
fied in Phase 1 (high, medium or low) and performs an
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evaluation of the key areas that may be impacted by the
transition to IFRS. A detailed conversion plan will then be
developed. Since changes are expected to IFRS standards
during the conversion period and could impact the conver-
sion plan, a monitoring process will be established.

Phase 3 — Conversion

In this phase, the Company designs and develops solutions
to address the differences identified in phase 2. Changes
required to the existing accounting policies, information
systems, business processes and internal controls over
financial reporting will be identified in order to perform
conversion to IFRS. Impacts on contractual arrangements
are evaluated and reported appropriately; modifications
will be made as required. It also involves the development
of a communication and training program for the Com-
pany’s finance and other staff, as necessary.

Phase 4 —Implementation

The objective of this final phase is to enable contin-

ued IFRS reporting and to facilitate knowledge sharing.
Changes identified in phase 3 are implemented and tested
to ensure that any difference is addressed prior to the
changeover date. Implementation also involves further
training of staff as revised systems begin to take effect
and will continue until completion of the implementation.

The project will culminate in the collection of financial infor-
mation necessary to compile IFRS-compliant financial state-
ments, embedding IFRS in business processes, eliminating
unnecessary data collection processes and submitting IFRS
financial statements to the Audit Committee for approval.

Progress reporting to the Audit Committee on the status
of the IFRS implementation project has been instituted.
The Company completed the Phase 1 in July 2009 and
began the phase 2 in the third quarter of 2009. The IFRS
team will now focus on the detailed conversion plan and,
concurrently, will start the phase 3 in Q1 2010.

POTENTIAL IMPACT OF IMPLEMENTATION ON TRANSFORCE

The comparisons of IFRS with Canadian GAAP, which are
currently reflected in the Company’s accounting policies,
have helped identify a number of areas of differences.

IFRS 1, First-Time Adoption of International Financial
Reporting Standards, provides entities adopting IFRS for
the first time with a number of optional exemptions and
mandatory exceptions, in certain areas, to the general
requirement for full retrospective application of IFRS.

The Company is analyzing the various accounting policy
choices available and will implement those determined to
be most appropriate in the circumstances.
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Most adjustments required on transition to IFRS will be
made, retrospectively, against opening retained earnings
as of the date of the first comparative balance sheet pre-
sented based on standards applicable at that time. Tran-
sitional adjustments relating to those standards where
comparative figures are not required to be restated will
only be made as of the first day of the year of adoption.

The following are selected key areas of accounting differ-
ences where changes in accounting policies in conversion
to IFRS may impact the Company’s consolidated financial
statements. The list and comments should not be con-
strued as a comprehensive list of changes that will result
from transition to IFRS but rather highlights those areas of
accounting differences the Company currently believes to
be most significant. Notwithstanding, analysis of changes
is still in progress and certain decisions remain to be made
where choices relating to accounting policies are available.
The areas of differences highlighted below are based on
existing Canadian GAAP and IFRS effective at December
31,2009. At this stage, the Company is not able to reliably
quantify the full impact of these and other differences on
TransForce’s consolidated financial statements.

Business combinations

IFRS 3 — Business combinations requirements differ from
the actual Canadian GAAP. See the new CICA HB 1582 at
the beginning of this section.

Property, plant and equipment

IAS 16 — Property, plant and equipment requires a more
rigorous and broader separation accounting for the asset’s
components. Other differences between IFRS and Cana-
dian GAAP exist in relation to the guidance when account-
ing for the replacement of components and the capitaliza-
tion of administration and services costs is not allowed
under IFRS. At the date of Transition, the fair value can be
used as deemed cost under IFRS 1.

Impairment of assets

Mainly IAS 36 —impairment of assets. IFRS contains a
single comprehensive impairment standard under which
assets are tested for impairment either individually or
within cash-generating units (CGUs). CGUs will have to

be established and are typically identified at a lower

level within the Company than an operating unit under
Canadian GAAP. Differences also exist in the measure-
ment methods of impairment charges and rules may more
frequently conclude to an impairment charge.

Provisions

IAS 37 — Provisions, contingent liabilities and contingent

assets, requires a provision to be recognized when: there
is a present obligation as a result of a past transaction or



event; it is probable that an outflow of resources will be
required to settle the obligation; and a reliable estimate
can be made of the obligation. “Probable” in this context
means more likely than not. Under Canadian GAAP, the cri-
terion for recognition in the financial statements is “likely”,
which is a higher threshold than “probable”. Therefore, it is
possible that there may be some provisions or contingent
liabilities which would meet the recognition criteria under
IFRS that were not recognized under Canadian GAAP.
Other differences between IFRS and Canadian GAAP exist
in relation to the measurement of provisions, such as the
methodology for determining the best estimate where
there is a range of equally possible outcomes (IFRS uses
the mid-point of the range, whereas Canadian GAAP uses
the low-end of the range), and the requirement under IFRS
for provisions to be discounted where material.

The Company will continue to review all proposed and
ongoing projects of the IASB and assess their impact on its
conversion process.

RISKS AND UNCERTAINTIES

Economic conditions

Demand for freight transport is closely linked to the
state of the overall economy. Consequently, a change in
general economic growth could affect the Company’s
performance. However, the Company serves an extensive
customer base, covers a broad geographic area, and par-
ticipates in four distinct transport sectors. These factors
may mitigate the effects of an economic downturn.

Competition

Deregulation in the transport industry has increased

the number of competitors, as well as competition with
respect to pricing. Competition is strong within the Cana-
dian market. In addition the Company faces competition
from other transporters in the United States.

Regulation

Notwithstanding the fact that the transportation industry
is largely deregulated, carriers must obtain licenses issued
by provincial transport boards in order to carry goods
inter-provincially or to transport goods within any prov-
ince. Licensing from United States regulatory authorities

is also required for the transportation of goods between
Canada and the United States. Any change in these regula-
tions could have an adverse impact on the scope of the
Company’s activities.

General operating environment
The Company is subject to changes in its general operat-
ing environment. The elements affecting its environment

are the cost of liability insurance, the market for used
equipment, adverse weather conditions and accidents.

Fuel prices

The Company is exposed to variations in the price of fuel.
The Company is generally able to recover the majority of
added fuel costs through surcharges to its customers. It
also strives to ensure the fuel consumption of its fleet is
as efficient as possible. The cost of fuel ranges from 2% to
14% of an operating segment’s total revenue depending
on the operating segment.

Currency fluctuations

In the normal course of business, the Company is subject
to fluctuations in the value of the US dollar. The Company
manages this risk through the use of foreign exchange
forward contracts. Please refer to the Financial Instruments
section for more details on currency fluctuation.

The Company estimates its annual net US-denominated
cash flow at approximately $116 million (before forward
exchange contracts) at December 31,2009. A change of
one cent in the exchange rate would impact the Compa-
ny’s earnings before taxes by approximately $1.20 million
on an annual basis (before forward exchange contracts).

Interest rates fluctuations

The Company is subject to fluctuations in interest rates.
The Company had $224.5 million of long-term debt at
variable rates as at December 31,2009 (net of $337.9
million of interest rate swap contracts). A 1% change in
interest rates would have impacted the Company’s 2009
earnings before taxes by approximately $2.2 million.

Credit

The Company sells services to clients primarily in Canada
and the United States. The concentration of credit risk to
which the Company is exposed is limited due to the sig-
nificant number of customers that make up its client base
and their distribution across different geographic areas. As
at December 31, 2009, no client accounted for more than
10% of total accounts receivable.

Loan default

The Company’s current credit facilities and financing agree-
ment impose certain covenant requirements. There is a

risk that such loans may go into default if there is a breach
in complying with such covenants and obligations which
could result in the Company being unable to pay dividends
to shareholders and the lenders realizing on their security
and causing the Company to lose some or all of its invest-
ment. As at December 31,2009, the Company is in compli-
ance with all of its debt covenants and obligations.
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Key personnel

The future success of the Company will be based in large
part on the quality of its management and key personnel.
The loss of key personnel could have a negative effect on
the Company. There can be no assurance that the Company
will be able to retain its current personnel or, in the event of
their departure, to attract new personnel of equal quality.

DISCLOSURE CONTROLS AND PROCEDURES

TransForce’s President and Chief Executive Officer (CEO),
acting also as Chief Financial Officer, is responsible for
establishing and maintaining the Company’s disclosure
controls and procedures.

Disclosure controls and procedures are designed to pro-
vide reasonable assurance that all relevant information is
gathered and reported to senior management, including
the CEO, on a timely basis so that appropriate decisions
can be made regarding public disclosure.

An evaluation of the effectiveness of the design and
operation of our disclosure controls and procedures was
conducted as of December 31,2009, by and under the
supervision of the Company’s management, including
the CEO. Based on this evaluation, the CEO has concluded
that our disclosure controls and procedures, as defined in
Canada by Multilateral Instrument 52-109 (Certification
of Disclosure in Issuers’ Annual and Interim Filings), are
effective to provide reasonable assurance that information
required to be disclosed in reports that we file or submit
under Canadian securities legislation is recorded, pro-
cessed, summarized and reported within the time periods
specified in those rules and forms.

INTERNAL CONTROL OVER FINANCIAL REPORTING

The Company’s management is responsible for,and has
designed, internal control over financial reporting to
provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial state-
ments in accordance with Canadian generally accepted
accounting principles. An evaluation of the effectiveness
of the internal controls over financial reporting was con-
ducted as of December 31,2009, by and under the supervi-
sion of the Company’s management, including the CEO,
using the Committee of Sponsoring Organizations of the
Treadway Commission (COSO) framework. Based on this
evaluation, the CEO has concluded that our internal con-
trols over financial reporting are effective. The Company
continually reviews and enhances its systems of internal
controls and procedures. However, because of the inher-
ent limitations in all control systems, internal control over
financial reporting will not prevent or detect all misstate-
ments due to error or fraud.
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The CEO has concluded that there were no changes in the
design of internal control over financial reporting during
the year ended December 31, 2009 that have materially
affected, or are reasonably likely to materially affect, the
Company’s internal control over financial reporting.

OUTLOOK

Although some economic indicators appear to be signal-
ling an end to the recession as 2010 begins, these are not
translating to immediate improvement in the level of
activity in the transportation and logistics industry served
by TransForce. Overall volumes remain low and beyond
the control of the Company. As a result, TransForce expects
2010 to be a challenging year with some potential for
improvement in the latter months.

As it has done for more than a year, TransForce will con-
tinue to control its costs while exercising pricing discipline
to the extent possible in the current environment. Its

goal is to protect its EBITDA margin to allow it to remain
well-positioned to ensure shareholders can benefit from
increased volumes that should flow from eventual higher
general economic activity in North America.

The Company intends to continue to pay down debt in
2010 by at least the $100 million retired in 2009, strength-
ening the balance sheet and providing for greater financial
flexibility in the future. This debt reduction represents an
approximate increase of $1.00 per share in the enterprise
value of TransForce.

The Company believes its relative financial strength and
superior operating skills mean it continues to be the stron-
gest competitor in its industry. TransForce will emerge
from the economic slowdown in a better position to
generate profits and to move quickly to continue its role as
an industry consolidator through acquisitions that meet
its strict criteria. Current market conditions may dictate
continued restraint but TransForce remains committed to
its strategy of growth through longer-term acquisitions.



MANAGEMENT’S RESPONSIBILITY

The consolidated financial statements of TransForce Inc.
and all information in this annual report are the respon-
sibility of management and have been approved by the

Board of Directors.

The financial statements have been prepared by manage-
ment in conformity with generally accepted accounting
principles in Canada. They include some amounts that are
based on management’s best estimates and judgement.
Financial information included elsewhere in the annual
report is consistent with that in the financial statements.

The management of TransForce Inc. has developed and
maintains an internal accounting system and administra-
tive controls in order to provide reasonable assurance that
the financial transactions are properly recorded and car-
ried out with the necessary approval, and that the consoli-
dated financial statements are properly prepared and the
assets properly safeguarded.

AUDITORS’ REPORT TO THE SHAREHOLDERS

We have audited the consolidated balance sheets of Trans-
Force Inc. (the “Company”) as at December 31,2009 and
2008 and the consolidated statements of income, compre-
hensive income and deficit and cash flows for the years
then ended. These financial statements are the responsi-
bility of the Company’s management. Our responsibility is
to express an opinion on these financial statements based
on our audits.

We conducted our audits in accordance with Canadian
generally accepted auditing standards. Those standards re-
quire that we plan and perform an audit to obtain reason-
able assurance whether the financial statements are free
of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and dis-
closures 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.

* CA Auditor permit no 8821.

The Board of Directors carries out its responsibility for
the financial statements in this annual report principally
through its Audit Committee. The Audit Committee
reviews the Company’s annual consolidated financial
statements and recommends their approval by the Board
of Directors.

These financial statements have been audited by the ex-
ternal auditors, KPMG LLP, Chartered Accountants, whose
report follows.

Dk

Alain Bédard, CA, CMA

Chairman of the Board,

President and Chief Executive Officer
February 22,2010

In our opinion, these consolidated financial statements
present fairly, in all material respects, the financial posi-
tion of the Company as at December 31,2009 and 2008,
and the results of its operations and its cash flows for the
years then ended in accordance with Canadian generally
accepted accounting principles.

Kins -
e —

Chartered Accountants
Montréal, Canada
February 22,2010
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CONSOLIDATED BALANCE SHEETS

Years ended December 31,2009 and 2008

(In thousands of dollars) 2009 2008
Assets
Current assets:
Accounts receivable $ 262,219 $ 302,801
Inventories 9,116 11,296
Income tax receivable 751 519
Prepaid expenses 9,480 14,285
Future income taxes (note 11) - 1,666
281,566 330,567
Property, plant and equipment (note 5) 667,315 715,261
Intangible assets (note 6) 146,946 132,124
Goodwill (note 7) 418,951 435,851
Other assets 6,774 6,258
Future income taxes (note 11) 4,104 1,846
$ 1,525,656 $ 1,621,907
Liabilities and Shareholders’ Equity
Current liabilities:
Bank indebtedness S 6,826 S 12,517
Accounts payable and accrued liabilities 187,934 218,763
Dividends payable 9,525 9,250
Current portion of long-term debt (note 8) 403,763 69,028
608,048 309,558
Long-term debt (note 8) 304,166 738,986
Asset retirement obligations (note 9) 10,794 8,204
Future income taxes (note 11) 69,233 55,309
Shareholders’ equity:
Share capital (note 10) 567,551 519,404
Contributed surplus 900 -
Deficit (35,036) (9,554)
533,415 509,850
Commitments, contingencies and guarantees (note 14)
Subsequent event (note 16)
$ 1,525,656 $ 1,621,907

See accompanying notes to consolidated financial statements.

On behalf of the Board:

X

\ & Pafideiry K. P?J:?‘?-,'F}F{:’fﬂ—

[

Director Director
Alain Bédard Ronald D. Rogers
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CONSOLIDATED STATEMENTS OF INCOME, COMPREHENSIVE INCOME AND DEFICIT

Years ended December 31,2009 and 2008

(In thousands of dollars, except per share amounts) 2009 2008

Revenue S 1,718,357 $ 1,980,543

Fuel surcharge revenue 128,169 281,386
1,846,526 2,261,929

Expenses:

Operating expenses 1,308,830 1,629,234

Fixed costs, general and administrative expenses 310,252 343,847

Incentive compensation plan (note 10 (c)) 900 8,885
Operating income before the following 226,544 279,963
Depreciation of property, plant and equipment 102,557 104,826
Amortization of intangible assets 20,045 18,180
Interest on long-term debt 34,996 46,597
Change in fair value of interest rate swap contracts (5,546) 13,840
Gain on disposal of property, plant and equipment (2,729) (2,657)
Gain on disposal of business (119) -
Income before the following 77,340 99,177
Goodwill impairment (note 7) 45,000 -
Income before provision for income taxes 32,340 99,177
Provision for income taxes (note 11):

Current 9,055 11,003

Future 12,356 8,496

21,411 19,499
Net income and comprehensive income 10,929 79,678
Deficit, beginning of year (9,554) (15,146)
Distributions declared to unitholders - (43,541)
Dividends (36,411) (27,279)
Incentive compensation plan (note 10 (c)) - (3,266)
Deficit, end of year $ (35,036) $ (9,554)
Earnings per share (note 10 (d)):

Basic and diluted S 0.12 S 0.92
Weighted average number of shares outstanding 90,036,501 86,467,788
See accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31,2009 and 2008

(In thousands of dollars) 2009 2008
Cash flows from operating activities:
Net income 10,929 79,678
Non-cash items:
Depreciation of property, plant and equipment 102,557 104,826
Amortization of intangible assets 20,045 18,180
Incentive compensation plan 900 8,885
Purchase of units held by the Fund for the incentive plan - (400)
Future income taxes 12,356 8,496
Gain on disposal of property, plant and equipment (2,729) (2,657)
Gain on disposal of business (119) -
Amortization of deferred financing charges 1,560 1,344
Goodwill impairment 45,000 -
Others 735 360
191,234 218,712
Net change in non-cash operating working capital 18,572 (11,140)
209,806 207,572
Cash flows from financing activities:
(Decrease) increase in bank overdraft (5,691) 3,436
Increase in long-term debt 950 118,733
Repayment of long-term debt (112,140) (84,140)
Cash distributions paid to unitholders - (53,216)
Dividends paid (36,136) (20,220)
Issuance of shares 47,616 -
(105,401) (35,407)
Cash flows from investing activities:
Additions to property, plant and equipment (60,022) (100,685)
Proceeds from disposal of property, plant and equipment 23,085 24,167
Business acquisitions (including bank advances, net of cash) (note 3) (67,095) (93,794)
Proceeds from disposal of business 1,154 -
Others (1,527) (1,853)
(104,405) (172,165)
Net change in cash and cash equivalents during the year - -
Cash and cash equivalents, beginning of year - -
Cash and cash equivalents, end of year - -
Supplemental cash flow information:
Cash paid during the year for:
Interest 34,941 46,134
Income taxes 10,395 16,277

See accompanying notes to consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Years ended December 31, 2009 and 2008
(Tabular amounts in thousands of dollars)

TransForce Inc. (the “Company”) was incorporated under
the Canada Business Corporations Act, pursuant to the Plan
of Arrangement described in note 10 (a).

1. CHANGES IN ACCOUNTING POLICIES

Adopted during the current period

(a) Goodwill and intangible assets

In February 2008, the CICA issued HB Section 3064, Good-
will and Intangible Assets, which replaced the existing HB
Section 3062, Goodwill and Other Intangible Assets, and HB
Section 3450, Research and Development.The new stan-
dard provides guidance on the recognition, measurement,
presentation and disclosure of goodwill and intangible
assets. This standard is effective for interim and annual
financial statements relating to fiscal years beginning on
or after October 1,2008.

The adoption of this Section was applied retrospectively
with restatement of consolidated financial statements of
prior periods. The impact on the balance sheet of prior peri-
ods was the reclassification of software from Property, plant
and equipment to Intangible assets. The related deprecia-
tion has also been reclassified to Amortization of intangible
assets. There was no impact on the Company’s deficit.

(b) EIC-173 Credit Risk and Fair Value of Financial Assets
and Financial Liabilities
Emerging Issues Committee (EIC) approved in January
2009 an abstract which clarifies that own credit risk and
the credit risk of the counterparty should be taken into
account in determining the fair value of derivative instru-
ments. EIC-173 is to be applied retrospectively without
restatement of prior periods to all financial assets and
liabilities measured at fair value in interim and annual
financial statements for periods ending on or after the
date of issuance of this Abstract. The adoption of this new
standard did not have any significant impact on the finan-
cial statement disclosures or results of operations.

To be adopted in future periods

(a) Business combinations

CICA issued HB 1582, Business Combinations, to establish

new standards for accounting for business combinations.
It is the Canadian equivalent to IFRS 3, Business Combina-
tions (January 2008). The section is effective for business

combinations for which the acquisition date is on or after
the beginning of the first annual reporting period begin-

ning on or after January 1, 2011. Earlier application is
permitted. New HB 1582, HB 1601, Consolidated Financial
Statements, and HB 1602, Non-Controlling Interests, are to
be implemented concurrently.

This new section requires, amongst others, that most
identifiable assets, liabilities, non-controlling interests

and goodwill acquired in a business combination be
recorded at “full fair value” and acquisition-related costs
are recognized as expenses as incurred and that liabilities
associated with restructuring or exit activities are recog-
nized only if they meet the definition of a liability as of the
acquisition date.

(b) Consolidated financial statements

CICA issued HB 1601, Consolidated Financial Statements,
which supersedes the like named HB 1600. This Section
applies to interim and annual financial statements for
fiscal years beginning on or after January 1,2011. The Sec-
tion establishes standards for the preparation of consoli-
dated financial statements. HB 1601 carries forward the
consolidation guidance previously included in HB 1600.

() Non-controlling interests

CICA issued HB 1602, Non-Controlling Interests, to provide
guidance on accounting for non-controlling interests
subsequent to a business combination. The section is to be
implemented concurrently with HB 1582, Business Combi-
nations. HB 1602 is effective for fiscal years beginning on
or after January 1,2011 with earlier adoption permitted as
of the beginning of a fiscal year. HB 1602 is to be applied
retrospectively, with certain exceptions.

HB 1602 replicates the provisions of IAS 27, Consolidated
and Separate Financial Statements, other than the disclo-
sure requirements. The key features are: non-controlling
interests in subsidiaries are presented in the consolidated
balance sheet with equity, separate from the parent share-
holders’ equity. In income statements, non-controlling
interest is not deducted in arriving at consolidated net
income, but is allocated to the controlling interest and

the non-controlling interest according to their percentage
ownership.

The Company does not expect these three new standards
to have a material impact on the Company’s consolidated
financial statements.
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(d) International Financial Reporting Standards (IFRS)

In 2005, the Accounting Standards Board of Canada (AcSB)
announced that accounting standards in Canada are to
converge with International Financial Reporting Standards
(IFRS). On February 13,2008, the AcSB confirmed that
publicly accountable enterprises would be required to ap-
ply, and report in accordance with IFRS, in full and without
modification, effective in fiscal years beginning on or after
January 1, 2011 (the “Changeover” date). In the Company’s
reporting in those periods following the Changeover date,
the Company will be required to present comparative data
for equivalent periods in the previous fiscal year, making
January 1, 2010 the “Transition” date for the Company.

IFRS uses a conceptual framework similar to Canadian
generally accepted accounting principles (“Canadian
GAAP”), but presents significant differences on certain
recognition, measurement and disclosure principles. In
the period leading up to the Changeover, the AcSB will
continue to issue accounting standards that are better
aligned with IFRS, as illustrated by Section 3064, Goodwill
and Intangible Assets, applicable for the Company as of
January 1,20009, as it relates to IAS 38, Intangible Assets,
thus mitigating the impact of conversion to IFRS. Further,
the International Accounting Standards Board (IASB) will
also continue to issue new, or amend existing accounting
standards during the conversion period, and, as a result,
the final impact on the Company’s consolidated financial
statements of applying IFRS in full will only be entirely
measurable once all applicable IFRS standards at the final
Changeover date are known.

The Company has developed a plan to convert its consoli-
dated financial statements to IFRS. The Company has also
set up an IFRS dedicated team.The Company is monitor-
ing the impact of the transition on its business practices,
systems and internal controls over financial reporting. A
detailed analysis of the differences between IFRS and the
Company’s accounting policies, as well as an assessment of
the impact of various alternatives are in progress. Changes
in accounting policies are likely and may materially impact
the Company’s consolidated financial statements.

2. SIGNIFICANT ACCOUNTING POLICIES

The preparation of financial statements in conformity
with Canadian generally accepted accounting principles
requires management to make estimates and assump-
tions that affect the amounts recorded in the financial
statements or disclosed in the accompanying notes.
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(@) Principles of consolidation

The consolidated financial statements of the Company
have been prepared in accordance with Canadian GAAP.
The Company carries on its business through its own
divisions, subsidiaries, associated businesses and joint
ventures. The accounts of its subsidiaries are consolidated.
The Company follows the equity method of accounting for
associated businesses for which the Company has the abil-
ity to significantly influence, generally representing 20%
to 50% ownership. Joint ventures, which are established to
carry out specific projects, are accounted for using the pro-
portionate consolidation method. Joint ventures represent
a negligible portion of the Company’s operations.

(b) Use of estimates

The preparation of the accompanying financial statements
in conformity with Canadian GAAP requires management
to make estimates and assumptions about future events.
These estimates and the underlying assumptions affect
the amounts of assets and liabilities reported, disclosures
about contingent assets and liabilities, and the reported
amounts of revenues and expenses. Such estimates
include the valuation of accounts receivable, goodwill, in-
tangible assets, and other long-lived assets, the calculation
of income taxes, asset retirement obligations and pension
obligations. These estimates and assumptions are based
on management’s best estimates and judgment.

Management evaluates its estimates and assumptions
on an ongoing basis using historical experience and other
factors, including the current economic environment,
which management believes to be reasonable under

the circumstances. Management adjusts such estimates
and assumptions when facts and circumstances dictate.
Illiquid credit markets, volatile equity, foreign currency
and energy markets, and declines in consumer spend-

ing have combined to increase the uncertainty inherent
in such estimates and assumptions. Actual results could
differ from these estimates. Changes in those estimates
and assumptions resulting from changes in the economic
environment will be reflected in the financial statements
of future periods.

(c) Property, plant and equipment and capital leases
Property, plant and equipment are accounted for at cost
and depreciated over their estimated useful lives, con-
sidering their residual value, according to the following
methods and annual rates:



Asset Basis Rate/period
Buildings Declining balance 5%
Rolling stock Primarily straight-line 6% to 30%

Furniture, equipment, machinery and hardware
Leasehold improvements

10% to 20%
Term of leases

Primarily straight-line
Straight-line

Capital leases, transferring substantially all the risks and
benefits of ownership relating to property leased to the
Company, are capitalized by recording, as assets and li-
abilities, the present value of minimum lease payments
provided for under these leases. The leased property capi-
talized under this policy is amortized over its estimated
useful life.

(d) Goodwill and intangibles

Goodwill represents the excess of the purchase price over
the fair value of net assets of acquired businesses. Good-
will is tested for impairment annually or more often, when
an event occurs or circumstances arise that could indicate
a reduction of its fair value. Any impairment in the value
of goodwill is charged to income in the period it occurs.

Goodwill is assessed for impairment annually using the
two-step method and whenever events or changes in
circumstances indicate that the carrying value may not be
recoverable. The recoverability of goodwill is measured at
the reporting unit level. The Company consistently deter-
mines the fair value of its reporting units based on the use
of comparative market multiples. The use of comparative
market multiples (the market approach) compares the
Company to other comparable companies based on valua-
tion multiples to arrive at fair value. The Company regu-
larly compares itself and its divisions to its competitors
and the Company believes the judgments used to arrive
at these comparable companies are reasonable. There are
inherent uncertainties related to these factors and judg-
ment in applying them to the analysis of goodwill

for impairment.

When testing for goodwill impairment, the Company first
compares the fair value of a reporting unit with its carry-
ing amount. Fair value for the goodwill impairment test
is determined using the market approach based on the
Company’s future budgets, which include many assump-
tions as to the anticipated Company’s growth, general
economic conditions, the feasibility of certain sale and
leaseback transactions of certain of the Company’s prop-
erties, including assumptions related to the fair value of
these properties and to the cost of renting them back, and
other expectations. If the carrying amount of a reporting
unit exceeds its fair value, goodwill is considered poten-

tially impaired and further tests are performed to measure
the amount of impairment loss. In the second step of the
goodwill impairment test, the Company compares the
implied fair value of the reporting unit’s goodwill with the
carrying amount of the reporting unit’s goodwill. If the
carrying amount of the reporting unit’s goodwill exceeds
its implied fair value, an impairment loss is recognized in
an amount equal to the carrying amount of goodwill over
its implied fair value. The implied fair value of goodwill is
determined in the same manner that the amount of good-
will recognized in a business combination is determined.
The Company allocates the fair value of a reporting unit

to all of the assets and liabilities of that unit, including in-
tangible assets, as if the reporting unit had been acquired
in a business combination. Any excess of the fair value of a
reporting unit over the amounts assigned to its assets and
liabilities represents the implied fair value of goodwill.

Intangible assets consist of customer relationships,
customer contracts, trademarks, licenses and permits and
software. Intangible assets with finite lives are amortized
on a straight-line basis over their expected lives ranging
from 3 to 10 years.

(e) Financial instruments

The Company classifies financial instruments into one of
these five categories: held-for-trading, held-to-maturity,
loans and receivables, available-for-sale financial assets or
other financial liabilities. All financial instruments, includ-
ing derivatives, are measured in the balance sheet at fair
value, except for loans and receivables, held-to-maturity
investments and other financial liabilities which are
measured at amortized cost. Derivative financial instru-
ments are included in the “Accounts receivable” or in the
“Accounts payable and accrued liabilities”, as the case may
be. Subsequent measurement and changes in fair value
will depend on their initial classification, as follows: held-
for-trading financial assets are measured at fair value and
changes in fair value are recognized in net income and
available-for-sale financial instruments are measured at
fair value with changes in fair value recorded in other com-
prehensive income until the investment is derecognized or
impaired at which time the amounts would be recorded in
net income.
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The Company classifies its accounts receivable as loans
and receivables, which are measured at amortized cost.
The Company’s bank indebtedness, accounts payable and
accrued liabilities, and long-term debt are classified as
other financial liabilities, which are measured at amor-
tized cost. The Company’s deferred financing charges have
been netted against the related indebtedness and are
amortized using the effective interest rate method.

(f) Other assets

Other assets are comprised principally of long-term deposits.

(g) Revenue recognition

The Company performs primarily short-to-medium-
distance hauls. Revenue is recognized when the freight is
delivered. Revenues derived from the Logistics and Waste
Management operations are recognized as the services
are rendered.

(h) Pension costs and obligations

The pension obligations of the defined benefit pension
plan are actuarially determined using the projected bene-
fit method prorated on years of service and management’s
best estimates of expected plan investment performance,
salary escalation and retirement ages of employees. Pen-
sion obligations are discounted based on current market
interest rates, and plan assets are valued at fair value. For
the purpose of calculating the expected return on plan
assets, those assets are valued at fair value. Current service
costs are expensed during the year in which they occur.
Past service costs from plan amendments are amortized
on a straight-line basis over the average remaining service
period of active employees at the date of amendment.

The excess of the net actuarial gain (loss) over 10% of the
greater of the opening balance of the accrued benefit ob-
ligation and the opening balance of the fair value of plan
assets is amortized over the average remaining service
period of active employees.
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(i) Foreign currency translation

Monetary assets and liabilities in foreign currency of
domestic corporations and integrated foreign operations
are translated at the exchange rate in effect at the balance
sheet date, whereas other assets and liabilities are trans-
lated at the rate in effect on the transaction date. Income
and expense items in foreign currency are translated at
the average rate in effect during the year, with the excep-
tion of depreciation which is translated at the historical
rate. Gains and losses are included in consolidated income
of the year.

(j) Income taxes

The Company accounts for income taxes using the asset
and liability method. Under this method, income taxes are
recognized based on the expected future tax consequenc-
es of the differences between the carrying amounts and
tax basis of assets and liabilities, using the enacted or sub-
stantively enacted tax rates for the periods in which such
differences are expected to reverse. A valuation allowance
is provided to the extent that it is more likely than not
that future income tax assets will not be realized.

(k) Cashand cash equivalents

Cash and cash equivalents are restricted to cash and
highly liquid investments having an initial term of three
months or less from the acquisition date and are present-
ed at cost which approximates fair value.

(I) Asset retirement obligations

Asset retirement obligations are recognized, at fair value,
in the period in which the Company incurred either a
statutory, contractual or legal obligation associated with
the retirement of a fixed asset. The associated costs are
capitalized as part of the carrying value of the related
asset and depreciated over its remaining useful life. The
liability is accreted using various assumptions determined
by the Company.



3. BUSINESS ACQUISITIONS

During 2009, the Company acquired 5 businesses, the
largest one is the Retail Solutions Division of ATS Andlauer
Transportation Services Limited Partnership (ATS), on
November 19, 2009.

During 2008, the Company acquired 14 businesses, the
largest of which were Transport Thibodeau, on January 14,
2008, and Roland Thibault Inc., on October 21, 2008.

These acquisitions were recorded under the purchase
method and the earnings of the companies acquired
were consolidated from the date of their acquisition. All
purchase price allocations have been finalized. The total
purchase price is broken down as follows:

2009 2008
Assets:
Cash $ 581 $ 8795
Non-cash operating working capital 2,087 -
Property, plant and equipment 8,032 83,850
Intangibles 34,263 77,184
Goodwill 28,792 36,023
Other assets - 37
73,755 205,889
Liabilities:
Bank overdraft - 3,208
Long-term debt 3,910 55,217
Future income taxes 1,545 28,104
Non-controlling interest - (2,640)
Asset retirement obligations - 1,777
Non-cash operating working capital - 342
5,455 86,008
Net assets S 68,300 $ 119,881
Consideration:
Cash $ 67,676 $ 99,381
Due to vendors 624 20,500
$ 68,300 $ 119,881

Of the goodwill and intangible assets acquired in 2009,
$56,445,000 is deductible for tax purposes (2008 —
$2,377,000).

4. ACCOUNTS RECEIVABLE

The Company grants credit to its customers under the

ordinary course of business. Management believes that

the credit risk of accounts receivable is limited due to the

following reasons:

« There is a broad base of customers with dispersion
across different market segments.

No single customer accounts for more than 10% of the
Company’s total revenue.
+ Approximately 92% (2008 — 90%) of the Company’s
trade accounts receivable are less than 60 days old.
- Bad debt write-offs to total revenue have been
approximately 0.2% of consolidated revenues for the
last 3 years. In light of the above, the allowance for
doubtful accounts at December 31, 2009 was $5.0
million and $7.0 million at December 31, 2008. All bad
debt write-offs are charged to fixed costs, general and
administrative expenses.
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5. PROPERTY,PLANT AND EQUIPMENT

2009 2008
Accumulated Accumulated
Cost depreciation Cost depreciation
Land $ 120,250 $ - $ 119,496 $ -
Buildings 168,633 39,094 168,970 33,365
Rolling stock 633,913 297,783 624,667 250,062
Furniture, equipment, machinery
and hardware 133,983 62,856 125,694 52,852
Leasehold improvements 23,685 13,416 22,883 10,170
1,080,464 $ 413,149 1,061,710 $ 346,449
Accumulated depreciation 413,149 346,449
Net carrying value $ 667,315 $ 715,261

Property, plant and equipment include assets under

capital leases which are recorded at the present value of
minimum lease payments provided for under these leases

for rolling stock and machinery, totaling $38,940,000

(2008 —$67,551,000), less related accumulated deprecia-

tion amounting to $19,890,000 (2008 — $29,970,000).

6. INTANGIBLE ASSETS

Property, plant and equipment also include assets held for
resale in the amount of $5,696,000 (2008 — $5,942,000).

During the year, the Company acquired property, plant and
equipment in the amount of $5,040,000 (2008 — $9,721,000)
under capital leases and conditional sales contracts.

2009

2008

Accumulated

Accumulated

Cost amortization Cost amortization
Customer relationships S 96,418 S 33,725 S 69,514 $ 22,071
Customer contracts 11,991 8,910 11,991 8,215
Trademarks 11,234 4,372 7,825 2,665
Non-compete agreements, licenses and permits 81,676 10,025 77,886 5,593
Software 11,570 8,911 10,878 7,426
212,889 S 65,943 178,094 $ 45,970
Accumulated amortization 65,943 45,970
Net carrying value S 146,946 S 132,124

During the year, the Company acquired $27,064,000

(2008 —$9,084,000) of customer relationships, $3,409,000
(2008 - $2,557,000) of trademarks, nil (2008 — $1,553,000)
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of customer contracts, $3,790,000 (2008 — $63,558,000)
of non-compete agreements, licenses and permits and
$692,000 (2008 — $1,871,000) of software.



7. GOODWILL

Less-Than- Package Specialized

Truckload and Courier Services Truckload Total
Balance as at December 31, 2007 $ 100,827 $ 99,433 $ 125,942 $ 73,626 $ 399,828
Business acquisitions 13,198 (2,523) 20,640 4,708 36,023
Balance as at December 31, 2008 114,025 96,910 146,582 78,334 435,851
Business acquisitions - 25,067 423 3,302 28,792
Business disposal - - (692) - (692)
Goodwill impairment - - (45,000) - (45,000)
Balance as at December 31, 2009 $ 114,025 $ 121,977 $ 101,313 $ 81,636 $ 418,951

The Company performed its goodwill impairment test

as at December 31, 2009. The results determined that

the carrying amount of the Company’s Oilfield Services

reporting unit, part of the specialized services reporting

segment, exceeded its fair value. The conditions which

contributed to the impairment of goodwill were:

« commodity price weakness of natural gas negatively
impacting expectations of industry activity levels;

« upward cost pressures experienced by the industry
adversely impacting operating margins;

« downward pricing pressures experienced by the indus-
try as a result of lower activity levels adversely impact-
ing operating margins.

Accordingly, a goodwill impairment loss of $45.0 million
(2008 — nil) was recognized in the Company’s Oilfield Ser-
vices reporting unit.

Changes in economic and operating conditions that occur
after the annual impairment analysis and their impact on
the assumptions used may result in a goodwill impairment
charge in the future. Such economic and operating condi-
tions may include an important and sustained decline in
the Company’s market capitalization, decrease in customer
demands and illiquidity in the overall credit markets. Man-
agement will continue to monitor these conditions and if
such changes in economic and operating conditions occur,
it may require a goodwill impairment test to be performed.
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8. LONG-TERM DEBT

2009 2008
Term loan, at authorized amount of $160,000,000, variable banker’s acceptance rate
plus 165 basis points, no repayment provisions, maturing in October 2013 (see (b)) $ 160,000 $ 160,000
Revolving term loan, at authorized amount of $515,000,000, variable banker’s
acceptance rate plus 150 basis points, no repayment provisions, maturing in
October 2010 (see (b)) 378,095 405,113
Unsecured debenture of $100 million, fixed rate of 9%, maturing in October 2013 (see (d)) 100,000 100,000
Obligations under capital leases, collateralized by rolling stock and machinery,
having a carrying value of $19,050,000, interest rates varying between 4.43%
and 9%, payable in monthly instalments of $693,000, principal and interest,
maturing on various dates through October 2013 (see (a)) 14,749 31,508
Conditional sales contracts, collateralized by rolling stock, having a carrying value
of $27,647,000, interest rates varying between nil and 8.75%, payable in
monthly instalments of $891,000, principal and interest, maturing on various
dates through August 2015 24,825 34,758
Notes payable and purchase price balances, interest rates varying between nil
and 7.5%, payable in monthly, quarterly and annual instalments, maturing on
various dates through November 2020 32,053 51,159
Term loan, at the authorized amount of $34,400,000, collateralized by land
and building having a carrying value of $30,549,000, fixed rate of 7.278%,
monthly repayments of $298,000. In July 2009, the balance payable of
$27,950,000 (see (c)) has been totally paid. - 28,829
Deferred financing charges (1,793) (3,353)
707,929 808,014
Current portion of long-term debt 403,763 69,028
$ 304,166 $ 738,986

(@) The interest for the period on obligations under capital
leases was $1,250,000 (2008 — $2,434,000).

(b) Theterm loans are collateralized by accounts receiv-
able plus certain rolling stock of the Company with
a carrying value of $554,902,000. Under the terms of
the loan agreements, the Company is subject to cer-

subject to the approval of the Company’s syndicate of
bank lenders. The loan bears interest at an annual rate
of 9%, payable monthly.

Minimum instalments payable for the subsequent years
under capital leases amounting to approximately

tain covenants regarding the maintenance of financial $15,751,000, of which $1,002,000 is interest, are as follows:

ratios. Based on certain ratios, the interest rate will vary

between banker’s acceptance rate plus 87.5 basis points 54,

to banker’s acceptance rate plus 195 basis points. The 2011
Company was in compliance with these covenants at 2012
year-end. 2013

$ 9,784
3,867
1,031
1,069

(c) The term loans are collateralized by certain real estate
properties of the Company. Under the terms of the
loan agreements, the Company was subject to certain
covenants regarding the maintenance of financial ratios.
The Company has paid the balance in July 2009.

Principal instalments of other long-term debt payable dur-
ing the subsequent years are as follows:

(d) On May 26,2008, TransForce concluded a $100 million 2010
loan agreement with Solidarity Fund QFL.The loan is in 2011
the form of an unsecured debenture of TFI Holdings Lim- 2012

ited Partnership, an indirect wholly-owned subsidiary 2013
of the Company, and is repayable in October 2013.The 2014
debenture may be repaid, without penalty, commenc- Thereafter

$ 394,586
13,682
8,575
267,203
2,593

6,541

ing one year after the date of disbursement of the loan,
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9. ASSET RETIREMENT OBLIGATIONS
The analysis of the asset retirement obligations for the
year ended December 31, 2009 is as follows:

Balance as at December 31,2008 $ 8,204
Additional liability for current obligations 2,174
Accretion expense 465
Payment of obligations (49)
Balance as at December 31, 2009 S 10,794

Included in depreciation for property, plant and equipment
is a charge of $623,000 (2008 — $604,000) for the amortiza-
tion of the asset retirement cost.

The following assumptions were used to estimate the fair
values of the obligations on the initial date of adoption
and as at December 31, 2009:

Total undiscounted amount of

the estimated cash flows $ 16,511
Risk-free interest rate 5% to 6%
Inflation rate 2% t03.97%

The estimate of the total liability for future asset retirement
obligations is subject to change, based on amendments to
laws and regulations and as new information concerning the
Company’s operations becomes available. Future changes, if
any, to the estimated total liability as a result of amended
requirements, laws, regulations and operating assumptions
may be significant and would be recognized prospectively as
a change in estimate, when applicable.

10. SHARE CAPITAL

(@) Plan of Arrangement

On May 14,2008, TransForce Income Fund (the “Fund”)
obtained a final order from the Québec Superior Court with
respect to its Plan of Arrangement, as well as Articles of Ar-
rangement from Industry Canada, thereby completing the
conversion of the Fund into TransForce Inc.

Effective May 14, 2008, all of the outstanding trust units of
the Fund and Tracking Share Units of TFl Holdings Inc., an
affiliated corporation, were exchanged for common shares of
TransForce Inc. on a one-for-one basis. As a result, 86,790,097
common shares of the Company were issued at the date

of conversion.

(b) Shares
The Company is authorized to issue an unlimited number
of common shares and preferred shares, issuable in series.

() Common shares

The common shares entitle the holders thereof to one vote
per share.The holders of the common shares are entitled
to receive any dividends declared by the Company on the
common shares.

Subject to the rights, privileges, restrictions and conditions
attached to any other class of shares of the Company, the
holders of the common shares are entitled to receive the
remaining property of the Company upon its dissolution,
liquidation or winding-up.

On March 18,2009, the Company initiated a Normal Course
Issuer Bid (NCIB) that will allow it to purchase for cancella-
tion up to a maximum of 5,000,000 of its shares. The NCIB
expires on March 17,2010. As at December 31,2009, no
shares had been purchased under the NCIB.

On August 13,2009, the Company completed a public offer-
ing and a private placement, by which 8,463,840 common
shares were issued and sold at a price of $5.85 per share.
The proceeds, net of the underwriters’ fees and issue costs
of $1,897,000, amounted to $47,616,000 ($48,147,000 after
related income taxes).

(i) Preferred shares

The preferred shares may be issued in one or more series,
with such rights and conditions as may be determined by
resolution of the directors who shall determine the desig-
nation, rights, privileges, conditions and restrictions to be
attached to the preferred shares of such series. There are

no voting rights attached to the preferred shares except as
prescribed by law. In the event of the liquidation, dissolution
or winding-up of the Company, or any other distribution of
assets of the Company among its shareholders, the holders
of the preferred shares of each series are entitled to receive,
with priority over the common shares and any other shares
ranking junior to the preferred shares of the Company, an
amount equal to the redemption price for such shares, plus
an amount equal to any dividends declared thereon but
unpaid and no more. The preferred shares for each series are
also entitled to such other preferences over the common
shares and any other shares ranking junior to the preferred
shares as may be determined as to their respective series
authorized to be issued. The preferred shares of each series
shall be on a parity basis with the preferred shares of every
other series with respect to payment of dividends and return
of capital. There are no preferred shares currently issued

and outstanding.
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Number Amount

Issued and outstanding:
Balance as at December 31, 2007 - S -
Conversion of Trust Units into Shares 73,024,381 499,340
Conversion of Tracking Share Units of TFl Holdings Inc. into Shares 13,765,716 20,064
Balance as at December 31, 2008 86,790,097 519,404
Issuance of shares 8,463,840 48,147
Balance as at December 31, 2009 95,253,937 $ 567,551

(c) Incentive compensation plan

In 2008, the Company adopted an incentive compensation
plan.The maximum number of shares which may be issued
under this plan shall be equal to ten percent (10%) of the
number of issued and outstanding shares of the Company
from time to time.

The Company has reserved 1,882,600 common shares for
issuance under its Stock Option Plan. The granting of options
and the related vesting period are at the discretion of the
Board of Directors and have a maximum term of 10 years.
The exercise price payable for each common share covered
by a stock option is determined by the Board of Directors at
the date of grant, but may not be less than the closing price
of volume weighted average trading price of the Company’s
shares for the last five trading days immediately preceding
the effective date of the grant.

The Company granted 1,882,600 stock options during 2009
(2008 - nil), the cost of which will be expensed over their
vesting period based on their estimated fair values on the
date of grant, determined using the Black-Scholes option-
pricing model.

Compensation cost related to stock option awards granted
during the year under the fair value based approach was
calculated using the following assumptions:

Expected option life 6 years
Risk-free interest rate 3.00%
Expected stock price volatility 55.00%
Average dividend yield 6.33%
Weighted average fair value of options granted $1.94

As at December 31, 2009, there are 1,882,600 outstanding
stock options with an exercise price of $6.32, none of which
are exercisable. The options vest equally over three years.

For the year ended December 31,2009, the Company recog-
nized compensation cost of $900,000 (2008 — nil) with an
offsetting credit to contributed surplus.
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As a result of the Company’s conversion to a corporate struc-
ture effective May 14, 2008, the previous incentive compen-
sation plan was terminated and all unvested units as at
May 14,2008 became vested with plan participants.

As such, the Company recorded a compensation expense
of $8,885,000 in 2008. Additional units granted and vested
during the year have been recorded against contributed
surplus with the excess of $3,266,000 in deficit.

(d) Earnings per share

As at December 31,2009, the 1,882,600 (2008 — nil) stock
options were excluded from the calculation of diluted
earnings per share as these options were deemed to be
anti-dilutive.

(e) Capital management

The Company’s objectives when managing capital are:

« To ensure proper capital investment is done in order to
provide stability and competitiveness to its operations;

- To ensure sufficient liquidity to pursue its growth strategy
and undertake selective acquisitions; and

« To maintain an appropriate debt level so that there are
no financial constraints on the use of capital.

On a quarterly basis, the Company monitors its adjusted
debt to earnings before interest, income taxes, depreciation
and amortization and rent expense (“EBITDAR”) ratio. This
ratio is measured on a consolidated last twelve month basis
and must be kept below a certain threshold so as not breach
a covenant in the Company’s syndicated bank agreement. At
December 31,2009, the Company respected this covenant.

On a quarterly basis, the Company also monitors its fixed
costs (interest and rent expenses) to earnings before inter-
est, income taxes, depreciation and amortization and rent
expense (“EBITDAR”) ratio. This ratio is measured on a
consolidated last twelve month basis and must be kept
above a certain threshold so as not breach a covenant in
the Company’s syndicated bank agreement. At December
31,2009, the Company respected this covenant.



The Company has sufficient liquidity to continue both its
operations as well as its acquisition strategy.

Upon maturity of the Company’s long-term debt, the
Company’s Management and its Board of Directors will
assess if the debt should be renewed at its original value,
increased or decreased based on the then required capital
need, credit availability and future interest rates.

In regard to the revolving term loan maturing in October
2010, it is the Company’s intention to renew it before its
maturity date to pursue its objectives. There is a risk that
the Company will not be able to renew this long-term
debt at similar conditions, which may materially impact
the consolidated financial statements. Considering the
current market conditions, the Company’s management
expects to renew its revolving term loan, at its current or

near authorized amount, with terms and conditions that
will not have a material impact on its consolidated finan-
cial statements.

11. INCOME TAXES

During 2008, as a result of the Company’s conversion to

a corporate structure, future income tax relating to the
excess carrying value of property, plant and equipment
and intangible assets over their tax basis for previously
non-taxable entities was recorded. This resulted in a future
income tax expense of $3.5 million.

Income that was earned by the Fund and distributed an-
nually to unitholders was not subject to taxation in the
Fund, but was taxed at the individual unitholder level.

Income tax expense attributable to income consists of:

2009 2008
Current S 9,055 $ 11,003
Future 12,356 8,496
Total $ 21,411 $ 19,499
The effective income tax rates differ from the federal and
provincial statutory income tax rates in Canada mainly
as a result of the following:
2009 2008
Income before provision for income taxes $ 32,340 $ 99,177
Portion of income from the Fund subject to tax in the hands of unitholders - (33,584)
Portion of income before income taxes subject to tax in the
Company’s corporate subsidiaries 32,340 65,593
Canadian statutory income tax rate 31.03% 31.51%
Income taxes calculated at statutory rates 10,035 20,668
Increase (decrease) resulting from:
Future income tax benefit following a change in statutory rates (3,678) (4,201)
Loss (gain) on foreign exchange translation 561 (427)
Other 363 (173)
Future income tax related to conversion to a corporation - 3,532
Goodwill impairment 14,130 -
$ 21,411 $ 19,499

Future income taxes represent the net tax effect of
temporary differences between the financial statement
carrying amounts and tax bases of assets and liabilities.

Significant components of the Company’s future income

were as follows:
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2009 2008
The tax effect of temporary differences relates to the following:
Property, plant and equipment and intangible assets $ (70,926) $ (63,814)
Liabilities and other provisions 3,723 8,504
Loss carryforwards, expiring between 2026 and 2029 2,074 3,513
Net future income tax liabilities $ (65,129) $ (51,797)
12. PENSION PLAN Defined benefit pension plans
Defined contribution pension plans The Company has defined benefit pension plans for 576 of
The Company maintains defined contribution pen- its employees.
sion plans for its salaried employees and contributes an
amount ranging from 1% to 6% of each participant’s The Company measures its accrued benefit obligations
eligible salary. and the fair value of plan assets for accounting purposes
as at December 31 of each year. The most recent actuarial
The Company has expensed $13,000,000 for these plans in valuation of the pension plans for funding purposes was
the year ended December 31, 2009 ($12,950,000 in 2008). as of December 31,2008 and the next required valuation

will be as of December 31, 2009.

Information about the Company’s defined benefit pension plans as at December 31,2009 and 2008 is as follows:

2009 2008

Components of defined benefit cost recognized:
Current service cost $ 727 $ 2,716
Interest cost 1,714 2,336
Actual return on plan assets (2,574) 2,928
Actuarial losses (gains) 4,010 (7,786)
Settlement gain - (722)

Benefit cost before adjustments to recognize the
long-term nature of defined benefit plans 3,877 (528)
Adjustments to recognize the long-term nature
of defined benefit plans:
Difference between expected and actual
return on plan assets for the year 1,251 (5,626)
Difference between actuarial losses recognized
and actual actuarial losses on accrued benefit

obligation for the year (3,868) 6,934
Amortization of transition obligation 19 19
Total adjustments to defer costs to future periods (2,598) 1,327
Total benefit cost recognized $ 1,279 $ 799
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2009 2008
Change in benefit obligation:

Benefit obligation, beginning of year 23,445 S 45,445

Benefit obligation, acquired from business acquisitions - 5,693

Employee contributions 439 529

Benefits paid (1,807) (25,488)

Current service cost 727 2,716

Interest cost on accrued benefit obligation 1,714 2,336

Actuarial losses (gains) 4,010 (7,786)
Benefit obligation, end of year 28,528 $ 23,445
Change in plan assets:

Fair value of assets, beginning of year 18,954 $ 39,903

Fair value of assets acquired from business acquisition - 5,403

Employer contributions 1,924 1,535

Employee contributions 439 529

Benefits paid (1,807) (25,488)

Actual return on plan assets 2,574 (2,928)
Fair value of assets, end of year 22,084 $ 18,954
Reconciliation:

Accrued benefit obligation 28,528 S 23,445

Fair value of plan assets 22,084 18,954

Funded status of plans — deficit (6,444) (4,491)
Unamortized amounts:

Net actuarial losses 5,403 2,805
Accrued benefit liability (1,041) $  (1,686)
The accrued benefit liability is recorded in accounts payable and accrued liabilities.

The significant assumptions used are as follows:
2009 2008
Accrued benefit obligation:

Discount rate 6.2% 7.4%

Rate of salary escalation 3.2% 3.2%
Benefit costs for the years:

Discount rate 7.4% 5.5%

Expected long-term rate of return on plan assets 6.7% 6.9%

Rate of salary escalation 3.2% 2.7%
Plan assets consist of:

2009 2008
Asset category:

Equity securities 52% 47%

Debt securities 43% 47%

Money market fund 5% 6%

100% 100%
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13. FINANCIAL INSTRUMENTS

Risks

In the normal course of its operations and through its
financial assets and liabilities, the Company is exposed to
risks related to US dollar exchange rate fluctuations, to
fuel price fluctuations, as well as to interest rate fluctua-
tions. The Company manages these risks by using deriva-
tive financial instruments. The Company’s management
is responsible for determining the acceptable level of
risk and does not use derivative financial instruments for
speculative purposes.

The following analysis provides a measurement of risks as
at December 31, 2009.

(a) Credit risk

Credit risk is the risk of financial loss to the Company if a
customer or counterparty to a financial instrument fails
to meet its contractual obligation. The Company believes
it has limited credit risk on accounts receivable other than
those explained in note 4 — Accounts receivable.

2009 2008
Allowance for doubtful accounts, beginning of year S 6,989 S 6,584
Business acquisitions - 436
Bad debt expense 3,738 3,557
Amount written off and recoveries (5,680) (3,588)
Allowance for doubtful accounts, end of year $ 5,047 S 6,989

The credit risk associated with foreign exchange contracts,
interest rate swap contracts, and heating oil contracts
arises from the possibility that a counterparty to the con-
tracts in which the Company has an unrealized gain fails
to perform according to the terms of the contract.

The credit risk is much less than the notional principal
amount, being limited at any time to the change in
foreign exchange forward rates, interest rates, or heating
oil future prices attributable to the notional amounts.
The counterparties to these contracts are major Canadian
financial institutions.

The Company does not anticipate any material adverse
effect on its financial position resulting from its involve-
ment in these types of contracts, nor does it anticipate
non-performance by the counterpart.

As at December 31,2009, the Company’s maximum credit
exposure corresponds to the carrying amount of the finan-
cial assets.

(b) Foreign exchange risk

Currency risk is the risk that the fair value or the future
cash flows of a financial instrument will fluctuate because
of changes in foreign exchange rates. The Company’s ac-
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tivities which result in exposure to fluctuations in foreign
currency exchange rates consist of the selling of transpor-
tation services which will be paid in US$. The Company
estimates its annual net US denominated cash flow at ap-
proximately $116 million (2008 — $132 million). This cash
flow is earned evenly throughout the year.

At December 31, 2009, the US/CDN rate was $1.0466
(2008 — $1.2246). Based on the year-end balance sheet
exposure of US$27,270,000, a 1-cent increase in the Ca-
nadian dollar would result in a decrease in income before
provision for income taxes of approximately $272,700
(2008 — $291,100) while a 1-cent decrease would result in
an increase of approximately $272,700 (2008 — $291,100)
in income before provision for income taxes.

The Company mitigates and manages this exposure by
creating offsetting positions through the use of derivative
financial instruments. These instruments include forward
contracts and currency option instruments, which are
commitments to buy or sell at a future date, and may be
settled in cash.

The Company’s commitments to sell foreign currencies as
at December 31,2009 and 2008 are as follows:



2009

Notional Notional
Exchange contract contract Fair value
rate Maturity amount US$ amount CDN$ CDN$
Sell contracts:
Foreign exchange average rate
forward contracts (US$ for CDNS) 1.1659 Lessthan1year S 34,993 $ 40,798 S 4,158
Foreign exchange average rate
forward contracts (US$ for CDNS) 1.1621 1to 2 years 5,625 6,537 592
Foreign exchange forward
contracts (US$ for CDNS) 1.07 Lessthan1year 18,000 19,260 328
Sell options:
Currency option instruments
(USS for CDNS) 1.07 1to 2 years 18,000 19,260 (989)
Assets $ 4,089
2008
Notional Notional
Exchange contract contract Fair value
rate Maturity amount US$ amount CDN$ CDNS$
Sell contracts:
Foreign exchange average rate
forward contracts (US$ for CDNS) 1.1533 Lessthan1year S 43,227 $ 49,856 $ (3,775)
Liabilities $ (3,775)

(c) Interest rate risk

Interest rate risk is the risk that the fair value or the future
cash flows of a financial instrument will fluctuate because

of changes in market interest rates. The Company had

$562.4 million (2008 — $583.8 million) of long-term debt at

variable rates as at December 31, 2009. All other debts of

the Company, being $145.5 million (2008 — $224.2 million)

of capital leases, conditional sales type leases, mortgages

and other loans, have fixed interest rates and are therefore
not exposed to cash flow interest rate risk.

In order to limit the Company’s exposure to interest rate

fluctuations, the Company entered into interest rate swap

contracts. As at December 31,2009, the Company had
interest rate swap contracts on the notional amount of
$337.9 million (2008 — $224.2 million) of debt at an aver-

age contracted banker’s acceptance rate of 2.85% (2008 -
3.65%) that expire at various dates through October 2013.
As a result, the effective interest rate on the interest swap
contracts is 4.4% (2008 — 5.2%) at December 31,2009.

Therefore, the Company had $224.5 million (2008 - $359.6
million) of long-term debt at variable rates as at December
31,2009 net of $337.9 million (2008 — $224.2 million) of
interest rate swap contracts. Based on long-term debts

at variable rates as at December 31, 2009, had interest
rates been 100-basis points higher,income before provi-
sion for income taxes would have been approximately
$2,245,000 (2008 - $3,596,000) lower. Had interest rates
been 100-basis points lower, income before provision for
income taxes would have been approximately $2,245,000

(2008 - $3,596,000) higher.
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The Company’s interest rate swap contracts at December 31,2009 and 2008 are as follows:

2009
Notional contract Fair value
amount CDN$ CDN$

Coverage period:
Next 12 months $ 337,917 $  (3,166)
1to 2 years 306,250 (3,103)
2 to 3 years 275,000 (1,463)
3 to 4 years 191,667 (562)
Liabilities S (8,294)
2008
Notional contract Fair value
amount CDNS$ CDNS

Coverage period:
Next 12 months $ 224,167 $  (5,393)
1to 2 years 153,333 (3,619)
2 to 3 years 106,250 (2,515)
3 to 4 years 75,000 (1,746)
4to 5years 25,000 (567)
Liabilities $ (13,840)

(d) Liquidity risk

Liquidity risk is the risk that the Company will not be

able to meet its financial obligations as they fall due. The
Company’s approach to managing liquidity is to ensure, as
far as possible, that it will always have sufficient liquidity
to meet its liabilities when due, under both normal and
stressed conditions, without incurring unacceptable losses
or risking damage to its reputation. Typically, the Company
ensures that it has sufficient cash or available credit lines
to meet expected operational expenses; this excludes the

potential impact of extreme circumstances that cannot
reasonably be predicted. The Company monitors its short
and medium-term liquidity needs on an ongoing basis us-
ing forecasting tools. In addition, the Company maintains
a revolving term loan which matures in October 2010 and
is expected to be renewed (see note 8 and 10 (e)).

The following are the contractual maturities of the finan-
cial liabilities as at December 31, 2009:

Contractual Carrying Less than 1to3 4105 More than
cash flows amount 1year years years 5 years
Financial liabilities:

Bank indebtedness S 6,826 $ 6,826 6,826 S - S - $ -
Long-term debt 772,105 707,929 403,763 26,789 270,836 6,541

Accounts payable and
accrued liabilities 187,934 187,934 187,934 - - -
Dividends payable 9,525 9,525 9,525 - - -
Total $ 976,390 $ 912,214 608,048 $ 26,789 $ 270,836 $ 6,541
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The fair value of the financial liabilities approximates their
carrying values.

It is the Company’s intention to either renew the long-
term debts coming due in the next 12 months at similar
terms and conditions or to repay them (see note 10 (e)). All
other financial liabilities would be financed through the
collection of accounts receivable and cash flow generated
from the business.

In addition, the Company has $121.0 million (2008 — $93.9
million) available on its revolving line of credit that was
not drawn at December 31, 2009.

Heating oil contracts

In November 2009, the Company has ended all of its heat-
ing oil futures contracts taking advantage of favourable
market rate. The Company’s heating oil futures contracts
as at December 31, 2008 were as follows:

2008

Future notional Future notional
contract amount contract amount Fair value
uss CDNS$ CDNS$
Less than 1 year $ 3,721 $ 4,557 $ (555)
1to 2 years 2,121 2,597 (207)
Liabilities $ (762)

14. COMMITMENTS, CONTINGENCIES AND GUARANTEES

(@) The Company entered into operating leases expiring on
various dates through March 2026, which call for lease
payments of $132.5 million (2008 — $142.5 million) with
respect to rolling stock, real estate and others. Minimum
lease payments for the upcoming years are as follows:

2010 $ 37,826
2011 25,168
2012 17,900
2013 12,394
2014 7,972
2015 to 2026 31,276

(b) Asat December 31,2009, the Company had outstand-
ing letters of guarantee for an aggregate amount
of $15,888,000 (2008 — $16,018,000). The letters of
guarantee are collateralized by the Company’s accounts
receivable plus certain rolling stock.

(c) There are pending claims against the Company and, in
the opinion of management, these claims are ad-

equately provided for and settlement should not have a
significant impact on the Company’s financial position
or results of operations.

(d) A contingent consideration related to the ATS business
acquisition, concluded on November 19, 2009, has not
been included in the purchase price allocation. This con-
sideration is contingent on achieving specified revenue
levels in future periods. The maximum yearly amount
payable over the next five years is $4,000,000 for a total
consideration of $20,000,000. On yearly confirmations
of the contractual conditions, the amounts then payable
will be added to the goodwill.

15. SEGMENTED INFORMATION

The Company operates within the trucking and logistics
industry in Canada and the United States in the following
four reportable segments: Less-Than-Truckload, Package and
Courier, Specialized Services, as well as Truckload.

Sales between Company’s segments are measured at the
exchange amount. Transactions, other than sales, are mea-
sured at carrying value.
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